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PBGC's surplus soars

Agency's surplus quadruples, but premium cuts called premature

By JERRY GEISEL

WASHINGTON-Buoyed by robust
investment returns, a strong economy
and no terminations of big, under-
funded pension plans, the Pension
Benefit Guaranty Corp.'s surplus in
1997 quadrupled.

The PBGC's surplus-the difference
between assets it holds and benefits it
must pay to participants in failed cor-
porate pension plans the agency has
taken over-leaped to $3.48 billion last
year, up from $869 million, according
to the PBGC's new annual report:
which is expected to be released today.

"We have been able to take advan-
tage of nearly unprecedented prosper-
ity to build a cushion," said PBGC Ex-

ecutive Director David Strauss.

Despite the big surplus, agency offi-
cials say it is too soon to consider re-
ducing the insurance premiums that
employers pay the PBGC. Last year,
after the agency announced its first
surplus in more than 20 years, the
ERISA Industry Committee, a benefits
lobbying group that represents large
gmployers, called for premiums to be

"If you look at only the last two
years, you would have a snapshot
based on perfect conditions," Mr.
Strauss said. A much-longer period of
time and experience is needed to de-
cide whether the premium should be
lowered, he added.

Still, the announcement of the agen-
cy's surplus-far larger than what
many pension experts had been ex-

pecting-is the most dramatic evi-
dence of the agency's recovery from fi-
nancial straits so dire that some
thought only a taxpayer-funded
bailout could save it from insolvency.

Throughout the early 1990s, the
PBGC's deficit mounted as the agency
absorbed the losses from its takeovers
of massively underfunded pension
plans sponsored by such failed compa-
nies as Pan American World Airways
and Eastern Airlines Inc.

By 1993, the deficit in the PBGC's
single-employer insurance program
peaked at $2.9 billion. Since then, aid-
ed mostly by a strong economy, the
PBGC's deficit has steadily dwindled.

In 1996, the PBGC recorded an $869
million surplus, the first since Con-

See PBGC on page 10
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Labor Department argues against
court's OSHA program jurisdiction
WASHINGTON-The U.S. Labor Depart-

ment has told a federal court that the court has
no jurisdiction over the Occupational Safety
and Health Administration's interim inspection
program, which employer groups are trying to

block.

In a brief filed with the U.S. Court of Appeals
for the District of Columbia March 13, the La-
bor Department argued that the court does not
have the power to review "administrative ef-
forts," such as the inter:irn plan.

The interim plan was unveiled after the
See Updates on net page

PBGC bounces back

For single-employer insurance program
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NAIC, NewYork
spar over change
in Lloyd's funds,
trust governance

By MEG FLETCHER

SALT LAKE CITY-Lloyd's of London remains in
the middle of a tug-of-war between New York and
other states over a proposal to ease the market's U.S.
security requirements.

There is a "huge regulatory controversy" now roil-
ing among several members of the National Assn. of
Insurance Commissioners, according to Jim Brown,
commissioner of Louisiana and chairman of the
NAIC's Surplus Lines Task Force.

The controversy surrounds negotiations over a pro-
posal that would require Lloyd's to adopt an NAIC-
approved standard trust agreement making the
NAIC's International Insurance Department the trust
funds' ultimate overseer, rather than the New York In-
surance Department. In exchange for this and other
requirements, Lloyd's would be able to reduce the size
of the funds, as New York first proposed in December
(Bl, Dec. 15, 1997).

Although about 20 states support the NAIC's pro-
posal, New York regulators have expressed concern
about their ability to relinquish oversight of Lloyd's
security to a non-governmental entity.

After the NAIC's quarterly mee:ing in Salt Lake
City last week, Mr. Brown said of negotiations on the
proposed change, "All we are doing is beefing up ac-
countability, responsibility and oversight."

Policyholders, he noted, would continue to be well-
protected under the proposed changes.

See Lloyd's on page 25
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Lloyd's access seen as key
to EXEL's Mid Ocean deal

EXEL accelerates growth
The purchase of Mid Ocean Ltd. brlngs greater

Gross premium volume _ - $01 billionf
Assets — —  _>3%$9.1 bmion
Market capitalization >$8-6Mon '

Shareholders equity - - -$4.8 blilion

§

employment practices liability; foreign exchange

diversification to EXEL

ombined |in sof business: General li
rectors and o icers liability; professional lia

protection; property; property catastrophe;
property risk excess; pro rata property; marine
and energy; automobile, aviation and satellite; 1
political risk; war.
Offices in Bermuda, Dublin, London, Munich,
Singapore, Sydney.

* Reflects adﬂJstments for multiyear premiums
Source: EXEl

Ltd. and Mid Ocean Ltd.
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Still a buyers' market

Despite near end to'honeymooni rates won't rise, analysts say

By JUDY GREENWALD

Risk managers need not worry

By GAVIN SOUTER

HAMILTON, Bermuda-EXEL
Ltd. will become a major force
in Lloyd's of London with the
$2.2 billion purchase of Mid
Ocean Reinsurance Co. Ltd.

EXEL also will pick up a sub-
stantial book of property catas-
trophe reinsurance and other
business through the purchase,
though it is Mid Ocean's holding
in Lloyd's that is the jewel in the
deal, analysts say.

In 1995, Mid Ocean invested in
The Brockbank Group P.L.C., a
major Lloyd's managing agency,
and in 1997 it bought the 49% of
the agency it did not already

Mid Ocean's ownership of
Brockbank is particularly at-

for concern as

prior year re-
serve redundan-

tractive to EXEL, said Peter
Wade, vp at Lehman Brothers
Inc. in New York.

"One respect where Mid
Ocean has always been smart is
that it has always been first," he
said.

Mid Ocean was the first prop-
erty catastrophe reinsurer to set
up in Bermuda following the ca-
pacity crunch in 1992, and it
was one of the first outside cor-
porate investors in Lloyd's,
which enabled it to buy one of
the best syndlcate groups, Mr.
Wade said

The purchase of Mid Ocean
will give EXEL a high-quality
company without any past lia-
bility problems, as well as access
to the Lloyd's market, said Alice

See EXEL on page 11

price pressure for a number of years
is coming to an end," Mr. Frank

said.

about a return to higher prices this
year and perhaps for the foreseeable
future.

After a year of strong earnings
bolstered by relatively low catastro-
phe losses, insurers are not particu-
larly inclined to raise rates, ob-
servers say.

The 20 insurers surveyed by Busi-
ness Insurance who report this data,
for instance, reported a 46% boost
in net income for 1997, to $13.31 bil-

lion.

However, some observers see signs

1997

York.

cies run low. In
addition, they
point out that
1998 is unlikely

to be as catas-—
trophe-free as 1997.

"It would certainly seem that the
cracks in the pavement are starting
to proliferate and widen," said
Ronald Frank, an analyst with
Smith Barney Shearson in New

"The honeymoon, if you will, that
the industry's enjoyed despite severe

But while the industry's funda-
mentals may be deteriorating, "so
what?" asked Barbara Stewart of
Stewart Economics in Atlanta. "The
industry is not in a precarious posi-
tior -

"Companies have more capital
than they know what to do with,"
Ms. Stewart said, "and it could
withstand quite a bit of adversity
for quite a while. So, from a buyer's
standpoint, | sure wouldn't even
dream of thinking there'd be any

See Results on page 24
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Labor Department wants court out

Contmued from previous page

appeals court blocked implementation of OSHA's Cooperative Comph-
ance Plan, which some employer groups, includmg the U S Chamber of
Commerce and the National Assn of Manufacturers, charged was coer-
cive and unconstitutional (BIl, Feb 23)

The CCP targeted employers with the highest workplace accident fre-
quency rates and would have glven them the choice of canying out a se-
nes of prescribed actions, including drafting formal health and safety
plans, in exchange for a moratonum on penalties Those that refused to
participate would have faced wall-to-wall mspections and penalties The
appeals court stayed implementation of the plan last month

The interim plan targets far fewer work sites and grants no Immunity
from inspections

Meanwhile, the House of Representatives approved two modest OSHA
reform bills by voice vote last week One bill would give states $50 mil-
hon to expand onsite workplace consultation and training programs The
other specifically forbids the use of penalties or citations issued as a
means of measurmg OSHA employees' performance Both measures

have the support of the White House, but no Senate action has been
scheduled

Cendant negotiating with ABIG

NEW YORK-Cendant Corp last week was negotlating a takeover of
Amencan Bankers Insurance Group as nval bidder American Interna-
bonal Group Inc agreed temporanly to step out of Cendant's way

AIG earher had agreed to waive a provision of its own December 1997
merger deal with Amencan Bankers that barred the Miami-based credit
insurer from entering sale talks with anyone else before May 20 AIG
gave Cendant and American Bankers until 2pm today to work out a
deal

If Amencan Bankers accepts Cendant's latest offer of $67 a share, or
$3 1 bilhon, AIG in return w}11 collect a $100 milhon termination fee plus
$10 milhon to cover merger-related expenses

Cendant upped its bid last Monday after AIG matched Cendant's pre=
vlous offer of $58 a share, or $27 bilhon AIG had ongmally offered $47
a share, or $22 bilhon, but Cendant emerged with an unsohcited tender

Aetna's strategy called sound

But smooth integration of NYLCare important, analysts say

By JUDY GREENWALD

bership objectives are achieved then Aetna U S Healthcare re-

The transaction, whien will be ported $12 76 billion in 1997 rev-
HARTFORD, Conn -Aetna Inc 's financed with fixed-income secu- enues and $383 9 million in oper-
deal to buy NYLCare Health Plans ritles, IS expected to be completed ating earnings
Inc, the health care unit of New in the third quarter The deal IS The acquisition would add 22
York Life Insurance Co , could be subject to approval by federal an- million participants to Aetna U S
a good strategic move if the inte- titrust officials and state regula- Healthcare's membership base-
gration of the company iS smooth, tors
analysts say Richard L Huber, Aetna's including 6 2 million health main-
As widely expected, Aetna said chairman and chief executive offi- tenance organization members
last week it has reached a defini- cer, said in a statement that the Included in the deal is NYL-
tive agreement to buy NYLCare deal is expected to begin to add to Care's HMO, point-of-service,
for $1 05 billion Up to another earnings about a year from clos- preferred provider organization
$300 million in payments may be 1ng, resulting in about $45 million and indemnity health care lines, as
made beginning in the year 2000 if to $55 million aftertax in cuts in well as its group life and dis-
predetermined earnings and mem- operating expenses beginning See Aetna on page 12

Senior risk managers earn
$103,000 on ave rage: Study

By MICHAEL BRADFORD

increasing its total to 15 9 million,

Stolze, risk manager at Ackerman

Risk & Family Properties in New York

NEW YORK-If you are work- and chairman of RIMS' research
ing 47 hours a week, supervising Insurance committee "Then you can do a
eight employees and earning little soul-searching If you're not
$103,000 in a senior risk manage- Management hitting the mark in certain areas,

ment position, you're not only
busy Sodety Inc.
You're average
That's according to the Risk &
Insurance Management Society positions
Inc 's recently completed second

why not? Is it reflective of you, or
your organization?"

The study shows benefit man-
agers earn an average $58,000 per
year, with claims managers paid
RIMS mailed 4,200 survey ques- $55,000 and risk management an-

offer, triggering a bitter round of charges and countercharges between biennial RIMS Compensation and tionnaires and received 930 re- alysts $41,500

the two nvals (BI, March 9, Jan 5) Meanwhile, the Flonda Insurance De-
partment last week adjourned further hearings on AlG's and Cendant's
opposing apphcations to acquire American Bankers

B.A.T denies rumors on deal

LONDON-B AT Industries PLC has demed rumors that its Eagle
Star Remsurance Co Ltd subsidiaty win not be included in the planned
merger of B A T's financial services umt with Swtss msurer Zunch Insur-
ance Co

Last year, London-based BAT and Zunch announced plans to merge
B A T's insurance and financial services operations with Zurich's insur-
ance, reinsurance and fund management unlts to create a new Zurich,
Switzerland-based entity called Zunch Financial Services Group (BI,
Oct 20, 1997) Zunch shareholders wnll own 55%o0f ZF Group, and BAT
will hold 45% ZFgroup will pay B AT £500 milhon ($833 5 milhon) in
cash and assume £800 milhon ($1 33 bilhon) of debt for the BAFS opera-
tion The ZF Group is not expected to conduct business as a consohdated
entity before late 1998

London newspaper reports last week speculated that London-based
Eagle Star Reinsuiance Co Ltd, part of the Eagle Star Insurance Co Ltd
fully owned by B AT, m11 not be meluded m the ZF Group

The speculation that Eagle Star Re wall not be mcluded in the merger is
"nonsense," said Ralph Edmunson,BAT mvestor relations manager "All
our financial services are being mcluded in the merger," he said

Mr Edmunson said BAT and Zunch are "going through the process"
of integrating the vanous businesses mcluded in the merger He said the
extent to which complementary individual business units, such as Eagle
Star Re and Zunch Re unll be merged "is not yet clear"

B A T and Zurich wall publtsh a detailed mtegration plan May 18 A
Zunch spokesman said the company could not make any statement on
the merger until the release of the plan

Meanwhile, Standard & Poor's Corp has placed Zunch's AA+ ratmg
on CreditWatch with negat:ive imphcations S&P said the possibility that
Zurich's rating could be lowered reflects S&P's view that aspects of
Zunch's rating profile could be "somewhat diluted" by the merger with
busmesses with lower ratings "Furthermore, Integration of the enlarged
group wall be challenging and MIl place signiftcant demands on group
management's resources "

S&P said Zunch's rating is unlikely to be lowered below AA

Tobacco makers prevail in suit

MUNCIE, Ind -Tobacco makers are not hable for the 1991 death of an
Indiana woman whose husband claimed in a lawsuit that secondhand
smoke caused her lung cancer, a state court Jury has ruled

Last week's verdict ended a six-week trial in the suit filed by the wid-
ower of Mildred Wiley, a nurse for 18 years m a Veterans Administration
hospital The suit alleged her death at 56 was from lung cancer caused by
her exposure to seondhand smoke at the hospital

During the tnal, cigarette companies argued, among other thmgs, that
secondhand smoke does not cause lung cancer

Meanwhile, San Francisco and 12 California counties are continuing in
their suit against cigarette makers after a federal court judge earherthis
month denied a tobacco mdustry motnon to dismiss the suit The plambffs
are seelang recovery of medical costs related to caring for indigent smok-
ers and pubhc employees wnth smokng-related Ulnesses

The Callforma ruhng is the first to allow a local government to proceed
m federal court against the mdustry

See Updates on page 26

Benefits Survey sponses Of those, 863 weie from Because of changes in how risk

Due for release around April 1, U S organizations and 67 from managers are categorized in the
the survey is designed to allow or- Canada survey, it is difficult to compare a
The survey lets risk and benefit senior risk manager's salary with
sation and benefits for risk man- managers "see how they stack up the average $116,096 in cash
agement and employee benefits against the averages," said John See Salary on page 6

Consultant details
EMLICO work

Liquidator responding to court order

ganizations to compare compen-

Captive
manager
listings

Business Insurance will
publish its annual Directory
of Captive Managers m the
April 27 issue

The directory is published
as an editorial service, and
there is no charge to be in-
eluded Companies simply
must submit a completed
questionnaire by the extended
deadline of March 27

By DOUGLAS McLEOD with EMLICO and sole policy-

holder General Electric Co before
BOSTON-The Boston office of the 1995 redomestication, the af-
Coopers & Lybrand LLP did fidavit says These talks included
hundreds of hours of work for how a potential "solvent runoff”
Electric Mutual Liability Insur- of EMLICO might operate and de-
ance Co before the insurer moved tails of Bermuda's insolency law,
to Bermuda and named three the affidavit says
Coopers & Lybrand partners as its Months later, C&L's Bermuda
joint hquidators office billed $7,687 50 for the time
In a March 13 affidavit filed in after Mr Lines and Mi Mitchell
response to a federal judge's or- were appointed Joint provisional
den joint liquidators David E W liquidators in October 1995, the
Lines, Peter C B Mitchell and affidavit says
Christopher J Hughes report that
C&L's Boston office collected Hughes-who IS based in Lon-
about $446,000 from EMLICO for don-said they had no role in the
work that included "advice on the work done by C&L's Boston of-
restructuring and ownership"” of hee, and their affidavit does not
EMLICO and its former affiliate specify whether that work InClud-

Electnc Insurance Co

If your company provides
Captive insurance manage-
ment services, manages an al-
ternative risk financing facili-
ty or offers rent-a-captives
and has not yet received a
questionnaire, please request
one by calling Assistant Di-

rectory Editor Matt Scroggins
at 312-649-5483

Messrs Lines, Mitchell and

ed advice on an eventual liquida-
Mr Lines and Mr Mitchell, tion of EMLICO

C&L Bermuda partners, them- A C&L spokesman said the

The Directory of Alternative
Risk Financing Facilities will

selves had "limited' discussions See EMLICO on page 6 appear in the June 8 issue
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Bank balances
Year 2000 risk

By JOANNE WOJCIK

LOS ANGELES-Having start-
ed its Year 2000 conversion pro-
gram more than two years ago,
Home Savings of America is
poised to enter the next millenni-
um without its computers crash-
ing.

"We believe we're in the top

_____ || pargercentlle of

\35 with Year

2000

version projects,”

boasted Janna S. Kelley,

vp and corporate insurance man-

ager for Irwindale, Calif.-based
Home Savings.

However, Home Savings is find-
ing that it must do more than en-
sure only that its own system will
be ready when the clock ticks
down on the 20th Century.

"We're testing all of our ven-
dors' software, regardless of the
vendors' claims that they will be
compliant," said Shareen Smith,
senior vp at Home Savings. "Some

of the vendors who claimed they
Year 2000 compliant

con-

were

weren't.”

Fortunately, because these dis-
coveries were made early, it will

be possible for the bank's vendors
to upgrade their computer sys-
tems, Ms. Smith said.

Ms. Kelley and Ms. Smith out-
lined the objectives of Home Sav-
ings' "Project 2000" during last
week's monthly meeting of the
Los Angeles Chapter of the Risk &
Insurance Management Society
Inc.

Home Savings will continue its
conversion program despite last
Wednesday's announcement that
Seattle-based Washington Mutual
Inc. will acquire the bank's par-
ent, H.F. Ahmanson Co., accord-
ing to Ms. Smith.

Home Savings' Year 2000 con-
version project was launched in
January 1996, one year after the
bank began a corporate awareness
program to encourage employees
throughout the institution to come
forward if they suspected any po-
tential system problems.

The project is being conducted
in five phases in addition to the
awareness program, which ac-
counted for 3 % of the conversion
effort's budget. The other phases

« Assessment, which accounts
for 10% of the budget.

+ Modification, which accounts
for 15%.

See Year 2000 on page 27

Merger costs erode
JLT's profits by 37%

LONDON-Consolidation ex-
penses depressed 1997 profits for
Jardine Lloyd Thompson Group
P.L.C., while the London broker's
gross revenues were down only
slightly compared with 1996.

JLT, which last year ranked as
the world's sixth-largest broker,
says it is confident in its future.

As part of the process of inte-
grating JIB Group P.L.C. and
Lloyd Thompson Group P.L.C.,
JLT is changing its reporting date
to Dec. 31, so that all 12-month re-
sults to the end of 1997 have been
calculated on a pro forma basis.
Before the February 1997 merger,
JIB reported at year end while
Lloyd Thompson issued its results
June 30.

The pro forma figures show
JLT's operating profit up 1.5% to
£46.1 million ($75.5 million), while
gross revenues were down 1.9% to
£245.8 million ($402.7 million).

However, charges for exception-
al items, including merger-related
costs, took £29.8 million ($48.8 mil-
lion) off JLT's bottom line, result-
ing in profits of £16.2 million ($26.5
million), down 44% from the previ-
ous year's profits.

T'he effect of the merger on earn-
ings was slightly tempered by the
addition of profits from associated
undertakings, companies in which
it holds minority stakes, resulting
in an overall 37.2% decline in net
income, to £20.7 million ($33.9 mil-
lion).

For the 18 months ending Dec.
31, 1997, JLT had gross revenues of
£367.6 million ($602.2 million) and
profits, including contributions
from associated companies, of
£42.3 million ($69.3 million).

Using the pro forma figures,
JLT's revenues from its European
operations decreased 4.3% to
£128.5 million ($210.5 million),

while Asia Pacific offices registered
a fall of 0.5% to £48 million ($78.6
million). In contrast, operations in
the Americas saw revenues jump
8.5% to £49.4 million ($80.9 mil-
lion).

Only JLT's European operations
saw profits fall, reporting a 78.5%
drop to £4 million ($6.6 million),
again mainly reflecting the excep-
tional charge for the consolidation
expenses. Profits for the Asia Pa-
cific operations rose 13.8% to £9.5
million ($15.6 million), and the
Americas reported a 13% increase
in profits to £8.7 million ($14.3 mil-
lion).

In a statement, JLT Chairman
John Barton said the merger had
been a success, "clearly showing
potential for the future." In addi-
tion, the results had been achieved
"against a background of extreme-
ly difficult market conditions” and
adverse exchange rates, he stated.

Merging JIB and Lloyd Thomp-
son cost £26.3 million ($43.1 mil-
lion). Of this, £15.9 million ($26
million) relates to transaction and
reorganizations costs, and the bal-
ance is the writeoff for surplus
property. An additional £3.5 mil-
lion ($5.7 million) in exceptional
items relates to other property JLT
no longer needs.

During 1997, JLT increased a
number of its shareholdings. It
bought all the shares it didn't own
in the Triangle Group in Bermuda
and majority stakes in Financial
Solutions Ltd. in Bermuda and JLT
Financial Solutions AB in Sweden.

Other acquisitions included the
outstanding shares of Traveltest, a
protection and indemnity compa-
ny, London broker Colburn,
French & Kneen Ltd., and Singa-
pore-based Jardine Thompson
Graham (Asia) Ltd.

-By Sarah Goddard

Work,
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life and benefits

Employees like wortdife programs but many don't use them: Poll

By AMANDA MILLIGAN

While employees say work/life benefits are as
important as health care benefits, only about half
of workers use them when they are available, a

new survey shows.

Many employees are reluctant to use the bene-
fits for fear of hurting their careers, according to
the survey, conducted by The Gallup Organization

and sponsored by Intracorp.

Ninety-six percent of those employees surveyed
said their companies offer at least one work/life
benefit and slightly more than half said they

work/life benefits. Nearly half of those respond-

ing had used none of these benefits in the 12

months prior to completing the survey.
The survey indicates that employees who do be-
lieve their immediate supervisors encourage the

use of work/life benefits are significantly more

satisfied with their jobs. Seventy-three percent of
all surveyed employees said they were both en-
couraged by management to use work/life benefits

and felt satisfied with their jobs. Of the workers

with their jobs.

worked for companies that offer four or more

who said their supervisors did not encourage use
of the benefits, 48% said they still were satisfied

See Work/life on page 19

Taking advantage of benefits

Usage rates for work/life benefits
(Among all survey respondents,
during previous 12 months)

Source: Intracorp /Gallup Organization

Specific work/life benefit usage
(Among all survey respondents)

Flexible work arrangements 30%
Family/unpaid leave 18%
Long4erm care insurance 17%
Workplace seminars 13%
— Employee assistance programs 12%
Child care resource/referral 4%
Elder care resource/referral 2%

Onsite/employer-sponsored child

or adult care centers

2%

GRAPHIC BY MIKE GARVEY

Network diagnoses payer pitfalls
In experimental cancer treatment

By ROBERT KAZEL

FORT LAUDERDALE, Fla.-
When an employee is diagnosed
with cancer, that may be only the
first of several shocks.

A second jolt may be a doctor's
somber declaration that there is
no known, traditional cure, or
that the disease has progressed so
far that standard remedies are un-
likely to have much effect.

The third shock may be caused
by a letter from the employee's
health maintenance organization,
stating that because of the experi-
mental nature of the patient's
proposed participation in a clini-
cal trial, the HMO declines to re-

imburse any expenses.

The controversial topic of the
managed care industry's denial of
coverage to cancer patients who
want to participate in clinical tri-
als was the subject of a

NCCN®

Natintial (:imprelit:nAive
Cancer Network

roundtable discussion of 12 doc-
tors, lawyers, public officials and
researchers this month in Fort
Lauderdale, Fla., at the March 2-

4 meeting of the National Com-
prehensive Cancer Network, a
federation of 16 leading hospitals

that have united for marketing
purposes and to create common
treatment guidelines for various
cancers (Bl, March 16).

For self-insured employers, the
decision to fund an employee's ex-
perimental treatment-sometimes
against the advice of an HMO-is
not a black-or-white issue and
must be predicated on whether
the research institution has some
data to back up its approach,
William T. MeGivney, chief exec-
utive officer of the NCCN, said af-
ter the panel.

The current U.S. health system
does a poor job of funneling po-
tential candidates into clinical tri-

See NCCN on page 6

Generali to let NAIC review

archives in Holocaust probe

SALT LAKE CITY-State in-

surance regulators are making
progress in their efforts to aid
Holocaust survivors and heirs

seeking unpaid insurance policy

proceeds.
Last week, Trieste,

surance benefits.

The company agreed in a let-
ter to "unlimited access to in-

spect and review World War |I-
era policy records in our

archives.”

"This is a huge first step for
U.S. Holocaust survivors, who
have been pursuing justice un-
successfully for many years,"

Italy-
based Assicurazioni Generali
S.p.A. agreed to open its records
to U.S. examiners investigating

allegations that Holocaust sur-
vivors and heirs were denied in-

said Commissioner Deborah
Senn, Washington state's insur-
ance commissioner and chair of
the 25-state Holocaust Insur-
ance Issues Working Group for
the National Assn. of Insurance
Commissioners.

However, she cautioned she
wants to make sure that the in-
vitation means full access, "not
just being shown how the
records are kept."

Tentative plans call for repre-
sentatives of about seven states

to visit the insurer's office in
Trieste. They are also consider-
ing meeting with regulators
from Iltaly, Germany and

Switzerland on the same trip.
Ms. Senn also announced last

week that the Winterthur Insur-

ance Co., a part of the Credit

Suisse Group, also has agreed to
cooperate with the NAIC's in-
quiry, though no additional de-

tails are available.

The NAIC's Holocaust work-

ing group was established in
September last year, after the
NAIC heard compelling testi-
mony about unpaid insurance
benefits, usually for life policies
or "dowry-type" annuities.

Since then, individual com-

missioners have held several
public hearings around the U.S.
and began seeking claimant
data for a proposed national
database. Regulators concerned
about claims handling also have
drafted a handbook and estab-
lished a subgroup to review
procedures.

-By Meg Fletcher
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Defi ned benefit plan in UPS pact

Pension increases also in tentative Caterpillar-UAW deal

ATLANTA-United
Service of America Inc. and the
Independent Pilots Assn. ratified
a new long-term contract last
week that calls for the creation of
a new defined benefit pension
plan for approximately 2,100
union pilots at UPS.

The new defined benefit pen-
sion plan will be offered in addi-
tion to the pilots' existing defined
contribution plan, according to a
spokesman for UPS Airlines, a
wholly owned subsidiary of UPS.
The existing plan is a money pur-
chase plan with a 401(k) feature.

The new contract also provides
the UPS pilots a cumulative 27%

Parcel

pay increase through the year
2003 and retroactive to Jan. 1,
1996.

Also last week, Peoria, El.-
based Caterpillar Inc. reached a
tentative contract agreement with
the United Auto Workers under
which pension benefits will in-
crease for the roughly 12,000
UAW-represented members.

UAW members were expected
to vote on the new Caterpillar
contract proposal over the week-
end.

A Caterpillar spokeswoman de-
clined to elaborate on the pension
increases until the contract is rat-
Wed.

UAW members rejected a tenta-
tive labor agreement last month,
prolonging one of the longest la-
bor disputes in the United States.

Caterpillar has operated without
a contract with the union since

late 1991.

Under the new proposed con-
tract, Caterpillar said it will rehire
all union employees terminated as
a result of the labor dispute.

"We concluded that it was in
the best interest of all employees
to take this final step to get this
dispute behind us and move for-
ward," Caterpillar Vp Wayne M.
Zimmerman said in a statement.

-By Sally Roberts

Business Insurance

promotes O'Brien,
hires AKkins and Nick

Business Insurance has made
several changes to its staff in edi-
torial, promotions and sales de-

partments.
Barbara
O'Brien was
promoted to
promotion
manager in
New York,
while Steve
Akins joined
as national

sales man—

ager in New

Ms. O'Brien York and

—ro,lt,

specialty insurance

Call us and let us describe the unusual
risks we underwrite and how we can

write a specialty program for you.

call

Donna Braunstein @ 800-836-2100, ext. 5178
Art Hussey @ 800-836-2100, ext. 5133
Laura Wolfe @ 800-836-2100, ext. 5158

Frontier Insurance Group, Inc. * Rock Hill, NY « 12775 « 800-836-2100 « www.frontierins.com « NYSE-FTR

Mary B. Nick joined as a copy ed-
itor in Chicago.

Ms. O'Brien, 35, is responsible
for Bl's annual Employee Benefits
Communication Awards competi-
tion and coordinates trade show
activities and promotions and
marketing projects. She joined Bl
in 1987 as an assistant in the com-
munications services department,
was promoted to special projects
coordinator in 1990 and promoted

to her most recent position as pro-
motion coordinator in 1995.

Ms. O'Brien holds a bachelor of
arts degree in television and radio
from Brooklyn College in Brook-
lyn, N.Y.

She can be reached in New York
at 212-210-0780.

Mr. Akins, 36, is responsible for
managing the Bl sales staff.

He most recently served as na-
tional sales

manager for

Contempo-
rary Long
Terrn Care

magazine,

published by

1* . Bill Commu-
nications

Inc. in New

York. Prior

to that, he

served as

Mr. Akins
corporate

infobase
manager, developing a corporate
reprint service and editorial
databases for several Bill publica-

tions.

Mr. Akins also has worked at
Sosland Publishing Co. as a terri-
tory sales manager in Kansas
City, Mo., and as an account exec-
utive for Marketing Communica-
tions Inc. in Kansas City. His ca-
reer began at Intertec Publishing
Corp. of Kansas City, where he
was a list manager and list broker.

Mr. Akins holds a bachelor of
science degree in journalism from
the University of Kansas in

Lawrence.
He can be reached in New York
at 212-210-0133.

Ms. Nick, 39, joins the copy desk
after working as a freelance re-
porter and
editor in
1997 and
1998. Prior
to that, she
was a re—
porter and
analyst with
Morningstar
1 Imc. in
. Chicago.
/'4 She also has

Ms. Nick served as a

copy editor
for In These Times and for the law
firm Mayer, Brown & Platt in
Chicago.

Ms. Nick also taught English as
a second language at Nihon Uni-
versity College of International
Relations in Mishima, Japan, and
worked as a videographer at
Parkland Community College in
Champaign, lIl.

Ms. Nick holds a bachelor of
arts degree in humanities from the
University of lllinois at Urbana
and a master of science degree in
journalism from Columbia Uni-
versity's Graduate School of Jour-
nalism in New York.

She can be reached in Chicago
at 312-649-5262. Em
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EMLICO

Contznued from page 2

Boston office's work consist-
ed mainlv of an actualial
evaluation of EIC, which EM-
LICO spun off before redo-
mesticating in July 1995
EMLICO reinsuieis have
charged that EMLICO and
f ) AM— GE deceived Massachusetts

Gf iegulators in a scheme
to moke the insurer to
Bermuda to take advantage
of more favorable liquidation
laws
The Massachusetts Insur-
ance Division itself has cited
- —". R - EMLICO's contact with C&L
before the move as evidence
that the insurer may have
known it was insolvent
1- O D : P i
J David Leslie, a lawyei
for Massachusetts Insurance
Commissioner Linda Ruth-
o, O,
ardt, said he was "surprised”
by the size of the billings
by C&L's Boston office,
which earlier cited client con-
fidentiality in refusing to
111 & R turn over documents on its

work to Massachusetts regu-

lators
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Opinions

Don't disturb PBGC nest egg

TS TWO YEARS OF surpluses enough to warrant a
ireduction in the premiums the Pension Benefit

Guaranty Corp. charges employers?

That question is bound to be asked in the wake of
the PBGC's latest financial report, which shows that
the pension agency's surplus grew fourfold to $3.48
billion in 1997 over its 1996 level.

As word gets out about the surplus, which was
achieved thanks to hefty investment returns, a
healthy economy and the absence of terminations of
massively underfunded pension plans, undoubtedly
there will be renewed calls by business groups and
lawmakers to lower the insurance premiums that
employers with defined benefit plans pay the PBGC.

Indeed, business groups last year urged Congress
to lower the premiums when the 1996 surplus-the
agency's first ever-was announced (BlI, April 7,
1997).

Certainly on Capitol Hill there will be sympathetic
ears for calls for premium reductions, as lawmakers
are only too mindful of the upcoming November
elections and are seeking ways to please constituents.

But while we agree the pension agency's finances
are headed in the right direction, we would agree
with PBGC Executive Director David Strauss that it
is too soon to begin distributing its good fortune to
employers as a dividend in the form of lower premi-

Simply put, two years of financial experience, pos-
itive as it may be, isn't enough to drive a rollback in
premiums.

Just as employees are encouraged to sock away
savings for retirement, the PBGC's surplus should be
considered a nest egg for the eventuality that the
economy will turn, the stock market will change
course and terminations of underfunded plans will
increase. Without a safety cushion for that reversal
of fortune, the PBGC may well have to increase pre-

Consider also that the agency's two years of finan-
cial health stack up against more than 20 years of
deficits. The PBGC, in fact, until 1996 operated at an
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annual deficit since it was created in 1974.

While the surpluses of 1996 and 1997 are encour-
aging, we would like to see a longer track record be-
fore legislators decide whether the current premium
structure should be changed.

Indeed, the pension agency's fortunes are very
much tied to the health of the economy, which is
cyclical at best and fickle at worst. As long as the
economy is buoyant, the stock market remains robust
and employers are profitable, the nation's pension
plans should enjoy better funding levels. But if some-
thing should trigger a change in that delicate state-
which might not take much given the prolonged bull
market-the health of pension plans is sure to follow.

The purpose of the PBGC is to protect the retire-
ment benefits employers have promised workers.
That's the reason for its existence, pure and simple.
Given the inevitability that the good times won't last
forever, two years of surplus is simply too short a pe-
riod to justify a reduction in premiums, tempting as
that might be.

Integration, not prizes, promotes work safety

To the editor: The prizes alluded to in
Kathryn Mcintyre's March 16 commen-
tary, "Safety Incentives Show Concern
for Workers Health," don't provide an
incentive to be safe of and in themselves.
The incentive to be safe must be inte-
grated within the business. You said it
yourself: "My respect for safety precau-
tions was ingrained during childhood.”
Safety has to be integrated (ingrained)
into day-to-day policy, procedures and
operating practices. To not do so and of-
fer "prizes" to employees to be safe is
the greatest hypocrisy possible.

A company that integrates safety into

its business creates a culture, attitude
and behavior surrounding performing
safely at work-and, likely, also out of
work.

A company that does not integrate
safety but offers prizes to be safe has no
commitment at all to performing safely.
The employees see straight through such
ploys and know the real lack of commit-
ment.

The value of a safety prize is negative
without the integration of safety. The
value of a safety prize with the integra-
tion of safety is negligible. Recognition
is needed, not prizes.

Why can't safety be treated like other
aspects of the business world? Do we of-
fer prizes for production, hiring and
quality? Rarely. We set goals, measure
performance against goals and pay for
performance.

We also provide recognition and, oc-
casionally, prizes for performance above
and beyond standards. Let's start treat-
ing safety as one aspect of production,
not a separate area.

Mark Hemmendinger
Principal
AcceptableRisk

Mill VValley, Calif.

Story's angle downplays Blues battle in Ohio

To the editor: Mary Chris Jaklevic's story,
"Loss of Blues Name Not Hurting Ohio

{ Business Insurance welcomes letters
j to the editor. The section is intended to

1 be a forum for readers' opinions and
comments. We reserve the \r/i\g;ht to edit
letters for clarity or space. We witt not
3 pubtish unsigned tetters. Please send
| your letters to Letters to the Editor,
1 Business Insurance, 740 N. Rush St.,
| Chicago, llt. 60611; fax: 312-280-3174;

e-mait: pwinston@crain.com

Plan," in your March 9 edition defies reality.
In no other scenario can a health insurer lose
92,000 enrollees and have a leading insur-
ance publication say it did not get hurt. Yet
that is exactly what Business Insurance's
headline did.

| don't think the sunny treatment given to
Medical Mutual of Ohio will cause many of
your readers to forget the bruising fight we
were forced to wage because that plan did
not meet Blue Cross & Blue Shield Msn.
standards.

| was certainly not surprised at the tenaci-
ty Kent Clapp showed during the termina-
tion process, but | was shocked to hear him

say, "The cross and shield has never meant
anything anyway."

Apparently, Mr. Clapp believed it was
worth plenty, as in the untold millions in le-
gal fees and other costs he incurred fighting
our efforts to terminate the plan's license to
use the cross and shield brands.

Please be aware that many of your readers
have long memories and that this article will
undoubtedly leave them shaking their heads.

Diane H. lorio

Vp-Brand Enhancement

and Extension

Blue Ouss & Blue Shield Assn.

Chicago
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PBGC

Continued from page 1

gress created the agency in 1974 to
guarantee workers' and retirees' basic
benefits when companies run into se-
ver-o financial problems and no longer-
can afford to fund their pension plans
(BIl, Aptil 7, 1997)

By far the biggest factor in the
agency's climb to sound financial
health has been the booming stock
market. The PBGC racked up nearly
$2.75 billion in investment income last
year, up from $927 million in invest-
ment gains in 1996. Its investment
pozifcilio earned a 21.9% rate of re-
turn compared with its average rate of
return over the past 10 years of 12 %.
It achieved a 37.6% return on its equi-
ty investments, a huge improvement
over its 10-year avel-age rate of I-eturn
of 14.1% on equities. About 40% of
PBGC's assets are invested in equities.

The PBGC's robust financial health
is good news for employers with de-
fined benefit plans that pay the agen-
cy mandated insurance premiums.

Those annual premiums-initially
set by Congress in 1974 at $1 per plan

Decision
on ESRD

will wait

WASHINGTON-The Clin-
ton administration will hold
off deciding whether it will
appeal a federal court ruling
that the government cannot
enforce a rule-at least for a
limited period of time-under
which Medicare is the primary
payer of medical bills for re-
tirees with end-stage renal
disease.

The legal controversy has
significant cost implications to
employers with retiree health
care plans and retired workers
with ESRI) and involves
changing Health Care Financ-
ing Administration interpreta-
lions of a provision in a 1993
budget law. If the government
appealed and won, Medicare,
rather than employers, would
pay tens of millions of dollars
for treating those with ESRD.

HCFA initially interpreted
the law as requiring employers
with retiree health care plans
to be the primary payer of
medical bills for up to 18
months for retired workers 65
and older who are covered by
Medicare and then develop
ESRD, a kidney ailment
whose treatment is expensive.

HCFA later reversed itself
and said Medicare would con-
tinue to provide primary cov-
erage for retirees who develop
ESRD after they turn 65 and
are covered by Medicare. But
that policy reversal was chal-
lenged by a kidney dialysis
center operator and U.S. Se-
nior District Court Judge
William Bryant, who issued a
permanent injunction barring
HCFA from enforcing the rule
between August 1993 and
April 1995, when HCFA for-
mally reversed its earlier inter-
pretation (BIl, Feb. 9).

A HCFA attorney said the
government thinks it can re-
serve its right to appeal the in-
junction until after Judge
Bryant rules on the broader is-
sue of whether HCFA correct-
ly interpreted the ESRD pro-
vision in the 1993 law. That
ruling is not expected until the
end of the year.

-By Jerry Geiset

partf cipant-have been steadily
raised by legislators as losses from
failed pension plans the agency has
taken over have mounted and exceed-
ed earlier projections.

The current anni_al premium for
employers with fully funded defined
benefit plans is $19 per plan partici-
pant. Employers with underfunded
plans pay the $19 base premium plus
a surcharge-known as the variable-
rate premium-of S9 per participant
for each $1,000 of plan underfunding
The surcharge can gencrate an annu-
al premium of several hundred dollars
per participant for the most severely
underfunded plans.

While the PBGC is in the black,
agency officials want to discourage
suggestions-ertain to increase when
the agency's annua__reort is released
this week-that Cor_gross should roll
back premium rates. Mr. Strauss ac-
knowledges that the PBGC's econom-
ic performance last year was remark-
able. But that performance, he said,

GA

was the result of near-perfect events
and conditions.

"The stock market has had its best
three-year run in decades. Interest
rates are at a 20-year low. We are in
the seventh successive year of an eco-
nomic recovery. We have had no ma-
jol- terminations since theearly 1990s.
This is ; sort of perfect mapsh],t " he
said.

But the perfect conditions that slave
led to the SUpIUS can': be expocted to
remain forever.

"We have to be prepared for the ups
and ds)wns .-n the eonomy," he Said.

By ouilding and maintaining a sur-
p.us, Mr. Strauss said. the PBGC wiill
have the cushion it needs for --he in-
evitable dcwnturn in she economy,
when its assess wi_| be worth less, its
inves-.ment income will te red.iced
and the likelihood of mcre losses from
terminations of underfunded T'lans
grows.

"This is an eventuality we have to

be pr,ipared for. We have b be confi-

1--11*L

dent tha- our income will be sufficient
to mee: Jur exEenses for many years
in the fizure," he added

Mr. Strauss alsc notes that premi-
um inccme the PBGC ED.lects from
employers, whizh last year was more
than $ 1 blllion, 'vil be deel-ning in the
future even if Congress doesn't lower
the rate_ That is because a: plans be-
come better funded, fewer of them
will be liable foi she vaiable-rate pre-
mium, which now accounts for about
half of the PBGC's irem_um income.
In ad(lit.on, a change in methodclogy
used to value }flan liatiities-as set
by Cor_gress in 1996 and clue to take
effect filly in 200)-will further cut
back variable-rate oremium income
in two yEars

"A statutory premium reduction al-
ready is in place," Mr. Strauss said.

While a rouglily $3.5 billion surplus
may apear large, it is small when
compared with a ootential exposure
of aboal $20 trillion n liabilities in

per_sion plans spcnsored by cornpa-

nies with below investment grade
credit.

"Wehave a responsibility to ensure
there is a margin ol safety," said Alr.
Strauss

Whi_e it mav be too soon to c onsid-
er a premium reduction. Mr. Straus
said Frem.ums wili remain stable.
"We are 3 imising stability. We don't
war-t b get into a situation where the
premium seesaws," ne said

Even if the econcmy does scur, the
PBGCs exposure to failures of mas-
sively meerfunded pension Flans
should be reduced.

kfirn legislation developed by the
Clirton admir_istration and passed by
Conges,8 End now being phased _n,
recuines. among other things, employ-
ers:0 acce. erate contributions to un-
zierfunded pension plans.

TnalL means that when corrpan.es
collapse their pension plans will be
besfer funded, reducing the PBGC's
paput to participants when it takes
over the plans iol

> _ o> <> oL g s =
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EX E I_ EXEL and ACE have become the two know each other mel., he said Michael Butt, president and chief Australia Pty Ltd and X L Global
giants ofthe Bermuda insurance and EXEL will issue 1 0215 new shares 2xecutive officer of Mid Ocean, would Reinswance Co Ltd
teinsurance mer ket for each Mid Ocear shairi it dc,eh not not comment on previous discussions EXEL was bet up in 1986 as a poli-
Continued front page 1 In addition to the Mid Ocean acqui- already own The dea 1,4 subject to Math othel companies cyholder-owned facility to provide
Sihioeder, d managing director at bition, EXEL d bols likelb to usesome .hdreho,derand regulato"vapproval Mid Ocean was interested in find- excess habililv insw ance It has since
Oppenhelmer & Co in New Yoik t,1 its capital to buy another insurer in «nd is expected ti) be completed bv .nga buyer, as it has becomeincreas- expanded to write other propertv and
"It's a deal that doosn't have any the United States, analysts piedict the summer .ngly apparent with the consolidation casualty hnes, and last year it entered
black holes,"she said EXEL last year acquired Folks{amen- EXEL also announcid it intends to ofthe insui*ance mdiket overthepast the property/catastruphe reinsurance
The dcal alv, enlarges EXEL, mak- cd General Insurance Co, making ils repurchase up to %300 trillion of its several years that strong insurers and market with the purchase of GCR
ing it an insurance and reinsurance first direct entry to the U S market shares reinsurers need both s17e and divelsi- Holdings Ltd
company with $48 billion in share- (Bl, Nov 10 1997) Both EXEL and Mid Or-ean shares x Mr Butt said GCR, along with Mid Ocean, was
holdei equity «md operations woild- While the United States would bea were trading at $74 to $73 per shaw Scale a required today both fi- one of the right reinsurers set up in
wide ratural drea o f expansion for EXEL, I.*,1 Thu:-bildy By Lompirison, EXEL nanciallv and in terms of products,” Bermuda after Humeane Andrew to
EXEL will also moie clowly resem- il is not planning to rnake d s,ubstan- close€ at $71 25 a ,_hare on March 13, he s.aid take advantage of the hardemng
ble ils Bermu(id 11Vdl and sometime t.al move intothe US marketinthe tielast trading daybiforethedeal While Mid Ocean has gtown sub- property caldstrophe market
paltnet ACE Ltd ACE was dlso cre- near future, said Brian M O'Hara, was announced, 4 hile Mid Ocean stantially from its base & a propertv Mid Ocean also has expanded be-
ated during the liabilit> cribis m the EXEL's president and cluef executiVe closec at $43 31 thatdar catastrophe reinsurer when 11 Was yond its onginal concentrations

mid-1980s and hah since diversified , ifficer The putrhase of Mid Ekean irsult- formed in 1992, it 5.till would have to property/cabstropheand manne and

into othei lines of bublness In 1996, it "lt'san obvious place for us to look, ed after informal d.scus,1(25 between diversify and grow much more before aviation reinsurance
bought Bermuda catastrophe rewsur- out we have this deal to digest. so we the two Bermudian c,iImpantes over it would be anything like the compa- Both of the Bermudd companies
er Tempest Reinsurance Co Ltd and won't be embaiking on anything thepastyear ny that hdS been created through this made their reputations as specidllitb
11 became a substantial presence in stion," he said Wh.le Mid Ocean h.is held talks deal with EXEL, Mr Butt said that sought to make underwnting
Lloyd's with the purchase ot Methuen While no formal offer WdS made un- witn otter interestf d buyers, any dedI The purchase dlbc) will lead to sub- profits The key challenge for the
Group Ltd :11 recently, EXEL already owns wozilit need to Include EXEL or have stantial diversification for EXEL, the combined company will be to mdin-
Through their erpansion and de- 26 82% of Mid (])ceanand Mr O'Hara its dpprOVal dueti :'les ze of EXEL">, holding company for X L Insurance tain disciplined underwriting and
qusitions ovet the past several years, mls on its board, so the two companies stdke, Mi O'Hara said Co Ltd,XL Europe Inhurance, XL management control of the broader
group, Mr Butt said
'As long as the managements mdin-
tam the cultum of underwntmg prr,f-
Ye —_ I it, then | think we'11 have a much bet-
terchance of succeedmg wilth the ex-
22 _-3 ecution risk," he said
Mr Butt will retire from his execu-
.4 tive position at Mid Ocean at the end
of 1998, but will have a seat on the
board of EXEL and %ill remain a
1 consultant to the company Mid
H US 22 Ocean's chairman, Robert J New-
J ) house, also will Join the EXEL board
The reinsurance operations of both

4'> PIP companies will be combined to form
X L Mid Ocean Reinsurance Co Ltd

1M1

Henry C V Keeling, president, chief
operating and underwriting officer of
Mid Ocean Reinsurance Co Ltd, will
become an executir,e vp of EXEL and
president and chief executive officer
of the new reinsurance companv
£!" 91////////WAr K Bruce Connell, who headed
EXEL's reinsurance operations, will]
move over to assume responsibihty for
North American development and
- _O oot E - Iin 4 1 s — will become chief erecutive officer oi
42 EXEL's financial products division
-1,4fe While ploperty catastiophe irein-
surance rates have slumped over the
past two years, ownership of Brock-
bank will give EXEL access to a lot of
business it would not normally see
— said Mr Wade of Lehman Brothers
EXEL currently has only a 20k, in-
vestment in another Lloyd's agency
Venton Underwriting Agencies
| | As part of a more diversified com-
pany, Mid Ocean will be able to more
easily scale back its propetly cawstro-
a phe business if the market continues
to soften, without severely hurting
EXEL's overall premium income. Mr
Wade said
However. one possible downside of
the deal for EXEL is that it Will in-
crease its participation m the cat mar-
ket at a time when rates in that bum-
ness are fallmg, he said
The $22 billion price tag was fau
for both companies, said Ms Schroed-
er of Oppenheimer EXEL did not get
a bargain, but it did get a high-quall-
ty reinsurer through the deal, she said
The deal could be followed by oth-
ers involving Bermuda catastrophe
reinsurers, said Gloria Vogel, equity
1 analyst at Advest Inc m New York
"There are too many companies in
. that market,” she said
The cat reinsurers have excess cap-
ital. and though they are trying to di
versify into other lines, a merger or a
sale could be mom expedlent, Ms Vo-
gel saxi
The reinsurers m Bermuda that dre
sttll mdependent ec,uld merge to form
largei groups or could strike deals to
become departments within larger
more diver,ified companies in the
same way Mid Ocean has, she said
Whatever happens m the future, the
combination of EXEL and Mid Ocean
is unlikely to have much effect on cat
reinsurance rates. sdid Ms Schmeder
"It will have no impact the pres-
sure on prices is really coming from
Eumpe." she said
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Aetn a breadth to its clients, though it wi_1 the deal is sound, though Standard & strategy of focusing or. managed are most successful when they
reduce the numbei of compelitoisin Pool'SCon,AM B2St CJ, Duff & care, and"theycleally aiepi epared Pl omplly and swiftly move, foiwal d
) the maket, experts 323 (BL Malch 9) Phel)s Credit Rating Co and to stick with that plan "Conceptual- with the integlation pic,cess "
Continued flom page 2 Aetnaplanstotake 1 "market-b>- Moozly's Investors Service Inc all ly, that "makes a lot of sen.e," he Otherwise, the integration ' r aises
abilitv businmses, which generated maiket appioach"to _ntegiating the have placed Aetna s i ating:, undpr re- said questions among clients and employ-
about $31 billion in revenue last two operations "and we intend to view for possible downgiades, citing Thel e's a huge business opportu- ees about what happens next, and it'ss
yeai The deal accounts for the bulk proceed on a gradual, paced the linanc al and orelational lisks nity" hele, ho added But, "it takes a a big distiaction, 'he said
of New Yon.k Life's gloup bl.fsmess, a timetable,” Ml Huber said Inherent in the deal lot of management skills and know- In light of Artna's $8 9 billion ac-
New York Lite spokesman said _ "By integrating the smaller, moie "Stiategically, the dea_ seemf to how, we have seen, to build a huge, quisition of U S Healthcare in 1996,
NYLCaes blfcﬁ;g.es.t maikets in- easily absoibed mar:ets fiist, and make some sense, ' said Arun N Ku- successful managed cale operation" Mi Waid said he suspects that
clude Texas whéie it is the leading continuing to i unparallel svsterns in mar chi ec:or at S&P in New York "I think they'i e looking dt this though NYLCaie "was an opportuni-
managed care prowdm,with 630,000 the laigermarkets in -he interim, Fre "It detinitely stiengthens Aetna's thing from a very long-toim point of ty they just couldn't pass up, they
HMO membei s. and the Maryland/ intenc to minimize tho potential foi handincertain e¥] markets,"includ- view anci could emerge hom allthis would probabh have prefei-red it if
District 01 Columbia/Virginia mar- ser'vick disi uption dndsubstantiall ing New Yolk, the District of as d veiv stiong, viable company It the oppoi tunity had piesented 11Self
ket, wheie NYLCaie 15 une of thelop complete the integiaton by the enc Columbia and Texas, he said won t be easy, but they could,’ Mi a yeal 01 two clown the road '
thiee managed caie compgnles, with ofthevear 2000,"he said If someone else hal to Fick up this LeConer said Douglas L Mevei, an analvst with
about 470,000 HMO membeis Sy Sternbeig, New Yolk Life's bloof, it could have e <erted addition- John Ward chief executive officei Duff & Phelps Ci edit Rating Co in
The deal a]40 would inciease Art- chairrnan, president ind CEO, sale al piessure on Aetr_a's maigins in of the Cincinnati-basedWaid Finan- Chicago, wid that while thegralap-
na's health plan membership in such the deal lets New York Life focus cn these regicns, so this acquisition can Hal Group, agreed "would antici- prais to make good stiategic sense
markets as lllinols, New Joisey, Now building its core stier_kths in tho do- be probably classified as oPgorunls- p«tte a challe_r&glng integlation facing theio are "opriational challenges and
Yoik Not th_Caroflna, South Caroli- mesti¢ life inguianée and annuity tically defensive if thei e 19 such a them,"hesai integzation risks" associated with the
na and Washington _ businesses increase _1.6 poltfolio o= woid," ,,did Mr Kumar Noting that Actna pldns 10 inte- deal
Employgrs are Iexplected tolbeneflt plopr_clary mutual fl_ncls in its asses Aetnd has no fear," said Michael giate the NYLCate operation gradu- _In addition, S&P's Mi Kumai
from havmg a Ia|%e| health inbUl m management business and expand n LeConey, an analvsl with Na-ional ally, Mr Waidsaid "Oul experience pointed to the goodwill on Aetna'%
that would Bring added leveiage with international mdikets Securities Corp in New Yoik The with int:gration meigers is that the balance sheet
pioider> and more efficienc> and Observei s say the rrategi behind company nas decided to pursue Its companies that decide to integlate The NYLCai e deal would add an-
other $900 million of goodwill, which

is the piemium paid toi d book of
businifs ovei its asset value Mi Ku-

mar noted This 15 in addition to the
$8 5 billion ali oady on Aetna's books
from the U S Healthcare deal and
(thei acquisitions, he faid
"It'% not an asset you can tr pically
led]170 immediately,"according to
Mi Kumai The acquiierl busine
pei foimanie will detrimine whether
the goodwillis luslifiable, Ml Kumdi
said
Larry Mayewski senior vp al Old-
wick, N J -bawri Best, wid that while
4 the deal makes "good business sense"
stiategicilly, Best also iS concerned
about the amount of goodw11 on Aet-
na's books
'The organi7ation's going to have
8% to improve its earnings peiformance
ovol time to sti engthen its position"
and lustily the price it paid, Ml
Mayewski said [D]

N.C. Blues

to pay fine
& 3-547 over data

* : DURHAM N C -Blue Cross &
Blue Shield of Ninth Cainlind will
pay a $300,000 jine to the North

- ° .
Carolina Department of Insurance
to settle leeol ds violations found

['a

at the insuier and its wholly
owned subsidiaiy, Personal Cate
Plan of Noith Carolina
The Insuiance Depailment
S charged that during i outine mai-
87 ket-pi actice examinations held
- l,ist June and Julv, the in'"-urer and
#FF health maintenance oiganization,
both heddquarteied in Duiham,
N C, deldyed producing iequest-
ed injormation and records, pro-
vided indccui ate and incomplete
intoimation, .ind failed to piovide
A requested recolds requiied by the

Vato

In a sttement BC/BS of North
Caiolina said thal, to date, new
guidelines and pioceduies have
been put in place that coziect 97%
of the cases mentioned in the re-
port Among other changes, the
Insuier levamped its data collec-

The digital plain paper copier that s also lion, treamlined its recoi d-keep-
. . . . ing and brought new computer
a high speed laser fax, high resolution scanner and PC printer. systems online
BC/BS, the state's largest health
Big capabilities for smell offices The Aficio FX10 from Ricoh The most versatility for the money As a inburol, attributed the delays in
.- I . : . . . ti d ts in |
digital copier, it's a great buy As a d gital copier, top-qua ity fax, PC-connectable laser printer and reliable ;1::; 'tr;gtgeec?:e;fg;ii: g,oa:;,gts

scanner, it's the best multifunction buy in its class All you have to do is clear off that occurred in its HMO line of

business, including PCP, between
somedeskspace And call 800 63 RICCH Ormeet usonlineat www ricoh-usa Cl)m I E I ( :O H 1994 and 1997

A statement from the Insui ance
© 1998 Ritoh Corporation Image Communication Depaltment said 11 W111 conduct
onsite compliance exams of both
companie> this summa
-By Salltj Roberts



Hoping to reach top decision-makers?

Influencing commercial; insurance decision-makers is critical to
your success — but finding the most effective way to reach them
can be a worrisome task. You can take a chance with unproven
methods and hope for the best ... or, you can be sure you'll get
the best possible resuits y relymg on a proven industry leader,
Business Insurance. :

When you adv_ert:se in BI's Captives spotlight report, featuring
an in-depth profile of the Risk Manager of the Year, you'll be certain
to capture the attention of more than 153,000¢ risk and benefit
managers, brokers, consultants, insurers and reinsurers. Plus, bonus
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you'll reach your prime prospects.
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THESE PEOPLE LOOKED AT PR

.- - AND PACKAGE POLICIES
wWiLL NEVER BE THE SAME.

Here at the Kemper Insumnce Companies we asked our folks to build us

0 new, looding-edge property policy. They smrted by ripping every typical properly form to pieces.
Uneby line. Word by word.

They talked to agents and customers.

They questioned everything. Every restriction. Every limimtion. They walked into meetings expecting to break the rules.

And they come up with something truly remarkable. KEMPER PROPERTY RESOURCH. 4%

Fewer restrictions. More covemge. Unporalleled flexibility. Boiler ond machinery coverages thot ore truly seamless. Claim arbitration
features that give customers options unlike anything they've ever seen. And insurance protection designed to keep pace with how
business is done today... and how it will be done tomorrow. A reol high-performance product.

How could o simple property form be that revolutionory? Just ask the people who built it. Use their 0-mail addresses. -
We also put the Kemper Properly Resource story on CD-ROM. Call I-800{AVALRY for your free copy.

Because once you see what we've built, you'll want us to build one for you, JUST ASK US. 9

To learn more about Kemper #peg Resource, call an independent agent or broker who represents Kemper,
or contact one of our Bronch Marketing Directors listed bolow.

thouseho@kemperinsurance,
Tim Householder,

Property Claim Specialist

lrempeR®

www,kemperinsurance.com

Nick Catalano, Atlanta lane Stein, Charlotte Neal Finn, Cleveland Ben Montsomery, Dallas Larry Oslie, Los Angeles
(770) 986-7702 (704) 329.2576 (216) 514-3888 (972) 364-5182 (818) 369.8808

John Varitimos, Braintree Jeff Fox, Chicago Maureen Herzog, Denver John Wakelin, Houston Darrell Happel, Minneapolis
(781) 380.7218 (312) 559-2199 (303) 752.5492 (281) 583-3390 (612) 820-6201



OPERTY IN A

HOLE NEW LIGHT

gchester@kemperinsurance.com
. Geoff Chester, Package Underwriting Specialist

dmelone @ kemperinsurance.com
Deke Melone, Team Manager, Atlanta

Jwatras @kemperinsurance.com
John Watras, Team Manager, New York

bwagner@kemperinsurance.com
Barb Wagner, Package Underwriting Specialist

Lou Frascotti, New York Mark Rott, Philadelphia Penny Webber-Hyde, Mary Wilkinson, St, Louis Paula Banks, Syracuse
212) 313-4141 (215) 574-5876 San Francisco (314) 951-3130 (315) 449-5642
Ron Vindivich, Pittsburgh Malcolm Perkins, Richmond ($13] B16-6323 Jim Maraska, Summit Danny Sgro, Toranto -
(412) 434-8806 (804) 418-6712 Jamie Wohligemuth, Seattle (908) 522-4191 (416) 351-2401

(206) 281-3367
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At RIMS in San Diego everyone
will be watching Business Insurance’s. ..

For advertising Since 1995, Bl's expanded news covFrage of the Risk and Insurance Management Society’s Annual
Tl g = . ~lt. Conference & Exhibition has included televised conference reporting.
information call:
. I Now, Bl's RIMSTV will be produced in San Diego and shown on exclusive channels in official
Martin Ross at

212-210-0228

conference hotels and on monitars around the exhibit hall.

Three original programs, shown 24 hours daily, Monday, Tuesday and Wednesday, will include
news stories, coverage of major conference sessions, interviews with association leaders, industry
leaders, conference speakers, attendees, exhibitors and more.

Executives attending the conference will tune in to Business Insurance’s RIMST'V for the same
timely, accurate news reporting that more than 149,000* readers rely on each week in print. Book
your commercial time now on the conference’s official daily television program.

|
‘ *includes pass-along readership

pBusiness. RIMSA TV
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Solid partnerships key in litigation

Better outcomes, more cost-effective solutions will result

By Steven R. Goldstein
and Amy R. Stein

A s anyone involved with claims handling, risk
flmanagement or litigation knows, the best
litigation is that which never gets started However,
when litigation does become unavoidable, It should
be handled and resolved in a cost-effective manner

To keep litigation from becoming the central
concern of a company's operations, corporate
counsel, risk managers and their outside litigation
attorneys must redefine both the nature of their
relationship and their perceptions of the litigation

process

Make outside counsel

part of the corporate team

On occasion, the relationship between in-house
attorneys or risk managers and outside counsel can

senior management If a certain law firm has a
familiarity with the design or engineering staff, or
with the construction manager at a particular site,
the outside attorney already will know the right
person to call for information and documents for
discovery responses and will not have to waste time
(and money) to get the required information

problematic cases can be highlighted early on and
appropriate arrangements can be made for dealing
with such situations before they explode Cases ripe
for early settlement will be brought to the client's
attention and handled appropriately Finally, cost
discovery can be bypassed in cases that may be
suitable for mediation

Mediation IS a low-risk, cost-effective alternative
to litigat:ion for a client Because mediation is non-
binding, neither side will have to accept an

- Similarly, outside attorneys need not expend time unsatisfactory result Mediation generally can occur

determining the appropriate witness for depositions
in individual lawsuits If the same witness is used

repeatedly in one or more jurisdictions, deposition
preparation time also can be sigmficantly reduced

quickly, with little discovery, resulting in savings to
the client

Finally, and of great significance to high-profile
companies that often carry large deductibles or self-

« Experts may be reused in more than one case and insured retention levels, the results of mediation are
in more than one jurisdiction Repeated testimony by private and confidential and not available to the

the same expert on the same product will lead to a
significant reduction in the learning curve, which
translates into real cost savings

* The company may end up having the same co-
defendants in more than one jurisdiction Discovery

obtained from common co-defendants should be

pooled among various members of the defense

become adversarial For those inside the corporation, counsel

the focus iS on the bottom line, and they are
rightfully concerned about minimizing their legal
fees At the same time, outside defense counsel may
think their judgment and professional skills are
being second-guessed by people who are not "in the

< Any one or more law firms handling numerous
cases arising out of the same product may pick up on
a certain design defect, inadequate warning or other

general public This means that there is a greater

incentive to settle because a company will not have

to fear setting a bad legal precedent Moreover, the

threat of a public-relations disaster is eliminated
Which cases are suitable for mediation? There are

no hard and fast rules, but here are some examples
- If liability clearly rests with the company and

there is a fear of putting the case in front ofadury on S

damages, consider mediation
- If a plaintiff's veracity is in doubt, and you
believe having an impartial mediator point that out

such weakness that leaves the company vulnerable to to an otherwise closed-minded plaintiff might lead to i

future htigation The client should use this

trenches" of litigation The concerns of both sides are knowledge to It S advantage Integrate the expertise

valid and need to be balanced to avoid
counterproductive case management

The first step in improving this relationship iS for
outside counsel to think and act as if they were part
of the client's business Ideally, corporate counsel

of the attorneys at the design and engineering stage

a quick resolution, consider mediation
+ In a case in which the plaintiff needs his or her
“day in court" to vent feelings and to "be heard"

to improve products, warnings, and promotional and before accepting an otherwise fair and reasonable

marketing materials After the investment of time
and energy necessary to let outside counsel truly
know the business, use that knowledge to get

should support this process Let the outside attorneys valuable suggestions as to how the company may

learn everything they can about your business-have wish to make changes to reduce the nsks (and costs)

them visit the factories, witness actual product
manufacturing, even spend an hour on the assembly
line Consider having corporate counsel take the
outside lit:igators into the design department to see
what the company is planning for the 2Ist century
The lawyers will become more knowledgeable, and,
equally important, they will also feel a greater sense
of loyalty to the client company

Centralizing the use

of outside counsel

Once a client has encouraged an outside attorney
to better understand its business, the attorney can
put this newly acquired knowledge to work in a
systernized approach

Let's say you manufacture five types of widgets,
and outside counsel at one law firm knows every
detail of the manufacturmg process for Alpha
widgets It only makes sense that all cases arising out
of Alpha widgets are assigned to that firm If the
company is sued in many jurisdictions, it may prefer
to have a firm expert in Alpha widgets in each
jurisdiction If more than one firm handles Alpha
widget cases, each of those firms should be
encouraged to compare notes on their experiences
with Alpha widget litigation

The advantages to centrahzing a certain type of
litigation with either one firm nationwide or with
one firm in each region are numerous

- Discovery demands used in one case may be
"recycled" in another, with minor changes, as the
information sought will be similar regardless of
jurisdiction

- Discovery responses also may be reused, saving

of future litigation
The centralized approach outlined above works
well in many types of cases For example, many

engmeering/construction companies routinely assign

settlement, consider mediation

For example, in a case in which a young woman
sustained a serious indury at a nightclub due to a
criminal assault, her own lawyer was becoming

frustrated with her unwillingness to settle the matter ,-2.

in the face of a very reasonable settlement offer
Mediation was suggested The case involved a
somewhat novel legal theory, which was risky and
would have required the plaintiff to hire several

all general and professional liability cases arising out experts Plaint:iff's counsel felt a reasonable

of construction operations at a particular site to one
law firm Most insurers, even if they have the right to

settlement was in his client's best interest

The nightclub preferred a settlement to avoid

choose counsel, will bow to the desires of an insistent unfavorable publicity or the risk of a runaway

and valued client rather than lose the opportunity to
underwnte the next project or policy renewal

After the first case comes in, the outside law firm
has the opportunity to visit the site and become
famihar with the layout and to travel to the firm's
main headquarters and review all the prqgect
documents, as well as to speak to the construction
manager and other supervisory personnel Although
the initial time outlay may be larger than it
otherwise would be, considerable time is saved in
future litigation

The axiom that knowledge is power applies in this
situation-all of the cases can be defended more
effectively as a result of outside counsel's intimate
knowledge of all aspects of the site and all relevant
project docunnents

Explore opportunities

for early resolution

The malority of cases settle on the eve of trial,
often after vast sums have been expended on
depositions and discovery While there may be cases
that, for strategic reasons, a company is unwilling to
settle, defense attorneys and those responsible for
handling claims should look for creative ways to
resolve those claims Early settlement and non-

significant amounts of time for both the attorney and binding mediation both should be routinely

company employees in document searches The same
information produced for use in one suit usually is
responsive to the demands of another plaintiff in a
different Jurisdiction

- Attorneys who get to know the contact people in
your company don't require additional time from

considered as part of the case-handling process
Corporate counsel, risk managers and outside

counsel should institutionalize the process of

evaluating cases after some simple, basic discovery

has occurred

verdict Mediation gave the woman an opportumty to
testify as to the ongoing effect she beheved these
injuries had on her life Done in a "quasi-legal
forum" with a retired judge (wearing his robe) as the
mediator who took "testimony,"” the plaintiff felt she
had gotten her day in court and was emotionally

satisfied The mediator then was able to effectuate a
fair and reasonable settlement

In sum, a true partnership among outside defense
counsel and in-house counsel and risk managers will
encourage all involved to search for creative
solutions to a company's legal problems This, in
turn, will lead to better outcomes and more cost-
effective litigation

LA

Mr. Goldstein Ms. Stein

Steven R Goldste:nis thefound;ng partner and *{
Amy R Stein is a senior associate at Goldste:n & As- *

soczates, with offzces :n New York and Syosset, N Y
The fzZrm specialzzes zn htigation services such as in-
surance coverage and defense, and employment and

This approach is advantageous to the client in that Profess:onal habil:ty

a
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Primer on business finance easy to read

"Every Manager's Guide to Business Finance"
By Robert G. Finney
Published by AMACOM,

a division of the American Management Assn.,
135 W. 50th St., New York, N.Y., 10020,
800-262-9699

$26.95

By Kevin M. Quinley

D isk managers without quantitative skills or a
=[1firm grounding in finance are vocationally
handicapped.

In fact, these days, a risk manager without an
understanding of finance might as well wear a big
sign that says, "NOT QUALIFIED FOR

Unfortunately, self-education in this area is
difficult. Virtually all the books and workshops on
"finance for non-financial managers" come from the
financial pros. This often leaves their audiences more
budget-challenged than ever.

Robert G. Finney, an experienced manager from
the operations side, closes this knowledge gap in
Every Manager's Guide to Business Finance. In 256
pages, his handbook tells risk managers much of
what they need to know about business money-from
finance and accounting to purchasing, contracts,
compensation and budgeting.

Mr. Finney has more than 40 years of management
experience, including eight years as president and

chief executive officer of Electronic Associates Inc.

While risk managers are not the book's sole intended

Books & ideas

audience, they are among the business professionals
who will find this volume a handy resource.

Veteran risk managers will breeze through this
book, but new risk managers may find it a useful
grounding, especially if they come to risk
management from a non-financial field.

While it seems as though many risk managers come
from finance or accounting backgrounds, this is often
not the case. Many come from the insurance
brokerage industry, from safety engineering or from
legal backgrounds. Risk managers with these
experience profiles will profit most from Finney's
book.

Mr. Finney presents finance from the viewpoint of
his own management colleagues in sales, marketing,
engineering, customer service, MIS and others who
unlike the risk manager-normally do not report to
the chief financial officer. "Today, these managers
often have to justify everything they want to do in
terms of profit, cash flow and return on investment,”
he points out.

For those who are phobic about math and
numbers, this guidebook makes them easy to
comprehend. Mr. Finney does this by probing the
subject in terms of four basic questions:

First, how does your organization make money?
Second, how does it get the money? Third, how does
it spend it? Fourth, how does it protect it? This fourth
question is, in a way, the essence of the risk
manager's mission.

This fundamental approach will likely make sense
to every new risk manager. It is a logical gateway to
more complex topics, ranging from balance sheets to
equity financing to taxes to (heaven forbid!)
bankruptcy.

Risk managers who get money-wise tend to get
more of what they want and have longer longevity.
As Mr. Finney states, financial savvy in any manager
tends to "improve the performance of their own
divisions and command more resources from the
financial side." This new-found skill also helps
propel any manager-risk or otherwise-up the
career ladder. As Mr. Finney observes, "The higher
places in any company always go to those proficient
with money as one or more of their operating
talents.”

There is likely little here that will surprise
seasoned risk managers or risk managers with
finance backgrounds. For the new risk manager or
those who came to the job via other backgrounds,
though, "Every Manager's Guide to Business
Finance" is user-friendly-and much less expensive
than an MBA program. m

Kevin M. Quinley is senior vp
of risk services for MEDMARC
Insurance Co. Inc. and sub-
sidiary Hamilton Resources
Corp., both Of Fairfax, Va.

Sexual harassment not 6personalinjury'in policy: Court

laims of sexyial harassment did not raise @

coverage under a comprehensive
general liability insurance policy, according to the 5th
U.S. Circuit Court of Appeals.

In October 1992, Cheryl Gisentaner filed a lawsuit in
Texas state court against her former employer,
Valsamis Inc., her supervisor at Valsamis, and others,
claiming sexual harassment by her supervisor.

The employer was covered under a CGL policy issued
by Americas Insurance Co. that covered bodily and
personal injury. The definition of personal injury
included injury arising out of "false arrest, detention,
imprisonment or malicious prosecution,"” or "a
publication or utterance...in violation of an
individual's privacy." Ms. Gisentaner sought coverage
for her claim in the definition of personal injury in the
Americas policy.

The defendants in the state court suit settled with her
for $1.25 million, but Ms. Gisentaner agreed to take an
assignment of her employer's claims against Americas
and also not to pursue her judgment against her
employer. The insurance company then brought this
suit in federal court, seeking a declaration that its CGL
policy did not provide coverage for the claims settled by
the employer and Ms. Gisentaner. The trial court ruled
for the insurance company, denying coverage.

The appellate court concluded that Ms. Gisentaner's
claims would not be recognized as a cause of action for
invasion of privacy under Texas law. According to the
court, Ms. Gisentane's allegations that he employer
and supervisor made offensive comments and
inappropriate advances toward her, absent a physical
invasion of her property, did not fall within the CGL
policy coverage. The trial court decision was affirmed.

Comhill Insurance P.L.C vs. Valsami, Inc.,US.
Court of Appeals for the Fifth Circuit, Feb. 7, 1 997
(81/058.-$10).

Wj,oming court OKs benefit differentiation

The Supreme Court of Wyoming has upheld the
constitutionality of the state workers compensation
law that awards benefits for a mental injury

Legal Briefs

accompanied by physical trauma while denying
benefits for mental injury unaccompanied by physical
trauma.

Lorraine Pinkerton, a correctional officer at a state
facility, while working the graveyard shift, discovered
the body of an inmate who had committed suicide by
hanging. Although she does not remember doing so,
Ms. Pinkerton untied the knot from around the
decedent's neck and helped to lay her down. This
incident was followed by flashbacks, an overwhelming
fear of the dark, and extreme anxiety and fatigue due
to nightmares. Ms. Pinkerton was unable to return to
work for several days after the incident. Although she
subsequently returned to work, additional symptoms
surfaced, interrupting her attention to her work. Anti-
depressants prescribed by her physician did not help.
She finally resigned her position. She sought hirther
medical assistance and was diagnosed with post-
traumatic stress disorder. Ms. Pinkerton's claim for
workers' compensation benefits was denied.

She appealed, arguing that the state law awarding
benefits for mentalinjury accompanied by a physical
trauma while denying benefits where no physical
trauma occurred was an unconstitutional classification.
But the appellate court said that denying coverage for
mental injury did not violate equal-protection
guarantees because the classification bore a rational
relationship to a legitimate state objective, namely, the
economic concerns and burdens associated with mental
jnjury. The lower court decision was affirmed.

Pinkerton vs. State Ex Ret. WWSCD, Supreme Court
of Wyoming, June 10, 1997 (BI/01/F.-$10)

ERISA plan ruled entitled to repayment

An Employee Retirement Income and Security Act
plan can recover for medical benefits it paid to a plan
beneficiary from the beneficiary's recovery from a third
party who was responsible for the beneficiary's medical

needs, according to a decision of the 5th U.S. Circuit
Court of Appeals.

Leonard Whitehurst Jr., a longtime employee of
Sunbeam-Oster Co. Inc. was severely injured in a non-
work-related highway motor accident. Mr.
Whitehurst's extreme injuries required extensive
surgery, hospitalization and rehabilitation. He was
covered under an ERISA plan as a dependent under a
family coverage arrangement in which his wife, also a
Sunbeam employee, was the participant and paid the
premiums. Mr. Whitehurst's medical bills totaled
$137,000.

Mr. Whitehurst, his wife and minor children sued the
driver of the truck involved in the accident, the driver's
employer and the latter's insurer, seeking damages. The
Whitehursts settled all their claims for $500,000, plus
$9,000 in property damage. The plan included a
subrogation provision, allowing the plan to recover
duplicate benefit amounts. The ERISA plan sought
reimbursement from Mr. Whitehurst for the medical
benefits paid on his behalf. The trial court denied the
plan any reimbursement.

Although the appellate court agreed that the
subrogation provision in the plan lacked technical
precision, it concluded that this was not a valid reason
for branding the summary plan description as silent
and subjecting it first to a search for the intent of the
parties. The court believed that the central thrust of the
plan's reimbursement rights was made amply clear-
the plan was entitled to obtain reimbursement for
duplicate benefit amounts. The trial court decision was
reversed.

Sunbeam-Oster Co. Group Ben. Plan vs. Whitehurst,
5th US. Circuit Court of Appeals, Dec. 19, 1996
(BUO4/Au.-10). [al

These abstracts were prepared by Mayo H.
Stiegler. Copies Of these decisions are available by
sending a $10 check payable to Mayo H. Stiegler, to
Business Insurance, 740 N. Rush St., Chicago, Itt.
60611-2590. List the number for each opinion.



IJU*6/6666 1/6*U, UNLES, 1VIdILII LO, 127210/ 111

most fanuly-friendly companles," she statement and all facets of its bum- coordinator for Madison, N J -based results "I think most compames

said "You can say you have all of ness strategy, said Ms Altenpohl Schering-Plough Corp, said the would be happy to get that kind of

these, and then no one uses them be- "There's a real business message that company's employees have respond- usage," she said of use figures above
Continued from page 3 cause evaluations depend on face work/bfe benefits have an impact on ed positively to the benefits "I can't 50%

Other reasons, such as the presence time" the overall business strategy," she beheve the number of people who Experts say that once managers
of relatives or friends who assist in Employers can try to reverse the said utilize this system " have tangible results that illustrate a
child or elder care or the non-use trend in a couple of ways, Mr. Ross suggests that employers Schenng-Plough, a health care and correlation of work/1fe benehts with
use of programs from the worker's experts say assess their corporation's needs by consumer product manufacturer, increases in productivity, reduced
commumty, church or school, ex- Robert Schussel, vp/managing re- internally surveying employees, host- hosts sernmars and sends out fliers to absenteeism and a lower rate of Job
plain to some degree the low use of search director in Gallup's Chicago mg focus groups and evaluatmg pro- address work/life issues such as elder turnover, work/life initiatives w111

work/hfe benehts, but "the smgle office and one of the designers of the grams currently in place care, child care and stress manage- have stronger ties to corporate pollcy
greatest factor Impactmg employees' survey, said one thing the survey | continue to beheve employers ment The company also provides on- than Just as benevolent perks
use of work/life benefits is corporate showed IS that by offemng more want to do what's best for employees site child care and promotes some "Eighty percent of the work force
culture," the study says work/life benefits, a corporation sig- because it helps their bottom line," he telecommuting is going home to somebody in the
Intracorp, a Philadelphia-based nals to its employees that it's accept- said Ms Fisher said that beyond the evening," said CorporateFamily So-
health care and work/life manage- able to use them Eighty-four percent of the respon- emotional feedback measured by lutions' Ms Friedman "This is not a
ment company, and Gallup, based in By offermg a greater number and dents said they would be inclined to Schenng-Plough's consulting agency margtnal issue"
Princeton, NJ, examined eight com- a wider vanety of benefits, employers use work/life benefits if they better and some in-house surveying of pro- -
mon work/life benefits to determine can attract segments of their work matched their individual needs Hav- gram effectiveness, her corporation Pree copzes of "Too Seldom ts
the impact of corporate culture on force who might not otherwise use ing successful work/life users as role can't quantify the impact of the mi- Heard an Encoumgzng Word A Study
the use of these programs The bene- these benefits," the survey report models would motivate 81% of re- tiatives it has offered since 1990 of Work/Life Programs and Comotate
hts are flexible work arrangements, states spondents to use the programs, and "But it certainly has made a difer- Culture's Impact on Uttlizatzon" are
family/unpaid leave, long-term care Perhaps the best way to assure em- 78% cited having more information ence for employees," she said avattabte *om Intracorp by cattzng
msurance, workplace seminars, em- p.oyees that management backs as a means to bolster use Diane Piktahs, vp of WFD, a (800) 345-1075 orfvm Intracotp's stte

ployee assistance programs, resource work/hfe benehts is to mtegrate their Pamela Fisher, manager of human Boston-based work/life consultant, on the Wortd Wide Web, at
and referral services for child care use with the company's mission resources and corporate work/family said she is encouraged by the survey http //www mtwicom com
and elder care, and onsite or employ-
er-sponsored child care or adult care
centers
The survey reflects responses from
1,004 employees Gallup interviewed *3 |
nationwide Study respondents work v
for companies with more than 500 7
employees About 35% of respon-
dents manage at least one person
Because a satisfied worker is often
a loyal and productive worker, ares
work/life experts agree that employ- L fr2 3
ers help themselves by offering solu-
tions to problems employees regular-
Ly face, such as child and elder care
Employees who use these benefits of-
ten feel they are achieving more equi- .
ty between their personal and profes- i
sional hves, experts say
The survey portrays the heaviest

1 1 1
user of work/life benefits as a mar- * *
ned female with children in a house- ueS- | wl =
hold where both spouses work 9
ce.

About 60% are between 36 and 55

years old
Of the group of heavy users-those 1 1 f 8
who use two or more beneflts-24% T t/. (| [
also provide assistance to older lbgr

adults "Employees with elder care
responsibihty exhibit high levels of
stress and work/life imbalance,"” ac-
cor(ling to the authors of the survey
report The other groups that experi-
ence the most stress are employees
who provide elder care and have chil- -
dren under 18, and mamed employ-
ees with children where both spouses —
work full time, the report says
But the Survey indicates that the =T B
majority of employers with 500 or _ e L s s 4;_ eq2 /: i m r_f_n Of
more employees do not offer elder
care and/or child care benehts . 9-1 — -
Donna Altenpohl, Intracorp's di-
rector of marketing, said the
work/life industry began with child
care and largely was perceived as a
women's issue She said the growing WHEN THE TOUGH GET GOING.
need for elder care changed this view
"Elder care hits all employees and

all levels of management,” Ms Al- Looking for clear directions for your international employee benefit Head Office. Swtss Life, General Guisan-Quat 40,
tenpohl said "With the competitive 8022 Zurich / Swi[zerland, Telephone 411/284 3797,
. . . . . . Telef: 411/284 3997, | isslife N
work force, balance is very important plans? Swiss Life is the way to go for coordinated global programs and sletex nternet www swisslife com
. " Argentina Royal & SunAlliance, Australia
to a“ generatlons Hannover Life Re / Swiss Life Inrernational
Kenneth Ross, an Intracorp senior real financial savings. As the world's leading International network of life Services Asia Pacific, Austria- Wiener Stadi,sche,
vp, said the idea of managmg one's Belgium Swiss Life. Brazil lcaru Hartford,
personallife and gettmg the Job done insurers, we're never far from where you need us. And every Swiss Life Canada Ganada Life, Chile Buroamdrica. China

Swiss Life Beuing & Guangzhou Rep Offices,

is something many respondents cited X ) ) !
Colombia Bolivar, Czech Republic: Oeski

as critically important "Creating Network Partner is a local leader, with the expertise, flexibility and ser- Kooperativa, Denmark Danica / International
that environment is the most impor- Health Insurance / PFA Pension, Finland
tant employer challenge,” he said vice capabilities to meet your most challenging insurance and benefit re- limarinen / Pohjola Life, France: Socidts suisse

(Swiss Life), Germany- Schwe:zerische
Ren[enanstak (Swiss Life), Greece Aspts Proma,

Without supportive management,
employees may feel they are placing

; ' quirements. It's a sign of the times that more and more top multinationals Guatemala- Occidente, Hong Kongs CMG Asm
their careers m jeopardy when aslang L,fe, Hungary Gldraa Swiss Life, Indonesia
to use these benefits The survey cites follow the Swiss Life route. Call us in Zurich on +411/284 3797, or Lippo Life. Ireland Irish Life, Italy Swiss Life,
fee“ngs of "employees' distrust and Japan Mcilt Life / Yasuda Life. Korea. Korea Life,

i Luxembourg+ Swiss Life, Malaysia. Hong Leong,
contact your local Network Partner. It can be tough out there. But with Mexico. Comercial Amé&:ca, Netherlands

ZwitscrLeven (Swiss Life), New Zealand

cynicism toward their employers" as
reasons for the reduced use of

v.vork/llfe benefits despite the emo- Swiss Life, you're never on your own. Hannover Life Re, Norway Vital, Panama
tional value employees place on Mundial, Phitippmes Firs Guarantee Life,
them Poland PZU, Portugal Impdrio, Russia
Rosgoss,rakh, Singapore NTUC INCOME,
Stovakia Kooperama, South Africa Southern

Life, Spain Swiss Life, Switzerland La Suisse

Dana Fnedman, semor vp of con-
sultant CorporateFamily Solutions in

Port Washmgton, NY, agreed that (non life), Tuwan- Kuo Hua Life. Thailand.
rehance on "management buy-in" Bangkok Life, United Kzngdom- Swiss Life (UK)
determines the success of a compa- //I M M 1 1 /M I_ E' I plc, USA First Allmerica / Swiss international

i Services, Venezuela Or:noco
ny's work/hfe benefits

"These findings are a classic pic-
ture of what's going on even in the

THE RIGHT DECISION
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Berigan gets post
at Campbell Soup

Comings & Goings: Buyers

Karen E. Berigan has been named
manager-global risk management at
Campbell Soup Co. in Camden, N.J.

Ms. Berigan, 29, previously was
clajms and risk manager at Garden
Way Inc., a manufacturer of outdoor
power equipment in Troy, N.Y.

In her position at Campbell Soup,
she is responsible for the company's
global property insurance program
and administration of its self-in-
sured workers compensation pro-
gram.

Ms. Berigan replaces Lawrence
Sokolowski, who left Campbell to
join U.S. Cold Storage in Cherry
Hill, N.J., as risk manager.

Ms. Berigan reports to Christo-
pher I. Johnson, director-risk man-
agement.

She holds a bachelor of science in

business administration from

LeMoyne College in Syracuse, N.Y.,
and a master of business adminis-
tration degree from the College of
Saint Rose in Albany, N.Y.

Ms. Berigan holds the Associate in

Risk Management designation from
the Insurance Institute of America.

Howard M. Edelstein has been
named director of risk management
at Sealed Air Corp., a manufacturer
of protective packaging products in
Saddle Brook, N.J.

Mr. Edelstein, 47, comes to the
newly created position after work-
ing as a private consultant with
Sealed Air. In addition, he spent 20
years in the insurance brokerage
business.

As director of risk management,
Mr. Edelstein is responsible for all
insurance, risk management and
claims management functions at

Sealed Air.
He reports to Tod S. Chlistie, as-
sistant treasurer.

Mr. Edelstein holds a bachelor of

arts degree in economics from
American Univensity in Washing-
ton. He holds the Associate in Risk
Management designation from the
Insurance Institute of America and
is a member of the New Jerse> chap-
ter of the Risk & Insurance Manage-
ment Society Inc.

Pamela T. Chavez has been

named corporate claims manager at
Jacobs Engineering Group Inc. in
Houston.

Ms. Chavez, 37, is responsible for
managing claims in alllines cd cov-
erage at the company. Previously,
she was property and casualty
claims manager at Aon Risk Ser-
vice of Texas Inc. in Houston

She replaces Vicki Schhimer,
now corporate claims specialist at
Jacobs Engineering.

Ms. Chavez reports to Robert Er-
ickson, director-corporate risk man-
agement.

She earned a bachelor of business
administration degree in marketing
at the University of Houston and
holds the Certified Insurance Cou:n-

selor designation.

We'd like to report on sta#
changes in your company': risk
management, safety and empzoyee
benefit departments. C)ntact
Michael Bradford, Associate Editor,
Business Insurance, 2726 Pn'tania,
#6, Nan Orleans, La. 70139 504-
269-9988;far: 504-269-0858; 2-mail:
mbradfo?*rain.com. Please send a
photograph, too.
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Datebook

MARCH

MARCH 30-31. Best Practices in
Claims Services conferer.ce in Chicago,
sponsored by Global Business Re-
search Ltd.; $1,295 for conference
only. Conference Administrator, Glob-
al Business Research Ltd.,775 Sunrise

Are., Suite 260, Roseville, Calif. 95661;
916-773-3236.

MARCH 31-APRIL 3. Benefit-Cost
Analysis for Environmental, Health
and Safety Regulation course in
Boston, sponsored by the Harvard
School of Public Health Center for
Continuing Professional Education;
$945. Harvard School of Public Health
Center for Continuing Professional
Education, 677 Huntington Ave., LL-

23, Boston, Mass. 02115-6096. 617-
432-1171.

APRIL

APRIL 1-3. Property & Casualty Prod-
uct Management Skills and Tech-
niques seminar in Chicago, sponsored
by Dorman Consulting Associates;
$995. Also May 6-8 in Boston. Dorman
Consulting Associates 1 Haverhill
Court, Beachwood, Ohio 44122, 216-
464-5678.

APRIL 1-3. Property/Casualty Finan-
cial Analysis seminar in Philadelphia,
sponsored by the Fells Road
Group/Michael Conn
$1.250. Also May 6-8. Fells Road
Group Inc., 271 Route 46 West, Build-
ing D, Suite 207, Fairfield, N.J., 07004;
973-227-5955.

Associates;

APRIL 2. Insuring the Crime Expo-
sure: Commercial Crime Bonds, Fraud
Risk Management and the Ethical Cul-
ture workshop in Fort Lauderdale,
Fla., sponsored by the CPCU Society;
$89 for society members, $99 for non-
members. Bonnie Kinsley, CPCU Soci-
ety, 720 Providence Road, P.O. Box
3009, Malvern, Pa. 19355-0709, 800-
932-2728.

APRIL 2-3. Integrated Environmental
Risk Management: Strategies and Tac-
tics for Decision Making seminar in
Exton, Pa., sponsored by The Center
for Environmental Risk Management
and Wharton School of Business Risk
Management and Decision Processes
Center; $695. Sarah German or David
Bennink, 520 Eagleview Blvd., P.O.

Box 636, Exton, Pa. 19341-0636.; 800-
32;-1414.

APRIL 2-3. Marine Seminar in San
Francisco, sponsored by The Board of
Marine Underwriters of San Francis-
co; $ 185 for pre-registered attendees.

The Board of Marine Underwriters of

San Francisco, 233 Sansome St-, San

Francisco, Calif. 94104; 415-981-0350
or 650-728-2544.

APRIL- 2-3. The Technology for the
Defense Summit in Chicago, sponsored
by the Federation of Insurance & Cor-
porate Counsel; $195. Lewis F. Collins
Jr., Program Chair, Technology for the
Defense Summit, P.O. Box 3979, Sara-
sota, Fla. 34230; 941-366-4680.

APRIL 3. The CGL Policy: Important
Changes workshop in Chantilly, Va.,
sponsored by the CPCU Society; $99
for members, $109 for non-members.
Also on April 7 in Greenville, S.C.
Bonnie Kinsley, CPCU Society, 720
Providence Road, PO. Box 3009,
Malvern, Pa. 19355-0709; 800-932-
2728.

APRIL 5-7. The American Assn. of In-
surance Services Annual Conference in
Del Mar, Calif., sponsored by AAIS;
$400 for conference, $200 for spouse.
Joe Harrington, AAIS, 1035 S. York
Road, Bensenville, lll., 60106-3497;
800-564-AAIS.

APRIL 5-8. Claims Conference in
Chicago, sponsored by the Chartered
Property Casualty Underwriters Soci-
ety and the American Institute for
CPCU; $475 for members, $500 for
non-members. CPCU Society, 720
Providence Road, P.O. Box 3009,
Malvern, Pa. 19355-0709. Claims Con-
ference Hot line: 847-330-8664.

APRIL 5-8. HIt Evolution: Transform-
ing the Nature of Work conference in
New York, sponsored by the American
Management Assn.; $1,245 for mem-
bers, $1,370 for non-members. AMA,

Attn: Registrar, P.O. Box 169, Saranac
Lake, N.Y. 12983-9988; 800-262-9699.

APRIL 6. Environmental Insurance In-
formation Exchange seminar in Pitts-
burgh, sponsored by ECS Underwrit-
ing; no charge. Also April 7 in Cleve-
land, April 8 in Cincinnati, May 4 in
Phoenix and May 5 in Denver. ECS
Underwriting, 520 Eagleview Blvd.,
P.O. Box 636, Exton, Pa. 19341-0636.
800-ECS-1414.

APRIL 6-7. "Property & Casualty
Pricing and Rate Making in Plain En-
glish" seminar in Chicago, sponsored
by Dorman Consulting Associates;
$895. Also May 11-12 in Boston. Dor-
man Consulting Associates, 1 Haver-
hill Court, Beachwood, Ohio, 44122,
216-464-5678.

APRIL 6-10. Guidelines for Laborato-
ry Design: Health and Safety Consid-
erations course in Boston, sponsored
by the Harvard School of Public
Health Center for Continuing Profes-
sional Education; $1,495. Harvard
School of Public Health Center for
Continuing Professional Education,
677 Huntington Ave., LL-23, Boston,

Mass. 02115-6096; 617-432-1171.

APRIL 13. Rethinking Insurance Reg-
ulation 1998: Restoring Private Mar-
kets in Public Policy conference in
Washington, sponsored by the Com-
petitive Enterprise Institute; $75. Mar-
garet Ard, CEI, Suite 1250, 1001 Con-
necticut Ave. NW, Washington, D.C.
20036-5504; 202-331-1010.

APRIL 14. Employment Practices Lia-
bility: Risk Management and Coverage
Aspects workshop, in Fort Wayne,
Ind., sponsored by the CPCU Society.
$85 for members, $95 for non-mem-
bers. Bonnie Kinsley, CPCU Society,
720 Providence Road, P.O. Box 3009,
Malvern, Pa. 19355-0709; 800-932-
2728.

APRIL 14-15. Purchasing Health Care
to Fit Expectations conference in
Rosemont, lll., sponsored by Midwest
Business Group on Health; $575 for
members and $735 for non-members.
T.M. Enterprises, P.O. Box 9064, Rock-
ford, Ill., 61126-9064; 815-332-7084

APRIL 14-16. Fundamentals of Pur-
chasing Reinsurance seminar in Irving,
Texas, sponsored by The Reinsurance
Management Institute; $675. Bruce
Evans, University of Dallas, Reinsur-
ance Management Institute, Irving,
Texas 75062-4736; 972-721-5360 or
800-721-5235.

APRIL 15. An Interpretation of Bro-
kers Fees and When to Charge Them
and Managing Trust Accounts semi-
nars in Burbank, Calif., sponsored by
the Professional Insurance Agents of
California and Nevada and the Cali-
fornia Department of Insurance; $30
for members and $40 for non-mem-
bers. PIA of CA/NV, Attn: Meetings
Department, 1315 | St., Suite 200,

Sacramento, Calif. 95814; 800-553-
4221.

APRIL 26-MAY 1. 36th RIMS Annual
Conference and Exhibition in San
Diego, sponsored by the Risk & Insur-
ance Management Society Inc.; $895
for RIMS members, $ 1,095 for non-
members. RIMS Customer Service, 655
Third Ave., New York, N.Y. 10017-
5637,212-286-9292.

The Datebook is compiled from no-
tices sent to Business Insurance. No-
tices should be sent at least eighr
weeks in advance to Datebook, Busi-
ness Insurance, 740 N. Rush St., Chica-
go, lll. 60611-2590. Please include the
cost, if any, to attend the meeting and
information on registration for inter-
ested readers. Business Insurance re-
serves the right to select meetings Of
most interest to its readers and cannot
guarantee that notices will be printed.
Datebook listings also are available on.
the World Wide Web at www.busi-

nessinsurance.com.

66Be sure that you return it."

If you're racing through this issue of Business Insurance pecause you
"borrowed" it from a colleague, you should have your own subscrip-
tion. Then you:11 be first on the list. You can take as much time as you
like with all of Business Insurance's exclusive worldwide news of loss

prevention, risk financing and benefit management every week.

To subscribe, use the card in this issue
or Call 1 (888) 446-1422 Toll-Free.

Ask about our
special 20%-off

group subscription
rate for five or more

subscriptions. A
great way to save
money. And avoid
pass-along problems.

Subscription Rates in US. Dollars

for 1 year, 52 Issues.

USA $87
Canada/Mexico $105*
All other countries

$205

by expedited air.

* Price includes Canadian GST.

Subscription Dept.
965 E. Jefferson

Detroit, Ml 48207

Outside the USA
Call (313) 446-0450



Global Briefs

J&H Marsh & MelLennan Inc. has ac-
quired a minority stake in Kessler & Co., a
Zurich, Switzerland-based broker that was
previously the Swiss member of the UNI-

SON broker network. Kessler will assume

J&H Marsh & McLennan's existing opera-
tions in Switzerland and will serve as a cor-

respondent broker for J&H Marsh &
MeLennan....New U.K. insurer General
Star International Indemnity Ltd. has
joined the London International Insurance
& Reinsurance Market Assn. London-based
General Star, a subsidiary of U.S. surplus
lines insurer General Star Indemnity Co. of
Stamford, Conn., received authorization
Jan. 23 from the U.K. Department of Trade
and Indust:ry. Chris Burbidge, managing di-
rector of General Star International, said the
new company will write specialty lines and
unusual risks... .Gerling-Konzern Allge-
meine Versicherungs A.G. of Cologne, Ger-
many, has been licensed by the Japan Min-
istry of Finance to write non-life insurance
in Japan. Gerling is the 32nd foreign non-
life insurer licensed in Japan.. .Insured
natural catastrophe losses in 1997 fell about
50%, to $4.5 billion worldwide, even though
1997 was the warmest year in 130 years, a
report by Munich Reinsurance Co. says.
While the number of catastrophes has var-
ied little annually since 1992, most of the
538 catastrophes occurred in areas of low
insurance density. Flooding was the largest
cause of cat losses in 1997, particularly in
Eastern Europe, where floods caused about
$800 miillion in insured losses... .Zurich In-
surance Co. of Zurich, Switzerland, has
reached an agreement in principle to sellits
non-life business in Greece to Assicurazioni
Generali S.pA. of Trieste, Italy. The sale is
subject to approval by Greek authorities. No
details on the sale price are being dis-
closed... .Imperial Chemical Industries
P.L.C. of London has received a record
£300,000 ($501,540) fine for environmental
pollution. The fine is the largest prosecution
by the U.K. government's Environment
Agency since it was established in 1996. ICI
pleaded guilty to contaminating groundwa-
ter with chloroform at its site in Runcorn,
Cheshire.- ..Japanese insurer Mitsui Marine
& Fire Insurance Co. Ltd. has decided
against injecting funds into failed broker
Sanyo Securities Co. Ltd. to create a new se-
curities broker. Mitsui had considered
putting capital into Sanyo earlier this
month, which would have been the first
move by a non-life insurer into the Japanese
securities market.... Ann Godbehere has
been appointed divisional chief financial of-
ficer of London-based Swiss Re Life &
Health, a specialist global division of Swiss
Reinsurance Co. of Zurich, Switzerland. She
will be responsible for global financial man-
agement, including business planning, fi-

nancial control and risk

manage-
ment....Swiss insurer Winterthur Group
has announced a 31% increase in opera-
tional net profits in 1997 to 664 million

Swiss francs ($457 million). Gross premiums
rose to 26.75 billion Swiss francs from 25.95

billion Swiss francs in 1996. When convert-
ed into dollars, prerniums fell to $17.87 bil-
lion last year from $19.27 billion. Win-
terthur plans to create a new individual and
group life division April 1... .Overseas in-
surance companies in Shanghai, China's
largest economic center, reported combined
premiums of 616 million yuan ($74 million)
in 1997, up 23.2% from 1996, according to
figures from the People's Bank of China....
A U.K. budget proposal to restrict value-
added tax grouping for business could raise
costs for U.K. holding companies. Under
VAT grouping, corporations owned by a
holding company are treated as a single en-
tity for tax purposes. U.K. Chancellor of the
Exchequer Gordon Brown announced a
possible restriction on VAT grouping to
raise additional tax revenue. A consultation
paper soon will be published on the issue.
Arthur Andersen said VAT grouping is com-
mon particularly among U.K. insurers and

restrictions will increase costs and the bur-

den of dealing with VAT.

INTERNATIONAL

Marine insurers told to offer more
Executives say shipowners may consider more sophisticated options

By EDWIN UNSWORTH

LONDON--Shipowners will find other ways
to finance risk if marine insurers do not offer
more services and increase their professionalism,
executives say.

Hull underwriting needs to be completely
overhauled, especially to get away from the com-
modity approach, said Oddvar Kvan, senior vp
of Storebrand Skadeforsikring A/S of Oslo, Nor-
way.

Speaking at the Marine Insurance 1998 con-
ference in London organized by IBC UK Confer-
ences Ltd., Mr. Kvan said, "l perceive a very lim-
ited future for the traditional subscription mar-
ket where each underwriter has only a relatively

minor stake in his client's insurance venture and
therefore can invest little time and expense in
each account.”

Unless hull underwriters can provide a "val-
ue-added service," such as expert claims assis-
tance and advice on loss prevention and control,
shipowners willlook to other ways of reducing
their risks. These might be a greater degree of
mutualization or use of financial products, he
warned.

Mr. Kvan said the protection and indemnity
clubs, which provide liability coverage to mem-
bers, easily could expand into hull insurance,
much as the oil and gas companies did in form-
ing a mutual to insure their catastréphe risks.

Mr. Kvan said hull underwriters need to intro-
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duce three vital tools:

familiar will all technical and operational as-
pects of ship operations

» The systematic use of risk statistics drawn
from extensive database information, without
which the underwriter is operating "blindfold-

» The extensive use of price differentiation to
achieve more correct pricing and to avoid the
cross-subsidy of low-quality risks

Peter Ahlas, chief executive of the marine, car-
go and aviation division of brokers HSBC Gibbs,
expressed similar sentiments. "There are still too
many underwriters who think it is a waste of

See Marine on page 23

Lloyd's syndicate 657 facing big losses

By SARAH GODDARD

LONDON-While Lloyd's of London last
week-as expected-announced profits top-
ping£1 billion ($1.68) forthe 1995 year of ac-
count, Archer Managing Agents Ltd. warned
that syndicate 657 faces a loss of up to 98.9%
of its 1994 capacity.

Although the 1994 underwriting year nor-
mally would be closed and reported in 1997
under Lloyd's three-year accounting system,
syndicate 657 remains open because its man-
agers have not been able to estimate its liabili-
ties.

Syndicate 657 wrote mainly U.K. liability
business, particularly employers liability and
professional indemnity coverage. The syndi-

cate, which stopped writing new business in
1996, has been the subject of several warnings
over results in the annual accounts of Lloyd's
corporate investors.

A statement Archer issued late last week
said the 1994 year of account is showing losses
between 57.9% and 98.9% of its capacity. Ac-
cording to Limelight, a directory of syndicate
results published by The Sedgwick Informa-
tion Exchange Ltd., syndicate 657 had £43 mil-
lion of capacity ($63.6 million) for 1994.

The results projection made at year-end
1997 by actuaries Bacon & Woodrow London
Market Services is an improvement on figures
supplied at the end of 1996, when the projec-

tion for 657's 1994 underwriting loss fell be-
tween 48% and 115%.

Archer made a cash call of 24% at the end of
1996, but it is not looking to make another for
the 1994 year.

The 1995 year of account, which remains
open, is showing a similar, though not so dras-
tic, pattern of results. The losses fall in the
range of 12.3% to 51.2%. These figures repre-
sent a deterioration of about 12% over projec-
tions made in fourth-quarter 1997, partly be-
cause of notification of new professional in-
demnity claims, according to the statement.
Syndicate 657 had £42 million ($65.7 million)
of capacity in that year, according to Lime-
light.

The 1996 year of account showed a deterio-
ration of 20% in the last quarter of 1997, and

See Lloyd's on nezt page

Forbes Group Ltd.

changes

JOHANNESBURG, South
Africa-Forbes Group Ltd. is
restructuring to compete with
the major U.S.- and U.K.-
based brokers to offer its ser-
vices and compete for busi-
ness on a worldwide basis.

The group announced this
month that it is integrating
its risk management consult-
ing, property/casualty insur-
ance brokering and reinsur-
ance brokering businesses
under one umbrella. Johan-
nesburg, South Africa-based
Forbes acquired London-
based Nelson Hurst P.L.C. in
August.

The new company, Nelson
Hurst Ltd., will be able to of-
fer its services on six conti-
nents and in more than 30
countries, according to John

Percy-Davis, London-based
chairman and chief executive

officer of Nelson Hurst. It will
operate internationally under
the name of Nelson Hurst
Ltd., as Sedgwick Group
P.L.C. has rights to the Price
Forbes name outside South
Africa. However, the Price
Forbes name will continue to
be used in South Africa.

Using the worldwide expe-
rience of Nelson Hurst and
the state-of-the-art risk man-
agement and alternative risk
financing skills built up by
Forbes in South Africa, the
new business will be able to
compete with the major bro-
kers in offering clients a com-
prehensive range of services,
said Mr. Percy-Davis.

"We are not seeking to copy
the style of the largest players

in the marketplace," said Jo-

structure

hannesburg-based Forbes
Chairman Paul Heinamann.
"Quite the contrary, in fact.
We firmly believe our man-
ageable size, combined with
an international reach, will
facilitate the speed of re-
sponse to our clients which
other brokers will find hard
to match.”

It is "clear to us that alter-
Nnatives are needed to the
megabrokers which have
emerged in the past few
years. We are hearing it from
clients, insurance carriers
and professionals in the in-
dustry,"” Mr. Heinamann said.

Forbes' extensive employee

benefits operations will con-
tinue to be based in South
Africa.

Forbes, including Nelson
Hurst, employs 4,000 and has
offices in 25 countries, princi-
pally in Europe, Southeast
Asia, Latin America, South

Africa and sub-equatorial
Africa.

Forbes' interim results for
the six months that ended
Sept. 30, including two
months contribution from
Nelson Hurst, show revenues
up to 457 million rand ($98
million), compared with 307
million rand ($67.7 million)
for the six months to Sept. 30,
1996. Employee benefits con-
sulting contributed 191 mil-
lion rand ($41 million), short-
term brokering and risk man-
agement contributed 253 mil-
lion rand ($54.2 million), and
reinsurance brokering pro-
vided 13 million rand ($2.8
million).

-By Carolyn Aldred

Power company
generates relief

By YVETTE HIGGINS

AUCKLAND, New Zealand-Power company Mercury Energy Ltd. is
offering a compensation package to businesses and residents affected by
an ongoing power failure in central Auckland, New Zealand.

Auckland-based Mercury Energ last week offered customers a choice
of six months' free electricity or up to $10,000 New Zealand ($5,596) for
losses as a result of the outage. The utility also agreed to pay the costs of
running generators, which many large businesses have done since the out-
age began Feb. 20 (BIl, March 2), until power is restored.

Although electricity has been partially restored in Auckland's central
business district, full power is not expected to be available for four to 12
weeks, according to Mercury Energy.

Meanwhile,losses for businesses in the area continue to mount.

Mercury Energy Chairman Jim Macaulay said in a statement that cus-
tomers suffering losses greater than the utility's offer should seek cover-
age from their insurers. The compensation offer is contingent upon cus-
tomers agreeing not to sue the utility for further compensation.

A spokeswoman for the Insurance Council of New Zealand warned
that policyholders should consult their insurers before accepting Mercury
Energy's offer, as acceptance could reduce possible insurance payouts.

See Outage on page 23

AP PHOTO

Emergency cables have been installed to help supply power to cen-
tral Auckland, New Zealand, where powerhasbeen out since Feb. 20.
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L I d v trust that had a £7 E milhon ($116 said that members of the syndicate bilhon), before members agents' fees showing a 59% profit on its £40 mil-
Oy S million) line on the syndicate for all were reassured that the actuarial and profit commissions In addition, hon capacity ($62 6 million)

) three years of account But, 657's ef- range for the losses has been tighten- about £149 milton ($250 2 milhon) But Lloyd's Chairman Max Taylor
Continued from premous page feet on NLC's results wiR be diluted, mg But he criticized members agents win bereleased from reserves toboost warned that the overall 1995 results
Bacon& Woodrow |sest|matlré%aloss_ since the trust's capacity rose from whohadnottoldnamesof thesyndi- the profit to £1 16 bilhon ($1 94 bil- are the best the market willl see for
range of 19 7% to 65 6% vs £38 7 mil- £105 milton §$155 4 milhon) m 1994 cate's losses Archerhasbeen"putting hon), £61 milhon ($1043 milhon) some time to come "Since the 1995
hon of capacity ($60 1 milhon) Un- to £123 milhon ($ 192 5 milhon) the out a great deal of mformation" to higher than 1994's record profits ear, conditions have deter=ated
derwriter David Lowe, who Joined foIIowil?Tg Xear, and £138 mill*)n keep names informed, he said "The Figures from Syndicate Underwnt- considerably," he said m a statement
synchcate 657 in 1993, left Archer in ($214 3 niTilhon) m 1993 really good news is that there wlll be ing Research Ltd show the marine "While wecan seeprofits for the 1996
1996 when the ssyndicate stopped Stephen Wenman, chairman and nocash call for thettmebeing"on any sector to have been the most prof- and 1997 years, rating conditions have
wnting new busness chief executive of Archer Group of thesyndicate's open years, he said 1table, posting anaverage 215%prof- continued todecime ltisfar too early

Particularly affected by 657's per- Holdings PLC and executive direc- In the meantime, Lloyd's centrall
formance is New London Capital tor of Chartwell Re Corp, which has issued unaudited results for 1995, Ltd's syndicate 190 tookthe overall m all likelihoo
PLC, a corporate Lloyd's investment bought the agency in November 1996, showing a £1 01 bilhon profit ($1 69 top spot in terms of profitability, cult year"

it Liberty Syndicate Management to make an prcc?'e.ction for 1998, but,
, itwdlbea very dim-

The Professional Marketplace

RATES AND CLOSING TIME:

Rates. Display class*ed is $171 00 per column mch, minimum ofone inch Straight classifted Closing: Pubhshed every Monday Copy must be in typewritten form by 5 00 Tuesday, 6 days
is $15.50 per line, minimum of 5 lines Count 34 characte:s per ime (include each space and preceding publishing date No verbal phone copy accepted Most major credit cards accepted
punctuation as a character) Additional ?25 00 charge for all blind box ads, Only those responses Mail ads to, Cheryl Adeszko, Classified Advertising, 740 N Rush St , Chicago, IL 60611

which fit into a business size envelope will be fonvarded Responses are forwarded daily For more information cali 312-649-5340, FAX 312-649-7937, or e-mail cadeszko@crain com

HELP WANTED HELP WANTED HELP WANTED REQUEST FOR PROPOSALS LEGAL NOTICE LEGAL NOTICE

RISK MANAGER

ASSOCIATE UNDERWRITER

$6,140 - $8,105/mo. DIRECTOR
Managing General Agent of national

, RISK FINANCE & INSURANCE
The Santa Clara Valley Transportation Au- durable goods program for a top 20 P&C
thority is recruiting for Risk Manager This U S WEST, a leader in the telecommunica- insurer seeks an underwriter experienced
critical position will be reSf)onsibIe over tionsindustry, hasanimmediate openingin In underwriting the durable goods indus
functions of Insurance. claims liability, Denver, Colorado, for a professional who try, manufacturing or wholesaling 2-5
workers compensation and other leaves, willbe responsible forthestrategic planmjbg years experience desirable CPCU helpful

disability accommodation, and environ- anddirecting ofallriskfinancing activites Send resume to American Wholesalers Un-
oration derwriting, Ltd, 1100 High Ridge Road,

The successful candidate will have the best Ste, 203, Stamford, CT 06905 or fax to

combination of the following skills and (208) 322-9776

mental health and safety programs and for the cor|
will act as VTA's risk management expert

and advisor to senior management Must
have substantial and increasingly respon-

able experience performing risk manage- qualifications, which are reflective of ,in

ment, insurance and/or claims liability ideal candidate Undergraduate degree in
management for public or private sector business or related Risk Management field
organization Excellent working condi. and 10-12 years expenence or a graduate
tions and extensive benefit package degree (Finance or MBA) with 8 to 10 years
erpenence Professional certificatiois CNA, a premier, financially stable
strongly preferred (ARM, CPU) Excellett leader in the insurance industry,
mterpersonal managerial, organization:1, has built a reputation for profes-
computer, and presentation skills sionalism, integrity & innovation
U S WEST is an equal opportumty/affirma- through 100 years of quality
tive action employer Any offer ofemplog- service We currently seek a
ment is conditional upon satisfacto-y seasoned professional fo act as
completionof pre-emf)lo mentbackgrourd Underwriting V P in our North-
venfication and drug tesfing To be consid- eastern Regional Office in New
ered, resumes must include salarg Jequirr- York City

ments and be received by April 1, 19
Please send or fax resumes to

HELP WANTED

For an application and a job bulletin call
(408) 321 - 5575 or write to
Santa Clara Valley
Transportation Authority
Personnel Department
3331 North 1st St , Bldg B
San Jose, CA 95134-1906
EOE/AA

V.R - UNDERWRITING

USWEST

The City of New York Management Bene-

fit Fund is soliating competitive proposals

from qualified vendors to insure and/or
adrrmister Group Basic Life and Acciden- Registered Office: 130 Minories, London, EC3N 1NT

tai Death & Dismemberment, Group Long Phone: 0171 680 0620 Fax: 0171 680 0630

Tern Disability, and Superimposed Major

Medical Insurance Programs In addition CLAIM SUBMISSION DEADLINE 30TH APRIL 1998

to submitting a separate proposal for NOTICE IS HEREBY GIVEN, that creditors of the above named company, are

each program camers may submit a pro- required, under the terms of the Scheme of Arrangement, to file proof of claims

posal on a combined basis The Request before the claims submission deadline of the 30th Apnl 1998

for Proposals (RFP) is available beginning All known creditors have been provided with the required claims forms, however,

April 10,1998 Proposals are due b¥ Mayf if you believe you may be a creditor of the above named company and have not

29, 1998 To receive a copgl ofthe RFPor I réceived a claim form; please contact the company at the above address.

you have any questions, please contact . .

Lou Porpora at (212) 306 - 7306 All completed claims forms must l_)e received by theAcompany, at the_above
address, no later than the 30th April 1998. Proof of claim forms not received by
that date will not ordinarily be entitled to rank for any distribution that becomes

payable under the Scheme of Arrangement

PINE TOP INSURANCE COMPANY LIMITED
(IN A SCHEME OF ARRANGEMENT)

LEGAL NOTICE

FOR SALE

IN THE HIGH COURT OF JUSTICE
NO. 005081 OF 1997
CHANCERY DIVISION

Business
insuronce

WebDomain Name Sale
$5,000.00 EACH

insureus.net

IN THE MATTER OF
FREMONT INSURANCE
COMPANY (UK) LIMITED
and
IN THE MAIIER OF SECTION 425
OF THE COMPANIES ACT 1985

Circulation Bmakdown
Commercial Consumers

Administrative:

UNDERWRITING
MANAGER

We me on established undemimng manager and

dmms admmistamr loroted m picluresque Santo Ynez

Valley, CA (30 mm nor* of Santo Barbam) We un
dervnte on b,holl of a malor k (1)0 *dsm=e
group looking to expand its West (oostopemhon For
ant company is a pubk lompony

Seeking condidote to |,0d undemnng opmtiom Put
opal lines of busmess ate contloctots and products lio-
bihly wntten on o Sumlus bnes bags Nfo undetwrite

ot ngeas sl rs s gnaghalre wekndss inaonal usiness Develonmentof e delere 1 e R oo LOS ANGELES COUNTY reeted depellnft pemome

Maine coverage The |0n®Nyb5 currénlly adding

Propefly, Multweni und Enwmnmenwl busines Ima

Right candidate should hove minimum 15 ps exper, Immediate openings for two seasonel

ence to include 35 years specific to (molly Surplus
Imes Possess excellentrelohonships with Su,plus lines
whdeglets Fostion of Re Ftes,dwtof Undemnkng

Exidlent benehts, compensollon, stock *ons, Bmfes liabillu Possess excellent relationship witi expel
sional support offeted Oppommity for dvantement Str

bosed on msults
Moil or |mt resume to

West(ap insurance Services
Human Resounes (UM)

2029 Village [nne
501.% CA 93461
Fax (805) 686 1923

Nofhen#VM,00

Reference RFI/JMM The selected candidate will be ac-

7800 East Orchard Road, Suite 240
Littleton, CO 80127

FAX (303) 793 - 6309

countable for managing/directing m London, the Scheme of Arrangement
the Underwriting actmties of the ("the Scheme") between Fremont Insur-
Risk Management Regional office ance Company (UK) Limited ("the Compa-
You will be responsible for the de- ny") and its Scheme Creditors (as defined
, velopment and achievement of In the Scheme) was approved by the reg-
unit objectives and goals In order uisite majority of Scheme Creditors
to increase market share in the  On 4 March 1998, the High Court of Jus-
terntory and to service national tice of England and Wales ("the Court")

We are an established underwriting accounts You will utilize your sancioned the Scheme In t'?e forrrc; :’p-
itors and dis-

manager and claims adminstaloriogalel excelent communicafion sls 10 mised the windig Up pefion

In picturesque santa Ynez valley, maintain favorable clien contaci On 10 March 1998 - £ th

min north of Santa Barbara) We under- and for management of existing CIS““ Oretor sanaioni the Seb wag
- 08l

SENIOR CASUALTY
UNDERWRITERS

plans to mon evalua e
results and developing alternative Scheme 4 therefore 10 March 1998
strategies to achieve profit object- An Crder for permanent injunction relief
underwriters with a minimum of 10 yrs weswillbe a key function Position under Section 304 of the US Federal
general casualty experience to mclude requires some travel and that you Bankruptcy Code prowding for recogrl-
minimum 3-5 yrs specific to Surplus manage a staff of 10-12 Under- tion of the terms of the Scheme m the
Lines Familiar with contractor and product writers To qualify, you will need ~ United States of America, was made on 11

i iti gise n |arge account February 1998 in the United States
production and Underwriting,
in-depth understanding of all
aspects of Risk Management bust-

oast operation

public company

arent company is'a

lus Lines wholesalers
Excellent benefits, compensation, stoci
options, professional support offerec

California

Philip John Singer and Christopher John

Opportunity for advancement based o i R . H es, partners in the PUnited Kingdom
rosuts ness, Loss Contrl, Claims. and firm of Coopers & LyBran are‘f(he,fomt Al
Mall or fax resume to administrative support A mini- Scheme Administrators responsible for im- befor

Westcap Insurance Services mum of 10 years Underwriting plementing the Scheme

Human Resources (SCU)
2029 Village Lane, Solvang, CA 93463
Fax (805) 686 - 1923
No Phone Calls Please

managerial experience is also tracts of reinsurance (or otherwise) should

analytical, decision-making, organ- Istrators at the following address
|zational, sales/negotiation, and Fremont Insurance Company (UK) Limited

insureyou.net
insureall.net

call 203.961.0100
fax 203.961.0102

REQUEST FOR PROPOSALS

METROPOLITAN
TRANSPORTATION
AIUTHORITY (MTA)

The Los Angeles County Metropolitan
Transportation Authority (MTA) will
receive proposals for RFP No PS 5310
0329 for Public Liability / Property

Bankruptcy Court in the Central District of Damage Third Party Claims Administrator Assoctabons

At a meeting held on 15 December 1997 msureme.net CEQ's, Presidents, and Owners, 2,710
msureusa.net Vice Presidents, Geneml Managers and
OtherAdminstmbve Personnel 5,122

Rnancial:

Chief Rnancial Officzfs and Vice Presidents
of finance 5,429
Secretanes, Tmasurem, controllers and

Other Financial Pelsonnel 4,145

Risk/Employee Benefits:

Vice Ptes,dents, DireTorT Managiets, and omer
Or msuiance, s

employee benets, personnel, compensation,

Whsion, safeM secun,Industnal relations,

human resoumes and employeel

per specifications on file at the LACMTA Government, Unions and

Office of Matenal, One Gateway Plaza, Educabonal insillubons

12th Floor, Los Angeles, CA 90012

grzogr%sgls must be received on or COmmerCia| COnSUmerS

pril 27, 1998 at the a(?dress

listed above, sent to the attention of

experience coupled with stron9 Claims against the ComPany under con-  Tommye Williams Proposals received inSUmne Agents and Brokers
later than the above date and time will insurance Compantes
required as well as excellent be submitted to the Joint Scheme Admin- be rejected and returned to the proposer

unopened A Pre-Proposal conference will
be held on March 25,1998 at 10 am inthe

labor relations 14,748
Sub-total 32,154
286
1,019
Sub-total 33,459
8,083
6,933

Accounbnts, Aduanes,
Attorneys & Cons,knts 2,705

oral/written communication skills do Coopers & Lybrand Insurance services

Impenal Conference Room on the 12th Adlusters, Appraisem, TPA's, Captive Managers

A In return for your expertise, we
offer excellent compensation and

Amalgamated Life, Amenca's Labor /nsurance Company,

seeks an expenenced sales person to grow its business.

Products include group life & disability, TPA, utilization
management & demand management products Knowledge
of sales techniques, sourcing & presentation skills need-
ed Located in either NYC or Salem, N H with travel
between both regions and some national travel Candidate
should be independent & self-directed

Amalgamated Life offers a competitive salary with commission
& full benefits Fax resume with salary requirements to

Sales Recruiter (212) 780-4104
Amal amated Life

consideration, please forward
your resume to CNA, Attn Risk
Management - Human Resources,
180 Maiden Lane, 14th Floor, New
York, NY 10038 FAX. (212) 440-

ytmployeir M/F/D/Vimmittued-

to a diverse work culture

For AN #im CommImeals You 8!ake

benefits, including 401 gk) For United Kingdom

Floor located at the address above

Coopers & Lybrand House & Health Care Prowders 1,578
3 St Philips Central ‘You may obtain a copy of the RFP, or Othets Alhed to me Field 19

Bristol, 852 OXJ furthermformation. by contacting
Ms Tommye Williams at Total Qualified 53,515

i (213) 922-1051 or FAX (213) 9224005

Dated this 10th day of March 1998 Non-quallfie(VPald Subscnpton 14
Single Copy Sales 27
TOTAL CIRCULATION 53,556

* Soume Bus/nesyO=upabonal
breakdown of qualmedarculabon,
November 24,1997 Issue, as
submmed to BPA for December 1997
BPA Pubbhefs Statement

-WeireinthiW eb
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Outage

Continued*om page 21

Coverage for losses from the outage
would depend on policy wordings,
she noted.

Last month, the New Zealand gov-
ernment announced it would hold an
inquiry to determine the cause of the
crisis. Insurers are conducting their
own investigation and say they will
need at least a month before they can
estimate insured losses from the out-
age.

Mercury Energy has agreed to give
Insurance Council investigators ac-
cess to the faulty cables. The council's
spokeswoman said it would take four
to six weeks from the time they start-
ed for independent engineers to com-
plete an investigation.

Patrick Strange, general manager
of Mercury Energy, said the compa-
ny is happy to allow the council ac-

Marine

Continued*om page 21

time looking for technical infor-
mation because the market will
decide the rate," he said.

Today's market "is as soft as an
overripe tomato" because for the
past five years there has been "too
much competition based on price
in the hull market, and not
enough on analytical underwrit-
ing," added Mr. Ahlas.

He said he detects at least the
beginning of a trend in which ma-
rine insurers are becoming aware

'There is nothing to
suggest at the moment
that hull rates are going
to firm up,’' says Peter
Ahlas of HSBC Gibbs.

of the advantages of a service-
driven market. While an insurer
may lose a certain amount of mar-
ket share when it charges more for
an extra service, it is unlikely to
lose entire blocks of business, Mr.
Ahlas said.

"An insurer which is dedicated
to providing a high level of service
can still keep a slice of business at
higher rat:es than its competitors
on the same slip if it gets the

cost/service ratio right,” he
added.

Both Mr. Kvan and Mr. Ahlas
were gloomy about the prospects
for any upturn in hull rates.

Mr. Kvan cited figures from the
Central Union of Marine Under-
writers in Norway showing that
hull rates are now 70% of their
1989 level.

Mr. Ahlas said "there is nothing
to suggest at the moment that hull
rates are going to firm up." Nor is
there any sign of an increase in
reinsurance rates.

He said the present underwrit-
ing cycle, unlike most others, has
no discernible upturn, "and it
seems likely that only a series of
big losses will serve to force rates
up across the board."

Contrary to policyholders' be-
Lief, these low rates are not good
news for customers, Mr. Ahlas
maintained. It takes a strong in-
surance market to force through
improvements in shipping safety
by driving out substandard oper-
ators and, eventually, substan-
dard underwriters, he said.

Commenting on the Interna-
tional Safety Management Code,
Mr. Kvan criticized the "gutless™”
attitude of some hull underwriters

cess to "failure sites" and said he was
sure the company had already noti-
fied the council.

"Determining the cause of the
problem will be a signjficant factor in
determining liability, which will then
enable insurers and brokers to look
at individual contracts and deter-
mine whether there is insurance cov-
er or not,” said the council's
spokeswoman. Some insurance poli-
cies that cover power failure have a
specific clause limiting coverage to a
specific cause.

"The insurance industry wants to
be in a position to pay valid claims as
quickly as possible, but it is not able
to do this until it has an independent
report on the cause of the crisis," the
spokeswoman said. Some insurers
may look at subrogation later, but
cannot determine whether they are at
risk until the cause of the crisis has
been determined, she added.

Mercury Energy estimates it will

who are still prepared to insure
shipowners and operators who do
not meet the July 1, 1998, compli-
ance deadline,

The ISM Code is proposed by
the International Maritime Orga-
nization, the shipping arm of the
United Nations. Whereas other
treaties already are in place to en-
sure that merchant ships them-
selves are safe, the ISM Code re-
quires owners and operators of
passenger ships, tankers, and bulk
and gas carriers up to 500 gross
tons to demonstrate that they
have safe management systems in
place.

Mr. Kvan said the P&I clubs
have taken "the only responsible
attitude” in making clear they
will not provide insurance cover-
age to members who do not com-
ply with the code.

In contrast, he criticized the In-
stitute of London Underwriters,
which represents the marine in-
surance companies operating in
the London market, for saying at
its annual meeting in February
that it was seeking a clear state-
ment on the ISM Code from the
International Union of Marine In-
surance. The ILU wants guidance
on whether they should make
compliance with the code-by
those seeking insurance-a condi-
tion of cover.

Marine insurers should stop
paying only lip service to marine
safety and follow the example of
the P&l clubs in making ISM code
compliance a condition of cover-
age, Mr. Kvan said. Iai
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be another four to 12 weeks before
power is fully restored to Auckland's
central business district. That section
of downtown Auckland lost 90% of
its power Feb. 20, when the city's
four main power cables failed (Bl,
March 2). Other parts of the city have
electricity.

The Auckland office of Melbourne,
Australia-based law firm Slater &
Gordon is preparing to sue Mercury
Energy for breach of contract and
negligence on behalf of an estimated
800 businesses and domestic users
who allege they were affected.

Mark Walter, an associate at Slater
& Gordon, said losses to Auckland
businesses and residents would total
"hundreds of millions of dollars."
Some potential plaintiffs were in-

sured but were considering legal ac-
tion because it had not been deter-

mined whether their policies would
respond, Mr. Walter said.
"Mercury Energy's response has

1-Uab/666) 1.66'U/UnCe, 1¥larCli ZO, 1336/ DJ

been to ignore the interests of the
claimants,”" he said.

Auckland Mayor Les Mills said the
inner city was operating on 95%
power from 301arge and hundreds of
small generators, two Mercury Ener-
gy cables and from the New Zealand
navy vessel Rotorua. Both the Auck-
land City Council and Mercury Ener-
gy have requested that residents and
businesses conserve energy.

Mr. Mills said Mercury Energy has
8,000 customers in the city center,
which includes major hotels, law of-
fices, banks, stock brokers, retail
stores, restaurants and residences.

Mercury Energy is developing a
system to handle customer claims
quickly and is talking with its insur-
er, which it would not name, accord-
ing to a statement from Mercury En-
ergy's board.

"We don't want to see our cus-
tomers subjected to an expensive,
drawn-out process, and we will de-

vise a system that is quick, simple
and fair," the statement said.

Mercury Energy still was battling
to restore full power and backup
power to the city after suEfering a set-
back March 5 when two repaired ca-
bles failed on testing.

Mercury Energy Chief Executive
Officer Wayne Gilbert said the com-
pany was installing new overhead
power cables along an unused rail
line. The cables are to be operating in
a month.

"The overhead link is no longer a
backup line; it's what's required to
bring full power back to the city,”
Mr. Gilbert said.

Mercury Energy in February had
created a $2 million New Zealand
($1.2 million) fund to help small busi-
nesses hurt by the outage, but the
fund received few claims.

Claims for the utility's latest com-
pensation offer must be received by
April 30, Mercury Energy said. 5!1

U.K. to reopen probe of wreck

LONDON-The British govern-
ment plans to reopen an investiga-
tion of the 1980 sinking of the bulk
carrier Derbyshire after a recent un-
derwater survey of the wreck ruled
out suspected design faults as a
cause of the disaster.

, A report from the survey, issued
earlier this month, concluded that
the sinking of the vessel-one of the
biggest British ships ever lost at sea,
at 169,000 tons dead weight and 965
feet from bow to stern-in a ty-
phoon 400 miles east of Japan could

r not be attributed to a single cause.

, The survey was jointly sponsored by
the European Commission and the
UK government.

One of the survey's key conclu-
sions was that the Derbyshire,

' which was carrying 157,000 metric
tons of iron ore, sank as a result of a

series of events initiated by flooding

caused by the failure of a hatch cov-
er in the bow. This allowed water to
flood the ship, increasing pressure
on other hatch covers, which also
also failed. The report says the ship
sank quickly, and the buildup of
water pressure "led to implosion/ex-
plosions.. .resulting in the ship's al-
most total disintegration.” The swift
sinking resulted the death of all 44
people on board.

The report said that while the evi-
dence showed some poor workman-
ship and questioned the crew's skill,
there was no evidence of structural
failure, as some safety experts had
suspected.

However, the recommendations
of the two loss assessors who
worked on the survey could have
far-reaching implications for ship-

owners.

The assessors called for ships to be

strengthened to survive rough seas
and for bulk carriers to have higher
bow sides to deflect high waves.

If the assessors' recommendations
are endorsed by the International
Maritime Organization, the ship-
ping arm of the United Nations, it
could lead to requirements that fu-
ture bulk carriers be built to new
specifications and that the 4,600
bulk vessels currently in use world-
wide under various flags be
retrofitted.

Calling for the inquiry to be re-
opened, Deputy Prime Minister
John Prescott said that while the
survey had shown how the Der-
byshire was lost, further investiga-
tions would aim to establish why.

He has given interested parties
three months to make submissions
on the scope of the inquiry.

-By Edwin Unsworth
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Re S u I tS ments mcluding profitability and come "generally sluggish” pnor-year reserves will become less 1998, and this is a fairly modest top

return on equity, he said Said Smith Barney's Mr Frank, "l and less viable as they kind of run line, with earnings growth coming

"The prunary story line seems to think overall, the fourth quarter re- the course there, and 11'S hard for from expense savings in the case of

Contmned frompage | be that virtually all of the important sults really showed you a few me to believe the weather will stay consolidation stories or capital
change in the pncing environment" areas worked in favor of the indus- thmgs One is that the ability to good forever So it's our belief that management activities "

But David MeDonald, senior vp try,"” added Mr Ward "Catastro- maintain or extend a given level of the compansons going forward "l think there are real questions,’

and chief underwriting officer at phes were down we had another earnings, particularly for commer- should get more difficult with, | he said, "whether companies ex-
Royal & Sunklhance USA in Char- phenomenal year in the stock mar- cial lines-oriented companies, is would say, a growing variance be- posed to the broader commodities
lotte, NC, beheves differently ket, and so capital gains and Invest- getting thin The data have shown tween better underwrtters and the part of the market are going to see
"Pricing of the insurance product, ment returns were excellent Really, full well that the industry's been run-of-the-mill companies their margins detenorate "

in my mind, is at a level equal or all the arrows were pointed in the mining prior year reserves pretty "l think what you'll see is maybe "l tend to beheve that 1998 w11 be

lower than it was in the early '805," right direction, and they added up heavily " an increasing number of blowups," a difficult year for commercial in-
Mr MeDonald said, and while it is to Just quite an excellent year for Last year will be a tough act to said Mr Lewis "In other words, m surance camers, and | think the re-
unlikely to occur this year, "at some the industry overall " follow, say observers, who point to the fourth quarter the major sur- cent consolidation activity-for ex-
pomt m tune we're gomg to have to "Fourth-quarter numbers were 1997's unusually good weather con- prise was TIG Holdings' operating ample, the pending mergers of St
pay the piper as an Industry " pretty good, and part of that was the ditions and the dechning level of re- results shortfall, and maybe you'll Paul and USF&G as well as EXEL
Other year-end results reported overall favorable weather,"” said serve redundancies see more of those individual prob- and Mid Ocean-is very indicative
by the 23 insurers m Brs survey in- Gloria VVogel, senior vp at Advest "The problem IS whethei in this lems develop " of the competitive state of the com-
cluded Inc m New York competitive market climate compa- This year, more clanty will mercial hnes marketplace,"” said Mr
* Pl emlum volume growth was a "There really weren't major activ- nies can continue to produce the emerge as to "who the winners are Zuckerberg (see story, page 1)
modest 5 5%, to $94 78 bilhon This liles of any land that really hurt the same level of profitability in 1988, and who the loseis are," said Bill "Consolidation activity iS often a
compares to a 6% increase for the fourth quarter, and other than, | and | think it's going to be harder to Stanway, president of Hartford defensive response to difficult oper-
first three quarters of 1997 and a guess, TIG (Holdings Inc ), there get there,” said Ms VVogel Commercial, the commercial insui - ating conditions,"” he said
9 9% increase in 1996 (BIl, Nov 24, weren't any real shock reserve Mike Smith, an analyst with Bear, ance arm of The Hartford Financial "Disciplined underwriters like St
1997, March 24, 1997) strengthenings that went on,"” Ms Stearns & Co in New York, said Services Group Inc Paul have, to their credit, walked
* Investment income grew 17 1%, Vogel said "It's gomg to be very, very chfficult "What we're seeing is a market away from underpriced business,
to $16 89 bilhon, compared with a TIG announced last month a pre- to see how combined ratios improve where you're having to work harder while some less-disciplmed players
165% increase for the first three tax loss reserve charge of $ 145 mil- much from 1997, given the very be- and harder just to stand still on pre- have taken on longer-tall nsks, hop-

quarters of the year and an 11 7% hon at TIG Reinsurance Co in con- nign catastrophe experience Of mium volume,"” Mr Stanway said ing the loss experience doesn't come

increase in 1996 nection with a limited number of course, a lot of that has continued "l think we're seeing a very unfor- back to haunt them one day," said
« Helped by low catastrophe loss- large accounts (BIl, Feb 9) into the first quarter, but it's tough glving market " Mr Zuckerberg
es, underwriting losses improved Others, however, gave the quarter to say the gods are going to be that "You've really got to get your act The year will not be particularly
62%, to $2 41 bilhon This compares a more equivocal evaluation "Earn- kind to us two years in a row" together right across the board"” in bad, however, said Jay Cohen, an
to a 66 8% improvement for the first ings for commercial lines camers In addition, said Mr Smith, a cer- areas including price, service, com- analyst with Memll Lynch m New
three quarters of the year and a were somewhat mixed during tam amount of 1997's earnings lIn- mission rates and technology, he York "l guess the message is, yes,
57 4% worsemng m 1996 1997," said Kenneth Zuckerberg, an provement came from redundant said "That's the only way you can there will be pressure on margins,
« Insurers reported a 102 2% com- analyst with Moody's Investors Ser- reserves, "and you wonder how rely on being 10 there and rely on yes, that cushion of reserve releases
billed ratio for 1997 vs a 106% vice Inc 111 New York deep that well can be " getting business" w11 likely begin to wear thin, but |
combined ratio for 1996 They re- "While property results benefited Robert M Stemberg, chairman "We expect the commercial lines am not looking for the industry to
ported a 102% combmed ratio for somewhat from fewer insured and CEO of the Reliance Insurance to deteriorate for '98," said Jeanne have an awful year in 1998 "
the first three quarters of 1997 catastrophe losses, reported hability Group in New York, agreed In Dunleavy, a vp in Oldwick NJ- Mr Cohen said, "l think a low lev-

= Policyholder surplus grew results looked somewhat suspect terms of catastrophes, he said "Il based A M Best Co 's property/ca- el of inflation iS of benefit to these
29 3%, to $120 26 billion from due to declining-and in many cas- think that '97 was an anomaly and sualty division, which predicts a companies, so you can't just look at
$92 98 billion in 1996 It grew by es, Inadequate--rate levels m sever- probably won't be repeated Weath- 107% combined ratio for commer- the Insurance Industry and not see it
21 5% in the first three quarters of al business lines, and also deterlo- er, as we all know, has a way of cial lines, up from 103 7 % for 1997 as part of the overall economy "

the year rating loss expenence in others evening itself out " In addition, Mr This will be the result, in part, she "l don't see any reason now why

Results were generally good, some "The word that comes to mind is Steinberg said, "you would have to said, of more "normallzed" catas- the industry wouldn't perform as
observers say "It was an excellent lackluster,"” said Weston Hicks, an assume the reserve redundancies are trophe activity this year as well as well as it did in '97" this year, said
year on all fronts from a results analyst with Sanford Bernstein & disappearing” less-favorable loss development go- Royal's Mr McDonald "l don't see
point of view" said John Ward of Co in New York "We had very few "l certainly see that the competi- ing forward anything on the honzon other than
the Cincinnati-based Ward Fman- positive earnings surprises relative tive environment shows no signs of Sanford Bernstein's Mr Hicks a natural disaster that could have a
cial Group Companies had excel- to expectations” with indicators of easing,"” said Michael Lewis, an an- said, "l think, clearly, the same dy- negative impact, obviously assum-

lent growth in premiums and per- financial health such as cash flow, alyst with Warburg Dillon Read in namics that have been driving re- ing the stock market performs as it
formed even better on measure- premium growth and investment in- New York "The ability to release sults wlll continue to play out in has "

Major property/casualty insurers'’ 1997 results

Ranked by change In net income All amounts in thousands of dollars

Corporate Property/casualty operations
Percent Net Percent Pretax Percent Pretax Percent Percent

Net increase Consolidated Combined Combined' premiums increase underwriting increase investment increase Policyholder increase

Rank income (decline) revenues ratio ratio written (decrease) income (loss) (decline) income (decrease) surplus (decrease)

1997 1997 1996-1997 1997 1997 1996 1997 1996-1997 1997 19964997 1997 1996-1997 1997 1996-1997
1 Hartford Fin'l Services Group 1,322,000 1,445 5 13,305 103 6 105 O 7,158,000 3 8 (235.,000) 77 2 932,000 153 7,660,000 91 1
2 Royal & SunAlliance USAZ 257,000 655 9 1,885,900 104 O 123 9 1,435,700 (6 8) (46,700) 87 2 345,700 so 2,765,500 30 9
3 Reliance Ins. Co. and subs. 229,419 375 9 3,442,636 100 9 109 0 2,065,847 11 9O (31,722) 81 6 263,981 27 1,302,490 o7
4 Travelers P/C Corp. 1,236,400 2166 9,910,900 10233 11683 7,831,600 237 (343,400) 691 2,048,400 239 6,188,200 141
5 Argonaut Insurance Co. 57,402 1466 209,447 1176 303 1 123,360 (9 8) (23,462) 90 5 80,160 (28) 564,799 16 O
6 Chubb Corp. 769,500 501 6,664,000 96 9 98 3 5,448,000 14 1 117,000 286 1 711,200 10 1 2,532,000 (3 6)
7 The St. Paul Cos. Inc. 773,223 386 6,219,273 10552 10572 4,479,903 1 9 (180,067) 16 7 880,802 10 8 3,294,866 11 6
8 Berkshire Hathaway Group 952,600 351 5,634,000 90 3 94 4 4,852,300 18 2 461,400 100 O 872,900 22 6 37,200,00042 5
9 Old Republic International 298,122 29 4 1,962,870 o8 5 100 1 907.,5292 4 9 (4,818)2 73 9 197,8322 18 1,418,475 (o3~
10 Ohio Casualty Corp. 139,047 26 3 1,437,423 105 Y 109 9 1,207,581 (O 1) (49,640) 558 172,372 (3 9) 1,075,039 8 4
11 Hartford Steam Boiler 66,300 24 2 603,400 91 72 94 72 498,5002 9 7 39,8002 82 6 36,8002 14 O 550,800 88 4
12 Fremont General Corp. 97,826 215 728,192 93 0 o048 621,092 31 O 42,022 65 8 129,014 24 2 548,286 37 1
13 American International Group 3,332,335 15 0 30,602,300 o962 96 5 13,407,529 5 6 490,168 9 0 1,853,523 96 14,071,326 143
14 Sentry Insurance Cos.? 114,022 133 1,511,725 1064 1065 1,091,986 (11 4) (67.,859) 212 203,721 0.9 1,511,294 15 9
15 General Re/Cologne Re Group 967,700 8 3 8,246,600 100 6 100 5 5,326,100 (4 6) (31,800) (23 7) 1,183,000 55 6,308,900 18 4
16 CIGNA Corp. 1,052,000 5.0 20,038,000 99 8 101 6 3,330,000 (2 8) 9,000 117 O 365,000 (5 2) 1,880,000 (5 1)
17 CNA Financial Corp. 966,000 O1 17,070,000 109 0 108 6 10,280,000 (2 8) (990,000) 4 5 1,880,000 50 7,120,000 12 1
18 SAFECO Corp. 430,000 (2 1) 4,770,400 °87 98 3 2,828,200 22 3 36,200 (6.0) 327,000 16 1 3,160,500 45 9
19 USF&G Corp. 193,866 (25 7) 3,403,906 103 33 10565 2,452,025 (71) (98,793) 407 443,165 05 1,461,713 63
20 TIG Holdings 52,300 (33.7) 1,757,200 111.5 105 0 1,436,200 (6 0) (164,900) (155 7) 305,400 o3 1,013,000 39
- Kemper Insurance Cos. N/A N/A 4,403,522 10422 121 42 3,870,7612 82 (214,791)2 72 2 448,1442 26 2,373,983 23 8
- Nationwide Mutual Ins. Co. N/A N/A N/A 1048 1122 8,203,340 0 8 (430,136) 58 0 2,145,438 126.8 9,315,986 67 O
- Liberty Mutual ins. Co.2 N/A N/A N/A 1111 1123 5,920,920 15 1 (693,070) (8 6) 1,066,329 25 6,941,329 23 5
Cumulative 13,307,062 46.0 130,514,999 102.2 106.0 94,776,473 5.5 (2,410,568) 62.0 16,891,881 17.1 120,258,486 29.3
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Commentary

Asteroids’' impact
on insurance industry

A giant asteroid may be hul'tling through the umverse to-
ward our planet as you read this (don't worry, you have
time to fmish readmg)

The International Astronomical Umon earher this month
announced that a rmle-wide asteroid, designated 1997
XF11, could pass within 30,000 miles of the Earth at its
closest point in October 2028 The mean distance of the

moon from the Earth, by companson, is nearly 240,000
miles

"The chance of an actual collision is small, but one is not

entirely out of the question,” the IAU cautioned
The announcement whipped the media and Hollywood

publicists into a frenzy But, Just as fast as you can say does not comply There are some major fights going on among

Halley's Comet," the furor passe
That's because one day after the |IAU announcement
grabbed headlines, the National Aeronautical and Space
Adrmmstration rushed to assure the planet that, based on
its calculations, asteroid 1997 XF11 would pass no nearer
than 600,000 miles In other words we're safe For now
In spite of NASA's assurances, the umverse is a big place
and who knows what's in store for us from the next piece
of space debrls streaking through the cosmos? Anything
from an asteroid to a meteor to parts of the Mir space sta-
tion could come crashing through our at-
mosphere at any time
For the risk management industry-
which broadly runs the gamut from pro-
fessional nsk managers to underwriters,
brokers and other insurance service
providers-minimizing potential losses
from unknown nsks is a famillar process
One might be quick to assume that a huge
piece of metal stnking the Earth at a fan-
tastic rate of speed might be a bad thing
for insurers, especially HPR underwnters
We all know the downside risks of such a collision, but
let's take a moment to look at the bright side The impend-
ing collision of a really big asteroid might actually bring
some good news to the Industry, because it would
* Make the Y2K problem look hke a typo
* Make underreservmg problems a non-issue
« Justify decisions to buy coverage solely based on price,
not the financial strength and staying power of an insurer
- Render questions about Equitas’ long-term viability
meamngless
» Make the current pace of consohdation look sluggsh
» Be a real boon to the viatical settlement compames
= Accelerate or clear most court dockets
* Prompt serious consideration of a disaster reinsurance
mechamsm by the Umted Nations
« Elirmnate worry over when the New Madnd quake will

occur

« Extinguish property claims disputes over act-of-God
exclusions

» Give new meaning to environmental-impact statements

- Ellminate the need for high-priced actuaries

* Render moot the debate over federal vs. state regula-
tion

« Make rates for windstorm and earthquake perils seem
small by comparison

* Squelch the urgency for Superfund and product habill-
ty reform

» Replace EI Nino as the rationalization for virtually ev-
ery weather condition and happenstance

= Create new markets for beach and windstorm Insurance
plans in the 1\([idwest and Rocky Mountain states

» Put a damper on banks' expansion into the hfe and an-
nulty markets

- Generate a boormmng demand for the coverage of
aerospace risks (especially for private space shuttles)

- Reduce the need to retrofit buildings to withstand
ground shaking

All m all, there are a lot of positives for the Insurance in-
dustry from a colilmon between an asteroid and our planet
On the downside, though, finding an insurance company
afterward to pay business interruption claims could be a
real problem

Edztor Paul W Wznston and Publ:sherand Ed:tonal D-

rector Kathryn J Mcintyre publzsh columns on alternate
weeks
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would put added financial pressure the additional $100 million to the

on Lloyd's as it is forced to meet the Jolnt asset trust

trust fund requirements of other Gregory Serio, New York's first

states, including an unfunded $100 deputy commissioner, said "This is
But unless New York and Lloyd's million trust Louisiana requires NAIC ratification of the New York-

agree to conform with the NAIC

Lloyd's

Continued from page 1

Lloyd's and other international in- the NAIC's authority, regulators at until the NAIC could obtam a legal

move "billions" of dollars in trust IID policy is determmed by regula- don

fund deposits from New York to a tors from a variety of states, rather Earlier this year, the NAIC ob-
state that recognizes the NAIC than IID staff members

trust agreement, said Mr Brown The potential seriousness of the on reducing the security require-

and Lloyd's to adopt the NAIC-ap- session last week to negotiate the m London
proved version of the trust agree- complex proposal adopted by the
ment, as is essentially required by NAIC's Surplus Lines Task Force
about 20 states' laws or rules, Mr

found no evidence that the finan-

Brown said
Lloyd's current Thhere wWwwere s=areasaas
trust agreernent identified as need-

ing improvement,

agreernent

regulalors, but the beneficiaries of this
Trust agree-

nnonts or controversy will be Uoyd's policyholders, says

Lloyd's and a | _ouisiana Insurance Commissioner Jim Brown.
relatively small
number of other

continuing devel-
opment and im-

syndicate capital-
nation standards
alien insurers and the regulatory

currently name structures now be-

of their secunty funds That reflects rynt Lloyd's syndicates to fund their and the U K Treasury," according
the decades of regulatory domi- gross U S surplus hnes habilities at to a prehminary NAIC report
nance the New York Insurance De- 50%, rather than the current 100% At the root of the issue was a
and that most states welcomed, un- 1997

til recently However, such a reduction would writmg U S business that the New
and a hard place,” Mr Brown said ing to the 11D reduce their trust fund re-
We recognize that New York ' 1s * Increase the minimum value of quirements for surplus lines bum-
doing a good Job, but we cannot ItS Joint Asset Trust Deed for Ex- ness Otherwise, the syndicates said

our individual state laws be violat- lion from $100 mmon, on or before problems" from havmg to purchase
ed ™ the reduction m funding reinsurance to close on the 1995

New York’s position, according - Guarantee m writing that it has year of account, which was the first
to Mr Brown, IS that the NAIC has not entered into any contractual re- year New York imposed the 100%
historically acceded to the state's lationships with policyholders or gross security requirement in re-
primary oversight of Lloyd's trust other parties regarding the level of sponse to Lloyd's financial prob-
funds and those of most other alien trust funding for policies beginning lems at that time (BIl, Dec 15, 1997,
Aug 1, 1995 through Dec 31, 1997 May 29, 1995)

"New York is saymg, 'lf you have - Agree to keep at least $600 mil- Peter Lane, managing director of
concerns, we will listen to them, lion in aggregate value in its trust Lloyd's America Ltd, said after the
but the buck is going to stop with for surplus lines business written meeting last week, "With this deci-
us,' " he said

mMmsurers

on nsks in the United States
John Calagna, director of public Before the proposed agreement is problems w111 abate "

affairs and research for the New approved, the NAIC task force

"New York has a legal opinion that standard trust agreement That proposed change, Mr Brown said

to a non-governmental entity like weeks
the IID or the NAIC without first Once the task force approves a state regulation,” he said
seeking approval from the Legisla- standard form trust agreement, "There are some major fights go-

ture," he said

New York of not accepting the "U S sltus trusts” shall return to weaker,"” said Mr Brown

NAIC trust agreement 100% of gross U S surplus Imes 11-
"We don't believe that the exist- abilities for all years of account af- mg enormously from this debate,

ing trust funds will go anywhere, ter Aug 1, 1995

but other states may require new Assuming all caveats are met, many states that never understood

trust funds to be established,"” he Lloyd's New York funds will be or paid attention to the operations

said able to release a net amount of of Lloyd's that are now in the mix,"

Such a development, however, about $550 million, after adding Mr Brown said

"Lloyd's policyholders are gain-

Excluded insurer not liable: Cou rt

SANTA ANA, Calif -An insurer TIE agreed to defend its policy-
is not required to cover a settlement holder under a reservation of nghts Dynamic Concepts Inc us Truck
agreement when a pohcyholder ex- and appointed an attorney for Dy- Insurance Exchange CA, the Su-
cludes the insurer-appointed de- namic But Dynamic's own attor- penor Court of Orange County
fense counsel from settlement nego- ney refused to accept TIE's defense found that TIE was not responsible
tiations, Callforma's #th Appellate unless the insurer withdrew its for covenng the settlement because
Court ruled last month reservation of rights The TIE-ap- the insurer had not been allowed to

The court's Feb 26 decision pointed attorney later agreed to participate in the discussions The
stems from a general hability poll- participate m the defense while al- appellate court agreed that there
cy sold by Truck Insurance Ex- lowmg Dynamic's attorney to con- had been no breach of the insurer's
change, a Los Angeles unit of trol the htigatnon
Farmers Insurance Co, to Aliso Afterward, though, TIE sued Dy- sured's action of settimg the under-
Viejo, Calif -based software com- namic m state court, alleging Dy- lymg case and excluding the insur-
pany Dynamic Concepts Inc Dy- namic had acted In bad faith while er from participating in settlement
namle was sued m federal court by secretly negotiating a settlement negotiations The court said that
a German distributor named Uni- with UniBasic Dynamic's attorney siding with Dynamic would "en-
Basic Computer Service for breach dechned to meet with TIE's ap- courage insureds to cultivate con-
of contract and hbel, among other pointed counsel until a settlement flicts with carriers rather than re-

allegations, according to court already had been reached pnth solve them "
records

In ruling on the bad-faith suit,

duty of defense to Justify the in-

UniBasic, court records show -By Roberto Ceniceros
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Deregulation proposals advance

By MEG FLETCHER cal changes to elanfy rntent viewed as providing a continuum of
The white paper continues to rec- regulation from which state insurance
SALT LAKE CITY-A white paper ommend exempting some large com- commissioners can choose a level of
proposing to streamlme rules for com- mercial buyers from most laws or reg- fleabihty
mercial lines coverages contmues to ulations govermng the form and con- The commercial lines committee
get a warm reception from most state tent of commercial msurance policies also wlll be asked to review such indi-
Insurance regulators, dispelling in- To be eligible for"exempt commercial vidual states' concerns, including a
dustry fears that regulators' support pollcyholder status,” a company must Virginia regulator's previous ques-
may have cooled self-certify that it meets two of seven tions about the appropriateness of

Members of the National Assn of financial or operational thresholds some characteristics used to define

Insurance Commissioners' Special
the term "nsk manager" is too vague

mittee (BIl, Dec 15,1997) Those seven and lacking in credentials to be one of
They asked the commercial lines thresholds are a net worth of more the entena

exempt commmercial pollcyholders
Committee on Regulatory Re-engl- The regulator, Mary Bannister,
neering unanimously voted to for- deputy commissioner for Vwglma's
ward the white paper to the Commer- property and casualty division, thinks

cial Lines-Property & Casualty Com-

committee to provide "review, evalu- than $50 milhon, has net revenues or The commercial hnes committee

ation and recommendation," mclud- sales of more than $100 mllhon, em- w111 accept pubhc comment on the
ing proposmg a more specific plan to ploys more than 500 persons, or is white paper unttl May 15 At the
implement the white paper's recom- part of a holdmg company that has NAIC's summer meetmg June 20-24

mendations However, the full NAIC more than 1,000 employees, procures In Boston, the committee plans to dis-
membership must still vote on the its insurance through the use of a risk cuss the white paper's contents, take
streamlining proposal before 11 be- manager, has aggregate annual Insur- comments on it and then determine
comes pollcy ance premiums of more than whether 11 IS necessary to revise
"This Special Committee has $500,000, isa not-for-profit, or publle white-paper language, said South
reached a consensus that it is time to entity with an annual budget or assets Dakota Insurance Director Darla
seriously consider a shit to a drfferent of at least $45 milhon, or is a munici- Lyon, chairwoman of the committee
regulatory framework for large, in- pality with a population of more than In response to a procedural ques-
dustnal msureds so we can shlift more 50,000 tion, an NAIC spokesman said Fnday
resources to protecting purchasers of Mandatory coverages, such as auto that the commerical lines comrruttee
other lines of insurance,” NAIC Prem- and workers comp, still must provide has the freedom to make any changes
dent Glenn Pomeroy said "l am very for people's substantive rights or pro- it wants before it sends the white pa-
encouraged with the advancement of tections as specified under vanous per to the executive committee
this significant white paper,” he said statutes However, an exempt com- Among the implementation propos-
Before the NAIC's spnng quarterly mercial pohcyholder and its insurer als Ms Lyon's committee will consid-
meeting began in Salt Lake City last stil would be free to negotiate all oth- er is whether the NAIC should replace
week, a few Industry representatives erterms and conditions prior model rating laws with a single
feared that the drafters' widespread In addition, the paper proposes to law that wlll address rate and form
support for the pro-industry proposal ease the problem posed of multistate

may have cooled because of consumer operations by allowing a commission- try participants continues to favor the

Meanwhile, a broad group of indus-

groups' recent complaints The con- er to waive state requirements for pol- white paper's proposals to streamline
sumer groups wrote letters to all gov- icyholders pnmanly located in anoth- commerciallines of msurance

emors, alleging that undue insurer m- er state It also urges greater unifomn- The New York-based Risk & Insur-
fluence at the NAIC has caused a ty m cancellation, non-renewal and ance Management Society Inc "is
breakdown in state regulation The other statutory requirements pleased to see progress on this issue
groups urged Independent state fund-
mg of the NAIC (BI, March 16) strearnline insurer licensing proce- tory re-englneenng efforts," Anne B

Another concern was that the dures, such as through the develop- Allen, director of governmental af-

The white paper addresses ways to and welcomes the committee's regula-

change m chairmanship of the Special ment of reciprocal agreements among fairs, wrote m a Feb 24 letter to Mr
Committee to Mr Pomeroy from states and an expedited application Pomeroy She urged that the presence
Robert Lange, the former Nebraska process of a full-time risk manager should re-
director, nught slow development of The most sweeping criticism of the main one of the possible enteria for a
the whte paper white paper came from an Ohio regu- commerical poheyholder to become
While Mr Pomeroy previously ex- lator last week exempt

pressed his support for the concept of "We are very concerned about the The technical changes made last
commercial hnes deregulation, he iS whole concept that regulation damp- week are "not a problem," said Don-
unfamillar with the history of how ens competition” Implicit in the white ald Cleasby, assistant general counsel
some proposals developed durtng the paper, said Sally Van Meter, assistant for the National Assn of Independent
past two and one-half years (BIl, Feb director for the Ohio Department of Insurers rn Des Plaines, |lll The white
9) Mr Pomeroy solved that problem Insurance's office of property/casual- paper sttll contains "a lot of solld ree-
last week by havmg Colorado Deputy ty services ommendations for commercial lines"
Also, Ms VVan Meter said, estabhsh-

an experienced committee member, ing the category of exempt commer- come," said Larty Kibbee, vp with the

Commissioner Maryellen Waggoner, "l think it was an excellent out-
lead the discussion about proposed re- cial poheyholders creates some an- Alliance of American Insurers in
visions titrust concerns stemming from a lack Schaumburg, Il

At that meetmg, Special Committee of state regulation In addition,
regulators reaffirmed their commit- greater flexibillty for large pollcy- Comments should be directed to
ment to the commercialhnes re-engl- holders is not needed in Ohio, which Enc Nordman at the NAIC's head-
neering proposals in the 23-page has a "special fillngs" option, she said quarters m Kansas City, Mo Copies of
white paper However, the committee In response, Ms Waggoner said the the latest draft of the white paper will

did makemade seveial minortechni- white paper's proposals should be be available soon Call 816-842-3600
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CHICAGO-Business Insurance has launched a
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searchable online archive containing the full text of all
articles and directories in the magazine from January
1994 to the present
The BI Article Archive provides easy access to a
database containing the industry's most comprehen-
sive information on news and trends in risk manage-
ment, employee benefits, commercial insurance and
managed care The archive is a useful source of infor-
! Select 1 date range Foramnnple Seplember 1994 10 October mation for market research, data gathering, speech
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Updates

Court order favors Lloyd's

LONDON-LIloyd's of London names are petitioning to appeal a
High Court ruhng that allows Lloyd's to collect £130 mdlion ($215 2
million) it paid on behalf of the names to remsure their pre-1993 un-
derwrittng accounts with Equitas Ltd

The names had argued at tmal that they were not legally bound to
pay the Equitas premiums they were assessed All but 30 of the 565
names remaining in Society of Lloyd's us Terence Witham Fraser et
at have opted to petition for appeal If the Court of Appeal doesn't rule
on the petition by Apnl 15, the case wall revert to the High Court

If the Court of Appeal decides it wlll hear the names' case, Lloyd's
effort to collect the amount wlll be frozen penchng a final verdict

Phhp Holden, head of Lloyd's Financial Recovery Department, said
ma statement "We are very pleased with the outcome of these hear-
ings which bring to an end the argument raised by names in respect of
their obllgations to pay their Equitas premium Lloyd's now has quan-
tifled judgments which will be pursued, and those members who have
paid should be reassured that all appropriate enforcement measures
wll be taken as soon as possible "

This is not the last lawsuit by names against Lloyd's Lawyers are
expecting one of the longest civil actions m British legal history with
the so-called "Jaffray counterclarm” being brought by Sir Wilham Jaf-
fray

Sir Wilham alleges that Lloyd's committed fraud because it knew of
the pendmg problems with asbestos, pollution and other long-tall lia-
bilities when it dehberately recruited thousands of new names m the
1980s to pick up the losses A date for a preliminary hearing in that

case has not been set

Equitas names next chairman

LONDON-Equitas Holdings Ltd, the reinsurer of Lloyd's of Lon-
don syndicates' pre-1993 habilities, has named Hugh Stevenson as its
next chairman

Mr Stevenson, chairman of Mercury Asset Management Group
P L C, wtll become a non-executive director of Equitas on April 1 and
assume the chairmanshp on Nov 1 He will replace David Newbig-
ging, who had said last year he would step down as Equitas' chairman
and a director m the second half of 1998

"Equitas is a umque organization wlth a unique mandate, and help-
ing ensure that it builds on its very encouragmg progress to date rep-
resents a fascinating challenge," Mr Stevenson said

Mr Stevenson joined London-based Mercury Asset Management as
a non-executive director in 1986, becoming chairman in 1992 The
company was acquired by Memll Lynch & Co Inc in late 1997 From
1970 to 1992 he worked for S G Warburg & Co, spendmg the last two
years there as managing director of its mvestment bankmg business

Mr Stevenson is also deputy chairman of the Institute of Fund Man-
agers Assn and a director of the Investment Management Regulatory
Organization and The Securities Institute

HMO loses contract ruling

ST LOUIS--A Missoun state judge last week ruled against
RightCHOICE Managed Care Inc, which means the HMO must honor
its multiyear contract with a health plan for Missouri employees, de-
pendents and retirees

A spokesman for RightCHOICE, a for-profit subsidiary of Blue
Cross & Blue Shield of Missouri, said the managed care company
sought to rebid the contract, which runs through the year 2000, sub-
rrut new rates, or be freed of it because of changes it contends MCHCP
made

Among other charges, RightCHOICE says MCHCP exceeded its
statutory authomty by 1ncluding various pubhc entities m its plan
without conducting an actuarial or other appropriate analysis to de-
termine the fiscal impact of their inclusion

Ron Meyer, executive director of MCHCP, said the plan's position is
that no such analysis is required

RightCHOICE had recorded a $29 5 milhon provision for losses on
the contract m September

Cole County Circult Court Judge Thomas Brown issued the ruling

"We're disappointed m Judge Brown's rulings today, and we're eval-
uatmg our options, including whether to appeal the rulings,” said
RightCHOICE Chairman and Chief Executive Officer John A
O'Rourke in a statement

The Jefferson City, Mo -based MCHCP covers medical expenses of
officers, employees and retirees, meludmg spouses and dependents, for
the state of Missoun The group compnses about 26,000 underwntten
members m RightCHOICE's BlueCHOICE HMO and HealthNet Blue
products

"The decision substantiates our position m regard to the lawsuit,
and | think it upholds the integrity of the contract,” Mr Meyer said

Briefly noted

A Chnton administration proposal to allow retirees as young as 55
to purchase Medicare coverage was introduced in the House and Sen-
ate last week The proposal also would require employers terminating
early retiree health care plans to extend COBRA coverage to retired
workers until they are ehgible for Medicare at age 65 Insured dam-
age from January ice storms in Canada will total at least $790 milhon
Canadian ($557 milhon), accordmg to updated hgures from the Insur-
ance Bureau of Canada In the United States, those storms caused at
least $75 million in insured damages, and that amount could reach
more than $125 milhon, according to the Property Claims Services di-
vision of the Amencan Insurance Services Group Mark Mosca has
been appointed chief executive officer of Risk Capital Holdings Inc.,
the Greenwich, Conn -based reinsurance and investment company
Mr Mosca continues as president of Risk Capital, m addition to serv-
ing as president and CEO of its remsurance operatmg subsidiary



Year 2000

Continued from page 3 For example, the Federal Financial Institu- to reach the halfway mark by June 30
*Validation, which accounts for 10% tions Examination Council has issued four m- A Dec 31, 1998, deadhne has been set for

 Migration of data from one system to an- teragency statements to provide gwdance, she converting all of the bank's internal systems
other after modification and vahdation, which said and 90% of vendor systems critical to banking
accounts for 5% The Office of Thnft Supervision is publish- operations, according to Ms Kelley

= Testing, which accounts for 57%-the bulk ing a "1\<[Mlllennium" newsletter and is CO- This wnll free up all of 1999 for validation,
of the effort's resources cleanup and testmg, she said

Whlle a total of 43% of the effort is devoted While the bank has not purchased millenm-
to identifying and correcting the problem, more 'This cannot just be an IT um protection insurance hke that being mar-
than half of the effort wlll be spent testing th 'it's so gthmg that

system to ensure it is Year 2000 comphant, Ms [rO|jem. OU "1]Ve tO [nVO[Ve we'11 B8 ZoRsiaarng. M Relisy &4

Kelley said people from all areas of your Approximately 20 compames are undergomg
"There's no room for shortcuts," she a he au re; tain such ov—
h& e

it re

ed, pointing out that Just one failure of the business, and manag}?ment erage through J&H Warsh ennan Inc,
more than 1,000 tools and services the bank too,' says Janna S. Kelley according to Michael J Vizio, senior vp in the
employs could dlsrupt the bank's systemwide broker's Los Angeles office The pohcy, which
operations provides up to $200 milhon m hmits on a

In fact, the IT department also is developing
contmgency plans should such a failure occur, sponsonng with the Federal Deposit Insurance of London, several U S msurers and Bermuda
she said Corp three conferences on conversion issues reinsurers

Ms Kelley declmed to disclose the cost of the related to community banks, Ms Kelley added Not all companies applymg for the coverage
conversion proiect, though it unll be required to And the FFIEC has created a special site on w]11 quallfy, he said
report the cost m its Securities and Exchange the World Wide Web to provide information on "If you're not that far along (in the conver-
Commission flling Members of the conversion conversion issues to financial institutions That sion process) and if you don't have the money
team melude representatives from the board of site's URL is www ffiec gov/y/y2id or the manpower to address the problem,
directors, top management, the information The FDIC also is conducting periodic exami- you're not going to quallfy for this insurance,”
systems department, and representatives of all nations of financial institutions to ensure that he said
of the company's business units and vendors they w,11 be comphant, Ms Kelley said

"This cannot Just be an IT problem," Ms And Home savings also has launched a Year sion also featured presentations by Blake C
Kelley said "You have to mvolve peop_e from 2000 awareness program for its customers Rea, semor vp at Aon Anancial Services Group
all areas of your bumness, and management Because of the size of Home Savings-it is a Inc in Los Angeles, and Julianne Sartam, a
too ™ federal savings bank with assets of more than partner m the Irvine, Cahf, office of Snell &

Because a banlang system failure can have a $56 bilhon-the conversion process is golng Wilmer

domino effect on other businesses, "our regula- slowly
tors are very actively involved" in the conver- Approximately 20% of the project was com-
mon process, Ms Kelley noted

The luncheon semmar on Year 2000 conver-

Risk managers warned of suit potential

LOS ANGELES-Lawsuits are expected and publicly traded companies if they fall to ter Inc was filed in Michigan state court in
to fly in almost every direction as a result of disclose Year 2000 conversion costs to cus- August 1997 In its complaint, the grocer as-
Year 2000 software problems, a lawyer pre- tomers and shareholders, she said serts that its cash registers malfunctioned
dicts But compames faced with such claims may when.t attempted to scan credit cards with

Not only wlll customers and shareholders be able to recoup some of their defense costs renewal dates after the year 1999
hkely sue non-compliant companies, but the from the vendors and consultants who ad- - Altaz Intemationat Ltd vs Software
compames also are hkely to look for deep vised them, Ms Sartam pointed out Business Technologies Inc was filed in Mann
pockets themselves if their systems are unable "While | don't recommend this," she County, Calif, Superior Court in December
to adapt to the Year 2000, predicts Julianne quipped, "if you have problems in your dis- 1997 The complaint alleges the software
Sartaln, a partner m the Irvine, Callf offices closures, you may sue your attorneys and ac- maker committed fraud by failing to disclose
of Snell & Wilmer countants for falling to advise you properly " that its software was not Year 2000 comph-

"If you say you're Year 2000 comphant and Computer consultants hired to set up sys- ant
you're not, you may be sued for fraud," Ms tems mitially or to fix the Year 2000 problems - Captan vs Symantec was filed earher this
Sartain warned a group of nsk managers and also could be on the hook if the problem per- year m Santa Clara County, Cahf, with the
msurance industry executives attending last sists, she added software purchaser alleging breach of war-
week's monthly meetmg of the Los Angeles Already at least three lawsuits have been ranty A software upgrade was available, but
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claims-made basis, is underwntten by Lloyd's Source Nordby international inc (nordby com) Boulder, Colo

PCS catastrophe options

As of March 20

Ccall Price
spread bid/ask
National Annual 1998
40/60 90/~
60/80 60ns5
80/100 40/60

Eastern September 1998
20/40 35/55

40/60 30/34

Southeastern September 1998

40/60 25/33

Northeastern September 1998

100/150 o/14

call Pnce
spread bid/ask
California Annual 1998
40/60 15/23
150C 17a0
Western Annual 1998
40/60 15/25
80/100 10/1 9

150C 21/30

Flon[la Seplemher 1998

40/60 1a/2a

Total volume 200 Total open interest 18,858

For information on PCS cat options. call the Chicago Board of

Trade at 312-435-3674

Source Chicago Board of Trade

British Issues

Price P/E Div Yield 52-week

Companies pence pence % high-low

Comml Union 1192 23 0 32 5 27 1193-630
GenlAccident 1501 102 375 32 1540-772
Gdn Royal Exch 460 68 11 5 26 495-257

Legal & Gen
Royal & Sun

Brokers

731 18 5 12 7 22 775 377

817 20 3 22 8 28 825 429

Lmbn Fenchurch 112 80 84 93 138 101

Lloyd Thmpson 171 NA 100 75 196151

Chapter of the Risk & Insurance Management filed in connection with Year 2000 conversion Symantec wanted to sell it for an additional

Society Inc

problems

Federal and state regulatory agencies also
may take civil action agamst public utilities Amenca Corp and Alt Amencan Cash Regts-

Bi

Sedgwick Grp 164 129 7043 171 115

Willis Corroon 155 12 4 66 54 160 116

$29 rather than provide it free, the suit

* Produce Palace International vs TEC charges

Note Pnces are March 20 dosings, ohernumbers from March 19

-By Joanne Weak

Source Nordby /nternational /nc (nordby com) Boulder, Colo

Industry Stock Repor‘t MARCH 16, 1998, THROUGH MARCH 20,1998

Weekly Year to date

52 week

Weekl/ YEar to date

52 week

Weekly Year to date

52week

Low Vol (000)

34.13 S}
16.00 249
30.50 103

6300 1713

38.25 s

38 50 1705

1913 NA

5.88 259
1975 303
1800 o2
2456 574
41.25 1a7

2625 1524

5338 127

31.38 1200

30.88 13269

s188 132
263 80
3000 a

ass0 253
33 63 1643
15.63 1674
3275 359

24.50 a1

22 06 2550
1844 2723

13.75 a521

a6.75 186
750 25
2a7s 267

a2 a4 3028

37 50 1340

BROKERS Price % change % change High Low Vol (000) Pnce % chanle 5 change High Low Vol (000) Pnce % change % change High
Aon Corp NYS 6538 1.55 11.51 6538 40.25 1079 ESG Re Limited NDQ 26.13 543 1117 28.88 2088 439 RenaissanceRe Holdings Ltd NYS a6.94 aso 637 5000
E W Blanch Holdings Inc NYS 38.00 393 1034 3800 22.00 164 Enhance Financial Services NYS 6900 696 1507 69.00 37.63 239 Risk Capital Holdings N 2313 1.60 s.03 24.00
Gallagher Arthur J & Co NYS aazs 321 2840 4425 soss 235 Everest Reinsurance NYS 40.44 677 197 4300 26.75 1824 RLI Corp NYS sas8 azs 1016 55.25
Hilb Rogal & Hamilton NYS 1838 316 a.85 1963 1325 64 Executive Risk Inc NYS 7288 1.57 ass 7575 4325 71 St Paul Companies NYS 9250 oas 1272 94.31
Kaye Group inc =Y 7.25 357 FPES 200 .38 a EXEL Ltd NYS 7438 PES) 1736 7594 39 00 3325 scoa NYS s6.00 2.75 17.28 5606
Marsh & Mchennan NYS 00.75 ass 21.71 o2.50 5650 1458 Fremont General Corp NYS esoss 167 1119 6175 26.38 420 SAFECO Corp nNDQ 5500 a.02 1282 5538
Poe & Brown NYS 3788 o.33 2731 38.50 1700 35 Frontier Insurance Group NYS 26.44 2.02 1557 3925 20.00 o14 SCPIE Holdings inc NYS sose -061 562 s2.25
Sedgwick Group PLC NYS 1438 o952 16.75 1438 o38 35 Gainsco Inc NYS 794 ooc 6.62 1019 7.88 121 Se,bels Bruce Group NDQ 813 6.56 833 s.94
Willis Corroon Corp NYS 1281 2.38 406 1350 °.75 157 General RE Corp NYS 22650 3.90 684 22650 151.50 s06 Selective Ins Group NDO 27.13 o.00 046 2863
BROKERS AVERAGE 2.52 14.16 Gryphon Holdings Noo 15.13 168 970 17.75 1388 725 Terra Nova Insurance Co Ltd NYS 2950 1.94 1238 30.00
Harleysville Group NDO 26.50 7.61 104z 27.50 1538 . NYS 26.13 302 21.28 36.56
INSURERS/REINSURERS Hartiora Stoam Bolor nva coss 208 2118 eese  asco 1 1,0 Ma& Fie woo  sses  sas 2 esoo
ACE Ltd NYS 3656 503 13 67 36.56 19.19 1115 HCC Insurance Holdings NYS 22.75 2.82 706 32.69 15.63 021 Torchmark Corp NYS 4763 5.69 1289 a7.63
Acceptance Insurance Cos NYS 23.94 1.32 103 2863 1775 133 ING Groep N V NYS 57.50 372 3589 5750 38.88 215 Transatiantic Holdings NYS 77265 115 8.04 77.94
AEGON N VvV NYS 12375 201 3808 12650 6388 391 IPC Holdings Ltd NDQ 31.75 2.01 1.36 3288 2238 383 Travelers PropertWCasualty NYS a4.25 381 057 4a6.06
Aetna Life & Casualty NYS 85.19 104 2073 118.13 6631 1922 Hanford Financial Services NYS 10838 535 1583 10838 68.13 1427 Travelers Corp NYS 6200 2.69 15.08 62.00
AFLAC Inc NYS 6556 135 2824 66.63 s7.50 s58 LaSalle Re Holdings Ltd NYS 3925 753 10.95 39.56 27.25 181 Trenwick Group Inc ~NDo se7s 538 233 39.63
Allied Group Inc NYS s27s 116 1441 3575 2263 a17 ufe Re Corp NYS 72.81 514 11.70 72.81 37.38 sas Unlco American Corp NDO 1688 385 37.76 18.13
Allstate Corp NYS 924.75 213 azo o838 58 63 6672 Lincoln National NYS 84.56 1.20 8.24 8550 4900 1081 United Fire & Casualty NDO a2.75 144 339 47.00
AMBAC Indemnity Corp NYS ssas 1.32 21.47 57 56 31.00 761 MAIC Holdings Inc NYS 2881 274 7.57 30.38 15.068 59 Unitrin noo 70.00 108 832 71.a4
American Bankers Ins NDO 64.56 a1s 40.54 6606 24.38 5789 e NYS 174.00 142 11.45 177 50 102.50 21 UNUM Corp NYS 5381 238 103 54.81
American Financial Group NYs 4275 1.94 sos 49.25 32.38 537 MB“S | ,|Ce Group NYS 77.19 7.02 1553 77.19 a5 a4 1150 USF&G Corp NYS 25.50 1.24 1558 25.88
American General NYS 61904 123 14.57 6300 36 50 2532 Meadowbrook Insur Group NYS 3075 3.58 1799 31.25 2150 a7 Vesta Insurance Co NYS 57.75 s.96 274 64.75
American Heritage Lite ins NYs 21.00 o.90 1667 2194 1188 82 Mid Ocean Ltd NYS 7a06 1698 36.52 76.38 44.13 2158 Zenith National Ins NYS 28.19 135 947 28.75
American Indemntly/Fin | NDQ 11.25 526 18.92 1550 950 55 MMI Cos Inc NYS 2388 1.33 4.98 27.88 2075 88 INSURERS/REINSURERS AVERAGE 2.18 1021
American International NYS 120.38 4.18 18 97 129 38 75.13 4323 Mutual Risk Mgmt Ltd NYS 3431 339 1461 35.06 1675 609
Argonaut Group NDO 36.25 -oes 7.01 38.13 2675 144 NAC Re Corp NYS 5225 aso 7.04 5381 3538 253 HEALTH MAINTENANCE ORGANIZATIONS
-1 UAP Group NYS 52.75 563 3526 53.44 20.25 191 Navigators Group NDO 1938 3.3 3.16 2250 15.75 34 Foundation Health Systems | NYS 27.13 as2 21.91 3304
Baldwin & Lyons Inc NoO 20.75 -oeo 1399 2875 1738 a Nobel Insurance Ltd NDO 13.19 -0.a7 0.48 15.38 123 25 Humana Inc NYS 2538 379 22.20 2650
Berkley W R Corp NDO as7s 1.39 .27 47.50 3119 206 NYMagic Inc NYS 2063 -0.84 748 3006 1838 12 Oxford Health Plans NDO 1594 ss6 241 89.00
Berkshire Hathaway Inc NYS 68800.00 1602 4957 6880000 30000 00 2 Ohio Casualty Corp NOO a8.19 153 7o8 5100 3550 308 Pacificare Health Sys NDO 7056 190 40 42 8363
Capital RE Corporation NYS 6625 1aa 675 66.44 38.75 86 Old Republic Int | NYS aa.2s o.s7 1899 a525 24.63 1055 Saleguard Health Enter NDQ °.13 1.39 3241 1488
Capitol Transamer,ca Corp NAS =100 244 147 28.13 1925 79 Orion Capital Corp NYS 5300 205 1413 53.94 3088 279 Sierra Health Services NYS 3975 o.e5 1822 41.63
Centris Group Inc NYS 1206 o052 8.12 12904 8.94 697 Partner Re Lid NYS 47.50 ©.00 243 5025 30 75 333 United Healthcare Corp NYS ea13 2.19 2906 67.13
Chartweil Re NYS 31.06 184 7.96 3625 2450 117 Penn America Group Inc NoQ 21.63 226 5.49 23.00 11.25 24 Wellpoint Health Networks NYS 65.31 197 5459 70.19
Chubb Corp NYsS 8000 031 s7e 8194 51.13 1911 Pennsylvania Manulacturer s NDO 19.13 3.38 14.18 1938 16.25 38 HMOs AVERAGE 176 1956
CIGNA Corp NYS 207.00 s58 2009 20700 13694 1191 Philadelphia Cons Holding NDQ 21.00 5.00 1831 2325 14.00 153 ALL co oos 1a6a
CNA Financial Corp NYs 14900 ©-58 1663 15300 o638 108 PXRE Corp NYS 3006 1.43 9.42 35.25 2a.75 386
CNA Surety NYS 1525 279 121 1650 1288 o4 Reliance Group Holdings NYS 1788 1az 26.55 18.19 10.13 757
EMC Insurance Group Inc NDO 1338 ss8 0.4 1500 10.75 21 Rel,astar Financial Corp NYS as.13 2.3 1684 4875 2863 1217

Top advancing issues Mid Ocean Ltd., Berkshire Hathad tx Inc Sedgwmk Group P.L C Leading decliners- Oxford Health Plans, ESG Re Ltd Amerlcan |ndemn|ty/F|nI Most active issue Travelers Corp The 8/ Index rose 4 0%, the Dow Jones 30

Industrials gained 3 5%, the S&P 500 increased 2 9% and the NYSE Composite gained 28% Average P/E Brokers, 21 3, Insurers/reinsurers, 19 0, HMOs, 25

Source Nordby /nternational /nc (nordby com). Boulder, Colo



SHOCK AND ANGER ARE
NORMAL RESPONSES TO SEXUAL MISCONDUCT.

ESPECIALLY WHEN YOU FIND OUT
YOUR COMPANY'S NOT INSURED FOR IT.

Did you know that in cases of sexual misconduct involving children, your company could
be held liable for the actions of an on-site day care facility, including one run by an outside
firm? What's just as shocking is that your general liability policy may not protect you in
the event of this type of claim. That's why we created Lexington's Sexual -Misconduct
Liability Coverage. It protects companies and organizations that provide facilities where
children are in the care of adults. Plus, we can customize coverage and make available
a valuable 12-point loss control program to help ensure stability to your bottom line. Call

your surplus lines broker to find out how the largest US.-based excess and surplus lines

company can help you. LEXINGTON INSURANCE COMPANY PIONEERS IN REVOLUTIONARY COVERAGE



