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Business Kemper turns onshore to INEX
to securitize earthquake risk
CHICAGO-The market for obtaining in-

surance-linked catastrophe bonds is broad-
ening geographically followmg completion of

f the first onshore deal by the Chicago-based

Previous transactions have used special-
purpose offshore reinsurers to issue notes toeur¢mce
INEX Insurance Exchange

Investors as a way to avoid tax and regulato-

-6= ry problems, though U S Insurance commls-
sioners are working to create a more favor-
able climate within the states for capital
markets nsk financing (BI, Feb 15)Reporting Weekly on Corporate Risk, Employee Benefit and Managed Health Ca,e News / $4 Entire contents copyright © 1999 by

Crain Communications Inc All rights reserved See Updates on nezt page

PBGC surplus Court extends limits
sets record on expert testimony
of $5 billion By MARK A. HOFMANN suits brought in state courts )/«« · »»»- expert testimony in prod-

that lack similar limits luct liability cases The

WASHINGTON-Tort reform ad- Others warn that having SUPREME question before the court
By JERRY GEISEL vocates praise aUS Supreme Court federal judges determine was whether the standards

decision that expands federal Judges' the admissibility of expert - COURT·__ regarding the admissibility
ability to screen expert witnesses in testimony does not neces- of scientific expert testi-

WASHINGTON-Aided once again by a booming product liability cases sarily mean they will rule in mony set by the Supreme
economy, strong investment returns and no terminations The unanimous ruling is expected a manner favored by busi- Court's 1993 decision in

of big, underfunded pension plans, the Pension Benefit to sharply limit the admissibility of ness defendants Daubert us Merreit Dow Pharmaceu-

Guaranty Corp 's surplus now is a record $5 billion so-called Junk science in federal The unanimous ruling in Kumho ticats Inc should apply to other
The PBGC's surplus-the difference between assets it courts Tire Co Ltd et al vs Patrick forms of technical and specialized

holds and benefits it must pay to participants in failed However, some tort reform advo- Carmichael et at holds that federal testimony as well
corporate pension plans it has taken over-climbed to cates caution that the ruling could trial judges should act as "gatekeep- The Daubert standards Include

$5 01 billion last year, up from $3 48 billion in 1997 and spark an increase in product liability ers" in determining whether to admit See Witnesses on page 21
$869 million in 1996, according to the agency's 1998 an-
nual report, which will be released today

"Obviously, we had another good year Financially, we SlIA seeks self-insurer voice
4_ have never been healthier We have made an incredible

turnaround here," said PBGC Executive Director David
Strauss

The PBGC's robust health is certain to rekindle calls

from business groups that Congress pass legislation to New privacy Dill lobbying
cut the PBGC premium rate

But Mr Strauss, comparing the PBGC's three-year By MEG FLETCHER mation of the SIIA Alliance for Sen- tion in the course of performing nec-
consecutive run of racking up surpluses to the 21 prior sible Health Privacy Legislation essary claims management func-
years of annual deficits, says cutting premiums now WASHINGTON-A new business The alliance is needed because AA tions,' said James A Kinder, chief
would be unwise alliance is forming to lobby Congress "current legislative j*' executive officer of the SIIA in Santa

"With 21 years in the red and three years in the black, about self-insurers' concerns with proposals do not ful- , Ana, Calif
it would not be prudent to take this three-year snapshot pending medical records privacy leg- ly recognize the /281 The 1,000-member SIIA represents
and use it as the basis for making a long-term decision islation self-insured employers as well as the
like premium relief," he said Such legislation could greatly re- alternative risk financing industry,

And while a $5 billion surplus may appear large, it is strict the ability of self-insured em- including third-party administrators
dwarfed by the PBGC's most significant exposure the ployers to track the treatment of in-
$15 billion to $17 billion in unfunded liabilities in pen- lured employees, hampering cost-

and stop-loss and excessinsurers
unique The SIIA s new alliance will join

sion plans maintained by financially weak companies- control efforts as well as return-to- need for several other employer and insurer
those with below investment grade bond ratings That work initiatives workers compensation and proper- groups that have voiced concern
large exposure and an almost-certam future downturn in The Self-Insurance Institute of ty/casualty self-insurers to have un- about three comprehensive federal
the economy reinforce the importance of maintaining a America will announce today the for- restricted access to health 1nforma- See Privacy on page 4
cushion, Mr Strauss said

"The terminations of just a few large underfunded 10
plans can have a significant impact on our bottom line,"
Mr Strauss said

- YEARS

See PBGC on page 26 AFTER MiTITI©54[ MA IL DEE 7
Another strong year
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Results for single-employer insurance program A sea change in- -smety **
$18

r *'5

P/.- *: 7

(in billions of dollars)
By ROBERT KAZEL sea otters and hundreds of ,*,:.9 ,,,: :4,946 ZZ ,,*.*':.:,: *,

16 m Assets thousands of birds ' 'P > t <457 .. rA
I Liabilities Ten years after the Exxon While devastating to the local

14

1, Valdez oil tanker ran aground environment, the accident had
in Alaska's Prince William another effect Procedures and

12 Sound, leaking 11 million gal- rules were put into effect-
lons of crude oil into a previ- some mandated by law and oth-

10 ously pristine environment, ers voluntarily by industry-to
420/

leaders in the oil transport in- reduce the chances of a catas-
8 ,

dustry assert that the risk of a trophic spill from occurring
1993 1994 1995 1996 1997 1998

similar spill has been reduced again
Source Pension Benefit Guaranty Corp tremendously The oil spill and preventive i, , ./ il#*P

GRAPHIC BY MIKE GARVEY The worst oil spill in US his- legislation that followed "were Ck .,= i
tory occurred shortly after mid- more than an alarm clock (for r 9% '.
night on March 23,1989, when industry), it was as though p·.
the Valdez, carrying 53 million someone put a nuclear bomb .

gallons of oil, drifted from under your bed," said Richard It-fs:
To Subscribe Call tanker lanes and hit a shoal on T duMoulin, chairman of IN-

1-888-446-1422 in the U.S. or the sea bottom, breaching its TERTANKO, the international

NEWSPAPER
1-313-446-0450 outside the U.S. or hull Winds soon drove the oil association of Independent

over 1,300 miles of coastline, re- tanker owners Mr duMoulin
90 online to www businessinsurance.com sulting in the deaths of whales, also is chairman and chief exec- 9.3'

hundreds of seals, thousands of See Valdez on page 25 Ge.(**I*:_':a
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Updates OSHA head takes heat
INEX used to issue cat bonds

Continued from previous page
Under the deal, Kemper Insurance Cos will obtain $100 milhon in on ergonomics drive

coverage for Midwest earthquake losses for 37 months beglnnmg May
1, according to James E Tail, INEX president and chief executive offi- By MARK A. HOFMANN some of its other initiatives been numbered among Congress'
cer The triggering event for the INEX coverage is an earthquake of 5 0 Although cordial throughout the' Jiggest advocates of OSHA re-
or greater with an epicenter in one of seven covered states Arkansas, WASHINGTON-The contro- heating to his fellow Tarheel- form, isaid he undet stood that Mr
Illmois, Indiana, Kentucky, Mississippi, Missouri or Tennessee The ful- versy s .irrounding the Occupa- OSHA Administrator Charles Jef- Jeffreshstider "some pressure"
ly collateralized reinsurance agreement will protect both commercial tional Safety and Heal.h Admin- fress-Rep to promulgateAn« -.eanumics
and personal lines pollcies istration's proposed ergonomics Cass Bal- standaid

The notes, which were rated Ba2 by Moody's Investors Services Inc, A draft standard released earli-

were issued by Domestic Inc, a Delaware corporation, and Involved dissipate any time soon i N C, said er this year drew Immediate fire
two INEX syndicates affiliated with Kemper During an oversight hearing from employers and lawmakers

U S tax problems were avoided by structuring the offering as 80% concerning OSHA's operations regulatory alike for being both too bioad and
interest-bearing notes and 20% equities m Domestic Inc, Mr Tail said last week, the chairman of both
In the event of a loss, both the mterest and prmcipal of the notes may the House Committee on Educa-

agenda is too vague, as well as extremely
"a real dis- expensive to implement (BI, Feb

be at rlsk tion and the Workforce Protec- /.-  appoint- 22) The Outcry over the draft was
"Completion of this transaction through INEX marks a new mile- tions Subcommittee made clear ment " so great that Rep Roy Blunt, R-

stone for insurers seeking efficient sources of fully collateralized rein- that he thinks OSHA is going too Rep Bal- Mo, recently introduced legisla-
surance capacity and for investors seeking portfoho diverslfication," far with the ergonomics proposal, lenger, who tion designed to ban OSHA from
Mr Tait said even as he praised the agency for Mr Jeffress has long See OSHA on page 27

The transaction was structured, underwntten and distributed by Aon
Capital Markets, the Investment bankmg affiliate of Aon Corp

Superfund reform introduced California cou rt OKs capping
WASHINGTON-The House of Representatives last week revived

Superfund reform efforts with a bill that would provide hability rehef damages in dumping casefor small busmesses, recyclers, municipallties and waste cleanup con-
tractors

Rep Sherwood L Boehlert, R-N Y, chairman of the House Subcom- SAN FRANCISCO-California's Active Labor Act and managed care fornia's Medical Injury Compensa-
mittee on Water Resources and the Environment, introduced the bill, Supreme Court unanimously I uled plans that refuse payment for treat- tion Reform Act
which also targets the cleanup and redevelopment of "brownfields," or last week that the state's $250,000 ing patients who obtain medical Under the court's ruling, a $1 35
abandoned urban mdustnal sites cap on jury awards for non-eco- caie at non-network facilities or milhon Jury award for pam and suf-

Superfund reforms proposed by the measure, H R 1300, melude nomic damages in me(neal malpiac- without prior authonzation (BI, fering against the County of Los
• Providing an "Innocent landowner defense" to public and private tice cases protects hospitals even Feb 15) Angeles will be sliced to $250,000

owners and developers who acquire property after the disposal of toxic when they violate a federal act pro- In the California case, Barris us The case stems from the death in
waste at the site by other parties Innocent landowners could Include hibiting so-called patien: dumpmg County Of Los Angeles, justices 1993 of an 18-month-old girl She
those acquiring property through inheritance or chantable donation, The case had been closely ruled 7-0 March 25 that a claim al- died from an infection that could
contiguous property owners, or government entities galmng property watched because hospitals nation- leging a hospital discharged a pa- have been detected if a blood test
through involuntary transfer or eminent domam wide increasingly are finding them- tient before stabilizing the patient's had been administered before she

• Providing liability rehef for small busmesses that disposed of ordi- selves squeezed between the anti- medical condition is necessarily was transferled out of a county hos-
nary garbage at a site where others dumped hazardous waste dumping provisions of the federal based on professional negligence pital

• Capplng the habihty of municipal lanrlf111 owners and operators Emergency Medical Treatment and and thus within the scope of Cali- -By Roberto Ceniceros
• Clanfying the liability of cleanup contractors
• Ehminating hability of those who sent scrap plastic, glass, metal and

batteries to recycling facilities Service station owners who collected
used 011 for recychng also would be freed from habihty

The bill also would create grant programs for brownhelds assessment

**Y

2%Iowa R RG stops underwriting
and remediation efforts, to encourage wider redevelopment of these sites
than has been undertaken with money from the Superfund Trust Fund By JOANNE WOJCIK when the market is offering the runoff plan, which he expects

By last Fnday, the bill had attracted 33 co-sponsors-15 Democrats same coverage below cost Loy- to present to the Insurance De-
and 18 Repubhcans-along with the baclang of the Amencan Insurance DES MOINES, Iowa-The alty only carries you so far," partment by the end of March
Assn, the National Federation of Independent Business and others soft insurance market is claim- Mr Kellmg said Meanwhile, Mr Kelling has

ing yet another risk retention Furthermore, "our surplus lS been working with a unit of

Hartford buys part of Vesta group An Iowa-domiciled fa- still strong, and we want to Seattle-based SAFECO Corp
cility providing liability cover- keep lt that way If we tried to to assemble a comprehensive

BIRMINGHAM, Ala -The Hartford Financial Services Group Inc age for rental equipment deal- write below cost, it would hurt insurance program for members
has bought the $150 million reinsurance business of troubled insurer ers is closing down all of our members," he said of the RRG and the association

Vesta Fire Insurance Corp for an undisclosed sum Des Moines, Iowa-based ARDI's year-end 1998 surplus The package would include
Hartford, Conn -based Hartford Re Co w11 set up a Birmingham, ARDI Exchange, a Risk Reten- stood at $2 4 million, up from workers compensation and

Ala, office to manage the business "This acquisition complements our tion Group, licensed in 1987, $22 million at the end of 1997, property coverage in addition
portfolio and expands our reach m the South and Midwest," said Den- has decided to stop writing new according to Mr Kelling to the general liability coverage
ms Zettervall, chief executive officer of Hartford Re business effective Dec 31, 1998, At its peak, ARDI had about that had been written by ARDI

The deal wall enhance Hartford's reinsurance operations and provide Iowa insurance officials con- 550 members, all of which were The voluntary runoff of ARDI
some short-term relief to Vesta, said Keith Buckley, senior vp at Duff firmed last week members of the American comes on the heels of a move by
& Phelps Credit Rating Co The soft market is the reason Rental Assn But as of year-end Vermont regulators to place

Vesta has been suffering financial problems smce it revealed ac- for the decision to shelve the 1998, membership had shrunk Nonprofits' Mutual Risk Reten-
counting irregulanties last year RRG, according to Phillip R to Just 400 member/policyhold- tion Group Inc in rehabilita-

The inlection of capital from the sale of the reinsurance arm will Kelling, president and chief ex- ers Gross written premiums tion, following several years of
strengthen Vesta in the short term In the long term, however, the sale ecutive officer of ARDI and also were $1 9 million in 1998, down consistently declining premium
is less favorable, because remsurance has been a major source of bum- president of ARA Insurance sharply from $2 6 million in volume (BI, March 1)
ness for Vesta, Mr Buckley said Services, a Kansas City, Mo - 1997 Another Iowa-domiciled

For Hartford, the deal will give its reinsurance arm greater critical based managing general under- ARDI provided general liabil- RRG-Appliance Manufactur-
mass and expand its held of operation, Mr Buckley said writer that provides manage- 1ty coverage to ARA members ers Assurance Co Risk Reten-

ment services to ARDI in all 50 states, with combined tion Group-entered voluntary
Pension reform bill introduced "We're a small organization, single limits of up to $1 million runoff last year in light of soft

and we have to write at a prof- Mr Kelling 15 working with market pressure (BI, May 11,
WASHINGTON-Bipartisan pension legislation unveiled last it But it'S hard to compete Iowa regulators to develop a 1998)

week would allow employees to contnbute more to their retirement
plans and would smp away at employers' administrative burdens

Under the Pension Coverage and Portability Act, sponsored by /nside
Sens Charles Grassley, R-Iowa, and Bob Graham, D-Fla, the maxi-
mum annual salary deferral an employee could make to a 401(k) plan
would be hfted to $12,000 from the current $10,000 • Last week's Supreme Court decision clanfied the role of For the Recorrl 03

In addition, the maximum benefit that could be funded and paid trial judges to screen expert testimony, making explicit the Global Briek 19

through a defined benefit plan would be raised to $160,000 from high court's view of junk science, this week's editorial Insurance Services Guide 90
$130,000, while the limit on employee compensation that could be m- says PAGE 8 Legal Briefe 16

cluded in a pension formula would be boosted to $200,000 from Letters 8

$160,000 • A group of multinational companies plans to file a Euro- Perspectives 15

Other provisions m the legislation-similar to one the two senators pean Court of Justice test case to stop tax discrimination Products & Services
introduced last year-would eliminate rigid, mechanical pension that they say is preventing the creation of pan-European Ticker 97

non- discrimination tests in favor of looser facts and circumstances pension funds PAGE 19
Business insurance (ISSN 0007 6864) Vol 33 No 13, is published weeklytests
by Crain Communications Inc, 740 N Rush St , Chicago 111 60611 2590
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Conrail train ran a red signal and
that if that was the case, the
RMCC could not have prevented
the crash. A spokesman for Con-
rail, however, would not confirm
or deny that the Conrail train ran
a signal.

The communications center, Mr.

Business Insurance, March 29, 1999 / 3

Railroad invests in crisis management
By AMANDA MILLIGAN

ST. LOUIS-Although not ev-
ery train disaster can be avoided,
a Union Pacific Railroad initiative

that relies on local community in-
put to mitigate dangers could be
the ticket to fewer accidents.

This initiative, called the Risk
Management Communications

Center, was created by Union Pa-
cific about three years ago to
manage critical incidents, such as
fatal accidents, hazardous materi-
al spills and train derailments.
After Union Pacific Railroad

merged with Southern Pacific
Railroad, the united entity be-
came responsible for a 36,000-
mile spidery expanse of tracks
covering 23 states, said Dale Bray,

director of the RMCC for the
Union Pacific in St. Louis.

The vast territory necessitated a
standardization of the procedures
for handling emergency situa-
tions, he said.

A "mile-by-mile and crossing-
by-crossing" analysis of UPRR-
owned track is key to the RMCC.
Two mapping software programs
are used to plot the entire track
surface, and all emergency phone
numbers are available for every
area of the map, he said.

While the RMCC is able to pre-
vent some losses, some accidents,
such as last week's collision of a
UPRR train and a Conrail Inc.

train, may not be avoidable.
A spokesman for UPRR said

there were indications that the

UNION

Alternative markets

view deregulation
By ROBERTO CENICEROS

Imnl;TIM77M-

SAN ANTONIO-The possibility
that deregulation of financial services
in Japan could spur growth in the al-
ternative market was a hot topic at the
1999 International Alternative Insur-

ance Symposium.
Also much-discussed was the

deregulation of commercial
lines insurance in the United
States.

Additionally, an emerging
strategy calling for
the formation of

single-parent cap-
tives, primarily to
shift business taxation to the taxing of
captive premiums, was among the top-
ics presented by experts assembled at
the symposium March 14-17 in San
Antonio to discuss the future of the al-

ternative market.

In Japan, a movement to deregulate
insurance and financial services has

encouraged the country's multination-
al companies to seek out risk transfer

alternatives that have long been used
or discussed in the United States.

"We are seeing high levels of interest
from the largest domestic (Japanese)
corporations, and many of them are
brand names we are all familiar with,"

said Paul Pinckney, a principal for
Tillinghast-Towers Perrin in Irvine,

., Calif. "Some already have cap-
tive insurance companies; we

think we have identified 70

captives worldwide that are
affiliated with Japanese

parent companies.
But the large cor-
porations are very
interested in

learning more and more about alterna-
tive transfer, captive insurance and
other schemes to enable global inte-
grated programs for their companies."

Currently, the Japanese market is
highly concentrated among 26 non-life
domestic insurers, Mr. Pinckney said.
But those insurers now are showing
great interest in strategies such as rent-

See Captives on page 10

Hines looks to future
19/9 ing director of J.P. Morgan in

I.,[lid .. .nes Jr

Ment...: Symposium New York and chief operating
Tuesday. May 58. 999 officer of the company's Cor-

porate Services Group.
Also on the panel will be Dan

R. Anderson, the Leslie P.
Schultz Professor of Risk Man-

j
agement and Insurance in the

department of actuarial sci-
ence, risk management and in-

, surance in the school of busi-
5 ness of the University of Wis-

consin-Madison; and William
D. Smith, president and chief
operating officer of Long

-Jeur.ey Int. the n... Grove, Ill.-based Kemper In-
......um-

surance Cos. and a member of

Kemper's board of directors.
The event honors the late Harold H.

Hines Jr., former president and chief ex-
ecutive officer of Rollins Burdick

Hunter Co., now Aon Group Inc. It is
presented by the Chicago and Chicago
Suburban chapters of the Risk & Insur-
ance Management Society Inc., the In-
surance School of Chicago and Business
Insurance.

Registration for the event will begin at
3:15 p.m., with the program beginning
at 3:30 p.m. and a reception following
immediately at 5:30 p.m.

There is no charge to attend. For an
invitation, contact The Insurance School

of Chicago, 175 W. Jackson Blvd., Suite
2200, Chicago, Ill. 60604; 312-427-2520;
fax: 312-427-8528. Ell

CHICAGO-This year's Harold
H. Hines Jr. Memorial Sympo-
sium will offer a futurist's view

of what the new millennium

holds for business and society, ILLE
along with expert analysis of
what it means for risk manage-
ment and commercial insurance.

Titled "Journey into the Next ,
Millennium," this year's sympo-
sium will be held May 18 at the
Union League Club of Chicago.

The program, designed to help .
attendees prepare themselves to ; 1* .
maximize the opportunities and
minimize the risks associated

with coming events and changes,
will begin with futurist Edward
D. Barlow Jr. offering his predictions
for the economy, business and social
trends in the new century. Mr. Barlow is
a member of the graduate school faculty
at the University of San Francisco with
executive-level experience in business,
health care and education. Following
Mr. Barlow's presentation, a panel of
risk management and insurance indus-
try experts will offer their views on
what the predictions mean for risk man-
agers and the commercial insurance
business.

Among the panelists will be James V.
Davis, chairman and chief executive of-
ficer of the Advanced Risk Management
Services Division of Willis Corroon in

Nashville; and William J. Kelly, manag-

Las- week's

collision

of Conrail

and

Union Pacific

trains

is oovered

on page 18

Bray said, responds to approxi-
mately 31,000 telephone calls per
month.

Most calls involve alerting the
railroad to criminal activity, such
as trespassing or break-ins into
rail cars. Although a small num-
ber of the calls turn out to be un-

founded, every call is looked into.
"Until you investigate, how do

you know if it's legitimate or
not?," Mr. Bray said.

When an emergency call comes
in, a communications center staff
member can touch a button on the

map's screen to alert the train dis-
patcher for that area. If the c:11
comes from the public, another
call is first placed to local emer-
gency response tearns, then

UPRR's train management or haz-
ardous materials personnel may
be alerted depending upon the re-
ported problem.

Each railroad company is re-
sponsible for handling its own
critical incidents, Mr. Bray said,
and many do have "help desk"

See Railroad on page 18

Stagnant P/C resu Its
hint at trouble ahead

By JUDY GREENWALD increases, but there hasn't been any evidence
that increases are sticking or that the rates
are holding stable," said Ms. Stewart.

"Operations results-wise,
 you're going to see more of the

1 .  ..t % -

1 IS.tj Dturatnalysttlt*t
RESULTS burg Dillon Read in New York.

However, he added, "there are
some positive signs that the in-

1998
sponsible when it comes to pric-
dustry-s being a little more re-

ing some of the more inade-
quately priced lines in the busi-

ness."

Some companies, for example, are declin-
ing to write coverages that have had poor ac-
cident-year results, "such as workers comp,
medical malpractice and some professional
liability lines," Mr. Lewis said.

Even with those efforts, however, results
in 1999 are still likely to be poor because
"you're still dealing with distinctly inade-
quate rates," he said, Results also will be
hurt "as the industry runs out of prior year
reserve releases to offset the poor current ac-
cident-year results," he added.

As a result: property/casualty insurers for
See Results on page 24

As commercial property/casualty insurers
close the books on a lackluster

1998, market analysts already
warn of few prospects for im-
provement this year.

A few analysts see promising
signs of rate stabilization as well
as a greater willingness on the
part of some major insurers to
walk away from unprofitable
business. -

Others say, however, that with
reserve redundancies running out and no in-
dications of a general hardening of prices,
insurer results this year are likely to be
worse than 1998.

As a result of tough market conditions,
plus a resurgence of catastrophe losses, the
18 property/casualty insurers surveyed by
Business Insurance that report net income
posted a scant 0.9% increase in profits last
year to $13.45 billion.

"The results do not look good, and there's
nothing on the horizon to suggest that
they're going to improve," said Barbara
Stewart of Stewart Economics in Atlanta.

"There's a lot of foolish talk about price

Play to win: Consultant
Change management focus of recent seminar

By JOANNE WOJCIK the Huntington Library in Pasadena on
March 12 as part of the broker's commit-

ment to provide more than just traditional
insurance brokerage services, according to
Douglas B. Brown, president of Aon Risk
Services Inc. of Southern California in Los

Angeles.
"We're finding a lot of our clients are

looking to their brokers to provide more
proactive risk assessment and analysis, in-
cluding areas previously considered non-
traditional risk," he said.

Research finds most people play not to tose
See Seminar on page 12

PASADENA, Calif.-Risk managers need
to stay alert to safely navigate their organi-
zations through today's permanent white
water business world, a change manage-
ment consultant says.

Speaking to a roomful of approximately
350 risk managers, benefit managers and
chief financial officers attending a seminar
hosted by Aon Consulting Inc.'s Los Ange-
les office, Larry Wilson likened today's
fast-changing business climate to a white
water rafting trip.

"You can't control the water, so you try to
control the raft. The raft is you and your or-
ganization," he explained.

"How fast do we have to go to control the
raft?" he queried. "Faster than the water.
And if we have to go faster than the water
to control the raft, then how fast do we

have to go to handle change? Faster than
the change!"

Unfortunately, most people have an un-
conscious urge to go back to what's com-
fortable when confronted with a situation

that makes them uncomfortable, said Mr.

Wilson, founder of Pecos River Learning
Centers of Eden Prairie, Minn, Aon ac-
quired his company in 1994.

Aon brought Mr. Wilson's presentation to
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Privacy
Continued from page 1

health privacy bills introduced in the
106th Congress.

Two privacy bills have been intro-
duced in the Senate-S. 573 and S.

578-and a companion bill to S. 573
has been introduced in the House of

Representatives as H.R. 1057. In ad-
dition, pending federal patient rights »
legislation also contains privacy-re-
lated provisions.

The privacy legislation broadly
aims to limit unauthorized and inap-
propriate use of private medical in-
formation.

Because the "legislative staffers re-
sponsible for drafting health privacy
legislation have not been fully edu-
cated on how health information is

used for workers compensation pur-
poses, the resulting legislative pro-
posals would have a significant ad-
verse impact" on self-insured em-

ployers and insurers, according to an
SIIA briefing paper.

The new alliance's mission, there-
fore, is to educate lawmakers and

others about "why restrictions on the
disclosure and use of health informa-

tion must be done in a way that bal-
ances the need for privacy with the
legitimate needs of those who are re-
sponsible for providing benefits," Mr.
Kinder said.

The SIIA alliance generally sup-
ports health privacy legislation that
would address legitimate consumer
concerns, though it did not elaborate.
In addition, the alliance would not
oppose provisions creating criminal
or civil penalties for companies or in-
dividuals that illegally use or disclose
personal health information, accord-
ing to a statement.

Employers and insurers seeking to
retain access to information are fae-

ing off in the privacy debate against
consumer groups and labor unions,
as well as the National Assn. of In-

Our ears have

20/20 insight.

surance Commissioners, which is on

record as wanting such legislation to
apply to property/casualty insurers
that write workers compensation
coverage as well as life/health insur-
ers (BI, Sept. 21, 1998; April 27,
1998). Supporters of privacy legisla-
tion argue that workers injured on
the job should not have less protee-
tion than other workers.

Employers and insurers are partic-
ularly concerned about a proposal
common to health care privacy legis-
lation that would allow individuals

to completely block access to their
health information.

This would be "significantly dis-
ruptive," because workers compen-
sation self-insurers often need access

to a worker's health information to

determine whether or not a claim is

work-related or possibly fraudulent.
In addition, such information is nec-

essary to determine appropriate re-
turn-to-work programs, according to
the SIIA statement.

"An employee who files a workers
compensation claim has no incentive
to provide access to their health in-
formation, while at the same time the

employer is required to pay benefits
and lost wages, which may or may
not be appropriate," the SIIA said.

Other concerns include new ad-

ministrative burdens that the pro-
posed laws would place on employers
and insurers. The bills generally
would require documentation of each
review of an employee's medical file
as it moves through the typical chain
of claims handlers and processors.
An additional concern of the SIIA is

whether reinsurers would have ac-

cess to such data and whether they
would be considered an employer's
agent.

"Employers need to pay closer at-
tention to the federal level," said Stan

Smith, director of risk management
for Las Vegas-based Boyd Gaming
Corp. and a member of the SIIA. The
casino operator self-insures and self-
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tell us. Then we get to work. We deal with the right issues and,

with shared understanding, develop targeted solutions.
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grown looo%, making us the fastest growing Top io benefits and
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Call us. We bring something new to the table. We're looo% sure.
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administers workers comp claims for
its 16,000 employees in four states.

If federal privacy legislation is en-
acted, employers would lose the abil-
ity to manage medical claims, and
that would lead to significant cost in-
creases, Mr. Smith said. For example,
he estimated that his company's an-
nual medical costs for 10,000 Nevada

employees would be five times high-
er if federal privacy bills blocked his
ability to scrutinize medical pay-
ments to providers to ensure appro-
priate billing and treatment.

In addition to its current member-

ship, the SIIA is soliciting additional
companies to join the alliance.

Several other employer groups
have similar concerns about the pri-
vacy legislation.

The National Assn. of Manufactur-

ers and several other business and in-

surer groups have been involved in
the debate over medical records pri-
vacy for the past few years, said Neil
Trautwein, the NAM's director of
employment policy.

The SIIA's creation of a new al-

liance representing self-insurers is
"likely a welcomed development," he
said.

The National Council of Self-In-

surers also is concerned about medi-

cal records privacy legislation, said
Larry Holt, executive director. The
organization, based in New Provi-
denae, N.J., previously joined with
other employer groups to oppose
medical records privacy legislation
that would impede the management
of workers comp claims.

"The laws require companies to
make medical and indemnity pay-
ments to employees who experience
work-related injuries. In order for us
to do this, we require a free flow of
information between employer, em-
ployee and medical provider," Mr.
Holt said. "Without this free flow of

medical information, benefit checks
to injured employees will be de-
layed," he added.

Groups concerned about health
care privacy legislation must make
their impact felt soon, because a
deadline is looming.

Congress has until August 1999 to
enact privacy rules, or the job will
fall to the secretary of Health and
Human Services, according to the
1996 Health Insurance Portability
and Accountability Act (BI, April 27,
1998). ial

Bi promotes
Delany

NEW YORK-Blake Delany has
been promoted to Eastern advertis-
ing manager of Business Insurance.

In his new position, Mr. Delany,
34, oversees Bfs four-person New
York sales staff.

Mr. Delany joined Business In-
surance in 1993 as a district man-

ager in New
York. Prior

to that, he ,
was a pub-
lisher's ad- i

vertising 4 2:0 1' r.2=
representa- '...
tive at W.G.

Holdsworth

& Associ-

ates Inc.
X

and was an

assistant /

manager at Christie, Manson &
1 Woods in New York.

c He previously worked as a sales
representative/marketing special-
ist at Seltel Communications in

New York and as a research ana-

lyst at Katz Communications Inc.
Mr. Delany has a bachelor of arts

, degree in speech communications
from Ithaca College in Ithaca, N.Y.

Mr. Delany can be reached at
212-210-0134.
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New liability policy for online businesses
KANSAS CITY, Mo.-Media/

Professional Insurance has a new

insurance program for those who
conduct business via the Internet,
intranets, databases, World Wide
Web sites and online bulletin

boards.

The new product, CyberLiabili-
ty Plus, protects companies from
both content and service expo-
sures with one comprehensive
coverage plan.

CyberLiability Plus targets
companies doing business in the
electronic realm, including e-
commerce ventures, Web site de-

signers, Internet service

providers, bulletin board opera-
tors, Web site hosts, cyberspace
software developers and online
content providers.

The program provides protec-
tion against claims of libel; inva-

Products & Services

sion of privacy; copyright and
trademark infringement; errors,
omissions and negligent acts;
unauthorized access; data tam-
pering and more. The minimum
premium is $1,000, which pays for
a coverage limit of $250,000 or
split limits of $100,000/$300,000.
Minimum self-insured retention is

$2,500 for each loss.
CyberLiability Plus is written

on an occurrence form and offers

a maximum of $10 million in cov-
erage. Coverage territory is uni-
versal.

Media/Professional Insurance,
an underwriting and claims man-
ager, provides media liability and
miscellaneous E&0 insurance for

service-oriented businesses. Cy-
berLiability Plus is written
through Gulf Insurance Group
and other insurers for domestic

policies, as well as Lloyd's of Lon-
don.

For more information, contact
Marcia Jenson, marketing coordi-
nator, Media/Professional Insur-

ance, 816-471-6118.

Y2K legal guide

NEW YORK-"Law of the Year

2000 Problem: Strategies, Claims
and Defenses" is a new book that

details the legal issues arising
from Year 2000 computer prob-

LEGACY
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CARE

We're not only knownfor keeping people healthy,
we'rue developed quite a reputation for putting

bottom lines on tbe road to recovery, too.

lerns.

The book is a compilation of re-
search and legal analysjs by
Richard D. Williams and Bruce T.

Smyth, both nationally reeog-
nized experts and seminar leaders
on the Y2K computer crisis.
Drawing on their experience in
complex civil litigation and ex-
tensive research on the legal as-
peets of the Year 2000 problem,
the co-authors present a system-
atic framework for understanding
what the Y2K problem is, where
the problem is headed, and how
corporations need to respond to
avoid potentially devastating lia-
bility costs.

"Law of the Year 2000 Prob-

lem" opens with the co-authors'
assessment of the likely implica-
tions of Y2K failures and then

outlines essential steps to take

People and profits. We have the Right Solutions to help you with both - without sacrificing one
for the other. For comprehensive information on our many services, contact us today.

And you'll see why we're the right solution for total prescription benefit management for you.

ECKEOD
HEALTH SERVICES
THE·RIGHT·SOLUTION

A member of tbe J. C. Penney Company, Inc.family
Eckerd Health Services • 620 Epsilon Drive • Pittsburgh, 84 15238 • Toll Free: 800·814•6600

Visit our website at www.ebs.com

prior to Jan. 1, 2000. These in-
elude: creating corporate aware-
ness of the Y2K problem; estab-
lishing an organization to address
it; evaluating internal technology
functions, as well as outside inter-

faces; reporting on failures al-
ready occurring; documenting the
Year 2000 problem with a formal-
ized document retention program;
and performing the legal audit.

The book is available for $160
from Aspen Law & Business ahd
comes with a 30-day trial exami-
nation. To request a copy, call
800-638-8437 or fax 800-901-

9075.

Product recall policy

NEW YORK-American Inter-

national Underwriters, the inter-
national property/casualty orga-
nization of American Internation-

al Group Inc., has introduced Cri-
sis Recall, a policy that provides
coverage for product recall costs
for consumer product manufac-
turers.

Crisis Recall is designed for
manufacturers of finished prod-
ucts, such as consumer durables,

children's products and toys,
clothing, office equipment and
sporting goods. It provides cover-
age for losses associated with a
product recall, including commu-
nications, transportation, ware-
housing, overtime and expenses
for employees, product disposal,
costs to replace or restore the re-
called product and redistribution
of a replaced or restored product.
In addition, it provides coverage
for the costs to replace a recalled
product that has been destroyed,
is unfit for resale, or unfit for its
original use with a different prod-
uct of similar value.

The policy also covers the fees
of Kroll O'Gara Associates, an in-
ternational crisis management
and investigative consulting firm,
and the public relations firm of
Hill & Knowlton Inc. for services
related to covered events. No de-

ductible applies to consultant
Costs.

The policy is available on a
worldwide basis with limits of li-

ability of up to $10 million.
For more information, contact

800-950-8773 or 212-770-2704.

London market guide

LONDON-Evandale Publish-

ing Ltd. recently released the 1999
edition of Evandale's London In-

surance Market Directory.
The directory lists active opera-

tions in the London market, in-
cluding insurers, Lloyd's syndi-
cates, brokers, underwriting
agents, contact offices, loss ad-
justers, lawyers, accountants and
consultants.

Each organization has its own
entry in the directory, which is ar-
ranged in sections by type of oper-
ation. For each company, the List-
ing includes up to 20 key officers.
Complete phone and fax numbers
are given, along with areas of spe-
cialization and financial data.

Other sections include a listing
of key insurance media contacts,
as well as a register of nearly 300
operations that either have left
the London market in recent years
or have had a change of name or
ownership. The directory is cross-
indexed by both organizations
and individuals.

Evandale's London Insurance

Market Directory is available for
£155 ($265) each for one to four
copies, and £130 ($220) each for
five or more copies.

For more information, contact
Evandale Publishing Ltd. at 44-
171-242-2500. [al
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Timely response is essential in any
successful business enterprise. But
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insurance market. We've helped all
types of firms, with a wide range of
needs. Along the way, we've grown a
reputation as being highly
responsive to client needs.

To learn more about how you
might benefit from our responsiveness,
see us at www. orrm. com or

call 414/797-3400.
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Captives
Continued from page 3

a-captive schemes, so that they
can reconcile their marketplace
with the new demand by Japanese
corporations.

Japanese corporations have been
bound up so long by tariff-driven
regulation that they now want to ac-
celerate their use of various insur-

ance mechanisms, Mr. Pinckney said.
"We are spending more time talk-

ing about multiprograms and blend-
ed risk in Japan than we are in the
United States," he said.

The situation presents vendors and
consultants with an opportunity to
help those corporations in the early
stages of developing risk-transfer
programs, rather than those in the
advanced stages.

A change in Dublin, Ireland's tax-
ation of captives domiciled there also
is expected to force changes in cap-

tive strategies for Japanese corpora-
tions, to the benefit of other domi-
ciles, such as Hawaii and Guam.
Dublin has been a preferred domicile
for Japanese companies.

Although European companies are
pleased Dublin is reducing its corpo-
rate tax from 26% to an eventual

12.5% in 2005, this is unfortunate

news for Japanese companies.
According to Japanese law, if a

captive domicile offers a tax rate of
more than 25%, then the captive in-
surer pays that tax rate and the
domicile is not declared a tax haven

by Japanese tax authorities, Mr.
Pinckney explained.

However, if a domicile's tax rate is
25% or lower, it is deemed a tax
haven, in which case earnings from
an offshore company are consolidat-
ed with the parent company's tax li-
ability and the parent company must
pay an applicable Japanese corpo-
rate tax of more than 50%.

While changes afoot in Japan

4. ELDORADO
(] COMPUTING,

- INC.

5353 North 16,h Sweet, Suire 400
Phoenix, AZ 85016

602-604-0100 • FAX: 602-604-0115

hrrp://www. eldocomp.com

could benefit U.S. alternative market

operators, state-by-state deregula-
tion of commerciallines insurance in

the United States is seen as a poten-
tial, but not likely, threat.

Several states have, in varying
forms, deregulated commerciallines
insurance. Other states are expected
to follow, with a "potential" impact
on group captives and risk retention
groups, said Charles E. "Edd" Erick-
son, chairman of the National Risk
Retention Assn. and president of
Signet Star Reinsurance Co.'s Alter-
native Markets Division in Florham

Park, N.J.

"There seems to be a certain seg-
ment of the industry that thinks this
would be a way to draw business
back out of captives and risk reten-
tion groups and into the standard
commercial lines arena," Mr. Erick-
son said.

But that would depend on all 50
states adopting uniform deregulation
measures, he said. If all 50 states

Eldorado Computing's
MCSpac takes the
Nightmare Out of
Claims Repncing

1he buzz word is auto adjudication
The benefit is instantaneous Introducing
Eldorado Computing's MCSpac
propnetary software system that simplifies
managed core transactions including
facility or anallory contracts This system is
o comprehensive and flexible solution for
organizations involved with high volumes
of managed care transactions. TPAs. PPOs,
HMOs and IPAs are now empowered with
the computerized technology ro fully
automate managed core repricing,
including the automation of complicated
facility contracts.

MCSpac can serve as o stand-alone
product or integrate with other Eldorado
producrs for o tomi solution to managed
core, case management and health
benefit management challenges.

For more information or to schedule a

live demonstration, call Eldorado Sales at
602-604-3100.
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tout defining which vocabulary term Some employers ignorantly pretend that
»y meant by "plan." the TPA, working under strict contractu-

adopted similar quAlifying standards
for deregulation, then there would be
less need for RRGs. That follows be-

cause the Risk Retention Act was ini-

tially passed, in part, to help certain
businesses circumvent the need to

comply with insurance regulations
that vary by state.

Currently, most states' intended
deregulation quAlifications are vast-
ly different, Mr. Erickson said. In
some states, a business might qualify
for exemptions to regulation if it
pays $25,000 in annual premium. In
others, the premium requirement
might be $250,000. Other qualifying
factors also differ considerably from
state to state, such as the number of
employees working for a company or
whether the company has a risk
management staff.

"Once again, the National Assn. of
Insurance Commissioners has been

unable to impose any kind of unifor-
mity, even though they have now
adopted their model act and it, too, is
different," Mr. Erickson said.

There is much agreement that a
uniform "50-state change en masse
will not happen," added Peter C.
Hunter, vp for Munich-American
Risk Partners in Princeton, N.J.

Yet the NAIC's ongoing accredita-
tion process for state insurance de-
partments is creating headaches for
the insurance market. As states seek

to meet accreditation standards,
there is a greater filing burden being
placed on market players, Mr. Erick-
son said.

"It seems, in some states, to be im-
possible to get a simple rate and form
review done; and in other states, it's

impossible to*.:
(insurance) deparin. -
"Sooner or later, I think the . ->.
cial lines insurance community;-»1
cluding captives and risk retention
groups, are going to stand up and
say, 'We are not going to take any
more of this. ,/

Meanwhile, sawy alternative mar-
ket representatives continue devel-
oping new risk financing strategies.

Mr. Pinckney said he foresees an
"emerging market" of companies
forming captives, primarily to shift
their tax burden. Although the for-
mation is financially motivated, real
risk transfer does take place.

"Some of the more creative kind5

of captives we are seeing today are
taking advantage of captive premil
um tax schemes for assets and fof

cost of risk, as opposed to having
those assets or cost of risk taxed ac}
cording to state taxes or excise taxeh
or business taxes," Mr. Pinckney
said. M

The practice can make a dramatic
difference in a corporation's tax rate,
he said. Citing an example, he said
one company is forming a captive for
property/casualty risks and for eil
cesslimits coverage.

The corporation can "recharacter-
ize" franchise taxes on certain assets

it holds, put those assets in a captive
as capitalization, and pay captive
premium taxes of less than 1%.

"The (company's) financial man-
agers have listened to their auditors,
their captive managers, their brokers
and their actuaries and have said

this is a way to save," Mr. Pinckney
said. El

Captive can spark
risk dialogue: Exec

By ROBERTO CENICEROS

SAN ANTONIO-One often-

overlooked advantage of forming
a captive is that doing so can help
reduce the cost of risks not in-

sured through the facility, says
one executive in the field.

Those savings can come about
because of better communication

among the involved parties. That
communication, however, is not
always spontaneous and needs
to be fostered, according to
captive experts dis-
cussing "The Nuts and
Bolts of Captives" at
the International
Alternative

Insurance

Symposium,
held March

14-17 in San Antonio.

Increasing discussions among a
company's corporate leaders
about all the risks facing their or-
ganization-not just those insured
by the captive-is one of the
largest benefits of forming a facil-
ity, said J. Brady Young, president
and chief executive officer of Al-

ternative Risk Solutions Inc., a
Waltham, Mass.-based unit of
Winterthur International.

"I have seen it many times with
single-parent captives-the fact
that you can get the chief legal
counsel, the CFO, the CEO and
other people away from the office
and get them to Vermont, Bermu-
da or wherever, where they are
seeing what the losses mean," Mr.
Young said. "It's a way to engage
them in a whole risk management
process."

A similar phenomenon occurs in
group captives.

"Where you have smaller group
captives. . .where there are 20 or
30 participants, it surprised the
heck out of me that more people
were not involved in talking to

each other about how to deal with

their risks outside of the captive
or augmenting the captive," said
P. Bruce Wright, a partner at law
firm LeBoeuf, Lamb, Greene &
MacRae in New York. "And then

they started having sessions every
time they had a board meeting to
discuss those things. They found
they were reducing costs that had
nothing to do with their captive."

Not only does membership in a
group captive increase the

communication within a

company, it brings out
the competitive nature
in all its members, Mr.

Young said.
"They

don't want to
be the one

who is gener-
ating all the losses," Mr. Young
said."There is peer pressure, and
they can band together to drive
down claims."

The most successful and well-

supported captives are those
whose owners or members get the
word out about the facility's on-
going success, added Kathryn A.
Westover, chief operating officer
for ARS Management, a Colch-
ester, Vt.-based unit of Win-
terthur International.

Some captive operators rely on
a technique called "annual cap-
tive value-added analysis," Ms.
Westover explained. It is a "very
simple" plan to determine how
they will record the value con-
tributed by their captive and how
they will regularly report that in-
formation throughout their com-
pany.

"I know this sounds elemen-

tary," she said. "We are not talk-
ing rocket science, but it is impor-
tant."

Some captives, Ms. Westover
said, might only distribute a

See Dialogue on page 12
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Dialogue
Continued from page 10
financial statement every month or
quarter. "That is great; you have to
do that," she said. "But that is not
the whole story. There is a lot of
other captive information that
people do not capture because they
don't realize how important it is,
so therefore they are not able
to communicate throughout their
(parent company) what the captive
is doing."

That information is mostly sub-
jective, such as how a captive was

able to help one of its parent com-
pany's operating units with a busi-
ness problem, Ms. Westover ex-
plained.

Holding performance reviews at
a captive's annual board meeting
is another practice among the best
captives, Ms. Westover said. "Oth-
erwise, that type of information
gets buried," she said.

"You have to realize that a lot of

people, CEOs, CFOs, see captives
as just a boondoggle, a way to
serve on a board, go to a nice
place, and have a meeting," Mr.
Young added. "The fact is, some
captives do operate that way.

Those are the ones, when they get
discovered, they quickly get shut
down."

Performance reviews

at the annual board

meeting is a practice
of the best captives,
Kathryn A. Westover says.

But serious alternative market

participants continue to find plen-

Collaboration to continue
SAN ANTONIO-The Captive

Insurance Companies Assn. Inc.
and the National Risk Retention

Assn. continue to be encouraged
by their collaboration, CICA
President Judith McDonald said

during the Second Annual
International Alternative In-

surance Symposium, held ear-
lier this month in San Anton-

io.

Consequently, the CICA and
the NRRA will sponsor a third
symposium to serve as the main

annual conference for each or-

ganization.
The third symposium will be

held March 19-22, 2000, at the
Westin LaPaloma in Tucson,
Ariz.

For more information, call
612-928-4665.

About 350 people attended
the San Antonio symposium.
Leaders for both associations

agreed to continue collaborating
on other issues of common in-

terest.
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ty of legitimate reasons for form-
ing a captive.

For example, one association
that sponsors a national insurance
program-including property,

general liability and workers com-
pensation coverages-for its mem-
bers recently formed an insurance
facility, Mr. Young said.

The soft insurance market forced

the association to search out a way
to reduce costs while maintaining
a viable program. Additionally,
the association wanted to unbun-

dle insurance services, instead of
buying them all in a package from
one insurer, so that it could con-

Seminar
Continued from page 3
rather than play to win, but in al-
most every discipline the reward is
directly proportionate to the risk,
Mr. Wilson pointed out. He promot-
ed his book "Play to Win" during the
seminar.

Instead of reverting to the old
ways of doing things, "we must learn
to become comfortable being un-
comfortable," he said. "Take a risk;

if it doesn't work, it's not a tragedy.
It's not the end of the world. You're

not going to die. It was merely incon-
uenient."

Mr. Wilson also urged his audience
to look at their work more positively.

"Don't say, 'I have to go to work,'
because this automatically conjures
up negative emotions. Instead, say, 'I
choose to go to work,"' he suggested.

"Ask yourself,'What benefit can I
derive from this?' then focus on that

benefit. This is how we motivate our-

selves," Mr. Wilson explained.
Stephanie McCracken, director of

risk management and safety at
Young's Market Company in Orange,
Calif., came away from Mr. Wilson's
seminar considering other types of
risk-financing beyond traditional in-
surance

"He's saying don't be afraid to
take a step in a direction that you
haven't gone in before," Ms. Mc-
Cracken observed. "To me that

means to try to explore more risk fi-
nancing avenues than I've looked at
before. I know there's a lot more out

there," she said.
Applying another piece of Mr. Wil-

son's advice, she added: "If I fail, so
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tract with the best providers of
those services.

Under its previous insurance
program, "frictional" costs such as
administration, loss control and
claims services accounted for 45%

of expenses. By forming a captive,
the association immediately re-
duced those costs by 5%, and it
aims to reduce them by another
10%.

The organization used the cost
savings to boost its marketing po-
sition. In addition, it can offer
members the benefits of invest-

ment income derived from its cap-
ital. [al

what? Ill just try something else."
Robert Meza, director of credit at

ViewSonic Corp., a computer moni-
tor manufacturer in Walnut, Calif.,
said the "Play to Win" seminar moti-
vated him to "be a little more cre-

ative" in seeking solutions to his
company's customers' problems.

For example, "we can't get anyone
to underwrite a credit risk for a cus-
tomer in Brazil because of the cur-

rency devaluation there," he ex-
plained.

"In the past, I may have said, 'I'm
sorry, but we can't work with you.'
But now I'm going to try to work
something out, think outside the
box," Mr. Meza said, adding that it
would be a good strategic move for
his company to enter the Brazilian
market since it hasn't sold its prod-
ucts there before.

Nancy Mayer, director of corpo-
rate risk management for Ventura,
Calif.-based Affinity Corp, the par-
ent company of numerous outdoor
recreational service organizations,
said the "Play to Win" seminar was a
reminder that the business world is

changing so rapidly that it's danger-
ous for risk managers to become
complacent.

"You can't describe anything any-
more," she said. "Everything is
changing What was true of a certain
subsidiary in Peoria five years ago
may not apply anymore."

The rapidly changing business en-
viI'onment must especially be consid-
ered when renewing insurance poli-
cies, Ms. Mayer said.

For example, multiyear policies
may not always be appropriate.

"How do I know what I'm insuring
two years from now?" she said,
pointing to Affinity's 1997 acquisi-
tion of Camping World as an exam-
ple. "We acquired Camping World
two years ago, and before that, we
weren't in retail."

"The reality is that most business-
es are faced with rapidly increasing
complexity and fickle customers,"
Mr. Wilson agreed during his presen-
tation. "If there is a business where

simplicity and profitability reign, it
is short-lived; in today's instant in-
formation marketplace, competitive
pressures for the niche are swift and
sure. Sometimes this competition
comes from across the street, some-
times from across the globe."

Regardless of where it is coming
from, risk managers and benefit
managers must be prepared, he said.

"For most organizations, the
struggle to thrive has almost Dar-
winian overtones. An intensely com-
petitive environment favors those
who can continually adapt, learn,
adapt and learn again-and contin-
ue that cycle quickly and efficient-
ly," Mr. Wilson said.

Unfortunately, few, if any, of us
have ever taken a course in learning
how to learn, he pointed out.

"Maybe our curriculum hasn't
prepared us for what we need to
know to succeed in life," he suggest-
ed.

But"we have to look at things in a
different way, reconceptualize it, see
the world through a different pair of
glasses," he said.

"That's what leadens do." HEI
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CKI]mllOCUS
Risk managers strive to translate

and communicate their goals
By MARIA KIELMAS

Risk managers who have the same spe-
cialized background as other managers in
their organizations may be able to get
their messages across more easily, Euro-
pean risk managers say.

This is more likely to be the situation in
technical industries, in which many com-
panies demand their managers have spe-
cialized knowledge, than in less technical
businesses.

But even with technical know-how,

communication can be a challenge for
risk managers, who still may be seen as
outsiders by operational managers, ac-
cording to risk managers.

In the United Kingdom, as in most of
the English-speaking world, risk man-
agers typically have financial or legal
backgrounds.

Elsewhere in Europe, however, risk
managers are more likely to have training
in engineering, which can help them
when addressing technical loss control is-
sues within their organization.

Risk managers are qualified engineers at
UPM-Kymmene, the product of the merg-
er of Helsinki, Finland-based pulp, paper
and wood products manufacturer

Kymmene Corp. and United Paper Mills,
a division of Finish forestry company Re-
pola, said Henrik Diesen, the head risk
manager.

That specialist training enables them to
communicate more effectively at the op-
erational level, he said.

Mr. Diesen noted the importance of a
risk manager knowing the business of the
company.

"If you go into a paper mill to see the
operations manager, you can't talk about
things you don't know," said Mr. Diesen.
A common technical understanding of
the business helps foster communication
between the risk manager and other de-
partments, he explained.

In the oil industry,.most risks typically
are managed by specialists and profes-
sionals, says Ramon Alvarez Pedrosa,
group risk manager at Madrid, Spain-
based oil company Repsol S.A.

Risks arising from exploration and pro-
duction are typically handled by geolo-
gists and reservoir engineers, he noted. In
addition, people other than the risk
managers are in charge of such areas as
health, safety, security and the environ-
ment.

As a result, Mr. Pedrosa said, his role as

the risk manager is to "coordinate be-
tween the division dealing with the risks
in terms of financial exposure and with
the (underwriters and brokers) handling
the policies."

The oil company risk manager talks di-
' rectly to the general managers of various

divisions, be these exploration and pro-
duction, refining or marketing, and re-
ports directly to the chief financial offi-
cer. Mr. Alvarez is the central coordinator

for risk analysis in the company, but re-
sponsibility for risk management of spe-
cific areas lies with the managers in those
areas.

In addition, at Repsol the risk manage-
ment department has direct access to the

board, as the main board of directors and
the main audit committee are based in

the same building as the group holding
company.

But not all risk managers enjoy such
easy access or influence within their orga-
nizations.

Mike Madden, risk manager at John
Menzies Ltd., a newspaper, stationery
and confectionery retail chain that oper-
ates only in the United Kingdom, has
struggled to convey to other departments
the importance and mechanics of risk
management.

In order to coordinate the various risk
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'Hyougointo apaper mill -

to see the operations manager,

you canT talk about things
you don't know'

- Henrik Diesen

management functions of his company,
Mr. Madden has to communicate with se-

nior managers in eight divisions. He said
he sbmetimes accomplishes this with
varying degrees of success.

"We have gone from being ignored to
occasionally managing to show that
something we are doing saves money,"
he said.

The other Menzies divisions sometimes

view the risk management department as
a competitor, and it may be difficult for
operational line mangers to accept that
the risk manager knows anything about
those managers' part of the business,
speculated Mr. Madden.

Even Mr. Diesen of UPM-Kymmene ac-
knowledges that his involvement is not
always welcome.

During the merger of the two forest
products companies, operational execu-
tives were often unwilling to listen to
suggestions from the risk manager, he
said.

One tool that can help risk managers to
communicate the importance of risk
management is loss and claims databases,
risk managers agree.

Risk managers can use risk manage-
ment data to show management that
their programs can save money and add
value.

For John Menzies' Mr. Madden, the im-

portance of a claims database has proven
itself in an ability to target unsafe drivers
who may generate more claims.

The database has allowed the company
to implement a policy of cautioning
drivers who have more than two fault ac-

cidents within 12 months. "This is some-

thing I've needed for many a year," he
said.

UPM-Kymmene's Mr. Diesen also is a
strong proponent of good databases. "We
maintain a loss database, and we have a

pretty good idea of what has happened in
the group. It is a real asset when we are
buying insurance," he said.

it may be difficult for operational

line managers to accept that the
risk manager knows anything about

those managers' part of the business.
- Mike Madden
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The success of risk management com-
munication also depends upon each par-
ty's understanding of the word "risk."

Accountants, risk managers and under-
writers, for example, all have different
understandings of the word, Mr. Madden
said.

Senior management executives do
sometimes need convincing that risk
management adds value, said Neil Camp-
bell, director-risk management at Risk In-
surance Services, a division of London-

based pharmaceuticals company Zeneca
Ltd.

Risk managers can show their value in
many ways: through costs, profits, cash
flow, knowledge allocation of capital and
even through comparison with peer
groups, he said.

For his company, the communication
of risk management issues to senior man-
agement is relatively easy. "We do not
perceive any problems in communica-
tion. This is a risk-driven business," said

Mr. Campbell.
Perceptions of risk, however, move to

the opposite end of the spectrum at John
Menzies.

"The secret in communicating is: Don't
use the words 'risk management.' When
you do, you see peoples' eyes dull over,"
said Mr. Madden, noting that many posi-
tions in U.K. organizations these days

41

claim to have something to do with man-
aging risk.

"A proper risk manager needs a new
name, something that no one else has,"
he said.

Mr. Madden said he would like to see a

title that conveys to everyone in an orga-
nization the importance of the risk man-
ager's role.

One change in the risk management
function that could pose added commu-
nication challenges is the rapid conver-
gence of the insurance and capital mar-
kets.

Many European multinationals, like
their U.S. counterparts, are developing
risk management departments that coor-
dinate all of a company's potential risk
exposures.

"We no longer distinguish between fi-
nancial risk, operational risks and the
more traditional risk management," said
Thomas Aln, president and group risk
manager of Skanska Financial Services, a
division of Stockholm, Sweden-based

construction, engineering and real estate
company Skanska A.B.

SFS coordinates all the risk manage-
ment for Skanska units. The chairman of

the SFS board of directors also is Skans-

ka's chief financial officer, making com-
munications with the company's highest
echelons a relatively straightforward mat-
ter.

SFS, created about one year ago, was the
product of some six to 12 months of
analysis. Mr. Aln explains that, before the
analysis, his department had handled all
the risk management and had been work-
ing with the usual traditional and alter-
native methods of risk transfer when the

commercial reality of the insurance and
financial sectors converging of risk expo-
sure became apparent.

"We came to the conclusion that the

risks might be different, but it's still the
same discipline (to deal with them)," be-
cause of the convergence between the in-
surance and capital markets, Mr. Aln said.

Convergence is "no longer just a trend,
but it's here to stay," he said.

This means that a company whose
business is multimillion-dollar interna-

tional projects is able to start putting to-
gether packages that combine project fi-
nance with risk management financing,
he said.

Employing specialists in the various fi-
nance, engineering and asset manage-
ment fields gives Skanska the ability to
double-check suggestions that come from
outside the company, according to Mr.
Aln.

"We have the ability to be critical of
things suggested not so much by the in-
surance industry as by the banking sector
and consultants of various types," he
said.

There are also new challenges facing
the company, such as its media coverage.

"For a large multinational group like
Skanska, something that happens in Aus-
tralia or Brazil may have a real effect on
our results in Sweden. So we have to look

at it on a broad scale," Mr. Aln said. Ell
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GLOBA]OCUS
Globals face cultural challenges

Differences in attitude can complicate risk management effo rts
By SARAH GODDARD

Mergers and acquisitions can expand an
organization's international reach-and
risks-overnight.

This expansion creates not only new ex-
posures to identify and manage, but also
new attitudes toward risk that must be

learned.

Cultural perceptions of risk vary widely
from country to country, and even within
countries can change dramatically in a rela-
tively short period of time, experts say.

Vladimir Akimov, deputy head for sci-
ences of the Russian Ministry of Civil De-
fense, Emergencies, and the Elimination of
the Consequences of Natural Disasters in
Moscow, describes in a recent paper, for ex-
ample, how the safety culture in the former
Soviet Union changed along with the na-
tion's political shift from communism to
democracy.

Before the Soviet Union disintegrated,
government policy had been to ensure "at)-
solute" safety from both natural and man-
made disasters, he wrote in the paper, which
was delivered at the Society for Risk Analy-
sis' annual conference in Phoenix last De-

cember.

"Under the circumstances, in our country
there were no valid incentives, at least eco-

nomic and legislative ones, for carrying out

research involving quantitative assessment
of risk created to the population and the en-
vironment by some kinds of hazard, as well
as for developing the appropriate provisions
to be taken in advance to mitigate the im-
pact of a hypothetical disaster," Mr. Akimov
wrote.

However, as communism was replaced
with a democratic system, the government
realized that efforts to attain absolute elimi-

nation of risk were uneconomical and no

longer retlected the best practice.
Russia therefore embarked upon a pro-

gram of identifying "acceptable" risk levels,
balancing potential hazards with potential
profits, alongside social priorities, Mr. Aki-
mov wrote.

Attitudes toward risk also can change
from country to country, which underscores
the benefit to multinationals of having uni-
form risk management approaches world-
wide, according to Liz Taylor, an indepen-
dent risk management consultant in Birm-
ingham, England, and former chairman of
the Assn. of Insurance & Risk Managers.

For example, she said, in Spanish society,
it is almost considered correct to take a risk.

As a consequence, Ms. Taylor said, Spanish
risk managers may have difficulty imple-
menting risk control programs and are more
likely to function as insurance buyers.

"Organizations with Spanish operations

as part of a multinational spread would be
well advised to have consistent standards

around the world" rather than leave respon-
sibility for risk management to local opera-
tions in Spain, she suggested.

"As the world is getting smaller, maybe
programs will get more standardized," said
Philip Wray, underwriter with Brockbank
Syndicate Management Ltd. in London.

Centralized risk management standards
are a growing trend, noted Mr. Wray, who
said that the degree of centralization de-
pends on the organization's headquarters.
For example, he said, U.S. companies tend
to be much more centralized than compa-
nies that are based in European countries,
though that is changing.

Martin Stone, head of research at London-
based consultant Control Risks Group,
agreed. "The standardization of risk percep-
tion is definitely happening," he said. And
as multinationals spread around the globe,
they take their risk attitudes with them, he
added.

To avoid differences among local risk
management standards, most multination-
als tend to strive for "best practices" world-
wide, said Deborah Durkin, managing direc-
tor with Aon Global Risk Consultants' cor-

porate consulting practice in London.
"With the very largest organizations, there
is much more consistency on a global basis"

Convergence nears for networks
LIMNET, RINET, WIN seek common standards, business rules

By CAROLYN ALDRED

Tens of millions of commercial insurance

claims and reinsurance transactions are

now processed electronically, little more
than a decade since the first electronic net-

works were established in the industry.
However, the much-hailed technology

has thus far failed to radically change the
way risks are placed or underwritten.

This, in part, has been due to the net-
works' need to keep pace with both the
rapid globalization of the insurance indus-
try and the continual changes in commu-
nications technology, while at the same
time persuading the industry's traditional-
ists that electronic commerce has a vital

role to play.
Three major networks plan to accelerate

the process by working closely together-
possibly even merging their operations-to
create common standards and business

rules. This would allow brokers, insurers
and reinsurers in the United States, Lon-
don, Europe and elsewhere to easily and
quickly exchange information, place and
underwrite risks, and process claims.

Convergence talks between the London
Insurance Market Network (LIMNET), the
Reinsurance & Insurance Network (RINET)
and the World Insurance Network (WIN)
are at an advanced stage, and an an-
nouncement is expected to be made in the
next few weeks, said a LIMNET spokesman.

"We need a single set of standards and
protocols. If we are all speaking the same
language, we will have a global network,"
said Max Taylor, chairman of Lloyd's of
London, who also is a board member of
LIMNET and part of the convergence steer-
ing committee.

"There's a real will in the global insur-
ance marketplace for convergence to hap-
pen," said Colin Fitzgerald, acting chief ex-
ecutive of WIN.

"With the changes in technology and at-
titudes in the marketplace, everything is
heading toward convergence," agreed Bill
Oram, a director responsible for electronic
commerce initiatives at Aon Group Ltd.

With convergence among networks, "the

 f world

insurance

network

ERINET

ance transactions.

"It will be a single organization, owned
by its members-the network's users," he
predicted.

Although he admits that the industry has
embraced the information revolution more

slowly "than we would have hoped," he
believes that most people now recognize
the benefits offered by information tech-
nology.

"Look at the processing of
claims and outwards reinsur-

ance. This is now done 100%

electronically in London," he
£

£L noted.

£££ But, working with rapidlyL£LL

£££££ advancing technology in an

LIN ET industry that can be reac-
tionary has been a hard jug-
gling act, as LIMNET, the old-
est of the three networks, has
discovered.

LIMNET was established in

1987 and is jointly owned by Lloyd's of
London, the Lloyd's Insurance Brokers'
Committee, the London International In-
surance & Reinsurance Market Assn. and

the Institute of London Underwriters.

It was formed to provide a technological
infrastructure that would allow the London

market to "improve its competitive posi-
tion" at a time when the market's costs

were rising dramatically and it was facing
stiff competition from other markets, in-
cluding emerging markets such as Bermu-
da, the LIMNET spokesman noted.

LIMNET's objective was to make the Lon-
don market "faster, more efficient and to

bring down costs."
LIMNET currently processes more than

30 million transactions annually, including

pace will start to pick up," predicted Mr.
Fitzgerald, who said he believes that the
change to electronic commerce will be
"very fast moving."

Even without the convergence of the
three networks, continued development of
the Internet will result in "much greater
use of electronic transfer of information,"
said Mr. Fitzgerald.

The advent of Web technology has creat-
ed a "different world" during the last five
years, and the creation of standard proto-
cols could make the insurance industry ac-
cessible on a global basis, according to
Lloyd's Mr. Taylor.

Mr. Taylor expects that this convergence
inevitably will lead to an open global net-
work that will be used for all types of insur-

in their risk management programs, she
said.

As corporate governance issues increasing-
ly come to the fore around the world-as
well as factors such as social accountability
and ethical responsibility-the home offices
of many multinationals are taking more in-
terest in what is happening in local opera-
tions and demanding higher standards, Ms.
Durkin said.

Implementing those higher standards
takes time, according to a risk management
consultant. Ms. Taylor cited her experience
with efforts to improve the health and safe-
ty standards of a company with Malaysian
operations.

"You bring them round to understanding
that everybody is responsible for health and
safety," she said of the Malaysian operation.
"You have to spend time with the people,
talk to them, read about the culture, and do

your homework."

Ms. Taylor said the ideal is to adapt best
risk management practices to the resources
and abilities of the local environment,
rather than demand the attainment of un-

realistic standards. lEi

most non-marine and marine claims in the

London market, according to the LIMNET
spokesman.

In 1992, LIMNET began a major initiative
to place risks electronically via the net-
work.

"London is the biggest coinsurance mart
ket in the world and, traditionally, brokers
physically go from underwriter to under-
writer to place the risk," which is what
makes London different from other mar-

kets and more expensive, explained the
LIMNET spokesman.

By developing an electronic placing sys-
tem, LIMNET hoped to make the market
more efficient and less costly. But the
"market was not ready to change the way ,
it did business," forcing the network to re-
think its position, said the spokesman. 1

As a result, LIMNET changed its tack, de-
ciding that "our role was to improve exist-
ing procedures, rather than force new ap-
plications on the market," he said.

Last March, LIMNET launched a new
business plan that aimed to streamline its
operations; achieve international compati-
bility; provide more services and reduce in-
efficiencies.

"Because of globalization, consolidation
and technology, London can no 16nger be-
have as though it were oblivious to the rest
of the world," said LIMNET Chief Execu-

tive Kevin Ashby in a recent company
newsletter.

"It is this underlying principle of
See Networks on pr
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Networks tion services and trading applications risk placing, which was seen by brokers as recovenes We believe that WIN has a |

RINET was formed in 1988 and is owned a vital cost reduction measure, said WIN's great deal of potential which has not been 1
by its 540 international broker, insurer Mr. Fitzgerald exploited to date," said Mark Brockbank, 1

Contmued from page G4 and reinsurer members, most of which are WIN also saw itself as a more global net- CEO of Brockbank, m a statement.
securing global compatibility which lies European companies work, compared with the London-cen- Although "there is business being done,
behind the thrust of the LIMNET business The network was established to allow tered LIMNET and the predominantly Eu- there 15 not yet a huge amount of busi-
plan," Mr Ashby explained; a key element members to use electronic commerce ropean RINET ness," said Aon's Mr Oram, noting that
in the plan was LIMNET's support for con- technologies to reduce costs and improve In a highly competitive market with technology has changed a great deal since
vergence with RINET and WIN. operational efficiencies, said a RINET falling rates, brokers saw the electronic ex- the networks were established

In November 1998, LIMNET launched spokesman change of information via WIN as an ef- "I don't think any of the networks have
the Ring Main, an enhanced network The spokeswoman confirmed that fective way to reduce costs, said Mr totally achieved their oblectives, partly be-
based on the cable television concept of RINET was in convergence talks with WIN Fitzgerald cause technology is changing too quick-

an initial installation and an ongoing sub- and LIMNET, but did not elaborate.
44There is already genuine trade being ly;, said Mr Fitzgerald

scription The subscriber would receive a In 1995, the world's largest brokers done across the WIN network," said Mr. However, once the networks adopt In-
core set of services, and additional, op- formed another network-called the Fitzgerald ternet standards and convergence widens
tional services also are available The main World Insurance Network, or WIN-for Indeed, Lloyd's managing agency Brock- the membership, "there will be an acceler-
technological improvement was the use of electronic risk placement and other mfor- bank Syndicate Management Ltd , in con- ated growth," predicted Mr Oram of Aon
the internationally standard Internet mation exchange Due to consolidation lunction with Aon Group Ltd , announced "Success is only going to be achieved
transport protocol, which enabled LIM- among the original founding group of March 17 that lt has initiated the first through convergence Our cost structures
NET to connect efficiently with other net- brokers, WIN now is lointly owned by reinsurance recovery using WIN (BI, in the insurance industry-particularly in
works, such as Brussels-based RINET and Aon Corp , Marsh & McLennan Cos. Inc. March 22). It now plans to use WIN for all London-will only support one network,"
U S -based IVANS and Willis Corroon Group Ltd its reinsurance recoveries through Aon Mr Oram said

In the new Ring Main network, LIMNET RINET and LIMNET were successfully "Having underwritten the first Lloyd's
44

Life is going to be much easier if we
users also need only one connection, and handling "back-office" processing, but no risk over WIN, we are now delighted to be are all working together," said Mr Fitzger-
they contract to access a range of informa- one was adequately addressing electronic able to utilize the system for reinsurance ald. lai

Systems helping risk managers
track exposures, reduce costs 'JE

By DON LEWIS KIRK suring VEBA offered rates below its worst- ny like British Aerospace," he said
case cost scenario, making insurance more British Aerospace employs 43,000 peo-

European risk managers are turning to attractive than the model indicated. pie, and its annual sales exceed £8 billion 
sophisticated risk management informa- Still, Mr Riedle insists a RMIS was essen- ($13 billion) About 89% of its revenue 15 velop its own RMIS, an intranet system
tion systems to keep track of corporate tial for the deal, and he believes the learn- earned internationally The company, a with additional Internet links to brokers
data worldwide and to help reduce risk-ft- ing process will open the way for other ap- malor Airbus Industrie partner that manu- Stefan Sigulla, head of insurances and risk
nancing costs plications. "Our subsidiaries will look to factures a wide range of large commercial manager at Siemens' Munich, Germany,

Such systems are helping not only to us to develop new solutions for total risk, aircraft, has subsidiaries in North America headquarters, said the company's RMIS
identify loss exposures and analyze claims, not lust insurable risk We see our future and Australia has made him an Information source for

but also to provide crucial information to role as a consultant," he said To tame the company's risk, Mr company management "It's my duty to
company management, risk managers say Mr Riedle added that he would like to Meyrick-Jones and his staff devised an in- get pertinent information to the chief fi-

"Good information systems do more develop the system to track currently house system it calls TamaRisk, which nancial officer," he said "Our databases
than gather facts about different classes of uninsurable risks, such as those associated uses the input of operating companies are integrated We share data and discuss
business They are a learning tool," says with product development and certain "We can collect the data for claims, policy corporate risk management Our goal is to
Lothar Riedle, captive broker director and safety issues register, everything we need, including avoid a lack of information, which could
risk manager at VEBA AG, Germany's The task is formidable. In 1997, the Dus- engineering surveys We can extract infor- affect shareholders "
third-largest industrial conglomerate seldorf, Germany-based conglomerate re- mation and do some basic analysis, com- An intranet link to various corporate di-

VEBA's RMIS last year showed Mr. Riedle ported sales of 83 billion deutsche marks. paring data," he said visions allows information about claims,

enough about the company's risk struc- With more than 130,000 employees, the In addition to its high-tech design, de- production and even finances to be sent
ture that he was able to obtain the lowest energy, chemical, oil and telecommunica- velopment and production operations to Munich, where it is further analyzed

rates on all of its insurance coverages in tions giant represents a risk manager's with Airbus Industrie, British Aerospace Mr Sigulla admits that an Information
company history Based on its new analy- nightmare. Mr Riedle is enthusiastic, also produces military aviation equip- system is only as good as the data flowing
sis of exposures, VEBA cut its insurance however, saying he has put together a ment into it "In Latin American and Asian

costs by more than 30% team of experts to develop his company's "We had to take our risk management countries, the key is training people to un-
"We found out we had an average of 85 RMIS further system one step further Every year we derstand what we mean and what infor-

million deutsche marks ($47 million) in Modeling is a key element of risk man- were going to the insurance market with a mation they have to send As they say,
claims a year and asked ourselves why lt agement The interconnectedness of glob- big bundle of papers that comprised our 'Garbage in, garbage out
was necessary to transfer that to someone al economies and supply lines means renewal document. We thought about do- The link of global economies and supply
who puts it on their balance sheet and companies can be hurt by events on the ing it electronically We would be giving lines can heighten companies' risks For
then raises the cost by 30% to 40%," Mr. other side of the world "Spotting poten- them better-quality data and more up-to- example, the 1995 earthquake in Kobe,
Riedle said tial trouble and managing such risk is ex- date data As it was, most information was Japan, interrupted the transport of raw

The rest is history Rather than pursuing actly what a risk management informa- out of date by the time they got it," Mr materials that many software manufactur-
a plan, the company struck a deal with a tion system should do," said Jeremy Meyrick-Jones said er s needed As a result, many companies
consortium of insurers early this year in- Meyrick-Jones, director of group risk man- British Aerospace decided to give all its lost revenue and faced higher production
stead to use alternative risk financing and agement at British Aerospace P.L.C in key insurers access to TamaRisk data costs
a high self-insured retention of 140 mil- London "They have access 24 hours a day, 365 Risk managers such as Mr Sigulla are us-
lion deutsche marks ($78 million) "Our system gives us the ability to know days a year, if they want it What it did ing technology to spot potential trouble

"We had a model, based on our data, what part of our business will be ramped was eliminate the renewal processes If an and manage such risks "We have all the
with three scenarios We knew we would up in a year's time," Mr Meyrick-Jones insurer has live data, it really doesn't need commercial information available for the
suffer (a loss of) at least 83 million said "With this information, you can ac- the renewal process," Mr. Meyrick-Jones company around the world In Asia, we
deutsche marks ($46 million)," he said tually calculate a year ahead to see what said Instead of the traditional, in-person looked at our production procedures and
The analysts showed a 127 million impact that will have on a particular busi- renewal negotiations, policy renewal now locations and found our mterdependen-
deutsche mark ($ 71 million) loss was the ness and examine the loss scenario it gen- is done electronically, he said cies were not as big as we thought It
average, and the prolected maximum loss erates " The system also allows him to track the helped us reduce cost and premium "
was 140 million deutsche marks. "We Mr. Meynck-Jones contends that one of frequency of claims "We can average it In some of its Asian plants, Siemens was
knew our calculations were correct, and the main benefits of British Aerospace's over five or 10 years and tell what parts of able to find alternate suppliers For Mr
we were willing to accept a 140 million RMIS is that it keeps his company's risk the business are more volatile than the Sigulla, an ideal information system is an
deutsche mark deductible based on that," profile up to date. "That's important others It has made us sufficiently confi- intelligent system that allows Siemens to
Mr Riedle explained when you have a fast-changing world and dent to take higher levels of retention," he collect and evaluate all essential data "In-

That was before German insurance rates a fast-changing business It's iust not pos- said formation is more than connecting statis-
plummeted in an ultra-soft market, said sible these days to keep up using a paper A similar view led Germany's largest in- ties," he said "You have to' recognize
Mr Riedle The consortium that is now in- system, particularly for a complex compa- dustrial corporation, Siemens AG,to de- See RMIS on next page
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what is behind them. If you ask these ques-
tions, it is easy to see what is important and
what isn't."

Herb Harrell, a New York-based consul-
tant who created a forum of U.S. and Euro-

pean insurers and risk managers known as
the M200 Forum, believes a central task for

many companies is compiling information
that is already available. "Ninety-nine per-
cent of all information in a company is out-
side the risk management department. It's
all over the company and owned by other
departments. It is outside the company and
maintained by brokers and insurers. The im-
portant thing for companies to understand
is that data is now accessible. Given the co-

operation of the owners of the data, the
technical barriers to the accessibility of data
are very low."

The future will see a great increase in the
use of RMIS, he said. "Even today, a risk
management information system is seen as
a way to access data. Companies should be-
gin to think of it as an intelligent agent in
that it is able to access data on its own and

access and combine data from multiple
sources."

Companies often have to make decisions
very quickly, especially when it comes to
mergers, said Mr. Harrell. "A company like
Colgate has operations in all kinds of coun-
tries, and due diligence is very difficult.
There is a lot of information in the public

+OCUS
domain that is difficult to pull together. But
you would imagine with the Internet, this
would be much faster."

Information systems of the future will
consider diverse aspects of risk manage-
ment, from legal factors to potential media
responses. "It's something companies are
not yet geared to do," Mr. Harrell said.

Legal, economic and sodal change in Eu-
rope is driving RMIS development, say risk
managers. In May 1998, Germany imple-
mented new legislation aimed at making
corporate risks clearer to investors. An
amendment to German corporate law

known as "KonTraG" requires companies to
treat risk management information like fi-
nancial information, reporting both to
shareholders.

Mr. Sigulla said KonTraG forces compa-
nies to account to shareholders for risk man-

agement steps. As a result, Siemens' RMIS
has a new and important function in gath-
ering information. "Companies are com-
pelled to make corporate governance more
transparent," he said. "As a result, the inter-
connectedness of the company has become
a legal necessity."

Germany's KonTraG was paralleled by a
similar move in the United Kingdom last
year.

Richard Reddaway, group insurance man-
ager of U.K. pharmaceutical giant Glaxo-
Wellcome P.L.C. of Greenford, England,
and former chairman of the Assn. of Insur-

ance & Risk Managers, said pending legisla-
tion is driving companies to develop risk
management information systems further.

Global Focus will appear six times in 1999
as a regular section distributed exclusively to
non-U.S. subscribers. Articles in this special
demographic section will address the specific
risk management and employee benefits
concerns of executives in countries other than

the United States.

If your business is targeted to meet the
needs of executives around the world, you
won't want to miss these 1999 advertising
opportunities in Global Focus.

Business
Insurance®
www.businessinsurance.com

"The primary benefit of a RMIS is the dis-
semination of information that is held in a

company that may not be known or inter-

preted," he said. "I see the big push for RMIS
coming from corporate governance require-
ments for better reporting."

Mr. Reddaway sees a wide effect in the
United Kingdom, resulting from the govern-
ment's 1998 Hampel Report, which pro-
posed that publicly held companies should
report on material issues, including finan-
cial and risk management matters.

"What it is doing is forcing companies to
treat their risk management information
like their financial information," he said.

"They have to know it internally and dis-
seminate it, like financial statistics, the idea

being that shareholders need that informa-
tion in the financial report."

As a result, Glaxo-Wellcome is stepping
up development of its RMIS, said Mr. Red-
daway. The company's intranet links all of
its global subsidiaries, and far-flung sub-
sidiaries use the system to communicate in-
formation, such as occupational health and
safety, and loss prevention.

Through the intranet, the company
makes accessible extensive manuals, such as

guides to directors and officers liability is-
sues for the use of company executives. Ad-
ditionally, claims details are stored in the

system, he said.
"We are always pushing for more loss pre-

vention information as we monitor our sup-
ply chain," he said. Glaxo-Wellcome con-
ducts risk assessments of its chemical and

non-chemical suppliers, and hopes to put

DA

DUy#76666 1766U/U/#Ce, 1VldICIl 43, 1333 / Ul

this information on its risk management in-
formation system, Mr. Reddaway said.

The information is also available to insur-

ers. Glaxo-Wellcome is online with Factofy
Mutual, which receives all its reports. The
electronic bridge allows the two-way ex-
change of data. The system channels users
to guides and other loss prevention materi-
als.

The company records the number of vis-
its to its Group Risk Management intranet
site to gauge its use. Subsidiaries and depart-

ments, including its research division, have
sites on the intranet where Mr. Reddaway
can call up policy information on various
risks, for example. "It's a huge information
databank," he said.

The RMIS has become a valuable tool in

preparing shareholder information, said Mr.
Reddaway.

Key infonnation on work-related illnesses,
material damage and business interruption
claims is readily available. Glaxo-Wellcome
can interpret this information and take up
issues as necessary, he said.

Should a fatality or serious incident occur,
the system would give Mr. Reddaway the
necessary information about the occur-
rence. The company does loss runs and tri-
angulations that allow it to improve its

models, he said. Other models, including
those for catastrophe risk exposures to
weather events, are not yet integrated. The
company does work closely, though, with
EQE International of Oakland, Calif., whieh

publishes studies on earthquakes and other
natural disasters. igi
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RMIS vendors seek to carve out niches
By David A. Tweedy ways Flrst, it is extremely detailed and technically warehouses for each client and uses the Internet as

robust-combining scanning, browsing and a report and analysis delivery vehicle It does not

T
HE GLOBAL CAPITALISTIC system is a database technologies-while maintaining ease of matter what the data source or provider is, OCI
fascinating mechamsm to watch During use Second, CMS is a specialized division within a combines all the data into one data warehouse and

recent months, we've seen the stock market large insurance brokerage firm and has single focus builds a custom reporting package for each client
plummet and reverse itself Fmancial markets providing a techmcal tool to a mundane-yet • Software Technologies Corp , Monrovia, Calif

overseas teeter-totter We've seen the largest critical-task of a risk management department (www ste com) Focus area database integration,
S

proposed merger in history, that of Exxon Corp • Industrial Health Strategies Inc, Providence, consolidation and conversion technology
and Mobil Corp We're witnessing an apparent R I (www industnalhealth com) Focus area claims This firm provides data and systems integration
attempt by the U S Department of Justice to do profiling and job site work assessment for companies with diverse systems and databases
some unpleasant things to Microsoft Corp And Y2K IHS is a workers compensation consulting firm Although the company already has successfully
looms in less than a year specializing in disability management It has built a solid client base in the group health benefit

That same dynamism and uncertainty is mirrored developed an expert system called ACES Insurance arena, it is beginning to enter the

to some degree in the insurance industry-mergers, (Accelerated Case/Claim Evaluation System), which property/casualty side Its tool, called "DataGate,"
consohdations, the advent of new technologies, automatically profiles claims for potential "delayed integrates data of disparate sources and types With
natural disasters recovery" by analyzing more than 100 claim so many different data layouts, cost-efficient and

Yet, for providers of rlsk management variables Claims are ranked in order of potential accurate data conversion is perhaps the biggest

information systems, things are seemingly less significance, from l to 3, with 3s-the high-risk challenge in the RMIS industry STC seeks to

volatile It seems to be a mature marketplace with claims-typically being the ones targeted for provide that silver bullet for effective data
few new major entries providing full-scale system ultimate adverse development Once identified, such conversion Time will tell whether it succeeds in
solutions cases can be given early attention this difficult environment

But underneath the surface of complacency, there On the other side, ACES identifies claims that do • Walker, West, Wong & Associates, Boston
are rumblings For example, technological not show a tendency to adversely develop, allowmg (www walkerwestwong com) Focus area Internet-
advancement is a given Continued development in adjusters and case managers to confidently expedite based risk management information system using
areas such as browser-based technology, database existing chent software and systems

duplication and improvements in expert systems all WWW is a small but full-service injury care Pre -• Scontribute to a more dynamic environment Also, Because today's system architectures are management consulting organization speciallzing
there is the potential expansion of risk management more compatible with other applications primarily in workers comp and other

as an industry itself property/casualty exposures In a somewhat similar

The expansion of risk management beyond its
(i.e., 'plug and play'), vendors are able to

fashion to OCI, WWW seeks to use, not replace, a

traditional boundaries, espoused by many industry market more easily their smaller, niche- chent's existing vendors and systems It does so by

mavens, such as retired Microsoft rlsk manager oriented applications. Installing Internet-based products called

Scott K Lange, will have an impact upon the WebDimensions/RMIS and RapidReports,

industry Integrated 24-hour systems are becoming developed in partnership with AXIM Systems of

more common Finally, many industry leaders in such claims Combined with a comprehensive Medford, Mass

brokerage houses, third-party administrators and claims management/adludication system, ACES RapidReports performs the critical generation of

insurers are convinced that fully embracing well- could assist claim professionals and risk managers early flrst reports of accidents via the
designed automated tools is the key to success and to gain an early focus on the right things It's Internet/intranet, and WebDimensions/RMIS does .90..#A
growth already in place at Beacon Mutual Insurance Co in analysis and report generation by extracting critical

Yet there are few new major entries, due to the Warwick, RI, the state's largest workers comp case and injury management information from

extremely high dollar investment required to put a insurer, with favorable results RMIS systems-as well as adluster notes/logs-

comprehensive claims management/risk • MiddleFork Technologies Inc, Chicago through the Internet/intranet

management system into the market (www middleforktech com) Focus area. This is just a sample Many new firms or product-
Therefore, in a mature yet potentially explosive interactive/expert medical system for claims and services such as these come to my attention each

marketplace, how do outsiders enter? case management professionals year The list grows all the time
By exploiting chinks m the industry's armor MFT is a new software firm that is launching a The large, comprehensive systems cannot do it all

These outsiders become specialty or niche series of interactive expert medical systems aimed They either lack the funds, market incentive, or

vendors, therr focus is on improving or augmenting at providing desktop training for claims and case expertise to develop all of the niche players'
one or a few key aspects of the rlsk management management professionals The software series is functionality Yet, with the integration of systems

process, pre- and/or post-loss called "Essential Medicine for Insurance-Related becoming more commonplace, infusion of these

Vendors of comprehensive systems, on the other Claims " The first module centers on herniated types of software programs is much easier I

hand, concentrate on providing their core specialty discs The basic premise is that claims professionals therefore see a lot of synergistic and partnership
capabihties, typically some type of claims frequently are in need of medical expertise in order arrangements taking place over the next few years

adjudication and analysis software with to understand Injuries, disabilities, procedures and What does this mean to the vendor? Plenty Niche

increasmgly user-friendly software Because today's the like Typically, they would rely on staff or players improve the state of the RMIS industry

system architectures are more compatible with expert physicians who would come by on a regular Through technology, increased scrutiny is brought f

other apphcations (1 e, "plug and play"), vendors basis to discuss cases and the medical issues that to bear on a particular issue In some cases, the

are able to market more easily their smaller, niche- help ad]usters understand the medical imphcations additional cost of the software can be more than

oriented applications of disabihty justified by the savings the program generates

So it is with many provider/vendors in the RMIS Based on my experience as a former adiuster, it through improved efficiency
industry today A large percentage--at least one- would have been great to have a radiologist, Obviously these niche systems are beneficial to
third-of those on the annual Business Insurance neurosurgeon, orthopedic surgeon or other health the ultimate end user-the rlsk manager You

list of RMIS providers can be defined as niche speciahst at my beck and call to answer specific should evaluate your RMIS provider to see whether
players So can larger firms with demonstrated questions Enter "Essential Medicine " The goal of it provides these or other types of niche software
success in other markets-such as health care or the system is to supplement/supplant the role of the capabilities, especially if they are critical to your
benehts-that also desire to carve out their own expert medical adviser who teaches these critical own needs

niche m a new functional area items to adjusters As part of a comprehensive Talk with your provider to see how it can adapt
Here are several mche firms that serve as claims adjudication system, this type of product can some of these capabilities, or whether it can

examples of this notion aid in reducing claim operating expenses and establish a strategic relationship to do so

• Certificates Management Solutions, Near North improving the ultimate reserving process
National Group, Chicago (www nnng com) Focus • OCI, Cheyenne, Wyo, part of UNUM Corp.
area certificates of insurance and bonds tracking (www ociwyo corn) Focus area custom Dautd A Tweedy u pnnapal
and issuance construction of enterprise-specific data warehouses P of Tweedy R;sk Consulting :n

The mission of CMS, which is part of Near North for comprehensive risk management analysis -A Barrington, R.I Mr Tweedy's

National Group of Chicago, is to provide risk OCI is yet another example of a larger company column on nsk management

managers with an in-depth, comprehensive tracking that speciallzes in the group benefits area entering 71 :nformation systems appears
and issuance tool, in both Web-enabled and desktop the property/casualty arena with a niche product quarterly

versions, for certificates of insurance (and bonds) OCI provides a total-cost-of-nsk figure by
There are several certificates-tracking systems for integrating data from group medical, disability and

a variety of technical platforms with varying property/casualty information into one source
degrees of functionallty Yet CMS is unique In two Essentially, the firm designs umque data

$* '* Ap.r- 2 ,
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Guidebook on liability issues a good tool
"Executive Liability Insurance Guide"

By Robert A. Bregman
Published by the International Risk

Management Institute, 12222 Merit Drive, Suite 1450,
Dallas, Texas 75251-2276; 800-827-4242

$65

By Kevin M. Quinley

M
ANY HIGH-PROFILE lawsuits and several

Supreme Court decisions have caused
employment practices, directors and officers

liability and fiduciary litigation to lead the pack of legal
concerns today. A new book by the Dallas-based
International Risk Management Institute-the
"Executive Liability Insurance Guide"-provides
business executives and risk managers a practical
guidebook to use when picking their way through this
minefield.

Author Robert Bregman has platinum-plated
credentials to bring to the task. A senior research analyst
at IRMI for a decade, he also is a former Fortune 500 risk

manager, a former risk management consultant with a
Big Six accounting firm and holds a graduate business-
related degree from Northwestern University.
Collaborating in this effort are about a half-dozen
contributing authors, all luminaries in the field and
briefly profiled in the introduction. Most insurance and
risk management professionals are familiar with IRMI, or
should be. This book further underscores IRMI's

Books & Mess

emerging role as a leading publisher of texts for risk and
insurance managers.

Packed with useful information, IRMI's "Executive

Liabnity Insurance Guide" is organized for speed and
ease of use. Although the book is 220 pages, an executive

summary at the beginning of the book highlights the 10
to 15 key points. Further, it indexes these key points to
the specific chapters in which they are discussed. This
time-saving feature lets busy risk managers zoom in on
key areas of concern or interest.

Among the topics that Mr. Bregman and his

contributing authors address are:

• The factors that make companies most vulnerable to
D&0 claims.

• Why EPL coverage endorsements to D&0 policies
often fail to protect against claims.

• How Y2K exposures can best be handled under D&0
policies.

• The six leading kinds of claims against fiduciaries.
• What is the best way of synchronizing fiduciary

liability insurance with an employee benefits liability

endorsement to a commercial general liability policy?
Many of these topics-particularly Y2K and EPL-are

among the hottest in risk management at the moment.
Criticisms of the Guide are few but must be noted.

Finst, its emphasis on insurance fails to provide a
broader risk management perspective on executive
liability.

Second, more loss prevention checklists would have
added substantive value to the text.

Finally, the inclusion of a section on kidnap and
ransom insurance seems out of place with the theme of
executive liability, as K&R coverage is a first-party-not
third-party liability-line of insurance.

Despite these modest Oaws, the book is a compact and
quick reference for on-the-go risk professionals who find
themselves traveling quite often. The "Executive
Liability Insurance Guide" will help corporate officers
and the insurance professionals who serve them reduce,

manage and insure executive risks. The book also
explains the typical policies and addresses emerging
executive liabilities, such as employment practices,
fiduciary liability and liability associated with the

purchase of managed care services.
Business executives, especially those in publicly-held

companies, run a perilous mine field these days. Reading
a book won't eliminate the dangers, but it will help
executives know where to avoid stepping.

f

Y

Kevin M. Quintey is senior vp

of risk services for MEDMARC
Insurance Co. Inc. and sub-

sidiary Hamilton Resources

COTp., both Of Fairfax, Va. He

holds the Chartered Property &

Casualty Underwriter and Asso-

ciate in Risk Management desig-
nations.

Focus on judges makes book too narrow
"Out of Order: Arrogance, Corruption,

and Incompetence on the Bench"
By Max Boot

Published Basic Books, a member of Perseus

Books L.L.C., 10 E. 53rd St. New York, N.Y. 10022-
5299; 212-207-7057

$25

By Michael Prince

W
HAT'S BEST ABOUT"Out of Order: Am'ogance,
Corruption, and Incompetence on the Bench"

also represents its greatest weakness. The book
takes an in-depth look at problems with the country's
judicial system by focusing on the role of judges. But by
focusing so tightly on one aspect of the system, it ignores
problems that might lie elsewhere.

One chapter of the book by Max Boot is devoted to what
he calls "The Civil Injustice System." It's a greatest-hits
album of outrageous court verdicts generally familiar to
readers of business publications such as The Wall Street
Journal, where Mr. Boot serves as editorial features editor.

Mr. Boot unearths little new information but has

compiled an impressive collection of jury verdicts from the
past 25 years that still make people shake their heads. For
example, there is the $2.14 million verdict against a

Court: Disabled ma
An employee who became quadriplegic in an

employment-related injury could be reimbursed for
home remodeling services to accommodate a wheelchair,
according to the Court of Appeals of Oregon.

Due to a 1982 on-the-job injury, Jack H. Glubrecht is
quadriplegic. In December 1989, he bought a house in a
more level area of Corvallis, Ore., that was near
shopping facilities and other services that he could
access on his own. The house was not wheelchair-

accessible when he purchased it.
In March 1990, Mr. Glubrecht asked his workers

compensation insurer if it would pay to remodel his
residence and make it wheelchair-accessible. The cost of

remodeling was estimated at about $14,000. While
discussions for reimbursement were ongoing, a

Books & Ideas

landlord for not getting rid of a tenant's pit bulls, the $1.5
million awarded to a woman whose husband died from

electrocution after urinating on subway tracks while
drunk, or the $4.3 million awarded to a convicted mugger
shot by the police while fleeing a crime scene.

What sets Mr. Boot's book apart from others on the state
of the judiciary is who he blames: judges. "Who's
responsible for opening the courthouse doors? Hint: They
wear black robes. Judges have nobody to blame but
themselves if they now find their dockets so swamped that
they can't sort out good cases from bad," he writes.

His solution to the problem of too many suits, too much

class-action certification and excessively large verdicts is to
have activist judges throw out frivolous cases and reduce
large jury awards.

Although he raises some good points about the problems

with judges in general--and some judges in particular-Mr.
Boot's approach overall is too simplistic. By emphasizing
judges as the reason behind large awards, while
downplaying the role that state legislatures and Congress
can play in correcting any problem, he distorts the issue.
And he doesn't address what reforms within the legal
profession could help reduce the number of frivolous suits

n's home modifica

legal Briefs
contractor began remodeling the house. After
completion, Mr. Glubrecht increased his request for
payment to $24,000 to account for the additional cost of
adding a master bedroom spacious enough to
accommodate a wheelchair and special bed. The insurer
did not respond to his request. Thereafter, an
administrative law judge ordered the insurer to
reimburse Mr. Glubrecht $24,038 for the remodeling
costs incurred.

On appeal, the insurer argued, in part, that the
remodeling services were not compensable as medical
services under Oregon law. The court said that a

and cut down on unnecessary delays.
But perhaps most importantly, Mr. Boot ignores the role

of juries. The outrageous awards he outlines were handed
out not by judges but by juries. The judge's role, he writes,
lies in "reducing or throwing out sky-high punitive damage
awards."

Perhaps it's beyond the scope of his book, but Mr. Boot
fails to address the big question of why juries slam
companies with large verdicts, a question that risk
managers may want to look at more carefully than Mr.
Boot does in his book. Perhaps figuring out why people sue
a company and why others feel the need to take money
from companies and give it to individuals, whether
deserving or not, would make risk managers sleep more
soundly. ig"

Michael Prince, who prac-
ticed law for five years, is an as-
sociate editor Of Business Insur-
ance and works in New York.

9.,

tions compensable
wheelchair is a prosthetic appliance. Structural
modifications made to a home to accommodate the

wheelchair have the function of facilitating the use of
the wheelchair, the court said. Thus, the court concluded

the remodeling services were compensable medical
services. The award was affirmed.

SAIF us. Glubrecht, Court of Appeals of Oregon, Sept.
30, 1998 (BI/01/My.-$10) CII

These abstracts were prepared by Mayo H. Stiegter.
Copies Of these decisions are available by sending a
$10 check payable to Mayo H. Stiegler, to Business
Insurance, 740 N. Rush St., Chicago, ILL 60611-2590.

List the number for each opinion.
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Railroad
Continued from page 3
arrangements similar to the
RMCC. But what makes the

RMCC unique is the centralization
of this function, he said. "There
are pieces similar to other rail-
roads, but no other railroad man-
ages critical incidents like we do."

In the past, UPRR handled these

incidents through train dispatch
center employees, who had re-
ceived emergency training see-
ondary to instruction for their
regular jobs, Mr. Bray said. But
the RMCC staff is trained primar-
ily to mitigate critical incidents.

"This center is very much team-
oriented. When an incident oc-

curs, several people may be in-
volved in that incident's manage-
ment," said Mr. Bray.

Job candidates are interviewed

for stress management, analytical
thinking, technological savg and
communication skills, said Ben

Pedersen, manager for risk com-
munication for UPRR, who trains
the new hires.

Instruction depends on :he
strengths and weaknesses of each
employee, but a minimum of two
to three weeks of on-the-job train-
ing is required, Mr. Pedersen said.

Conrail, Union Pacific collide
MOMENCE, Ill.-An eastbound Conrail Inc. train Bourbonnais, Ill., about 50 miles south of Chicago

and a Union Pacific Railroad train heading south, (BI, March 22)

collided at about 7 a.m. last Tuesday in Momence, Ill. Each train was carrying two crew members. AL
The crash occurred just 11 miles from the site of a four were treated for minor injuries and released

fatal Amtrak derailment about a week before near from an area hospital.
Both railroad companies are self-insured for loss-

Ir --7

1: i -91 54.-- A es arising out of the accident.
4.- «Ell i The Conrail train, which left Kankakee, Ill., was

1 C- 2                                                                                                                                                                      . -4 i pulling 60 cars and had three locomotives, a Conrail
1,4 ..A

1 <;/  . spokesman said. Forty-six of the cars were loaded.
_*=,.=--..-  * , with general freight bound for Elkhart, Ind. The

. 005 illir'll.0 crash turned one locomotive on its side, and another
was leaning on the track.

-  - 3,· 8 tives and was carrying auto parts from Chicago tc
-44, The 43-car Union Pacific train had two locomo-

2' Laredo, Texas, when it was struck on the back of thej%
first locomotive by the Conrail train, said a UPRR

I spokesman.
A 1 4,

There were indications that the Conrail train ranf-" / ,- .11
. 8 0<  the red signal," he said.

\ < A Conrail spokesman would neither confirm nor
1 4*.ls'. deny that its train rana signal.

. On Thursday, a spokesman for the National0 -·n ff,U r.- 11 11, Transportation Safety Board said the agency had in-
0,<

0 -41 = 1 '.."- 3=*1 terviewed the train crews.

r" /9//--&'  r» *•-f= 4 tion signal and slowed down, but they could not stop
- - Conrail crew members said they received a eau-

ex< f /4 in time to keep from striking the UPRR train that
/1144 , was traveling at 49 mph. UPRR crew told the NTSB./ 'll··s- 2 1

./**TA 1 they saw the Conrail train approaching and also
-i, r < - - . 414 1 tried to slow down. The speed of the Conrail train at

.  the time of impact had not been determined last
" 2eft 2 . li_-_L____-Lfr jil week.

The NTSB spokesman said Union Pacific was ap-
PHOTO: KRT

parently not at fault, "but we don't (yet) know for
Two trains operated by Conrail and Union Pacific col- sure." Event recorders will be examined before a

lided Tuesday in Momence, 111., near the site of a fata' ruling is issued
Amtrak derailment that occurred the week before. -By Amanda Milligan
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Additionally, he said the response
training includes measures "to
protect and reduce the liability of
UP."

An RMCC employee answers
about 100 to 120 calls per shift,
Mr. Pedersen said. On bad days,
the types of calls could include de-
railments, individuals stuck on
train tracks, hazardous materials
releases and suicide threats.

"It really does take a different
type of person to shoulder all of
that," he said, noting the benefit
of teamwork. "There's no way one
person could sit in an office and
manage all of that."

David Bartlett, an independent
transportation and logistics con-
sultant based in Toronto, said the
RMCC is "a very worthwhile ef-
fort," considering that "when UP
merged with Southern Pacific,
they became an operational disas-
ter."

Indeed, one year ago, the feder-
al National Transportation Safety
Board launched an investigation
into a string of 15 accidents that
occurred on UPRR lines. A

spokesman for UPRR said that the
RMCC was not directly tied to the
improvements the railroad was
making to satisfy the NTSB.

In the past, many railroads had
large police forces independent of
community enforcernent, Mr.

Bartlett said. Now, there are few-
er of these "special agents," as the
industry calls them, making the
railroads more reliant on the pub-
lie to alert them to potential rail-
road dangers, such as leaky rail
cars.

UPRR still has about 150 special
agents to educate local officials
about the program, in addition to
investigating any incidents.

The RMCC has "a lot of similar-

ities with campus police (pro-
grams), but our campus is 23
states," said Mr. Pedersen. "It's
hard to be an expert" in every one
of these states, he said.

Historically, Mr. Bray said, rail-
roads have always had emergency
telephone numbers. In addition to
giving these emergency numbers
to local officials, they are sten-
ciled on railroad crossings. The
number for the RMCC is also
available on UPRR's Web site.

A risk management consultant
is skeptical about the effective-
ness of the public's role in loss
control. Most of the time, the gen-
eral public doesn't have close-

enough access to train yards or to
tracks to see suspicious activity to
report, said Mike Zachary, direc-
tor of port and intermodal pro-
jects for the transportation divi-
sion of risk management consul-
tant Dames & Moore Group's
Portland, Ore. office.

Alan Cantor, president of Can-
tor & Co., a risk management con-
sultant based in Beverly Hills,
Calif., said the RMCC is a good
idea.

'Any time you can
have more eyes and
more ears out there, 1

think that's a positive,'
says Alan Cantor.

"Any time you can have more
eyes and ears out there, I think
that's a positive," he said. Addi-
tionally, "it shows people (the
railroad) is making a serious effort
to communicate with them."

Because the public plays a sup-
porting role in the effectiveness of
the RMCC, the public relations
angle of the center shouldn't be
ignored, said Mr. Cantor. The cen-
ter's name, he added, is "dry," and
"it almost stresses the negative."

Instead, Mr. Cantor suggested
promoting performance improve-
ment.

"You want to minimize risk, but

the way you do that is by improv-
ing performance," Mr. Cantor
said. "The public is not going to
get as excited for risk manage-
ment and Union Pacific as it will

for performance improvement."
UPRR is self-insured, so losses

directly affect the railroad's fi-
nancial health. Mr. Bray said it is
impossible to quantify the loss
control benefit from the imple-
mentation of the RMCC, due to in-
consistent measures prior to the
merger. However, he said, "it's
pretty clear to see the benefits and
the possible savings we're produc-
ing each day."

"I feel that the RMCC prevents
many incidents from occurring,"
said Mr. Bray. "When you're talk-
ing about property loss, loss of life
and revenues, it's definitely a ma-
jor impact on the railroad to be
able to handle calls efficiently and
effectively." Ell

Sears ordered

to pay damages
AURORA, Ill.-Sears, Roe-

buck & Co. was ordered to pay
$15.7 million in damages to a
76-year-old woman who was
struck by a van exiting a ser-
vice bay at a St. Charles, Ill.,
store.

On June 1, 1996,
Rosa Kresin was ex-

iting through a
Diehard Express
door near an auto-

mobile service bay
when a vehicle driv-

en by a Sears employee back-
ing out of the bay struck her
from behind. Ms. Kresin was

trapped under the vehicle, said
her attorney, Charles F.

Thompson of Thompson, Lam-
ont, Flaherty & Masur in Au-
rora, Ill.

Ms. Kresin was blinded, and
she sustained multiple facial
injuries. Additionally, the left
side of her body was perma-
nently disabled as a result of

extensive head trauma.

Earlier this month, a Cook
County, Ill., jury found Sears
had neglected to train employ-
ees on proper safety tech-
niques, Mr. Thompson said.

But he added that

Sears has made

sorne procedural
changes since Ms.
Kresin's accident.

"This occurrence
has made a differ-

ence in how Sears

has approached this issue,"
Mr. Thompson said. "Out of
tragedy, I hope better proce-
dures have been evolved."

A spokeswoman for the
Hoffman Estates, Ill.-based re-
tailer said Sears was disap-
pointed by the size of the
award and is considering an
appeal. She would not com-
ment on whether Sears was in-

sured for the damages.
-BY Amanda Mittigan
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Global Briefs

Azmin Daya has resigned as managing
director of troubled reinsurer New Cap
Reinsurance Corp. Holdings Ltd., which has
asked the Australian stock exchange to sus-
pend trading in its shares for a further week
while it completes its 1998 results. Mr. Daya
also has stepped down from board positions
in the group companies in Australia and
Bermuda, and Paul Williams has taken over
as acting managing director... .Lloyd's of
London's Wellington Underwriting P.L.C.
has completed its acquisition of San Fran-
cisco-based J. Linneman & Co. for $3.8 mil-

lion. Managing agent Linneman under-
writes and binds property and casualty fac-
ultative reinsurance on behalf of Lloyd's
syndicates, including Wellington syndicates
51 and 672, through its network of offices in
Hartford, Conn., Chicago and Atlanta. Lin-
neman will be renamed Wellington Under-
writing Inc. . . .At the same time, Wellington
has developed a new terrorism coverage to
protect against Serbian retaliatory bombing
in London, New York and the capitals of
other NATO members following the begin-

ning last week of NATO's air campaign.
Wellington also offers coverage for missile
and airstrike damage to foreign companies
with assets in the Federal Republic of Yu-
goslavia. . ..Sun Xiyue has been appointed
general manager of the People's Insurance
Co. of China He was previously deputy gen-
eral manager of the PICC before it was pri-
vatized last year. The current PICC was
formed out of the property side of the for-
mer organization....UK. multiline insurer
Norwich Union P.L.C. has reorganized its
London underwriting staff. Jim Noakes has
been appointed London underwriting man-
ager, Adrian Thone has been named
schemes underwriting manager, David
Cooper has been appointed manager of the
property owners' section for London and
southeast England, and Geoff Merriman has
been appointed London market underwrit-
ing manager. .Philippa Dickson has been
appointed managing director of CIGNA
Healthcare & Group Life, part of CIGNA
International. Ms. Dickson was previously a
director at Bupa International, responsible
for developing its worldwide corporate, in-
dividual and group health care business for
expatriates. .Kenya soon will relaunch its
plan to privatize Kenya Reinsurance Corp.,
a Kenya Re spokesman said. .London-
based Benfield Reinsurance Co. Ltd. is re-

launching as BRIT Insurance Ltd. Benfield
& Rea Investment Thist PLC. bought al-
most 30% of Benfield Re, a specialty catas-
trophe excess-of-loss reinsurer, late last
year, with an option to buy the outstanding
shares. The name change reflects the new
ownership. BRIT Insurance also has been
approved by the Financial Services Author-
ity to write most classes of non-propor.ion-
al catastrophe reinsurance and financial
risk insurance, either directly or as reinsur-
ance....Henry Lawford has been appointed
chairman of mutualinsurance club manag-
er Thomas Miller (Asia Pacific) Ltd. Mr.
Lawford, currently a senior executive at the
Thomas 1VIiller group, succeeds David Mar-
tin-Clark, who is retiring....The U.K.
Health & Safety Executive is funding a one-
year study into health risks from ponable
and hand-held computers. The study will be
conducted by ergonomics consultant Sys-
tem Concepts Ltd. . . .UK employer-spon-
sored health care plans could cost 20% more
as a result of medical insurance inflation

and changes announced in the UK budget,
benefit consultant William M. Mercer Ltd.

says. Increases in premiums, National In-
surance contributions and premium taxes
could result in employers curtailing health
benefits or implementing cost-sharing ar-
rangements, Mercer says. . . .A fortner tele-
phone engineer is suing British Telecommu-
nications P.L.C., claiming that his extensive
use of mobile phones during work caused
short-term memory loss. .. .The UK De-

partment of Health and the Health and
Safety Commission launched a program this
month to emphasize workplace health and
safety.
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Employers seek to test tax laws
By CAROLYN ALDRED

BRUSSELS, Belgium-A group of multi-
national companies plans to file a European
Court of Justice test case to stop tax dis-
crimination that they say is preventing the
creation of pan-European pension funds.

Differing tax laws within European
Union states make cross-border pension
funds difficult to manage, employee benefit
managers and consultants agree.

Although the European Commission is
looking at tax issues in its efforts to harmo-
nize the pension market in Europe, any de-
cision involving uniform tax treatment re-
quires all member states to reach agree-
ment. A ruling from the European Court of
Justice in Brussels, however, may be speed-
ier to obtain and would immediately be

binding in all E.U. countries.
So far, at least 10 multinationals based in

Europe have offered to fund the litigation,
according to Geoffrey Furlonger, a pension
consultant in the Brussels office of William

M. Mercer.

Mr. Furlonger, who is helping organize
the action, estimates that it will cost up to
200,000 euros ($218,300) to fund the litiga-
tion. He is looking for about 20 employers,
which each would contribute about 10,000

euros ($10,915) to sponsor the suit.
Potential sponsors are likely to be multi-

national corporations based in the United
States, the United Kingdom and Europe
that wish to create company pension plans
across Europe, he said. Sponsors also may
include fund managers and insurance com-
panies, Mr. Furlonger said.

1
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Towns have been devastated, roads flooded and gold mines
temporarily closed in the aftermath of Cyclone Vance, the most
powerful storm ever to hit Australia. Winds gusting more than
260 kilometers per hour (161 mph) last week brought down pow-
er lines and cut water supplies in western Australia. After sweep-
ing across Australia, Cyclone Vance then hit Melbourne, black-
ing out more than 50,000 homes and businesses in the area. The
Insurance Council of Australia estimates Vance-related losses

will run into tens of millions of dollars. "There will be a fairly
large insurance bill at the end of the day," said Daryl Cameron,
ICA's western division manager.

Y2K on minds

of reinsurers

in Australia
By KATE TILLEY

GOLD COAST, Australia-Will
the Year 2000 exclusion clauses be-

ing inserted into many Australian-
written insurance and reinsurance

contracts protect underwriters?
Are personal, face-to-face trans-

actions still important in the rein-
surance industry?

Will the capital markets take over
the role of traditional reinsurers?

Opinions varied when these ques-
tions were raised in a debate earlier
this month at the Australian Rein-

surance Forum on the Gold Coast of

Queensland, Australia.
Senior industry executives dis-

cussed key issues in the industry's
future and fielded questions from
the floor.

Richard Wareham, general man-
ager-London market with Reinsur-
ance Australia Corp., launched the

debate by asking the panel whether
reinsurers should rely on Y2K ex-
clusion clauses or should work with

buyers to limit exposure. Michael

Kelly, managing director for ReAC
in Sydney, said reinsurers couldn't
drive the awareness about Y2K, as
their market was too diverse, but

that insurers should be making their
clients aware of the potential for
problems.

The industry needs to distinguish
between clients that have done

nothing and those making an effort
to be Y2K-compliant in time, said
Geoff Bromley, president and inter-
national chief executive officer of

Guy Carpenter & Co. Inc. of New
York.

Tim Fox, executive director of
GIO Reinsurance, agreed that some
regions of the world "still have their
head in the sand." GIO is a unit of

Sydney-based GIO Holdings Ltd.
Exclusion clauses "won't turn bad

risks into good ones," said John
Connolly, a director at Aon Group
Ltd. in London. And Phillip Purcell,
a partner in the law firm Dunhill
Madden Butler in Sydney, warned
there would be major litigation after

See Panel on next page

Before a test case can be taken to the Eu-

ropean Court of Justice, it must go through
the national courts of an E.U. member

state, said Mr. Furlonger. A test case could
involve one individual who wishes to obtain

a pension from an E.U. country other than
his or her home nation, which would enable
all the sponsoring employers to remain
anonymous, he explained.

In a separate development, representa-
tives from the European Union's 15 mem-
ber states have agreed that the European
Commission should remove the tax discrim-

ination on occupational pensions faced by
employees working in E.U. countries other
than their home state.

The European Union's Taxation Policy
Group recommended this month that the

See Pensions on page 21

Top-performing Lloyd's syndicates
Based on preliminary unaudited 1996 profits

Profits as %

of capacitySyndicate Managing agency

1176 LG Cox & Co. Ltd.

1028 Wellington Underwriting
Agencies Ltd.

780 BF Caudle Agencies Ltd.

535 Cotesworth & Co. Ltd.

779 Cassidy Davis Syndicate
Management Ltd.

Source: Moody's Investors Service

Market sector

Non-marine

Marine

Non-marine

Marine

Life

Reserving keeps
Lloyd 's '96 profits

under expectations
By SARAH GODDARD

32.6%

26.1%

24.6%

24.5%

22.0%

LONDON-Prudent reserving is the reason for Lloyd's of
London's lower-than-expected 1996 profits, Moody's In-
vestors Service Ltd. says.

After Lloyd's issued preliminary results last week showing
a profit of more than £600 million ($1 billion), Moody's noted
the "respectable" performance was marginally lower than ex-
pectations because underwriters were reserving at a higher
level than the rating agency had expected.

Lloyd's last week said it expected an overall market profit
of £606 million ($1.02 billion), before tax and members' ex-
penses, based on an initial review of audited syndicate re-
turns. Pure underwriting profit will total £359 million ($604.2
million), with the balance coming from releases of previous
year reserves, Lloyd's said.

But results in subsequent years are not expected to be as im-
pressive. Lloyd's anticipates a £70 million ($117.5 million)
profit on 1997 underwriting and a £60 million ($101 million)
loss for the 1998 year. Moody's predicts a break-even result
for 1997 and a loss of more than £200 million ($336.6 million)
for 1998.

In a statement, Lloyd's Chief Executive Officer Ron Sandler
said the combination of falling premiums and higher claims
industrywide "are reflected in the revised projections for 1997
and may continue to affect the projection for 1998 as the ac-
count continues to develop."

By market sector, marine business was the most profitable
area in 1996, with an average 12.8% return on capacity,
Moody's said. Six of 1996's 10 top-performing syndicates
wrote marine business.

Non-marine business on average provided a profit equal to
4.7% of capacity, according to Moody's, with aviation provid-
ing a 4.0% profit. Term life, a small specialty class at Lloyd's,
returned a 6.6% profit, while motor business showed losses of
7.1% of capacity. Moody's expects the motor sector to remain
unprofitable until at least 2000.

Underwriting agents remain cireumspect with regard to the
market as syndicate results continue to be released.

Hardy Underwriting Group P.L.C. last week announced a
16.6% profit on capacity for syndicate 382 for the 1996 year.
In 1997 and 1998, the syndicate wrote much less capacity,
walking away from potentially unprofitable business.

Losses have forced Chartwell Managing Agents Ltd. to leave
open the 1996 year for syndicates 923/2923 and 947/2947.

See Lloyd's on next page
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"Insurers have sought to limit their
exposure, but are there gaps in the in-
suring clause, as distinct from exclu-
sions themselves?" asked Mr. Purcell.

"What exposure do your clients have
to third parties?"

He said many North American
courts have adopted a principle of
making those with the deepest pock-
ets-insurers-pay, and that some
courts were "very creative."

Mr. Bromley said brokers have
"tried to get the market to underwrite
the risk and stay away from exclusion
clauses. As soon as you have an exclu-
sion clause, that means that, in the ab-

sence of an exclusion clause, you have
coverage," he explained.

Mr. Bromley warned that there
have been cases in which U.S. courts

had "overcome situations in which the

intent of both parties was that an ex-
clusion existed," meaning that even if
parties think when they draft a policy
that an exclusion exists, a court might
determine otherwise.

Given the state of the Australian

market, Y2K claims would come at a
bad time for the industry, which has
reported poor results, he noted.

ReAC's Mr. Kelly said the industry
needs to be wary of labeling dis-
claimers as exclusion clauses. "We

must just point out that Y2K is not a
fortuitous event; everyone knows it's

coming. Insurance policies don't cov-
et' that sort of thing "

Mr. Fox of GIO said an exclusion

clause is merely "rubber-stamping"
what insurers said during the policy-
writing process and what insurers
"willingly accepted" based on under-
writing infonnation.

But Mr. Kelly said reinsurers were
relying on the clause and therefore
were not asking "everyone we rein-
sure if they (and their policyholders)
are compliant."

The Australian market has lost

business because it has taken a firm

position that it will not cover any Y2K
claims, said Roger Burn, a non-exec-
utive director at ReAC.

Brendan Roche, chairman and CEO
of 1VIBR Reinsurance Pty. Ltd. in Syd-
ney, defended that decision, saying it
will not hurt Australian reinsurers,
despite the soft market conditions. "It
will increase the chances of longevity,
long-term."

The panel agreed there would be a
lot of litigation, but Mr. Purcell said
not alllosses would be fortuitous, and,
therefore, not all would be insurers'

responsibilities. "Everyone will look
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for someone to pay. For substantial
computer companies, do their insur-
ance policies respond?" he questioned.

The panel's views were divided on
the value of automated, computerized
transactions. Mr. Burn said that, with

"bigger deals and fewer of them at the
treaty end," perhaps computer trans-

'Traditional products in
isolation are not satisfying
clients' needs. We need

tailor-made solutions,'

says Geoff Bromley.

actions could trim costs. But ReAC's

Mr. Kelly said it was possible to do
things in "one day across the table
that take seven days by fax"

Mr. Bromley criticized the insur-
ance industry's failure to create a sin-
gle electronic commerce platform,
saying "vested interests" who want to
retain their own proprietary plat-
forms had seen the industry suffer as
a whole. "Our business is overpriced,
inefficient, and we leave ourselves

open to the capital markets unless we
change the way business is done," he
said. "It's incumbent on all of us to ac-

cept that we have not used teehnolo-
gy efficiently in the past... .Unless we
join the 2lst century, there will be far
fewer of us in this industry in a few
years' time"

He predicted a major increase in

electronic reinsurance contracting,
but other panelists said that face-to-
face negotiations would never disap-
pear altogether.

Mr. Roche warned against allowing
technology to remove the underwrit-

ers' "power of the pen," saying he did
not want to see situations in which

there was no chance to negotiate.
In a comment from the audience,

Steve Warwick, executive director of
Sydney-based Aon Group Australia
Pty. Ltd., said the industry is "still
hopelessly inefficient," but if efforts
were made to use technology better in
the back-room, "front-end" negotia-
tions still could be dane face to face.

The panel discussed the growth of
alternative risk financing. Mr. Fox
said reinsurers should harness the al-

ternatives to ensure the industry is
able to provide "sophisticated prod-
ucts for sophisticated buyers." Rein-
surers need to provide "value-added
service, not just capacity," he noted.

Mr. Bromley agreed, saying securi-
tization products were developing
against "a background of the cheapest
reinsurance for some time. Tradition-

al products in isolation are not satis-
fying clients' needs. We need tailor-
made solutions."

He said no one "understands risk

better than the traditional insurance

market; we should look at the capital
markets as providers of capacity."

As an example, Mr. Bromley said
his company had negotiated a $4 bil-
lion multiyear financial risk insurance
program addressing leasing revenues
for British Aerospace (BI, Dee. 14,

1998), and it could not have achieved

the deal without using capital market
techniques.

In a question from the audience,
Paul Allison, managing director of
Sydney-based broker MBR Reinsur-
ance Pty. Ltd., asked whether the cap-
ital market products were based on a
"buyer beware" philosophy, as op-
posed to the traditional insurance phi-
losophy of utmost good faith.

Mr. Puirell pointed out that if there
were a dispute over the coverage pro-
vided by a capital market product, it
would be dealt with under contract

law, not under insurance law, mean-

ing the "utmost good faith" doctrine
would not apply. Panelists agreed.

Mr. Roche said there was no doubt

"there will be a (legal) test, and I ex-
pect it will be in the next five years."

Y2K, relationships and capital mar-
kets certainly were not the only issues

under the spotlight at the forum.
Reinsurers' results, which continue to

turn for the worse, were discussed.
GIO Reinsurance contributed a

$19.6 million Australian ($12.5 mil-
lion) loss to Sydney-based GIO Hold-
ings Ltd.'s 81% profit slump for the
six months to Dee. 31, 1998, reported
the day before the forum began. Oth-
er Australian reinsurers also have

fared poorly. Sydney-based Reinsur-
ance Australia Corp. Ltd. reported a
$48.2 million Australian ($30.8 mil-
lion) loss, and New Cap Reinsurance
Corp. was forced to suspend under-
writing via its Bermuda company af-
ter its capital level dropped below
Bermuda's requirements. ial

Down Under could be left behind
Struggling market must adopt capital market products: Speaker

By KATE TILLEY

GOLD COAST, Australia-As
Australian reinsurers post poor re-
suits amid ongoing competition, the
industry also is threatened by another
sector-the capital markets.

At the third annual Australian Fo-

rum, reinsurers were warned that un-

less they get involved in the new alter-
native products offered by the capital
markets, they risk being left behind
when the market hardens and buyers
begin looking for other options.

Richard L. Sandor, chairman of
Hedge Financial Products Inc. of
Chicago, a subsidiary of CNA Finan-
cial Corp. that specializes in risk secu-
ritization, told the forum's 200 atten-
dees that commodity traders will con-
tinue to offer capital securitization
products as alternatives to reinsur-
ance. And the market will grow, de-
spite an "absurdly" soft insurance
market, he said.

The insurance industry, he said, is
not equipped for major catastrophes.
With $235 billion in global reinsur-
ance capital, "one big storm or earth-
quake could knock out 50% of the
business."

Mr. Sandor said some reinsurers al-

ready are overexposed in some geo-
graphic areas. He noted that 70% of
U.S. assets are in high-risk areas, vul-
nerable to earthquake, hurricanes or

Lloyd's
Continued from previous page

The syndicates led a U.S. extended-
warranty auto line slip, brokered by
Byas Mosley & Co. Ltd., and the slip
has proved painful to a number of

syndicates. Among the syndicates af-
fected by the business is syndicate
529, managed by Sterling Underwrit-
ing Agencies Ltd. That syndicate also
is a participant on another extended-
warranty program causing some
problems at Lloyd's, the Houston
General Insurance Co. Brown &

tornadoes. Occurrences that had been

considered one-in-100-years events
happen much more frequently, he
said at the forum. Insurers and rein-

surers "have very little capital relative
to the amount of risk out there."

He said the primary insurance mar-
ket needs alternative products, such
as catastrophe bonds, because there is
not enough capital in the reinsurance
market to handle a major event.

He said investors see benefits in

putting money in cat bonds and simi-
lar tools because they avoid the core-

sponding volatility associated with
bond and stock markets and put
greater diversity into their portfolios.

Unlike financial events that may
have "ripple effects" on stock markets
in many countries, he noted, a wind-
storm or earthquake tends to be iso-
lated and not to shake up multiple
markets.

Mr. Sandor said the volatility in in-

surance prices is "beyond belief" and
that buyers and investors need greater
stability, which he says the capital
markets provide. Investors also want
to develop alternative markets as a re»
course for when the market hardens.

Mr. Sandor called Australia a

"great place for securitization" be-
cause of the enormous capital in su-
perannuation funds, which are like
pension funds. The funds, to which
employers must contribute, are heavi-

White Goods Warranty Reinsurance
account. Syndicate 529 has reported
a 5.5% loss on £16 million ($26.9 mil-
lion) capacity for the year. Syndicate
314, managed by Ashley Palmer Ltd.,
also is on the Houston General line

slip and has posted a marginal profit
of 0.25% on £56.2 million ($94.6 mil-
lion)capacity.

Several clients of actuary Bacon &
Woodrow London Market Services

Ltd. are involved in the Byas Mosley
line slip. A spokesman for the actuary
said unofficial market estimates of

losses near $200 million are "proba-
bly not totally in the wrong ball-

ly regulated, though employees can
decide how they want their portions
invested. There are industry-based
funds-for coal miners or construe-

tion, for example. Life insurers also
offer private funds. Mr. Sandor sees
value in writing securitized products
against that capital.

Responding to a question from the
audience, Mr. Sandor denied that the
alternative markets were simply soft-
ening the insurance market, saying
that good speculation was stabilizing
and would even out the insurance cy-
cle.

The alternative markets "will make

things worse only if they are no good
at speculating. A good speculator will
buy low and sell high. Good specula-
tion is stabilizing," he said.

Mr. Sandor warned Australian-

based reinsurers to become involved

in the new markets gradually-
"Don't bet the ranch." But, he said it
was essential that reinsurers partici-
pate or they'd be left behind when
rates hardened.

In addition, reinsurers have skills to
offer to the capital markets, he said.
"Remember, you have the underwrit-
ing expertise. The men and women of
Wall Street don't understand any of
that."

The forum was held March 5-8 at

the Sheraton Mirage on the Gold
Coast. [El=

park." Although the business is
shared by the North American and
London market, "the worst of it is

probably in London," he said.
The Byas Mosley line slip started in

1993, and though it officially finished
in 1997, some of the business still is
being written in Lloyd's, said the Ba-
con & Woodrow spokesman. Each
year, about 20 participants were
signed up to the line slip from both
Lloyd's and the London company
market, though participants differed
from year to year. He said it is too
early to assess the impact on the 1997
year of account. Ell



Witnesses
Continued from page 1
taking into account whether the tech-
nique or theory could be scientifically
tested; whether it had been subject to
peer review; whether the technique
was subject to a high known or poten-
tial rate of error; and whether the the-

ory or technique enjoyed "general ac-
ceptance" within the relevant scientif-
ie community. The Daubert decision
also clarified that the trial judge
should act as "gatekeeper" to deter-
mine whether evidence meets the

standards of admissibility.
By an 8-1 vote-with the sole dis-

senter, Associate Justice John Paul
Stevens, concurring in part with the
majority-the Supreme Court last
week ruled that trial judges should act
as gatekeepers regardless of the na-
ture of the expert testimony.

Writing for the majority, Associate
Justice Stephen Breyer wrote that
there is no "convincing need to make
such distinctions" between scientific

and other forms of expert testimony.
In fact, he wrote, it would be "rliffi-

cult if not impossible" for trial judges
"to administer evidentiary rules under
which a gatekeeping obligation de-
pended upon a distinction between
'scientific' knowledge and 'technical'
or 'other specialized' knowledge.
There is no clear line that divides one

from the other." Associate Justice

Breyer went on to give trial judges
even more discretion, writing that the
Daubert factors were "meant to be

helpful, not definitive. Indeed, those
factors do not all necessarily apply
even in every instance in which the re-

liability of scientific testimony is chal-
lenged."

For example, the opinion said, not
all claims made by scientific witness-
es will have been subject to peer re-
view.

Furthermore, the general accep-
tance of a theory does not necessalily

make it reliable, wrote Associate Jus-
tice Breyer, pointing to the "so-called
generally accepted principles of as-
trology or necromancy."

Corporate risk managers, insurers
and other business representatives
welcomed the decision.

"I think the criteria that were set

are outstanding. For the most part, it
now puts the'expert' back in'expert
witness,"' said Lance Ewing, chair-
man of the Risk & Insurance Manage-
ment Society Inc,'s External Affairs
Team and director-insurance and loss

prevention for GES Exposition Ser-
vices Inc. in Las Vegas.

"We argued very strongly that the
role of gatekeeper is paramount and
I'm very pleased to see that the court
saw that as paramount," said Victor
E. Schwartz, a longtime product lia-
bility reform advocate who prepared
a brief on behalf of the American Tort

Reform Assn. in support of Kumho.
"The era of the phony expert is over"
in federal court, Mr. Schwartz said.

"Those interested in curbing law-
suit abuse can only applaud the
Supreme Court decision in the
Kumho tire case. It maximizes the

power of trial courts to exclude'junk
science' that poses as expertise. To-
gether with the court's recent action
in Gore us. BMW to curb excessive

punitive damages, the Kumho Tire
decision moves our civil justice system
closer to a more common-sense ap-
proach to civil litigation," said
Richard Thornburgh, a former U.S.
attorney general and Pennsylvania
governor who is now of counsel to the
law firm Kirkpatrick & Lockhart
L.L.P. in Washington.

In the landmark 1996 ruling Gore
us. BMW, the Supreme Court held
that there are situations where puni-
tive damages can be so excessive as to
violate the Constitution.

"The decision is of extreme impor-
tance because the number of cases in-

volving pure science is not great, but
the number of cases involving ex-

INTERNATIONAL

Pensions
Continued from page 19
European Commission introduce leg-
islation that would prevent tax dis-
crimination on occupational pensions
for migrant workers.

Moves to simplify and harmonize
tax treatment of occupational pen-
sions for overseas employees will be
welcomed by employers, said David
Formosa, an employee benefit consul-
tant in the international department
of William M. Mercer's London office.
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However, legislation is unlikely to
be introduced before the end of the

summer, one E.U. official noted.
Meanwhile, an E.C. paper outlining

proposals for a single pension market
is due to be published in the next few
weeks, said the official.

Inconsistent taxation of cross-bor-

der pension contributions remains a
barierto a single market in Europe,
according to a report on supplemen-
tary pensions published last year by
the European Commission.

European Union-wide responses to
that consultative document agreed
that the "diversity and the complexity
of supplementary pension schemes
are seriously hindering the proper
functioning of the single market."

"There is a very broad consensus
that current tax rules act as a barrier

to the free movement of workens,"
stated the report.

"These tax distortions are regarded
by the industry and by the financial
sector as the main obstacles to the es-

tablishment of a genuine market for
supplementary pensions," the report
concludes.

Removal of the tax differences like-

ly will decrease pension costs as well,
contributors to the report noted.

"As long as such discriminatory tax
barriers exist, providers of supple-
mentary pension plans are not able to
benefit from economies of scale. They
must create unique products and es-
tablish specific investment policies for
what may be relatively small markets.
The need to establish often duplica-
tive country-specific infrastructure to
manage pension products further
drives up costs," said one respondent.

Employers and pension plan
providers "would like to see some way
that tax contributions can be treated

uniformly," said Mr. Formosa. KII

perts" in federal courts is enormous,
observed Mr. Schwartz.

As a result, he said that the decision
could have an adverse effect.

"It will increase the plaintiffs bar's
drive to get their cases in state court
no matter what," Mr. Schwartz pre-
dicted. To avoid federal limits, plain-
tiffs attorneys will name "defendants
against whom they never expect to
enforce a judgment"-such as the 10-
cal distributor of a national compa-
ny's product-as a means to avoid
federal jurisdiction, he said.

Mr. Schwartz is not alone in his

concern.

There is "always therisk" that "in-
genuous plaintiffs lawyers will shift
their attention to the state courts. It's

always a nagging concern whenever
you have this kind of development,"
said Mr. Thornburgh.

Lloyd Milliken, a partner in the In-
dianapolis law firm Locke Reynolds
Boyd & Weisell and president-elect of
the Defense Research Institute,
agreed.

"I think there is empirical evidence
that that has already occurred in cir-
cuits that have taken the approach
that the Supreme Court has now en-
dorsed," he said, citing in particular
the 7th U.S. Circuit Court of Appeals.

Mr. Milliken said he believes that

state courts that have not "addressed

the Daubert logic will do so, and it's
pretty compelling logic."

Craig Berrington, general counsel
for the American Insurance Assn. in

Washington, downplayed the possi-
bility of product liability suits migrat-
ing en masse to state courts because of
the decision.

"Most state rules of civil procedures
have provisions that are susceptible to
the same analysis as the Supreme
Court used in this case," he said.

More likely is that Kumho will be
used by defendants in state court tri-
als to argue against the admissibility
of certain expert: testimony, he said.

David Vladeck, director of the

Washington-based Public Citizen Lit-
igation Group, a consumer group
founded by Ralph Nader, saw little
shocking in the decision and said he
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didn't expect any rush to the state
courts.

"I don't think there's anything par-
ticularly revolutionary in this opinion.
The kind of expert testimony that was
admitted yesterday or last week or
last year will continue to be admit-
ted," he said,

"The real winners are the trial

judges, who get an awfullot of discre-
tion under this opinion," Mr. Vladeck
said.

Some pro-business observers agree
with that point.

"I tend to think it's more good news
than otherwise. The bad news is that

one of the highlights of the opinion is
the additional discretion given to the
trial judge," said Jim Young, a partner
in Christie Pabarue Mortensen &

Young in Philadelphia, who special-
izes in insurance-related litigation
and professional malpractice.

"The downside is that this is going
to be very much judge-dependent. As
a defense lawyer, you better have a
pretty good understanding about who
you're in front of," said Mr. Young.

RnvIS' Mr. Ewing agreed.
"The concern that I think risk man-

agers have is that the judge may not
be as impartial of a gatekeeper as the
high court thinks they might. The
judge may not understand every as-
pect of the criteria that were set
forth," said Mr. Ewing.

"We're going to have to see how the
lower courts turn around and use this

decision," said Ken Schloman, Wash-
ington counsel for the Alliance of
American Insurers.

Justice Breyer's opinion could be
seen as backing down from having to
meet the four standards set out in the

Daubert decision, he said.
"He's basically saying these four

factors are basically illustrative of
factors a court can consider and there

are other factors a court can consider.

While I think the decision is absolute-

ly proper on the facts, I think it could
cut both ways," Mr. Schloman said.

The Kumho case began in 1993, af-
ter a fatal accident followed a tire

blow-out. The plaintiffs sued the tire
manufacturer and distributor, relying

heavily on testimony offered by an ex-
pert in tire failure analysis. Despite
the tire's age and wear, the expert
concluded that a product defect
caused it to blow.

The defendant manufacturer asked

the district court judge to exclude the
expert's testimony because it did not
meet necessary standards of method-
ology.

the Daubert decision, agreed the
Daubert standards should apply even
though the testimony was "technical"
rather than "scientific."

The plaintiffs appealed to the 11th
U.S. Circuit Court of Appeals, which
overturned the ti-ial opinion and held
the Daubert standards applied only to
scientific-and not technical-testi-

mony.

The defendants sought Supreme
Court review, resulting in last week's
ruling that judges' gatekeeping re-

ny of alllcinds.
In a concurrence in which he was

joined by Associate Justices Sandra
O'Connor and Clarence Thomas, As-
sociate Justice Antonin Scalia was

even more blunt than Associate Jus-

tice Breyer
"I join the opinion of the Court,

which makes clear that the discretion

it endorses-trial-court discretion in

choosing the manner of testing expert
reliability-is not discretion to aban-
don the gatekeeping function. I think
it is worth adding that it is not discre-
tion to perform the function inade-
quately. Rather, it is discretion to
choose among reasonabte means 01
excluding expertise that is fausse and
science that is junky.

"Though, as the Court makes clear
today, the Daubert factors are not
holy writ, in a particular case the fail-
ure to apply one or another of them
may be unreasonable, and hence an
abuse of discretion," the concurring
opinion stated.

Kumho Tire Co. Ltd. et al. us

Patrick Carmichael et al., US

March 23, 1999.
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LEGAL NOTICE LEGAL NOTICE LEGAL NOTICE j LEGAL NOTICE LEGAL NOTICE __ HELP WANTED j
-

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

EASTERN DISTRICT OF NEW YORK
Business

IN THE MATTER OF LIQUIDATION bsurance
OF AN SYNDICATE #1 LTD ) NO 99 CH 1639

NOTICE OF CLAIM FILING DEADUNE AND PROCEDURES
In re Hearing Date:

April 15, 1999, at 3:30 p.m. PLEASE TAKE NOTICE, that on Februaty 9, 1999, the CHCUIt Court Of Cook County, Circulation
FIRST CENTRAL FINANCIAL 111[nols, en efed an Agreed Ofder 01 Liquidation With a Finding of Insolvency against MI Syndicate

CORPORATION,
Chapter 7 #l Ltd ('AAI Syndicate") Nalhaniel S Shapo, Director of Insumnce of the State of Illinois, is the Breakdown

Debtor
Case No. 198-12848-352

statutoy and court allirmed Liq Jidator of MI Syndicate ('Liquidator)

TAKE FURTHER NOTICE, that on Match 17,1999, the Circuit Coud of Cook County,
Illmots enlefed aft Order Fixing RigIBand Liabilities and Providing lot the Filing ol Claims and the Commemia/Consumem

NOTICE OF HEARING Settinc of Claim Filing Deadlines ('Fixing Order) Pursuant to the Fixing Order, all fights and
FOR AN ORDER AUTHORIZING MARTIN P OCHS, AS CHAPTER 7 TRUSTEE, TO SELL ALL OF THE ESTATE'S RIGHT, TITLE liabilities cl MI Syndicate and Is policyholders, cmditors and stockholdefS, and all other persons
AND INTEREST IN AND TO THE CAPITAL STOCK OF MERCURY ADJUSTMENT BUREAU, INC, FREE AND CLEAR OF ALL Interesed n its property or assets, are fixed as of February 9,1999, unless olhemise provided in Almini*alive:
LIENS CLAIMS AND ENCUMBRANCES AND ESTABLISHING CERTAIN BIDDING PROCEDURES WITH RESPECT THERETO pnof o subsequent OfdefS 01 lf: Court

PLEASE TAKE NOTICE, that upon the application (the "Application") of Martin P Ochs, as Chapter 7 Trustee (the TAKE FURTHER NOTICE, that all persons, companies or entities who have, or may CEO'S, Presidents, and Ownets, 3,939

"Trustee") of the bankruotcy estate of First Central FinancialCorporation, the debtor (the 'Debtor) herein, by his attorneqs Ochs have claims, against AAI Synd :ate, its propetty orassets, or agamst an MI Syndicate Insured or Vice P,adems, Gene,al Maftagers and
& Goldberg, LLP, and by his special counsel, Whitman Breed Abbott & Morgan LLP, the undersigned will move the Honorable pollcyfolder, shallhave thenght to present and file with the Liquidatorptoper pfoofs of claimonor
Marvin A Holland, United States Bankruptcy Judge, at the United States Bankruptcy Court, 75 Clinton Street, Brooklyn, New York before gbtualy 9,2000 at 430 pm (CST)

0{118(Administmive Petsonnel 4,251

11201, on the 15th day of April, 1999, at 3 30 p m (the "Sale Hearing"), or as soon thereafteras counsel can heard for an orde TAKE FURTHER NOTICE, that any insured under an insurance policy issued by MI
(i) authorizing the Trust:e to sell, pursuant to Section 363(b) and (f) of the United States Bankruptcy Code and Federal Rule o' Syndicate shallhavetheright 1 3 presentand file with the Liquidatora proper Frootol claim setting Financial:
Bankruptcy Procedure 6004, all of the Debtor's estate's right, litle and interest m all of the capital stock (the "Mercury St)ck") of forthacontingentdaim on or Defore February 9,2000 at 4 30 p m CC ST) No contingent claim
Memug Adjustment Bureau, Inc ('Mercuryl, freeand clearofall liers, claims and encumbrances (the "Encumbrances",, if any, shall be alliwed lot purposa o pamcipaling m any distribution of estate assets that may be made a 61181 Financial Olicets and Vce Pres,dents
with such Encumbrances to attach to the proceeds of such sale, on the terms and conditions set forth m a certam sale ag eement thefourth inonly level [215 ILCS 5/205 (1) (d)] unless such claim has been liquidated and the of Finance 2,428(the "Sale Agreement") dated February 17,1999, between the Trustee and Mercury Partners, LLC ("Mercury Partners" ), and (11) msured claimant haspresented and filed evidence of paymentot such claim tothe Liquidaloron of
granting such other and fulther relief as this Court deems just and proper before February 9, 2001 at 43]pm (C ST) Any contmgent claim for which a proper pmof of Skretanes, TreasureB, Con#Ollers and

PLEASE TAKE FURTHER NOTICE, that at 3 30 p m on Apr:115,1999, at the Sale Hearing to be conducted at the claims Ishled on or belote Februaty 9,2000 at 4 30 p m (CS T), but whict is not hquidated on or *lel 6,302
United States Bankruptcy Court, In Judge Holland's COUrtfOOm, the -rustee will accept and the Bankruptcy Court will consider betom Feb uary 9,2001 at 4 301) m (C ST), may be estimated pursuant 10215 ILCS 5/209(4)(b)
bids m connection with the sale of the Mercury Stock The sale shall be to the highest and best offeror lor purposes d pErticipating m any distfibution of estate assets thal may be made ai the fifth

PLEASE TAKE FURTHER NOTICE, that the Sale Agreement provides, m pertinent part, that (,) the Trustee shall trans- Bnonly level [215 ILCS 5/205(1)(e)] un less otherwise directed by the courl Risll/Employee Benefits:
fet all of the Mercury Stock to Mercury Partners, free and clear of the Encumbrances, (11) the closing (the "Closing") on the sale of TAKE FURTHER NOTICE, that {he form and required content of all proofs ot claim
the Mercury Stock shal occur atter the Bankruptcy Court enters a tinal nonappealable Order approving the Sale Agreem:nt, (m) are descrited 9 215 ILCS 5/209 Proofs of daim, along with supporting documents, if any, are to

Vice Pres,dems, Difectofs, Managem, md other

the aggregate purchase price (the "Purchase Price") shall be $275,000 00, Ov) the Purchase Price shall be paid m cash, (v) an be filed with, ald may be obtained trom, the liquidator of AAI Syndicate, c/o the Office 01 the relatEd depaltmentpelsonnelot insulance, Imk
amount not to exceed $150,000 00 m the aggregate from Mercury ensting money market accounts and the earnest money de- Special Deputy Receiver, loca'ed at 222 Metchandise Mart Plaza, Suite 1450, Chicago, Illinois employee benet, 05onnel, compensabon,
posit in the amount ol $ 0,000 00 previously paid by Mercury Partners and transferred to the Trustee shall be applied towards the 60654 A froof of claim shall be deemed 111ed" with the Liquidator upon the Liquidatofs receipt
Purchase Price and any excess cash In Mercury bank accounts shall bepald over (not m reduction ofthe Purchase Price) tothe thereol Th: LIqjidator rese,vestheright to require suchaddltional Informallonwithiesped loany pmsion, Sal*, SEurl,IndIEmal relations.
Trustee at the Closing, aid (vi) tile Closing on the Sale Agreement will occur no later than May - 4, 1999 claim med with him as he ma, be deem necessary Theliquidator turther reserves any and all human resourcesand employee/

PLEASE TAKE FURTHER NOTICE, that at the Sale Heanng, in accordance with the terms of the Sale Agreement, any defenses avallable to AAI Syndicateupon all filed claims Allproots of claim must be duly swom lo
laborrelations 13,382

party wishing to make an offer for the Mercury Stock or the assets of Mercury must (t) make an offer which Is at least $25,000,00
before in o#Ker authorized to take oaths

in excess of Mercury Partners' offer (1 e such offer must be not less than $300,000,000), (11) each successive offer mtst be in THE LAST DATE FOR FILING OF PROOFS OF CLAIM WITH THE LIQUIDATOR IS

increments of $2,500,00, (m) the proponents of any such offer must provide an earnest money deposit of not less than SET FORTH ABOVE NO PERSONS, COMPANIES OR ENTITIES HAVING 07 CLAIMING TO HAVE
Sub-total .. . .30,302

$25,000,00, which down payment will be held m escrow by the Trlstee pending the closing on such proponent's offer, and ANY CLAIMS AGAINST AAI SYNDICATE, ITS PROPERTY OR ASSETS, OR AGAINST AN MI Associations 249
(Iv) the proponent of any such offer must show evidence of assets, financing commitmeits or other ability to close the SYN[DATE PCLICYHOLDER, SHALL PARTICIPATE IN ANY DISTRIBUTION OF THE ASSETS OF
proposed transaction THE COMPANY UNLESS SUCH CLAIMS ARE PROPERLY FILED WITH THE LIQUIDATOR ON OR Government, Unions and

PLEASE TAKE FURTHER NOTICE, that responsive papers, if any, must be in writing and filed with the Clerk of the BEFORE FEBRUARY 9,2000 AT 4 30 P M (C S D Edumbonal Instt®ons 982

United States Bankrupt:y Court, 75 Clinton Street, Brooklyn, New York 11201, with a copv delivered to Bankruptcv Judge Peter G Gzllanis
Holland's Chambers, and served so that they are received by (a) the attorneys for the Trustee (i) Ochs & Goldberg, LLP, 60 East Special Deputy Receiver Commercial Consumers
42nd Street, Suite 1545, New York, New York 10165, Attn Martin P Odis, Esq,and (it) Whitman Breed Abbott & Morgan LLP,
200 Park Avenue, New York, New York 10166, Attn Peter Scott Gold, Esq, and (b) the Office of the United States Trustee, 825 Sublotal. 31,533
East Gate Boulevard, Gaiden City, New York 11530, m accordance with Bankruptcy Judge Holland's Chambers Rules

mstra[¤ Agemsatld Brokers
PROSPECTIVE PURCHASERS ARE URGED TO PERFORM THEIR OWN DUE DILIGENCE WITH RESPECT TO THE 7,902 

MERCURY STOCK PRIOR TO THE SALE HEARING Ifany party des,res a Copy ofthe Application or Sale Agreement or needs Insumn08 Compmies 6,627 additional infomiation, please contact the Trustee's counsel, Ochs & Goldberg, LLP, 60 East 42nd Street, Suite 1545, New York, Accountants, Actuanes,
New York 10165, telephone number (212) 983-1221, facsimile number (212) 983-1330, Attn Martin P Ochs, Esq

Attorneys & Consultmts 2,488 
Dated New York, New Y)fk

March 22,1999

OCHS & GOLDBERG, LLP,
Looking fora candidate Adiustets, Appmises, TPA's, Captive Managers

& Health Care Providers 1,435
Attorneys for Martin P Odis, 011!emA]ked to me Fidd
tile Chaptet 7 Trustee of the barkruptcy estate of FIRST CENTRAL FINANCIAL CORP, 
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Gerling buys TIG Re facultative book '52:. .18*1!11mfjAy-'-- Cal-OSHA have already been addressed on the Columbia
through mechanical modifications, new safety and opera-

NEW YORK-Gerlmg Global Reinsurance Corp of America  -4 tional procedures and related training implemented over
has agreed to acquire the new and renewal nghts to Stamford, ' , T:D,. : 94% the past two months

I .. .

Conn -based TIG Reinsurance Co 's casualty facultative opera-
tions for an undisclosed sum, effecbve March 1 94&.. Unisys wins appellate ,uling

This w111 be Gerling s flrst entry mto the facultative remsur-
ance busmess, said Ahson Hein, Gerlmg's drrector of corporate PHILADELPHIA-Blue Bell, Pa -based Unisys Corp did
plannmg The deal does not include TIG Re's in-force business, not violate its fiduciary duties under federal pension law
accordmg to Ms Hein, who said she canno. estimate the amount when it bought more than $200 million in guaranteed m-
of premium volume mvolved vestment contracts from Executive Life Insurance Co , a

The busmess has 47 employees m eight offices San Francisco, federal appeals court has ruled
Hartford, Conn, Atlanta, Chicago, New York, Columbus, Ohio, The 2-1 decision by the three-Judge panel of the 3rd U S
Philadelphia and Dallas Circuit Court of Appeals in Philadelphia upheld a lower

Daniel L Avery, who led TIG Re's casualty facultative divi-  federal court ruling
mon, recently lomed Gerling as semor vp and director of casualty The case is the first of several lawsuits the U S Labor De-
facultabve operations, he will head the operabon AP/ WIDE WORLD PHOTOS partment has Med against employers that bought GICs and

More deals are possible, said Ms Hein "We are open to growth A 1998 accident aboard the sailing ship Columbia at Dis- annuities from the now-defunct ELIC ELIC was put into
strategy That's part of our business plan, and whatever makes rehabilitation in California in 1991neyland resulted in the death of a park guest and seri-
sense for the bumness, we willlook at"

ous injuries to a second guest and a park employee. Information in brief
Six Flags pa,k investigates drowning ing $12,500 against Disneyland in connection with a Dec

24, 1998, accident on the saihng ship Columbia attraction Philip L. Engel will retire later this
ARLINGTON, Texas-The Six Flags Over Texas amusement The accident, which occurred when a metal securing cleat year as president of Chicago-based ,11,

park is investigating a recent accident on a ride in which a boat broke loose and flew into the crowd, resulted in the death CNA Insurance Cos as well as from
capmzed and a woman drowned of a park guest and serious injuries to a second guest and a his position as a director of parent

Vallena Cartwnght, 28, of Helena, Ark, apparently was un- park employee company CNA Financial Corp Mr r-4.I

able to unbuckle her seat belt and drowned m waist-high water Cal-OSHA cited Disneyland last week for not adequately Engel, 58, has been with CNA for 38 _t,
earher this month after a large, round boat carrymg 12 passen- training the employee who was docking the ship when the years and has been president since
gers on a waternde overturned about 200 feet from theendof the accident occurred The training violation was cited as sert- 1992 Indianapolis-based Acordia 85

4.ride, according to a spokesman for the Arhngton, Texas, Police ous and carries a $6,250 penalty A second violation, also Inc. has completed a regional consoli-
Department The 11 other people m the boat were able to extn- cited as serious, was issued for overloading the bow cleat dation effort with the merger of its
cate themselves, 10 received treatment for mmor Injuries and also carries a penalty of $6,250 Cal-OSHA standards two Eastern regional operations into

The fatahly is the hrst ever at the Arlmgton park, accordmg to require that equipment used by employees not be operated one East Region operation based in Mr. Engel
the park's pubhc relations spokeswoman The Roaring Rapids or loaded beyond their mtended workmg levels Morristown, N J Kevin Conboy has
nde was built m 1983, and an eshmated 20 milhon visitors have In response to the accident, Assemblyman Tom Torlak- been named president and regional chief executive officer
ndden it mnce then, she said son, D-Martinez, earlier this month introduced legislation The operations of the world's seventh-largest broker are

Independent nde experts, company engineers and safety per- that would require California's permanent amusement now segmented into four regions across the United States
sonnel have joined law enforcement personnel m mvestigatlng parks to undergo annual inspections of rides, set training Chicago-based Aon Corp. announced a three-for-two
the accident, according to the park spokeswoman standards for employees who operate the rides and ensure stock split payable May 17 m the form of a stock dividend

"Everythmgis underreviewat thts stage," including park poll- that all accidents are reported to the state of one common share for every two shares held Aon's stock
cies about appropnate emergency response, the spokeswoman Disneyland officials met with Cal-OSHA last week to re- closed Friday at $65 CNA Risk Management, a unit of
said Park paramedics amved within two mmutes, she added view the report and acknowledged that it is "a comprehen- CNA Financial Corp, is now offering $50 milhon in prima-

Disneyland fined for 1998 accident sive and thorough report that gives a much better idea of ry and excess property coverage, including catastrophe cov-
what may have contributed to and caused the accident," a erage, for service industry policyholders A new pnmary fa-
company statement said "We are reviewing the report and cility, Preferred Property, offers $25 million in capacity,

SAN FRANCISCO--The Cahfornia Division of Occupational w111 be discussing appropriate next steps with Cal-OSHA " and CNA's existing excess facilities offer another $25 mil-
Safety and Health last week issued two citations with fmes total- Meanwhile, Disney officials said that all areas noted by lion Em
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Results
Continued from page 3
1999 can expect deteriorating un-
derwriting results, slow premium
growth, almost no investment in-
come growth, and lower pretax
operating results, predicted Mr.
Lewis.

This year will be a continuing
function of what was seen last

year, which is "years of inade-
quate--and in sorne cases irra-
tional-pricing finally finding its
way into the reported numbers,"
said Ronald Frank, an analyst
with Salomon Smith Barney in
New York.

'Until lhe overcapacity
issue is addressed, it's

going to be very difficult,'
says Matthew Coyle of
Standard & Poor's.

John L. Ward, CEO of the
Cincinnati-based Ward Financial

Group, pointed to pledges made
last year by executives of Ameri-
can International Group Inc.,
Chubb Corp., The Hartford Fi-
nancial Services Group Inc. and
The St. Paul Cos. Inc. that they
would walk away from under-
priced business in 1999 (BI, Nov.
30, 1998).

"I think, for the long term, that
will be a positive influence on the
results of the companies that are
taking that posture, but I think
that what it will do, in the short

term, is widen the gap between
the good performer and the aver-
age performer," Mr. Ward said.

"Until the overcapacity issue is

Rank

1998

addressed, it's going to be very
difficult for individual companies
to reverse the pricing trends of the
market," said Matthew Coyle, a
director at rating agency Stan-
dard & Poor's Corp. in New York.
"There are plenty of carriers out
there willing to write the busi-
ness."

However, Robert M. Steinberg,
chairman and chief executive of-

fieer of Reliance Insurance Group
in New York, said that, since late

fall, there has "definitely been a
different tone to the market."

"We've come to a leveling-off
period, and I see that continuing
throughout most of '99," Mr.
Steinberg said.

Ken Zuckerberg, an analyst
with Keefe, Bruyette, Woods in
New York, agrees the market may
be stabilizing.

"It appears that the market is at
the point where the rate of decline
is really decreasing, and that
there may be some price stabiliza-
tion over the next six to 12

months," he said.

Business Insurance's survey re-
sults no longer include those of
TIG Holdings, whose acquisition
by Fairfax Financial Holdings
Inc. was announced last year (BI,
Dec. 7, 1998). In contrast, while
General Re Corp. has been ac-
quired by Berkshire Hathaway
Group, the two companies re-
leased separate 1998 results to BI.

Other findings of BI's survey of
21 major property/casualty insur-
ers' 1998 results were:

• Net premiums written in-
creased a modest 2.4% to $96.47

billion. This compares with a
3.7% increase for the nine-month

period and a 3.9% increase in the
first half (BI, Nov. 30, 1998; Aug.
31, 1998). There was a 5.5% in-

crease in net premiums for all of
1997 (BI, March 23, 1997).

• Underwriting losses increased
by 132.2% to $5.1 billion in 1998.
This compares with a 87.5% in-
crease in underwriting losses for
the nine-month period.

'It was a quarter when
very few companies hit

their earnings mark,'
says Michael Lewis of
Warburg Dillon Read.

• The combined ratio continued

to deteriorate, growing to 105.1%
compared with 102% in 1997.
This compares with a 104.4% ra-
tio for the nine-month period.

• Investment income fell 3.2%,

to $15.88 billion. It had dropped
4.7% in the nine-month period
and 8.6% in the first half.

• Policyholder surplus for the 20
insurers reporting it increased 7%
to $112.52 billion. This compares
with the 10.6% increase reported
in the nine-month period by a
comparable group of insurers.

"I think, in a nutshell, the quar-
ter gave you more of the same,"
said Mr. Frank of Salomon Smith

Barney. "The fundamental prob-
lem is books of business that, in
hindsight, are proving to be sig-
nificantly underpriced, and that's
finally showing up in the num-
bers," he said.

"I think it was kind of a cleanup
quarter," said Mr. Lewis of War-
burg Dillon Read. "It was a quar-
ter when very few companies hit
their earnings mark and contin-
ued to be influenced by the nega-
tive factors that have been influ-

encing the property/casualty in-
dustry for some time," he said.

These included inadequate

rates, especially in standard com-
mercial lines, weather-related
losses, and reduced investable

cash flow and low interest rates,

which together hurt investment
income, Mr. Lewis said.

In addition to $480 million in

insured catastrophe losses in
1998, which compares with $250
million in 1997, "the continued

theme of soft pricing and compe-
tition in the commercial segment
continued to eat away" at com-
mercial insurers' results, said Mr.
Ward.

Developing market situations
are not expected to reverse that
trend.

Most analysts, for example, do
not expect the workers comp loss-
es generated by reinsurance pools
managed by Unicover Managers
Inc. to influence pricing in the
overall property/casualty market
(BI, March 15).

"My guess would be that it will
have a minimal impact," said Mr.
Coyle of S&P.

"I think Unicover is simply too
small to cause any sweeping
change in behavior," said Mr.
Frank, who added that it could af-

feet workers comp pricing, espe-
cially in the competitive Califor-
nia market.

The traditional property/casu-
alty reinsurers "will enter with
their excess capacity before things
get too tight," he added.

Difficult market conditions are

likely to spark more mergers and
acquisitions, analysts say.

Several pointed to recent acqui-
sition activity that includes XL
Capital Ltd.'s planned buyout of
NAC Re Corp. (BI, Feb. 22), ACE
Ltd.'s bid to purchase CIGNA
Corp.'s property/casualty opera-
tions (BI, Feb. 1), and Chubb
Corp.'s acquisition of Executive
Risk Inc. (BI, Dec. 15, 1998).

"You have seen, and are likely
to continue seeing, an increasing
number of deals just because

.the gap between buyer and
seller will narrow" as a result of

pressure on earnings, which in
turn causes pressure on stock
prices, said Mr. Frank.

"That being said," he added, "I
would not expect to see the kind
of sweeping consolidation among
insurance carriers that you have
seen among the brokers. I think
we're all going to celebrate many
birthdays before you see that kind
of concentration" among multi-
line insurers, said Mr. Frank.

The recent deals "are signals
that it's difficult to grow organi-
cally and that scale and enhanced

'The economies of

scale and synergies
are still elusive,' says
Barbara Stewart of

Stewart Economics.

distribution are necessary to com-
pete in today's property/casualty
marketplace," said Mr. Zucker-
berg of Keefe, Bruyette, Woods.

However, Ms. Stewart said

merger and acquisition activity
often has failed to deliver on its

promises.
"The economies of scale and

synergies are still elusive," she
said. "But the inability to grow
organically is forcing companies
to continue to consider acquisi-
tions."

They don't know how else to
grow," Ms. Stewart said, "and
perhaps at some point that will
reduce the competition. But we
haven't gotten there yet. " Ell

Major property/casualty insurers' year-end 1998 results
Ranked by change in net income. All amounts in thousands of dollars.

Corporate Property/casualty operations

Net

Income

1998

1 General Re Corp. $2,316,600

2 Hartford Steam Boiler 134,400

3 Argonaut Insurance Co. 82,866

4 Reliance Ins. Co. and subs. 326,449

5 CIGNA Corp. 1,292,000

6 Fremont General Corp. 113,897

7 American International Group Inc. 3,765,591

8 Travelers P/C Corp. 1,342,800

9 Old Republic Int'I 323,744

10 Sentry Insurance Cos.2 117,000

11 Royal & SunAlliance USA2 249,667

12 Chubb Corp. 707,000

13 Berkshire Hathaway Group 854,000

14 SAFECO Corp. 351,900

15 The Hartford Financial Services Group 1,015,000

16 Ohio Casualty Corp. 84,927

17 CNA Financial Corp. 282,000

18 The St. Paul Cos. Inc. 89,348

--Kemper Insurance Cos. N/A

--Nationwide Mutual Ins. Co.2 N/A

--Liberty Mutual Ins. Co.2 N/A

Cumulative 13,449,189

1 After dividends 2 Statutory

Source: 8/ survey

139.4

102.7

44.4

42.3

19.0

16.5

13.0

8.6

8.6

2.6

(2.9)

(8.1)

(10.4)

(18.2)

(23.8)

(38.9)

(70.8)

(91.0)

N/A

N/A

N/A

0.9

Percent

increase

(decline)
1997-1998

Consolidated

revenues

1998

$7,771,800

579,200

219,378

3,369,120

21,437,000

722,955

33,296,351

10,451,100

2,171,771

1,380,463

1,944,111

6,207,900

6,267,000

6,602,300

15,022,000

145,259

17,070,000

9,108,401

3,523,313

N/A

N/A

148,596,422

Combined' Combined'

ratio ratio

1998 1997

102.6

89.4

118.3

102.1

107.1

96.2

96.4

102.2

2

99.6

105.5

106.0

99.8

95.0

102.6

103.7

107.2 2

115.2

116.5 2

2

106.6

108.8

114.0

105.1

100.6

91.7

117.6

100.9

100.0

93.0

96.2

102.3

98.52

106.4

104.0

96.9

90.3

98.7

103.6

105.32

109.0

104.22

103.92

104.8

111.1

102.0

Net Percent Pretax

premiums increase underwriting
written (decrease) income (loss)

1998 1997-1998 1998

Percent Pretax

increase investment

(decline) income

1997-1998 1998

$4,778,600 (10.3) $(127,200) (300.0) $1,183,100

346,600 (30.5) 41,200 3.5 64,200

113,237 (8.3) (22,447) 4.3 70,393

2,438,310 18.0 (52,108) (64.3) 294,743

2,994,000 (25) (210,000) (2,200.0) 333,000

571,676 (8.0) 21,195 (49.6) 171,490

14,586,110 8.8 530,738 8.3 2,191,817

81,036,00 3.5 (260,700) 24.1 2,097,700

2

8,920,642 (1.7) (16,623) (245.0) 191,873
2 2

934,046 (12.2) (51,633) (23.9) 205,425

1,524,197 6.2 (95,197) (111.8) 348,125

5,503,500 1.0 (24,000) (120.5) 808,700

5,476,000 12.9 265,000 (42.5) 967,000

4,256,600 50.5 (109,400) (402.2) 480,200

7,454,000 4.1 (259,000) (10.2) 955,000

1,437,279 19.0 (74,051) (49.2) 164,812

10,680,000 3.9 (1,740,000) (67.3) 1,670,000

6,693,168 (3.4) (1,041,128) (347.3) 1,306,828

2,765,383 2 (9.7) (165,277)2 (5.8) 348,302

8,404,781 2.5 (840,603) (95.4) 893,590

6,516,902 10.1 (871,376) (25.7) 1,131,997

96,470,053 2.4 (5,102,610) (132.2) 15,878,295

Percent

increase

(decrease)
1997-1998

Percent

Policyholders increase

surplus (decrease)
1998 1997-1998

- $5,626,600

74.5 612,600

(12.3) 657,445

11.6 1,747,425

(6.7) 1,690,000

32.9 646,828

18.3 N/A

2.4 7,079,100

(3.0) 1,462,938
2

0.8 1,634,185

0.7 2,959,182

4.6 3,769,800

10.8 39,600,000

46.9 3,002,400

2.5 8,516,000

(4.4) 1,024,658

(3.5) 7,620,000

(1.3) 4,713,724

2 (3.9) 2,574,544

(58.3) 10,555,678

6.2 7,023,295

(3.2) 112,516,402

(10.8) ,

11.2

16.4 )

34.2

(6.6) 1

18.0

N/A L

14.4

3.1 j

8.1

7.4

9.4

6.5

(5.0)

11.2

(4.7)

7.0

(1.7)

8.4

13.3

1.2

7.0
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Commentary Valdez safety development Any new tanker al diferent electronic sources
built after the enactment of OPA '90 • Weather computing software for

Disadvantages was required to have double-hulled seven-day forecastmg
Contmued from page 1 construction, which lessens the • "Bndge team management," an
utive officer of Weehawken, NJ- chances of a spill due to a hull breach improved approach to communica-
based Marme Transport Corp, which Older vessels with single hulls, most tion among the captain, helmsman

of flying coach owns oroperates 35 011-carrying ves- of which were bwlt durmgthe 1970s, watch officer and, once in port, the 10-
sels, most of which are tankens are bemg retired Under OPA'90, ves- cal pilot The strategy, which empha-

Over the past several years, the in- sels 36 years or older with smgle hulls slzes teamwork and avoidance of dan-
dustry's focus on safer operating pro- must be retired or retrofitted, or, if gerous misunderstandings, is com-Is it Just me, or is alrlme customer service losmg altitude as cedures has proved to be a lastmg double-hulled, must be retired upon monly taught in semrnars

quickly as a rudderless 737? legacy of the Valdez accident, Mr du- reachrng 41 years of age, Capt Van • Structured and systematic nsk
Nearly every element of the air travel experience has become Moulln said Haverbekesaid assessments of the hazards involved in

mcreasmgly unpleasant or a joke airport services, ticket pnces, "Safety, all of a sudden, is alive It's OPA '90 also provided for mini- new projects
overbookmgs, airline meals, baggage handlmg, seat sizes, stor- Instantaneous, and 11's an mgramed mum standards of hull plate thickness New technology specifically in use
age space, labor stnkes, and so an. Airhne quality is not Just bad, practice," he said, referr,ng to the and required the penodic gauging of in Prmce Wilham Sound also mcludes

new, widespread use of more-modern plate thickness for older smgle-hull the Automated Dependent Survell-I thlnk it's growing wonse
communications and ship tracking vessels All smgle-hulled ships w,11 be lance System, which rehes upon on-

Whenever I enter Chicago's O'Hare International Airport, I technologies "You could compare it retired by the year 2015 board radio transponders to provide
briefly consider checlang my bag-for about as long as it takes to what's happened in the chemical The change appears to be paying the Coast Guard with ships' posittons
my eyehd to blmk once-and decide against it Industry since what happened to off In the past few years, there have The system gives Coast Guard person-

FIrst off, lmes at the ticket counter are too long By this, I mean Bhopal " been about 15 tanker accidents lin- nel a chart 14 times the size of previ-
Shipping practices generally evolve volving double-hulled vessels, nme of ous radar screens, said Capt Vanthe ratio of passengers to ticket agents on most days is about

slowly over time, but "the Valdez was which involved tankers that had OPA Haverbeke, who said he expects other500-to-1, and those ticket agents don't look too happy about it
dramatic and accelerated the rate of '90-mandated double hulls, Capt Van ports to adopt the technologyBesides, navigattng a maze for three hours would more than de- change very quickly," he said Haverbeke said None of the accidents Although pubhshed reports this

feat the purpose of amvmg an hour before my flight The unanimous passage of the 011 led to an oil spill month referred to a possible problem
The next hurdle is the secunty checkpomt I can always count Pollution Act of 1990 m Congress was "The bottom line is, we're well into of tankers exceedmg speed limits in

on spendmg at least 15 mmutes wallang back and forth, hsten- a direct result of the Exxon disaster the retirement phase for these (smgle- Prince Wilham Sound, a Coast Guard
ing to the machine beep, while being quizzed by secunty per- and spurred many reforms On the hulled) vessels," the captain said officer in charge of trafflc there de-

sonnel Keys m your pocket? Change? Wallet? Cell phone? operational side, the law mandated med that a problem easts
better training, minimum periods of "We're confident there's not a

Pager? Gum? Thermonuclear device? No No No andno. Ihave rest for watchpersonnel, better vessel 'The days of the drunken tanker speeding problem m Prince
none of those thmgs m my pockets because I always stuff every- surveys and minimum under-keel Wilham Sound," snd Lt Cmdr Steve
thmg but the clothes I am weanng into my bag to avoid tngger- clearance requirements sailor are no longer the Hudson, executive officer of the Ma-

ing the scanner. It never works, so next I as- One provision of OPA '90 was that modus operandi of the rme Safely Office at Valdez "We con-

surne the position and am scanned with a vessel owners or operators had to car- . tmually momtor the tanker transit

handheld device I noted with mterest last ry insurance to cover hability for IndUStry,' SayS Capt. Mark fromits beglnning-from themoment
week that the device chnped m the vicinity cleaning up 011 spuls before operattng Van Haverbeke. they leave the berth-to about 60

1/ I

4 . m US waters, with specific dollar rmles outside We have three guys
of my shms Apparently I have metallic limits depending on the size of the on watch 24 hours a day "
sock 1mt. Invisible metalhc sock 1mt vessel In a statement markmg the 10-year

By the time I reach the gate, the airhne This requirement was "a very im- Capt Van Haverbeke said there is anniversary of the Valdez Spill, Exxon
usually is announcmg that the flight is Portant aspect, as far as changing the "some validity, absolutely," to the m- outlined six broad measures it has
overbooked and they want volunteers to behavior and mind-set of the mdus- dustry's assertion that 011 transport is taken to reduce the nsk of future dis-

try," said Robert L Greco, general much safer now than m the days of asters modified tanker routes, druEglve up seats m exchange for a $200 travel
manager of marme transportation for the Valdez, and he descnbed the pre- and alcohol testmg for safety-senm-

voucher These days, that'11 pay for half of the American Petroleum Institute in sent industry attitude as a "general tive positions, restriction of safety-
a roundtnp from Chicago to Gary, Ind. Be- Washington To pay the cost of a big safety culture " sensitive positions to employees with
sides, why should I suffer because their spill that exceeds Insurance coverage, Largely as a result of pressure from no history of substance abuse, mor€

computers are unable to perform simple math? OPA'90 created a $1 bilhon Oil Spill the United States, double hulls also extensive checks of Exxon vehicles
I ignore the offer and lom the line. Or should I say throng? If Liability TS-ust Fund, funded by an m- were made mandatory international- and facilities, better tralnlng pro-

dustry tax ly through a 1992 amendment to the grams for vessel captarns and pilotsthere are any small children or people requinng asmstance, they
OPA'90 created about 40 new rules International Convention for the Pre- and new technology for vessel naviga-are now bemg trampled by a mob of travelers with premium related to 011 tanker safety It estab- vention of Pollution from Ships, com- bon and 011 contamment

frequent-flyer cards who also are invited to board early. hshed stlffer cnrmnal and civIl penal- monly known as MARPOL The con- Coast Guard statistics indicate that

Once on board, I cram my belongmgs under my feet and settle ties for polluters, and it required vention was mtroduced by the Inter- both the number and severity of 011
m for the show. watchmg the people who seem determined to tankers to develop response plans m national Maritime Organization, the splils m US waters have dechned
bnng thmgs on board that would barely fit m the hold of a C- case of spllls London-based shipping unit of the substantially m the years smc€

130 transport plane Just because somethlng has a handle and OPA '90 also gave the U S Coast United Nations Valdez According to the Coast
Guard the authonty to check national The 1992 amendment required Guard, since enactment of OPA '90wheels, I want to shout, doesn't mean you can drag it anywheret dnver's hcense records and cnminal newly built tankers of 5,000 dead- the average annual number of spills

The fight attendants bhthely watch this freight go past them records before grantmg orrenewlng a weight tons or more to be fitted with over 10,000 gallons has dropped by
at the door to the plane, but do nothing to stop it untll grldlock merchant manne hcense double hulls or with an alternabve de- about half from previous levels The
threatens to delay their "on time" departure According to the American sign approved by the IMO All other gallons spilled per milhon gallons oi

Then thmgs get ugly On a recent tnp, cranky flight attendants Petroleum Institute, the 011 industry tankers have to be converted to dou- 011 shipped also has been reduced by
began snatchmg passengers' coats out of the overhead bms to has spent almost $17 bilhon to comply ble bottoms, or scrapped, by the time half, from an annual average of 10

make room for luggage that should have been checked and with the requirements of OPA '90 they are 25 years old gallons spilled per milhon shipped for
smce the law's enactment Gerhard Kurz, president of Mobil the years 1987 to 1990 to 5 gallons

threatened to leave these garments behmd if people didn't stow In the time since the Valdez Shipping & Transportation of Fair- spilled per milhon shipped from 1991
them on their laps grounding, some ports have Intro- fax, Va, said he thmks "tremendous to 1997 Moreover, there have been no

A guy seated behind the bulkhead dividing first class and duced requirements that Include tug- progress" has been made in the safety spllls of more than 1 million gallons in
coach reclaimed his coat, invitmg further scrutiny from the boat escort for supertankers, better of 011 shipping in recent years, and the past nine years

markmgs for shipping lanes, dredgmg that safety today is a prominent con- In addition, the International Con-flight attendant who noticed that beneath the coat now on his
lap was a small briefcase. This is an aviation no-no nvaled only of channels, state-of-the-art traffic cern "from the top down" m shipplng vention for the Safety of Life at Sea

control systems and safer docks, Mr companies (SOLAS) added new requirements m
by opernng one of the plane's doors at 35,000 feet. duMouhn said "I think safety has sunk into the 1994 thattookeffect July 1,1998 The

With all overhead compartments overflowmg and no seat m "The tanker mdustry has dramati- psyche of people m our mdustry It's rules set standards for the implemen-
front of him to store it under, he complained there was nowhere callycleaned itself up," he said, notmg really a state of mind," he said Mo- tation of 011 transportation compa-
else for hirn to put it. that regulatory pressures now focus bil's 29 tankers mclude three with nies' safety and pollution avoidance

"Well that's just one of the many disadvantages of flymg more on smaller 011-carrying ships, double hulls, and flve more double- programs The convention, to which
because supertankers have caused so hulled ships are slated to be built in the United States is a signatory, re-coacht" the fhght attendant snapped
few problems in recent years the next few years for Mobil, he said quires each company to develop aEven among ]aded air travelers, this cruelty, bordenng on evil, Tests for drug use aboard ships, Navigational equipment that m- complete safety management system

was a new low and drew gasps at least hve rows deep which were done before the Valdez cludes anti-collision systems, radar, and a contmgency program to reduce
Eventually allluggage was stowed or hidden to the satisfac- accident, now are even more common and satelhte-aided global positionmg the risk of 011 spills, and to prepare foI

ton of the air wardens and we could begm the process of get- "The days of the drunken sallorare systems have helped provide tankers cleanups should spills occur
ting m lme for takeoff. If a plane is airborne within an hour of no longer the modus operandi of the with technological tools "as sophisti- The rlsk of spills in Prince Wilham

mdustry," said Capt Mark Van cated as anplanes " Mr Kurz said Sound also has been reduced becauseits scheduled departure, I consider that early.
Haverbeke, chief of the Coast Guard "We can pinpoint the position of OPA '90 set up a regional advisoryThe next msult comes as the beverage carts move down the
office of design and engmeenng stan- our vessels within a couple hundred council that keeps close tabs on po-

aisles, bumpmg knees and elbows as they go. I request what dards in Washington He pomted to feet anywhere on any ocean m the tential sources of pollution, said John
amounts to four giant ice cubes and two teaspoons of cola ("A "part of a cultural change that's going world," he said Harrald, a professor at George Wash-
Coke, please ") and am lucky enough to also recelve four minia- on m the Industry" that no longer tol- Vanous other Improvements m mgton Umversity m Washington and
ture pretzels erates alcohol on board tankers technology and operations have led to an expert on disaster management

The rest of a fight j typically uneventful Oh, sure, sometimes The captain of the Valdez, Joseph safer transit of tankers, accordmg to But, he said, a major spill could recur

we circle our destinatlon a hundred times before landmg, but at Hazelwood, adrmtted to having sever- Ray Botto, external affairs specialist "The fact that rare events have not

al dnnks before the accident andleav- for Houston-based SeaRiver Mar- happened doesn't mean they can't
least I have amved at pomt B. mg the bndge to a less-experienced itime Inc, a wholly owned affiliate of happen," he said "The problem is stll

IE I'rn lucky, Ill have at least a few days before I have to repeat seaman, who was in charge when the Exxon Corp SeaRiver operates nme not zero, the problem is to get (the
the dreaded process to return to pomt A tanker ran aground tankers and 80 other marme vessels nsk) as small as posmble "

The 011 transport Industry also Mr Botto said mnovabons mclude

Edztor Paul D Wmston's commentanj appeam fortnightly. points to the gradual mtroduction of • Electronic chart displays that m- Edw:n Unsworth contnbuted to

double-hull tankers as a significant tegrate navigational data from sever- thts mport
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UpdatesDespite Valdez, marine rates drop
Pension reform bill introduced

Responses to disaster may have reduced risks Contenued from page 2
The bill also would set a lower Pension Benefit Guaranty Corp

By EDWIN UNSWORTH munities and native corporations and reinsuiance industries, that premium rate for small employers setting up new pension plans and
in the region surrounding the spill provided coverage for potential eliminate the user fee the Internal Revenue Service charges an em-

LONDON-Even though the Exxon currently is appealing a pollution from oil spills, he said ployer with a new plan to determine if the plan meets government
mai me insurance industry was $5 billion punitive ]udgment that But Steven Redmond, under- rules

hai d hit by losses from the 1989 would be divided evenly among writing director for Eagle Star A wide range of employer groups last week immediately endorsed
Exxon Valdez accident, the effects 14,000 fishermen, natives, Reinsurance Co Ltd of London the measure

were temporary, and intense com- landowners, business owners and and a formeI chairman of the In-
petitive pressures have kept insur- native corporations stitute of London Underwriters, Lloyd's takes over two brokers
ance rates down in recent years The Valdez experience may have said he wonders if any lessons tru-

The oil disastei and subsequent created better risks among tankei ly have been leained by oil carners LONDON-Regulators at Lloyd's of London have taken charge
passage in the United States of the owners, said Tim Mathieson, chief m the past 10 years The Valdez in- of the accounts of two small brokers to "protect the interests of in-
Oil PI otection Act of 1990 sent underwriting officer at Zurich eident was "not significant as far surance transaction creditors," according to Lloyd's regulators
some i ates and deductibles up- Global Energy in London as hull underwriters are con- Accountant Kidsons Impey is acting as hquidator of the assets of
ward fo many oil shippeis in the "From an insurer's point of view, eerned," he said, because expenses Paul Group International (Insurance Brokers) Ltd, previously
mid-1990s (BI, Sept 29, 1997) But it probably has improved the risk," were more related to the massive known as T L Dallas (London) Ltd Lloyd's regulators also ap-
insulance industry expeits said the he said "The careful client-the cleanup, covered by protection and pointed Paul Evans and Philip Singer of PricewaterhouseCoopers
implications of the Valdez disaster client nervous of losses-is an mdemnity underwriters and pools, as joint provisional liquidators of Cullis Raggett Ltd
for insurers and reinsurers lie more even-better client " than to a tremendous failure of the Messrs Evans and Singer, who originally were to liqui(late both
in changes in oil ti ansportation Introduction of moe double- ship's hull brokers, last week resigned as the receivers for Paul Group, citing
loss prevention practices than in hulled ships under the OPA 90 (see Mr Redmond also said there are a conflict of interest Jamie Smith of Deloitte & Touche is acting as
pricing story, page 1) was a positive risk- questions about the effectiveness the receiver for Paul Group

The insurance industiy paid reduction move, Mr Mathieson of double-hulled tankers in reduc- Earlier this year, Lloyd's regulators revealed they were demand-
Exxon approximately $1 2 billion said In addition, the OPA 90's re- ing oil pollution Some believe ing monthly financial reports from 50 Lloyd's brokers and quarter-
toward cleanup costs In all, quirement that ships in U S wa- double hulls may not help, or even ly reports from another 10 because of concerns over the solvency of
Exxon figures it spent $2 2 billion ters carly certificates of financial may worsen, incidents of oil those brokers

on the cleanup It paid more than responsibility created new organi- spillage if they are poorly main-
$577 million to individuals, com- zations, backed by the insurance tamed and rust develops unseen Two judgments favor Lloyd's

between the skins, weakening
them in a grounding or collision, LONDON-Lloyd's of London estimates it will receive about £21

Spill severity declines he said million ($34 1 million) from recalcitrant members following two
"The spaces are not enormous ludgments from the House of Lords late last week

Gallons of oil discharged into U S waters 2 between the skins, and they defi- In Napzer vs RF Kershaw & On, the House of Lords-the high-
from marmme sources per million gallons shipped nitely take more maintenance than est court in England and Wales-upheld a Court of Appeal verdict

50 a single skin," he said that damages awarded to members in cases against negligent un-
--

-I-- One lasting effect oi the Valdez derwriters are payable to members' premium trust funds Napier,

Rate excluding spills incident was that oil companies the Lloyd's name in the case, wanted the awards paid to names orM40 uve, 1-million gallons- saw how a badly handled oil spill third parties rather than directly to the premium trust funds All
could have a negative impact on names have premium trust funds, which are part of the system

M Rate Including spills , their reputations It made them backing their underwriting
30 El over 1 million gallons-- much more aware of the need for At the same time, a House of Lords decision in The Society of

I having in place a good disaster re- Ltold's us Woodard & Another last week ruled that changes
I covery plan, Mr Mathieson said Lloyd's made to members' premium trust deeds which cover the

20
, "Itt stressed to the 011 industry premium trust funds, are valid Lloyd's amended the deeds in 1995

that, yes, they could get insurance so that members' litigation recoveries would be channeled into the
' for hull, cargo and third-party lia- funds and used to offset members' market losses

bility, but even with good insur- This means that any outstanding debts owed to Lloyd's by the
1 ance, they still ran a significant members now can be seized from the premium trust funds Only

reputation risk that could be dam- members who did not sign on to the reconstruction and renewal
'87 :: aging and cause substantial finan- plan, implemented in 1996, are affected by the ruling Lloyd's will

cial impact," he said now have access to what it estimates is £21 million, which it will

1 put toward paying off the syndicated loan used to finance the R&R
Source U S Coast Guard Robert Kazet contributed to this plan

GRAPHIr AY AnAAA nnI report

P&1 club in liquidation
PBGC cy has absorbed through taking tons LONDON-Protection and indemnity club Ocean Marine Mutu-

over failed pension plans have "Everything has been Just light al Insurance Assn Ltd has been put into provisional liquidation
sharply declined From 1995 The economy now is in its ninth Midland Bank PLC, the mutual's largest creditor, has applied

Continued from page 1 through 1998, the PBGC incurred year of expansion and is setting all to a court in the Turks and Calcos Islands, where Ocean Marine is
Still, with the agency on a sound termination losses of $1 36 billion, kinds of records Interest rates are based, for the liquidation order A spokeswoman for the bank said

financial footing, PBGC officials down sharply from teimination low, and the federal government has the application is supported by the club's directors, who had
have had more time to develop and losses of $2 44 billion from 1991 a budget surplus," Mr Strauss said signed an affidavit favoring the liquidation She declined to give
bulld support for long-term propos- through 1994 But it is not reasonable to expect any details of the amount owed to the bank
als to revitalize the nation's defined As termination losses in general that the economy's smooth sailing Ernst & Young in London has been appointed the provisional
benefit plans (see story, next page) have declined, so have individual wlll contmue indefinitely 'We have liquidator

The swelling PBGC surplus con- "blockbuster" losses-those exceed- to be prepared for a downturn," Mr Ocean Marine suspended underwriting last December after ac-
trasts sharply with the perilous fi- ing $100 million, which account for Strauss said knowledging that it had failed to find a partner willing to help it
nancial condition the agency was in more than half of the PBGC's losses When the economy worsens, the get back on its feet financially Apart from being affected by the
only a few years ago During the Between 1985 and 1994, the PBGC impact on the PBGC's financial weak marine insurance market, the club claims it is owed money
early 1990s, the PBGC's deficit incurred 10 blockbuster claims, the health could be substantial More by FAI General Insurance Ltd of Australia Ocean Marine is suing
neared the $3 billion mark when it largest of which was the failure of companies could fail, while, with FAI for unpaid claims over a three-and-a-half year period to Feb
was hit with a string of multi-hun- Pan Am's three pension plans The declining investment returns, cor- 20, 1996 Originally Ocean Marine had been seeking $60 million
dred-million-dollar losses, employ- PBGC took over two of the Pan Am porate pension plan funding levels from FAI, but it has since amended this to around $22 million for
eis such as Pan American Airways plans in 1991 and a third m 1992, could fall, exposing the PBGC to claims paid plus an undisclosed sum towards outstanding claims
and Eastern Airlines Inc collapsed, resulting in a total loss of $760 mil- greater losses if those plans are ter- Ray Bell, a partner in the law firm of Clyde & Co, which is de-
and the PBGC took over those com- lion minated fending FAI in the action, said the remsurer is disputing the
panies' massively undelunded pen- By contrast, the laigest loss in With an increased likelihood of claims on the basis that "it was not given a full and fair presenta-
sion plans 1998 was $14 million, which result- more terminations of underfunded tion of all the information" when the reinsurance was placed "It

But after hitting ltS low point in ed from the termination of a pen- plans, an economic downturn also will be up to Ernst & Young to decide whether to continue the
1993, the agency's financial position sion plan sponsored by Petrie Retail could erode the PBGC's asset base case against FAI," he added
has improved steadily A surging Inc, a financially troubled retailer as its investment returns dedme Representatives of the club did not return calls from Bus:ness
economy has led to increased in- m Secaucus, N J "A downturn in the economy can Insurance

vestment income-earned on PBGC While acknowledging the agen- have really a double-whammy ef- At the February renewal round of P&I clubs, members of Ocean
insurance premiums paid by em- cy's turnaround, Mr Strauss wants feet" on the PBGC, Mr Strauss said Marine were offered renewal with Liverpool & London Steamship
ployers and on assets m pension to dampen suggestions-expected to Given the agency's exposure to P&I Club Assn Ltd

plans the PBGC has taken over- swell when the agency's annual re- losses, the most prudent course of Ocean Marine was incorporated in 1984 and had built up a
while losses flom terminated plans port is released this week-that it is action now is to mamtain a cushion membership consisting mainly of small to medium-sized shipping
have dwindled From 1995 through time for Congress to roll back PBGC so that the PBGC is prepared for a companies owning bulk carriers and general cargo ships
1998, the PBGC racked up $7 68 bil- premium rates The base rate now is financial downturn and the in-
lion in investment income, includ- $19 per year per participant for ful- creased likelihood of more termina- Briefly noteding $2 12 billion in investment m- ly funded plans, while employers tions of underfunded plans, he said
come last year and $2 69 billion in with the most severely underfunded "We are not building a cushion The Senate Judiciary Committee last week passed the Year 2000
1997 By contrast, from 1991 plans can pay an additional sur- for the sake of having a big cushion Fairness and Responsibility Act, which is sponsored by Sens Orrin
through 1994, investment income charge amounting to several hun- My focus is to be sure we are taking Hatch, R-Utah, and Dianne Feinstein, D-Calif The Occupation-
was Just $263 billion, or barely a dred dollars per participant advantage of this unprecedented al Safety and Health Administration is expected to announce a pro-
third of the most i ecent four-year Mr Strauss noted that the agen- prosperity to build a cushion to pro- posed rule this week clarifymg requirements that employers pay for
period cy's surplus has been achieved un- tect the insurance program in the personal protection equipment for workers

At the same time, losses the agen- der almost-ideal economic condi- bad times," he said
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PBGC seeks to revitalize defined benefits Bi Insurance Index

2,050

Greater incentives needed for companies to offer plans, Strauss says 2,000

By JERRY GEISEL income security These are benefits for life fourth what it was in 1975 1,950

that never can be taken away," Mr Strauss Benefit experts, Mr Strauss noted, saY 1,900
WASHINGTON-A consensus is emerg- said that because the defined benefit system is

ing that employers will need more incentives In searching for ways to revitalize defined voluntary, incentives are needed to encour- 1,850

to offer defined benefit plans if the nat_on's benefit plans, PBGC officials have met dur- age business owners and executives to offer 1,800
employment-based pension system is to be ing the past year with several hundred ben- the plans "They need a personal stake in the
revitalized, the head of the Pension Benefit efit experts, mcluding Individual employers, plans," Mr Strauss said

1,750

Guaranty Corp says benefit lobbying groups and union represen- That message already 15 being heard by 1,700
Benefit experts also agree that allowing tatives, to get their input some members of Congress Several bills

1,650
employers to offer more-flexible pension From those discussions, a consensus have been introduced this session that
plans and cutting government red tape would sharply increase the benefits that 1,600
should be part of a revitalization effort could be funded through defined benefit

lilli
1,550

"There is pretty much of a consensus 'Private-sector defined benefit plans 2/5 2n2 2n 9 2/26 3/5 3112 3119 3/26
among the major stakeholders that, if we are Benefit experts also have told PBGC offi-
serious about revitalizing the defined bene- plans are the most reliable way cials that rules should be relaxed to permit Base=100 on Dec 29,1978

Source Nordby International Inc (nordby com) Boulder, Colo
fit plan system, these three issues have to be to provide retirement income more-flexible benefit plan designs, Mr
addressed," said PBGC Executive Director Strauss said One suggestion is to allow an
David Strauss security,' says David Strauss, employer match in a 401(k) plan to be used PCS catastrophe options

Mr Strauss' comments come about a year PBGC executive director. to provide an additional benefit in a defined
after the PBGC began to reach out to em- benefit plan As ot March 26

ployers, consultants, unions and others to Mr Strauss said there have been meetings
Call Pnce Call Price

get their views on why the number of de-
spread bid/ask spread bid/ask

at the highest level of the Clinton adminis- National Annual 1999 Calitomia Annual 1999

fined benefit plans has declined so sharply emerged that employers need more incen- tration to discuss defined benefit plan revi- 40/60 120/160 60/80 12/23

and what can be done to reverse that de- tives, such as boosting the maximum benefit talization, though no decision has been 60/80 60/120 80/100 1 On 9

80/100 40/80 150C 05/25
cline levels that can be funded and paid through reached It lS possible the administration 1500 50/60

Indeed, defined benefit plans have been in the plans, Mr Strauss said could come out with its own proposal or 200/250 33/40 Western Annual 1999

a freefall for over a decade Employers now "Unless top executives and decision-mak- back a congressional proposal, he said 80/100 0 5/2 2

sponsor about 42,000 defined benefit plans, ers feel they have a personal stake in the Both the administration and congression- Southeastern September 1999

or not quite one-third of the roughly 112,000 plans, the incentive may be lacking to offer" al interest in defined benefit plan revitaliza- 40/60 28/- Midwest June 1999

60/80 21/30 10/20 12/14
plans that were operating in 1985 Last year defined benefit plans, he said tion mark a dramatic change from the

80/100 20/24

alone, employers terminated 2,475 plans Such incentives have been drastically cut 1980s, when the chief interest in retirement
Florida Sept /Dec 1999

Mr Strauss said defined benefit plans are In 1975, the maximum annual benefit that plans was how to get more tax revenue out Eastern September 1999 100/150 2 6/-

such a vital part of the retirement system could be funded for employees retiring at of them 40/60 30/-

that the nation can't afford for them to age 55 was $75,000 Today, following years Today, with the huge baby boom genera- Total volume 0 Total open Interest 10,999
wither away of congressional cuts, the maximum benefit tion getting closer to retirement age, defined

"Private-sector defined benefit plans are lS $61,635 Factoring in inflation, that benefit plan revitalization is an "issue For Information on PCS cat options, call the Chicago Board ol
Trade at 312 435 3674

the most reliable way to provide retirement means the maximum benefit is only one- whose time has come," Mr Strauss said 1

Source Chicago Board ol Trade

OSHA there some relationship between workplace injuries and illnesses, and cost as much as
motions and so-called musculoskeletal dis- $20 billion annually in workers compensa- British Issues
orders?', then I think there would be room tion claims When Rep Johnny Isakson, R-

Contznued from page 2 to debate whether an adequate scientific Ga, asked him what scientific evidence ex- Price P/E Div Yield 52-week

issuing a standard until a congressionally basis exists," said Rep Ballenger ists to justify promulgation of a standard, Companies pence pence % high-low
funded National Academy of Sciences "But that is not the question for a regula- Mr Jeffress replied that about 2,000 er-
study on ergonomics is complete (BI, March tion The question you need to be able to gonomics studies have been conducted Gdn Royal Exch 352 54 101 35 494 227
15) answer before you can regulate is, how since the 1920s Legal & Gen 689 21 4 14 5 26 946 500

Like many other opponents of an er- much of a motion-that's lifting, pushing, Rep Isakson noted that he has received Royal & Sun 556 19 2 23 0 52 825-439

gonomics standard, Rep Ballenger disput- whatever-is hkely to result in a serious in- more mall on ergonomics than any other
ed the notion that enough scientific evi- jury? And as far as I know, you have little, subject since he became a member of Brokers
dence exists linking certain motions with if any, scientific evidence to point to on that Congress, following a special election to fill
serious workplace injuries question " the vacancy left by the resignation of for- Lmbrt Fenchurch 70 56 57 10 3 12158

"The fact is, the proposed standard illus- Mr Jeffress was not moved, telling the mer House Speaker Newt Gingrich earlier
JLT 224 98 120 69 237-150

trates exactly what we have been saying all panel that "ergonomics is the most impor- this year He added that he fears OSHA will Note Pnces are March 26 dosings, other numbers trom March 25

along-there isn't enough science on which tant standard we intend to propose this attempt to "overregulate" ergonomics and
to base a standard," he said year " He said that ergonomics-related dis- then "back off" when its regulations prove

1 Source Nordby Intemationa/ inc (nordby com) Boulder. Colo"If the question for a regulation were, 'Is orders account for 34% of all lost-workday to be more stringent than needed

Bi Industry Stock Report MARCH 22, 1999, THROUGH MARCH 26, 1999

Weekly Year to date Yeartodate Weekly Year to date Yeartodate Weekly Yearto date Year to date

BROKERS Pnce % change %change High Low Vol(000) Price % change 50 change High Low Vol(000) Price % change %change High Low Vol (000)

Aon Corp NYS 64.75 1.61 1550 75.56 48.25 2330 CNA Surety NYS 1263 100 1548 16.75 10.19 124 St Paul Companies NYS 3206 2.29 8.39 45.50 28.06 2140

E W Blanch Holdings Inc NYS 5638 1.58 2075 60.00 3469 285 EMC Insurance Group Inc NDO 11 88 497 686 1588 900 68 SCOR NYS 50.25 4.29 22.69 72.75 50 06 10

Gallagher Arthur J & Co NYS 47.38 1.88 8.29 5063 34.88 121 ESG Re Limited NDO 15.75 455 20.50 27.50 12 75 134 SAFECO Corp NOO 40.75 412 4.12 56.00 36 69 1859

Hilb Rogal & Hamilton NYS 1713 1004 8.05 1988 1538 101 Enhance Financial Services NYS 21 69 170 2831 37.56 1731 388 SCPIE Holdings Inc NYS 27.19 0.00 9.56 38.38 2656 NA

Kaye Group Inc NDO 7.75 6.90 690 8.06 5.13 46 Everest Reinsurance NYS 3063 909 1652 45.25 28.75 1735 Se,bels Bruce Group NDO 2.75 1538 21.43 8.38 275 335

Marsh & McLennan NYS 73.69 3 52 24.63 79.38 43.38 2933 Executive Risk Inc NYS 7181 -0.86 3329 74.94 3550 559 Selective Ins Group NDO 18.19 3.64 10.19 29.25 1669 291

Poe & Brown NYS 29.94 3.62 1431 42.50 29.31 24 EXEL Ltd NYS 5981 3.13 16.42 83.25 56.69 1479 Terra Nova Ins Co Ltd NYS 23.13 137 5.13 35.00 21.25 275

BROKERS AVERAGE 221 6.37 Fremont General Corp NYS 19.19 -0.97 2047 3106 17.56 832 TIG Holdings NYS 1625 0.00 4.84 27.75 11.63 509

Frontier Insurance Group NYS 11.25 4.76 10.00 2569 1088 1459 Tokto Marine & Fire NOO 58.25 6.05 106 62.81 3900 138

INSURERS/REINSURERS Gainsco Inc NYS 5 31 7.59 1584 10.00 481 97 Torchmark Corp NYS 3300 2.40 5.04 4981 30.69 1221

ACE IIci NYS 31.69 420 306 4300 2438 1976 Harleysville Group NDO 1981 -6 21 22.30 28.50 1725 321 Transatlantic Holdings NYS 75.00 0.08 -0.83 9450 73.50 78

Accel International Corp NDQ 2.75 233 833 3.50 2.13 4 Hartford Steam Boiler NYS 36.94 1 01 8.09 5956 34.75 193 Travelers Property Casualty NYS 34.88 3.13 1388 45.75 24.13 784

Acceptance Insurance Cos NYS 1463 449 26.42 25.63 1363 53 HCC Insurance Holdings NYS 1800 2.37 6 27 23.94 1600 552 Trenwick Group Inc NDO 27.50 185 1304 41.75 25.50 126

AEGON N V NYS 89.00 9.70 2701 130.13 59.81 554 ING Groep N V NYS 5325 4.59 1270 76.75 36.06 260 Unico American Corp NDO 10.88 4.82 5.69 16.88 888 29

Aetna L,le & Casualty NYS 80.19 1.23 0.47 91 44 60.19 2163 IPC Holdings Ltd NDO 2000 123 1209 33.25 1900 295 United Fire & Casualty NDO 28.13 217 1549 44.00 27.75 10

AFLAC Inc NYS 5200 2.59 18.18 52.94 25.13 3162 Hartford Financial Services NYS 56.88 226 1 90 60.00 3763 2728 Unltrin NDO 6600 3.65 6.88 75.47 5556 170

Allmenca Financial Corp NYS 5531 149 2.32 7525 3838 701 LaSalle Re Holdings Ud NYS 1600 7.58 22.42 42.94 16.00 74 UNUM Corp NYS 48.25 253 19.50 62.50 4175 2606

Allstate Corp NYS 37.38 2.92 2 92 52.38 34.75 10465 Lincoln National NYS 98.56 148 1893 10000 67.00 1731 Vesta insurance Co NYS 5.19 38.33 9.78 59.00 3 38 1094

AMBAC Indemnity Corp NYS 53.25 207 1116 65.94 4088 1153 MAIC Holdings Inc NYS 2769 -0.45 13.48 33.13 23.25 118 Zenith National Ins NYS 24.31 251 5.14 3050 20.31 76

American Bankers Ins NOO 52.13 0.36 916 65.19 3013 1019 Markel Corp NYS 17975 0.69 428 18700 13200 24 INSURERS/REINSUREAS AVERAGE -0.92 655

Amencan Financial Group NYS 35.69 256 1335 45.75 3050 394 MBIA Insurance Group NYS 5869 467 11.50 80.94 4606 1605

American General NYS 72.38 3.02 7.51 79.00 52.38 1840 Meadowbrook Insur Group NYS 1688 000 3.45 35.00 14 94 101 HEALTH MAINTENANCE ORGANIZATIONS

American Heritage Life Ins NYS 2344 7.18 260 26.69 1863 93 MMI Cos Inc NYS 1531 0.82 8.24 2500 1375 148 Foundation Health Systems Inc NYS 10.75 13.16 2.27 32.63 5.88 2345

American Indemnity/Fin I NDO 1250 1.48 1765 15.38 1025 21 Mutual Risk Mgmt Ltd NYS 39.13 188 3.13 43 25 25.38 323 Humanalnc NYS 1794 465 5.28 32.13 12 25 2224

American International NYS 11656 184 19.70 123.38 6488 11616 NAC Re Corp NYS 5363 5.02 1486 5588 43.69 653 Oxford Health Plans NDO 17.19 351 22.77 20.50 5.81 4580

Anerican Safety Insurance NYS 7.81 3.85 17.76 15 06 6.75 141 Navigators Group NDO 14.25 270 6.56 1950 1325 57 Pacificare Health Sys NOO 6181 188 1355 8888 5375 93

Argonaut Group NDO 25.00 417 417 3700 21.25 137 NYMagic Inc NYS 14.13 4.24 32.34 34.25 1388 44 Safeguard Health Enter NDO 2.44 1333 31.58 938 234 691

AXA UAP Group NYS 65.44 5 25 -8.56 80.25 3825 247 Ohio Casualty Corp NDO 40.00 078 2.74 51.75 3375 481 Sierra Health Services NYS 1250 4.76 40.12 2763 1200 272

Baldwin & Lyons Inc NDO 2088 000 1070 26.00 1850 30 Old Republic Int I NYS 1856 1.66 1341 32.25 1794 1199 United HealthGroup NYS 52.38 233 1753 73.94 2956 2215

Berkley W R Corp NDO 24.00 4.95 2889 49.88 2388 2573 Orion Capital Corp NYS 2963 7.78 24.40 59.25 28.00 418 Wellpoint Health Networks NYS 76 56 385 1084 8788 50.50 1560

Berkshire Hathaway Inc NYS 73500 00 553 7.61 84000.00 57000.00 1 Partner Re Lid NYS 40.31 4.02 10 79 52.50 33.63 534 HMOS AVERAGE 2.64 792

Capital RE Corporation NYS 1656 -038 1534 38.69 11.94 515 Penn America Group Inc NYS 11.44 223 23.65 22.00 813 22 ALL COMPANIES AVERAGE -0.45 2.70

Capitol Transamer,ca Corp NAS 1500 084 15.19 22.75 1450 19 PMA Capital Corporation NDO 1994 0.95 192 23.75 1663 89

CIntrA Group Inc NYS 10.00 390 6.67 1481 7.94 60 Philadelphia Cons Holding NDQ 2100 3 45 118 2450 1863 144

Chartwell Re NYS 1850 7.50 20 43 34.56 1850 64 PXRE Corp NYS 1938 1.27 2327 32.88 19.00 76

Chubb Corp NYS 5969 215 8.08 8881 54.00 3600 Reliance Group Holdings NYS 8.44 714 34.78 1981 7.75 2016

CIGNA Corp NYS 8563 4.26 10.13 8644 57.19 3760 RellaStar Financial Corp NYS 44.31 0 42 -0.98 52.44 2900 1512

Cincinnati Financial Corp NYS 37 25 1.97 438 4531 3050 1357 RenaissanceRe Holdings Ltd NYS 35.13 0.36 2 77 50.75 31.50 52

Citigroup NYS 6338 117 25.34 73.50 28 50 35793 Risk Capital Holdings NDO 1538 1284 27.22 25.50 1200 182

CNA Financial Corp NYS 38.13 1 67 3.02 5325 33.00 660 RLI Corp NYS 30.00 000 1011 45.63 28.00 126

Top advanc,ng issues Vesta Insurance Co, Foundation Health Systems Inc., Risk Capital Holdings Leading decliners Seibels Bruce Group, Safeguard Health Enter, AEGON N V Most active issue Ciligroup The 8/Index fell 31%, the Dow Jones 30
Industrials decreased 0 8%; the S&P 500 declined 1 3% and the NYSE Composite tell 1 4% Average P/E Brokers, 17 9, Insurers/reinsurers, 22 9, HMOs, 17 3

Source Nordby intemational /ne (nordby com), Boulder, CO
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