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Hospital chain
sues insurers over

mental care claims
By LOUISE KERTESZ

SANTA MONICA, Calif.-The application of managed care
techniques to mental health treatment is at theheart of a
multimillion dollar lawsuit filed by a national chain of psychi-
atric hospitals against three insurers.

Santa Monica, Calif.-based National Medical Enterprises
filed suit last week in federal court in Washington, charging
Travelers Corp., Mutual of Omaha Insurance Co. and Mas-
sachusetts Mutual Life Insurance Co. with failure to pay $45
million in claims over the past four years.

But as managed care has reduced the length of hospifai
stays and emphasized outpatient treatment, for-profit psychiat-
ric hospitals have come under scrutiny Ior allegedly using im-
proper means to fill their beds

NME's psychiatric hospital division has been the target of
several state investigations of alleged improprieties. NME oper-
ates 69 psychiatric hospitals and 13 substance abuse centers na-
tionwide.

In fact, NME acknowledges that it sued in anticipation of in-
Continued on page 45

Update
Catastrophe toll of $3.7 billion

in first half sets record for period
RAHWAY, N.J.-Even if there were no

other natural catastrophes this year, 1992
would go down as the third-costliest year
on record for U.S. property insurers, ac-
cording to the Property Claim Services di-
vision of the American Insurance Services

Group.
Insurers paid more than $3.7 billion in

catastrophe claims during the first six
rnonths of 1992, which is a record for the
period, according to the group. In all, 19
catastrophes-events that cause more than

Continued on nezt page

Aon to acquire Hall
in $475 million deal
Acquisition would create fifth-largest broker

By DOUGLAS McLEOD

CHICAGO-The parent of Rol-
lins Burdick Hunter Group Inc.
is acquiring most of the assets of
Frank B. Hall & Co. Inc. for $475

million, creating what would be
the world's fifth-largest insur-
ance broker based on 1991 reve-

nues.

Chicago-based Aon Corp. and
Reliance Group Holdings Inc.,
Hall's parent, announced the sale
Friday, capping a week of heated

 and years of speculation over
rumors that a deal was imminent

 Hall's fate.
The $475 million purchase

price includes $125 million in

cash, $225 million in Aon 8%
preferred stock and $125 million
in Aon 6.25% preferred stock.

Aon is not assuming liability
for any errors and omissions
claims against the long-troubled
Hall, and also is not assuming
liabilities related to Union In-

demnity Insurance Co., an insol-
vent Hall underwriting unit now
in liquidation in New York. In-
stead, Reliance will retain re-
serves and other assets Hall has

set aside to cover these and other

unassumed liabilities.

Aon will, however, assume

some of Hall's operating liabili-
ties. Of the $225 million in 8%
preferred stock Reliance re-

Transamerica to sell P/C unit
California losses

on comp cover
could 1 ower offers

for subsidiary
By JOANNE WOJCIK

WOODLAND HILLS, Calif -
Transamerica Corp. is putting its
property/casualty operations on
the block to focus on less cyclieal

and more profitable finance and
life insurance activities.

Investment analysts say the
decision, announced last Mon-

day, came as no surprise. Rumors
had circulated for more than a

year that the company would un-
load all or part of its property/
casualty unit, Transamerica In-
surance Co.

But. they add, because of re-
cent poor experience in workers
compensation business in Cali-
fornis, Transamerica Insurance

Phob courtesy Air Boir·go

likely will fetch a price below its
$1.1 billion book value.

Transamerica expects its prop-
erty/casualty unit to report a
second-quarter operating loss as
a result of reserve strengthening
for workers comp and entertain-
ment risks (see story, page 44).

Investors apparently welcomed
the announcement. Shares of the

San Francisco-based financial

services company's stock rose
87.5 cents Monday to $45.375.

"Transamerica Insurance

Group is a profitable business
with experienced management, a
clear strategy and a strong dis-
tribution system," said Transa-
merica Corp. President and Chief
Executive Officer Frank C. Her-

ringer.
"However, we face demands

for increased capital to support
growth in many of our busin-
esses. In view of these demands,
we have elected to focus our re-

sources on our life insurance and

Continued on page 42
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Convinced that bungeejumping is safe, insurers write liability cover
By SARA J. HARTY Two recent bungee accidents in

Michigan one a fatality have not
changed the insurance industry's
perception that jumping can be safe,
say brokers and insurers.

And bungee operators say that
those accidents have not changed
their operations, other than to stress
to employees the importance of care-
fully performing their jobs. The
Michigan accidents have been attri-
buted to operator error.

Bungee jumpers trace the activity's
origins to a rite of passage among the
aboriginal people of Vanuatu. It
began in its current form in New
Zealand and Australia about a dec-

ade ago and crossed over to North
America in the late 1980s.

According to the North American
Bungee Assn., a Seattle-based trade
group, the first commercial jump

11

ceives, $125 million will be
placed in escrow to ensure that
the Hall assets and liabilities

Aon acquires are as represented.
Officials on both sides say they

, do not expect Aon will need to
draw on the escrow.

"We have done our due dili-

gence. We think the company is
solid," said Patrick G. Ryan,
Aon's chairman and chief execu-
tive officer.

In addition to the purchase
price, Reliance has also agreed to
place reinsurance through Aon
reinsurance brokerage units that
will generate a minimum of $18
million in commissions a year for

Continued on page 46

Underwriters take the plunge

Jumping head first off a 70-foot
tower with nothing but a big rubber
band to keep you from smacking the
ground doesn't strike most people as
a sane or particularly safe-form of
recreation.

But crazy as it sounds, bungee
jumping devotees and their insurers

insist that with the proper equip-
ment and safety precautions, taking
the plunge isn't a big risk.

In fact, while liability insurance
for bungee jumping operations is not
cheap, it is less expensive for well-
run operations than liability insur-
ance for roller rinks.

Insurers say they are satisfied with
bungee jumping safety precautions.

took place in the United States in
1987.

About 2 million people have taken
the plunge since then, with two fata-
lities and five non-fatal injuries. All
seven accidents resulting in injury
have been attributed to operator
error, not equipment failure, said
Greg Glassock, president of NABA.

Oingo Boingo, a bungee jumping
operation in Ingleside, Ill., uses a
crane to lift participants 160 feet
above a four-acre lake, said Denis
Vulich, vp and general manager of
operations.

Three trained individuals the

jump instructor, coordinator and
master work together to prepare the
participant, who must be at least 18
years old or 16 if accompanied by an
adult. Participants pay $69 for a first

Continued on page 37



1992 damage toll ranks high
Continued f,om previous page
$5 million in insured property damage-took place in that period.

Among the catastrophes in the first six months of 1992 were: the
Los Angeles rioting in April, which generated an estimated $775
million in insured property damage (BI, May 11); and a series of
hailstorms, including one in June that caused about $570 million in
insured damage to parts of Kansas and Oklahoma (BI, July 6).

The costliest year on record-with insured catastrophe losses of
$7.6 billion-was 1989, which included Hurricane Hugo and the San
Francisco Bay area earthquake (BI, March 5, 1990). Last year was the
second-costliest, at $4.22 billion (BI, Jan. 27).

Response to Walbrook plan
LONDON-Transit Casualty Co., a creditor of Walbrook Insur-

ance Co. Ltd., is withholding its approval of a rescue plan proposed
by Walbrook's directors.

Friday was the deadline for 200 major creditors of Walbrook
to sign unbinding agreements to boost the company's capital by
buying redeemable preferred stock with 60% of their claims pay-
ments (BI, July 20).

Walbrook directors did not announce on Friday whether the
plan had been approved by a majority of policyholders. However,
according to one observer, "A few creditors think the stock plan is
good; others are highly skeptical, but are willing to give the direc-
tors of Walbrook extra time to (look into) the plan; and others
won't send (their approvals) into Walbrook."

In the meantime, the liquidators of Transit Casualty plan to seek
the appointment of provisional liquidators for Walbrook. If provi-
sional liquidators approve the Walbrook preferred stock plan, then
Transit Casualty will consider it, executives say.

Minnesota comp rates fall again
ST. PAUL, 1VIinn.-Minnesota workers compensation rate reduc-

tions of 6% to 10% could go into effect Jan. 1, because of a $150
rnillion surplus in the reserve of the Minnesota Workers Compensa-
tion Reinsurance Assn.

Legislation passed earlier this year lowered the maximum annual
escalation of workers comp benefits to 4% from 6%. The WCRA,
which is funded by workers comp insurers and self-insurers, has
based its reserves a 6% increase.

Calling the $150 million figure a "preliminary calculation," the
WCRA noted that. a refund should be made if there is in fact an
excess. But, it is concerned that lowering the payments already pro-
mised to injured workers may be unconstitutional. The WCRA added
that the mechanics of a refund still need to be determined.

The rate reduction would be in addition to a 16% reduction
mandated by the new workers comp reform bill (BI, May 4).

Health industry PACs studied
WASHINGTON-Insurance and health care-related political ac-

tion committees have increased their contributions to congressional
candidates by 22% over the amount they spent during the 1990
campaign, according to a consumer activist organization.

Citizen Action, a Washington-based group, said that the 50 lar-
gest health and insurance PACs contributed about $9.6 million to
House and Senate candidates from Jan. 1, 1991, to March 31, 1992.

According to Citizen Action, this represents a 21.5% increase
from the amount contributed between Jan. 1, 1989, and March 31,
1990. Contributions to House candidates by insurance and health
care-related PACs increased 31.2%, while those to Senate candi-
dates increased 8%.

Contributions by PACs representing all other industries increased
by 13.5% to House candidates and 16.9% to Senate candidates, ac-
cording to Citizen Action.

However, the PACs that Citizen Action lists under the heading
"health and insurance industry PACs" include such disparate groups
as the American Medical Assn., the Independent Insurance Agents of
America and the American Veterinary Medical Assn.

Union health plans enjoined
AUSTIN, Texas--A Texas judge has issued a temporary injunction

against the National Council of Allied Employees, an allegedly bogus
labor union that Texas insurance regulators charge with selling fraud-
ulent group health insurance.

The injunction against marketing the purportedly union-spon-
sored health plans also covers 28 other defendants named in a
Texas Insurance Depaitment suit filed earlier this year (BI, May 18).

Texas District Judge Peter Lowry also ordered the defendants
to post bonds totaling $4 million to cover possible damages and
penalties.

The Glen Head, N.Y.-based NCAE and its amliates have been the
targets of regulatory action in several states and are under inves-
tigation by the U.S. Labor Department (BI, July 20).

Updates continued on page 46

Errors & omissions
• Sandra Burud is president of Burud & Associates Inc., a

child care benefits consultant in Pasadena, Calif. Burud & As-
sociates was misspelled in the July 20 issue.

• Bowring International Reinsurance Group did not even-
tually become Terra Nova Insurance Co. Ltd., as suggested in a
July 13 article.

Despite downgrades,
industry healthy: Best

By MICHAEL SCHACHNER

OLDWICK, N.J.-A.M. Best
Co.'s 1992 ratings of the prop-
erty/casualty and life/health in-
surance industries give almost
all of the nation's largest insur-
ers a clean bill of health.

However, smaller insurers
have been damaged by forces
like the ongoing soft property/
casualty market and the collapse
of the real estate market.

Within the property/casualty
industry, the total number of
companies receiving rating

downgrades outpaces the num-
ber of upgrades by about a 2-to-1
margin. Among life/health insur-
ers, downgrades outnumber up-
grades by more than a 4-to-1
margin.

Those figures alone would
seem to indicate that both in-

dustries are in dire straits. But
overall, both remain in adequate
shape, according to officials at
A.M. Best, which completed its
1992 rating process last week.

John H. Snyder, senior vp in
Best's property/casualty divi-
sion, asserts that many large

property/casualty insurers are
surviving the soft market. Mr
Snyder said most companies
posted improved combined ratios
and added to their surplus last
year despite continued low pre-
mium rates.

Meanwhile, most leading life

their deflated real estate portfo-
lios and are adding to their capi-

senior vp in Best's life and health
division. He noted that profits
are up among the Top 100 life

Continued on

FASB proposal decried
Asset standard

could add chaos

to volatile market

By JUDY GREENWALD

NORWALK, Conn.-A Finan-
cial Accounting Standards Board
proposal that would require
companies to report more of
their assets at market value
makes little sense for the insur-

ance industry and could create

problems in implementation, say
many critics of the proposal.

Insurers, accountants and
others contend that the draft ap-
proach-which is not yet a for-
mal proposal-will have a lop-
sided impact on insurers'
balance sheets: It would affect

only insurers' assets, not their
liabilities.

The proposal also could make
an already volatile industry even
more unsteady. And it will create
difficulties in classifying invest-
ments.

Railroad, insurers
I contest coverage

for settlement

of antitrust case
By SARA MARLEY

CHICAGO-Santa Fe Pacific Corp. and its
liability insurers are dueling in courts in
Texas and Illinois over coverage for a $350
million antitrust settlement.

The Schaumburg, Ill.-based railroad com-
pany in May filed suit against more than 30
primary and excess liability insurers, includ-
ing numerous London underwriters. The suit,
filed in Tarrant County District Court in Fort
Worth, Texas, seeks indemnification for the
$350 million settlement with the ETSI Pipe-
line Project and parent Energy Transporta-
tion Systems Inc., plus $100 million in court
costs.

A Texas jury earlier ruled that Santa Fe
and other railroads conspired to prevent con-
struction of the ETSI pipeline, which would
have transported coal from Wyoming to Ar-
kansas.

Then, last month, came a response from
Continued on page 38
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"There are a lot of problems
with it," said Dick Robertson,
executive vp of Lincoln National
Corp. "It will reduce the infor-
mation content of the financial

statement," making it a less reli-
able indicator of what companies
are doing, "which is not good
Policy."

The proposal would change the
reported value insurers' bond
holdings; investments in equities
are already reported at market
value.

Continued on page 41

Study advocates
uniform system
for health claims
Insurers agree on prototype

By MARK A. HOFMANN
and CHRISTINE WOOLSEY

WASHINGTON-Adopting uniform electronic
claims standards could cut the nation's annual

health care bill by $4 billion to $10 billion, accord-
ing to a report by a public-private insurance part-
nership.

Such standards could lead to a national elec-
tronic claims information network similar to a net-

work being established separately by the National
Electronic Information Corp., a clearinghouse of
data generated by 60 payer organizations, including
commercial insurers, third-party administrators
and managed care entities.

The Workgroup for Electronic Data Interchange
presented its recommendations to Health and
Human Services Secretary Louis Sullivan last week
in Washington. The group, which represents public
and private health care payers and providers, was
formed last year after Dr. Sullivan called for an
increase in the use of electronic claims submis-

sion and an examination of possible uniform com-
Continued on page 45
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Frequent upgrades
necessary to keep
Systems current
and to avoid costly
re-engineering fees

By MICHAEL BRADFORD

A risk manager who hasn't bothered to upgrade
his or her department's risk management informa-
tion system in recent years is holding onto a dino-
saur.

The breakneck pace of technological advance-
ments renders systems extinct if they are left un-
touched for a substantial length of time.

"There's not even a comparison today with what
a system did five years ago," said Jim Bell, director
of sales and marketing at Pyramid Services Inc. in
Ridgefield, Conn. "It follows the lines of technology
in general. Systems have grown in leaps and
bounds."

"Some risk management departments are still in
a very antiquated mode of operating," said Larry
Keough, risk management services systems man-
ager with CIGNA Corp.'s Risk Information Services
division. "They haven't stepped up to the techno-
logical stage."

But an old system is not necessarily an outdated
one, software firms point out.

"Somebody who didn't upgrade the system in the
last five years has a system that is 5 years old,"
noted Mark Dorn, president and chief executive of-
ficer of DORN Technology Group Inc. in Livonia,
Mich. But on the other hand, he added, "if it's been
upgraded, they've got a pretty great system."

Mr. Dorn pointed out, however, that if a risk
manager has waited five years to improve a RMIS,
"you don't want to repeat that throughout the
'9OS."

Instead, a system's viability needs to be ad-
dressed "religiously and aggressively throughout
the next five years," he observed.

2 /1

"If a system is upgradable, we
advise them to upgrade what they
have," said Neil Peterson, vp at
David Corp., a San Francisco-
based software firm that is a sub-

sidiary of The Wyatt Co.
An upgrade can leave a famil-

iar system in the hands of its op-
erators, Mr. Peterson noted.

Cost can be one of the deciding
factors when deciding whether to
scrap a system or upgrade, said
Mr. Keough of CIGNA. "Every-
body is cost-conscious right now,he noted, and vendors have to 
bring risk management depart-
ments up to speed technologically
at a reasonable cost.

Vendors can play a part in mak- 1
ing sure risk managers have the
latest technology on hand, Mr. Pe-
terson pointed out.

Like other vendors, David Corp.
issues regular software upgrades. -
"We have designed our system so
that it does not get out of date. We upgrade it twice
a year."

CIGNA Corp.'s CRIS Advanced Functions system
also has built-in upgrade procedures, said Bud
Baumann, CRIS applications manager. "There are a
number of ways for clients to contact us to make
sure the system is up to date."

And those changes, he noted, can be made for a
single client or incorporated into the entire sys-
tem if the changes would benefit other CRIS Ad-
vanced Function clients.

Risk managers and software firms can assess the
effectiveness of a RMIS and decide whether to

upgrade or buy new systems through several steps.
"We've gotten several projects over the last year

or two where people are running out of functiona-
lity," said David A. Tweedy, a senior consultant
with Betterley Risk Consultants Inc. in Worcester,
Mass. "They're getting to the point where they
need to decide whether to scrap their systems or do
some re-engineering."

Mr. Tweedy and others suggest that risk manag-
ers first look at whether the system is meeting a
company's needs.

Continued on page 11

Risk managers eye recovery
Layoffs, budget cuts continue, but at slower pace

By MICHAEL SCHACHNER budgets already did so in 1991 president of the Risk & Insur-
and 1990, according to risk man- ance Management Society Inc.

Risk managers hope the worst agers. One casualty of the recession
of the recession is behind them. But restrictions on staffing, has been the job market for risk

The sluggish economy has travel, computer enhancements, managers.
forced many companies over the internal claims management and Many unemployed risk manag-
past few years to lay off risk participation in trade associa- ers have been taking consulting
management staff, trim risk tions largely remain in effect. positions-often with their for-
management budgets and se- -Unfortunately, we're the first mer firrds-to tide them over
verely curtail travel and risk discipline to get cut when the until the job market improves.
management projects. economy turns poor, and we're "Companies have become very

Such cutbacks continue at also one of the last ones to re- short-sighted. There is much less
some companies, but the pace turn. Small upticks in the econ- need now for top risk managers,
has slowed since last year, ac- omy just aren't enough to bring because companies are looking to
cording to risk managers and back risk management in full," consultants," said Larry Neigh-
consultants. said Suzanne Crager, assistant bour, fornner director of risk

Most companies that decided vp-risk management with PNC management for General Instru-
to trim their risk management Financial Corp in Pittsburgh and Continued on page 6
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Low rates deter

premium financing
Finance companies cite advantages

By SARA J. HARTY

Premium finance companies
are making a big marketing push
to convince brokers and com-

mercial policyholders to consider
their services.

Finance companies want poli-
cyholders to take out 12-month
loans to pay their insurance pre-
miums, rather than paying large
premiums all at once. A down
payment is generally followed by
nine monthly installments, much
like an auto loan.

Premium financing offers ad-
vantages-like improved cash
flow-even to companies that
can afford to pay their premiums
up front, the finance companies
maintain.

The recession has forced many
companies to consider all sorts of
ways to get the most for their
money. And with interest rates
low, finance companies are tout-
ing their low-cost loans.

But few commercial policy-
holders seem convinced: Fewer
than 15% finance their commer-

cial property/casualty premiums.
Continued low insurance rates

have discouraged many com-
panies from considering pre-
mium financing. And as the com-
petitive market continues, many
insurers are offering installment
plans, which have most of the
same benefits as premium fin-
ancing at little or no added cost.

Many risk managers say they
would no more finance their pre-
miums if they could pay up front
than they would carry a balance
on a personal credit card if they
could pay off the account.

That doesn't seem to discour-

age Gil Zitin, chairman and chief
executive officer of Cananwill

Inc; a Chicago-based premium
finance unit of Aon Corp.

"The logic for paying a pre-
mium over a period of time is
very persuasive," said Mr. Zitin.
"Usually you pay for things as
you use them," and premium fin-
ancing allows companies to pay
for insurance the same way they
pay rent, he explained.

Improved cash flow is one ad-
vantage premium finance com-
panies often cite. Another is that
it may free up reliance on other
established lines of credit. And,
paying in installments allows the
risk manager to tailor a billing
plan that fits the company's spe-
cific cash flow needs.

"Premium finance is really a
unique alternative to bank
credit. The main advantage is in-
creased cash flow and the preser-
vation of working capital," said
Richard S. Baird, senior vp of
marketing at Afco Credit Corp.
in New York. Afco is a subsidi-

ary of Continental Insurance Co.
Finance charges, of course, are

the chief disadvantage to pre-
Continued on next Page
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Continued from previous page
mium financing.

Current interest rates charged
by the companies could range
from "the high fours" up to
about 9%, with the chief deter-
mining factors being the credit
caliber of the policyholder and
the size of the premium, Mr.
Zitin said.

Larger premiums generally re-
sult in a lower interest rate.

For brokers, the chief advan-

tage of premium financing is the
fact that their commission is

earned up front. In addition, the
collection risk-and the cost of

billing-is transferred to the pre-
mium finance company.

"The agent gets improved cash
[low and is able to pass the col-
Lections role of 'bad guy' onto the
finance company." said Russ

Bigwood, premium finance man-
ager for AMGRO Inc., a unit of
Hanover Insurance Cos. in

Worcester, Mass.

Historically, smaller com-
panies have relied on premium
financing. Today, though, fin-
ancing premiums of $10 million
or more is not unusual, according
to Cananwill's Mr. Zitin.

And in the past, the typical
user of premium financing was
generally considered to be "cash
poor," said Mr. Baird of Afco.
That is not necessarily true any-
more, he said.

"There is no industry or size of
business that benefits more than

another" from premium financ-
ing, said Paul A. Zarookian, vp
of A.I. Credit in New York, a
subsidiary of American Interna-
tional Group Inc.

"Years ago, people who fin-
anced were the ones who could

not afford to pay. Today, they
have the income, but are trying
to increase their cash flow," sug-
gested Phil Spinella, senior vp of
Imperial Premium Finance Co. in
New York.

"With the economy in the state
it is, more and more people are
looking for ways to handle cash
flow in more creative ways,"
agreed Bob Reich, president of
Transamerica Insurance Finance

Corp. in Baltimore.
Many users "can pay now but

are unsure of the future" and

prefer to be able to budget for
several payments over time, said
Mr. Zarookian.

Still, many risk managers re-
ject the practice.

"We used premium financing
for a couple of years," said a risk
manager at an electronics manu-
facturer in the Northwest.

The company stopped using it

because "we found it to be more

trouble than it was worth," he
said.

For instance, in-house ac-

counting for premiums was com-
plicated by the need to separate
interest payments from actual
premium, the risk manager said.

"We have the financial re-

sources to pay up front" and that
is what the company is currently
doing, he said.

"I don't believe in it," said
John D. Veale, director of risk
management for the Shriners
Hospitals for Crippled Children
in Tampa, Fla.

"It's like using credit cards. If
you don't need to borrow, it's
best not to," he said.

Nevertheless, finance com-

panies say business is growing.
At Afco, with client premiums

ranging from $3,000 to $15 mil-
lion per year, volume is up more
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than 5% this year, Mr. Baird
pointed out.

Imperial Premium expects to
set a new record for premiums
financed this year. At the least,
Mr. Spinella said, "We will fi-
nance over a billion dollars in

premium for the third straight
year."

'*We are seeing an increase
from larger companies, including
Fortune 500 companies that are
driven by a desire for better cash
flow," said Mr. Reich of Transa-
merica, which finances an aver-
age premium of about $20,000.

Overall volume is up about
12% since last year, he said.

And, industrywide "there is
significant room to grow," Mr.
Reich added. Only 12% to 15% of
commercial premiums that could
be financed currently are fin-
anced, he noted.

Marsh & MeLennan Inc. has

begun to emphasize premium
financing and is "bringing it to
the attention of our clients" as

something that may be benefi-
cial, said Raymond P. Walsh, se-
nior vp in New York.

At least one brokerage execu-
tive says demand for premium
financing has remained fairly
constant in recent years.

It is "truly an option we use,
but not on a day-to-day basis,"
said Robert K. Meyers, senior vp
at Johnson & Higgins in New
York. "It's simply not a hot issue
right now."

While no particular type or
size of company is most likely to
benefit from financing, some
types of coverage are more likely
to be financed.

Umbrella and surplus lines
coverages are more likely to be
financed, because insurers gen-
erally don't offer free installment
plans for those lines.

"The soft market does not af-

feet that block of business," said
Afco's Mr. Baird.

However, one effect of the soft
market is that much of the busi-

ness that would normally be
written by surplus lines insurers
has instead flowed into the vol-

untary market, noted AMGRO's
Mr. Bigwood.

"That trend should definitely
reverse when the market hard-

ens," he added.
Meanwhile, premium financing

"is probably equally as popular
on the commercial side" as it has

been in the past, according to
Mr. Bigwood.

For workers compensation,
though, "it is definitely more
popular," Mr. Bigwood said.

The workers comp market "has
shifted to the involuntary and re-
sidual market, which doesn't
offer the financing plans that the
other lines offer," he said.

The recession has had a two-

fold impact on premium financ-
ing, suggested M&M's Mr. Walsh.
"More companies are probably
interested in financing their
loans but, at the same time, the
recession has caused interest

rates to fall to such a level that

the rate of return on alternative

investments has decreased," re-
ducing the benefits of premium
financing, he said.

Low interest rates are eating
away at the advantage premium
finance companies generally
offer over alternative means of

credit, Mr. Baird agreed.
"Environmental factors are

never single in their impact,"
noted Mr. Zitin of Cananwill.

"The recession leads to increased

premium financing as (policy-
holders) are looking to manage
their cash more effectively. On
the other hand, the soft insur-

Continued on page 6
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"People make a difference at Frigo. So does Wausau."

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

NUa differEnt' tech computers and automated production lines, their authentic Italian cheeses are still made

by authentic cheese makers.

"People make this com-

pany work;' says David

Leonhardt, President ofthis
fit/

Green Bay, Wisconsin,

company "And, it's the

, quality of these people

how they feel about

themselves, their sense of

accomplishment that

makes this company suc-

cessful

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

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

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

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

Because Frigo Cheese
considers their _L image, their service reputation, that gives our employees a good, comfortable feeling"
people a main (33
#*1*5 JJZLr <
theychose *mi*-*r#.. ' .i 1' When people are important to a com- G.„IL, -4 WAUSALJWausau

21;;13i*," 35£___' /0  * pany, the company finds it important ,sp,..,...:. INSURANCEdental and /*ofit
sharing plans. 1 * to be with Wausau.

Wausau Insurance Companies, 2000 Westwood Drive, Wausau, Wisconsin 54401 Telephone (715) 845-5211 A Member of the Nationwide® Group
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Spotlight report

Premium financing
Continued from page 4
ance market has brought premi-
ums down," leading to an in-
crease in free and low-rate in-

stallment plans from the insur-
ers, he noted.

More insurers-or agents-are
offering free installments in an
effort to bring in more business,
Mr. Bigwood agreed.

"Traditionally, this is a short-
term effect. However, (this time)
I don't see it entirely disappear-
ing with a market turn."

Even when insurers offer free

installment plan, premium fin-

ancing may ultimately be a bet-
ter deal, argued Mr. Zitin. Offer-
ing free financing deprives an
insurer of valuable investment

proceeds, he explained.
So even insurers that offer

"free installments" may be will-
ing to provide discounts for up-
front payment.

Premium finance companies
can help a policyholder gain that
discount by financing the pre-
mium upfront.

Afco also has found that many
insurers will agree to a cash dis-
count for premiums paid up
front and the premium finance
firm urges the brokers it works

with to explore this option, Mr.
Baird said.

Another advantage cited by
premium finance companies:
They can generally be more flex-
ible than insurers, requiring
smaller down payments and in-
stallments that are tailored to a

policyholder's needs.
And because many policyhold-

ers deal with more than one in-

surance company, free paynnent
plans may vary greatly among
insurers, creating "a bit of an
administrative burden on the eli-

ent and broker," said Mr. Baird.
To attract brokers, more insur-

ers are turning to direct billing

plans. Arranged by insurers,
these plans take agents comple-
tely out of the collection pro-
cess, making it much easier for
them, said Ray Subers, vp of
marketing for INAC Corp., a
Philadelphia-based subsidiary of
CIGNA Corp.

To compete, "we believe that
you've got to automate the pro-
cesses" associated with premium
financing, he said.

For example, INAC provides
"direct deposit" of loan pro-
ceeds, electronically depositing
the money into the account spe-
cified by the agent, eliminating
paperwork and mail delays. I

PARADIGM OPENS A NENWINDOW
ON THE WORLD OF
RISK MANAGEMENT.

Uiven my 30 years in the
insurance industry, I know from
experience that risk managersneed
an automation system that is easy
to use, flexible, and has full ana-

lytical capabilities.With its
Graphical User Interface,
Paradigm's ParaRisk can replicate
both the visual appearance and
processingsequenceofyourcurrent
methods. Companies now have a
cost effective means to administer

claims and analyze risk."

Larry Hoehne
Chairman, Paradigm infosysterns

PARARISK
BENEFITS:

• Easy-to-use visual interface
reduces training costs

m Flexible system automates
your current methods

• Productivity tools speed claim
processing

• Powerful spreadsheet for
analyzing loss development

• Ad hoc report generator
produces custom reports

. Risk management is now as
easy as "point & click"

Claim: 91-9018Clal.=1: Moom. st.* lill
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e chose the Macintosh for Paradigm's new ParaRisk to
take advantage of capabilities not available in other systems. With
the Mac's easy-to-use visual interface, you can now administer
claims and analyze risk faster, more accurately, and with greater
productivity.

Now we know what you're thinking: How can I run a Mac-
based program when my company uses only DOS computers? Don't
worry. ParaRisk is so flexible it can be integrated into most popular
DOS-compatible networks. ParaRisk is also cost effective as a
stand alone system.

Open a new window on your world! For further information,
call 800-637-5766 or fax our sales department 206486-3173.

I PARADIGM
INFOSYS T,E MS

Copyright 1992. Paradigm Inlosystems. All trademarks or registered trademarks are the property of their respective owners.

Recession
Continued from page 3
ment Corp. of Lyndhurst, N.J.

Mr. Neighbour has been work-
ing as a consultant to General
Instrument since the company
laid him off in April 1991. Good
job opportunities in the current
economic climate, he said, are
sporadic at best.

"Companies that are hiring
may be taking some advantage of
the recession. They know that a
position that would have com-
manded $100,000 can now be
filled for much less," he said.

A consultant agreed that top
risk managers are having a more
difficult time in the job market.

"Most of the people who are
finding work in the field are ju-
nior-level people who command
lower salaries. Senior risk man-

agers are being replaced by
lower-paid internal hires," ex-
plained Michael R. Levin, a con-
sultant in Chicago with the Til-
linghast division of Towers
Perrin. "In many cases, work-
loads are being shifted to other
departments, so the need for full
risk management staffs is not as
great."

Joan Schmidt, associate pro-
fessor of risk management and
insurance at the University of
Wisconsin in Madison, also sees

fewer spots for experienced risk
managers.

Government risk management
programs are growing, but the
salaries are low, she noted. And
larger corporations still are
looking for people, but they are
increasingly looking for recent
college and business school grad-
uates, she said.

"Risk management has a long-
standing history of not being re-
cognized," said Susan Schrenzel,
a vp with Johnson & Higgins in
New York. "Management doesn't
see it as a profit center."

"Risk management is viewed
as middle management, which is
the area from which resources

are diverted when times get
tough," agreed Ms. Crager.

"All in all, I'd say we're still
doing OK. But we could be doing
much better. Corporations are
still cutting jobs, but at the same
ti'me the discipline is expand-
ing," she said.

Ms. Crager sees the risk man-
agement discipline expanding in

risk financing mechanisms; in-

Disabilities Act.

advances," she said.

as it was a year ago, according to
sonne observers.

ing to explore the field more.

peers.

Continued on page 16



1990

1991

Now in a $10 Million Quantity !

ECS Underwriting and Reliance National announce new $10 million limits
on Environmental Liability Coverage.

In response to continued industry demand, ECS Underwriting through Reliance
National has raised the coverage limits on all environmental liability and related
policies to a full$10 million.

For years we've been building our business by introducing new products
and expanding services to meet the changing needs of a growing industry.
And our commitment is reflected in our track record....

1980

1986

1987

1988

1989

1992

First to develop a comprehensive Environmental Insurance Program
for American industry.

Environmental program expanded to include Contractors Pollution
Liability coverage.

$5 million limits on Auto Liability including Pollution Coverage and
MCS-90 endorsement.

First to introduce Consultants Environmental Liability Program, bridg-
ing the gap between Contractors and Consultants Pollution Policies.

First to introduce First Party Pollution Cleanup Policy to the market-
place.

Increased limits on all Pollution Policies.

Property coverage introduced as part of Environmental Insurance
Program.

New limits of $10 million on all Environmental and Related Liability
Policies.

More than ever, ECS stands ready to assist and protect environmental
business better than anyone else in the insurance marketplace. It's all part of
our continuing tradition of serving the business that made our business what it
is today. And watch for more major developments in 1992.

Call (800) ECS-1414 for more information on our new $10 million
coverage limits. A lot of coverage - from a lot of company.

ECS THE CHOICE

Underwritirg, Reliance National
Inc.

An ECS Company

Environmental insurance protection for American industry.

OFFERING: Pollution Legal Liability, Contractor Pollution Liability, Consultants Environmental Liability, Professional
Uability, First Party Pollution Cleanup, General Liability, Automobile Liability and Property.
PROTECTING: Transporters of hazardous waste/materials, treatment, storage and disposal facilities, contractors,
consultants, landfills, lenders, generators, manufacturers, and many other dasses of business.

One East Uwchlan Avenue, Suite 300, Exton, PA 19341. Or call(800) ECS-1414 (In PA (215) 2694731), FAX (215) 524-5354
7hese programs are underwri#en by Planet insurance Company, Ph#ade/phia. PA, a member o/the Re#ance msumnce Group. © 1992 92-11-LTS-7/27
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Opinions

Richer benefits-by stealth
F MEMBERS OF CONGRESS want to find outwhy benefit managers are so disgusted with the
legislative process, they only have to turn to a De-
fense Department spending bill, H.R. 5006, passed
last month by the House of Representatives and now
awaiting Senate action.

As we have reported, an amendment to the bill, pro-
posed on the House floor by Rep. Martin Frost, D-
Texas, and tucked in at the tail end of the 600-page
measure, would require major defense contractors to
provide rich new pension benefits for older workers
whose jobs are terminated (BI, July 20).

Companies would have to provide two new bene-
fits for employees age 55 and older with 10 years of
service and who are laid off or terminated due to
cutbacks in defense spending.

First, a company would have to provide a monthly
$500 supplemental benefit until the laid-off worker
reached age 62. In addition, it would have to provide a
full pension benefit without any actuarial reductions
for age.

The cost implications of these new mandated bene-
fits would be staggering. The $500 monthly supple-
mental benefit could cost $42,000 over a seven-year
period for just one employee; the enhanced pension
benefit could cost tens of thousands of dollars per
worker.

Companies laying off thousands of workers-as they
are expected to when the defense industry downsizes-
could have to pay millions more in pension benefits.

That extra cost would come at a time-as business

dries up-when defense contractors could least afford
it.

And, if the cost of this new benefit mandate, along
with other factors, caused a contractor to go broke,
unfunded pension liabilities would have to be paid by
the Pension Benefit Guaranty Corp., and ultimately
other employers who pay premiums to fund the federal
agency.

Costs are just one problem-albeit a huge one-with
the amendment.

There is the matter of whether it is equitable to
single out a specific industry's workers. No doubt
the defense industry is going through a painful ad-
justment as contracts are cut back and workers are
laid off following the end of the Cold War. But that
hardly makes defense contractor employees unique. Big
layoffs also have taken place in recent years in the
steel, airline and automobile industries.

Letters

B
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If employees working for defense contractors re-
ceive enriched early retirement benefits when they
are laid off, why shouldn't similarly situated employees
working in other industries receive the same benefits?

By the same reasoning, would it be fair for an
employee who works for a corporate unit that is a
defense contractor to receive rich early retirement ben-
efits if laid off while an employee working down the
hall for another unit without a government contract is
not eligible for the same benefit? Try explaining that to
employees.

Finally, there is a very practical consideration over-
looked by legislators. Would it really be possible for a
conglomerate to neatly categorize all employees into
defense and non-defense units for determining eligibil-
ity for the mandated benefit?

These questions-cost, equity and compliance-are
all important. But there is no evidence that legislators
have given them a moment of consideration.

The Frost amendment was tacked onto the De-

fense Department spending bill without the benefit
of hearings by the congressional tax and labor commit-
tees, which have jurisdiction over benefit issues. And,
there was virtually no discussion of the amendment on
the House floor.

In other words, the Frost Amendment is a sneak at-
tack on employers.

Hanover continues as servicing insurer in Maine
To the editor: A June 29 Update,

"New Maine Work Comp Insurer," that
refers to Hanover Insurance Co. and

its role as a servicing insurer for Maine
residual workers compensation market
gave the impression that Hanover had
stopped performing this role. This is
not the case.

Hanover continues to be the largest
servicing insurer for residual market
workers comp in Maine with about
40% of the market. In January, we
asked the National Council on Com-

pensation Insurance to no longer make

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 clarity or space. We wilt
not publish unsigned Letters. Send
your comments to Letters to the
Editor, Business Insurance, 740 N.
Rush St., Chicago, ILL, 60611-2590.

additional assignments, since we felt
we had reached our maximum ability
to service the accounts.

Unfortunately, a capacity problem
has 'arisen in Maine due to the large
number of insurers withdrawing from
the state. The insurance superinten-
dent ordered Hanover to take addi-

tional assignments in the month of
June while another servicing insurer
was being licensed.

Hanover will continue to fulfill its

obligations to the employers in Maine
as a servicing insurer. We will, how-
ever, monitor closely the results of the
expected special session in the Legisla-
ture and see if we are finally able to
put the Maine comp crisis to rest.

Lincoln J. Merrill Jr.

President/General Manager
Hanover of Maine Inc.

Scarborough, Maine

Falling interest rates will hurt insurers
To the editor: It was with great un-

easiness that I read the July 13 midyear
property/casualty market report, "Rate
Hikes Still Not in the Wind," and other
comments about inadequate pricing.
The "mindless competition" in quest of
market share has finally reached Ar-
mageddon.

Interest rates on so-called conserva-

tive securities have declined dramati-

cally in recent months. The clearest in-
dication came with the calling in of $8

billion in municipal debt on July 1.
This allowed these public entities to
reissue those debt instruments at long-
term rates not seen in decades.

The effect of this move, as well as
other declines in interest rates, have
rendered "prudent actuarial assump-
tions" about investment income as dis-

astrously obsolete. The bell tolls for the
entife industry.

Lawrence C. Vitale

Convent Station, N.J.
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Unfortunately, most clients that really need our
pollution coverage don't even know it.

I.

r No matter how small your pol-
lution risk, a sudden and accidental hazard

, can leave your assets vulnerable. And you may find
that you're not covered by your general liability policy. At

Commerce & Industry, we offer Preferred Risk Pollution Liability
coverage for companies with special limited pollution coverage needs
such as light manufacturing, warehousing, distribution, and retail
operations. In addition, because your pollution risk is significantly lower,
you can be insured at lower rates.

C&I's PRPL coverage is designed so that the insured is covered from the date
of inception forward from then presently unknown and unexpected ppllution
conditions. As a member company of American International Group, one of the

few insurance organizations to have earned the highest ratings from the major
rating agencies, C&I has the strength to be there for you and your business. :

4

For more inf6rmation, contact Peggy Oillen at (212) 770-5180.
(g» f After al 1, when it comes to protecting your business from , . F::

pollution risks, ignorance is far from bliss. r
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AIG Worldleadersin insurance andfinandal servioei
Commerce & Industry Insurance Company

A member company ofAmerican International Group, Inc.

Coverages and/or services may not be available in all states. Please check the actual policy for full details of coverage.
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Recession
Continued from page 6
omy turned sour.

"I think risk management is
placed at a higher level in the
trucking industry than in other
lines of business. We're not mid-

dle managers. Trucks can't run
without insurance, so for us, risk
management isn't cyclical," he
said. "And more people are leas-
ing trucks these days than buy-
ing them. So we're doing more."

However, other members of the
Philadelphia Area Insurance Man-
agers' Assn. have not fared so well,
Mr. Frazier said.

"We're all aware of layoffs. We
know good people who have been
out of work for over a year. In
truth, there's not a whole hell of a
lot out there," he said.

There are more unemployed risk
managers than positions open,
agreed Bill Perry, president of
Logic Associates Inc. of New York,
an executive recruiting firm that
specializes in risk management.

"Competition for jobs is fierce.
A search today can easily produce
a handful of excellent people who
could automatically fill an open-
ing," Mr. Perry said.

On the positive side, job pros-
pects for risk managers are bet-
ter now than during any time over
the past two years, he contends.
"Things aren't as good as five years
ago, but they are much better than
last year or two years ago. There
are more positions open at the six-
figure salary level, and the turn-
around time between jobs is get-
ting shorter."

Mike Tannenbaum, executive vp
with Richard Meyers & Associates
[nc., an executive search firm in
Florham Park, N.J., also sees indi-

cations that the job crunch is eas-
ing.

"While the number of employ-
ment opportunities has been
greatly reduced in the past cou-
ple of years, a lot of smaller com-
panies are now starting to realize
the value of risk management," he
said. "Unfortunately, the larger
[irms seem more content to leave

risk management services to their
brokers or consultants," Mr. Tan-
nenbaurn added.

"There tends to be more reliance

on brokers and consultants to ar-

range coverage programs," agreed
Mr. Neighbour. "Corporations
don't need an active insider as

much when they can supplement
their needs with brokers and make

do with administrative people," he
said.

"Risk management is being sub-
iected to the same corporate down-
sizing as many other departments,
but the issues aren't going away.
rhe work still has to get done," ob-
served Cathy McKeon, director of
risk management consulting for
the New York region with Coopers
& Lybrand. "In fact, the responsi-
bilities increase, because there are

fewer people working on projects,"
she said.

"For some ill-conceived reason,
safety is an area that is considered
expendable if profits are down,"
Ms. McKeon said.

"Companies acknowledge that
they're consolidating their loss
control operations," added Mark
Charron, a senior manager with
Deloitte & Touche in Hartford,
Conn. "But this is just a nice way
of saying you're cutting back. It's
just that companies can't admit
that they're cutting back on safety.
It's a bad message to deliver, but
it's happening."

In-house claims administration

is another casualty of corporate
cutbacks, Ms. McKeon said.

"If a company is forced to elimi-
nate jobs, dropping a claims staff

as a whole is one way to do it," Ms.
McKeon said.

Employers that scale back safety
and claims management efforts
may be hurting the one area to
which most employers remain
committed: controlling workers
compensation costs.

"Workers compensation costs
have grown so high that it's the
one area companies cannot ignore,
regardless of the economy," said
Ms. Schrenzel. "But this need isn't

translating into companies bring-
ing in new people to respond to
workers comp. They won't pay the
additional salaries, but instead ex-
pand the responsibilities of the
current staff."

Mr. Tannenbaum of RMA also

noted that as a result of the econ-

omy, risk managers and their staff
are being called upon by manage-
ment to "cross over" and handle

other duties.

'We know good

people who have
been out of work for

over a year,' says
Mr. Frazier.

With the poor economy and
lower corporate profits, "it's no
longer a case where one person is
responsible for casualty and an-
other for safety. Almost all cor-
porate risk management depart-
ments are smaller and those still

working have more diverse job re-
quirements," he said.

A Logic survey conducted earlier
this year found that risk managers
are being forced by the recession to
take more hand-on responsibility
for a variety of tasks (BI, April 6).

Risk managers also say their
travel and expense budgets remain
under tight scrutiny.

"Travel is one of the areas where

the cutbacks are most noticeable,"
said Dennis Slabaugh, corporate
risk manager for Community
Health Care Inc. in Naples, Fla.
"We're a resort-oriented region, so
the economy hasn't hurt us as
badly as some other areas, but only
about three members ofthe South-

west Florida chapter of RIMS at-
tended the annual conference in

Anaheim. That tells you some-
thing "

"The recession has definitely
caused reductions in the time risk

managers spend traveling and at-
tending conferences and meetings,"
said Ms. Crager. This year's RIMS
conference "was pretty well-at-
tended, but our association and the
local chapters are experiencing a
decline in activity. No longer do we

A Taste.

Workers' Compensation.

Workers' compensation insurance was
our first line of business at Kemper.

And even back at the start, 80 years
ago, our commitment and service made us
a leader in the field.

Today, what sets us apart is our total
approach to workers' comp-an integrated
approach to help minimize your risk and

attend every industry meeting or
conference."

The situation is quite similar in
Canada, where corporate risk man-
agers are working under more res-
tricted budgets.

"While there are no blanket re-

strictions on necessary travel, we
have to fly coach class," said Wel-
don Wheeler, manager of corporate
risk and insurance with Royal
Trust Co. in Toronto.

Mr. Wheeler, who also is presi-
dent of the Ontario chapter of
RIMS, said only a handful of On-
tario-based risk managers went to
the RIMS conference in Anaheim,
Calif. "It was my first international
trip in three years."

Mr. Wheeler says Royal Trust's
risk management staff consists of
two people: he and an assistant.
"And I get the feeling that this is
the way it's going to be. We won't
be growing as a unit. This is it." I

save you money on loss costs, while deliver-
ing the quality care your employees deserve.

And we can offer cost-saving
approaches not only for workers' compen-
sation, but for all your commercial cover-
ages, including property, general liability,
commercial auto, highly protected risk,
and boilerand machinery.



RMIS popular among risk managers
System Number used by Year first Average Type of

s.L Vendor risk managers directly installed pricesl hardware needed
CS Online

Corporate Systems Ltd. 3,600 1967 Varies mainframe

SISDAT
1,752 1975 ,«» -2» «, mainframeCrawford & Co.

Risx-Facs
Varies898 1983 personal computer ,, Gallagher Bassett Services Inc.

1' Claims Management Reporting System (CMRS)
664 1975 -2! « GAB Business Services Inc.:»>, . w mainframe ,

1 SAILOR On-Line
647 1988 Varies mainframe iThe Travelers Cos.

RISKMASfER Software Series
503 1982 $18,000 gr personal com-put6-r - 1

DORN Technology Group Inc. _ $45,000 or mid range 
Compwatch 11

' Compwatch Corp. 400 1989 $1,500 personal computer

Total Loss Valuation Services
personal computerCCC Information Services Inc. 350 1980 Varies
or mini-computer 1

1 prices are based on first year of service; costs vary according to claim volume, data base size, utilization, access charges and additional |
2 services. 2 Bundled product; buyers must purchase daims administration services. 3 For personal computer and Unix/LAN, respectively. 
i Source: B/survey
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The Whole Enchilada.
000 110/44 (Crinf'Hics

Safety and ergonomics consulting services
Loss control seminars

Occupational health consulting services
Industrial hygiene and laboratory services

Kemper TelePlus™ accident reporting for faster claim response
Investigative services

Experienced, professional claim representatives
Personal servicing

FOCUS claim monitoring systems
Litigation management
Subrogation recovery

Special investigative claim fraud unit

Special handling of serious injury claims
Preferred provider organization (PPO) program

100% medical provider computerized bill audits
Utilization reviews

Medical/vocational case management

Bl *jil[dmani#M dIEO AM**4#
Claim/managed care performance reports

Client claim reviews

Customized Reporting Program (CARES)®

As the leader in delivering integrated
risk management services, Kemper offers
a depth and breadth you won't find
with other insurers or risk management
companies.

You can take advantage of our total
package, or we can custom-combine our

FOLLOW THE LEADER

Call your independent agent or broker who represents Kemper

services to help solve your company's
unique needs.

Anyway you choose, our services pro-
vide lots of ways to help minimize your risk
and maximizeyoursavings.

More than a taste, we give you the
wholeenchilada.

KempeR

©1992 lumbemiens Mutual Casualty Company
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RMIS advancements
Continued from page 3

Going through a "needs identifi-
cation" means "ticking off the items
that are not able to be done by the
system" and then trying to predict
future needs, he said.

Ask yourself what your company
will be doing over the next few
years, Mr. Tweedy advised risk
managers. Expansion and introduc-
tion of new products are examples
of how a business can change in
ways that affect the viability of a
RMIS, he added.

"Once you do all the homework,
then you take a look at the needs of
the company against what's avail-
able. Will it be worth investing in a
new system?" said Mr. Tweedy.

"More times than not, you're able
to augment what's there without a
complete scrap," he said. "It's un-
usual that we tell people to start

over, but it does happen."
In most cases, conscientious risk

managers aren't going to fall too
far behind RMIS technology.

Mr. Dorn pointed out that there
are two types of risk managers who
deal with risk management infor-
mation systems. While one "hasn't
made system management part of
his (or her) core responsibilities" and
delegates system management as a
clerical function, the other sees the
system as an integral part of man-
aging risk and stays on top of the
emerging technology.

Most of DORN Technology's cli-
ents fall into the latter group, he
noted, adding that they are con-
cemed about such matters as com-

puter viruses and the error rate of
a data base.

Still, "It's curious how some peo-
ple will go along and figure, 'If it's
not broken, don't fix it,' " said Alan
B. Cantor, president of software
firm Cantor & Co. in Beverly Hills,
Calif. That philosophy doesn't jibe
with risk management information
systems, he warned.

Risk managers "should always try
to improve the way systems are
operating, both from efficiency and
productivity standpoints. The bot-
tom line is increased competitive-
ness" for the company, according to
Mr. Cantor. When looking to up-
grade, install a new system or
change RMIS vendors, risk manag-
ers can use several resources.

"It's good to keep things simple,"
advised Scott Gilmour, vp of mar-
keting at Corporate Systems Ltd. in
Amalillo, Texas.

Directory listings like the one that
appears in Business Insurance and
the yearly RMIS review written by
Mr. Tweedy "are a good starting
place to learn about the major ven-
dors and what they offer," he said.

Risk managers also should ask
their peers what systems they use
and how those systems perform, Mr.
Gilmour said.

"If I were a risk manager, I would
go to the directories, get a listing of
systems that match my needs, then
go talk to other risk managers" who
use those systems, agreed Mr. Bell of
Pyramid.

Brokers can also help. "Have the
broker do some investigation into
what's available in risk management
information capability," suggested
Mr. Keough of CIGNA.

A risk manager will have to assess
the long-term strategic needs of the
company, he said, to determine
which systems best meet them.

"Some consultants will say you
need a full-blown study, and some
cases may warrant it," Mr. Gilmour
said . But software firms are "pretty
sophisticated when it comes to con-
sulting, and some of us understand
risk management and the types of
tasks that can be automated."

Once a risk manager has iden-
tified what the RMIS should do and

who can supply the proper system,
two or three firms should be se-

lected, Mr. Gilmour said. "Spend
some quality time with two or three
that can provide the services you are
looking for. Make on-site visits and
visit client sites."

Once risk managers decide on a
vendor and a system, they often find
they're able to get more bytes for the
buck.

"Prices for a lot of systems have
gone up a bit, but at the same time,
there are a lot more features built

into them," Mr. Bell pointed out.
"Regardless of what you had four

or five years ago, you can probably
get a lot more power for rninimum
cost by getting hardware upgrades
or replacements," Mr. Cantor
agreed.

"Networking," or the use of local
area networks, is the wave of the

RMIS future, according to many
Continued on next page
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Cost-Effective Solutions

for Costly Problems

hen it comes to questions about property loss
control, do you ever wonder i f 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

C (800) 723=3890
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RMIS advancements
Continued from premous page
systems experts.

Local area networks tie together
personal computers within a com-
pany's risk management department
or throughout the entire company
and allow usens to share data.

"If I were a risk manager think-
ing of upgrading or buying some-
thing, my preference would be a
network type of system," said Minh
Vu, a consultant with The Wyatt Co.
in Chicago.

Network systems let risk man-
agers pull together information from
all parts of a company.

Mr. Peterson of David Corp. noted
that the huge increase in power pro-
vided by network systems is one of
the biggest advances in RMIS tech-
nology. The PC-based systems are
now "as powerful, if not more pow-
erful, than the (minicomputer) sys-
tems," he said.

"And the prices have come down
dramatically" from a year or two
ago, Mr. Peterson said. "It's a good
buyer's market for the user."

One consultant that specializes in
developing information systems that
tie together different internal man-
agernent processes stresses the need
for risk managers to be connected
with other managers.

"The risk management process
depends on a lot of data frorn a
lot of sources," said Michael Net-

ten executive vp of the DeSola
Group in New York, And if some
managers are getting their data on-
line while others are receiving pa-
perwork on a monthly or quarterly
basis, "rarely are they all brought
together."

The DeSola Group determines the
information needs of managers and

1

the infrastructure needed to meet

those needs. Together with internal
working groups and vendors, a net-
work system can be put together
that links risk managers with other
departments and allows a sharing of
information that can be used in risk

management decisions.
Risk managers who have stayed

current with technological changes
are taking advantage of them to cre-
ate more efficient systems.

To track medical malpractice
claims filed with a risk retention

group it administers, the Connect-
cut Hospital Assn. installed a sys-
tem developed by Pyramid Services
about three years ago, according to
David Lucey, financial/systems an-
alyst at the Wallingford, Conn.-
based association.

Recently the 25-user network
began to take advantage of sorne
of the new technology, he explained.

"Where we're headed is toward

more imaging and PC faxing," said
Mr. Lucey. PC faxing allows the
computer user to generate and send
a facsimile document, rather than

having to feed a hard copy into a
separate machine.

Imaging is helping the association
whittle away mountains of paper,
he said. Closed claims are now

scanned and the irnages stored in
the system, Mr. Lucey said. "It's the
first step we're taking toward the
paperless office."

Microsoft Corp. in Redmond,
Wash., is putting together a RMIS
that takes advantage of the tech-
nology the software giant has de-
veloped and provides a wealth of
new risk management information.

Microsoft is one of few companies
that is developing a RMIS in-house
(see story, page 13).

"Microsoft is thoroughly ne-

tworked," explained Scott Lange,
corporate risk manager. "We all
have PCs on our desktops."

Using windows technology that
allows data and graphics to be man-
ipulated in on-screen windows, Mr.
Lange is tying risk management to
all of the company's locations.

Users anywhere in the Microsoft
system will have access to risk man-
agement and insurance information
simply by clicking a mouse on the
proper window. The system will
computerize much of the informa-
tion normally sought from the risk
management department by phone.

Despite ali the high technology,
many risk managers do not get
enough out of their systems, Mr.
Lange said.

"A lot of people in risk man-
agement look at risk management
information systems as being one-
dimensional, for claims tracking,"
said Mr. Lange. "You see a lot 01
them out there, and that's gotten to
be old news"

Instead, he advised them to focus

on some of the new applications
that are being developed to make
the systems more efficient. "I think
people need to focus on that, rather
than on the standard systems."

"One of the biggest inroads is not
so much in technology but that risk
management information systems
are being used for decision support,"
said Wayne E. Seel, global director
in the San Francisco office of Anis-

ties Inc., an Alexander & Alexander
Services Inc. unit.

He explained that there are sys-
tems in place that will consider
"business aspects other than
claims," like one that tracks the in-
surance in place for leased equip-
ment and generates notices if cov-
erage is inadequate. •

...
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Trusted advisers, pesky know-it-alls or both?
How MIS personnel react
when outside consulting
or software firms come in

By MICHAEL BRADFORD

Vendors and consultants can

be best friends or bitter enemies

with a company's management
information systems department.

An MIS department's role in
developing risk management in-
formation systems varies greatly
from company to company. And
the departments' attitudes to-
ward outsiders can be just as
varied.

Do MIS departments feel
threatened, relieved, antagon-
ized or helped by RMIS vendors
and consultants?

"All of the above," says Judy
Robertson, former director of in-

formation systems at Redlands
Hospital in Redlands, Calif. "It
depends on the outsider."

Ms Robertson now works the

other side of systems with The
Compucare Co., a Langley, Va.-
based systems vendor. She said a
vendor or consultant can be very
helpful and cooperative during a
system implementation or a
know-it-all who is perceived as
making decisions outside of his
or her authority.

And, Ms. Robertson said,
"Sometimes, a year or two down
the road, the correctness of those

decisions comes into question."
Companies installing informa-

tion systems often make the mis-
take of placing too much trust
in a vendor or consultant, she
noted. "They are perceived as
having a lot of knowledge, but
it's not knowledge of the institu-
tion."

Ms. Robertson, who worked at
Redlands when the hospital
changed medical information
system vendors, said MIS de-
partments also make mistakes;
sometimes they don't have a cen-
tral authority figure in charge of
such projects.

Vendors and consultants aren't

always sure what they're walk-
ing into when they take on a
project and begin to deal with
MIS departments. Many, how-
ever, say it is essential to involve
the MIS department early in the
system planning process.

"My experience has been that
seven times out of 10, the MIS

department will be involved,"
said David Tweedy, senior con-
sultant for Betterley Risk Con-
sultants Inc. in Worcester, Mass.

"I have worked with some very
cooperative MIS departments,"
said Mr. Tweedy. "But I have
also worked with some very un-

cooperative ones."
Those that don't like to coop-

erate "see it as a threat" when a

vendor comes in to install a sys-
tem.

It is important, Mr. Tweedy
said of MIS departments, to "get
them on your team before you get
any further."

To have any kind of successful
system installation, the MIS de-
partment has to be involved, said
Minh Vu, a consultant with The
Wyatt Co. in Chicago.

Mr. Vu, who said that in his
experience MIS departments

have been easygoing, noted that
MIS personnel can be too detail-
oriented. "They don't see the big
picture," he said.

"It does take a little bit of

know-how to talk to them," Mr.
Vu said. Fostering understand-
ing often requires making sure
knowledgeable software firm
representatives are handling the
technical discussions with MIS

departments.

"My programmers and I enjoy
being a little freer in the use of
technical language," said Alan B.
Cantor of Cantor & Co. in Be-

verly Hills, Calif. "That is, once
you've established you're going
to do the project."

Mr. Cantor said MIS depart-
ments in most cases are over-
worked and welcome an outsider

to take on a system job. "Or they
may feel threatened that a ven-
dor was called in to do some-

thing they thought was part of
their empire."

"Most of the time, they look at
us as relief soldiers," said Wayne
E. Seel, global director in the
San Francisco office of Anistics

Continued on next page
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MIS departments
Continued from previous page
Inc., a unit of Alexander & Alex-
ander Services Inc. "They're
usually so inundated with a
backlog of work that they're
happy to see an outsider."

"There's a basic change in phi-
losophy in corporate America,"
observed Scott Gilmour, vp-
marketing with Corporate Sys-
tems Ltd. in Amarillo, Texas. "If

you can outsource for software
and services and get it for less
money and quicker, that's the
way to go."

Mr. Gilmour said, "There is a
lot more willingness to look at
outside vendors, especially in
risk management technology."

RMIS system vendors and con-
sultants say they are needed be-
cause of the expertise and time
that is required to put systems

A STABLE MARKET FOR

OCEAN, INLAND MARINE,
PROPERTY AND RELATED RISKS

WORLDWIDE INSURANCE COVERAGE FROM

m. H.GEF a co..Inc.
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Correspondents throughout the world

together.
While some risk managers and

MIS departments look into in-
stalling their own systems, most
soon realize that it would require
a great deal of time and money.

"A lot of times, they will quote
on an internal system," said Mr.
Tweedy. "But when they see the
functionality of (vendors') sys-
tems, they usually back off."

However, he adds, there have
been some exceptions.

At General Dynamics Corp.,
the electric boat division several

years ago developed its own
workers compensation claims
system. Nothing on the market in
the mid-1980s could meet the

special reporting requirements
the contractor faced in dealing
with the government, explained
Gene Netze, risk management
administrator.

Reports tailored to meet those
requirements are now produced
by the mainframe system. In ad-
dition, Mr. Netze said, "Our TPA

administers files from the sys-
tem" by tying into the main-
frame from its office.

Mr. Netze would eventually
like to tie the system into the di-
vision's health care claim files

as a way to target double dipping
by workers who receive both
workers comp and health care
benefits.

Microsoft Corp. is developing
an internal information system
to tie together the software
giant's domestic and foreign op-
erations.

The project covers all depart-
ments and includes a risk man-

agement information system, ex-
plained Scott Lange, corporate
risk manager for the Redmond,
Wash.-based company.

The risk management informa-
tion area of the system is ac-
cessed by clicking a mouse on
screen windows, a technology
developed by Microsoft.

The risk management informa-
tion function will contain a

wealth of information that will

be available to all departments.
"All the bureaucratic informa-

tion that is normally kept in
binders will be on the network,"
Mr. Lange explained. "We think
it will create tremendous effi-

ciencies."

Users will be able to tap into
the RMIS instead of calling Mr.
Lange's department, he noted.
"It will eliminate 50% to 60% of

the questions that come into risk
management."

The system will be able to per-
form loss trending functions and
"what-if" studies, and it will
produce forms, agreements and
reports.

"What's equally important is
the ability to accomplish service-
related functions," he observed.
The system will give technical
advice on handling specific risk
management and insurance situ-
ations, a function overlooked by
traditional risk management in-
formation systems, Mr. Lange
said.

Say, for instance, a Microsoft
employee is negotiating a con-
tract with a supplier at a remote
location. If the employee needs
information on an insurance in-

demnification clause, he or she

can tap into the systems, and a
full screen of instructions on

such clauses will appear.
"I think we will see more de-

velopment of systems that take
advantage of personal com-
puters," Mr. Lange predicted.
"I'd say Microsoft is ahead of
any company in relying on PCs
as the backbone of our communi-

cations. It's part of our culture,"
he said.



Computer compatability
is wave of the future
Apple, IBM alliance to benefit RMIS

By MICHAEL BRADFORD

Risk managers are learning that
they can polish up the company's
Apple Macintosh computers gath-
ering dust in the corner and use
them to link up with the IBM per-
sonal computers that make up
their risk management information
systems.

Demand for such alliances is
gathering steam.

"We run across it all the time,"
said Richard Hoehne, chief exec-
utive officer at Paradigm Infosys-
tems in Bothell, Wash. "People say
the Mac is not compatible with
their PCs, and we usually get into a
discussion. They're surprised that
you can share data with the sys-
tems."

It's rare, he added, that a cor-
poration "doesn't have one or two
Macs lying around."

Paradigm is recognized as a pi-
oneer in the development of a gra-
phical user interface for claims ad-
ministration systems. Unlike a
text-based system, the GUI system

It's rare that a firm

'doesn't have one or

two Macs lying
around,' says Mr.

Hoehne.

has display screens that replicate
paper forms.

Paradigm's ParaRisk system was
developed for Apple Computer
Inc.'s Macintosh computer but also
can be made to operate on a PC-
based system.

Still, there is a "lack of aware-
ness" about how Macintosh com-
puters can be integrated into a PC
environment through data ex-
change, Mr. Hoehne pointed out.

That is expected to change, how-
ever, as International Business Ma-
chines Corp. and Apple begin to
join forces.

Joint ventures formed by the two
computer giants are expected
eventually to produce Apple
operating systems for IBM-com-
patible personal computers. That
means that in the future, users will
be able to choose operating sys-
tems from Apple, IBM or other
software companies separate from
their hardware choices, Mr.
Hoehne said.

Other software firms say they
occasionally encounter a prospect
interested in sharing data between
the two types of machines.

"Itt isn't done a whole lot, be-
cause the majority of people have
IBM machines," said Jim Bell,
director-sales and marketing at
Pyramid Services Inc. in Ridge-
field, Conn. "Typically they can
run what they want on the IBM
systems."

However, Mr. Bell said, "We've
talked to people who have Ma-
cintosh systems, and we've made
adjustments to ours so it will run
on them."

"We haven't encountered it
much in the past 18 months and
virtually not at all in previous
years," said Alan B. Cantor, presi-
dent of Cantor & Co. in Beverly
Hills, Calif.

It is possible though, to adapt
Cantor & Co.'s products to an
Apple system, he said.

"I ran into one guy who runs a
Macintosh system" said Mr. Can-
tor. "He asked me why we didn't
have a Mac-based system. I said,
'Because you're the first guy in two
years that's asked me that ques-
tion.' "

"I haven't seen much linking of
Apples with IBMs, but it's only
a matter of time" until the devel-
opment of technology makes it a
routine matter, observed Wayne E.
Seel, global director in the San
Francisco office of Anistics Inc., a
unit of Alexander & Alexander
Services Inc. I
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Managers have
discovered the best

method to slay the
"Giant" of claims

administration

paperwork. By implementing the
DAVID system, costs are con-
trolled and data is managed in a
powerful, easy-to-use personal
cornputer configuration.

DAVID has three innovative menu-

driven products:

• CompPINs ™ manages workers
compensation claims

• P&CP/Ns™ manages liability
claims

• IncidentP/us™ tracks healthcare
incidents

For seven years, Risk Managers
have teamed up with DAVID and
these three products. Today, over
700 individual users across the

country control their risk manage-
mentdatausingtheDAVIDsystem.
Some ofthe reasons include:

• 12 hr/day, toll-free phone support
• comprehensive on-site training
• simplified preinstallation and

conversion

• appropriate hardware selection
• convenient software enhance-

ments by phone

MARKET
STIMULUS: Insurers have shown
great aversion to volatile, high-risk
liability exposure.

HOME
RESPONSE: 'Home
spedalizes in unique,
difficult and hard to

place risks, parficularly
in the volatile area of
products liability.

System benefits: Select and run a
variety of management reports,
state required forms, OSHA
reports, frequency and severity
reports (and more) in a matter of
minutes. Use the medical fee

schedule, print checks on com-
mand, consolidate vendor payment
checks, and assign passwords to
any ofrhese tasks for total security.

"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
specialty contractors whose expo-
sure to loss are severity oriented."
ROBERT SPIRO. Vice President ,
(404) 984-6606

HOME INSURANCE 4--Z'

SPECIALTY LINES DIVISION

Call today and let DAVID help
you slay your Giant.
Phone: 1-800-55-DAVID, or fill
out and return the coupon below
for a FREE demo diskette.

ENDAVIO
DAVID Corporation
580 California Street, 23rd Floor
San Francisco, California 94104
1-800-55-DAVID FAX (415) 362-5010
DAVID Corporation is a Si,bsidiary Of Wyatt Software

Get the power of
Innovation with

#09>DID on
J 43 your side.

© 1992 DAVID Corporation

Mail this coupon and cut your claims processing down to size.
0 YES!

I'm interested in NAME

more inf6rmation
and a free demo TITLE PHONE

diskette.

0

COMPANY

STREET

CITY STATE ZIP



Annual listing of RMIS software vendors
A

A&S Consultants Inc.

292 Main St., Northboro, Mass.
01532; 508-393-8228;
fax: 508-393-8010

Founded: 1978.

Software products:
• RISKWATCH II: $15,000/module;

unbundled hardware and software; per-
sonal computer, mini computer, main-
frame. First installation: 1987; 93 total
installations. Functions include claims

administration, safety, loss develop-
ment, check writing, diary, policy, loss
prevention and first reports.

User support: Telephone assistance
available eight hours a day, on-site
training.

Staff: Five total, four professionals.
New clients: 15 total.

Principal officers: Carol Na-
shawaty, president.

American Technical

Services Inc.

P.O. Box 1575, Pinellas Park, Fla.
34664-1575; 800-654-7611

Founded: 1986.

Software products:
• ATS/COMP: $22,000, includes

training; unbundled hardware and soft-
ware; personal computer, mini com-
puter, mainframe. First installation:
1987; more than 100 total installations,
80 in risk management departments.
Functions include ATS/risk interface

with claims and ATS accounting inter-
face with claims.

• ATS/PAC: $22,000, includes train-
ing; unbundled hardware and software;
personal computer, mini computer,
mainframe. Functions include multises-

sioning, windows, mainframe compati-
bility.

• ATS/MED: $22,000, includes train-
ing; unbundled hardware and software;
personal computer, mini computer,
mainframe. Functions include policy
tracking and issuance agency manage-
ment software.

• ATS/RISK: $10,000, includes train-

ing; unbundled hardware and software;
personal computer, mini computer,
mainframe.

User support: Telephone assistance
available 11 hours a day, on-site train-
ing, seminars with enhanced training.

Staff: 16 total, five professionals.
New clients: 12 total; 15% with gross

revenues less than $200 million, 30%
with $200 million to $499 million, 20%
with $500 million to $999 million, 25%
with $1 billion to $3.5 billion, 10% ex-
ceeding $3.5 billion.

Branch offices: San Leandro and Ir-

vine, Calif.
Principal officers: Craig Zivolich,

chief executive officer; Ray Stephens,
president; Cheryll Wing, executive vp

Contact: Cheryll Wing.

Anistics

220 E. 42nd St., New York, N.Y.
10017-5800; 212-972-9600;
fax: 212-972-9612

Founded: 1970.

Parent company: Alexander &
Alexander.

Software products:
• Anistics Micro Solutions: $20,000

to $50,000; unbundled hardware and

software; personal computer or per-
sonal computer network. First installa-
tion: 1983; 225 total installations, 200 in
risk management departments. Func-
tions include claim management mod-
ule, policy management module, report
generation, organizational structure,
data consolidation, graphics, enhanced
reporting.

• Risk Information System Life
Cycle: $10,000 to $85,000. First installa-
tion: 1988; 15 total installations, all in
risk management departments. Func-
tions include overview of information

management needs, analysis of alterna-
tives, development of critical success
factors.

• Risk Management Information Re-
view: $9,000 to $20,000. Finst installa-
tion: 1988; 10 total installations, all in
risk management departments. Func-
tions include feasibility requirements,
analysis and design, implementation,
support.

User support: Telephone assistance
available eight hours a day, on-site
training.

StafF: 62 total, 48 pi·ofessi,na=s.
New clients: 25 lotal; 1 9 in d=k man-

agement departments.
Branch oftices: Atlanta; Dallas; San

Francisco; london; Svdn=y: Australia;
Toronto.

1991 gross revenues: -0% from sale
of software, 31% fror soitware ser-
vices.

Principd officers: Peter M. Den-
sen, managing director; Debrah Dir-
kin, Wayne Seel, Harry S:aubrd and
Gerard Van De: Gaag globa! directors.

Contact: Lee Topham, manager-risk
information consulting.

APEX Data Systems Inc.

6464 E. Grant Road, Tucson, Ariz.
85715; 602-298-1991;
fax: 602-296-7948

Founded: 1974.

Software products:

• Cognae*Plus: $10,000 to $22,000;
unbundled hardware and software; per-
sonal computer. First installation: 1988;
32 total installations, nine in risk man-
agement departments. Adjudicates
health, dental and disability claims in-

CLAIM REPORT:

C[AM ID 571 732107

POLmY WC 89912018

ENTERED 03/02/92

RECORDED 03/02/92

RECEIVED 03/02/92

OCCURRED 02/20/92

cluding flexible benefits, cafeteria plans
and PPO; verifies and tracks eligibility;
an:lyzed cost containment methods,
generates billings.

User support: User groups/meetings,
telephone assistance available nine
hours a day, on-site training, enhance-
ment releases, personalized modifica-
tions, conversion support, claims pro-
cessing consultation.

Staff: 15 total, nine professionals.
Principal officers: Dwight Babcock,

president.
Contact: Cynthia Stewart, director-

marketing & customer support.

Arena

5010 W. 18th St., Cicero, 111. 60650;
708-656-8647

Founded: 1985.

Software products:
• Accountable Care for Medical Man-

agement: $38,500; unbundled hardware
and software; personal computer net-
work. First installation: 1987; 18 total

installations, eight in risk management
departments. Functions as a complete
managed health care package, including

Continued on nert page
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Continued from preuvous page clude medical doctor credentialing re- Armada Software tions include claims tracking
claims, benefits, utilization review, cost view

13737 Artesta Blvd, Suite 208, • Speedclaim II-W/C Medical un-
comparisons User support: User groups/meetings, Cerritos, Calif 90701,310-404-0541, bundled hardware and sof.ware, per-

teleptone assistance available 24 hours fax 310-926-7241 sonal computer 386-486, UNIX First C
• Accountable Care for Mental

a day or-site training mstallation 1990, two total installa-
Health Management $42,500, unbun- tions, both m risk management depart-
dled hardware and software, personal Staff. 31x total, four professionals Founded: 1983 ments Functions include necical bill

CCC Information Systemscomputer network First installation New clients: Six total, four in rlsk Software products: auditing
1990, eight total installations, three in manag€Inent departments, 50% with • Speedclaim W C bundled hard- • Speedclaim II-Claim unbundled 640 N LaSalle St , Chicago, 111
risk management departments Func- gross re, endes less than $200 nullion, ware and software, personal computer, hardware and software, personal com- 60610-3731, 312-787-2640

tions as a complete managed mental 25% ruth $200 milhon to $499 mil- UNIX First installation 1983, more puter 386-486, UNIX-based systems
health care package, including triage, lion, 2Eq wIth $1 bilhon to $35 billion than 25 total mstallations, more than 20 First mstallation 1992, one -otal instal- Founded: 1980

case management, claims, substance m risk management departments Func- lation, in a risk management depart- Parent company: InfoVest Corp
abuse, utilization review 1991 gross revenues: $275,000 total,

$200,£00 from risk management 1nfor- tions Include workers compensation ment Functions as a claims "racker Software products:
medical bill audit User support: Telephone assistance • Total Loss Valuation Services un-

• MD Review $7,500, unbundled mation systems, 75% from sale of soft-
ware, 25€1 from software services • Speedclaim Claims bundled hard- available eight: hours a day, on-site bundled hardware and software, mini

hardware and software, personal com- ware and software, personal computer, tralning computer, personal computer, laptop
puter network Flrst Installation 1992, Principal officers: Karl Kaiser, UNIX First installation 1983, more Principal officers: Chns:tan Arndt, First mstallation 1980,4,000 total m-
two total installations, one in a risk president than 25 total installations, more than 20 Bernard Stem stallations, 350 m risk management de-
management department Functions ln- Contact: Tom Chaiket m Ilsk management departments Func- Contact: Chnstian Arndt partments Functions include batch

store forwarding, enhanced response,
mtegrated into collision estimating

• EZEst unbundled hardware and

software, personal computer, laptop,
tablet First installation 1990, 2,000
total Installations, 63 m nsk manage-
ment departments Functions include
crash guide illustrations, pen point op-0 3 /\Y eration, VIN decoding, total loss mte-
gration, aftermarket parts database

• EZNet unbundled hardware and

software, personal computer, mini
mainframe, mainframe Flrst installa-
tion 1991,2,500 total installations, 11

m nsk management departments Func-
tions include intermodel communica-

tion connecting appraisers, adjusters,
Continued on next page
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software and hardware are
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One of our claims to fame. type of hardware needed (per-
sonal computer, mini com-
puter or mainframe), the year"1--/.ELI ' ::4 When Teri (Bass decided to take her bachelor's degree
of the first installation, the

in Psychology, it didn't surprise anybody. total number of installations
2 She'd always had a good feel for people. to date since the product's in-

Well today. Teri is a Quality Service Manager for The troduction, the total number
of installations to date in cor- 1, Home. responsible for how claims are handled in the 15 porate risk management de-

gt offices of our Eastern Region. And she hasn't lost her partments and the product's
functionsfeel for people.

A-3:
Information on continued

"My job is to train our staff to really care about user support, staff, new eli-

service," she explains. "1 want customers to know we're ents who purchased systems

I .fiRik J-0 2 on theirside." in 1991 and number of those

clients who are in risk man-

45 S 1. Teri's not alone, either. At The Home. we're aii working agement departments follow
to provide the best claims service in the industry. Next are locations of branch

You see. we're concentrating on business and offices, 1991 gross revenues
and names and titles of prin-

specialty accounts these days. And on larger, more cipal officers The name of
complex risks. a contact at the company for

And for customers like these, Teri will tell you, service those wishing more 1nforma-

f.' ; isn't anoption-it'sa given. tion completes the listings
The directory iS printed as

Home Insurance an editorial service, there is

no charge to be Included
However, to be listed com-

T panies were required to com-
-a • ' 49 1 plete a questionnaire pro-

.'

vided by Business Insurance

2/16/al"", ,{ijj'adal/!, ') , I.5 Although we make every ef-
fort to publish complete and
accurate listings, BI is unable
to verify all information sup-
plied by vendors

A \EW -EAV
If you wish to receive a

questionnaire for next year's
directory, contact Cindy
Bloom, Buszness Insurance,
740 N Rush St., Chicago, Ill
60611-2590



Spotlight report              -
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collision repair facilities and insurance
claims offices.

• EZVal: bundled hardware and soft-

wam; personal computer. First installa-
tion: 1991; 500 total installations, 42 in
risk management departments. Func-
tions as a database of values for jewelry,
tools, sporting goods, china, watches,
crystal, sterlmg, pens, clocks, home of-
fice equipment.

• EZImage: bundled hardware and
software; personal computer. First in-
stallation: 1991; 100 total installations,
12 in risk management departments.
Functions include electronic color

image capture, storage and transmission
between collision repair facilities and
insurance claims staff, integration with
collision estimating.

• Automated Salvage Assignment
Processing: unbundled hardware and
software; mini computer, personal com-
puter, laptop. First installation: 1992;
five totaI installations, three in risk
management departments. Functions
include assignment of stock control
numbers, electronic file transfer.

• ASPA Salvage Value: unbundled
hardware and software; mini computer,
personal computer, laptop. First instal-
lation: 1990; 627 total installations, 80
in risk management departments. On-
line access provided automatically
along with vehicle valuation.

• Underwriting VINguard: unbun-
dled hardware and software; mini com-
puter, personal computer, laptop. First
installation: 1991; 25 total installations,
seven in risk management departments.
Available in batch store forward or on-

line individual file review, title and reg-
istration and domicile/personal infor-
mation databases.

User support: User groups/meetmgs,
telephone assistance available 12 hours
a day, on-site training, bi-weekly or
monthly service calls.

Staff: 750 total, 300 professionals.
Branch offices: Glendora, Calif.;

Dallas.

Principal officers: David M. Phil-
lips, chairman/chief executive officer;
Howard J. Doherty, executive vp/chief
financial officer; David B. Mullen, pres-
ident-collision repair; Glen E. Tullman,
president-insurance services; J.
Laurence Costin, executive vp-market-
ing.

Contact: Katie Kendall, 312-787-
2640, ext. 2845.

California Interactive

Computing Inc.
8550 Balboa Blvd., Suite 180,
Northridge, Calif. 91325;
818-895-5500; fax: 818-891-8913

Founded: 1977.

SoRware products:
• GenRisk-Risk Management Soft-

ware System: bundled hardware and
software; personal computer, mid-range
computer, mainframe. First installation:
1984; 31 total installations, 30 in risk
management departments. Functions
include risk analysis and reportmg, loss
trending and development, total risk
management.

• GenComp-Workers Compensation
Software System: bundled hardware
and software; personal computer, mid-
range computer, mainframe. First in-
stallation: 1977; 257 total installations,
255 in risk management departments.
Functions include workers compensa-
tion claims management and pro-
cessing, case management, cost manage-
ment, permanent disability rating.

• GenPac-Property/Casualty Soft-
ware System: bundled hardware and
software; personal computer mid-range
computer, mainframe. First installation:
1980; 24 total installations, 22 in risk
management departments. Functions
include property/casualty claims ad-
ministration, case management, man-
agement reporting.

User support: User groups/meetings,
telephone assistance available eight
hours a day, on-site training, consulting,
custom programming, time-sharing, up-
grades, enhancements.

Staff: 35 total, 30 professionals.
New clients: Six total; five in risk

management departments; 10% with
gross revenues less than $200 million,
20% with $200 million to $499 mil-
lion, 20% with $500 million to $999
million, 30% with $1 billion to $3.5
billion, 30% exceeding $3.5 billion.

1991 gross revenues: $3.5 million
total; 30% from sale of hardware, 50%
from sale of software, 20% from soft-
ware services.

Principal officers: Jerry C. Buck-
ley, president; Ralph M. Flygare, vp;
Eric Hoffberg, vp-system services.

Contact: Jerry C. Buckley.

Cantor & Co.

9348 Civic Center Drive, Beverly
Hills, Calif. 90210; 310-859-7277; fax:
310-859-7415

Founded: 1982

Software products:
• Riskmap Risk Financing: $2,195;

unbundled hardware and software; per-
sonal computer. First installation: 1983;
130 total installations, 90 in risk man-
agement departments. Functions in-
clude risk financing, discounted cash
flow, comparative analysis.

• Riskmap Loss Forecasting: $1,695;
unbundled hardware and software; per-
sonal computer. First installation: 1984;
71 total installations, 22 in risk manage-
ment departments. Functions include
forecasting frequency, severity and cost
of property/casualty programs overall
and by line of coverage.

• Riskmap Loss Development:
$1,695. Functions include producing de-
velopment factors for total loss, reserves
and payout; integrates with Riskmap
Loss Forecasting.

• Riskmap Captive Risk Financing:
$2,500; unbundled hardware and soft-

ware; personal computer. First installa-
tion: 1984; two total installations.
Functions include income statements,
equity and available cash loss reporting
and payment, discounted cash-flow
analysis.

• PCMS (Patient Care Monitoring
System): $10,875; unbundled hardware
and software; personal computer. First
installation: 1985; more than 250 total
installations. Functions include safety
and loss control, quality assurance, uti-
lization review, inflection control mfor-
mation, risk management, incident re-
porting, concurrent review, reporting
and graphics. Optional Custom Reports
Library ($950) includes system updates,
user meetmgs and emergency telephone
support.

• Exposure Base Management Sys-
tems (EBMS): $6,000 to $10,000; un-
bundled hardware and software; per-
sonal computer. First installation: 1986;
one installation in a risk management
department. Functions mclude tracking
and reportmg on worldwide exposures.

• Hospital RIMS: $7,500 to $35,000;
unbundled hardware and software; per-
sonal computer. First installation: 1984;

13 installations in risk management de-
partments. Functions include claims
management, financial analysis and re-
porting, actuarial analysis, reinsurance
analysis and management cost alloca-
tion.

• Riskmap Claims Management Sys-
tem: $7,500 to $37,500; unbundled
hardware and software; personal com-
puter. First installation: 1984; 150 total
installations, more than 100 in risk
management departments.

• Generic Incident Reporting Claim
Tracking version: $7,500 to $10,500; 12
total installations, 10 in risk manage-
ment departments. Functions include
claims tracking and management, safety
and loss control, cost allocation, finan-

cial analysis and reporting, statistical
analysis, fully integrated graphics.

• Underwriting Analysis System:
$8,000 to $15,000; unbundled hardware
and software; personal computer. First
installation: 1984; two total installa-

tions m risk management departments.
Functions include profit analysis and
reinsurance recovery.

• PCMS/MQMS Plus/Incident Re-

porting & Claims Management System:

$11,000; unbundled hardware and soft--

ware; personal computer. First installa-
tion: 1985; more than 200 total installa-

tions, 100 in risk management
departments. Functions include inci-
dent reporting, claims tracking and
management, quality assurance, utiliza-
tion review, litigation monitoring, re-
porting and graphics.

• Insurance Schedules System:
$8,500. Applications mclude course of
construction schedules, property loca-
tions schedules and policy schedules.

• MQMS Plus: $17,500; unbundled
hardware and software; personal com-
puter. First installation: 1991; more
than 100 total installations, all in risk
management departments. Functions
include user defined fields, labels, fully
integrated custom graphics, custom re-
ports, network ready, multi-user li-
censes and corporate licenses available.

User support: User groups and
meetings, telephone assistance available
eight hours a day, seminars.

Staff: Eight total, seven profes-
sionals.

New clients: 80 total; 50 in risk man-
Continued on next page

Group benefits services
can't always be programmed.



Continued from previous page
agement departments; 20% with gross
revenues less than $200 million, 60%
with $200 million to $499 million, 16%
with $500 million to $999 million, 3%
with $1 billion to $3.5 billion, 1% ex-
ceeding $3.5 billion.

1991 gross revenues: 3% from sale
of hardware, 82% from sale of soft-
ware, 15% from software services.

Principal officers: Alan B Cantor,
president.

Computer Information
Applications Inc.

275 Broadhollow Road, Suite 302,
Melville, New York, N.Y. 11747;
516-756-2204; fax: 516-756-2213

Founded: 1989.

Software products:
• MEDCAM: $4,000; unbundled

hardware and software; personal com-
puter. First installation: 1991; one total
mstallation. Functions include compre-
hensive, occupational medical case
management; added action plan tickler;
and user defined reports.

• Document Manager: unbundled

hardware and software; personal com-
puter. First installation: 1989; one total
installation. Functions include tracking
and management of large volumes of
documents, keyword and hot key
lockups added.

• Records Request: unbundled hard-
ware and software; personal computer.
First installation: 1990; one total instal-
lation. Generates requests for informa-
tion and records, tracks receipt and dis-
tribution for internal and external use.

User support: Telephone assistance
available eight hours a day, on-site
traming.

Staff: 15 total, eight professionals.
New clients: One total.

Branch offices: Philadelphia; Rock-
ville, Md.; San Antonio, Texas.

1991 gross revenues: $1.2 million
total; $50,000 from risk management
mformation systems; 70% from sale of
software, 30% from software services.

Principal officers: Howard M.
Sandler, president; David Hollander,
Scott Cohen, Eric Saper and Eric Hol-
lander, vps.

Contact: Peggy Thompson, 121 In-
terpark Blvd., Suite 211, San Antonio,
Texas, 78216; 512-491-0492.

Compwatch Corp.
1885 De La Cruz Blvd., Santa Clara,
Calif. 95050; 408-496-1850;
fax: 408-727-4289

Founded: 1989.

Software products:
• Compwatch II: $1,500; unbundled

hardware and software; personal com-
puter. First installation: 1989; 400 total
installations, all in risk management
departments. Functions include diary
system, OSHA injury rate formulas, em-
ployer first report of injury, OSHA log,
loss analysis graphs.

User support: Telephone assistance
available eight hours a day, on-site
training.

Staff: Fo,ur total, two professionals.
New clients: 170 total.

1991 gross revenues: 100% from sale
of software.

Principal officers: J. Corbett, Daniel
McDonald, Hans Nehme.

Contact: Hans Nehme.

Control Software

Group Inc.
3205 E. Dublin Granville Road,
Columbus, Ohio 43231;
800-535-7107; fax: 904-372-8676

Founded: 1986

Software products:
• Risk-Control: $990; unbundled

hardware and software; personal com-
puter. First installation: 1988; 19 total
installations. Functions include risk ex-
posure management.

• Risk-Control Plus: $1,390; unbun-
dled hardware and software; personal
computer. First installation: 1988; 63
total installations. Functions include
risk exposure management.

• OSHA Control: $249; unbundled
hardware and software; personal com-
puter. First installation: 1990; 116 total
installations. Functions include OSHA
reportmg and compliance.

• Control IQ: $795; unbundled hard-
ware and software; personal computer.
First installation: 1990; 13 total instal-
lations. Functions as an ad hoc re-
porter.

• Add-In-Modules: $395; unbundled

That's why clients write to thank CNA's
Beverly Powell for her caring.

We want you to know that we sincerely appreciate everything
you have done for us and the moral support which you have
given us. So often we hear other patients complaining
about their disability carriers and we count ourselves
lucky that CNA has been a very pleasant company to work
with. We're sure you have plenty of cases on your desk but
you never made us feel like that...we always felt as if you
were genuinely interested in us and cared a lot. We will
always appreciate that.

Sincerely,

Tom and Judy Schultz and family

Insurance companies can make promises, but it's the
people who keep the commitments. And CNA employees
like Beverly Powell understand the significance of
working out the best possible solution for each
individual as opposed to just processing paperwork.

Benefits managers and employees across the
counkyhave written to thank our staff for their
responsiveness, flexibility in designing the right plan,
cost containment efforts, and even more importantly
their compassion and courtes¥

It's the dedication and commitment of our people
that have helped the CNA Insurance Companies
become one of the leading group benefits insurers.

And this commitment is for the long term. CNA
is one of the few major life/health groups to earn
strong ratings from all four top insurance industry
rating senices:

For more information, call your independent
agent, or your CNA representative.

*AM. Best, Standard & Poor's, Moody's, Duff & Phelps.

CNA
For All the Commitments You Makes

Group Benefits irom CNA: Life & Health • AD&D •Vision • Dental • lID • Pensions • Long Term Care • Managed Care • Coverages are underwritten
by Continental Assurance Company and Continental Casualty Company, two of the CNA Insurance Companies/CNA Plaza/Chicago, IL 60685.

hardware and software; personal com-
puter. First installation: 1988; 143 total
installations. Functions include state
first RPT/OSHA modules.

User support: Telephone assistance
available 24 hours a day, on-site train-
ing.

Staff: Nine total, five professionals
New clients: 115 total.

Branch offices: Gainesville, Fla.
Principal officers: John P. Nipps,

president; John P. Nipps II, vp; Ran-
dall C. Nipps, treasurer; Melvin R.
Irwin, vp-research/development.

Contact: John P Nipps, 800-336-
7475.

Conway Computer
Alternatives Inc.

805 S. Wheatley, Suite 210,
Ridgeland, Miss. 39157;
601-957-0888; fax: 601-957-9492

Founded: 1978.

Software products:
• Paccasso: $60,000; bundled hard-

ware and software; mini computer.
First installation: 1986; 26 total instal-
lations, 23 in risk management depart-
ments. Functions include employee da-
tabase, forms generation, exposure
database, utilities menu.

User support: User groups/meetings,
telephone assistance available eight
hours a day, on-site training, remote
eletronic support via dial-m, training in
home office.

Staff: 61 total.

New clients: 12 total, all in risk
management departments; 28.5% with
gross revenues less than $200 million,
28.5% with $200 million to $499 million,
43% with $500 million to $999 million.

Branch offices: New Orleans.

Principal officers: John A. Conway
Jr., president; James P. Hathcock, chief
financial officer.

Contact: Ken Walz, senior marketing
representative.

Coopers & Lybrand-Actuarial,
Benefits & Compensation
1251 Ave. of the Americas, New
York, N.Y. 10020; 800-232-2717;
fax: 212-536-2163

Founded: 1898.

Software products:
• Exhibitmaker 5: $11,000; unbun-

dled hardware and software; personal
computer. First installation: 1984; 310
total installations, 21 in risk manage-
ment departments. Functions include
estimating and testing loss reserves,
user defined exhibits and report mod-
udes.

User support: User groups/meetings,
telephone assistance available eight
hours a day, on-site training, custom-
designed interfaces to existing data-
bases.

Staff: 84 total, 68 professionals.
New clients: 60 total; two in risk

management departments, both with
gross revenues exceeding $3.5 billion.

Branch offices: Atlanta; Boston;
Chicago; Newport Beach and San Fran-
cisco, Calif.; Philadelphia; Seattle.

1991 gross revenues: $17.6 million
total; $376,000 from risk management
information systems, 80% from sale of
software, 20% from software services.

Principal officers: Reed Keller, vice
chairman; Frederick Kist, national
director-casualty & risk management
services; Orin Linden, Terrence O'Brien,
partner; Brian Jones, director.

Contact: Tom Johnson, 1800 First
Interstate Center, Seattle, Wash. 98104;
206-628-8156.

Corporate Systems Ltd.
P.O. Box 31780, Amarillo, Texas
79120; 806-376-4223;
fax: 806-376-4077

Founded: 1967.

Software products:
• CS Online: unbundled hardware

and software; mainframe timeshare or
remote computing. First installation:
1967; 3,600 total installations, all in risk
management departments. Functions
include all property/casualty coverages:
financial, risk, safety and claims man-
agement and checkwriting, legal track-
ing, integrated word processing, data
extraction to personal computer soft-
ware, cost of risk allocation coverage
verification, reinsurance tracking, pol-
icy management, property inventory,
bonds and certificates of insurance
management.

• CS Prism: $50,000 to $500,000; un-
bundled hardware and software; mi-
drange computer. First installation:
1986; 25 total installations, all in risk
management departments. Functions
are same as CS Online.

Continued on nezt page
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• CS Plus Managed Care: available
through CS Online ($20,000 to $35,000)
or CS Prism/Midrange ($300,000 to
$500,000); unbundled hardware and
software; midrange computer or main-
frame. First installation: 1989; 40 total
installations, all in risk management
departments. Functions include auto-
mated coding of diagnoses and proce-
dures, online review for normative pat-
terns of treatment, rebundling of
unbundled procedure codes, profes-
sional online review of flagged medical
bills, disability duration review, man-
aged care screening, prescription drug
repricing and utilization review, medi-
cal fee schedule review and repricing,
online savings reports, analysis of prac-
tice patterns of providers.

• CS TeleClaim: $13,000 to $25,000
plus per claim charges ongoing for CS
Online, $30,000 to $50,000 Prism soft-
ware installation; bundled hardware
and software; midrange computer or
mainframe. First installation: 1989; 28
total installations, all in risk manage-
ment departments. Establishes an 800-
number central control desk for receiv-
mg accident reports by phone; produces

state-required reports for workers com-
pensation as well as general liability,
product liability, automobile liability,
property and crime claims.

• CS Disability Management: $20000
to $25,000 plus per elam charges ongo-
ing for CS Online, $35,000 to $110000
Prism software installations; bundled
hardware and software; midrange com-
puter or mainframe. First installation:
1991; four total installa:ions, all 18 risk
management departments. Functions
include. unlimited plan designs Yor
short- and long-term disability, union,
non-union, sick leave, employee demo-
graphics,. checkwriting and fun6 nan-
agement. report generation, disability
duration guidelines, elaims processing
and recordkeeping, complete tax ac-
counting

• CS Risk Management Executive
System bundled hardware and soft-
ware; personal computer. First installa-
bon: 1991; three total installations, all
m risk management departments. Func-
tions include regular download cd sum-
mary risk data, executive level reports
and graphics, five-year risk cost reduc-
ton business plan. financial and safety
statistics by prott center; corporate and

profit center actual to budget compari-
sons; total cost-of-risk to revenue ratio
analysis, flexible interactive report
writer.

• CS Forestar: $6,000 to $15,000;
bundled hardware and software; main-
frame. First installation: 1986; 55 total
installations, all in risk management
departments. Functions include custom
developed loss development triangles
for claim frequency, paid-to-date, total
incurred/projection of ultimate incurred
losses.

User support: User groups/meetings,
telephone assistance available 12 hours
a day, on-site training, regional se-
minars, regular client conferences.

Staff 373 total, 280 professionals.
New clients: 3,600 total, all in risk

management departments; 25% with
gross revenues less than $200 million,
30% with $200 million to $499 mil-
lion, 20% with $500 millicin to $999
million, 15% with $1 billion to $3.5
billion, 10% exceeding $3.5 billion.

Branch offices: Chicago; Dallas; Or-
lando and Tallahassee, Fla.; Dallas.

1991 gross revenues: $27.3 million
total, Ell from risk management infor-
mation systems; 2% from sale of hard-

ware, 5% from sale of software, 93%
from software services.

Principal officers: Guyon Saunders,
president/chief executive officer: Scott
Gilmour, vp-marketing; Johnny Mize,
vp-customer services; Don St. Jacques,
vp-product development.

Contact: Scott Gilmc,ur, vp-market-
ing.

Crawford & Co.

5620 Glenridge Drive, Atlanta, Ga.
30342; 404-256-0830;
fax: 404-847-4025

Founded: 1941.

Software products:
• SISDAT: bundled hardware and

software. First installation: 1975.1,752
total installations, all in risk manage-
ment departments. Functions include
production of detail loss runs in various
formats and loss fund activity repc•rts

• SIGMA Personal Service for SIS-
DAT Data: $325 per report plus $325
first-time set up fee per report; unbun-
dled software. First installation: 1983.
Functions include report preparat}on by
vendor staff to customer speciEcations

, III

OurNew
Software Dkes

The Byte Out Of
Analyzing Claims

For over three years we have researched the
needs of our national and regional clients Based
on their input our programmers were able to
develop a specialized software package, SILAY'
that generates reports tailored specifically for
Auto and General Liability Property and
Workers Compensation

Through SILAS™ we can now offer our nsk
services clients a way to track variables develop
case histones and uncover exactly where and
how losses are occumng For even greater flexi
bility the system ts designed so that the data
captured on each program can be customized to
reflect the fields of information you need mduding
your own internal codes

Soifyou vebeen loolang fora claims administrator
offenng a full range of reports that are easy to
understand and use, call or wnte our Marketing
and Sales Department today We re ready to put
functional flexible mformation at your fingertips

Doing It The Right Way Your Way

GAY & TAYLOR El ,
INSURANCE ADJUSTERS & RISK SERVICES M 
PO Box 25626 • Winston Salem NC 27114 5626

(919) 760 3300 • FAX (919) 760 4446

MEMBEROFTHOMASHOWELLGROUP

and control, safety analysis, actuarial
reports, safety reporting and perfor-
mance monitoring reports.

• SIGMA System On-Line for SIS-
DAT Data: $15,000 per year and up;
unbundled hardware and software; per-
sonal computer with modem. First in-
stallation: 1987; five total installations,
all in risk management departments.

1 Functions include claim query and
claim data edit capability, daily update
of claims information.

User support: SISDAT: System doc-
umentation, telephone assistance avail-
able 10 hours a day. SIGMA System
On-Line: user groups/meetings, tele-
phone assistance available 14 hours a
day, on-site training, system documen-
tation/manuals, newsletter, seminars,
conferences.

Staff: 140 total, 100 professionals.
New clients: 122 total, all in risk

management departments; 10% with
 gross revenues less than $200 million,

15% with $200 million to $499 mil-
lion, 30% with $500 million to $999
million, 30% with $1 billion to $3.5
billion, 15% exceeding $3.5 billion.

Branch offices: Dallas; Mahwah,
N.J.; MeLean, Va.; Schaumburg, Ill.;
Corte Madera and San Mateo, Calif.;
Toronto.

1991 gross revenues: $538 million
total.

Principal officers: F.L. Minix,
chairman/chief executive officer; C.C. .
Lefler, president/chief operating officer,
risk management services; B.R. La-
Fleur, vp-sales & marketing, risk man-
agement services; C.R. Shogren, vp-op-
erations, risk management services.

Contact: Carol F. Eskola, assistant
vp, product manager-SISDAT services.

D
DAVID Corp.

580 California St„ 23rd floor, San
Francisco, Calif. 94104;
415-362-4555;
fax: 415-362-5010

Founded: 1984.
Parent company: The Wyatt Co.
Software products:
• CompPlus: $30,000; bundled hard-

ware and software; personal computer.
First installation: 1986; 135 total instal-
lations, 99 in risk management depart-
ments. Functions include workers com-

pensation claims management.
• P&CPlus: $30,000; bundled hard-

ware and software; personal computer.
First installation: 1987; 40 total instal-
lations, 32 in risk management depart-
ments. Functions include property and
casualty claims management.

• Incident Plus: $7,500; bundled
hardware and software; personal com-
puter. First installation: 1991; two total
installations. Functions include inci-
dent/health care tracking.

User support: User groups/meetings,
telephone assistance available 12 hours
a day, on-site training.

Staff: 40 total, 37 professionals.
New clients: 19 total; 14 in risk man-

agement departments.
Branch offices: Southfield, Mich;

West Palm Beach, Fla.
Principal officers: Alan Burns, pres-

ident; Neil Peterson, vp.
Contact: Dennis Klum, supervisor-

sales promotion.

DORN Technology
Group Inc.
38705 Seven Mile Road, Suite 450,
Livonia, Mich. 48152; 313-462-5800;
fax: 313-462-5807

Founded: 1982.

Software products:
• RISKMASTER Software Series:

$18,000 personal computer, $45,000
Unix/LAN; unbundled hardware and
software; personal computer, mini com-
puter. First installation: 1982; 546 total
installations, 503 in risk management
departments. Functions include general
claims, workers compensation, vehicle
accidents, litigation management, policy
management, work processing features,
enhanced reporting.

• RISKMASTER/CM 9000: $10,000
personal computer, $20,000 Unix/LAN;
unbundled hardware and software; per-

installation: 1989; 10 total installations,

interface.

Continued on next page
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• RISKMASTER/Image Management

System: $15,000 personal computer,
$30,000 Unix/LAN; unbundled hard-
ware and software; personal computer,
mini computer. First installation: 1992.
Functions include full image and docu-
ment management system integrated.

User support: User groups/meetings,
telephone assistance available 12 hours
a day, on-site training, regional work-
shops and special topic seminars.

Staff: 36 total, 32 professionals.
New clients: 66 total; 25% with gross

revenues less than $200 million, 40%
with $200 million to $499 million, 30%
with $500 million to $999 million, 5%
with $1 billion to $3.5 billion.

Branch offices: Ventura, Calif.

1991 gross revenues: $4 million
total, all from risk management infor-
mation systems; 5% from sale of hard-
ware, 60% from sale of software, 30%
from software services, 5% from sup-
plies.

Principal officers: Mark E. Dom,
president; Michael E. Haley, national
client services manager; Paul Hafeli, fi-
nancial manager.

Contact: Mark E. Dom.

E

EDS Insurance Services

13736 Riverport Drive, Maryland
Heights, Mo. 63043; 314-344-8247;
fax: 314-344-8691

Founded: 1972.

Parent company: General Motors.
Software products:
• Processor 1: unbundled hardware

and software; mainframe. First installa-
tion: 1984; 25 total installations. Identi-
fies unbundled procedure codes, vali-
dates procedures based on diagnosis.

• Automated Claims System: unbun-
dled hardware and software; main-
frame. First installation: 1984; seven
total installations, two in risk manage-
ment departments.

• Medical Bill Review (MBR): unbun-
dled hardware and software; main-
frame. First installation: 1988; two total
installations, one m a risk management
department.

Staff: 64 total, 61 professionals.
New clients: Three total.
1991 gross revenues: $7 billion

total.

Principal officers: James Sonne-
maker, account manager-insurance ser-
vices.

Contact: Kathy Bandle.

ESIS Inc.

Two Liberty Place, 1601 Chestnut St.,
Philadelphia, Pa. 19192-2105;
215-761-6784; fax: 215-761-5434

Founded: 1953.

Parent company: CIGNA Corp.
Software products:
• CIGNA's Risk Information System:

$15,000; unbundled hardware and soft-
ware; personal computer. First installa-
tion: 1983; 700 total installations, 250 in
risk management departments. Func-
tions include medical cost containment
reporting.

• CRIS Advanced Functions: $30,000
for all options; unbundled hardware
and software; personal computer. First
installation: 1982; 50 total installations,
45 in risk management departments.
Functions include litigation monitoring,
claim development analysis.

• Technology For Large Accounts:
unbundled hardware and software; per-
sonal computer. First installation: 1992;
five total installations, all in risk man-
agement departments. Functions in-
clude online access to adjuster claim
system including detailed notes.

User support: User groups/meetings,
telephone assistance available eight
hours a day, on-site training, three-day
training seminars in Philadelphia.

Staff: 74 total, 69 professionals.
New clients: 30 total; 22 in risk man-

agement departments.
Branch offices: Atlanta; Boston;

Chicago; Dallas; Houston; Los Angeles;
New York; San Francisco.

Principal officers: Edward P. Hol-
leran, president; Dennis G. McGowan,
director-administration; Brian P.
O'Hara, director-product management.

Contact: W. Bruce Hemphill, man-
ager-product management.

F
Feedback Systems Inc.

1900 Emery St. N.W., Suite 304,
Atlanta, Ga. 30318; 404-355-6883;
fax: 404-875-8811

Founded: 1984.

Software products:
• RIMS DBMS: $18,000; unbundled

or bundled hardware and software; per-
sonal compute, mini computer, main-
frame. Two total installations both in

risk management departments. Func-
tions melude Lability and claims man-
agement, ability to select, retrieve, view
and compare data in the form of a
query, graph, form letter or report.

User support: User groups/meetings,
telephone assistance available 10 hours
a day, on-site training, off-site training,
on-going enhancements, modem sup-
port, on-line help and user documenta-
tion.

Staff: Three professionals.
Continued on nert page
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FROM KODIAK TO KEY WEST, FROM BANGOR

TO BAKERSFIELD, EXPRESS SCRIPTS
PREFERRED PROVIDER PHARMACIES

CRISSCROSS THE UNITED STATES.

EXPBESS
LISCRIPTS

ON-LINE • MAIL SERVICE • DUR

1-800-332-5455

.:....: RISIOWASTER® Software Series

General Claims
Workers' Compensation

Vehicle Accidents

Medigal Fee Scheduling '
Policy Management

· Ilicident Reporting
And More
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In the distant:future,
- al! risk management software 

will be this good.
Fortunately, you needn't wait that long.

Why wait when new features for claims management,
productivity improvement, window-oriented interfaces and
an image processing system are already available, today, for
your risk management or TPA data needs? Since 1982
we've started automation trends by introducing new
products other vendors never seem to match. One look at
our new RISKMASTER® Software Series and you'll see
our point very clearly.

Provide the CEO, CFO and Claim Manager with current
data on loss control and loss financing using our proven
reporting tools, Lotus 1 -2-3 interface or WordPerfect
interface. Address your actuarial review or excess carrier
needs using our actuarial and loss triangle reporting series.

Integrated Workers' Compensation, General Claims, E & 0,
Property, Vehicle Accidents and Litigation programs are
able to run as separate modules on PCs, LANs, or Unix/AIX

systems. Create flexible user-defined data fields and adhoc

reports using "on the fly" features for percentages, averages
and board room quality presentation exhibits.

What other vendor has achieved 1992 client satisfaction

ratings where 96% of the respondents evaluated client
service as good or excellent?

Get the facts on our new programs by calling for our 24-page
brochure or attend a free seminar in your area. You've heard
about us for 10 years. And we intend to keep it that way.

DC)RN 38705 Seven Mile Road

Techholoav Suite 450

Grou]BIK6 Livonia, MI 48152-1005(313) 462-5800

So,tware, serrices »consuiting FAX: (313) 462-5807
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New clients: Two in risk manage-
ment departments; 50% with gross reve-
nues $500 million to $999 million, 50%
with $1 billion to $3.5 billion.

Principal officers: Chrissie Howell,

president; Dave White, vp; Jack Hubert,
secretary.

Contact: Chrissie Howell.

Flex Systems
7929 Brooknver Drive, Suite 175,
Dallas, Texas 75247; 214-630-7956;
fax: 214-630-3245

Founded: 1990.

Parent company: Lindsey Morden
Claim Services Inc.

Software products:
• Flex-System: Unbundled hardware

and software; personal computer. First
installation: 1990; 71 total installations,
14 in risk management departments.
Functions include printing of first re-
ports, S/I state reports, automated
workers compensation checkwriting
features, full function diary and calen-
dar capabilities, integration with other
software packages, integration with
medical cost management systems, tape
creation and processing capabilities.

User support: Telephone assistance
available 12 hours a day, on-site train-
ing, local support.

Staff: 25 total, 18 professionals.
New clients: 71 total, all in risk

management departments; 25% with
gross revenues less than $200 million,
30% with $200 million to $499 mil-
lion, 30% with $500 million to $999
million, 10% with $1 billion to $3.5
billion, 5% exceeding $3.5 bilhon.

Branch offices: Atlanta, Los An-
geles.

1991 gross revenues: $1.4 million
total, all from risk management infor-
mation systems; 5% from sale of hard-
ware, 70% from sale of software, 25%
from software services.

Principal officers: Chuck Allen, na-
tional director; Mickey Mikesell, na-
tional sales director; Farid Nagji, senior
analyst; Stephanie McCosh and R.J.
Mallette, consultants.

Contact: Chuck Allen or Mickey Mi-
kesell, 1-800-394-3539.

G
GAB Business Services Inc.

9 Campus Drive, Linden Plaza,
Parsippany, N.J. 07054;
201-993-3400; fax: 201-993-9579

Founded: 1885.

Parent company: SGS North
America Inc.

Software products:
• Centurion: $3,000 to $12,000;

unbundled hardware and software;
personal computer. First installation:
1984; 97 total installations, all in risk
management departments. Functions
include interactive query and analy-
sis system, on-line data inquiry sys-
tem, downloading of data.

• Claims Management Reporting
System: unbundled hardware and
software; mainframe. First installa-
tion: 1975, 739 total installations,
664 in risk management departments.
Provides loss reports, check registers,
management reports, performance
monitoring reports.

User support: User groups/meet-
ings, telephone assistance available
eight hours a day, on-site training,
on-line computer training manual.

Staff: 135 total, 23 professionals.
New clients: 53 total; all in risk

management departments; 20% with
gross revenues less than $200 million,
20% with $200 million to $499 mil-
lion, 25% with $500 million to $999
million, 20% with $1 billion to $3.5
billion, 15% exceeding $3.5 billion.

Branch offices: Atlanta; Chicago;
Cincinnati; Dallas; Los Angeles;
Minneapolis; New York; Orlando,
Fla.; Phoenix; San Francisco.

1991 gross revenues: $235 million
total; 100% from software services.

Principal officers: Richard A.
Simon, chairman/chief executive of-
ficer; William F. Bergs, chief opera-
ting officer; Joseph L. Rizzo, execu-
tive vp; John F. Darden and G. Roger
Eiler, senior vps.

Contact: John M. Kardos, assis-
tant vp, 201-993-3738.

Gallagher Bassett
Services Inc.

The Gallagher Centre, 2 Pierce
Place, Itasca, 111. 60143-3141 ;
708-773-3800; fax: 708-285-4000

Founded: 1962.

Parent company: Arthur J. Gal-
lagher & Co.

Software products:
• Risx-Facs: bundled hardware and

software; personal computer or main-
frame. First installation: 1983; 898 total
installations, all in risk management
departments. Functions include claims
administration, standard loss reporting,
ad-hoc inquiry, automated diary, NCCI
data capture, claim notebook (electronic
adjusters notebook), check writing, au-
tomated Index Bureau Reporting.

• Micro-Facs: $2,100 plus communi-
cations; unbundled hardware and softi
ware; personal computer. First installa-
tion: 1986; 105 total installations, all in
risk management departments. Func-
tions include on-line ad-hoc inquiry and
reporting, loss trending, exposure anal-
ysis, loss triangles, electronic mail.

User support: Telephone assistance
available 12 hours a day, on-site train-
ing, training at corporate headquarters,
user-friendly manuals.

Staff: 90 total, 60 professionals.
New clients: 124 total.

Branch offices: Nationwide network
of sales and service offices.

1991 gross revenues: $72 million
total.

Principal officers: Peter J. Dur-
kalski, president; Donald C. Klein and
Richard R. Rothman, executive vps.

Contact: Richard R. Rothman.

Genelco Inc.

1600 S. Brentwood Blvd, St. Louis,
Mo. 63144-1330; 314-962-2040; fax:
314-968-9589

Founded: 1973.

Parent company: General American
Life Insurance Co.

Software products:
• Health Claims Plus: bundled and

unbundled hardware and software; mi-

drange computer. First installation:
1985. Functions as an on-line, real-time
health claim processing and adminis-
tration system; adjudicates and admin-
isters medical, dental, disability, vision,
indemnity and prescription drug plans,
and provides reporting for managed
care analysis; processes claims for
health plans and has a utilization re-
view module.

• Benefit Administration Plus: bun-

dled and unbundled hardware and soft-

ware; midrange computer. First instal-
lation: 1987. Serves individual and

group insurance plans or Multiple Em-
ployer Trusts; administers all billing
and collection functions, provides eligi-
bility information for health claim ad-
ministration and processes commis-
sions; tracks new case files, and
produces reports for management anal-
ysis.

• Life Support Plus: bundled and
unbundled hardware and software; mi-
drange computer. First installation:
1985. Functions include new business

processing and underwriting support,
agency administration and agents con-
tract control, commission accounting,
policy administration, billing and col-
lection, policy exhibit and valuation,
general ledger and financial reporting,
and cash disbursements.

User support: User groups/meetings,
telephone assistance available 9.5 hours
a day, on-site training, maintenance
agreements available.

Staff: 210 total, 56 professionals.
Branch oftices: Dallas.
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1991 gross revenues: $17 million
total; $14.2 million from risk manage-
ment information systems; 3% from sale
of hardware, 37% from sale of software,
60% from software services.

Principal officers: David B. John-
son, president; Russell E. Korte, ex-
ecutive vp; Larry M. Amundsen,
vp-software sales & marketing; David
Litschgi and Mike Molinar, product
vps.

Contact: Larry M. Amundsen or
David B. Johnson.

H
Health Economics & Market

Analysis Inc.
2387 W. Monroe St., Springfield, 111.
62704; 217-793-1155;
fax: 217-793-1344

Founded: 1987.

Continued on next page
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In 1917, American Re was formed to underwrite Worker's Comp

for seven coal mining families in Pennsylvania. Seventy-five
years later, one of our first clients is still with us. In fact, over half
of our clients have been with us 20 years or longer.

It takes enduring quality to maintain financial strength and
client relationships through hard and soft markets. In 1985,
when capacity got tight, we didn't close offices or reduce
coverage. Our record of constancy helped our clients through,

the tough times. Some reinsurers didn't make the same constant
commitment; some didn't make it at all.

With stability, we offer innovation. Systems and services
especially designed to meet our clients' needs. We bring together
specialists from across divisional, corporate and geographic
lines to provide customized solutions for our clients. We have
actually restructured our company to give full access to the
best minds in the business with a flexible, coordinated response
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Continued from preutous page Health Management • ADA Job Analysis $3,500 stand- Parent company: Liberty Mutual In- Staff: 71 total, 66 professionals
Software products: Technologies Inc. alone, $1,000 with Return Plus, unbun- surance Co New clients: 60 total, all in risk

• Acclaim/Resolve $20,000, unbun- dled hardware and software, personal management departments, 30% with
1042 Country Club Dnve, Suite C, Software products:

dled hardware and software, personal computer First installation 1992, 10
a Liberty*Link/RISKTRAC $15,000,

gross revenues less than $200 million,

computer First installation 1989,25 Moraga, Calif 94556. 510-631-6750, total mstallations all m rlsk manage- 30% with $200 million to $499 mil-
fax 510-631-6789 unbundled hardware and software, per-

total Installations, all m risk manage- ment departments Functions as a job
sonal computer First Installation 1992

lion, 30% with $500 million to $999

ment departments Functions as health element data base, prmts work copies million, 5% with $1 billion to $3 5
Functions as a window-based client

benefits cost management software m- for analysts and medical examiners server, Includes expanded claim detail
billion, 5% exceeding $35 billion

cluding RBRVS fee schedule, regional Founded: 1986 Medical exam form with recommenda-
and ad hoc reporting, increased data

Branch offices: Atlanta, Chicago,

hospital per diem norms, and an actuar- SoRware products: tions for accommodations Dallas, New York, Philadelphia, Pitts-
update frequency, expanded mail capa-

ial plan prlcing model • Return Disability Case Manager User support: User groups/meetmgs, blities burgh, San Francisco, Weston, Mass
$15,000, unbundled hardware and soft- telephone assistance available 10 hours • RISKTRAC/ONLINE $25,000, un-

Principal officers. Edmond Kelly,
User support: User groups/meetmgs, ware, personal computer First mstalla- a day, on-site training, newsletter bundled hardware and software, time-

president, Robert Barrese, vp
telephone assistance available eight tion 1989, 30 total installations, 20 m Staff: 12 total, eight professionals share First installation 1987,185 total

Contact: Larry Forrest, director-
hours a day, on-site training, consulting risk management departments Func- 1991 gross revenues: 50% from sale

installations, all in risk management
marketmg

services on health nsk management in- tions include 24-hour case management of software, 50% from software ser-
formation strategies departments Functions Include batch

for workers compensation, disability vices reporting, claims rnanagernent and de- Hurley & Associates
Staff: 10 total, four professionals plans, hability Duration and service Principal officers. Karen Wolfe,

cision support tools 18 S Fifth St , Geneva, 111 60134,
New clients: 10 total, all in risk frequency guidelines, management re- president, James Wolfe, semor vp-mar- • RISKTRAC/PC $5,000, unbundled 800-727-1859

ports ketmg
management departments, 100% with hardware and software, personal com-

• Return Plus Occupational Safety Contact: James Wolfe
gross revenues less than $200 million puter First mstallation 1987, 290 total Founded: 1990

and Health $10,000, unbundled hard- installations, all in risk management Software products:
1991 gross revenues: $600,000 total, ware and software, personal computer Helmsman Management departments Functions include claims • Sick Pay/STD Control $7,000 to

all from risk management mformation First mstallation 1989,150 total mstal- Services Inc. and coverage management, decision $12,000, unbundled hardware and soft-
systems, 100% from software services lations, 110 in risk management depart- support tools ware, personal computer, mini com-

ments Functions include workers com- 225 Borthwick Ave, Portsmouth, N H puter, mainframe Functions include
Principal officers: James S Tnpp, pensation, department of transport- 03801, 603-431-1181, User support: User groups/meetings, sick pay and short-term disability

president, Roy Wehrle, chief executive ation, OSHA comphance, medical sur- fax 603-431-2071 telephone assistance available 12 hours claims management, ad hoc reports, in-
officer veillance, employer health mformation a day, on-site trammg, tutorials, on-line terface with payroll and human re-

Contact: James S Tnpp management, appropriate reports Founded: 1984 help, user manuals, newsletters sources

User support: Telephone assistance
available eight hours a day, on-site

T 73-4-',(,,*4.  f i;L-1 e==min training
Staff: Two total, both professionals494 6*linst«th,ng like id eduntional

i ' 4,0 +20 Branch offices: Woodland Hills and
3}S 4.*uases/, i ,

Moraga, Calif
4 ' 45"-*'fiq<#v \M.3a 404 4,442*' 1 |/}42•4 Principal officers: Jerry J Hurley,

O 0/
1 DA¥4'114* 4 / ' 64, , 4, president, Ralph D Hurley, executive00 4 - ox,Y 2 *hould / VP

Contact: Jerry J Hurley

I /-40% 111'Ef'Jnks T, 9Ian. 44'41, 6,0 4c.. .*eeon reinsur

tf hal nfi,ranir fr.ft'b'*-* *1-,#2.4, „0:% j I
./f / h. 4.7 O 4%414 f A.1 14/E'*94 4

.
ITT Specialty Risk

tih' 11
£„ti,7 1

-. -·e, 1 444* 0 447' 624::4414". 4'.another
'le,

Services Inc.

2 Riverwew Square, East Hartford,
Conn 06108, 203-275-1370,
fax 203-275-1396

i
Founded: 1991

4 ..

0, C .4
Parent company: ITT/Hartford

/1
4 Group Inc

A - % 1

• OSCAR $15,000, unbundled hard-
ware and software, personal computer

Software products.

First mstallation 1981, more than 200

be>k'-4>, total mstallations, more than 175 1 risk

r, \8:/B.:33* , management departments Functions
include pre-formated and ad hoc re-
portlng, personal computer download,

.

histoncal fmancial data

User support: Telephone assistance
available eight hours a day, on-site
traming, Ask management and actuar-
ial consulting along with customized re-

I J port development
Staff: 23 total, 20 professionals
New clients: 34 total, all in risk

management departments

a 1991 gross revenues: $2 3 million
total, all from rlsk management mfor-

I % 0 , mation systems, 100% from software
'

services

Principal officers: John MacDonald,
president, Lonnie Maytubby, senior vp,
Nanette Char, Joanne Larson and Jim
Leonard, assistant vps

Contact: Nanette Char

31%*» 0 25·AM.R.
f --*

Insurance Software

Packages Inc.
C 3625 Queen Palm Drive, Tampa, Fla

33624,813-621-6069,

4 fax 813-621-0652
t,

Founded: 1985

Parent company· Pharmacy Man-
agement Services Inc

, 14 Software products.

49/40 • CompStar unbundled hardware
4./

and software, personal computer First
mstallation 1985,170 total installa-

4* 4, yf:K. tions Functions mclude claims adjudi-

4<432 cation, fee schedule, full fee schedule

4 '6 rates integrated, EOBs, PPO module,
enhanced security, correspondence
module, reinsurance module

y become it.
• MultiStar unbundled hardware

and software, personal computer First
installation 1985 Functions Include

claim entry, reserve tracking, payment,
claim inquiry correspondence module,
reinsurance module and enhanced re-

system for traditional and non-traditional clients alike
porting

• MediStar unbundled hardware

We are proud to celebrate 75 years of financial stability With and software, personal computer First

innovations to keep our clients ahead of their competitors
mstallation 1986 Functions mclude fee

Vision to see beyond the next change in the market And
AMERICAN schedule validation of rules and values,

medical bill history, duplicate checkmg,

above all, a commitment to long-term relationships that are  RE-INSURANCE COMPANY inquiry and enhanced reporting
• HealthStar unbundled hardware

designed to outlast the underwriting cycles and software, personal computer First

Because history has a way of repeating itself Thankfully, 555 College Road East Pnnceton, NJ 08543-5241 (609) 243-4200 installation 1987 Functions Include

automatic validation of eligibility and
so does American Re Atlanta Bermuda, Bogota, Boston Brussels Cairo Chicago Columbus, Dallas, Hartford, Kansas City, London, benefits, claim processmg, generation of

Los Angeles, Melbourne Mexico City, Minneapolls Montreal, New York, Philadelphia San Francisco, Santiago Singapore, Sydney, Tokyo Toronto Vienna Cont;nued on next page
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Spotlight report
Continued from previous page include workers compensation policy Founded: 1978 SoRware products: software, 40% from software services

EOB, checks, 1099 forms, billing and rating and billmg, medical cost contain- Software products: • COMP2000 $35,000, unbundled Principal officers: F William
commission modules, enhanced reports ment • Umbrella Analyzer $698 urbun- hardware and software, personal com- Guerin, president/chief executive offi-

User support: User groups/meetings, • Workers Compensation Policy Rat- died hardware and software, persc,nal puter First mstallation 1988,32 total cer
telephone assistance available eight ing $15,000, optional bundled hard- computer First mstallation 1990 220 mstallations, 24 in risk management de- Contact. Tom Corder, director-sales
hours a day, on-site training, remote ware and software, personal computer total installations, 40 in risk manage- partments Functions as a workers com-
support uslng modem First installation 1990, two total mstal- ment departments Functions include pensation claims management software Marshall & Swift

Staff: 50 total, 10 professionals lations umbrella/excess forms analysis system, includes permanent disability
1200 Route 22, Bndgewater, N JNew clients: 40 total, 17 in risk man- User support: Telephone assistance User support: Telephone assistance calculator, payment commutation mod-
08807, 800-421-8042,agement departments, 50% with gross available 10 hours a day, on-site tram- available nine hours a day, free phone ule, state-specific med fee audits, ad hoc

revenues less than $200 million, 30% mg, remote log-in via modem installation and training reporting and automated event triggers fax 908-231-8934

with $200 million to $499 million, 10% Staff: Seven total, four professionals Principal officers: Jack P Gibson, I Liability CMS $15,000, unbundled
with $500 million to $999 million New clients: Three total, two m Ilsk president, Paul D Murray and Cathy hardware and software, personal com- Founded: 1932

Principal officers: A Allan Maches- management departments, 50% with Roberts, vps, William S Mcintyre IV, puter First Installation 1992, two total Software products:
ney, president gross revenues $200 million to $499 nul- chairman/owner installations, both m nsk management • Commercial Estimator $615, un-

hon, 50% with $1 billion to $3 5 bilhon Contact: Paul D Murray departments Functions as a liability bundled hardware and software, per-
Insurance Software 1991 gross revenues: 10% from sale claims management software system for sonal computer First mstallation 1985,

of hardware, 50% from sale of software, property and casualty claims manage- 5,000 total installations, 50 m rlsk man-
Solutions Inc. 40% from software services ment agement departments

960 Holcomb Bndge Road, Suite 1, Principal officers: Clifton F User support: User groups/meetings, • Home Estimator $195, unbundled

Roswell, Ga 30076, 404-992-9383, Haughey Jr, president, Karen D
fax 404-992-9727 Haughey, secretary/treasurer, Donald ,

1

M telephone assistance available nine hardware and software, personal com-
hours a day, on-site training, user docu- puter First installation 1983, 20,000

McAllister, marketmg mentation total installations, 20 in rtsk manage-
Founded: 1986 Contact: Chfton F Haughey Jr ment departments Supphes data to de-
Software products. Marathon Systems Staff: 30 total, 26 professionals

International Risk New clients: 15 total, 11 in rlsk man-
velop replacement costs of upscale

• Fastrack RMIS $35,000, bundled 1 4 Embarcadero Center, 7th floor, San houses (up to $650,000)
or unbundled hardware and software, Management Institute Inc. E Francisco, Calif 94111; agement departments User support: User groups/meetings,
personal computer First installation 12222 Merit Dnve, Suite 1660, Dallas, 415-362-0500, fax 415-362-5528 1991 gross revenues: $6 million telephone assistance available 10 hours
1986, 13 total installations, 10 m risk Texas 75251-2217, 214-960-7693, total, $2 mtllion from nsk management a day, on-site traimng
management departments Functions fax 214-960-6037 Founded: 1987 mformation systems, 60% from sale of Contznued on next page
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There's no time like the

present to Jom the
celebration

As a major force in the

insurance industry, your
company must be part of
an issue that will be

among the most widely

read publications of the

year attracting

influentials responsible

for everything from risk

management, property

loss control and workers

compensation.. to

employee benefits, '

:

group health insurance,
managed health care and

pension/profit-sharing
plans to reinsurance 4* -

and everything in
between
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Continued .from previous page
Clients: 20 total

Branch offices: Los Angeles.
Principal officers: Joseph Marshall,

Frank Swift and G. Timothy Marshall,
partners; Kevin Keegan, chief executive
officer; Frank Benz, senior vp,

Contact: Matt Stawicki.

N
NATLSCO

1 Kemper Drive, Building 4 Long
Grove, 111. 60049-0075;
708-540-2400; fax: 708-540-4330

Founded: 1968.

Parent company: Kemper Corp.
Software products:
• Claim Analysis and Risk Experi-

ence System: $13,500; bundled hard-
ware and software; personal computer.
First installation: 1983; 77 total instal-

lations, 65 in risk management depart- ,
ments. Functions include workers com-

pensation, liability, auto and property
claims.

User support: Telephone assistance
available 10 hours a day. on-site train-
ing, 800-hotline. newsletter.

Staff: 42 total 30 professionals.
New clients: Four total, all in risk

management departments.
Principal officers: F G. Minchk,

president/chief executive officer; J.G.
Weiss, vp-risk management; D.F. Bene-
vich, vp-management services; A.D.
Odom, vp-safety; G.J. Krafeisin, vp-
health services.

Contact: W.E Kahl Jr., manager-risk
management, 708-540-3454.

NRM Computer Systems Inc.
4309 Hacienda Drive, Suite 483,
Pleasanton, Calif. 94588;
510-734-9400 fax: 510-734-8631

Founded: 1978.

Software products:
• Risk Management Information and

Financial Analysis: micro computer
$15,000 plus $1,500 per user, mini com-
puter $20,000 plus $1,500 per user,
mainframe available; unbunclied hard-

Guaranteed

-

ware and software. First installation:

1988; 21 total installations. Functions

include four different forecasting
models, loss forecasting, loss simulation,
financial analysis, risk retention anal-
ysis. present value.

• Workers Compensation: microcom-
puter $15,000 plus $1,500 per user. min-
icomputer $20,000 plus $1.500 per user,
mainframe available; unbundled hard-
ware and software. First installation:

1980; 77 total installations. Functions
include reminders, claim/file note diary,
automated benefit letters and disability
payments, ad hoc and standard reports,
multiple parameter search.

• Liability/Auto./Property: micro-
computer $15,000 plus $1,500 per user,
minicomputer $20,000 plus $1.500 per
user, mainframe available; unbundled
hardware and software. First installa-

tion: 1983; 49 total installations. Func-
tions include special sections for driver,
passenger, owner, witness, police, pol-
icy, real property, personal property,
sub-types, vehicle time loss, ad-hoc and
standard reports.

• Group Health: micro computer
$30,000 plus $1,500, mini computer

411]- I I.-I' I -

- + P &101 1 11

A

$40,000 plus $1 500 per user, mainframe
available; unbundled hardware and
software. First installation: 1936; eight
total installations. Functions include

ulimited plans, coverages, automated el-
igibility checking, employee verifica-
tien.

• Optical Character Recognition: mi-
crocomputer $15,000 plus $1.500 per
user, minicomputer $25,000 plus $1,500
per user, mainframe available; bundled
hardware and software.

First installation: 1991, three total in-

stallations. Scans almost any form
directly into the data base with almost
no manual claim input.

• Imaging-Document Input & Re-
trieval microcomputer $30.000 plus
$10,000 per user, minicomputer and
mainframe available; bundled hardware
and software. First installation: 1991;
four total installations. Functions in-

clude storage, display and printing of
most paper documents, eliminates the
storage of paper files.

User support: User groups/meetings,
telephone assist ance available 12 hours
a day, o n-site training.

Staff: 12 total, four professionals.

New clients: Five total, all in risk
management departments.

Principal officers: Frank E. Ama-
telli, chief executive officer/president.

Paradigm Infosystems
22232 17th Ave. S.E., Suite 206,
Bothell, Wash. 98021, 206-486-2956
or 800-637-5766;
fax: 206-486-3173

It's not too late to be part
of the most exciting
celebration of the year.

This retrospective will
review developments,
trends, legislation and
regulation that have

shaped the way corporate
executives purchase
insurance, meet risk

management challenges
and respond to employee
benefits and health care

alternatives.

Penetrating interviews
with the most influential

leaders in benefits and

risk management, plus
an analysis of leading
insurance and reinsurance

companies and brokers,
then and now, will attract
worldwide attention.

This powerful editorial
feature will position your
ad in front of more than

148,000* administrative

and financial executives;

insurance, risk, and

benefits managers;
insurance and reinsurance

company executives;

agents and brokers; and
other consultants and

service providers.

Reserve your ad space

today. Preserve your
place in this 25-year
history. This is one
collectible that won't be

collecting dust.
*Includes pass-along readership.

P

Founded: 1991

Software products:

user; bundled hardware and software;
personal computer. First installation:
1991; six total installations, four in risk

ple lines, exposure tracking.

Continued on page 25
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Expert systems' savings
A large, accurate data base can reduce costs significantly
RTIFICIAL INTELLIGENCE-or

expert systems-may
revolutionize the claims industry. In
last month's column, I introduced the
topic of applying this technology to
claims management, particularly
reserving (BI, June 22).

This computer technology has
significant implications for users of
claims services, be they
self-administered companies,
self-insured companies using
third-party administrators, companies
using unbundled insurance services,
state funds or large governmental
entities.

This month, I want to illustrate how
such a kn6wledge-based system can
reduce the cost of the claims

management program to both the end
user-whether insured or

self-insured-and to the provider of
those services.

Because Care Systems Corp., an
Australian company in partnership
with Perot Systems Corp., seems to
offer the most comprehensive expert
system for claims management to date,
I would like to use that system for
illustrative purposes.

First, the essentials: Just how does

an expert claims system help to reduce
claims costs?

The lifeblood of an expert system is
the construction of its comprehensive
data base. It is not merely a repository
of historical claims information,

though that is certainly an important
part. Statistically significant amounts
of comprehensive data on claims are
broken down into many parts, such as
by name, Social Security number,
occupation, age and sex. In fact, the
CARE system-Compensation And
Rehabilitation Expertise-strives to
capture as much data related to a
claim as possible, thereby eliminating
costly administrative delays that are
so frequent in the claims industry.

The company's target is a
sophisticated data base providing 80%
of the information needed to process a
claim, as opposed to 30% available in
many other automated workers
compensation claims systems. In fact,
CARE's data base includes

information on specific jurisdictions,
injury codings by site and severity,
special rehabilitation information,
utilization patterns and cost patterns.

Certainly, constructing a
sophisticated data base is a
time-consuming, detailed procedure.
But that effort is necessary, because
the next step deals with the reserving
algorithms, various claims tests
independent of the data bases and the
rule base, which essentially forms the
basis of decision-making for the
expert system.

These knowledge-based routines are
what separates the CARE data base
from a typical data base, regardless of
size. The CARE data base can perform
algorithms and other analysis to
provide the continuous testing of
reserve computations for each claim
based on the facts of the claim as they

illill Ill
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are typed into the system.
Now, what does this mean in

English? How are savings possibly
derived from a more sophisticated
data base?

The answer lies in the data base's

accuracy. Typically, a claims
examiner, adjuster or supervisor will
reach a reserving decision based on
facts that he or she collects, matching

them against a similar claim in his or
her experience. This personal
philosophy is then tempered by the

particular organization for which he
or she works. Most largeinsurers tend
toward conservative reserving, while
TPAs vary up and down the ladder, as
do self-administered organizations.
Some don't reserve at all.

By using an expert system, the
computer arrives at a logical valuation
of the claim based on the facts of the

accident, the nature of the injury, the
doctor treating the individual, the

region of the country in which the
accident occurred, any jurisdictional
peculiarity, the attorney representing
the claimant, the rehabilitation

specialist assigned to the case,
the potential for light duty
available, whether the state is a fee

schedule state, whether a PPO exists,

and so on.

How can a claims person possibly
correlate all that data to reach a

logical claim valuation over the life of
a claim?

It is enough of a problem to make
sure that all the facts have been

gathered in a particular case (which
unfortunately is something that even
artificial intelligence cannot
solve-getting the claims person to
complete the investigation in a timely
and thorough fashion). I maintain that
it is impossible to reserve for claims
accurately, given the hundreds of
claims that each individual claims

person handles during a single year.
CARE's belief-as well as my

own-is that claims reserving is a key

claims management tool through
which all claims and rehabilitation

decisions should be made. To rely on
consistently inaccurate reserves for

claims that are outdated is not logical.
The problem becomes exacerbated by
the tendency individual claims people
have in looking at each claim in
isolation. Yet, we know that back

claims have certain similarities,

especially when a certain doctor or
lawyer is involved in two or more

individual cases. Why treat them
differently?

Through the use of an expert system,
however, this problem can be
eliminated or greatly minimized.
Decisions regarding the reserving
process are made consistently in a
standardized uniform format. This

also assures the end user of better

quality control.
Tests that expert systems perform to

improve quality control in the
reserving process include:

• Date-based tests.

Utilizing three categories of
dates-recorded dates, like the date

of information receipt or disability
statements; inserted dates by the

claims manager or case worker; and
system-inserted dates, like projected
dates of partial or total
incapacity-the system automatically

subjects each claim to several
tests, formulating them into a date

array.

This array represents a picture of
each claim as of each day the claim
person is working on the system in
terms of past history and/or current
and projected claim development.

From this array, the system prompts

reports to be generated when a failure
to meet certain target dates occurs.
This could be as simple as a claimant
failing to return to work on a

projected date based on the disability
set by his or her own doctor.

• Dollar test.

The system evaluates total payments
to date for each claim against the total
data base, notifying the examiner
whenever a payment pattern appears
that contradicts a "cost profile"
derived from the comprehensive data
base.

• Claim profile or rule base.
This is a vital part of the

knowledge-based system. It contains

many conditions or "rules" that each
claim is evaluated against, resulting in

action reports to the examiner on how
the particular claim compared.

• The CARE system.

This also includes a medical profile,
rehabilitation profile, an inactivity
test-essentially no transaction with

respect to an individual claim within a
defined number of days.

To summarize this section, an expert

system is able to provide accurate,
consistent valuations for claims across

a wide diversity of jurisdictions. The
claims expert does not have to rely on
human experience which, though
extremely valuable, cannot possibly
contain all of the data stored by the
systenn.

Proactive claims management is a
natural extension of accurate and

consistent valuation. If a claim is

consistently subjected to all of the
evaluation and analysis provided by
the knowledge-based system and is
part of a very sophisticated data base,
it would follow that much of the

mundane activity of a claims person
can be eliminated. That leaves time for

more proactive involvement.
The CARE system provides action

reports based on the tests we saw
above. When a claim's profile falls into
a problem area, the computer will
generate an action report that suggests
daily actions to be taken in the
management of that claim. It is more
than just a diary; it has things to do.

For example, when the system
detects that more treatments have

taken place than are statistically
acceptable for the type of injury and
the age of the particular person, it will
produce an action report highlighting
that problem. It will do the same for
rehabilitation as well.

Now, lest anyone think that I am
openly advocating an abandonment of
human involvement in the claims

process, let me say that the expert
system simply provides suggestions or
facts upon which the claims
professional should act. At any time,
the examiner can override the

recommendations of the computer,
adjusting reserves as he or she sees fit
for the particular case. Yet, it does
free the examiner up to do more of the
thinking and planning in evaluation of
claims management. The action
reports from the expert system are
intended to alert the claim person to
certain conditions in a timely
manner.

Rather than be reactive and waiting
for things to happen before taking any
action, the claims person can
anticipate coming problems through
the prompting of the expert system.
He or she can, for example, intervene
with an early independent medical

' exam or push more heavily for light
duty earlier than the treating
physician has recommended, based on
the recommendations of the expert
systenn.

He or she also may want to settle or
commute a case faster than he or she

normally would after seeing the
profile of the particular claim as it is
developing.

Effective utilization of manpower
not only is good for the end user, but
also for the claims provider. The
expert system can legitimately allow
for a bigger case load to claims
personnel-since it is doing a lot of the
correlating and analyzing of the

Continued on next page
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claims data-and also for a smaller

staff.

I am aware of one TPA that, through
the use of a standard claims

management information system-not
an expert system-reduced its staff

size by 30% and increased its claims
handling production. It also reaped a
higher profitability through this

system's greater efficiency. CARE's
experience in Australia is very similar
to that.

To the end user, being served by a

TPA or insurer utilizing an expert

system means that the company should
have a very efficient, cost-effective
way of handling claims. This does not
replace the need for claims
organizations to have superior
individuals handling the claims.

Claims management remains a skill
that must be performed by people.

Facts must be gathered, contact with
the injured party must be made and
interaction with medical providers,
attorneys, employers and

rehabilitation specialists all must
occur. If, however, administrative

functions can be absorbed by the

system, profitability and
efficiency will increase and costs

should decrease.

To summarize, I believe that expert

systems for claims management-and
underwriting-are vital to the
insurance industry in the 21st century.
They offer an excellent opportunity
for employers to reduce the cost of
claims through more accurate,
consistent claims handling. They offer

their service providers an opportunity
to become more profitable through
maximization of their staffs'

capability. While the expert claims

system alone will not solve the rising
cost of casualty claims, it is an
important and necessary tool to
accomplish that goal.

David A. Tweedy is a senior
consultant for Betteriey Risk
Consultants Inc. in Worcester, Mass.

He is the editor Of Betterley Risk
Management Commentary and the
author of RMIS Update, a yearly

publication analyzing
major risk

management

information systems
and uendors. Mr.

Tweedy's column on

* risk management
information systems
appears the third
Monday Of the month.

Solution: Universal managed care
By G. Robert O'Brien

ANEW NATIONAL HEALTH CARE plan hasbeen touted by some as the single solution to
the access and cost problems facing this nation's
health care delivery system.

Let me offer a more practical and effective
solution that will better control costs while

providing a higher quality of care, which national
systems cannot do. In other words, when we make

the necessary changes, let's do it the right way.
Our approach requires all participants

-employers and governments, providers and
consumers-to change their behavior and become

accountable for their actions. Its underlying premise
is that every American has a right to adequate

health care. But, along with that right comes a dual
responsibility to use the health care system sensibly
and not to abuse it. In this way, the system can

provide more care to more people.

Similarly, health care professionals must be made
accountable for the value of their services,

something that does not occur under the traditional,
unmanaged fee-for-service system. And it certainly
does not occur under any national health plan.

The idea isn't hard to grasp, but it requires a
significant change of attitude that is not easy to
instill. People often say, "Change how it's done, not
how I do it." And, because our approach requires
real change by everyone, is not easily explained
and will take time to work, it is less politically
attractive than some alternatives. But isn't that

what real solutions to our problems usually require?
So why bother with a concept-it's called

managed health care-that seems so difficult to put
in place? Simply because it works and, though it is
difficult to implement, it is rapidly gaining
acceptance. This is because managed care is the first
and only performance-based health care system that
focuses on improving the quality and value of care
as the key to controlling costs. It does this by

Pollution exclu
A "sudden and accidental"

exception to a pollution exclusion
clause in a multiperil insurance policy
did not apply to a gasoline leak that
occurred over a period of a least 14 to

30 days before the leak was

discovered, according to a decision of
the C6urt of Appeals of South
Carolina.

In 1981, R.W. Harp & Sons Inc.
installed underground gasoline

storage tanks, pumps and lines at a
newly constructed convenience store
in South Carolina. The system

operated without complaint of leaks or
contaminants until June 6, 1983, when

a telephone crew notified the state of
smelling gasoline in a manhole about
30 yards from the convenience store. A

comparing providers according to measures of
quality and cost, then giving consumers strong
financial incentives to use those providers who show
the best results.

In a managed care system, a sponsor-perhaps a
large employer or public agency-directs enrollees
to designated doctors and hospitals that must agree
to be evaluated according to specific measures of
quality and cost. Health maintenance organizations
and some preferred provider organizations are the
best-known examples of managed care, but those
practicing it so far are only the tip of the iceberg.

Contrast this approach with national health plans
of other countries or other reform approaches being
advocated by some in Congress and the state
legislatures. National health schemes cover
everyone and attempt to control total spending
through central budgetary controls. But they do not
assure that people get the quality care they need
when they need it, nor do they foster the kind of
innovation that produces breakthroughs in medical
practice.

Further, their price controls only suppress costs,
instead of controlling them by improving the
system's performance, as managed care does. This is
merely cost camouflage, because it ignores the two
keys to cost: quality and efficiency.

Managed care creates a dynamic that changes the
performance of the system from within, making it
deliver better care with greater efficiency. I find it
ironic that a number of nations with national health

plans now are exploring managed care to help them
allocate their own limited resources.

Approaches now being discussed-a combination

of an all-player rate-setting system and a mandate
on employers to provide health insurance-have the
same serious flaw. These half steps toward national
health plans place arbitrary caps on spending but
put the quality issue on the back burner; they do not
even attempt to determine what care is medically
effective and who delivers it efficiently. By treating

sion doesn't app

leak was found in an underground

pipe union connecting the
underground pump and tank to the

above-ground dispensing pump. As a
result of the leak, more than 4,000

gallons of gasoline was discharged

into the ground.
The state then ordered the store to

take cleanup measures and to
reimburse the state for its costs and

expenses. The total cost to the store
was nearly $183,000.

The store sought reimbursement

from Harp. Harp was insured by
Harleysville Mutual Insurance Co.
under a multiperil insurance policy

all providers as if they deliver the same quality with
the same efficiency, these approaches subsidize
inferior providers at the expense of superior ones.
Managed care, on the other hand, rewards superior
quality of care and efficient providers by paying
them a fair price and by sending them more
patients.

The United States already has the world's best

health care system for the vast majority of citizens
who have ready access to it. We don't have to turn
one-eighth of our economy into a public utility to

control costs or achieve universal coverage.
Experience here and abroad has shown time and

again that regulation stifles innovation, reduces
quality and produces shortages in its heavy-handed
effort to control costs in any sector of an economy,
from health care to energy to housing. Choosing a
regulatory course over a market-based reform
strategy like managed care is a recipe for a mediocre
health care system for everyone.

I believe that the best strategy to control costs and
expand access to coverage is to make the system less
costly for everyone, while maintaining quality. The
key to solving our cost and access problems-

without sacrificing the highest quality medicine in
the world-is to make managed care universal,
combining it with insurance market reforms and
appropriate public support for those who need it.
This nation deserves and can have the best health

care system for all its citizens; it doesn't need a copy
of something that provides less than that.

ls· 1 1/l n G. Robert O'Brien is executive up of
CIGNA Corp. in Hartford, Conn.

ly to gas leak
which excluded pollution damage

except for sudden and accidental
discharges. The insurer brought this
suit seeking a declaration that it was
not responsible for the cleanup

expenses. The trial court ruled for the
insurer.

It was stipulated by the parties that
North Carolina law controlled this

case. The Court of Appeals of South
Carolina noted that no one knew how

long the pipe union had been leaking
but that the parties surmised gasoline

had been discharged between 14 and
30 days before the leak was
discovered.

According to the appeals court, in
the context of the insurance policy the
word "sudden" was unambiguous and

must be construed in the temporal

sense as requiring an "abrupt or

precipitant event."
Thus, the appeals court agreed that

the trial court had construed the

pollution exclusion correctly.
Harleysville Mutual us. R.W. Harp &

Sons, Court of Appeals of South

Carolina, Aug. 5, 1991, Rehearing
denied Oct. 4, 1991 (BI/05/Au.-$10).

These abstracts were prepared by
Mayo H. Stiegler. Copies Of these
decisions are available by sending a
$10 check payable to Mayo H. Stiegler
to Business Insurance, 740 N. Rush St.,

Chicago, Ilt. 60611-2590. List the

number for each opinion.
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ware and software; minicomputer, mi-
crocomputer. First installation: 1992.
Functions include large system capabil-
ity with distributed processing and re-
mote access.

User support: User groups/meetings,
telephone assistance available 12 hours
a day, on-site training, dial up access to
control users and computers via remote
access.

Staff: Eight total, three professionals.
New clients: Three total; two in risk

management departments; 50% with
gross revenues $200 million to $499 mil-
lion, 50% exceeding $3.5 billion.

1991 gross revenues: $100,000 total,
all from risk management information
systems; 2% from sale of hardware, 90%
from sale of software, 8% from software
services.

Principal officers: Richard Hoehne,
chief executive officer; Larry Hoehne,
chairman; Kenneth Elston, president;
John Nordstrom and Steve Tanner,

principals.
Contact: Richard Hoehne.

Premium Review Associates

35 Green Heron Lane, Nashua, N.H.
03062; 603-888-9361;
fax. 603-891-0646

Founded: 1979.

Software products:
• EMS II: $1,000; unbundled hard-

ware and software; personal computer.
First installation: 1985; more than 500
total installations, more than 200 in risk

management departments. Calculates
the workers compensation experience.

User support: Telephone assistance
available nine. hours a day.

1991 gross revenues: 100% from sale
of software.

Principal officers: Norman Good-
man, owner.

Progressive [)ata
Solutions Inc.

1320 N. Semoran Blvd., Suite 205,
Orlando, Fla. 32807; 407-382-5920;
fax: 407-382-5925

Founded: 1987

Software products:

• Workers Compensation Manage-
ment System: $45,000; unbundled hard-
ware and software; midrange computer.
First installation: 1987; seven total in-
stallations. Functions as a workers

compensation policy and claims admin-
istration system for self-insurance
funds, trusts/funds, single employer
groups, third-party administrators.

• Fee Schedule Management System:
$10,000; unbundled hardware and soft-

ware; midrange computer. First instal-
lation: 1988; 11 total installations.
Functions as an insurance application
which adjudicates workers compensa-
tion medical bills according to states'
fee schedule.

• Rehabilitation Case Management
System: $16,000; unbundled hardware
and software; midrange computer. First
installation: 1988; four total installa-
tions. Designed for rehabilitation pro-
viders to capture and manage their time
and material billing and receivables.

• Workers Compensation Claims Ad-
ministration: $15,000; unbundled hard-
ware and software; midrange computer.
First installation: 1987; three total in-
stallations.

User support: Telephone assistance
available eight hours a day, on-site
training, remote support via data line.

Staff: 15 total, five professionals.
New clients: Six total, all in risk

management departments; 100% with
gross revenues less than $200 million.

1991 gross revenues: 65% from sale
of software, 35% from software ser-
vices.

Principal officers: Thomas Bitten-
bender, president.

Contact: Ester Fitzgerald, marketing
department.

Pyramid Services Inc.
90 Grove St., Ridgefield, Conn.
06877; 203-438-3883;
fax: 203-438-7128

Founded: 1987.

Parent company: Frank B. Hall &
CO.

Software products:
• Pyramid: $25,000; unbundled hard-

ware and software; personal computer,
mini computer. First installation: 1987;
115 total installations, 84 in risk man-

agement departments. Functions in-
clude medical fee schedule, paperless
office technology, reserve worksheet
calculator, menu-driven query system,
enhanced certificate trackmg module.

• Pyramid Plus: $30,000; unbundled
hardware and software; personal com-
puter, minicomputer. First installation:
1987; 77 total installations, 67 in risk

management departments. Functions
are the same as Pyramid.

• First Report: $15,000; unbundled
hardware and software; personal com-
puter. First installation: 1990; 18 total
installations, 13 in risk management de-
partments.

• Program Administration: $20,000;
unbundled hardware and software; per-
sonal computer. First installation: 1991;
five total installations. Functions in-

clude premium rating, policy issuance,
invoicing, prospect tracking and ac-
counting.

User support: User groups/meetings,
telephone assistance available nine
hours a day, on-site training, on-line
support, account executive program.

Staff: 25 total, 21 professionals.
New clients: 30 total; 26 in risk man-

agement departments.

Branch offices: Ann Arbor, Mich.;

Atlanta; Kansas City, Mo.; Boulder,
Colo.; San Francisco; Pittsburgh.

1991 gross revenues: 5% from sale
of hardware, 65% from sale of soft-
ware, 30% from software services.

Principal officers: Bill Kuebler,
president; Dave Horton and Ken Lue-
kens, vps; Jim Bell, director-marketing.

Contact: Jim Be}1, 455 E. Eisenhower
Parkway, Suite 418, Ann Arbor, Mich.
48108; 313-878-0864.

R

Reilly Dike Dosher Corp.
3825 Academy Parkway South N.E.,
Albuquerque, N.M. 87109;
505-345-6212;
fax: 505-344-4221

Founded: 1956.

SoRware products:
• MPOWER: mainframe.

User support: User groups/meetmgs,
telephone assistance available eight
hours a day, on-site training.

Staff: 40 total, 35 professionals.
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New clients: Four total, 100% with
gross revenues less than $200 million.

1991 gross revenues: $2.75 million
total, all from risk management infor-
mation systems; 18% from sale of soft-
ware, 82% from software services.

Principal officers: William F. Reilly,
president; Lawrence S. Dike and Robert
A. Dosher, executive vps; Bomi Parakh,
vp-marketing; John W. Charles, vp-cus-
tomer service; Bradley Stamets, vp-fi-
nance.

Risk Sciences Group Inc.
5620 Glenndge Drive, N.E., Atlanta,
Ga. 30342; 404-256-0830;
fax: 404-847-4667

Founded: 1978.

Continued on next page

Ifyou're having difficulty
finding aclaim service

1hai acts like oneofthese,
pethaps you should find
onethai acts like both.
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You don't have to sacrifice speed for accuracy, responsiveness for diligence.
Axia Claim Management is a proven process for lowering bottom-line claim costs

while delivering prompt, professional claim administration. Over 6,000 claim experts, includ-
ing registered nurses and doctors, deliver consistent, high-quality service coast-to-coast. All
backed by the most sophisticated computer technology in the business.

Workers Compensation Managed Care. General liability. Product liability. First- and
third-party auto. Property claims. Wherever you need better claim management, Axia has the
capabilities you need. •

Prove it to yourself.
For complete references, contact your broker or call Axia at

1-800-332-AXIA. In Connecticut, call 659-6700. ATI.N
One of The Aetna Life and Casualty Companies



.

For more information, contact:
Elaine Garner

4514 Cole Ave. · Suite 700
Dallas, TX 75205

214/522-5204 • FAX: 214/520-1664
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Parent company: Crawford & Co.
Software products:
• SIGMA System: annual service fees

from $15,000; unbundled hardware and
software; personal computer. First in-
stallation: 1978; 220 total installations,
210 in risk management departments.
Functions include actuarial analysis
and loss forecasting, accounting, budget
planning and allocation, loss prevention
and control, safety analysis, program
monitoring, claims administration and
monitoring.

• SIGMA System (License System):
$125,000; unbundled hardware and
software; midrange computer. First in-
stallation: 1987; five total installations,
all in risk management departments.
Functions are the same as SIGMA Sys-
tem.

m Litigation Management Support:
$10,000; unbundled hardware and soft-
ware; personal computer, mainframe.
First installation: 1985; 12 total instal-
lations, all in risk management depart-
ments. Functions include litigation da-
tabase creation and analysis, legal
diary, attorney monitoring and finan-
cial recordkeeping.

• CAST (Loss Forecasting): $3,000;
unbundled hardware and software; per-
sonal computer, mainframe. First in-
stallation: 1981; 14 total installations,
all in risk management departments.
Functions include forecasting and bud-
geting of loss, expense and exposure in-
formation by use of client and industry
data.

• Claims Self-Administration Sup-
port: $20,000; unbundled hardware and
software; personal computer. First in-
stallation: 1985; 25 total installations,
24 in risk management departments.
Functions include workers compensa-
tion and liability claims adrninistration
and processing with check writing, in-
cludes diary reserve worksheets, medi-
cal cost containment, 1099 reporting;
may be integrated with third-party data
services.

When you're waiting for claims
information, every minute
seems like an etemityThat's
why we've accelerated the
process. Accelerated it to the
point where you can get the
data you need in under a
minute instead of the normal
45 days-64,800 minutes. And
all it takes is Claims Backer®
from Continental Loss Adjust-
ing It's our innovative on-line
computer system that gives
you better control of the claims
process. it gives you the power
to access up-to-the-second
claims information from a
comprehensive data base right
on your own computer

Retrieve the facts you want,
when you want them, the way
you want them. Generate sta-
tistical and financial analyses.
Review reserves and payments.
Manage your loss and expense
dollars more precisely. Prepare
reports. And customize them
all to fit your format without
waiting a month, a day or even
an hour Doit immediately
with Claims Backer

To find out how Claims
Backer can save your com-
pany time and money, contact:

George H. Czerwonka, Jr.
Assistant Vice-President

Continental Loss Adjusting
Services, Inc.

One Continental Drive

Cranbury NJ 08570-0001
Tel: (609) 395-2045
Fax: (609) 395-6303

4<* ContinentalLoss Adjusting SM
Continental Special Services

There when it counts:

• Property Asset Management:
$7,500; unbundled hardware and soft-
ware; personal computer. First installa-
tion: 1990; five total installations.
Functions include processing and rec-
ording of property assets including un-
derwriting loss exposures, insurance
policies and losses; cross references
property exposures and insurance poli-
cies; property asset management func-
tions.

• Early Assignment Reporting Sys-
tem: $15,000; unbundled hardware and
software; personal computer. First in-
stallation: 1989; 10 total installations,
all in risk management departments.
Functions include specific risk control
data collection via a centralized data
collection hotline, first reports; assists
operators in forwarding documents to ·
local claims adjuster, provides elec-
tronic link to RMIS to update claim
information.

User support: User groups/meetings,
telephone assistance available 12 hours
a day, on-site training, client advisory
board, quarterly newsletters, electronic
mail between users and support staff.

Staff: 102 total, 89 professionals.
New clients: 40 total; 36 in risk man-

agement departments; 8% with gross
revenues $200 million to $499 million,
16% with $500 million to $999 million,
60% with $1 billion to $3.5 billion, 16%
exceeding $3.5 billion.

Branch offices: Chicago, Dallas,
New York, San Francisco, London.

1991 gross revenues: $11.9 million
total, all from risk management infor-
mation systems; 4% from sale of soft-
ware, 96% from software services.

Principal officers: Richard F. Den-
ning, president; Andrew R. Daniels, vp/
managing director-business planning
and development; John W. Huecksteadt,
vp-computer operations; Carol J. Legg,
vp-software development; Leo Jeffers
(San Francisco), R. Michael Keating
(Atlanta), Wayne M. Radosky (Chicago)
and Jack S. Tatum (New York), vps-op-
erations.

Contact: Andrew R. Daniels, 5780
Peachtree-Dunwoody Road N.E., At-
lanta, Ga. 30342; 404-847-4960.

Rollins Burdick Hunter
Group-Rollins Technical
Services

123 N. Wacker Drive, Chicago, 111.
60606; 312-701-4000;
fax: 312-701-4580

Founded: 1898.

Parent company: Aon Corp.
Software products:
• Riskan: $45,000; bundled hardware

and software; peisonal computer. First
installation: 1982; 57 total installations,
35 in risk management departments.
Functions include claims and safety
analysis trending, loss development.

• Coras: $15,000; bundled hardware
and software; personal computer. First
installation: 1986,21 total installations,
all in risk management departments.
Functions include premium allocation
budget.

• GlobeTrac: bundled hardware and
software; personal computer. First in-
stallation: 1989. Functions include
claims and safety analysis trending, loss
development.

User support: User groups/meetings,
telephone assistance available, on-site
trmning

Staff: 39 total, 24 professionals.
New clients: Two total, both in risk

management departments.
Branch offices: Locations nation-

wide.

1991 gross revenues: $526 million
total.

Principal officers: Arthur F. Quern,
chairman/chief executive officer; John
F. McCaffrey, vice chairman; Richard
A. Riley, president/chief operating of-
fier; George E. Corde, executive vp.

Contact: Frank Strenk, 111 E.
Wacker Drive, 29th floor, Chicago, Ill.
60601; 312-616-2223.

S
Scott Wetzel Services Inc.

500 Pacific Ave., Suite 600,
Bremerton, Wash. 98310;
206-479-0200; fax: 206479-8297

Founded: 1941.

Software products:
• SWS PC Access: $2,500 plus $275

per month usage; unbundled hardware
and software; personal computer. First
installation: 1987; 45 total installations,

all in risk management departments.
Functions include claim management
and maintenance, excess coverage, ad
hoc reports, personal computer down-
load.

User support: Telephone assistance
available 10 hours a day, on-site train-
ing, two hours technical assistance
monthly included with usage fee.

Staff: 23 total, 12 professionals.
New clients: 18 total.
Branch offices: Albany, N.Y.; An-

chorage, Ala.; Atlanta; Beaverton, Ore.;
Chicago; Concord and Orange, Calif.,
Dallas; Englewood, Colo.; Fairfax, Va.;
Federal Way and Spokane, Wash.;
Houston; Jacksonville, Ark.; Manches-
ter, N.H.; Mountainside, N.J.; Knox-
ville, Tenn.; Rockville, Md.; Salt Lake
City; Tampa, Fla.

Principal officers: John Harrold,
president; Terry Neal, executive vp-fi-
nance; Ed Kocott, vp-operations; Doug
Alsop, vp-marketing; Warren Zimmer-
man, vp-corporate services; Victor Teti,
information center manager.

Contact: Victor Teti.

Sedgwick James
Information Systems
1290 Ave. of the Americas, New
York, N.Y. 10104; 212-830-1722;
fax: 212-830-1973

Founded: 1979.

Parent company: Sedgwick James
Inc.

Software products:
• INFORM: $20,000; bundled or un-

bundled hardware and software; per-
sonal computer or mainframe. 37 total
installations, 22 in risk management de-
partments. Functions include custom
risk management, information systems,
claims, premiums allocation, actuarial
loss forecasting, exposure tracking, cus-
tomized and ad hoc reports, artificial
intelligence risk finance, risk control.

User support: Telephone assistance
available 10 hours a day, on-site train-
ing, reference/user manuals with up-
dates, RMIS system consulting.

Staff: Nine total, eight professionals.
New clients: Six total.

1991 gross revenues: 50% from sale
of software, 50% from software ser-
vices.

Principal officers: R. Jane Hill, cor-
porate senior vp/director-risk services;
Alan R. Josefsek, executive vp-informa-
tion systems.

Contact: Alan R. Josefsek.

Seligman Information
Systems
234 Garden St.. Roslyn Heights, N.Y.
11577; 516-484-5177

Founded: 1985.

Software products:
• CTRACK: $695; unbundled hard-

ware and software; personal computer
or local area network. First installation:
1988; 102 total installations, 90 in risk
management departments. Functions
include tracking certificates received by
businesses, following up for renewal
certificates, generating management re-
ports for tracking past, current and fu-
ture activity; available in a multi-user
version; access to official AM. Best rat-
mgs.

• Advanced CTRACK: $1,195; un-
bundled hardware and software; per-
sonal computer or local area network.
First installation: 1989; 36 total instal-
lations, all in risk management depart-
ment. Functions include all the features
of basic CTRACK and ability to auto-
matically check certificates for compli-
ance with company requirements;
available in a multi-user version.

• ACCESS: $7,000; unbundled hard-
ware and software; personal computer
or local area network. First installation:
1986; 18 total installations, six in risk
management departments. Functions
include servicing accounts that are in-
sured, have their claims handled by
third-party administrators or are self-
administered; includes full financial
and safety reporting systems; check and
voucher writing system available.

• CERTS: $1,900; unbundled hard-
ware and software; personal computer
or local area network. First installation:
1987; eight total installations, four in
risk management departments. Issues
large volumes of certificates of insur-
ance forms 25, 25S and custom forms
and letters; maintains full audit trail of
all certificates issued.

User support: Telephone assistance
available 12 hours a day, additional
training and consulting support.

Clients: More than 200 total.
Principal officers: Thomas Selig-

man, president.
Continued on next page
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Softouch Software Inc.

5200 S.W. Macadam Ave., Suite 255,
Portland, Ore., 97201; 800-829-1841;
fax: 503-223-6240

Founded: 1984.

SoRware products:
• Medical Bill Advisor: $22,500; un-

bundled hardware and software; per-
sonal computer. First installation: 1988;
12 total installations, four in risk man-
agement departments. Functions in-
clude auditing of medical bills by pric-
ing and utilization review.

• Hospital Bill Advisor: $14,500; un-
bundled hardware and software; per-
sonal computer. First installation: 1989;
eight total installations, two in risk
management departments. Allows in-
surance payers, self-insured and admin-
istered firms, third-party administra-
tors and similar risk-assuming
organizations to audit in-patient hospi-
tal bills at the summary and detail line
item level, assists in determining the
reasonableness and necessity of
charges.

• Medical Case Manager: $10,500;
' unbundled hardware and software; per-

sonal computer. First installation: 1991;

 management department. Creates and
two total installations, one in a risk

, manages patient treatment plans.
• Data Analysis. $3,500; unbur*lied

' hardware and software; personal com-
, puter. First installation: 1991; 10 total
' installations, five in risk management
I departments. Functions as a reporting

 module to show results of bills audited
by company's other products; reports
activity with emphasis on the providers
billing and treatment patterns by ICD-9
code and claimant.

• Fraud Management & Control Sys-
tem: $10,500; unbundled hardware and

 software; personal computer: First in-
stallation: 1990; four total installations,
two in risk management departments.
Reviews potential fraud situations and
manages investigations.

User support: Telephone assistance
available eight hours a day, on-site
training, on4ine technical support.

Staff: 18 total, 14 professionals.
New clients: Six total; 80% with

gross revenues less than $200 million,
20% with $200 million to $499 mil-

I lion.
1991 gross revenues: $1 million total

50% from sale of software, 50% from
software services.

Principal officers: Steve Gray, chief
, executive officer; Richard Simeon, vp-

product development; Richard Hogan,
chief financial officer.

Contact: Pam Simeon.

j Specific Software
Solutions Corp.
P.O. Box 198221, Nashville, Tenn.
37219-8221; 615-793-7962

Founded: 1985.

Software products:
• ModMaster: $295; unbundled hard-

ware and software; personal computer.
First installation: 1991; 100 total instal-
lations, 50 in risk management depart-
ments. Functions include computmg of
workers compensation modules, sensi-
tivity analysis shows how modification
factor varies with losses.

• New Jersey ModMaster: $295; un-
bundled hardware and software; per-
sonal computer. First installation: 1992.
Functions include computing workers
compensation modification factors for
New Jersey.

• Loss Forecaster: $395; unbundled
hardware and software; personal com-
puter. First installation: 1991; 75 total
installations, 20 in risk management de-
partments. Functions include forecast-
ing of losses for workers compensation,
general liability and auto liability. -

User support: Telephone assistance
available 12 hours a day.

Staff: Five total, all professionals.
New clients: 50 total; 30 in risk man-

agement departments; 75% with gross
revenues less than $200 million, 5% with
$200 million to $499 million, 20% with
$500 million to $999 million.

1991 gross revenues: 75% from sale
of software, 25% from software ser-
vices.

Principal officers: Timothy Coomer,
president; Brent Bergen, vp; Sandy
Coomer, secretary.

Contact: Timothy Coomer.

Surplus Risk Services Inc.
3465 Torrance Blvd., Suite N,
Torrance, Calif. 90503;
310-540-8803;
fax: 310-543-2391

Founded: 1982.

SoRware products:
• ForeRisk Forecasting 5.0: $4,200;

unbundled hardware and software; per-
sonal computer. First installation: 1988;
18 total installations, 14 in risk manage-
ment departments. Functions include
loss ratios, graphs and actuarial studies,
aggregate data.

• Cost Allocation 3.0: $1,495; unbun-
dled hardware and software; personal
computer. First installation: 1992; 39
total installations, all in risk manage-
ment departments. Functions include ad
hoc reporting, graphs, integration with
forecasting.

• Certificate Traking 3.6: $895; un-
bundled hardware and software; per-
sonal computer. First installation: 1989;
220 total installations, all in risk man-
agement departments. Functions in-
clude ad hoc, letter writing, document
tracking.

• Claim Traking 1.8: single user
$4,750, multiuser $9,875; unbundled
hardware and software; personal com-
p6ter. First installation: 1991; 43 total

Continued on next page
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MARKET
STIMULUS: Agents and brokers
have ove,looked commissions

available from Umbrella coverage.

HOME
RESPONSE: The

Home can help pro-
ducers serve their cli-

ents--and earn extra
commissions-with

Umbrella coverage.

a

"We have $25 million capacity
available for hotels, contractors,

Realtors, retailers, financial institu-
tions, and service industries. And

you can count on excellent ser-
vice and underwriiing. plus quick
turnaround on quotes."
DAVID COHEN. Vice President
(212) 530-7120

HOME INSURANCE --"-"''-=
SPECIALTY UNES DIVISION
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Spotlight report

Predicting the future of
Workers'Compensation

Claims Management
isn't always easy.

*

} \54-/'t '.,t'

COMP2000
Today's solution for the future.

GAB®

Flexibility and adaptability.
COMP2000 is the solution for the unpredictability of

Workers' Compensation Claims Management.

COMP2000: Flexibility for today.
COMP2000 is a fully integrated PC-LAN based
system that puts all basic claims management
functions at the user's fingertips - in an
easy-to-use system geared toward claims
people. not computer people.

COMP2000: Adaptability for tomorrow.
Protect your investment with COMP2000 -the
Workers' Compensation claims management
package that allows your business to grow and
adapt to ever-changing industry standards
and legislative regulations.

C0MP2000: The Only Workers' Compensation System
You'll Ever Need.

CLAIMS/FINANCIAL REPORTS

These are the basic

components of claim data - -
claims loss runs, payment
reports, cause/frequency
analysis reports - - all
available automatically as
per your schedule.

REAL TIME ACCESS

With this tool and your PC
with telephone dial-up, you
have up-to-the-minute review
and maintenance of specific
claims information right on
site. You can add instructions

on any individual claim
immediately.

MarathonSysterns
Four Embar(adero Center, 76 Floor

San Francisco, (A 94111
415-362-0500

GAB Business Services, Inc.
Corporate Headquarters
Linden Plaza, 9 Campus Drive
Parsippany, New Jersey 07054-4476
(201) 993-3400 1-800-676-0038

ELECTRONIC MAIL

Flexible computer-based electronic messaging and distribution of information
fast, easy communication.

CUSTOMER DRIVEN CLAIMS ANALYSIS

Delivers claims information in database form with interactive tools for customer
defined ad hoc reporting and analysis on an immediate basis.

EXPERT SYSTEMS

Development of specialized tools used for handling specific customer and industry
requirements.

ELECTRONIC DATA INTERCHANGE

Provides the capabilities for flexible integration of GAB systems and databases,
organized to your own standards.

New clients: 48 total, all in risk
management departments; 24% with
gross revenues less than $200 million,
32% with $200 million to $499 mil-
lion, 14% with $500 million to $999
million, 17% with $1 billion to $3.5
billion, 13% exceeding $3.5 billion.

Branch offices: San Francisco.

1991 gross revenues: $2 million
total; $1 million from risk management
information systems; 86% from sale of
software, 14% from software services.

Principal officers: Frederick J.
Fisher, president; Jack Foudy, vp; Au-
brey Payne, vp/marketmg director.

Contact: Frederick Fisher or Aubrey
Payne.

For further information contact:

John Kardos, AVP, Director Contract Sales
(201) 993-3738

Continued *om previous page
installations, 31 in risk management de-
partments. Functions as a claim track-
ing system.

User support: Telephone assistance
available 10 hours a day, on-site train-
ing.

Staff: 22 total, 16 professionals.

j

GAB -.6 6 Where quality really matters."
MEMBER OF SGS GROUP

Telos Computing Inc.
42 Aero Camino, Suite 102, Goleta,
Calif. 93117; 805-968-2552,
fax: 805-968-2589

3R Co.

P.O. Box 518, Kings Park, N.Y.
11754-0518; 516-265-6594

T

Founded: 1969.

Parent company: Telos Corp.
Software products:
• ThisClaim: $60,000; bundled or un-

bundled hardware and software; mini-
computer or personal computer. First
installation: 1980; 51 total installations,
26 in risk management departments.
Functions include automatic medical,
dental, vision, SDI claims administra-
tion and adjudication, complete COBRA
administration, on-line logging and
diary system.

• ThisReview: $5,000; bundled or un-
bundled hardware and software; mini-
computer. First installation: 1980; 15
total installations, 10 m risk manage-
ment departments. Functions include
precertification, second and third surgi-
cal opinion, savings calculations and re-
porting; directly linked to ThisClaim.

• ThisCare: $10,000; bundled or un-
bundled hardware and software; mini
computer. First installation: 1985; four
total installations. Functions include

IPA administration, capitation, risk
pools, withhold accounts, specialty re-
ferral tracking and authorization;
linked to ThisClaim and ThisReview.

• ThisBill: $10,000; bundled or un-
bundled hardware and software; mini-
computer. First installation: 1982; six
total installations, five in risk manage-
ment departments. Functions include
group and individual billing, multiple
premium tables based upon variable
factors, cash posting, individual billing
for COBRA participants.

• ThisProgram: $25,000; bundled or
unbundled hardware and software;
minicomputer. First installation: 1991;
one total installation. Functions as an

employee assistance program system,
includes functions and screen layouts
for intake, authorization, utilization re-
view and facilities.

• ThisFund: $10,000; bundled*or un-
bundled hardware and software; mini-
computer. First installation: 1985; three
total mstallations. Establishes group fi-
nancial accounts, maintains fund bal-
ances for claims payment with monthly
financial reporting, directly interfaces
with ThisClaim for payment control and
posting.

User support: User groups/meetings,
telephone assistance available 10 hours
a day, on-site training, on-line link.

Staff: 1,700 total, 100 professionals.
New clients: 35 total; five in risk

management departments.
1991 gross revenues: $1.5 million

from risk management information sys-
tens; 10% from sale of hardware, 40%
from sale of software, 50% from soft-
ware services.

Principal officers: John Grove, pres-
ident; Sherry Hannigan, vp.

Founded: 1985.
Software products:
• Quote Tester: $75; unbundled

hardware and software; personal com-
puter. Functions include comparison of
auto, general liability, workers compen-
sation or group program alternatives.

• Triangle Analysis: $750; unbundled
hardware and software; personal com-
puter. First installation: 1985; 11 total
installations, two in risk management
departments. Functions include analysis
of workers compensation, general liabil-
ity, auto liability, loss development and
loss reserve and loss forecasting.

User support:. Telephone assistance
available one hour a day.

Staff: One professional.
Principal officers: Joseph A. Rin-

aldi, owner.

The Travelers

One Tower Square, 9CR, Hartford,
Conn. 06183-4063; 203-277-2770;
fax: 203-277-2876

Founded: 1864.

Parent company: Travelers Corp.
Software products:
• CARMA: unbundled hardware and

software; timeshare mainframe. First
installation: 1983; 204 total installa-
tions, 87 in risk management depart-
ments. Functions include property ca-
sualty loss reporting and analysis.

Continued on next page
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• PC CARMA: unbundled hardware

and software; personal computer. First
installation: 1986; 82 total installations,
61 in risk management departments.
Functions include property casualty loss
reporting and analysis.

• SAILOR On-Line: unbundled
hardware and software; timeshare
mainframe. First installation: 1988; 783
total installations, 647 in risk manage-
ment departments. Functions include
property and casualty loss reportmg.

• INFORM: unbundled hardware and
software; timeshare mainframe. First
installation: 1988; 123 total installa-
tions, 88 in risk management depart-
ments. Functions include employee ben-
efits loss reporting.

User support: User groups/meetings,
telephone assistance available 10 hours
a day, on-site traming.

Staff: 114 total, 88 professionals.
New clients: 156 total; 10% with

gross revenues of $200 million to $499
million, 10% with $500 million to $999
million, 60% with $1 billion to $3.5
billion, 20% exceeding $3.5 billion.

Branch offices: Brea and Los An-
geles, Calif.; Naperville, Ill.

Principal officers: Jack Gardner,
vp; Matt Garden, director. -

V

Vaughan Co.
2532 Laguna Vista Drive, Novato,
Calif. 94945; 415-898-1229;
fax: 415-898-2377

Founded: 1990

Software products:
• XSRATER: $2,000; unbundled

hardware and software; personal com-
puter. Functions include excess reinsur-
ance pricing.

User support: Telephone assistance
available eight hours a day.

Staff: Two total, both professionals.
1991 gross revenues: $200 million

total.

Principal officers: Don Vaughan
and Katie Vaughan, proprietors.

Venture Group Inc.
3840 Myers St., Riverside, Calif.
92503; 714-352-9334;
fax: 714-352-9393

Founded: 1987.

Software products:
• WC-Data Systems: $27,000; un-

bundled hardware and software; per-
sonal computer. First installation: 1987;
26 total installations, four in risk man-
agement departments. 1unctions as a
permanent disability rating module.

• WC-Monitoring System: $1,995;
unbundled hardware and software; per-
sonal computer.

User support: Telephone assistance
available eight hours a day, on-site
training, modem programming and
modification.

Staff: 12 total, four professionals.
New clients: Seven total, all in risk

management departments; 100% with
gross revenues less than $200 million.

1991 gross revenues: $850,000 total;
$420,000 from risk management infor-
mation systems; 95% from sale of soft-
ware, 5% from software services.

Principal officers: Niles F. Haton,
chairman; Sundip Doshi and David
Donaldson, vps.

WLT Software of Florida Inc.
831 N. Hercules Ave., Clearwater,
Fla. 34625; 813-442-9296;
fax: 813-443-4936

Founded: 1979.

SoRware products:
• Compelaims: $20,000; unbundled

hardware and software; personal com-
puter or networks. First installation:
1985. Functions include NCCI premium
calculation, fee bill review and billing.

User support: User groups/meetings,
telephone assistance available 10.5
hours a day, on-site training, modem
assistance, continuous updates.

Principal officers: William L. Tiner
Jr., president; Ann M. Tiner, vp.

Contact: Tom Brooks, national sales
manager.

.

X
Xordium Inc.

12465 Lewis St., Suite 104, Garden
Grove, Calif. 92640; 714-748-9291;
fax: 714-748-9294

Founded: 1985.
Software products:
0 Risk Controller: $12,500; unbun-

dled hardware and software; personal
computer. First installation: 1992; 30
total installations. Functions include
risk management of insurance portfolio,
risk control of personnel, facilities,
equipment, chemicals, incident reports,
hazardous materials training, medical
surveillance, vehicles, property losses.

User support: User groups/meetings,
telephone assistance available eight
hours a day, on-site training, consult-
ing.

1991 gross revenues: $500,000 total.
Principal officers: Karen Gillett,

president; Fred Gillett, executive vp;
Michael Blewett, vp-sales/marketing;
George Howes, vp-industry relations.

Contact: Michael Blewett. I

r
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THIS! Automated Benefit Administration, Claims
Processing and Management System installed

nationwide and in Puerto Rico since 1979.

THIS! For self-insured companies, third-party
administrators and managed care organizations.
Annual users meetings in Santa Barbara.

THIS! Real-time claims adjudication, COBRA, EAP,
Cost Containment, Managed Care and extensive

reporting capabilitieswithclear, conciseprocessing screens.

Call Telos and ask for THIS!
(805) 968-2551 • Fax (805) 968-2589

42 Aero Camino, Suite 102 • Goleta, CA 93117

1mms
COMPUTING INC.

At ITT Hartford, life insurance is living up to its name.
Our new Living Benefits Option provides up to 30% of the face value of a group life policy

if a plan participant is stricken by a terminal illness (with a prognosis of a year or less). This money
is paid out in one lump sum and there are no restrictions on its use.

The sad fact is, a prolonged illness can quickly wipe out a family's lifetime savings.
Our Living Benefits Option can be used to pay off a mortgage, for nursing or health care, to

consolidate household bills or simply as a financial cushion for family members.
ITT Hartford is the seventh largest writer of group life in the nation. We're well re- cognized as a superior market for basic and supplemental group term policies that protect a

loved ones from the consequences of a death. But it's nice to be remembered in life, too. *I
Our Living Benefits Option is available in 38 states. To find out if yours 00/Favi£1/r//m

is one of them, contact your ITT Hartford Life Representative. ITT HARTFORD

For Th«e-Bet in Life-AIltl+16h 5 /
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Agents challenging
insurer non-renewals

The Independent Insurance
Agents & Brokers of California is
urging Insurance Commissioner
John Garamendi to require Ohio
Casualty Insurance Co. to con-
tinue renewing policies until its
application for withdrawal is
approved.

Citing 10 years of under-
writing losses, the Hamilton,
Ohio-based property/casualty
insurer last month announced its

decision to pull out of California
(BI, June 22). The insurer wrote
$225.3 million in premiums in
California in 1991, or 15% of its
total business, according to a
spokeswoman. By April 30, that
share had dropped to 13%.

... .

Small lenders offered

pollution coverage
OMAHA, Neb.-Empire Fire &

Marine Insurance Co. is offering
an environmental property in-
surance policy designed to pro-
tect small commercial lenders.

"Bankers Environmental Risk

Insurance" is designed to protect
smaller banks that issue com-

mercial loans of less than $2 mil-
lion.

If a borrower defaults and the

property used to secure the loan
is found to have previously un-
detected environmental contami-

nation, the policy pays the lender
the loan balance or the cost of

the cleanup, whichever is less.
Each piece of covered property

must first be inspected and ap-

.....

CLAIM COSTS: OUR VIEW.

ARE YOU GETTING THE MOST FOR

YOUR CLAIM MONEY?

Woe to the company where claims aren't handled quickly.
Settlement costs usually increase, plaintiff attorney fees
escalate, defanse costs rise and administrative expenses
plague everybody. Coupled with improper reserves, over-
all costs can go through the roof.

Every day, claim administrators and risk managers
are learning that claim management is a volatile business.
When claims arise, effective administration depends on
efficiency, skill and a clear plan ofaction.

At Scott Wetzel Services, we think proactive claim
administration with an eye toward prompt disposition
can save big dollars. An audit ofyour existing claims and
claim program will reveal just how efficient your current
pmgram is.

W concentrate on the areas of Investigation, Reserv-
ing, Expense Control, Proactive Administration,
Supervision and Regulatory Compliance. Issues of special
interest to our clients are addressed. The quality ofinvesti-
gation, reserve adequacy and depth of supervision are
analyzed. A comprehensive report including our assess-
ment and recommendations is provided. As part ofour
normal course of action, we will arrange a counseling
session in which we sit down with management and give a
summary of the findings.

For an independent evaluation of your risk manage-
ment piogram, call David Meyer ofour Corporate Claim
Department at (206) 661-0272. He'll explain why our
audit is the first step toward sound claim management.
EXPER[ENCE SCOTIWEIZEL WITH VISION.

SERVICES.INC
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proved by Empire Fire. A de-
ductible of 5% or $10,000, which-
ever is greater, applies. Premi-
ums are about 0.25% of the loan

balance per year.
Empire Fire, a Zurich Insur-

ance Co. unit in Omaha, Neb.,
is rated A by A.M. Best Co. and
has policyholder surplus of $74.9
million.

The program is reinsured by
Reliance Reinsurance Co. of

Philadelphia.

Workers comp fund
investigation ends

ST. PAUL, Minn.-State auth-
orities recently closed their in-
vestigation of the investment ac-
tivities of State Fund Mutual

Insurance Co. after finding no
evidence of criminal wrongdo-
ing, said Commerce Commis-
sioner Bert J. McKasy.

The investigation focused on
events leading to the state-run
workers compensation fund's
loss of $14 million on $40.3 mil-

lion invested in interest-only
portions of Federal National
Mortgage Assn. securities.

"We did find some activities

that raised our eyebrows and
compelled us to dig deeper, but
we have not found any concrete
evidence of kickbacks or other

illegal activity," Mr. McKasy
said in a statement. He added

that he would not hesitate to re-

open the investigation if new in-
formation comes to his attention.

Mr. McKasy recently put the
company, the state's largest
workers compensation insurer,
under administrative supervision
(Bl, June 1).

Riot-related claims

spur insurer audit
LOS ANGELES-California

regulators have undertaken a
market conduct audit of a Cali-

fornia insurer, citing "an unu-
sually high" number of com-
plaints about non-payment of
claims from the recent Los An-

geles riots.
Of the 42 riot-related com-

plaints the Insurance Depart-
ment has received overall, 16
have been against Western Inter-
national Insurance Co. of Hun-

tington Beach. No other insurer
has received more than three,
said a department spokeswoman.

The insurer, which is licensed
in California, faces $14.5 million
in riot-related claims. Reinsur-

ance will cut net losses to about

$1.8 million, said President
Alfred Hui in a statement.

Advance payments have been
made to eight of those who com-
plained to regulators, and West-
ern is doing "everything hu-
manly possible" to resolve other
complaints quickly, Mr. Hui
said.

Illinois judges balk
at health plan fees

CHICAGO-Illinois judges
claim increases in their group
health insurance costs violate the
state constitution.

In a petition filed with the Illi-
nois Supreme Court, the Illinois
Judges Assn. is challenging re-
quirements that all state employ-
ees, including more than 800
judges, pay a portion of their sa-
laries toward a new health plan.
The health plan contributions,
which began in January, are
based on salary and range up to
$12.50 per month. The state also
increased health plan deduct-
ibles to $300 from $100.

The new plan also requires
those who seek care outside a

state preferred provider network
to pay 40% of their expenses, up
from 20%. Within the network,
the copayment remains 20%.

After failing to convince the
state Legislature to address the
judges' concerns during its
spring session, the Illinois Judges
Assn. took its grievance directly
to the state's high court.

"By forcing them to pay higher
insurance costs, they have di-
minished their salaries and (the
state constitution) holds that the

salary of a judge shall not be di-
minished during his term," ex-
plained Leonard Ring, the
judges' attorney in Chicago.

The Supreme Court has been
asked to rule on whether health

benefits are considered salary
and, if so, whether that makes

the charges on judges unconsti-
tutional.

Continued on next page
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STAR
INSURANCE

COMPANY*

dedicated exclusively to
* ASSOCIATION PROGRAMS

* RISK RETENTION GROUPS

* CAPTIVE INSURANCE COMPANIES

* INSURED PROGRAMS

* PROGRAM MANAGEMENT

* REINSURANCE

"The Right Track"
For iriforrnation and our video

Contact Dick Marshall or Joe DiPasquale
26600 Telegraph Rd • Southfield, All 48034

1800) 482-2726 (313) 358-4020
«dmitted in (nog gates
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Ethics panel probes
Delaware regulator

Sidestepping action on a
House bill to limit the authority
of Insurance Commissioner

David Levinson, the Delaware
Senate instead ordered a state

ethics investigation.
The Senate directed the State

Ethics Commission to investigate
the propriety of Mr. Levinson's
efforts to encourage insurers to
move their operations to, or in-
vest in, Delaware. Any unethical
or illegal conduct is to be re-
ported by Oct. 1.

Mr. Levinson's effort to pro-
mote insurer investment in the

state has been in question be-
cause of complaints that were
raised about the program's ap-
propriateness (BI, Jan. 27).

LTV Steel pact covers
retiree care, pensions

Under a new contract with the

United Steelworkers, LTV Steel

Co. Inc. would increase monthly
pension benefits and continue to
provide retiree health benefits,
while the union would accept a
managed care option into its
health plan.

After months of negotiation
and under pressure fr6m a U.S.
Bankruptcy Court judge, the
Cleveland-based steelmaker

averted a strike on July 14. It
agreed to boost pension benefits
for certain retirees and to con-

tinue to pay almost all retiree
medical costs.

The contract, which would run
through June 1994 and would
supercede a contract that is due
to expire next year, also would
allow LTV Steel to add a man-

aged health care option to its in-
demnity plan, which the union
had protested.

The proposed plan must be re-
viewed by creditors of bankrupt
LTV Corp.,the parent of LTV
Steel. Any contract also would
have to be approved by the bank-
ruptcy court, which will hear de-
tails of the tentative pact later
this month, and by the union's
membership.

Los Angeles drains
work comp insurers

California workers compensa-
tion insurers' operating results
remain weak and will very likely
worsen, reports investment and
research firm Conning & Co.

One factor in this downward

trend: Claims, particularly for
stress and repetitive strain in-
juries, have increased as rate
hike requests have been
trimmed.

Two other California findings
were included in Conning's re-
port:

Operating results in the Los
Angeles basin continue to drag
down statewide results. The dif-
ferential in loss ratios between

the Los Angeles basin and the '
rest of the state is significant.
For example, one insurer said the
ratio was 95% in the LA basin

compared with 55% for the rest
of the state.

The second finding is that poor
operating results in the Los An-
geles basin have generated the
growth of surcharge business.
While state law sets the mini-

mum rate, insurers may add sur-
charges to accounts.

For example, Zenith National
Insurance Co. adds surcharges to
about 50% of the business it

writes in the Los Angeles basin,
up from about 20% of risks last
year.

Nursing home costs
jumped 6.9% in 1991

CHICAGO-Nursing home
care costs rose 6.9% in 1991, a
new survey reports.

That increase is more than

double last year's 3.1% inflation
rate, and nearly equal to the
7.1% rise in the medical compo-
nent of the Consumer Price
Index.

Fees for intermediate care are

rising more rapidly than fees for
skilled nursing care, according to
the survey by CNA Insurance
COS.

In 1991, average daily inter-
mediate-care costs were about

78% of skilled-care costs, up
from 75% the previous year.

Average daily nursing home
rates are highest in the North-
east, ranging from $100 to $125.
Rates are lowest in the South,
ranging from $60 to $70. I
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MARKET

STIMULUS: Real estate agents and
brokers have a growing need for
E&0 coverage.

HOME

RESPONSE: "Home has respond-
ed to that growing need. We can
help you provide real estate clients
with up to $5 million in coverage for
emors and omissions in connection

with the sale of a house.
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"In addition to principals, Home
policies provide coverage for
part-time and full-time brokers

-- contractors."and independent

..rill JIM NIHAN. ViCe President
(212) 530-7350

HOME INSURANCE EE*
SPECIALTY UNES DIVISION

verything.

A company's name. The cornerstone of its public
image. A symbol of its reputation. With Lindsey

Morden, it represents the combination of two of
the most respected names in the claims
administration business.

What is in a name? In Lindsey Morden, it signifies
an international operation with over 340 offices

throughout the United States, Canada, United
Kingdom and Western Europe with annual

revenues in excess of $100 million. Beginning

January 1, 1992, our name solidifies the

commitment of more than 1,650 employees to

providing you, our customers, with the highest

standard of service in the insurance industry
today. And that includes our affiliate, Vale
National Training Centers.

As concerned with what we're known for as what

we're known by, our basic commitment remains

unchanged...

First we'11 be best, then we'11 be first.

For more information, call Gene Granato, Vice President
and National Marketing Director (903) 561-6700.

1 1
61)&*1VLL)1\L,ni N 1
26&%*f' CLAIM SERVICES, INC 1

Home Offtce: 3910 Brookside Drive / P.O. Box 6030 / Tyler, Texas 75711 / (903) 561-6700 / FAX (903) 561-7013/ TELEX 265797 UNDS / Emergency: 1 800-ADJUST 4 
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Best's ratings
Continued from page 2
and health companies.

Both analysts, however, say
many smaller, less-capitalized
companies in each industry will
continue to see their financial

strength ratings drop if market
conditions do not improve or they
are not able to manage their in-
vestments in the drastically deva-
lued real estate market.

This year, Oldwick, N.J.-based
Best reviewed the financial

strength of 2,468 property/casualty
insurers and 1,664 life/health in-

surers. The rating agency gave let-
ter ratings ranging from A+ + to
F to 2,467 companies.

This year marked the first time
Best did not apply contingencies
to its ratings. In addition, Best in-
troduced six new rating classifica-
tions in an effort to further differ-

entiate the strength of the
companies it rates (BI, Jan. 20).

Best now issues 15 letter rat-

ings, up from nine.
Industry analysts are mixed as

to whether the new rating struc-
ture sheds more light on the rel-
ative strength of insurers or fur-
ther muddies the waters.

According to Best's ratings,
many of the largest property-ca-
sualty insurers are succeeding in
fending off persistent soft market
conditions.

Among the 100 largest property/
casualty insurers, 29 received an
improved ratings. Twelve were
downgraded. The rest either re-
tained their 1991 ratings or had a
modifier from last year removed.

Of the Top 100 property/casualty
insurers, all but two of the 98 com-

panies that received a letter rating
received a rating no worse than
A-.

This high ratings come as no
surprise to one industry analyst.

"Size translates into credibility
and strength," said A. Michael
Frinquelli of Salomon Bros. in
New York. "But you still have to
remember that at this level, there is

a significant difference between a
company rated A - and a com-
pany rated A+ + "

Throughout the entire property/
casualty industry, the total number
of companies downgraded by Best
totaled 218. There were only 115
upgrades. Best did not change the
ratings of 1,230 property/casualty
companies.

A total of 98 property/casualty
insurers were elevated to

A + + status, which is Best's new

top rating. An additional 428 in-
surers received Best's A + rating,
which, like the A+ + rating, con-
notes superior financial strength.

Messrs. Snyder and Mayewski
emphasized that a company that
moved within a letter category,
from A+ to A+ + for example, is
not officially considered an up-
graded company.

Salomon's Mr. Frinquelli wel-

comed Best's new top rating level,
claiming some companies have
long been deserving of a more ex-
elusive rating than A+.

"The new top rating adds a new
dimension," he said. "It's more ex-

elusive and most of the companies
that are getting this rating should
have been set apart for some time."

But other analysts said little has
changed with any of the rating
agencies since they came under se-
vere criticism for failing to predict
any of the major life insurer fail-
ures last year (Bl, Aug. 5, 1991).

Michael A. Smith, an analyst
with Lehman Bros. in New York,
said Best's new rating structure
has not persuaded him to pay extra
attention to Best's ratings.

"I tuned myself out to Best's rat-
ings quite a while ago, and I really
don't believe much has changed,"
he said, adding that he has not
studied Best's new ratings in de-
tail.

Included in the group of prop-
erty/casualty insurers assigned the
A + + designation are: American
International Group Inc. of New
York; Chubb Group of Warren,
N.J.; Berkshire Hathaway Inc. of
Omaha, Neb.; SAFECO Insurance
Cos. of Seattle; State Farm Group
of Bloomington, Ill.; Employers Re
Group of Overland Park, Kan.;
General Reinsurance Corp. of
Stamford, Conn.; Munich Reinsur-
ance Group of New York; and Al-
lendale Mutual Insurance Co. of

Johnston, R.I.

"Our new At + rating connotes
an even finer level of financial

strength. Despite the soft market, a
fair number of companies were
able to show operational profit-
ability that was superior to the rest
of the industry," said Mr. Snyder.
"The companies that were down-
graded clearly did not show strong
earnings."

He pointed out that only three
of the 144 reinsurance companies
Best reviewed received an

A+ + designation, compared with
about 4% of the primary property7
casualty insurers.

Major downgrades include
CIGNA Group of Philadelphia,
which slipped to A - from con-
tingent A, and Continental Insur-
ance Cos. of New York, which fell
to A - from A.

Overall, Mr. Snyder said the
property/casualty industry, which
remains healthy as a whole, is still
being hurt by ongoing soft market
conditions.

He pointed out that combined
ratios and expenses among smaller
companies continue to escalate. In
addition, specihc lines of insurance
such as workers compensation and
automobile liability are producing
steady streams of losses.

Offsetting these negative char-
acteristics, though, are increased
underwriting volume and savings
from short-term operational
streamlining, Mr. Snyder said.

Also bolstering the industry was

Weiss revises insurer ratings
WEST PALM BEACH, Fla.-

Weiss Research Inc. has raised its

ratings of several of the country's
largest life insurers and down-
graded some others.

Weiss attributed the upgrades
mainly to improvements in capi-
tal, reductions in junk bond hold-
ings, improvements in expense
controls and improvements in
mortgage performance.

Mortgage problems are "the big-
gest single stumbling block to last-
ing financial health in the indus-
try," said Martin D. Weiss,
president of the rating agency.
"Companies being upgraded are
mostly those that are not burdened
with troubled mortgages."

Three companies were upgraded
to B + and added to the Weiss list

of recommended companies: New
York Life Insurance & Annuity
Corp., New York; American Gen-
eral Life Insurance Co., Houston;
and Business Men's Assurance Co.

of America, Kansas City, Mo.
Four were removed from the list

when their ratings dropped below
B +: Massachusetts Mutual Life

Insurance Co., Springfield, Mass.;
UNUM Life Insurance Co. of

America, Portland, Maine; Com-
bined Insurance Co. of America,
Chicago; and Kansas City Life In-
surance Co., Kansas City, Mo.

Each is now rated B, or good.
-By Deborah Shalowitz

a 15%, or $20 billion, increase in
surplus last year. But, Mr. Snyder
cautioned, much of that gain-
about $13.5 billion-came from

unrealized capital gains. "We must
remain cautious about paper prof-
its."

On the life/health side, 35 unre-
lated insurance units were granted
the A+ + designation, said Mr.
Mayewski.

In total, ratings for 96 life/health
companies were lowered. There
were only 22 upgrades.

"Most of our A+ + companies
are large insurers. They all showed
strong capital gains and earnings.
They also still have major expo-
sures to real estate, but for now

they're succeeding in managing
their holdings," he explained.

Among the life/health insurers
rated A++ are. Prudential Insur-
ance Co. of America of Newark,

N.J.; Metropolitan Life Insurance
Co. of New York; New York Life

Insurance Co.; John Hancock Mu-
tual Life Insurance Co. of Boston;
Northwestern Mutual Life Insur-

ance Co. of Milwaukee; and Princi-
pal Mutual Life Insurance Co. of
Des Moines, Iowa.

One major downgrade was Tra-
velers Insurance Co., which fell to
A from A+.

"A profile of the entire indus-
try shows some stabilization. Over-
all, the financial strength of the in-

dustry is (greater) than it was a
year ago," said Mr. Mayewski.

He warned, however, that a sig-
nificant number of companies still
have heavy exposures to real estate
holdings. "Many companies cannot
handle their exposure, and we be-
lieve that these companies still
have several years of struggles
ahead of them."

No major turmoil, like last year's
failures of major life/health com-
panies, is expected this year, said
Mr. Mayewski.

"We see nothing major on the

horizon. Our expectations for the
remainder of the year are for mod-
erate downgrades to mildly out-
pace upgrades," he said. I
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Bungee jumping
Continued from page 1
jump, and $30 for additional jumps.

After a participant signs a waiver
and is initially weighed, he or she is
sent on to the jump instructor. After
re-weighing the participant to de-
termine which strength of cord to
use, the instructor explains the cor-
rect jumping position, what the
jumper should expect from the ex-
perience and, most importantly, that
the jumper must "listen and obey
the jump master."

The instructor attaches the har-

nesses, locks a safety clip to the
harness and sends the participant
on to the jump coordinator. The co-
ordinator double checks the instruc-

tor's work and sends the participant
on to the jump master, who rides up
in the crane with the participant,
triple checking all points of connec-
tion, Mr. Vulich said.

When the crane reaches the

proper position, the jump master
opens the basket door and positions
the jumper so that he or she is lean-
ing out of the basket. The jump
master then counts, "5-4-3-2-1

Bungee!" At the cue, the participant
falls forward and out while the

jump master keeps the basket stable
and the cord taut until the jumper is
ready to be lowered to safety.

At all times the crane operator,
jump coordinator and jump mas-
ter communicate via walkie-talkies,
Mr. Vulich said.

Oingo Boingo jumpers choose be-
tween ankle wraps and a chest har-
ness. Participants are spot checked
for surgical scars, because previous
ankle or knee problems preclude the
use of ankle wraps. Participants
with back problems, high blood
pressure, epilepsy, or who are intox-
icated are warned not to jump.

As a safety precaution, the New
Zealand-style cords used by Oingo
Boingo, which consist of 800 to
1,000 thin latex strands woven into

one solid cord, are replaced every
500 jumps, even though the manu-
facturer has rated them safe for up
to 2,000 jumps, he said.

Two different color-coded cords

are used-one for participants
weighing less than 155 pounds and
one for participants weighing more
than 155 pounds. Participants must
weigh between 95 and 250 pounds.
The exact weight is important, be-
cause the cord is adjusted to deter-
mine how close the jumper gets to
the surface of the lake below.

"We can accurately get to within
eight or 10 feet of the water," Mr.
Vulich said.

Air Boingo, a Park City, Utah-
based franchise operation with 14
sites and 17 more under develop-
ment, does not use cranes. Instead,
each franchise uses a 70-foot fixed

tower designed especially for bun-
gee jumping, said Steve Woodard,
franchise sales manager.

At Air Boingo operations, where
participants pay $20 per jump, the
towers are surrounded by a fence
with alarmed gates to prevent un-
authorized entries and jumps.

An airbag rated for a 100-foot
fall serves as an emergency back-up
at these sites, Mr. Woodard said.

Air Boingo operations use a com-
bination chest webbing and seat
harness, rather than ankle wraps.
As a result, no matter how the par-
ticipant jumps, he or she always
ends up in a near-seated position
rather than head down. Harnesses

and cord connection points are
checked four times before the jump.

Acceptable weights range from 80
pounds to 240 pounds. Children can
jump with a parent's consent.

Air Boingo also uses a New Zea-
land-style single cord, which is
color-coded by weight limit, Mr.
Woodard said.

The cords, which Air Boingo
manufactures for its own use, are

replaced every 300 jumps or six
months, whichever comes first. Its
tests indicate the cor(is could with-

stand 3,000 jumps.
An added safety feature at Air

Boingo sites includes a foam bumper
that covers the bottom six feet of

cord. This pad gives the jumper
something to hug on the way down
and also prevents any rope burns.

All Air Boingo jump masters un-
dergo a two-week training session
that covers first aid and cardiopul-
monary resuscitation. Each jump
master must score 100% on a test

that covers the mechanical, physi-
cal and psychological aspects of
coaching someone through a jump,
Mr. Woodard said.

"We've had 100,000 jumps on our
system with no accidents and no
complaints," he said.

Insurance for a well-run bungee
jumping organization is certainly
available, although not cheap.

Joe Hatch, owner of the Joseph
P. Hatch Inc. agency in Pine Bush,
N.Y., worked hard to persuade
Frontier Insurance Co. of Monti-

cello, N.Y., that bungee jumping op-
erations could be profitable risks.

Frontier finally agreed, but de-
cided that requiring Mr. Hatch to
jump at each site covered would
provide an added incentive to en-
sure truly safe operations, explained
Harry W. Rhulen, a Frontier vp.

The rigorous underwriting process
is more conventional. Mr. Hatch re-

views the resumes of all owners, the

operations manual and a site dia-
gram before he goes to view the site.
On-site, he interviews all owners
and every crew member. "I want to
make sure they can verbalize their
responsibilities. Also I want to get a
feel for their attitudes, which are
very important," he explained.

If a crane is used, it is inspected
for maintenance and leaking fluids.
He also checks a device that shuts

down the entire crane if the arm is

extended too far. He checks the

crane's cable for nicks and abrasions

and makes sure it won't unravel.

In addition, the crane manufac-
turer's rninimum recommended ca-

pacity should be at least 6,600
pounds, three times the amount
generally used in a bungee opera-
tion, Mr. Hatch said.

The crane must use power to
lower the basket, rather than al-
low it to free fall.

All harnesses, anchors, cords and
platforms also are examined. He
also reviews records that track re-

placement dates for cords, he said.
About 40% of the establishments

are unable to meet Mr. Hatch's re-

quirements, he said.
For those that meet the criteria,

Mr. Hatch observes two jumps.
Then, if all goes well, he also takes
the plunge.

After six to 10 weeks, he pays a
surprise visit to the operation to
make sure it is still in compliance,
and continues periodic visits.

Mr. Hatch has written insurance

for operations that use New Zea-
land-style single cords, as well as
those that use American-style mul-
tiple cords--one for every 50 pounds
of body weight.

He has written insurance for op-
erations that use cranes, bridges,
fixed structures and even balloons

as a jumping platform.

And, he notes that if the equip-
ment and operator are right, it's
unnecessary to jump over water or
airbags. However, when the "fear
factor" is considered, some form of

cushion can help prevent a partici-
pant from "freezing" on the plat-
form, thus preventing others from
jumping, he observed.

Although Mr. Hatch is Frontier's
exclusive agent for bungee jump-
ing, he will broker bungee business
for other independent agents on a
wholesale basis.

Frontier appears to be unique in

that it charges no minimum pre-
mium. Frontier's rate is typically
15% of gross receipts for limits of
up to $2 million per occurrence/$2
million aggregate per location, Mr.
Rhulen said.

While pricey, bungee jumping is
less expensive to insure than other
activities, like rollerskating, which
suffer from frequent rather than se-
vere losses, Mr. Rhulen said.

Oingo Boingo's broker is Sports
& Entertainment Insurance Services

of Metairie, La. Sports & Entertain-
ment's 62 bungee policies are under-
written by St. Paul Surplus Lines
Insurance Co. in St. Paul, Minn., and
Investors Insurance Co. of Amenca

of Laurence Harbor, N.J.
Oingo Boingds primary general

liability policy has limits of $1 mil-
lion per occurrence/$2 million ag-
gregate. It purchases an additional
$3 million in excess coverage.

The excess coverage brokered by
Sports & Entertainment is written
by General Star Indemnity Co. of
Stamford, Conn., and First State In-
surance Co. in Boston.

The policies carry no deductible,
said Chuck Morton, president of
Sports & Entertainment.

The premium ranges from 5% to

15% of gross receipts. A substantial
portion of that, S10,000 to $60,000,
must be paid upfront. The operator's
ability to pay these upfront premi-
urns is one of the screening criteria
used by Sports & Entertainment,
since only the more established op-
erators can afford the insurance.

After a potential client fills out
an extensive application, Sports &
Entertainment sends an inspection
service to review the bungee opera-
tion. All equipment is studied, from
the cords to the crane.

Sports & Entertainment has writ-
ten insurance for bungee operations
whose customers jump from cranes
as high as 310 feet, as well as those
whose customers jump from bridges
or permanent towers. It does not
write liability insurance for jumps
from hot-air ballcons.

"Our underwriters are not yet
convinced that is a real good plat-
form. The wind currents add an-

other variable to the equation," Mr.
Morton observed.

K&K Insurance Group Inc. of
Fort Wayne, Ind., a Lincoln Na-
tional Corp. unit, underwrites liabil-
ity insurance for all Air Boingo
franchises, in addition to other bun-
gee operations, said Lou Valentic, vp
of K&K's sports division.

The insurance is underwritten by

Transamerica Insurance Co. of

Woodland Hills, Calif., and Lincoln

National Specialty Insurance Co. of
Fort Wayne.

K&K writes insurance only for
permanent towers or mobile cranes.

Available liability limits are $1
million per occurrence and $2 mil-
lion aggregate, with a $5,000 de-
ductible. The premiums range from
5% to 15% of receipts; the mini-
mum premium deposit varies but is
typically $50,000, Mr. Valentic said.

Lexington Insurance Co. of Bos-
ton, a unit of American Interna-

tional Group Inc., has quoted pre-
miums for several operations, but
it has not written "more than three

or four," said Dick Bucilla, execu-

tive vp in charge of the company's
casualty and liability business.

I,exington has not developed rigid
underwriting guidelines, though
factors considered when under-

writing a bungee operation include
its use of liability waivers, the back-
ground and skills of bungee man-
agement operators, the financial
condition of the operation, whether
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the jumps take place over airbags or
water, and any clues about the com-
pany that can be gleaned from the
operations manual, he said.

Meanwhile, two recent accidents

in Michigan-ne resulting in a fa-
tality and the other in a broken
ankle-have led to restrictions on

bungee jumping in Florida.
Florida reacted by imposing a 90-

day temporary ban on jumping as of
July 10. The state is reviewing the
technical aspects of the bungee
jumping business and will likely im-
pose new restrictions on operators,
according to a spokeswoman at the
Department of Agriculture and
Consumer Services in Tallahassee.

But the insurance industry is not
shaken up.

The accidents "haven't affected

our attitude. We're still looking at
accounts with the same scrutiny and
judgment we used prior to the acci-
dents," said K&K's Mr. Valentic.

However, Oingo Boingo's Mr. Vu-
lich said he reminded employees
that vigilance on the job is crucial to
customer safety.
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Santa Fe suit
Continued from page 2
Allstate Insurance Co. and eight
American International Group
Inc. uniss-all of which were

named in Santa Fe's suit. In a

complaint filed in Cook County
Circuit Court in Chicago, they
seek a declaratory judgment that
they do not have a duty to in-
demnify Santa Fe.

The Texas court issued a tem-

porary injunction on June 26,
blocking any action in the Illi-
nois court. That injunction was
due to expire late last week.

"The Chicago suit borders on
harassment," said Steven Gil-
ford, an attorney with Mayer,
Brown & Platt in Chicago repre-
senting Santa Fe.

"We're going to wait to see
what happens in Texas," said
Mary F. Stafford, an attorney
with Clausen, Miller, Gorman,

Caffrey & Witous in Chicago,
which represents the .AIG units
in the Chicago litigation.

Santa Fe's suit, which names
as defendants insurers that

wrote liability coverage for the
company from 1974 through
1984, is the latest attempt by a

MPACT III, LIMITED
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con rtion desires a joint venture

ar « ement or will inv6*tin
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policyholder to win coverage for
damages paid as a result of anti-
trust violations. At least two

courts have interpreted state law
to deny comprehensive general
liability coverage for antitrust
awards or settlements.

The coverage dispute began in
March '1989 when a U.S. Dis-

trict Court jury in Beaumont,
Texas, awarded ETSI $1 billion
after finding that Santa Fe and
other railroads had violated sec-

tions of the Sherman and Clay-
ton antitrust acts by conspiring
"to delay, hinder or stop" the
ETSI pipeline project.

ETSI alleged, for instance, that
the railroads formed a group
boycott to refuse to allow ESTI
to cross railroad lines, en-
couraged landowners to refuse to
grant right of way to the pipeline
and filed litigation solely to
delay construction.

The court in May 1989 ordered
Santa Fe to pay ETSI $750 mil-
lion after the other defendants-

Union Pacific Corp., Chicago &
Northwestern Transportation
Co., Burlington Northern Inc.
and Kansas City Southern Rail-
way Co.-settled for a total of
$284.9 million.

Santa Fe filed an appeal, but
soon dropped it. In April 1990, it
agreed to pay ETSI $350 million
to settle the suits: $150 million

by June 1,1990, $25 million in
toth 1991 and 1992, and $30 mil-
lion annually for the next five
years.

"We continue to believe that

we are innocent of the charges in
the ETSI case," Santa Fe Chair-
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training programs.

You'll be served by a team
of experts, not just one.They'll
handle your account exactly
the way you wish...giving you
better service and more con-

trol of the claims process.
With better information made
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including our Claims Directory,
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George H. Czerwonka, Ir.
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man Robert D. Krebs said in an-

nouncing the out-of-court settle-
ment. "In view of previous court
action and the uncertainty and
cost of appeal and retrial pro-
cess, however, we concluded that
settling the case was the most
prudent course."

In a letter dated May 1, 1989,
after the original $1 billion court
verdict was rendered, Santa Fe's
director of risk management,
David T. Burr, notified its liabil-
ity insurers of a potential loss
related to the coal pipeline and
of the prospect of a settlement.

"We will keep you informed of
substantive negotiations and will
submit settlement proposals to
you, pursuant to obligations in
our policies," the letter stated.
"We solicit your views and invite
your participation according to
the terms of the policies." Insur-
ers were instructed to contact

Mr. Burr.

In a letter dated April 26, 1990,
Mr. Burr informed insurers of

the.$350 million settlement and
wrote that the offer to partici-
pate in settlement negotiations
was "an invitation that you did
not accept."

Mr. Burr's letter noted that at-

torneys for several of Santa Fe's
insurers were informed in ad-

vance of the settlement. Those

insurers agreed they would not
contest coverage on the grounds
that the amount of the settlement

was unreasonable, the letter
states.

"Constraints, particularly
those imposed by securities laws,
made it necessary that the nego-
tiation of the settlement be con-

fidential. For that reason, there
could be no general notification
of insurers before the execution

of the settlement agreement,"
Mr. Burr wrote.

The letter added that its pur-
pose "is to provide you with in-
formation, not to make a demand
of any kind under the policies.
Santa Fe is considering coverage
issues in the light of the settle-
ment and has not reached any
conclusion at this time."

On May 29, 1992, two days
after the lawsuit in Texas was

filed, Mr. Burr sent a third letter
to insurers, which demanded

payment on "primary and excess
general liability insurance poli-
cies issued, and providing cover-
age, to Santa Fe for the period
Jan. 1, 1974, through Dec. 31,
1984."

The letter went on to say that
unless Santa Fe received pay-
ment or response within 30 days,
"Santa Fe will assume that such

insurer will not voluntarily ac-
knowledge liability for, and
reimburse Santa Fe for, its share
of the insured amount. Such in-

surer will also thereby become
liable for Santa Fe's attorneys'
fees in pursuing its claims."

After learning of the Texas
lawsuit against insurers, Atlanta
International Insurance Co.,
originally a plaintiff in the Chi-
cago litigation, settled with
Santa Fe on July 13 for an undis-
closed amount, according to at-
torney Robert M. Chemers of
Pretzel & Stouffer in Chicago,

The insurer had sued Santa Fe

in federal court in Chicago in
August 1989, claiming it did not
have to indemnify Santa Fe be-
cause Mr. Burr's original letter
arrived after the original jury
award.

That argument was rejected by
the federal court. It determined

that Mr. Burr's letter was a no-

tice of claim, not a demand for
money, and dismissed the suit.
The 7th U.S. Circuit Court of

Appeals upheld that decision.

In its quest to win coverage for
the settlement, Santa Fe claims
in the Texas lawsuit that the de-
fendant insurers issued broad-

form comprehensive general lia-
bility policies, "covering vir-
tually all risks, except those
which were expressly excluded."

"Under the terms and condi-

tions of said policies of insur-
ance, defendants are required to
indemnify Santa Fe from any
and all sums paid by plaintiff to
resolve the ETSI litigation, as
well as to pay for plaintiff's de-
fense-related costs arising from
the ETSI litigation."

Alternatively, Santa Fe argues
that the definitions of "occur-

renee," "personal injury,"
"property damage" and "unfair
competition" in the policies are
"vague and ambiguous, espe-
cially when read in light of the
entire policy language and ex-
clusions contained in the poli-
cies. These terms and conditions

must be construed broadly in
favor of coverage."

Finally, Santa Fe notes in its
complaint that "despite the obli-
gations contained in the policies
referred to herein, defendants
have refused to participate in the
settlement of the ETSI litigation
and have denied coverage and/or
denied plaintiff's claim for reim-
bursement of the sums paid in
settlement to the ETSI plain-
tiffs."

Although antitrust violations
are not specifically covered by
its insurance, Santa Fe believes
that the underlying offenses that
led to the verdict were insured,
according to another lawyer for
Santa Fe, Bruce Hoff, also of

Mayer, Brown & Platt.
For example, the judge in the

ETSI case cited numerous law-

suits filed by the railroads
against ETSI as proof of conspir-
acy. Santa Fe interprets that as
malicious prosecution, which is
covered under the CGL policies,
Mr. Hoff said.

Insurers deny coverage on sev-
eral grounds. Among the argu-
ments they made in their suit
filed last month in Chicago are:

• Public policy prohibits the
indemnification of defendants

for damages resulting from in-
tention violations of federal anti-

trust laws.

• The acts that formed that

basis of the antitrust violations

do not constitute an "occur-

renee."

The term is defined in the ex-

cess liability policies written by
Allstate and AIG as "any acci-
dent, happening and/or series 01
accidents, happenings or disas-
ters arising out of or resulting
from one event."

• The activities for which
Santa Fe was found liable did

not constitute "railroad opera-
tion" as defined in the policies,
did not arise out of those opera-
tions or any incidental opera-
tions and did not occur "in the

ordinary course" of the policy-
holder's business.

• Santa Fe violated the terms

of the policies by failing to give
timely and reasonable notice of
the ETSI antitrust litigation.

A federal court in California

earlier this year ruled that civil
damages for violations of federal
antitrust law are not insurable

under California law (BI, June
22).

That decision appears to be
only the second ruling on
whether liability policies cover
antitrust liability. In 1979, the
5th U.S. Circuit Court of Appeals
interpreted Alabama law to deny
coverage to court-ordered dam-
ages arising from antitrust viola-
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Maxwe 11 scion told to pay $774 million
By GAVIN SOUTER

LONDON-Kevin Maxwell, the
son of media baron Robert Max-

well, has been ordered to pay 406
million pounds ($774.4 million) in
damages to the liquidators of Bi-
shopsgate Investment Manage-
ment, which managed pension
funds for employees of his late fa-
ther's business empire.

The British High Court order
will likely bankrupt Mr. Maxwell,
because his assets will not cover

the award, said Neil Cooper, a
partner at Robson Rhodes in Lon-
don, the liquidators for Bishops-
gate.

A further writseeking damages
has been issued against Mr. Max-
well's brother, Ian, who was also a

LONDON

director of the investment concern.

Ihe writs against both brothers al-
lege that they failed in their fiduci-
ary duties.

After Robert Maxwell's death

last year, it was discovered that
426 million pounds ($771.5 million)
had been stolen from Maxwell

pension funds, allegedly by the
publisher. Mr. Maxwell died last
year (BI, Dec. 16, 1991).

Mr. Cooper conceded that liqui-
dators will probably not recover
enough from the brothers to make
up for that shortfall.

"I have no reason to believe that

he has got that kind of money," he

said. "But, as liquidator to the
company, I must try and recover as
many of the assets of the pension
funds as I can, so it seems sensible
to claim for the total amount."

Lloyd's wins decisions
Two U.S. appellate courts have

upheld decisions favoring Lloyd's
of London in suits by U.S. mem-
bers facing huge losses.

In one case, the 10th U.S. Cir-
cuit Court of Appeals in Denver
rejected an appeal by Ronald Riley,
who was challenging a federal
judge's ruling that his suit should
be heard in English courts (BI,
Sept. 9, 1991).

Mr. Riley alleged that Lloyd's
had breached U.S. securities laws

Minet, Czech insurer form
retail brokerage venture

PRAGUE, Czechoslovakia-

Minet Group P.L.C. is entering the
Eastern European market by set-
ting up a joint venture retail bro-
kerage in Czechoslovakia.

The joint venture, Minet AS., is
80% owned by Minet and 20%
owned by Kooperativa Czechoslo-
venska Druzstevni Pojistovna A.S.,
a Czech insurer.

The company will offer a full
range of commercial and industrial
insurance, but will focus on con-
struction, professional indemnity,
contingency and fine arts coverages,
Minet said.

Milo Volny has been named man-
aging director of the Prague bro-
kerage

"With considerable foreign capi-
tal being invested in the reconstruc-
tion and modernization of the Czech
infrastructure, Minet AS. will be in
a strong position to take advantage
of the insurance opportunities that
will be generated from this new and
vital market economy," said Derek
Cooper, chief executive officer of
Minet's European division.

-By Gavin Souter

New Jardine broker

BRUSSELS, Belgium-Jardine
Insurance Brokers International

Ltd., the wholesale brokerage arm
of JIB Group P.L.C., has formed a
joint venture company in Belgium

GLOBAL BRIEFS

with a French broker in which it

holds a minority interest.
JIB purchased a 27% stake in the

brokerage, Societe Intercontinentale
d'Assurances pour le Commerce et
L'Industrie S.A., in October as part
of its continuing strategy to enlarge
its European network. (BI, June 29).

Brussels-based Jardine SIACI &

Partners has authorized capital of
5 million Belgian francs ($160,000
at current exchange rates).

The company will specialize in
placing retail and reinsurance busi-
ness for Belgian corporations, said
Maurice Murphy, a director of JIBI.

The company will be headed by
two joint managing directors-
Frank de Maere, formerly of SA
Fenchurch Insurance Brokers Brux-

elles, and Philippe Vandamme, for-
merly of Thilly van Essel in Brus-
sels.

Jardine and SIACI each own 40%

of the new company, and both Mr.
de Maere and Mr. Vandamme each
have a 10% stake.

-By Gavin Souter

AMB chairman resigns
AACHEN, Germany-Wolf-

Dieter Baumgartle resigned earlier
this month as chairman of AMB

Aachener & Munchener Beteili-
gungs A.G.

Replacing him is Wolfgang Kaske,
who had been chairman of insumr

Volksfursorge Holding A.G. of
Hamburg, Germany, in which AMB
held a stake.

Mr. Baumgartle's resignation fol-
lows the agreement between Assur-
ance Generales de France Group
over control of AMB. Mr. Baumgar-
tle had resisted AGF's attempts to
gain more sway (BI, July 13).

Mr. Kaske had been chairman of
the Volksfursorge holding company
and its main life and property/ca-
sualty units.

In a surprise move, AMB share-
holders voted AGF's chairman, Mi-
chel Albert, onto the board of AMB,
along with Camillo De Benedetti,
chairman of Italian insurer Fon-

diaria S.BA
The AGF/AMB agreement still

depends on French bank Credit
Lyonnais acquiring a majority stake
in troubled Bank fuer Gemeinwirt-
shaft of Germany.

Negotiations are still under way
for the French bank to buy control
of the BfG from AMB, which holds
a 50.5% stake.

AGF will likely join a venture be-
tween AMB, Fondiaria and Royal
Insurance P.L.C. of London, called
European Partners for Insurance
Cooperation (BI, Feb. 24; Jan. 13)

-By Don Lewis Kirk

by not registering under the Se- turned into a joint stock company
curities Exchange Act. But Judge and absorbed by two European in-
Jim Corrigan of Denver ruled that surers.

he lacked jurisdiction. The 10th The loss-plagued insurer will re-
Circuit upheld the decision that the tain its own identity but will be-
case against Lloyd's should be come part of a European associa-
heard in an English court. tion of companies insuring local

In the second case, the 7th U.S. authorities.

Circuit Court of Appeals in Chi- If the deal wins the vote of mu-
cago denied three members' re- tual owners of MMI, the insurance
quest for an injunction barring company will be transferred to
Lloyd's action in English courts Paris-based insurer La Garantie
seeking funds from the members to Mutuelle des Fonctionnaires et

pay their losses. They too claimed Employes de l'Etat et des Services
Lloyd's had violated U.S. securities Publics and Societe Mutuelle des
laws (BI, Sept. 16, 1991). Administrations Publiques in

Liege, Belgium.

MMI joins Eurosafe GMF will be the majority share-
holder of the joint stock company.

British municipal insurer Munic- It has not been disclosed whether
ipal Mutual Insurance Ltd. will be Continued on next page

Guns n' R6.se. cover
for canceled concerts

contested by insurers
By GAVIN SOUTER

LONDON-Rock group Guns n' Roses will be as disappointed
as the fans at its canceled con-

certs last year if Lloyd's of -11F7M.
London underwriters win their

battle to turn down the group's :*6 .t LWT./.

contingency insurance claim.
A "substantial" claim has

been presented to Lloyd's un- , Sm-*filmi/:
derwriters seeking indemnifi- L
cation for two canceled con- '1 TR,Fis :« /cats last year. The shows were
called off after Guns n' Roses

equipment was destmyed ina ,
riot at a July 1991 concert in
St. Louis.

Underwriters contend the St.

Louis riot was caused by Guns AP/Wide Wodd Photo

n' Roses lead singer W. Axl Axl Rose was taken into custody
Rose, rendering the claim in- this month on charges stemming
valid. from the St Louis concert riot

Mr. Rose, however, blames
the riot on inadequate security at the concert venue, said a spokeswo-
man for Geffen Records in Los Angeles, the band's record company.

The riot erupted after Mr. Rose exited the stage at St. I,ouis' Ri-
verport Amphitheatre. His departure came after he had jumped into
the crowd to prevent a fan from taking a photograph of him, the
spokeswoman said.

Mr. Rose also was attempting to stop a group of bikers in the front
row of Amphitheatre from "hassling" other fans, she said.

Signs publiri,ing the prohibition of cameras were clearly displayed
throughout the stadium, the spokeswoman said.

Continued on nezt page

Losses from French blockade not insured

AP/Wide World Photo

Protesting truckers block a crossroads in Fountainebleau and at other
locations in France July 5, standing vacationers and disrupting trade.

PARIS-Many owners of goods
held up by the French truckers'
highway blockade earlier this
month may look to the government
-rather than their insurers-for'

compensation.
The transport insurance division

of a trade association representing
French insurers, the Federation
Francaise des Societes d'Assur-
ances, recommended that the
owners of goods held up in the
blockade consult their insurance

policies to see if they are covered
for any resulting loss or damage.

This may do little good for pol-
icyholders that did not take out
special insurance. Standard goods-
in-transit insurance policies ex-
clude losses resulting from strikes,
riots or "popular movements."

The truck drivers formed the

blockade to protest a new law that
imposes stiffer penalties for speed-
ing. At the peak of the blockade,
160 roads were cut off by thou-
sands of trucks, according to the
French Ministry of the Interior.
Shops ran out of goods while agri-
cultural products rotted.

It is "far too early" to estimate
what the strike and blockade
would cost Compagnie d'Assur-
ances Maritimes, Aeriennes et Ter-
restres, one of France's leading
transport insurers, said a spokes-
man.

Rather than turn to insurers,
companies may be better off seek-
ing compensation from the govern-
ment, according to the insurer as-
sociation.

Under a 1983 law, the French
government is obliged to compen-

sate citizens for loss or damage in-
curred as a result of the action of

mobs or other unruly assemblies,
whether armed or unarmed. For-

eign companies affected by the
blockade could also register claims
with the French government, but
these would only be considered
once the claims of French nationals

had been settled, said Finance
Minister Michel Sapin.

Foreign companies affected by
the blockade are unlikely to receive
any more compensation from their
insurers than French firms.

U.K. transport insurers rarely
provide coverage for the conse-
quences of delays, however they
are caused, said a spokeswoman
for the Assn. of British Insurers in
London.

-By William Pitt
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M ost of us who
manage RLI

regional offices came from
highly structured insurance
environments. Rising through
the ranks, we became

increasingly insulated from
the real action. Like going
one-on-one with the risk,

and bringing our talents and
instincts to bear as sleeves-up
underwriters.

It's different at RLI. Our

office managers oversee
processing, collection,
technical staff and clerical

duties, so the underwriters
are available when brokers

call. And that's the whole

idea behind responsive
underwriting.

This entrepreneurial
arrangement works well for
RLI. And for our brokers.

Consider the comments of

Derek J. Repath, of Repath
Associates in Nashville, TN:

LONDON

Continued from previous page
the two insurers will pay any con-
sideration for MMI.

GMF is the principal member of
Eurosafe, an association of munici-
pal insurers with members in nine
countries: France, Belgium, Ger-
many, Luxembourg, Denmark, Por-
tugal, Italy, Spain and Greece.

MMI's "substantial losses" in 1990

and 1991 "have made it essential to

6 6 RLI has a unique
expectation of its
underwriters. That

is, to underwrite.

« 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.

INTERNATIONAL

seek a strong partner for the group,"
said Maurice Stonefrost, MMI
chairman.

In 1991 MMI wrote net premi-
ums of 784.9 million pounds ($1.5
billion at appropriate exchange rate)
but had an aftertax loss of 238.6

million pounds ($446.2 million)

LUA re-elects leaders

Lloyd's of London marine un-
derwriters have effectively endorsed
the recommendations in the Morse

Working Party report on the gover-

James D. Steeves, CPCU
Vice President

RLI Midwest Regional Office
St. Paul, MN

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 ok- 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

nance of Lloyd's by re-electing all
but one of its market association's

leaders.

On July 16 the committee of the
Lloyd's Underwriters Assn. stood
down and immediately sought re-
election on a platform of support
for the Morse report.

The exercise was to confirm

Lloyd's marine underwriters' sup-
port for the core recommendations,
said Stephen Merrett, chairman of
the LUA. The report outlines a new
tripartite regulatory structure that
will separate supervision of Lloyd's
business development from regula-
tion of market conduct (BI, July 6).

Mr. Merrett was re-elected chajr-

man. Mark Denby was elected to
to replace of Colin Mander. m

Guns n' Roses

Continued from previous page
"Axl had asked the security peo-

ple several times to deal with the
problem but they wouldn't, so he
decided to go and sort it out him-
self," the spokeswoman said.

Mr. Rose lost a contact lens dur-

ing his foray into the audience, so he
left the stage to replace it, she said.

However, while he was off stage,
the crowd's appetite for destruction
was whetted because they thought
the band intended to stop playing,
the spokeswoman said. "The band
wanted to go back on stage but the
authorities said no," she said.

Guns n' Roses contends that even

though it could not return to the
stage, they had completed the allot-
ted 90 minutes of the concert.

During the rioting, the crowd des-
troyed or stole Guns n' Roses equip-
ment worth $1 million, the spokes-
woman said.

"The security was woefully inade-
quate," she said.

As a result of the destruction and

theft, the band did not have the in-

struments and equipment necessary
to play two subsequent concerts in
Utah and Kansas.

Guns n' Roses then filed a claim

on a policy placed with Lloyd's un-
derwriters that covered the cancel-

lation of a concert, sources say.
The coverage was led by syndicate

1162 managed by Gresham Under-
writing Agencies Ltd. and was
placed by Robertson Taylor Insur-
ance Brokers, sources say.

Neither company would com-
ment

The loss adjuster appointed for
the claim, Gaebel Watkins & Taylor,
confirmed that the claim was being
investigated.

"The underwriters say that de-
spite the fact that the show was
completed, Mr. Rose incited the riot
by his actions, but the band says
that although his action may have
been provocative, he did not cause
the riot," one well-placed source
said.

The key wording in cancellation
policies is "beyond the control of the
assured." If it is deemed that Mr.

Rose did not cause the riot, the
claim will be valid, another source
said.

Earlier this year, a warrant was
issued for the arrest of Mr. Rose by
St. Louis County prosecutors on
rnisdemeanor assault and property
damage charges for his actions
when he jumped into the crowd and
for damage to a mirror in his dress-
ing room.

Mr. Rose was arrested in New

York on July 12 after returning from
Paris.

He was satisfied with his treat-

ment, however. "I can't believe how

cool the New York police are; they
don't hide behind badges. They treat
you like a human being," he said.

Mr. Rose was subsequently re-
leased on bond. A trial has been set
for Oct. 14. •



FASB proposal
Continued from page 2

Under the proposed approach,
investments would be classified

under one of three groups:
• Debt securities-such as

bonds-that management has the
"positive intent and ability to
hold to maturity" would be clas-
sified as "held for investment"

and reported at amortized cost.
However, they could be sold be-
fore maturity as a result of a
"significant deterioration in the
issuer's creditworthiness," ac-

cording to FASB.
• Debt and equity securities

classified as "available for sale"

would be reported at fair market
value, with unrealized gains and
losses excluded from earnings
and reported as a component of
shareholders equity.

• Debt and equity securities
classified as "held for trading"
would be reported at market
value. Unrealized gains and
losses of securities in this cate-

gory would also be included in
earnings.

Transfers between categories
would be accounted for as sales

and repurchases at market value.
A formal proposal is expected

to be released for public com-
ment later this summer, and a
rule could take effect in 1994.

The accounting board has been
urged by the Securities and Ex-
change Commission to move to-
ward market value accounting in
part because of concerns about
asset quality at banks and sav-
ings and loans.

"They're sweeping insurance
companies into that big bowl at
the same time," said Alan Levin,
senior vp at Standard & Poor's
Corp. in New York.

The latest proposal, observers
note, is a compromise. Some peo-
ple had advocated that fluctua-
tions in market value for all

assets-not just those in a "held
for trading" category-be re-
flected in the income statement.

Restricting the proposal pri-
marily to the balance sheet is
helpful if only because it limits
its impact, Mr. Robertson com-
mented. "It's less foolish than

what had been proposed."
He noted that most investors

pay more attention to the income
statement than to the balance
sheet.

A market-value reporting rule
would affect financial data re-

ported on a generally accepted
accounting principle basis, but
not insurers' statutory results.
Observers disagree over whether
state insurance regulators are
likely to also move in this di-
rection.

Among observers' criticisms of
the proposal is that altering one
side of the balance sheet-but

not the other-gives a financial
statement "that does not repre-
sent the real economics of the

situation," said Mr. Robertson.
"It doesn't make sense."

The proposal is a "bit like tak-
ing a shower with a raincoat on"
in that it does not call for having
both sides of the balance sheet

sensitized to changes in interest
rates, "which is really the funda-
mental issue," said Stephen
Lowe, a vp with Tillinghast in
Hartford, Conn.

Some observers ,believe per-
mitting insurers to 'discount loss
reserves would help balance out
the equation.

But Mr. Levin said that S&P is

against that proposal. S&P op-
poses discounting reserves be-
cause it "creates a bias in favor

of underreserving," said Mr.
Levin.

Observers say another problem

is that the FASB proposal would
create unwanted volatility in in-
surers' balance sheets as the

value of the bonds rises and falls
with interest rates. As rates de-

cline, bonds increase in value; as
rates increase, they decline in
value.

With the rule in effect, rising
interest rates could create huge
unrealized losses in bond portfo-
lios. And insurers would be

"completely innocent," because
it would not be the result of any-
thing they did, said Mr. Levin.
"The bottom line is, we don't

think it actually does much to
mark these things to market."

"I think it will definitely lead
to volatility within reported
earnings, and that's the last
thing this industry needs," said
John H. Snyder, vp at A.M. Best
Co. in Oldwick, N.J. "The indus-
try is cyclical and volatile
enough."

"It brings in a great deal of
volatility," agreed Howard Dal-
ton, senior vp of St. Paul Fire &
Marine Insurance Co. He added

that St. Paul could live with the

proposal, but would prefer that
FASB did not proceed with it.

Yet another problem, say ob-
servers, is determining how to
categorize the assets.

"Generally, property-casualty
insurance companies do hold
bonds to maturity unless there's
an opportunity or a business rea-
son to sell them, such as tax con-
siderations," said Mr. Lowe.

"I don't think as a practical
matter companies can be ex-
pected to place these bonds in
these categories," he added. "I
see that as being impossible to
manage and impractical."

Insurers need the flexibility to
be able to sell their bonds with-

out penalty, according to Mr.
Lowe. "I think the classification

of the bonds is not as clear-cut as

the definitions of the categories
might imply," he said. "How will
an auditor test management's in-
tentions?"

"Are the auditors expected to
be mind readers, such (that) they
can look management in the eye
and see they intend to hold these
bonds?" Mr. Lowe asked rheto-

rically. "I don't think it's very
practical."

"In practice, how are they
going to implement it?" Best's
Mr. Snyder asked. If the category
definitions are stringent, it could
cause problems, he said. "It just
becomes a real administrative
chore."

"You've got to make a 30-year
guess of creditworthiness? I can
see some inner tensions on this,"
commented Joyce Culbert, an
analyst with Chicago Corp.

One analyst, though, ap-
plauded the proposal.
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Crawfordt New
1992 HealthCare

Management Directory
Is Now Available!

We're Right Where
You Want Us

When you need medical and disability cost
containment services provided by an expert
staff, Crawford is nearby and ready to serve
you. Our new 1992 HealthCare Management
Directory shows you where we are and
how to contact us-throughout the U.S.
and Canada.

Your Link to a

Nationwide Network of the

Services You Need

Each Crawford location is more than a

branch...ifs your link to a nationwide
network of services that can bring you

the results you're seeking- lower medical
and disability costs!

Our Services Are

Growing With Your Needs

For over 15 years, Crawford & Company
has been building on its experience in
medical and disability management.
Through these years we have listened to
our clients and worked hard to meet their

needs. When client situations called for

new services, we developed them. As
a result, we are able to keep our clients

satisfied...95% satisfied according to
a recent survey. And we'll continue to

grow with your needs.

"Does this mean insurance ex-

ecutives are going to have to
think before they act?" asked
Joanne Morrissey, a principal
with Firemark in Morristown,

N.J. "They're going to have to
make plans, and they're going to
have to stick with them."

The proposal will provide both
insurance buyers and investors
with a "more realistic look at the

asset value of the portfolio, and I
think it's about time that it hap-
pened," she said. While it may
give chief financial officers more
to do, "I, for one, want to know
what those bonds are worth."

The industry has known this
proposal was coming, said Mi-
chael Smith, an analyst with
Lehman Bros. "This is not some-

thing that's a total surprise or a
total shock," he said. "At the end
of the day, I really don't think
it's going to have a whole big ef-
feet on the industry." i
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Transamerica Transamerica has several op- While no potential buyers have Miller commented Benson Securities Ltd in Lon-

tions It could sell the property/ yet been identified for the in- "I'm sure the (investment) don, disagreed
Continued from page 1 casualty division outright, spin it surer, Mr Olsen said the com- banks will pursue all opportuni- The only European insurer
finance businesses off to current shareholders or pany is willing to consider any ties, and some of those will be that has any money to spend for

"We have therefore concluded hold an initial public offering, reasonable offer, Including offers European," agreed Chris Hitch- any acquisition is Italy's Assi- '
that the growth opportunities of said Richard J Olsen, vp-corpo- from foreign companies ings, an analyst at Hoare Govett curazioni Generali Sp A,he
both Transamerica Corp and rate relations Indeed, some analysts say it is Ltd in London "Some (Euro- said Otherwise, "there aren't a
Transamerica Insurance Group Not included in the sale will be likely that the new owner of pean insurers) are interested in lot of people around with the
would best be met if Transa- Transamerica's 25% equity in- Transamerica Insurance, the buying U S insurance com- time and money" to buy a prop-
merica Insurance were owned by vestment in Sedgwick Group 27th-largest U S property/ca- panies, though some wish they erty/casualty insurance opera-
someone committed to the prop- PLC, valued at $423 7 million sualty underwriter, will come hadn't " tion like Transamerica Insur-

erty and casualty insurance busi- at year-end 1991 from France, Italy or Germany French insurers, in particular, ance, he said The French
ness," he said Sedgwick Chairman David Russell Miller, chairman of have investment capital avail- insurers are busy with other ac-

Transamerica has retained Rowland said he had spoken specialty investment bank Rus- able to buy insurers if they quisitions, as are many of the
Morgan Stanley & Co Inc and with Transamerica's Mr Her- sell Miller Inc of San Francisco, wanted, said Mr Hitchings, who Germans, U K insurers have
Donaldson, Lufkin & Jenrette ringer before last week's an- said he has had numerous in- echoed Mr Miller's comments "one goal and that's survival",
Inc as advisers for the sale, nouncement quiries from European insurers "If I were a banker, I'd be on the and the Japanese insurers' finan-
which Mr Herringer says the Transamerica said the sale of interested in U S expansion first plane to Paris or Amster- cial strength was dashed by last
company intends "to accom- the property/casualty insurance "If I were (Transamenca's) m- dam or Munich " year's typhoon, he contends

plish as quickly as is feasible operation "isn't relevant to vestment banker, I'd be on a However, Kevin Phillips, an Japanese firms are unlikely to
and prudent " Sedgwick," said Mr Rowland plane to Europe right now," Mr insurance analyst for Kleinwort Continued on next page
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Continued from previous page
be interested, since they gen-
erally are more interested in
pursuing life/health companies
than property/casualty insurers,
Mr. Miller added.

Other unlikely suitors include
the largest U.S. property/ca-
sualty insurers. "The Top 20'U.S.
companies are unlikely to be in-
terested," Mr. Miller said.

Possible U.S. buyers would in-
clude an industrial company
seeking to expand into financial
services or perhaps a life/health
insurer "that sees a strategic
reason for getting into the prop-
erty/casualty business or per-
haps into California," he said.

About 60% of Transamerica In-

surance's book of business is

composed of California risks.
Analysts say the writing has

been on the wall for some time.

"When Herringer assumed the
CEO title last year, he was con-
cerned with the lack of consis-

tency in the earnings of certain
subsidiaries," explained Sam
Liss, director of research for Sa-
lomon Bros. in New York.

Since "the property/casualty
company has required a signifi-
cant level of capital relative to
its returns," it was likely to be
divested sooner or later, Mr. Liss
said.

Transamerica's property/ca-
sualty operations represent
about 15% of its expected 1992
earnings yet utilizes about 25%
of the company's capital, accord-
ing to a report by Conning & Co,
an institutional insurance re-

search firm in Hartford, Conn.
Mr. Miller agreed: "There were

very strong hints a year ago that
they would accept a strong mi-
nority investment (in Transa-
merica Insurance) which indi-
cates that it was interested in

reducing its holdings."
Indeed, even though the an-

nouncement was only made last
week, "we have been working on
it for some time," confirmed Mr.
Olsen of Transamerica. In May,
the company approached its in-
vestment advisers to begin test-
ing the waters.

While he would not say what
type of investors Transamerica
hoped to attract, Mr. Olsen did
say that the company would not
turn down any foreign capital.

"There are no restrictions on

who can make an offer," Mr.
Olsen said.

Policyholders and brokers, he
said, would be well-served if
Transamerica Insurance were

bought by a "major global in-
surer."

Whoever buys Transamerica
Insurance is likely to pay a price
-below its $1.1 billion book

value," said Thomas Sargent, se-
nior vp at Conning & Co.

-Transamerica Insurance's

track record hasn't been that

great, with a return on invest-
ment of about 6% for the last

four years," he said. In addition,
"it's a difficult time in the prop-
erty/casualty business. It will
probably break even or even lose
money in 1992."

Transamerica Insurance, like
most workers comp insurers in
California, has been hit hard by
losses in the Los Angeles area,
according to F. Michael Arm-
strong, executive vp and chief
administrative officer.

And a lower-than-sought rate
increase will likely result in rates
not keeping pace with claims, he
said. Insurance Commissioner

John Garamendi recently cut to
6.7% the 23.1% rate hike request
by the Workers Compensation
Insurance Rating Bureau. Tran-
samerica Insurance also faces a

Continued on nezt page
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Transamerica

Continued from previous page
$26.4 million aftertax hit if it loses
its appeal of an Insurance Depart-
ment order to refund $40 million to
policyholders under Proposition
103, the 1988 voter-initiated roll-
back law.

However, there is a "plus side"
that will make Transamerica In-

surance more marketable to po-
tential buyers, stressed Conning &
Co.'s Mr. Sargent.

"The company has changed its
stripes and become more specialty-
oriented," he said, pointing to
Transamerica Insurance's move-

ment into the sports, entertainment
and leisure insurance markets.

Transamerica Insurance insures

baseball and football stadiums,

basketball arenas, auto racing
tracks, rock concert venues,
parades, state fairs and fireworks
shows.

Among its policyholders are the
National Basketball Assn.; 13 of
major league baseball's 26 fran-
chises, including the Los Angeles
Dodgers; and 20 of the 28 teams in
the National Football League, in-
cluding the Los Angeles Rams.

The insurer also underwrites

spectator liability, participant li-
ability and property coverages for

operators of bungee-jumping fran-
chises through a program available
through broker K&K Insurance
Group Inc. in Fort Wayne, Ind. (see
story, page 1).

But even the entertainment busi-

ness has been costly lately for
Transamerica Insurance. It is

pumping an additional $18 mil-
lion into reserves for this line as

part of its second-quarter infusion.
Cast insurance, which Mr. Olsen

described as "quasi-work comp,"
for actors and completion guaran-
tees for motion pictures "both had
some problems in the early part of
this year," he explained.

Another aspect of Transamerica

The IRI-JEference: ourPropertieswherever  WeCanBe
Are Loc*hi 24 Flours

4 S

t
000

"We insure more than 50,properties in over 70 countries,"Ron Berler, IRI Vice President-
saidInternational. «And, should it be2 necessary, we can service these1 facilities in 24 hours from ourf offices in Europe, the Caribbean,the Pacific Basin and the United

States."Multi-national corporations, are building and maintaining manu- facturing, assembly and distributionfacilities all over the world," BerlerT12 T'S intention tosaid, 0 and it is _e underwriting, claims settle-
j mentand loss prevention serviceswhenever and wherever needed.cave

That's an international perspe
IRI Difference.

oriThe asand cultureshock are
"letlagbeing talked about less and less,more and more business people jointhe million-mile club," Ron said."At the same time that the world isin terms of air miles, it is

shrink\rigenlarging as more and more coun-tries produce goods and services forinternational consumption. IRI pro-vides insurance for well protectedmanufacturing and marketing prop-

© 1992 Industrial Risk Insurers, Hartford, Connecticut

Ron Berter,Industrial Risk Insurerserties and services them with localpeople in local offices. Thus, newand estabiished businesses insuredby IRI are free to innovate and
think boldly."The promise that we candeliver as palt of The TRl Differencewe can provide assistance

is dis -·,in helping to keep plants productiveand people employed.We startedout doing it in the United Statesover a century ago. Now, wedo it around the world."

Insurance that makes it an attrac-

tive purchase is the experience of
its management, said Mr. Miller.

"The difficulties of the company
are minimized by the quality of its
management," he said, which in-
cludes Gerald A. Isom, president
and CEO, whose 33 years of ex-
perience in the industry span se-
nior management positions in un-
derwriting, specialty insurance and
international operations.

Before joining Transamerica in
1984, Mr. Isom was a senior vp
at Fireman's Fund Insurance Co.

Mr. Isom and other senior man-

agement plan to remain with the
company after its sale, Mr. Arm-

t

1121
can make a difference

SM

strong said. Transamerica Insur-
ance employees 4,400 people in 65
locations nationwide.

The company also is scaling back
its unprofitable workers compen-
sation business, having announced
plans late last year to reduce its
book of business in the Los Angeles
area by one-third over the next two
years (BI, Dec. 23, 1991).

Currently, 45% of the insurer's
workers comp business is written
in the Los Angeles area, Mr. Arm-
strong estimated.

International Editor Stacy Shapiro
in London contributed to this re-

port.

Insurance

unit spinoff
to boost

earnings
WOODLAND HILLS, Calif.-

Transamerica Corp. this week
will report its second-quarter re-
sults separately from those of its
property/casualty insurance op-
erations.

While Transamerica Insurance

Co. in 1991 reported property/
casualty insurance operating in-
come of $57.3 million-13% more
than in 1990-the insurer is ex-

pected to report a second-quar-
ter 1992 operating loss of ap-
proximately $40 million due to
reserve strengthening.

The property/casualty segment
wrote $1.8 billion in premiums in
1991, had $1.1 billion in equity
and $823 million in statutory
surplus.

The insurer is boosting re-
serves for losses in workers comp
and entertainment by a total of
$63 million, said Richard J.
Olsen, vp-corporate relations.

Meanwhile, its parent com-
pany expects to report a strong
second quarter from its continu-
ing operations. Aftertax profits,
before capital gains, are ex-
pected to be more than double
the $43.6 million reported in sec-
ond-quarter 1991, according to
Transamerica Corp.

The company attributes the in-
crease in part to a return to prof-
itability during the quarter of
Transamerica's commercial fi-

nance unit, which lost $217 mil-
lion in 1991.

Year-end consolidated income

for Transamerica Corp. fell
81.2% to $50.1 million in 1991
from $266.3 million in 1990.

Analysts say the sale of the
property/casualty insurance op-
erations could help Transa-
merica Corp.'s future earnings.

"If they take the proceeds to
buy back stock and pay off debt,
it will make their earnings less
cyclical," said Thomas Sargent,
senior vp with Conning & Co. of
Hartford, Conn.

In a related development,
Standard & Poor's Corp. placed
Transamerica Insurance Group
on CreditWatch with developing
implications, which means that
the company's AA - claims-pay-
ing ability rating may be raised
or lowered.

Any change in Transamerica's
rating will depend on the struc-
ture of the transaction and the

structure of the company that
emerges, the rating agency said,

S&P plans to meet with Tran-
samerica's management and, if
appropriate, the management of
the prospective buyer to review
its business strategies and finan-
cial plans.

-By Joanne Wojeik



NME lawsuit subsidialy involvmg its bilhng and As part of the settlement, NME Claims system James Pickering, vp of managed
treatment practices We can there- also agreed to provide about $2 5 care services at NEIC in Secaucus,

Continued from page 1 fore only conclude that the Nl\<IE million in free care at its Texas Continued from page 2 NJ

surers filing suits against it on complaint is an effort at a pre-emp- hospitals, to forgive about $4 mil- puter bl.111ng standards (BI, Nov 11, "If a doctor has a contract with
charges of improper practices tive stnke," said Mutual of Omaha hon in claims against the Texas 1991) four different managed care organi-

But NME says it is the insur- m a statement Crime Victims Compensation Fund, "It's a question of using exist- zations, he (or she) has to deal with
ance industry that is gullty of abuse Travelers said that an investiga- which the state alleged was de- ing standards with existing hard- four sets of patient ehgibility rules,

The company's lawsuit charges bon of NME's bllhng and treatment frauded by NME, and to reimburse ware," said Joseph T Brophy, co- four sets of utillzation review rules
that Travelers, Mutual of Omaha practices "has been under way for the state $1 1 milhon m Investigative chairman of WEDI and president of and four lists of the various special-
and Massachusetts Mutual are several months " costs Travelers Insurance Co m Hartford, ists the network allows him (or her)
wrongfully trymg to shit the bur- A spokesman for Massachusetts Meanwhile, a spokeswoman for Conn to refer patients to," he said And
den of soar,ng health care costs to Mutual said Insurers have "raised the Florida Department of Insur- WEDI recommends that physicians, rather than patients, are
providers and policyholders very senous concerns about NME's ance said an mvestigatlon of NME • "All participants" m the health now required to submit claims to

"They have attempted to substi- billing and treatment practices, hospitals is "pending" care system, Including pnvate and payers under most managed care
tute their own profit-driven ludg- which have been discussed with Florida's investigation began a pubhc payers, hospitals, physicians contracts
ments about the propriety of medi- NME The suit has no merit We can year ago when Capital Cities/ABC and pharmacists, adopt uniform While managed care is a good

cal care for the clinical judgment of only conclude that it is an attempt Inc's "Prlme Tlme Live" television standards for "major busmess trans- thing, it has "comphcated the hves
the doctors and other health care at a pre-emptive strike" program presented allegations that actions such as ellglbility, claims of physicians," Mr Pickenng said
professionals treating the mdividual None of the msurers would com- patients were bemg kept m NME and payment " These standards are And, managed care contracts have
patients," NME's suit charges ment on NME's specific charges hospitals m Florida untll their in- being devised by the Amencan Na- created "a bhzzard of paper" for

The msurers "have unilaterally Meanwhile, a group of 20 Insurers surance ran out and then were belng tional Standards Institute, which physicians and payers, he said
dictated the medical services that met last week to decide on a legal summanly discharged, the spokes- coordinates the development of "Managed care wall work, but we
they wlll pay for and have dechned strategy to pursue against NME, ac- woman said busmess standards for a vanety of have to provide an infrastructure to
to pay for medically appropriate cording to an insurer spokesman NME hospital staff also allegedly industries allow it to work," he added

services expressly covered by their Some of those in- changed patients' treatment codes The WEDI timetable calls for all The NEIC proiect will capture
Insurance pollcies," the suit charges surers could file so that insurers would reimburse the "malor players" to use the standards data that already easts In payers'

NME charges that the three m- suit as early as hospitals, the spokeswoman said for electrome data Interchange by and providers' mformation systems,
surers

• "Refused to pay for hospital-
this week, he She declined to give further de- thefourthquarterof 1994 Allother Mr Pickenng said Thatdata wlll be
said ' tails of the department's mvestiga- participants are expected to use the sent to the Health Care Information

mahon beyond pre-determined ar- If insurers sue, tion standards by 1996 Network and shared Interactively

bitrary time penods or have refused / NME's Mr Be- The Fraud Division of the New • The number of unique infor- with all parties so that claims-re-
to extend payments beyond the mi- 2...1 drosian said that Jersey Department of Insurance also mation requests decrease so that by lated transactions can be completed
tlally approved time penods" he expects their is mvolved m an ongoing mvestiga- 1995, all participants should be in seconds rather than days or

• "Engaged in so-called 'post- claims to be based on what he called tion of two NME hospitals in that committed to using standardized weeks, he said
discharge audits,' the effect of which the misleading reports of the Texas state, followlng hundreds of com- bllhng data "With HCIN, the cornerstone is to
is to retroactively disquallfy medi- settlement plaints from patients and physi- 0 Congress enact uniform federal tell physicians who is ellgible for
cally appropriate health care ser- "So we thought it was time to clans, according to information pro- confidentiallty laws by the end of certain health benefits and who is
vices that they had previously care- take a stand" agamst insurers that vided by Louis Parisi, the division's next year, because "the current mo- not, who a patient's primary care
fully momtored and approved " try to "dictate the coverage" that director rass of state laws" contributes to physician is and what a patient's

• "Made de facto reductions in mentally 111 patients receive, Mr Be- The complaints charged overbill- administrative costs and creates a out-of-pocket and copayment re-

the coverage of their health msur- drosian said, explaining why NME mg, bdllng for services never pro- situation in which individuals' quirements are so they can collect
ance policies by unilaterally refus- filed suit vided or required, and misdiagnoses nghts vary from state to state them," Mr Pickenng explained The
Ing to make payments for medical The Texas attorney general first of patients to maximize insurance • Uniform standards for health network also wlll inform physicians
services covered by the pohcies " sued NME's psychiatne hospital di- benefits Insurance cards be created about any UR requirements and to

• "Wrongfully approved only vision-then called Psychiatric In- While admitting no wrongdomg, e The federal government commit whom they can refer patients
44outpatient treatment" for Illnesses stltutes of Amenca-last September, the two NME hospitals m May 1991 money for further study of elec- Eventually, we want the phy-

for which the insurers "previously according to Mark Chouteau, assis- paid the Insurance Department tromc data mterchange cost savings sician to be able to refer a patient to
had determined that inpatient treat- tant attorney general The ongmal $400,000 as part of a sealed consent WEDI's recommendations closely a specialist and get approval simul-
ment was medically appropnate suit alleged that NME violated a agreement The department had resemble those m a Bush adminis- taneously"-without using the

• Exchanged data and acted in state statute against "bounty hunt- onginally sought a $2 milhon pen- tration proposal to encourage the phone or creating additional paper-
concert to attempt "to retroactively Ing" or reimburslng companies and alty from the hospitals use of electronic transmission of work, he noted
disqualify medical services that individuals such as physicians to In addition to the state probes, claims information (BI, June 22) NEIC chose PCS because of its

have been monitored, audited and provide NME with insured patients, a US House of Representatives That plan would give the secretary ability to route, edit and store vol-
properly reimbursed pursuant to Mr Chouteau said panel earher this year looked into of health and human services the unnes of health care data, noted
patients' Insurance pollcies" State officials and NME subse- complaints against the for-profit power to develop standards if prl- Kenneth J O'Donnell, NEIC presi-

NME contends that m pursuing quently "negotiated a global settle- psychiatric hospital Industry vate msurers don't do so by the end dent and chief executive officer
the alleged scheme, Travelers with- ment" of broader charges, he said The House Select Committee on of 1993 Under the proposed system, when
held payment of $37 million in Those allegations mcluded that Children, Youth and Familles held a WEDI's other co-chairman, Ber- a patient enters a physician's office,
claims and that Massachusetts Mu- • Employees of "intervention and day-long hearing in April on alleged nard R Tresnowsla, added that the a nurse or administrator wlll type
tual and Mutual of Omaha each assessment services" set up by NME abuses in the nation's pnvate psy- sigmflcance of the WEDI proposal is the patient' s name, Social Security
withheld $4 milhon "were not qualified to assess the chiatne hospital mdustry Witnesses that the health industry is now number and group health plan num-

The company says it may also need for inpatient hospitahza- accused several psychiatne hospital committed to achieving these stan- ber Into an information system That
seek damages beyond the $45 mil- tion (and) whether a prospective chains, including NME, of improper dards Mr Tresnowski is president data immediately will be sent
hon allegedly withheld patient was a suitable candidate for marketing practices of the Chicago-based Blue Cross & through the interactive network

The suit also seeks declaratory re- referral to one of (NME's) facilities Whatever abuses the for-profit Blue Shield Assn NEIC systems wlll receive the data

hef "setting forth the proper scope was often influenced by the exis- psychiatric hospitals may have en- In accepting the report, Dr Sulll- and monitor its transfer to the
of coverage" under the three msur- tence of a third-party payer " gaged m, practitioners wam that it van praised the effort, saymg that payer's data base-whether lt be a
ers' pollcies • NME placed employees in is also possible for insurers and electronic bilhng wlll save the U S group health insurer, managed care

The suit was filed because NME Texas publlc schools as counselors others to incorrectly apply managed health care system at least $4 bilhon organization, self-msured employer
"had reason to belleve the insurers to refer troubled students to NME care techniques to the treatment of a year He predicted that by the year or thlrd-party administrator
were going to sue us for improper hospitals, though neither the school mental Illnesses 2000, the mereased use of electromc Information about eliglbillty, ben-

practices, based on the problems we nor the parents knew that the coun- When misapphed, techniques like data Interchange, both for claims efit levels and UR requirements,
had in Texas, Florida and else- selors were NME employees utilization review can seriously and clinical inforrnation, BAll result among other things, wlll then auto-
where," said John Bedrosian, semor • NME gained referrals to its jeopardize the physician-patient re- in a $20 bilhon annual savmgs matically be transferred back to
executive vp and NME co-founder hospitals through direct marketlng latlonship, which is especially im- "A fully integrated system can NEIC and passed along to the pro-

NME last month settled a mul- operations that were staffed "with portant m a mental health care set- save even more, m both adminis- vider, Mr Pickering explamed The
tlmilhon-dollar suit brought by the personnel who by training and com- ting, they say trative activities and by helping to system wlll be designed to protect
Texas attorney general alleging, pensation were more inclined to "Managed care if misapphed can root fraud and abuse out of the the confidentiality of sensitive data,
among other violations, that NME marketmg than malang independent be harmful," asserts Dr Leo H health care system," he said hke patient diagnoses, he noted
paid a "bounty" to so-called assess- clinical judgments" Bradman, a clinical psychologist Meanwhile, a group of large com- The prolect is consistent wrth the
ment hrms to funnel msured pa- • Once admitted to an NME hos- and chairman of Bradman Therapy mercial health msurers has signed objectives of the federal government
tients to NME hospitals pital, patients "might spend several Centers, a Fort Lauderdale, Fla, an agreement with a managed pre- and WEDI, pomted out James Rose,

The Texas attorney general's suit days m the facillty pnor to bemg managed mental health care flrm scription drug vendor to develop vp of marketing for NEIC Although
cited "the ferocity of the competi- evaluated by a psychiatnst regard- For example, Dr Bradman said, such a system The NEIC, an elec- NEIC's efforts to develop such a
tion for patients" among psychiatnc ing the appropnateness of the ad- "There's a tendency by managed tronic data clearmghouse formed in system predate WEDI's recent re-
hospitals in the state, which mission " care companies to conduct 'bhnd re- 1981 by a group of 11 health msur- port to Dr Sulhvan, the Health Care
"directly led to the marketing, ad- I That NME staff often misre- views' They don't lmow the patient ers, is launchmg an electronic claims Information Network project mcor-
mission, treatment and billing presented to patients the specifics of or see the patient, but they deny information-sharing system de- porates some of the same goals, m-
abuses which have been common- their Insurance coverage and often care over the phone, perhaps be- signed to slash administrative costs cludlng requiring vendors to adhere
place m thls mdustry m Texas " told patients who wanted to be dis- cause some question on a form has by ellminating the mounds of pa- to American National Standards In-

Calling the Texas charges "wild charged that if they left the facihty, not been answered right " perwork and hours of phone calls stltute standards
allegations," an NME spokesman Uielr insurer would not pay for "There are some managed care that plague the health care relm- The pilot program should be up
emphasized that it settled the charges Incurred companies out there touting the fact bursement system and running m six to eight months
charges without admitting any While admitting no wrongdoing, that nobody needs to be in the hos- PCS Inc, a Phoenix-based man- for seven of the 11 NEIC insurer
wrongdomg and, he said, only to last month NME entered into an pital, which is crazy," he added aged prescription drug vendor, wlll members, including Aetna Life &
avoid the cost of further htigation agreed judgment that Includes a The central flaw in managed care supply the technology for the ven- Casualty Co of Hartford, Conn,

The insurers named in NME's suit permanent inJunction against the as it is now practiced is the "adver- ture CIGNA Corp of Philadelphia, John
agree the hospital chain's lawsuit is activities alleged in Texas sanal relationship created between The new electronic system, called Hancock Mutual Life Insurance Co
an attempt to deflect an expected The settlement provides that the provider and the utihzation re- the Health Care Information Net- of Boston, Metropolltan Life Insur-
Insurer lawsuit: NME hospitals in Texas will be view company," said Dr Bradman work,"5 needed because of the ad- ance Co of New York, Pacificare

"We are surpnsed" by NME's suit momtored for one year beginning Instead, he advocates a system vance of managed care," which re- Health Systems Inc of Cypress,
"because we and other insurers have July 1 by ombudsmen chosen by "where providers set up their own quires a huge amount of Callf, Prudential Insurance Co of
been discussing with NME a sub- a utillzatlon review firm approved utihzation review" mechanisms and, information to be exchanged among America of Newark, NJ, and Tra-
stantial (lawsuit) agamst an NME by the attorney general engage m "stnngent peer review " I payers, providers and networks, said velers Corp of Hartford, Conn I
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Hall acquisition broker, reported 1991 gross reve- That mll be no small feat Wkule
nues of $461 6 milhon the Hall acquisition is strategically

Update
Continued from page l Combined, the two firms gen- valuable to Aon in several ways,15 years Hall's reinsurance unit, erated $987 6 milhon m 1991 reve- several Industry observers point to $9.2 rnillion Pan Arn verdictMadison Intermediaries Inc, now nues, which would have made it No the challenges RBH faces m corn-
places about half of this amount of 5, squeezing past Johnson & Hig- bming its existing operations with
business on behalf of Rehance in- gms, which had an estimated $933 1 Hall's NEW YORK-A Jury has awarded $9 2 milhon to the famlly of
surance units one man killed in the 1988 explosion of Pan American Worldmlillon in revenues, and fallmg just Hall has 170 offices and 4,775 Airways Inc Fhght 103 over Lockerbie, Scotland

Aon Reinsurance Agency Inc, short of Willis Corroon Group employees around the world, while
meanwhile, had only recently won PLC, which had $1 12 bilhon The award lS the first in the damages phase of the trial, which
its first piece of Reliance busmess, RBH has 151 offices and 5,275 em- began after the iury earlier this month found Pan Am gunty ofAon will retain the Hall name ployees willful misconduct for not detecting the terronst bomb that blew
Mr Ryan said, descnbmg the new but unll probably combme it with Duphcate offices must be merged, apart Flight 103 in December 1988, lalling 259 people on board and
reinsurance business as crucial to the names of RBH and Hudig in a while other operations must be 11 on the ground (BI, July 13)
the deal "It could not have been way yet to be determined, Mr Ryan made to work together, observers
done without it " said Ordinarily, the Warsaw Convention would 111mt the auhne's ha-

note

Aon also wlll not assume hability bility to $75,000 per passenger, but the cap does not apply in cases
Meanwhile, Mr Ryan denied an- For example, while Aon gains of mllful misconduct The plaintiffs m the Pan Am suit are seekingfor $75 milhon in Hall bank debt other rumor making the rounds last control of Leshe & Godwin Ltd, a total of $350 million in damages

and about $25 million that Hall week That Aon might spin off some Hall's valuable London brokerage Now-defunct Pan Am had $750 milhon in hability insurance ledowed to Rehance These amounts of Hall's U S operations to another unit, it also wlll retain its 25% to by United States Aircraft Insurance Group Other msurers includewlll be repaid out of the cash por- broker, possibly Jardine Insurance 40% equity stake in London broker Lloyd's of London's Ariel syndicate, La Reunion Aerienne oftion of the purchase pnce, said John Brokers Group Nicholson Chamberlain Colls Ltd
A Addeo, Hall's senior vp and trea- France, Associated Aviation Underwnters of Short Hms, NJ, and

A Jardine official in San Fran- Both London unlts have strong CAMAT of France
surer cisco also demed the rumor aviation departments and some

Reliance-which owns 70% of The $92 milhon award was to the family of Robert Pagnucco,
Initial reaction to the deal among London market observers say Aon a PepsiCo Inc executive

Hall's common stock and holds con- several analysts and industry ob- may run mto trouble trying to oper-
vertible preferred stock that would servers was generally positive ate both In fact, rumors spread
raise its common shareholding to "The structure of the transaction through London before last week's Asbestos damages awarded
about 85%-said it Will record a $50 is very innovative," said Russell acquisition announcement that Aon BALTIMORE-Kicking off the second phase of the nation's lar-million aftertax gam on the sale of Nhller, chairman of insurance indus- would be sellmg its share of NCC to
Hall gest consolidated asbestos case, a lury has awarded three plamtiffs

try investment banker Russell Mller NCC's directors a total of $11 2 milhon in compensatory damages but ruled thatRehance Insurance Co, the Re- Inc in San Francisco "People fa- NCCChairman Alan Colls denied three other plaintiffs are not entitled to damages because theirhance unit holding Hall's stock, had mihar with the Industry have long that there could be a clash between injunes were not asbestos-related
valued the shares at $3894 milhon thought that this was the only way NCC and Leshe's aviation depart-
on a fully diluted basis A Baltimore Circuit Court jury on Thursday awarded three

to do lt that Reliance Group ments, and Mr Ryan demed that "sample" claimants-who had been handpicked by plaintiffs' at-The $475 milhon purchase pnce Holdings had to take some responsi- Aon is considenng selling its NCC
equates to $1 25 per common share, bility m the sale" tomeys-$42 milhon, $37 nullion and $33 mllion, respectively,

shares

after providing for the preferred for Illnesses caused by asbestos produced or installed by six defen-
The fact that Hall shareholders NCC and Leshe & Godwin w111 dants However, the ]ury found that maladies of three other plain-

stock, repayment of Hall's debts and wul be given 0 625 shares in Re- not be merged and will continue tiffs were not caused by contact with asbestostaxes, Rehance announced liance in exchange for their Hall to operate Independently, Mr Ryan
Hall common shareholders other shares should make them "lump for said The verdicts in favor of the defense underscore our position

than Reliance will receive 0 625 Re- loy," Mr Miller said "It's a good from the start that the overwhelming majority of claims involve
He also downplayed any difficulty

hance common shares for each Hall deal for Hall shareholders " plamtiffs with no asbestos-related Injuries," said a source close to
m mergmg RBH's US brokerage the defense "This whole process is nddled with error "share they own, Reliance an- Although "the stock market lS offices with Hall's, explaining that

nounced The six named defendants in the case are GAF Corp, Keene
saying that Aon over·paid for it, I the merger wlll be made easier by Corp and Pittsburgh Coming Corp, which made products contain-Rehance common stock closed at think it'S a good deal for both par- the fact that one firm was usually ing asbestos, and ACUS Inc, MCIC Inc and Porter-Hayden Co,$5 13 per share at the end of trading ties," said Walter Fitzgerald, vp of larger than the other m most cities which installed asbestos products The companies cannot appealFriday, up 38 cents, Hall stock RAS Secuntles m New York, refer- "We need all the good insurance until all phases of the tnal are completed (Bl, July 20)closed at $2 88 per share, down nng to Aon's stagnant stock price professionals in both operations,

$1 50, and Aon's stock closed at Awards for the remaining 8,549 plaintiffs will be set in so-called
Expansion m the insurance bro- Mr Ryan said "There's not going to mini-tnals that w111 group 10 to 20 cases at a time

$4850 per share, which was un- kerage busmess was a high pnonty be a lot of pam m the merger "
changed A third phase of the htigation is scheduled to commence this

for Aon, Mr Fitzgerald noted RBH Mr Mtller, the mvestment banker, week, during which lurors unll determine whether the three formerReliance, Hall and Aon officials failed in its 1990 bid to acquire Cor- agreed -Rolhns has been consoli- asbestos manufacturers are hable for punitive damagesall expressed satisfaction with the roon & Black Corp, and "there datmg over the last two years They
deal, pointing to the benehts it pro- aren't that many franchises of that know how to do it"
vides each company mvolved land around anymore Frank B Hall Hall's Mr Bell also maintained Briefly noted

The sale also drew generally posi- was one of the last that was left that the RBH and Hall operations Standard & Poor's Corp Fnday downgraded the claims-payingtive reactions from analysts and "If you want to expand quickly, operlap httle around the world and ability of the Liberty Mutual Intercompany Pool and its affi-
other Industry observers Some ob- this sort of purchase may have been will present few problems m the liated companies to AA from AA + Lloyd's of London hasservers, however, questioned the only way to do it,"he said merger
whether Aon paid too much for Hall begun legal action against at least nlne members lt says failed to

And for Rehance, "the fact that The two firms' U S ofhces have meet obllgations to the Central Fund dating back to the 1988 un-and polnted to the huge challenge they got this off the book and freed complementary strengths and derwriting year, which closed at the end of 1990 Altogether,Aon faces in stabillzing Hall's oper- up some capital" was a wise deci- weaknesses, he said Overseas, Hall Lloyd's is pursuing claims agamst 159 members who owe a total ofations and mtegrating the two com- mon, he said "From Reliance's per- has a strong presence in Denmark, 16 5 million pounds ($31 6 milhon at current exchange rates) to the
panies' North Amencan and over- spective, it's a very, very positive Sweden and Norway-where Hudg Central Fund The Pension Benefit Guaranty Corp lS takingseas operations step " is relatively weak-but has only a

"We think it is a very unique over a massively underfunded pension plan sponsored by Un-
Hall shares had represented 46 3% correspondent relationship m Ger- iroyal Plastics Co Inc, a unit of Sarasota, Fla -based Jesup Groupopportunity to expand," Mr Ryan of Reliance Insurance Co's year-end many, where Hudig has its own op- Inc The plan, covering 5,300 participants, has Just $75 million msaid "It's a very strong strategic fit, 1991 surplus of $841 milhon This erations, he added assets and $164 milhon in habilities, according to the PBGC Un-and the financial terms were very was one of the concerns Marsh & Meanwhile, Mr Ryan also down-

fair for both companies" iroyal Plastic's pension is the eighth-largest underfunded plan ter-
McLennan Cos Inc recently raised played the difficulties Hall's bro- mmation, according to a PBGC spokeswoman In its latest salvo,

The acquisibon wlll double RBH's m a letter to its chents regarding Re- kerage operations have faced m re-
North American retail brokerage hance's finances (BI, June 22) a new report by the Alhance of American Insurers contends that

cent months

business and triple its benefit con- eight of 22 state-sponsored workers compensation funds are
The deal should also prove a good Former Hall officials and others

sultmg business, he said msolvent The Alhance is among several cntics of state comp funds
one for Aon, several analysts agree, say the broker has lost key pro- (BI, Sept 16, 1991) However, a state fund spokesman disagrees,It also wlll provide RBH with a though they differ on whether $475 ducers and several large accounts in adding that there lS nO Crlsis because the funds are designed tostronger presence in the United million was too much to pay for recent months and that new bum-

Kingdom, Europe, the Far East, Hall operate with less of a cushion than commercial workers comp m-
ness production in Hall's offices had

Mexico and South America, he surers The Mssissippi Department of Insurance has approved a
"Hall has got a large premium slowed to a crawl

added 13% increase in workers comp premium rates for the voluntary
income but unfortunately lt doesn't Among other things, Hall has re- market and a 30% increase in rates for the assigned risk plan,"For the combmed operations, the make a large enough proht, sO it cently lost several of its aviation effective Sept 1 The National Council on Compensation Insuranceopportunity is absolutely incredl- looks like Aon has paid quite a high brokens to Marsh & McLennan Cos had sought an overall mcrease of 28 1% The New Jersey Assem-ble," said Donald A Bell, Hall's pnce for it at $475 milhon," said Inc and Wnlis Corroon PLC, and bly unanimously approved the priority creditors bill that placeschairman and chief executive offi- Roman Cizdyn, an msurance analyst has lost business from chents hke

cer policyholders ahead of general creditors m the rehabilitation of
at stockbroker Smith Newcourt in Eastman Kodak Co, Amway Corp

The RBH and Hall operations fit London Mutual Benefit Life Insurance Co. Gov James Flono is expected
and the Trump Organization

"like two hands coming together, this week to sign the bill, which the state Senate passed m June (BI,
Although the dust wlll have to Mr Ryan maintained that Hall's June 22) Mutual Benefit's rehabilitators will then file for courtsaid Mr Bell, who will be joining settle before a detailed analysis of personnel and business losses have approval of a seven-year bailout plan to guarantee policyhold-the merged company in a senior ex- the deal will be possible, the pnce not been much worse than other ers the full value of their contracts AUS District Court Judgeecutive capacity yet to be deter- looks high, agreed Alan Nichols, an brokers', but that Hall's problems

mined has ruled that Flonda's fee caps on health care providers are
insurance analyst at James Capel & have been highhghted

Reliance Chairman Saul P Stein- Co Ltd in London, who earher this unconstitutional The caps applled to some physicians but not to
"We have all had lost busmess, hospitals The Occupational Safety and Health Administrationberg said in a statement that he lS year put a price tag of $250 milhon but they have had a spothght on

pleased "that Hall (ls) being ac- on Hall has asked the 11th U S Circuit of Appeals to give it until Aug 28 to
their lost busmess," Mr Ryan main-

quired by a strategic buyer with a decide whether to seek a reheanng on the court's decision to void
A New York analyst, however, tained

keen Interest m building on Hall's said Aon "is gettmg a pretty fair exposure standards for more than 400 toxic substances (BI,
"Becoming part of Aon Mll help July 20) The court ruled on July 7 that OSHA's standards were not

long-established reputation in the deal" acquinng Hall at one times them a lot in many ways, in terms of
Industry " backed by sufficient research on exposure levels and ef-

its 1991 revenues

RBH, the world's sixth-largest havmg the financial strength of Aon fects Ronald J. Taylor has loined reinsurance intern@diary
"In terms of entical mass, it cata- and the joint capabihties of the two G J Sulhvan Co as president He succeeds Jack Sullivan Jr, whobroker, recorded $526 million in pults them into the top group of companies," Mr Ryan predicted Rnll remam with the firm as semor vp S&P cited the negativegross revenues last year, Including world brokers," said another analyst Mr Bell denied that Hall's new impact of workers compensation results on the insurer's businessthe revenues of Hudig-Langeveldt who asked not to be named "If Pat business production has suffered m insurance profitability Net income for financial guarantee in-

Group bv, the Dutch broker Aon Ryan can stabilize the situation and recent months, though he declined surers rose 41% to $448 5 milhon m 1991, reports the Assn ofacquired in 1991 retain revenue, he w111 have pulled ' to provide specifics Financial Guaranty Insurers
Hall, the world's seventh-largest off something" Cont:nued on next page



Business Insurance, July 27, 1992 / 47

Hall acquisition Hall and ltS D&0 insurer agreed m 1989 to which originally expired ln 1994, was ex-
pay $48 milhon to settle the suit, along with tended last year Bi Insurance Index

Contmued from previous page two others filed by insurers ceding business to Rehance contmued to mcrease its ownership
"We have picked up some real mee busmess Union Indemnity and state guaranty funds m Hall and promised to contmue to support 810

during this penod when we've had the for sale seeking to recover losses (BI, June 5, 1989) the brokerage However, Reliance announced
sign up," he said Meanwhile, Hall paid $146 milhon to settle m March, when it reported its 1991 financial 790

He added that while Hall brokers have a suit filed by Omaha Indemnity Co, which results, that it was putting Hall on the block
struggled with the firm's problems in the past, charged that Hall reinsurance brokerage unlts Rehance said at the time that it was an op- 770

the acquisition offers a new begmning "They breached hduciary duties on programs wntten portune time--before the property/casualty m-
have gotten so used to running uphill they through an Omaha Indemnity MGA and rein- surance market hardened-to sell Hall (BI, 750

don't know what it'S like to run on a level sured by Umon Indemnity (BI, Dec 7,1987) March 30) However, the Securities and Ex-
playmg field They'll probably fall over " Trouble has lurked even m Hall's core bro- change Comnussion forced Rehance to consoll- 730

Whlle Mr Bell last year msisted that a "re- kerage operation, known for its creativity date Hall's results with Reliance, until the
naissance" had begun at Hall, the mid- to That creativity produced a costly embar- year-end 1990 results, Hall's result were re- 710

late-1980s were the broker's Dark Ages rassment m the early 19805 when it placed ported separately from Rehance's even though
Mired m legal troubles and with manage- back-dated habillty coverage for MGM Grand Reliance for years had held a majority stake m

ment m turmoll, the brokerage has managed to Hotels Inc after a 1980 fire killed 85 people the brokerage
turn a profit only once since 1983-and that and miured 591 at MGM's Las Vegas hotel For RBH and Aon, the acquisition of Hall- 670

was a slender $42 milhon net gain m 1990 The qulck settlement of fire victims' claims and its Bntish subsidiary Leshe & Godwin-is
Over that penod, its net losses easily exceeded triggered a coverage dispute that ended m the second step taken m less than a year to e2222
$400 milhon MGM sumg Hall and one of ltS underwriting move RBH into the ranks of the world's truly Base - 100 on Dec 29,1978

Things did not look bad for Hall m the early units, Union International Insurance Co, global brokerages source Nordby International Inc
1980s In 1982, the brokerage was the world's along with more than 30 other insurers part- RBH last year paid about $200 milhon to
third-largest, its gross premium volume ex- cipatlng on the program acquire Hudig-Langeveldt, which at the time Insurance industry stocks remained flat last

ceeded only by M&M and Alexander & Alex- A $75 9 milhon settlement of the suit in 1985 was the world's 14th-largest broker and the week as the Business /nsurance Index rose

ander Sennces Inc cost Hall and Umon International $36 mill=, largest based m continental Europe 0.2 points to 800.9 on July 24 from 800.7 on

But Hall spent much of the rest of the dec- in addition to $115 milhon in claims that Hudg added substantially to RBH's revenue July 17. Advancing issues for the week were led

ade m a recumng exercise m damage control Union had already paid to MGM base Without Hudig RBH generated revenues
by Lawrence Insurance Group, up 15.2%; Gain-

Flrst came Hall's disastrous 1981 takeover of sco Inc., up 9.5%; and Reliance Group Hold-As losses mounted and legal quagnures dee- of $399 9 milhon in 1991 However, RBH's
Jartran Inc, a truck leasing firm

Ags, up 7.9%. Declining issues for the week
pened, there was turmoil at Hall headquartens 1991 revenues rose to $526 milhon if full-year followed Frank B. Hall, down 23.3%; Chandler

While Hall said it acquired Jartran to gen- m Bnarchff Manor, N Y results from Hudig are included Insurance, down 10.0%; and Mutual Risk Man-
erate tax losses, the acquisition was widely The first casualty Albert Tahmoush, the RBH's pretax Income fell 7 9% in 1991 to agement Ltd., down 7.9%. The most active
seen as Hall's defens@ agamst a takeover threat chairman, president and CEO who ran the $33 7 milhon from $366 milhon, not includmg issue was U.S. Healthcare, 3.3 million shares
from Jartran competitor Ryder System Inc brokerage until August 1985 Blamed for the any of Hudlg's operations However, RBH's traded. The 8/ Index was up 0.03%; the NYSE

That takeover never materialized, with Jartran debacle and other problems, he was pretax income would have risen 49% last Composite was down 1.0%; the Standard &
Ryder later sellmg ltS shares m Hall to Re- forced out by the Hall board year if not for a non-recurring charge of $47 Poor's 500 fell 1.0%; and the Dow Jones 30
liance But Jartran, operating under bank- Replacmg him were John H McCaffrey, who milhon for the consohdation of ofhces Industrials dropped 1.4%.
ruptcy protection for most of the time Hall became chairman and CEO, and Peter J Aon does not break out net Income for RBH
owned it, produced $110 milhon m pretax Pruitt, who was named president They faced Late Fnday, Moody's Investors Service Inc British Issues
losses before Hall disposed of it in 1985 two challenges revitalizing a brokerage in the placed Aon's Al senior debt and a2 preferred

Then, some Hall underwntmg operations mdst of a disastrous year-the net 1985 loss stock rating under review for possible down- 1 Week

turned mto nightmares July 23was $190 5 milhon-and working with Mr grade in light of the Hall acquisition Price P/E Div Yield High-Low

• Global Surplus Insurance Services Inc, Steinberg, who had purchased a 10% stake m Hall, meanwhile, reported a 1991 net loss of
Companies pence pence % pence pence

which acted as a managing general agent for Hall two years earher and was gradually ac- $25 6 milhon, compared with a $42 milhon
Comml Union 427 NMI 31 5 74 436-422
Gent Accident

Protective National Insurance Co
369 N/M 357 97 388-369

cumulatmg shares and authortty profit m 1990 Included m the loss was a $154 Gdn Royal Exch 121 N/M 100 83 133-121
Protective National sued Hall for breaching Mr McCaffrey resigned m 1987, and Mr milhon fourth-quarter charge resulting from Royal 181 14/M 150 83 190-181

its duties as an MGA, 1ncludmg failmg to no- Steinberg assumed control Mr -Pruitt iS Stlll the "downsizing" of some operations Sun Alliance 242 N/M 190 79 244-238

Wy reinsurers of claims Hall agreed m 1986 to Hall's president Mr McCaffrey, iromcally, is The acquisition is expected to be closed in Brokers

pay $45 milhon to settle the htigation vice chairman of RBH the fourth quarter, pending shareholder and Bradstock 120 135 63 53 121-120

• Unlon Indemmty Insurance Co of New CE HeathAfter serving as Hall chairman for two regulatory approval Bear, Stearns & Co acted 317 183 345 109 324-317

York, a Hall underwriting unit that was de- years, Mr Stemberg in 1989 stepped back and as Hall's financial adviser, Lazard Freres & Hogg Group 138 83 109 79 146-138

elared Insolvent by $1385 milhon and ordered hired a new chairman and CEO Mr Bell, who Co advised Aon
JIB Group 138 101 100 72 146--138

hquidated in 1985 (BI, July 22, 1985)
Uoyd Thompson 190 190 60 31 203-190

had been A&A Inc's semor vp and Eastern . Lowndes Lmbrt 272 105 168 62 287-272

The New York Insurance Department sued regional manager Contnbuting to thts story were BI sta#ers PWS Holdings 39 43 53 136 41--39

Hall and dozens of ltS afhliates, directors and Mr Bell has an employment contract with Stacy Shapiro and Gavin Souter m London, Sedgwick Grp 163 12 7 160 98 167-160

officers in 1987, charging that Hall "abused" Hall through 1996 under which he is guaran- Laura Mazzuca and nmothy Stanton m Cht- Steel Brrl Jones 205 102 177 86 219-205

Union Indemnity to benefit its brokerage oper- teed an annual base salary of $750,000 and cago, Joanne Wojetk in Los Angeles, and Et-
Willis Corroon 207 131 176 85 207-201

ations (BI, March 16, 1987) quarterly bonuses of $250,000 The contract, teen P Gunn m New York Source Phmp Olsen. Insurance Industry Analyst, London

B Industry Stock Report
JULY 20,1992 THROUGH JULY 24,1992

Weekly Year to Date Annual Mkl/Bk Weekly Year to Date Annual MktiBk

BROKERS Pnce % change % charge High Low Vol (000) $ Div % Yield P/E Book value value Price % change % change High Low Vol (000) $ Div % Yield P/E Book value value

Alexander & Alexander NYS 2238 272 9.15 2338 1800 78 1 00 4.47 140 13.10 171 Mutual Risk Mgmt Ud NYS 2638 786 2491 37.75 21.13 37 0.12 045 18

, Gallagher Arthur J & Co NYS 2438 250 894 2525 1900 119 064 2.63 19 588 4 15 NACRe Corp OTC 2788 136 1151 33.00 2175 174 0.16 0.57 13 1890 1.47

Frank 8 Hatl NYS 288 2333 3235 550 288 806 000 000 2 195 1 47 National Re Holdings Corp NYS 1875 417 N/A 23.63 1700 84 012 064 10 N/A N/A

Hilb Rogal & Hamilton NYS 1250 2.91 566 1550 1100 56 040 3.20 20 356 351 Navigators Group OTC 3325 221 18 90 48 25 29.50 18 000 0.00 19 1352 246

Marsh & Mclennan NYS 77.75 143 4 45 83.75 70 00 379 268 345 18 2800 2.78 Nobel Insurance LTD OTC 488 1.28 21 88 6.00 3.38 105 000 000 3 7.76 0.63

Poe & Associates OTC 1250 196 417 1600 1100 39 040 320 16 2.82 443 NWNL Companies NYS 4088 -09; 31.33 41.75 18 63 195 148 362 12 6265 065
BROKERS AVERAGE 58 34 24 30 Ohio Casualty Corp OTC 5750 268 16.16 58.25 4350 159 268 4.66 9 1800 3.19

CONGLOMERATES & HOLDING COMPANIES
Old Republic Int I NYS 1963 1.88 10.56 2250 14 88 195 040 204 7 3309 059

Orion Capital Corp NYS 36.13 0.00 14 23 3688 27.25 49 092 2.55 6 4350 0.83

Berkley W R Corp OTC 3500 036 14.75 3625 2350 263 0.36 1.03 12 3695 095 Phoenix RE Corp OTC 1200 323 1429 1200 850 28 020 1.67 29 13.30 090

Berkshire Hathaway Inc NYS 915000 000 1 10 915000 25469 0 000 000 29 7270 00 126 Provident ble OTC 2500 471 753 2500 1800 327 1.00 4.00 11 3950 063

ITT (Harttord Group) NYS 6500 0.39 1255 7063 5000 943 184 283' 11 11205 058 Re Capital Com ASE 1300 0.97 957 1750 1250 15 0.24 185 13 1505 0.86

Sears (Atlstate) NYS 3800 318 033 48.00 3250 2166 200 526 10 3450 1 10 Reliance Group Holdings NYS 5.13 7.89 2424 588 3.50 270 032 624 3 640 080

CONGLOMERATES AVERAGE 08 72 23 16 RU Insurance Corp NYS 2025 182 2273 21.25 11.88 7 0 48 2.37 9 1441 141

St Paul Companies NYS 7275 4.75 017 8075 57.13 626

INSURERS/REINSURERS
2.72 3.74 7 86.60 084

SAFECO Corp OTC 4875 176 000 5250 3550 766 164 336 12 5165 094

SCOR U S Corp NYS 1638 224
AEGON N V

650 1888 13.13
NYS 3600

2 028 171 9 11.19 146
400 286 37 75 27 38 33 1.14 3.17 7 N/A N/A

Se,bels Bruce Group OTC 600 2.13 909 8.75 400 68 036 600 3 1060 0.57
Aetna Life & Casualty NYS 4325 117 170 47 00 31.88 688 276 638 8 8760 0.49

Selective Ins Group OTC 2250 3 45
Allied Group Inc OTC

3433 2250 1500 47 1.12 4.98 9 3075 073
2525 288 4853 2625 1625 173 0 64 2.53 9 1985 1.27

Statesman Group Inc OTC 775 333 34.78 7.75 4.13 1032
American General NYS

000 000 4 2.48 313
4863 077 9.27 5000 38.13 509 208 428 11 6000 081

Toiuo Manie & Fire OTC 3900 659 24.27 5525 3225 21 000 000 7093 055
American Hentage Life Ins NYS 3050 279 041 3225 2006 7 084 2.75 15 14/A N/A

Torchmark Corp NYS 6925 -0.36 1965
American Indemnity/Fin I

6950 47.75 164 1.60 231 14 4095 169
OTC 600 400 2632 925 450 1 008 133 5 1293 046

Transamerica NYS 45.13 140 1317 46 75 32.13 1051 200 443 30 5500 082
Arnerican International NYS 92.75 000 5.72 9938 7863 1731 056 060 12 9930 0.93

Transatlantic Holdings NYS 35.13 524 965 3963 29.00 173 024 068 11 1838 191
Aon Corp NYS 4550 594 1483 49 75 34.75 732 168 3.69 12 3970 115

Travelers Corp NYS 2250 227 405 2375 1725 1300 1.60 7.11 9 59.00 038
Argonaut Group OTC 2725 046 14.74 30 25 21.75 10 084 308 8 20.96 130

Trenwick Group Inc OTC 2975 0.00 439 3075 2300 8 072 2.42 11 2171 137AVEMCO Corp NYS 2463 296 150 2800 2000 114 0.40 1.62 24 955 258
United Fire & Casualty OTC 40.25 387 34.17 41.34 28 00 1 100 2.48 11 3539 114

Baldwin & Lyons Inc OTC 31.00 5.08 2039 31.75 22 75 1 028 090 8 2429 128

Beivedere Corp ASE
Unitrin OTC 3625 175 1.40 3850 3100 978 1.00 2.76 13 3723 0.97

6.13 000 8846 625 288 0 004 065 17 765 080
UNUM Corp NYS 41 88 090 340 4400 2881 389 0 64 153 13 37.70 111

Chandler Insurance OTC 563 1000 7308 763 2.13 46 000 000 51 595 095

Chubb Corp NYS
U S Facilities OTC 1050 370 2941 1900 863 165 000 0.00 7

74.13 150 373 78.00 60 75 791 1.60 2.16 12 7295 102

CIGNA Corp NYS
USF&G Corp NYS 1400 090 93.10 1500 563 1273 020 143 9 1230 114

5400 1 41 11.66 61 75 41.25 574 304 563 11 11715 046
USLICO Corp NYS 1725 548 676 2075 1700 36 100 5.80 14 3315 052

CNA Financial Corp NYS 8850 100 969 104 50 76 25 31 000 0.00 9 7023 126
USLIFE Corp NYS 50.13 1.23 470 52.50 3850 206 168 3.35 10 8455 059

Continental Corp NYS 31.88 192 1538 3288 2325 365 260 8.16 27 4000 080
Wasfungton National NYS 21.75 058 3701 21 75 1350 53 108 497 38 3350 065EXEL Ltd NYS 3825 129 200 4025 2738 446 092 2 41 8 N/A N/A
Zenith National Ins NYS 1750 2.78 370 1950 13.75 7 100 5.71 8 13.14 133

Fund American Corp NYS 6788 -073 2.86 7050 6250 129 068 100 18 3611 1.88
INSURERSREINSURERS AVERAGE 00 103 31 124

Fremont General Corp OTC 2425 1.04 451 2600 1700 63 1.00 4.12 6 45.55 053

Froniter Insurance Group NYS 3463 036 2824 3763 1991 33 056 162 13 2665 1 30 HEALTH MAINTENANCE ORGANIZATIONS
Gainsco Inc ASE 18 75 9.49 3393 1875 1025 154 004 021 21 337 556

General RE Corp NYS 8438 075 1718 104.75 77 50 945 1.80 2.13 11 7865 107 FHP International OTC 1713 379 2018 27.00 9.88 861 000 000 16 1550 110

Guaranty National Corp NYS 16.25 000 1207 1700 1263 29 0.48 2.95 11 N/A 14/A HMO America Inc OTC 1250 2.91 25.37 2488 963 372 000 000 13 061 20.49

Hanover Insurance Co) OTC 3700 1.99 3.50 42 75 27.13 349 044 1.19 10 3744 0 99 Pacilicare Health Sys OTC 2850 459 2785 31.25 10.75 387 000 000 20 28.25 101

Harteys.Ile Group OTC 2200 353 353 2325 1675 158 064 291 9 2299 096 Safeguard Health Enter OTC 825 2.94 1200 14.75 550 142 000 000 12 353 234

Hartford Steam Boiler NYS 5375 359 652 58 75 4513 35 200 372 16 35 50 1 51 Nerra Health Services ASE 2050 380 1081 27 50 12 38 110 000 000 11 178 11.52

Kemper Corp NYS 26.13 095 31.48 46.13 2325 298 092 352 7 5000 0 52 United Healthcare Corp NYS 9050 169 21.48 9463 40.25 583 003 003 35 43.60 208

Lawrence Insurance Group ASE 950 1515 14 61 11.13 700 17 048 505 22 4.71 2 02 United Medical Corp ASE 738 484 536 8.75 588 8 020 2 71 28 8.79 084

Liberty Corp NYS 31.13 235 4068 3288 1950 64 048 154 14 2935 106 U S Healthcare OTC 5438 023 31.02 57.75 2125 3287 0 56 1.03 24 20.55 265

Lincoln National NYS 63.13 000 1530 64 00 45 38 226 292 463 11 8100 078
HMOs AVERAGE 04 30 05 20

Markel Corp OTC 2550 286 1591 2825 1750 46 000 000 7 1559 164
ALL COMPANIES AVERAGE 15 43 27 15

System design-Nordby Intemational Inc
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