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Updates-
ACE, X.L, Risk Capital Re

to write political risk coverage
HAMILTON, Bermuda-ACE Insurance Co.,

X.L. Insurance Co. and Risk Capital Reinsur-
ance Co. are forming a managing general agen-
cy to write political risk insurance.

Sovereign Risk Insurance Ltd., based in
Bermuda, offers limits up to $50 million per
project and $100 million per country. Its per
country limit is expected to grow to $500 mil-
lion within five years.

Most policies will have a seven-year, non-
cancelable term, but some will be for up to 10
years.

See Updates on next page

CIGNA to fight new round of hearings
By DAVE LENCKUS

HARRISBURG, Pa.-CIGNA

Corp. will appeal a Pennsylvania
appellate court ruling that vacates
the state insurance commission-

er's approval of CIGNA's reorga-
nization, orders a trial-like hear-
ing in the case for CIGNA policy-
holders and unshrouds a closely
guarded actuarial report on the
c6mpany.

But, CIGNA and the commis-
sioner's office maintain the order

does not nullify the reorganiza-
tion. That position promises to
muddle CIGNA's coverage litiga-
tion with policyholders in which
the insurer argues policyholders
must seek coverage from CIGNA's
new runoff operation and not the

CIGNA company that originally
wrote the coverage.

Attorneys for CIGNA policy-
holders call the insurer's and de-

partment's interpretation of the
Pennsylvania Commonwealth

Court's March 5 decision "ludi-

crous."

Without regulatory approval,
CIGNA could not have reorga-
nized into an active operation for
in-force business and a separately
capitalized runoff facility for
most of its liabilities, including
80% of the insurer's asbestos and

environmental liabilities, they
said.

At the same time, insurers-in-
cluding American International
Group Inc. and The St. Paul Cos.
Inc.-that have opposed the re-

Massachusetts

may oversee
EMLICO runoff

By DOUGLAS McLEOD

BOSTON-The Massachusetts Insurance Division may become
ancillary receiver of the defunct Electric Mutual Liability Insur-
ance Co. under a proposed agreement that would keep EMLICO's
liquidation in Bermuda.

Under a deal still being negotiated last week, EMLICO claim set-
tlements with sole policyholder General Electric Co. would be sub-
ject to Massachusetts regulatory and court approval. The Mas-
sachusetts division also would "aid in the collection and transfer

of assets to the joint liquidators" in Bermuda, sources familiar
with the talks confirm.

The division also likely would drop an investigation into charges
that GE and EMLICO conspired to mislead regulators into approv-
ing the insurer's move to Bermuda, where it later declared itself in-
solvent by more than $500 million, sources say.

EMLICO's liquidators and GE representatives would not provide
details of the proposal. Insurance Division officials declined to
cornment.

While waiting for an announcement of the plan's specifics,
though, EMLICO reinsurers and some Massachusetts legislators
last week were already voicing doubts about the deal, which one
state senator complained was being "done behind closed doors."

It is unclear, for example, what impact the plan would have on
claims against the reinsurers, several of which have charged that
GE and EMLICO planned the Bermuda move specifically to take
advantage of Bermuda liquidation laws that would accelerate rein-
surance payouts.

Reinsurers and state lawmakers also objected to any abandon-
ment of the inquiry into alleged fraud by GE and EMLICO and
questioned how much control the Massachusetts division would

See EMLICO on page 25
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structuring are considering ap-
pealing the decision because the
court found they have no legal
standing in the case.

The insurers opposed the re-
structuring because of its poten-
tial ramifications on their finan-

cial interests in business deals
with CIGNA.

The only portion of the 5-1 rul-
ing that all sides agree on is that,
because of her previous approval
of the transaction, Insurance
Commissioner Linda S. Kaiser is

banned from presiding over new
trial-like hearings.

The fallout of the decision for

CIGNA on other regulatory and
business fronts is mixed.

The decision means CIGNA has

See CIGNA on page 23

' Rocky road to reorganization
October 1995: CIGNA
Corp. announces plan (.
to reorganize into an

active operation and a

runoff facility.

February 1996:
Pennsylvania Insurance
Commissioner Unda S.

Kaiser approves the
plan. Critics apbeal to -

a state court.

November 1995: November/December 1995:

A group of , Pennsylvania Insurance Department
policyholders and holds three public hearings. limiting
insurers protests testimony to prepared statements.

the plan.

March 1996: Judge
orders the Pennsylvania
Department to turn over
the Tillinghast actuarial J

report on the runoff facility,
then reverses himself.

December 1996: A Pennsylvania appeals
court hears arguments on whether CIGNA

policyholders and others are entitled to
trial-like hearings on the plan.

August 1996: Judge
allows Pennsylvania

regulators to keep the
Tillinghast report secret,

but regulators cannot
rely on it to defend

CIGNA's reorganization.

March 1997: The court vacates

Ms. Kaiser's decision, removes
her from the case and orders

trial-like hearings. ,*

GRAPHIC BY JOHN HALL

The Home in supervision
New Hampshire steps in as insurer's surplus falls to $55 million

By GAVIN SOUTER

NEW YORK-Worse-than-expected losses helped
put The Home Insurance Co. under formal state su-
pervision after it fell nearly $552 million short of its
authorized risk-based capital requirements.

The move last week by the New Hampshire Insur-
ance Department comes less than two years after the
department approved a controversial deal under
which the poor-performing business of The Home
was placed into runoff while Zurich Insurance Group
took over the better business in return for a $1.3 bil-
lion reinsurance contract (BI, June 5, 1995).

Higher claims costs have hurt the results of The
Home, say officials at New York-based Risk Enter-
prise Management Inc., the Zurich-owned company
running off The Home.

The New Hampshire department has allowed The
Home to improve its financial results by discounting
its reserves, which lets the company account for fu-
ture interest income on the reserves.

Still, with the discounted reserves and The Home's
recoverable reinsurance accounted for, the company
has only a $55 million surplus, which observers and
REM officials say is a slim margin for error.

See The Home on page 24

Storms rip through states
But insured commercial damage expected to be light

By MARK A. HOFMANN, March 1-7, causing at least 56 had received 1,156 tornado-re-
SALLY ROBERTS deaths. lated claims as of Friday morn-

and MICHAEL PRINCE State Farm Insurance Group ing.

anticipates it eventually will get A preliminary estimate from
$14 million in claims, the over- Nationwide Insurance Group
whelming majority involving projects that the Columbus,
homeowners insurance, from Ohio-based insurer will receive

the Arkansas tornadoes. The See Storms on page 26
Bloomington, Ill.-based insurer

In the aftermath of tornadoes

that twisted small businesses

into piles of rubble and floods
that inundated whole towns, the
first comprehensive estimates of
insured damage from the
weather events in the opening
days of March may be available
this week.

The commercial damage
numbers, however, aren't likely
to be staggering, because most
of the losses were away from
major metropolitan areas.

As of late last week, major
commercial insurers-including
American International Group
Inc., Kemper Insurance Cos.,
Liberty Mutual Group and
Royal Insurance Group-re-
ceived very few if any claims
from the storms that ravaged
the midsection of the country
from Texas to West Virginia

.

AP/ WIDE WORLD PHOTOS

Recent flooding of the Ohio River
hit Aurora, Ind., (left) and down-
town Cincinnati.
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Updates

Political risk agency formed
Continued from previous page

The three founding companies will jointly underwrite the policies, with
ACE and X.L. each underwriting 45% of a risk and Risk Capital Re un-
derwriting 10%.

Price Lowenstein, formerly a vp with San Francisco-based Guy Car-
penter & Co. Inc.'s international specialty group and director of Guy Car-
penter & Co. Asia Ltd., has been named president and CEO. Two other
underwriters will join him. Sovereign will begin operations May 1.

"We felt that with foreign investment growing at a rapid pace, a new
private entrant into the field was warranted," Mr. Inwenstein said.

"It is a natural area for both of us," said Brian Duperreault, chairman
and CEO of ACE. "It's a product demanded by our existing client base
and it's a way to expand our relationship with them."

Another political risk underwriter, American International Group Inc.,
has increased the limits to $120 million per risk from $85 million for its
AIG Global Trade & Political Risk Insurance Co., while increasing the
policy term to 10 years from seven years. In 1996, the term was raised to
seven years from three years.

The extended term is the criticalimprovement, said AIG Global Presi-
dent John Salinger.

"There are a lot of developments where the underlying need is signifi-
cantly more than three years," he said. "Banks have been asked to pro-
videlines of finance for five, seven, 10 years or longer."

Appeals court to hear RRG case
NEW ORLEANS-The 51:h U.S. Circuit Court of Appeals will hear oral

arguments April 28 on a 1996 federal court ruling that struck down a
Imisiana law on risk retention groups.

U.S. District Court Judge John Parker ruled last year that the federal
Risk Retention Act pre-empted the 1995 Louisiana law that required
RRGs licensedin other states to maintain at least $5 million in capital and
surplus, post a $100,000 bond or cash deposit and pay a $1,000 fee before
they could operate in Louisiana (BI, June 10, 1996). In his ruling, Judge
Parker wrote that the Risk Retention Act "expressly pre-empted regula-
tion of risk retention groups by any state other than the one which char-
tered the group."

Risk retention group advocates haEed Jutlge Parker's ruling. They
warned if the Louisiana law had been allowed to stand, other states
would have taken a similar step, destroying the centerpiece of the Risk
Retention Act: allowing RRGs to operate nationwide after meeting the li-
censing requirements of one state.

But the I.ouisiana Department of Insurance, which is appealing Judge
Parker's ruling, earlier said if the ruling is allowed to stand it would mean
that other states would be "unduly dependent" on the regulation of the
RRG's chartering state.

Syndicates leave 1994 open
LONDON-At least 10 Lloyd's of London syndicates are expected to

be left open for the 1994 year of account, even though most of the long-
tail liabilities and uncertain losses prior to 1993 have been closed into
runoff reinsurer Equitas Ltd.

Most of these syndicates are considered "orphan" in that members
agents have decided to no longer support them, and there is no successor
syndicate for them to close into under Lloyd's three-year accounting, un-
derwriting agents say.

However, at least one non-marine syndicate will not be closing because
of unquantifiable underwriting losses. That is non-marine syndicate 657,
underwritten by David Lowe and managed by Archer Group Holdings
P.L.C. Capital providers have known since IMr. Lowe left late last year
that the syndicate would be left open. Last week, it was revealed that the
syndicate has underwriting losses mainly from U.K. employers liability
coverages of at least £21 million ($33.9 million). The syndicate is trying to
buy a runoff reinsurance contract to halve the bottom-line losses, Lloyd's
sources agreed.

Underwriters are leaving syndicates open because "people are being
cautiozis about what they can and cannot do," said an Archer
spokeswoman.

The concern, underwriters say, is that members will have grounds for
lawsuits similar to those filed in the past. Members litigation prompted
Lloyd's to come up with a reconstruction and renewal plan.

David Gittings, director of Lloyd's regulatory division, would not com-
ment on whether the Archer agency wtuld be disciplined. However, he
said, "we have met frequently with Archer and have kept abreast of ev-
etything that's been going on."

Ceridian to settle age suits
MINNEAPOLIS-Ceridian Corp. will pay up to $24 million to settle

age discrimination lawsuits that 313 former employees brought against
the company.

See Updates on page 26

Errors & omissions

• A chart on types of claims in Richard Sherman's Feb. 24 Ask a Casu-
ally Actuary column was misleading. The colors in Figure 1 were re-
versed.

• Due to an editing error, these were dmitted from the Feb. 17 directory
of claims specialists: Harrington Sen'ices Corp.; Hewitt, Coleman& As-
sociates Inc.; Mack & Parker Inc.; Peter J. McBreen & Associates Inc.;
McGee Risk Management Services; McI.arens Toplis North America Inc.;
and Meadowbrook Claims Service. Com'plete listings for those companies
appear on page 10.
1 •POMCO (Maurice W. Pomfrey & Associates Ltd.) was listed in the
wrong section of the directory of claims specialists. It should have been
among the claims administrators, adjusters and auditors that specialize
in both benefits and property/casualty insurance.

Indiana bill reinforces

CGL pollution exclusion
By GAVIN SOUTER biguous.

Indiana is the only state in the
INDIANAPOLIS-Insurers in country that has found the 1985

Indiana soon may have legislative absolute pollution exclusion to be
backing to exclude all environ- ambiguous, said Laura Foggan, a
mental exposures from eommer- partner at Wiley Rein & Fielding
cial general liability policies is- in Washington, who provided
sued in the state. technical advice for the Indiana

Over the past two weeks, legis- Institute.

lation was passed in response to But policyholder lawyers say
an Indiana Supreme Court ruling the legislation, which would
last May that said the 1985 abso- amend the Indiana Insurance

lute pollution exclusion was am- Code, is a backhanded way of

Clinton administration advocates starting ov

rewriting the exclusion and ex-
cludes far more than was original-
ly intended.

Both chambers of the Indiana

Legislature have passed similar
bills proposing changes to the In-
diana insurance law. The bills are

now being amended, and a single
version will go forward that in-
surers expect will become law.

The legislation would eradicate
environmental coverage from

See Indiana on page 24

er

Superfund reform bill shunned
By MARK A. HOFMANN

WASHINGTON- The Clinton administration re-

mains opposed to comprehensive Superfund liability
reform.

Environmental Protection Agency Administrator
Carol Browner made that clear during a 90-minute
appearance before the Senate Environmental and
Public Works Committee's Subcommittee on Super-
fund, Waste Control & Risk Assessment last week.

The panel's chairman-Sen. Robert Smith, R.-
N.H.-had called the hearing to consider testimony
on the Senate Republican leadership's Superfund
Cleanup Acceleration Act of 1997," or S.8.

S.8, part of a package of 10 legislative priorities in-
troduced early in the 105th Congress, stops short of

completely repealing Superfund's imposition of
retroactive liability (BI, Feb. 10).

Retroactive liability repeal has been long sought by
risk managers and insurers, who say it is unfair to
subject parties to retroactive liability for dumping
done legally when it occurred.

Although Sen. Smith said again during last week's
hearing that he favors repealing Superfund's retroac-
tive liability, S.8 calls instead for more modest re-
forms, such as removing certain co-disposal sites,
such as municipal landfills, from Superfund's liabili-
ty regime.

S.8 also would determine liability for cleaning up
multi-user sites through a system of binding alloca-
tion rather than the current system of joint and sev-

See Superfund on page 27

Efficiency vs. fewer options
Benefits of CIGNA HealthCare, Healthsource deal debated

By JUDY GREENWALD Under terms of a definitive states, including health mainte-
agreement reached last month, nance organizations in 24 states

PHILADELPHIA-The combi- CIGNA Corp. agreed to pay and Washington, D.C.
nation of CIGNA HealthCare and $21.75 per share in cash for all About 15 million people receive
Healthsource Inc. will offer em- outstanding Healthsource shares. health benefits from CIGNA

ployers service in more geograph- The deal will be financed from HealthCare, including 4.5 million
ie areas, cost efficiencies and cash on hand and short- and long- enrolled in HMOs and 1.2 million

stronger negotiating power with term debt, said a CIGNA spokes- enrolled in preferred provider or-
providers, many consultants say. man. ganizations.

But at the same time, some ben- CIGNA HealthCare, a division Healthsource, which has about
efit consultants warn the consoli- of CIGNA Corp., offers a wide 870,600 HMO members, oper-
dation represents yet another re- range of group medical, dental, ates in 15 states, primarily in the
duction in the number of health disability and life insurance prod- Northeast, the Midwest and the
plan options available to employ- ucts in all 50 states. It operates South. Its operations include the
ers. managed care networks in 43 See Health on page 26

Proposed U.K. amendment limits
guaranty protection for professionals

By STACY SHAPIRO

LONDON-Proposed amend-
ments to a 1975 U.K. law might
prevent North American profes-
sionals from recovering 90% of
their claims if their U.K.-based
insurers become insolvent.

The British government is ex-
pected soon to pass into law
amendments to the Policyhold-

Inside

ers Protection Act 1975. The

amendments would close loop-
holes that allow North American

professionals to get their claims
paid almost in full from a guar-
anty fund when British insurers
fail.

The amendments to restrict

the geographical scope of the act
for future claimants were first

announced in October 1995 by

• New York officials are confident that surcharges on vari-
ous health care bills in the state will survive court tests.
PAGE 6

• Congressional proponents of Superfund reform should
not have to start over, one of this week's editorials says.
PAGE 8

• France's $3.46 billion bailout of GAN will help pave the
way for privatization of the company. PAGE 19
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Ian Lang, president of the Board
of Trade. The changes would not
be retroactive and would pertain
only to policies written after the
amendments become law.

The Policyholders Protection
Bill incorporating the amend-
ments was introduced in the

House of Commons in December:
but it already has gone through

See Protection on page 21
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ADR helps contain costs Doing justice to ApR
By SALLY ROBERTS employee grievances, observers say "The trend to integrate the internal

An *nployment alternative dispute resoldtion

f  program should include: Moreover, such internal ADR pro- with the external into a comprehensive
Integrating alternative dispute reso- grams as internal mediation and open- plan that's the cutting edge," said . A fair rr·thod of ADR cost-aharing between th

lution procedures into a larger work- door policies, which encourage em- Karl Slaikeu, president of Chorda employgr\and employee place anti-discrimination and harass- ployees to meet with supervisors to Conflict Management Inc , an Austin,
ment program further decreases the discuss workplace disputes, are a way Texas-based consulting group that ' An exp an*ion of the nature of daims covere
chance of workplace disputes explod- employers can intervene early and po- works with risk managers to imple- . NY<Ice fa employee's nc h of representatning into giant Jury awards or settle- tentially solve problems before they ment alternative dispute programs

uder DR
nnents escalate to the point requiring formal Many employers make the mistake ' |formltion pn the qualifications and number of arbitrat rs

Such courtroom alternatives as arbi- mediation or arbitration by having their "main emphasis on • All the reme&es and relief gwailable throu*1!trourtration, which uses an impartial third Together, these ADR procedures outside mediation," Mr Slaikeu said 'L--
party to make a final and binding de- should be integrated into an employ- "It's early intervention and prevention '|ear staterrpnt that emplcyee can still file a complaint

with„afederal, state or other governmentaltermination, and mediation, which er's overall anti-harassment and anti- through training that helps" employ-
uses an impartial third party to assist discrimination program, which should ers avoid large public discrimination administrative age

62.the parties in reaching a settlement, be based largely on training and edu- and harassment cases
are quicker, more private and less ex- cation (BI, Dec 23/30,1996), consul- Risk managers "realize how high the

Source The American Arbitration
Resolving Employment Disputes A Practical Guide GRAPHIC BY ADAM DOI

pensive ways for employers to solve tants advise See Arbitrate on page 25

Hospital Study'S Syndicate failures lead IlE
data challenged to seek help from regulators

Michigan employers stymied
By MEG FLETCHER brokers and buyers to seek cover- surplus lines markets

age there Mr Weicholz's companies wr'it€
CHICAGO-The Illinois Insur- "The (proposed) regulation about $60 million in gross premi-

1 in attempt to compare quality ance Exchange lS looking to the seems like it could only be a posi- ums year for commercial multi-
state Legislature for help in tive step," said Scott Weicholz, peril and other liability risks

By ROBERT KAZEL State and chairman of the Cap- restoring its credibility and sta- the Coral Gables, Fla -based chief Executives there decided to ac-

ital Area Health Alliance The bility after a third syndicate in- operating officer of both Britam- cede to the repeated requests 01
LANSING, Mich -When Okemos, Mich -based buyers solvency in the past eight months co Underwriters Inc , an IIE syn- independent agents and write ali

benefit managers representing coalition helped the three lead- The Chicago-based exchange is dicate, and Preferred National In- new business beginning March 1
the three largest employers m mg employers plan the study asking the Legislature to increase surance Co through Preferred National

i the Lansing, Mich, area set out "I think all three of us felt it the Illinois Insurance Depart- However, he asked, "You can rather than through the IIE syndi-
to compare local hospitals was a good study," said Kevin ment's oversight, which means have all the regulation in the cate Britamco At the same time
nearly two years ago, few could D Anderson, director of health modifying 1979 enabling legisla- world, but if you don't have the Br.tamco also voluntarily with-
have suspected that it would care initiatives at Detroit- tion that has allowed the ex- business coming in, what good lS drew from writing new or renew-
spark a controversy that Still is based GM "If the goal is to change to operate largely inde- it? The IIE's future is contingent al business in California
smoldering have perfect information, it pendently since it began in 1981 on its ability to attract maior syn- However, the company does

The three benefit plan spon- will never exist. It remains to be seen, though, dicate members, which will allow plan to continue as an IIE membei
sors-General Motors Corp, In March 1996, when the em- whether the IIE's willingness to it to resume writing in California and serv-ce Britamco policies
the State of Michigan and ployers provided the hospitals trim its own wings will encourage and Texas," which are important See Resure on page 2J
Michigan State University- the results of the study, some
had hoped that analyzing the of the hospitals were dis- Buyers find growing need for alternative solutionscost and quality of health care pleased In particular, the
would help the region's em- largest facility, Sparrow Hos-
ployers make informed health pital, argued that the findings
care decisions and help deflate should be withheld from the Market changes aiding Bermuda
their health care budgets public because they are use-

But sometimes the best-laid less Sparrow ranked as the
plans lead to loggerheads The second-best value based on By PAUL D. WINSTON to Bermuda, from both Aon and regulated markets "

I hospitals under scrutiny and quality and cost, behind its A&A, to place insurance, reinsur- Buyers also like Bermuda be

the employers that paid for the chief competitor, Michigan SOUTHAMPTON, Bermuda- ance and finite risk products," cause it supports the ability to de
study have stopped discussing Capital Medical Center Bermuda is well-positioned to said Patrick Ryan, chairman and vise their own solutions, said Ge
a proposed second study "We asked for a second take advantage of changes taking CEO of Aon Group Inc of Chica- off Saunders, chairman and CEC

The debate over the "hospi- study, one that was not as place in the commer- go, which in Decem- of Strategic Risk Managemen
tal performance profile" com- severely flawed," said Howard cial insurance indus- ber made a deal to ac- Ltd in Windsor, England Bermu
missioned by the three large Campbell, director of health try, a panel of experts quire Alexander & da's Centre Reinsurance Co has :
employers centered on data. information management for agrees /Bermudi'\ Alexander Services Inc majority stake in SRM and helpec
Because it was the source of in- Sparrow Those changes, 1 (BI, Dec 16,1996) "We m the recent launch of Mining Information most easily available The other hospitals involved which affect the com- 1 InSUranee  bring $500 million of surance Ltd , a mutual insurer ir
to them, the employers pooled m the study did not either petitiveness of all in- GL. 11, premium to the Bermu- Bermuda designed to meet th,their own Blue Cross & Blue strongly oppose or support it, surers, include consol- *posium %,1 da marketplace," he specialized needs of the minim
Shield of Michigan claims- except for Michigan Capital, idation, securitization, / said, noting that Bermu- Industry worldwide (BI, March 3)
payable data and hired a con- which wanted the study re- regulatory reform and - da offers good underwrit- Mr Saunders previously was risl
sultant to analyze it for six leased. more complex risk financ- ers and capital unfettered by manager for mining company RTF

i area hospitals The employers Sparrow executives argued ing needs of buyers excessive regulations and the past Corp P L.C
forged ahead knowing it was- that relying on claims data "Bermuda offers freedom and problems of the industry The three discussed the trend:

n't a perfect approach. tends to overlook differences in expertise and customer focus to "The ability of the Bermuda affecting Bermuda and the insur
"We wanted better data, case severity, socioeconomic deliver specialized products that market to react quickly-and with ance industry in general during E

(but) frankly, getting good data factors and underlying medical other markets can't," said Dennis fewer bureaucratic hurdles-of- session at the Bermuda Insuranc,
is almost impossible," said conditions. In this case, it also Chookaszian. chairman and chief fers advantages," Mr Ryan said Symposium III, held Feb 18-21 11
Keith Groty, assistant vp for excluded all patient data executive officer of CNA Insur- "The ability to be creative is Southampton, Bermuda
human resources of Michigan See Hospitals on page 25 ance Cos. of Chicago. what's fun, and the Bermuda mar- One development in whick

"We have a major commitment ket enables this more than heavily See Bermuda on page 1.

Structural shifts boost capital demand
Markets' role to increase, exec says The structural tected by "a couple 100-year event," he said "We

-

changes affecting the hundred billion dol- had the 'storm of the century' a
msurance industry, he lars" of insurance ca- couple years ago in New York,

By PAUL D. WINSTON lor structural change said, include a shift in pacity, Mr. Sandor and last year we had a bigger
"That structural change occurs demographics as the , said storm of the century."SOUTHAMPTON, Bermuda- and you take a look at the capital population migrates to  "Is that enough," he As a result of these changes,

Capital markets will play an in- of a business and ask if that the nation's coastal 'm asked. the "value at risk" m the mdus-%*mposiummcreasing role m risk financing as structural change can be accom- areas, especially Cali- =r 7 Another structural try is much greater today than in
structural changes in the insur- modated by the existing capital," fornia, Florida and ) change is an apparent the past, according to Mr San-
ance market create demand for said Richard L Sandor, chair- Texas. __««/ increase in the frequency dor, who spoke during a session
more capital than the insurance man and chief executive officer This shift has led to in- and severity of natural at the Bermuda Insurance Sym-
industry can provide, forecasts of Centre Financial Products creased property values in these catastrophes posium III, held Feb 18-21 in
an innovator in fmancial futures Ltd, an affiliate of Centre Rein- areas ive been studying this mar- Southampton, Bermuda

"One of the conditions that surance Co that has accepted an As a result, tens of trillions of ket for 10 years, and in the last There are several efforts un-

generally happens to cause a offer to be acquired by CNA Fi- dollars of property values and 10 years, every year I've seen and der way to bridge the gap
market to be born .is some ma- nancial Corp (BI, Jan. 20) gross domestic product are pro- am told there's been a one-in- See Capital on page 12
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Benefit managers adopting new roles
Increased use of technology

reshaping benefit departments
By MICHAEL PRINCE

Benefit managers who want to ad-
vance-or simply remain-in their
current roles must learn to focus on

business strategy rather than mere
administrative functions.

Increased use of technology has
changed the role of the benefit man-
ager, and in many cases eliminated
many of the traditional functions and
jobs performed by corporate benefit
departments.

"It's not only changing the role of
benefit administrators and benefit

managers, but at times also eliminat-
ing the job," said John McGlone, di-

rector of participant services for Buck
Consultants Inc. in Secaucus, N.J.

To what degree technology affects
benefit administrators depends on
their position in the department. For
those whose job is related to benefit
management, "clearly technology
will have an impact on their job," said
Mark Maselli, principal with The
Kwasha Lipton Group of Coopers &
Lybrand HRA in Fort Lee, N.J.

Among mid- to high-level benefit
executives, "the role of the manager
changes fundamentally," added Den-
nis Steckler, technology initiative
leader for Tillinghast/Towers Perrin
in Chicago. "They have to become

aware of the technology and have to
become more strategic in Their think-
ing"

Those who primarily perform ad-
rninistrative functions may have their
jobs eliminated. "To the extent that
all they do is answer questions and
collect forms, they will have to find
something else to do," he said,
adding, though, that only a small per-
centage of benefit professionals are in
this situation.

"The transaction side of the benefit

house is what's being affected the
most," agreed Don Duckworth, pres-
ident and managing director of John-
son Smith & Knisley, an executive re-
cruiter in Atlanta.

Senior management is driving the
changes, experts said. Companies are
"looking for ways to leverage tech-
nology to perform the same job with

fewer people and more efficiency,"
Mr. MeGlone said. Companies want
their benefits departments to cut
costs and evolve from a money-drain-
ing area to one that adds value to the
company's overall strategy.

Changing the function of benefit
departments is part of many compa-
nies' plans to enlist every business
unit in meeting their strategic goals.

"Human resources is going to be fo-
cused on value-added functions

rather than providing administration
to run programs," said Don Bobo, vp
and managing director of MetSource,
a division of Metropolitan Life Insur-
ance Co. in Southfield, Mich. "Bene-
fits people are being asked to come to
the business strategy table now,
rather than just administer the pro-
grams," he said.

"If it's not a strategic piece of their

SOME RISKS CAN ONLY BE HANDLED
BY AN EXPERT. THArS WHY YOU NEED
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Sometimes inland marine and ocean

marine risks demand special attention.
That's when you need Wm. H. McGee & Co.

THE EXPERIENCE TO ANTI(IPATE NEEDS

Because we're specialists, our underwriters
hcrie a diferent way of looking at things and

an uncanny abilily to come up with innovative
solutions you don't get from your average
insurance market.

FLEXIBILITY YOU WON'T FIND JUST ANYWHERE

Take a policy we put together for a gallery
specializing in Far Eastern art. We designed a
single policy that combined ocean marine,
inland madne and properg coverages. It cov-
ered the artwork from the time it leJt the Far
East until it arrived and was hanging at the
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extended coverage for the artwork if it was on
loan to a museum.

So the next time you need special handling
on inland mafme or ocean marine coverages,
don't take chances. Get a horse of a dgerent
color. And discover the diference a specialist
makes. 70.#nd out more about what we can
doforyou, call 1-800-235-6029.
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NEW YORK, NY 10048

1-800-235-6029
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CORRESPONDENTS THROUGHOUT THE WORLD

business focus, it's subject to being
re-engineered in order to lower
costs," added Tillinghast/Towers Per-
rin's Mr. Steckler.

Companies are using a variety of
new types of technology to take over
benefit administration tasks. Perhaps
the most common are call centers that

let employees dial a toll-free number
and, using push-buttons, get ques-
tions answered or perform numerous
benefit functions. A 1996 survey by
Buck Consultants shows that 76% of

401(k) plan sponsors in 1996 used a
call system for plan administration,
up from 35% in 1993.

One of the older technologies is
document imaging, which permits
benefit documents to be scanned into

computers. In the computer, the
forms can be routed to the proper
people and accessed by whomever
needs them.

Kiosks are another type of technol-
ogy. They are a station at the compa-
ny with a direct computer link to out-
side benefits suppliers and allow em-
ployees to transact numerous func-
tions concerning their benefits.

The newest and maybe fastest-
growing technology is the Internet
and intranets-computer networks
only accessible by a company's em-
ployees and other designated people.
And while employers have just re-
cently started to use them, they are
growing rapidly. In essence, it's simi-
lar to the call system but with a
screen for viewing documents, mak-
ing it easier to use. It can be used to
answer employees' questions and to
perform benefit functions, such as
changing 401(k) plans or altering the
number of dependents enrolled in the
health insurance plan.

In a survey released last month by
Watson Wyatt Worldwide, 27% of
323 companies surveyed have imple-
mented an Internet or intranet sys-
tem. Also, 57% said they plan to use
intranets for human resource purpos-
es next year. Of those companies that
currently use intranets, 60% said they
plan to add additional applications
within six months (BI, Feb. 24).

The survey also shows that using
an intranet changes the role of the
benefits department. "Many organi-
zations are now on their way to suc-
cessfully achieving the vision of

See Benefits on page 6

Captive
directory
deadline

approaching
Business Insurance will

publish its annual directory
of captive insurance compa-
ny management companies
in the April 14 issue, which
also will contain a Spotlight
report on domestic and for-
eign captive domiciles.

To be listed, organizations
must complete a question-
naire that includes a section

for being listed in the direc-
tory of alternative risk fi-
nancing facilities and the di-
rectory of rent-a-captives.
These directories will be

published in the May 19 is-
sue.

If your company provides
captive insurance company
management services, man-
ages an alternative risk fi-
nancing facility or offers
rent-a-captives, and you
have not yet received a ques-
tionnaire, please request one
from Assistant Directory
Editor Rich Trout at 312-
649-5483.

March 19 is the extended

deadline for returning ques-
tionnaires.
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REHABILITATION AND RETURN-TO-WORK PROGRAMS
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LOSS COSTS LOWERED, LITIGATION MINIMIZED. 1
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Benefits
Continued from page 4
Virtual HR-paperless, self-service
human resources-that allows HR to
focus less on administration and more
on recruiting and retaining the best
people, and on making employers
more productive," the szirvey con-
cluded.

The high costs of buying and main-
taining these systems leads to out-
sourcing of benefit functions. Rather
than devoting money to buy and up-
grade the sophisticated technologb
companies turn to outsourcing firms
to run parts of their benefit operation.
Outsourcing firms use the latest tech-
nology and use it cost-effectively be-
cause the costs are spread over many
clients.

Through outsourcing, companies
can reduce costs, focus the benefits
department on strategic thinking and
use the outsourcing firm's technology

and expertise, said Mr. Bobo of Met-
Source.

Outsourcing has led to staff reduc-
tions for benefit departments. A 1996
Buck Consultants survey shows that
"the average number of human re-
source staff reported prior to out-
sourcing was 29, After the implemen-
tation of outsourcing, the average
dropped to 16." For benefit depart-
ments, the number dropped to six
from nine after outsourcing.

Despite the rapid changes, all is not
hopeless for benefit managers. With
the elimination of administrative

functions, those who remain must
adopt strategic thinking, the experts
said. After all, that was the main pur-
pose of using the new technology: to
free the benefit administrators from

mundane administrative work so they
could think about strategy.

"Benefit managers today must de-
sign, develop and deliver benefits to
employees in a way that furthers the
business goals of the company," Mr.

Bobo said.

"Being a businessperson first and a
benefits person second is the key to
survival," he adds.

And even if many functions are out-
sourced, "someone needs to manage
the whole process," said Mr. Maselli of
Kwasha Lipton.

Because of the new role of benefit

managers, companies are looking for
people with broader skills than just
benefit administration, Mr. Duck-
worth said.

The new candidates "do not reflect
the transactional mind-set of the

past," he said. "They reflect a skill set
and a number of functions outside of
benefits" that include accounting,
law, finance and taxes.

Opportunities exist for benefit ad-
ministrators with outsourcing firms
and with companies that are creating
the next generation of technology. Be-
cause of many skills benefit managers
have-including interpersonal and
listening skills, oral and written com-

munication skills and problem-solv-
ing ability-they· can easily be rede-
ployed to a different department in a
company.

But to make the transition success-

fully, whether it's becoming a benefit
administrator with a different con*a-
ny or changing departments within
the same one, benefit managers need
to take command of their careers and
make preparations for a switch, said
Mr. Steckler.

"For those who take that turn, they
can become very successful," he said.
"For those who actually take it on,
they grow."

Preparing both personally and pro-
fessionally, he said, is the best way to
make the transition. This includes ac-

cepting the pain that comes with
change and also learning new skills to
become marketable.

Those who do not adapt to their
new environment or find new jobs
"are dinosaurs," Mr. Duckworth said.
'They are quietly going away." Ell

FINALLY,
MANAGED CARE OR

LAmE!18 COMP.
And you thought it was only for work-

ers comp. For medical cost containment.

Getting your legal expenses under

control is a matter of managed care, too.

We're Legalgard, a nationwide compa-

ny dedicated to helping our clients do just that.

Since starting the legal cost management

movement a decade ago, we've saved millions

of dollars for our varied clientele. They include

large, multi-national corporations; insurance

giants; government agencies and claims orga-
nizations.

And like any successful business, we've wit-

nessed the emergence of competitors who've

copied our concept, but have yet to duplicate

our execution.

We do more than just audit legal bills.

Using state-of-the-art technology, we

analyze them and benchmark them

against other top-performing companies.

We evaluate your billing guidelines, or

help you develop them if none exist. Moreover,

we monitor law firm compliance to your guide-

lines, and if your bill doesn't meet them, we'll

assist you in resolving a negotiated amount.

In addition, our educational programs make

sure your claims professionals are current and

proficient with the latest tools of legal cost

containment.

So, if you want better control of your legal

expense dollars, sign up for managed care

from Legalgard. Call us today: (800) 525-3426

Legalgard
First in legal cost control.

N.Y. thinks

surcharges
will stand

WASHINGTON-New York
officials think the state's contro-

versial 1996 law that imposes ,
large surcharges on hospital and :
other medical care bills will sur-

vive court challenges.
The New York law, which ap-

' plies to group health care plans
nationwide, already is the target
of two suits that say the law vio-
lates an Employee Retirement
Income Security Act provision
that pre-empts state laws and

1 regulations that relate to em-
ployee benefit plans.

But Richard Pellegrini, direc-
I tor of the New York Department

of Health in Albany, thinks the
f law will pass court muster be-

cause it is no different from an

j earlier New York surcharge law
that the U.S. Supreme Court
ruled ERISA did not pre-empt

"The state believes it has a

strong case," Mr. Pellegrini said

in Washington last month ata 
conference sponsored by the i
Self-Insurance Institute of 4
America.

"We believe (the 1996 law) is
no different than D·aveters," Mr.
Pellegrini said, referring to the
1995 Supreme Court decision re- 1
jecting a challenge--on ERISA
pre-emption grounds-to the
earlier New York law that im-

posed a 13% surcharge on hospi-
tal rates but exempted Blue
Cross & Blue Shield plans from
the surcharge.

The new law, which went into
effect Jan. 1, dismantled the old
system under which the state set
hospital rates. Employers and in- , I
surers are free to negotiate rates
directly with hospitals.

In place of the prior 13% sur-
charge is a new system of sur-.,
charges and fees.

The basic surcharge is 8.18%
for those plans that agree to di-,
rectly pay the surcharge to a i
state health care pool adminis-
trator; employers with workers 
living in New York are liable for
an additional assessment, with ;
the amounts varying by where in '
New York their employees live. :

Employers that missed a Dec. :
2 deadline to elect to pay the sur-,
charges directly to the pool ad-
ministrator have been liable e
since Jan. 1 for surcharges that i
canbeasmuchas 57.27% of hos-

pital and laboratory bills their.
employees incur in New York. 5

Employers that missed the ·
deadline and wanted to qualify
for the lower sizrcharge rates had i
until March 3 to file the neces-,
sary application agreeing to pay ' '
the lower surcharges directly to,
the pool administrator. The next ;
filing deadline is June 2 and e
would apply for bills incurred on ;
or after July 1.

About 30,000 employers, in-,
surers and other health care pay- i
ers have filed applications to pay
surcharges directly to the pool, ;
administrator, Mr. Pellegrini,
said. About 19,000 of those ap-,
plications have been validated '
with the names of those payers'
now listed on the Department of i
Health's World Wide Web site. '

Mr. Pellegrini said the state
has tried to be "magnanimous"
in dealing with employers and i
insurers in trying to correct mis-
takes on applications so their'
plans can qualify for the Jan. 1
deadline for the lower surcharge

-By Jerry Geisel
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Opinions
Square one not the answer

IIERE WE GO AGAIN.There has been one hearing on the chief Senate
Superfund reform bill, and the Clinton administration

already is digging in its heels and is refusing to sup-
port even modest liability reform, let alone repeal of

the controversial environmental cleanup program's
imposition of retroactive liability.

Instead, the administration wants reformers to go
back to square one.

Environmental Protection Agency Administrator

Carol Browner said as much last week during an ap-
pearance before the Senate panel charged with draft-
ing Superfund reauthorization. She asked the senators

to "get everyone together, pull out a blank sheet of pa-
per and draft a Superfund reform bill that recognizes
the progress that we've made, addresses the remaining
problems and sets the program on the right course for
the future."

That's exactly the wrong course for reform.
Reformers have been forced to go back to square one

too many times as the last two Congresses proved un-
able to pass any sort of Superfund reauthorization
bill.

Pro-reform forces repeatedly have proved willing to
compromise in order to reach consensus with the ad-
ministration, only to have the administration trot out

its tired jibe that liability reform is little more than
"letting polluters off the hook." We can certainly sym-
pathize with Sen. John Chafee's polite request that

Ms. Browner take that phrase, "bottle it and throw it
away."

The idea that it's time to grab a blank piece of paper

and draft a brand-new Superfund bill also ought to be
thrown out as quickly as possible. Congress has wres-

74/LLERsTRollBUSINESS /NSUBANCe
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tled with Superfund for far too long as it is. To start
all over again would guarantee nothing except an even
longer wait for reauthorization and reform.

Instead of reaching for the blank sheet of paper,
supporters of reform ought to make clear that the Sen-
ate bill embodies the minimum degree of liability re-
form they will accept. Further reforms can and should
be incorporated as the reform effort passes to square
two, three and beyond. That offers the only possible
chance that the next Congress won't be debating the
same tired issues and listening to the same tired
phrases come 1999.

Put pension reform in fast lane
-EARLY EIGHT YEARS AGO, the Assn. of Pri-vate Pension & Welfare Plans, an employer lob-
bying group, began the drive for pension simplifica-
tion with a public policy paper recommending many
changes to end what the group described as pension

gridlock.

After numerous setbacks, many of the group's pen-
sion simplification recommendations were incorporat-
ed as part of broader legislation Congress passed in
1996.

Those changes, including an easier way to run the

basic 401(k) plan non-discrimination tests, are only a
first installment in making pension rules fairer and
more logical, the APPWP says.

We couldn't agree more. Even after the passage of
last year's simplification package, pension rules re-
main far too complicated and, in many eases, illogical.

The APPWP's new simplification package, which
the group released last month (BI, Feb. 24), certainly
is a step in the direction of common sense.

Take, for example, the group's recommendation to
allow employees at least 50 years old to make an addi-
tional $5,000 in annual contributions above the cur-

rent $9,500 limit to 401(k) or other salary-reduction
plans.

It would be nice if younger employees-those in
their 20s and 3Os-could make large contributions to

401(k) plans so the contributions could earn interest
over an extended period of time.

But the fact is many younger employees simply

Letters t6 the editor
Business Insurance welcomes letters to the editor. The sec-

tion is intended to be a forum for readers' opinions and com-
ments. We reserve theright to edit teiters for ctarity orspace.
We will not publish unsigned letters.'Please send your letters
to Letters to the Editor, Business Insurance, 740 N. Rush St.,

Chicago, Itt. 60611; fax: 312-280-3174; e<mail: pwinston
@crain.com r

don't make enough money or have too many other fi-

nancial responsibilities, such as paying off loans for
their education, to contribute very much to their sav-

ings plans.

But, by the time employees reach 50, they often are
at their maximum earning power. That is when they

may have extra eash and are better able to make high-

er contributions to their 401(k) plans and ultimately
have more sav_ngs for their retirement.

The APPWP also recommends that federal rules be

amended so that employers can take advantage of
technological leaps and be allowed to distribute cer-

tain pension plan documents, such as summary plan

descriptions, electronically when there is ready access

to those technological tools.
That makes perfect sense to us. Paper documents al-

ways should be available to those requesting them.

But why should employers spend tens of thousands, if
not hundreds of thousands of dollars, on paper book-
lets if employees have immediate access to those kinds

of documents through online networks, such as corpo-

rate intranets? We'd much rather see companies use

dollars on improving benefits than spend a small for-

tune printing benefit booklets for all employees when
alternative-but just as accessible-means of dis-

tributing the information are available.
These and other APPWP recommendations will con-

tinue the drive for simpler, more logical pension rules.
We hope this time, though, it doesn't take Congress

seven years to enact them.

8/editorials on the Web

Business Insur·ince is expanding its online content with
the inclusion of our weekly editorial opinions. Beginning
this week, readers will find the same opinions appearing on
this page before their issues arrive. Look to www.businessin-
surance.com/opinions/ for BI's editorials on hot issues in
risk management and employee benefits. New editorials witt
be posted after 5-asiness hours every Thursday.
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NEW YORK-The Risk & In-

s-rince Management Society
Ire plans to push for broad-
r=mfing liability reforms at
bl•ti the state and federal level

aR,r Congress and itaie legis-
1*wres convene later this
motith.
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n this fast-paced world, catching up with the leading decision-makers in commercial insurance can

De a real challenge. Fortunately, you can stay in touch through Business insurance. We'll help you

connect with these buyers of insurance, reirsurance, workers comp, employee benefits and health

care services as they take time to review 8/'s coverage of their biggest conference - the annual

meeting of the Risk & Insurance Management Society.

Make contact before the gatiering begins as these executives turn to our RIMS Preview issue for an

advar ce look at the meeting's hottes: topics - ard the best Atlanta has to offer. Network during the

conference as they browse through Ol, r Directory of Captive Managers and peruse the accomplishments
of the 1997 Risk Manager o the Yea: Folloz, up after RIMS when our post-conference Reports on

Employee Benefits/Workers Ccmp anc Risk Management sessions are widely-read.

Star[ making sales connections now Call 8, and reserve your advertising space before you lose touch

with these opportunities.

New York: 220 E. 42nd Street, NY 10017-5806=Tel: 212-210-0133 • Fax: 212-210-0704

Chicago: 740 N. Rush Street, IL 60611-2590 • Tel: 312-649-5276 • Fax: 312-649-7799

Los Angeles: 6500 Wilshire 814, CA 90048-4947 •Tel: 213-651-3710 • Fax: 213-655-8157

We'll Help
You Make

Connections.

I :33 R IMS'97
ATLANTA

RIMS Preview

Publishing: April 7 • Closing: March 26

Captives/Risk Manager of the Year
Directory: Captive Managers
Publishing: April 14• Closing: April 2
Distribution: NMHCC, RIMS

RIMS Report: Employee Benefits
& Workers Comp
Publishing: April 21 • Closing: April 9

RIMS Report: Risk Management
Publishing: April 28 • Closing: April 16

Business
Insurance®
www.businessinsurance.com

0

3

0

0

.

0

0

0



10 / Business Insurance, March 10, 1397

Listings omitted
f rom d irectory

of TPAs
The following companies were omitted

from the Feb. 17 directory of third-party
administrators specializing in both prcper-
ty/casualty and benefit claims:

Harrington Services Corp.
3401 Morse Crossing, Columbus,
Ohio 43219; 614470-7000;
fax: 614470-7086

1996 revenues

Total. .$302,003,000
Claims revenue . -$100,015.000
Claims administration. . 55,4

Claims audting. .20%

Claims business by type

Disability. 1 40

Aexible benefits.
Health insurance. ..565..
Ufe. .1%

Pensions. ...4%

Workers compensaaon. ....5%

Claims business by volume

Administration daims paid. .$2,001,00),000

Clents

Associadon plans.
Corpodons.
Mumemployer plans
MEWAs..

Public/government entioes.

Union-sponsored plans.

Staff

Total. ...1,450
C ajms services ...1,160

Claims services since: 1954.

Parent: Health Plan Services.
Service area: Nationwide.

Branch offices: Administrative offices in El
Monte, Calif., Tampa, Fla.; Framingham. Mass.
Sales offices in San Bemardino, Calif.; Marborough,
Conn.,A#anta: Chicago; Shreveport, La.; Joplin, Mo.:
Dayton and Youngstown, Ohio; Oklahoma City;
Memphis, Tenn, Irving Texas.

Subsidiaries: American Benefit Plan Administra-

tion; Consolidated Benefit Services, Third Party
Cairns Management.

PPO access.

Officers: William Bennet, chairman-Health Plan
Services; Robert Parker, chairman-Harrington Ser-
vices Corp.; Ned Lucco, presidenUCOO-Harrington
Services Corp. Ken DiBella, president/CEOHaning-
ton Beneft Services Group.

Contact: Catyl Culbertson, vp-sales'markedng.

Hewitt, Coleman
& Associates Inc.
P.O. Box 5500, Greenville,
S.C. 29606-5500; 86*240-5800;
fax: 864-232-8824

CAPTIVES:
FAS 7, -4..

and they said we
wouldn't last."

Captive Insurance Companies
Association, Inc.

24th Annual Conference
March 16-19,1997

Westin LaPaloma, Tucson

..924

.....10

622

...188

...4

...95

5

1996 revenues

Total....

Claims revenue ...........,,..

Claims administration.

Claims business by type

Automobile.

General liability... ........
HeaJth insurance ............

Workers compensation

Claims business by volume

Administration claims paid.

Clients

Total.

Association plans.

Coporations.
Public*vemment entities

Staff

Total

Claims se,vices.

$6,750,000

$5.300,000

..100%

$48,300,000

Claims services since: 1923

Service area: Nadonwide.

Branch offices: Administrative omoes in Birming-
ham, Ala.; Uttle Rock, Ark; Orlando, Aa.; Norcross,
Ga.; Indianapolis; Jackson, Miss.; St buis; Greens-
boro and Raleigh, N.C.; Nashville, Tenn. Sales office
in Luceme, Ky

PPO access.

Officers: Charles R. Wan,e, president; Mitzi Hel-
ton, vpnance; Richard Hurley, vp

Contact: Charles Wame.

Join us for Education,
Exhibits,and Networking
For Conference registration or membership
information, call, write or fax us at:

CICA Administrative Office
4248 Park Glen Road

Minneapolis, MN 55416
Phone: (612) 9284655
Fax: (612) 929-1318

CICA,
CAPTIVE INSURANCE COMPANIES ASSOCIATION, INC.

For a Better Industry!

Focused Exclusively
on Serving

the ART Market.
If you' re tired of dealing with part-time ART "experts,"
call the ART specialists at CORE. CORE offers, in
one place, a full range of risk transfer products, including
excess insurance and treaty reinsurance. And CORE
underwrites those products on behalf of several affiliated
and unaffiliated companies.

CORE, a GE Capical Services Company, has the
resources, reliability, and professionalism to deliver on its
ART market commitment. Put the CORE advantage to
work for you.

CORE Group
1010 Washington Boulevard
Stamford, CT 06901

203.406.1900

I.Vill-

Center of the ART World'"

CORE Group

Citicorp Center
One Sansome Street, Suite 1900
San Francisco, California 94104

415.951.1086

CORE Insurance Company is rated A++ (XV) by A. M. Best Company.
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245

........3

225

.17

5%

..15%

.....75%

73

73

me following were omitted om the direc-
ton' of TPAs specializing in propertykasualty
claimm

Mack & Parker Inc.

55 E. Jackson Blvd., Chicago, 111. 60604;
312-922-5000; fax: 312-922-5358

1996 revenues

Totaj.

Claims revenue.

Claims administration.

Claims audidng

Claims business by type

General liability.
Professional liability.
Property damage.

Workers compensation.

Claims business by volume

Administration claims paid.
Auditing projectsconducted

Clients

Total.

Associadon plans.
Public/government entities

Staff

Total. ..100
Clajms services. ...8

Claims services since: 1995.
Service area: Nationwide.
Branch offices: Administrative office in Albu-

querque, N.tvt.
PPO access.

Officers: Edward E. Mack 111, chairman; Martin P.
Hughes, president; Veronica E. Campbell, CFO.

Contact: Martin P Hughes; Jay C)dice, Fred
MedenwalcIt, vps.

Peter J. McBreen
Associates Inc.

20 N. Wacker Drive, Suite 2520, Chicago, 111.
60606; 312-332-4307; fax: 312-332-2657

1996 revenues

Total

TotaJ.

Claims revenue..........

Claims administration.

Claims adjusong.
Clajms auditing

Claims business by type

GeneraJ liabili ..... .
Property damage.
Other

Claims business by volume

Administration claims paid.
Audmng projects conducted.

Clients

Total.

Corporaons.
Public/government entities

Staff

** f

.

/

W,500,000
.........$1,650,000

45%

..45%

10%

.$10,000,000

i

- u #rd _L

)

».

-/-

$10,101,000

$1,000,000

99%

....1%

$3,000,000

.50%

..20%

-04

.........4

2

....60

30

30

20%

...5%

...59.

70%

35

Claims services since: 1958.
Service area: Nationwide.

Charges: Administration'adjusang/auditing: $60 to
$95 per hour.

Branch offices: Administrative offices in Los An-

geles; Fort Lauderdale, Fla; Kansas City, Kan.;
Madison, N.J.

Officers: Geoffrey P. McBreen, executive vp, Bn-
an T. McBreen, vp; Hugh G. McBreen, secretary;
Paul J. McBreen, assistant secretary.

Contact: Paul J. McBreen, Chicago, 312-332-
4307; Brian McBreen, Los Angeles, 310410-0933;
Charles M. Bowman, New Jersey, 201 -377-8834;
Joseph S. Kieszowski, Kansas, 913-681-8730.

McGee Risk

Management Services
PO. Box 419013, Kansas City,
Mo. 64141-6013; 800-423-9044;
fax: 816-472-5018

1996 revenues

Total.

Claims revenue.
Claims administration

Claims adjusting.
Claims auditing..

Claims business by type

Automobile.

Generaj liabili.
inland marine............

Professional liability.
Property damage.
Workers compensadon.

Claims business by volume

Administranon daims paid.
Audidng projects conducted

Clients

Association plans.
Corporations.

Publidgovemment entities....

Staff

...$2,500,000
$2,500,000

1%

1%

5%

...15%

..MI

4%

73%

...$8,500,000
2

-85

Claims services..... .22

Claims services since: 1987.
Service area: Midwest
PPO access.

OHicers: Lany Kaminsky, Charlie Kaufmann, Eu-
gene Klein, Jeny Reardon.

Contact: Ed Treadwell

McLarens Toplis
North America Inc.

233 S. Wacker Drive, Suite 2420,
Chicago, 111. 60606-6308; 312-648-1300;
fax: 312-454-1588

1996 revenues

Tota] ... ····

Claims revenue.

Claims administration.

Claims adjusting

Claims auditing

Claims business by type

Aulomobile.

General liability..
Inland marine.......

Professional liability.
Property damage.
Workers compensa5on
Other.

Claims business by volume

Administradon daims paid.
Auditing projects conducted.
Clients

$28,000,OOC

.$9,000,000

35%

60%

...10%

....40%

10%

10%

..........5%

10%

_$150,000,000
60

Total.................... ...... _202

Corporations. .85

Public*vemment entities. .....117

Claims services since: 19la
Service area: Nationwide.
Branch offices: Administrative offices in Los An-

geles; Atlanta; New York

Subsidiaries: Henry Eagleton Marine Claims;
Mclarens Toplis Inc

Officers: lan Winchester, chairman; F.D. Raddiff,
vice chairman; James V. Ebel, president/CEO;
Joseph Dotd, COO; Nigel Griffey, CFO.

Contact: Richard EL Gray, 800-880-2219.

Meadowbrook Claims Service
26600 Telegraph Road, Southfield,
Mich. 48034-2438; 810-358-1100;
fax: 810-358-3251

1996 revenues

Total.

Claims revenue.

Claims administration.

Claims business by type

Automobile.

Bonds.

General liability .
Inland mafine.

Professional liability..
Property damage.
Workers compensation.

Claims business by volume

Administration daims paid.

Clients

Total.

Association plans.

comorations.
Publidgovemment enues.

Staff

_$10,000,000
.$8,000,000

2%

2%

..2%

4%

5%

--50%

.....$110,000,000

Total. ...150

Claims selvices. ...103

Claims services since: 1980
Parent: Meadowbrook Insurance Group.
Service area: Nadonwide.
Branch offices: Administrative and sales offices

in Montgomery, Ala.; Overland Park, Kan.; Grand
Rapids, Mich., Bloomington, Minn. Administrative of-
fice in San Jose, Calif.

PPO access.

Officers: Don Fisher, executive vp; Robert Cub- ,
bin, senior vp/general counsel; Thomas Tucker, se-
nior vp; Melanie Elias, vp; Mike Cascone, vp-loss
control.

Contact: Don Asher, 810-204-8091.

68

.42

..17

475

12

.401



Bermuda
Continued from page 3
Bermuda has played a role is the
revitalization of Lloyd's of Lon-
don. Bermuda companies not only
have established a competitive
presence through branches in the
London market but also have in-

vested in several Lloyd's manag-
ing agencies, bringing new capital
into the market.

"We've invested in Lloyd's be-
cause it has enormous talent and

needs capital support," said Mr.
Ryan. That underwriting talent
supports Aon's clients, he noted.

The only potential downside, he
said, "is that with so much capital
now, I hope they don't start buy-
ing market share with our invest-
ment."

Competition and market consol-
idation is on the minds of all play-
ers.

"Consolidation makes the mar-

ket more competitive with more
efficiency and greater resources,"
said Mr. Ryan.

From the underwriter's perspec-
tive, there is likely to be an in-
crease in competition for compa-
nies that are stronger and more
focused, said Mr. Chookaszian.
The top 20 insurers in the United
States have seen significant con-
solidation, and more consolida-

tion is likely among the larger
companies, as occurred with re-
cent mergers between Travelers
Corp.'s and Aetna Casualty &
Surety Co.'s property/casualty op-
erations and also between CNA

and Continental Corp., he said.
Smaller insurers will fare well

in this environment, Mr.

Chookaszian predicted.
"Little firms will be flexible and

competitive because of specializa-
tion," he said. "Medium-sized
firms will be challenged and face
more consolidation."

"The buyer will welcome spe-
cialization. We welcome the abili-

ty of global players to concentrate
and focus on the needs of the buy-
ers," said Mr. Saunders.

The industry closely watches se-
curitization, which has the poten-
tial to deliver even more capital to
insurers.

"Hedge Financial demonstrates
our own interest in securitiza-

tion," said Mr. Chookaszian, re-
ferring to CNA's pending acquisi-
tion of Centre Financial Products,
which will be renamed Hedge Fi-
nancial Products Inc.

"The concept of securitization
will change our industry over the
next 20 years. We'll see a robust
market in insurance-backed secu-

rities, much as we've seen the
growth of interest rate instru-
ments," he predicted. "But it
takes time to form a robust mar-

ket in intangibles, at least 15
years."

CNA plans for Hedge Financial
to take the approximately 30 lines
of business the insurer is in and,

over the next two years, develop
securitized products for each of
those groups, he said. "We're go-
ing to try and see where it all fits;
many won't," he said.

"We're one of the last multiline

insurers, which makes CNA a
good lab to test these products,"
Mr. Chookaszian said. CNA also

plans to use Hedge Financial to
develop instruments that will pro-
vide an alternative to reinsurance

to create additional capacity, he
noted.

The prospect of greater capital
markets involvement in the insur-

ance industry does not pose a
threat for current players, Mr.
Ryan said.

"We don't expect disintermedi-
ation or to be replaced by securi-
tization," he said.

"We believe investment banks,
not insurers, will lead the move to

transfer risk via the capital mar-

the industry is risk managers' ex-
panding view of risk.

Mr. Chookaszian said insurers

'The concept of securitization will change
our industry over the next 20 years. We'll
see a robust market in insurance-backed

securities,' predicts Dennis Chookaszian.

kets," he added.

'It's early and we're seeing a lot
of smoke and mirrors, but the

smoke is clearing," Mr. Ryan said
of securitization of insurance.

Another area of opportunity for

already are positioned to meet the
resulting demand for new types of
protection.

"Insurers are already in areas
such as residual value insurance

for automobiles, financial guaran-

Aebui US. Healthcare

on the crest ofthe new wave in

disabil*management.

As disability insurance shifted

from indemnity to a coordinated

managed care approach, Aetna didn't

just go with the flow.
We led it.

First, Aetna's seamless Managed

Disability program turned the tide

of escalating costs, helping employers
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tees and sureties," he noted. "As
companies put the risk manager in
the role to oversee these risks, it's
a natural that insurers will re-

spond," he said.
"We use 'risk management' in

our vernacular as the exclusive

province of our industry. But
many commercial banks' defini-
tion of risk management is far
broader, covering funding risk,
currencies, etc.," said Mr. Ryan.

"There is convergence between
the two, and if insurers are not
prepared to participate, they'll
have a limited future," he said.

The panel agreed banks will
play a role in insurance, though it
may be a limited one.

"One has only to look to Europe
and bancassurance to see what's

happening," said Mr. Ryan. "It

reduce disability costs by as much as

20 percent.

We continue ahead of the curve

with Managed Health®, an innovative

approach focusing on employee

health and well being whether on

oroffthejob.
To learn more about the newest

wave, call Bill Leary at 312-441-3025.

We'll also send you the free brochure,
Planningfor Disability Management,

This plan is undenvritten or administered by Aetna Life Insurance Company.

will be much more competitive,
particularly for life insurers," he
said.

"I doubt that banks will be an
effective market to underwrite

property/casualty and pure life
insurance products, such as term
life. They will be more effective in
annuity-type products," said Mr.
Chookaszian. He added that he

would welcome banks attempting
to enter other insurance lines,
though, as it would make insurers
more competitive in comparison.

A more likely development is
mergers among banks and insur-
ers, he said. "They'll buy us; we'll
buy them."

Peter Rackley, chairman and
CEO of Western International Fi-

nancial Group of Hamilton, Bermu-
da, moderated the session. m

published by the Ametican Compensation
Association.

Because ifyou're looking forward
to a healthier, more productive work

force, we're on the same wavelength.

C*tna
US Healthcard

You'll feel better with us.T"

Aetna tnc.

hup://www. aetnahealth.com
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Capital
Continued from page 3
between financial and insurance

markets and provide additional
capital for that risk.

Mr. Sandor said one example is
the Chicago Board of Trade's catas-
trophe options, launched in 1992
after Hurricane Andrew caused

$15.5 billion of insured damage.
"Like most inventions, you don't

get it right the first time," said Mr.
Sandor, who helped create the
CBOT contracts.

The contract was changed a year
ago from one linked to an Insurance

Services Office Inc. loss ratio to one

based on an index of cat losses by
the Property Claim Services divi-
sion of the American Insurance

Services Group. In addition, con-
tracts were developed based on cat
losses in a variety of geographic re-
gions.

In response to the changes, "what
was a dormant contract has just
reached record open interest this
month," he said. With nearly 11,000
contracts, the market for CBOT
catastrophe options is "now 50%
bigger than pork bellies," he
quipped.

Another financial development is
the launch of the California Earth-

quake Authority, which Mr. Sandor
said he sees as "a bridge between a

Risk-indexed securities

are 'understood easily
and can be grasped
by the capital markets,'
says Richard L. Sandor.

commodity trade and a security
trade and a move toward a conver-

gence of insurance markets and
capital markets."

Mr. Sandor said he disagrees
with many observers who view the
CEA's decision to purchase $1.5
billion of reinsurance from Berk-

shire Hathaway Inc. rather than fi-
nance the risk with a bond issue as
a failure for securitization of insur-

ance.

In exchange for assuming that
portion of the CEA's risk,
Berkshire Hathaway's Warren Buf-
fett is likely to more than cover his
exposure by investing the premium,
according to Mr. Sandor.

He noted that under the CEA

program, Berkshire provided $1.5
billion of capacity for a reported
$590 million of premium. The at-

A LETTER OF RECOMMENDATION

«..strong capitalization...excellent tontj

term projitability...superior operatinti

results...strong underwriti,W resltits...

financial flexibility...stable owner-

ship... long term client relationships...

outstanding balance sheet strength...

solid market presence...sustained supe-

rior operating performance,

A. M. Best

PMARe
An A+ Company

PMA Reinsurance Corporation, Mellon Bank Center, 1735 Market Street, Philadelphia, PA 19103-7590
215.665.5000, fax 215.665.5009, http:/5www.pmare.com

tachment point is above $7 billion
in homeowners claims for quake
damage, and the coverage term is
four years.

Looking at the deal from Berk-
shire's point of view, "you get paid
roughly $600 million, you have the
use of the money for four years.
And remember: That goes to offset
your risk, which is only $900 mil-
lion," Mr. Sandor said.

"If you take a look at recent ad-
vancements in Berkshire Hathaway
stock, in fact, you more than double
your premium over a four- or five-
year period at a 15% to 20% rate of
return," he said.

Indeed, the day after Berkshire
Hathaway announced the deal, the
company's stock rose, Mr. Sandor
added.

In response to a later question
from the audience, he acknowl-
edged that his analysis did not ad-
dress the role underwriting plays in
assessing whether to assume such a
risk, which he said is a critical com-
ponent.

Mr. Sandor said that if the Berk-

shire Hathaway deal were struc-
tured as a catastrophe futures
trade, it would have represented a
million and a half contracts, or

open interest three times greater
than the current market for the

U.S. long-term government bond
market, "just to put it in perspec-
tive why all these Wall Street mug-
gers are hanging around your busi-
ness."

But futures are not the ideal

structure for many investors that
are not in the professional market,
due to certain regulatory restric-
tions and problems of understand-
ing, Mr. Sandor said. Many in-
vestors would prefer more conve-
nient instruments, such as fixed-in-
come securities, he said.

As a result, investment banks and
insurers are working to develop se-
curities such as equities or bonds
that will be attractive not only to
other insurers but also to profes-
sional money managers.

"How can you translate catastro-
phe risk into a bond or a security?
You adjust either the principal or
the interest rate, that's all you real-
ly can do. Or you can adjust the du-
ration," he said.

By doing so, the financial mar-
kets ultimately "can morph an in-
surance liability into a capital mar-
ket instrument and tap into that
$20 to $30 trillion of capital market
instruments," he added.

In searching for where securitiza-
tion of insurance is likely to lead,
Mr. Sandor predicted that some
form of risk-indexed securities is

where the market is headed. That is

because"they are summarized eas-
ily, understood easily and can be
grasped by the capital markets," he
said.

Ultimately, though, it may take
years of trial and error before vi-
able insurance securities are widely
traded, said Mr. Sandor, who noted
it took about 20 years before mort-
gage-backed securities took off.

"I think these are tremendously
exciting times for the insurance
business," he said. "I believe that if
all of us continue to look at these

problems, we will generate more
profitability for the industry, and
we will be able to efficiently trans-
fer the risk in the same way that
foreign exchange risk, interest rate
risk, stock index risk has been
transferred in other markets."

Mr. Sandor urged the insurance
industry not to let securitization
and the complex jargon that ac-
companies it be intimidating.

"The nerds of the world will give
you all kinds of fluffy things about
this device and that device, but it's
real simple: Standardize it, change
the interest rate, change the princi-
pal, and that's the wonderful world
of derivatives," he said. Ell



Teamwork key in handling mass torts
By PAUL D. WINSTON

SOUTHAMFI'ON, Bermuda-Ac-
knowledging a potential exposure
and putting risk management in ac-
Lion is critical to reducing a compa-
ny's ultimate liability in a mass tort
scenario.

Companies that "put their head in
the sand" when confronted with a po-
tential mass tort are risking larger
awards, potentialloss of coverage and
bad publicity, a panel of risk manage-
ment and legal experts says.

Donald J. Sullivan, vp-risk man-
agement for Baxter International Inc.
of Deerfield, Ill., said there are several

keys to surviving a potential corpo-
rate disaster from mass torts:

• Early detection. "If it's out there,
it's not going to go away if you don't
manage the process," he said.

• Choose partners wisely, including
members of an in-house response
team, insurers and outside counsel.

"For risk managers, choose your
employer wisely and make sure you
have an employer that will allow you
to do your job, because if you can't do
your job you're going to be butting
your head against a wall," he added.

• Risk managers must be involved
m the process.

• Share information within the or-

ganization. "You need to share infor-
mation with everyone so that every-
one can do their job to manage the
loss. You even need to share informa-

tion outside the organization with
your insurance carriers so they have
an understanding of the loss and can
do the right thing," he said.

Having the right team of people in

place to review the potential threat,
gather information and communicate
with involved parties is an important
start, said Mr. Sullivan.

Once that team is in place, "the first
thing I thjnk you absolutely must do is
find out what the problem is and what
are the facts. Once you have the facts,
then you can move forward," he said.
To do otherwise, a company runs the
risk, for example, of its representa-
tives making inaccurate or conflicting
comments to the press, he said.

In assembling a team to help in-
house counsel and the risk manager
respond to claims, a company should
include a trial attorney, separate set-
tlement counsel, public relations rep-
resentatives and legislative relations
representatives, said Anna S. Richo,
associate general counsel for Baxter.

The two were at the center of a pan-
el discussion on how to avoid a corpo-
rate disaster, held during the Bermu-
da Insurance Symposium III in
Southampton, Bermuda, Feb. 18-21.
Baxter, a health care products manu-
facturer, has been named in silicone
breast implant litigation as a result of
a company it acquired, as well as liti-
gation over HIV-contaminated blood
products for hemophiliacs.

A team-based approach has
worked well for Baxter, Ms. Richo
said, because the company culture
empowers employees "to do what it is
that they do best. In the context of
mass torts, you cannot have a hierar-
chical structure. It just won't respond
fast enough to the types of decisions
that need to be made."

"In order to manage this thing, you
have to move quickly, you have to be

Insurers' two masters:

Policyholders, investors
By GAVIN SOUTER

ABermuda&
11suraneEII

SOUTHAMPTON, Bermuda-
Well-capitalized insurers and rein-
surers provide comfort for policy-
holders seeking security, but they
can cause discomfort to investors

seeking high returns on equity.
As a result of the differing inter-

ests, executives at the insurers and
reinsurers have to perform a diffi-
cult balancing act between
attracting policyholders
and satisfying investors, a
panel of insurance experts

says.

The movement by in-
surers and reinsurers to

increase in size is being
driven by policyholders,
brokers, regulators and rating
agencies, said Brian Duperreault,
chairman, president and chief ex-
ecutive officer of ACE Ltd. in

Bermuda.

Policyholders, in particular, are
seeking long-term relationships
with well-capitalized insurers who
will be able to pay losses when
claims arise, he said.

Policyholders are increasingly
reviewing how their risk manage-
ment programs are constructed
and how they will respond to a
catastrophe loss, agreed Jean
Kennedy, director of risk manage-
ment at Medtronic Inc. in Min-

neapolis.
"There is always a doubt about

what you buy and whether you'll
be able to collect on it," she said.
Contrasting with the buyers' desire
for well-capitalized insurers and
reinsurers is the concern of in-

vestors over excess capital in the
insurance market, said Donald

Kramer, president and CEO of

Tempest Reinsurance Co. Ltd. and
vice chairman of ACE.

"The biggest problem in the
reinsurance industry today is un-
employment. That is, the unem-
ployment of capital," he said.

In Bermuda, for example, many
of the catastrophe reinsurers have
share buy-back and other pro-
grams to reward shareholders in a
market where reinsurance rates

are falling, Mr. Kramer
said.

Insurers and reinsur-

ers are also seeking to
put their capital to use
in other areas where

their returns may be
higher, said Steven

Gluckstern, chairman of
Zurich Reinsurance Centre

Holdings.
But then they run the risk of

making poor underwriting deci-
sions because they do not have the
necessary expertise to write the
new business, he said.

"People form a company and say
'I'm really good at one thing' and
they are good and theybuild more
capital. Then they branch out into
areas which they don't understand
as well," Mr. Gluckstern said.

However, if an insurer follows a
careful diversification strategy it
can become a stronger company,
said Mr. Duperreault of ACE.

By writing a variety of cover-
ages, an insurer can soften the
blow to its profits when one area of
its business suffers a downturn, he
said.

"The buyer should look for com-
panies that manage their capital
well," Mr. Duperreault said.

John Cox, forrner chairman of
ACE, moderated the session.

on your feet, and you have to get in-
volved to the extent that you can get
involved, and the right people have to
be brought in," agreed Mr. Sullivan,
who added that teams should include

corporate communications and the
business unit whose product or ser-
vice is involved in the claim.

Sometimes, however, a company
may find that there are internal con-
flicts or times when business profit
centers are in denial that a potential
liability exposure exists or will bloom
into a mass tort, observed David Mc-
Manus, president of Arthur J. Gal-
lagher & Co. (Bermuda) Ltd., who
served as panel moderator.

"Internal conflicts are deadly. You
can't be fighting internally at the
same time you are fighting claims,"
said Mr. Sullivan.

That can be reduced when mem-

bers of an industry share their views
and problems for educational purpos-
es, said defense attorney Thorn
Rosenthal, a partner with Cahill Gor-
don & Reindel in New York.

"It also helps a lot when an industry
puts together a coordinated response
and they don't undercut each other,
because if one member of the industry
gets a bad verdict, it's going to hurt
them more than the others, but the
others are not going to escape scot-
free," Mr. Rosenthal said.

In addition to potential co-defen-
dants, insurers also want to be

brought into the process early on.
"Denial is a big problem we've seen

all along in the development of mass
torts. You have product people fight-
ing...because they don't want to ad-
mit they have a problem," said Brian
O'Hara, chairman and chief executive
officer of X.L. Insurance Co. Ltd. De-

nia.lin some cases has allowed policy-
holders to ertend coverage or get it re-
newed at favorable terms, he added.

"We want to be brought in as
quickly as possible" to help manage
the potential liability, said Brian
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Duperreault, chairman, president and
CEO of ACE Ltd.

One impediment to good insurer re-
lationships, however, can arise early
in the process, warned Mr. Sullivan.

"Thirty-page reservation-of-rights
letters don't always help us," he not-
ed. "We sometimes have to disclose

that in 10-K's, I have to disclose that
to my board of directors, my senior
management," he said, which can cre-
ate misunderstandings or conflict.
The risk manager's key role there is to
communicate to managers why an in-

surer sends a reserva-

-     tion-of-rights
letter, and to re-

spond to the letterABer.uda& and find out what
IrnsuranMi the insurer's true

I management
 doesn't understand

the process, it can be a
very rlifficult situation."

Indeed, it also may prompt outside
counsel to initiate coverage litigation
against the insurers, said Ms. Richo.

"In-house counsel need to be strong
enough to manage and put your out-
side attorneys in check, because a lot
of their initial reaction is to litigate,"
she said. In-house attorneys' roles are
to prevent that from happening and to
see the bigger picture, including that
the company may want to get insur-
ance coverage in the future from its
insurers, Ms. Richo said.

Mr. Sullivan said the risk manager
also needs to work with outside cover-

age counsel on nearly a day-to-day
basis. "Certainly, if it gets to litigation,
our litigation team would be involved,
but through the negotiation process
our relationship with the insurance
company needs to be managed by the
risk management department, not by
the law department," he said.

Baxter is in litigation with some of
its insurers over its losses, noted Mr.
Sullivan, though he said it has been

able to negotiate settlements with the
vast majority of its insurers. "Don't let
the coverage counsel make that deci-
sion. That decision should be yours
with the advice of both in-house and

outside counsel," he said.
Mr. O'Hara said that how a compa-

ny approaches its insurers can dictate
whether the claims process is arnica-
ble or combative.

"We have other insureds who show

up with plaintiffs attorneys represent-
ing them in negotiations with us, and
I can see we're going to have a prob-
lem," he said. "We're going to meet
people the way they come to us. Bax-
ter came to us as businessmen and

said let's sit down, keep the lawyers
out and find a solution to this."

"We all want to deal with the prob-
lem," Mr. Duperreault said. "We sell
coverage to ultimately pay, and we
have certainly written a lot of checks
at ACE since it was formed," he said.

In addition to managing the insur-
ance claims process, public and media
relations are another key component
of managing the mass tort exposure.

"There's no question that bad pub-
lie relations exacerbates the legal ex-
posure several-fold. It ranges from
coloring management's attitude to
prejudicing the potential juror pool,"
said Mr. Rosenthal.

"My chief recurring nightmare is
having Mike Wallace walk in the
door," quipped Mr. O'Hara.

"From my experience, as awful as
'no comment' sounds, it is better to
have no comment until you know
what your story is than to come out
early with something that you later on
have to retract," said Ms. Richo.

"It's essential that there's control of

the company's presentations to the
public and the press. We've seen plen-
ty of disasters where one guy is saying
one thing, the plant manager's saying
something else, everybody's speaking
to the press and nobody knows what's
going on," said Mr. Duperreault.

"You almost have to pre-plan that
and have all of this set up in advance,
so that there is a designated
spokesperson and a coordinated re-

sponse," he said.
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Risk managers' knowledge of financial markets Mr Pewter said

However, with the new temtory
comes new challenges, Mr Pewter

leading to convergence with traditional cover cautioned

Dual-tngger pollcies combined
with the existing move toward larger
retentions wlll erode premium volume

By GAVIN SOUTER This new breed of nsk manager is modities field, this difficulty can be accordlng to Mr Pewter for insurers even further, he said
asking insurers to develop insurance overcome, Mr Cascio said "Normally, the two functions are Also, a 1]rmted number of buyers

SOUTHAMPTON, Bermuda-The products to manage earnings and Another issue might be the possible separately managed, but the corpora- would be mterested m dual-Agger
increasmg sophistication of risk man- control revenue growth volatillty, he Sec:unties and Exchange Commission tion has one balance sheet and one set products And few msurers have suf-
agers Is dmnng the mereasmg sophis- said regulation of the products, he said of earnings," he said ficient expertise to analyze financial
tication of the msurance market, a Finite risk remsurers that have to "We have to be careful that we are By unibngthetwo problems under issues such as Interest rate move-
panel of financial nsk msurers says offer innovative products to thrive in not actually deahng in these types of one insurance coverage, corporations ments, Mr Pewter said

With the convergence of fmancial the currently soft traditional insur- markets," Mr Cascio said can malntaln large retentions but still The two events also could be hnked

and insurance markets, rlsk managers ance market are leadmg the drlve to Another obstacle is the efhciency of have catastrophic coverage m place so a dual-tngger pollcy designed to
are turning to their insurers to provide develop these types of products, said the denvatlve hedge vehicles the com- should a physical event and a finan- cover two separate events is in fact
solubons to numerous financial risks Michael J Cascio, vp at Stockton modity markets use cial event hit, he said trlggered byone event, he said
previously not covered by insurance, Reinsurance Ltd m Bermuda "It is rliffi- The need for such products has For example, a blowout on an off-
they say Some products bemg offered ad- cult for us to grown as compames retain more nsk, shore 011 rig could cause a fluctua-

To meet the challenge, msurers are dress the needs of the commodities ABermuda* compete m ar- Mr Pewter said tion in oil prices and produce mas-
creatmg Innovative new coverages, market, he said = eas where fi- For example, a company m Callfor- sive physical damage, he said
such as products similar to commodi- For example, msurance can be used Insuranc

== nancial mar- ma may be comfortable with a $50 Also, insurers wll find httle retro-
ties futures contracts or products that to hedge against commodity price  kets are well- million earthquake retention, and it cessional capacity for such products,
link traditional insured nsks to the fluctuations, Mr Cascio said A com- estabhshed, may be prepared to take a $50 milhon and the cost of laying off the risk
movement of financial markets, they modity deal could be set up with an large and hq- loss on financial markets, "but what Into financial markets may be pro-
say agreed pnce of $20, and an insurance uid," he said they don't want is for both to happen hibitive, Mr Pewter said

Risk managers are takmg a much product could be estabhshed to cover Insurance products wall only have a m the same financial penod," he said "The tnek is to find something
more sophisticated approach to nsk any fall m the market pnce of the chance to compete m markets such as By offenng a dual-tngger Insurance that is attractive to the buyer and
financmg than they have traditional- commodity below, say,$16, toamini- the oil market for pubhc utihties that product that pays after two events oc- seller, and it's very, very difficult,"
ly, said David Kaplon, senior vp at mum pnce of $10 are not yet dommated by derivative cur, the insurance industry can ad- Mr Pewter said
X L Reinsurance Co Ltd in Bermu- By using msurance rather than traders, he said dress this problem, Mr Pewter said Steven Gluckstern, chairman of
da derivative products, the buyer of the Dual-trigger pollcies are another "There is a great opporturnty form- Zurich Remsurance Centre Inc in

"Risk managers are now demand- contract may be able to obtain added Innovative product that could be used surance compames to try and devise New York, moderated the session at
mg mtegrated solutions from insur- tax and accountmg advantages, he to address the traditional risk con- products that respond to these issues," the symposium mm
ance companies," he said at Bermuda said cerns and financial risk concerns of

Insurance Symposium I[[, which was The product would be similar to nsk managers, said Graham C
held Feb 18-21 in Southampton, stop-loss msurance contracts, Mr Pewter, president and CEO of Com-
Bermuda Cascio said mercial Risk Partners Ltd m Bermu- Number of captives

This movement is largely due to a One of the obstacles to the develop- da
trend toward recruibng risk man- ment of such products is the dificulty These pollcies protect companies writing third-party businessagers with financial backgrounds and m obtaining sufficient data to make from the effect of a major traditional
the integration of nsk management reasonable predictions, he said insurance loss m the same year as a
departments with corporate treasury However, if msurers establish rela- malor change m financial markets increases in Bermuda
departments, Mr Kaplon said tionshlps wth experts m the com- that affects their financial holdmgs,

By GAVIN SOUTER This is part of a drive to make
captnves more profitable, but many

Understanding ratings criteria SOUTHAMPTON, Bermuda- captive owners likely wul pursue
A desire to wnte more tturd-party this strategy if the Clmton admm-
business is fuellng a surge m the istratlon's captive tax proposals

essential for buyers, analyst says establishment of better-capitalized are introduced, he said
captives 11 Bermuda, says the is- Under the proposals, captive
land's insurance mgulator owners wlll oe unable to deduct

As captive owners seek tax and premiums paid to captives if more
By PAUL D. WINSTON necessarily at high risk of default- that they can reserve their losses commercial advantages from wnt- than 50% of premiums are at-

ing on claims, he said adequately," he said ing third-party busmess, the num- tnbutable to the risks of the cap-
SOUTHAMPTON, Bermuda- When we look at the history, In addition, there are qualita- ber of new captlves wnbng mainly bve's parent, he said.

Buyers that turn to rating agen- "companies with a BB rating have tive measures that are really the parent company risks is falhng, "The Clinton bill is a threat to us,
cies to ascertain the financial a default rate that is twice as bad keys to determining the financial while the number of captives but I think we shall come up with
strength of insurers they deal with or twice as high as the default rate security of insurers, he said Those formed to wnte broader solutions," Mr Gillett said
first need to know how those of BBB securities," Mr Levin include a company's cost control risks is growing, said As well as writing
agencies arrive at their conclu- said "But still, the default rate of structure, whether it has competi- Kymn Astwood, the more third-party bum-
sions BB securities is in the high teens, tive advantages in any area and Bermuda registrar of IBermudal ness, companies Inay pool

Several agencies rate the 16% to 17% after about eight or how much control it has over its companies
=Insurant,m

more nsks, he said
claims-paying ability and solven- 10 years Clearly that means that distribution system The trend may be one The comments werecy of insurance companies, and more than 80% of the BB securi- Keith Buckley, group vp of Duff way captive ownens &POS[,M= made at a session at the
each approaches the business in ties that we consider vulnera- & Phelps Credit Rating Co in could avoid an Increase m  Bermuda Insurance
slightly different fashion ble, or non-invest- Chicago, assessed the strengths captive taxation that the Vlv Symposium III, held m

and produces different ment grade, will pay and weaknesses of the industry Clinton administration has Southampton, Bermuda, Feb
types of ratings ABermuda* off, will not default and "The industry is generally well- proposed (BI, Feb 10), a captive 18-21

"We think that ratings in insurance terms will capitalized, managements are manager added More than 400 delegates attend-are important because tilSurani be there to meet their generally knowledgeable about Bermuda continued to show ed the symposium at the
buyers deal with a lot of  obligations, ' he said their books of business, we see strong growth, with 97 new cap- Southampton Princess, and a total

companies, and it's fair to H Mr Levin noted that good investment quality and liq- tive formations, but many of the of nearly 600 attended, including
know what's on our minds,"  many insurance market uidity in the industry, and the in- new captives registered as Class 3 speakers and guests.
said Alan Levin, managing di- observers have focused in re- dustry historically has been prof- rather than Class 1, in which most The sessions covered a broad

rector of Standard & Poor's cent years on industry competi- itable," he said single-parent captives register range of insurance topics, many of
Corp 's Insurance Ratings Group tiveness, reduced profit margins Among the weaknesses, accord- The minimum capital for Class 1 which related to the Bermuda
in New York and poor returns as indicative of ing to Mr Buckley, are that the insurers Ls $120,000, the minimum market A hot topic was the secun-

Risk managers need to ensure weakness among insurers But industry is highly competitive, capital for Class 3 insurers is $1 tization of insurance nsk Two ses-
that the companies they deal with S&P in 1996 issued nearly twice which lS the root of a lot of cur- million Class 3 insurers also have sions were dedicated to securitiza-

are secure, and one way to do that as many upgrades as downgrades, rent problems more stringent reportmg require- bonandaccessing thecapitalmar-
is to look at ratings, he said dur- he said "The industry is also grappling ments kets, and the sub]ect cropped up m
ing a session at the Bermuda In- In analyzing why, S&P found with a number of tough risks, in- Despite the more onerous re- many discussions inside and out-
surance Symposium III, Feb 18- that the companies that earned a cludmg catastrophes and the A&E quirements, the number of Class 3 side the formal sessions
21 in Southampton, Bermuda ratings upgrade focused on a nar- issue," he said msurers outpaced Class l insurers The symposium also marked the

"Your chartered responsibility row niche, either in product or ge- Other weaknesses are a moder- in 1996 Of the 97 new insurers, tturd pubhe performance of Rock
is making sure that you do not pay ographic terms, that gives them a ate return on equity, and chal- only 23 were Class 1, compared 'n Roll Re, a band of remsurance
premiums, or fees, to these people competitive advantage, he said lenges to efficient distribution of with 30 Class 3 insurers Class 2 and insurance executives-cum-

and find out 10 years later that By contrast, companies with their product, he said and Class 3 Insurers compnsed the rock musicians Thls year's gig had
you have an uncollectible bal- downgrades have little or no com- John H Snyder, senior vp of other44 formations the added attraction the Cap-
ance," he said petitive advantages in the market- AM Best Co of Oldwick, NJ, re- "This is partly due to compames tivettes, a female tno from the

Mr Levin said that of the ap- place, significant expense issues viewed how insurers are grap- deciding to obtain Class 3 Bermuda insurance community
proximately 2,000 companles that or inadequate loss reserves pling with more persistent catas- licenses to write third-party who supphed baclang vocals and a
S&P reviews, 63% are in the "se- Risk managers can look at sev- trophe exposures and how lt af- business for some tax advantages," dance routme
cure" rating categories of BBB to eral factors that rating agencies fects the marketplace said Mr Astwood The next Bermuda Insurance
AAA, with 14% in the AAA and examine to determine the strength The rating agency views cat ex- The tknrd-party business is often Symposium w111 be m February
AA categories and 49% carrying of their insurers, Mr Levin said posures as one of the most impor- related to the captive parent-for 1999 For more information, con-
ratings of A to BBB Those include quantitative factors tant factors in rating insurers, be- example, insurance coverage for tact Suzie McKeegan, Bermuda

The remainder are in lower rat- such as profitability, capital ade- hind their asbestos and environ- franchisees or extended warranty Insurance Symposium, The Whit-
ing categories quacy and loss reserves mental exposures, he said coverage, said Roger Gillett, senior held Buildmg 61 Front St, Haml-

However, even those companies "Loss reserves are the great lev- John L Ward, CEO of Ward Fi- vp at Johnson & Higgms (Bermu- ton, Bermuda 441-292-6386, fax.
in the "vulnerable" categories eler in the industry Companies nancial Group of Cincinnati, la) Ltd 441-292-6990

with less than BBB ratings are not need to be able to demonstrate moderated the session [al
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Perspective

Risk managers not the only customers
By Elise Famham

TX THO IS THE CUSTOMER?
V V This is a question I recently posed to a group of

risk managers and insurance/finance professionals.
They were attending a Risk & Insurance

Management Society Inc.-sponsored course in San
Diego on workers compensation management. The
group was varied and represented diverse industries.
Their experience level ranged from considerable to
new in the industry.

On the first day of the class, I asked them who they
thought their customer was. We were discussing
benchmarking and how to arrive at objective
performance indicators. To decide which performance
indicators to use, you must first decide who your
customer is and how that customer will perceive value
for the services you offer. They agreed with the "value-
added" equation, but there was some active discussion
about the definition of the customer. The final answer

was nearly unanimous. From a third-party
administrator's perspective, they thought the customer
was the risk manager, and secondarily-though just as
importantly-the local plant manager or local contact
for the TPA.

They did not think the employee or injured worker
was a customer, and their reasoning was as follows:
The risk manager's work in putting together a viable
program benefits the employee. Injured workers have
no choice but to participate in the program as selected
by the risk manager and, therefore, they cannot be
considered a customer, as they aren't a buyer.

Frankly, I was surprised and disappointed by this
answer. I had been giving it a lot of thought over the
past few months and had come to the conclusion that
the employee is indeed a customer. In fact, the
employee may be more important in terms of outcomes
than the risk manager.

Certainly, as the decisionmaker, the risk manager is

a primary customer, but he or she cannot be involved
in every aspect of the program on a day-to-day basis,
and, in fact, may have very little contact with the TPA
except on large or catastrophic losses.

On a very large program, it is difficult-perhaps
even impossible-for the risk manager to get to know
every adjuster, claims specialist, nurse or vocational
consultant who may be involved with claims
administration. The risk manager is a customer from a
purchasing standpoint, but not from point of service.

You may argue that plant managers or the local
contact for the TPA are the point-of-service customers.

But are they really? Do they get involved in every
claim? I would guess not. After all, they already have
jobs to do, and coordination with the TPA is only one
small part of that job. They are involved in reporting
new cases, coordinating return-to-work programs w>ith
the adjusters and consultants and answering questions
should an injured worker call with a query or problem.
Because most workers comp claims are handled
entirely by the TPA, contact on non-problematic cases
can be quite minimal. I'd venture to say the local plant
manager would prefer not to get involved in the claim
process and is content to leave claims activity to the
professionals whenever possible.

So, who is the customer? Who but the injured worker
sees every aspect of the claim process? Who but the
injured worker knows if actions and tasks are carried
out on a timely basis? Who but the injured worker
knows if the adjuster treats him or her with respect,
empathy and with a goal to return to work? Who but
the injured worker knows if the nurse coordinates
medical treatment for quick healing, questions the
doctors as to treatment methods and provides the
doctors with accurate work requirements? Isn't the
injured employee, then, the true point-of-service
customer?

In fact, this is the conclusion the RIMS group drew
the next day. We had had discussions about return-to-

work programs, Americans with Disabilities Act
issues, managed care and the claims administration
process during the course of that day and the morning
of the next. The discussion included everyone's
"secret" for managing outcomes.

These secrets included:

• Supervisor involvement is important to make
injured workers feel like they're part of the work team.

• Injured workers need to know that the objective is
to return them to work as soon as possible.

• Reported injuries increase at plants that have
morale problems.

• The adjuster/nurse/vocational consultant need to
establish a relationship of trust with the claimant.

• The adversarial relationship must be defused to
have the best outcomes.

• Attorney involvement is reduced if employees feel
they are being treated fairly.

• The best people to ask about workplace
modifications that may be necessary are the workers
themselves.

After listening to these comments, and after only one
"I told you so" from me, the opinion of the group
changed.

Give this some thought. To maximize the outcomes
of the program you have instituted, consider the
customer you serve. m

Elise Farnham is assistant up
for Crawford & Co. and assists in
the creation of new initiatives
with its business process man-
agement group. She is vp of the
National Assn. of Insurance
Women.

Futuristic book strategic, not tactical
"Future Perfect"

By Stan Davis

Published by Addison Wesley, 1 Jacob Way,
Reading, Mass. 01867; 617-944-3700
$24 hardcover

By Kevin M. Quinley

D EADY FOR THE FUTURE yet? With the year
112000 approaching and the coming of the new
millennium, expect to see more and more books on
futurology. When Stan Davis' first version of "Future
Perfect" was published 10 years ago, Tom Peters-
now a one-man industry himself-touted it as "the
book of the decade." Business leaders aside from Mr.

Peters were impressed by Mr. Davis' prescience and
were inspired by his advice for a rapidly changing
economy. Even if few risk managers at the time took
notice, the book, which illuminated a revolutionary
path to success, was an instant classic.

In an updated, 10th anniversary edition of "Future
Perfect," Mr. Davis addresses a new generation of
business leaders and risk managers who are weary of
the parade of buzzwords that make headlines and fade
before the ink is dry. Instead, Mr. Davis pursues a
radically different course. He applies timeless,
universal dimensions to the economy, using "time,"
"space" and "mass" to keep businesses competitive in
an ever-changing marketplace.

Ten years later, sporting a new introduction and
notes, the fundamental concepts of "Future Perfect"
have taken root. Further, its once-quirky phrases have
entered the mainstream business lexicon.

Mr. Davis is a former Harvard Business School

instructor who now consults with major corporations
about strategy, management and organization.

Books & Ideas

The book is not, nor does it intend to be, a practical
risk management guidebook. Risk managers won't
find anything in here that lets them knock 10% off
their next renewal premium. To many risk
practitioners, "Future Perfect" may seem abstract and
ethereal.

Sparkling creativity with a new frame of reference,
however, "Future Perfect" helps risk managers shift
their thinking in radical ways. Mr. Davis explains, for
example:

• How companies can learn to view impediments as
resources.

• How added value increasingly will flow from what
Mr. Davis calls "no matter" intangibles. Mr. Davis
sees the economy shifting from creating tangible
products-food, cars, houses-to intangible
products-investments-and services, such as personal
shoppers, health, education.

• Why organizations must merge the economic rules
of the marketplace with the social, psychological and
political rules of the workplace.

• How to customize the mass market. When Mr.

Davis coined the phrase "mass customization," few
managers understood it. Today, the concept sweeps
the globe as companies reinvent themselves in this
model.

For some risk managers, this may seem too
nebulous, and to them the author may seem to have
both feet planted firmly in the clouds.

Nevertheless, Mr. Davis is able to link abstract

truths to contemporary business applications. He
details the challenges many companies face. He offers

concrete examples to illustrate his points: how Federal
Express Corp. manages time, space and "no matter"
the same way that it manages people, technology and
capital. He traces how Fuji eclipsed Kodak in a highly
competitive market by viewing no-matter as a
resource. He illustrates how businesses fail because

they confuse economic reality with psychic mentality.
To thrive in today's emerging economy, Stan Davis

challenges risk managers-and all readers-to learn to
manage the consequences of events that have not yet
occurred, what he calls "managing in the future
perfect tense." Sounds like an apt definition of risk
management. Aspiring to teach readers to use the
fundamental dimensions of time, space and no-matter
as resources rather than roadblocks, "Future Perfect"
offers provocative strategies and models, just on the
cusp of the new millennium.

For insurance professionals rooted in the present
tense who are seeking a practical guidebook they can
put to use in the office starting Monday morning,
"Future Perfect" is not their book. For risk managers
seeking a "macro" view of business trends and
wanting to expand their horizons, however, "Future
Perfect" is a worthwhile investment of time. ial

Kevin M. Quintey is senior vp
of risk services for MEDMARC
Insurance Co. Inc. and sub-

sidiary Hamilton Resources
Corp., both of Fairfax, Va. He

holds the Chartered Property &
Casualty Underwriter and As-
sociate in Risk Management
designations.

-



Global Briefs

B.A.T Industries P.L.C. has

said that it and other tobacco

companies are willing to listen to
"any sensible proposals" for an
industrywide settlement of U.S.
legal actions brought against
them on behalf of smokers. In a

reversal of the group's previous
insistence that it would not set-

tle, B.A.T Chief Executive Mar-
tin Broughton said he and the
U.S. tobacco industry would
consider proposals from plain-
tiffs lawyers and state attorneys
general. . . .Bermuda-based
Sphere Drake Holdings Ltd. re-
ported 1996 net income of $26.5
million, sharply up from a $17.9
million net loss the company re-
ported in 1995. Sphem Drake at-
tributed the turnaround to an

ongoing strategic restructuring
to concentrate on lines offering a
better return, even though this
resulted in $8.6 million in re-

structuring costs last year and
$14.2 million of losses from dis-

continued marine insurance op-
erations... .Alexis Russet has

been appointed chairman of
Sorema, the reinsurance affiliate

of Paris-based Groupama, and
chief executive officer of Sorema

International, the reinsurance

holding company. Mr. Russet
currently serves as chairman
and chief executive officer of

France's state-owned reinsurer,
Caisse Centrale de Reassurance.

Groupama also has reorganized
the management of its reinsur-
ance arm, with Sorema Interna-
tional owning 100% of Sorema,
which in turn will own 100% of

Sorema (UK) and 90% of Sore-
ma North America....London-

based broker JIB Group P.L.C.
reported a 29% rise in its 1996
pretax profits to £27.5 million
($44.4 million) on operating rev-
enue, mainly from insurance and
reinsurance brokering, which
was up 10% at £198.4 million
($320.3 million)... .Insurer Terra

Nova (Bermuda) Holdings Ltd.
reported 1996 net income up
41.7% to $64.9 million on gross
premiums written, which were
19.3% higher at $361 million.
Aftertax operating income rose
45.5% to $57.2 million. The im-
provement reflected expanding
business and the added capital
resources developed over the
year....Specialist London-

based casualty insurer Union-
america Insurance Co. Ltd.,
which underwrites 86% of its

business in the United States,
achieved a 38% improvement in
1996 pretax profit to $32.5 mil-
lion. While the insurer's gross
written premium volume slipped
7.3% to $145.9 million, this was
partly attributed to attrition in
more competitive property busi-
ness....An Australian employ-
ment practices liability insur-
ance policy has been designed by
Brisbane-based Specialist Un-
derwriting Agencies Pty. Ltd.
and is underwritten by Sydney-
based Lumley General Insur-
ance Ltd. The EPL policy covers
claims arising from employees,
former employees and job appli-
cants' allegations of sexual or
racial discrimination, wrongful
termination or wrongful refusal
to employ, wrongful failure to
promote, defamation and inva-
sion of privacy. Employment
practices liability coverage cur-
rently is not widely available in
Australia.
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France hoping $3.46 billion
sets GAN on road to recovery

By MARIA KIELMAS

PARIS-France's $3.46 billion res-

cue package for insurer Groupe des
Assurances Nationales will recapital-
ize the company, guarantee against
future real estate losses and pave the
way for privatization sometime this
year.

The 20 billion franc bailout will

cover insurance losses arising from
GAN's aggressive prenlium-cutting
strategy to gain market share in the
1980s, as well as investment and lend-

ing losses from the ongoing slump in
the French real estate market. Ac-

Stress

rates

attention
By CAROLYN ALDRED

FERNHURST, England-
British employers increasing-
ly are recognizing stress as an
occupational hazard and tak-
ing steps to help employees
and protect the company
from the risk of lawsuits.

Fernhurst-based Zeneca

Agrochemicals, a'unit of the
international chemical com-

pany Zeneca P.L.C, formulat-
ed a workplace stress-man-
agement program last year.
According to Dr. Clive Camp-
bell, the unit's occupational
physician, the company had
been "aware of the impor-
tance of dealing with work-
place stress for some time."

A company survey found
that 19% of responding em-
ployees expressed some form
of depression or anxiety.
Since then, the company has
introduced workplace coun-
selors and implemented
stress-awareness training,
said Dr. Campbell.

The company decided to
turn its stress management
awareness into an actual pro-
gram after indications that its
insurance company was be-
coming more concerned with
occupational stress, said Dr.
Campbell.

"We received a general
memo saying what we should
and shouldn't do about get-
ting sued," he said.

Dr. Campbell thinks a
high-profile court case in
which a social worker sue-

cessfully sued his employer
for compensation as a result
of work-related stress (BI,
Dec. 5, 1994), as well as in-
creased awareness of stress,

had prompted the insurer's
concern.

Statutory liability for

workplace stress, both civil
and criminal, has increased

over past few years with the
Management of Health and
Safety at Work regulations
and legislation on unfair dis-
missal and discrimination.

Partly as a result of the
See Zeneca on nezt page

cording to French Finance Minister
Jean Arthuis, GAN has accumulated
losses from its insurance activities and

from real estate amounting to 35 bil-
lion francs ($6.06 billion) since 1992.

Receipts from the future privatiza-
tion will return to the French govern-
ment in repayment for the recapital-
ization expenditure. But insurance
market analysts are unsure at the mo-
ment if the company will be sold for
as much as 20 billion francs.

If the selling price is less, "the dif-
ference will be met by the taxpayer,"
says Jean-Christian Huard, insurance
analyst at Paris-based stockbroker

Societe Generale Equities & Deriva-
tives.

The rescue plan has to be approved
by the French Parliament and the Eu-
ropean Commission in Brussels, Bel-
gium. E.C. sources say they cannot
comment on the situation until they
receive the full details of the new

GAN bailout plan. Meanwhile, dis-
cussions with government officials
and financiers will get under way.

The French government recapital-
ized GAN with 2.5 billion francs

($432.5 million) in 1995, a rescue

which also required the approval of
the European Commission. The Euro-

pean Commission formally approved
that recapitalization in September
1996. The current GAN rescue pack-
age is the second-largest bailout of a
French financial institution in two

years. The bank Credit Lyonnais has
received two state-backed rescue

packages totaling about 50 billion
francs ($8.65 billion).

Just as the government announced
its plans to recapitalize GAN, the
company announced a restructuring
plan which separates its insurance ac-
tivities from its real estate and invest-

ment divisions. This means that

See GAN on next page

Pension privatization proposed
U.K. government mulls an overhaul of state pension plans

By EDWIN UNSWORTH

LONDON-Business and pen-
sions groups widely welcome U.K.
proposals to privatize the state
pension system, though employers
are concerned about the extra

costs they may face.
In a surprise move last Wednes-

day, Prime Minister John Major

disclosed that anyone beginning
work once the proposals become
law will not receive a state pen-
sion but instead will have to take

out a personal pension.
However, the state will adjust

private pension contributions for
the lower-paid to ensure they re-
ceive at least the equivalent of the
basic state pension entitlement.

The proposals will not affect
those currently working. On re-
tirement they will continue to be
paid a basic state pension as well
as payments from the existing
state earnings-related pension

schemes, or SERPS.

The proposals are aimed at en-
abling the state, over a genera-
tion, to switch the financing of
state pensions to savings and in-
vestment, funded from reductions
in national insurance contribu-

The pension proposals
are likely to cost
employers in terms of
the extra administrative

work involved.

tions, rather than higher taxes. It
will cut public spending by about
£40 billion ($64.57 billion) a year.

Social Security Secretary Peter
Lilley said the average person
should be able to build up a fund
of £130,000 ($209,859), enough to

provide a weekly pension of £175
($282.50) at present prices, com-
pared with the current single per-
son's weekly pension of £61.15
($98.72) and a married couple's
£97.75 ($157.80).

Under the proposals. new en-
trants to the workforce would re-

ceive a rebate of around £9 a week

on their National Insurance con-
tributions which would have to be

invested in their own pension
fund.

While they would not be enti-
tled to SERPS, they would receive
a 5% rebate on earnings to fi-
nance a second tier earnings-re-
lated pension. While the proposed
changes will present extra busi-
ness opportunities for private
pensions providers, they are likely
to cost employers in terms of the
extra administrative work in-

volved. For existing employees,
pension contributions will remain

See SERPS on next page

Hike in U.K. property claims
blamed on bad weather

By EDWIN UNSWORTH

LONDON-Bad weather at

the start of last year was the ma-
jor factor in U.K. insurers paying
out 17% more in property claims
in 1996 than in 1995.

However, property insurers
can draw some solace from the
fact that severe winter weather

at the end of last month appears
unlikely to raise the number of
claims above normal levels for

this time of year.

Insurance companies paid out
more than £2.70 billion ($4.37
billion) in property claims in
1996, compared with some £2.25
billion ($3.64 billion) in 1995, ac-

cording to figures from the Assn.
of British Insurers.

Mark Boleat, ABI director gen-
eral, said a 19% increase last

year in domestic property claims,
reflecting increased fire- and
weather-related payments, is a
"worrying" figure. He warned
that this would lead to pressure
from underwriters for premium
rate increases.

The main contribution to the

increase came from a more than

doubling of weather-related
claims to £727 million ($1.18 bil-
lion) from £361 million in 1995
($583.8 million), mainly because
of the severe winter weather at
the end of 1995 and the start of

1996. Of these claims, weather-
related commercial property
claims rose 115% to £202 million

($326.7 million).
However, insurance companies

got something of a reprieve this
winter after the February gales,
which received a high profile be-
cause they caused 11 deaths in
traffic accidents, turned out to
have less effect on property than
expected.

A spokeswoman for the ABI
said of the anticipated level of
claims, "I don't think its going to
be too much more than normal"

for that time of year. She credit-
ed a publicity campaign under-
taken by insurers after the last
severe storms to inform property
owners on how to prepare for
bad weather.

The Chartered Institute of

Loss Adjusters said a survey of

its members revealed only a
slight increase in the number of
claims as a result of the February
storms and that most of these

were for relatively minor dam-
age, such as roof tiles shifted out
of place.

The ABI's property claims fig-
ures for 1996 show theft claims

actually fell 3% last year to £745
million ($1.20 billion). This made
it the fifth consecutive year the
total number and value of theft

claims decreased, though the av-
erage claim size has been rising
over the same period.

Claims from fire damage rose
3% to £717 million ($1.16 billion)
in 1996, with both commercial
and residential claims showing
small increases.

Business interruption pay-
ments rose 18% last year to £206
million ($333.2 million), with
claims arising from weather
damage more than doubling to
£27 million ($43.7 million).

Subsidence claims increased

by £5 million ($8.1 million) in
1996 to £331 million ($535.3 mil-
lion).
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GAN age did not come as any surpnse to m- past managements (of GAN) underes- 1996,"she said GAN wlll publishits the real estate losses The Insurance
surance market analysts, even though timated the potential losses They year-,end results for 1996 in late Apnl division GAN S A wall maintain a
in publle statements GAN manage- wanted to have a smooth manage- 48% share in CIC The 10-year agree-

Continued from previous page ment has never quoted loss figures as ment of the situation " said Mr ment between GAN and CIC for the

pollcyholders w11 not be affected by large as 20 bllhon francs ($346 bil- Huard Company management, bank to sell GAN insurance products,
any further deterioration m reai es- hon) Mr Arthuis said that the re- A GAN spokeswoman said that the signed in 1995, wall remam
tate-related losses and all insurance sponsibility for this loss is shared by previous chairman of the company, insurance regulators and The GAN spokeswoman said that it

claims wlll be met m full, a company the company's management, the in- Jean-Jacques Bonnaud, had request- Ihe French government is still unclear how the company
spokeswoman said The company said surance Industry regulators, and the ed a state-backed cash Injection of 10 would be pnvatized, whether sold as
in a statement that it has changed its French government, which owns bilhon francs ($1 73 bimon) last Octo- are responsible for this a whole or whether separate sales
accounting procedures, a move that EO 4% of thecompany ber but was turned down (BI, Dec 23, loss, Jean Arltluis says. would be held for each division

will give a clearer picture of its h- Some msurance market analysts 1996) At the time, the government The future of GAN's foreign opera-
nances wonder whether there lS more bad wanted to pnvatize GAN's retail tions Is equally unclear This is up to

The size of the GAN bailout pack- news on the horizon "I guess that the banlfing Affiliate, Credit Industnel et the government to decide, she said
Commercial Mr Bonnaud objected to •The state w111 commit to cover Mr Huard speculated that French
this, claiming that the sale of CIC losses amountmg to 9 billion francs msurers would not be interested in the
would undermine the asset value of ($1 56 bilhon) incurred by the GAN whole of GAN's business, which rep-
GAN unless the state stepped in to holding company for loans made by resents a 5% shareof thetotallife and

UNITED STATES BANKRUPTCY COURT compensate Baticredit-Finance, the defeasance non-life market For example, Assur-
FOR THE SOUTHERN DISTRICT OF NEW PORK The privatization of CIC was called structure-a program set up m 1995 ances Generales de France has been
IN RE off for lack of abgh enough bidder to group and sell GAN's underper- speculated to be a potential bidder for

Mr Bonnaud was dismissed by Fi- formmg real estate assets GAN But AGF's core business is m
Petition of Gareth Howard Hughes, Nigel CASE NO 94-8 41329 (CB)
James Hamilton and Jacqueline Barbara

nance Minister Arthuis over the CIC In addition, the state has pledged to transport, credit, health and mdustri-
Stephenson, as Joint Provisional Liquidators disagreement enable the GAN holding company to al insurance lines, which does not cor-
of Municipal General Insurance Limited The French government's rescue sattsfy all possible future equity needs respond with GAN's portfoho An
Debtor In Foreign Proceedings package proposes a two-part plan of UIC AGF spokesman said he did not know

• An 11 bilhon franc ($1 90 bilhon) Under the restructunng plan, whether the company is currently m-PRELIMINARY INJUNCTION ORCEA
cash mjection in 1997 to recapitalize GAN's insurance, real estate and terested in (JAN

This matter has come before the Court on the above et tioners' request for a Preliminary Injunction the real estate lender Umon Indus- banlang divisions unll be separated Mr Huard said French Insurers
Order pursuant to Bankruptcy Rule 7065 anc Fede al Fule of Civil Procedure 65(b) The Court 'a) has
considered and reviewed the Petmon filed In thts case, the Affidavit of Ronald DeKoven, Petmoners' for tnelle du Crecht The sum vnll also be completely The holdmg company wlll may want to invest in the company to
mer counsel, the Declaration of Gabnel Moss, QC, tie Declaration of Gareth Howard Hughes, the directed to "gwe the group's insur- be named Societe Generale du GAN prevent takeover by a foreign buyer
Nfldavits of Jacqueline Barbara Stephenson, one of the Petitioners herein, and the Memorandum of Law ance companies a proper financial This w,11 have three divisions But the markets are st:111 confused
In Support of the application, and any respcnses filed tfereto, and,b) the Court has further considered
and reviewed the limited Objection of Mtchigan Munli,pal Risk Management Authority to Continuation of structure with respect to statutory re- • Insurance under the subsidiary about the company's value "It is not
Preliminary injunction Order dated November 17,1996 the Supplement to Limited Objection of Mchigan quirements," a GAN statement said GANSA clear what is a fair value for the
Municipal Risk Management Authority to Ccntinuation of Pretiminarv Injunction Order dated January 30, A company spokeswoman said she • Retail banking under Compagme stock," he said
1996 and all other pleadings or other materials filed or submitted in this case and the Court has held

dild not know if this meant that GAN's Financiere de CIC et de l'Union Eu- As a result of the state support,hearings and heard arguments by counsel on the 29th day of March 1994 the 27th day of July, 1994,
the 8th day of December, 1994, the 11 th day ot April, 1995, the 31 st day of January, 1996 and the 31 st hfe and non-llfe compames are under- ropeenne the GAN group's consohdated loss-
day of January, 1997, and based on the foregoing, tre Court finds and concludes as follows reserved "If the technical reserves are • UIC and the defeasance structure es for 1996 should amount to 5 bil-

1 Petitioners have demonstrated a substantial like Inood of success or have raised serious ques
not sufficient, they mil be Increased Thus the insurance business and the lion francs ($865 million), the com-lions on the merits of the contentions that (aj Municipal General Insurance Limited ('MG[") is subject to

loreign proceedings"within the meaning of Sections 101(20 and 3£4(a) of the United States Ban<ruptcy at the end of the (accounting year) retail bank CIC w111 not be exposed to pany said ial
Code (the 'Bankruptcy Code"),11USC §§101 et *29 (b, Petitiorers are the foreign representatives"
of MGI within the meaning of Sections 101(24) and 314(a) of the Bankruptcy Code, (c) (t) the com-
mencement or continuation of any judicial, administrative or regulatory action or proceeding against MGI,
any of its property in the United States or any pro=eeds thereof, (11) the enforcement of any judicial,
administrative or regulatory judgment, assessment cr o ce, and the commencement or continuation of
any judicial, administrative or regulatory action or prieedings to create, perfect or enforce any lien set

Zeneca personal, such as bereavement or fi- provision of trainmg and support
nancial or health problems As a result of the company's mea-

off or other claim against MGI, any of its property in he United States, or any proceeds thereof, and (111) Under the program, managers are sures, "a lot of people have felt able to
the drawing down of any letters of credit established by MG' In excess of what ts expressly authonzed by Continued hom premous page responsible for good communication, talk over issues, and a lot of people
the terms of the contracts and any related trust or other agreements pursuant to which such letters of

insurer's interest, Dr Campbell re- proper training and development of have benefited substantially," said Drcredit have been established should be eniolned pursuant to Section 304(b) of the Bankruptcy Code to
permit the expeditious and economical adninlstration cf tie foreign estate in the pending proceedings ceived full management cooperation staff, effectivetlmemanagement and Campbell
brought under foreign law (except as Othe-wise expressly provided In the decretal paragraphs 01 this for implementing a stress program the ablhty to detect early signs of Also, the introduction of stress
Order) and (d) the relief provided herein w Il not caise hardships to parties that are not outweighed by
the benefits The program is, however, confined to stress training throughout the company

2 Unless an injunction is issued it apfears b 1115 Court that one or more parties in interest will the U K subsidiary, as continental The employee's role is to help in "sent out a very important message
transfer, relinquish or dispose of assets of rAGI in the United States or proceeds thereof commence or Eumpeans "don't perceive stress to be early detection of stress in colleagues that we are interested in everyone and
continue the prosecution of judicial, administrative or regulatory actions against MGI, its assets, or pro

a problem" and its U S -based compa- and to provide support, discuss stress- stress was not deemed as Just aceeds thereof or draw upon letters of credit establisned by MGI In excess of the amount to which such

parties are contractually entitled, thereby Interfering with, ald causing harm to. the Petitioners' ellorts to ny 'talks about menta. illness, not related issues with managers or other province of senior management," he
administer the MGI estate pursuant to the foreign prxeedings, and that, as a result the Petmorers will stress," explained Dr Campbell staff and to recogntze the employee's notedsuffer immediate and irreparable injury for which they Mil rave no adequate remedy at law (except that
the authority granted by this Court to contmle certall litigation only ES set forth In the decretal paragraphs The company runs two programs, own job-training needs Dr Campbell thinks stress is In-
below will not cause such harm) one aimed at factory workers and op- Occupational health staff members creasing as the pace of life, in and out

3 Unless the injunction (10 the extent Frovided telew) is issued Petitioners will be unable to acquire
sufficient information about pending and potential litigatio ·is against, and U S assets of MGI to properly erators and the other at executives are responsible for providing expert of work, becomes faster As a result,
protect the interests of MGI in the United States, resulting Ir the furtner depletion of MGI s limited assets Overall, the programs include instruc- advice on stress management and re- more companies are facmg the fact

4 The interest of the public will be served by t-ws Court's grant of the relief provided herein tional sessions and written materials ferrals to speciallzed agencies if re- that some of their employees will suf-
5 Venue IS proper in this district pursialt to 23 USC § 1410

that attempt to teach employees how quired fer stress at one time or another,NOW, THEREFORE, IT IS

ORDERED that all persons (except as provided in the New Yo k Superintendent Order) are hereby to recognize stress and how it is pre- Human resource staff members, whether work-related or not
enjoined and restrained from vented and treated Counsding is of- meanwhile, are responsible for appro- "A lot of comparnes, particularly big

(1) transferring, relinquishing or disposing of any groferty of MGI in the United States, or any pro
ceeds thereof, to any persons or entities other than Pelittoners, fered to all employees, whether the prlate Job selection with input from companies, are developing stress poh-

(2) commencing or continuing any judilal, admints rat ve or regulatory action or proceeding against cause of the stress is work-related or the occupational health staff, and (nes to manage stress," he said 111
MGI any of its property in the United States of any prcceeds thereof,

(3) enforcing any judiclat, administrative or regulatory judgment, assessment or order or com
mencing or continuing any act or any judic al, adm nistrative or regulatory action or proceeding, to cre
ate, perfect or enforce any lien, set off or other cim, against MGI, any of Its property in the United Mark Boleat, director general of er, it said, "There is a strong prima
States, or any proceeds thereof, and

(4) drawing down any letters of cred,t established by MGI In excess of what :s expressly authorized
SERPS the Assn of British Insurers, said in facie case that some sort of compul-

by the terms of the contracts and any related tr Jst or other agreements pursuant to which such letters of a statement that while the proposals sory defined contribution scheme
credit have been established, and 11 Is further Conttnued from premouspage appear to have "considerable mer- will be part of the solution "

ORDERED that nothing En this Pretiminary Inlinction Order shall in any respect prevent the contin tax-free and pensions wlll be taxed, lt," they leave many Important is- The government has been accuseduance or commencement of proceedings agairst or invol,ing other London Market insurers or any other
insurance company defendant, and it ts further while for new employees, contribu- sues unresolved He, too, was wor- by opposition politicians of lifting

ORDERED that, pursuant to Bankruptcy Rule 7065, the securily provisions of Fed R Clv P 65(c) be, lions will be taxed income, but pen- ried about the "administrative com- elements of ltS proposals from the
and the same hereby are, waived, and it Is firtier sions wlll not plenty" and the tax imphcations Labour Party, which has proposedORDERED that, notwithstanding any other term of tls Order, the action entitled Michioan Munic:Dal
Risk Manaaement Authontv v Municipal General Insuraice Comoanv, Wayne County Circuit Colrt Case A spokeswoman for the National The ABI said many important ques- shifting some of the state pension
No 94 400330 CK, ls permitted to proceec, but this prowsion shal not be construed to permit enforce Assn of Pension Funds said operat- tions remain, including whether the role to the pnvate sector
ment of any judgment obtained by Michigan Munkipal Risk Management Authority ('MMRMA') in the
immediately above referenced Michigan acton against AIGI or any of MGI s property located in the United Ing two fundamentally dEferent tax government would promise not to However, Mr Major said the me:-
States, and it is further regimes simultaneously will be ad- tax benefits on retirement in the fu- sures are aimed at averting a Crisis

ORDERED that this Order shall be served (A) by hanc delivery or U S mail, first class postage pre ministratively complex and costly ture Taxing contributions might in the middle of the next century,
paid, on or before February 21,1997 upon he oarties in interest appearing in this case (or their counsel,

for employers also reduce incentives to save mon- when there will be too few peoplewhere known), (B) by publication of a sunmary of this Crder in Business Insurance Macazlne on or
before March 21 1997, and that service pursuant to this iaragraph shall be deemed good and sufficient Secondly, she said, the £9 ($14 50) ey via a pension fund, Mr Boleat working to fund state pensions for
service and adequate notice, and It is further a week rebates the government wlll warned the growmg number of retireesORDERED that the time to answer or move with respect to the Petition Is extended Sttle diE, burt that

parties wishing to move for modification of or relief froint·lis Preliminary Injunction Order or otherwise give each new employee in order to The Institute of Directors, which The Conservative government has
may do so in accordance with the schedule set 'orM ty the Court herein and in any subsequent ensure a personal pension paying at represents more than 45,000 senior been trying for more than a decade
Scheduling Order entered by the Court m h s case, orovided, however, that, notwithstanding any other least as much as the basic state pen- company directors and recently rec- to reduce the state's role in provid-provision of this Order MMRMA shall have tie right to a hearing on a motion to this Court for modifica
lion of or relief from thus Preliminary Injuncicn Order on en (10) days' notice to the MGI attorney speci sion are hkely to have to go into a ommended a system of compulsory ing pensions In 1986, it gave em-
fled tri the last decretal paragraph hereof, anj t is further separate plan For employers offer- pensions, hailed the proposals as "a ployees the Inght to opt out of

ORDERED that this injunction shall renan In effect pending further order of the Court after a hear
Ing to consider whetherthe injunction shallbe continued which hearing is scheduled to be held n Room ing a final salary pension plan, this step in the right direction " SERPS by allowing equivalent con-
601 of the Alexander Hamilton Custom House, One Bow irg Green New York, New York on January 30, means they wlll have to operate the Tim Melvdle-Ross, IOD director tributions to go instead Into their
1998 at 200 pm,and it is further two alongside each other This too general, said he welcomed the rela- personal pensions

ORDERED that all papers submitted for the purpose j controverting the Petition or opposing con
tinuation of the relief provided for in this Preliminary Inj inction Order shall be filed with the Court with a will be "more costly and extremely tively low contribution level, the The latest proposals cannot be
copy to Chambers and delivered by overright mail or so as to be received by Peabody & Arnold. 50 complex" for employers, she added system of rebates and help for low passed until after the spnng general
Rowes Wharf, Boston, MA 02110 (attention Deberal- S Griffin or Wilham M Cowan) Attorneys for NAPF Chairman Tim Ross, while earners He added that proposals election If Mr Major's Conservative
Petitioners, on or before January 14,1998 al 5 00 pm

otherwise welcoming the proposals, along these lines are needed, given Party retains power, it w111 issue a
Dated New York New York said they need to give more encour- an aging U K population and the discussion paper allowing all mter-

January 31, 1997
CORNELIUS BLACKSHEAR agement to employers to set up com- need to control state social security ested parties to comment on the pro-

United States Bankruptcy Judge pany pension plans, which are "al- spendmg posals
ready a proven vehicle for funded The U K employers' group, the Reforms along similar lines have

'Petttioners' request for relief, and the terms if this Order, are subject to the provisions of any temporary second-tier pension arrangements," Confederation of Bntish Industry, is already taken place or are planned inrestraining order or order of conservation ootalned by rte New York Supenntendent of Insurance (the
"New York Superintendent Order") and that employees sho ild be re- expected to complete a review of the Chile, Mexico and a number of other

quired to Join these plans pension provision this fall Howev- Latm American countries lel
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Allianz posts year-end profit,
Ruling may increaseplans expansion of coverage

MUNICH, Germany-Allianz meI·cial property rates-they were clmed to comment on the extent of German D&0 liability
A G Holding's commercial property raised m some cases and lowered in rate reductions for buyers
busmess turned a profit in 1996, and others-and mtroduced stricter crl- German insurers last year an- KARLSRUHE, Germany-A other debts flrst and then go
the company plans to introduce new teria for risk evaliation The nounced they would cut property recent German Supreme Court bankrupt, employers are hable
products and expanded coverage for changes affected 4,300 clients, rates in an effort to keep more Ger- ruling on employers' benefit for damages and may face Crtrnl-
the more selective business it writes which altered their pollcies as a re- man business in the domestic msur- obligations may increase Ger- nal charges

Despite a prermum volume drop sult, Mr Illner said ance market (BI, Sept 23, 1996) man compames' directors and In 1993, a managing director
of 11% to 652 million DM ($380 4 The changes were made at year- Allianz also will introduce a new officers liability exposure, legal of a falling company, which was
milhon), Alhanz posted a profit of 70 end renewals, other pollcies wlll also all-nsk product to commercial buy- experts say not identihed in the case, used

milhon DM ($40 8 milhon) last year be changed when they come up for ers The "building-block system" The court ruled last week that 17 milhon DM ($991,780) of
compared with a loss of 100 million renewal wul allow each company to put to- employers m financial trouble company funds to pay corporate
DM ($58 3 milhon) in 1995 Commercial property rates for the gether coverage it needs under one must make provisions for pay- debts without reserving for fur-

Manfred Illner, a member of Al- remamder of its 13,000 Industrial policy, Mr Illner said Endorse- ment of social insurance premi- ther payment of social insurance
lianz's executive board, attributes clients wnll be changed m 1997 to ments wlll be available on all-nsk ums-including health msur- premiums
the shift to selective underwntmg continue to benefit companies that pohcies that wlll let companies cus- ance, pension benehts, workers On the due date for the social

"The drop in volume is partly due implement high risk management tomlze insurance as their needs compensation benefits, unem- msurance premiums, the compa-
to the soft market, but more than standards change ployment benefits and long-term ny paid employees their net
half of the reduction came from our Changes wlll take place beginning On another front, he said mdustn- nursing care benefits-before wages but could not pay the pre-
givmg up unprofitable business," he with midyear renewals al casualty busmess brought Alhanz any other debts Failure to do so miums
said, referring to commercial prop- As of Apnl 1, Alhanz plans to ex- a shght underwntmg loss but a 3% could result m liability and crim- When the company filed for

erty and casualty business, especial- pand coverage hmits within "certam increase of premium volume to 324 mal charges for company offi- bankruptcy, the German sick-
ly for compames unwdling to adjust bounds," Mr Illner said, declining to milhon DM ($189 million) cials ness fund Allgememe Ortskra-

their risk management to meet Al- elaborate Coverage wlll be extend- Mr Illner expects an end to the In its ruling, the Bundes- nkenkasse sued the manager for
ham'new, stneter cntena ed to Include cleanup costs and oth- soft market relatively soon, despite gerichtshof in Karlsruhe, Ger- damages

Alhanz has a 164% market share er employee property losses, he said growing capacity in the reinsurance many, found that employers Legal experts say the decision

of the commercial property insur- An example is employee cars dam- industry "It lust can't continue to must make capital provlsions to sets a precedent that likely wll
ance sector in Germany, down from aged by emissions drop," he says "In every sector, we ensure that payments for social increase the demand for direc-
17 1% m 1995, reflectmg business While such coverage was available can expect some consolldation" in insurance premiums for employ- tors and officers hability insur-
lost to non-German Insurers in the past, it required a separate pricing ees have prionty over other ance m Germany

Last year, Alhanz revised its com- policy and premium Mr Illner de- -By Don Lewts Kirk debts Should employers pay -By Don Lewls Kirk

Protection
techon Board has collected £340 mil- "From the general U K insurance who represented some of the plaintiffs the risk or commitment is situated,"
hon ($5487 milhon) m levies from mdustry perspective, they wlll be dis- m the Lords' decision noted Mr Spiller "For example, if an
British insurers and has paid out£203 appointed because partnerships re- Mr Enock thinks it'S a "shame" mternational accountancy firm is m-

Continued from page 2 milhon ($3276 milhon), said Derek main protected," said Andrew that the government has decided to structed to conduct worldwide due
the process of readings and committee Wnght, secretary to the board Most Wilkinson, partner in the msurance change the law "It is a reaction to an dihgence for a merger, where lS the
stages in the Commons and House of of the funds are paid to poheyholders group of London-based law firm Chf- exceptional circumstance-the col- risk or commitment situated?"
Lords with virtually no opposition of the KWELM companies, which un- ford Chance "There was a lot of lob- lapse of Weavers Will it be repeat- It is a novel idea to offer protection
The bill is expected to clear the last derwrote on the Weavers stamp bymg that went on to remove them ed? Who knows?" for msolvent msurers based on the 10-

hurdles m the House of Lords in the British insurers always have main- (from protection), but the protection "U S situs risks are no longer pro- cation of the risk, especially when the
very near future tamed that the Pohcyholders Protee- remams" tected," which is a plus for the U K act offered protection based on the 10-

Whether the amendments m the bill bon Act was designed to protect UK- However, the bill does redefme the insurance market since these were the cation of the insurer, added Mr

have shut some doors but opened oth- based Individuals who bought pohcies "boundanes ofprotection" to exclude more "gnevous" claims, said Mr Enock The act as it stands "made
ers through which North American m the United Kmgdom nsks and "commitments" outside the Wdlanson sense to me But to go out looking at
professionals could quallfy for recov- However, m the 1993 decision in European Economic Area, the Isle of Rules for deterrnmmg the location where the nsk and the pollcyholderis
ery remains to be seen Scher vs the Pollcyholders Protectzon Man and the Channel Islands, accord- of nsks and commitments are incor- located doesn't to us make sense "

Bntish msurers have been seeking Board, the House of Lords ruled that ing to an explanatory memorandum pointed in the amendments to the act, The amendments also change the

amendments to the Pollcyholders a "U K pollcy" as deflned by the act to the Pohcyholders Protection Bill said Mr Spiller A property rlsk wlll way relevant Insurance companies
Protection Act since a 1993 House of was one that was issued by an autho- The EEA consists prmcipally of Eu- be located where the property is situ- pay levies K order to fund any losses
Lords decision required the Pohcy- med insurer m the United Kingdom, ropean Union member states, Norway ated, and an auto nsk will be located to be paid by the Pohcyholders Pro-
holders Protection Board-adminis- regardless of where the obhgatton un- and Switzerland where the vehicle is registered, for ex- teelion Board
tered fund to pay 90% of professional derthe pohcy is located The new law, therefore, would ample The maximum annual levy on in-
hability losses of North American The Lords also ruled that a "U K now protect pohcyholders on the ba- In other cases, the risk or commit- surance companies wlll be no more
doctors, lawyers, accountants and pollcyholder" as defined under the act sis of the location of the rlsk or com- ment is deemed to be located where than 0 8% of gross non-life premium
other individual professionals insured Included partnerships, provided that mitment," Richard Spiller, partner an individual has his habitual resi- income instead of the current 1%
by the defunct H S Weavers (Under- none of the individual partners is m- with law firm D J Freeman, stated in dence or where the nsk or commit- on net premium income "This
wntmg) Agencies Ltd (BI, Nov 29, corporated a recent m-house newsletter ment is situated at the date the pollcy change could adversely affect msur-
1993) The amendments to the Pohcyhold- The mtenbon is to "exclude primar- comes Into effect ers with significant reinsurance pro-

An annual levy of up to 1% of net ers Protection Act m the latest bill ily North Amencan pohcyholders "In the case of international com- tection, such as smaller Insurers and

non-life premium mcome finances the would not affect the protection of from future protection," said Roger mercial nsks, there may be difficulty London market companies," said
fund To date, the Pokyholders Pro- partnerships Enock, a Freshhelds law finn partner m some cases m determining where Mr Spiller

Resure Resure's msolvency heightened the the bill goes far enough Most of Resure's claims stem from celed effective 12 01 a m March 30,
exchange's concern with the pending Regulators want to subject syndi- contractors' legal hability coverage a unless it expires or is terminated ear-
legislatlve bill, which "is gomg to give cates to greater solvency standards managing general agent wrote in her

Continued from page 3 the Ilhnois (Insurance) Department a and greater departmental authonty, Callforma from 1990 to 1994, said Resum participates m the IE's $35
he said more specific, direct role pertaining said Chief Deputy Director Arnold L syndicate President and Treasurer milhon guaranty fund, which is de-

Since the IE began, about 18 IIE to the financial solvency of the ex- Dutcher However, he declmed to Wolfgang D Daniel signed to provide up to $300,000 per
syndicates wrote more than $2 5 bil- isting and future syndicates of the ex- discuss specifies because of the ongo- Apphcation of the continuous tng- claimant with an aggregate cap of
hon m gross written premium, m- change," said James E Tait, IE pres- ing negotlations ger theory of liability coverage to $15 milhon per insolvency to cover t
cludlng a record $294 7 mdlion m ident and chief executive ofhcer Those negotiations are expected to bulldmg defect cases has created a pohcyholder claims
1994 The eight-page bill sponsored by end soon so the Senate's Insurance maiorheadache and substantial legal "However, due to the number and 

Over the years, several of those Sen Robert Madigan, R-Lincoln, re- and Pensions Committee can review defense hablhty for the syndicate, complexity of claims agamst Resure, 1
syndicates have combined or with- quires state insurance regulators to an updated version of the bill before Mr Daniel said (BI, Feb 10) The it is not known when or to what de-
drawn, with the most recent with- regularly examine the I[E's financial the March 14 deadlme for senate contmuous tngger theory, which the gree those funds wall be available,"
drawals Transco Syndicate #1 Ltd records, to impose stricter financial committees to report bills California Supreme Court let stand said Richard Darlmg, chief operatnng
and First Mercury Syndicate Inc reportmg requirements and to reject Resure Syndicate, a wholly owned m 1995, stems from the case of Mon- officer of the department's Office of
Comprehensive Ensurers Market any new or modihed IIE operatmg subsidiary of Talon Re Holdmgs Inc, trose Chemical Colp of Amenca us Special Deputy
Syndicate Inc is htlgatmg over with- rules that regulators consider threat- a Nevada holdmg company based in Admirat Insurance Co In that ease, The two pnor syndicate insolven-
drawal arrangements Now, the ening to pollcyholders Las Vegas, reported m its most recent an appellate court ruled that a poh- cies are expected to partially dram
number of syndicates actively writ- However, the bill proposes that ME annual statement that it wrote $13 cyholder facing pollution-related that fund, although officials have not
mg nsks is down to a handful rules adopted before the bill's pro- milhon m gross premium in 1995, claims cantapall ofits CGL pohcies yet decided whether to exercise an

In addition, the IIE's latest finan- posed Jan 1,1998, effective date w11 malong it the sixth-largest of 10 syn- from the time pollution begms until option under exchange rules that
cial figures show syndicates wrote be considered approved. dicates then on the exchange (BI, the habihty is known would combine them under a smgle
$89 mllhon m gross premiums "We belleve, at this state, that the Sept 16,1996) However, Resure had The syndicate recently asked Ith- $15 milhon cap, according to IIE
through the third quarter of 1996, bill wll be, m most respects, non- not been actively wntlng new bum- nols regulators for protection from President Mr Tait That option
compared with $108 milhon for the controversial and Will be viewed as ness since December 1996 lawsuits that would have consumed would allow two insolvencies that oc-

same period a year earher being in the best interest of all the When the Insurance Department assets for legal fees rather than the cur within a short span of time to be
The latest syndicate hquidation parties that are impacted by it," the stepped m, Resure had $22 milhon in runoff of valid claims, but the depart- considered as one

was ordered Feb 27 by a Cook Coun- I[E's Mr Tait said unpaid claims and loss adjustment ment considered that plan unwork- However, the hquidator has not
ty Ctcult Court judge, who found However, exchange ofhcials have expense and did not meet the ME's able, he said taken a position on whether it is ap-
Resure Syndicate Inc msolvent by at some more tallang to do to fully con- minimum solvency margin of $35 The Ilhnois hquidator wlll notify propnate to combine those insolven-
least $35 million (BI, March 3) vince state Insurance regulators that milhon pohcyholders that coverage is can- cies, Mr Darling said

--
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- The Professional Marketplace
REQUEST FOR PROPOSALS REQUEST FOR PROPOSALS

NEW YORK CITY
HOUSING AUTHORITY

PUBLIC NOTICE d

-INVITATION FOR BID-

Primary/Excess General Liability Insurance 
The New York City Housing Aihorit, (7WCHA-) requests Proposals i
from qualified INSURANCE CARRIERS for Primary/Excess General 

s , Liability Insurance coverages. 4
Coverages are m become effecti,e Jun 1.1997.

 Proposals shall be made in the format included in the Invitdon For 
1 ..1 Bidpacketcontaininginstrucdons, specilications, and detailed sub- 

mission requirements. Packets mayon)i be obtained by calling ,4
NYCHAs Insurance Consultant Sedgwick James,Inc. 1285 Avenue 1 1
of the Americas,37th Roor, New York,NY 10011*(212)8304189. In N

ordertobeeligible, completed bidproposalsmusthenceivedby {i
410PMonA,414,1997.

All inquiries for additional information regarding the lnvitation For Bid ' 3

,ESSI aretobedirectedinwriting,to RobeaMannVicepresidenl H
*fky* Sedgwick Jame4 Inc., atthe aforementioned address/phone. 1

NYCHA IS NOT SOUCInNG QUOTES FROM BROKERS *
Rudolph W. Giuliani, Mayor

Rub6n Franco, Chair 0,

3**ilili.fwfisejljkro//.-
Business Insurance Online!

www.businessinsurance.com

To place your classified ad online call 312-649-5340

HELP WANTED HELP WANTED

HELP WANTED

$66,622 {Min] $83,283 {Midpt)/Yr
UNCLASSIFIED UNBER MERIT S¥STEM RULES

Executive oppty to develop and administer
Risk Mgmt division. Requires Bach Deg in
Business/Public Admin, Risk Mgmt, Fi-
nance, Law or related & 8 years exp in-
cluding 5 yrs in a supvy cafacity. Mas-
tefs Degree in a related field may
substitute for 1 year of exper ence.

Access additional job information and
REQUIRED application form at
http://www.maricopa gov or contact
HR Dept at FAX# 602-506-3313 or call
602-506-3755, TT: 602-506-1908

by 3-21-97.

Final date for receipt of REQUIRED
application 3-28-97 at 5 JM. EOE.

MANAGER/DIRECTOR
OF GROUP OPERATIONS

Experienced health, dental, life & ltd insur-
ance professional needed for lansing-based
provider. The successful candidate will have
10 years of experience in underwriting/
claims and three to five years of previous
supervisory experience. Bachelor's degree
is preferred. Primary responsibility is man-
agement of group operation with emphasis
on development of new insurance products.
Must be an innovative and creative leader.

Salary between $50,000 and $75,000 com-
mensurate with skills and experience. For
consideration, send resume to:

Manager/Director of Group Operations
415 W. 1(alamazoo St

Lansing, MI 48931

HELP WANTED

.................................

HPR COMMERCIAL

PROPERTY

PROFESSIONALS

Protection Mutual Insurance Company, a parent company of the Factory Mutual System, is
internationally recognized as a leader in the field of highly protected risk commercial property
insurance. Our clients rank among the most influential companies in the world. Due to recent
growth and expansion, a number of opportunities for experienced HPR professionals exist at
our offices throughout North America:

Account Executive
Your primary responsibility will be to develop new business, both direct and in conjunction with
brokerage firms, as well as service existing accounts. In addition to a substantial base salary,
this position also receives incentive compensation based on production.

Account Engineer
Our Account Engineers interact with marketing and underwrizing personnel in a team environment
to evaluate exposures of customers and prospects. You will communicate with clients, at the
corporate level, to develop a comprehensive loss prevention prcgram for individual accounts.

Account Underwriter

In addition to evaluating the risk of prospective accounts, you will participate in the servicing of
existing accounts to upgrade the quality of the risk and mocify coverages when appropriate.
You must be analytical, innovative, possess strong commu-tication skills and be a team player.

We offer excellent salaries, superior benefits and the opportunity to advance within an environ-
ment that offers challenge and decision-making authority. For confidential consideration, please
fax or mail your resume, including salary history to:

Terrence Mclaughlin • Personnel Department
PROTECTION MUTUAL INSURANCE COMPANY

300 S. Northwest Highway, Park Ridge, IL 60068
FAX: 847-825-5403

Equal Opportunity Employer

.

. 1- 0

North American Offices Located In:

Atlanta, Boston, Chicago, Cleveland, Dallas, Detroit, Houston, Indianapolis, Kansas City,
Los Angeles, Milwaukee, Minneapolis, Montreal, New Jersey, New York City, Philadelphia,

San Francisco, Seattle, St. Louis, Toronto, Vancouver

FOR SALE

Successful Wellness Concept
FOR SALE

Alterrative Care Provider Group
Wellness Insurance Plans

With 33% loss ratio
In six states

Wellness Trademarks

Contact: Lisa WolfKIain

Phoie: (415) 573-8041 x7201

Fax: (415) 574-8226

REQUEST FOR PROPOSALS

ADVERTISING INFORMATION

FOR CLASSIFIED

ADVERTISING

INFORMATION

CALL

312-649-5340

REQUEST FOR PROPOSALS

REQUEST FOR PROPOSALS

It is tile ntenl 01 The University ol Texas System to issue the following request for proposals on March 12 1997
for the employee gmup h€alth plan:

1. An insured vision plan to provide service for all employees and relimes Of The University 01 Texas Symem
who elect coverage.

2. Administrationof asell-insured, Ireestanding HMO iype plan to provide service tothe El Paso, Texas area.
3. A sell-insured presciption drug program which will include both retail and mail order or other bulk

purchasing ariangemeits.

The University also intencs to issue the following request for proposals on March 19 1997:
4. Adm'nist'ation otaselt-insured dual option plan (HMO and outof nelwork) to providesemices forkGalvestor

and Houston, Texas areas.

5. Adm nisuation of a self-insured dual option plan (HMO and out of network) to provide services for the
Austin, Texas area.

6. Adm nistration of a se!1-funded PPO plan to provide ServiCBS toi the Galveston, Texas area.

7. Adm nistation ol a se 1-tunded PPO plan to provide sewices for the Houston, Texas area.

8. An insured long term disability planto providese,vice forall employees of The University of Texas System
who eled coverage.

The deadline for submission 01 proposals aill be at 4PM on the 30!h day following the issuance of the AFP.

The Univef.ity 01 Texas System includes over 65,000 employees and retirees at both academic and health cafe
comporents located at liteen campuses throughout the stale. For more information or to requesi an RFP, contact

Employee Group Insurance
The Univemi4 of Texas St,stem • 702 Colomdo Sh, #6.600 • Austin, D( 78701

Telephone (512) 499 - 4616 • Fax (512) 499 - 4620

HELP WANTED HELP WANTED

We've Put A

pREMIuM
I INTERNATIONAL
CLAIMS EXPERIENCE

INTERNATIONAL

CLAIM MANAGER

The St. Paul, one of the nation's leading property and liability
insurance organizations, has a newly created position for a

professional who will provide claim technical oversight on in-
ternational claims. Responsibilities include directing the in-

vestigation, evaluation, processing and recovery procedures
on international claims, managing the work of vendors and

third party administrators, and researching/responding to
changes in jurisdictional issues.

Qualifications include a bachelor's degree and at least 2-3
years of experience in international claim handling outside the
U.S. with preference for property experience in South America

or Asia. Managerial experience and multilingual abilities pre-
ferred, ideally Spanish or Japanese. Proven communication,
presentation and PC skills are required. International and do-
mestic travel will be involved.

The St. Paul offers an excellent total compensation opportu-
nity including a benefits package that has been ranked #1
among the top 15 property/liability insurance companies in
the U.S. For confidential consideration, please send a clearly
printed resume (laser copy preferred) to: THE ST. PAUL, Job
#CL22H2229, Mail Code 5020 (TC), 385 Washington St.,
St. Paul, MN 55102-1396. Or fax to: (612) 310-2086. A
multicultural organization, we affirm equal opportunity hiring
in principle and practice. For more information about The St.
Paul, please view our home page at http:#www. stpaul.com

Ihestiliul
Creating a Future ... Without limits 01997 NAS

HELP WANTED

MIS MANAGER

To provide managerial oversight for info
systems required to meet business objec-
tives. The ideal candidate will have a

broad range of technical, project mgmt. &
mgmt. background in a highly automated
environment, plus insurance and/or insur-
ance company insolvency experience.

Requirements include: technical knowl-
edge of AS 400, COBOL & data conversion;
general knowledge of LAN admin; excel-
lent user & general communication skills;
10+ years of technical experience plus a
minimum of 5 yrs. in MIS mgmt: BA/BS or
equivalent. Occasional travel required.

We offer a comprehensive benefits plan
including group insurance package, retire-
ment plan and vadsick leave. Please send
your resume whalary requirements to:

Human Resource Dept.
Conservation & Liquidation Office

P.O. Box 26894

San Francisco, CA 94126

EOE

HELP WANTED

LOSS CONTROL MANAGER

Immediate opportunities at our Support
Center in Golden for an experienced Loss
Control Manager. Responsibilities include
developing, implementing, and monitor-
ing safety training programs for store
management and hourly level as well as
trend, and analyze accident problems &
exposures and environmental issues. Posi-
tion will require 25 - 30% travel.
ideal candidates will have analytical & sta-
tistical expertise with experience in RMIS
system. 3-5 yrs loss control experience in a
retail/restaurant environment is pre-
ferred. Must be degreed with CSP, ARM or
similar designation.

Our explosive growth plus continued im-
provement provides employees with
amazing opportunities in a fun, support-
ive & exciting environment.

For consideration send or

fax resume with salary
history to:

D.A. Recruitment

Boston Chicken Inc.

14103 Denver West Pkwy
P.O. Box 4086

Golden, CO 80401

Fax (303) 384-5511
EOE

HELP WANTED

..........

PRODUCT MANAGERS

Group Health & Workers Comp

HealthCare COMPARE Corp., a
national managed care organization
with the largest, integrated PPO net-
work, is searching for individuals to
lead the strategic development and
management of our products/
services.

Your responsibilities will include prod-
uct planning, development, profitabil-
ity and positioning within a competi-
tive mari(e*lace. Additionally, you will
be working directly with our Sales
area to develop strategic solutions to
our client's health care cost issues.

The qualified candidate we seek will

possess a thorough understanding of
the managed care industry, with a
strong background in sales/market-
ing, operations management and/or
project/product management.

We offer a competitive salary, excel-
lent benefits including 401[k} & stock
purchase plans, and easy access to
1-88 and 1-355. For confidential con-

sideration, please send your resume
WHICH MUST INCLUDE SALARY

HISTORY, to, Human Resources,

Dept. MA/PM, HealthCare COM-
PARE Corp., 3200 Highland Ave.,
Downers Grove, IL 60515-1223.

HealthCare

COMPARE Corp.
eoe m/f/d/v

..........
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CIGNA and some regulators have main- then could have been appealed to person she selects," said CIGNA organization
tained was not a heensed insurance the commissioner, who should have pohcyholder attorney John N Elli- "What it vacated was the depart-
company CIGNA then merged that issued a final ruling only after son, a partner with Anderson Kill & ment's approval of the restructur-

Contmued frompage l new company into an existing 11- holding a trial-like hearing, the Olick P C in Philadelphia "It can't ing application Without that ap-
30 days to either make a special as- censed company in the runoff oper- court said be anyone intimately involved with proval, there is no restructuring,"
yet unspecified deposit with Michi- ation Without explanation, though, an what has happened " Mr Ellison said "This is not like

gan insurance regulators to cover The other segment of the divided Insurance Department spokes- "The court's opinion was mea- Calculus III This is like elementary
the liabilities of Michigan policy- INA retamed the company's 204- woman said the decision "affirmed sured but very clear on what con- algebra "
holders transferred to the runoff fa- year-old name and remained in the the appropriateness of the commis- stitutes a fair hearing, and the de- For pollcyholders, the court order
cillty or challenge the order in fed- active operation moner's substantive review of the partment is as capable of reading "means we're right back to where
eral court, said Michigan Insurance CIGNA maintains the runoff fa- transaction those words as we are," said Flo- we were before" CIGNA reorga-
Commissioner D Joseph Olson (BI, cility can cover its liabilities three Indeed, she said the department renee Davis, vp and general counsel nized, with all pollcyholders having
June 24, 1996) times over However, there is no is "fairly happy" with the order for AIG access to both the active and the

The decision also will not deter But, CIGNA's insurer opponents, runoff operations' assets, said
two North Carolma agencies from which the court classified as rein- Lawrence T Hoyle Jr of Hoyle,
their efforts to force CIGNA to al- surers, do not have standing to ap- Morris & Kerr of Philadelphia In
low North Carolina policyholders '1 can foresee challenges to the person peal Ms Kaiser's order because addition to some CIGNA policy-
to decide whether they want their they are neither policyholders nor holders, Mr Hoyle represents some
Liabihties moved to the runoff facn- (Unda Kaiser) selects,' policyholder attorney creditors, the court ruled However, insurers that oppose the restructur-
tty, said Peter A Kolbe, general John N. Ellison said. 'It can't be anyone if INA's division harms their con- ing
counsel for the state's Insurance tractual nghts, the reinsurers could The significance of that position
Department (BI, March 3) intimately involved with what has happened.' challenge the reorganization in a will be played out in CIGNA's cov-

A M Best Co, though, will not separate court action, it said erage litigation with pohcyholders
reconsider the active operation's A- The insurers, though, say the or- across the country, said CIGNA
rating based on the ruling, unless der gives them an opportunity to policyholder attorney Robert L
regulatory action is taken to force lump back into the case because, in Byer, a partner with Kirkpatnck &
CIGNA to nullify its restructurmg, parental financial guarantee to But, "because of the impact this de- many instances, they participated Lockhart LLP in Pittsburgh "I
said John Snyder, a senior vp in keep the runoff facility solvent if cision may have on other cases, we with CIGNA on excess coverages or don't see how INA can get out of
Best's property/casualty division the facility's habilities exhaust that are exploring the basis for an ap- themselves were reinsured by any case it was a defendant in" by
CIGNA restructured largely to ob- financial protection peal " CIGNA arguing it has transferred its habil-
tam that rating so its active opera- Ms Kaiser held three public For the trial-like hearing the The court ordered the new adlu- ities to the runoff operation, Mr
tion could attract quality business hearings on the reorganization, but court ordered, Ms Kaiser unll have dicator to determine whether each Byer said

Standard & Poor's Corp also wlll she allowed only 15 minutes of pre- to appomt another adjudicator The critic is a pollcyholder or a relnsur- "In a coverage matter, I'd contm-
not review its BBB rating for pared testimony from each witness court did not directly address the er ue to go after the company that is-
CIGNA's domestic property/casu- She did not permit cross-examlna- confhct-of-interest issue created by "I think we're still in the game, sued the policy," Mr Ellison con-
alty insurance busmess at this time tions of witnesses And, though var- Ms Kaiser's previous employment but more critically, the pohcyhold- curred
I'he rating already reflects S&P's lOUS documents relating to the reor- with CIGNA Instead, the court ers are," Ms Davis said Stock analysts m New York were
conclusion that there is no signifi- ganization were made available to ruled that because of her earher ap- Policyholders likely will not see not troubled by the decision
cant economic split between the plan's cntics, the Tllhnghast re- proval of CIGNA's reorganization, changes in the company's proper- Merrill Lynch & Co Senior Vp
CIGNA's active and runoff opera- port was kept secret she "could be considered to have ty/casualty insurance structure Michael Frinquelli does not think
tions because of the reinsurance On appeal, the critics argued that prejudged the matter," making her anytime soon, which could spark CIGNA's reorganization unll be re-
coverage the active operation pro- Ms Kaiser violated the state's Ad- unsuitable to preside over the new additional htigation lected Even if it is, CIGNA's im-
vides the runoff facility, said Alan ministrative Agency Law by not hearings While the decision is appealed, proved financial performance over
Levin, managing director of S&P's conducting trial-like hearings and In a footnote, though, the court "it's business as usual," a CIGNA the past year likely would avert a
[nsurance Ratmg Servlce not releasmg the Tillmghast report reviewed when adjudicators should spokesman said "We'11 continue to Best downgrade, he said

The ruling, written by Judge Dan They also argued she should have recuse themselves from cases to operate as duly authonzed " At least one broker executive,
Pellegrini, gives a group of CIGNA recused herself from the case be- avoid the appearance of impropri- He said CIGNA maintains that though, thinks some risk managers
policyholders what they have been cause she is a former senior counsel ety authority because "what was over- may be ]ittery about placing busi-
seeking since shortly after CIGNA for CIGNA Still, the department spokes- turned was the (commissioner's ness with CIGNA if they have any
announced its restructuring in Oc- CIGNA and the department ar- woman emphasized that the court plan approval) order, not the re- concerns about the decision's poten-
tober 1995 trial-like hearings at guedthatthereorganization'sent- did not adopt the CIGNA critics' structunng" tial impact on the company's future
which the pohcyholders may cross- 1CS have no legal standing to appeal argument that Ms Kaiser should "The court did not order CIGNA ratings "I have a suspicion it will
examme CIGNA offtcials and actu- Ms Kaiser's order approving the have recused herself to reverse the transaction," the de- hurt them to a degree," said Robert
anes reorganization They argued that CIGNA's critics will scrutinize partment spokeswoman agreed Hilb Sr, chairman and chief execu-

Perhaps even more important, the order did not pose any immedi- the appointment Ms Kaiser makes Policyholder attorneys said the tive officer of Hilb, Rogal & Hamil-
the ruling also gives the pohcyhold- ate harm to the critics, and any fu- "I can foresee challenges to the ruling clearly reverses CIGNA's re- ton Co of Glen Allen, Va
ers access to the coveted Pllmghast ture harm was purely speculative
actuarial report on the strength of As a result, the order was not an
the runoff facility's reserves adjudication for the critics Only

CIGNA and the department as- parties to an adjudication can ap- Services Guide
sert that the report clearly shows peal it
that the facility could easily meet CIGNA and the department also
its liabilities, even under the most mamtamed that amendments to the

and IIAsevere of 162 "stress tests" conduct- corporate division law do not re-
ed on the facility's reserves and qtlire the department to hold trial- Busi'ness CPCU /'Youtrcandidates 1 LOCO I U=- ill- Oll-1]N657
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talns propnetary mformation about It ruled that the pohcyholders do Commercial Consumem
CIGNA and that it is part of the not have to suffer an actual inlury
confidential materials the depart- to gam legal standing to appeal the Administrative

ment generated during a financial commissioner's ruling That stand- CEO s Presidents and Owners 2200

Vice Presidents General Managers and
examination of CIGNA ing was created because the com- Other Administrative Personnel 5129

Policyholders, though, suspect mlssioner's order affected the poll- Financial

the report contains caveats about cyholder's financial interests, the Chief inancial Officers and Vice Presidents
ol Finance 3,166

the financial strength of the runoff court ruled Secretanes Treasurers, controllers and
TRUCKERS

facility's reserves "This interest was created be- otter financial Personnel 2973

Risk/Employee BenefitsThe court left the policyholders' cause pohcyholders have a particu-
Vice Presidents Directors, Managers, and other re- Complete facilities for each of the following:most fundamental objection to the lar interest in assuring that any di- lated department personnel 01 insurance nsk em

restructuring up to the new hearing vision of the company with whom ployee benefits personnel, compensation,

pension, safe&, security industnal relations
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labor relations 17043

ers contend the transaction consti- wlll be able to carry out the respon- Sub-total 30,511
tutes a novation-which insurance sibillties under the policies," Judge • Bobtail/Deadhead • Workers CompensationAssoclabons 290

Go,emment, Unions andregulations nationwide prohibit- Pellegrini wrote
Educabonal Institutions 946 • Occupational Accident • Motor Truck Cargobecause their policies were trans- Because the Insurance Depart- Commercial Consumers

Eerred from the insurer that origi- ment's decision is an adjudication Sub-total 31,747 • Umbrella/Excess
nally wrote their coverage to two for the policyholders, the depart- Insirance Agents and Brokers 8,588

Insurance Companies 7327

other companies without their per- ment should have held trial-like Accountants, Actuanes,
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were moved into the runoff facility report and other information sup-
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subsidiaries, which does not re- the policyholders for that hearing, Single Copy Sales 16 A
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quire pollcyholder approval the court ruled TOTAL CIRCULATION 53,108 INCORPORATED
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Indiana
Continued *om page 2
CGL policies issued in Indiana after
June 30, 1997, and would list in detail
what could be deemed pollutants.

For example, the House bill names
petroleum as a pollutant and says an
environmental loss could arise from,
among other things,"inhalation, in-
gestion or absorption of an irritant."

The amendments are a reaction to

a state high court ruling last year that
was unfavorable to insurers, said
Fred MeGarvey, vp in the Skokie, Ill,
office of the American Insurance

Assn.

He helped formulate the bills with
the Insurance Institute of Indiana, an
association of insurers.

In American States Insurance Co.

vs. Kiger, the court ruled that the
1985 Insurance Services Offices ab-

solute pollution exclusion was am-
biguous when it was applied :o a
gasoline leak from an underground
storage tank at a gas station.

The court ruled that the term "pol-
lutant" did not obviously include
gasoline and that as gasoline leakage
was the major liability of the policy-
holder, denying coverage under the
pollution exclusion would nega:e
coverage for most of the policyhold-
er's liabilities.

The insurance industry and the In-
diana legislature reacted by formu-
lating the bills that would provide
statutory support to insurers seeking
to refrain from covering environmen-
tal risks in general liability policies,
said Mr. MeGarvey of the AIA.
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"The policymakers have spoken to
say that, at least from the (effective)
date of the act forward, CGL policies
can absolutely exclude pollutants
and it gives us the ability to say that
we don't want to cover pollutants,"
he said.

The legislative action brings Indi-
ana back into line with other states,
said Ms. Foggan.

"The Kiger decision pushed Indi-
ana away from the national trend, so
this will rectify what could be seen as
a division in the general understand-
ing of the absolute pollution exclu-
sion," she said.

But policyholder lawyers charge
that the law was formulated as a way
to amend the absolute pollution ex-
clusion without actually rewriting
the policy language.

"Rather than the industry amend-
ing the exclusion because of Kiger,
they are having the legislature tell
you that there's more than there real-
ly is in the exclusion," said Edward
M. Joyce, a partner at Anderson, Kill
& Olick P.C. in New York.

Insurers are likely wary of altering
the exclusion itself, as that could be
construed as an admission that it

does not exclude all pollution claims,
he said.

"They are using the Legislature in
a backhanded way to protect them-
selves," Mr. Joyce said.

The bills are "gross overkill," said
William Greany, a partner at Coving-
ton & Burling in Washington who
i·epresents policyholders.

The Kiger decision determined
only that the 1985 exclusion was am-
biguous in regard to some cases, and
an amendment of the state insurance

law is an overreaction, he said.
Also, the language in the bills is so

far-reaching that it seems legislative

action also may be an attempt to ex-
:end pollution exclusions to other li-
abilities, such as lead paint and as-
oestos, said Mr. Joyce.

In particular, the reference to the
exclusion of "pollution inhaled, in-
gested or absorbed" may be an at-
tempt to exclude those liabilities, he
said.

However, coverage for those liabil-
ities usually is sought under older
policies, which will not be affected by
the proposed bills, said Stephen
Williams, president of the Insurance
Institute of Indiana.

The legislation simply will confirm
the intent of insurers not to cover pol-
lusion under general liability policies,
he said.

"What we are seeking to do is codi-
fy the absolute pollution exclusion so
that (insurers) can have some comfort
going forward," Mr. Williams said.

The 1985 absolute pollution exclu-
sion was added to policies after
courts held insurers liable for envi-

ronmental claims that inslirers say
they never intended to cover. 51

The Home
Continued from page 1

The New Hampshire department
placed T'he Home under formal super-
vision last Tuesday after its 1996 an-
nual financial statement revealed it

had a capital deficit of $226.6 million,
before discounting its loss reserves.
The insurer has an authorized risk-

based capital requirement of $325.1
million under National Assn. of Insur-

ance Commissioners requirements.
The New Hampshire department is

authorized under NAIC rules to take

The Home under supervision because
it failed to meet the required risk-
based capital level.

Formal supervision is less severe
than rehabilitation or liquidation. The
Home under supervision can still be
run off by its own managers, but it
must seek the departmem's approval:

• To pay any single claim of more
than $1 million.

• Make any payment to cheditors
more than $500,000.

• Make any single payment to ce-
dents or reinsurers in excess of

$250,000.
• Release any obligation or collater-

al in excess of $500,000,

• Materially change any contracts-
not only insurance and reinsurance»
worth more than $500,000.

The New Hampshire department
also will review the budget of The
Home and will supervise an intensi-
fied review of The Home's books.

The New Hampshire department
commissioned a new actuarial review

of The Home last year after it was
clear the insurer was suffering a
greater-than-expected erosion of as-
sets (BI, July 15, 1996).

At the time the Zurich deal was ap-
proved, actuaries assessed that under
a possible worst-case scenario, The
Home's loss reserves could fall short

by $1.9 billion. But The Home's rein-
surance contracts and its assets were

expected to cover that deficiency.
The new actuarial report is still

pending, but it seems clear that The
Home's loss reserves are deteriorating
at a faster-than-expected rate for sev-
eral reasons, said David Nichols, the
examiner appointed by the New
Hampshire Insurance Department to
oversee the nmoff of The Home.

In particular, new analysis of as-
bestos and environmental claims lia-

bilities is revealing loss information
and estimates not available when the

Zurich deal was approved, he said.
Also, the original actuarial analysis

assumed that The Home would be in

runoff from the beginning of 1995,
whereas -lie insurer ran as an ongoing
insurer for the first half of 1995 and

had to pay higher expenses than had
been fomcast by the actuaries.

For The Home's 1996 financial fil-

ings, the insurer was allowed to dis-
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count its reserves at 7%, which gener-
ates $469.4 million. However, the de-
partment recognizes only 60% of that
gain, giving The Home an accounting
surplus of $55 million.

"That's not a large margin of error,"
conceded Mark Davidowitz, assistant
controller and investment relations

manager at REM
The Home has a $1.3 billion stop-

loss reinsurance contract supplied un-
der the Zurich deal as well as $1.78
billion in paid and collectible reinsur-
ance under other contracts.

Also, the Zudch reinsurance pro-
gram will pay an additional $290 mil-
lion if The Home is allowed to make

dividend payments to the holding
company, Home Holdings Inc., ear-
marked for Home bond holders and

the money is needed to pay claims.
After publication of the financial

results Standard & Poor's Corp. low-
ered its rating of Home Holdings' debt
security to CC from B-, and Moody's
lowered its rating to Ca from 83.

The rapid deterioration in The
Home's financial results is largely due
to a higher loss development than ori-
ginally expected, Mr. Davidowitz
said. Possible mitigation of further
loss development by commuting
claims will be up to the New Hamp-
shire department, which will have to
approve the settlements, he said.

The Home added $440 million to

pollution and environmental loss re-
serves last year, bringing its total net
loss reserves to $2.1 billion.

The 1996 results show The Home

would find it difficult to withstand

any further deterioration of its finan-
cial position, said Eric M Simpson, vp
at A.M. Best Co. in Oldwick N.J.

"With the discounting of the reserves
taken into account, they won't have
any net contributions going forward,
so the $55 million surplus will have to
withstand any surprises," he said.

The Home's efforts to negotiate set-
tlements early reflects the trend in the
insurance industry as a whole, said
Alan Levin, managing director at
S&P's Insurance Rating Service. "The
Home's losses have been a little high-
er than expected, and they may be
paying the losses a little earlier, but its
position is not materially more
gloomy than it was last year," he said.

The runoff status of The Home has

also highlighted its reserve deficien-
cies, said Ted Collins, vp at Moody's
Investors Services. "In the case of a

runoff company, you tend to be able
to focus on the reserves somewhat

better than you do when you have an
ongoing business operation, which is
generating new business and the
problems of the past can be borne
over time and offset against current
income," he said.

The Zurich offer usurped an earlier,
more conventional takeover of The

Home by an investor group led by
John J. Byrne, who was credited with
turning around GEICO Corp. in the
1970s and Fimman's Fund in 1980s.

Under the Byrne proposal The
Home would have received $630 mil-
lion in new funds and been run as an

ongoing concern. However, The
Home's major shareholder, Trygg
Hansa SPP Holding A.B., favored the
less orthodox Zurich proposal.

The controversial deal was opposed
by other insurers that said Zurich
should be made to accept all of The
Home's liabilities if it wanted to take

over its good business.
However, after a heated public

hearing on the proposal, New Hamp-
shire Insurance Commissioner Sylvio
L. Dupuis approved the Zurich deal.

Mr. Nichols of the New Hampshire
department said the data provided to
the actuaries at the time of the deal

was not as complete as they wanted.
The approval process would have

had to have lasted substantially
longer than the six months it took to
provide the actuaries with all of the
possible data, he said. "If that had
happened, there may not have been a
transaction," Mr. Nichols said. 1
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anticipated

»3

March 4, 1997:
• The New

Hampshire Insurance
Department places
The Home under

formal supervision

GRAPHIC BYADAM DOI

T



Bunness Insurance, March 10, 1997 / 25

Hospitals since agreed to the merger, which learn from Lansmg is that hospital
is expected to be completed this studies, to be accurate enough to If Massachusetts authorities re-

year Moreover, Michigan Capital satisfy everyone, must involve the EMLICO lected a settlement, it would return
Contlnued from page 3 15 In discussion with Nashville- full cooperation of the hospitals in- to Bermuda for renegotiation
except Blue Cross patients Actual based Columbia/HCA Healthcare volved, said Michigan State's Mr Contmued*ompage 1 Massachusetts law would apply
patient charts, not claims data, Corp to be acquired Groty This can create a Catch-22 have over massive GE pollution to the GE claims and to issues re-
should be used for such studies, be- Pnmarily due to oblections from situation, because hospitals are by and asbestos claims settled by lated to remsurance coverage, ac-
cause they represent a much richer Sparrow last spring, the employer nature selfish about their data, he EMLICO's Bermuda hquidators cording to the sources
vein of information, Mr Campbell coalition kept the report from the said In a letter to the state senator As part of the deal, the Mas-
said public's view for most of 1996 The "Simply saying data is good and last week, Insurance Commission- sachusetts division also would

The study indicated Blue Cross employers agreed to shelve the people have a right to data doesn't er Linda Ruthardt said, "I am reaEtrm its approval of EMLICO's
was paying about 20% more for study and embark on a second at- mean (hospitals) will open their aware of concerns which have reorganization and is expected to
comparable care at Sparrow than doors to you," he said "It's really a been expressed by EMLICO's drop its investigation of alleged
it was at Michigan Capital, Mr power issue reinsurers and anticipate that any fraud by GE and EMLICO, the

Hospitals will resist the release settlement wlll materially address sources say
duced the rates it pays Sparrow by of a comparative study about them those concerns " Reinsurers and legislators have
an undisclosed amount finally standing up and "until they know exactly what it She also noted that any settle- already objected to this reported

Kathy Kendall, director of man- saying we have to be represents and that they can put ment wall be subject to Mas- provision
aged care contracting at Michigan their spin on it," he said sachusetts court approval

.

The issue of fraud on a pubhc
Capital, said, "We agree that the accountable,' says A different lesson, Ms Kendall The settlement talks are the lat- agency is belng swept under the
patient record is always more ac- Kathy Kendall. said, is that coalitions should con- est twist m the complex saga of rug," charged Joseph T McCol-
curate than claims data " Nonethe- sult hospitals on their research EMLICO, a longtime GE general lough IV, a lawyer with Lovell
less, she praised the study for sym- plans early in the process hablhty insurer that reorganized White Durrant m Chicago, repre-
bolizing a growing awareness The employers, which reportedly in 1995, spinning off its non-GE sentlng Kemper Re
among buyers "The employers are tempt, mcorporatmg more reliable spent more than $75,000 on the business into a former afhliate, "I am concerned that the ques-
finally standing up and saying we patient chart data, but months of first study, are willing to fund a Electne Insurance Co, and mov- tions raised concerning the process
have to be accountable-the physi- haggling over details and delays second study using chart data, but mg to Bermuda A few months af- utilized by the division in the
cians have to be accountable, the ensued sore feelmgs between them and the ter the move, EMLICO declared it- course of the EMLICO heanngs
hospitals have to be accountable," In December, a local newspaper, hospitals continue An agreement self hugely underreserved for GE
she said the Lansing State Journal, request- on a second study has not been pollution and asbestos claims and

Sparrow and Michigan Capital ed the study under the Freedom of reached, and the two sides have not Insolvent by more than $500 mil- A stale senalor
viewed the contents of the study Information Act, which allows the been able to schedule a meeting, hon.

cautiously, considering delicate media access to documents of pub- said Frank Webster, executive di- In subsequent court fights in questions 'why other
market conditions, sources said llc interest The paper splashed the rector of the Capital Area Health Massachusetts and Bermuda, EM- people, including
Sparrow was in discussions last study's findings across the front Alhance LICO minsumrs charged that EM-
year to merge with a third local page, the headline declaring Michi- "At this point, I would probably LICOlmew it was msolvent before reinsurers, were not
hospital, St Lawrence Hospital gan Capital "offers (the) best deal " say stalemate is a good word," the move and concealed the fact asked to pc,licipate.'
and Health Care Systems It has A lesson employer coalitions can Sparrow's Mr Campbell said IEI from regulators m a conspiracy

with GE to take advantage of
creditor-fnendly Bermuda hqul-

they escalate into larger, possible Employment Disputes," which dation laws and the adequacy of the financial
multiparty complaints was released last year (BI, June 3, The charges have prompted an information provided to the divi-

One such company is Brown & 1996) investigatton by a Boston-based mon in this regard remam unan-
Continued from page 3 Root Inc The new guide includes a check- federal grand Jury Last week, the swered," State Rep John P Slat-
stakes are," he continued They Beginning in 1993, the Houston- list of considerations for employ- state's Supreme Judicial Court tery said in a letter to Ms
know an employment case can based engineering and construe- ers and descriptions of the full heard argurnents over whether Ruthardt
lead to a potential boycott of the tion firm required all of its 30,000 range of legally available ADR op- EMLICO reinsurer Kemper Rein- "I respectfully urge you to incor-
company employees, as a condition of em- tions surance Co may comply with a porate mto any agreement a

Consumer groups announced ployment, to resolve all legal The guide "is a collection of is- grand jury subpoena for docu- provision requiring full and com-
boycotts against Texaco Inc and claims against the company sues, questions and Information ments that show EMLICO was plete disclosure of EMLICO's h-
Mitsubishi Motor Manufacturing through an internal program The that I've been hearing time after considenng runoff in Bermuda nancial posibon as of the date of
Co of America after allegations of company offers employees four al- time after time," Mr Meade said several months before the move entry of the redomestication or-
race discrimination and sexual ha- ternative dispute options an in- Among the considerations listed A lower court ruled last year der "
rassment charges, respectively, ternal open-door program, an in- • Employers need to Include a that Kemper Re may not turn over State Sen Michael W Momssey
late last year ternal ombudsman program, fair method of cost-sharing be- the documents, which earher had also questioned "why other people,

Solving employment-related where a neutral third party confi- tween the employer and employee been sealed at El\<ILICO's request including reinsurers, were not
disputes with ADR procedures "ls dentially investigates and propos- to ensure affordable access to the (BI, Oct 7, 1996) asked to participate, and the mtent
the wave of the future," said es a settlement, an outside media- ADR system for all employees Faced with the allegations, Ms of having this deal done behmd
Karen Ludington, a labor attorney tion program, and an outside Some ADR plans allow employees Ruthardt last year considered re- closed doors rather than through a
now with her own employment binding arbitration program (BI, to pay only a small portion of the opening the EMLICO redomesti- pubhc heanng process as it should
consulting firm, The Ludington May 15,1995) initial filing fee of the arbitration cation but decided instead to pur- have"
Co Inc, based in Holden, Mass Brown & Root not only has or a percentage of the filing fee sue the fraud charges as part of an Remsurers also raised several

ADR procedures should "be one saved 50% On its legal fees since based on the employee's salary, examination of Massachusetts- questions about the deal that re-
piece of a whole complex system" the ADR program's inception four the guide explains based Electnc Insurance, headed mam unanswerable m the absence
to reduce exposure to discrimina- years ago, but the program "al- • Employers need to specify the by several former EMLICO offi- of specifics on how the agreement
tion and harassment suits lows the company to effectively nature of the claims to be covered cers would work

Indeed, a full range of internal understand what's going on in the under the ADR program Some As part of this investigation, the It is unclear, for example,
and external ADR procedures lS workforce," said Bill Bedman, as- employers may want the ADR pro- Insurance Division subpoenaed whether EMLICO's hquidators
becoming more common in em- sistant general counsel of human vision to be as broad as possible, EMLICO-related records from might sbll argue that remsurers
ployment contracts, personnel resources while others may choose to ex- several consultants, mcluding nll- are subject to Bermuda liquidation
manuals and employee hand- By tracking patterns of com- clude certain types of claims mghast-Towers Pemn law, which allows the hquidators
books, according to the American plaints, the company has a handle •Employers need to give em- The settlement talks between to estimate future claims and at-

Arbitration Assn on the number and types of ployees clear notice of their right regulators, GE and EMLICO were tempt to collect Immediately from
"The level of interest lS ]USt grievances employees bring and of representation The plans also disclosed last month when the relnsurers, reinsurer lawyers say

tremendous," noted Robert E from which operating unit they may provide information about in- parties jointly sought to delay a Also unclear iS how the deal

Meade, national vp-program de- arise This gives the company time stitutions that provide assistance court action to enforce the Twhng- would affect the msolvency clause
velopment for the New York- to make decisions to solve a poten- to people who cannot afford rep- hast subpoena (BI, March 3) m reinsurers' contracts, which al-
based non-profit dispute resolu- tial problem before "it gets too far resentation Employers also may Sources famillar with the talks lows them to mterpose defenses to
lion organization down the pipeline," he said consider providmg a method of re- last week confirmed a Boston GE claims agamst El\£LICO Rein-

"I've worked with 300 compa- "So if there is an abnormal 1mbursement of at least a portion Globe report that the deal calls for surer lawyers wonder, for exam-
nies in designing programs that number of sexual harassment cas- of their legal fees the Massachusetts division to be- ple, whether Bermuda hquidators
are in effect now That covers 3 5 es, one can do something about • Employers need to allow for come ancillary receiver for El\<[LI- would be allowed to settle claims
million people And in the last 14 that," he said, adding the compa- the same remedies and relief that CO with oversight of GE environ- with GE with no argument from
months, I've worked with 200 ny has changed some of its policies would have been available to the mental and asbestos claims settle- relnsurers

more companies that have pro- and moved management around as parties had the matter been heard ments Reinsurers also questioned
grams on the drawing board " a result of problems that were in court This authority includes Under the proposed deal, EMLI- whetherMassachusetts authontles

The American Arbitration Assn tracked the right to award compensatory CO hquidators with Coopers & really wlll havemuch control over
recently issued a new guide to help This is not to say Brown & Root and punitive damages, attorney's Lybrand would negotiate claim GE claims if the settlements are
employers effectively design an does not have employment claims fees and other remedies available settlements with GE and then sub- reached in Bermuda and present-
employment dispute resolution "We're not perfect," Mr Bedman under applicable law in court mit the settlement packages to ed to regulators as done deals
plan as well as descriptions of in- said "But, we have management • The plan needs to state clearly Massachusetts regulators for ap- "GE's claims agamst El\([LICO
ternal and external ADR options control we would not have other- that lt does not preclude an em- proval, the sources say. unll continue to be handled by
(see chart, page 1) wise We tend to have a general ployee from filing a complaint "Large" claims would also be GE's handpicked hquidators, with

One of the advantages coming idea of what is going on so we with a federal, state or other gov- subject to additional review by a GE acting as the puppeteer," Mr
out of ADR programs is the ability don't wake up in the morning and ernmental administrative agency special master appointed by the McCollough charged m a state-
to act as a risk prevention tool for ask how we got someplace " state Supreme Judicial Court, ac- ment
employers Employers interested in drafting Copies of "Resotving Employ- cording to one source, who could Negotiators for the Insurance

Employers that have integrated an ADR program can turn to the ment Disputes A Practzcal Gu2de" not say how "large claims" wlll be Division, EMLICO's hquidators
ADR programs say they can effec- American Arbitration Assn 's new can be obtained from the Amen- defined Remsurers would have and GE were meeting Fnday af-
tively track patterns of employ- "Resolving Employment Disputes can Arbtration Assn 's World "ample opportunity" to air oblec- ternoon to work on the deal, and
ment-related grievances over A Practical Guide" for some help Wide Web szte at http // tions to these settlements m the sources famiharwith the talks said

time-much like workers compen- The new guide serves as a com- www adr org or 61/ contacting the court approval process, the source they were unsure when an agree-
sation claims-and can then ad- panion to the association's "Na- customer servzce department at said ment might be finalized
dress potential problems before tional Rules for the Resolution of 212-484-4000
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Health self-insured product well as reduce expenses, because there Updates
Healthsource will give CIGNA will be certam redundancies within

HMO members in six states where it the two operations, said Jack Doerr, Ceridian to settle age suitsContinued from page 2 currently has none Arkansas, Indi- group benefits practice leader for
group health care, HMO and third- ana, Kentucky, South Carolma, New Sedgmck Noble Lowndes in Chicago Cont:nued from page 2
party administration business of Hampshire and Maine CIGNA's But some observers worry the ac- The lawsuits stemmed from the downsizing of Cendian's predecessor,
Chattanooga, Tenn -based Provident membership is now concentrated quisitlon means fewer options for em- Control Data Corp, in the late 19805
Life & Accident Insurance Co of most heavily m Cahfornia, Arizona ployers "It's golng to make it a bit Arden Hins, Mich -based Control Data Systems Inc w11 pay an addi-
America Inc, which it acquired in and Florida more of a challenge for employers, be- tional $4 5 million Control Data Systems once was part of Control Data
1995 (BI, June 5, 1995, De 26, 1994) The acquisition is ' especially ap- cause they may have fewer plans from Corp but separated from Minneapolis-based Ceridian when the former

Combined, CIGNA Healtheare pealing and important to multistate which to choose," which could reduce parent was restructured
would operate HMOs with 5 3 nulhon employers who look to a national their bargaining power, said Tom Bil- The suits, filed in U S District Court in Minneapolls, onginally were
members, maintalning its No 2 rank- company like CIGNA to be able to let, the Stanrford, Conn -based na- filed in 1989 Company officials demed any wrongdoing but said they de-
ing behind Kaiser Permanente (BI, serve their employees throughout the tional practice leader for the MED- cided to settle to avoid the uncertamty of a tnal's outcome and the defense
Dec 27, 1996) country," the CIGNA spokesman STAT Group, a Minneapohs health costs associated with a lengthy trial

CIGNA's medical indemnity busi- said The deal w111 "enhance our ef- care mformatton and consultlng fum Cendian said the settlement mll be paid out of earnings and is expect-
ness after the acquisition would cover forts to negotiate appropriate con- "I think what it does is remove one ed to reduce its first-quarter earnmgs by about 15 cents per share
7 milhon hves, including CIGNA s45 tracts with providers that help to keep signlficant regional player in the Control Data said that because it had already reserved agamsta poten-
milhon hves and Healthsource's 25 costs down for employers," he added Northeast and parts of the Southeast tial settlement, its earnings would not be affected
milhon CIGNA is expected to make Consultants agree that wider geo- and Just gives (employers) one less op-
every effort to encourage these mem- graphic spread and improved cost ef- tion," said Rich Sinni, prmcipal and Viacom stands by reportbers to switch Into its managed care ficiencies are the two primaIy benefits director of health care management
operations of the acquisition for Buck Consultants Inc m Secau- NEW YORK-Charges by environmental groups that Viacom Inc

The combined operation wlll have The deal means a wider variety of cus, N J might have failed to fully disclose its potentialhability for environmental
strong dental plan operations CIGNA managed care products available in Sedgwick's Mr Doerr sald that cleanup m its annual report are inaccurate, the company said
now has 2 5 milhon managed dental more geographic areas, said Bob while eventually the reduced number In a recent letter to Nancy M. Smith, director of Secunty and Exchange
care members and 8 milhon indemni- Eicher, a principal with A Foster of choices will become a negative, "I Commission's office of investor relations, the three groups-Citizen Ac-
ty dental hves Healthsource services Higgms & Co Inc in New York don't think we're tembly close to that tion, Fnends of the Earth and the Sierra Club--charged that Viacom had
26 milhon hves, including 313,000 The prmcipal advantage is "they're pomt " While there now may be fewer understated its potential Superfund liabdity by saymg the liabihties wul
who are part of its managed care op- better able to negotiate better deals choices available m the market, they not have a senously negative impact on its fmances
eration and 23 milhon who Use its with the health care providers," as are stronger than before, he said m The groups estimated Viacom faces at least $270 milhon in cleanup

costs att mx sites alone Much of this alleged hability stems from Viacom's
merger with Paramount Communications three years ago Paramount

Storms shop, a bank, a restaurant and an ac- damage to computers at $50,000, well was a successor corporabon to Gulf + Western, which contnbuted tonu-
counting firm, were destroyed, added in excess of the $10,000 deductible merous Supefund sites
Robert Sikes, the state's risk manager Fireman's Fund Insurance Co in- Viacom calls the alleged habilibes "grossly overstated," addmg that m

Continued from page 1 Employers in other parts of the state sures the vehicles and computers the past deade it and ltS pmdecessors have spent "tens of millions of dol-
2,400 claims from the affected area to- fared better Flooding damaged hundreds of new lars on cleanup, prmcipally related to the operations of Gulf + Western "
tallng $116 milhon The Arkansas Mr Sikes estimates state property cars parked outside a Ford Motor Co New York-based Viacom added in a statement that the "$270 milhon
tornadoes are expected to account for suffered between $360,000 and assembly plant m Louiswlle Andy costs that they attnbute to six sites bears no relationship toreallty Our
$2 milhon of that total, most of the $690,000 in insured damages "The Welmers, the company's manager of overall environmentalhability has been appropriately reserved for on our
rest of which wlll come from Ken- state escaped, it really did corporate insurance, said it was too balance sheet and ls an extremely small fraction of Viacom's capitallza-
tucky, Ohio and West Virginia "The tornado just missed a $100 soon to assess the dollar amount of the tlon"

Allstate Insurance Group received milhon campus," he said, refemng to damage The flooding forcedthe plant Viacom declined to Ove an eshmate of its environmental habilities but
more than 2,500 storm-related claims Henderson State University in to close for one shift said they would not have a significant negative effect on the company's
by late last week, though the North- Arkadelphia A $123,000 educational The company has property and results

brook, Ill -based Insurer does not re- television tower in the town, however, business interruption coverage placed
lease damage estimates was destroyed, as were three small of- by Marsh & McLennan Cos Inc with Execs fired over harassment

The Property Claim Services divi- fice buildings the state was leasmg multiple insurers Mr Welmers did
sion of the American Insurance Ser- The Plggly Wiggly supermarket m not know whether the loss would ex- CHICAGO-Two male semor executives of CNA Life have resigned
vlces Group expects to issue a prelim- downtown Arkadelphia also was ceed the company's high deductible, following two female employees' charges that one of the men made"of-
mary insured property loss estmate spared major damage The store suf- which he would not disclose fensive comments" to the women

this week Much of the flood damage, fered about $25,000 in damages, own- The Kentucky Emergency Opera- A spokesman for CNA Life, a unit of Chicago-based CNA Financial
if insured at all, wlll be covered by the er Andy Riethmaler said tions Center reports that total damage Corp, said no legal charges have been brought agamst the company or
National Flood Insurance Program The nialority of the damage-about in the state was $232 milhon but wlll filed with the U.S Equal Employment Opportunlly Commission
rather than commercial Insurance $15,000-was product loss, he esti- increase with further investigation af- The two executives, former CNA Life Premdent Jack Kettler and for-

Residents and businesses now are mates "When you lose power, you ter the flooding As of last week, 14 mer Chief Administrative ONicer Robert Teske, resigned from the com-
left to pick up the pieces from the vio- can't save meats and produce " people had died from the flooding in pany effective March 1
lent storms, which slashed across the In addition to the devastation m Kentucky The company"has provided support for the affected employees and has
colmtry from northeast Texas Arkansas, tornadoes and flash flood- Across the Ohio River in southern thanked them for coming forward to report this behavior," according to a
through parts of Arkansas, Mississip- ing struck parts of northeast Missis- Indiana, a Hudson Foods Inc poultry statement.

pi, Tennessee, Kentucky, West Vir- sippi, lollmg one and injunng 18 oth- processing plant suffered damage The spokesman said the employees received time off with pay dunng
ginia, Ohio and Indiana ers Pontotoc and Union counties from flooding The plant, located in the company's inqwiy They have not asked for a monetary settlement

In Arkansas, as many as 20 torna- were the hardest hit by the storm, Corydon, was flooded with about an Mr. Kettler allegedly made offenmve comments, and Mr Teske alleged-
does cut a 260-mile swath of destruc- which destroyed and damaged about inch of water, said Bill Faulkner, cor- ly tned to prevent the employees' efforts to remedy the situation, accord-
tion beginning m the southwest part 85 homes porate claims manager Some con- ingto a statement
of the state and ending In the north- The Mississippi Insurance Depart- struction at the plant was damaged, CNA has not fined the two vacant positions yet.
east In all, 24 people were lalled, ment estimates that insured personal causmg the largest loss, he said The
more than 200 were inJured, and 21 property damage in the state totaled company has a $250,000 deductible Briefly notedcounties were damaged and waiting $1 milhon for both property damage and busi-
for disaster assistance Six tornadoes touched down m ness interruption, with Genesis Insur- Aetna Inc last week named Joseph T. Sebastianelli its new president

Hardest hit by the twisters was western Tennessee, hitting MeNairy ance Co, a untt of General Reinsur- Previously co-president of Aetna-U S Healthcare and Aetna executive
Arkadelp}lia, Ark, a town of some and Carroll counties the hardest The ance Group m Stamford, Conn, but vp, Mr Sebastianelh is credited with successfully implemenbng the mar-
10,000 people about 60 miles south- same storm system produced torren- Mr Faulkner doubts that wlll be nageof US Healthcare and Aetna that began in July 1996 The New
west of Little Rock The deadly "orna- bal rains and flooding in the western reached York Senate and Assembly passed buls last week that wall allow women
do there was reportedly three-quar- and central parts of the state The state of Indiana does not com- at least 24 hours of hospital care after undergoing a mastectomy and en-
ters of a mile wide and is estimated to Five deaths are blamed on the pile official dollar damage estimates sure that Insurers pay for reconstructive surgery The Senate Com-
have stayed on the ground as long as storm, which produced damage in as from catastrophes merce Committee held its fiat heanng of the year on product liability ie-
18 minutes, destroying the commer- many as 35 counties, said Cecil Wha- In Ohio, flood waters from the Ohio form last week even though a final product hability reform bill has not
cial downtown area, lalling six people ley, director of natural hazards for the River lapped up against Clnemnati's been drafted .. The Washmgton-based College Construction Loan In-
and inlunng more than 80 Tennessee Emergency Management Cmergy Field, formerly Riverfront surance Assn., better known as Conme Lee, completed its privatization

The Arkansas Insurance Depart- Center in Nashvdle He estimates the Stadium Damage was linilted to the last week Conme Lee, which had been owned in part by the federal gov-
ment "conservatively" estimates total storm w111 cost Insurers between $20 parking lot as pumps and storm gates ernment, had been restricted to insuring obllgations of education and
insured damage in the state to be $100 milhon and $25 milhon, the malonty prevented the water from infiltratlng health-care related issues Now the financial guarantee insurer plans to,
mlhon, sald Ronald Shefheld, deputb' of it in personal lines Most of the inside the stadium The main concern launch a program to msure bonds m all mumcipal market sectors Re-
director of the department Most of commercial damage--estimated at of stadium officials iS the newly in- hance Insurance Co, MIS Insurance Services and Immdes Lambert US
the damage hit rural and residential between $2 milhon and $4 milhon-is stalled $2 million artificial turf, but Holdmgs Inc., a umt of London-based Lambert Fenchurch Group PLC,
areas, but in Arkadelphia, damage attributable to small "mom and pop" unless the pumps fail, the turf wlll be have formed aUS insurance broker and managing general agent. New
was equal between commercial and stores, he said spared, said Suzanne Burck, stadium Century, which w]11 be headquartered m Dallas and capitallzed initially
personal property, he said Flash floods in the western part of coordinator for Hamilton County, the at $9.5 mflion, wlll offerproperty and casualtyproductsnationwide New

President Clmton declared Ark- West Virginia ktlled one person, while stadium's owner York-based Rehance and LFG each unll have a 40% stake m the venture,
ansas a disaster area on March 2, and hundreds of others were evacuated In The largest costs w111 be for cleanup and Chatsworth, Ca -based MIS will own 20% ..A U S. Distnct Court
the Federal Emergency Managemen: all, 9,000 homes and 1,000 businesses afterthe watersrecede and forreplac- Jury m Columbia, S C., on Enday found Arbngton,Va -based USAlr neg-
Agency has since designated 13 coun- were damaged Initial damage esti- ing equipment from the parlang hgent in a July 1994 plane crash near Charlotte, N C that lalled 37 peo-
ties as quallfying for federal assis- mates exceeded $200 million garage All the costs w111 be borne by ple (BI, July 11, 1994) A separate proceedmg to determme damages
tance On March 4, President Clinton In Kentucky, Louisvule suffered the county, which has no flood insur- agamst USAir, now US Airways Inc, wnll begin this week Woodland
declared Ohio and Kentucky disaster some damage from the city's worst ance for the stadium, according to Ms Ells, Cahf -based WellPoint Health Networks Inc. has completed its ac-
areas, and FEMA designated 24 coun- flood m three decades, said its risk Burek quisition of the group health and related bfe bumnesses of John Hancock
ties in Kentucky and 16 counties m manager, Kevin O'Donnell The The Ohio Emergency Operations Mutual Life Insurance Co for about $86 7 nullion The deal was complet-
Ohio as quallfying for assistance No largest loss for the city was 45 city- Center reports that total damages m ed after WellPomt perrmtted Hancock to continue to service a contract
other states had been declared disas- owned vehicles, he said Ohio are expected to exceed $100 mil- with Troy, Mch -based Selecteare Inc, which had sued to keep the deal
ter areas as of the end of last week Mr O'Donnell estimates the city hon Damages cannot be completely from proceeding, said Candy Waldle, Wellpoint vp and assistant general

Dozens of locally owned businesses will exceed its $100,000 deductible for assessed until the flood waters recede, counsel

m Arkadelphla, mcluding a flower the lost vehicles Also, he esttmates Be so that flgure likely wdl mcrease, IM

f -
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Bf Insurance Index

Securitization of risks remains far off 1,320

1,300

By MYRON M. PICOULT dence after the flrst loss event Somewhere along mark-to-market method? Whatever the ac-
Special to Business Insurance the hne, some purveyor's ox is likely to be gored, counting methodology employed, the key at the 1,280

and we suspect much time and effort is bemg ex- end of the day Mll be disclosure
1,260

T
HE SECURITIZATION OF insurance pended on protecting some oxen The obvious question is, what is the potential
risks involves the transfer of a finite seg- Structure is cntical Does the instrument re- impact on the reinsurance industry? A reinsur- 1,240
ment of future underwntlng nsk to the sult m a sharing of the rlsk of a loss, or is it more ance company could be Involved in the process

capital markets stnctly defined to cover a specific event? Assum- by being an onglnator, it could help to standard- 1,220
1

The capital markets have grown accustomed ing the latter, who or what determines the event ize the insurance contact features, and it also 1
to providing debt capital secured by a designat- and the time frame mvolved? The Instrument could be part of the distnbution process Under- 1,200

ed pool of assets Examples are mortgage- should be hquid and have hedgmg facets wntlng expertise to measure the msurance nsk
1,180

backed securities and asset-backed secunties Investor education also is entical m terms of component clearly must be in the loop A strong
that are secured by receivables from credit cards the aforementioned structures Furthermore, the balance sheet also is a must for the participating

Ldli
1,160

and automobile loans right type of mvestors must be sought and their remsurer 17 1/24 1/31 2/7 2/14 2/21 2/28 3/7
The inability of some pnmary rnsurance com- expectations for returns and time frames appro- After all is said and done, however, we believe

Base=100 on Dec 29,1978
panies to secure high layers of catastrophe rein- pnately addressed An index or benchmark also the interminghng of the capital markets wlll re- Source Nordby International Inc
surance covers at what they deemed to be rea- wlll be needed, at least Initially, to enable the sult lit some margin detenoration, which lends
sonable pnces has spurred interest in the secun- buyer to ascertam the relatave value of the trans- itself to further consohdation in the reinsurance
tization of catastrophe risks action vs alternatives mdustry We also should note that secuntizabon PCS catastrophe options

It would be naive not to beheve there ultimate- The continuation of a soft pricmg envronment need not be confmed to catastrophe nsks or to
ly will be some melding of the insurance and m the property/casualty industry could delay the the rensurance mdustry
capital markets However, effective utilization of implementation of a securitized issue of any sub- As of March 7

the concept could be years away stance The CEA bonds are a case in point Call Pnce Call Price

' spread bid/ask
Indeed, recent failed attempts to sell "act of Furthermore, questions related to rating agen-

spread bid/ask

God" bonds and the decision by the Callfornia cy perspectives, tax issues and how the regula- Myron M Picoult m a   Eastern September 1997 California Annual 1997

Earthquake Authonty to use traditional reinsur- tors wlll handle the Instruments must be ad- vp and sentor msurance 40/60 3 1/3 9 40/60 -/39

ance vs $15 bilhon of earthquake nsk bonds dressed Also, to what extent wlll the use of these analyst at Wasserstein 60/80 2 4/3 5 80/100 -/1 8

(BI, Nov 25, 1996) underscores the 1nltial dlffl- tools that spread rlsk to the capital markets 1 Peretta Secunties Inc m
80/100 2/2 5

culties the purveyors of risk secuntazatlon face make government backstops less important? New York He m the past National Annual 1997 Western Annual 1997

At this juncture, there may well be a discon- Flnally, accounting issues have to be ad- president Of the Assn Of 80/100 4/6 5 40/60 23/35

nect "Wall Street purveyors" may not fully un- dressed Will the accountmg basis mirror that Insurance & Ananceal 120/140 2 5/4 2 80/100 1 3/2

derstand the concept of msurance risk diversift- which is apphed to Insurance derivatives? Will Analysts and a member
catton Care must be taken to ensure that a secu- the accounting method be basis accrual, histon-

June MIdwestern 1997
of the New York Society

10/20 1 4/1 7

ntized product does not shake investors' confi- cal cost, pure mark-to-market or a modifted of Secunty Analysts

Total volume 46 Total open Interest 11,835

For information on PCS cat options, call the Chicago Board-of

Superfund
polluters themselves pay their fair share of the White House and both chambers of Congress in Trade at 312 435 3674

costs of cleanup We belleve that is not some- 1994, attempts to reauthorize the program Source Chicago Board of Trade
thing that American taxpayers w11 tolerate- failed
nor should they be expected to," said Ms Sen Chafee also asked Ms Browner to recon-

Contmued from page 2 Browner sider her accusations that suggested hablhty re-
British Issues

March 7 Price P/E DIv Yield 52 weekeral hability under most circumstances Gener- After detaihng other problems the adminis- forms in general and those of S 8 m particular
ators of small amounts of waste would be ex- tration has with S 8, Ms Browner asked the violate the prmciple of"polluter pays " Companies pence pence % high-low

empt from hability, and other dumpers that subcommittee "Why don't we get everyone to- The administration already has violated that Comml Union 730 12 0 29 0 51 759--550

agreed to abide by the independent allocator's gether, pull out a blank sheet of paper and draft principle by advocatmg that contributors of Gent Accident 852 93 31 7 46 876--612

apportionment of hability would be free of hav- a Superfund reform bill that recogmzes the small waste amounts be exempt from cleanup Gdn Royal Exch 287 48 93 39 301-218
Independent 691 12 4 120 22 697-373

ing to pay for cleaning up more than their share progress that we've made, addresses the re- hability, he said Royal & Sun 488 90 190 48 515-349

Those that refused to accept the allocator's mammg problems and sets the program on the "You've taken lt upon yourself" to exempt Brokers

division and subsequently were found responsi- rlght course for the future-with an ultimate certain parties, said Sen Chafee to Ms Brown- Bradstock 66 12 C, 5 7 9 7 81--54

ble for at least that portion of the cleanup costs goal of ndding our nation of hazardous waste er The senator said that he and other S.8 sup- Fenchurch 66 NA 55 109 142-46

would be subject to Joint and several hability sites and protechng the pubhc health?" porters have "also removed some, and you don't CE Heath 105 126 45 54 115-74

for cleamng up pollutants for which no finan- Several senators noted dunng the hearing like it" JIB Group 160 NA 98 63 160-98

cially solvent responsible party could be found that S 8 represents the third time since 1993 Ms Browner rephed that, "We all agree that Lloyd Thmpson 202 NA 100 63 206-167

However, Ms Browner held that the measure that Congress has attempted to reauthonze the the largest polluters should pay their fair share
Lowndes Lmbrt 104 121 84 100 150-102
Nelson Hurst 144 95 81 71 206-143

goes too far to be acceptable as a consensus Su- Superfund program and the httle people" should be exempt The Sedgwlck Grp 130 10 9 98 79 152-115
perfund reauthorization bill Sen John Chafee, R-R I, and chief co-spon- question is where to draw the hne in the middle Steel Brl Jones 28 75 38 146 48-28

"S 8'snumeroushabihty exemptions and hm- sor with Sen Smith of S 8, pointed out that when determining which polluters should be let Willis Corroon _154 10 9 _66 63_ 169--117

its basically reject the notion that the largest even when the Democratic Party controlled the off the hook, she said Ill'_ Source Nordby Internabonal loc

EU Industry Stock Report MARCH 3, 1997, THROUGH MARCH 7, 1997

I..; b

BROKERS
Weekly Year to date Year to date Weekly Year to date Yeartodate Weekly Year to cate Yearlo date

Prlce % change % change High Low Vol (000) Price % change %change High Low Vol (000) Price % change %change High Low Vol(0)00))
Acordla Inc NYS 32 50 156 1207 33 75 27.25 42 Everest Reinsurance NYS 31 63 0.40 10.00 32.75 21 38 796 St Paul Companies NYS 7023 4 07 19 83 71.75 50.13 861

E W Blanch Holdings Inc NYS 2300 110 1429 25.50 17.75 37 Executive Risk Inc NYS 47 50 130 28.38 49.00 2925 102 SAFECO Corp NDQ 4100 180 3.96 44.00 30 88 2527

Gallagher Arthur J & Co NYS 31.88 3.66 282 3950 2913 146 EXEL Ltd NYS 42 88 2.83 1320 45.13 31 75 1263 Se,bels Bruce Group NDO 181 938 12.12 3.13 181 139

Hilb Rogal & Hamilton NYS 13.38 0.00 094 1400 11.38 175 Fremont General Corp NYS 3000 3.90 3.23 3163 2150 325 Selective Ins Group NDQ 41.38 149 883 4350 31.00 217

Kaye Group Inc NDO 5.13 250 2.38 7.63 463 0 Frontier Insurance Group NYS 4350 0.58 13.73 4350 30.13 112 Sphere Drake Holdings NYS 9.75 263 985 1175 8.13 1201

Marsh & McLennan NYS 120.38 2.88 15.75 123.00 8800 959 Gainsco Inc NYS 950 4.11 1.30 11.75 875 200 TIG Holdings NYS 36.00 070 627 3800 27.00 715

Poe & Brown NDO 2650 2.75 0.00 2750 22.75 19 GCR Holding Ltd NDO 24.38 2.09 955 2725 21 50 343 Titan Holdings Inc NYS 1700 5.43 303 1788 1250 63

BROKERS AVERAGE 128 6 21 General RE Corp NYS 172 50 169 9 35 177.75 138.75 691 Toklo Marine & Fire NDO 53.75 1054 1528 6900 4200 502

Gryphon Holdings NDQ 14.75 4 42 442 1975 1200 157 Torchmark Corp NYS 5963 127 1807 5963 4025 1281
INSURERS/REINSURERS Guaranty National Corp NYS 18.00 070 7.46 18.13 1338 24 Transatlantic Holdings NYS 86.88 2.96 792 86 88 62 38 67

ACE Ltd NYS 64.75 -038 7.69 65.75 40.50 494 Harleysville Group NOO 3100 3.33 1.64 3150 2450 131 Travelers Aetna Property NYS 3622 1.36 2 47 39.63 23.13 783

1 Acceptance Insurance Cos NYS 2250 651 1392 2250 14.13 250 Hartford Steam Boiler MYS 4625 109 -027 51.13 42 75 286 Travelers Corp NYS 553E 3.26 22.04 5838 2838 7374

AEGON N V NYS 6875 280 870 6875 41 75 125 HCC Insurance Holdings NYS 2463 0.00 2.60 3275 19.13 408 Trenwick Group lic NDQ 50.25 2.03 865 5425 4600 165

Aetna Life & Casualty NYS 8988 8.12 1234 8988 5538 3427 IPC Holdings Ltd NDO 26.13 663 16 76 26.13 1900 663 Unico American Corp NDQ 1038 235 460 11.00 650 13

AFLAC Inc NYS 41 25 217 3 51 4400 2825 1145 ITT Hanford Group NYS 76.75 233 1370 81 00 44 50 1887 Unionamerica Holdings NYS 1663 2.31 -63 2075 1475 71

Allied Group Inc NYS 34.88 4.10 690 3538 22.38 201 LaSalle Re Ltd NDO 2925 174 0.00 2950 1975 409 United Fire & Casualty NDO 3400 264 35E 4000 2925 8

Allmerica Prop & Casualty NYS 31 63 0.80 4.12 3225 2500 332 Lincoln National NYS 5963 258 1357 5988 40 75 791 Unitrin NDQ 5425 0.46 2.69 5638 4425 204

Allstate Corp NYS 6700 5.72 15.77 6800 37.38 3604 MAIC Holdings Inc NYS 3538 217 4.43 36.00 2825 40 UNUM Corp NYS 76.63 -033 6 06 79 63 55 38 778

AMBAC Indemnity Corp NYS 6888 318 3 77 70.38 46.38 527 Markel Corp NDO 10950 046 21 67 11275 78 00 62 US Facilities Corp NYS 1950 196 -064 2038 1488 92
American Bankers Ins NDO 58.50 6.12 1443 59.50 32.50 368 MBIA Insurance Group NYS 9950 192 1 73 104 63 70.13 621 USF&G Corp NYS 22 38 456 7.19 23.13 14 25 2464

American Financial Group NYS 37.38 -033 -099 38.88 2850 415 Meadowbrook Insur Group NYS 23.50 9.30 1190 34.13 1525 77 USLIFE Corp NYS 4838 157 4549 4863 2688 785
American General NYS 4363 0 58 6.73 4463 32.88 1778 Med Ocean Ltd NYS 47.75 3.54 905 5538 35.50 575 Vesta Insurance Co NYS 38.50 160 2271 41 50 2450 238

American Heritage Life Ins NYS 26.13 048 448 27.75 19.00 20 MMI Cos Inc NYS 2500 9.89 22 48 3338 22.50 580 Washington National NYS 2863 044 409 3075 25.13 76

American Indemnity/Fin I NDO 1338 094 3049 1400 9 38 27 Mutual Risk Mgmt Ltd NYS 36.13 212 236 37.25 2688 185 Zenith National Ins NYS 27 50 3 77 0.46 2888 2350 112

American International NYS 125.25 351 1570 12963 88.13 3440 NAC Re Corp NYS 3963 7.82 1697 4063 28.50 219 Zurich Relnsurance Centr NYS 3850 033 23.20 3875 2838 102

, Aon Corp NYS 66.38 4.73 6.84 66.38 47 50 897 Navigators Group NDQ 17.88 338 205 2025 15.75 15 INSURERS/REINSURERS AVERAGE 189 7.25
Argonaut Group NDQ 28.88 043 -610 34.25 2725 44 Nobel Insurance Ltd NDO 1200 000 448 1288 1088 37

AVEMCO Corp NYS 2325 211 4880 27 38 11.75 408 NYMagic Inc NYS 2063 185 1458 2088 1700 8 HEALTH MAINTENANCE ORGANIZATIONS
Baldwin & Lyons Inc NDQ 1738 000 5.44 2075 14.25 41 Ohio Casualty Corp NDO 4050 2 21 1408 41 75 3000 820 Healthsource Inc NYS 2075 -060 5810 40.38 975 10114

BeAdeyWR Corp NDO 5338 389 5.17 5475 4025 528 Old Republic Int'I NYS 2700 0.46 0.93 27.75 2013 420 Humana Inc NYS 2263 1529 1908 27.00 1500 9812

Berkshire Hathaway Inc NYS 37300 00 5.07 938 3800000 30000.00 1 Orton Capital Corp NYS 6500 156 6.34 67.75 4263 160 Oxford Health Plans NDO 6188 1099 5.66 6238 27 69 10296

Capital RE Corporation NYS 4475 3.47 402 4688 3250 61 Partner Re Ltd NYS 35 25 6.82 368 3625 25.63 646 Pacificare Health Sys NDO 8400 500 3.38 98.75 59 63 307

CapMac Holdings Ltd NYS 32 50 -0.76 189 3688 23.25 71 Penn America Group Inc NDQ 1838 2.65 1395 1950 1200 19 Safeguard Health Enter NDQ 1450 169 17.14 2250 1200 7

Capsure Holdings Corp NYS 1150 4.55 0.00 1888 8.00 238 Philadelphia Cons Holding NDO 2888 253 24.19 3025 16 75 22 Sierra Health Senices NYS 27.75 5 21 1269 3588 2238 428
Chartwell Re NYS 27.13 1.36 140 2838 1988 14 PXAE Corp NYS 2550 1.45 3.03 27 00 2225 96 United Healthcare Corp NYS 5375 750 19 44 67.38 30 00 5882

Chubb Corp NYS 5975 1.92 11.16 5975 40 88 3476 Reliance Group Holdings NYS 11.75 9.30 28.77 1175 6 50 2235 Wellpoint Health Networks NYS 42.75 -029 2436 43.13 23.38 1051

CIGNA Corp NYS 15550 172 1382 16163 10075 1668 Rellastar Financial Corp NYS 63.75 262 1039 6375 4000 555 HMOs AVERAGE 518 1570

CNA Financial Corp NYS 11350 202 607 11750 9575 166 AenaissanceRe Holdings Ltd NYS 3825 1.32 1591 4025 2675 83 ALL COMPANIES AVERAGE 278 9 72
EMC Insurance Group Inc NDO 1188 000 104 1450 10.13 119 Risk Capital Holdings NDO 1706 380 11.94 2075 1588 1032

Enhance Financial Services NYS 3650 580 0.00 37.13 2450 254 RLI Corp NYS 3463 0 36 3.75 3663 2238 49

Top advancing Issues Humana Inc , Oxford Health Plans, Toklo Marine & Fire Leading decllners Selbele Bruce Group, Mid Ocean Ltd , Navigators Group Most active Issue Oxford Health Plans The Bl Index rose 3 2%, the Dow Jones 30 Industrials
gained 1 8%, the S&P 500 increased 1 8% and the NYSE Composite gained 20% Average P/E Brokers, 17 2, Insurers/reinsurers, 34.7, HMOs, 29 6 System design Nordby International Inc
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WITH OUR POLICYP OLDERS */VE ARE ENGAGED IN A SREAT MUTUAL ENTERPRISE. IT IS GREAT BECAUSE IT SEEKS TO PREV«iNT CP IPPLING INJURIES AND DEATH BY REMJVING -HE CAUSES OF HOME, HIGHWA'- FND WORK ACCIDENTS. IT
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Liberty Mutual is committed to reducing the impact of Iow back pain, so someone like Joe won't

miss work, or the occasional piggyback ride with daughter Lisa. At our research center we analyze

how variations in bending habits can affect the risk of low back pain. Our research has led to

innovative products like Computaski a software program we use to evaluate workplace tasks and

help recommend ways to ensure that Joe and daughter Lisa live safer, more secure lives. g;
> There'd more information we') like to dbare. So pleade call Jobn Ryan LIBERTY

MUTUAL.*K'

at (6175574-5842 or vi.,it our webditeat bttp://www.libertymutual.com reree,loinc#1.A]ert-9
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