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Captive may play role in cover
for gas pipeline explosion

EDISON, N.J.-A captive owned by Pan-
handle Eastern Corp., which owns the com-
pany that operates a natural gas pipeline
that exploded last week in Edison, N.J., may

homeless.

pay some of the liability claims from the
blast, which leveled eight apartment build-
ings, killed one person and left hundreds

The pipeline, operated by Panhandle sub-
sidiary Texas Eastern Transmission Corp,

ruptured in Edison shortly before midnight
last Wednesday, making a loud enough
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Narrow victory bodes ill for health reform bill

By JERRY GEISEL

WASHINGTON-Health care
reform legislation that squeaked
through a House panel last week
is probably too radical to pass the
Ways and Means Committee, leg-
islators say.

The measure, approved by a
scant 6-5 vote by the Ways and
Means Health Subcommittee,
would mandate that employers
pay 80% of the premium for a ba-
sic benefit package, open up the
federal Medicare program to mil-
lions of new beneficiaries and give
the government a new role in con-

trolling health care costs (see
story, page 21).

The vote came after subcommit-
tee Chairman Pete Stark, D-Ca-

lif., and Rep.
4~ b

Sanmnder NM.
Levin, D-Mich.,
reached a deli-
cate comprc-
They
scrapped a gen-
eral 0.8% pay-

roll tax in favor

mise.

G5*51

of a new financing package that
includes a 1% payroll tax on em-
ployers that self-fund their health
care benefits programs.

The bill was passed Wednesday
evening in the ornate main hear-
ing room of the Longworth House
Office Building, a room rich in
legislative history.

But, panel members agreed that
the legislation's future is cloudy.

Without major revisions, "l pre-
diet the bill will not pass the full
(Ways and Means Committee), let
alone the full House. It will never
reach the president's desk," said
Texas Rep. Michael Andrews, the
only Democrat to break ranks and
vote against the bill.

"We may have lost this particu-
lar battle, but we have not lost the

Insurers’' cloudy future

Reform

threatens

L/H profits

By RODD ZOLKOS

Life/health insurers by and
large enjoyed healthy earnings
in 1993, though the anticipa-

tion of national health care re-
form continues to influence
their approach to business.

The move toward managed
care programs from traditional
indemnity plans continues
among health insurers.

And, despite strong earnings
last year, some industry ob-
servers see health care reform
looming as a potential cloud on
insurers' financial horizon.

For the Blue Cross & Blue
Shield plans, 1993 was the fifth
straight year of underwriting
gains and was the most profit-

,able year since 1985, said Su-
san Barrish, vp-licensure and
financial services for Chicago-
based Blue Cross & Blue
Shield Assn.

The 69 independent BC/BS
plans-down from 72 in 1992
because of mergers-reported
combined earnings of $2.6 bil-

lion in 1993, up from $1.9 bil-
lion in 1992,

"ANd '94 looks like we
should have another profitable

year," she said.
A dramatic slowdown in

health care cost inflation was
certainly one force driving
health insurer earnings at the

Continued on page 11

Getting back on track?

Property/casualty insurers' premiums grew and combined ratios
improved in 1993, compared with catastrophe-laden 1992.

2.0% 1 % change in premium volume 120%
— - — - — - — -  —— 3
1.0 116
0.5 114
- T — A — A mm——— et
-0.5 110
-1.0 Combined ratio 108
-1.5 106
-2.0 104
-2.5 102
-3.0 100
12/89 12/90 12/91 12/92 12/93

Source: 8/ survey of leading insurers

GRAPHIC BY JOHN HALL

Little ahead to cheer

major P/C insurers

By JUDY GREENWALD

Even if the worst is behind com-
mercial property/casualty insur-
ers, and that may not be the case,

they have little to look forward to
in 1994

While the insurers' 1993 results
were not that bad-at least when
compared with those from catas-
trophe-prone 19921-insured ca-
tastrophe losses in the first quar-
ter of 1994 alone are enough to
rank as the fifth-worst catastro-
phe year ever.

"We've got 91/2 months and the
hurricane season to get through,”
said James S. Kemper lll, execu-
tive vp-commercial lines for Kem-
per National Insurance Cos. in

Long Grove, lll. "We've kind of
used up our allotment of catastro-
phes in the first two months. The
potential is there for a pretty bad
year."

Despite the catastrophe toll and
continued pressure on insurers'
investment income, there is still
little prospect for any significant
rate increases.

"It doesn't seem as though
there's going to be much change at
all” in the soft commercial casu-
alty lines, said George Yonker, as-
sistant comptroller at SAFECO
Corp. in Seattle. "What you see is
what you've got. It's kind of a bro-
ken record, isn't it?"

"l think '94 is pretty much al-

Continued on page 11

war," said Rep. William Thomas,
R-Calif., the panel's ranking mi-
nority member who spearheaded
Republican opposition to the bill.

Even Rep. Stark acknowledged
that his bill will not survive as
written.

"No doubt, the (subcommittee's)

approach will be modified," he
said. Panel members said a new

effort will be needed to accommo-
date the views of middle-of-the
road Democrats as well as attract
at least some Republican support.
"This bill may pass the subcom-
mittee-barely,” Rep. Andrews
said, minutes before panel mem-

bers cast their votes. "But we
have to do a better job of moving
toward the center.”

Rep. Levin, whose refusal to
support the general payroll tax
triggered an 11th-hour scramble
by Rep. Stark to come up with an
alternative revenue package, said
the full Ways and Means Commit-
tee will have to do more to ease
the burden of an employer health
care mandate on small firms.

Ways and Means Committee
Chairman Daniel Rostenkowski,
D-Ill., said the subcommittee bill
will be revamped when the pro-

Continued on page 21

Quake toll may top

$5 billion,

eclipsing

Hugo's destruction

By JUDY GREENWALD
and LOUISE KERTESZ

LOS ANGELES-Insured losses
from the Los Angeles earthquake
could total more than $5 billion-
and as much as $7 billion-making
it the second-largest catastrophe in
U.S. history.

Growing losses from the earth-
quake are expected to surpass the
$4 .2 billion in insured losses from
Hurricane Hugo in 1989. Hugo was
second only to 1992's Hurricane
Andrew, which produced $15.5 bil-

lion in insured losses.

Initial estimates of insured dam-
age were as low as $1.5 billion. The
Property Claim Services division of
the American Insurance Services
Group Inc., which tallies catastro-
phe losses for the insurance indus-
try, officially estimates insured
losses at $2.5 billion, but that fig-
ure is expected to be revised, said a
spokeswoman for the Insurance In-

formation Institute in New York.

One reason for the sharp increase
in damage estimates is the discov-
ery of extensive structural damage
that was not immediately appar-
ent. And, damage from the Jan. 17
quake has been exacerbated by the
hundreds of aftershocks in the Los
Angeles area.

Bloomington, lll.-based State
Farm Group on Friday said it ex-
pects losses to approach $1 billion,
up from $600 million, based on in-
spections that found more severe
damage than initially indicated.

Woodland Hills, Calif.-based
20th Century Insurance Co. this
month doubled its initial estimate
of net losses to $325 million. And,
Allstate Insurance Co. has in-
creased its loss estimate to $600
million from $350 million, while
many other insurers also have re-
vised their estimates.

Despite the increased estimates,

Continued on page 21

Malpractice coverage
iNn stable condition

By CHRISTINE WOOLSEY

Despite the rapidly changing
health care delivery system, the
price of medical malpractice and
professional liability coverage for
health care organizations remains
stable and capacity is plentiful.

-Most hospitals and health care
systems will renew their liability
coverages as is in 1994, in part be-

cause of a decrease in claims se-

verity and frequency for most

health care organizations.

Increased competition also is
helping to keep rate increases at
bay. More insurers are vying for a
bigger piece of the medical mal-
practice market, and new players
appear eager to underwrite cover-
age that just a decade ago they
considered too risky.

Insurers also are introducing
new products to keep up with
mergers and acquisitions in the

Continued on page 9
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Burst pipeline's owner insured

Continued from preuious page

noise to alert 1,500 residents of the Durham Woods Apartment com-
plex in time to evacuate their homes before the gas leak erupted into
a massive fireball. The blaze destroyed eight of the complex's 63
buildings and hundreds of cars. About 300 people were left homeless,
and one resident died, apparently from a heart attack.

Texas Eastern is providing displaced residents with $1,000 checks
and has been paying for the hotel accommodations of about 200 peo-
ple, a spokesman said.

A portion of Panhandle's liability coverage is written by its Ber-
muda captive, Bison Insurance Co. Ltd.

Panhandle also buys commercial liability insurance in the U.S. and
London markets, placed by Marsh & McLennan Cos. Inc. and M&M's
C.T. Bowring & Co. (Insurance) Ltd. unit in London. Among the in-
surers is Associated Electric & Gas Insurance Services Ltd., a Bermu-
da-based mutual. AEGIS writes up to $35 million in excess liability
cover above a minimum $200,000 retention.

Panhandle declined to provide details of its insurance programs.

Colorado revamps captive law

DENVER-Legislation designed to make Colorado a more friendly
domicile for forming captives passed the state Senate March 18.

The legislation, H.B. 94-1169, completely rewrites the state's 22-
year-old captive enabling law. The bill would streamline the forma-
tion process, permit captives to underwrite employee benefits cover-
ages and eliminate "industrial insured” captives so that only two
types of captives could be formed in Colorado: pure, or single-parent,
captives and group, or association, captive. Both types still must
have a minimum of $500,000 in initial capitalization.

The legislation also would eliminate the onerous "lockbox" require
ment that forced captive owners to keep a portion of their initial capi-
talization funds in the state under lock and key, said Alan Schmitz, a
partner with Denver law firm Hall & Evans who wrote the new bill.

Under the measure, prospective captive owners need only file a
business plan, conduct a feasibility study and meet the initial capitali-
zation requirements to be considered for a certificate of authority.

And the definition of "employee benefits coverages" was intention-
ally left out to permit broad application by regulators, Mr. Schmitz
said.

Yet the state's captive law would still meet all the accreditation
rules of the National Assn. of Insurance Commissioners, he said.

The bill will take effect in 180 days, or immediately upon Gov. Roy
Romer's signature.

Implant makers sign settlement

MIDLAND, Mich.-The three major silicone breast implant manu-
facturers last week signed an agreement specifying the terms of a pro-
posed $4.75 billion settlement of thousands of implant suits.

While none of the implant makers said their participation in the
settlement would be contingent on receiving payments from insurers,
Dow Coming Corp. has assumed insurers would contribute while ne-
gotiating the deal with plaintius' attorneys. The Midland, Mich.-
based company--a joint venture of Dow Chemical Corp. and Coming
Inc.-said in its fourth-quarter earnings report that it expected to re-
ceive at least $600 million in insurance coverage against a $1.2 billion
charge related to implant litigation.

However, all three implant makers are suing their insurers over
coverage for the settlement (BI, Feb. 21; Oct. 4, 1993; July 12, 1993).

If the settlement is approved by U.S. District Judge Sam Pointer in
Birmingham, Ala., Dow Corning will be the largest contributor, pay-
ing $2 billion into a fund from which women alleging injury from
breast implants could recover up to $2 million apiece.

Bristol-Myers Squibb Co. will pay $1.5 billion, and Baxter Health-
care Corp. will pay $556 million. Negotiations are continuing with
other implant makers.

GOP unveils Superfund plan

WASHINGTON-A new Republican Superfund reform plan would
abolish retroactive liability and institute a system of proportional lia-
bility for cleanup of polluted sites.

The Comprehensive Super*md Improvement Act of 1994 was un-
veiled last week by Sen. Bob Smith, R-N.H., and Rep. Bill Zeliff, R-
N.H. The proposal also would allow states to administer their own
Superfund programs without federal control and to establish commu-
nity advisory councils to make recommendations to the Environmen-
tal Protection Agency regarding cleanup and the future use of sites.

The New Hampshire lawmakers said cleanup has begun at only five
of the 17 Superflmd sites in their state.

Lawyer convicted of fraud

PHILAI)ELPHIA-A federal jury has convicted a Pennsylvania
lawyer on 124 fraud and money laundering charges for running a bo-
gus group health insurance plan that left more than $5.5 million in
unpaid claims.

Craig B. Sokolow, a Strafford, Pa., lawyer, was convicted this

Continued on page 22

Errors & omissions

« Christiania General Insurance Corp. is not being merged into
the non-life subsidiary of Norwegian insurer UNI Storebrand
A/S, as reported in the March 14 issue. Although ownership of the
New York-based insurer will be transferred to the non-life unit,
Christiania will continue to operate independently.

One Meridian Plaza owner
settles with contractors

By MICHAEL SCHACHNER

PHILADELPHIA-The owners
of One Meridian Plaza, the site of
the largest office building fire in
U.S. history, will receive slightly
more than $100 million in a settle-
ment of a massive negligence suit
against 15 companies that ser-
viced portions of the building's
fire protection system.

However, E/R Associates Inc.,
which owns the skyscraper, has

made no progress in resolving a
breach of contract lawsuit filed

last year by its property insurance
company, Aetna Casualty &
Surety Co.

Aetna sued E/R last year in fed-
eral Court in New York, claiming
the building's owner failed to re-
pair the building within a reason-
able time and then thwarted
Aetna in its efforts to step in and

begin restoring the complex,
which is still closed. This conduct

constituted a breach of E/R's $1
billion blanket property policy,
according to Aetna’' suit (Bl, Feb.
22, 1993).

The 38-floor downtown high
rise burned for two days in 1991,
killing three firefighters and in-
juring a dozen others as well as
destroying eight of the building's
tenant-occupied floors (Bl, March
4, 1991).

The settlement will be paid by
15 of the 16 defendants that re-
mained in the negligence suit,
which originally sought $400 mil-
lion from 21 companies that man-
ufactured, supplied, installed and
inspected standpipe systems, pipe

Continued on page 18

Rulings favor retirees
Employers barred from forcing union retirees to share costs

By DAVE LENCKUS

Two Michigan employers can-
not impose health care cost-shar-
ing requirements on about 4,000
retirees covered under collective
bargaining agreements, two fed-
eral courts have ruled.

Teledyne Industries Inc. and its
Los Angeles-based parent, Tele-
dyne Inc., are considering appeal-
ing a March 18 verdict from a fed-
eral jury in Lansing that prohibits
them from imposing medical
cost-sharing requirements on

3,300 union retirees from two
Muskegon, Mich., plants and their
spouses.

A federal judge in Detroit days
earlier imposed a preliminary in-
junction against Kelsey-Hayes
Co., which wants 800 to 1,000
union retirees and their spouses to
pay monthly premiums and de-
ductibles. A trial in that case is at
least a year away.

The plaintiffs and defendants in
both cases largely pinned their ar-
guments on the 6th U.S. Circuit
Court of Appeals' 1983 decision in

UAWus. Yard-Man Inc.

When a collective bargaining

agreement does not clearly state
whether retiree health benefits

are interminable or terminate
when the agreement expires, there
is an inference that the benefits
are interminable, the court said.

But, the court also said other
material must be considered as
well.

In the Teledyne case, the diverse
manufacturing giant in 1990 uni-
laterally imposed copayment re-

Continued on page 19

California law schools fear exodus of best teachers

Retirement offer too appealing

By JUDY GREENWALD

OAKLAND, Calif.-Famous for
making unprepared students
squirm, several senior law school
professors taking early retirement
may soon do the same thing to
their unprepared employer, the
University of California.

An early retirement plan de-
signed to cut payroll costs at the
University of California may
prompt a greater than desired
number of staff to retire from the

university's four law schools. Law

school officials are concerned that
retirements taken under the Uni-
versity's Voluntary Early Retire-
ment Incentive Program could
disrupt fall classes because of
their timing as well as budgetary
restraints in replacing the retiring
professors.

"It could get to be a really seri-
ous problem,"” said Lujuana
Treadwell, assistant dean at the
University of California at Berke-
ley School of Law.

While this is the third year
VERIP has been presented, the of-

fer has been enriched this year to
help the university cope with its
third straight year of state fund-
ing cuts.

Under this year's complex for-
mula, University of California
early retirees at most _ campuses
will be credited with an addi-
tional eight years of age and ser-
vice credits-compared with five
years of service credit in the pro-
gram's first two years-for calcu-
lating their monthly retirement

benefits under the university's de-
Continued on page 20

London market consolidation

Zurich Re to acquire Anglo American

By ADRIAN LADBURY

LONDON-Zurich Re (U.K.)
Ltd. could dramatically boost its
reputation as a leading source of
casualty coverage in London for
U.S. companies through its
planned acquisition of Anglo
American Insurance Co. Ltd.

Few details of the acquisition
announced last week are available

pending the negotiation of terms

Imside

« Contirued cooperation between insurance companies
and PRPs will eventually lead to true Superfund reform,
says one editorial this week. In a second editorial, Busi-
ness /nsurance thanks risk manager Frank Lubbers for
reminding us that employers must get involved in the fight

against AIDS. PAGE 8

« Demand from buyers has led to new terrorism cover-

between Zurich and Anglo Ameri-
can's controlling shareholder,
John Head & Partners L.P.

But it is clear that Anglo Ameri-
can would be absorbed by a newly
aggressive Zurich Re under the
direction of Dennis Purkiss, chief
operating officer of the Zurich In-
surance Co. subsidiary and ex-
managing director of Merrett Un-

derwriting Agency Management
Ltd.
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Departments

The combined operation would
account for a big block of U.S. ca-
sualty business that formerly was
placed in London with the H.S.
Weavers (Underwriting) Agencies
Ltd. line slip before its dramatic
collapse in March 1990 (BlI, April
2,1990).

Head & Partners bought Anglo
American, which wrote 45% of
the Weavers slip, in October 1989
from CalFed Inc. for about $100
miillion. After the demise of the

Continued on page 21

20
5
18
17

Insurance Services Guide 19

International

age options in the United Kingdom. PAGE 15

« India may privatize its insurance industry, but observ-
ers say rate and coverage reform must follow. PAGE 15

« Florida's high court has ruled that a teacher who had a
brain hemorrhage after arguing with a student deserves
workers compensation benefits. PAGE 19

Ticker

15
09

Vol.28, No. 13-Business insurance (ISSN 0007-6864) is published weekly
by Crain Communications Inc., 740 N. Rush St., Chicago, lll. 60611-2590.

Second-class postage is paid at Chicago, 111., and at additional mailing of-
fices. Canadian Post International Publications Mail Product (Canadian Dis-

tribution) Sales Agreement No. 0293512, GST No. 136760444. Printed in
U.S.A. Postmaster. Send address changes to Business Insurance, Circula-
tion Department, 965 E. Jefferson Ave., Detroit, Mich. 48207-3185; 800-

678-9595 or 313446-1611. Copyright 1994 by Crain Communications Inc.



Sedgwick illeg

By DOUGLAS McLEOD

NASHVILLE, Tenn.-State reg-
ulators are charging Sedgwick
James Inc. with illegally helping a
Utah entrepreneur buy its South-
ern American Insurance Co. sub-
sidiary in 1988 using the insurer's
own money.

Utah regulators had earlier
charged the buyer, Victor
Borcherds, with subsequently us-

ing millions of dollars of Southern
American's assets to benefit him-

self and several Utah resort busi-

nesses he controlled.

Southern American was ordered
liquidated in 1992 and reported a
deficit of more than $400 million
as of Sept. 30, 1993.

The Utah and Tennessee insur-
ance departments last week sued
Sedgwick James and three of its
former officers, charging that the
sale of Southern American vio-
lated state insurance laws and the
insurer's own corporate charter.

The regulators also allege that
Sedgwick James breached its fi-
duciary duties to Southern Ameri-

Business Insurance, March 28, 1994 / 3

ally sold insurer: Suit

can policyholders, mainly Fortune
500 clients of The Crump Cos.
Inc., a broker acquired by Sedg-
wick James' parent in 1986.

The suit seeks $11.5 million in
compensatory damages, plus an
unspecified amount of punitive
damages for the defendants' al-
leged "intentional, fraudulent,
malicious or reckless"” actions.

In addition to Sedgwick James,
the suit names Donald A. Thomas,
James M. Power and Sidney A.
Stewart Jr., who were officers of
Crump and Southern American at

the time of the 1988 sale. All are
now retired.

Quiill 0. Healey, chairman and
chief executive of Sedgwick
James, declined to comment on
specifics of the complaint, but
said: "We have done absolutely
nothing improper whatsoever."

"I'm quite confident, knowing
the history of our company, that
we acted properly,"” added Mr.
Power, a former Sedgwick James
senior executive vp.

Mr. Thomas, former president of
Southern American and senior vp

of Sedgwick James, and Mr. Stew-
art, former chairman of Crump
and vice chairman of Sedgwick
James, could not be reached.
Southern American, formed by
Crump in 1934, operated as an ex-
elusive market for Crump broker-
age clients until it was put on the
block in 1987, the year after
Crump was acquired by London-
based Sedgwick Group P.L.C. and
merged into Sedgwick James.
While several potential buyers
looked at the Memphis-based in-

Continued on next page

Plaintiffs winning fewer injury suits: Study

12 less angry men
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By SALLY ROBERTS

Big business groups, which have
had a hard time peddling their
tort reform ideas in Congress, may
have found a more receptive audi-
ence in the nation's jury boxes.

Jurors in all types of personal
injury cases are far more likely to
side with defendants now than
they were only five years ago, ac-
cording to a recent study.

Personal injury plaintiffs recov-
ered in 52% of the trials that went
to verdict in 1992, down from 61%
in 1987, concluded Jury Verdict
Research Group of Horsham, Pa.,
a firm that analyzed data on

about 90,000 jury verdicts nation-
wide.

Plans more likely to cover
abortions than contraceptives

By SALLY ROBERTS

VWASHINGTON-VWomen are
more apt to find that their em-
ployer's group health insurance
covers abortions and tubal liga-
tion than birth control devices, a
recent study finds.

This is not surprising consider-
ing that insurance has historically
covered surgical care and ilinesses
as opposed to preventive care,
said Rachel Benson Gold, senior
public policy associate for The
Alan Guttmacher Institute, a
Washington-based non-profit or-
ganization that conducts repro-
ductive health research, policy

analysis and public education.

Large group indemnity plans
and preferred provider organiza-
tions were the least likely to pro-
vide coverage for contraceptive
devices. Health maintenance or-
ganizations, on the other hand,
were more likely to provide cover-
age owing to a greater emphasis
on preventive care, the survey
found.

The data reflects that HMOs
come from a different tradition,
Ms. Gold said. "HMOs historically
have offered more comprehensive
coverage for preventive care than

their fee-for-service count-

erparts.”

Overall, AGI surveyed 189 com-
mercial health insurers, Blue
Cross & Blue Shield plans, health
maintenance organizations and
preferred provider organizations.
Its findings were presented at a
March 9 hearing by the Senate
Labor and Human Resources Sub-
committee on Aging on the impact
of health reforrm on women's
health care.

Of the health insurance plans
responding, approximately two-
thirds routinely cover abortions.
Specifically, 68% of the large
group indemnity and BC/BS

plans-those with at least 100 en-
Continued on page 7

INnNsurer ordered to continue benefits

DALLAS-Fidelity Security Life
Insurance Co. must continue to pay
medical benefits for a man with
AIDS even though his group health
insurance policy was canceled, a
judge has ruled.

The insurer's master policy stated
its right to cancel the group cover-
age at any time with 60 days' no-
tice, but that information was not
in the certificates issued to individ-
ual policyholders.

Michael Elder, a former counselor
covered under a group policy spon-
sored by the American Counseling
Assn., earlier this year sued Kansas
City, Mo.-based Fidelity and Albert
H. Wohlers & Co., the agency that
administered the policy, to keep
about $800,000 in medical benefits.
He said he did not know his cover-
age could be canceled and was
counting on $1 million in lifetime
benefits.

Fidelity has paid about $180,000
in AlIDS-related claims for Mr. El-
der since 1990. It canceled the

groun noliev in NNnvpmher riting

high health care claims costs.

In January, Mr. Elder and Park-
land Memorial Hospital, as a sec-
ondary plaintiu, sued Fidelity. They
charged, among other things,
breach of contract, deceptive trade
and violation of the Texas insur-
ance code. Mr. Elder, who lives in
Dallas, also sought a preliminary
injunction barring Fidelity from
discontinuing payments for his
medical treatment until the action
was settled.

In his ruling on the injunction
March 22, U.S. District Judge Rob-
et Maloney sided with the plain-
tiffs, saying Texas law requires cer-
tificates issued to policyholders to
include essential coverage features,
including cancellation provisions.

Mr. Elder's certificate contained
some information about the policy
but did not mention cancellation
terms. Mr. Elder's attorney, Cynthia
Leiferman, contends Fidelity can-
celed the policy because he has
AIDS. She has sought an expedited

trigl tn reRnlve the t.Nnrt. Alleerntinn=

and is amending the suit to charge

discrimination under the Americans
with Disabilities Act.

Judge Maloney ruled that Fidelity
should continue to pay the claims
because without medical care Mr.
Elder may die before the case can
go to trial.

Bradley J. Baumgart, an attorney
with Shughart, Tomson & Kilroy,
the Kansas City, Mo., firm repre-
senting the insurer, said the judge
ruled for the plaintfs because of
"the substantial emotional factor”

in the case.

Fidelity argued the injunction
wasn't necessary because Mr. Elder
could obtain coverage under a con-
version policy with new limits and
restrictions or receive treatment
paid for by public aid.

The only issue before the court is
whether the insurer had a right to
cancel the policy according to the
master group contract terms, which
it clearly did, according to Mr.

Baumgart.

R, rhrietine Wnnleou

That trend was evident across

various types of civil suits. Juries
ruled on behalf of medical mal-
practice plaintiffs 31% of the time
in 1992, down from 37% two years
earlier. In product liability cases,
the plaintiff success rate fell to

43% from 51%. And in commer-

cial premises liability cases, the
rate fell to 41% from 53%.

Among the factors contributing
to that change are increased pre-
trial settlements, extensive media
coverage of multimillion dollar
awards, and proliferating adver-
Using and publicity campaigns by
business groups.

"Insurance companies and busi-
ness have engaged in very exten-
sive advertising campaigns saying

the liability system is out of con-
trol," said Theodore Eisenberg, a
professor at Cornell University's
Law School in Ithaca, N.Y., who
has studied personal injury
awards. "It's sunk in.”

"I've interviewed lots of jurors
for medical malpractice studies
and have consistently found ju-
rors thought there was too much
litigation, that people were out to
get money. . .and that it is wrong,"
said Neil Vidmar of Duke Univer-
sity Law School in Durham, N.C.
The professor has argued that ju-
ries in medical malpractice cases
do not make large awards simply
because the defendants have
"deep pockets" (Bl, Jan. 10)

Continued on page 20

Bankers Trust's emergency child care program has cut employee absenteeism.

Child care investment

yields excellent returns
for Wall Street firms

By MICHAEL SCHACHNER

Sue Adler had just begun working as an executive secretary for
Morgan Stanley & Co. Inc. when the regular babysitter for her two

children quit without notice.

Without a clue where to find another Bitter, Ms. Adler turned to
a co-worker. who told her of the firm's brand-new emergency care

program for employees with dependents. She visited Morgan
Stanley's emptoyee benejits department to get information on the
program and within 15 minutes arranged to have a licensed care-
giver come to her home until she could locate a more permanent

sitter.

At 70'clock the next morning, a representative from Caregivers
On Call Inc. arrived at Ms. Adler's house to look after her children
until she was able to find a replacement several days later.

"If there is ever a time you don't want to rush a decision, it is

when you are searching for a person to carefor yourchildren, and
thanks to Morgan Stanley and Caregivers On Calt | was able to
take a few days to find the right person,"” she said.

Only four or five years ago, the words "work and family" were
rarely uttered in the same sentence at most of the large investment
banking houses. Long hours and making money were the norm-
sensitivity toward balancing work and family responsibilities

, was not.

=4 Continmued o page &S
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Sedgwick

Continued from previous page
surer, the best offer came from Mr.
Borcherds, a self-described bank-
ruptcy expert with no previous in-
surance experience: He offered to
pay $5.75 million for Southern
American and, unlike other poten-
tial bidders, did not demand that
Crump guarantee the insurer's loss
reserves. After various complica-
tions, including an attempt by Mr.
Borcherds to back out of the deal,
the Southern American sale was
closed in March 1988.

Mr. Borcher(is then moved the
company to Utah, liquidated more
than $20 rnillion of its government
bond portfolio and reinvested much
of the money in mortgage loans to
Utah resort developments he owned
with his wife, including a hotel, golf
course, water slide park and ski re-
sort (BI, April 15, 1991). These in-

vestments set the stage for Southern
American's failure: Utah regulators
objected to the mortgage loans in
1990 and told Mr. Borcherds to re-
place them with more acceptable as-
sets by year-end 1991.

When he was unable to do so, the
Utah department obtained a liqui-
dation order on March 26, 1992.
Utah relators later sued Mr.
Borcherds, his wife and other
Southern American officers, charg-
ing that they channeled millions of
dollars out of the insurer for their
own benefit (Bl, Feb. 8, 1993).

Along with loans to the
Borcher(is' resorts, Southern Ameri-
can paid millions of dollars of com-
pensation and dividends to the cou-
ple through a "shareholder ad-
vance" account between 1988 and
1992, Utah department court filings
alleged. The insurer also paid for
many of the Borcher(is' personal ex-
penses, including Mr. Borcherds'
Rolls-Royce and his wife's Mer-

cedes-Benz, court filings allege.

Regulators have since forced the
sale of the Borcherds' resort hotel in
Provo, Utah, and expect to receive
the bulk of the $6.1 million in pro-
ceeds. Sale of the water park and
Southern American's Provo head-
quarters building-a converted
dairy barn-should generate an-
other $2.6 million, according to
Douglas Monson, a lawyer with
Ray, Quinney & Nebeker in Provo,
mpresenting the liquidator.

As of last Sept. 30, the Southern
American estate reported total as-
sets of $13.3 million-including

some proceeds from the hotel sale
and receivables from other resort

units-and liabilities of $445.4 mil-
lion. The liabilities, however, in-
clude policy-limit claims from nu-
merous former Crump clients with

asbestos and pollution ecposures;
the insurer's ultimate liabilities are

expected to be far smaller.
Meanwhile, Mr. Borcherds is sep-

arately the subject of an investiga-
tion by federal authorities, including
the Internal Revenue Service,
sources familiar with Southern
American say.

Tena Campbell, an assistant U.S.
attorney in Salt Lake City, said she
could neither confirm nor deny the
edstence of an investigation.

Mr. Borcherds could not be
reached.

The Utah and Tennessee insur-
ance departments filed their suit
against Sedgwick James and its for-
mer oicers last Monday in David-
son County Chancery Court in
Nashville.

The complaint alleges that Messrs.
Borcherds and Thomas, seeking
Tennessee department approval for
the sale, told mgulators that the
$5.75 million purchase price would
be funded with a letter of credit
from Hill Samuel & Co. Ltd., a large

London bank.

Southern American would repay
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the bank with excess surplus at a
rate of $810,000 a year, and Mr.
Borcherds told regulators he did not
intend to take any additional funds
out of the insurer, according to the
complaint.

After Tennessee regulators ap-
proved the sale, though, Mr.
Borcherds tried to back out and was
sued by Crump. The two sides set-
tled, but when they finally closed
the Southern American sale on
Mamh 25, 1988, the financing bore
no resemblance to what regulators
had approved.

The day before the closing, Mr.
Thomas ordered the liquidation of
about $7 million in Southern Ameri-

can assets, with the proceeds depos-
ited in the insurer's account at Na-

tional Bank of Commerce in Mem-
phis, the complaint says.

The next day, the account was
debited to purchase three cashier's
checks totaling $5.75 million. The
checks were made out to Mr.
Borcherds, who endorsed them over
to Crump to pay for Southern
American, the complaint says.

In 1991 interviews, Mr. Thomas
and other Crump officials denied
knowing that Mr. Borcherds was us-
ing Southern American's own funds
to buy the insurer.

The regulators' complaint, how-
ever, charges that Messrs. Thomas,
Power and Stewart latew and ap-
proved of the transfer of the $5.75
million to Mr. Borcherds.

The three officials, working with
Mr. Borcherds, purported to turn
over control of Southern American
to him at the closing before receiv-
ing payment, allowing Mr.
Borcherds to remove the money
from Southern American's account,
the complaint charges.

Mr. Borcherds offered a similar
explanation of the closing in 1991
interviews: Crump officials turned
over control of the company without
payment and Mr. Borcherds then
formed a new board of directors
that authorized the issuance of the
cashier's checks, he said.

He said the three checks repre-
sented:

« A $3 million payment to him to
redeem 15,000 of Southern Ameri-
can's 25,000 preferred shares.

« A $2 million payment to acquire
the Provo building that later served
as the insurer's headquarters. The
building, which had been owned by
another of Mr. Borcher(is' compa-
nies, was later appraised at $1.25
million but is expected to bring only
$360,000 when it is sold by Utah
regulators.

- $750,000 to assume a construe-
tion loan that Mr. Borcherds previ-
ously made to his waterslide park.

These arrangements were not dis-
closed to Tennessee regulators be-
fore the closing, a violation of state
insurance law that renders the
Southern American sale "unautho-
rized, illegal and void," the regula-
tors' complaint charges.

In addition, the $3 million re-
demption of Southern American
preferred stock violated the insurer's
own corporate charter, the suit says.
The charter forbade such redemp-
tions if the insurer's surplus fell be-
low $12.5 million. Southern Ameri-
can's surplus at year-end 1987 stood
at $8.6 million, the suit notes.

Sedgwick James and the three of-
ficials also breac}led their fiduciary
duties to Southern American, its
policyholders and its creditors by
participating with Mr. Borchercis in
the unauthorized sale, the suit al-
leges.

Utah and Tennessee regulators
are seeking to recover double the
$5.75 million used to finance the ac-
quisition.

Charging that Sedgwick James'
acts "were either intentional, fraud-
ulent, malicious or mckless," the
suit also seeks an unspecified
amount of punitive damages. M



Participants in 401 (k) savings
plans do not change their invest-
ment allocations often, even when
they have unlimited transfer
rights, according to the prelimi-
nary findings of a recent survey.

Over the past 12 months, 54% of
1,100 respondents said they did
not make any changes in their
401 (k) investments. In addition,
29% more said they made only
one or two changes, according to a
survey by the Vanguard Group of
Investment Cos. of Valley Forge,
Pa.

Only 1 % of the survey respon-
dents said they made 10 or more
changes.

Among the remaining 16% of
respondents, 12% made three or
four changes, and 4% made be-
tween five and nine changes.

They survey also found that
most 401 (k) plan participants do
not like the prospect of making
plan investment changes using a
telephone voice-response system:
73% said they would prefer a
"live" operator's assistance, while
the remaining 27 % said they
would feel comfortable using an
automated system to make their
changes.

Far more respondents-48%-
said they would feel comfortable
using an automated system to ob-
tain account balance, price and
yield information. Still, more than
half-52%-prefer to obtain this
information from an operator.

Vanguard expects to release
complete survey results within the

next few months.

-By Daue Lenckus

CIGNA partnerships

In an effort to improve the
health of its 2.8 million members,
CIGNA HealthCare, the health
maintenance organization owned
by Philadelphia-based CIGNA
Corp., has forged a partnership
with Weight Watchers Interna-
tional and Smoke Stoppers that
permits HMO enrollees to join the
wellness groups at reduced rates.

Through March 31, CIGNA
HealthCare members in all re-
gions except Hawaii, New Hamp-
shire, North Carolina, Oregon and
the city of Philadelphia, can join
Weight Watchers for $12 as op-
posed to the nornnal enrollment
fee of $25 to $30. Participants also
receive a $1 coupon for a Weight
Watchers Smart Ones meal.

The promotion with Smoke
Stoppers, a division of the Na-
tional Center for Health Promo-
tion, allows CIGNA HealthCare
members to join a five-week
Smoke Stoppers Group program
Eor $145, a discount of $5 to $130,
depending on the member's loca-
tion. Members can also purchase a
26-day smoking cessation kit from
the company for $29, a savings of
more than $40 off the regular
price. There is no time limit on
this offer.

"Studies show that problems re-
lated to obesity and cardiovascu-
lar disease are costing the United
States approximately $140 billion
annually. These numbers can be
dramatically reduced through
better eating and exercise. Pre-
vention is the key to keeping
health care costs in line," said Dr.
Allen Schaffer, national medical
director with CIGNA HealthCare.

-By Michael Schachner

Ford shares profits

For the first time in five years,
Ford Motor Co.'s 152,000 domes-
tic employees earlier this month
received profit-sharing payments

Benefit Beal

averaging $1,350 per worker.

The profit-sharing allocations
were based on the Dearborn,
Mich.-based automaker's 1993
profits of $2.53 billion.

Since the profit-sharing plan
was implemented in 1983, Ford
employees have received a total of
$2.5 billion, or nearly $14,500 per
employee. Prior to this year, the
highest average profit-sharing
contribution in any given year
was $3,700 per person in 1987.

Ford made payments of about
$1,025 per worker in 1989, the
most recent year in which profit-
sharing payments were made.

The profit-sharing plan-which

Unionamerica
Insurance

Company

was renegotiated in 1987-is part
of a package of benefit and other
contract improvements promised
to members of the United Auto
Workers union in exchange for
wage concessions in the early
1980s (BIl, March 29, 1982).

-By Judy Greenwald

NHL pension ruling

The National Hockey League
and its longtime annuity company
must pay $45 million Canadian
($32.9 million) to hundreds of re-
tired NHL players, following a
ruling earlier this month by a Ca-
nadian court.

The ruling stems from a suit
brought in 1991 by seven former
players, including such stars as
Bobby Hull and Gordie Howe,

that alleged the league had mis-
used surplus pension assets.

The Ontario Court of Appeal
ruled that 21 NHL clubs, the NHL
Pension Society and Toronto-
based Manufacturers' Life Insur-
ance Co. improperly used surplus
pension funds to reduce their con-
tributions to a defined contribu-
tion plan instituted in 1986, and
to pay for contributions on behalf
of players who retired after that
date.

The defined contribution plan
had replaced a defined benefit
plan--a participating group an-
nuity programs written by Manu-
facturers Life-that was begun in
1947 and by 1986 had produced a
surplus due to higher-than-antici-
pated interest.

The recent decision, which up-

Unionamerica Insurance is

a leading reinsurer of both

Limited

casualty and property risks.
For more than two decades,

our company has been under-

writing business in the USA,

UK, Europe and worldwide.

Accumulated assets of over

$400m give us the strength

to tackle the unexpected and

the confidence to reach out

for innovative solutions.

The recent acquisition of

Unionamerica by a group of

American Investment Funds

Member of the LUC

gives our team of skilled
professionals additional scope
to grow with the ever-changing
market. And by moving

holds a 1992 lower court ruling
(BIl, Nov. 16, 1992), affirms that
provisions in the pre-1986 NHL
pension plan required any sur-
pluses to be used for the benefit of
retired players and no one else.

As a result of the ruling, which
the NHL will not appeal, all of the
$45 million Canadian award-the
amount the court deemed the
league used for post-1986 benefits
and plan contributions-will be
put back into the pension fund
and distributed among hundreds
of players who retired before
1986.

Named plaintiffs in the case
were Messrs. Howe and Hull, as
well as Allan Stanley, Andy Bath-
gate, Carl Brewer, Leo Reise and
Eddie Shack.

-By Michael Schachne,
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Child care

Continued from page 3

But as the high-flying 1980s
gave way to the family values-ori-
ented 1990s, the attitude that
work must take priority over fam-
ily started to subside at many
large corporations.

New York-based Morgan Stan-
ley is an example of a firm that
has responded with programs de-
signed to help employees deal
with the challenge of juggling
work and family.

Bankers Trust Co. is another

New York-based financial ser-

vices giant that has committed
substantial time and capital to
creating work and family pro-
grams that alleviate some of the
stress inherent to working and
raising a family today.

And, while emergency depen-
dent care is a benefit that is
clearly helping Morgan Stanley
and Bankers Trust employees
cope, the employers also reap ben-
efits in the form of increased pro-
ductivity, less absenteeism and
improved morale among their
workforces.

"Today's employees, especially
younger people, are asking how
they can make it all work. It's our
belief that companies that place
an importance on the balance be-
tween having a competitive edge
and a host of employee benefits,
including work and family, will
be the winners in the long run,”
said Molly Houghton, vp-corpo-
rate human resources with Bank-

ers Trust in New York.

Bankers Trust began exploring
emergency child care programs
after the firm's benefits, human
resources and senior management
personnel participated in infor-
mal meetings with employees over
several months in 1991.

The one thing that came
through loud and clear to Bankers
Trust executives during those
meetings was that employees were
desperate for some sort of help in
handling their dependent care
needs, but wanted to remain com-
mitted to their jobs.

The company then surveyed
1,400 employees at Bankers
Trust's Harborside Center in Jer-
sey City, N.J., to find out what
employees did about emergency
child care and what they would
prefer.

Among respondents, 59% said
they stayed home with their child
when regular care fell through.
Ninety-three percent said they
would use a corporate-sponsored
backup facility if one was avail-
able. And, maybe most convincing
to the company, Bankers Trust
employees reported a total of 121
missed days over six months that
were attributable to caring for
their children.

"It became obvious that people
were forced into making excuses
for not coming to work,” Ms.
Houghton said. "It translated into
dishonesty on the part of the em-
ployees and a significant business
loss for the company."”

Bankers Trust pondered the
idea of giving employees addi-
tional "child care sick days" but
quickly realized that such a plan
wouldn't solve the problem of em-
ployees not being at work, she
said.

"After looking around, backup
child care became the main op-
tion. We did some quick bench-
marking to see what was being
done at the time, and concluded
that we could do it cost-effec-
tively."

In April 1992, Bankers Trust be-
gan planning an onsite emergency
child care facility for its Harbor-

side employees. Immediately, it f

selected Children First Inc., a
Boston-based child care center
management firm, to staff and op-
erate the center when it opened.

Over the next five months,
Bankers Trust converted the secu-
rity offices at Harborside into a
care center that now handles an
average of 4.5 children per day. It
is open fromm 8 a.m. to 6 p.m.,
Monday through Friday, and as
needed on Saturdays. The center's
staff includes a director, an assis-
tant director and three teachers.

Beyond the standard complica-
tions of getting licenses for the
center, meeting the demands of
special-interest groups and hav-
ing security that ensures that chil-
dren do go home with their par-
ents, operating the facility has
posed few problems, said Ms.
Houghton.

Even risk management has been
relatively headache-free, she
added. "We played big brother

and had our vendor carry as much
liability protection as possible.
Our contract with them is struc-
tured to put us as far at arm's
length as possible from liability

'People were forced
into making excuses
for not coming to
work,' says Molly
Houghton.

without not doing the project at
all.”

Just six months after Harbor-
side opened, Bankers Trust ob-
tained 3,000 square feet in its
downtown Manhattan building
with the intention of turning it

into an onsite backup child care
center that it would share with

other Wall Street investment
houses.

After talking with about 20
companies, Bankers Trust, Credit
Suisse/First Boston Corp., Swiss
Bank Corp., J.P. Morgan & Co.

Inc. and Salomon Brothers Inc.
formed one of New York's first
consortium-based child care facil-
ities.

Each firm is a 20% owner and
operator in the center, which
opened last November and is
staffed by Children First. The
center has space for 29 children,
and so far, it has been a total sue-
cess, Ms. Houghton said.

Both the Harborside and Man-
hattan centers require a nominal
$10 user fee, "which doesn't affect

the bottom line, but is there just
to show that it's not one of those

freebies that often become out-
of-sight-out-of-mind."”

As the '90s began, a similar
story unfolded at Morgan Stanley

& Co. Inc. in New York.

Employees began conveying to
management their concerns about
emergency child care, which was
a new issue for the company, ex-
plained Deborah DeCotis, manag-
ing director.

"It wasn't until the late 1970s
that women began entering the
banking field, and at the time
their focus was career first and
family later. Now, with both men
and women working in most
cases, there's a different ap-
proach. Career to the exclusion of
family is not a healthy recipe.”

To cover the "universe of de-
mand,” Morgan Stanley decided
to offer company-paid emergency
child care services that provide
in-home care for employees' chil-
dren through Lynbrook, N.Y .-
based Caregivers On Call.

And now, Morgan Stanley is in
the process of arranging an onsite

Continued on next page
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Child care

Continued from previous page

or near-site facility for its Midtown
Manhattan employees with a con-
sortium of employers. Children
First would operate it.

Plans like this "are good business
decisions that are well worth the
cost,” Ms. DeCotis said. "Just the
cost of lost time is devastating, and
when you consider the stress this
program alleviates along with re-
duced turnover, it's invaluable."

The Caregivers On Call plan is
open to employees eligible for bene-
fits and offers up to 80 hours per
year of in-home care.

Employees must pre-register for
the plan with both Morgan Stan-
ley's benefits department and with
Caregivers On (sll. Once regis-
tered, employees can call the ser-

vice and have someone assigned
within four hours.

AT PROPFPERT Y

Call your independent agent or broker who represents Kemper. ]

Of Morgan Stanley's 4,800 New
York-area employees, approxi-
mately 150 have registered for the
program, but usage has totaled less
than 1% of all employees, said
Nancy Montgomery, a communica-
tions and implementation analyst,
who recently returned from the
firm's Los Angeles office, where the
same program was started for the
company's 60-person oEfice there.

"l think programs like these are
real acknowledgments of the stress
work and family responsibilities
can create. It's not uncommon for
corporate environments to be such
that it's questionable to talk about
family concerns. While these plans
are big steps forward that are tre-
mendously appmciated, they're not
charity. There's a clear business
reason behind doing it. They allow
people to come to work and be fo-
cused," said Karol Rose, a principal
with benefit consultant Kwasha
Lipton in Fort Lee, N.J. ‘DI

Follow the Leader

Accounting for needs

Ernst & Young offering Saturday child care services

Employees at Ernst & Young who have young chil-
dren are finding the often taxing time leading up to
April 15 a little less stressful this year.

About 30 of the New York-based accounting firm's
100 offices in the United States have set up a Satur-
day child care program for those employees finding it
difficult to balance family responsibilities and the
need to put in the extra hours on the weekend duling
the tax season.

With the help of The Partnership Group, a Lans-
dale, Pa.-based work/life management firm, Ernst &
Young employees can bring their kids to either an on-
site or near-site child care facility depending on
available space, said Tanya Doughty, diversity man-
ager at Ernst & Young. Most centers are open from 8
am. to 6 pm.

The Saturday child care program has had a "fabu-
lous response" from employees, Ms. Doughty said.

INSURANCE

Kemper showed
Stanley how to get

insurance and new

sprinklers for the cost
of insurance alone.

We told The Stanley Works we
could save them a lot on premiums for
their international property exposures
-if they'd upgrade some fire protection
systems.

But funding for loss control was an
issue. So we worked A/:A
with Stanley Risk
Manager John C. S<br
Calkins to develop a 1 AL-t/

deductible funding

program. This allows John C. Calkins, Director

Stanley to capitalize on  Risk& Insurance Mgmt
their good loss record. And that makes
funds available-which Stanley is using
to help pay for new sprinkler systems.

At Kemper, we know there's
always more than one way to solve a
problem. And we look at property
insurance with the same innovative
thinking that makes us a leader in other
commercial coverages.

From big international companies
like Stanley to smaller companies across
the USA, many businesses have profited
from Kemper's creative and cost-effective
property solutions. Because today
more than ever, it pays to be creative.
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Since Jan. 8, about 1,000 children have been cared for
and an expected 1,500 will be cared for by April 9,
when the program ends.

While no total implementation costs have been de-
termined, "the total cost to the firm is well under
$100,000," she said. "We feel we more than recoup
the cost.”

Employees who might not have been able to work
all day Saturday before are able to now. R has im-
proved efficiency and decreased stress, Ms. Doughty
said.

"We know that the busy (audit and tax) season is a
fact of life. We were looking for ways to alleviate
stress" for employees, she said.

In 1993, Ernst & Young offered the program as an
experiment in six of its offices. Due to the response,
29 of5ces are now participating in the program.

-By Sally Roberts

Coverage

Continued from page 3
rollees-cover abortion, while
67 % of the PPOs and 70% of the
HMOSs provide the coverage.

Eighty-six percent of the large
group health plans, PPOs and
HMOs surveyed routinely cover
laparoscopic tubal ligation, the
study found.

On the other hand, only 33% of
the large group health plans sur-
veyed routinely cover oral contra-
ceptives, while 41% of the PPO
plans did so. The survey found
that 84% of the HMOs provide
such coverage.

Intrauterine device insertion is
routinely covered by 26% of the
large group plans, 25% of the
PPOs and 86% of the HMOs. The
cost of IUDs themselves are only
covered routinely by 18% of the
large group plans, 21% of the
PPOs and 47% of the HMOs, the
survey found.

Twenty-one percent of the large
group plans routinely cover dia-
phragm fittings, while 23% of the
PPOs and 81% of the HMOs rou-
tinely cover the fittings. However,
only 15% of the large group plans
cover the cost of diaphragms,
while 17% of the PPOs and 52%
of the HMOs cover these contra-
ceptives.

Twenty-eight percent of the
large group plans cover the inser-
tion of Norplant contraceptive
implants, 32% routinely cover
Norplant removal and 24% cover
the cost of the actual implants.

Of the PPOs surveyed, 29% rou-
tinely cover Norplant insertion
and 33% routinely cover the re-
moval, while only 17% routinely
cover the actual implants. Of the
HMOs surveyed, 59% cover Nor-
plant insertion and 58% cover the
removal, while 44% routinely
cover the actual implants.

Of the large group health plans
surveyed, 39% cover injections of
Depo-Provera, a synthetic hor-
mone that prevents conception.
Thirty-five percent of the PPOs
routinely cover the injection,
while 74% of the HMOs surveyed
provide such coverage.

Of the health plans surveyed,
96% of the HMOs routinely cover
contraceptive counseling as op-
posed to 24% of the PPOs and
22% of the large group indemnity
and BC/BS plans. Likewise, 90%
of the HMOs surveyed routinely
cover preconception risk assess-
ment compared to 42% of the
PPOs and 43% of the large group
health plans.

Free copies Of the study results are
available from The Alan Guttma-

cher Institute by calling 202-296-
4021.
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OpimNnlionNns
Superfund pact promising

r| HE DEBATE over Superfund reform took a promis-

1 ing turn earlier this month when a group of insurers
and businesses unveiled a proposal to bring more equity
and predictability to the controversial law.

While we're not ready to endorse what remains an
outline rather than proposed legislation, the mere fact
that insurers and potentially responsible parties could
agree on a reform agenda is in itself promising.

The proposal, drafted by the Washington-based Coali-
tion on Superfund, is designed to limit the Superfund-
generated insurance coverage litigation that has done
nothing to promote the cleanup of hazardous waste sites.
It is a significant improvement over the plan put forth
by the Clinton administration a few weeks ago. While
the coalition proposal would retain the controversial En-
vironmental Insurance Resolution Fund contained in the
administration plan, it also would provide safeguards to
ensure the fund doesn't simply become an invitation to
adverse selection.

As envisioned by both the administration and the coa-
lition, property/casualty insurers would pay a special
tax to create the fund. PRPs would submit claims for
pre-1986 liabilities to the fund, which would then pay
them a portion of the total claim. In return for accepting
the disbursement, the PRP would lose the right to sue
underwritens. Under both proposals, PRPs that refused
the fund's offer, sued in court and subsequently failed to
recover at least as much as the fund initially offered
would have to pay a portion of the insurers' legal fees.

The coalition's vision of the EIRF is far better than the
adrninistration's. Under the coalition's proposal, the
fund wouldn't pay out a single cent until 85% of the
PRPs announced within a certain, though as yet unspec-
ified, period that they would accept money from the
fund in lieu of litigating. If 85% didn't sign on, the fund
would dissolve and it would be litigation as usual.

The administration proposal was built upon no such
principle. Insurers say the Clinton version of the fund

would attract PRPs with weak claims while those with

stronger claims would seek more complete compensation
in court.

The coalition proposal would also put more teeth in
the penalties for PRPs that decline an offer and then lose
in court. PRPs that walked and lost would be responsi-
ble for as much as 50% of the insurers' legal costs and
fees, rather than the 20% under the Clinton plan.

However, the coalition proposal would saddle P/C in-
surers with potentially heavier taxes to fund the EIRF

AIDS, HIV and employers

E COMMEND Frank Lubbers for speaking out

about the reality of AIDS. The former Nations-
Bank Corp. risk manager has helped all of us put a
face on this epidemic sweeping our planet.

We need to recognize all those who are suffering
from the human immunodeficiency virus and com-
nnennorate thern as they succunnb to cornplications
arising from acquired immune deficiency syndrome.
Those individuals are our friends, neighbors, rela-
tives and, yes, even colleagues.

Employers have a duty to use the opportunity to
educate employees about the risks of contracting HIV
and the many misconceptions about it. Yet only a
handful are meeting this challenge.

Perhaps part of the problem is that homosexuality
and sex-two topics strongly associated with con-
tracting the disease-are taboo subjects in the work-
place. Yet, it wasn't long ago that drug abuse and
work/family problems were also subjects to be
avoided during work hours.

Employers are making great strides in recognizing
the needs of the changing workforce and in develop-
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ing programs to handle problems their employees
face. Addressing the reality and the risks of AIDS
will help identify it as another important issue for
working Americans.

After all, employers stand to lose much if the AIDS
epidemic continues to indiscriminately claim lives.
The disease is robbing Corporate America of its most
productive workers. According to the federal Centers
for Disease Control and Prevention, AIDS is the
leading cause of death among people age 25 to 44.
Even worse, as the AIDS epidemic claims adoles-
cents, it threatens to deprive employers of a future
workforce.

Education is a powerful weapon to prevent the
spread of the disease. It's not diHicult, as we've re-
ported, to adopt an education program. Among the
best programs are those at Digital Equipment Corp.
and Levi Strauss & Co. (BIl, Oct. 7,1991).

We thank Mr. Lubbers for telling us about his bat-
tle with this deadly disease and for reminding us that

it is everyone's responsibility to help stop the spread
of AIDS.
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Malpractice

Continued from page 1

health care market, as well as the
continued swift movement toward
managed care arrangements.

Insurers view medical malprac-
tice, hospital professional liability
and related coverages as profit-
able lines these days, brokers say.
In fact, some insurers are looking
to increase their malpractice ac-
counts in an attempt to offset
meager underwriting results in
the commercial property market.

"It is perceived to be a profit-
able line for big insurers today.
It's not uncommon to get 12 or 13
quotes on a piece of business,"
said Richard Pfeiffer, vp of health
care facilities at St. Paul Medical
Services, a unit of St. Paul,
Minn.-based St. Paul Fire & Ma-
rine Insurance Co.

St. Paul is the largest U.S. un-
derwriter of hospital professional
liability and medical malpractice,
with about $500 million in premi-
ums annually.

"There is more capacity and
there are more players than three
years ago. It seems like every
month a new insurer wants to un-
derwrite" medical liability cover-
ages for health care organizations,
Mr. Pfeiffer said.

Commercial insurance compa-
nies that exited the medical mal-
practice arena during the last
hard market are interested in sell-
ing the coverage again, said Pete
Henning, senior vp for PHICO In-
surance Co. in Mechanicsburg, Pa.
Insurers also are expanding the
number of states in which they
underwrite medical malpractice
and professional liability cover-
age.

"As long as companies are mak-
ing profits that exceed the aver-
age property/casualty profit line,
they'll want to underwrite this
coverage," Mr. Henning said.

But not all observers see new in-
surers entering the market. "In
the major commercial market, |
don't see that many additional
players," said Janice Hackett,
managing director of Willis Cor-
roon's Health Care Concepts unit
in Nashville. However, she added,
insurers and physician-owned
mutuals that historically have
only written coverage for physi-
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cians are now "aggressively" pur-
suing the hospital market.

Some observers caution that
while hospital professional liabil-
ity losses are stable, physician
medical malpractice losses are be-
ginning to rise.

Physician "malpractice claims
have begun to rise again after sev-
eral years of reduced losses," re-
ports rating agency Weiss Re-
search Inc. of West Palm Beach,
Fla.

"Physician claims typically
show a growth in frequency a few
months ahead of hospitals," re-
marked Judy Hart, deputy na-

tional director of Alexander & Al-

exander Services Inc.'s national
health care division in St. Louis.
But, she noted, "There has been a
little bit of an increase in fre-
quency for hospitals; it had been
going down. Severity has re-
mained the same.”

It is difficult to get an accurate
handle on insured malpractice
and related losses because about
60% of all health care losses fall
within providers' self-insured re-
tentions, Ms. Hart pointed out.

Buyers are benefiting from the
heated competition, yet most are
not switching insurers unless
there is a service problem, Willis
Corroon's Ms. Hackett said. "Buy-
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ers appreciate a stable market-
place. But, while the insurance in-
dustry considers the pricing very
soft, | don't think all the insureds
feel their pricing is dirt-cheap.”

"Buyers are benefiting, but they
are skeptical. They've ridden the
cycle before, and some are reluc-
tant to make changes. They worry
that new players and start-up op-
erations may not be there if the
market turns," said Mr. Pfeiffer of
St. Paul.

Brokers and insurers are assum-
ing there eventually will be an-
other turn-but probably not as
severe as during the mid-19805.
While frequency and severity

rates are generally stable now,
"we would expect frequency to
come up again," especially if in-
jured parties become more aggres-
sive in bringing claims, Mr. Pfe-
iffer said.

Insurers insist they are achiev-
ing rate increases of 3% to 5%
thds year, but brokers say rnost
risks are renewing at or below
1993 rates.

"l keep hearing talk about up-
ward pressure on pricing, but |
haven't seen the first risk where
market forces pushed a price up-
ward. If the price of a risk in-
creases, it is because the risk has

Continued on nezt page

We started in business with the goal of providing both producers and insureds with an alternative to

unresponsive, inflexible, or volatile directors and officers liability markets.

Since then, we've introduced a series of product innovations that have met many critical, and cur-

rent, demands by the buyers of D&0 insurance. The result is coverage that is highly relevant to specific

industries, responding to timely legal, regulatory, and competitive issues.

T

For example, we revised the standards for Healthcare D&0 industry-wide by dramatically broaden-

ing coverage and introducing entity coverage to this category. We wrote financial institutions, and were

willing to offer regulatory coverage, when other providers were in outright retreat from this class of busi-

ness. At the same time, our claim service is widely regarded to be prompt and forthright.

Looking for a D&O0 partner who will stand by you? Contact your agent or broker, or Executive Risk
Management Associates, 82 Hopmeadow Street, Simsbury, CT 06070-7683, 203-244-8900.

Executive Risk Management Associates is

an underwriting manager for The Aetna Casualty A

and Surety Gompany, Executye Re ndemyity e, Méitidetiient Associates
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Over the 5-year life of the con- of its substanbal contnbuttons to
tract, which took effect m Febru- the company's bottom line P/C res u ItS
ary, the agreement wlll be worth Compared to their competitors, lion, while it had increased a
$35 bilhon, Mr Bell said both Travelers and MetLife am rel- Continued from page 1 slight 0 3% for all of 1992
Blues and elsewhere m 1993, as was CIGNA HealthCare Inc, reported atlvely small players in the man- ready destined to be a tough * Policyholders surplus for the
the realization of reduced costs $463 milhon moperating mcome m aged care marketplace Travelers year," said Peter M Mahon, se- 27 companies reporting that data
with the move to managed care 1993, up from $420 milhon m 1992 had 678,000 enrollees in both nior insurance industry analyst increased 10 7% to $5847 from
"We saw trends really drop m '93 And, glven that the 1992 hgure 111- HMOs and pomt-of-service plans with Piper Jaffray Inc in Minne- $52 84 billion This compares with
and drop much faster than anybody cluded $108 milhon in one-time tax last year It could not break out apolis a 38% gain in policyholder sur-
prolected," Ms Barrish said "We're gains, the Insurer's performance im- HMO hgures alone MetLife had "The catastrophe events of the plus during the nine-month pe-
seeing different trend patterns m proved signiftcantly in 1993, ac- 300,000 enrollees m HMOs and 11 first quarter don't seem to be mod, and a 2 6% increase for all of
different portions of the country cording to R Chris Doerr, senior vp milhon m POS plans enough at the present time to rad- 1992
and by product hne, but we're see- and chief financial officer for Cl- Travelers last year also held un- ically change pricing | think that « The aggregate combined ratio
mg trends in every product Ime GNA HealthCare successful discussions with New compames should view the cur- improved to 111 8% from 118 2%
drop " On the mdemnity side of Cl- York Life Insurance Co about a rent environment as the environ- a year earlier The ratio had im-
Charles T Bell, semor vp of GNA's product line, higher income merger of managed care operations ment they'll have to operate in for proved to 1128% in the first nine
Aetna Health Plans, a umt of Hart- was driven m large part by the de- KIT Hartford Life Insurance Co, some time to come," Mr Mahon months of the year
ford, Conn -based Aetna Life & Ca- cline m medical cost inflation, on the other hand, is pulhng out of said The 118 2% combined ratio in
sualty Co, had a similar view of while earnings on the HMO side the group insurance health market "As long as the economy is sta- 1992, which was inflated by Hur-
1993 "It wasn't that long ago that more than doubled to $142 milhon The insurer said m September that ble and the legal system is stable, ricane Andrew, compared with a
people were saying, 'Gosh, health in 1993 from $68 milhon in 1992, it would transfer ItS health insur- companies just sort of plod along 110 5% ratio in 1991
care costs are inflating at double- due largely to "sigmflcant growth" ance business to Massachusetts Mu- and only raise their prices on the Many analysts said fourth-
digit rates' " But across Aetna's m CIGNA's HMO member base tual Life Insurance Co (Bl, Sept lines that have bad, bad losses," quarter 1993 insurer results were
health care product hnes, rates of Management of medical costs, 20, 1993) The transfer started this said Gordon Luce, an analyst with unremarkable
inflation declined last year by 8% lower administrative costs and dis- year As Hartford's health insur- Brown Bros Hamman & Co in "l don't think the fourth quarter

to 9%, Mr Bell said, and are now at ciplined pricing also contributed to ance business comes up for renewal New York
their lowest levels smce 1984

was down 51% in the first nine
months of the year to $9 87 bil-

Life/health

Contznued from page 1

really tells you very much from
Increased HMO earnings, Mr Doerr it is renewed on Mass Mutual's Property/casualty insurers' the standpoint of industry dynam-
Aetna reported core earnings of said, adding that quality care also books, a Hartford spokesman said 1993 results look better than 1992, ics or prospects,” said Ron Frank
$345 milhon m its hfe and health wlll contribute to future earnings "We were a mid-sized player m primarily because of reduced ca- of Smith Barney Shearson in New
insurance and services segment for gains the market," he said "We think tastrophe losses as well as real- York "It was a relatively quiet
1993, up from $249 7 milhon m Travelers Corp 's 1993 group hfe that with health care reform, you ized capital gains quarter from the standpoint of cat
1992 Of 1993's hfe and health and health earnings stood at $122 7 either need to be a pretty big player Net income for the 23 insurers losses In that respect, it will be
earnings, about $294 milhon came milhon, compared with a $28 9 mil- or a real niche player in the mar- surveyed by Business Insurance far more interesting to see where
from health plans hon loss in 1992 The 1992 results ket” that report that information in- the ultimate losses land m terms
The downward trend in health had been affected by restructunng Boston-based John Hancock Mu- creased 71 3% to $5 82 bilhon last of first-quarter cats
care cost Inflation and the contm- reserves, additions to real estate re- tual Life Insurance Co reported an year, from $3 75 billion m 1992 "| certainly did not see anything
ued shift toward managed care are serves and accounting charges earnings increase last year, with This compares with a 36 2% in- in terms of the renewal season or
related, said Mr Bell, adding that Hartford, Conn -based Travelers pretax earnmgs of $20 3 milhon in crease for 24 insurers in the first results that indicated any signifi-
their impact is being felt mdustry- IS engaged m discussions with Met- its group hfe and health and long- nine months of 1993 to $5 12 bil- cant dynamic change in the un-
wide ropolltan Life Insurance Co about term care area, compared with $8 2 lion from $3 76 billion in the com- derwriting cycle (or) the pricing
In 1993, Aetna had 15 milhon to- the possibility of establlshing alll- milhon in 1992 parable period of 1992 (BI, Nov environment,” said Mr Frank
tal enrollees, with 54 milhon m ances among their health care oper- The Principal Financial Group 22, 1993) Clearly on the casualty side,
managed care plans Although abons, though neither company last reported a dechne in operating stat- In 1992, insurers' net income things seem to be fairly quiet," he
managed care enroliment was up week would comment further utory earmngs from 1992 The Des fell 44 2% compared with 1991 noted "There continues to be a
from 35 milhon a year earher, the New York-based Met Life Insur- Moines, lowa-based Insurer posted levels (Bl, March 22, 1993) handful of compames that talk
insurer changed its calculation ance Co posted group life and earnings of $785 milhon in group Other results for the surveyed about upper single- or even lower
methods last year, so the 1993 total health earnings of $257 milhon in life and health bumness for 1993, companies double-digit increases in some of
enrollment flgure isn' t directly com- 1993, up from $220 milhon in 1992 down from $98 5 milhon m 1992 -Net written premiums in- their lines of business, but it's not
parable with 1992 "An mereased "We think Travelers is trymg to "The bulk of the differences are creased 2 3% to $84 76 billion uniform and you don't get the
percentage of our book of busmess sell their health insurance bum- lust accounbng transactions, basi- from $82 9 billion in 1992 This sense it's indicative of any broad-
and also an Increased number of ness," said Bob Eicher, a principal cally," said Mark Movie, second vp compares with a 18% increase in based or sweeping turn of any
our book of' busmess are movmg with consultant A Foster Higglns and actuary for The Principal "For the first nine months of 1993, and kind "
mto managed care plans,” Mr Bell & Co Inc m New York "Travelers all practical purposes, our financial a 2 9% dechne for all of 1992 Perhaps the most that could be
said still has a lot of large accounts But performance was a httle bit better . Underwriting losses fell said for many companies' results
Also m 1993, the Department of the problem IS, to stay m business than last year" 26 5% to $10 44 bilhon from $14 2 was that they met their own mod-
Defense awarded Aetna the lucra- they need to update their claims The Pnncipal also is seeing con- billion a year earher This com- est expectations, Piper Jaffray's
tive contract to administer the system and Invest more m building tmued movement toward managed pares with a 12 1% drop for the Mr Mahon said
managed care plan for the CHAM- their (managed care) networks | care "We're seeing a constant first nine months of 1993, and is a "Even the companies that did
PUS program m Cahforma and Ha- don't think the chairman of Travel- movement of our traditional fee- far cry from the hefty 667% in- have favorable earnings surprises
wall About 700,000 milltary per- ers wants to make those invest- for-service customers Into managed crease in underwriting losses for m the fourth quarter met with a
sonnel and their dependents are ments " care plans,"” Mr Movie said "We're all of 1992 level of disinterest by the market,
covered under the portion of the Other observers, though, say it is hopmg to retain as many of those . Investment income decreased because insurance stocks are not

program that Aetna wll adminis- unlikely Travelers willl sell its people as we can through our own 4 4% to $13 17 bilhon from $13 77 in real favor at the moment "
ter health Insurance bumness because managed care operations "

The strong 1993 earnings of many

billion in 1992 Investment income Continued on page 14

insurers and positive projections for

1994 "should not be viewed as a

- Combination Safe Deposit

- Mail Insurance
WHY CAN'T ) o
- Loan Serving Liability

- Lender Liability
-Civil Money Penalties

COMMUNITY BANKS

GET ALL THE LIABILITY

- Stop Payment

PROTECTION - Transit Cash Letter

THEY NEED2 No single provider makes it

this easy to get everything a

Community Bank needs. If you
The courtroom is no place to
discover that your D&0 habillty policy stacks up against ours,
coverage doesn't cover you as call your agent or broker, or
anticipated. Our policy includes Executive Risk Management
real coverage for Employment Associates, 1-800-226-2722.
Practices and broad protection Executive Risk
against civil money penalties

And we've shortened the

want to see how your current

Management Associates is an
underwriting manager for
application process to one, The Aetna Casualty and Surety
combined application for all of Company, Executive Re

the following: Indemnity Inc, and Executive

- D&0 coverage Re Specialty Insurance

- IRA/Trust Company.

- Financial Institution Bond

- Filduciary . )

- Kidnap and Ransom Executive Risk
Management Associates

A

sign of things to come but rather a
unique situation m which the cost
factors were held under control by
a relatively low level of health cost
increases," said Tmothy W Clark,
a director in the Insurance Rating
Services Unit of Standard & Poor's
Corp m New York

The uncertainty over health care
reform has prompted S&P to take a
negative outlook on the future of
the health insurance Industry

"Insurance companies are belng
forced to make some pretty signift-
cant strategy bets," Mr Clark said,
but they're malang those bets with-
out the beneht of complete mfor-
mation on a finished national
health care plan

Mr Clark said S&P considers two
questions m loolnng at a health In-
surer in hght of where health care
reform is heading Will that Insurer
continue to have a business, and
wall that insurer be able to continue
to generate reasonable profits on a
nsk-adjusted basis

Among the larger insurers, "the
Investments m managed care have
been largely made, and frankly
they're m a better position for a re-
form environment that would in-
clude some form of managed com-
petition," he said

Chnstme Wootsey also contnbuted
to thzs story

- Non-cancelable.

- Admitted carrier backed by

stable reinsurance

WHAT'S

SO ATTRACTIVE We make it easy to acquire

ABOUT OUR these important protections by
dedicating underwriting and

NON-PROFIT D&02 administrative staff solely to

Non-Profit D&O. Turnaround 15
fast (within 24 hours), efile,ent,
We developed our Non-Profit and responsive
D&O0 to address the specific legal Find out for yourself.
and administrative issues of Contact your agent or broker or
Executive Risk Management
- Coverage for all employees, Associates, underwriter for
volunteers, and committee letna D&0,82 Hopmeadow
members, not Just directors Street, Simsbury, CT 06070-
7683, 1-800-677-5442
Executive Risk Management
bills come m, not only after Associates is an underwriting
settlement. manager for The Aetna Casualty
- Can provide full pnor acts and Surety Company, Executive
Re Indemnity Inc, and Exeeu-
tive Re Specialty Insurance
Company.

serious concern to non-profits.

and officers.

- Payment of defense costs as

coverage
- Covers insured person vs
insured person actions
- Coverage for the orgamzation
and theinsured persons.
- Employment
Practices (optional).

Executive Risk

A
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AND SEES A CONTROLLED MULTINATIONAL
INSURANCE PROGRAM TO COVER THEM.

At Home Insurance, we specialize in protecting
businesses against risks others may overlook.
Working closely with our claims and loss control

professionals, our underwriters find insightful solutions

to complex business problems. With a network of

eksusNESs /,1/9
associates in 62 countries on 5 continents, and a ) )
global insurance alliance with Trygg-Hansa SPP, we
make sure you're covered against the unexpected,
worldwide. Ask your broker, or call 1-800-TEL-HOME.
WE SEE RISK BEFORE RISK SEES YOU.
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Summary of major property/casualtv insurers' 1993 results

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

Corporate Property/casualty operations
Percent Net Porcent Pretax Percent Protax Porcent Percent
Consolidated Net increase Combined' Combined"’ premiums increase underwriting Increase investment increase Policyholders Increase
Rank revenues Income (decline) ratio ratio written (decrease) income (loss) (decline) income (decrease) surplus (decrease)
1993 1993 1993 1992-1993 1993 1992 1993 1992-1993 1993 1992-1993 1993 1992-1993 1993 1992-1993
1 USF&G Corp. 3,243,000 165,000 489.3 109.42 117.22 2,429,0002 3.7 (226,000y 39.2 433,0002 (8.8) 1,541,000 5.0
2 The St. Paul Cos. Inc. 4,460,172 427*69-374.6-1-04772-118.22-3,1-78»5 1.1 (150,255) 73.5 - 646,396 0.6 1,814,377 10.2
3-Coat,haftal-Cor*. 5,1 /3,700 Liu,000-350.9--108.92-—-113.6- 4,52U,400- 11.9 (405,4UU) 30.3 514,3UU* (8.1)-1352,000-3.7-
4-Rdliance Ins. Co. and subs. 2,962,819--73,525-366.2 110.8 114.11,770,597 14.9--(175,565) 19.9-226,517 133-902,290-5.2-
5 CNA Financial Corp. 11;010,000-267,500-180.9-126.62 -1443-6,3705000'-(0:5)-(1,697,0007-39.9-1;038,000*-(13.5)--3;600,000-14.6- *
6 ITT Hartford Group Inc. 10,066,000 493,000 166.3 105.1-133.3-061,000 7T9-(345,000) 62.0-703,000 (15.9)-3731*000 10.2-
7-BerkshireHdthaway Group 1,032,287 - 340,561 45.2 o5.4 116.4 /42,/02 0.4 29,96U 127.5 3/5,946 6./ 11,529,000-10.5--
8 TIG Holdings 1,879,000 (12770-00)-383--T26T-62-1-32,12--1,583,00-0 1.9 (417,000) 1910-240,500 864>»>0-123
9 SAFECO Corp. 3,537,818 428,778 37.7 99.5 104.1 2,000,165 9.9 9,848 113.7 277,643 (1.1) 1,557,360 -8
L10 American International Group 20,134,656 1,938,773 17.0 100.12 102.42 10,025,903 9.7 10,391 105.3 1,340,480 7.1 N/A N/A
11 General Re Corp. 3,560,200 711,300 8.2 101.52 --1082-2,524»0- 7.5--(36,500) 82.4 755,600 3,835,600- -11.1
[12-Sentry insurance Cos.' 1,5671977 76,931 2.8 106.7 106.1 1,216,139 (6.0) (75,033) 7.3 -1/8,531 2.5 961,012-14-63
13-0Old ReObilic Int'l 1,736,312 175,147 0.2 106.0 108.1 876,083 9.5 (67,515) 12.0 170,1152 (1.9) -17180,036 11:0
[14 Argonaut Insurance Co. 390,708 91,345 (1.0) 99.22 104.22 25@©632-(10.8)-7,8702- -166.9-106,3222 (4.4)- 5837124 13.8-
15- llincoln National Corp. 8,289,806--318,906-(11:2)-107:5-fle-f,766*00--(11.8) (133,800) 49.6 250,600 (12.6) -1;654;900-16.6
[16 Ohio Casualty Corp. 1,669,775 86,985 (11.7) 110.32 108.021,*0671382-(13.41=7147,306) (12.6) 190,395 (2.2) 713,565 5.8
17 CIGNA Corp. 18,402,000--234,000 - --(30.6) 137.4 131.3 4,229,000 (12.2) -(1;631;000)-7f.-667,000-(1<Sy-1;610,000-6.8-
8_Royafer0up(U'S. subs.2 N/A-59»00-(4674) 1174' 118.5*-1,645,000 6.0-- (293,000) 298,000 (9.2) 889,000 .3
19 Fremont General Corp. 651,405 42,710 -(45.7)-101:2--1051-455,667 10.0 (5,356) 76.1 6/,441 3.6 221,657 36.3
80-C"™ibb Corp. 5367,160--324,2-06-(473)-114782-1-011'--332-100 8.6- (535,100)-+957.5) - 533,700 8.1-1,794,100 or—
21 -H@*6Fd Steam Boiler 636,100 9,500 (76.9) 107.6 99.5 344,500 -—- (1.9) (26,400) - -(1,566.7) 29,300 (6.4) 259,100 -(15.8)-
22 Home Insurance Co. 2,70*06-(165,000)-(545.9)-1-28.12 115.62-1,875,000 1-93-754@00)-(156-0)-246,000 (9.9) 900,000 (54)
23-AdtLife & Casualty Co. 17,117,700 (365,9007753.4) 116.1' 126:22-4516,400'-(8.1)-(169,100) 20.4 829,400 (4.4 2,678,800 - 24.3
- Commercial Union Ins.(U S.) N/A N/A N/A 106.82 1042 1,528,400 5.5 (131,500) 7.1 190,100 1.6 939,700 8.8
---Nationwide Mutual Ins. Co.’ N/A N/A VA 10/.9 112.0 1,226,792 5.3 - -(661,669) 30.7 865,002 1.1 3,993,105 8.3
- Kemper National Ins. Cos.” N/A N/A- A-1-09.9-112,9-3,141,815 0.9 -(316,025) 1.8-314;680 (14:4)-17880,771 1.6-
--LibeHylutal-Ins. Co: N/A N/A N/A- 114.4 119.7--5,715,888 (3.3) (767,709)-- 27.0-1,009,931 (6.6) 3,194,082 8.8
- Travelers Insurance Cos. N/A N/A WA 119.8 127-4- 3,595,700 (3,5)-(724,660) 35.4 676,100 (3.6) 4,108,792 27.0
Cumulative 125,497,529 5,816,864 71.3 111.8 118.2 84,763,997 2.3 (10,439,984) 26.5 13,173,399 (4.4) 58,471,571 10.7

'After dividends *Statutory '‘Before dividends N/A-Company did not provide data

ReS U ItS ca;zltal gains in their bond portfo- ing to be coming through the in- der investment gains is National drew "are showing us just what
come statements for most compa- Assn of Insurance Commission- potential exposures exist, and
These insurers realized their nies this year," said Michael Crall, ers' risk-based capital guidelines, how much industry capital can be
Continued from page 11 capital gains at particular times president of Argonaut Insurance which take effect with 1994 re- eaten up in one major disaster,"
Operating results seem to have to offset the impact of the pro- CO in Menlo Park, Cahf sults (BI, Feb 14) he observed
been fairly healthy with the nota- longed soft market as well as their Furthermore, "~as long as the Because insurers will need to As for whether catastrophes
ble exception of some specific catastrophe loss problems, said stock and bond markets remain have more cash available or re- will harden the market, "It cer-
write-offs and charges, said Alan Mr Ward where they are, there's going to be served, less will be available for tainly is possible that could have
Levm, senior vp with Standard & Observers are not particularly less opportumty for capital gains, investments, said Joanne Morns- some effect, but the Industry has
Poor's Corp in New York optimistic about this year so overall, it looks like the indus- sey, pnncipal with Firemark Con- resisted" rate hikes fueled by ca-
"But the Industry typically does "Barring a malor exogenous try's going to produce poorer re- sultants in Parsippany, N J tastrophe losses so far, Mr Lewis
have a lot of extraordinary write- event, such as a catastrophe loss sults for 1994 than for 1993," he What's more, insurers will be in said "We haven't seen a clear in-
offs and charges, so this sort of or a major shift on the environ- said a bind because, at a time of low dication that cat losses have led to

supports our contention that fi- mental front, | really don't see it A moderate spike in interest interest rates, they would ordi- casualty rate increases "
nancial results for the industry as likely that you're going to see rates in the first quarter ate away narily turn to higher-yield invest- Bamng some "monumental new
are not very healthy," said Mr major change in the industry,"” whatever cushion of unrealized ments like junk bonds But the record-breaking catastrophe," ca-

Levin said Smith Barney's Mr Frank capital gains on bonds that insur- nsk-based capital guidelines re- tastrophes will not trigger higher
Results did vary widely, though, Some companies continue to ers carried into 1994, said Mr stnct junk bond holdings rates this year, said Mr Ward of
Mr Levin said For instance, shrink and pull out of hnes of Ward Declining investment income Ward Financial Group "l don't

American International Group business, "but unfortunately in "What that means is '94 is going will not cause the market to see it happemng in a big way until
Inc reports it had a "record year,” many cases that simply means to be a lean year for investment harden Immediately, analysts at least'95 "

while Aetna Life & Casualty Co there's more capital to be applied income™ and capital gains, he caution Other analysts also see no im-
posted a $365 9 million loss for to the remaining business," he said "If '94 continues to be lean "Sooner or later (low interest mediate turn in the market

the year after taking a $1 13 bil- said "It doesn't really take cam- for investment income and lean in rates) will result in some positive There IS unlikely to be any turn
lion charge in the fourth quarter, tal out of the system " terms of pneing, it can be a flat rate action, but that could still be in pricing this year, said S&P's

primarily for additions to reserves "The bottom line is you need to year at best for the industry " quite a ways down the road," said Mr Levin "There's always the
(Bl, Feb 14) have a very certain set of circum- SAFECO's Mr Yonker count- Michael Lewis, first vp with Dean chance it will happen, but there's
Still, preliminary data indicate stances, | think, to have any real ered that the recent rise in inter- Witter Reynolds in New York nothing that we see that implied
that the overall property/casualty prospect of major change at this est rates would actually benefit Similarly, Superfund legislation that it is happening "
industry posted a 107% combined point, or even significant change,”" SAFECO could eventually influence the "My scenario is that throughout
ratio last year, which is better said Mr Frank SAFECO was concerned about market cycle '94 and '95 you'll start to see some
than the 109% that A M Best Co "We think things will go from the redemption of bonds at low If changes in Superfund causes improving conditions," but these
had prolected in December, said bad to worse," said Best's Mr interest rates because, although insurers to add significantly to will be relatively moderate, said
Senior Vp John H Snyder Snyder The industry's first-quar- such a move creates favorable environmental reserves, "maybe Duff & Phelps’' Mr Klauber

That strong showing indicates ter combmed ratio is expected to capital gains, SAFECO must pay that could change pricing but that He said he foresees no dramatic
that the "industry's probably go- exceed 116%, while at the same taxes on the gains and then rein- would affect more '95 than '94 the turn soon unless environmental
ing to continue to be able to tread time insurers are discovering ad- vest the proceeds at lower interest way the legislation is looking," habilities really get forced on 1
water at this rate for several more ditional environmental habilities, rates said Adam Klauber, an analyst some of the compames "
quarters,"” he said "Companies he said "We feel that, from the stand- with rating agency Duff & Phelps Different segments of the mar-
for the most part are not in a des- "The industry's slowly being point of investment income, this in Chicago ket will harden moderately at dif-
perate situation yet, and we need backed into a corner here," said bond market decline is really ben- For this year, though, the real ferent times, but there will not be
a little desperation to get some Mr Snyder It has been able to efiting us We'd Just as soon give wild card may be catastrophes the dramatic rate increases of the
meamngful improvement in this "pull a rabbit out of the hat from up some of the unreallzed gains "If we can't even predict some- past two cycles, said Gary Ran-
industry's profitability " time to tirne thanks to the robust we had m our portfollo” in order thing that is as rational as the in- som, senior vp at Conning & Co

To John L Ward, chief execu- bond markets and equity mar- to "get some better yields on our surance market cycle, | don't in Hartford
live officer of investment bank kets " But now, "It's finally run- investment " think we're very good at predict- There are signs already of rate
Ward Fmancial Group in Cincin- ning out of room, and a lot of Even if interest rates do con- mg the likelihood of natural di- hardemng for small commercial
nati, the better-than-expected re- companies are going to start tinue upward, investment income sasters," said Argonaut's Mr business packages, he said But
sults "make you wonder what the learning to make money the old- will not grow as rapidly as it once Crall rate hikes for larger commercial
components of the earnings were, fashioned way, which is by under- did, noted Gloria VVogel, first vp "l don't think irs really relevant policies are "probably more than
because '93 was really a pretty writing " with Lehman Bros in New York whether we'll see more or fewer a year away "
tough year " One malor factor expected to Insurers are rolling over portfohos catastrophes,” said Dean Witter's "Optimism is hard to come by

Realized capital gains were one put pressure on earnings this year from years ago that had much Mr Lewis More intriguing, he given that some of the conditions
factor, said Mr Ward "l think is lower investment income higher rates, so "you still don't said, is the industry's exposure to that prevail today have been in
there's no question that a number " Everybody's going to be have the cushion of investment in- such losses place three or four years and
of the companies were managing squeezed to some extent by lower come like you once did " If nothing else, the Los Angeles nothing's happened so far,"” said
earnings through the timing of Interest rates, and that's really go- Another factor that could hin- earthquake and Hurricane An- Argonaut's Mr Crall
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INTERNATIONAL
U.K. terrorism coverage options increase

By ADRIAN LADBURY don-based brokerage subsidiary comprise simply lust high-risk re- Minet offers international ter- are available, Mr de Boeck ex-
of The St Paul Cos Inc, is mar- gions or buildings," said a Pool Re rorism insurance to its multina- plained

LONDON-Two hne slips are keting the larger of the new hne spokesman tional ellents that covers several The other, smaller hne slip has
being launched in the London in- slips as an alternative to Pool Re Pool Re offers unlimited cover- countries Tony de Boeck, man- been arranged by Lloyd's reinsur-
surance market to provide much It is aimed at small and midsize age ager in Minet's international de- ance specialty broker Alwen
needed coverage for terrorism-re- buyers that find Pool Re's rates Minet limits the coverage to a partment, said that after the dis- Hough Johnson Ltd This slip is
lated property losses in Britain too high and conditions too re- first-loss basis, which enables the appearance of open-market cov- aimed at insurers and IS comple-
At the same time, Pool Re, the strictive, the broker said buyer to select how much of the erage in the Umted Kingdom, pol- mentary to the government-
Bntish government-backed rem- Pool Re calculates its rates risk is covered under the pohcy icyholders asked the broker to de- backed pool It offers up to 1 mil-
surance pool for property losses based on four geographic zones The ability to cover only a certain velop an alternative to the govern- hon pounds ($1 5 million) in ex-
caused by terrorism, is making its The highest rate of 144% of the proportion of a nsk makes the ment-sponsored pool cess-of-loss remsurance and IS
coverage more flexible and so- value of the insured property is coverage more cost-effective, ac- "It may not provide sufficient prirnarily intended to help policy-
phisticated in response to buyer charged in central London, while cording to Minet coverage for very big companies, holders manage their accumula-
dernands urban areas outside central Lon- The coverage is written by but it certainly is an alternative to tion of insured risks The coverage

Pool Re was created m late 1992 don are charged a rate of 072%, Lloyd's and London market un- Pool Re and offers selectivity of is led in Lloyd's of London
after the Assn. of British Insurers rural areas are charged 018%, derwnters, which wlll offer up to cover which Pool Re cannot give "Reinsurers will not seek to in-
introduced a terromsm exclusion and Scotland, Wales, Devon and 5 million pounds in hmits ($7 4 Buyers can pick and choose which fluence the appropriate terrorism
in most commercial property poll- Cornwall pay 009% milhon) per primary policy Ex- properties they want to cover and rate on original business, but
cies for losses in Britain (Bl, May The policyholder must insure all cess limits of 15 milhon to 20 mil- at what levels," he explained rather offer protection for an
17, 1993, Dec 28,1992) of its property "to ensure we have lion pounds ($22 3 milhon to $29 8 While Minet does not offer un- event involving more than one in-
Minet Group PLC, the Lon- a balanced portfoho that doesn't milhon) also are available hmited coverage, reinstatements Continued on page 16

Employers still see claims rising

India may open markets . o oweuit

Insurance buyers hope for rate and coverage flexibility _ _
fails in U. K. court

By KATE McILWAINE +BAR#NI-BZ*.ab.

BOMBAY, India-International insurers and re- .. »F , By ADRIAN LADBURY ley had suffered no work-related
insurers are gearing up to establlsh loint-venture *. 4 injury
companies in India, following a report to Parlia- LONDON-A British High According to Lace Mawer-the
ment favoring the privatization of the insurance Court ludge for the second time in Manchester-based law firm repre-
industry six months has rejected an em- senting Volex Group and its em-

However, some analysts say reforming the In- 1. ployee's repetitive strain imury ployers hability insurers, Sun Al-
dian insurance market will not satisfy risk manag- SWF&m 1 5 11 claim, but risk managers and in- hance Group PLC and Iron

ers' needs unless the current rate structure- surers do not believe the court de- Trades Insurance Co Ltd -Judge

which does not allow experience rating-is ,Cisions w111 stem rising num- Savdl relected the argument put
changed, and tight controls on deductibles and - 1_ 3 A d ‘%O,Th rA f:gn%- It_h ’—[ rh ’b [ﬂ? é/‘ée
other insurance arrangements are removed Ccor |ﬂg e Sgﬂ '6 a S ef ee a_ﬂ | Ie %use

The Indian government last year appointed the oL _ ish Insurers, claims related to up- she has pain, and she could only
former governor of the Reserve Bank of India, : , per-hmb disorders are now the have pain if there had been harm
R N Malhotra, to head the Insurance Reforms ; o1 third-largest group of employers' Like the Judge in a similar Octo-
Committee and recommend changes to the current E PO habihty claims in the Umted ber 1993 ruling, Judge Savill said
insurance system, which was nationallzed in 1971 3 T>< Kingdom this was a "back-to-front argu-

Mr Malhotra's recommendations were intro- i The latest available statistics ment "
duced in Parliament Feb 28 and so far are sup- from the U K Health and Safety "1 have been aware of (such in-
ported by Minister of Finance Manmohan Singh, Executive show that 74,000 repet- -uries) for 20 years or so, and we
said Som Malumdar, the Sydney, Australla-based itive strain injury cases attnbuted have carefully momtored the pos-
manager of the Southeast Asia and Middle East to the workplace were reported in sibility of it,"” said Glynn Jones,

regions for GIO Reinsurance, a division of insurer 5
GI1O Australia Ltd

England and Wales in 1991 These health and safety manager re-
cases resulted 555,000 lost work sponsible for 10 plants at Volex

The committee recommends that days in 1991, with an average of "And all the employees in this

« India's four regional insurance subsidiaries- , f,

19 lost days per case particular division are given a let-
National Insurance Co Lid of Calcutta, New In- Last week, High Court Judge ter explaimng what to do if they
dia Assurance Co Ltd of Bombay, Oriental Insur- Photo by Peter M Miller/image Bank David Savill ruled that Susan expenence aches and pains If the
ance Co Ltd of New Delhi, and United India In- With the government encouraging foreign investment Bradley, a Volex Group PLC symptoms persist over a week,
surance Co Ltd of Madras-operate indepen- in this market of more than 800 million people, insur- employee whose Job involved they must go to the nurse, who
dently from the government-owned General In- ers await the opportunity to write coverage in India. wrapping wires, was not suffering may then refer them to a doc-
surance Corp of India from tenosynovitis, an inflamma- tor The question is, what is
* Foreign insurers be allowed to operate in In- from estabhshing a captive or assuming the de- tion surrounding the tendons RSI? Tenosynovitis does exist, but
dia if they estabhsh joint ventures with Indian in- ductible levels it desires And the Indian company Judge Sav111 found that Ms Brad- Continued on next page
surers and the Indian companies retain the malor- is unable to participate in the global programs
ity ownership placed by its parent

* GIC become a reinsurer, and the government Furthermore, even though Hindustan Lever has SWi SS ra i IWay S uffe rS

ownership of GIC be reduced to 50% GIC)'s Mr not had "a big claim for 57 years," it has received
Malumdar said 20% of every risk would still be re- no premium credits for its good claims record, he

insured through GIC if the Malhotra recommenda- said m o r'e a CCi d e n t I OSS eS

tions are accepted After India nationallzed the insurance industry
« The Ofhce of Controller of Insurance operate in 1971, it establlshed the Bombay-based GIC in
as the regulatory authority independentfrom GIC 1973 and consohdated 108 insurance compames DAENIKEN, Switzerland-A cal defect has been excluded as a
Mr Malhotra's committee fell short of recom- into the four regional GIC subsidiaries train collision in Daeniken, Swit- potential cause of the swerving of
mending abohtion of the premium rate structure GIC acts as reinsurer for its subsidiaries and as- zerland, that killed seven people the crane, which was mounted on
Even if the Malhotra recommendations were Im- sists them in investing funds, controlhng expenses and seriously injured 14 others train wheels but had been Idle, a
plemented and more independent insurance com- and other functions March 21 IS the second major ac- spokesman for the Swiss Railway
panies were operating in India, all policyholders GIC's non-life gross premium income in fiscal cident in two weeks for Switzer- said
would still pay the same rates under the tariff 1993 was $12 bilhon, according to a report that land's national railway system The railway system has a 50
structure, said T Ramaman, chairman of the In- Coopers & Lybrand prepared for Australia's QBE Property damage from the latest million Swiss franc ($34 9 million)
dian Institute of Insurance & Risk Management Insurance (International) Ltd colhsion hkely wall total between self-insurance fund for any claims
“And that's not fair * The Indian market offers great opportumties for $2 milhon and $3 million, said Ul- arising from the accident
However, he welcomed the report, saying in- insurers and reinsurers, GIO'S Mr Majumdar rich Rothhard, director of the On March 8, a train derailed
creased competition and flexibillty in rates, terms said India's population of more than 800 milhon, transport insurance division of and exploded in Zurich, Switzer-
and insurance arrangements would be "good for the increasing disposable income of Indian work- Berner Versicherungs A G in land, causing an estimated $21
the country " ers, and foreign investment in the country contrib- Bern. million dollars in insured prop-
He believes that after privatization, the tariff ute to its attractiveness to foreign insurers The Three train cars were demol- erty damage Three people were
structure, set by the Tariff Advisory Committee, Indian government is encouraging foreign Invest- ished when a 35-ton crane, owned injured in that accident (Bl,
eventually would be removed The TAC controls ment in industries like mining, construction, oll, by Switzerland's National Rail- March 14)
premium rates and pollcy wordings telecommumcations and steel, he said way System, swerved from a Offlcials say the Daeniken acci-
Mr. Ramaman, who also is group controller-risk GIO Reinsurance established a representative nearby track where switching was dent is the worst since Sept 1,
management for Bombay-based Hindustan Lever office in Bombay two years ago headed by Paresh being repaired An investigation is 1984, when six people died and 24
Ltd., which is wholly owned by Umlever Corp, R Malmundar That office acts as a haison office under way to determine what were injured in a two-train colli-
said the current system prevents his company Continued on page 16 caused the crane to swerve

mon in Martigny-Bourg
Neither human error nor techni- Runnn 7 -me Mr, L=
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Terrorism

Continued from previous page
sured (risk). The product is aimed
primarily at medium to small port-
folios and is applicable to insurers
whether they are members of Pool
Re or not," said Hugh Price, execu-
tive director at Alwen Hough
Johnson.

Meanwhile, Pool Re is enhancing
the coverage it offers.

Pool Re Chairman Eric Coward
explained that it has introduced a
form of stop-loss coverage for in-
surers of residential blocks of

RSI

Continued from previous page
the way we monitor it, it gives us a
gmat chance to help the person”

Risk managers reacted as eau-
tiously to last week's High Court de-
cision in Leeds, Yorkshire, as they
did to last October's seemingly
groundbreaking ruling (Bl, Nov. 8,
1993).

AnNd insurers insist that reserves
for RSI claims will not be reduced as
a result of the decisions.

The RSI| debate heated up in Octo-
ber when High Court Judge Plosser
dismissed a high-profile RSI claim
brought by Rafiq Mughal, an ex-Re-
uters Holdings P.L.C. desk editor.

In that case, the judge said the evi-
dence had not convinced him that
Mr. Mughal had suffered from RSI
because of alleged negligence by Re-
uters and that the plaintiff was more
likely the victim of mental rather
than physical problems.

Employee groups and trade unions
were infuriated by the ruling, which
appeared to cast doubt on the valid-
ity of all RSI-type claims.

But, despite the certainty of the
decision, risk managers and insurers
said they felt the ruling was extraor-
dinary and would probably not be
followed in other courts.

Only three months later, it ap-
peared they were conect after a rec-
ord 79,000 pound ($117,591) settle-
ment was paid to former Inland Rev-
enue typist Kathleen Harris, who
blamed typing injudes for the loss of
income for the previous two years.
Ms. Harris was represented by her
union, the Inland Revenue Staff Fed-
eration, which said it had 150 simi-
lar cases in the pipeline.

"RSI is a phrase which is mislead-
ing and confusing to both the medi-
cal and legal profession," said Nigel
Roden, senior litigation partner at
Lace Mawer. "These two decisions
indicate that the judiciary at least
are obtaining a better understanding
of the condition.”

That confusion among profession-
als and the fact that most of these
claims are settled produced the
muted response among risk manag-
ers and insurers.

"There is a lot of evidence to show
that them am a lot of problems in
this ana, and it would be foolish to
ignore the potential. Our members
should proceed with great caution,”
said Alan Fleming, chief executive of
the Assil of Insurance & Risk Man-
agers in Industry & Commerce Ltd.

"Bearing in rnind there have been
negotiated settlements, such as the

Inland Revenue case earlier this

year, | do not think mierves will be
released,"”
ager of the ABI's liability depart-
ment. "The vast majority of these
cases am negotiated (out of court),
and as with all legal cases, it de-
pends on the particular Circum-
stances of each case. | suspect insur-
ers will be reluctant to change their
practices in general, but | suppose

said Victor Ranee, man-

it's a pointer in the opposite dime-
tion," Mr. Ranee pointed out. |

apartment buildings. Residential
coverage was fiercely criticized as
too expensive by the Assn. of Insur-
ance & Risk Managers in Industry
& Commerce. The coverage is avail-
able excess of 500,000 pounds
($744,000), 1 million pounds, 2.5
million pounds ($3.7 million) or 5
million pounds ($7.4 million).

Mr. Coward also said he is work-
ing on simple rate-mduction plans

to credit policyholders for loss con-
trol efforts.

"We should be able to offer re-
ductions of, say, 10% to take ac-
count of simple risk management
measures like film on windows, reg-
ular surveillance of properties, that
sort of thing." The pool is also "tin-
kering" with its business internlp-
tion coverage by considering longer
periods of coverage, he said.

Pool Re will announce its 1993 fi-

nancial results on May 13. EIl

INTERNATIONAL

INndia

Continued from previous page

for GIO clients in the area, however,
and is not authorized to write busi-
ness in India.

Although the Malhotra report does
not support abolition of the Tariff
Advisory Committee, the plan would
allow more frequent tariff reviews in
light of claims experience, Mr. Ma-
jumdar said. The report also said the
TAC should include community and
insurance industry representatives,
and should be controlled by the in-
surance commissioner instead of the
government-owned insurer.

QBE, which had an Indian office
until nationalization in 1971, is anx-
ious to re-enter the market as a di-
rect underwiter, said Neil G. Drab-
sch, company secretaiy and chief fi-
nancial officer in Sydney.

IfYou Want To

Make A Point,
You Have To Hit

The Right Target.

If William Tell had missed the apple on his son's head and
hit a pear instead, one of the world's most famous musical
compositions might not have been written. The same principle

applies to your advertising. If it doesn't reach the right target

audience, it will not be heard at all.

That's why advertisers who want to reach corporate risk and

benefits managers, CEOs, CFOs - buyers of insurance,

reinsurance and health care products and services - rely on

Business Insurance. No other weekly newsmagazine targets

those who manage the risks of doing business better than BL
And no other newsmagazine is read more regularly by these
decision-makers*. More than 145:000**readers rely on the

comprehensive coverage of Business Insurance for insight into

the issues and trends that effect how they protect their companies'

employees, property and bottom line.

Our coverage of RIMS - the Risk and Insurance Management
Societfs annual meeting - are among the issues most highly read
throughout the year. That makes these four issues of Blthe ideal
place for you to aim your selling messages. So set your sights on

all four of Bl's RIMS issues. They'llhit your target every time.

QBE's regional development man-
age in Asia, Dan Carroll, and Ray
Hick, general manager of interna-
tional operations, visited India in
January to discuss the mport with
Mr. Malhotra.

Mr. Drabsch said he expects that
any joint venture between QBE and
an Indian partner would be a public
company, with QBE required to in-
jed: $30 million in capital. QBE also
would want management control.

QBE's former Indian company had
its $1 million AustpliAn ($711,000 at
the current exchange rate) worth of
assets frozen when the industry was
natior,li,«L Although it was "not a
small szim to lose," QBE is confident
that the political climate in India has
changed sufficiently to diminish the
risk of nationnlization of assets, he
said.

QBE wants to see a market "with
no commercial restraints,” he said.

The Indian government is "moving
quicker than we epected" and the
Indian market may develop faster
than China, Mr. Drabsch said.

Ross Bovill, managing director of
Sedgwick Asia Pacific Ltd. in Sin-

gapone, said brokers also could oper-
ate in the Indian market if the rec-

ommendations become law. Cur-
rently, brokers in India only operate
as consultants on a fee basis. How-
ever, reinsurance brokers may oper-
ate in the Indian market

Deregulation is "very exciting for
the insurance industry worldwide
and for Indian commercial/industrial
insurance buyers," Mr. Bovill said
Sedgwick plans to monitor the situa-
tion closely.

GIO's Mr. Majumdar said the Mal-
hotra report is now being circulated
among the Indian opposition politi-
cal parties to seek their support.

Continued on nert page
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Continued from previous page

In addition to other political par-
ties, formidable opposition also is
coming fmm the All-India Insurance
Employees' Assn., a trade union with
about 80,000 members. The union
opposes the report because the pro-
posals are a risk to its members' em-
ployment in the government-owned
msurance companies.

There is "a lot of opposition from
employees who want to retain the
present structure, but | don't think
the government will agree," said Mr.
Ramaman.

Mr. Bovill said Indian insurers are
not permitted to be computerized be-
cause of the threat to employment.

In addition to msistance from state
workers, other important issues, like
compulsory coverage, must be over-
come, he said. Indian insurers are re-
quired to underwrite policies like
flood coverage for faimers, though

they lose money on those policies. In
addition, they must invest a certain
amount of their funds in government
securities, though better interest
rates are available elsewhere.

It will be at least a year before for-
mal legislation is in place to deregu-
late the Indian insurance industry,
GIO's Mr. Majumdar said. Once that
occurs, a regulatory body would
have to be established before foreign
companies could form their joint
ventures with Indian insurers or
other Indian-based companies.
"We're in the transition stage now."

QBE's Mr. Drabsch expects the In-
dian government to overcome oppo-
sition to the Malhotra report. "There
will be internal problems, but we ex-
pect those to be resolved. Commer-
cial forces and public pressure mean
it is "to everyone's advantage to have
diversity of product and lower
prices," he said. m
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No CGL policy cover
for pollution claim

SAN DIEGO-The California
Court of Appeal dealt policyhold-
ers a blow when it ruled that gen-
eral liability coverage for personal
injury does not respond to costs
associated with pollution cleanup.

The ruling last month from the
4th Appellate District overturned
a trial court ruling in Titan Corp.
us. Aetna Casualty & Surety Co.
The court rejected Titan's argu-
ment that environmental contami-
nation at a New Jersey facility
constituted personal injury under
the company's 1985 CGL policy.

The court said Titan's policy
"unambiguously declared that it
would not pay for either bodily

injury or property damage when
the cause of such injury or dam-
age is pollution.” To allow the
policyholder to collect on its in-
surance simply by re-labeling the
damages a personal injury, which
covers, among other things,
"wrongful entry or an invasion of
the right of private occupancy,”
would render the pollution exclu-
sion meaningless, the court said.

San Diego-based Titan has been
seeking coverage for state-man-
dated cleanup costs at the New
Jersey facility, where ferrite pro-
duction produced sludge and solid
waste materials.

Laura Foggan, a partner in the
Washington law firm Wiley, Rein
& Fielding and counsel for the In-
surance Environmental Litigation
Assn., said the ruling is important

RIMS Preview - April 11th

Ad Closing: March 30th

Highlighting upcoming events and

sessions of the 32nd Annual RIMS
Conference in New Orleans induding

a special "take out" section full of

information for conference attendees.

Captives/Risk Manager of The
Year - April 18th

Ad Closing: April 6th

This issue, distributed at the RIMS
conference, profiles the 17th annual
Risk Manager of the Year and the
Risk Management Honor Roll and
also includes our exclusive Directory

of Captive Managers.

RIMS Report: Employee Benefits
& Workers Comp - April 25th

Ad Closing: April 13th

81 editors will provide an in-depth
perspective on the issues and trends
highlighted at the RIMS employee

benefits & workers comp sessions.

RIMS Report: Risk Management -
May 2nd
Ad Closing: April 20th

This final, comprehensive look at

the RIMS Conference will detail the
presentations and conclusions of the

RIMS risk management sessions.
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icy is being addressed by courts.

they have not paid.”

enters liquidation

timately be able to pay all claims.

lion as of Dec. 31, 1993.

Insurance Department.

Missouri department.
This, along with discounting of

the Insurance Department says.
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for spill settlement

River. A tank car in a Southern

Pacific train fell into the river,

river (BI, July 29, 1991).

cleanup and restoration costs of

million retention.

Los Angeles.
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Settlement

Continued from page 2

valves, smoke detectors and other

firefighting apparatus.
Stephen Cozen of the Philadelphia
law firm of Cozen & O'Connor,

which represented E/R in its negli-

gence suit, said he believes the $100
million E/R has secured from the

service companies should help Aetna

and E/R reach a settlement on in-
demnification for loss of rental in-

come, maintenance costs and a plan
for reconstructing the building.
Aetna has a subrogation interest in

the settlement, up to the amount it

has indemnified E/R for its losses.

What "Aetna pays (E/R) is up to
them, but with some $100 million on

the table, negotiations can only be

helped along. | know the parties are
anxious to settle," Mr. Cozen said.

Henry Daar, a partner with Kos-
tow & Daar in Chicago, which rep-
resents Aetna, said that while "l al-
ways hope a case will settle, whether
or not that will happen we don't
know. At this point we're still in dis-

covery moving toward a trial."

Mr. Daar said E/R and Aetna are
not prepared to settle their coverage
dispute at this point. "From Day
One we've run into questions about
environmental cleanup, what can be
repaired vs. what cannot, and how
much should be paid. There have

Rates: Display class#ied is $136,00 per column inch, minimum of one inch. Straight c:ass*d
is $12.00 per line, minimum Of 5 lines. Count 34 characters per line (include each space and
punctuation as a character). Additional $18.00 chargefor all blind box ads. Only those responses
whichijit into a business size envelope will beforwarded. Responses areforwarded daily.

been no agreements so far."

To date, Aetna has paid E/R about
$28.5 million of an original $51 mil-
lion claim for the cost of stabilizing
the building after the fire. Aetna has
also paid an unspecified portion of
E/R's claim for lost rental income.
These payments were made prior to
Aetna's lawsuit. No payments have
been made since.

Meanwhile, E/R and reinsurance
broker Bailis & Co., in whose offices
the fire started, have settled all but
"about six" of the 53 negligence suits
they and other companies were hit
with in the aftermath of the blaze.
Those suits, including a handful of
class-action suits that sought more
than $250 million in specified dam-
ages as well as $2 billion in punitive
damages, were filed primarily by
four groups of plaintiffs: the injured
firefighters and estates of the three
dead firemen; adjacent property
owners and their submgating insur-
ers; tenants and their subrogating in-
surers; and uninsured parties af-
fected by the fire. Those suits have
settled for less than $50 million. Ef-
forts to have the suits certified as a
class action were unsuccessful and
punitive damages claims were dis-
missed on summary judgment.

IS/R has $100 million in liability
insurance, also with Aetna, while
Bmilis had $200 million in liability
coverage from The St. Paul Cos. Inc.

Samuel Pace, an attorney with La-

brum & Doak in Philadelphia, which
represented one of the contractors,
said one of the leading reasons the
settlement occurred was that Joseph
FX Griffin, an unlicensed contrac-
tor that improperly stored oily rags
in Bailig' office that later ignited
causing the fire, was uninsured.

Due to the fact that Pennsylvania
has a strict joint and several liability
statute, even if Griffin was found
99% liable in court and another de-
fendant was found 1% liable, that
other defendant and its insurer could
have been on the hook for a verdict
as high as $400 million. 'The main
factor that led to the agreement was
that several high-limit insurers were
at risk," said Mr. Pace.

All but a couple of the defendants
carried commercial liability insur-
ance ranging from as little as $1 mil-
lion up to mom than $300 million.

William H. Champlin of Tyler,
Cooper & Alcorn in Hartford, Conn,,

which acted as defense counsel liai-

son for the defendants, said no single
defendant settled for the full limits
of its policies and no single defen-
dant was responsible for more than
25% of the total settlement, which
he confirmed was "just more than
$100 million."

"While $400 million was the total
of Mr. Cozen's claims, we felt that in
court they would boil down to some-
thing closer to $125 million to $135
million. Still, no one defendant had

sumcient coverage to respond to the
full value of the claim. What we

ended up doing was settling for a
value the defendants believed was
close to or less than the total value
of the claims," Mr. Champlin said.
Of the defendants that were still
named in the suit at the time of set-

tlement, only Honeywell Inc. refused
to take part in the settlement.

Prior to the settlement, all defen-
dants disclosed their insurance to the
court. At the time of the fire, Honey-
well carried $301 million of insur-
ance in six layers: A $6 million pri-
mary layer written by ITr Hartford
Insurance Group Inc.; $5 million ex-
cess of $6 million by National Union
Fim Insurance Co. of Pittsburgh, Pa.,
a unit of American International
Group Inc.; $5 million excess of $11
million by St. Paul Surplus Lines In-
surance Co., $10 million excess of
$16 million by AIG; $75 million ex-
cess of $26 million by XL. Insurance
Co. Ltd.; and $200 million excess of
$101 million by ACE Insurance Co.
Ltd.

Other defendants that carried high
limits of coverage included Premier
Industtial Corp., and its subsidiary,
Akron Brass Co.: at least $10 million
in first-layer coverage written by
Sentry Insurance Co.; $10 excess of
at least $10 million by Ixington In-
surance Co., an AIG unit; $10 mil-
lion excess of at least $20 million by
Federal Insurance Co.; $15 million

The Professional Marketplace

RATES AND CLOSING TIME:

excess of at least $30 million by
Aetna Casualty & Surety Co.; $10
million excess of at least $45 million
also by Federal; and $10 million ex-
cess of at least $55 million by Fire-
man's Fund Insurance Co.

Manis Equipment Co. carried $60
million of excess insurance written
in six layers on top of a $1.5 niillion
primary liability policy written by
Zurich Insurance Co. National
Union had the first $15 million ex-
cess layer, Reliance Insurance Co.
wrote $10 million excess of $20.5
million, CIGNA Corp. wrote $10 rnil-
lion excess of $30.5 million and Lex-
ington wrote the top layer of $15
million excess of $46.5 million.

Other insurers with sizable layers
of other defendants' programs: In-
dustrial Insurance Co. wrote $5 mil-
lion excess of $2 million and Royal
Surplus Lines Insurance Co. wrote
$10 million excess of $7 million for
American Building Maintenance Co.
of New York; Zurich wrote the
equivalent of $7.5 million for Na-
tional Guardian Security Service
Corp.; Aetna wrote $6 million of pri-
mary and excess coverage for John
Ashe & Associates; and First State
Insurance Co. wrote $5 million of ex-
cess coverage for Halprin Supply Co.
and for Sierra Fire Equipment Co.

Mr. Champlin could not say how
much each insurer ultimately paid,
but reiterated that no policyholder
tapped its full excess limits. m
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CHARTER FOR SALE
EMPLOYERS CASUALTY COMPANY

Special Deputy Receiver for Employers Casualty Company seeks
cash bids from qualified purchasers for the charter of Employers
Casualty Company pursuant to TEX. INS. CODE art. 21.28. Em-
ployers Casualty Company was chartered June 10, 1960, and was
placed into receivership by the Travis County District Court on Jan-
uary 6, 1994. An auction of the charter will be conducted on May
3, 1994. Employers Casualty Company was licensed in all states
except New Jersey. Only persons who qualify and are accepted by
the Special Deputy Receiver at least ten (10) days before the auc-
tion will be admitted to the auction and allowed to bid. For infor-
mation packages and bid requirements, contact jo Ann Howard &
Associates, P.C., 3307 Northland Dr., Suite 360, Austin, Texas
78731, Fax (512) 453-0675.

BROKERS

Nationwide company looking
for several individuals to sell
self-insured professional and
general liability services. Fax
your resume in confidence to
(407) 694-1990 or call
1-800-227-6642 and refer to

Business Insurance Ad.

UMBRELLA/CASUALTY
SPECIAL RISK PRODUCTION
UNDERWRITER
Metro NYC
Highly rated (A+) regional P&C

VICE PRESIDENT OF FINANCE
for a Growing Property-Casualty
Insurance Company in Southern
California. We are looking for a
Hands on executive with proven
track record. Must be CPA with Big
Six Experience and have Extensive
Insurance Accounting Sems
Experience. Responsibilities include
all regulatory, reinsurance and
financial management reporting.
Experience in the selection and
implementation of policy and
claims management system is
highly desirable.

Send resume in confidence to the
attention of Denise at:

P.O. Box 17597 Irvine, CA 92713

SERVICES

Major P&C firm in the south-
east currently is seeking to
add A Proven producer to its
team. ShorMerm possibilities
include client development in
a salaried position, Long-
term possibilities include Fi-
nancial Security. The ideal
candidate will currently be a
selling producer, with an es-
tablished track record and
have a desire to work with
the best. Respond to:
P&C Search, Suite 6-100,
10930 Crabapple Rd.,
Roswell, Ga. 30075.
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Circulation Breakdown
Commercial Consumers

Administrative:

CEQ's, Presidents, and Owners,
2657

Vice Presidents, General Managers

and Other Administrative Personnel

4005
Financial
Chief Financial Officers and Vice
Presidents of Finance ............ 2359

Secretaries, Treasurers, controllers
and other Financial Personnel, 3700
Risk/Employee Benefits:

Vice Presidents, Directors, Manag-
ers, and other realted department
personnel of: insurance, risk em-
ployee benefits, personnel, compen-
sation, pension, safety, security, in-
dustrial relations, human resources
and employee/labor relations
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Consultant/Auditor p 9 9 Subototar 2175';22
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CONFIDENTIAL INVESTIGATIONS
CONTACT ERIC BUESING - Pl 15884
PO BOX 1787 SANTA ANA, CA 92702

(714)973-1468 FAX (714)836-9811

special risk professional to cre-
ate, build, manage and share in
the fruits of his/her efforts. Ex-

seeking an Underwriting Manager to be
directly involved in the initial set-up of
their underwriting department. At least
three years of current underwriting expe-
rience with Lawyer's E&O is required.

Government, Unions and Educa-
tional Institutions ...................... 986
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You will ensure compliance with regulations and company policies, perience in primary, casualty, wi > Subdotal ............ceeee.... 29,216
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underwriting, m- claims experience a plus. Must be computer-literate, X X Consultants ... 3,576
with excellent oral and written communication skills. Ideal candidate Our staff is aware Of this newly ‘Retiring.-r Managers & Health Care Providers
will have CPA or CPCIJ certification. created position. .1,941

Bl Classifieds

assure
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Retirees

Continued from page 2
quirements and deductibles on
3,300 retirees whose benefits had
been negotiated under previous
collective bargaining agreements
with the United Automobile,
Aerospace and Agricultural Im-
plement Workers of America.
reledyne also terminated union
retirees’' life insurance benefit.

Teledyne imposed the same
health coverage requirements on
active union employees. The com-
pany already had established an
identical health plan for its non-
union employees and retirees.

The union retirees sued in May
1990, alleging that Teledyne vio-
lated provisions of the federal La-
bor Management Relations Act
and the Employee Retirement In-

come Security Act.

A U.S. District Court in Lansing
in November 1990 imposed a pre-
liminary injunction against Tele-
dyne, restoring retirees' previous
benefit levels pending a jury trial.

Even though courts preclude
jury trials in ERISA cases, the
Michigan federal court allowed
one in this case because the
LMRA provides for jury trials.

Teledyne argued, among other
things, that insurance agreements
under previous collective bargain-
ing agreements contained benefit
duration clauses that explicitly
stated Teledyne could amend or
terminate retiree health coverage
subject to proper notice.

It also produced a transcript of
a UAW meeting during which a
union official, addressing another
official's concern, said Teledyne
in future collective bargaining ne-

Workers compensation ruling
sets new Florida precedent

By MEG FLETCHER

TALLAHASSEE, Fla.-In a pre-
cedent-setting decision, the Florida
Supreme Court ruled earlier this
month that a teacher who had a
brain hennorrhage shortly after ar-
guing with a student about chew-
ing gum in class deserves workers
compensation benefits.

Warren Zundell of Hialeah, Fla.,
was an algebra teacher at Hialeah
Junior High School in January
1988 when he suffered the job-
stress injury-a burst blood ves-
sel-that ended his teaching career.

A workers comp judge and a
split decision by the state's 1st Dis-
trict Court of Appeals denied him
workers comp benefits, relying on
earlier Florida rulings that tied the
compensability of cardiovascular
injuries to the issue of whether a
claimant had a history of heart
problems or high blood pressure.
Since Mr. Zundell had no such his-
tory, benefits were denied.

However, the appeals court
asked the Florida Supreme Court
to review the case because it was
"of great public importance."”

In its March 10 decision, the high
court said, "Absent sufficient evi-
dence of a pre-existing condition,
cases involving alleged workplace
cardiovascular injuries generally
should be analyzed like any other
workplace injury. Such injuries of-
ten may be essentially no different,
for example, than a hernia brought
on by routine workplace exertion,
in the absence of a pre-existing
condition.”

To use this precedent, claimants
still will be required to prove that
no relevant pre-existing condition
aggravated a workplace injury.

The court essentially ruled that
Mr. Zundell did not need a pre-ex-
isting physical condition as a pre-
requisite to compensation, said Jef-
frey Gale, an attorney in the firm
of Dunn & Johnson in Miami,
which represented Mr. Zundell.
rhe state Supreme Court also held
that the precipitating event need
not be beyond the scope of his nor-
mal duties to qualify for compen-
sation, he said.

Mr. Zundell's personal attorney
was on vacation and unavailable

for comment.

"It opens the eyes of attorneys"
about how the courts will apply
different legal precedents and
should make attorneys more will-
ing to take on stress-related cases
involving cardiovascular problems,
Mr. Gale said.

The state Supreme Court re-
manded the case to the appeals
court for further proceedings.

Mr. Zundell is expected to be eli-
gible for benefits. including ur) to

$400 per week retroactive to the
1988 incident, Mr. Dunn said.

Warren Zundell vs. Dade County
School Board et at., Supreme
Court of Florida; No. 81057.
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gotiations could "tell you they are
not going to pay the retirees' in-
surance anymore."

In addition, other portions of
the collective bargaining agree-
ments and the parties' bargaining
history indicate that union retir-
ees are entitled to the identical
benefits that active union employ-
ees receive, the company said.

Teledyne also pointed out that
the union in 1986 agreed to a re-
duction of benefits for active em-
ployees and retirees who do not
seek treatment from specified
health maintenance organizations
and preferred provider organiza-
tions.

The retirees argued that the re-
tiree benefit duration clauses are
ambiguous because they do not
state how long the obligation ex-
ists.

The inclusion of specific dura-
tional limitations in other collec-
tive bargaining agreement provi-
sions show, by contrast, that Tele-
dyne intended to provide lifetime
retiree health benefits, retirees ar-
gued.

They also said that active em-
ployees' and retirees' benefits
have. never been linked. For ex-
ample, Teledyne did riot terminate

active employees’ life insurance
when it terminated the union re-

tirees' plan in 1990, retirees said.

In the Kelsey-Hayes case, the
Romulus, Mich.-based subsidiary
of Verity Corp. last year notified
retirees from several plants it
owned and others it had sold that
their first-dollar coverage would
end in January 1994.

The manufacturer of wheels and
brake parts for automobiles and
trucks said it was imposing
monthly premiums, annual de-
ductibles and copayment require-
ments.

The Kelsey-Hayes UAW retirees
sued in December 1993, alleging
violations of the LMRA and
ERISA.

U.S. District Judge Paul V. Ga-
dola in Detroit on March 14 or-
dered Kelsey-Hayes to reinstate
the retirees' previous benefit lev-
els, pending a trial. He based his
decision on, among other things,
the plaintiffs' likelihood of suc-

cess at trial.

He noted that the collective bar-
gaining agreements at issue do not
explicitly allow the company to
modify its retiree health plans.

In addition, provisions of the
agreements tie retirees' eligibility
for health care coverage to their
eligibility for lifetime pension
benefits.

Also, the company's summary
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plan descriptions, which take pre-
cedent over plan document lan-
guage in the 6th Circuit, state that
retiree health benefits are free for
retirees' lives, their spouses' lives
and for eligible dependent chil-
dren.

Judge Gadola also rejected the
company's argument that dura-
tional clauses in the collective
bargaining agreements specifi-
cally limit retiree health benefits
and are not general clauses that
refer to the agreements’' expira-
tion. Citing Yard-Man, the judge
said durational clauses "do not
outweigh the implication that re-
tiree health benefits were in-
tended to outlast the life of a par-
ticular bargaining agreement.”

The judge also restored the ben-

efits because he believed that the

retirees could suffer irreparable
harm otherwise.

Linda Schalk, representative of
the estate Of James Schalk, de-
ceased, et at. us. Teledyne Inc. and
Teledyne Industries Inc., U.S. Dis-
trict Court for the Western Dis-
trict of Michigan, Southern Divi-
sion; No. 1:90-CV-460; and Joseph
Golden et at. vs. Kelsey-Hayes
Co., U.S. District Court for the

Eastern District of Michigan,
Southern Division; No. 93-74824.
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Retirement

Continued from page 2

fined benefit pension plan, as well
as a "transition assistance" pmgram
equivalent to about three to six
months' pay. A slightly different
package has been approved for the
Berkeley campus.

The university's law schools are
expected to lose up to 41 staff mem-
bers under this year's VERIP.

For example, Berkeley School of
Law lost nine out of 47 faculty
members during the first two years
of the early retirement prognm and
another 17 staff members are eligi-
ble this year. At the Los Angeles
School of Law, five out of approxi-

mately 50 staff are expected to take
early retirement.
At the other two law schools in

the university system, Davis School
of Law has 12 faculty members eli-
gible for early retirenent and Hast-
ings College of Law in San Fran-

cisco has seven eligible faculty
members.

Law school officials say employ-
ees have until the end of April to
make a final decision, but the
schools' fall schedules generally are
already in place before then, which
puts them in a bind if professors re-
tim. Furthermore, omcials note they
might not get permission to hire

enough staff to replace those who
have left.

"That could create huge holes in
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our curriculum,"” said Rex R. Per-
schbacher, an associate dean and
law professor at Davis School of
Law. For example, he said the eligi-
ble retirees include a faculty mem-
ber who teaches a heavy load of ba-
sic courses like civil procedure and
evidence.

Officials say the retirement pro-
gram could mean the sudden loss of
valuable, experienced teachers.

Julian N. Eule, associate dean at
Los Angeles School of Law, said:
"In some schools it might have the
potential of getting rid of a lot of
dead wood, but we happen to re-
gard our senior faculty as among
our very best, so we're going to

make every effort to keep them in-
volved and around to the extent

Awards

Continued from page 3

"Millions of dollars are spent by
business, especially manufacturers
and insurance companies, in an at-
tempt to poison the well," said Tho-
mas A Demetrio, a Chicago lawyer
who has represented plaintiffs in
more than 100 personal injury jury
trials.

Yet "when all is said and done, ju-
rom base their decisions on the facts
of the case," contends Mr. Demetrio,
who is with COAOy Demetrio Clif-
ford "Nine out of 10 times, juma do
not pay heed to the very eXpensive
attempt to brainwash them Jurors
do the right thing."

Another mason for the improved
defense results in personal injuly
jury trials is that more and more
cases are being settled out of court.

"Where there is a marginal chance
of exposure" defendants are settling,
said Victor Schwartz, a defense at-
torney with Crowell & Moring in
Washington, and a product liability
reform lobbyist. "The cases that are
going to a jury are cases where de-
fendants are reasonably certain they
are going to win"

Mr. Demetrio agnzes. "l can't tell
you the number of cases we've dis-
couraged" from going to triaL Most
medical negligence cases, for in-
stance, that do go to trial are won by
defendants, he said, adding that
health care providers win 80% of the
medical negligence cases brought in
Cook County, m.

Not only are juries finding for per-
sonal injury plaintiffs less often, but
when they do, they are awarding less
money, Jury Verdict Research found.

In personal injury verdicts overall,
the median compensatory award de-
clined 11% to $62,000 in 1992 from
$70,000 in 1989.

This trend was especially notable
in medical malpractice verdicts,

whem the median award fell 17%

44RSA

that we're able to do so.”

There are ways to avoid some of
the problems faced by the Univer-
sity of California law schools, said
consultant Ethan Kra, managing di-
rector and chief actuary-retirement
for William M. Mercer Inc. in New
York. "One of my clients did design
an early retirement program to
avoid just that type of situation.”

The employer introduced a non-
qualified severance pay plan that
took a "carrot and stick" approach.
Early retirees were paid a certain
amount based on a formula if they
agreed to leave the company, which
was the carrot. As the stick, the
company also announced that if it
did not get a sufficient number of
volunteens, the voluntary program

between 1991 and 1992 to $350,000.
More specifically, in cases where the
defendants are doctors, the median
award fell 30% to $300,000 in 1992.
Whem hospitals were defendants,
the median fell 6.5% to $374,753 and
where both were defendants, the me-
dian fell less than 1%-to $500,000
from $503,500 in 1991.

For product liability cases, the me-
dian verdict fell about 5% to
$450,000. The median verdict for
consumer product liability cases was
$150,000 in 1992 down from
$364,000 in 1991, but up from
$104,223 in 1990, the study found-

In premises liability cases-where
an injured person sued the owner or
operator of commemial property for
failing to provide a safe and secure
environment-the median verdict in
1992 was $74,518, about 16% less
than the 1991 median of $89,201.

Some liability experts caution that
some of the Jury Verdict Research
data comes from newspaper stories
and lawyers who phone in detmls
about their own cases, so the study
itself is not comprehensive or scien-
tific.

"The data may or may not reflect

the true picture,” warned Mr.

Schwartz.

would be followed by an "involun-
tary" program that might not offer
the same gederous benefits package.
However, the company also re-
served the right to refuse requests to
participate in the program to avoid
the danger of losing too many peo-
ple in any particular department,
such as may happen to the Univer-
sity of California law schools.
Mercer's client found that not
only did a large number of people
use the program, thereby meeting its
payroll reduction goals, but also
that the people they wanted to leave
did so. "Othens should look at that
type of approach" while using out-
side counsel to be sure it complies
with local, state and federal law,

Mr. Kra suggested. =1

Indeed, Mr. Demetrio contends
that awards am not getting smaller
and are instead keeping up with in-
flation

Some other personal injury law-
yers, though, say juries may be get-
ting stingier.

'There'sa lot aftruth” to the jury
data, contends Lawrence L. Kotin, a
veteran Chicago personal injury at-
tomey with his own firm.

He thinks that a "bit of a bashing
from Bush" has had some effect on
juries. Pmsident Bush made some
hay in the 1992 campaign by promis-
ing to end "these crazy lawsuits" and
to "climb into the dng" with trial
lawyers.

There is no simple answer to why
jury awards might be decreasing,
Duke's Mr. Vidmar pointed out.
Among the factors that influence
awards are alternative dispute reso-
lutions, different lawyers, different
eases and settlements, he said.

According to Cornell's Mr. Eisen-
berg, there is a "natural limit" to
jury awards. Product liability
awards for example, started in the
'605, boomed in the '805 and now
have "less room to expand," he said

"People reach a certain state and
then have to turn back.” mm

NAM still opposes reform plan

WASHINGTON-The National
Assn. of Manufacturers will not wa-
ver in its opposition to the Clinton
administration's plan to require em-
ployers to pay for the bulk of their
employees' health care benefits.

"Imposition of employer mandates
is about the worst possible way" to
control health care costs, said NAM
Pmsident Jerry Jasinowski. The
Washington-based business trade
group has not yet endorsed any al-
ternative health care reform pro-
gram, however.

"We think it's premature to en-
dorse any proposal because we're at
the early stages of the debate,” he

said.

Mr. Jasinowski made his com-
ments last week as he unveiled a se-
ries of health care reform recom-
mendations endorsed by the NAM
executive committee.

In addition to opposing employer
mandates, the executive committee
called for: the continuation of an
employment-based health cam sys-
tem; market-driven cost contain-
ment whereby employers retain
flexibility in plan design and man-
agement without government price
controls; national uniformity in any
reforms so that employers aren't
forced to meet a variety of state
mandates or participate in single-
payer systems; the creation of volun-
tary, competitive purchasing groups;
and insurance reforms and medical
malpractice tort reforms.

Mr. Jasinowski also reiterated
NAM's opposition to proposals to
limit employers' tax deduction for

health benefits. Any financing for
national health care reform should

come fromm bmad-based taxes, he

said, adding that the NAM execu-
live committee has not endorsed any
specific taxes to achieve that end.
He refused to rule out the possibility
of subjecting a portion of employ-
er-provided benefits to individual
income taxes.

He said the Clinton plan was
based "on a lot of overpromising”
and unrealistic cost assumptions. If
it were passed in its current form,
"employers would simply be in the
check-writing business" for health
care and small-business employ-
ment would drop, he predicted.

- 131/ Mark A. Ho»:ann
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Reform bill = |
e EMployer mandate stays
Continued from page 1 erage and that government should

posal is taken up by his committee be given more authority to control Measure WOUId impose 1 0/0 paer” taX on Self_insurers

after Congress returns from ItS health care costs in the pnvate

spring recess next month sector, such as by limiting pro- WASHINGTON-The key ele- non-hospital care, the annual de- 1,000 employees would be barred

"When we come to financing, vider charges ments of the health reform pack- ductible would be $500 for inch- from self-insuring after Dec 31,
we'11 begin at the beginning " During the two weeks that the age approved last week by the vidual coverage and $750 for fam- 1997

In general, Rep Rostenkowski Stark panel considered his bill, House Ways and Means Health Lly coverage. Employers that do self-insure
predicted, a bill that emerges Republican members often trum- Subcommittee include In addition, all individuals would be slapped with a 1% pay-
from his committee will be "more peted their opposition to the mea- I < Employer would be entitled to prescription roll tax, which would go Into ef-
conservative" than the proposal sure 918 mandate. drug benefits. That benefit would feet Jan 1, 1998
approved by the Stark panel | "It is a worse bill than the Fresi- All employers have a separate $500 deductible, a « Purchasing alliances.

Other powerful congressional dent's bill It is a bill without pre- HEALTH would be re- 20% coinsurance requirement and States would have the option to

quired to pay a $1,000 out-of-pocket limit establish voluntary health care al-

health care reform legislation also public plans than in private plans 80% of the pre- Managed care plans would ap- liances through which employers
indicated they intend to devi- | am glad that | am not part of it, REFORM mium for a fed- ply different and lower health could buy coverage These alli-
ate-at least on how universal asserted Rep Nancy Johnson, R- erally set basic care cost-sharing requirements ances would be Intended for em-
health care coverage is fi- Conn benefit package Under a maintenance of effort ployers with fewer than 1,000 em-
nanced-from the Health Sub- Republican members of the This mandate would go into effect provision, employers that cur- ployees
committee Stark subcommittee offered a se- Jan 1, 1996, for employers with rently provide benefits that ex- Employers with 100 or fewer

For example, the staff of Rep ries of amendments to revamp the more than 100 employees, and on ceed the basic benefit package employees could buy the basic
John Dingell, the Michigan Demo- proposal Those proposals in- Jan 1,1998, for other employers would have to offer and pay for benefit package through the fed-
crat who chairs the House Energy cluded eliminating the employer The subcommittee estimates those benefits for five years eral Medicare program, which
and Commerce Committee, arm- mandate to pay 80% of employ- that the annual premium for the « Early retiree coverage. would be expanded This ex-
lated an eight-page proposal last ees' health care premiums as well basic package would be $2,000 for Employers now providing a panded Medicare program would
week that would cap small em- as government cost controls for single coverage, $4,000 for two "portion" of health care coverage be known as Medicare Part C

ployers' health care costs at as lit- the private sector adults, $4,150 for a single adult for retirees age 55 to 64 would » Cost containment.
tle as 1 % of payroll (see related But those proposals all failed with children and $6,075 for two For pnvate plans, a national
because Republicans, outnum- adults with children "expenditure target" would be set
The Health subcommittee bill bered 7-4 on the subcommittee, A special mechamsm would be starting in 1995 Limits would be
calls for diverting a portion of generally were only able to line up established to partially offset em- All individuals would ' set on how much spending could
revenue from a proposed $1 25 in- support from one’Democrat Rep ployers' premium costs for em- be entitled to a basic increase each year For example,
crease m the federal tax on a pack Andrews ployees with working spouses A . . in 1996 annual growth limits for
of cigarettes to provide small em- On the other hand, an effort by working couple would select benefit paCkage, prlvate pTan Spend?ng WOG]C]S be
ployer health care cost subsidies Rep Jim MeDermott to scrap the which employer would provide similar to Medicare the current trend minus two per-
The bill, though, would not place Stark bill m favor of a single- coverage for both of them, though b fit ! centage points Eventually,

enerTIts.

a specific percentage cap on small payer program, a longtime goal of the other employer would contnb- spending increases, adiusted for
employers' premium contribu- the Washington state Democrat, ute to the cost of their coverage , population growth and other de-
tons failed on a 7-4 vote For example, the employer se- mographic factors, would be lim-

And a group of Ways and Means "l think the public is SUSplelOUS lected to provide coverage for a continue to pay 80% of the pre- ited to the annual increase in the
members last week circulated a of a system” funded entirely by working couple with two children mium for basic benefit coverage gross domestic product
proposal that does not call for any taxes, "and | think they are would pay 80% of the family pre- While the proposal IS somewhat If the targets were breached, the
government price controls, but right," said Rep Levin in explain- mium, or $4,860 The other em- vague, subcommittee staffers say government could limit maximum
would cap small employers' pre- ing his opposition to a single- ployer would contribute 80% of the provision is meant to apply payments to providers
mium contributions to as little as payer system "l don't want to the individual premium, or only to retirees who were at least A similar procedure would be
3 5% of payroll depending on take a leap" into an unknown fi- $1,600 That $1,600 contribution age 55 as of Oct 1,1993 followed if Medicare spending ex-
their size and average wages nancing system would be used to offset the pre- If an employer currently pro- ceeded certain targets

Taking a more conservative ap- One of the last issues discussed mium paid by the employer se- vides early retirees with addi- - Miscellany.
proach will be especially impor- by the subcommittee was the 1% lected to provide coverage, reduc- tional benefits beyond the basic Fleable benefit plans no longer
tant if health care reform legisla- payroll tax on employers that ing its net contribution to $3,260 benefit package, It would be re- could be used to provide health
tion is to have any chance of pass- self-fund their health care benefit Premium checks would not ac- quired to continue those benefits care benefits In addition, health
ing the Energy and Commerce plans tually be funneled from one em- The proposal does not spell out insurers generally would have to
Committee The committee has a With a new tax that would dis- ployer to another This offset pro- when this provision would expire, use community rating rather than
number of Democrats-including courage self-insurance, health cedure would be handled through but sources say it would be in ef- base rates on the experience of an
Reps Jim Cooper, D-Tenn, Mike care costs would rise because the tax system, though the precise feet for five years individual employer
Synar, D-Okla, and Roy Row- self-funded employers have been procedure has not yet been spelled - Self-insurance. Health plans and self-funded
land, D-Ga -who strongly op- the leaders in finding new ways of out, a subcommittee staffer said Employers with more than 1,000 employers could not deny cover-
pose key provisions in the Stark controlling costs, said Rep « Basic benefit package. employees could opt to self-insure age to previously insured individ-
bill, such as an employer mandate Johnson All individuals would be enti- their health care benefits package uals for pre-existing medical con-
and government health care price But the tax on self-funded em- tled to a basic benefit package, In addition, multiemployer plans ditions New 1nsureds with pre-
controls ployers is needed so those firms which would be similar to bene- subject to collective bargaining existing conditions would be sub-

By contrast, the Ways and pay their "fair share" of the cost fits provided through Medicare with more than 1,000 participants ject to a six-month exclusion
Means Health Subcommittee IS of covering the uninsured, Rep Unlike Medicare, which has sig- also could self-fund Multiple em- In addition, the measure would
dominated by Democrats who be- Stark said lll nificant cost-sharing require- ployer welfare arrangements, by cap personal injury awards for

. .. ments for hospitalization, the ba- contrast, could not self-insure re- non-economic damages in medical
D|nge|| Jo|ns hea|th care reform debate sic benefit package would cover gardless of size malpractice suits at $350,000
100% of hospital expenses For Employers with fewer than -By Jerry Gezsel

WASHINGTON-As members up to 1% of payroll to cover em- - =g Zurich Re wrote about $183 mil- If you look at Anglo American's
of a House Ways and Means ployees Firms with between six Acq u IS Itl O n hon in premiums for U S casualty business, there is a great deal of
Health subcommittee struggled and 10 employees would initially risks in 1992 U S property pre- synergy For the U S buyer, we
last week to pass a health care re- pay up to 1 % of payroll and even- Continued from page 2 miums totaled approximately $75 offer a quality lead operation,
form bill, other congressional tually 2% slip, Anglo American continued to million which is why Zurich employed us
leaders with lu- Employers with between 11 and write U S casualty business and The London branch of Ameri- and which is why they are carry-
risdiction over 75 employees also would be eligi- pay its share of claims arising can International Group Inc 's ing out this acquisition," Mr
-1i"'//1/0.../... health care be- ble for special federal subsidies to from the slip Since Anglo Amen- Lexington Insurance Co, which Purkiss said
HEALTH gan drafting limit their premiums The subsidy can was a member of the slip only also picked up some of the slack Marcus Brown, managing direc-
CARE their own re- would be linked to employers' av- from 1987 until its collapse, it was when the Weavers slip collapsed, tor of Anglo American, acknowl-
form proposals erage wages Firms with the low- not battered by poor underwriting will be one of Zurich Re's key edged that the company's decision
1EFORM House Energy est average wages would receive results from the late 19705 and competitors for the U S policy- not to proceed with a planned

and Commerce the highest subsidies, which early 19805 that hit other insurers holders’ business, as will LIoyd's $100 million initial public offer-
Committee would limit their contributions to on the slip of London syndicates ing in New York last year was in-

Chairman John Dingell, D-Mich, 20% of the total premium Anglo American negotiated a Lexington underwrote about strumental in its decision to seek a
released a staff draft proposal-so Employers with between 76 and retrospective and prospective ag- $100 million in gross premiums in merger (Bl, July 19, 1993)

called because It IS drawn up by 1,000 employees would pay 80% gregate excess-of-loss reinsurance the London market in 1992, of We were looking for more cash
legislative aides-that shares cer- of the premium, but premiums policy with Centre Reinsurance which about $57 million was gen- for expansion and (the IPO) took a
tam elements of the Ways and would be capped at 79% of pay- (Bermuda) Ltd, the finite risk re- eral liability business. long time getting through the
Means Health subcommittee bill, roll insurer owned by Zurich, to cap Zurich Re's Mr Purkiss-who SEC By the time it was com-
mcluding an employer mandate, Employers with more than 1,000 its Weavers-related losses That was joined by leading Lloyd's pleted, we found the market had
barring employers with fewer employees also would have to pay reinsurance is still in force U S casualty underwriter Ken changed and the board decided it
than 1,001 employees from self- at least 80% of the premium, but Zurich Re itself quickly Barrett, formerly with Merrett didn't want to raise capital
insuring and slappin fg:i\nl%é)ay- would not be eligible for any spe- emerged as another key London syndicate 1066-denied that the through debt and leave us highly

cial subsidies market company prepared to fill proposed acquisition is an at- leveraged So, considering the
_But the Dingell staff draft, un- The staff draft does not explic- the void left by the loss of the tempt by Zurich to corner the connection with Centre Re, this
like the subcommittee bill, in- itly define the standard benefits Weavers slip U S casualty market in London seemed the bdst route" to go for-

cludes specific subsidy provisions package to which all Americans Roughly 90% of Anglo Ameri- "It certainly makes us the big- ward, he said

to ease the burden of health insur- would be entitled, but does pro- can's business in 1992 was U,S gest player in the London market Zurich and John Head & Part-

ance premium costs on small em- pose a $2,500 annual cap on indi- domiciled, while about 65% of and probably the biggest U S ha- ners also teamed up last year to

ployers ) viduals' annual out-of-pocket Zunch Re's business came from bility underwriter, but size is not form Bermuda catastrophe rein-
Under the draft, employers with health care expenses the Umted States. the basis of the strategy We are surer Partner Reinsurance Co

-Bu Jerru Gezsel Combined Anglo American and not iiiqt 1nniring; frr mmrilent chnr. T +A
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one of the Bermuda cat reinsur- m the January quake Damage to
ance facilities formed last year, the city's property is now greater

said, "We're estimating at least $5 than originally estimated largely
billion™”

Earthquake

Continued from page 1 because of new information from

reinsurers say that even higher in- Jack Snyder, senior vp for A M "detailed structural analysis,"” he
sured quake losses won't have a Best Co in Oldwick, NJ, said, said

dramatic impact on their financial "We're into $4 bilhon," although "We still beheve all our losses
results that mcludes some prellminary es- w111 be under our deductible of

Meanwhile, a March 20 after- timates that could rise
shock that hit 53 on the Richter

5%" of insured value, he added

Other property owners have not
scale-one of the strongest to fol- one reason that early estimates mcreased their onginal estimates
low the original temblor-aused were far lower and say that the March 20 after-
little additional damage and is not Earl Aurehus, vp for San Fran- shock produced no new damage
expected to generate a significant cisco-based EQE International
number of new claims Inc, an engineering consulting which suffered about $5 milhon in

Many insurers are treating that firm, noted that claims are being structural damage to its headquar-
aftershock as a second occurrence, filed for some steel buildings that ters in Valencia, "pretty much
citing the "72-hour clause" in con- nobody reallzed were damaged knew" the size of its loss soon af-
tracts, which defines occurrences "You've got to take off the fire- ter the quake, said Will Browne,
taking place more than 72 hours proofing in walls to see what hap- manager of government and pubhc
after the original event as a second pens structurally to the buildings," affairs ""We're not hnding addi-
event he said tional damage," he said, adding

This means commercial and per- "The (steel) industry is trying to that most of the company's loss is
sonal hnes pohcyholders likel figure out what went wrong and insured

would have to reach their deduct-

Unseen structural damage was

For instance, U S Borax Inc,

ibles a second time before obtain-
iNng coverage for any additional
damage from the aftershock
However, some insurers said
they do not necessarily expect to

115 stuhterpehayoalgdt% {ttft

quake meet a second deductible

The large aftershock, however,
did cause many insurers to rem-
state a temporary moratonum on
wnting new earthquake policies, 28
according to the California De-
partment of Insurance Under _2 b'A
state law, insurers can suspend / / -*«1« o

riting new earthquake.cover. ran, , 8 - rZnzl_:S-_2:- -
¥c\>lr ﬁorﬁeowners or lCle ?o (?O d%ys §4g<e

after a quake measuring at least
50 on the Richter scale Insurers

—Yo——"1L_#— -
T 55—

generally impose the moratorlum
on commercial pollcies as well
More than two months after the A Los Angeles strip mall collapsed and burned following last week's aftershock.
January quake, observers agree
the onginal estimates of $15 bil- why," he said In past earth- Similarly, some insurers are
lion to $2 5 billion in insured dam- quakes, steel buildings have per- sticking with their original esti-
age is far too low, but they do not formed better than any other type mates, including Farmers Group
necessarily agree on how high So the damage to steel buildings Inc

AP/Wide World photo

claims will go "is a big surprise,"” he said, adding "We were fairly dehberate about
A leading underwnter at Lloyd's that "it's a combination of made- waiting to release hgures until we
of London said last week that quate or poor welding and other felt they could withstand the test
Lloyd's catastrophe underwnters things"” of time," said a spokesman for the
expect insured damage to reach Part of the problem may have Los Angeles-based insurer, which
about $7 bilhon been the type of earthquake that did not release its loss estimate of
"My prehminary rough estimate hit Southern California, said $600 milhon until a month after
IS It W111 be more than $6 bilhon,"” Best's Mr Snyder The earthquake the quake Farmers, Allstate and
said Alit Jam, president of the re- was an unusual "vertical thrust” State Farm dominate Callfornia's
insurance division of Berkshire fault, which means the ground earthquake insurance market
Hathaway Inc in Stamford, Conn, moved up and down, rather than Bermuda catastrophe reinsurers
which writes catastrophe reinsur- the more common "shp fault," m do not expect the quake to greatly
ance which the ground moves sideways, affect their results "Between tim-
Others, however, don't expect as in the 1989 Loma Pneta that hit ing and good luck, the loss w111 be
losses to be that high the San Francisco Bay area less significant for Bermuda than
Gerald L Radke, president and Although thrust faults cause some of the other markets," said
chief executive officer of Phoenix more structural damage, they are IPC Re's Mr Bryce
Reinsurance Co in New York, relatively rare Many of the recent For most Bermuda reinsurers,
which writes cat business, said he improvements in earthquake- including IPC Re, the quake loss
has heard estimates of between $4 proof construction have been de- unll be less than their earned pre-
billion and $5 5 milhon "We think signed to deal with shp faults, Mr rmums for the hrst quarter, said
that it's probably going to be Snyder said
around $5 billion " Furthermore, because the fault IPC Re's losses In addition to high
James Bryce, senior vp-under- that triggered the Los Angeles retentions reducing the cat facill-
writing for International Property quake was considered mactive, ties'potential losses, many of the
Catastrophe Reinsurance Co Ltd , few insurers had developed models losses were absorbed by pro rata

for it, he said The result was that reinsurance treaties, which are not
i diately foll i th ke, itt in B da, h id

$900,000 Sett'es immediately following the quake, written in Bermuda, he sai

discrimination suit

Mr Bryce, who would not disclose

"most companies were grasping Bermuda-based Mid Ocean Re-

for a good firm number or good es- insurance Co estimates about $37
timates for their losses " million m losses from the quake,
NEW YORK-Insurers for a The third contnbuting factor, while Global Capital Reinsurance
medical center m the Bronx have said Mr Snyder, was that "a lot of Co has an estimated $10 milhon in
paid a former researcher $900,000 the preliminary estimates were losses and Partner Reinsurance
in an out-of-court settlement for a made with adjusters that are capa- Co Ltd will face slightly more
sex discnmination case ble of doing everything but really than $10 milhon in losses, com-
Heidi S Weissman brought the assessing hard-core structural pany officials say
case against Montefiore Medical damage " They can walk into a Lloyd's underwmters are confi-
Center and Albert Einstein College house and see stress cracks, but dent that despite the higher esti-
of Medicine in 1988, alleging that they do not know if the damage IS mates, the quake's impact in Lon-
she had been denied promotion superficial or structural in nature don willl not be strong
and paid less than male employees As a result, most companies had "This is not a major disaster for
to send structural engineers back Lloyd's It IS more than a pin-
The medical center admitted no into the field to more accurately prick but from a market point of
wrongdoing but settled to avoid evaluate the damage "You add it view the 1993 account unll easily
further legal fees, Montefiore said all up, and you have a very diffi- take a loss hke this It won't even
cult earthquake to have estimated take the icing off the cake," the
An attorney for Montefiore said from the start,"” he said Lloyd's catastrophe underwriter
the entire amount will be paid by "Damage costs have grown, said
the hospital's insurers, which he yes," said Tom Philhps, msk man- -
ager for the city of Santa Monica, Adnan Ladbury in London con-
-By Gavin Souter which suffered extensive damage tnbuted to thts report

in similar jobs

in a statement

would not identify

Updates

Lawyer convicted of fraud

Continued from page 2
month of defraudmg members of three organizations he headed
Pennsylvania Independent Bumness Assn Inc, National Independent
Business Assn. Inc. and Amencan Independent Business Alhance Inc

Between 1987 and 1989, Mr Sokolow used the associabons to mar-
ket what he claimed was fully insured group health coverage
"backed" by Blue Cross The plan was not msured, prosecutors
charged

The plan collected more than $34 million in premiums from policy-
holders m 16 states and vicbmized more than 4,600 employers, em-
ployees and dependents, prosecutors say. Mr. Sokolow took about
$38 milhon m salary, fees and payments for personal expenses in-
cluding real estate, cars and stock.

The iury ordered Mr Sokolow to forfeit more than $4 milhon in
property and money He also faces a maxtrnum sentence of 795 years
in pnson and $35 5 m1111on In flnes

Political spending questioned

KANSAS CITY, MO -Insurance regulators from 17 states are urg-
ing insurers to pay for polltical advertising, lobbying and related ex-
penses out of retained earnings, rather than passing those costs on to
pollcyholders through Increased rates

"Insers am free to express their opinions, but we believe they
should not pay for it with consumers' money," said Texas Insurance
Commissioner J Robert Hunter

The regulators called on the National Assn of Insurance Commis-
moners to establish a model reporting requirement for all states so
regulators and consumers can monitor these expenditures and be sure
they are not Included in rates

In addition to Mr Hunter, regulators supporting the proposal repre-
sent- Alabama, Alaska, Callfornia, Colorado, Georgia, Kansas, Lousi-
ana, Maine, Missoun, Montana, Oregon, Pennsylvania, Utah, Ver-
mont, Washington and Wyoming

Russian air crash insured

LONDON-A Rusman-owned Airbus let that crashed last week m
snowbound Siberia, lallmg 75 people on board, IS insured m Western
aviation hull insurance markets

The Aeroflot Russian International flight from Moscow to Hong
Kong crashed without warning four hours mto the 10-hour flight

Aeroflot has $787 milhon m hull coverage for the downed Jet and
$500 milhon m liability insurance The coverage, placed by Wilhs
Corroon Group PLC,is led in London by Bntish Aviation Insurance
Group. Other insurers on the coverage melude Lloyd's of London's
Ar:tel syndicate and La Reunion Aenenne m France

InNsurance salesman arrested

TAT.T.AHASSEE, Fla -The head of a self-described employer or-
ganizatton offenng a self-funded 24-hour benefit plan was arrested
this month by Flonda and Georgia law enforcement ofhcials during
separate sales presentations

Lawrence D Kenemore Jr, who heads the Arhngton, Texas-based
Assn of Trust & Guarantee, was charged with selling msurance with-
out a license after his arrest by Flonda Insurance Department fraud
investigators durmg a March 22 sales meetmg at an Orlando hotel He
was released after posting bail and faces up to flve years m prison if
convicted, a Florida department spokesman said

Regulators said that ATG is not hcensed in the state and that they
"found no evidence that the trust had any flnancial reserves to pay
claims"”

Mr Kenemore also was arrested by Georgia officials durmg a
March 7 traming seminar at an Atlanta-area hotel He was charged
with practicmg law without a license, a misdemeanor, and was re-
leased after postmg ball

Both states had issued cease and desist ordens against ATG, which
offers health msurance and workers compensation coverage and has
run into regulatory problems m several states (Bl, Dec 27, 1993)

Mr Kenemore said he has not yet entered a plea m either case He
argued, though, that ATG 15 exempt from state regulation under the
federal Employee Retirement Income Security Act of 1974

"We are not shut out of either state," he said, refemng to Florida
and Georgia "The only people who are gomg to make a final decision
on this case are the U.S. Supreme Court," he added, saying that
ERISA pre-emptlon is "what the whole issue is here"

Briefly noted

Standard & Poor's Corp upgraded its rating of American Re-Insur-
ance Co.'s claims-paying ability to AA from AA- last week Insur-
ers' workers comp residual market underwriting losses wem $19 bil-
hon in 1992, the lowest slnce 1988, the Alhance of Amencan Insurers
says .. Marsh & Mclannan Inc. 15 laying off between 100 and 150
employees in its 3,500-person nsk management division, which han-
dles large accounts The layoffs, covenng a variety of positions, have
resulted fium an mternal reorganizabon, M&M officials said Aon
Corp. directors approved a 3-for-2 stock spht, payable May 16 to
shareholders of record on May 3 L Ben Lytle, president, chairman
and chief executive officer of Acordia Inc., has been named chairman
of the broker's parent company, Associated Insurance Cos Inc Mr
Lytle, who is also president and CEO of Associated, succeeds Lloyd J
Banks, who retired Callforma Insurance Commissioner John Gara-
mendi has chosen Colin MeRae, former Transamenca Insurance
Group general counsel, as new head of the Conservation and Liquida-
tion Division The unit has come under fire recently for alleged mis-
management of the funds of bankrupt insurers (Bl, Feb 28)
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NO turn foreseen in P/C market Bi Insurance Index
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Brokers have resigned themselves to current market conditions

By LEONARD M. WILSON ting on a scale unmatched in the past Fi- ratios are being wrestled downward
nancial industries, including banks and, no- through more effective management, rather
Special to Business Insurance tably, insurance companies, also have than rate relief o70

HE COMPETITIVE prming environ- caught the bug and are now seeking to raise Excess capital may be a reasonable expla-
T ment in commercial insurance won't returns Property/casualty insurer manage- nation for the long soft market But ratio-

990 ,

disappear, at least in 1994 This is our re- ments are no longer content to accept sub- nalization of operations could result in a re- o9
luctant conclusion after polhng brokers, an- par operating performance luctance to employ capital unless it earns an
alysts and sundry observers of the proper- The success of low-cost direct writers and adequate return
ty/casualty insurance industry Commission aggressively managed regional insurers has More importantly, if returns can be raised
rowth for insurance brokers during the spurred cost reduction on the part of nu- through activist management tactics, the
ourth quarter of 1993 was anemic and merous personal lines underwriters In com- rationale for a turn in premium rates to re-
seemingly confirmed the consensus on the mercial lines, the long soft market has store or bolster industry profitability be-
outlook for pricing forced companies to scrutinize expense ra- comes less compelling 44 44 #
Not only is there no apparent turn in lia- tios as never before In effect, a tightening in the market may

bility rates, but it is entirely possible that Restructuring has come to companies as be pushed out yet further in time by the Base. 100 on Des_5,1978

we are seeing the best of pricing in property august as Aetna Life & Casualty Co and widening focus on achieving improved op-, _»mf Nopy Inmat,obal Inc
coverages The soft market has persisted so Travelers Corp, mitiated by existing man- erating results through bétter management

long that only the most venturesome will at- agement at Aetna and by new top manage- of the insurance enterprise Insurance stocks fell last week, as the Busi-
tem%t a foreczst ng'|ent at Travelers y P 9 t]%is |Ss not par%rc’:L‘ﬁﬁry good news for the ness insurance Index lost 1.2 points to 979.9

Even theorizing over the why's of the cy- Underwriters are also examining profit- insurance brokers We used to believe that a March 25 from 981.1 on March 18, Advancing is-
cle's d ratl%n Pa? Pecome gassG We can d‘ ,?EHI’[X ?cross their diverse hnes of b115|ness healtt}?/ gropﬁqrtg casualty jndust wa1s SéJ s were led by: Upited Fire & Casualty, u
remember the last time someone exconated This often means pruning unprofitable lines constructive fo rokers, since it B?o 2.3% REO0-AMerca Group NCo 49 iﬁ:ﬁ nghd
insurance comgany managements for cash or classes of business, measures that in the vided them with adequate capacity at pre- g, followed: Lawrence Insurance Group, down
flow underwnbng or for reckless market short run are at loggerheads with the mium levels that produced a satisfactory 17 7e.: seibels Bruce Group, down 9.4%: and
share strategies sought-after reduction in expense ratios, level of commissions Baldwin & Lyons Inc., down 8.1%. The most ac-
Indeed, forecasts of a turn in the market but m the longer time frame offer potential But the remedial measures now sweeping tive issue was Alistate Corp., 5.0 million shares
seem almost irrelevant Insurance brokers for lower combined ratios Strategies in- the P/C industry, by delaying the turn in traded. The &/ Index fell 0.3%; the Dow Jones 30
have long since concluded that they must clude withdrawal from auto and homeown- {)remium rates, coul indirectl¥ backfire on industrials lost 3.1%; the NYSE Composite fell
manage within the strictures of an insur- ers in personal lines and a greater focus in the brokers to the extent that the soft mar- 1.9%; and the Standard & Poor's 500 fell 2.2%.
ance market that provides little help to core areas of established expertise and prof- ket

930

_alL

=S o O .

is extended.
commission growth Adaptive tactics stress itability in commercial lines . The soft market IS, of course, notanew.— ___--__—__ .
new business, cost control and unbundling Narrower focus aims squarely at reducing challenge to the brokers They have taken British Issues

the pricing of services to realize fair com- %ombined ratios Comé)f?nies like Chubb stbeLPs to elimlnat? costs and sustain new _, —

pensation for value-added activities orp have proven the efficacy of emphasiz- business But as long as a sizable portion of ' parch 24 Price P/E DIv Yield High-Low 1
In the course of monitoring the pulse of mit core specialty lines Since many lines of brokerage revenues is tied directly to pre- ' Companies pence pence % pence pence |

insurance markets, we are exposed to many insurance have become commodities with miums in the form of commissions, the bro- Commt Union 574 183’ 310’ 54 578-571 |

underwriters through management meet- commensurately poorer margins, the sensi- kers, in our view, face the dilemma of re- Gent Accident 620 L )

ings and financial reports These contacts ble course is to seek pockets of ditferentia- ceiv ng appropmate compensation for their Gdn Royal Exch 182421 25-53:192:186. .

i
started us thinking about management tion where profit margins are higher €

orts, pending the amval of a firming in- Sun Alliance 334 50 184" 55 334.314
trends on the underwriting side of the m- A third observable phenomenon in the surance market
. . . . . Brokers

dustry and the impact on pricing behavior property/casualty industry IS the advent of et 140 15 7 69- 46 142-139

Traditionally, many companies in the(gi anciglly oriented managers from outside oE Heatn 379 146 205 54 381-378
propertyﬁ:asu%’lty |nd¥|stry ere perceive E[Le ingugtry Unencumber%d %y 1%6 past, Hogg Group 135 225 71 53 139-135
as undermanaged The wide swings in un- the hewcomers perceive opportunity in un- JIB Group 202 177- 94- 47 202-196 ,
derwriting results were adduced as evi- derperformance Their goals seem relatively ' 9/P Uoyd Thmpson 296 200" 84" 2 8 296-295
dence for management shortcomings The straightforward Cut costs, raise returns Leonard M WSOn ZS a , Lowndes Lmbrt 437 1 7 18 8 43 437-435
. ' . . senwrup w:th Lazard PWS Holdings 75 11 4 5 0'6 7 76-'5
industry's low overall return in capital was and create shareholder value Sedgwick Grp 203 22 6' 7 5* 3 7 219.203
another source of frustration with insur- This ferment on three fronts, as we see it, Asset Management Inc ) 1 Steel Sri Jones 117 LUM 113 97 117-117 1
ance company managements could generate an improving profit outlook Hets a member Of the Willis Corroon 227 20 8' 8 3' 3 7 232-227 °

Something is changing, though U S in- for many compames without any change in New York Society of - Source Phio Olsen. ondor ' 1993 liaure. others est mated
dustry has embarked on a wave of cost-cut- the premium rate environment Combined Secunty Analysts P = gure. '

Bi industry Stock Repor‘t MARCH 21,1994, THROUGH MARCH 25,1994

Mirt/Bk Weekly Year to date Annual MKt./Bk
o op el Yo o date e . . Pnce % change % change High Low 01(000) $[Iv % Yield P/E Book value ialue
BROKERS Price % change % change High low Vol (000) $ Div 96 Yield P/E Book value vall,e
AcordEa ne NYS 27.88 -0 45 1320 2825 1838 113 os0 =15 14 1022 273 Mutual Risk Mgmt Ltd NYS 2600 o4as 13 33 327521.16 15 c2s 108 7 571 4;11575 1,
Alexander & Alexander NYS 1863 387 629 2800 1763 as7 100 537 a9 673 2 77 NAC Re Corp otc 2638 -409 944 as2s 2625 =222 < 16 oen 12 1924 3
1 a10 427 National Re Cory NYS 2888 405 571 3963 27.13 4a < 16 055 s 16 89 171
, E W Blanch Holdings Inc NYS 1750 7o 072 2350 1575 68 032 183 8 ‘ P o Soe - oo . i o
Gallagher Arthur J & Co NYS 2863 043 1993 3738 2850 79 oss 307 14 7.52 381 Navigators Group oTe 1975 1.25 on PO
a.51 2.74 Nobel Insurance Ltd oTCc 806 079 5.74 8.44 625 43 a 00 O 0O 5
Hilb Rogal & Hamilton NYS 1238 206 571 1675 11.13 98 oas 388 20 - . 1 a4
Marsh & Mclennan NYS 84.38 000 3.69 9600 7700 aa1 268 318 19 1676 503 NWNL Companies NYS 3200 2 81 154 3875 2650 388 080 2 50 -
Poe & Brown otc 1925 1.28 coa 2126 1675 22 ©ao zos 20 3.02 637 Ohio Casualty Corp oTc 6350 420 -o78 72.00 57 63 39 2.2 aso 13 a7.68 E
i NYS 2363 -308 5.00 2763 21.50 ass oas zos s 23.57 100
BROKERS AVERAGE os 11 31 22 Old Republic Int |
C)non Capital Corp NYS 3175 231 283 37 so 28.63 131 o072 227 8 25.56 1.24
INSURERS/REINSURERS Penn America Group Inc oTc 775 1071 081 950 650 2 < oo ooo ° NA va
. ACE Ita NYS 26.63 1.39 1270 3600 2550 242 ©.40 150 s =874 0 93 Phoenix Re Corp oTtc 2338 -4.59 1500 38 25 19 75 433 C© 28 120 7 1999 117
Acceptance Insurance Cos NYS 11ss 23S 2.15 1563 1113 24 ©.00 ooo 13 °65 1 18 Proident Ute Nfs 2763 00O 1265 s1.88 2563 252 104 9.76 10 2638 105
AEGON N VvV NYS 5050 1 46 7.76 5850 4325 39 122 242 10 3471 . oTc 1313 425 367 15.75 13.13 18 c 32 2 aa 11 1688 0.78
Aetna Life & Casualty NYS 5500 435 -871 66.25 46.13 956 276 502 10 71.84 0 R|Cea H0|dlngS NYS s88 208 24.19 1038 s63 620 c.32 5 as 6 a22 139
Allied Group Inc oTc 25.25 194 100 32.75 21.34 166 o6o =238 7 1045 242 RU Corp NYS 24 63 103 794 2775 2325 34 0.56 227 10 2291 107
Allmerica Prop & Casualty NYS 1788 205 1702 2216 1788 108 ©.16 090 4 56.97 0 31 St Paul Companies NYS 7813 250 1295 98 00 77 25 549 300 384 8 57 BA 35
Allstate Corp NYs 2325 5.10 21.85 34.25 23 25 sooz  ©0.72 3.10 s 1843 126 SAFECO Corp otc sa.88 1.79 oae 66 75 51.88 108 180 128 10 a1 59 32
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The snotoshoe rabbit
changes color with the

season, adopting a

white coat in winter

and a brown coat in

summer. This change,
which is gouerned 4
the shortening length

of Jay, enaWes the
rahhit to blend into its

6ac|eground for

protection.

The Ab;lity To Adapt To The Environment
IsNeeessary Forourvival InNature
AndIn Benefits Management

In nature, tlie ability to clianige and adapt is required for survival. In
managingg employee enefits programs, it s also becoming a necessity.

The Mutual of Omaha Companies recognize tllis need. Our experience in
developing and offering PPO, EPO, HMO and point-of-service plans gives us
tlie ability to worb with companies to design benefit programs tliat can meet tlieir
cnhanging needs. Our years of experience 11ave taugllt us the best ways to prepare
for change - and therefore, we re ready to help benefits managers

meet it. * g N
Nature is experienced at managing cliange. And so are we. 1 . 22.
Find out willat tile Mutual of Omala Companies Group ———

Operation can offer your company. Call Patricb Moes<Mer, Mimlili#Omallii

Companies
1-800-877-1052.

GRoup Openimon

The Managed-Cost Professionals



