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Shalala gives Oregon the nod
to proceed with health reform

SALEM, Ore.-Oregon will be able to
proceed with its universal coverage plan
after U.S. Secretary of Health and Human
Services Donna Shalala agreed Friday to
waive Medicare regulations for the state,
subject to some conditions.

"States (must have) the flexibility to de-
sign new approaches to their local prob-
lems, provided that these proposals meet
federal standards,” Ms. Shalala wrote to
Oregon Gov. Barbara Roberts.

By funding many services in a standard

Continued on next page
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Blizzard claims may hit $800 million

Businesses fare better than home, auto owners
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The mountains of snow left behind by the East Coast blizzard likely
will translate into an avalanche of claims for property insurers.

By MICHAEL SCHACHNER
and SARA MARLEY

Businesses are dusting off the

snow and emerging relatively
unscathed from the Blizzard of

'93.

Much of the estimated $800
million in insured damage from
the far-reaching storm is ex-

pected to be from homeowners
and auto insurance claims.

Most of that total-$425 mil-
lion or more-was believed to be
concentrated in Florida, Georgia
and Alabama. Georgia alone suf-
fered $116 million in total in-
sured damage, estimated Tim
Ryles, the state insurance com-
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missioner.

Indictment alleges

Bel-Aire's Blumeyer
bilked policyholders

By DOUGLAS McLEOD

ST. LOUIS-Insurance executive Arthur A. Blumeyer Ill and four
others are facing federal charges that they bilked policyholders out of
$43.5 million in premiums using a series of fraudulent insurers, in-
cluding the now-defunct Bel-Aire Insurance Co.

A 34-count indictment issued last week charges Mr. Blumeyer
and others with using phony assets in 1987 to obtain a license
for Missouri-based Bel-Aire, which primarily wrote business for

about 20 risk purchasing groups.

The defendants then used fraudulent financial statements to rake in

millions of dollars in premiums for Bel-Aire and several offshore in-
surers owned by Mr. Blumeyer, who personally siphoned off $4.9 mil-

Lion, prosecutors allege.

Also named in the indictment is Dewey G. Crump, a former state
legislator and ex-chairman of the Missouri House Insurance Commit-
tee. Mr. Crump is charged with taking at least $110,000 from Mr.
Blumeyer to slow down Missouri Insurance Department investiga-

tions of Mr. Blumeyer's companies.

Despite hurricane-force winds

Cat losses, profit plunge
may hasten market turn

By JUDY GREENWALD

The record level of catastrophe claims in
1992-and the already-mounting disaster losses
of 1993-are causing many industry
executives and analysts to predict a

and unheard-of snowfall in some fare so well. Personal lines
areas of the South, commercial

damage did not appear as great
as it could have been.

losses, especially in Southeastern
states ill-equipped to deal with
two feet of snow and subfreezing
The March 12-14 storm hit the temperatures, are expected to
take another swipe at insurers
still suffering from Hurricanes

Andrew and Iniki.

entire Eastern seaboard and

spread as far west as Mississippi,
Tennessee and Western Pennsyl-
vania. State Farm Group estimated
late Friday the the 95,000 ho-
meowner claims it expects to re-

ceive will cost it $177 million.

Utilities reported damage to
power lines and some manufac-
turing plants had roofs cave in,
but insured losses were few and The Bloomington, lll.-based in-
far between north of the nation’'s surer does not purchase reinsur-

ance.

capital. Businesses and home-
owners both apparently heeded

the early warnings of national
and local weather services.

Nationwide Mutual Insurance
Co. estimated its gross storm
losses at $88.2 million, mostly
from wind and tornado damage
to homes and cars.

The Columbus, Ohio-based in-

surer had received about 27,000

Generally, only transportation
companies like airlines, railroads
and trucking firms were shut
down completely over the blus-
tery weekend.

Insurance companies did not

claims by the end of last week
Continued on page 21

Is the end mnear”?

there's not much left in many insurers' portfolios
to sell at a profit, some suggest. That situa-
tion will further pressure insurers to raise rates
for all lines of coverage, not just property in-

Insurers' 1992 results, coupled with the short-
falls in loss reserves, "sooner or later has to
catch up,"” said Michael Crall, president and
chief executive officer of Argonaut Insurance
Co. in Menlo Park, Calif.

Insurers will study their year-end

. - PROPERTY/
broad turn in the commercial prop- results and reflect upon the fact that
erty/casualty insurance market within CASUALTY there may not be a lot more opportu-
a year. INSURERS nity in 1993 or beyond to reap rea-
While some observers for years have lized capital gains. After that process,
refused to predict an immediate turn 1 992 "We should begin to see a return to
in the market, the effect of catastro- basic underwriting and pricing," said
phe losses combined with low rates, David McDonald, senior vp and chief

RESULTS

ongoing reserve concerns, diminished
cash flow from low investment returns

Continued on page 23

and anemic premium growth are caus-

ing them to forecast a marked shift in prices.
And, while insurer profits have been boosted

for the past two years by realized capital gains,

underwriting officer for the Royal In-
surance Group in Charlotte, N.C.
Once senior management makes the

decision to increase prices, however, it will take
another two to three months before the order

Continued on page 15

Managed competition pays off in Minnesota

By CHRISTINE WOOLSEY

i MINNEAPOLIS-Naysayers who con-
tend managed competition won't work as a
health care reform strategy may want to
take a close look at Minnesota.

,The group health insurance program for
state ennployees has saved the state a
whopping $23 million since 1991, including
$12 million in 1993 alone.

In fact, the Minnesota Legislature, im-
pressed with the plan's success, has author-
ized the state to create and administer a
similar group purchasing arrangement for
small and midsize employers.

The state's health care cost containment
policy may not have been born as "man-
aged competition," but the 5-year-old pro-
gram certainly resembles that health re-
form model. And policymakers in
Washington are taking notice.

Congressional Budget Office Director
Robert Reischauer recently reviewed Min-
nesota's managed competition approach.
Before reviewing the Minnesota program,
Mr. Reischauer "indicated there was insuf-
ficient evidence in his mind that savings
could be achieved through this approach,”
said Robert Cooley, the state's manager of
employee insurance.

And, earlier this month a representative
from the state's employee insurance divi-
sion met with staffers of the Task Force on
National Health Care Reform to describe
the program, Mr. Cooley noted.

Minnesota's experience is an example of
how managed competition can work. In
general, the strategy relies on big groups of
customers banding together to buy health
care at more reasonable prices.

What sets the state's program apart is
that it has taken managed competition be-
yond mere theory and has actually achieved
results, pointed out Steve Ogren, a princi-
pal in the Minneapolis office of Deloitte &

Touche, which helped the state design the
program.

"Five years ago when we set this up, we
didn't call it 'managed competition.' We
didn't think up a name for it. We just felt
we were doing the right thing," he said.

The state was hit with a serious health
care cost crisis in 1988, when its indemnity
plan faced a staggering $50 million deficit.
Although the state offered several health
maintenance organizations, most of its
140,000 covered lives belonged to the self-
insured indemnity plan, administered by
Blue Cross & Blue Shield of Minnesota.

Continued on page 20
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Oregon given Medicare-waiver

Continued from previous-page- _ ——= -«<— - .——+ ~ —— <

Medicaid plan--but eliminating coverage for hundreds of other ser-
vices--Oregon hopes to extend coverage to 120,000 more poor peo-
ple in the state.

The waiver is to run from April 1 through 1998, subject to annual
renewal. Foremost among the waiver conditions is that the state
rerank its medical service priorities disregarding certain data speci-
hed by the waiver order. Gov. Roberts immediately accepted the
conditions. State officials added that the new rankings will not differ
much from the old.

Oregon's initial waiver request was denied last year by the Bush
administration, which cited concern that the rationing program
would violate the Americans with Disabilities Act (BI, Aug. 10, 1992).

Allstate announces IPO

NORTHBROOK, lll.-Sears, Roebuck & Co. hopes to raise as
much as $2.33 billion by selling up to 19.9% of its Allstate Insur-
ance Co. unit in a planned initial public offering.

A registration statement filed last week with the Securities and
Exchange Commission says newly formed Allstate Corp., Allstate
Insurance Co.'s parent company, will sell up to 89.5 million shares
at a proposed maximum offering price of $26 per share. The SEC
has not yet approved the statement.

The offering is part of a financing plan developed in response to
Allstate's $1.65 billion in aftertax losses from Hurricane Andrew (BI,
Oct. 5, 1992). The losses contributed to a drop in its statutory surplus
to $4.77 billion at year-end 1992 from $5.42 billion at year-end 1991.
The goals of the plan are to increase Allstate's statutory surplus by at
least $950 million and to retire almost all the $1.8 billion of Sears’
short-term debt that Allstate Corp. assumed when it was capitalized
earlier this month. A $600 million debt off ering is also planned.

Commercial insurance constitutes about 7%, or $1.43 billion, of
Allstate's 1992 statutory written premiums.

Guilty pleas in insurance fraud

LOS ANGELES-Two brothers who are the principal defen-
dants in what prosecutors say is the largest medical insurance
fraud scheme ever uncovered have pleaded guilty to bilking insur-
ance companies of at least $80 million.

Michael Smushkevich pleaded guilty last week in U.S. District
Court here. His plea came after his brother, David, pleaded guilty
under an agreement made with the prosecution last month but not
revealed unN last week because of a gag order.

The brothers ran medical clinics and mobile diagnostic labs in
Southern California. They solicited patients with offers of free physi-
cal exams, then billed insurers for up to $1 billion in unneces-
sary tests, prosecutors alleged (Bl, Sept. 9, 1991).

Insurers paid only a fraction of the claims.

Michael Smushkevich had maintained he was innocent after being
indicted in 1991 on more than 150 counts of fraud and racke-
teering. He pleaded guilty last week to nine federal counts of mail
fraud, money laundering and other crimes.

Four other defendants in the case have also changed their pleas
to guilty on certain counts. Three other defendants are fugitives.

The only defendant not at large still maintaining innocence, Palos
Verdes physician William Kupferschmidt, is scheduled to be tried
April 13.

Employer liable in ADA suit

CHICAGO-A jury hearing the first job-discrimination lawsuit
under the Americans with Disabilities Act awarded $572,000 in
damages to the executive director of a security firm who was fired
after a diagnosis of brain cancer.

The US. District Court jury last week awarded Charles H. Wessel
$22,000 in back pay and benefits and $50,000 in compensatory
benefits. In addition, it awarded $500,000 in punitive damages,
equally split between two defendants: Chicago-based AIC Security
Investigations Ltd. and company president Ruth Vrdolyak, the widow
of former Chicago Alderman Victor Vrdolyak.

The jury was not told about caps in the ADA that may limit Mr.
Wessel's recovery to $222,000, though $422,000 is possible if courts
determine the caps apply to each defendant, said Allison Nichol, an
attorney with the Equal Employment Opportunity Commission in
Chicago.

The EEOC, which filed the suit, argued that Mr. Wessel, 59, was
able to perform the essential functions of his job when he was fired
July 29, 1992, four days after the ADA went into effect for employ-
ers with at least 25 employees.

"It's a great victory for the disability community and a great
verdict for Charles Wessel, though bittersweet because he is sick,"
Ms. Nichol said.

Neither defendant was insured for the judgment, a defense attor-
ney said. An appeal is expected.

State comp regulation upheld

SAN FRANCISCO-ERISA does not pre-empt state workers com-
pensation regulation of companies that offer workers comp benefits
through self-insured plans, a federal judge has ruled.

In dismissing a lawsuit by a California employee leasing firm, U.S.
District Court Judge Stanley Weigel said workers comp regula-
tion is a "traditional and proper exercise of state power" and it would
be "judicial legislation, not interpretation, to read into ERISA any

Continued on page 22

Walbrook policyholders
tolget Iimited payments

By STACY SHAPIRO

LONDON-Thousands of poli-
cyholders that bought casualty
coverage through the H.S. Weav-
ers (Underwriting) Agencies Ltd.
line slip will receive no more
than 45 cents for every dollar of
claim from five insolvent insur-
ers on the defunct line slip.

However, a House of Lords
hearing this week will determine
whether U.S. professionals who
bought coverage from the insur-
ers, including Walbrook Insur-
ance Co. Ltd., will be able to
recover 90 cents on the dollar
through a British guaranty fund.

Last week, the provisional lig-

uidators of the "KVWELM" com-

panies for the first time spelled
out formally for policyholders
the status of the five insolvent
insurers.

The companies, which all pri-
marily wrote U.S. casualty busi-
ness through the Weavers line
slip, are: Kingscroft Insurance
Co. Ltd., Walbrook, El Paso In-
surance Co. Ltd., Lime Street In-
surance Co. Ltd. and Mutual Re-
insurance Co. Ltd.

Provisional liquidators were
appointed for the KELM com-
panies in March 1992 and for
Walbrook in August of last year.

The KELM companies stopped
underwriting in January 1989

and stopped paying claims in
March 1990, when Walbrook
stopped underwriting. Walbrook
stopped paying claims in May
1992.

"Collectively we estimate that
the companies have at least
100,000 policyholders who have
actual or contingent claims
against the companies, presently
estimated to be in excess of $5
billion," said joint provisional
liquidators lan Bond and Chris
Hughes, partners at accountant
Cork Gully, and Gareth Hughes,
a partner at Ernst & Young.

The provisional liquidators
recommend a single scheme of

Continued on page 4

NAIC breaks ties with insurers

By MEG FLETCHER

NASHVILLE, Tenn.-State in-
surance commissioners are mak-

ing deep cuts in the umbilical

cord of free in-

vice that consumer groups and
others say has sustained them for
too long.

The National Assn. of Insur-

sSurance com-—

pany food,
drink and ad-

ance Commissioners voted at its

meeting in Nashville earlier this
month to stop regulators from

Regulators to limit
industry hospitality

as well as advice

soliciting industry funding for
convention-related events like a
host committee, commissioners’
dinner and gift, and dance.

The NAIC now will pay for
some of these events itself.

Also targeted for change are
the NAIC's formal advisory com-
mittees, which are often domin-

ated by insurance industry inter-
ests. Those advisory panels have
been disbanded, though NAIC
subgroups still will be able to
seek outside technical advice and
public comment.

Advisory committees have
been singled out in recent years
as a sign of undue insurance in-
dustry influence over regulators,
even though regulators often re-
jected the committees' sugges-
tions.

Explaining the changes, NAIC
President Steven T. Foster said,

Continued on page 10

Kemper National to buy NATLSCO, Kemper Re

By DAVE LENCKUS

LONG GROVE, lll.-Kemper National Insurance
Cos. will improve its workers compensation ser-
vices and boost its earnings potential by acquiring
Kemper Corp.'s loss control and Kemper Reinsur-
ance Co. units, company officials and analysts

agree.

In a deal announced last week, Kemper Na-
tional's Lumbermens Mutual Casualty Co. unit
would exchange 17.4 million shares of Kemper
Corp. stock it owns for Kemper Re and Kemper
Corp.'s 50% stake in National Loss Control Service

Corp.

Kemper National already owns the other half of
. . W & < — < > _

The transaction, which is expected to close Aug. 1
if approved by regulators, would reduce Lumber-
mens' stake in Kemper Corp. to 4% from 37.9%.

Explaining the reasons behind the NATLSCO ac-
quisition, Kemper National Chairman and Chief

Executive Officer Gerald L. Maatman said the

property/casualty insurer is losing workers com-
pensation business from employers now self-insur-
ing their workers comp risks. NATLSCO, which
provides medical cost containment and other risk
management services, will help Kemper National

Continued on page 4

Property loss control firms to be listed

, The June 7 issue of Business
Inbutance will contain the an-

nual, directory' of property loss
.control consultants. The issue

will also, feature a Spotlight
.Raport on pr6perty loss coritrol

«*,jl,Agurers, brokers and other

'»tirmax»that provide loss preven-
tion inspections, building plan

Inside

/ Blue Cross & Blue Shield of Minnesota will not contest

reviews, loss prevention re-
search, training seminars and
other loss control consulting
services are eligible to be listed
in the directory if their services
are provided on a fee-for-ser-
vice basis.

The directory is published as

an editorial service. There is no

charge to be included, but or-
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for a breast cancer patient. PAGE 6
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ganizations first must complete
and return the Bl questionnaire
by April 26.

If your organization provides
property loss control services
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- : A better way to handle claims
Face-to-face contact will make statements throuqh the mail  of property losses have proved to re-

P and on the phone thatthey will never, duce claims costs, according to Mr
may Stop Claimants ever say face-to-face Minix

- =, "Moreover, there's a comfort and Furthermore, "the vital element of
from 'upping ante' trust that can be developed in face-to- customer service should not be under-

face negotiations with people that day valued," he pointed out
By JOANNE WOJCIK after day IS lost by disembodied inter- The impression of person-to-person
changes between companies, policy- contact on the thousands of exchanges
Pas SAN FRANCISCO-Impersonal nolders and claimants on the tele- between individuals and claims adjust-
claims hand“ng practices are contri- phone" ers will be a factor in future insurance

buting to the insurance fraud explo-
sion, a claims expert says

Many insurers are centralizing
claims handling to streamline opera-
tions and improve cost-efficiency, but B r( )ke r rea dy t( > Ia n( :h
instead they may be adding to their u
claims costs, says Forrest L Minix,

.

president and chief executive officer of : 24 h m t
Atlanta-based Crawford & Co O u r Cove r expe rl e n

"Whether or not this (centralizing)

Personal inspections and estimations Contmued on page 19

strategy has been as cost-effective as SAN FRANCISCO-A mid-sized Compensation is still ironing out the
predicted is a controversial subject, California broker IS gearing up to details, Andreini & Co 's benefits
especially where third-party liability provide 24-hour coverage to em- department already is preparing se-
claims are concerned,” he said ployers in four counties where the minars for companies with employ-
While small, simple claims can be program is expected to be tested this ees in the four counties, said David
dealt with by phone, more complicated year Hoskins, president of the San Mateo,
third-party liability and workers com- Under A B 3757, signed into law Callif -based broker
pensation claims should be handled in by Gov Pete Wilson last year, up to "We've been working very hard
person to dissuade claimants from. up- four pilot projects will study the with our benefit people on this
ping the ante, he advised feasibility of 24-hour coverage product," Mr Hoskins told a group
"l am pretty well convinced that The law gave Casey L Young, ad- of industry executives attending the
much of the fraud in workers compen- ministrative director of the Division recent National Insurance Sympo-
B i bames Foundanon (Srea) Freneh palinas from ine Barnes sation and liability claims is fostered of Workers Compensation, discre- sium Leadership Conference spon-
pressionist, Post-Impressionist and Early Modern) . . . .
by the lack of personal contact and on- tion to pick the four counties for the sored by Russell Miller Inc The
Picasso's 'Acrobat and Young Harlequin' is part site, face-to-face investigation of these program The only criteria were that meeting was held March 7-9 in San
of the exhibit that may receive federal coverage. claims,"Mr Minix told industry exec- one county be in Northern Califor- Francisco
utives attending the recent National nia, one be in central California and Essentially, what it's golng to do
Insurance Symposium Leadership Con- two counties be in Southern Califor- 15 allow four counties in the state of

ference, sponsored by Russell Miller nia California to officially become 24-

Fed e ral p I a n Inc in San Francisco The division last week named Los hour managed care counties,”" he

"There is no substitute for the appro- Angeles, Sacramento, San Diego and said
priate in-person presence of a real-live Santa Clara counties The four counties selected are

ta p ped to Cove r trained adjuster or nurse to control the Although the Division of Workers Continued on page 19

total cost of a claim," he said "People

art exhibition ) .
Weighty rules crush pension plans

By NANCY P. JOHNSON

By JERRY GEISEL benefit plans between 1988 and 1990. cited business considerations
WASHINGTON-Art museums and fine art m- By contrast, a decade ago, govern- It isn't surprising that government
surers are awaiting the resolution of a dispute over The heavy hand of government regu- ment regulations were not as signifi- regulations have become a maior factor
whether a federal program should cover U S. mu- lations is the top reason why employ- cant a cause in terminating defined in employers' decisions to terminate
seums for domestic art exhbits. ers, especially smaller firms, are ter- benefit plans defined benefit plans
If approved, more museums are likely to apply minating their defined benefit pension When actuaries were asked about During the mid- and late 1980s, Con-
for coverage under the free program, which until plans, a survey finds their recollections of the primary rea- gress passed a slew of measures making
now was used only to cover foreign art exhbits At the same time, employers drop- son plan sponsors dropped their plans administration of defined benefit plans
shown m the United States This would save mu- ping defined benefit plans often are not between 1980 and 1982, only 13% of ac- more complex and expensive
seurns hundreds of thousands of dollars m msur- setting up new plans And when new tuarles cited government regulations Those measures, among other things,
ance costs for traveling exhibitions plans are established, they often are The majority of the respondents, 52%, created new and vastly more complex
But, if government indemmfication is widely less generous than the non-discrimination rules
used to replace pnmary insurance, it could lower old ones for the plans; sharply
fine art Insurance capacity, one Insurer warns. Twenty-nine percent _ limited employers' abil-
The dispute stems from a meeting last month, at of actuaries surveyed by - - - = 1ty to reduce retirees'
which the Federal Council on the Arts and Hu- The American Academy - == _ - - - - o _ - pension benefits by a
manltles voted to approve an apphcation from the of Actuaries cited gov- - - O.0. . . ,. portion of their Social
National Gallery of Art in Washington for govern- ernment regulations as Security benefits, and
ment mdemnification of a May e*hlbit The exhi- the primary reason eli- changed rules on the
bit meludes 80 American-owned artworks, plus ents terminated their de- . Portion that canceled plans funding of the plans
one work of art from France fined benefit plans Number alle,kefs SM,emd ".: primarily *1*tomotil lion Regrettably, legisla-
The council comprises heads of various gov- That compares with 1-24 41% tors and their staffers
ernment agencies associated with the arts and 23% of actuaries who 25-99 ) have little understand-
culture cited business considera- ing of how more govern-
Federal mdemnification for art exhibits is al- tions, and 22% who said 100-499 23 ment rules are leading to
lowed under the U S. Arts and Artifacts Act, plan costs were the pri- 6 500 or more the demise of the private
Continued on page 16 mary reason clients defined benefit plan sys-
ceased offering defined Continued on page 12
GRAPHIC BYA TRANCHITA
Buyers say satellite rates are out of sight
By STACY SHAPIRO across the board zioni Generali SpA March duction of 5 percentage points in The only way to reduce insur-
But underwriters say it iS not 11-12 in Rome premium rates would have saved ance costs is to eliminate or sub-
ROME-Insurance rates m the possible to reduce rates And, The debate, heard by 370 peo- us nearly $20 million," he said stantially reduce launch failures,
commercial satellite industry are despite risk ple, was sparked by Frederick M In the early days of the space which at the moment is at an
coming under fire from satellite managers' im- Bartlett, vp of finance and ad- industry, insurance was not a "embarrassing” 17% to 20% of
owners and manufacturers who pressions to the ministration and treasurer of Te- significant component of the cost all launches, he said
think underwriters should make iiim. contrary, rates lesat Canada in Gloucester, On- of doing business Rates initially Risk managers can reduce this
more of an effort to bring them and coverages tal'io hovered at 5% to 7% of insured failure level by imposing Strict
down to earth do vary de- "We, as an industry, are facing values quality control measures during
Risk managers want rates for pending on the increased competition from other "However, over the years, our the satellite's construction, mon-
satellite launch insurance to risk, insurers technologies and, as insurance is track record has been such that itoring the manufacturer's and
drop from their current levels of In,F,INM contend such a large component of our today (insurance) has become launch provider's subcontrac-
15%-18% of insured values, espe- Space indus- costs, it is imperative that we one of the three most important tors, and exerting more supervi-

cially for satellites that use reli- try risk man agers and un- dramatically reduce the cost of cost items for satellite opera- sion over selection of the launch
able launch vehicles And, they derwriters debated satellite launch and In-orbit insurance,” tors," said Mr Bartlett "I would vehicle, he said

want rates to be set based on the launch insurance rates at the Se- Mr Bartlett told Generah's suggest to you that it is vital for Penalties could be included in
risk of each satellite and launch venth International Space Con- guests On coverage for Telesat us to reduce the costs of launch launch and satellite contracts for

vehicle, rather than applied ference, sponsored by Assicura- Canada's Anik E satellite, "a re- and in-orbit insurance " Cont:nued on page 12
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KWELM companies

Continued from page 2

arrangement for all five companies that would
pay the creditors interim dividends for estab-
lished claims. But cash assets would be retained
to pay the same interim dividends for future
long-tail claims.

The provisional liquidators say that it is "dif-
ficult” to estimate the potential recoveries poli-
cyholder creditors will receive. However, the letter
states, "It is unlikely that any of the five com-
panies will be able to meet an ultimate total
of more than 40%-45% of each established liabil-
ity and, indeed, the figure may be considerably
less.”

The provisional liquidators are in the final
stages of drafting the scheme of arrangement,
which is expected to be distributed to credi-
tors in July. Formal creditor meetings would then
be held in September, which means that the
scheme "may be implemented by November
1993," the provisional liquidators say.

But there is a wild card in both this timeta-
ble and the estimated dividend payment.

This week, the House of Lords, which acts

as Britain's highest court, will be asked to deter-
mine whether the U.K. Policyholders Protection
Act covers a group of North American doctors,
lawyers and accountants. The act authorizes the
Policyholder Protection Board, which adminis-
ters the British insurance guaranty system, to
pay "private policyholders” with "U.K. policies"
90% of all valid claims if an authorized U.K.

'It is unlikely that any of the five
companies will be able to meet an

ultimate total of more than
40%45% oteach. . .liability,' the

provisional liquidators say.

insurer goes into liquidation.

Exactly which policyholders qualify as "pri-
vate policyholders" and are thus "protected”
under the act is currently the subject of litiga-
tion in the United Kingdom, point out the
KWELM provisional liquidators.

A ruling by the Court of Appeal of England
and Wales last July allows the PPB to pay 90%
of the professional liability claims filed by North
American professionals against the insurers.

The Assn. of British Insurers-whose members
would have to finance any payments-is appeal-
ing this decision this week in the House of Lords
(BI, July 13, 1992; April 13, 1992).

"The timetable is affected largely by the ap-
peal to the House of Lords," say the KWELM
provisional liquidators. If a decision is reached
by June, then the scheme of arrangement should
proceed according to the timetable.

Meanwhile, the joint provisional liquidators
have appointed Victor Earle, senior vp and gen-
eral counsel of Minet Inc., as general counsel for
the KWELM companies in the United States.
Mr. Earle can be contacted at 237 Park Ave.,
19th Floor, New York, NY. 10017; 212-808-6508;
fax: 212-490-6022.

Policyholders and brokers with questions on
individual claims or other underwriting matters
should contact KWELM Management Services
Ltd. (formerly Southwark Run-off Services Ltd.),
40 Bermondsey St., L,ondon SEI 3UD; 71-403-
9951; fax:71-407-5535. m

Kemper

Continued from previous page
provide additional services to in-
sured and self-insured businesses
and meet policyholders' increasing
demand to "coordinate their work-
ers compensation claims activity
with their group health insurance
claims activities," he said.

NATLSCO reported $17.4 million
of pretax net income in 1992 on
gross revenues of $98.9 million.

The acquisition will allow
Kemper National, which wrote $1.5
billion in net workers comp pre-
miums last year, to bring value-
added service to workers comp poli-
cyholders clamoring for cost con-
tainment services, agreed Eric
Simpson, an assistant vp with A.M.
Best Co. in Oldwick, N.J.

Kemper Re's earnings potential
over the next three or four years
is significant, Mr. Maatman noted.
"This is already a year that
reinsurers have been very successful
in implementing high price in-
creases."”

In 1992, Kemper Re wrote $558.8
million in net premiums and re-
ported a net loss of $17 million,
which includes $38.4 million in
losses attributable to hurricanes
Andrew and Iniki. Its surplus stood
at $338.7 at year end.

Kemper National reported $3.1
billion in net written premiums and
a $394.1 million underwriting loss in
1992. It posted $86.2 million in net
income in 1992, while year-end sur-
plus stood at $2.1 billion.

Mr. Maatman said the deal should
"play very well with the rating
agencies" because Kemper National
nearly eliminated its high concen-
tration in a single, albeit well-per-
forming, investment: Kemper Corp.

However, the addition of Kemper
Re "doesn't exactly ameliorate the
higher-risk investment profile,”
noted Douglas R. Lally, an associate
director at Standard & Poor's Corp.
in New York. Still, the deal would
add "a degme of diversification" to
Lumbermens' profile, he said.

S&P on Friday affirmed Kemper
Re's A+ claims-paying ability rat-
ing, removing it from CreditWatch.

"They shipped a passive, over-

sized investment over which

Kemper National didn't have con-
trol and instead received full control
of two operations which relate
closely to other Kemper National
operations," observed Bruce Ballen-
tine, a senior analyst with Moody's
Investors Sen,ice Corp.

Moody's last week affirmed its Al
insurance financial strength rating
for Kemper National. It is reviewing
Kemper Re's financial strength rat-
ing for possible upgrade. And, it
placed Kemper Corp.'s senior debt
rating under review for a possible
downgrade because the deal would
reduce outstanding common stock
to 31.9 million shares from 49.3 mil-
lion shares at year-end 1992.

S&P lowered Kemper Corp.'s se-
nior debt rating to BBB + from A -
and removed it from CreditWatch.

The deal, though, ultimately will
help Kemper Corp. focus on its core
business of financial services, life in-
surance and annuities, Moody's Mr.
Ballentine said. Kemper Corp. last
year said it would sell its two per-
sonal lines property/casualty insur-

Despite Kemper Re's earning po-
tential, it will eventually require ad-
ditional capital, which Kemper
Corp. would rather direct to its core
business, said Steve McConahey,
Kemper Corp.'s senior vp-corporate
development.

Kemper Corp. stock rose $5.37 per
share Thursday to $36.62. At that
price, the 17.4 million shares would
be worth about $638.5 million.

Mr. Maatman said he does not ex-
pect any management changes at
NATLSCO or Kemper Re. Eli



THIS COMPANY CAN

OVERHAULJEI AIRCRAE[ BUT IT COULDN'T
GEI AREITREMENTPLANTO FIY

A, The employees at Bizjet International, one oftheTulsa-based Hardesty Companies, had a profit-sharing retirement

— — plan. But employee enthusiasm for the plan was low.

, tra/wgf\w“!fllﬁ ' "We were convinced our employees would be interested in the benefits of a 401(k), but we didn't have the
| Vi 11117

itiha,dz. ime or the means to administer one.Wausau's answered our concerns;' says Roger Hardesty, Founder
1 #Sitiha,dz. 8{l t th to ad t W 401(k d ys R Hardesty, Found

and President of The Hardesty Companies, including Bizjet, a jet aircraft remanufacturer

VWausau handies the adminis- The plan was so well received, in fact, that Mr. Hardesty switched all his com
tration and paperwork, helps
with employee enroliment, i . .
and reports to employees on panies to the 401(k) plan. It was up toWausau to explain the benefits and help
performance of The Hardesty

Companies' 401(k). enroll the employees.
"Wausau had to understand the diverse audience they were speaking to and the individual needs

of each employee. | didn't go out and try to sell our employees on the benefits;Wausau did that. As a result, employee acceptance
of the 401(k) program company-wide is tremendous'.'

The Hardesty Companies wanted a retirement plan their employees would be S |ALJ SALJ
enthused about. With aWausau administered 401 (k), it took off.

Wausau Insurance Companies, 2000 Westwood Drive, Wausau, Wisconsin 54401 Telephone (715) 845-5211 A Member of the Nationwide® Group
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Benefits play pivotal role in mayoral race

BURLINGTON, Vt.-The city
of 3urlington, Vt., long consid-
ered a liberal pocket within an
otherwise conservative state,
earlier this month voted out its
mayor partly because he sup-
ported a program to extend
health care and leave benefits to
the domestic partners of city em-
ployees.

After 12 years of City Hall
control by the socialist
Prcgressive Coalition, Burling-
tor.'s residents on March 2
elerted the city's first Republi-

car mayor in nearly 30 years. At
the center of the race between

incumbent Peter Clavelle and

Republican challenger Peter
Brownell was Mr. Clavelle's

bac-king of a City Council policy

that made domestic partners of
city employees eligible for the
same benefits as married part-

In January, the 13-member
council voted 9-4 to adopt a do-
mestic partner program similar
to plans in Seattle, San Fran-
cisco and Berkeley, Calif. Part-
ners who registered with the city
as a long-term domestic couple
would be entitled to the same
benefits as a married couple,
under the plan. The plan went
into effect March 1, but only four
city employees had registered as
of last week.

However, at a time when Bur-
lington's leaders, especially Mr.
Clavelle, were asking its 40,000
citizens to pay higher property

Benefit Beal

taxes and to get by with fewer
city services, the concept of the
city providing costly health ben-
efits to the domestic partners of
city workers unexpectedly met
sizeable opposition.

"It's easy to overstate the im-
portance of this one issue, but it
may have been the straw that
broke the socialists' hold on City
Hall," said Craig Fuller, director
of member services for the VVer-
mont Employers Health Alliance,
an employer group based in Bur-
lington.

"This was an important issue,
but of equal importance was the

fact that the Progressives had
control for 12 years and it was
time for a change. | think we
needed more fiscal responsibility
here and that's what Brownell
ran his campaign on," Mr. Fuller
said.

Nonetheless, he added, Mr.
Brownell's victory still came as a
surprise to many Burlington res-

idents.

When Mr. Brownell entered the
race, it appeared as though he
would play nothing more than a
role similar to the one played by
Ross Perot in the presidential
election last fall.

Most observers thought Mr.
Brownell would raise certain inn-
portant issues, but could not gain
enough votes to be elected mayor

of Vermont's largest and most
liberal town.

"l think Clavelle's camp un-
derestimated the importance of
the (domestic partners issue) and
how people would react to more

spending,” said Ed Longe, an ac-
count executive with Skandia
International Risk Management
in Burlington. "On one hand, he
was delivering a message that
money was short and that cut-
backs were necessary. A lot of
people felt that implementing
this type of benefit didn't fit that
message."

The vote was still close-52%
for Mr. Brownell and 45% for Mr.
Clavelle-which Mr. Longe said
indicates that there wasn't over-
whelming sentiment against the
domestic partners program.

-There were a few letters to
the local editors and some other
forms of commentary, but there
weren't any major demonstra-
tions,” Mr. Longe said. "Burling-
ton has always been a fairly
progressive town set amidst a
rather conservative backdrop.
Some people may have opposed
the concept on social or moral
grounds, but my guess is that
most people believed the city just
couldn't afford this type of bene-
fit, not when school funding was
being threatened.”

Ironically, the domestic part-
ners benefit program appears to
have a safe future. Mayor Brow-
nell has not declared publicly
that he will pressure the City
Council to overturn the program.

"It really was a quiet issue
until the day of the election. That
was when it became apparent
that this issue influenced the
way people voted," said Mr.
Longe

-By Michael Schachner

Transplant covered

Blue Cross & Blue Shield of
Minnesota will not contest a
state judge's order to cover a
bone marrow transplant for a
breast cancer patient.

Kandiyohi County District
Court Judge John C. Lindstrom
ruled last month that BC/BS of
Minnesota had failed to plainly
describe an exclusion for experi-
mental procedures in its policy.

The plaintiff, Laura Welle, was
advised by her doctors to un-
dergo high-dose chemotherapy
and a bone marrow transplant to
treat breast cancer.

Ms. Welle-a public school
teacher in Willmar, Minn.-sued
BC/BS of Minnesota after the in-
surer denied coverage for the
bone marrow transplant on the
grounds that it was an experi-
mental procedure excluded by
her policy from the school dis-

trict.

According to court papers, the
exclusion made reference to a
provision concerning major
organ transplants that was not in
her policy, thus making the ex-
clusion inapplicable.

"We maintain that the policy
language was clear,” said a
spokesman for BC/BS of Minne-
sota. He estimated the cost of the
bone marrow transplant at
$150,00010%$200,000.

The insurer attempted to ex-
clude the procedure with very
poor draftsmanship, said plain-
tiff's attorney Michael Hatch of
Hatch, Eiden, Pihilstrom & Gun-
stad in Minneapolis. The proce-
dure will only cost about
$80,000, he said.

-By Nancy P Johnson
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Going after

HE WORD 'RAGKETEER" conjures thoughts
g

large, toug mg guys, dressed
ble-breasted pinstripe suits and chomping on
cigars.

Somehow, the same image does not come to mind
when we hear the word "accountant.”

Now, finally, the U.S. Supreme Court has agreed
with our admittedly naive logic.

In a ruling earlier this month, the high court said
that professionals, like outside auditors, cannot be
held liable for treble damages under the federal
Racketeer Influenced and Corrupt Organizations
law unless they took an active role in the operation
of a company. Simply auditing a business's books
-and doing a lousy job of it-is not punishable
under RICO, the ruling implies.

The decision is an important step forward in the
fight for tort reform.

RICO has been increasingly misused since the
law was enacted by Congress in 1970. RICO is a
good law, and its provision allowing for treble
damages gives authorities a strong weapon to use
against organized crime. That's why the words
"racketeer” and "corrupt organizations" are in-
cluded in the name of the law.

However, plaintiffs' attorneys, whether they rep-
resent individuals or businesses, know a good thing
whenthey see it. To them, an accountant who
messes up an audit, a lawyer who misses a court
appearance or a real estate agent who bungles a
deal could all be considered racketeers-and thus
be sued for treble damages.

Somewhat unfortunately, state insurance com-
missioners joined the crowd, filing RICO lawsuits
against accountants and others connected with in-
solvent insurers. The commissioners maintain they

e real bad guys

f11
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need RICO-in its widest application-to deter
fraud.

Regulators still can file RICO suits against audi-
tors, lawyers and other professionals who worked
on behalf of an insolvent insurer. However, in light
of the Supreme Court's decision, the regulators
will have to prove these professionals participated
in the management or direction of the insurer to
win treble damages from them.

That's using RICO for the purpose it was in-
tended: to discourage fraud and organized crime.
There are ample ways-some would say too many
-to recover from a professional for his or her neg-
ligence. RICO shouldn't be one of them.

Editor:

Letters

Ellwood not aware of self-funding data

To the editor: After reading Dr. Paul
Ellwood's comments about self-funding
health care benefits (Bl, Feb. 15), | am
forced to conclude that the managed
competition crowd has such a bias
against self-funding that they have not
bothered to find out very much about it
before they condemn it. How else can one
explain Dr. Ellwood's comments that
self-funded plans would be ill-suited to

produce outcome data?

Has this man ever read ERISA? Every
year, a self-funded plan must produce a
summary annual report for all partici-
pants.

This report includes claims accounting
and routinely adds data as to how much a
fully insurance premium would cost the
plan. Furthermore, a third-party admin-
istrator would routinely "go over the

numbers" in any renewal proposal.

It is Dr. Ellwood's ivory tower
ignorance of the real world that will
be the death of the health care system,
not market-based reforms like self-fund-
ing.

Patrick C. Hajovsky
General Counsel
Entrust Inc.

Houston

Do not rush to embrace drug formularies

To the editor: For the good reasons
cited by "Employers Target Retiree
Drug Costs" and "Drug Formularies:
Friend of Foe" (BIl, Feb. 15), managed
prescription drug benefit programs
have become the rage over the past
several years for active employees and
retirees. But drug formularies, while
fast becoming the newest rage in phar-
macy benefit management, are another
matter altogether.

For one thing, drug formularies are
living documents that should evolve
with medical knowledge. On what
basis will a plan sponsor evaluate the
quality of a drug benefit management

Business Insurance welcomes let-
ters from its readers. Please keep
your comments as brief as possi-
ble. We reserve the right to edit
Letters for clarity or space. We will
not publish unsigned letters. Send
your comments to Letters to the
Editor, Business Insurance, 740 N.

Rush St., Chicago, Itt., 60611-2590.

vendor's formulary and the quality of
the formulary maintenance program®?
Is it realistic to expect that a plan
sponsor will be able to compare be-
tween competing drug benefit manage-
ment vendors' approaches to drug for-
mulary management? Since drug
formularies are proprietary to their
developers, is evaluation by plan spon-
sors possible?

Drug formularies have existed in
hospital environments for a long time.
Some years ago, the concept was ap-
plied to HMO outpatient prescription
drug programs, in which they have met
with success limited to the "looseness”
of physicians' ties to the HMOs. Sala-
ried physicians in staff-model HMOs
and contracted physicians in indivi-
dual practice association HMOs have
different levels of commitment to the
HMOSs' rules of the game. Contracted
physicians commonly see patients from
multiple HMOs, PPOs and traditional
indemnity plans. Whose rules should
they follow?

Self-insured plan sponsors that
"carve out" their drug benefit pro-

grams are likely to have less substan-
tial relationships with the physicians
that treat their employees than exist
between IPA-model HMOs and their
physicians. For physicians serving
self-insured plan members through di-
rect contracts or through PPO or in-
surer contracts, the core problem with
respect to drug formulary compliance
is the same: Whose rules should | fol-
low? Why should | comply at all?
These considerations lead to the fol-
lowing conclusions: Do not as a self-
insured plan sponsor rush off to ern-
brace drug formularies-there is more
and less to them than meets the eye.
Drug benefit management and drug
formularies are most effective when
applied in the context of an organized
delivery system. So, a self-insured plan
sponsor should coordinate the level of
sophistication of the medical plan with
the level of sophistication of the drug
benefit management plan. Keep them
in sync.
Elan Rubenstein

E/B Rubenstein Associates

Canoga Park, Calif.
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The mod comprehensive pollution cioverage that
doesn't stop atyourfront gate.
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New Pollution and Remediotion Legal Liability from
ECS Underwriting and Reliance National.”

Because pollutants and their resulting liabilities
cross properly lines, so should pollution coverage.
And that's exactly what the new Pollution and
Remediation Legal Liability program does. This
program combines the broadest onsite and offsite
pollution liability coverages into one revolutionary
new policy, so companies ore covered - whether
environmental damage affects their properly, their

neighbors, or both.

And Pollution and Remediation Legol Liability is

available on/y through ECS Underwriting and Reliance

e

ECS
Undelrwriting,
nc.

An ECS Company

National. With this comprehensive coverage, there's

no time wasted drawing the line between one policy

and another ... no money wasted in overlapping
coverage ... and virtually no risk of a cloim slipping
between policy gaps. It's all covered under one
program. And it can be accessed with a single
phone call.

Call ECS Underwriting at 1-800-ECS-1414 to
learn more about Pollution and Remediation Legal
Liability. The broadest combination of on-site and

offsite pollution liability coverage available.

THE CHOICE

Reliance National

Environmental insurance protection for Worldwide industry.

OHering: Pollution and Remediation Legol Uobility. Proteding: Bonks ond Financial Institutions/Commercial ond Residential Developels/Light Industry and Manufacturing/Worehousing/Hospitals/

Chemical Distributors/Fuel Storage Facilities/Wostewoter Treatment Facilities/ond others.

520 Eagleview Blvd., P.O. Box 636, Exton, PA 19341. Or call (800) ECS-1414 (in PA (215) 458-0570), FAX (215) 458-8667.

Theseprogroms are underwrillen by Flonednsuronce Compony, Phi/ade(phia, PA, i member offhe Retionce Insu,ance Group. 93-11 -81-3/22 © 1993
‘Nof avai666 in a# sioles of Ihis Nme.
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P/C insurers seek risk-based capital relief

Industry's proposal would blunt impact of proposed NAIC standards

By MEG FLETCHER

NASHVIT.T.F., Tenn-Property/casualty in-
surers are noating several ideas that could
limit the impact of proposed risk-based capi-
tal standards.

At the National Assn. of Insurance Com-
missioners meeting earlier this month, an ad-
visory committee of insurer representatives

presented a first draft of a
AM I C stand-alone model act to

the working group of reg-

ulators charged with draft-
ing the risk-based standards.

A controversial provision in the 31/2-page
draft would give an insurance commissioner
discretion, after examining an insurer, to allow
an insurer to have a lower level of risk-based
capital than called for under the NAIC for-
mula "if it is sufficient to support the insurer's
asset risk, underwriting risk and credit risk."

"l think that goes way too far," said Vin-
cent Laurenzano, assistant deputy New York
insurance superintendent and chairman of the
NAIC working group.

The draft also proposes a three-stage regu-
latory scheme that allows a commissioner
"discretionary action" when an insurer has
less than 80% of the required risk-based capi-

The draft requires the commissioner to take
"automatic administrative supervision" when
an insurer has less than 50% of needed risk-
based capital.

Finally, it requires the commissioner to
begin proceedings leading to rehabilitation or
liquidation against an insurer with less than
35% of needed risk-based capital.

The "drop dead" provision "is included in
the draft because the working group appears
to want an automatic liquidation trigger," the
advisory committee noted. However, "the
committee continues to believe that such a
trigger is not in the best interests of policy-
holders and claimants.”

In addition, the draft emphasizes that the
risk-based capital formulas, schedules and in-
structions are intended solely for use by the
commissioner in monitoring insurer solvency
and shall not be used to rate insurers or "to
calculate or derive any elements of an appro-
priate premium level or rate of return for any
line of insurance which an insumr or any af-
filiate is authorized to write.”

Insurers are afraid that regulators will view
capital above the minimum mquired as "sur-
plus surplus,"” and cite its existence as cause
for rejecting rate increases or ordering policy-
holder refunds.

surers' concern, at least philosophically. "l
don't believe this is a rate-making tool," he
told members of the Examination Oversight
Task Force, the working group's parent unit.

However, some regulators say an insurer's
risk-based capital evaluation may be one of
several factors that regulators would consider
when evaluating rate requests.

The advisory committee also questions the
extent to which states can delegate their au-
thority to the NAIC in risk-based capital mat-
ters, said advisory committee member Robert
Graham, vp and assistant general counsel at
General Reinsurance Corp. in Stamford, Conn.

Regulators will review the draft, which will
be discussed further at the NAIC's June 20-23
meeting in Chicago.

Working group regulators also reopened dis-
cussion the how much risk-based capital an
insurer would need to support holdings of
unaffiliated common stock.

The factor is now set at 30%, whiBh means
an insurer with $100 million in such stock
holdings would need $30 million in capital to
support that investment. The riskier the asset,
the more capital is needed to support it.

However, keeping the factor at 30%, which
is identical to the risk-based capital factor
for life/health msurers, provides a consider-

surer to maintain a balanced portfolio, Mr.
Laurenzano noted (BI, Sept. 28, 1992).

Members of the Accounting Advisory Com-
mittee discussed options regulators could test,
including keeping the 30% factor for stock
holdings that exceed 20% of an insurer's total
assets, but allowing a 15% factor for stock
holdings if they constitute 20% or less of an
insurer's total assets.

Meanwhile, the NAIC is contmuing to test
its draft risk-based capital formula using 1991
data from more than 1,300 insurers. It is now
seelcing 1992 data from insurers, said Robert
Klein, the NAIC's director of research (Bl, Dec.
21, 1992).

Also at the meetmg, regulators:

« Guaranteed the concept of "non-forfei-
ture benefits" for purchasers of long-term care
insurance policies to ensure that holders of
lapsed policies would receive at least some
coverage.

* Proposed a model law on assumption re-
insurance that allows insurers to transfer po-
licies from one insurer to another without re-
quiring the written consent of policyholders.
However, policyholders have three years to
reject the transfer.

« Continued discussion on the best way to
beef up NAIC accreditation standards to re-
quire insurers to disclose material transac-
tions and to regulate attorneys-in-fact for re-

tal. Mr. Laurenzano says he agrees with in-
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SCHIRMER ENGINEERING CORPORATION

Full Service Fire Protection/Life Safety Engineering

* Property / Casualty / Boiler & Machinery
Underwriting & Loss Control Reports

= Americans with Disabilities Act (ADA)
Accessibility Code Consultation
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able disincentive for a property/casualty in-

NAIC ethics policies

Continued from page 2
"We want to get about our busi-
ness without having critics con-
tinually nipping at us.”

Conflict of interest issues were
raised at a January executive
committee meeting by Claire
Korioth, chairwoman of the
Texas State Board of Insurance,
according to meeting reports.
Ms. Korioth, Robert Coogins, the
Connecticut commissioner, and
Tim Ryles, Georgia's top regula-
tor, were then appointed to study
the issue.

Understandably, some insur-
ance companies welcomed the
news that they would no longer
be expected to foot the bills at
regulatory meetings.

But the NAIC's new policy
goes only so far. Individual state
commissioners can still deter-
mine what ethical guidelines-if
any-apply when lobbyists offer
to treat regulators to meals or
other entertainment, either at
NAIC meetings or elsewhere.

"l believe that you should not
take anything of value from any-
one," including dinners, greens
fees and theater tickets, said
Texas' Ms. Korioth. That became
the ethics policy for Texas regu-
lators in 1991, she said.

Such a policy helps prevent
"the appearance of impropri-

ety,"” which regulators need to
avoid, said J. Robert Hunter,
president of the National Insur-
ance Consumer Organization in
Alexandria, VVa.

The debate over advisory com-
mittees came to a head at the ex-
ecutive committee meeting in
NAIC's meeting in Nashville.
Georgia's Mr. Ryles argued that
the committees had come to play
too prominent a role in NAIC af-
fairs and should be eliminated,
according to minutes of the
meeting.

By contrast, Connecticut's Mr.
Googins urged regulators to
merely rein in the size and oper-
ation of advisory committees.

Opinion on the executive com-
mittee was sharply divided. The
first vote on the motion to dis-
band commiittees, which was
proposed by Florida Commis-
sioner Tom Gallagher, came out
in a tie. Only later, in a closed
session, was the motion unani-
mously approved.

Disbanding the advisory
groups caught lower-level regu-
lators as well as industry and
consumer representatives by sur-
prise, and their reactions varied.

Eliminating advisory groups
was "a good idea" because they
were "unwieldy and often delay-
ing,"” Mr. Hunter said.

ciprocal insurers. rm

"My concern is the more iso-
lated regulators are from the in-
dustry, the greater the difficulty
in understanding and resolving
the problems they are dealing
with," said Ronald Gass, assis-
tant general counsel with the
AmMmerican Insurance Assn. in
Washington.

Advisory committees had been
a forum for diverse industry
groups to reach consensus among
themselves and with regulators,
he said. "Now we will react indi-
vidually."

Other industry representatives
predicted more work for regula-
tors when they try to meet indus-
try requests for information
about developing proposals.
They also foresee less consensus
among insurers about model
laws and accreditation stan-
dards, which could lead to more
conflict in state legislatures.

While the NAIC's new policies
may solve some meeting-related
problems, others still exist.

Plans for a 1995 meeting in
San Francisco were abandoned

after California Commissioner
John Garamendi balked at host-
ing the meeting at a hotel where
workers were not unionized.
Other Western states can now
resubmit bids to host the con-

ference. EIll
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Actuary survey

Continued from page 3

tem, says Larry Zimpleman, vp of
the Washington-based American
Academy of Actuaries.

"There is no concern about the
impact of legislation and regulations
on plan costs," said Mr. Zimpleman,
who also is a second vp with The
Principal Financial Group in Des
Moines, loura.

The sumey findings are based on
the responses of 1,551 enrolled ac-

tuaries.

For terminations that occurred
between 1988 and 1990, actuaries'
responses generally involved only
the most recent defined benefit plan
termination in which they played a
role. For 1980 to 1982, actuaries
were asked for their recollections of
the reasons clients dropped plans
during that period.

While government regulation was
the most widely cited reason for
plan terminations between 1988 and
1990, the regulations were much
more likely to influence smaller em-
ployers than larger firms.

For example, 41% of actuaries for
employers with fewer than 25 work-
ers in their plans said government
regulation is the primary reason the
arrangements were canceled.

By contrast, just 19% of employers
with at least 500 workers in their
defined benefit plans canceled their
plans because of government rules,
according to their actuaries.

Big employers are less affected
than small firms by government
rules because they may be better
able to afford outside consultants to
help them comply with the new
rules, Mr. Zimpleman said.

A majority of small employers
terminating defined benefit plans
are walking away from providing
any retirement benefits for their
workers*

For example, in 58% of termi-
nations involving plans with fewer
than 25 workers, the plans' prin-
cipal actuaries were unaware of any
new or existing pension plan that
would cover the workers. That will
mean more and more workers in the
future will have to depend on Social
Security and their own savings as
the only sources of retirement in-

That may not be enough, Mr.
Zimpleman says.

"Today, more than 50% of U.S.
workers face a future without a(ie-
quate retirement benefits. Unless we
begin to do something about this
now, it will become the health care
crisis of 2010," he said.

In fact, the most recent govern-
ment statistics indicate a growing
number of employers are exiting the
defined benefit plan system.

Between 1991 and 1992, employ-
ers terminated 19,000 defined bene-
fit plans. That is almost double the
10,000 defined benefit plan termina-
tions recorded between 1981 and
1982.

The workers who did retain pen-
sion coverage after their employers
dropped the plans were almost al-
ways covered by either an existing
or newly created defined contribu-
tion plan.

Defined contribution plans con-
stituted 99% of replacement plans
for terminated defined benefit plans
with fewer than 25 employees. The
other 1% of replacement plans were
defined benefit plans.

Among employers with more than
500 employees that eliminated de-
fined benefit plans and offered a re-
placement plan between 1988 and
1990, 86% provided defined contri-
bution plans as a replacement and
9% offered defined benefit plans.
The remainmg 5% offered both.

With roughly 7% of all defined
benefit plans being terminated each
year and fewer than 500 being
started annually, "this type of plan

could soon be a rarity except among
the country's largest employers," ac-
cording to the study.

Typically, replacement plans are
less generous than the terminated
plan.

Fifty-three percent of replace-
ment plans sponsored by employers
with fewer than 25 employees were
less generous than the old plans,
while 17% of the replacement plans
were about as generous.

Twenty-four percent were more
generous to some workers and less
generous to other workers. And just
6% of small employers' replacement
plans were more generous to all par-
ticipants than the terminated plans.

In companies with more than 500
employees, 43% of the replacement
plans were less generous, 23% were
about as generous and 24% were
more generous to some workers and
less generous to others.

The remaining 10% of replace-
ment plans were more generous

than the terminated defined benefit

plan, according to the actuaries.
Free copies of "The Impact Of Got>-
ent.men t Regulation on Defined
Benefit Pension Plan Termina-
tions," are available by writing to
The American Academy Of Ac-
tuaries. 1090 Vermont Ave. N.W.,
Suite 800, Washington, D.C. 20005.

Launch insurance

Continued from page 3
launch or performance failures, he
said.

But insurers can help, too, he said.
"Simply put, the premium rate must
be lower for some and higher for
others.”

Underwriters already distinguish
among satellite risks by either not
participating in certain placements
or by lowering or increasing the
amount of the risk they are willing
to underwrite, he acknowledged.
"But we need more of it."

Mr. Bartlett's views were echoed

by many risk managers who spoke
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at the conference.

"The insurance market must dif-

ferentiate between different pro-
grams," said Ramin Khadem, direc-
tor of financing and administration
for the London-based International
Maritime Satellite Organization.
"We believe this would be to the
benefit of the entire industry, all of
us here, and the ultimate customer
that we're all trying to serve."”
Brigitte Vienne, risk manager and
head of financing for Arianespace.
the European Space Agency's
launch operator, believes that cur-
rent rates "seem to be too high."
And she wants underwriters to dif-

Continued on next page



Continued from previous page
ferentiate more between successful
and untried launch vehicles.

Over the past 10 years, 60% of
launch insurance premiums have
been paid for satellites launched on
Ariane rockets, Ms. Vienne said.

Paris-based Arianespace has
completed 19 successful launches
in the past three years.

But in the last two years, Arian-
espace's competitors have
launched 25 satellites with four
failures, said Ms. Vienne. This in-
dudes the failures of the Chinese
Long March rocket and the Atlas
rocket owned by Falls Church,
Va.-based General Dynamics Corp

-.:4086H#HM#ADH.. 1,

The Russian Proton rocket--un-
tried for commmercial satellites so
far-also will enter the commercial
sSpace race soon.

"It certainly is a duty of the in-
surance community for its own
welfare to make sure that good
launchers are not driven out of the
market," said Ms. Vienne. "The in-
surance community has a very
powerful means to achieve this by
differentiating the rates of pre-
mium according to the quality of
the launchers. Insurers do that ac-
cording to the quality of satellite
design. Why not for launchers?"

The differentiation among space
risks that currently exists in the

space insurance market is too small
and could be expanded, said W.
Allen Reed, vp and treasurer of
satellite manufacturer Hughes Air-
craft Co. in Los Angeles. Insurers
have the duty to understand the
different risks involved and to
price them accordingly, he said.

Even risk managers who agree
the rates currently are at a proper
level believe undezwriters could do
more to adjust rates among differ-
ent satellites and launch vehicles.

"l confess that for the moment
the insurance rates-though |
would love to see them reduced-
are a reasonable reflection of real-

ity in today's space industry," said

Duawf.666 NUU, UNCE, 1¥larl.:ll LL, 1330/ 10

David T. Tudge, vp and chief fi-
nancial officer of International
Telecommunications Satellite Or-
ganization, which has 19 satellites
in orbit. "The one-in-seven failure
rate does approximate th€ rating in
general and a premium ra,2 of 15%
does make some sense."
Washngton-based :-ntelsat,
which represents 25 cour.tries, re-
cently returned to the insurance
market after self-insuring its satel-
ttes for 10 years The agency has
Taid $110 million in premium for
launch insurance for th€ Intelsat
VIl series of satellites, the first to
be launched in October. Th. cover-
age was placed in worldwide mar-

kets by London broker Crawley
Warren & Co. Ltd. and Interna-
tional Space Brokers Inc., which is
owned by Crawley Warren, Le
Blanc de Nicolay Reassurance of
Pads and New York-based Frank
Crystal & Co. Inc.

But Intelsat is only insuring the
satellites for their launch phase,
not for their deployment phase, be-
cause no satellites have been lost
during this phase in 20 years, said
Mr. Tudge. Despite coming back to
the launch insurance market, Mr.
Tudge agrees there is a general
lack of risk discrimination by un-
derwriters. "Frankly there is little
difference (in rating) between the
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different models of spacecraft or
launch vehicle.”

Intelsat spends $15 million an-
nually to moniter its satellite man-
ufacturers and launch operators. "I
just feel that we should get credit
in the market for that," he said.

Under attack, space insurers
tried to defend their position.

"l agree with Mr. Bartlett's
view" that the space industry
should improve the reliability of its
satellites and launch vehicles, said
Benito Pagnanelli, deputy general
manager of Generali in Trieste,
Italy, which provides about 20% of
worldwide space insurance capac-
ity The aerospace industry should
conduct more tests and develop

systems to reduce the launch fail-
ure rate to 10% from the current

17%, he said.

But it is difficult to reduce in-
surance rates when just one launch
failure can wipe out the annual
satellite insurance premium base
worldwide, said Mr. Pagnanelli.
The satellite insurance market is
small, with an average of only 15
satellites being launched each year.
From 1980 until March this year,
net premiums totaled $2.2 billion
while paid claims totaled $1.9
billion, with another $65 million
reserved for losses, he said.

About $350 million to $380 mil-
lion in capacity currently is avail-
able for each launch, said Mr. Pag-
nanelli. But, if rates are reduced,

"there is a serious danger that this
insurance market will discontinue”

because returns will be better in
another sector of insurance than
the space industry, he said. "Why,
when insurers are generally getting
good results elsewhere, should in-
surers continue in space? It's a cat-
astrophic risk."

Andre Clerc, deputy general
manager of insurer La Reunion
Spatiale in Paris, also has his
doubts about reducing rates. "Give
us good satellites and we will give

you good rates," he said during a
roundtable discussion at the end of

the conference.

If insurers are to differentiate
between good and bad launch ve-
hicles and satellites, they would
have to employ engineers, said Mr.
Clerc. "I'm not sure if that is our
duty."

The only way to reduce space in-
surance rates may be to increase
the number of risks that are co-
vered, said Mr. Clerc. This could
occur if, as expected, hundreds of
additional satellites are launched
into lower orbits. Others say gov-
emments should consider insuring
scientific satellites that are now
uninsured.

"We're a marketplace," added
Frederick H. Hauck, president of
International Technology Un-
derwriters in Washington. "Market
forces will drive rates down."

In addition, differentiation does
exist in the satellite insurance mar-
ket, said Mr. Hauck, noting a re-
cent program received a rate that
was a third less than the average.

Insurers also are willing to share
the risk with satellite operators
that can afford to self-insure, he
said. m
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Summary of major property/casualty insurers' 1992 results

Ranked by change in net income. All amounts,n thousands of dollars.

Corporate Property/casualty operations
Consolidated Net eroent Combined' Combined" Net Percent pretax Prcent Pretax Percent Porcent
Rank Mvenu. Income ;;ch-asi om ,Innai om |ne{ plen?iums ' . undon™ing norease inves tment increase Policyhokiers increase
1002 oo roon 199‘:“:1';‘:2 ratie written (decrease) income (1088) (decline) income (decrease) surplus (decrease)
- 1992 1991 1992 19914992 1992 1991-1992 1992 1991-1992 1992 19914992
1 Reliance Ins. Co. & subst» N/A 103,278 1,805.7 113.2 1152 1,548,819 2.3 (188,260) 13.7 247.853 «18) 857.600 20.3
2 Fremont General Corp. 598,693 78,709 152.5 105.5 1060 414,218 0.2 (22,422) 10.1 61.091 (4.8) 162’714 57
3 Uncoln National Corp. 8,034,100 362,900 741 112.72 111.92 2,003,500 (10.7) (265,700) (3.7) 286,800 3.7 1,418,900 3.0
4 USF&G Corp. 3,512,000 (61,000) 50.0 1171 1 17 72 2,420,0002 (20.2) (427,000) 17.1 475,000 (4.6) 1,467,000 a5
5 Royal Group (U.S. subs.)’ N/A 99,000 47.8 118.5' 122 r 1,552,000 1.6 (293,000) 10.1 328,000 (4.7) 813,000 (10.8)
6 Old Republic Int'l 1,617,096 174,750 33.4 108.12 10712 799,8852 75 (76,742r (12.4) 173.369 1.3 1.062 ;379 15.9
7 SAFECO Corp. 3,420,210 311,294 19.9 104.1 108.6 1,820,445 11.7 (12,022) 49.0 280,820 (1.8) 1,418,697 18.8
8 Sentry Insurance Cos.' 1,599,976 74,834 17.9 106.1 1074 1,292,846 8.1 (80,914) 1.3 174,228 5.8 | 8?:8 633 10.3
9 Home Insurance Co. 309,000 150,000 172 115.62 109.52 1,572,000 (10.2) (211,000) (10.5) 273,000 (6.5) 951,000 5.5
10 Berkshire Hathaway Group 1,016,672 234,621 12.8 116.4 115.4 739,568 (7.8) (108,961) 18.9 352 379 6.2 10.428.000 19.9
11 Chubb Corp. 4,940,800 617,100 11.88 101.12 999 3,242,500 4.2 (50,600) (418.2) 493,500 5.1 1,787,200 7.0
12 American International Group 18,388,627 1,656,956 6.7 102.42 100.42 9,138,528 (0.1) (195,084) (3,956.6) 1,252,086 7.6 N/A N/A
13 A 1 Co.
rgonaut Insurance Co 418,112 92,297 2.8 104.22 108 02 287,560* (14.1) (11,772)2 58.8 111,2362 (8.6) 512,187 10.7
14 General Re Corp. 3,386,800 657,400 0.1 108.42 102 22 2,348,800 4.4 (207,400) (399.8) 755,100 0.5 3.452.100 2.6
15 Ohio Casualty Corp. 1,812,111 98,528 (8.6) 108.02 104.92 1,508,4772 1.1 (130,840) (75.6) 194,625 1.6 674.210 4.8
16 CIGNA Corp. . 18,582,000 311,000 (30.7) 131.3 1173 4,817,000 (11.8) (1,604,000) (64.9) 780,000 (7.7) N/A N/A
f 17 Hartford Steam Boiler 682,100 41,199 100.6 93.9 359,488 9.0 (2,244) (111.4) 36,465 (12.0) 374,269 (7.1)
18 Aetna Life & Casualty Co. 17,497,200 56,000 (88.9) 126.2 115 4 4,916,300 (15.4) (1,342,600) (38.9) 870,200 (4.9) 2,155,400 (10.6)
19 The St. Paul Cos. Inc. 4,498,692 (156,038) (138.5) 118.22 105.02 3,142,419 (2.8) (566,886) (246.1) 642,301 0.2 1,646,040 (2.4)
20 CNA Financial Corp. 10,790,000 330,600 (154.0) 144.32 116 52 6,400,0002 (3.3) (2,820,000)2 (158.7) 1,200,0002 (4.7) 3,140,000 (20.1)
21 Continental Corp. 4,900400 (83,700) (248.4) 113.62 113.02 4,014,4002 3.3 (581,600y (2.4) 559,500 (8.3) 1,883,000 (2.7)
22 Hartford Insurance Group 9,602,000 (744,000) (303.3) 133.3 1105 5,933,000 (1.2) (1,948,000) (201.5) 1,260,000 20.1 3,007,000 1.7)
23 Travelers Corp. PN -
rave er_s Or? 9,676,000 (657,500) (306.9) 127.4 112 4 3,723,400 -(11.0) (1,121,800) (110.7) 701,200 (7.4) 1,665,000 (9.7)
- Commercial Union Ins. (U.S.Y N/A N/A N/A 108.43 -111.43 1,449,100 8.0 (141,500) 12.9 187,100 4.5 863.700 19.1
- Nationwide Mutual ins. Co.' , . )
atienwide Mutual ins. Co N/A A A 112.0106.4 6,865,106 10.6 (840,072) - (107.0) 855,231 5.3 3,688,618 (2.5)
- Kemper National Ins. Cos.2 N/A N/A N/A 112.9 1150 3,112,376 (1.6) (394,141) 17.3 367,537 3.5 1.851.438 (1.2)
- Uberty Mutual Ins. Co: M7 N7 NA 119.7 1146 5,910,345 (5.6) - (1,051,187) - (36.1)1,081,170 (19) 2,936,735 3.2
c )
umutative 127,282,189 3,748,228 118.0 110.5 81,332,080 - (2.9) (14,695,747) - (66.7) 13,999,787 0.3 - 49,055,320 - 2.6
1 After dividends 2 Statutory 3 Before dividends N/A-Company did not provide data n
P/C insurer results billion Investment income had risen 2 4% Andrew, both in terms of claims paid and the market will turn in either the fourth

: ta $111 billion in the first nine months, claims still to be paid," said David Seifer, quarter or early next year, agreed Lehman
Continued froT page 1 " Wh§e 'tlaé 190" Qo% o8 an anal st,v.viah onaldﬁon, %ufléin &qBros ' Ms Voygel y )
reaches the "front line," Mr McDonald * Policyholder surplus for the 25 com- Jenrette Securities Corp in New Yor
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risk or employee benefits managers - or agents and brokers, or insurance
company executives, the publication they reach for first is Business /nsurance.
Only 8/ provides the most timely and most valuable information. And only 8/
puts your advertising message in an editorial environment that is relied on by
corporate decision makers ... every week.

RIMS Repon: Employee Benefits

8/ details all the vital information covered during the employee
benefits sessions at the RIMS Conference in Orlando.

Publishing: May 3
Ad Closing: April 21

Conference Report: Bl Health Care Conference
This issue will report on the strategies and developments discussed at

the Second Annual Business Insurance Health Care Management & Cost
Containment Conference in New York.

Publishing: May 31
Ad Closing: May 19

Benefits: Midyear Market Report

With health care reform still uncertain, this issue will look at where health
care costs for employers are headed. Plus, a feature report on mental health care
and directories of Employee Assistance Programs Vendors & Managed Mental
Health Networks, along with Brs Health Care Information Resource Section.

Publishing: June 21
Ad Closing: June 9

So if you want to be a king in the marketplace and reach nearly
152,000* readers ... executives responsible for employee benefits,

executives who make health care decisions, you want to place your ads
in Business Insurance.

*Includes pass-along readership.

Call the sales office nearest you.
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Coverage Guaranteed

New York: Chicago:
212/210-0228 312/649-5276
Fax: 212/210-0704 Fax: 312/280-3189

Los Angeles:
213/651-3710
Fax: 213/655-8157

Art coverage

Continued from page 3
which was created in 1975 to defray
the ballooning costs associated with
insuring art exhibits. Under the act,
which must be reauthorized in Oc-
tober, the government will indem-
nify an exhibit-at no charge--for
up to $300 million. There is a de-
ductible under the coverage-up to
$200,000-and the exhibiting mu-
seum is responsible for purchasing

If the National Gallery's applica-
tion is signed by a council member,
it will mark the first time the federal
program will be used to insure a
primably domestic art exhibit.

It also will save the gallery hun-
dreds of thousands of dollars in pre

The exhibit in question, "Great
French Paintings from the Barnes
Foundation," contains 80 impres-

sionist, post-impressionist and early
modern art works from the Barnes

Foundation collection in Merion
Station, Pa.

The collection includes works by
Cezanne, Gauguin, Manet, Matisse,
Monet, Picasso, Renoir, Rousseau,
Seurat, Toulouse-Lautrec and Van
Gogh. This will be the first time that
works from the Barnes Foundation
collection will go on tour.

Dr. Albert C. Barnes, who died in
1951, was a Philadelphia physician
who made a fortune in the pharma-
ceutical business. An avid collector,
he amassed more than 2,500 works
of art and set up a private art edu-
cation foundation in Merion Station,
a Philadelphia suburb.

The sole work of art to come from
outside the United States is a sketch
for a mural, 'The Dance," painted
by Matisse for the main hall of the
Barnes Foundation building. The
sketch currently is at the Museum of
Modern Art in Paris.

The Federal Council on the Arts
and Humanities maintains it is jus-
tified in approving the Barnes exhi-
bit for federal indemnification.

"U.S.-owned and foreign-owned
loans that are in a unified exhibition
and that are of international signifi-
cance qualify for the indemnity pro-

gram," said a spokeswoman for the
council. She could not confirm the

council intends to amend the rules
to specifically include domestic ex-
hibitions.

However, the council's approval
of the National Gallery's application
for coverage was criticized earlier
this month at a House subcommittee
hearing, which was examining the
nature and extent of the govern-
ment's liability under the program
as it reviewed the National Gallery's
budget.

At the House Interior appropria-
tions subcommittee hearing, Rep.
Ralph Regula, R-Ohio, said the gov-
ernment's liability under the pro-
gram is a potentially ecpensive issue
and called for more testimony.

But subcommittee Chairman Sid-
ney Yates, D-lll.,, now is satisfied
with the arts council's position and
is leaving the matter to be worked
out between the council and the Na-
tional Gallery, said a spokeswoman
for Rep. Yates last week.

The arts council has approved the

National Gallery's application, but a
member must sign a certificate of
indemnity to conclude the deal, said
a spokeswoman for the National
Galllery. As of last week, the certifi-
cate remained unsigned.

Art museums, facing ever-tighter
budgets, hope the federal indemnity
program will be extended to domes-
tic collections.

"Times are extremely difficult for
American museums. It is getting
harder and harder to organize
'blockbuster' exhibitions-ones with
big drawing power. Operating ex-
penses are up, corporate support is
down for special exhibits, tourism
is down and attendance is down. We
need to look into all opti6éns for
doing our jobs-presenting art exhi-
bitions," said a spokeswoman for
The Art Institute of Chicago.

Government coverage for domes-
tic art exhibits is inevitable because
of rising insurance costs and an in-
crease in the number of works lent
to museums, said Bill Allen, presi-
dent of Allen Insurance Associates, a

Los Angeles museum collections
broker.

But new rules must be set for
such a program because the existing
rules apply to exhibits traveling
from overseas, he said.

If the government indemnity pro-
gram opened up, the program's staff
would not be able to handle the
flood of applications, he said.

However, contrary to concerns
voiced by some, extending the fed-
eral program to domestic exhibits
would not hurt the commercial art
msurance market, he said.

Private insurance is still needed to
provide excess insurance, to fund
the aggregate deductible and to
cover those items that the govern-
ment program won't cover, like
charcoal drawings and paintings on
wood panels.

Most large art museums buy all-
risk coverage that allows them to
circulate exhibits domestically,
within certain limits. Beyond those
limits, museums must buy separate
policies for traveling exhibitions.

That extra coverage can be costly.
The standard commercial rate for
domestic transit all-risk coverage is
3 cents per $100 of value. Plus, there
is another charge of 2 cents per $100
of value per month while the exhibit
is on view. For a $1 billion art show
like the Barnes collection, transit in-
surance could cost $500,000.

Art insurers have mixed feelings
about whether the federal program
should cove; domestic collections.

John Jeffrey, assistant vp-prop-
erty and marine division at Chubb
Corp. in Warren, N.J., said a do-
mestic indemnification program
would affect the availability of
commercial insurance if it were used
as primary insurance-as it is for
foreign exhibits.

"We are great supporters of the
federal indemnity program,” said
Huntington T. Block, chairman and
chief executive officer of Hunting-
ton T. Block Insurance Agency Inc.,
a unit of Rollins Hudig Hall Co.

As a result of the program, there
are more and larger exhibits, and
commercial insurers still are needed
to cover deductibles and provide ex-
cess coverage, he said. 111
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LONDON-U.K. Chancellor of the Ex-
chequer Norman Lamont is proposing tax
changes that will affect a wide range of in-
surance and employee benefit concerns,
ranging from reserves for Lloyd's of Lon-
don members to the tax on company cars.

Every year, the chancellor proposes a
budget that is written into a finance bill.
Normally, the bill is passed quickly be-
cause the political party in power has
enough seats in Parliament to guarantee
approval. This year's 90-minute budget
speech was one of the most far-reaching in
British history, announcing changes for
this year through 1996.

In his speech, Mr. Lamont announced
that Lloyd's members would be allowed to
reserve up to 50% of their annual under-
writing profits-up to their premium limit
-in a tax-free fund to pay for future
losses, starting with the 1992 under-
writing year. Until now, Lloyd's members

INTERNATIONAL

have only been allowed to set aside a max-
imum of 7,000 pounds ($10,140) or 50% of
annual profits, whichever is less.

This change "should enhance Lloyd's
ability to deal with the particularly vola-
tile type of risk which makes up most of
their business," Mr. Lamont said. "Lloyd's
has had a difficult time recently, but it re-
mains vital if London is to retain its pre-
eminent position in the world insurance
market.”

"We welcome the proposals outlined in
the chancellor's speech and the helpful re-
marks he made about the position of
Lloyd's in the London and world insur-

ance markets," Lloyd's Chairman David
Rowland stated.

The chancellor also said that a "consul-
tative document" would be released soon
concerning whether British insurers
should be allowed to build up catastrophe
reserves, known as equalization reserves,
on a tax-free basis. The Assn. of British

Insurers and Lloyd's long have been call-

ing for such legislation, claiming this
would put them on equal footing with con-
tinental European insurers.

In some respects, "our own tax system is
very favorable" to U.K. insurers, said Mr.
Lamont. "Nevertheless, having reviewed
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posal may help insurers, hurt workers

management in the United Kingdom-will
be drastically reformed during 1994-95
and will be based on the car's value rather
than engine size. An employee will be
taxed as much as 13% to 14% of the com-

pany car's value.

the position again, | believe that there may * The value of corporate pension funds

indeed be a case for allowing tax relief on
certain types of equalization reserves co-
vering occasional, exceptional losses."

The ABI stated that it welcomed the
chancellor's acceptance in principle of the
association's position. But the "value and
importance" of his statement will depend
on the content of the consultative docu-
rMment, the ABI

It is unclear whether Lloyd's will be in-
cluded in this document, though the mar-
ket wants similar treatment, a Lloyd's
spokesman said.

Among other proposals outlined in Mr.
Lamont budget statement:

* Taxation on company cars-a major
employee benefit to middle and upper

said.

will decrease because they will only be
able to reclaim 20% of the tax they pay on
stock dividends rather than 25%, said Ri-
chard Malone, European policy director of
employee benefit consultant Noble
Lowndes. This means that pension funds
will have to reduce their growth assump-
tions, he said.

~ Employees beginning April 1994 will
have to contribute as much as an addi-
tional 1% of salary for national insurance,
lifting the total as high as 10%. This in-
crease does not affect employers' contri-
butions. National insurance includes pay-
ments for nationalized medical coverage,

social security and unemployment bene-
fits. Ell

French cleanup orders

Bombings in India

Many businesses

have coverage
for acts of terror

By GAVIN SOUTER

BOMBAY, India Bomb
blasts in two Indian cities could
trigger sizable claims for local
insurers and foreign reinsurers.

More than 300 people have
been killed and buildings have
been severely damaged by at
least 14 bombs that have ex-
ploded in Bombay and Calcutta
during the past two weeks.

In Bombay alone, insured
damage to buildings and vehi-
cles is expected to total be-
tween 300 million and 400 mil-
lion rupees ($9.6 million and

$12.8 million), according to
local sources. Estimates for

losses in Calcutta were not
available last week.

About 300 people were killed
in Bombay by 13 explosions.
More than 500 were injured.
Among the buildings damaged
were the Bombay stock ex-
change, the Air India building
and some high-rise buildings at
Nariman Point.

In Calcutta, about 50 people
were Killed in a single bomb

Rescuers search for victims in the debris of a buildin

AP/Word Wide photo

that was

bombed in Calcutta, India, last week. At least 60 were killed.

blast last week. The explosion
damaged two residential apart-
ment buildings.

Property insurance policies
in India do not normally cover
damage caused by terrorist at-
tacks.

However, policy extensions
covering damage due to rioting
include coverage for terrorism.

Many Indian businesses ex-
tended their coverage to in-
clude damage from riots and

terrorism after they incurred
losses during riots last year,
sources say.

The nationalized local insur-
ance industry is expected to re-
tain about half of the losses,
with most of the remainder
being reinsured with London
and continental European rein-
surance markets.

Indian insurers currently are
negotiating April 1 reinsurance

renewals. Di

spur cover questions

By ALINE SULLIVAN

PARIS-French companies
that could be held liable for the
cost of cleaning up as many as
400 polluted industrial waste
sites nationwide are unlikely to
be insured for the costs.

France's Ministry of the En-
vironment last month requested
several of the country's biggest
companies to clean up the pol-
luted sites. The companies,
which include automaker PSA
Peugeot Citroen, energy group
EIf Aquitaine, aluminum and
packaging group Pechiney and
Electricite de France, contest the
government's claims, saying that
some of the sites are not polluted
and others have already been
cleaned.

A Pechiney spokesman said
some of the sites were polluted as
long ago as the beginning of the
century. Most of the sites were
polluted within the last 50 years.

"Cleaning up these sites is not
a problem for the insurance com-
panies," said a spokeswoman for
the Federation Francaise des So-
cietes d'Assurance. "Only the
(non-insurance) companies in-
volved will have to pay."

According to Jean Yves
Comby, a pollution underwriter

at Societe Commerciale de Reas-
surance S.A. in Paris, virtually
all French companies are unin-
sured for gradual pollution dam-
age that took place more than
two years ago.

"Most of these companies are
currently insured with Assurpol
(Groupement pour I'Assurance
des Risques de Pollution),” said
Mr. Comby. "But this pollution
damage took place several years
ago, before cover was available.
Under French law, there can be
no pollution claims against an
insurance company if there was
no policy in place at the time."

Assurpol is a reinsurance pool
supported by France's leading
insurers and reinsurers. The pool
was launched in 1989, succeed-
ing an earlier pooling arrange-
ment called Garpol, which
proved unpopular because of its
low limits of coverage.

Mr. Comby said some French
companies had purchased gen-
eral liability insurance policies
that covered gradual pollution.
"But this cover was only written
for a couple of years. Now it is
usually excluded.” It is doubtful
that any of the companies named
by the government have this cov-
erage, he said.

Continued on next page

Broker JIB Group reports smaller profit in 1992

By GAVIN SOUTER

LONDON-Falling interest rates and higher costs have
hurt profits at insurance broker JIB Group P.L.C.

Capacity problems in the London market and soft retail
insurance rates in the United States also contributed to
a 9.5% drop in JIB's pretax profits to 18.2 million pounds
($27.6 million) in 1992, from 20.1 million pounds in 1991
($37.6 million), said Chief Executive John Barton.

Gross revenues increased 3.1% to 195.2 million ($295.6
million) in 1992, from 189.4 million in 1991 ($354.2 mil-
lion).

The brokerage's prospects appear better this year due
to increased insurance rates in most countries outside of
the United States and JIB's decision to cut back its un-
profitable U.S. business, he said.

Because of lower interest rates in 1992, investment
income decreased 5.4% to 19.3 million pounds ($29.2 mil-
lion) from 20.4 million in 1991 ($38.1 million).

Contributing to the squeeze on profits was a 6.7% in-
crease in administrative expenses to 176.2 million pounds
($266.9 million) from 165.2 million pounds ($308.9 mil-
lion) in 1991.

"It is taking us a lot more time and costing us a lot more

LONDON

money to place business in London because capacity has
reduced so much," Mr. Barton said. The increased costs
outweigh the increased commission JIB receives from
higher insurance rates in the London market, he said.

Costs at JIB's Lloyd's of London members agency unit
also increased because of litigation brought by loss-
strapped members.

And, low rates in the United States continue to make
that market difficult, Mr. Barton said.

JIB's U.S. results were also hurt by poor performance at
its Philadelphia office and at its small corporate ac-
count unit in New York. Consequently, JIB is selling its
3-year-old Philadelphia operation to its local manage-
ment, and its New York office is pulling out of the smaller
corporate market, Mr. Barton said.

Stop-loss coverage test case

Some Lloyd's of London members with cash-flow problems
caused by large losses by their syndicates were given a boost

last week in the High Court of England and Wales.

In a test case brought by Lloyd's, the court ruled that some
members whose losses are capped by personal stop-loss insur-
ance policies should have payments under those policies

aig directly to them and not to their Lloyd's premium trust

As a result of the ruling, the members can spend the money
as they wish rather than use it to pay off their Lloyd's losses, a
Lloyd's spokesman said.

The dispute dates back to February 1992, when David Co-
leridge, then chairman of Lloyd's, wrote to brokers instructing
them to send any payments under members' stop-loss policies
directly to the Lloyd's premium trust funds.

About 80% of members are estimated to have some stop-loss
coverage to cap their losses. Members' premium trust funds
contain money derived from Lloyd's business and can be
accessed by Lloyd's to meet members' losses.

Some members disputed Mr. Coleridge's instructions, arguing
that payments under members' stop-loss policies are theirs per-
sonally and should only be paid to the trust funds on a volun-
tarykbasis. Justice Tuckey ruled in favor of the members last

Payments can only be made directly to members under stop-

Continued on next page
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H H viously been polluted but smce cleaned, pol-
POI I Utlon d ISDUte luted sites, and sites that may be polluted One
Cont:nued from previous page msurer said that as many as 20% of the sites \ .
Many French companies have become aware had already been cleaned Extensive negotia- Merrett's preta.x profits fell 738% to 839.’000
of the need for pollution coverage only in the bons will take place between the government Continued fromprevtous page pounds ($1.27 milhon) m 1992 from 3 2 milhon
past 20 years as French environmental laws and the companies before cleanup costs per loss policies that do not state that payment pounds .@6 rgilhon? m 1991 - .
have tightened For example, until two years company are calculated should be paid to trust funds Only about 25% . Viewed aga r.1$t he d'ff_'cu“ conditions
ago, Pechmey had a liability pollcy that co- "Thé government hasn't ordered the com- of stop-loss pollcies allow direct payments to which have prevailed m the insurance world
vered only sudden and accidental pollution, panies to do anything yet because there are big members, the Lloyd's spokesman said and which are reflected in the Lloyd's market,
said Risk Manager Alam Neveu EI)'hen, the disagreements about these sites," an EIf Aqui- Despite the Iud%merﬁ, most merﬂber]s_ are the egrrow)‘?,upﬂdem/vntmg re.sulljs have held up
company arranged unth its Insurer, Assurances taine spokesman said trying to pay rather than evade their Lloyd's vety well,” Mr Merrett'said Underwriting re-
Generales de France, to add gradual pollution "The MInIStI’y of Environment is putt|ng losses, the Spokesman said sults for 199(') are not yet available
coverage to the pollcy The gradual pollution pressure on these comE)anies to clean up these The case was brought against two mem- The group’s results mclude a 700,000 pound
coverage is reinsured by Assurpol sites But it is unllkely that anything will'hap- bers to establlsh a precedent, but more than ($1 1 milhon) payment under Merrett's errors
Mr Neveu said the gradual pollution cover- pen untll the elections are over," noted Patrick 100 other members are disputing the Lloyd's and omissions deductible related to settlement
age is underwritten on a claims-made rather Power, a lawyer at the Parls office of Bntish instruction Lloyd's has not yet decided of htigation with members of %yndicates man-
than an occurrence basis, and thus covers only law firm Clyde & Co French legislative elec- whether to appeal the ruling ged by RHM Outhwaite (Underwnting
claims of damage occumng after the pohcy bons were to be held March 21 Ag.efnC'eS) Ltd over losses m the 1982 under-
became effective He said AGF would not Meanwhile, the European Commission pro-  Nerrett's profits drop writing year (B, Feb 17,1992) )
reimburse Pechiney for gradual pollution duced a "green paper” last week on environ- The total capacity of the nine Merrett syndi-

damage that occurred before the new pollution mental dame%%e hability, said a commission Profits ﬂunéqed at LI%yd's managmg agenc%y gates has fallen 22 7% to 385 milllion pounds
pollcy came mto effect | o spokesman This will pave the way for an Merrett Holdings PLC in 1992 because of ($583 1 milhon at year-end 1992 exchange

\)\%en%e government issued its list of pol- EC directive, forcing EC member countries poor market conditions, said Chairman Ste- ratez from 498 milhon P_ounds ($931 3 milhon
luted sites, it Included sites that have pre- hke France to tackle the problem m phen Merrett atyear-end 1991 rate) in 1992

And the reduction in Lloyd's membership
this year has led to a substantial reduction m
the Merrett syndicates' 1993 capacity, he said

LONDON
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NOTICE

The Kansas State Employees Health Care Commission of the State of
Kansas intends to issue a request for proposal(s) (RFP) on April 1,
1993 for its insured indemnity medical, prescription drug, dental and
HMO plans The medical and drug plans will be insured Both insured
and self funded arrangements will be considered for the dental plan

They are presently 38,465 employees and 7,990 retirees participating
in various health plans The 1993 premium for this plan ts expected to
exceed $159,000,000 The indemnity plan has been substantially
strengthened over the last few years by lessening adverse selection
and including a managed care component As a result, the claims
experience has become much more predictable

If interested in receiving a copy of the RFP, please forward your
request to
Kansas Department of Administration
Division of Purchases

900 S W Jackson St. - Room 102-N, Topeka, Kansas 66612-1251
Phone: (913) 296-2376 Fax: (913) 296-7240

IN THE CIRCUIT COURT OF COOK COUNTY, ILLINOIS
COUNTY DEPARTMENT, CHANCERY DIVISION

PEOPLE OF THE STATE OF ILLINOIS, )
ex rel,
Stephen F Sekke, Director of )
insurance of the State of lllinois )
) No. 92 CH 12196
Plant:fr,

V.

HMO Estate, Inc alida
MEI)CARE HMO, INC.
an lllinois Domestic Stock

Health Maintenance Organization )
Defendant )

NOTICE OF CLAIMS
DATE AND PROCEDURES

PLEASE TAKE NOTICE, thal on January 4, 1993 an Order of Liquidation With A
Finding ofinsolvency was entered against MedCare HMO, Inc (' MedCare' ) by the Circuit
Court of Cook County illinois Stephen F Sekke Director of Insurance of the State of
lllinois ("Liquidator ) is the statutory and court affirmed Liquidator of MedCare

TAKE FURTHER NOTICE, that on February 3, 1993, the Circuit Court of Cook
County, illinois, entered an Order Fixing the Final Date for the Filing of Claims ("Fixing
Order' ) Pursuant to the terms of the Fixing Order, all nghts and habilities of MedCare and
its creditors policyholders and stockholders. and all other persons interested m its assets, are

fixed as of January 4, 1993 unless otherwise provided in a subsequent Order of the
Court

TAKE FURTHER NOTICE that all persons and entmes, who have, or may have.
claims against MedCare or the properly or assets of MedCare, shall have the right to present
and file with the Liquidator, proper proofs of claim on or before 430pm,CST,on
January 4 1994

TAKE FURTHER NOTICE that the form of, and required contents of all proofs of
claim are descnbed in 215 1LCS 5/209 Proofs of Claims. together with supporting docu
ments, if any, are to be filed with, and may be secured from. the Liquidator of MedCare
HMO. Inc, in Liquidation, 222 Merchandise Mart Plaza, Suite 1450, Chicago, illinois
60654 Filing shall occur upon the receipt of the Proof of Claim by the Liquidator The
Liquidator reserves the nght to require such additional information with respect to any claim
filed with him as he may deem necessarv The Liquidator further reserves any and all

defenses available to MedCare upon all filed claims All Proofs of Claim must be duly sworn
to before an Officer authonzed to take oaths

THE LAST DATES FOR THE FILING OF PROOFS OF CLAIM WITH THE LIQUI-
DATOR IS SET FORTH ABOVE NO PERSONS HAVING OR CLAIMING TO HAVE
ANY CLAIMS AGAINST MEICARE, OR ITS ENROLLEES, SHALL PARTICIPATE IN
ANY DISTRIBUTION OF THE ASSETS OF THE COMPANY, UNLESS SUCH CLAIMS
ARE PROPERLY FILED WITH THE UQUIDATOR ON OR BEFORE JANUARY 4,1994
AT430PM,.CST

James W Schacht
Special Deputy Receiver

PHOENIX RISK SERVICES

President

Phoenix Risk Se,vices (PRS), a subsid-
lory of The Phoenix Insurance Group,
Inc, seeks ¢ high powered marketing
dnven person to run Its Allemative Risk
and Progrom Business PRS provides
insurance services (excess insurance
claims, loss control etc ) to Its cus-
tomers who choose to assume nsk
Candidate should have ot leost ten
plus years hne experience, ability to
make deals happen, and significant
contacts in the Reinsuronce and major
primaly markets A proven Mack record
is cnhcol Individual must be able to
significantly grow business from Its
current 52.000,000 commission level
Exceptionol compensalion package re-
lated to production, profitability and

learn building
Casualty Account Executive

Phoenix Risk Services (PRS), seeks an
experienced Casualty Account Execu

tive to coordinate claims administration
between its large commercial oc-
counts. its TPA and Insurance Com

pony Must be expenenced in client
service and have exceptioncl interper-
sonal presentation and orgonizattonal
skills Knowledge of Workers' Com

pensahon claim handling helpful Con-
didate should have at least five plus
years casualty, experience Attractive
salary ond bonus pockage available to
right candidate

CREDIT GENERAL
INSURANCE COMPANY

V P Underwriting

The Company, 0 subsidiary of The
Phoenix Insurance Group. tile , seeks
an experienced commercial undetwriter
with broad bosed knowledge of all co-
sually lines of business with heavy
emphasis on excess lines (especially
workers compensallon) including loss
sensitive funding techniques (le,
Retros, SIRs Deductible programs and
Atternat,ve Risk Financing programs)

The candidate shall have strong analyl-
Ical skills especially m financial viablt

ity/profitability d new and existing pro-
grams and thorough knowledge of
regulatory and filing-related issues Ex

cellent communication, Interpersonal
and organizational skills o plus Indi-
vidual should have excellent relation-
ships with reinsurers and primary mar-
kets Ten years experience required

Commensurate salary and bonus
pockage available to nght candidate

Please send resume to
The Phoenix
Insurance Group. Inc.

3201 Enterprise Pkwy
Suite 490

Beochwood. Ohio 44122
Attn: Human Resource Mgr

Special Opportunity s

Leading insurance flrnl has opening for
life and financial planning position
integrity, character, professional
qualifications, and successful expenence
required Forward complete resume
with references to

Wirt A Yerger, Jr CPCU, CLU
Ross & Yerger
PO Box 1139, Jackson, MS 39215

Seeking to Acquire
Truck Physical Damage and
Nontrucking Liability Busmess

Interested Parties, Contact

Guardian Underwraters, Inc
206 Harbor Drive South, Suate B
Venice, FL34285
800-5214287 813485210

CORPORATE
RISK
MANAGER

Upper Midwest Fortune 500 firm are interested )
manufacturer seeks an indi- of thg Request For Propgsal to provide
vidual with 7 + years broad of Interest to

based risk experience with

HMO/INSURER JOINT VENTURE

A rapidly growing TPA/PPO (200,000 lives) desires an
HMO or Insurance Company partner to underwr,te Fs PPO networks %
in New York State and New England

We are seeking a long-term relationship
with a committed managed care company

Please contact

RON ZOELLER. PRESIDENT
NORTH AMERICAN ADMINISTRATORS. INC,
40 JOHN GLENN DRIVE
AMHERST, NY 14228

LEGAL NOTICE STRUCTURED
ANNUITY
The Community Redevelopment PRODUCERS

Agency of the City of Los Angeles,
Galifria is soliciting proposals to A major structured annuity com-
ervices for the A%ency{ If you or JYour panx_located in the Northeast Is
obtaining a Copy looking to expand its existing
network of producers throughout
the United States The maJor cor-

riers are represented by our
r B_.Goddard, Risk Man

industrial property / casualty The Community Redg?/eerlopment offices

exposure Experience will in- Agengy, of the Gitv of Los Angelss

clude self-insured workers

compensation and product (213) 977-1994
liability programs Must pos- Statements of Interest must be received

sess excellent communication
and organizational skills and
have ab, lity to interact with
top management, legal and
divisional personnel CPCU
or ARM designation a plus

For confidential considera-
tion, send resume with salary
requirements to
Box 2783
Business Insurance
740 North Rush Street
Chicago, IL 60611-2590

Equal Opportunity Employer

Tn Just one week, an advertiser received over
148 resumes when running a blind classified

Please contact Warren Kobll

Los Angeles, Ca 90013 1-800-221-4623

Semement Funding Assoc. Inc.

at the Agency by 4 00 pm, Friday 2,
1993

HELP WANTED

TECHNICAL ANALYST
HELP WANTED
Office of Attorney General seeks qualt-
fied individual for the position of
Technical Analyst to assist m insurance
WORKERS COMP CASE MANAGEMENT rate Iitation,,grovide expert testi-
mony ana analysis on actuarial, finan-
Coordinate return to work with ee/ cial, statistical and general matters
facility mgt/med providers/claims Candidates should have Masters
Corporate position requires BS, 3 + yrs degree or equivalent actuarlal expert-
case mgt exp, strong mgt, admin & ence in property, health or casualty
communications skills Nursing/ insurance, passed three actuarial
medical, computer & corp exp a Dlus exams, excellent writing and verbal
Travel in northeast FAX 914-391-1596 communication skills Extensive expe-
or send resume INTERNATIONAL Hence with spreadsheets, graphics and
PAPER, WC Dept, 2 Manhattanville Rd, databases a plus Excellent benefits
Purchase, NY 10577 Send resume to Office of the Attorney
General, One Ashburton Place, Boston,
MA 02108 Attn Kathleen Santry Affri-
mative Action/Equal Opportunity
Employer

JAPANESE PRODUCER
Leading global insurance broker seeks
experienced Japanese business devel-

ad in the Professional Marketplace Section of Callforma MUt BE S o (LS 6F S
. . . major Japanese University, preferably
Business Insurance. Put the power of Business with aus obtained MBA éyandldate

must have a minimum of 10 years large

Insurance to work for you! For details call. account insurance production expen-

800-678-2724 -
FAX: 312-

Business Insurance

ence (preferably both in Japan and the
U S ) and be fully bilingual in English
and Japanese Position is based in Los
Angeles Attractive salary and benefits
Interested candidate should forward, m
confidence, their resume with a hand-
written letter m English outlinin? ca-
reer goals, etc to Willis Corroon Inter-
national/Americas, "Los Angeles
Japanese Resource", Wall Street Plaza,
NY NY 10005, Attention L Chappell

312-649-5340
649-7799



French insurer wants to expand U.S. presence

By JOANNE WOJCIK

SAN FRANCISCO-French insurer
Groupe des Assurances Nationales, which
writes $8.6 billion in premiums world-
wide, is seeking to enter the domestic U.S.
market by acquiring a shell company li-
censed in most states.

Paris-based GAN, France's fifth-largest
bank-owned insurer, has had marketing
affiliations with several major U.S. in-
surers and has held U.S. licenses.

But GAN no longer wants to use domes-
tic insurers as fronts to underwrite re-
verse-flow business, said C. Timothy Mor-
ris, president and chief executive officer
of its U.S. operations based in New York.

The Paris-based insurer plans to in-
crease its book of U.S. domestic business
by taking over American Universal Insur-
ance Co. of Providence, R.Il., which was

Getting a
on real

Risk-based capital

ordered liquidated by the Rhode Island In-
surance Department in January 1991.

GAN is negotiating with the department
to reactivate the failed insurer's 48 state
licenses, Mr. Morris told Business Insur-
ance after a speech at the recent National
Insurance Symposium Leadership Confer-
ence, sponsored by Russell Miller Inc. in
San Francisco.

According to Mr. Morris, GAN's push
into the United States will enable it to
reach its three fundamental goals:

» To expand globally, focusing on com-
mercial lines. Currently, 40% of the in-
surer's book of business is commercial
lines.

+ To capitalize on its relationship with
the Banque des Assurances de France.
GAN has a $3.6 billion European capital

base.

 To update its service capabilities.

grip

One of GAN's most attractive assets is
that it "has no past book of business to
manage against,” Mr. Morris noted. "We
don't have a tail, so we're starting essen-
tially from scratch.”

Because of its international affiliations,
GAN can create a widespread distribution
system that will appeal to many multi-
national companies, Mr. Morris added.

In addition, because GAN is "not a
quarter-to-quarter company" it can afford
to underwrite much of the business re-
jected by U.S. insurers, like personal lines
auto, workers comp and other commercial
property/casualty risks, he said.

"GAN has a strategic view of how they
want to do business. They have a Euro-
pean international focus on a longer-term
vision of how they want to build the com-
pany."”

GAN currently has operating licenses in

A == o =

37 states and the District of Columbia.
However, Mr. Morris said its California li-
cense has been temporarily suspended by
the Insurance Department because it is a
foreign-government-owned insurer.

GAN is 80% government-owned, but
that is likely to change after the March 21
elections, Mr. Morris said. "The next Par-
liament is expected to be conservative and
will likely reduce government ownership
to maybe 51%."

GAN's involvement in the United States
extends back to 1979, when it teamed with
Chubb Corp. to provide coverage to
French companies with U.S. operations
and services to U.S. companies with Euro-
pean operations. GAN later forged an affi-
liation with Continental Corp. and ac-

quired 37 state licenses by buying
Union Standard Insurance Co. of Dallas in

1990. Eli

Symposium examines insurance industry innovation

SAN FRANCISCO A tot=iim——vm =

at approximately the same time

estate

may force insurers
to revalue holdings

SAN FRANCISCO-Risk-
based capital requirements soon
will force insurers to more ac-
curately value their real estate
holdings, a famous investor pre-
dicts.

"There's very little connection
between the balance sheets of in-
surance companies today and re-
ality," said Samuel Zell, chair-
man and chief executive officer
of Equity Financial & Manage-
ment Co. in Chicago.

Part of the reason there have
not been more distressed real es-
tate transactions in the United
States during the recent re-
cession is "most of the insurance
companies have all their turkeys
buried," he said.

But risk-based capital stan-
dards will force "all those tur-
keys to come to the forefront. It's
just basic discipline that this in-
dustry has never had.”

Mr. Zell speaks with the expe-
rience of 25 years of buying and
turning around troubled com-
panies, which has made him one
of America's wealthiest men.

The failure of Mutual Benefit
Life Insurance Co. should be a
lesson to insurers with large real
estate holdings, Mr. Zell said
during a luncheon address at the
recent National Insurance Sym-
posium Leadership Conference,

sponsored by Russell Miller Inc.
in San Francisco.

4& 014 |

Mr. Zell

"Things like that are very dis-
turbing and, frankly, very dele-
terious to the insurance indus-
try,"” he said.

Although risk-based capital
standards will be "very painful”
in the short term, "it will im-
prove the overall confidence
level in-and the overall finan-
cial ability of-the insurance in-
dustry,” Mr. Zell said.

Using re-valuing of real estate
holdings as an example, he posed
this dilemma:

"If you have an asset on your
balance sheet, say it's a $60 mil-
lion loan that's worth $30 mil-
lion, what you're really con-
fronted with is a choice. Do you
want to sell it now for $30 mil-
lion, or do you want to sell it
later for $30 miillion?"

-By Joanne Wojcik

Claims administration

Continued from page 3
purchasing decisions, he ex-
plained.

A more personal approach in
workers compensation claims
will likely yield significant sav-
ings as well.

"Up until the recent past,
many of us in the claims admin-
istration business have viewed
workers compensation as a legal
problem, and the administration
process has been focused on the
legal issues,” he said. "Now,
escalating medical costs have

caused us to change our focus to
the medical issues.”

But while the medical costs
may make up 40% of workers
compensation claims, "we can-
not lose sight of the real

issue...the total cost of the
claim,” Mr. Minix asserted.

As a result, "our administra-
tive procedures must concentrate
on returning the injured em-
ployee to gainful employment in
the most medically efficient and
cost-effective method possible
without compromising the em-
ployee's self-respect.”

Too many employers view the
injured worker as a liability, he
said. "But they should be looking

at them as a valuable asset” that
must be rehabilitated.

This can only be done in an en-
vironment "where all the parties
-the employer, the claims ad-
ministrator and the medical spe-
cialist-are involved,” Mr. Minix
said. Eli

of 131 insurer and broker ex-
ecutives attended the annual
National Insurance Symposium
Leadership Conference spon-
sored by Russell Miller Inc.

The theme of the conference,
held March 7-9 at the Rit=-
Carlton Hotel in San Francisco,

24-hour coverage

Continued from page 3

among those with the highest
workers comp premiums in the
state.

"For those of you from Califor-
nia, if that sounds political, it
probably is," Mr. Hoskins said.

In addition to preparing se-
minars, Andreini already is pro-
viding coverage that combines
workers comp coverage and health
insurance to the California Build-
ing Material Dealers Assn., accord-
ing to Mr. Hoskins.

Although he did not identify the
underwriter of the program, he did
say it was being provided through
a Southern California health main-
tenance organization.

So far, Fountain VValley-based
FHP Health Care is the only Cal-
ifornia HMO that has developed
a fully integrated 24-hour prod-
uct, although other companies are
marketing managed care services
to employers that self-insure their
workers comp exposures (Bl, Sept.
28, 1992).

The 24-hour coverage pilot pro-
gram will not allow employees to
pick their physicians, as is permit-
ted under current law. However,
employees will be given the option
of participating in the program. To
encourage participation, the law
will allow employers to offer in-
centives such as waiving deduct-
ibles on regular health care plans.

Andreini's management believes
that once A.B. 3757 is fully imple-
mented, employers in those four
counties will realize significant
cost savings by reducing their ad-
ministrative costs and eliminating
duplicative coverage, Mr. Hoskins
said.

"We really have invested a lot
of time and effort learning about
the product, and we believe that
within a year workers compensa-
tion in California could easily be
sold by our benefits people and
not just by our property/casualty
people,” he said.

The seminars have not yet been
scheduled.

For more information, contact
Mr. Hoskins or Dennis Windsor,
Benefits Department Manager, An-
dreini & Co., 220 W. 20th Ave., San
Mateo, Calif. 94403; 415-573-1111.

-By Joanne Wojcik

Change the Industry.”

It featured sessions on the
emerging global marketplace,
alternatives to traditional re-
insurance and U.S. insurers’

ties to the London market.

of year.

For more information about
the symposium, contact Dar-
lene Nelson, Symposium Coor-
dinator, Russell Miller Inc., 300

Next year's symposium also
will be held in San Francisco

Montgomery St., San Fran-
cisco, Calif. 94104; 415-956-
7474

Insurance Services Guide

InPhoto Surveillance

Experts in long range
video surveillance.

Our agents are sta-
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drive of 80%

U.S. population.

tioned within a 3 hour
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Call 800-822-8220 FAX 800-7524720

The Most Comprehensive Risk
Management PC Software Ever!

Call for an On-Line
Demonstration. You
Must See It to Believe It!

FasTrack RMIS™

For DOS, Windows and Novell

msurance

Software

Nnurl s

700 Old Roswell Lakes Pkwy. #300

Roswell, Georgia 30076

(404) 992-9383 FAX (404) 992-9377

« Workers' Compensation, Automobile
General Uability, Property & Equipment
* 24 Hour Care (Health & Workers' Compensation)
e Formal Policy, Coverage & Claim Reserve and
Detail Transaction Accounting
« Sal.ty & Loss Control Analysis & Reporting
« Medical Cost Containment - using MDR's,
UCR & State WC Fee Schedules
« ICD-9 and CPT-4 Medical Coding Edits
Using MDR's Claims Edit Database
+ WC Policy Rating, Issue, Auditing & Billing
+« WC Experience Modification Factor Calculation
« Over 300 Standard Reports and Two
Menu Driven Ad Hoc Report Writers
« Historical & On-Going Claim Data Conversion
e Consulting Services & Free Installation & Training

Self Insured's, TPA's, Insurance Carriers, Funds,....

Investigate the new generation of quality software solutions for
health benefits manmgement, workers' compensation claimg general
liability, and medical cost containment.

ISP CompS¢ar Automated symein for prooessing Worker Compermtion claims. The symcm is
designed to meet the regulatory reporting requirements on a mate-by-Bute buis.
Verifies employee eligibility, validates payments. writes checks mid prepares state

fogms

ISP M«liSt,r.

Medical Fee Schedule Validation systan automates the processing of WC medical

bills m accordince with state by state reimbursement regulations, detectS bundled
and nbundled ch,rEes, PPO Functions, and much mort

ISP MultiStar.

Multi-Lme Claims Mana:crnent gy*m, it is idcal for mos: coverages, mcluding

Commercial Auto. General Liability. Pmfessional Uability and Medical

Matpractice.

- _ _7

ISP HealthStar Health Benefit M*nagement System, including
Major Modical, Surgical, Dental, Vision. Life

and Disability.

Inmria®e Sortia/. Pkkages, Inc
3615 QI®em him Drive

Tampa, Florida 33613

(800) 237-8133 E I

For advertising information in the INSURANCE SERVICES GUIDE
Contact: Margaret Hikido, 740 Rush Street. Chicago. lllinois 60611.
Telephone (312) 649-5340
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Minnesota plan

Continued from page 1

Restoring the plan to an adequate
funding level required a 1989 fund-
ing increase of 67%, split between
the state and employees, and a com-
bination of legislative appropria-
tions, special charges to state agen-
cies and negotiations with BC/BS of
Minnesota over its responsibility for
claims payments, Mr. Cooley said.

To bring health care costs under
control, Minnesota implemented its
managed competition approach to
health insurance purchasing in
1989. "In that year, overall health
insurance premiums increased

er Co
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42%," Mr. Cooley explained. "With
the new approach, the increase
dropped to 14% in 1990, 9% in 1991
and 6% in 1992 and 1993."

Minnesota's health care budget,
including employee contributions,
totaled $240 million in 1992.

The state was able to slow health
care premium increases through a
combination of strategies, including:

+ Replacing the traditional fee-
for-service plan with an indemnity
plan with a preferred provider orga-
nization option.

« Decreasing the number of
HMOs offered to six from 10 and
standardizing benefits and eligibil-
ity.
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« Collecting and disseminating
information about employee satis-
faction with the different HMOs of-
fered by the state program.

* Tying the emp16yer contribu-
tion to the premium charged by the
lowest-cost HMO.

The last element was certainly one
of the most important, Mr. Ogren
said. It enabled the state to break a
cycle of so-called "shadow pricing,"
which plagues many employers of-
fering both traditional indemnity
plans and managed care plans like
HMOs and PPOs.

Shadow pricing occurs when un-
derwriters for HMOs and PPOs try
to guess how high the employer's

their agents or r-
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indemnity insurer will raise premi-
ums. Those underwriters then sub-
mit premium increases close to the
indemnity plan's increase.

"For years we went to the HMOs
and banged on their desks saying
they must lower their rates," Mr.
Ogren said. But the HMOs eizher at-
tempted to justify their rate in-
creases or simply ignored the state's
complaints.

In 1988, the state told its HMOs it
would base employee contributions
on the lowest-cost healsh plan
rather than the indemnity plan. The
strategy would force HMOs that
wanted to grab market share to hold
the line on premium incrE:ses in

es Capacity and Stability
ord Catastropnes
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can make a difference

order to attract more employees.
"We told them, 'All we need is one
of you to break rank, and we'll base
contributions on your premiums,”
Mr. Ogren explained.

Group Health Inc. of Mmneapolis
was the first HMO among the six
offered by the state to significantly
reduce its rate of premium increase.
As a result, its market share rose to
35% in 1993, compared with 19% in
1988.

Labor-management cooperation
was a vital factor in making this
strategy work, Mr. Ogren noted.
Labor unions were willing to accept
different employer contribution
levels for different employees. Con-
tributions varied because the Group
Health HMO wasn't available in
every one of the 87 counties where
state employees work. Those em-
ployees' contributions are based on
the lowest-cost plan available to
them.

Convincing the different HMOs to
offer virtually identical benefits also
helped foster managed competition,
Mr. Ogren added. "What HMOs
have traditionally done if they
couldn't compete on price is to add
another benefit-a bell or whistle-
so their benefits package would look
better." The added benefit usually
increased the cost of the plan, but its
perceived value would attract more
employees. "That's not the behavior
we want to encourage," Mr. Ogren
said.

Employees now choose among
HMOs based on price and quality,
which is measured by member satis-
faction surveys. The survey results
are distributed during each enroll-
ment period, so employees contem-
plating a switch can get information

on other HMOs.

A group purchasing program
modeled after the state's will be of-
fered to private employers this July,
Mr. Cooley said. The state will ad-
minister-but not fund-the pro-
gram, which will function like a
multiple-employer plan. Small and
midsize employers are expected to
join the program, which will offer
their employees a choice of three
fully insured health plans: a point
of service plan and two independent
practice association-model HMOs

Mr. Cooley said he is "optimistic"
that the private-sector employers
will gain from pooled purchasing
power, just like the state did.

The new pool could serve as a
model Health Insurance Purchasing
Cooperative under a managed com-
petition program, because "the ra-
tionale behind an HIPC is to create
the leverage necessary to have equal
bargaining power with health
plans," he added. ial
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"The (blizzard) affected 24

Sto rm da mage states with the worst destruction
Continued from page 1 occurring in the Southeast,” said
and expects that figure to rise to Best Senior Vp John H Snyder
37,000 "There will be a lot of frozen

Nationwide predicts $53 mil- pipes and water damage because
lion of its losses and one-third of of the freezing temperatures, and
its claims will come from Flor- snow in the South always causes
ida Another 15,000 less-severe a large number of auto accidents
claims are expected from North Our best guess is that it was
and South Carolina, a spokes- comparable to the November

man said storm that brought with It about
A M Best Co estimates total 50 tornadoes "
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through It the best they could,”
said Thomas MeKeever, vp-em-

ployee and public relations
Throughout the Appalachian
Mountains, agricultural concerns

reported some damage

, - ! "We probably had at least a
D . dozen cases of physical damage
3 ° o to property,"” said Olen Stewart,
risk manager for the Southern
States Cooperative Inc, a Rich-
v* mond, Va -based umbrella orga-
nization that provides a multi-

insured damages of $800 million The Blizzard of '93 is expected * tude of services, including

from the blizzard to have a proportionately grea
Up to $425 million of that total impact on primary insurers than

is expected to come from the did the Nor'easter
South Best based that estimate "Compared to the December
on the belief that this storm storm in the Northeast, the por-
pummeled the Southeast with tion of this loss retained in the
the same force as a series of tor- primary market will be greater,”
nadoes that ravaged the Midwest said Michael A Smith, an insur-
and several southern states last ance analyst with Lehman Bros
November (Bl, Dec 7, 1992) in New York Insurers that ren-
In the Northeast, Best said ewed their catastrophe reinsur-

ter , A Insurance for member farmers in
o o Ffe Delaware, Kentucky Maryland,
North Carolina, Virginia and
West Virginia

"We lost a few rooftops in
Kentucky and sustained some
Doug Goodman damage to some retail outlets,

The deep snow hampered business and transportation-including but nothing malor,” he said

the buses on New York's 42nd Street-all along the East Coast. That damage will be covered
by property insurance, said Mr
Skaarup Shipping Corp of would be triggered That cover- Stewart "Our own insurance ex-

blizzard damage will not Iikeg ance programs on Jan 1 were Greenwich, Conn, lost a 500- age, written in London, applies change covers property damage

approach damage from the
ceember 'Nor'easter” that ripped cause of reduced market capa

e- forced to retain more risk be- foot bulk freighter full of gyp- to all property damage and re- above a $1,000 deductible and

c- sum chips in stormy seas off pair costs to the electricity dis- we also have another policy

the coastlines of New Jersey, ity, he said Nova Scotia All 33 Chinese crew tribution system through Protection Mutual In-
New York, Connecticut and Mas- As businesses throughout the members, who were hired by an Southern also has standard surance Co " That policy has a
sachusetts, causing an estimated East dug themselves out last agency in Hong Kong, are be- property coverage above a $1 $5,000 deductible, but further
$625 million in insured damage week, only a few said they were lieved dead million deductible details were not available

(Bl, Dec 28, 1992) hit hard The ship, the Gold Bond Con- Heavy snow in northern Geor- Spring crops were not yet

6Good' risk managers
prepared for storm

iA

By SARA MARLEY ample, a company could spend Vv
so much time and effort on pro-
"Once-in-a-lifetime" events tectmg an unstaffed warehouse
like the Blizzard of '93 force that the value of ItS sprinkler
risk managers to consider all system would exceed the value

potential catastrophes-no mat- of its building and goods

ter how remote Risk managers also need to-
And even though most will factor polltics mto the equation

ultimately devote their re- "If you throw too much at

sources to controlling more fre- (loss control), soon you're not
quent, lower-profile losses, it is heard by management,” warned
important to think about the Mr Sachs
remote nsks, as well, loss con- Close calls should be left up
trol experts say to top management, Mr Head
"Everybody ought to think said Some loss control deci-
about every possible peril," said sions w111 depend on corporate
George L Head, vp of the In- culture, finances and a com-
surance Institute of America m pany's image m the community
Malvern, Pa "Unless you con- Cash-strapped manufactur-
sider them, there is no way of ers, for Instance, may make dif-
managing them Consider all ferent decisions than a hospital
that can happen, from a plague concerned about its image in

of locusts to an invasion of Mar- the community, Mr Head said

tians Programs also will reflect
"If you have a good emer- geography

gency plan, it will deal with "We stress customizing a (di-

most issues," said Steven M saster) plan to a specific plant,”
Sachs, vp-nsk management ser- pointed out Dick Gross, re-
vices division at Hobbs Group search consultant at Industnal
m Columbia, Md, the brokerage Risk Insurers m Hartford, Conn

arm of Arkwright Mutual In- "They can take into account cli-
surance Co mate differentials "
"If a risk manager has done An IRl management and loss

a good Job, the Infrequent event control program called "Over-
will be easily mitigated,” said view" is designed to lead com-
Dawd Grupp, senior loss con- panies through designing re-
trol engineer at Kemper Na- sponses to all catastrophes
tional Insurance Cos in Long Rather than build a roof in
Grove, lll "A good risk man- Atlanta to withstand as much
agement program is genenc " snow as a roof m Buffalo, the
Many organizations decide it Georgia risk manager should
is more efficient to devote re- have a shovel or another way to
sources to preventing carpal get the snow off the roof, said
tunnel syndrome than to pre- John Davenport, assistant vp
venting a terrorist bombing and director of research at IRI
Those calculations could vary, Midwestern firmsshould have
though At politically sensitive a plan to deal with an earth-
businesses, like chmcs that per- quake, but they do not need
form abortions, for example, the buildings to meet the same
risks of violence can be sub- stnct requirements that a Cali-

stantial fornia business would, headded
But, even loss control experts Compames should keep these

concede that IS possible to have issues in mind when making

too much of a good thing business decisions, as well If

"It is possible to spend too the time comes to build an ad-
much on loss control,” cau- ditional plant that produces the
tioned Mr Head same goods as another, it may

Systems and programs can be wise to build the new one in
become so elaborate that they a different part of the coun-
are worth more than what they try so both would not be shut
are supposed to protect For ex- down by the same disaster 81

veyor, was leased to National gia damaged an estimated 50 growing when the storm hit, "but
Gypsum Co at the time of the manufacturing plants In Cal- if there's a heavy melt, It could
mysterious disappearance The houn, Ga, at least 28 roofs col- cause us to delay planting from
ship's $30 million hull and ma- lapsed under the weight of snow Aprll into May, " he noted
chinery value is fully insured, in buildings of various sizes and Transportation firms were also
primarily at Lloyd's of London, mdustrial uses, said Cathy Har- hit by the storm
where coverage is led by syndi- rison, city administrator Every inch of the 19,000 miles
cates managed by Janson Green One company, Chattanooga, of railroad track owned by CSX
Ltd, and in Norway, by units of Tenn -based Dixie Yarns Inc , Transportation Corp was shut
esta Gruppen A/S A very small su f f ered an undetermined down "The magnitude of this
portion of the coverage was amount of losses from the partial storm was the most severe | have
written by U S insurers, said collapse of several roofs at carpet ever seen," said a spokesman for
Frank Parker, executive vp manufacturing sites owned by its the Jacksonville, Fla -based firm
Liability coverage is placed Carriage Industries Inc unit We were completely shut down
with Gard Protection & Indem- "It is impossible to make a from Chicago to Miami and from
nity Club of Norway complete evaluation of damage New Orleans to New York "
Electronic Data Systems Corp at this time While Carriage's CSX, which leases ItS tracks to
was forced to shut down about core carpet manufacturing faci- commuter, passenger and freight
5,000 automatic teller machines lities should resume operation companies, had its commuter
around the country after the roof soon, some equipment will be out lines in the Washington and
collapsed at its data processing of service for many weeks," said Miami metro areas open by Mon-
center in Clifton, N J Daniel Frierson, chairman of day, but freight lines did not re-
A spokesman said EDS has Dixie Yarns open everywhere until last
"some form of insurance protec- Dixie Yarns said its property Thursday
tion" to cover the costs of repair- insurance will cover all the dam- CSX is self-insured for damage
ing the building and subsequent age to Carriage facilities and the that the storm caused to signals
attempts to arrange backup com- company also has business inter- and tracks "It would have to be
puter systems ruption coverage, though it re- an even greater catastrophe than
EDS ordinarily has a backup leased no details this for insurance to play a role,"
computer facility, but the facility Snow also damaged Georgia's said the spokesman
was already being used by a dis- chicken farms and early bloom- Heavy snows and freezing tem-
placed World Trade Center ten- ing peach crops peratures buckled sidewalks and
ant The teller machines were out High winds and freezing tem- damaged roofs at five Holiday
of service for several days until peratures killed about 2 milhon Inn hotels, said Wendell Couch,
arrangements could be made chickens in Georgia, estimated director of technical services for
with other companies Tommy Irvin, the state commis- Holiday Inn Worldwide in At-
It could have been worse Com- sioner of agriculture Winds also lanta
puter equipment was housed in destroyed 140 broiler houses and Damage to two hotels m Ala-
an area not directly affected by 14 breeding houses bama, a pair of hotels in Florida
the roof collapse "We were Peach crops in southern Geor- and one in Georgia "should not
lucky from that standpoint," the gia also were hard hit, though exceed our insurance deductible,
spokesman said "When the roof damage was mild in the middle which IS In the neighborhood of

caved in, we took the system of the state, state officials said $100,000," Mr Couch said

down entirely, which allowed us Some 70% of the state's green- Throughout the storm region,

to store all data We had no in- houses were also damaged Total few insurers with significant ex-

juries and no lost data " physical damage was estimated posures had released loss esti-
He said the company may at $2 5 million to $3 million, mates last week

never move back into its building losses to peach trees could top $5 Tennessee Farmers Mutual

in Clifton "l don't know if we’'ll million Cos in Columbia, Tenn , esti-

ever go back The damage is ex- Most businesses outside the mates $5 5 million in claims The

tensive It looks like It gOt hit by Southeast were spared the insurer reported receiving 3,500

a tornado * storm’s wrath claims for damaged houses, ga-
Southern Co Services Inc, "We had no physical damage rages, barns and sheds

which owns five Southern utili- at all to our fleet of trucks or our Travelers Corp reported 3,800

ties, said its losses could well ex- facilities The only problem we claims The personal lines prop-
ceed its $15 million self-insured had was that we were unable to erty and wind damage claims are
retention make our deliveries on Sunday concentrated in Florida, Ala-
"The damage to our distribu- because the roads were still bama, Georgia and North Caro-
tion systems is very heavy," said closed," said Colleen Manuola, lina, said a spokesman for the
Gary Meggs, risk manager for insurance supervisor for Tasty Hartford, Conn -based company
the Atlanta company "There Foods Inc, a baked goods com- Prudential Property & Ca-
were an awful lot of tree limbs pany based in Philadelphia sualty Insurance Co received
that fell on the lines * "You can't insure perishable nearly 9,000 claims in the first
As of Friday, about 90,000 of items like we make, so anything week after the storm, 4,200 of
its customers in Alabama were that didn't get out was a loss " them from Florida, said a
still without power and the util- Deliveries were also delayed at spokesman for the Prudential In-
1ty was having to borrow crews Blair Corp, a mail-order house surance Co of America unit
from elsewhere to repair lines in Warren, Pa "In this part of ITT/Hartford Group Inc has
If Southern Co 's damages ex- the country, we're pretty used to received more than 4,500 claims
ceed its retention, a special snow, although not such heavy from homeowners, a spokeswo-
transmission disruption policy snow Everyone just fought man said
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For the Record

Appeals panel finds
exclusion ambiguous

ATLANTA-A trial court erred
in concluding that the phrase "con-
sidered experimental” in a health
insurance policy exclusion is not
ambiguous, a three-judge appellate
panel has ruled.

The 11th U.S. Circuit Court of
Appeals on March 9 vacated the
decision of the U.S. District Court
in Pensacola, Fla., and remanded
the case to that court.

A federal judge ruled in Decem-
ber 1992 that Mutual of Omaha
Life Insurance Co. could deny cov-
erage for high-dose chemotherapy
performed in conjunction with an
autologous bone marrow trans-
plant for Mary P. Dahl-Eimers,
who has advanced breast cancer
(Bl, Jan. 4).

However, "The insurance policy
does not clearly specify who will
determine whether a treatment is
considered experimental or how
that determination is made," the
appeals court wrote.

"We think Ms. Dahl-Eimers will
prevail, and we hope this sets a
precedent that opens doors for si-
milarly situated people," said John
Thomas, an attorney with de la
Parte & Gilbert in Tampa, Fla. Mr.
Thomas, who filed an amicus
curiae brief for Ms. Dahl-Eimers,
represents H. Lee Moffitt Cancer
Center & Research Institute Inc. in
Tampa.

Mutual of Omaha won't com-

ment on matters in litigation.

Inland Steel settles
EPA lawsuit

EAST CHICAGO, Ind.-Inland
Steel Co. has agreed to pay a $3.5
million civil fine and to commit
about $51 million for cleanup
projects to settle a 1990 federal
anti-pollution lawsuit over its op-
eration of an Indiana Harbor
Works steelmaking plant.

The settlement, which requires
federal court approval, will resolve
multiple air, water and solid-waste
violations at the company's 2,400-
acre facility in East Chicago, Ind.

EPA officials say the case is
noteworthy because it is the first
one in which numerous violations
were combined into a single com-
plaint.

"This agreement puts all that be-
hind us, and continued operation
of the plant will be in environmen-
tal compliance," said M.S. Nelson
Jr., Inland Steel's president and
chief operating officer.

Louisiana to propose
expansion of Medicaid
BATON ROUGE, La.-Up to

two-thirds of Louisiana's 1 million
residents without health insurance
eventually could be covered under
a plan that would create an insur-
ance program for the working poor
and expand Medicaid to more of
the unemployed.

Under the proposal, the work-
ing poor who earn less than 250%
of the federal poverty level and
are ineligible for Medicaid would
be covered for primary and pre-
ventive care and some yet unde-
termined but minimal level of hos-
pitalization, said George Renaudin,
executive director of the Louisiana
Health Care Commission.

Insurance Commissioner Jim
Brown, who unveiled the plan with
Gov. Edwin Edwards on March 16,
created the commission, which is
independent of the Insurance De-
partment.

The coverage also would be por-

table to a new employer, whose in-
surer could not deny coverage for
pre-existing conditions.

Low-income workers or their
employers would pay $75 per
month per adult and $35 per
month per child for the coverage,
plus deductibles. Health insurers
would bid to write the plan.

The proposal also encourages
Medicaid recipients to enroll in
managed care plans by guaran-
teeing them coverage for six-
month periods, even if they be-
come ineligible for Medicaid dur-
ing that time. The expected
medical cost savings should allow
the state to cover more residents
under the Medicaid program,
which is financed with state and
federal funds, Mr. Renaudin said.

The proposal had not been in-

troduced in the Legislature as of
late last week.

Disaster reinsurance

proposed in Congress
WASHINGTON-No hearings

have been scheduled on a bill that
would create a national reinsur-
ance program for private insurers
and a federal homeowners insur-
ance program for people in disas-
ter-prone areas.

H.R. 935, the Earthquake, Vol-
canic Eruption and Hurricane
Hazards Insurance Act of 1993,
would create an excess-of-loss re-
insurance program to be triggered
if losses from a disaster exceeded
8% of the property/casualty insur-
ance industry's nationwide pre-
mium volume. The coverage also
would come into play if any one
insurer or reinsurer experiences
losses from a single event that ex-
ceed 50% of its nationwide premi-
ums.

The bin, sponsored by Rep. Patsy
Mink, D-Hawaii, would also "en-
courage" states to adopt disaster
mitigation programs and require
all homeowners who hold federally
guaranteed nnortgages in earth-
quake-, volcano- or hurricane-
prone areas to buy the applicable
insurance. A new federal program

would assure that such coverage
would be available.

Maxwell group filing
claims on fidelity cover

LONDON-Administrators of
Maxwell Communications Corp. to
date have filed claims in excess
of $500 million on fidelity insur-
ance policies covering the company
against fraud by directors.

The administrator, Price Water-
house, has made 18 claims on the
policies, which have a limit of 50
million pounds ($72.8 million at
current exchange rates) on any one
loss, a spokesman for the account-
ing firm confirmed. The firm
would not disclose Maxwell's ag-
gregate fidelity coverage. Price
Waterhouse did not make project-
ions about the possibility of addi-
tional claims.

The policies were placed in Lon-
don by Willis Corroon P.L.C.

The Maxwell media group col-
lapsed in 1991 amid allegations of
widespread fraud by group direc-
tors, including the late Robert
Maxwell and his sons Kevin and

lan (BI, Dec. 16, 1991).
California to increase

comp agency budget

SAN FRANCISCO--While most
other state government units are
braced for cutbacks, Gov. Pete
Wilson's proposed 1993-94 budget
calls for increased funding for the

Division of Workers Compensa-
tion.

A $5.29 million supplemental in-
fusion approved by the Legislature
in January corrects a recently dis-
covered budgeting error, according
to the governor's office.

- - The proceeds will be used to:

- Fill 41 positions, including
eight workers comp judges, four
hearing reporters, four rehabilita-
tion consultants, two information
and assistance officers, one disabil-
ity rater and 22 clerical positions.

« Upgrade 24 referee positions
to workers comp judges following
enactment of legislation permitting
the judges to conduct mandatory
settlement conferences.

- Begin a series of pilot projects
on 24-hour coverage authorized
by A.B. 3757, which the Legis-
lature passed in 1992 (see story,
page 3).

The division also has begun a
staffing redistribution plan, mov-
ing judges and support personnel
to high-volume district offices of
the Workers Compensation Ap-
peals Board.

Pine Top directors

face suit by liquidator

CHICAGO-Illinois liquidators
will be allowed to amend and pro-
ceed with a suit that had been dis-
missed last year against directors
and officers of defunct Pine Top
Insurance Co.

Reversing its own 1992 ruling,
an lllinois appeals court ruled that
the "business judgment rule" did
not necessarily protect directors
that made bad business decisions
but were not charged with crimes
(BI, April 20, 1992). The rule gen-
erally shields directors and officers
from liability for exercising their
business judgment.

Pine Top's liquidator-now llli-
nois Director of Insurance Stephen
F. Selcke-first sued in 1988 seek-
ing damages in excess of $100 mil-
lion. The Schaumburg, lll.-based
insurer, a former unit of Grey-
hound Corp., was placed in liqui-
dation in 1987 and is insolvent by
more than $300 million.

In its new ruling, the appeals
court held that the business judg-
ment rule does not allow directors
to "completely ignore their respon-
sibilities.. .without incurring lia-
bility."

Actions against Pine Top's au-
ditors, Touche Ross & Co., and its
former parent, Whitney Financial
Group, are still pending.

BC/BS of Michigan
to offer POS plan

DETROIT-A new point-of-ser-
vice product soon to be offered by
Blue Cross/Blue Shield of Michi-
gan will limit health plan premium
increases to 5% for at least the next
two years.

The new POS plan is based on
an arrangement with two area hos-
pital systems-Henry Ford Health
System and Mercy Health Services
-that have agreed to provide ser-
vices to plan participants for a
fixed annual fee.

Self-insured employers, though,
are not eligible for the rate guar-
antee, unless they purchase the
POS plan on a fully insured basis,
said Marianne Udow, senior vp for
planning and development services
at BC/BS of Michigan in Detroit.

Local employers remain skepti-
cal about the plan, questioning
how much premiums will rise after
the rate guarantee period expires.

"We can't project what will hap-

pen" when the contract expires,
Ms. Udow said. "We think a 5%

annual increase is realistic."
BC/BS of Michigan will begin
marketing the plan later this

year. i,

Update

State comp regulation upheld

Continued from page 2
intent or effort to invadJidate California workers' compensation law."
STAFCOR, a unit of Employee Staffing Services Inc. of Dal-
las, had obtained a temporary restraining order last October to
prevent the state from enforcing California's law requiring all em-
ployers to have workers comp coverage (Bl, Dec. 14, 1992).
The Torrance, Calif.-based firm argued that the ERISA pre-empted
state authority to regulate its plan.

Insurer to defend in sex case

SAN FRANCISCO-Insurers must provide policyholders a defense
for any non-sexual charges included in sexual molestation cases, the
California Supreme Court has ruled.

The decision was handed down in an Orange County, Calif., case in
which a seventh-grade teacher was accused of sexually molesting a
13-year-old female student. The high court said the school's insurer,
Horace Mann Insurance Co., was obligated to provide defense because
the lawsuit naming both the teacher and the school also alleged non-
sexual acts of public embarrassment or harassment by the teacher.

The insurer had asked the high court to adopt a clear-cut ruling
that it did not have to defend or indemnify a defendant in any case
arising from the sexual misconduct of covered individuals. Previously,
the insurer agmed to defend the teacher under a reservation of rights.

For the past two years, California courts have followed the 1991
precedent set by the California 3rd District Court of Appeal in IC
Penney Casuatty Insurance Co. us. M.K., which found that ho-

meowners insurers are not obligated to provide coverage for sexual
molestation claims.

E&A selling troubled units

LONDON-The English & American Group P.L.C. is selling much
of its insurance-related operations in the wake of deteriorating results
at subsidiary English & American Insurance Co. Ltd.

E&A Insurance's results-particularly for marine business-have
"deteriorated very significantly” since it stopped underwriting last
November, the directors said. Last week it ceased paying claims and
intends to ask a judge to appoint provisional liquidators.

At least five other insurers on line slips underwritten by En-
glish & American Underwriting Agency Ltd. also stopped pay-
ing claims last week.

The suspension of payments may only be temporary, though.
The directors of E&A Group say they will sell its insurance services
companies to John Head & Partners L.P. The sale also includes one of
the largest runoff agencies in Inndon, Trinity Square Services Ltd.

The deal does not include Guemsey captive manager Transglobe
Underwriting Management (Guernsey) Ltd., which is owned by E&A
Insurance. Transglobe last week lost its largest client, airline captive
Polygon Insurance Co. Ltd., which plans to manage itself.

Briefly noted

Martin Slate, director of the technical and actuarial division at the
Internal Revenue Service, is expected to be named as the next execu-
tive director of the Pension Benefit Guaranty Corp., government
sources said last week....Standard & Poor's Corp. lowered Crum &
Forster InG's claims-paying ability rating to A from AA +. Accord-
ing to S&P, C&F posted a preliminary statutory net loss of $508.9
million for 1992 and a 150.5% combined ratio after reserve adjust-
ments... .George W. Brown will be named chairman of Jardine In-
surance Brokers Inc. on May 1, replacing Richard A. Archer, who
will become deputy chairman David J. Batchelor, president and chief
executive officer of Jardine Insurance Brokers Asia Ltd. in Hong
Kong; will succeed Mr. Brown as president and CEO of San Fran-
cisco-based JIB. . . .Lloyd's of London in June may report 1990
losses of 2.4 billion pounds ($4.63 billion), according to unofficial
market estimates. The unofficial estimates are 800 million pounds
($1.54 billion) more than the 1.6 billion ($3.09 billion) 1990 loss esti-
mated by syndicate analyst Chatset Ltd. in January... .President
Clinton is likely to name Olena Berg, California's chief deputy trea-
surer, to head the Labor Department's Office of Penmon and Welfare
Benefits Administration. The Labor Department would not com-
ment....The First Baptist Church of Northville, Mich., has put up its
church building to secure an $810,000 bail bond for Wade It Water-
man. Mr. Waterman, a church deacon, was convicted last month of
taking $5 rnillion in illegalloans from American Commercial Liability
Insurance Co., a defunct Grand Rapids insurer he owned (BI, Oct. 21,
1991). He is scheduled to be sentenced April 15. . . .The California
Supreme Court has ordered a state appellate court to hear Pfizer
Ine.'s argument that 16 out-of-state plaintiffs with heart valves made
by its Shiley Inc. unit should be precluded from suing the company in
California (BI, Jan. 11).. .Florida Insurance Commissioner Tom Gal-
lagher has ordered Florida Insurance Guaranty Assn. Executive
Director Jerry Service and nine industry board members to speed up
processing of Hurricane Andrew claims filed by policyholders of
failed insurers. .Insurance executive Charlotte C. Rentz pleaded
not guilty to federal charges that she and her husband, Alan Teale,
defrauded thousands of policyholders through a network of insur-
ance-related companies. Mr. Teale has been hospitalized with a heart
condition and has not yet been arraigned (BI, Jan. 25)....A former
employee of International Business Machines Corp. has been
charged with stealing IBM computer memory cards worth $49 mil-
lion. However, IBM expects to recover all the cards and does not
expect to file an insurance claim....Snow, ice, wind and flooding
caused an estimated $100 million in insured property damage March
4-5 to portions of Delaware, Maryland, New Jersey, New York and
Pennsylvania, according to the American Insurance Services Group.



for Bel-Aire m 1987 bg falsely representmg others produced false 1989 financial state-
that the msurer had the required $900,000 m ments showing non-existent assets, the mdict-
initial capital and surplus, the Indictment al- ment alleges Mr Blumeyer circulated the

Blumeyer indictment
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The others charged are W G King, pres- leges In fact, $500,000 of the total represented statements to brokers, who pmduced $35 mil- 1,050

ident of a St Loum branch of Royal Banks a' certihcate of deposit Mr Blumeyer bought hon m premiums for the Insurer between Oc-

of Missoun, Marvin lkwls, a Texas attorney; with a 17-day loan from Royal Banks He re- tober 1989 and October 1990, the Indictment 1,030

and John W Peckham Jr, a vp with one of Mr paid the $500,000 after Bel-Aire received its says
Blumeyer's companies who handled political license, deplettng the msurer's surplus, prose-
lobbying for Mr Blumeyer cutors charge. gullla company, Atlantic General & Specialty
Mr Blumeyer was arrested Thursday and The other $400,000 was money loaned by the insurance Co. Ltd., m July 1990, and changed
released after postmg $250,000 bond secured now-defunct Insurance Corp of America, a its name to Marigot m December of that year
by his house He willl plead not guilty at an Boca Raton, Fla, insurer headed by Al John- Mr Blumeyer and others also prepared false
arraignment scheduled for today, said his law- son, an associate of Mr. Blumeyer's Bel-Aire 1990 financial statements for Marlgot, report-

Mr Blumeyer and others created a new An- 1,010

990

970

yer, Barry Short of the St Louis firm of Lewils, repaid the loan with premiums it took m after mg assets that were fraudulently created m _950

Rice & Angersh

"He flr*is the charges totally baseless," Mr
Short said

it started issuing policies, the indictment says early 1991 to make the company appear sol-
ICA-unrelated to a Houston Insurer of the vent, prosecutors charge

same name--claimed to be exempt from state As part of the alleged conspiracy, Mr Blu-
Mr Crump, who was released on $50,000 regulation under two turn-of-the-century fed- meyer ts accused of ordermg employees m Oc-

bond, w111 also plead not gullty, said Chris eral court decisions that were later determined tober 1990 to conceal or destroy documents

Hogan, his St Louis lawyer. to be phony (Bl, June 1, 1987) Mr. Crump also is charged with mtroducing
"He was shocked to have been indicted,” Ms Between 1987 and 1990, Mr. Blumeyer and legislation designed specifically to benefit Bel-

Hogan said. "He was shocked by the allega- other defendants repeatedly falsified Bel- Aire and slow down regulatory action agamst

tlons ” Aire's finances m fihngs with Missoun regula- Mr Blumeyer's companies. One of these bills,

-
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The other defendants either were arrested or tors, the Indictment charges For example, for example, would have eliminated the posi- Insurance industry stocks declined last week,
surrendered to federal authonties All were re- Bel-Aire reported in a 1988 flhng that it had tton of Mark W Stahlhuth, the Insurance De- as the Business insurance Index fell 7.9 points
leased after posting bond None of the other borrowed $2 million from Atlantic General In- partment's legal counsel m the Bel-Aim mat- to 971.9 on March 19 from 979.8 on March 12.
defendants or their lawyers could be reached surance Co of Ang,ulla and that Atlantic Gen- ter Another bill would have reclassified Advancing issues for the week were led by

Mr Blumeyer currently heads Evergreen eral had agreed to reinsure Bel-Aire
Management Services Ltd, which has run Into
various regulatory problems m its attempts to at the time, the mdlctment alleges Onginally the indictment says
sollcit business for offshore Insurers through formed m 1987 as "U.S. Reinsurance Co Ltd," In total, Mr. Blumeyer IS charged with 32 U.S.

Bel-Aire as a single-hne insurer, cutting its m- Kemper Corp., up 32.8%; USF&G Corp., up
However, Atlantic General didn't even exist itlal capital and surplus requirement m half, 24.8%; and Zenith National Insurance, up

11.6%. Declining issues for the week followed

Healthcare. down 13.996; Sierra Health Ser-

the Arnencan Assn of Parents & Children, an the insurer did not adopt the name Atlantic counts of conspiracy, wire fraud, mail fraud vices, down 13.496; and United Healthcare

organization Evergreen manages (Bl, March General until Apnl 1989

1) Mr Blumeyer controlled U.S Relnsurance, maximum sentences ranging from flve years to
Several of the offshore msurers Evergreen but concealed his mterest by havmg two others 20 years each and fines of $250,000 to

has used to insure AAPC members-mcludmg hold his shares, the Indictment says $500,000

Mangot Casualty Co Ltd and Tlbenan Insur- One of them, Kevin Chapman, later ap- The other defendants are charged with mul-

ance Co Ltd, both domiciled m Anguina, and peared as a dimctor and officer of Tlberian, an tiple conspiracy and fraud counts carrying ,
Olympian Insurance Co Ltd of Antigua- AAPC insurer barred by Callfomia regulators maximum jall sentences of five years and fines :

of $250,000 apiece
Although the Missoun department took over
Last month, the AAPC ran ads m Bust- ables backed by Anzona real estate worth $3 Bel-Aire m 1990, it Stlll IS hghbng for a court
ness Insurance and other publications to sohcit milhon and in 1990 claimed to hold shares in a order that the insurer is msolvent and should
business that had been wntten by offshore in- penny-stock company worth $1 milhon The be hquidated
surers, many of them hnked to Alan Teale (BI, real estate was actually worth only $385,000, A state judge ordered Bel-Aire into rehabill-

have been barred by regulators in various last year (Bl, May 4,1992)

states Bel-Aire also claimed m 1989 to hold receiv-

March 1) Mr Blumeyer at the time called the though, and the stock was worthless, the m- tation Jan. 14, but amended the order the next Royal

effort a "fact-finding" exercise
Mr Teale and his wife were arrested in

dictment charges. day, directing the department to hire an out-
Missoun regulators placed Bel-Aire in re- side consultant to determine whether mhabill-

January on charges that they operated a net- ceivership m June 1990, estimating it to be tation is feamble, a department spokeswoman

work of U S and offshore Insurers that de- msolvent by $65 milhon. By then, it had been said

frauded thousands of policyholders out of nul- used to defraud policyholders of about $40 The Missouri department's battle with law-

hons of dollars (BIl, Jan 25) milhon, prosecutors allege yers representing Bel-Aire and flve related
The indictment charges that Mr Blumeyer As regulatory pressures on Bel-Aire in- Blumeyer compames has cost the Bel-Aire es-

and the other defendants devised a scheme to creased m late 1989, Mr. Blumeyer is charged tate $24 milhon so far, mcluding $1 8

use Bel-Aim and several offshore companies, with shiftthg busmess to a succesmon of fraud- paid to lawyers representmg the Blumeyer SseldQ\g#

including Mangot, to defraud pohcyholders of ulent offshore compames he controlled compames, the spokeswoman said
$43 5 nullton The fist was Atlantic General, for which Bel-Aire's remaining assets total $12 m11110on
Mr Blumeyer obtamed a Missoun hcense Mr Blumeyer, Mr Peckharn, Mr Lewis and and its liabilities $7 9 milhon, she said m
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, Bladstock

and money laundenng The charges carry CorB.,Sdown 9.0%. The most active issue was

. Healthcare, 7.7 million shares traded. The
Bi Index was down 0.9%; the NYSE Composite
was up 0.01%; the Standard & Poor's 500 was
up 0.1%; and the Dow Jones 30 Industrials rose
1.3%.

British Issues

1 Week 1
March 18 Price P/E Div Yield High-Low

Companies pence pence % pence pence

Comml Union 611 N'M 325 53 619-607
Gent Accident 591 14/M 35 7 60 591-582 ,
Gdn Royal Eltch 183 1*M 93 51 184-183
318 WM 67 21 318-305

Sun Alliance 361 14/M 19 O 53 361-350

Brokers

141 166 68 48 141-140
CE Heath 359 20 8 213" 5 9 359-358
Hogg Group 188 179 109 58 188-185
JIBGroup
Uoyd Thompson 294 237 75 26 294-294
l.ovindes Lmbrt 345 13 6 16 8 49 347-345 " 1

milhon PWSHoldi,0 66 99 53 80 66-66
Grp 178 214 80 45 182-175

ri Jones 246 120 177 72 246-246

194 192 100 51 194-184a

Willis Corroon 203 190 88 43 208-200 1

i Sour,*”"Ph®-01i-OWC -./ - - . Estrliw . 1

Annual Mktmk

Pnce % change % change High Low Vol (000) $ Ow % Yield P/E Book value value

4600 2575 59 ozs o733 22 7.51 509
aa.75 2175 198 016 o339 72 1360 301
3900 1700 64 o1z oas 19 /A /A
a7oo0 2850 125 ooo ooco 27 15.69 220
825 a2s Zo0 ooo coo 5 391 201 4 ,
64 75 31.13 258 1as8 =220 16 a621 1ao0
es75 as.00 112 284 a.1s 12 asos 1.58
2738 1875 659 0.40 1.56 8 1863 138
as5.63 23.19 102 o.s0 17s 10 28.62 159
2700 sss 477 ozo o7s 39 1332 1.92
31.50 2000 114 104 371 1 s038 ooz
1663 12.25 81 0 2a 1.61 71 1688 oss
7.13 4.13 1017 0 32 a 57 3 294 238
2863 1775 s os= 190 12 1792 1531
8325 6650 aso zs0 3a7 14 so79 1.35
6563 4200 636 1.64a 259 15 3537 179
2075 13.13 =8 o3z 1s5s 84 14 39 141

BROKERS Pnce % change % change High low Vol (000) $ Dry % Yield P/E Book value value
Acordia Inc NYS 2400 204 11.63 24.75 15.13 135 036 1.50 16 701 3 42 Mutual Risk Mgrnt Ud NYS 3825 192 556
Alexander & Alexander NYS 2550 000 377 2sss 1800 449 1.00 302 19 1000 2 55 NAC Re Corp otc 4100 180 123
Gallagher Arthur J & Co NYS 3400 226 2035 3500 21 0O 173 072 2.12 21 635 535 National Re Corp NYS 3463 348 1688
Hilb Rogal & Hamilton NYS 1575 ooo oso 1688 1100 o8 oaa =279 22 311 506 Navigators Group oTc 3450 376 615
Marsh & Mciennan NYS o425 180 315 o7 63 71.25 a13 zes zsa 22 1440 6.55 Nobel Insurance LTD oTc 7e8 s00 3404
. Poe & Associates oTc 1700 303 1.49 1900 11.25 28 oao0 =235 68 264 644 NWNL Companies NYS 6475 217 2727
. BROKERS AVERAGE oo se 22 24 Ohto Casualty Corp ore 6800 a0 .
CONGLOMERATES & HOLDING COMPANIES ole Republie Int! s 2o o 202
Orion Capital Corp NYS 4563 3.40 28.98
Barkley W R Corp oTc 4600 o054 sos 5050 31.00 132 oao os87 17 2351 196 Phoenx RE Corp oTc 2563 a1aa 6270
Berkshire Hathaway Inc NYS 12600 0 -0.79 723 129000 867500 1 000 ooo 50 643725 196 Provident Life NYs 2800 ooo 175
1ITT (Hartford Group) NYS 7863  oso o920 7863 6250 1677 196 2.4 30 s823 115 Re Capital Corp ASE 1488 000 eas
, Sem (Alstate) NYS 5313 1.67 16 76 5475 3775 a972 160 301 10 a018 132 Reliance Group Holdings NYS 700 1.82 1429
CONGLOMERATES AVERAGE o3 100 16 7 RLI Corp NYs 27.38 092 1061
St Paul Companies NYS 8063 o7zs a7
} INSURERS/REINSURERS SAFECO Corp oTc 6338 181 1167
SCOR U S Corp NYS 2025 122 1571
AEGON N VvV NYS 48.13 267 1562 48.13 3300 78 oes 141 8 3406 141
Se,bels Bruce Group oTc 131 a.51 29 97
* Aetna Life & Casualty NYS 4838 157 403 5375 3800 728 2 76 5 71 88 6708 o7z )
* Alli i Selective Ins Group otc 2525 100 1477
Allied Group inc oTc 4300 .24 3543 azo0 1875 218 0.72 1.67 10 1120 381
Statesman Group Inc oTCc 16.13 153 3438
Alimerica Proj It NYS 5963 507 18.07 60 25 34.75 105 ©o.aa o7a 9 40.44 1.47
erica P & Casualty Tokm Marine & Fire oTCc 5325 1094 1094
Amencan General NYS 3225 198 4342 3225 2025 2044 1os a.as5 13 3980 os1
Torchmark Corp NYS 6100 146 7a9
American Heritage Life Ins NYS 3400 226 1240 3400 zass 7 osa = a7 16 1651 206
Transamenca NYS 5000 17e a17
Amencan indemnity/Fin | oTc 813 .41 3542 o075 a7s 25 ocos ocos s 1443 os6
Transatlant,c Holdings NYS s188 oz2a 757
American International NYS 12513 204 787 12788 8200 2040 056 045 16 5421 231
Travelers Corp NYS 2850 411 ase
; NYS 3700 573 ooo 41 75 3a 25 338 0oo ocoo a7 NN /A
(, American RE Corp Trw.ck Group Inc oTc 4600 564 1288
Aon Corp NYS 5375 o092 -oae 55.88 39.75 217 1.68 3.13 18 27.17 198
United Fire & Casually oTc 3800 066 843
Argonaut Group oTc 34.75 6.11 1393 3475 2550 118 o8a z2az= 10 21.70 160
Unitin oTc az2s 117 117
AVEMCO Corp NYS 2350 309 os3 28 0o 21 00 16 ©0ao0 170 290 733 321
UNUM Corp NYS sez3s aaa 637
Baldwin & Lyons Inc oTc 3650 1.39 0.00 3650 2650 = oas 1.32 Iy 3085 118
US Facilities Corp oTc .25 10.a45 750
handler Insuran: oTC 400 323 1579 763 388 16 000 OO0 18 863 0 46
, Chandler Insurance USF&G Corp NYS 1700 24.77 3737
Chubb Corp Nfs oz63 1851 a22 o550 6238 a91 172 1se 13 4067 228
USLICO Corp NYS 1600 303 1111
CIGNA Corp NYS 6363 560 as53 68 00 47.13 o223 304 ars 1 81.73 o7s
USLIFE Corp NYS 3888 ooo 724
CNA Financial Corp NYS 9438 258 370 10288 8000 100 o000 ocoo 9 8024 118
Washington National NYS 2750 135 1957
Continental Corp NYS 2700 286 0a7 3475 2000 496 100 370 13 3832 o070
Zenith National Ins NYS 2888 1159 4620
EXEL Ud NYS asss8 2.62 344 51 00 32.13 981 1.00 205 10 N/A N/A
INSUI URERS 1o %0
Fund American Corp NYS 7775 oas 799 7825 6250 20 cooOo coo 56 81 as oos
Fremont General Corp oTC 41 38 409 1993 4138 1700 147 108 261 10 2562 1.61
- i NYS a7.25 a7zs 2saa 51
Frontier Insurance Group 053 862 oso 1=7 e 1397 338 HEALTH MAINTENANCE ORGANIZATIONS
4- Gamsco Inc ASE 1825 ooo 2920 1950 778 188 0oa o=2= 23 265 689
General RE Corp NYS 11488 161 -0 76 13050 7750 1022 188 164 17 4607 249 FHP International oTC 21.13 343 563
Guaranty National Corp NYS 2263 O55 1456 2a00 1350 157 000 00O 212 2 48 Pactlicare Health Sys oTc 34.13 ass 3300
0, Harteysvitle Group otc 2850 -087 oss 3275 1775 31 oea zz2s 13 1677 170 Safeguard Health Enter oTc 200  ooo 769
r Hanford Steam Boiler NYS 5700 256 130 so 88 a7.13 103 21z a7z 21 1974 289 Sierra Health Services ASE 1375 1339 3642
Kemper Corp NYS 41 50 32 80 aoos 41 50 20 75 3000 O 92 =2 22 12 3766 1.10 United Healthcare Corp NYS as7s 896 1956
Lawrence Insurance Group ASE 7s0 1.64 1304 1025 700 o oas sao 17 466 1 61 United Medical Corp ASE o2s 137 45.10
Liberty Corp NYS 3150 ooo 11.50 3288 2225 107 os6 1 TS 13 1843 1.71 US Healthcare oTc 4100 1391 812
Lincoln National NYS 7900 3.61 803 7900 5050 715 Z0a 385 10 5892 1.34 HMOs AVERAGE 61 77
Markel Corp oTtc 3s2s 000 1280 3600 2300 a3 ooo coo 8 1544 228 ALL COMPANIES AVERAGE as az
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PROTECTIO FROM A
DIFFERENT PERSPECTIVE

A perspective on business insurance that comes from a combina-
tion of international roots with national presence. Strength and
stability with experience and innovation.

A perspective, for example, that has attracted affinity groups and

sssss iations to our programs for over 20 years. And has made
us a leader in this growing market.

For protection from a different perspective, get behind the shield.

| Royal Insurance

YOUR SHIELD AGAINST THE UNEXPECTED.

© Royal Insurance, 9300 Arrowpoint Boulevard, Charlotte NC 28201-1000



