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Silicon Graphics shareholders

to appeal fraud suit dismissal

SAN FRANCISCO-AN attorney for the
plaintiffs in one of the first lawsuits filed under

a 1995 secuirities litigation reform law plans to
appeal a federal judge's dismissal of the suit.

U.S. District Judge Fern Smith of San
Francisco last month dismissed a class-action
securities fraud suit brought against Silicon
Graphics Inc. of Mountain View, Calif., holding

that the plaintiffs failed to meet a standard
of "a strong inference of knowing or inten-
tional misconduct” to prove Silicon Graphics

Entire contents copyright 1997 by

Crain Communications Inc. Allrights reserved

had defrauded investors, a charge the software

See Updates on net page

State to study Taking product liability to task

Reform advocates await word on administration panel

comp losses,
drug test data

By MEG FLETCHER

A Tennessee initiative may help stem criticism of
state laws that promote drug-free workplaces by al-
lowing workers compensation insurers to give premi-
um credits to employers that screen for drugs.

The drug-free workplace laws, which more states
are considering, have drawn criticism that there is lit-
tle credible data to demonstrate how much the mostly
voluntary drug-screening programs help control loss-
es or to justify the average 5 % premium credit.

Tennessee, however, may be on to an approach that
could help solve those problems, according to ob-
servers of the state's initiative.

The Tennessee program links an employer's report-
ing of basic drug-test program information with its
workers comp loss data. That approach could yield
more credible data about the impact of drug-free

_ workplace programs that will help employers and
state authorities.

Some insurance organizations, though, remain
skeptical of the appropriateness of the premium cred-
its.

"We simply don't know what works and what does-
n't," said Keith Lessener, vp-safety and environment
with the Alliance of American Insurers in Schaum-
burg, Ill.

"It's an open question whether the cost savings
from drug-free workplaces will justify the premium
credits granted," agreed a spokesman for the Nation-
al Council on Compensation Insurance in Boca Raton,
Fla.

Preliminary results from a Florida program indieat-
ed about a 5% reduction in average incurred losses as
a result of a similar program.

However, determining statistically appropriate pre-

See Drugs on page 27

Drug testing may
save dollars

Testing and other measures to maintain drug-free
workplaces may net employers workers
compensation premium credits in eight states

Source: The Alliance of American Insurers
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By MARK A. HOFMANN

WASHINGTON-The possibility O
that the White House is creating a task 2
force to negotiate product liability re- 2
form Iegislation is winning high marks ;i
from reform advocates.

Washington business circles were 3
abuzz with unofficial reports last W
week that a task force-supposedly to 2
be headed by Bruce Lindsey, one of i
President Clinton's closest advisers-
was being formed to negotiate with
congressional supporters of product
liability reform. The task force sup-
posedly also would include represen-
tatives of the Commerce and Justice
departments, as well as the Small
Business Administration.

A White House spokeswoman could

not confirm
that a formal
task force had
been named,
and noted that
Mr. Lindsey
was not in the
office last
week. She did
confirm, how-
ever, that prod-
President Clinton uct liability re-
form was being
discussed in the administration.

"Staff here and from various agen-
cies are continuing to talk about ways
to address the president's desige to re-
form product liability law while still
maintaining that level of consumer
protection that he's expressed concern

about in the past. It's the kind of thing
that we routinely talk to agencies
about on a variety of issues; it's a com-
mon practice,” the spokeswoman said.

Pro-reform forces are enthusiasti-
cally greeting the creation of even an
informal group to negotiate a solution
to the long-running issue of product
liability reform.

"It's a very positive step forward.
The faster we get to the negotiating
table, the better off we'll be,"” said Pat
Rowland, executive director of the Ar-
lington, Va.-based Product Liability
Coordinating Committee.

The PLCC issued a statement last
week saying it is "encouraged by Pres-
ident Clinton's action and (thinks) it is
a step toward fulfilling his promise in

See Task force on page 31

Lloyd 's profits top £1 billion
due to diminished reserving

By SARAH GODDARD

LONDON-LIoyd's of London earned record profits for
1994, unburdened by the need to make significant additions
to reserves.

Risk managers generally welcomed Lloyd's profitability,
saying it will enhance stability in a much-needed market.

Lloyd's on Friday reported record profits of £1.1 billion
($1.88 billion) for the 1994 underwriting year, which closed
Dec. 31, 1996, under the market's three-year accounting
system. That's a nearly fivefold gain over 1993 profits of
£225 million ($349.4 million) (BI, July 15, 1996). The 1993
profit was the market's first black ink after a five-year
string of losses that totaled nearly £8 billion ($12.56 bil-

Lloyd's strength continues

Lloyd's of London posts record profits for 1994*
(in millions of pounds)
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Lloyd's Chief Executive Ron Sandler described the result

as "extremely satisfying."

Before adjustments to reserves, Lloyd's underwriting

profit for 1994 was £1.01 billion ($1.73 bi
from £1.08 billion ($1.68 billion) for 1993.
fleet members' expenses.

Members' expenses, which include the

-500

-1,000

llion), down 6.5%
Those figures re- -1,500

1.5% special con- -2,000

tribution to the market's reconstruction and renewal plan

as well as agents' profit commissions, totaled £654 million

See Lloyd's on page 4

Source: Uoyd's of London

Profits before members' expenses

GRAPHIC BY ADAM DOI

Ambiguity voids arbitration clause

By DAVE LENCKUS

SALT LAKE CITY-Policyholder
attorneys hope Lloyd's of London un-
derwriters will clarify conflicting pol-
icy clauses for resolving coverage dis-
putes now that a federal court has or-
dered the underwriters to resolve one
dispute in a U.S. court.

Even if Lloyd's does not clarify the
policy language, the decision shows
other courts that the policy is subject
to more than one reasonable interpre-
tation, policyholder attorneys said.
That smacks of ambiguous policy lan-
guage, and many courts resolve dis-

putes over unclear language in favor
of policyholders, they noted.

A Salt Lake City federal court judge
on May 6 barred a group of Lloyd's
underwriters from sending a $3.7 mil-
lion coverage dispute to England for
arbitration, even though the policy at
issue contains a mandatory arbitra-
tion clause. The court blocked the un-
derwriters' efforts because the policy
also includes a provision-known as
the service-of-suit clause-that sub-
jects Lloyd's underwriters to U.S.
court jurisdiction if the underwriters

fail to pay any amount that "the as-
sured"” claims it is owed.

Policyholder attorneys offer widely
varying estimates on how often
Lloyd's underwriters have used the
two clauses together within different
types of policies, including primary
and excess general liability policies.
They do agree that the likelihood of
the provisions appearing together in-
creases with policies written since the
late 1980s.

The Salt Lake City case centered on
the conflicting provisions included in
a project cancellation policy that EER
Systems Corp. of Vienna, Va., pur-

chased from Lloyd's underwriters in
See Arbitration on page 30
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Shareholder suit to be appealed

Contznued from previous page
company denied The suit, filed in January 1996, sought unspeci-
fied damages from Silicon Graphics for allegedly making false
statements about revenue growth

Patrick Coughlin, a partner in the San Diego office of Milberg,
Weiss, Bershad, Hunes & Lerach, confirmed that the ruling will
be appealed

Silicon Graphics attorney Bruce VVanlo, a partner in the Palo
Alto, Calif, law firm Wilson, Sonsini, Goodrich & Rosati, said the
ruling was the first major decision under the 1995 Private Securi-
ties Litigation Reform Act

The law, enacted in an override of President Clinton's veto, is
intended to reduce the incidence of frivolous lawsuits in securities
cases Another bill was introduced last month to block attempts
to circumvent the federal act by filing actions in state courts (BI,
May 26)

ISO to acquire AISG

NEW YORK-The Insurance Services Office Inc plans to
broaden its services to include claims data by acquiring the New
York-based American Insurance Sennces Group Inc

ISO has reached an understanding with AISG's owner, the
American Insurance Assn in Washington, and hopes to finalize
the acquisition probably in late fall, said an ISO spokesman in
New York

However, the transaction is subject to ISO completing several
steps, including a due-diligence analysis of AISG's operations and
assets, discussions with AISG's subscribers, as well as negotiation
and execution of a definitive agreement approved by the AISG
board of directors

The price of the acquisition and other specific terms are not be-
ing disclosed, the ISO spokesman said

Plans are for ISO to absorb AISG's 125 employees as well as its
property and liability claims information and technical advisory

AISG operates two primary databases an integrated all-claims
database used in 17,000 claims offices to resolve claims and deter-
mine claims-filing patterns, and a claims database underwriters
use to evaluate risk

AISG provides its services to more than 3,800 companies, in-
cluding insurers, self-insurers, third-party administrators and
state workers compensation funds

AISG's Property Claim Services division is the leading source of
claims data for catastrophes

CGL exclusion is clear: Idaho

TWIN FALLS, Idaho-The phrase "sudden and accidental" in
the standard pollution exclusion is unambiguous, the Idaho
Supreme Court has ruled

Conbnuing a recent trend among state supreme courts, the Ida-
ho court said, "It is not reasonable to interpret 'sudden’ to include
an event that occurs over anything other than a short period of
time

The court also ruled that accidental means "an event that is un-
usual and not expected "

In North Paciftc Insurance Co vs. Mai, the dispute centered on
a Superfund site for which the Environmental Protection Agency
had deemed Leshe Mai a potentially responsible party

As the owner and operator of the Grease Monkey & Bengal Car
Wash in Pocatello, Idaho, Mr Mai had used Ekotek Inc between
1984 and 1987 to transport more than 33,000 gallons of waste oil
to its reclamation and reprocessing facility in Salt Lake City In
1988, the EPA began remediating the Salt Lake City site

After Mr Mai was informed he was a PRP, he turned to his in-
surer, North Pacific, for coverage

North Pacific, a unit of General Accident Corp of America,
sought summary Judgment denying coverage, citing the pollution
exclusion in the policy

The state supreme court said It did not have enough facts to
grant summary judgment, but it did rile that the pollution exclu-
mon was unambiguous The case now will go back to a trial court

"In the past five months alone, four state supreme courts have
joined the ranks of courts finding that the word 'sudden’ con-
tained in the pollution exclusion is unambiguous and contains a
temporal element,” said Thomas W Brunner, a partner at Wiley,
Rein & Fielding in Washington, which is counsel to the Insurance
Environmental Litigation Assn The other three states are New
York, Utah and Wyoming, bringing to 14 the total of state
supreme courts that have found the "sudden and accidental" pol-
lution exclusion unambiguous

IRI strengthens management

HARTFORD, Conn -Industrial Risk Insurers is expanding its
management ranks to make the highly protected risk insurer more
apl)eallng to large policyholders

With the creation of the new positions of chief operating officer
and chief financial officer, the Hartford, Conn -based HPR insur-
ance pool will be better equipped to attract new policyholders,
said Gail P Norstrom, president and chief executive officer of IRI

"We decided to specialize in larger, sophisticated insureds, so
we have expanded our senior management in terms of competen-
cies, skills and expenence,"” Mr Norstrom said

The COO and executive vp iS Kerras W Campbell, previously a
senior vp at Allendale Mutual Insurance Co

The CFO and senior vp is James F Casey, previously vp of cor-

See Updates on page 30

Primary beneficiaries
High retentions, low catastrophe losses aid reinsurer results

But, some quarter, reinsurers still feel the
1L, ,44 1. reinsurance impact of the soft market

observers

By JUDY GREENWALD
U S reinsurers continue to en- "The marketplace is fiercely
see signs of competitive, as everybody knows,
smaller re- but we are not optimistic that the

Joy respectable results, despite the - =

ongoing soft market's pressures

Higher retentions, combined
with a focus on excess-of-loss

I: Qtr_ tentions by marketplace will change in any
primary in- positive way,"said David Tritton,
rather than pro rata business,
continue to insulate reinsurers well as a move to write more pro derwriting and marketing for the
from any turbulence in the prima- rata business, which generates Western half of the country for
ry market, though both cedents more premium but ties reinsurers Princeton, N J -based American
and reinsurers benefited from the more closely to the fortunes of the Re Corp

first quarter's relatively low primary business The market "continues to be
catastrophe losses Despite good results in the

surers, as senior vp in charge of treaty un-

See Reinsurers on page 29

Negotiations continue as lawsuits loom

Tobacco Iiabili:ty talks ongoing

NEW YORK-State attorneys Negotiators are hopmg to craft a most policies in 1966 (Bl, March
general and the tobacco Industry settlement, which likely will need 31) As negotiations continue, a
are continuing settlement talks as congressional approval, before the class-action lawsuit scheduled for
the tmal date for the first of the first trial is scheduled to begin m trial this week w Dade County
states' suits against the cigarette Mississippi in early July Circuit Court seeks $5 billion on
manufacturers draws near A committee headed by Louisi- behalf of around 60,000 current

The negotiations are focising on ana Attorney General Richard ley- and former flight attendants who
tobacco companies' future nability oub has met to discuss whether to were exposed to secondhand
and how much they would pay to also pursue insurers of tobacco smoke while working
settle lawsuits related to treating companies to contribute to any The case differs from those
smoking-related ilinesses While settlement Mr leyoub named 100 brought on behalf of smokers, who
reports have put the settlement insurers m his state's lawsuit seek- tobacco companies have success-
amount at $300 billion to $400 bil- ing to recover the costs of treating fully argued assented to the risks
lion, an attorney involved in the smoking-related illnesses Insur- of smoking because they were
talks recently said such figures ers, though, deny liability for aware of warnings on cigarette
were not yet on the table (Bl, May smoking claims, citing a tobacco- packages
12) liability exclusion developed for

MGA market conduct

-By Michael Bradford

Directory
deadline -

important: Speaker

By JOANNE WOJCIK for brokers

Separately, James Ryan, 1997-
1998 president of the AAMGA

KONA, Hawaii-Market con- and president of Market Finders
duet is the issue of the decade for Insurance Corp of Louisville, Ky,
managing general agents-espe- also observed that "market con-
cially as long as the soft market duet definitely is a serious prob-
lem today "

However, Mr Ryan believes

The deadline is nearing for
companies to return ques-
tionnaires to be listed in the
26th annual Business Insur-
continues ance directory of agents and
While the unscrupulous conduct brokers
of agents and brokers selling life market conduct IS a bigger prob-
insurance may have grabbed lem for insurance companies than

headlines so far, market conduct wholesalers, especially AAMGA

AAMGA®

The directory will be pub-
lished in the July 21 issue

To qualify, agents and
brokers must deal directly
"It would be impossible for any-

one who follows our code of ethics

with corporate or institu-
tional policyholders and
generate at least $500,000 in
gross revenues from com-

mercial retail brokerage in-
surance business

to intentionally violate market
conduct,” Mr Ryan asserted dur-
ing a roundtable discussion held
should be a concern of those deal- during the AAMGA's annual
ing in property/casualty lines as meeting May 18-22 in Kona,
well, said Bill Marcoux, legisla- Hawaii
In fact, the association's bylaws
Assn of Managing General recently were strengthened to re-
Agents quire recertification if there's a
"1 urge you all to study your op- malority change of ownership in
erations carefully,” Mr Marcoux, an MGA, pointed out Charles T

an attorney with LeBoeuf, Lamb, Deering, Immediate past pres-
Greene & MacRae in San Francis- dent of the AAMGA

If your company has not
received a questionnaire,
please request one immedi-
ately by calling Directory
Editor Sandra Budde at
312-649-5279

tive counsel for the American

There is no charge to be
listed in Bl directories, com-
panies need only complete
co, said during a conference ses- While so far no member of the
mon "Make sure you document association has been "booted,"” the
what you're doing This is not Just board has asked at least one mem-
a life insurance issue " See Conduct on page 19

and return a questionnaire

by the extended deadline of
June 20
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Tips to cut premiums
are all part of the plan

By RODD ZOLKOS

ALBUQUERQUE, N.M.-Careful planning, analy-
sis and negotiations during renewals can produce in-

ers efficiently, which may include reducing the num-

ber of companies on a risk; obtaining specimen poli-

improvements.

cies; and analyzing quotes and negotiating coverage

surance premiums below those that comparable enti- "l think it's a good idea to start with a planning

ties pay, one risk management consul-

tant suggests.

Steven P. Kahn, a principal with Ad-
vanced Risk Management Techniques

Inc. of Lake Forest, Calif., detailed an

= Holding a planning meeting in advance of re-

newals.
- Setting specific goals.
- Setting a realistic schedule.

+» Reviewing the advantages of negotiation vs. bid-

ding.

= Selecting an insurance broker or brokers careful-

meeting," Mr. Kahn said. Those attend-

ing such a meeting should include the

risk manager, finance director, purchas-
ing manager, third-party administrator
and any "other people who are going to

have an effect on your renewal.”

The meeting should consider initial re-

newal objectives, such as coverage

changes, consideration of alternative

programs, such as self-insurance or enter-

ing or leaving a pool, improved broker service

or claims administration, or restructuring the

existing insurance program.

A planning meeting also should identify needed

data and how it will be collected, such as loss infor-

mation, property values, details of the safety and fire

protection program, exposure data and descriptions

of the claims-handling program.

Public risk managers were advised to consider any

Iy . particular programs the public entity offers thhat

Other tips are: providing brokers and insurers with
complete data, providing thorough coverage specifi-

cations and underwriting submissions; using insur-

Flex plan contributions
get a break from

HARRISBURG, Pa.-Employ-
ees in Pennsylvania no longer are
being taxed on contributions
made to flexible benefit plans to
cover their health care expenses
and premiums.

Legislation, H.B. 134, that was
signed into law last month by
Gov. Tom Ridge exempts contri-
butions to flexible benefit plans

from Pennsylvania's 2.8% state
income tax. The law is retroactive

to Jan. 1.

The new law will exempt from
state taxes several major types of
flexible plans. Those programs in-
clude:

* Premium conversion plans, in
which employees pay a portion of
a health insurance premium. The
change in law means those contri-
butions can be made with pre-tax
dollars. For example, if an em-
ployee made $50,000 in salary and
paid $1,000 toward a group health
insurance premium through a pre-
mium conversion plan, his or her

state taxable income would be
$49,000, the same amount it
would be for federal tax purposes.

- Flexible spending accounts. In
these plans, employees make con-
tributions to pay for expenses not
covered by a health care plan,

'The focus is to make

Pennsylvania more
friendly to do business
and invest in,' says

Peter McCormick.

such as those that fall under a de-
ductible or expenses such as den-
tal services that a health care plan
might not cover.

With the change in law, a $500
employee contribution, for exam-
ple, to a health care FSA would

reduce his or her taxable income

should be detailed to brokers and insurers. "If you
have a park district that has a karate program, if

See Renewal on page 12

tax bite

by $500.

- Flexible benefit plans that
give employees a choice of apply-
ing credits that can be used to
"purchase" benefits that are giv-
en certain values by employers or
cashed out.

Under the change in law, flexi-
ble credits used to buy health care
coverage would not be taxed even
if the employee had the option to
take those credits as cash. Credits
taken as cash, though, would be
taxed.

The flexible benefit plan provi-
sions are part of a broader tax bill
generally aimed at reducing cor-
porate taxes in the state.

"The focus is to make Pennsyl-
vania more friendly to do business
and invest in,"” said Peter Mc-
Cormick, a benefit consultant in
the Pittsburgh office of Buck Con-
sultants Inc.

The change in law is especially
important for multi-state employ-

See Flexible on page 21

Regulators arrange coverage
following Colorado RRG failure

DENVER-Policyholders of a
financially troubled Colorado-
domiciled risk retention group
for dentists will be able to pur-
chase coverage from a Ten-
nessee-domiciled medical mal-
practice risk retention group.

National Dental Mutual In-
surance Co., a risk retention
group licensed by Colorado in
1987, was placed in liquidation
April 10 after the Insurance Di-
vision determined the insurer
was "operating in financially
hazardous condition,” said Bev-
erly Day, chief of financial af-
fairs in the Colorado Division of
Insurance in Denver.

Financial reports submitted to
the division showed the insurer
had suffered losses in four of the
last five years. As a result, Na-
tional Dental Mutual's policy-

holder surplus dropped to $1.4
million at year-end 1996, about
$100,000 below the minimum
statutory surplus requirement of
$1.5 million. The insurer wrote
$339,115 in premiums in 1996.

Adding to the insurer's woes
was a bankruptcy filing by A.W.
Lawrence Agency Inc., its
Texas-based management com-
pany, according to a report by
Special Deputy Liquidator John
A. Massengale. Mr. Massengale
was appointed liquidator of the
risk retention group in January
after National Dental Mutual
failed to submit a plan of opera-
tion that had been requested by
Colorado regulators.

To ensure no disruption in
coverage for the 400 to 450 den-
tists and dental groups in 36
states that are insured by Na-

tional Dental Mutual, Colorado
regulators arranged for coverage
through another risk retention
group underwriting similar
risks.

The new policies, issued by
Doctors Insurance Reciprocal
RRG of Tennessee, will provide
the same $1 million in limits and
become effective retroactive to
the date of the National Dental
Mutual seizure.

Doctors Insurance Reciprocal,
licensed in 1990, holds an A rat-
ing from A.M. Best Co. Besides
writing medical malpractice lia-
bility insurance for doctors, the
risk retention group also has a
small book of dental malpractice
business, according to the Col-
orado Division of Insurance
spokeswoman,

-Bi Joanne Wojcik

AP/ WIDE WORLD PHOTOS

A grocery store in Cedar Park,
Texas (above), was damaged
when tornadoes hit central
Texas, including Cedar Park,
where a twister Is shown at right

T exas twisters

raise cat losses

JARRELL, Texas-Deadly

tornadoes and hailstorms that

swept through central Texas
last week could cost insurers as

much as $50 million in property
losses.

The late-afternoon storms

that spawned several tornadoes
with winds up to 260 mph de-
stroyed about 50 homes in Jar-
rell, Texas, and took 30 lives as
the twisters cut a swath of dev-
astation between Austin and
Waco.

Approximately 50 boats were
destroyed at a marina at Mor-
gan's Point Resort, train cars
were blown from tracks, and
the roof of an Albertson's gro-
cery store collapsed along the
path of the storms.

An estimate of $30 million to
$50 million in insured prop€rty

losses by Southwestern Insur-
ance Information Service is

"fairly preliminary," according
to Jerry Johns, president of the

Austin-based insurer trade as-

sociation. A lot of hail claims

are slow coming in

Gov. George W. Bush, who
toured the area by helicopter,
declared a portion of the region
a disaster area. He described to
reporters "a patch of earth
where the life literally has been
sucked out of it."

A subdivision hit by a torna-
do looked as if a giant broom
had swept it clean, with con-

crete slabs the only remainder
of the homes that once stood

there. Fields were littered with
dead cattle.

The storm's insured damages
will add to catastrophe totals
that reached $860 miillion in the
United States during the first
quarter, according zo the Prop-
erty Claims Services division of
the American Insurance Ser-
vices Group Inc. That figure is
well below the $2.56 billion
recorded during the same peri-
od in 1996.

-By Michael Bradford

Author slams trend

of workplace suits

By MARK A. HOFMANN

WASHINGTON-The U.S. gov-
ernment may be the first in histo-
ry "that has tried to ban small
talk," at least in workplace situa-
tions, according to the author of a
new study of employment law.

w That wry remark by Walter O1-

o

son, author

E of "The Ex-—

cuse Facto-—

r.
E ry,” drew
=
= apprecia-
= -— == _ tive chuck-
== -

» .31. , les last

=2

— week from
an audience
at the Cato

-7

Institute, a

libertarianmn

think tank

2 Mr. Olson in Wash-

ington. Mr.
Olson, who received national at-
tention for his previous study of
the legal system, "The Litigation
Explosion,” dryly noted that the
Equal Employment Opportunity
Commission "obliging
enough"” to issue its mental health

was

guidelines (Bl, May 5), just as his
latest book, which deals with
problems in employment law, was
published.

The myriad rules. regulations
and judicial interpretations that
form employment law present em-
ployers with a =Kafkaesque
Nightmare," said David Boaz, the
Cato Institute's executive vp, as
he introduced Mr. Olson.

"It used to be understood in
America that a job was a con-
tract,"” said Mr. Boaz.

But now "virtually anyone fired
or not hired” can find some em-
ployment law under which to sue,
he said. In many cases, "The legal
system has been distcrted to cod-
dle the least deserving," Mr. Boaz
said.

Mr. Olson gave numerous exam-
ples to bolster that contention,
particularly regarding accommo-
dations that must te made to
avoid claims from poorly per-
forming employees wno claim to
be the victims of a mental disor-
der. He cautioned his audience,
though, that "mental health ac-
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Lloyd's
Continued from page 1
($1.12 billion) in 1994, up 2.8% over

1993.

Adjusting for overreserving actual-
ly released £82 million ($140.2 mil-
lion) to profits for 1994, compared
with £859 million ($1.33 billion) in
additions to reserves in 1993 (see
chart).

"The result is a consequence of gen-
erally good market conditions, the
exercise of much-sharpened skills in
pricing and the setting of terms by
our underwriters, and a year that
contained only a limited incidence of
major catastrophes," said a statement
from Lloyd's Chairman Sir David
Rowland accompanying the 1994
global results.

All of Lloyd's major market sec-
tors-marine, non-marine, aviation

and motor-showed an overall profit
in 1994.

Customer.

Support Sefvices

ance
:» Sta e-art customer
suplfort tracking system
*Systems, Operations,
Integration and
other consulting
engagements
*Training Centers
*On-site training
and installation
alternatives
*The Pyramid User
4, Assodation
'« = Electronic Bulletin
Board
« National and
Regional User
Meetings
<Account

Executive

Program

Reserve strengthening

The introduction of Equitas has shifted Lloyd's
reserving pattern.
(in millions of pounds)

Additions to
reserves for open

Additions to reserves
for prior-year closed

accounts years in runoff
1987 £194.7 £230.1 ]
1988 356.3 221.4
1989 174.5 221.1 1
1990 247.1 677.7
1991 -180.1~* 1,141.2 -
1992 -182.1* 1,017.6
1993 -485.0* 1,344 .6
1994 -113.0 31.0

* Represents reserve releases in 1996 due to Equitas reserving procedure.
Sjurse: Lloyd's of London
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=all

Customer Based Solutionsf

We wouldn't be at the forefront of software*r the

Results for

1994 by market
segment, before
expenses, in-
cluded:
= Marine

business gener-
ated a profit of
£565 million
($966.2 mil-
lion), or a profit
equal to 44% of
£1.29 billion
($2.21 billion)
in net premi-
ums. In 1993,

marine busi-

ness generated
profits of £526
million ($816.9
million).
= Non-ma-

rine business
recorded prof-
its of £837 mil-
lion ($1.43 bil-

lion), or 28.6% of £2.93 billion ($5.01
billion) in net premiums. Non-marine
profits were £881 million ($1.37 bil-
lion) in 1993.

Although 1994 was the year of the
Northridge earthquake in California,
which produced $12.5 billion in in-
sured damage, a stronger underwrit-
ing environment and high de-
ductibles limited its impact on
Lloyd's

« Aviation business showed a profit
of £148 million (253.1 million), or
30% of £498 million ($851.6 million)
in premiums. Aviation profits were
£138 million ($214.3 rnillion) the year
before.

« Motor business was the least prof-
itable, especially as a percentage of
premiums written, due primarily to
heavy competition in the U.K. mar-
ket. Motor profits were £117 million
($200.1 million), or 12% of net premi-
ums of £973 million ($1.66 billion). In
1993, profits on motor business were
£175 million ($271.8 million).
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Where Lloyd's showed marked im-
provement over its previous year's
performance was in reserving costs.

There were "startling differences”
between the prior-year liabilities for
1994 and 1993, said Mr. Sandler.

For the 1993 account, Lloyd's
boosted reserves for open accounts in
runoff by £1.34 billion ($2.08 billion),
though this was partly countered by
releases from reserves for closed ac-
counts totaling £485 million ($753
million), for a net addition to reserves
of £859 million ($1.33 billion).

By contrast, in 1994 syndicates in
runoff-primarily so-called "orphan”
syndicates that had no successor to
reinsure into-needed just £31 mil-
lion ($53 million) of reserves. Com-
bined with £113 million ($193.2 mil-
lion) in releases from syndicates that
had been overreserved in previous
years, this resulted in an overall re-
lease to members of £82 million
($140.2 million).

"1994 is a very different picture be-
cause we haven't got Equitas reserv-
ing," explained Mr. Sandler. Equitas
Ltd. was set up last September to
take over all Lloyd's pre-1993 liabili-
ties, with the exception of life busi-
ness. After an ectensive procedure for
reserving for those syndicate habili-
ties, Lloyd's has now effectively iso-
lated itself from the problems of past-
year liabilities, while a number of its
competitors still face potential losses,
he said.

Nevertheless, market executives
are wary of becoming complacent.

"We need to concern ourselves with
how able Equitas is to cope with its
liabilities," said James lllingworth,
director of Angerstein Underwriting
Holdings PLC., which manages cor-
porate capital and several Lloyd s
agencies. Faith in Lloyd's will once
again be shaken if Equitas proves to
have insufficient resources, at least in
the near future, he said. But on the
upside, "anyone looking at Lloyd's
now has to regard it as pretty good se-
curity."

Predictions for both the 1995 and
1996 underwriting years are still
healthy returns. Lloyd's has upped its
prediction of an £800 million profit
for 1995 to £900 million, while the
1996 account is estimated to show a
£600 million profit.

Philip Maidens, director of syndi-
cate analysis with Sedgwick Oak-
wood Underwriting Agents Ltd.,said
that the estimate of 1995 returns
"could be on the pessimistic side" and
the final profit could be in line with
1994's earnings.

This mainly is due to the imple-
mentation of inception date alloca-
tion, which meant that from the be-
ginning of 1995, fpremiums for risks
were allocated to the year in which
the risk was written, rather than
when the policy is issued by Lloyd's
Policy Signing Office. Many Lloyd's
policies are renewed at Dee. 31,
though the actual policies are not is-
sued until early in the following year.

However, a spokesman for the
Assn. of Lloyd's Members warned
that "anyone should not expect these
good results to continue into 1997 and
1998. The current trading conditions
are diabolical and Lloyd's will be
lucky to escape a marketwide loss in
the current down cycle."

In general, U.K. risk managers wel-
comed l.loyd's 1994 profitability.

"Healthy profits are good because
we want Lloyd's to be successful,"
said Derek Brighton, chairman of the
Assn. of Insurance & Risk Managers,
adding that insurance buyers need
Lloyd's flexibility.

John Harris, risk and insurance
manager with British Energy P.L.C.,
was "very pleased" with the result. "I
stilllook on Lloyd's as a very serious
market, particularly on the nuclear
side," he said. While Mr. Harris said
he never doubted Lloyd's security, he
noted that "Equitas is still unproven
as yet."

See Lloyd's on page 6
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Lloyd's
Continued from page 4

Liz Taylor, group risk manage-
ment director with Equifax Retail
Services Ltd., welcomed the Lloyd's
results as an indication of the gen-
eral strength of the insurance mar-
ket, but expressed concern about
whether the underwriting cycle will
turn in the next couple of years.

"The frightening thing about it is
that business will be written in the
next year or two at less than value,”
which willlead to losses and a hard-
ening of rates, she said. "Risk man-
agers don't like fierce market cycles.

| would like to see something more
sensible,"” particularly because the
boom-bust cycle does not promote
good risk management, Ms. Taylor
said.

Richard Reddaway, group insur-
ance manager with pharmaceuticals
giant Glaxo Wellcome PLC., wel-
comed the Lloyd's results as "clear-
ly good news for everybody."

Corporate capital's entrance into
the market has most likely brought
new disciplines into the market, he
added. "Clearly some of Lloyd's
business practices had been want-
ing," though Lloyd's maintained its
strengths of innovation and flexibil-
ity, he said. | =1 |

AlG names two division heads

Joseph L. Boren has been named
president of Commerce & Industry
Insurance Co., the primary environ-
mental insurance unit of American
International Group Inc. in New
York. Mr. Boren previously was exec-
utive vp and chief operating officer of
C.,&lI.

Also at AIG, Paul Obolensky was
named president of AIG Insurance
Management Services with responsi-
bilities for worldwide captive man-
agement services.

Mr. Obolensky previously was pres-
ident of Willis Corroon (Bermuda)

Comings & Goings

Ltd. and Willis Con-oon Management
(Bermuda) Ltd. And John H. McCue
named senior executive-east of AIG's
domestic brokerage group regional
organization in New York.

Other insurer changes:

Harty W. Rhulen was elected to the
new position of president and chief
operating officer of Frontier Insur-

ance Co. and Frontier Pacific Insur-

ance Co. in Rock Hill, N.Y. Mark

Mishler was elected chief financial of-
ficer of both subsidiaries. Walter A.
Rhulen remains the group's chairman
and chief executive officer.

Stanley B. Tulin named executive
vp and chief financial officer of The
Equitable Cos. Inc. in New York. Mr.
Tulin, who remains CP'O of The Equi-
table Life Assurance Society of the
U.S., succeeds Jerry M. de St. Paer,
who is joining J.P. Morgan & Co. Inc.
as a managing director in its insur-
ance group.

Martin R. Brown joined Foremost
Insurance Co. as vp and associate gen-
eral counsel in Grand Rapids, Mich.
Mr. Brown most recently was assis-
tant counsel at State Farm Group.

Lauretta 1 Girouard named vp-in-
formation services and Carol G. Bar-
ton named vp-manager, commercial
property operations for Allendale
Mutual Insurance Co. in Johnston,
R.I.

Bradley S. Kuster named president
of Union Insurance Co.. a subsidiary
of W.R. Berkley Corp. in Greenwich,
Conn. Mr. Kuster, formerly vp-mar-
keting at Union Standard Insurance
Co., succeeds Donald J. Veldkamp,
who will serve as chairman and CEO
until the end of this year.

Phillip Goodrum named vp-bus:-
ness development for Providers' As-
surance Corp. in Brentwood, Tenn.

Agents/brokers

George Brown, former vice chair-
man of Alexander & Alexander of

California and former president and
CEO of Jardine Insurance Brokers
Inc., has joined Alburger Basso de
Grosz Insurance Services Inc. as vice
chairman in Belmont, Calif.

Forrest B. Gibbs Jr. named vp and
controller of Willis Corroon North
America in Nashville, Tenn., and Ge-
offrey M. Peters rejoined Willis Cor-
roon International/Americas as a
managing director in Radnor, Pa.

Lawrence J. Butwin is retiring as
president of The Nathan Butwin
Group and will remain chairman. His
sons, Richard S. Butwin and Robert
E. Butwin, have been named co-pres-
idents of the Great Neck, N.Y.-based
broker.

Dennis H. O'Hara named area pres-
ident of Arthur J. Gallagher & Co.'s
Irvine, Calif., office.

William A. Zimmer named CFO of
Poe & Brown Inc. in Tampa, Fla., sue-
ceeding James A. Orchard, who was
named executive vp in the broker's
professional programs division.

Robert J. Kestenbaum joined York
International Agency Inc. in Yonkers,
N.Y., as principal and executive vp.
Mr. Kestenbaum previously was
managing director of the greater New

York region for Alexander & Alexan-
der Services Inc.

Reinsurance

John P. Verel joined Swiss Re
America as managing director in the
business ventures unit. Mr. Verel's re-
sponsibilities include working with
clients in combining reinsurance cov-
erage and capital investments.

Robert J. Mezzasalma named senior
vp and treaty department manager at
Winterthur Reinsurance Corp. of
America in New York.

George T. O'Shaughnessy Jr.
named CFO of American Re Corp.
and American Re-Insurance Co. in
Princeton, N.J. Allen Zdroik and An-
drew Rippert named vps of domestic
insurance company operations for
American Re-Insurance Co. in Prince-
ton. Mr. Zdroik will assume respansi-
bilities for producing and underwrit-
ing facultative and treaty risk agree-
ments while Mr. Rippert will be
responsible for building finite -risk
pricing models and developing the

company's financial analysis capabil-
ities. EIll
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Opinions
Speeding up
T COMESASNQ SURPRISE hathe dersgulationof

period of deliberation by regulators before it becomes a

The National Assn. of Insurance Commissioners, after
about two years of study, probably will need about three
more months to complete a draft of a paper on deregulat-
ing commercial insurance transactions (Bl, May 26).

Once that proposal is ready, it will be discussed for
months by the NAIC before it wins the approval of, or is
rejected by, the association of state regulators.

We can only hope that once the NAIC leaders have
agreed that commmercial lines insurance regulations
should be reduced, that individual states will quickly do
SO.

Dismantling regulation of rates, forms and market re-
strictions for large commercial buyers is overdue. At this
stage, in fact, it really is a bit like closing the door after

the horses are out of the barn.

Over the past decade, large, sophisticated buyers of
commercial insurance have left the traditional market-
and therefore the constraints of state regulation-in
droves, opting for self-insurance and a variety of alterna-
tive risk financing vehicles. They also are buying billions
of dollars of insurance in Bermuda, where insurers are
free to underwrite what the customer wants without first
filing rates and forms with multiple regulators.

The trend to opt out of the conventional insurance
market is now being followed in earnest by numerous
middle-market companies, and even small companies are
banding together to take advantage of alternative mar-
ket benefits-not the least of which is freedom from the
state regulatory system.

The current regulatory system, while intended to pro-
tect consumers, actually serves to restrain the nation's in-
surers from competing with the many alternative facili-
ties and options, as well as some non-U.S. companies. It
saddles them with billions of dollars of costs to comply
with 50 sets of paperwork and hampers their ability to
develop innovative and flexible coverage solutions for
their policyholders. While this is not news to our readers,
we wonder why it has taken the NAIC so long to reeog-
nize and act on this.

The NAIC's draft proposals to date for deregulating
commercial lines coverage are welcome. They chiefly call
for lifting regulation of rates, forms and market access for
"industrial insureds,” and also address problems of in-
consistent form approval among all states and jurisdic-
tions.

One of the issues the NAIC has yet to decide is what
constitutes an "industrial insured."” We hope that the bar
is not set too high, excluding smaller, yet no less sophisti-
cated, buyers from availing themselves of the benefits of
deregulation.

Letters

deregulation
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Also to be determined is whether guaranty fund pro-
tection still will be imposed on policyholders eligible for
deregulated coverage. Because the philosophy of deregu-
lation is that sophisticated buyers can hold their own, we
think guaranty fund protection is unnecessary.

Some argue that the guaranty fund protection exists
not only to protect policyholders but also to protect the
innocent third-party claimant that would have no one to
pay a judgment if both the insurer and the policyholder
went broke. There are a host of reasons that this concern
is overblown. First, it's unlikely that both policyholder
and insurer will go broke. Furthermore, the limits on
claims payments by most guaranty funds are so low that
in the event both the insurer and policyholder go broke,
claimants would recover little. Finally, there is no guar-
anty fund protection for those self-insuring or using off-
shore insurers, which is a major reason for deregulating
commerciallines in the United States: to make U.S. com-
mercial insurers more competitive with offshore insurers.

Some surplus lines markets argue against deregulation,
saying there is no need for it because they already are free
from much regulation by the states. We think they actu-
ally may fear competition from newly deregulated insur-
ers. However, they are unlikely to see any more competi-
tion than they already have from the surplus lines units
of admitted companies-or from offshore markets like
Bermuda.

Ultimately. the process of deregulation will shift re-
sponsibility for assessing the security of insurers to the
buyers. As long as they are willing to assume that duty-
and the risk of insurer failure-then regulators shouldn't
stand in their way. Caveat emptor.

Marrying managed care and MSAs

To the editor: While many believe that the
time for medical savings accounts has come,

managed care. Managed care may well have
made MSAs obsolete before their time.

ter small copayments. It could then indicate
that the first $1,500 of benefit payments was

it may well have passed. These plans are typ-
ically offered by insurance companies des-
perate to stay in the group insurance mar-
ket-even though they have little presence in

Business Insurance welcomes letters
to the editor. The section is intended
to be a forum for readers' opinions and
comments. We reserve the right to edit
tetters for clarity or space. We wilt not
publish unsigned letters. Please send
your tetters to Letters to the Editor,
Business Insurance, 740 N. Rush St.,
Chicago, lll. 60611; fax: 312-280-3174;
e-mail. pwinston@crain.com

One such company offers a $1,500 de-
ductible and 100% coverage of claims there-
after, suggesting that employees put $750 a
year into the plan. The insurance premiums
are only 5% to 10% less than three different
managed care alternatives, which are both
health maintenance organization and point
of service plans.

Fully managed plans now have-or soon
will have-a lock on the marketplace, be-
cause their plans work. They reduce premi-
um costs and keep benefit levels high.

We needed indemnity MSAs in 1980; we
need managed care 1VISAs now!

MSAs and managed care are not incom-
patible. For example, an HMO could operate
as it does now, providing 100% coverage af-

the deductible, with perhaps half of this as-
signed against the MSA fund and the bal-
ance charged back to the employee. One im-
pediment might be capitation arrangements,
but even that problem can be overcome.

I don't thmk major managed care compa-
nies will embrace the new MSA law until
Congress removes both the cap on company
size and the cap on overall participation.
Such plans require too mueh upfront com-
puter programming for such a small return.

It is time that two good concepts join

forces-MSAs and managed care.
Mark A. Mitchell

President
U.S. Benefit Consultants
Woodstock, Ga.
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Renewal

Continued *om page 3

you have a school district that has a
flight program, those are things that
should definitely be in there," Mr.
Kahn said.

Participants in that initial meeting
also should set the schedule for the
renewal process, review which cover-
ages should be put to bid and deter-
mine which brokers the public entity
should approach.

Topping the list of specific renewal
objectives to be set are rate or premi-
um targets. "l think you'll be far bet-
teroff if you 1cnow what your proper-

ty rate, for example, will be at the
end of the process," 1VIr. Kahn said.
"You need to think about what it is
you can achieve and set specific rate
or premium targets."

Other specific objectives to be set
are desired coverage improvements,
desired additional services and any
alternative coverage sources to be

evaluated.

The timetable established for the
process is another important ele-
ment.

"One of the most important ways
to reduce your costs is to make the
best use of the time available," Mr.
Kahn said "I'm sometimes surprised
by getting a call from somebody June

1 saying they want help with their
July 1 renewal process. | tell them to

ods of selecting a broker, though he
noted, "Whether you have the flexi-

'Other than just the renewal dala, you also

need to prepare good, clear, concise
specificalions,' says Steven P. Kahn of
Advanced Risk Management Techniques Inc.

get an extension from their current

carrier.”

The consultant outlined four meth-

bility to use all of these will depend

upon the bid laws in your jurisdic-
tion.’
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The methods include negotiation
with the current broker; assignment,
in which the public entity evaluates
the qualifications and marketing ap-
proaches of three to five brokers with
one broker ultimately selected to ob-
tain premium quotations; restricted
bidding, in which three to five bro-
kers are evaluated and the entity se-
lects two to three to provide quotes;
and open bidding, in which all bro-
kers are allowed to provide quotes.

For public entities required to seek
bids, the restricted bidding approach
is preferable, Mr. Kahn advised. Un-
der open bidding, "Usually you'll
have two or three agents going to the
same carriers, and the carriers won't
like that," he said. "If there are ways

you can avoid that, try

The consultant noted that the bro- 1
ker's key function is marketing the
customer's coverages, with servicing
those policies being another impor-
tant role. A wide range of other ser-
vices may be provided by brokers,
such as assisting with property valu-
ations, answering insurance ques-
tions in contracts, studying fire pro-
tection and safety issues, developing
special policy language, auditing
claims handling and risk analysis.

"There are many brokers that can
provide all of these services and
many more," Mr. Kahn said. "But the
list of those brokers is very short.
And if you limit yourself to that short
list, you may overlook a number of
firms who are very good" at market-
ing coverages and servicing policies,
he said.

In choosing a broker, the risk man-
ager must understand the public en-
tity's service needs. He or she also
should carefully evaluate the bro-
ker's quglifications, interviewing
brokerage personnel and considering
issues of large national brokers vs.

regional firms and using a single bro- 1
ker vs. multiple brokers.

hile large nati | firms typical-
|y B A i BaY o Service oS
to bearr, it's possible they might not
be as strong in one region as some re- 1
gional brokers, Mr. Kahn said. Also,
while using a single broker can help

revent any gaps in coverage, usir.
Ewltiple brg/kgergcan bring trge bene—g

ly if the public entity has some spe-
cial exposure, such as an airport.

In presenting data to underwriters,
buyers should make sure to include
all the information needed to accu-
rately price the risk and should pre-
sent their organizations in the best
possible way, detailing such items as
loss control efforts and superior
claims-handling procedures.

"Other than just the renewal data,
you also need to prepare good, clear,
concise specifications," Mr. Kahn
said. The renewal process should be
detailed for underwriters, with cov-
erages and options to quote on clear-
ly detailed and loss and exposure
data presented, usually in the form of
an appendix to the coverage specifi-
cations.

"l personally don't think you
should allow your broker to prepare
coverage specifications and send
them to the marketplace without you
seeing them," Mr. Kahn said.

Mr. Kahn suggested that the risk
manager needs to understand all the
parties involved in the insurance
placement: retail brokers, surplus
lines brokers, managing general '
agents, insurers, reinsurance brokers
and reinsurers. And the risk mar_ag-
er should seek to eliminate any un-
necessary intermediaries, he advised.

"You want to try to eliminate those
who are not adding something tc the
process,"” Mr. Kahn said. Reducing 1
the number of intermediaries will not |
only help save money but also can re--
duce any problems of resolving
claims if there is a loss, he said.

In advising the risk managers to ,
seek and study specimen policies, Mr.
Kahn noted that, "The carri-

See Renewal on page 16
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Disaster strikes when you least expect it. And it's even worse if you're not prepared for it.
If your reinsurer is spread too thin or plagued by past liabilities, its capital may be getting the squeeze.
And if this happens you could get pasted by a risk that you thought was covered.
So before you decide on a reinsurer, brush up on Signet Star.

We have the strength of over $250 million of policyholders' surplus and the benefit of beins a member
of the W.R. Berkley group of companies. And our capital isn't being decayed by old environmental
impairment and asbestos liabilities.

This outstandins Position has earned us an "A" (Excellent) rating by A.M. Best and an "AA-"
claims-payins ability rating from Standard and Poor's.

Ou- business is reinsurance and we are totally committed to it.

Signet Star has five operatins divisions staffed with experts in their respective fields, and we're growing,

To avoid a brush with disaster call Signet Star.

yOU CAN bAN k ON.

Alternative Markets Division, Florham Park, New Jersey
Facultative ReSources, Inc.,
Stamford, Connecticut; Atlanta, Georgia; Schaumburg, lllinois
Fidelity & Surety Division, Schaumburs, lllinois
Latin American & Caribbean Division, Coral Gables, Florida

Property & Casualty Treaty Division, Florham Park, New Jersey






Who’s Who For The Best In
Reinsurance Broking.

GUY CARPENTER ‘

With global catastrophes, you can know their names but services including detailed financial studies, retention

never where or when they’ll strike. That's why you need analysis, and EQECAT’s catastrophe modeling software.
the finest in reinsurance capacity, security, and terms and You already know the names of potential disasters...now
conditions. Guy Carpenter delivers all that and more, with you know the name of the broker to help cope with them.

Guy Carpenter & Company, Inc. Two World Trade Center, New York, N.Y. 10048 212-323-1000
Reinsurance Intermediaries Worldwide
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C O n d Ct GA's annual business meetmg ner-city neighborhoods cessity of insurance deregulation, profound misunderstanding of how

Mr Marcoux also urged the orga- "We may see comprehensive fi- however this market operates," Mr Marcoux

mzation's members to become more nancial services reform legislation" "We already have a deregulated said durmg the business meetmg
Cont:nued from page 2 pohtically active as they increasing- in an effort to prevent perceived market-the surplus lines 1ndus- This is evidenced most clearly
ber not to try to renew its member- ly become the focus of regulators' redlining activity, Mr Marcoux try, 'he asserted and most recently when the NAIC
ship, said Mr Deenng, who de- and legislators' attention warned He also pointed out that even adopted in December what they
clined to identify the organization "You will be asked repeatedly Furthermore, "there is a debate m with the current regulatory struc- called their 'Unauthorized Entities

Among the circumstances that what your position is on particular this country and m the mternation- ture,"we're expenencmg the softest Manual; " according to Mr Mar-
might lead to such requested non- issues,"” Mr Marcoux said "The al markets about how financial ser- market in the history of the indus- coux

renewal of AAMGA membership challenge of the AAMGA w111 be in vices should be run," he said try So what's the problem?" " This is supposed to be a book to
are serious financial problems or picking leaders who can build a "The push is coming from our in- Mr Deering predicted the AAM- help insurance department examin-
unethical activities consensus around those issues " ternational trading partners who GA and the National Assn of Pro- ers, fraud investigators and others

In an effort to protect themselves For example, while the AAMGA believe we have an obsolete system fessional Surplus Lines Offices, tackle insurance fraud, a laudable
from accusations of unscrupulous has focused much of its attention on of firewalls between the various fi- both based in Kansas City, Mo, undertaking But the NAIC's unau-

conduct, Mr Marcoux suggested the activities of the National Assn nancial services," he said eventually will collaborate on a thonzed manual is filled with Inac-
that managing general agents put a of Insurance Commissioners, the Mr Marcoux also advised MGAs Joint position paper opposing dereg- curate statements about the roles 01
senior-level executive in charge of federal government is beginning to to become famillar with the various ulation MGASs, surplus lines Insurers, sur-
ensurlng regulatory comphance assert its influence over the sale of proposals to deregulate commercial "We're for state regulation, not plus hnes brokers and others "
That person not only should "en- insurance, according to Mr Mar- insurance federal regulation, and deregulation Fortunately, the chairman of the
sure that your operations are being coux Fortunately, "the ball IS Still in would Invite federal regulation,” he NAIC's Unauthorized Insurers
conducted fairly-ertainly within The Department of Housing and the air with respect to deregula- said Committee called Mr 1\<[arcoux two

the scope of the law-but also that Urban Development 'fis particular- tion," Mr Ryan said during the But even as the issue of insurance weeks ago and offered to work with
you are msulated from attacks ei- ly concerned about redlining,” he roundtable discussion "But once a regulation is debated in Washing- the AAMGA and NAPSLO-both
ther by insurance regulators, said, refemng to the lllegal practice proposal is on the table, we're going ton, the AAMGA still has to keep its of which filed comments noting the
claimants attorneys or others," he of denying property coverage to to have to be prepared " eye on state lawmakers and regula- inaccuracies-in redrafting the
advised those attending the AAM- busmesses and homeowners in in- Mr Deering questioned the ne- tors, many of whom who "have a manual, Mr Marcoux sald im

Soft market can mean

opportunity for MGAs 7th
A e o it oo VVOTICI ( Ga uj ve

KONA, Hawaii-Some manag- ated with the changing market-
ing general agents are finding cre- place and ways to succeed in the
ative ways to weather the pro- 21st century . . L.
longed soft market "We can no longer depend on and Alternative Risk Fining Fbrum
commissions alone We're going to
have to become more risk-takers,
said Orville D Jones, chairman
AAM GA® and chief executive officer of
Crump Insurance Services, a unit
of Price Forbes North America in
Dallas
In some cases, MGAs may have
When Harold Anderson lost a to consider taking fees in lieu of
market for a particular line of commissions in response to pres-
coverage, he decided to develop sure from buyers to cut costs, said
the program himself to shop Kevin P Brooks, chairman and
around to insurers president of General Star Man-
He assembled a team of under- agement Co in Stamford, Conn -—
writers to put the program togeth- "Risk managers are already
er in-house and then showed it to asking what the wholesaler's 'cut’
a couple of insurers, even some is," he said Unfortunately, he RISK
that hadn't written program busi- added, "fees are not as profitable
ness before as commissions " 1 4 10
"We found it much to our ad- But other AAMGA members ) ' . "Wlljﬂé
vantage to go to a company presi- were more optimistic, pointing oy }U ,| dﬂ|]||[1 11021 1 !, ber#£,
dent and show him our work out that the pressure on cost con-
product,” said Mr Anderson, tainment will provide the impetus 4 1 4.
president of Kenneth | Tobey Inc for MGAs to become more cre-
m Seattle He did not elaborate on ative f 8 —_ f -4
what kind of coverage his team In the end, that could lead to - e =
put together greater revenues for wholesalers, = A$0* 4.3
In some cases, insurers were im- pointed out Seth D Freudberg,
pressed with the MGA's work, es- president and CEO of United Na- »» 43 +49(( 74 1 <
pecially when they discovered tional Insurance Co, a surplus
they wouldn't have to invest lines Insurer in Bala Cynwyd, Pa
weeks or months of company time We need to routinize innova-
preparing the product in house tion," Mr Freudberg said, be-
before it could be sold, he re- cause "no single innovation works C -
ompleting the Concept
Now, instead of having lust one MGAs also need to constantly
market for the coverage, the MGA seek new markets, "or you will
has several from which to choose die," Mr Freudberg warned
And today, Mr Anderson's firm While the overall insurance mar-
has an entire department-called ket remains soft, there have been

- r M-.

¢

m

This year's program includes general Save the Dee®:

Product Development-devoted to market turns in specific lines," he sessions, roundtable discussions and November 16 - 19, 1997
developing new insurance prod- pointed out "For those MGAs concurrent workshops on the following: Turnberry Isle Resort & Club
ucts-something that in the past who focus on lines that become Aventura. Fla.
had been the exclusive domain of hard, survival could depend on o Basics of Captives and Risk Financing (Close to Miami & Fort Lauderdale Airportst
insurers the ability to keep and find new o Risk Managers Round Table
"We're doing actually what the markets " a Selecting the Right Domic,le for Your Captive Keynote Speakers:
Dompany would do with regard to "MGAs also need to be very L R The C lote St
. . . . O Loss eserves e omplete O idi i
putting a product together,"” he easy to do business with," he said, P i Heidi Hutter, Swiss Re Amenca
,aid "This has been the key to our urging wholesalers to streamline m The Tax and Regulatory Issues Patrick G Ryan, Aon Corp
survival ” their operations o Latin Amencan Captive Developments
"Our organization has become MGAs have a distinct advantage o Reinsurance Accessibildy, Affordabili, Necessily Sponsored by:
the CostCo of_ the insurance in- because th_ey usual!y are small, n Rent-a-captives: A Time to Lease, A Time to Buy .
dustry,” he said, referring to a entrepreneurial organizations, ob- ) Business Insurance
. . B Group Health Care Capt:ives
popular chain of wholesale stores served Peter Lane, president of
in the West that cuts prices by Lloyd's North America m New o Multiyear, Multiline: The Complete Risk financing 0 Skan(lia
eliminating middleman mark-ups York Solution? Sins€D
Mr Anderson wasn't the only "It's doubtful that large organi- o Fronting and Workers Compensation -

surplus lines industry expert ad- zations can be as flexible as

. ; A c The Future Is Not What it Was 7i hast_|b,ve,shrrin
vising MGAs to be more innova- MGAs," he said "In fact, large or- 9

s Wheeling, Dealing and Stealing

ganizations keep trying to break (= =l I
One of the AAMGA's education- down their operating units " a Captive Case Studies
al courses held during this year's "As long as buyers' needs o Plus, the World Captive Forum Golf Tournament

annual meeting focused on ways change, there will be a need for
to develop such program business MGAs," Mr Lane assured M

-R,1 Te-rni r.mepi
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Global Briefs

First-quarter figures from The
Institute of London Underwrit-
ers show the aggregate tonnage
of ships lost up 105% from the
same period last year. Tonnage
lost in this year's first quarter
leapt to 295,547 gross tons for
ships of 500 gross tons and
above. The ILU described the
trend as "disturbing” and
warned that the figure most like-
ly will increase as partial losses
are reclassified as constructive
totallosses....A new superagen-
cy is on the cards at Lloyd's of
Inndon withthe proposed merg-
er of Murray Lawrence Members
Agency Ltd. and Bankside Mem-
bers Agency Ltd. If the proposal
is accepted by shareholders and
Lloyd's regulators, the agency
will be responsible for £730 mil-
lion ($1.2 billion) in capacity this
year, more than 7% of the mar-
ket's 1997 capacity of £10.3 bil-
lion ($17.64 billion)... .Ratings
agency Standard & Poor's Corp.
has equalized its claims-paying
ability rating of French insurer
AXA-UAP Groupe at AA- fol-
lowing the merger of AXA and
UAP. This rating is a downgrade
of AXA's rating from AA, but a
boost over UAP's former A rat-
ing. S&P based its decision on
several factors, including AXA-
UAP's global presence, a strong
strategic focus on insurance,
high-caliber senior management
and potential for improved prof-
itability. But S&P warned that
the group's capitalization,
though "satisfactory” from a
risk-based perspective, is "some-
what restricted" for an organiza-
tion in the 'AA' range. Philippe
Deriux, deputy financial officer
at AXA-UAP, said the size of the
organization's capitalization is
"absolutely satisfactory to cover
the insurance risks," adding that
the insurer will not try to raise
capital in the short term, as it
would dilute shareholders' re-
turns... .London broker FirstCi-
ty Insurance Brokers Ltd. has
turned over some control of the
organization's future to its staff
by setting up an employee trust
fund. All employees are eligible
to join the plan, with their share
of the value of assets in the fund
determined by several factors.
The trust controls 65% of the or-
ganization's equity and gives
employees a say in major deci-
sions affecting the company, in-
cluding merger activity... .Terms
of The Tokio Marine & Fire In-
surance Co. Ltd.'s sale of its
Houston General Insurance Co.
unit to U.K. multiline insurer
Commercial Union Assurance
Co. P.L.C. are yet to be finalized,
but will depend partly on the
reinsurance for the runoff of the
existing business. Fort Worth,
Texas-based Houston General
specializes in small to medi-
um-size commercial coverages,
and had policyholder surplus
of $38 million at the end of last
year...London-based Colonia
Baltica Insurance Ltd., created
last November when Colonia In-
surance CO. (UK) Ltd. and Balti-
ca Insurance Co. (UK) Ltd.
merged, has posted a £2.3 million
($3.9 million) profit for 1996.
Colonia Baltica is jointly owned
by Cologne-based Colonia Ver-
sicherung AG., a member of the
AXA-UAP Groupe, and Trygg-
Baltica Forsikring A/S of Copen-
hagen.
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European risk managers eye EPl_ claims

By CAROLYN ALDRED

LONDON-Employment practices
liability is becoming a more signifi-
cant risk management issue in Eumpe
amid changes in European Union leg-
islation and an increase in employee
lawsuits.

High profile cases include last
year's $13 million settlement of a sex
discrimination suit by former British
Gas P.L.C. female employees (Bl,
June 24, 1996) and earlier this year a
settlement by Ford Motor Co. with
employees who claimed the company
discriminated against minorities.

Employment practices, such as sex-
ual discrimination, harassment and
treating workers unfairly, "is a real
risk management issue that compa-
nies should be addressing,” said Nick
Foord-Kelcey, UK. technical director
in London at Sedgwick U.K. Risk
Services Ltd.

Employers must become increas-
ingly aware of employment practice

issues such as discrimination, agreed
Matt Dean, a senior assistant in the
employment department of London
law firm Simmonds & Simmonds.

Discrimination "is a risk manage-
ment issue and an area which is be-
coming increasingly important,” Mr.
Dean added.

E.U. legislation is the "main motor
for change in employment law," par-
ticularly in sexual discrirnination cas-
es, he said.

For example, currently awaiting
passage before the European Com-
mission is a proposal for a directive
that would reverse the burden of
proof in cases of sexual discrimina-
tion. This would place the onus on
employers to provide conclusive evi-
dence that the treatment was not ille-
gal, giving employees the benefit of
"any doubt concerning the exact in-
terpretation of the facts."

The directive "will make life more
dificult for employers to defend” sex-
ual discrimination cases, said Sarah

Alternative’ soon

to be mainstream?’?

By STACY SHAPIRO

LONDON-AIlternative financial
insurance and reinsurance arrange-
ments are just picking up steam and
not dying on the vine as some experts
think, according to one of the world's
largest insurance groups.

If alternative solutions are defined
as custom-designed products that
better address customers' needs, "then
that day is just coming," said Steven
Gluckstern, a member of the execu-
tive board of Switzerland-based
Zurich Insurance Group and chair-
man of subsidiary Zurich Reinsur-
ance Centre Inc.

Within medium to large corpora-
tions, "there's a tremendous change in
the sophistication of the buyer of risk
protection products, and they are
forcing providers of those products
like the Zurich into much more tailor-
made solutions," he said.

Clients no longer are interested in
buying products that insurers have
stocked on their shelves, said Mr.
Gluckstern. "The insurers that offer
plain vanilla products are going by
the wayside. They can't survive."

"We are undergoing dramatic
changes in our business," added Rolf
Hueppi, Zurich's chairman and chief
executive oKicer, when announcing

the company's 1996 results at a press
conference in London last month.

Ten years ago, no one talked about
new ways of doing reinsurance busi-
ness, said Mr. Hueppi. Today, howev-
er, Zurich is the world's leading un-
derwriter of structured financial rein-
surance, he said. Financial reinsur-
ance, such as finite risk reinsurance,
accounts for about half of Zurich's
global reinsurance business.

"But it's not only that" which is
changing, said Mr. Hueppi. "Banking
and insurance now overlap dramati-
caly."

In Europe--particularly in France,
Belgium and Spain-about two-
thirds of all new life insurance policies
are now sold by banks.

Last week, Zurich announced it
would be part of a core group of
shareholders owning between 24%
and 30% of the newly privatized
Bank Handlowy, one of the largest
banks in Poland. Zurich and Bank
Handlowy also intend to jointly estab-
lish life and non-life insurance com-
panies in Poland.

To keep up with such changes,
insurers need new slalls, new facilities
and new business, Mr. Hueppi said.

Zurich had an "exceptionally good
year" in 1996, with net profits increas-
ing 30.2% to 1.14 billion Swiss francs
($846.3 million), said Mr. Hueppi. This
included results of Kemper Corp.,
which was acquired last January

See Zurich on page 25

Winter, an associate partner special-
izing in employment law for the
Birmingham office of London law
firm Eversheds

During the past five years, Ms. Win-
ter has noticed a "massive increase in
(employment) claims against employ-
ers."

Stricter anti-discrimination laws
across Europe, which would take
precedence over weaker E.C. regula-
tions, and a marked increase in em-
ployees' awareness have led to more
claims in many areas of employment,
such as racial and sexual discrimina-
tion, maternity rights and terms for
involuntary layoff of employees,
lawyers say.

As a result, many companies, even
small businesses, are turning to
lawyers to help draw up watertight
employment policies and procedures,
Ms. Winter noted.

The European Court of Justice also
increasingly is being asked to rule on
discrimination cases. Among the law-

suits that the court has recently ruled
on is a German case relating to a job
advertisement that specified that a fe-
male was required. The European
Court of Justice ruled that when E.U.
member nations implement the direc-
tive on equal opportunities for men
and women in gaining employment,
they must apply sanctions sufficient
to prevent discrimination between the
sexes. The court ruled that a ceiling of
three months' salary in compensation
laid down by German law, and a total
of six months' salary in aggregate
compensation, "did not represent an
appreciable and dissuasive financial
burden.” The court noted that other
German labor laws do not provide for
similar caps on fines for violations.
Meanwhile, the European Comrnis-
sion has begun to draft a policy on

sexual harassment in the workplace.
A second round of consultations be-

tween E.U. member countries recent-
ly has begun, because current rules in
See Liability on page 25

Claim doesn't fly
for Kuwait Airways

By STACY SHAPIRO

LONDON-Aviation war risk
underwriters do not have to pay a
$150 mijllion claim by Kuwait Air-
ways Corp. for spare parts the
Iraqgi government took during the
invasion of Kuwait in 1990, a
British Court of Appeals has
ruled.

When Kuwait was invaded by
Iraq in the early morning of Aug.
2, 1990, there were 15 Kuwait Air-
ways aircraft at the airport valued
at $692 million and spare parts
valued at about $300 million. Iraqi
troops removed the aircraft and
spare parts over several days.

Just over a month later, Kuwaiti
insurers and London-led aviation
war risk reinsurers paid Kuwait
Airways $300 rnillion, which was
the maximum ground limit per
occurrence, per location under the
hull war risk coverage

Kuwait Airways had recovered
some of the aircraft and spare
parts from Iraq since the end of
the Gulf War but sought an addi-
tional $500 million from war risk
underwriters for the aircraft and
spare parts that were lost, con-

tending that the loss was more
than one occurrence.

In a 1995 ruling, High Court
Justice Rix agreed with the under-
writers that the airline could not
recover any more money from the
underwriters under its policy be-
cause the loss was a single occur-
renee. Kuwait Airways decided
not to appeal the decision with re-
gard to the lost aircraft but did
appeal to recover $150 million in
lost spare parts.

Late last month, the Court of
Appeal agreed with one of the air-
line's arguments, finding that the
$300 million ground limit only
pertained to the aircraft and not to
the spare parts, which had a sepa-
rate limit of $150 million.

However, the Court of Appeal

in a 2-1 decision ruled last week

that the claim for the spare parts
is excluded because underwriters
never intended to indemnify spare
parts for war risks on the ground
under the policy, only for parts
lost in transit.

"l would prefer to read the poli-
cy provisions as saying that the
loss of spares on the ground by
war is excluded, which must have
been what was meant," ruled
Lord Justice Staughton.

Kuwait Airlines might appeal
the decision to the House of Lords.

Liability issues on agenda for Aussie entities

By KATE TILLEY

SYDNEY, Australia-Increasing li-
ability claims and awards against 10-
cal governments offer important
lessons and opportunities for public
entity risk managers.

That was the message from lawyers

to delegates at the fourth annual Aus-
tralian Public Risk & Insurance Man-

agers' Assn. Conference.

Speakers warned risk managers
that council officers can be sued per-
sonally; that employees as well as
property owners and injured mem-
bers of the public can sue councils;
and that damage awards are escalat-
ing. They also issued a warning that
businesses must take steps to ensure
that they are in compliance with per-
tinent laws and regulations, as courts
no longer are accepting ignorance as a

defense and are increasingly demand-
ing that companies know and follow

the law.

But one lawyer said the current cli-

ADD

mate allows public entity risk man-
agers to demonstrate their skills.
Another lawyer, Chris Wood, a
partner in the Sydney law firm Mc-
Cabe Bmwn, said the 22 metropolitan
councils in the state of New South

Wales have seen a 30% increase in the
number of liability and professional
negligence claims in the past five
years.

The New South Wales government
in 1995 capped payouts in workers
compensation and compulsory third-
party vehicle claims. Third-party cov-
erage is required of all vehicles, per-
sonal and commercial, in all Aus-
tralian states. But the downside has
been an increase in general liability
claims, as claimants sought other av-
enues to gain compensation for in-
juries.

Mr. Wood said the large liability
claims, which "are invariably insured
on the commercial market, with the
cost being defrayed through excess in-
surers or reinsurers," are a lesser
problem for local authorities than the
smaller, high-frequency claims.

He called on the New South Wales
government to implement a minimum
claim amount to weed out small
claims and to implement statutory de-
fenses for local authorities, including

rewards for "genuine risk manage-
ment efforts.”

Mr. Wood said the New South
Wales government is unlikely to put a

claims. APRIMA is lobbying for such
a cap. But the government "is not ad-
verse to considering other ways" to
limit the impact of high-frequency,
low-to-mid-range cost claims.

With local governments' de-
ductibles ranging from $10,000 Aus-
tralian ($7,760) to as high as $100,000
Australian ($77,600), the argument
that insurance is affordable is invalid,

he said.

See Councils on net page
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Although the Australian liability
market overall is soft, "soft rates are
illusory if insurance is available" only
to local governments with big reten-
tions, he noted.

Mr. Wood said the New South
Wales court system, in which the Dis-
trict Court uses arbitratom to try to
resolve claims before they go to court,
is contributing to councils' costs.

ToomanyDistrict Courtarbitrators
reach decisions "designed to appease
all parties," he said. "In other words,
find for the plaintiff, but award re-
duced damages" to dissuade parties
from seeking a court rehearing.

Mr. Wood said councils' possible
defenses are being"ignored or misun-
derstood, deliberately or otherwise"
by the majority of District Court arbi-
trators in an effort to find for injured
plaintiffs. Although claimants bear
the burden of proof,"the hurdles they
are required to clear to establish lia-
bility are minimal."

"Can a system which forces govern-

ment and local authorities to divert

funds from other pressing areas to

meet small, high-frequency claims be
said to be working?" he asked.

Attorney Michael Down, a Sydney
partner with law firm Phillips Fox,
warned public risk managers that
they and other council employees can
be sued personally. Government enti-
ties' employees traditionally enjoyed
an immunity from prosecution as
"servants of the Crown," but legisla-
tien has watered down that immuni-
ty, he noted.

In New South Wales, for example,
the Law Reform (Vicarious Liability)
Act 1983 and the Employees' Liabili-
ty Act 1991 mean government em-
ployees can no longer enjoy immunity
from tort suits and are being named
personally in proceedings seeking
damages for negligence, Mr. Down
warned.

However, he said the Crown could
not seek indemnity from an employee
unless the conduct was serious and
willful, or did not occur in the course
of employment, or did not arise out of
employment

And the Federal Insurance Con-
tracts Act 1983 prevents an employ-
er's insurer frpm exercising, under
subrogation rights, the employer's
right to claim against an employee,
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unless serious or willful misconduct
has occurred,

He warned that penalties could in-
clude damages, interest and costs for
both the claimant and the defendant's
own defense costs.

Attorney Diane Beer, a partner
with the Sydney firm Abbott Tout,
said local authorities should imple-
ment legal compliance programs.

"Compliance is expensive but es-
sential," she said, before warning that
non-compliance is even more expen-
sive. Breaches of some sections of the
federal Trade Practices Act attracted
penalties of up to $10 million Aus-
tralian ($7.8 rnillion) for a corporate
entity, including a council, and
$500,000 Australian ($388,200) for an
individual. Councils cannot pay pen-
alties imposed on officers personally,
Ms. Beer said.

Successful compliance programs
require commitment, an acceptance
of responsibility by appropriate coun-
cil officers, and education and train-
ing. A compliance program needs to
be continually reviewed and updated
as councils' activities, staff, the law
and potential risks change, she said.

Ms. Beer warned council risk man-

agers that they must be confident that

contractors are addressing risks when
council functions are outsoureed.

"When something goes wrong, who
is responsible to the ultimate con-
sumer?" she asked. "The public sector
organization, the contractor, or an in-
surance companyT'

Public sector entities should not as-
sume that responsibility lies with the
contractors. "Simply because a coun-
cil has outsourced its garbage collec-
tion service, for example, does not
mean that council is absolved of re-
sponsibility for the standard of the
service, or liability to the user of the
service."

But the message was not all bad for
public risk managers. Marianne Rob-
inson, manager-research with Syd-
ney-based underwriter GIO Australia
Ltd., said the environment created by
the increase in liability claims means
risk managers can pmve their worth.

"Don't allow the legal profession to
fill you with despair and desponden-
cy. Lawyers are not risk managers;
they are reactive to things in the past.
Don't get bogged down by the past,”
she said.

Courts today want to see imple-
mentation of sound risk management
plans. Through due diligence defens-

es, they give risk managers "a plat-
form"” from which to sell their sKkills.

"At a time when the public sector
dollar is rapidly diminishing, risk
managers have the ideal opportunity
to demonstrate how proactive risk
management can save money," she
said.

"Risk managers are, by definition,
survivors. Daily they run the gauntlet
of disinterest in their activities and
damage control for the sins of others
whose actions or policies have failed,"
Ms. Robinson said.

But by providing solutions to the
developing problems, risk managers
could help the public service dollar go
further. The challenge for today's risk
manager is to give up the "knowledge
is power" style of management and
ensure that 1Tmowledge is shared so
risk management commitments and
concepts filter down, she said.

"The dilemma facing risk managers
is that for years they have endured
lack of recognition and been regarded
as simple insurance purchasers."

Suddenly the high profile given to
corporate governance and legal com-
pliance has created an environment in
which they can achieve recognition.
— = icd _ 11

Service program wins awa rd

By KATE TILLEY

SYDNEY, Australia-A small
town government's program to mini-
mize its public liability by enhancing
customer service has won an award
of excellence from Australia's public-
sector risk management association.

The town of Deniliquin, New
South Wales, which is about 465
miles southwest of Sydney, imple-
mented a customer service system
five months ago to reduce the risk of
disgruntled taxpayers taking legal
action against its regional council (see
related Story)

The award for risk management
excellence was presented at the Aus-
tralian Public Risk & Insurance Man-
agement Assn.'s annual conference in
Sydney last month.

The system has worked so well that
the council is sharing its details with
other local government councils via
the National Local Government Cus-
tomer Service Network, a program
that brings together customer service
representatives from different coun-
cils, so other councils can use it to
minimize their risks.

The council developed its Customer
Service Request Management System
after acknowledging that unresolved
complaints about things like slip and
falls, potholes and problems with
garbage collection or bothersome

dogs could generate adverse publicity
and legal costs. By addressing these
types of complaints right away, the
council hopes to convince residents it
is unnecessary to lodge a formal com-
plaint or lawsuit in order to get satis-
faction. "Our aim is to have problems
identified, prioritized and fixed," said
Kate Pitt, Deniliquin's customer ser-
vice officer.

The system had to be accessible to
the public, simple but comprehensive,
and have built-in time limits to en-
sure customers know when their re-
guests will be met, she said.

Requests for action also now have
an easy-to-follow audit trail, which is
helpful if the council is later involved
in legal action, she noted. Requests
for service are monitored to ensure
they are followed.

The award was presented at the
APRIMA Conference by Graeme Jef-
fries, account and risk manager of
Jardine Australian Insurance Brokers
in Adelaide, South Australia.

Customer service and, more specif-
ically, reducing the risks associated
with poor service also was the topic of
an APRIMA Conference workshop.

"People want to be noticed; that's
what customer service is all about,”
Alannah Sledge, president of the New
South Wales Local Government Pub-
lie Relations Assn. and customer rela-

tions manager with the Hawkesbury

66Be Sure that you

If you're racing through this issue of Business Insurance because you
"borrowed" it from a colleague, you should have your own subscrip-
tion. Then you'll be first on the list. You can take as much time as you
like with all of Business InsuranceY exclusive worldwide news of loss

prevention, risk financing and benefit management every week.

Council, told the conference.

She said Australians want to be
dealt with sensitively and want infor-
mation that is up front, direct and
dear.

"You don't necessarily have to solve
the problem, but if you can identify a
track they can follow to get a solu-
tion, they will be happier,” she said.

Complaints should be seen as valu-
able sources of information about po-
tential problems and a way of moni-
toring service levels, she added.

For example, Ms. Sledge said most
local government forms that are filled
out after a slip and fall are not user-
friendly, and make the risk manager s
job harder when they fail to gather
needed information. She advised risk
managers to get someone unfamiliar
with the issue to "test drive"” the form
to ensure it is well-designed.

The risk of not addressing customer
service is clear in a crisis situation,
Ms. Sledge said. "You can reduce
your risk of exposure by having a
plan in place to deal with a crisis.”

If an organization has a customer-
service culture, it can create a "trust
bank" within its community, and
draw on that trust in a crisis by
"cashing in" happy customens.

Ms. Sledge said staff must be
trained to cope with crises and formal

structures have to be in place before-
hand to minimize the risk. EIll
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Zurich

Continued from page 23

(BI, April 17, 1995). About 31% of
Zurich's gross life and non-life premi-
ums of 27.4 billion Swiss francs
($20.34 billion) originate in the Unit-
ed States.

Gross premiums for Zurich's rein-
surance operations at year end totaled
3.6 billion Swiss francs ($2.67 billion),
a 22.7% rise from 1995. This includes
New York-based Zurich Reinsurance
Centre Holdings Inc. and Centre Rein-
surance (Bermuda) Ltd. in Bermuda,
which Mr. Gluckstern founded.
Zurich has offered to buy the out-
standing publicly held shares of ZRC
and hopes to close the deal in the au-

L I b I I I t
Continued from page 23

most member states "are aimed at
condemning or rernedying serious
cases of sexual harassment and do lit-
tle to prevent the problem from occur-
ring," according to an E.C. report. The
European Commission estimates that
at least 30% of women in the work-

force have been subjected to harass-
ment.

This heightened focus on employ-
ment practices liability could lead to
greater interest in insurance coverage
Eor these risks, insurers say. Insurance
Ls available in Europe either as a
stand-alone EPL policy or through
endorsements to directors and officers
coverage, according to Sedgwick's
Mr. Foord-Kelcey.

In Europe, the most common ap-
proach is to extend D&O policies to
provide coverage for discrimination
and other employment-related dis-
putes, he said. But he added that
many of these extensions cover only
Lndividuals, whereas most claims
brought in Europe are against compa-

Mr. Foord-Kelcey said that many
Dompanies are uninsured for such
risks, regarding employment disputes
as a "cost of business.” However,
high-profile U.S. cases have alerted
companies to the potential of catas-
trophic losses, he said.

In 1996, Texaco Inc. paid $176.1
million to settle race discrimination
claims with a group of employees,
while the Equal Employment Oppor-
tunity Commission filed sexual ha-
rassment charges against Mitsubishi
Motor Manufacturing Co. of America
m behalf of at least 500 claimants (B,
Dec. 23, 1996).

Bermuda-based X.L. Insurance Co.
Ltd., which last year launched a
stand-alone policy offering employers
up to $100 million against employee
lawsuits relating to such oSenses as
iob discrimination, sexual harassment
and wrongful dismissal, is getting
some interest from European corpo-
rations, said Jim Ansaldi, senior vp-
professional lines.

Mr. Ansaldi spoke to risk managers
about the product at a seminar in
Dublin last month.

Although he acknowledged that the
issue has been largely confined to U.S.
exposures to date, changing legisla-
tion throughout the world-including
Europe, Japan, Israel and Australia-
willincrease the need for multination-
al operations to cover their exposures
outside the United States.

Employment practices liability in-
surance is "a viable product to be sold
in Europe," said Mr. Ansaldi, who
predicted that in the next three to five
years European discrimination law
will be overhauled.

AIG Europe (UK) Ltd. two months
ago launched stand-alone coverage
for employment practice liability as
well as D&O extension coverage for
both individuals and corporate enti-

ties. said Alexander Baugh. a senior

tumn (BI, Jan. 20). A ZRC minority
shareholder late last month chal-
lenged the Zurich offer as inadequate-
ly priced (Bl, May 26).

Much of Zurich's stellar perfor-
mance is due to gains in investment
income. While the group's total un-
derwriting loss increased nearly 30%
to 4.9 billion Swiss francs ($3.64 bil-
lion), investment income rose 28% to
6.7 billion Swiss francs ($4.97 billion).

The group increased its underwrit-
ing reserves 37% to 101.6 billion
Swiss francs ($75.43 billion), while it
increased its capital and surplus 28%
to 13.7 billion Swiss francs ($10.17
billion).

Reserves were increased not so

much because U.S. environmental

and health hazard liabilities are grow-

vp

Most of the interest in AIG Europe's
stand-alone coverage so far has come
from European companies with U.S.
exposures, Mr. Baugh said. However,
many of those companies are buying
the coverage on a global basis and not
just for U.S. subsidiaries.

Class-action suits are not as com-
mon in Europe as in the United
States, but publicity about increasing
discrimination compensation awards
is making European companies more
concerned about the issue, he said.

Lloyd's of London underwriter lan
West also is seeing an increasing num-
ber of European companies asking for
employment practices coverage as an
ectension for their D&0 coverage. Mr.
West, who is the professional and fi-
nancial lines underwriter for syndi-
cate 702, says that companies are
looking for the coverage for ecposures
outside the United States as well as
U.S. exposures.

Syndicate 702, which is managed
by Octavian Syndicates Management
Ltd., also provides employment prac-
tices insurance through its commer-
cial legal proceedings insurance,
which is underwritten by legal ex-
pense underwriter Terry Mason. Ell

INTERNATIONAL

ing but because the insurer takes a
conservative approach to reserving,
said Mr. Hueppi. None of Zurich's
U.S. operations has reported a claim
from a tobacco manufacturer in light

of the recent settlement talks with

smokers and state attorneys general

(BIl, May 12; April 21), he added.
Meanwhile, the insurance group is
investigating whether it wrote any life
insurance policies for victims of the
Holocaust, even though Zurich was
one of the smallest players in the Ger-

man life market before World War I[.

The sums of money involved are so
small that they are immaterial, said
Mr. Hueppi However, "we are taking
this topic very seriously, not just emo-
tionally, but we are cooperating” with

Swiss authorities who are looking into
the matter. 1ai
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HELP WANTED HELP WANTED HELP WANTED HELP WANTED HELP WANTED HELP WANTED

5®LZEDS*»1!F PROPERTY AND CASUALTY MARKEHNG

- Republic UnNnderwiriters
= Insurance Group, a group of fwe
property and casualty insurance companies writ-
ing primarily personal lines in the Southwestern United
States, is searching for a Corporate Controller in its Dallas Home Office.

This posion has overall responsibility for the accounting operations of the
group, managing a staff ol approximately 25 professional and clerical indi-
viduals, which includes operational accounting, financial reporting on a statu-
tory, US GAAP, and Swiss GAAP basis, investment aceounting, expense
analysis and accounts payable. This position has significant interaction with
the Company's senior management as well as personnel from the parent
Company, Winterthur Swiss Insurance Company.

The successful candidate for this position must have a balance of strong
technical accounting skills, including property and casualty insurance
accounting, and demonstrated management and leadership abilities. This
person will have 10 or more years experience split between public aecount-
ing and industry assignments, with previous managementexperience in the
industry.

Republic offers a competitive compensation and beneft package. For confi-
denial oonsideration, please mail your resume to: Republic Unde,writers
Insurance Company, Attn: Human Resources-CC, P.O. Box 660560,
Dallas, TX 75266-0560, or fax to (214) 5594133. Weare an equal opportu-

nity employer.

republic

Hewitt Associates LLC is a global
management consulting firm specializing
in human resource solutions. We help
organizations become more effective by

effing.hg best PRI REORIS /R

Ion -term management strategies to day-

ay administration and delivery of
human resource service all striving to
create an engaged and e#ective workforce.
Currently, we are seeking a Benefits
Consultant to join our Benefits Practice
at our national center in Lincolnshire.

BENEFITS
CONSULTANT/AUDITOR

You will audit our clients' health care
claims processed at major insurance
companies throughout the country.
Adchtional responsibilities include
performing ogerational evaluations,
compiling and analvzing findings, and

writing reports detkiling processes,
conclusions and recommendations.

The ability to mana2e multiple tasks and
proiects is required. NE seek an individual
with a strong work ethic, orientation to
detail and the commitment to meet tight
deadlines. Between 50 and 60% domestic

travel will be required.

We require a BA/BS and prefer 4-6
years experience in a medical claim
administration settinE. Supervisory
capacity a plus. PC slalls, including

Eroflc:lency in Word, WordPerfect and

4re essenial

For consideration, olease send your
resume to: Hewitt Associates LLC, 100
Half Day Road, Lincolnshire, IL 60069.
Please use reference number 457. Equal
Oportunity Employer. For more

miormation, please visit our web site
at www. heW|ttassoc com

Looking For An Educated,

441441 *'19
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Near Ar-rth Insurance Brc,kerage, Inc. one ofthenationk largest independent
brokerase firms, has beenproviding riskmanagement ccnsultins services for over
30years Weareseekinghighlysuccessfulprofessional:withprovene=pertisein
Property/Casualty and Emptoyee Benefits business production foi ourLcsAngeles,
Dallas, %shington, DC and Chicago offices. W: have opportunitiestor:

PRODUCERS

The idell candidate is a highly motivated professional with a successful record
of new business development gained from a brckerage enviroament. We prefer
individuals with a bookofestablished business or the proven Ebility ti generate
new bu:;iness. Account Executives curTently in a service position who seek
greater opportunity will also be given con:idention.

We are a fast-paced, entrepreneurial firm providing services to a highly
diversified client base. Technical resource support, leading edge systems
technology and communications are just a few of the advantages available with
our fim. You can expect an excellent compensation and benefits pickage and
exceptional growth potential. Please mul or FAX (312-515-4497) resume
with sadary history to: Jeff Ludwig

NEAR NORTH INSURANCE BROKERAGE, INC.
875 N. Michigan Avenue
Chicago, IL 60611
A MEMBER MRE NEAR N JRTH NAnoNAL GROUP
Equal Opportunily Employer

For a 1997 Classified Rate Card call: (312) 649-5340

HELP WANTED HELP WANTED

Senior Associate

Diswance and Financial Services

Leading global executive search consulting firm
seeks an exceptional individual to join the firm as a
Senior Associate in the Insurance and Financial

Services specialty practice based in New York City.

The individual we are seeking will play an important
role in assisting leading property/casualt};
reinsurance, life/health insumnce and insurance
brokerage firms in identifying attracting and
evaluating seniar managers across all functions. Work
would also include crossover into other areas of
financial services including banking investment
banking and corporate Enance The role will be to
assist in the completion of executive search consulung
assignments including directing research, developing
anc evaluating candidate and writing reports

Expedence in eecutive search consulting or
managrment oonsulting is desirable and the individual
shculd have a knowledge of insurance and/or financial
services An undergraduate degree is required and a
graduate degree would be desirable We offer an
outstanding opportunity for career growth and
development plus attractive compensationand benefits

For confidential corsideration please send resume and salary
re*urements to:
Business Insurance BOX 3039
740 N Rush Street
Chicagg Ill 60611-2590

NJ agency seeks experienced individual with
strong NJ commercial lines knowledge, and who
has experience in maintaining positive
insurance carrier relationships. EOE. Mail
resume and salary requirementsto

DEM POW
P.0. Box 1261

Englewood (liffs, BU 01632

HELP WANTED

RISK MANAGER

The City of Spokane, Washington is cur-
rently recruiting for the above position.
The individual we are seeking will have
successfully demonstrated skills in:

+ Ability to plan and supervise the work of
subordinate employees.

« Providing technical advise on insurance
and liability provisions to be included in
construction contracts, leases and other
agreements.

. Establishing and meeting risk manage-
ment program goals and objectives.

+ Preparing recommendations regarding
methods of handling various risks.

« Identifying facilities, work processes,
conditions and/or situations susceptible to
potential loss and recommending im-
provement.

« Developing and implementing aggres-
sive and effective loss control program.
MINIMUM EDUCATION AND EXPERIENCE:
Graduation from an accredited four year
college or university with a degree in ousi-
ness administration, public administra-
tion, insurance, risk or safety manage-
ment or a closely related field. Four years
of progressively responsible experience in
the field of risk management, loss preven-
tion, insurance administration or directly
related field, preferable in the public sec-
tor with at least two years supervisory ex-
perience.

CPCU and/or ARM professional designa-
tions are desirable and will be considered

in the selection process.

In addition to an excellent employee ben-
efit package, the 1997 salary range is:
$49,694 - $61,888 annually. Resumes
should be sent as soon as possible and
must be postmarked no later than JUNE
13, 1997. Apply to:

Human Resources Director

City of Spokane
808 West Spokane Falls Blvd.
Spokane, WA 99201-3327
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Commercial Consumers

Administrative:

CEO's, Presidents, and Ownets, .2,200
Vice Presidents, Genetal Managersand

Other Administ,a#ve Personnel . 5,129
Financial:

Chief finandal Omrers and Vice Presidents
offinance ................... .. 3,166
Secretaries, Tmasurem, controllersand

other Fmancial Personnel . 2,973

Risl/Employee Benefits:

Vice PresidenE, Difectom, Managets, and other
related depament pemonnel of: insulanCe, tisk,
employee benets, pemonnel, compensation,
pension, safety, secuti, industtial relations,

human msources md employeel

laborrelauors . 17,043
Sub-total. ................ 30,511
Associauons. 291

Government, Unions and

Edudonal institutions. 946

Commercial Consumers

Sub-total................... .31,747
Insulance Agents and Bmkers . 8,5EZ
Insulance Companies 727

Accounbnts, Actuaties,
Attorneys & Consultants . 2,831
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Drugs

:ontinued from page 1
nium credits is another difficult
ssue for employers and state offi-
ials.

Unless data collection is im-
iroved and program performance
nore accurately assessed, employ-
'rs with effective workers comp
,rograms may be subsidizing
hose with ineffective drug-test
irograms. That could cause over-
11 workers comp rates to go up
mfairly or insurers to bear a dis-
Iroportionate share of the cost.

Robert Kriebel, coordinator of
he Tennessee Department of La-
ior's Drug-Free Workplace Pro-
:ram, agreed that acquiring good
lata is important, "just so we
iave a statistical basis to make
lecisions."”

Tennessee's program was man-
lated by the state's 1996 workers
omp reform act, though the need
or technical amendments to the
mt and approval of operating
luidelines have delayed imple-
nentation until later this year.

The topic of determining statis-
ically valid premium credits is
ncreasingly important nationally,
)ecause a growing number of
tates are adopting or considering
imilar legislation as well as larg-
r premium credits.

Eight states in the past few
rears have enacted some type of
trug-free workplace premium
redit, and eight more states con-
idered similar bills during their
:urrent legislative sessions, ac-
ording to the Alliance.

Alabama, Florida, Georgia,
)hio, Mississippi, Tennessee, Vir-
linia and Washington have adopt-
d the programs. Similar premium
redit bills are pending in Hawaii,
1linois, Louisiana, Massachusetts,
Jew York, South Carolina, Texas
nd Vermont.

Proposed premium credit
mounts also are expanding be-
ond the typical 5% level, which
tates often adopt as part of re-
orm negotiations.

For example, Georgia's new law
alls for a 7.5% credit. In addi-
ion, Ohio's recently enacted law
alls for tiered credits ranging
rom 6% to 20%, with random
trug testing required to earn the
igher discounts, according to the
Llliance.

Most drug-free workplace pro-
rams do not require random test-
ng, though that is considered the
nost effective approach.

A typical drug-free workplace
irogram, like that proposed in
'ennessee, includes some pre-em-
doyment and post-accident test-
ng, in addition to testing for
reasonable suspicion” when a
vorker is behaving erratically.

Most programs test a worker's
gine for alcohol, amphetamines,
:ocaine, opiates and cannabis-
ype substances.

The data collection component
d the Tennessee program still is
leing determined, but an Al-
iance-backed proposal asks each
larticipating employer to com-
dete a simple form that asks
vhen its program began, who
toes its testing, who serves as its
Nnedical review officer and the
tumber of tests done. An employ-
r would update the form annual-
y and if it decides to disband the
Irogram or when state authorities
isk for it.

A key component of the Ten-
iessee drug-free workplace pro-
Iram is the NCClI's pledge to ana-
yze the employer's workers com-
lensation claims data in the con-
ext of the drug-free workplace
brogram start date and other
tata. That and other comparisons
tre expected to yield an accurate

evaluation of the program's true
effectiveness. Tennessee law then
allows the percentage of premium
credit in future years to be adjust-
ed from the expected 5 % to an
"actuarially sound" number.
Tennessee's drug-free work-
place program "is of high interest
to a fairly good percentage” of the
1,800 employers that belong to the
Tennessee Assn. of Business, said
Bob Gaskill, vp of the Nashville,
Tenn.-based group. The group
represents employers of all sizes.
In states that allow premium
credits for drug-free workplace
programs, most employers at-
tracted to such programs tend to
be midsize-with premiums less
than $10 million--or smaller com-
panies, because many large em-
ployers are self-insured, said
Anne Allen, state affairs director
for the Risk & Insurance Manage-
ment Society Inc. in New York.

Mr. Gaskill said two key attrac-
tions of Tennessee's proposed pro-
gram are the likely initial 5% dis-
count as well as a reversal of pre-
sumption in a discharge case. As a
result of the presumption, adjudi-
cators will presume that a job-re-
lated injury involving a worker
who tests positive was caused pri-
marily by the presence of the
drug, and workers comp benefits
may be denied.

However, this presumption may
be countered by the testimony of a
medical review officer, for exam-
ple, in cases in which the accident
was not caused by the substance-
abusing worker.

No such presumption exists
now; instead, the presumption is
that the employer is liable for a
workers comp claim in an acci-
dent.

At least two unions in Ten-

nessee also support drug-free
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workplace programs to promote
safety and jobs by enhancing em-
ployer competitiveness.

"We always promoted it, be-
cause it makes a safer work envi-
ronment and helps us meet our
schedules and hold costs down on
jobs," said Jack Gatlin, business
manager and financial secretary
for the International Brotherhood

of Electrical Workers Local 474 in

Memphis. "It also keeps workers
comp premiums low, which helps
our contractors be more competi-
tive.™

"We don't want drugs or alcohol
in the workplace, not only be-
cause it is dangerous for the indi-
vidual person involved but it also
can endanger co-workers," said

James G. Neeley, president of the

Tennessee's AFL-ClO Labor
Council in Nashville.
Both union leaders serve on the

state's 12-member Workers' Com-

It's clear. Your best resource is here !

pensation Advisory Council, along
with a representative of the Ten-
Nnessee association.

Legislators' increased interest
in drug testing tracks what the
majority of major employers are

already doing. According to a

1996 American Management

Assn. survey of major companies,
the number of companies testing
for drugs nearly quadrupled to
81% since 1987 (BI, April 29,
1996).

Employers implementing drug-
free workplace programs also
should be wary of the new liabili-
ties they create. Employers must
keep workers' results confidential
and ensure that testing companies
perform appropriately, said David
Holcombe, risk manager of the In-
ternational Speedway Corp. in
Daytona Beach, Fla. He chairs
RIMS' Government Affairs Com-

mittee. Tul
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Olson

Continued from page 3
commodation is just one very small
corner of what lawyers call employ-

Lawsuits over employment refer-
ences have led to the "collapse
of the job reference system " in numer-
ous industries and professions, Mr.
Olson said. This, in turn, has led to
threats to public safety and tragedy,
5uch as when incompetent pilots have
not been adequately screened and
then have caused air crashes, he said.

Employment law is"why many em-
ployers have found themselves
tongue-tied" in job interviews. "Ours
may be the first government in histo-
ry that has tried to ban small talk," at
least in job interviews and in other
workplace situations, he said.

"Employment law keeps getting
more stringent every year,"” warned
Mr. Olson. In addition, the mere filing

of a job-related suit is likely to cause
an employer financial woes. "To file a
lawsuit, win or lose" is to inflict hun-
dre(is of thousands of costs upon an
employer, he said.

Mr. Olson added that employment
law, designed to protect workers,
breaks every promise it implies. Fear
of employment-related suits has
prompted many employers to hire
temporary workers rather than full-
time employees whose age or other
special status might serve as the basis
for a lawsuit.

As employers attempt to meet the
demands of employment laws, the
workplace grows ever more bureau-
cratic and inflexible, he said. Employ-
ment laws can give an edge to skilled
practitioners of office politics at the
expense of other employees, he added.

Mr. Olson called for a return to an
emphasis on "freedom of association,"
the doctrine that has traditionally
governed U.S. workplace relation-
ships. He cited a pair of Supreme
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Court decisions from the early part of
the century upholding that doctrine.

"We did have it figured out then; it's
not beyond our wits to figure it out
now," he said.

Mr. Olson shared the podium with
Ricky Silberman, executive djrector
of the Congressional Office of Compli-
ance-which oversees Congress' ef-
forts to comply with employment
laws-and a former employment offi-
cial in Republican administrations.
Ms. Silberman agreed with many of
Mr. Olson's points and added a few
critiques of her own.

She was particularly critical of
what she considered an application of
affirmative action that promotes
"mediocrity"” in the workplace. Ms.
Silberman condemned the view of
some affirmative action proponents
that "if proportional representation is
to be realized," only African-Ameri-
cans can be judged against other
African-Americans, women against
other women and so on. wi

Hospital denies plea
for infection data

By LISA SCOTT

Crain News Service

IOWA CITY, lowa-A prestigious
lowa hospital is refusing to publicly
release its nosocomial infection rate,
and it has the backing of the state's
hospital association, which says re-
leasing such information isn't in the
public's best interest.

Nosocomial infections are infec-
tions that patients acquire during
their hospital stays.

In a case pending before the lowa
Supreme Court, the attorney for
University of lowa Hospitals & Clin-
ics in lowa City recently argued that
releasing the hospital's infection
rate would jeopardize the hospital's
efforts to prevent such hospital-ac-
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quired infections.

And in an amicus brief, the Assn.
of lowa Hospitals & Health Systems
said releasing data on nosocomial
infections would run counter tc
public interest.

Hospitals' case mix, procedure
preference and sample size, among
other factors, affect the data and
make comparisons between facili-
ties difficult, the association said.
Analyzing hospitals' quality-im-
provement processes and infection-
control programs would give con-
sumers more useful information, it
said.

The case dates back to 1994, when
the 822-bed hospital refused to re-
lease its infection rate to Karen Bur-
ton, a 52-year-old retiree who was
trying to pick a hospital at which b
have elective ear surgery.

Ms. Burton, who has yet to have
the procedure, sued the hospital,
claiming its refusal violated the
state's open-records law. The unt-
versity facility is a state-owned ir>
stitution.

It's absurd to ask people to choose
whether and where to have surgery
without giving them facilities' infec-
tion rates, Ms. Burton said. "It's ba-

sic risk information,” she said. "If
this weren't the health care arena,
where there's a tradition of guild-
like behavior, people wouldn't think
twice about releasing this."

The hospital argues that infection-
rate data must be kept confidential.
If not, physicians and other clinical
workers might stop reporting the in-
formation, hindering efforts to re-
duce nosocomial infections.

Technically, the case focuses on
whether the lowa open-records law
requires such information to be
made public. The hospital argues the

law gives it discretion in the matter;
Ms. Burton contends it doesn't.

A state trial court earlier had sid-
ed with Ms. Burton, ordering the
hospital to release the information.
The state Supreme Court's ruling on
the hospital's appeal is expected this

summer. Eli
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Reinsurers

:ontinued from page 2

ery, very competitive, as compet-
live as I've seen it," said Richard
9. Cole, chairman and CEO of
itamford, Conn.-based Chartwell
:e Corp.

"We expect market conditions
o continue to be very competi-
[ve, both domestically and in in-
ernational markets as well as in
he property cat market in
iermuda,” said Susan Spivak, vp
iith Donaldson, Lufkin & Jen-
ette Securities Corp. in New
'ork.

"The casualty hard market of
he mitl-'80s and the property
ard market of the mid-'905 are
ver, and the low ebb of the un-
erwriting cycle has taken over
he reinsurance market, which
ieans that the party's over," said
)ennis Zettervall, CEO of Hart-
ird, Conn.-based Hartford Re Co.

"l think the market maybe got a
ttle drunk on the idea that it was
asy to grow in the reinsurance
usiness, and | think many rein-
urers now are waking up to the
act they have to work twice as
ard to accomplish half as much,"
aid Mr. Zettervall.

The 46 reinsurers surveyed by
e Reinsurance Assn. of America
aported a 100.9% combined ratio
)r the first three months of 1997,
ompared with a 101.3% com-
ined ratio for a similar group in
ie year-earlier quarter.

The Top 20 reinsurers, based on
et premiums written, reported a
9.4% combined ratio. This com-
ares with a 102.9% combined ra-
o for the 19 reinsurers that re-
orted 1996 results.

Business Insurance has com-
ined the 1997 and 1996 RAA re-
alts of American Re Corp. and
lunich American Reinsurance
o. operations. Although the two
re now operating as one compa-
y, the merger of the two legal en-
ties will not be complete until

the third quarter, according to
Mr. Tritton. VWhen combined in
this way, American Re inches
ahead of General Re Corp. to the
No. 1 spot based on net premiums

written.

Business Insurance's survey in-
cludes results for the Berkshire
Hathaway Group, which does not
participate in the RAA survey.

The Top 20 also includes results
of the Gerling Global Reinsurance
Corp. of America, a unit of Ger-
many's Gerling Group that was
just formed in January and did
not report 1996 results. Its $92.1
miillion in Nnet
premiums writ-
ten includes
about $45 mil-
lion written b

with the re—
maining premi-
um reflecting an
unearned pre-
mium portfolio
transaction
from Gerling's
U.S. branch, which is no longer
writing new business, according
to president and CEO Charles
Troiano (BI, Jan. 27)

The 46 reinsurers in the RAA
survey reported a 9.4% increase in
net premiums written, to $5 bil-
lion from $4.57 billion.

Excluding Gerling, the Top 19
reinsurers posted a 7.1% increase
to $4.64 billion from $4.33 billion.

Results were "certainly re-
spectable,” with no major proper-
ty catastrophes and no great
amount of emerging losses from
any new mass torts on the casual-
ty business, said Mike Schell, se-
nior vp of North American under-
writing f6r St. Paul Re.

The 100.7% combined ratio is
"totally unexpected at this time in
the cycle," said Bard E. Bunaes,
chairman and CEO of Constitu-
tion Reinsurance Corp. in New
York. "Obviously, the first quar-
ter was basically catastrophe-
free, and that impacted the re-

Sults.”

"l think at the end of the day
we're all tied to natural catastro-
phes," said John Berger, president
of USF&G Re Inc., a Morristown,
N.J.-based unit of USF&G Corp.

"One thing that struck me is
how good the numbers look. A lot
of companies are showing strong
growth, with low combined ratios,
and given today's competition on
the rating front, | wonder how
that can be and how long that can
continue,"” he added.

"I think the reported experience
always lags the calendar accident

He noted, however, that "what
we're seeing today for the first
time in a while is some ceding
companies getting quotes on low-
ering their retentions, which
means that they think maybe the
price of reinsurance is more at-
tractive than keeping it net, and
for companies to start thinking
that way, in an environment
where net premium growth is dif-
ficult to achieve, that tells you
something about their view of the
price of reinsurance."

Some observers also see an in-
crease in pro rata business.

"We're seeing

For<co>ogpFE>cc>r Eica>r =l

year results,” and when we look
back at the business actually
written in 1996 and 1997, it will
not be "super profitable," said
Mr. Berger.

"It seems that the one thing that
the industry has in its favor,
which doesn't help the market-
place, is that the investment re-
turns continue to be very good,
and most of net income is really
dependent upon the investment
returns that companies have been
able to realize over the last couple
of years," said Adrienne W. Reid,
senior vp and chief treaty under-
writing officer for Zurich Rein-
surance Centre Inc. in New York.

Reinsurers are reporting better
results than primary insurers be-
cause "business is done on an ex-
cess-of-loss basis, and with the
retention increases that we saw in
the last several years, reinsurers
are more removed from the inade-
quacy of day-to-day pricing, said
American Re's Mr. Tritton.

business creep

y "1 think the market maybe got a little drunk back," though
Gerling Global, on the idea that it was easy to grow in

the reinsurance business,' says Dennis
Zettervall of Hartford Re Co.

basis, in re-
sponse to the
demand of pri-

mary
nies, particular-

compa-

ly those who
need capacity,
said Craig
Elkind, a director at Standard &
Poor's Corp. in New York. This
business, which earns higher pre-
miums, helps explain reinsurers'’
net premium growth, he noted.

However, Hoyt H. Wood Jr., se-
nior vp-property and casualty
reinsurance division at Employers
Reinsurance Corp., said, "My sus-
picion is a lot of reinsurers are go-
ing looking" for quota-share busi-
ness so they can show some
growth.

"We aren't doing that," said Mr.
Wood, who noted Employers Re's
net written premiums are down
13.6%, to $401.4 million, princi-
pally because it has moved some
aviation business from Employers
Re's U.S. operation to its Frank-
ona Re subsidiary in Germany.

Pointing in particular to the
premium growth among the low-
er-tier reinsurers based on net
premiums written, which in some
cases was more than 40%, Mike
Smith, an analyst with Salomon

feet of some insurance companies

premiums."”

Smith.

mechanism," he said.

"What we're seeing now, 1

reinsurance market 10 years ago,

ance underwriter," he said.

stable,"” he said.

capitalized," said Jerome Karter,

premium-to-surplus

Largest U.S. reinsurers’ first.quarter 1997 results

Ranked by net reinsurance premiums written. All amounts in thousands of dollars.

Net

reinsurance

Net

reinsurance

Policyholders

Losses

premiums premiums surplus Net & loss Combined Combined
Reinsurers written written (reinsurers income adjustment Loss Underwriting Expense ratio ratio
1997 1996 only) 1997 expenses ratio expenses ratio 1997 1996
1. American Re* 838,117 689,334 2,253,224 40,938 449,589 68.6 245,876 29.3 97.9 96.1
2. General Re 794,579 688,934 5,597,505 184,783 536,188 67.9 2431945 30.7 98.5 98.9
3. Berkshire Hathaway - 447,500. 406,300 N/A N/A -fr 99,900, . ..U. 101*,2, ..HiSdij«?,4(!94>b, 5.9yi;j;}]'}W-106_9 115.3 r:
4. Employers Re 401,417 464,409 4,342,755 101,872 296,539 70.5 139,249 34.7 105.2 103.7
..*55. Transatlantic/Putnam 254,373 9*1 251,932{**ScS*960,71%55ff*,700 176,435- 74.5 64,941 & «,14,425.5 100.0 »101.2
6. Everest Re 234,387 223,389 798,632 36,096 167,142 70.8 72,045 30.7 101.5 105.2
7. Zurich Re Centre 178,419 176,622 700,275 11,464 138,238 75.0 56,212 31.5 106.5 103.9
8. Swiss Re America 169,915 180,758 1,185,481 76,152 126,681 67.7 62,204 36.6 104.3 104.4
9. Hartford Re Co. 167,133 150,661 N/A N/A 127,388 79.2 45,614 27.3 106.5 115.8
10. St. Paul Re 165,182 193,223 N/A N/A 140,727 72.9 51,744 31.3 104.2 104.7
11. TIG Re Co. 144,351 136,800 533,008 20,104 94,799 73.8 42,379 29.4 103.1 101.8
12. SCOR U.S. Group 137,782 71,146 411,960 18,179 111,509 69.9 48,330 35.1 105.0 106.0
13. Kemper Re 123,444 123,660 513,580 8,627 80,246 77.2 39,842 32.3 109.5 106.4
14. NAC Re 122,293 109,583 666,585 13,996 78,387 65.8 44,382 36.3 102.1 101.5
15. F&G Re 117,735 127,719 N/A N/A 79,744 67.3 30,649 26.0 93.3 92.4
16. Constitution Re 108,160 136,019 367,203 12,439 87,816 73.6 32,804 30.3 103.9 102.0
17. Underwriters Re 98,191 92,253 591,841 10,160 68,767 75.8 25,903 26.4 102.2 102.7
18. Gerling Global Re 92,104 O 196,297 (12,627) 25,560 7.7 22,346 24.3 102.0
19. Chartwell Re 69,912 49,384 240,529 3,654 42,035 68.0 23,757 34.0 102.0 108.1
20. Signet Star Re 68,469 62,402 259,568 1,633 45,783 721 21,508 31.4 103.6 102.2
Totals for Top 20 4,733,463 4,334,528 19,619,160 559,170 2,973,473 71.5 1,319,030 27.9 99.4 102.9
Total for all companies 4,998,607 24,157,923 665,714 3,294,222 70.2 1,537,062 30.7 100.9 101.3

4,569,777

'81.11**id<Sahtihebud4esa of Mun American Reinsurance Co.

Source: Reinsurance Assn. 01 America and Business /nsurance
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Ar.b it rati O n other Insurer attorneys said the rul- "Once you get that first decision,
ing confhcts with the limited case it'S easier to get the second, third and
fourth courts to follow," Mr Steuber

Conttnued hompage | Insurer attorney Perry Kreidman, said
1993 a partner with Wilson, Elser, Pohcyholder attorneys hope the

The policy provided almost $3 8 Moskowitz, Edelman & Dicker in decision sends a message to Lloyd's
milhon of hmits to cover some of Washington, noted that some rein- If the service-of-suit: clause is meant
EER's expenses if the U S space surance contracts contain both pro- only as an arbitration aid to pollcy-
agency canceled a commercial satel- Lisions When coverage disputes holders, the clause should state that
hte launch program, which EER was have arisen, the reinsurers have sub- intention clearly, the attorneys said,
developmg The pollcy covered sums mitted to U S court luns(11(ton In echoing comments by Judge Benson
EER would owe sub-contractor most cases, courts, including the 2nd Policyholder attorney Wilham
Thiokol Corp of Ogden, Utah, for its U S Circuit Court of Appeals, have Greaney, a partner with Covmgton
non-recurring costs to develop rock- ruled that coverage disputes should & Burlrng in Washington, said the
et motors for the proJect Though be arbitrated, he said underwriters' argument struck him
EER purchased the coverage, But, courts tend to look at pohey- as "an afterthought” to explain away
Thiokol is the "named assured " holder/msurer and insurer/reinsurer their "mistake" of Including both

The National Aeronautics and disputes differently, said polleyhold- clauses in the pollcy He noted that
Space Administration in 1994 can- er attorney Davld Steuber, a partner pohcyholders would not have to sue
celed funding for the prolect after -with Troop Meisinger Steuber & Pa- m US courts to enforce the arbitra-
Congress trinlmed NASA's budget sich LLP in Los Angeles Insurers bon clause
that year are used to resolving disputes m ar- The underwnters' mistake was not

Thiokol then sought nearly $3 7 bitration settings m London, he said guessmg how the service-of-suit
milhon under the policy from 'It also goes to show that when it clause would be misinterpreted, sald
Lioyd's serves insurers' purposes to argue LeBoeuf's Mr Hansell

The underwnters refused to In- that the service-of-suit clause But, Judge Benson and some poll-
demmfy Thiokol They argued that trumps the arbitration clause, they'll eyholder attorneys said a September
the fundmg revocation did not mean do so," observed pollcyholder attor- 1971 letter from the Lloyd's Under-
the project had been canceled ney Mark F Rosenberg, a partner writers Non-Marine Assn to the

Thiokol sued for coverage The un- with Sulhvan & Cromwell of New Lloyd s Insurance Brokers Commit-
derwriters sought a stay of the litiga- York tee raises questions about the under-
tion so the dispute could be arbitrat- Thiokol would not allow its law writers' intentions The letter, refer-
ed in England They argued that the firm, Anderson Kill & Ohck P C of nng to a LeBoeuf letter to the Com-
service-of-suit clause was meant to New York, to comment mittee of Lloyd's, warns of potential
aid pohcyholders m forcing under- Attorneys were divided on market problems if Lloyd's under-
wnters to arbitrate disputes and en- whether the rulrng would influence wnters weaken poheyholders' rights
force arbitrators' coverage awards other courts under the service-of-suit clause and

U S District Court Judge Dee Notmg that Judge Benson pointed routinely complicate coverage htiga-
Benson cited three reasons why the out the uniqueness of this case's tion by trying to move the litigation
service-of-suit clause supersedes the facts, particularly the court's inter- to federal courts from state coults
arbitration clause and Thiokol may pretation that Thiokol was not the Pollcyholder attorneys say the let-
pollicyholder even though it was the ter shows the market traditionally

* Because the service-of-suit "named assured," the case likely will used the service-of-suit clause to as-
clause mentions "the assured " it iS not influence other courts, said m- sure U S pollcyholders that they
more specific than the arbitration sirer attorney Dean Hansell, a part- would not lose their rights to sue for
clause and modifies that clause ner with LeBoeuf, Lamb,f Greene & coverage in U S courts That was a

* The 10th US Cilrcult Coun of MacRae LLP m Los Angeles valuable marketmg tool for Lloyd's,
Appeals, whose decisions apply to Mr Hansell and other attorneys, the attorneys said
Utah cases, has ruled that ambigu- though, disagree with the court on "That's a very valuable piece of
ous pollcy language must be con- that pomt They say Thiokol is the evidence," Mr Steuber said
strued in favor of pohcyholders poheyholder, because it was the "as- Mi Hansell said the letter is irrel-

In "harmonizmg" confheting sured
pollcy provisions, the more reason- Still, that distinction by Judge how the two disputed clauses in the
able interpretation is that Thiokol Benson gives courts an opportunity, EER policy would work m concert
may sue Lloyd's m US courts for if they want it, not to rely on the rul- Even some pollcyholder attorneys
coverage, while EER would be obli- mg, Mr Rosenberg sad are unsure how useful the letter will
gated to arbitrate any coverage dis- He and other policyholder attor- be m future cases
pute neys, though, said the case would in-

Lloyd's attorney Ethan Greenberg fluence other courts, because It Thiokol Corp vs Certain Under-
of Morgan, Lewis & Bocklus LLP shows reasonable nunds can inter- wnters at Lloyd's of London, US
in New York would not comment be- pret the combined effect of the Distict Court in Utah-Northern Di-
cause the litigation is ongoing But, clauses ddferently viawn, No 1 96-CV-028 B

Life realities best pitch for LTC cover

By ROBERT KAZEL

law on this issue

press its suit

evant because it does not deal with

by younger workers who have suf- employees defray premiums All but
fered accidents or catastrophic or one of the employers responding to
Old age Frailty Disabling acci- chronic sickness the Mercer survey require employ-
dents and ilinesses "I think that employees are in de- ees to cover all the costs of the ben-
These are grim subjects, and un- nial for the need for such services," efit The sole exception reimburses
derstandably many people avoid said Janice Stanger, head of Mer- workers for 20%
dwelling on the prospect of beeom- eer's San Francisco-based long- Despite provisions m the Health
ing incapacitated But a new survey term care task force Or, many em- Insurance Portability and Account-
suggests employers can do a better ployees mistakenly think Medicare ability Act that give tax-favored
job of communicating these reallties will cover the expenses for long- status to companies contributing to
to workers to promote long-term term care, she said LTC premiums, employers' reluc-
Workers who make financial tance to do SO is understandable,
The study, by New York-based plans for retirement typically ignore because most employers are looking
William M Mercer Inc, surveyed the possibility of the "big wild to trim benefit expenditures, Ms
132 compames that offer LTC bene- card"-the need for long-term care, Stanger said Eventually more em-
fits Sixty-six employers responded, an expense that could wipe out sav- ployers may begin to shoulder part
94% of which have more than 1,000 ings earmarked for retirement, she of the LTC cost burden, she said,
employees said but that likely would come at the
LTC programs were first offered Many companies that offer LTC expense of other benefits that work-
m 1987, and the number of employ- benefits could be making better ef- ers now receive
ers offenng them has mereased But forts to teach employees why they The survey found that most em-
employee demand at those compa- are important, the survey indicates ployers with LTC programs Intro-
mes remains low to moderate, Mer- Four out of 10 employers said that, duced them either to offer leading-
cer researchers found A: nearly given the chance to start over, they edge benefits to employees or be-
half of the employers responding, would communicate with employ- cause they could be offered at little
less than 5 % of workers have en- ees more effectively during the LTC cost to the company Seventy per-
rolled in LTC plans, and in a quar- program's rollout and enrollment cent reported they are generally sat-
ter of the cases, between 5% and 9% period isfied with their programs, with
have signed up for them ' It's something that's very new 17% saying it is too early to tell and
Long-term care programs usua_ly and unfamiliar to most people," ac- 13 36 expressing negative opinions
cover extended stays in nursing cording to Ms Stanger "If the com- about LTC
homes and skilled home health care munication is not done nght, you're
as well as adult day care, and fre- going to get a pretty dismal partici- A free copy of the suruey, "State-
quently respite care and unskilled pation rate " of-the-Art tn Long-Term Care In-
home care Although often thought Employers have not, however, surance," may be obtamed by con-
of as a program for infirm, elderl) gone so far as to encourage the pur- tacting Mercer's Business Develop-
people, the benefits also can be used chase of LTC benefits by helping ment Group, 212-345-4109

care insurance

Updates

IRI strengthens management

Continued from page 2

porate development at Hartford Steam Boiler Inspection & Insur-
ance Co

IRI has been altering the makeup of ItS business since 1994,
when it posted a net loss of $163 3 million The strategy of writing
fewer but better risks paid off in 1996, when IRl made an $11 mil-
lion profit (BIl, Jan 13)

Partner bias ruling stands

WASHINGTON-The U S Supreme Court has let stand a lower
court award to an accounting firm partner who had sued for age
discrimination

The lustices declined to review a ruling by the Bth U S Circuit
Court of Appeals that upheld a jury award to a former Ernst &
Young LLP partner who claimed his layoff at age 52 was due to,
age discnmination

By refusing to take up Ernst & Young LLP vs Simpson, the .
lustices declined to consider the firm's argument that partners ,
cannot be legally considered employees and therefore are not en-
titled to anti-discrimination protection granted employees under
vanous federal laws

Some courts have considered partners to be part-owners and
therefore exempt from the protections, while others have deemed
partners to be covered by anti-discrimination laws designed to
protect employees

Asset management suit cleared :

NEW YORK-A suit against John Hancock Mutual Life Insur-
ance Co charging that it mismanaged assets of Unisys Corp 's,
pension plan will proceed to trial after the insurer failed to reopen t
an issue that would have postponed the action

Judge Denny Chin of the U S District Court in New York de-'
nied a pretrial motion by Hancock in Harns Trust & Savings
Bank vs John Hancock Mutual Life Insurance Co that would
have reconsidered the issue of the insurer's fiduciary status under,
the Employee Retirement Income Security Act Had Judge Chin
ruled otherwise, "the case would have been as a practical matter
over," said Harris Trust's attorney, Lawrence Kill of Anderson,
Kill & Olick in New York

In his decision, Judge Chin noted that both a federal appellate
court and the U S Supreme Court have already ruled that Han-
cock was an ERISA fiduciary with respect to the non-guaranteed
assets m the group annuity contract that is the focus of the litiga-
tion (BI, Dec 20, 1993, Aug 10, 1992)

The trial is set for July 22

Briefly noted

Participants m Hartford, Conn -based CIGNA HealthCare plans
will no longer need a referral from their primary care physicians
to obtain covered obstetrical or gynecological services The new
policy is effective immediately for CIGNA health plans across the
country, except in California, where it goes Into effect Jan 1,
1998 Humana Inc. last week announced the introduction of
"HumanaFreedom Plans," which allow members to see any pri-
mary care physician or specialist without designating a primary
care doctor or getting a referral The plans are being introduced
in Daytona, Fla, Texas and Kentucky, and should be available in
most other Humana markets by mid-summer Former Golden
Eagle Insurance Co. owner John Mabee has agreed to pay $69 rml-
lion in unsecured loans he owes the company Meanwhile, the
court overseeing the company's conservation was expected to de-
cide Fnday between competing buyout offers from Liberty Mutu-
al Insurance Co and American International Group Inc (Bl, May
26) General Electric Co. cannot postpone payments for a $100
million award for patent infringement until the U S Supreme
Court decides whether or not to hear an appeal of the case, Chief
Justice Wilham Rehnquist said GE argued it will probably win on
appeal but would not be able to recover any money paid before
then to shareholders of Fonar Corp , which won the patent in-
fringement case Chicago-based Rush Prudential Health Plans
denies charges brought in a suit by the Equal Employment Oppor-
tunity Commission that it violated the Americans with Disabili-
ties Act by not accommodating and ultimately firing an employee
who was on disability leave for breast cancer In a move
cheered by agent groups, Agriculture Secretary Dan Glickman has
ordered that sales and servicing of all crop insurance policies be
handled by the private sector, beginning in the 1998 crop year,
while the federal government will continue to subsidize, set terms
and conditions and set rates for the insurance Mitsubishi Mo-
tor Manufacturing of America has settled a sexual harassment
lawsuit for an undisclosed amount The suit concerned one inci-
dent of harassment and IS separate from two larger pending
suits California employers' exposure to constructive discharge
suits may be increased as a result of a state Supreme Court ruling
last week In Multins us Rockwell Internatzonal Corp, the court
ruled that the statute of limitations for such suits does not begin
to run until after an employee is actually terminated, not when he
or she is demoted or reassigned The late Arthur Quern, former
chairman and chief executive officer of Aon Risk Services Cos
Inc who died in a plane crash last fall, will be honored June 6 at
Gateway Foundation's 22nd annual Citizen of the Year Dinner,
which recognizes an outstanding member of the Chicago commu-
nity Julie A Martin has been named acting vp of the political
risk insurance department of the Overseas Private Investment
Corp Ms Martin was previously deputy vp in the political risk in-
surance department



Bustness Insurance, June 2, 1997 / 31

craft, was signed into law by President Clin- White House's actions, some reform advo-
ton m 1994

Bi Insurance Index
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cates reacted more guardedly to the reports

"The presence of Small Business Admin- "To the extent that this represents a dec- 1,380

istration is very good," added Mr Schwartz, sion on the part of the administration to ba-

ast year's veto statement-to support noting that small business has been among sically see to conclusion a product liability 1,360

neantngful reform " the most vocal advocates of reform

reform measure, we certainly would wel-

The formation of an interagency group A spokesman for Rep Dingell would not come that However, to the extent that this 1,340
;hows "that they are serious to finally re- comment on whether the former chairman turns out to be another delaying tactic, we 1.320
;olve this after two decades,"” said Victor E of the House Energy and Commerce Com- would be very disappointed,” said David
Schwartz, the PLCC's general counsel and mittee might have prodded the White House Farmer, senior vp in the Alliance of Ameri- 1,300
ongtime reform advocate into action can Insurers' Washington office

"l think It'S a good Idea The Commerce "He supports product liability reform and Stephen M Wilder, president of the Risk 1,280
)epartment has a long history on this topic & Insurance Management Society Inc in
Zoing back to 1976 The Uniform Product New York and vp-risk management for The 1,260
.lability Act, which is the basis for current 'If it helps move meaningful Walt Disney Co in Burbank, Calif, said, "If
egislation, was eveloped in the it helps move meaningful reform forward,
nent of Commerce," said Mr Schwartz He reform forward, then RI/IS then RIMS would obviously be very sup- 1 220

ilso noted that the UPLA was the basis for portive, and we'd be happy to serve as a re-

source to the task force however we can

would obviously be very 4/11 4118 4/25 5/2 5/9 5n6 5/23 5/29

yroduct liability reform legislation first in-

reduced in the House by Rep John D Din- supportive, RIIVIS President

D-Mich, in 1979 Stephen M. Wilder says.
"In my mind, one of the most important

Base=100 on Dec 29,1978

help Source Nordby International Inc

An opponent of uniform product liability
standards said, however, that consumer

lell,

)eople from the very beginning is John Din- groups are not pleased about the possibility

that a VWhite House task force will deal with

PCS catastrophe options

fell He is the only one who was able to

nove a bill through a Democratic House," IS pleased with any steps taken to move this the issue
Vir Schwartz said

AS of May 30

forward He has been concerned about this "We're not happy about it It puts the

Call Pnce call Price

spread bid/ask

Mr Schwartz also praised the inclusion of for some time,"” said the spokesman onus on Clinton He's already spelled out spread bid/ask
A spokeswoman for Sen Slade Gorton, R- what's unacceptable to him," said Rich
md the SBA m the task force "The Depart- Wash, said the White House had not con- Vuernick, legislative director for Citizen
nent of Justice has the tort expertise that is tacted the senator regarding any product 11- Action in Washington

ieeded to make good ludgment about the ab The president may be moving to protect
nents of the bill, and the Department of sponsor of the product liability reform bill himself, Mr VVuernick said

Fustice was instrumental in developing the approved on a strict party line by the Sen-

iery successful General Aviation Act "

-epresentatives of the Justice Department

Eastern September 1997 Calitomia Annual 1997

40/60 32/38 60/80 -a18

30/50 35/5 70/90 5/15

80/100 -423

ity moves Sen Gorton was the chief

National Annual 1997 Western Annual 1997

"l think the fact that it's interagency may 40/60 3
give him a way to protect himself or insulate
himself from the pressure the business com-

Because of the lack of detail about the munity has put on him," he said "al

80/100 3 5/6 O

120/140 -/4 5 70/90 7/16

ate Commerce Committee last month (Bl,
That act, which set uniform product lia- May 5)
lility standards for certain classes of air-

June Midwestem 1997 Southeast September 1997

10/20 sn 5 40/60 2 5/3 5

80/100 5/19

Total volume 90 Total open Interest 12,233
For mformation on PCS cat options, call the Chicago Board of
Trade at 312-435-3674

Aetna leaves health insurer trade group

By LOUISE KERTESZ

Crain News Seruzce

Source Chicago Board of Trade

HMO executives Aetna withdrew because other fective m countermg the storm

A source close to Aetna said AAHP members would not con- of bad pubhcity against HMOs
CIGNA's decision was "not

British Issues
the company has chosen to focus tnbute to quahty and outcomes
Price P/E Div Yield 1 week

May 30

Companies pence pence % high-low

HARTFORD, Conn -Aetna its resources on its internal op- studies That report also said over any dispute,” said a
U S Healthcare has pulled out erations Aetna is continuing to Aetna was dissatisfied with the CIGNA spokesman "We re-
of the American Assn of Health digest its $8 2 bilhon acquisition AAHP's efforts to counter the viewed our expenses, and we
Plans, a national health insur- of U S Healthcare, the acquisi- managed care public relations had our own state government
ance trade group

Comml Union 692 109 303 55 764-550

Genl Accident 923 67 343 46 978-614

frai d fed | frai £ Gdn Royal Exch 291 60 10 0 43 311-227
i i a airs an e eral a airs oft-
tion became effective last July backlash of the past two years Independent 809 10 - 133 20 B80O-456

Aetna becomes the second Aetna's annual AAHP dues, Royal & Sun

The spokeswoman said Aetna fices, and we felt our needs were
major plan to leave the associa- which are based on its number wlll continue to support AAHP bemg taken care of "

tion In 1995, CIGNA Health- of enrollees, are $800,000, or 4% programs particularly the "Pa- Susan Pisano, AAHP director

465 13 8 19 O 51 529--357

Brokers
Care dropped out of the AAHP's $20 million bud- tients First Initiative," an ongo- of communications, said "Com- Bradstock o 15 = 57 o3 8584
The AAHP was formed in get ing project to counter negative panies make their decisions CE Heath a2 1= as aa 115-74

based on what their internal re- Lmbrt Fenchurch 108 125 84 98 146-101

Lloyd Thmpson 165 N/A 100 75 206-165
136 124 86 79 206-121

1995 when the Group Health “After extensive and amicable perceptions of managed care
Assn of Amenca and the Amer- discussions, (Aetna) decided not
ican Managed Care Review to Join for this year," said an CIGNA dropped out of the Aetna is not our member at the
Assn merged so that the man- Aetna spokeswoman AAHP before that mitiative be- moment, they have assured us Steol Brl Jones
aged care mdustry "could speak The spokeswoman calLled m- gan, partly out of frustration they are supportmg our pro- wwi
with one voice,” "

AN Mmdustry source said sources and needs are While
Nelson Hurst
Sedgwick Grp 127 109 89 70 152-115

=28 o6 15 653 a6--22

s Corroon 138 11 7 66 61 169-117
accordmg to accurate a pubhshed report that that the orgamzation wasn't ef- grams

Source Nordby International Inc
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Weekly Year to date Year to date Weekly Year to date Year to date Weekly Yeartodate Year to date

BROKERS Pnce “%change %change High Low Vol (000) Price % change % change High Low Vo[(000) Pnce % change %change High Low Vol (000)
Acordia Inc NYS 3550 105 2241 37.13 27.25 a3 Enhance Financlat Services NYS 41.75 262 1438 as00 26.13 127 St Paul Companies NYS 71.63 160 22.47 7as0 s0e3 861
E W Blanch Holdings Inc NYS 24.75 s.66 22.08 25.00 17.75 54 Everest Reinsurance NYS 34.00 382 18.26 s5.13 2250 1006 scor NYS a11s 5.46 1964 43.50 34.00 16
Gallagher Arthur J & Co NYS 3175 o.39 242 3500 29.13 24 Executive Risk Inc NYS 52.13 399 4088 52.13 32.50 22 SAFECO Corp Noo aszs) 102 1030 4400 3200 1766
Hiib Rogal & Hamilton NYS 1475 261 1132 1475 1138 as EXEL Lta NYS aa.25 351 1683 a5.13 3175 872 Se,bels Bruce Group NDO 720 o.38 1212 1150 sas
Kaye Group Inc NDO 500 ooo a7e 700 a.38 Fremont General Corp NYS 35.13 524 1331 35.88 21 50 531 Selective Ins Group NDO aazs o1a 16 45 4550 31.00
Marsh & MoLennan NYS 131 75 o7e 2668 13175 8800 773 Frontier Insurance Group NYS s4.88 162 43.46 sez2s 3263 222 Sphere Drake Holdings NYS s.88 1.43 0.00 1050 813
Poe & Brown NDQ 3000 1.05 1321 3000 2350 125 Gainsco Inc NYS 8.25 2.94 1429 10.88 8.13 233 TIG Holdings NYS 2700 o.93 2033 3800 2638 2‘

BROKERS AVERAGE oos 13.47 GCR Holding Ltd NDO 2675 a7z 2022 2738 2025 358 Titan Holdings Inc NYS 19.25 o.6s 1667 1963 1275

General RE Corp NYS 17525 o7e 1109 17775 14075 659 Tokio Mime & Fire NDo 59.50 s84 2761 ce7s azo00 L

INSURERS/REINSURERS Gryphon Holdings NDO 1as8 -os3 531 18.75 1200 o3 Torchmark Corp NYS es88 213 30.45 6625 40.25
ACE Ltd NYs 6375 =220 6.03 eess “oss 1029 Guaranty National Corp NYS 2150 .88 28.36 2163 1350 a0 Transatlantic Holdings NYS 8963 127 11.34 89.75 6400 138
Acceptance Insurance Cos NYS 2100 2.44 633 23.13 1663 40 Harleysville Group NDO 3650 4.29 1967 3700 2450 136 Travelers Aetna Property NYS 38.50 o33 8.83 3963 23.13 187
AEGON NV NYS 7388 166 1680 7538 az2.26 154 Hartford Steam Boiler NYS 5100 200 o.97 s100 az.75 119 Travelers Corp NYS 5500 265 21.21 s8.38 29.13 6127
Aetna tile & Casualty NYS 10100 6.04 2625 10100 5538 1736 HCC Insurance Holdings NYS 26.13 195 8.85 32.75 1913 562 Trenwick Group Inc NOO 337E 2.66 9.46 3625 3075 527
AFLAC Inc NYS s1.00 200 1930 5100 2825 023 IPC Holdings Ltd NDO 2550 oas 13.97 2638 1913 410 Unico American Corp nNDOo 108c 625 230 1100 713 217
Allied Group inc NYS 3975 780 2184 3975 2238 81 ITT Hartford Group NYS 78.00 oes 15 56 81 00 50.50 1866 Unionamenca Holdings NYS 165C 0.00 704 2075 1475 14
Allmerica Prop & Casualty NYS 31.88 119 aoa s2.25 2550 214 Lasalle Re Ltd ~NDo 27.75 390 5.13 2050 2075 176 United Fire & Casualty NDO 36 OC 2.70 213 40.00 2075 s
Allstate Corp NYS 7325 353 26.57 7325 40.38 3137 Lincoln National NYS 60.88 s.18 1595 61.63 4075 1038 Unitrin NOQ 5475 azo 179 s638 aazs 174
AMBAC Indemnity Corp NYS 75.00 221 1299 7538 a7o00 399 MAIC Holdings Inc NYS 3800 -oos 12.18 38.50 2825 13 UNUM Corp NYS 79.13 o1e o.52 80.25 56.75 320
American Bankers Ins NDo 56.75 -oz22 1100 59.50 3800 302 Markel Corp N 124.00 2.06 s7.78 12500 8300 1z USF&G Corp NYS 2150 1.78 20s 23.13 1500 047
American Financial Group NYS 3800 o.es o.ee ssss 28.63 143 MBIA Insurance Group NYS 107.38 337 so0s 10738 7300 279 USLIFE Corp NYS a8.75 oze 46.62 as75 2888 1102
American General NYS 4a.25 -0.28 826 aass 34 00 1794 Meadowbrook Insur Group VYS 2as50 as1 1667 34.13 1525 19 Vesta insurance Co NYS asss o.82 ae22 4600 2450
American Heritage Life ins NYS 2888 694 10.00 28.88 1900 34 Mid Ocean Ltd NYS as.38 197 1357 5538 38.13 146 Washington National NYS 28.00 0.45 182 3075 2513
American Indemnity/Fin | NDO 1250 4.76 21.95 1400 o.50 23 MMI Cos Inc NYS 2375 2.70 2636 3338 2075 145 Zenith National Ins NYS 2500 2aa -ses 2888 2as8 amng
American International NYS 135.38 121 25 06 13688 90.13 2628 Mutual Risk Mgmt Ltd NYS 41.38 376 1182 41.50 26.88 209 Zurich Reinsurance Centr NYs ssss o.es 2a.40 3900 2838
Aon Corp NYS 48.75 236 17.71 a8.75 31.75 571 NAC Re Corp NYS 3988 2.a5 1771 az7s s0.25 ses INSURERS/REINSURERS AVERAGE ooa 1101
Argonaut Group NDQ 2950 o077 ao7 s2.63 2675 87 Navigators Group NDO 1788 ooo zo0s 2025 1575 B
AVEMCO Corp NYs 2588 107 65.60 27.38 1175 120 Nobel Insurance Ltd NDo 1250 099 050 1400 1088 19 HEALTH MAINTENANCE ORGANIZATIONS
Baldwin & Lyons Inc NDQ 1750 175 a7e 2075 1700 35 NYMagic Inc NYS 1938 197 764 21.13 1700 94 Healthsource Inc NYS 2150 118 6381 2300 o75 as2
Berkley W R Corp NDO s188 326 222 55 00 ao0zs se2 Ohio Casualty Corp NDO 41.50 0.00 1690 azea 3000 159 Humana Inc NYS 22.63 a02 1908 2388 15 00 1856
Berkshire Hathaway Inc NYsS 43000.00 o.70 26.10 44100.00 30000 0O 1 Old Republic Int | NYS 30.13 s.88 1262 30.13 2063 s93 Oxford Health Plans NDO 70.50 s2s 2038 70.50 27.69 aa7zo
Capital RE Corporation NYS 43.88 -0.57 5.90 48.00 32.50 o8 Orion Capital Corp ms e6.88 0.37 041 67.75 as63 64 Pacificare Health Sys NDO 75.00 363 769 s6.25 s9.63 226
Capital Transamer,ca Corp NAS 21.13 117 3130 27.38 12.13 16 Partner Re Ltd MYS 31.38 0.a0 772 3650 2563 851 Safeguard Health Enter NDO 1181 385 3250 2250 se3 as
CapMac Holdings Ltd NYS 28.00 6.28 15.47 3688 2250 109 Penn America Group Inc roo 1513 614 40.70 15.13 o63 75 Sierra Health Services NYS 31.13 oa1 26.40 3a88 2238 169
Capsure Holdings Corp NYs 12.50 2.04 870 1888 800 86 Philadelphia Cons Holding NDO 3493 s00 4677 3525 1675 68 United Healthcare Corp NYs 5650 .18 2556 5650 30.00 3813
Centris Group Inc NYS 1888 -0.66 3.82 20.50 1487 24 PXRE Corp MYs 2700 ooo °.09 2738 2225 38 Wellpoint Health Networks NYS 47.75 o.52 3801 as.63 23.38 azo
Chanwell Re NYS 26.88 .87 0.a7 28.50 2075 336 Reliance Group Holdings NYS 1225 ) 3425 1225 650 1069 HMOs AVERAGE s.80 1924
Chubb Corp NYS s100 124 1340 62.75 aoss 1243 Rellastar Financial Corp NYS 64.13 301 11.04 es3s 4000 as57 ALL COMPANIES AVERAGE 190 14.57
CIGNA Corp NYS 17375 ooo 27.17 174.00 105.50 589 RenalssanceRe Holdings Itd AYS a7.1a 262 1250 4125  zers I
CNA Financial Corp NYs 102.38 oz4 a32 11a7s os.88 ez Risk Capital Holdings ADO 1900 -oes 194 2075 1588 262
EMC Insurance Group Inc NDo 1200 0.00 0.00 1as0 1013 167 RLI Corp AYS 31.88 o.39 aao se63 2313 s9

Top advancing issues Argonaut Group, United Healthcare Corp, Reliance Group Holdings. Leading decliners Seibels Bruce Group, CapMac Holdings Ltd., SCOR Most active issue Travelers Corp The 8/Index rose 2 7%, the Dow Jones 30 Industrials
lost 0 2%, the S&P 500 increased 0 2% and the NYSE Composite gained 03% Average P/E Brokers, 17 8, Insurers/reinsurers, 39 2, HMOs, 32 1

System design Nordby International Inc



H1ITH OUR POLICYHOLDERS IE AR ENGAGED N A GLEAT  JTJ L ENTERPRI SE. 715 GRUAT MCAUSE IT'SEEKS TO PREVENT CRIPPLING NIURIES AND DEATH BY REMOVING-HE CAUSES OF HOM_ H-CHAY AND WORK ACCIDENTS. 1t

(0

Liberty Mutual's managzd care is as fast as Hector's fast break. After his accident, Hectors
employer called our 24-hour claims service hotline. We found the right doctor to treat him, at
the right pricz. A rehabilitation nurse coordinated a return-to-work plan. And through our on-site
rehabilitat.or. program, a therapist wor‘ed to help Hector properly do his job and avoid reinjury,
s0 today Hector is back on thz job (and on the boards) leading a safer, more secure life.

> Thertnoreinformatianae’) like to dbare. So pleade call Jobn Ryan bRtz
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