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Insurers arms of state,
appellate court rules

By ROBERTO CENICEROS

PHILADELPHIA-A federal court

ruling that insurers are arms of the
state could expose insurers and self-
insured employers to lawsuits alleging
civil rights violations, several lawyers
say.

The ruling is part of a declaration in
the 3rd U.S. Circuit Court of Appeals
opinion that terminating workers
comp medical benefits during a state-
enacted utilization review process is
unconstitutional.

The March 13 decision in Sullivan

us. Barnett specifically addressed in-
surers that provide workers compen-
sation coverage. A self-insured em-
ployer, the School District of
Philadelphia, was a defendant in the
case, but neither a lower court nor the
3rd Circuit ruled regarding self-insur-
ers.

However, under the appeals court's
decision, self-insurers and insurers
providing other types of coverage will
be hard-pressed to argue that they fall
outside of the ruling's scope, attorneys
for both the plaintifEs and the defen-
dants said.

Court hears
/harassment

liability case
By MARK A. HOFMANN

WASHINGTON-The Supreme Court could clarify
by early this summer the extent of an employer's lia-
bility for sexual harassment by lower-level supervi-
sors when the victim did not pursue her complaint up
the chain of command.

The U.S. Department of Justice already has
weighed in, with Assistant Solicitor General Irving
Gornstein arguing before the high court last week in

Beth Ann Faragher us. the

City Of Boca Raton, Fla. that
the employer in this case
could be held liable for at
least three reasons. But

where the justices will come
I * I

' down was far from clear by
- · the questions they asked

during oral arguments.
The case is one of several

before the high court in-
volving liability for sexual
harassment under Title VII

of the Civil Rights Act of
AP PHOTO 1964. For example, only a

Ms. Faragher few weeks ago the high
court ruled in Joseph Oncale us. Sundowner offshore
Services Inc. that the act covers same-sex sexual ha-

rassment under certain conditions, an issue on which
lower courts had split (BI, March 9). Employer groups
viewed that decision as both expected and as unlike-
ly to have much impact on liability.

The issue in Faragher, however, is broader: Under
what circumstances can an employer be held liable

See Faragher on page30
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The lawsuit was brought by 10 em-
ployees supported by labor organiza-
tions. They are seeking class-action
status for workers who have had their

medical benefits terminated allegedly
without adequate notification as a re-
sult of the utilization review process.

Utilization review was a key compo-
nent of 1993 reforms to Pennsylvania's
Workmen's Compensation Act. The
plaintiffs claim that 1993 reform
amendments to the state's Workers

Compensation Act violate their consti-
tutional right to due process under the

See Ruling on page 27

Updates
Kaiser deal with nurses creates

quality-monitoring positions
OAKLAND, Calif.-An agreement reached

last week by Kaiser Permanente in Northern
California with its nurses union calls for staff

nurses to fill 18 part-time "quality liaison"
positions.

A union-Kaiser committee will set up the
procedure that the nurses will follow to re-
port quality concerns. The liaisons will be
nurses who spend 20 hours a week on the
quality effort and devote the remaining time
to their regular nursing duties.

Other provisions of the proposed contract
See Updates on next page

The 3rd Circuit ruling:
Workers compensation insurers are arms
of the state when they suspend payment
of medical benefits pending the outcome

m of utilization review.

· Under a 1993 workers compensation reform act, denial of
payment for medical benefits pursuant to utilization
review violates an employee's 14th Amendment right to
due process.

· Due process requires timely
notification prior to the
deprivation of medical benefits
a written explanation of the
reasons for the termination,

an opportunity to respond and
information on the

procedures availabld to
protest the termination.

Report: AIG planning its own
credit insurance operation
By DOUGLAS McLEOD

NEW YORK-American Interna-

tional Group Inc. is reportedly plan-
ning to start a new credit insurance
operation after losing an acrimonious
bidding war for American Bankers In-
surance Group.

AIG Chairman Maurice R. Green-

berg said last week that AIG intends
to be in the credit insurance business

and could build a competitor equal to
American Bankers within five years,
the Bloomberg News Service reported.

An AIG spokesman declined to com-
ment further on the company's plans.

Meanwhile, winning bidder Cendant
Corp. last week extended its $67-a-
share cash tender offer for 51% of

American Bankers stock by one week
:o April 6. The offer originally was set

to expire last Friday.
Under the terms of its $3.1 billion

deal for American Bankers, Cendant
will buy 51% of the insurer's shares
for cash and then will acquire the bal-
ance of the shares for Cendant stock.

Cendant last Monday announced a
definitive agreement to buy American
Bankers after AIG waived restrictions

in its own earlier merger agreement
blocking American Bankers from ne-
gotiating with potential rivals (BI,
March 23).

For agreeing to step out of Cen-
dant's way, AIG will receive a $100
million termination fee plus $10 mil-
lion to cover merger-related costs.

The deal ends a nasty two-month
feud that saw the two rivals slinging
mud at each other in courts and regu-
latory filings.

AIG thought it had sewn up a deal
for American Bankers last December

when it announced it would pay $2.2
billion, or $47 a share, to acquire the
insurer.

American Bankers-the largest U.S.
writer of credit and extended warran-

ty coverages, with $577.7 million in
1996 net premiums-generally was
viewed as a good fit for AIG. The deal
would have expanded AIG's presence
in a profitable market niche while giv-
ing it access to American Bankers' dis-
tribution system of banks, financial
institutions and retail outlets.

By the end of January, though, Cen-
dant, a travel and real estate services
conglomerate, seemingly appeared
from nowhere with an unsolicited ten-

der offer of $58 a share, or $2.7 billion.
See AIG on page 29

ACE to expand cat book
Bid for CAT Ltd. would give ACE greater U.S. presence

By GAVIN SOUTER

HAMILTON, Bermuda-ACE

Ltd. would significantly expand its
property catastrophe reinsurance
business into new areas with its an-

nounced purchase of CAT Ltd. for
$711 million.

The deal will bring enhanced
technological systems to ACE and a
book of business that will comple-
ment rather than duplicate its exist-
ing property catastrophe unit, Tem-
pest Reinsurance Co. Ltd., said Bri-
an Duperreault, chairman, pres.-
dent and chief executive officer of
ACE.

"Tempest Re has established its
underwriting expertise in the more-
traditional property cat product
lines. CAT is an acknowledged lead-

er in the application of proprietary
modeling techniques to the non-tra-
ditional lines of business," Mr.
Duperreault said in a statement.

19
LIMITED

Also, regional accounts in the
United States make up a large pro-
portion of CAT Ltd.'s business,
whereas Tempest concentrates on
national accoue #-™.fir-
business«

T

earlier this month could stem the

rate decreases for property catastro-
phe reinsurance, but the consolida-
tion trend will have to continue for

rates to increase, said Willis T. King
Jr., vice chairman of Guy Carpenter
& Co. in New York.

"The two deals will lead to some

reduction in capacity, and when you
combine that with the fa» «

rates on line for propsrt.
phe business are so.1 -
very attractive»'
there we- -

at tl-
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Updates
Kaiser, nurses strike deal
Continued from previous page
with its 7,500-member union include pay hikes totaling 12% through the
year 2002 and cost-sharing for futum retimes' health coverage.

The contract, which the California Nurses Assn. union has endorsed,
will be voted on by the nurses over the next three to four weeks, a Kaiser
spokeswoman said. Kaiser has 2.7 million members in Northern Califor-
nia.

The spokeswoman said she does not know if the contract willlead to
higher premiums. "What we wanted to do is be sure we could offer the
nurses a fair contract and at the same time remain economically viable in
the health care field," said the spokeswoman, who added that Kaiser
thinks the proposed contract accomplishes this.

The agreement follows a period of contentious labor relations between
Kaiser and the union, including several one- and two-day strikes.

Bermuda eases regulations
HAMILTON, Bermuda-The Bermuda government has amended its

insurance regulations to enable investment in insurance derivatives with-
out investors registering as insurers.

The new regulations, which took effect last week, were made to attract
insurance derivative business to Bermuda, said Kymn Astwood, registrar
of companies in Bermuda.

"We are hoping to position Bermuda to be the leading market for the
convergence of insurance and capital markets," he said.

Previously, Bermuda likely lost several insurance securitization deals
to other domiciles as it was not clear whether investors in the vehicles had

to register as insurers in Bermuda to participate in the transactions, Mr.
Astwood said.

The Insurance Amendment Act 1998 provides for securitization con-
tracts to be classified as"designated investment contracts," and the in-
vestors in the contracts will not be deemed to be carrying on insurance
business.

The change in the law should not lead to regulatory problems, Mr. Ast-
wood said."The investors put up 100% of the limits, so it's relatively easy
from a regulatory point of view," he said.

Insurer under investigation
COLUMBUS, Ohio-Federal authorities are investigating the troubled

P-I-E Mutual Inszirance Co., which a state court judge ordered liquidated
last week.

The Federal Bureau of Investigation recently searched the insurer's op-
erations in Cleveland, an FBI spokesman said. He declined to elaborate.

Meanwhile, Ohio Insurance Department regulators have begun to mar-
shal the assets of the medical malpractice liability insurer after a Franklin
County Common Pleas Court judge in Columbus, Ohio, approved liqui-
dating it, an insurance department spokeswoman said. The insurer has
an estimated negative surplus of $275 million, she said,

Ohio regulators also are suing to try to recover $11.5 million in extra
payments allegedly given to the insurer's three former executives without
proper approval, the spokeswoman said. The former executives are: Lar-
ry E. Rogers, the insurer's former president and chief executive officer;
James M. Marietta, the executive vp, treasurer and chief financial officer;
and Wanen L. Udisky, the senior vp and senior counsel.

However, the money was properly authorized under the board's by-
laws, according to Mr. Marietta's attorney, Anthony J. O'Malley of Vorys,
Sater, Seymour & Pease L.L.P. in Cleveland.

Tobacco bill markup delayed
WASHINGTON-The Senate Commerce Committee has postponed a

March 31 markup of legislation to implement the proposed $368.5 bil-
lion settlement between the tobacco industry and 40 state attorneys gen-
eral.

A draft Commerce Committee bill would make the cigarette makers
pay more than the initial proposal. But the tobacco industry already has
protested to the White House a proposed $1.50 per pack price increase
on cigarettes, claiming the higher prices and subsequent decline in
cigarette sales could bankrupt some companies.

The tobacco industry and the attorneys general reached tentative
agreement on a pact last year under which, in return for limits on class-
action suits and punitive damages, tobacco companies would pay $368.5
billion over 25 years to compensate states for tobacco-related Medicaid
costs (BI, June 23, 1997).

The Commerce Committee, chaired by Sen. John McCain, R-Ariz., is
one of several congressional committees with jurisdiction over portions
of the tobacco settlement.

Prejudgment interest proposed
ALBANY, N.Y.-Under a plan announced by New York's top judge,

defendants in civil suits in that state would pay prejudgment interest if
they lose a case.

In a speech last week, Chief Judge Judith S. Kaye of New York's Court
of Appeals, the state's highest court, said that in order to reduce delaying
+actics of defense attorneys, interest should begin to accrue one year after

-'iit is commenced. Under the current law, interest starts to accrue

mdgment or settlement is reached.
ie some of the financial profit out of long delays before

. 4, her annual address on the state of the New

See Updates on page 30
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EMLICO files bankruptcy
to block claim dispute

By DOUGLAS McLEOD

BOSTON-Electric Mutual Lia-

bility Insurance Co. has filed for
bankruptcy in a Boston federal
court, seeking to block a state
court dispute with London market
reinsurers over EMLICO's 1993

settlement of a General Electric

Co. pollution claim.
EMLICO's liquidators filed the

petition as an ancillary bankrupt-
cy proceeding to the insurer's
Bermuda liquidation. In papers
supporting the petition, EMLICO
accuses Lloyd's of London under-
writers and other London insurers

of using state court litigation over
the $4.6 million settlement to en-

gage in "disruptive practices"
aimed at defeating EMLICO's
Bermuda liquidation.

The petition seeks an injunction
stopping further action on the
case in Boston's Suffolk County
Superior Court.

Reinsurer lawyers, meanwhile,
say the bankruptcy filing is mere-
ly an attempt to stall discovery of
documents related to EMLICO's

July 1995 move to Bermuda and
its subsequent collapse. Reinsur-
ers have charged that the move
was a fraud intended to take ad-

vantage of favorable Bermuda liq-
uidation laws at the reinsurers'

expense.

"We think (the bankruptcy fil-

ing) is a sham. It's just there to
avoid producing documents," said
Nick J. DiGiovanni, a lawyer with
Lord, Bissell & Brook in Chicago
representing the London reinsur-
ers.

EMLICO's liquidators filed the
petition only days before a sched-
uled state court hearing on the
reinsurers' motion to compel EM-
LICO to turn over requested doc-
uments. That hearing, scheduled
for last Friday, was canceled be-

cause of the bankruptcy filing.
The bankruptcy filing stems

from a dispute over EMLICO's
1993 settlement with GE of liabil-

ities related to a Lanesborough,
See EMLICO on page 31

Investigating trouble withi n
Hiscox says underwriter went outside his authority

By MATTHEW MacDERMOTT

LONDON-Hiscox P.L.C., one of Lloyd's of Lon-
don's largest syndicate managers, is investigating its
internal control systems after discovering an under-
writer quoted risks and signed business outside his
area of authority and expertise.

In January and February of this year, David Ed-
wards, an underwriter at Lloyd's syndicate 33, man-
aged by Hiscox, quoted and bound credit/contract
frustration coverage :o buyers of ships to be built by
Chinese and Korean shipyards.

The insurance covered the default of the Korean

Export Import Bank guaranteeing the shipbuilding
work. The core risk to the ship buyers is that a ship-
yard does not produce a vessel in accordance with
the contract and, when called upon, the advance pay-

ments that the buyers made to shipbuilders are not
refunded. These refunds are guaranteed by the Kore-
an Export Import Bank. Syndicate 33's credit/con-
tract frustration policy, in which it is a specialist,
covers the failure of the bank to honor its guarantee.

Mr. Edwards, who had worked at Hiscox for sever-
al years, was authorized only to write physical dam-
age coverage for the shipyards. The credit/contract
frustration risks should have been underwritten by
Hiscox's political risks division.

In addition, Mr. Edwards failed to enter the unau-
thorized risks into Hiscox's recording system, mean-
ing the risks would not appear in the syndicate's ac-
counts. Although Mr. Edwards' action were not ille-
gal, they did violate Hiscox working practicfs, said
Hiscox Managing Director Bronek Masojada. -

See Hiscox on pag;'4tc

Reinsurer results look good
for now, but fundamentals lag

By JUDY GREENWALD

The reinsurance industry is not unlike the opti-
mist who falls from a high roof, says Dennis

Zettervall.

"As he's plummeting to

-0:-Mor--: f fl earth, he tells himself, 'So far,
- so good. '"

RESUL-:S While reinsurers reported
good results for 1997, "the

1997 are downward, and it's hard
fundamental trends, I think,

' for me to perceive a soft land-
ing if the fiercely competitive

market persists for much longer," said Mr. Zetter-
vall, chief executive officer of the Hartford Re Co.
in Hartford, Conn.

Other observers agree that even though U.S.
reinsurers posted good results in 1997, the indus-
try's deteriorating fundamentals sooner or later
will catch up with it.

For instance, Ted Collins, managing director at
rating agency Moody's Investors Service Inc. in

See Results on page 27
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Major global reinsurers
Based on net premiums written

from RAA Global Underwriting Report

1. General Reinsurance Corp.

2. Employers Reinsurance Corp.

3. SCOR

4. Transatlantic Holdings Inc.

5. AXA Reassurance S.A.

6. Zurich Re North America Inc.

7. Everest Re Holdings Inc.

8. CNA Re

$5,326,047

3,493,000

2,000,341

1,294,136

1,078,023

1,066,902

1,031,142

976,291

9. Berkshire Hathaway Insurance Group 955,400

10. Kemper Reinsurance Co. 807,055

Source: Reinsurance Assn. of America and Business /hsurance
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Cost increases from parity laws small: Study
By MARK A. HOFMANN virtually zero on premiums, raising them on

average by only 0 2%, according to the sur- I.*44#lits-fflEl>%, : f:vState laws requiring parity between men- vey 0

tal health and other medical benefits have Mathematica Policy Research Inc pre- 1 WA
-

Snot caused significant increases ln health pared "The Cost and Effects of Parity for MT

insurance premiums, according to a recent Mental Health and Substance Abuse Insur- OR

study ance Benefits" for the Substance Abuse and ID SD  r> . MYA
In fact, the study estimates that mandat- Mental Health Services Administration, a WY

ing full parity for mental health and sub- unit of the federal Department of Health CA
NV - OH 1stance abuse benefits would increase health and Human Services The study was re-

insurance premiums by only 3 6% annual- leased last week
ly, according to the updated actuarial mod- The study involved four analyses The R S.20

Enacted mental
el used in the survey first was a comparison of state parity laws, {k health parity

The model projected that the amount of which spell out the extent to which health "'
legislation

increase would vary considerably based on insurers must cover mental health and sub- NO k SC

the type of health care plan involved Fee- stance abuse benefits at the same level as :S AL GA
for-service and preferred provider organi- other health care benefits @D=@Si89
zations would face projected premium in- The second component was a case study GU;t:ma mISIED
creases of about 5% as a result of full bene- analysis in five states-Maryland, Minneso- 
fits parity, while health maintenance orga- ta, New Hampshire, Rhode Island and 1,ED. IFEARille
nizations "that tightly manage care" would Texas-that have parity laws to determine

1

liFIE<Ey; r' [IllnEEID
register increased premiums of only 0 6%, the experiences of various parties involved,
the study concluded including health insurers, employers and ' Exc udes substance abuse

''Ir : ,Requiring parity for substance abuse trade groups Soune Substance Abuse and Mental Health Services Administration

treatment alone would have an impact of See Parity on page 17 GRAPHIC BY MIKE GAAVEY

Health information privacyQuality measu res faulted
Experts foresee more health plan reporting regs raises P/C concerns

By MICHAEL PRINCE Also, the leading measuring tool, the NAIC subcommittee studying potential problems
Health Plan Employer Data and Infor-

NEW YORK-Flaws in health plan mation Set, is not sophisticated enough, By MEG FLETCHER The NAIC model reflects the same con-

quality measurement tools will lead to he contends cerns about individuals' rights to keep per-
more regulation of reporting, two man- "HEDIS doesn't begin to measure all SALT LAKE CITY-Battle lines are be- sonal medical records confidential that
aged care experts say the things involved with health care, ln ing drawn over the potential impact of state Congress considered last year in privacy

But while one expert thinks such reg- particular the care for sick people, he health information privacy laws on proper- hearings and deliberations related to a pro-
ulation w111 improve quality, the other is said ty/casualty coverages, especially workers vision in the Health Insurance Portability
less certain Dr Relman said he has spoken with compensation and Accountability Act passed in 1996 Un-

.

We are dealing with a primitive sci- the leaders of other organizations that The skirmishes are occurring as a Nation- der that law, Congress has until August
ence in its infancy," said Dr Arnold Rel- measure quality-the Joint Commission al Assn of Insurance Commissioners' work- 1999 to enact legislation governing the pri-
man, editor in chief emeritus of the New on Accreditation of Health Care Organi- ing group drafts a "Health Information Pri- vacy of medical records If Congress fails to
England Journal of Medicine and pro- zations and the American Assn. of Am- vacy Model Act," which it dis- act, then the secretary of
fessor emeritus of medicine and social bulatory Health Centers/Utilization Re- cussed at the organization's Health and Human Services
medicine at the Harvard Medical School view Accreditation Commission-and spring quarterly meeting earli- will promulgate regulations
in Cambridge, Mass "The science of found they increasingly encroach into er this month in Salt Lake City

NAIC
The Clinton administration's

quallty measurement is very primitive " each other's areas of expertise The purpose of the NAIC act privacy recommendations to
The current system of measuring "It's moving toward chaos that will is to set standards to protect health infor- Congress did not include workers compen-

health care quality is ¢¢

increasingly force regulation," he said. mation from unauthorized collection, use sation or other property/casualty insurers
chaotic," Dr Relman said "The private A new quality reporting system is re- and disclosure by requiring insurers to es- That may change with additional legisla-
sector is not doing the Job " quired, he said, with a focus on three ar- tablish procedures for the treatment of all tion and agency review (BI, Oct 27, 1997

For example, even though the leading eas· operational managed care plans, fa- health information Sept 22,1997)
quality rating organization, the Nation- cilities such as hospitals, and individual While state legislatures are dealing with On one side are employers, insurers and
al Committee for Quality Assurance, doctor behavior. privacy concerns, especially in the context workers comp administrators They fear the
tries its best, it cannot report obJectively Also, it's important that standards and a of health insurance, federal legislators also claims-handling problems and litigation
because it is funded by managed care uniform system of reporting data exist are debating privacy legislation How any that might result if privacy restrictions de-
plans, accorchng to Dr Relman See Reporting on page 30 federal laws would interact with state laws lay the exchange of information needed to

has not been determined See Privacy on page 7

Reforms under siege Idea would let RRGs

in workers comp 0

cover property risks
By ROBERTO CENICEROS tional insurance, risk -4     0/212\ By ROBERTO generally is considered a first-party

managers need to CENICEROS property risk as if it were the policyhold-
INDIAN WELLS, Calif -Broad-based weigh the implica- er s own property Ms Berkeley said

attempts to reverse the gains from work- tions of a potentially 2% Using contractual indemnification
ers compensation reforms threaten policy- deterlorating insur-

C„6.'44,
INDIAN WELLS, Calif - agreements, a company can covert such a

holders, insurers and self-insureds, sever- ance market, the ex- ''444[, By contractually converting a property risk into a liability exposure el-
al experts say perts said first-party property exposure igible for coverage by its risk retention

Many states enacted the workers comp Self-insured employers also into a third-party liability expo- group, Ms Berkeley told an audience at
reforms during the early part of this could be impacted if the undermining sure, a risk retention group might the International Alternative Insurance
decade, resulting in at least $3 5 billion of workers comp reforms leads to benefit be able to provide coverage of these Symposium in Indian Wells, Calif, earli-
annually in cost reductions Now assaults increases or increased benefit costs, they exposures for members, an attorney er this month
against those reforms are being fueled by added says Ms Berkeley developed the concept
a perception that the market outlook is Recent times have been good for work- The federal Risk Retention Act, enact- along with John H Howard, a vp at U S
rosy for property/casualty insurers, the ers comp insurers, particularly under cer- ed in 1981 and expanded in 1986, limits Re Corp in New York It remains theo-
experts told the International Alternative tam reporting procedures an RRG to writing only liability cover- retical because it has not been submitted
Insurance Symposium earlier this month Industrywide, insurers from 1984 to ages, workers compensation and proper- to any insurance regulators for approval,
in Indian Wells, Calif 1993 saw on average an astounding 43- ty risks are not permitted In addition, lt though they have been approached by

But in reality, many workers comp in- point decline in their operating ratios, to can cover only the risks of its policyhold- one U S domicile interested in the con-
surers are exhausting their reserk es, and 78 2 from 121 4, said Andrew P Johnson, er-owners, not the general public cept, she said
new pressures on their operating i atios- a consulting actuary in Wakefield, Mass, Covering an RRG member's liability However, Ms Berkeley has presented it
such as from the dismantling of reforms- for Milliman & Robertson Inc Operating for damage to the property of others, to several prominent captive attorneys
could cause an unfavorable maI'ke: down- ratios declined 27 points Just between ho ever, would be within the scope of She said they believe it would be a viable
turn, leading to price increases 1990 and 1993, making 1993 a peak year the federal law, according to Jill B option for RRGs that currently cover lia-

The issue lS important to alternative for insurers The operating ratio equals Berkeley, a partner at Schiff Hardin & bility risks but whose members also need
market advocates because traditional in- operating expenses divided by net sales Waite in Chicago coverage for property exposures
surers currently are offering tempting The smaller the ratio, the greater the or- While damage to another's property Some risk retention group members
deals such as guaranteed cost programs at ganization's ability to generate a profit if may seem like a straightforward liability have had to buy or create property insur-
low premiums Before making a decision revenues decrease exposure, when a policyholder damages ance units to meet their needs, Mr
to leave the alternative market for tradi- See Market on page 12 property in its care, custody or control, lt See Property on page 14
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Gallagher buys three specialty brokers
ITASCA, Ill.-Arthur J. Gal-

lagher & Co. has acquired insur-
ance brokers Martin, Gordon &
Jones Inc. of Jackson, Miss.; Em-
ployee Benefits of The Carolinas
of Charlotte, N.C.; and Gardner
Marine Agency Inc. of St. Louis.

Terms of the transactions were

not disclosed.

Organized in 1973, Martin, Gor-
don & Jones specializes in com-
mercial and personal property
and casualty insurance, employee
benefit packages and risk man-
agement and consulting services.
The company's employees will be
merged with Gallagher's Jackson,
Miss., office under the direction of

Mitch Brashier, area president.
Employee Benefits of The Car-

olinas, founded in 1989, special-
izes in group health insurance
throughout the Southeast, han-

dling self-insured and fully in-
sured medical plans and related
products. The company and its
staff will now operate as Gal-

lagher Benefit Services of the
Carolinas Inc. under the direction

of David Ziegler, president of
Gallagher Benefit Services' East-
ern region.

Established in 1990, Gardner
Marine specializes in the market-
ing and servicing of marine insur-
ance for clients throughout the
Midwest. Gardner Marine's staff

will be merged with Arthur J.
Gallagher & Co.'s St. Louis office
under the direction of James Ag-
new, area president.

Joint venture formed

NEW YORK-Reliance Nation-

al Insurance CO., Lambert

Markets

Fenchurch Group P.L.C. and MTS
Insurance Services have formed a

joint venture insurance brokerage
company. The joint venture will
be called New Century Global Inc.
and will have an initial capital-
ization of $9.5 million.

New York-based New Century
will operate as a specialty insur-
ance broker and managing gener-
al agent, specializing in :he ener-
gy, entertainment, health care,
property and risk management
businesses.

Lee A. Orabona has been named

the joint venture's president and
chief operating officer

For more information, call 212-
208-1429.

Concentra purchase
BOSTON-Concentra Managed

Care Inc. has acquired Naperville,

Ill.-based Preferred Payment Sys-
tems, bolstering Concentra's retro-
spective bill review services position
in the group health marketplace.

Under the terms of the transae-

tion, approximately 7.7 million
shares of Concentra common stock

and $14.7 million in cash were ex-

changed for the outstanding shares
of PPS.

Founded in 1990, PPS provides
specialized cost-containment and
outsourcing services for health care
payers nationwide. Boston-based
Concentra provides comprehensive
outsourcing for cost-containment
and health management in group
health care, property and casualty
and occupational medicine.

--i-----*
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Financial services

CHICAGO-International actu-

arial and consulting firm Milli-
man & Robertson Inc. has estab-

lished a Chicago-based financial
services practice to serve clients
worldwide in the insurance, bank-

ing and brokerage industries.
James H. Overholt, former pres-

ident and chief executive officer

of the Great Western Financial

Securities Corp., will lead the unit
as group executive, and Julianne
M. Fries, who had been senior vp
and director of risk management
at Great Western, will be senior
associate.

For more information, call 312-
726-5225.

HCCH buys Kachler
HOUSTON-HCC Insurance

Holdings Inc. has agreed to ac-
quire all outstanding shares of
The Kachler Corp. in exchange for
1.6 million shares of HCCH's com-

mon stock accounted for as a

pooling of interests, or a combin-
ing of the companies' balance
sheets.

Kachler is a Houston-based re-

tail insurance agency specializing
in life, accident and health insur-

ance for benefit plans of large
commercial customers across the

country. The company's founder,
Larry M. Kachler, will remain
CEO of Kachler and join the se-
nior management committee of
Houston-based international spe-
cialty insurance group HCCH.

Health care data

ANN FARBOR, Mich.-The

MEDSTAT Group and Network
Management Services have agreed
to jointly offer large employers ser- -
vices to support the collection and
analysis of health care data needed
to select, evaluate and administer
employee health plans.

Ann Arbor, Mich.-based MED-
STAT is a supplier of health care
information, analysis and consult-
ing services; Minneapolis-based
NMS provides employee benefit
administrative services.

Under the agreement, the two
companies will combine MED-
STAT's expertise in multivendor
claims and eligibility data integra-
tion and analysis with NMS's eligi-
bility administration services, in-
cluding enrollment, electronic eli-
gibility management and financial
services. The companies also will
combine their expertise in health
plan selection, rate negotiation and
performance management.

For more information, call NMS
at 612-525-2700 or MEDSTAT at

734-663-6993.

Westfield Life sale

OMAHA, Neb.-The Guarantee
Life Cos. Inc. have agreed to pur-
chase Ohio Farmers Insurance Co.

subsidiary Westfield Life Insur-
ance Co. for $100 million. The
transaction will be financed with

$90 million in cash, supported pri-
marily by a senior secured term
loan facility, and $10 million in re-
stricted stock, and is expected to
close May 31.

The acquisition of Westfield
Life, based in Westfield, Ohio, will

add nearly 87,000 policies, $280
million in reserves and $55 million
in revenue to the Guarantee Life's

Individual Insurance Business'

208,000 policies, $950 million in
reserves and $140 million in rev-
enue.

Under an administrative services

agreement, Ohio Farmers will pro-
vide all services needed to admin-

ister the individual life and annu-

ity business previously issued by
Westfield Life. m



4 .1

4 1



6 / Business Insurance, March 30, 1998

Disease management success prompts second program
ASHEVILLE, N.C.-After saving

more than $25,000 in just six
months with a pilot disease-man-
agement program that targeted dia-
betes, the city of Asheville, N.C., is

launching a program for its employ-
ees with asthma.

"Not only did we save some
bucks, but the program demonstrat-
ed the valuable role pharmacists can
play in managing care," said John P.
Miall, director of risk management
for the city of Asheville.

Because of the success of the dia-

betes-management pilot, the city
has decided to allow it to become a

permanent part of its benefit plan
and to launch a second program-
this one targeting asthma-accord-
ing to Mr. Miall. That project,
launched March 1, will conclude

Sept. 1.
The diabetes program, known as

the Asheville Project, was conduct-
ed jointly by the North Carolina
Center for Pharmaceutical Care, a
coalition of state pharmacy organi-
zations; Mission+St. Joseph's Health
System; and local pharmacies.

Under the program, which took
place over a six-month period that
began March 1, 1997, each of the
city's 60 participating employees
was assigned a pharmacist "coach"
who was geographically accessible.

After an initial assessment meet-

ing, the employees met with their
pharmacist coaches for brief ses-
sions each month to touch base, to
discuss any complaints or problems
they might be having with their
medications, and to go over data
from their blood-sugar monitors.

After just three months, "our
nurse was noticing that these indi-
viduals were taking better care of
themselves than they had in years,
in terms of diet, sleep, exercise-in
every regard," Mr. Miall recounted.

As a result, the city decided to
compensate the pharmacists for
their time before the program had
been completed.

" We were taking the Missouri ap-
proach," Mr. Miall explained. "I'm
from Missouri, and it's called the
'Show Me' state, so we said we

would compensate them only after
they gave us results."

The city paid the pharmacists $75
for each initial assessment, $45 to
$60 for intermediate assessments of
30 to 45 minutes in length, and $20
for routine visits. In addition, the
city waived the participating em-
ployees' copayments for insulin and
supplies as an incentive for them to
enroll in the program. The city has a
drug-card program that requires a
$5 copayment for generic drugs and
a $15 copayment for brand-name
medication.

This brought the city's total in-
vestment in the diabetes disease-

management program to about
$14,000, which Mr. Miall character-
ized as "a drop in the bucket" when
compared to the city's $4 million an-
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nual health care budget.
"If you're preventing one diabetic

patient from facing an amputation
in the future by improving his care
now, you're saving between $30,000
and $50,000. For anyone in risk
management, this is a no-brainer,"
Mr. Miall said.

The city's health plan is self-in-
sured and administered by
Kanawha Benefit Solutions Inc., a

Lancaster, S.C.-based third-party
administrator.

The city provides health care cov-
erage to 830 full-time employees
and dependents and 200 retired
workers.

-BY Joanne Wojcik

Long4erm care

ST. PAUL, Minn.-Members of
the Minnesota Chamber of Com-

Benefit Beal

merce will be able to get long-term
care insurance through a joint part-
nership between Minnesota Cham-
ber Business Ser,ices, a wholly
owned subsidiary of the chamber,
and Transamerica Occidental Life

Insurance.

L€ss than 3 % of Minnesotans

have LTC insurance policies. Half of
all Americans will need nursing or
home care during their lifetimes,
and without insurance the cost

could be overwhelming, said Sharon
Komeczny, vp cf marketing for
MCBS.

The chamber decided to offer LTC

insurance because many of the
group's 3,600 member companies
have expressed interest in the bene-

fit over the past couple of years.
"The Minnesota chapter, quite

frankly, is known for trying to get
problems solved through the private
sector, and thls fits perfectly with
that," Ms. Konieczny said. MCBS
already negotiates for health and
life insurance with vendors on be-

half of numerous chamber members.

The long-term care insurance, ex-
peted to be ready for purchase in
June, will be available to employees
and retirees, their spouses, aunts
and uncles, grandparents, and any-
one residing with any of the above.

Premiums may be paid by em-
ployees, emplcyers, or a combina-
tion of both, depending on the pref-
erence of the plan sponsor, Ms.
Koniecmy said.

Levels of benefits will be cus-

tomized according to employees'
needs and will range from personal

Remarkably complete. Surprisingly simple.

Hey look, the square peg just went into the round hole.

01998 Allendale Insurance, PO. Bcx 7500. Johnston. Rhode Island 02919

caregivers in the home to a maxi-
mum of $300 a day in nursing home
coverage.

LTC usually covers nursing home
stays, skilled home health care,
adult day care and sometimes un-
skilled home health care. It is in-

tended as a supplement to Medicare,
which does not pay for these costs.

LTC was first offered in 1987 but

was not immediately popular (BI,
June 2, 1997). A William M. Mercer
Inc. survey last year found that at
nearly half of the plan sponsors with
LTC, less than 5% of employees en-
rolled in it

Advocates of LTC hope its pres-
ence will increase because the feder-

al Health Insurance Portability and
Accountability Act gives employers
tax advantages for paying employ-
ees' LTC premiums.

-By Robert Kazet



Privacy
Continued from page 3
process workers compensation
claims. In addition, delay may in-
crease the duration of wage-loss pay-
ments and make it more difficult for

employers to determine impairment
and sometimes eligibility for com-
pensation through a second-injury
fund.

On the other side are spokesmen
for the AFL-CIO. "Restrictions on

the collection, access, use and disclo-
sure of private health information,
including private health information
of workers, should be strengthened
and should apply uniformly to all in-
surers, including those who under-
write workers compensation," ac-
cording to a recent letter from James
N. Ellenberger, assistant director of
the union federation's Department of
Occupational Safety and Health.

The federation wants to protect

workers from unauthorized access to

workers comp information, which
may allow businesses to discriminate
against workers because of health
conditions and even blacklist them

for merely filing workers comp
claims.

From a property/casualty claims
perspective, the NAIC's Health In-
formation Privacy Model Act poses
several problems, sources say.

"The draft language is confusing
and could be interpreted in a number
of ways," said South Dakota Direc-
tor Darla Lyon, who chairs the
NAIC's Commercial Lines Proper-
ty/Casualty Committee. A model
should not be left up to interpreta-
tion, she said.

In addition, "property/casualty in-
surers don't use health information

in the same way or for the same rea-
sons that health insurers do," she

said. They need to be able to get in-
formation so they can determine up
front whether to pursue or drop liti-

gation in the future. "I don't think
this model responds to those differ-
ences." There should be privacy
laws, where appropriate, but "you
can't cut these people off at the
knees," Ms. Lyon said.

A concern of the International

Assn. of Industrial Accident Boards

and Commissions is that the model

"may in fact harm those designated
to be protected by slowing down the
delivery of medical treatment and
benefits and increasing the amount
of litigation over workers compensa-
tion claims," according to a March 15
letter sent to the NAIC drafting
group by Gloria Gebhard, chair of
the IAIABC's Occupational Health
and Disability Management Com-
mittee.

"If there is delay in the employer
getting the necessary records, there is
delay in paying medical bills, and
more important, delay in paying
weekly sustaining benefits to an in-
jured employee," said Douglas

Stevenson, executive director of the
National Council of Self-Insurers in

Chicago. "Workers compensation
benefits should be delivered immedi-

ately, at the time when the injured
workers needs it most," he said.

The proposed NAIC model also
heaps "significant" burdens on prop-
erty/casualty insurers, because they
exchange claim-related information
more frequently and in greater detail
than do health insurers, said Bruce

C. Wood, assistant general counsel
for the American Insurance Assn. in

Washington. In addition, insurers
would be required to keep a log
recording disclosure information.

They also face significant penalties
for violations, including giving indi-
viduals a private right of action, Mr.
Wood said. "All it does is set up in-
surers for the losing end of a game of
gotcha," he said.

In response to urging from several
regulators and industry representa-
tives, the NAIC working group is es-
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tablishing a technical advisory sub-
committee to consider property/ca-
sualty concerns. The working group
plans to complete its work by the or-
ganization's summer quarterly meet-
ing June 20-24, said working group
chair John Conniff, deputy commis-
sioner of Washington state's Insur-
ance Department.

The subcommittee has an April 30
deadline to report to the working
group, which will then circulate a
new draft by May 25. Comments
must be delivered to the working
group by June 10, according to the
timetable Mr. Conniff released at a

recent meeting.

Other developments at the NAIC's
meeting included:

• A new NAIC subgroup studying
regulators' responses to a recent sur-

vey about the Employee Retirement
Income Security Act failed to expand
its assignment and was disbanded
(BI, Feb. 23).

Subgroup chair John Oxendine of
Georgia introduced a motion asking
the 13-member executive committee

to expand the subgroup's duties to
include consideration of multiple-
employer welfare arrangements.
However, he withdrew his motion
after NAIC President Glenn Pomeroy
and two other commissioners said

they would vote against it for a vari-
ety of reasons.

The NAIC will continue to monitor

ERISA-related issues through a sub-
group of its Accident & Health In-
surance Committee, which Mr. Ox-
endine joined in January.

• NAIC members formally ap-
proved its codification of a statutory
accounting principles project, which
is designed to provide greater unifor-
mity in the financial statements of
most large insurers.

They also adopted several model
acts, including the Investments of In-
surers Model Act (Defined Standards
Version), which contains criteria for
prudent evaluation of investments
and requires each insurer to follow a
written plan that has been approved
by its board of directons. NAIC mem-
bers also adopted the Unfair Dis-
crimination Against Subjects of
Abuse in Property/Casualty Insur-
ance Model Act, which is similar to
models for health, life and disability
income that they previously adopted.
The act is designed to protect a bat-
tered individual from discrimination

in the purchasing of insurance.
In addition, members adopted sev-

eral white papers that provide guid-
ance on the marketing of insurance
over the Internet, as well as selling
"other states" coverage as part of
workers compensation policies for
employers with multistate exposures
(BI, Oct. 27,1997)

• Commissioners heard a report
that a Kansas state court judge re-
cently ruled in favor of the National
Council on Compensation Insurance
in a fee dispute with Insurance Com-
missioner Kathleen Sebelius over

outsiders' access to copies of NCCI
work papers.

The court earlier this month threw

out a Kansas Insurance Department
order that prohibited the NCCI from
charging more than $12 per page for
extra copies of an employer's experi-
ence rating calculation. The decision,
which reflects an earlier state

Supreme Court ruling, essentially
said that Ms. Sebelius lacks the au-

thority to administratively determine
such fees without considering the
costs incurred in creating them.

The NCCI already provides free
copies of the worksheet to the policy-
holder and its insurer, said Sally
Narey, NCCI senior vp and general
counsel. The extra copies were used
primarily by agents hoping to obtain
business.

The judge ordered that Ms. Sebe-
lius moderate her order and recalcu

late the fee, which is being done with
input from the NCCI, Ms. Narey
said. in]
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Market
Continued from page 3

The level of profitability that
was available to insurers during
1993 is not sustainable under nor-

mally competitive market condi-
tions, and it was natural for oper-
ating ratios to spring up.

"So we have already seen a turn
in the market, and results have
begun to deteriorate," Mr. John-
son said. "That has been going on
since 1993."

But under "calendar-year ac-

ccunting methods," insurers have
reported healthy earnings for
1695 and 1996 from underwriting
profits and investment income,
Mr. Johnson said.

Calendar-year accounting-
which can reflect reserve cecreas-

es that improve results-is the
typically accepted method in

which the industry reports its re-
sults in financial statements. It
also is the easiest data for insurer

adversaries, such as labor groups
and plaintiffs attcrneys, to obtain.

However, a look at "accident

year" reporting reveals a different
picture.

Accident-year reporting strips
out the effect of insurer reserve

changes during a given year.
Therefore, it is a better match of

current premiums to losses. It is a
purer measure of profitability and
where market is right now, Mr.
Johnson explained.

Looking at calendar-year ac-
counting, it appears that 1595 was
the best recent year for insurers,
Mr. Johnson said.

When one looks at accident year
reporting, it becomes obvious that
the current good times peaked in
1993.

Since the end of 1996, orofit

a a

:11 a

margins have further eroded due
to the current price competition,
Mr. Johnson said.

Currently, a good outlook for
earnings on investment income is
insulating insurers from a deteri-

study that found market observers

think prices could continue to de-
cline another 10% to 20%. But for

now many insurers are reporting
healthy profits through 1996, pro-
viding ammunition for labor at-

A broad series of threats to refonn 'will require
diligence on all of our parls if we want to hold
onto the gains that have been made in the
comp market,' Barry L. Uewellyn says.

oration in their reported results.
But with marginal profitability,
there are several economic

threats, such as more price com-
petition or the dismantling of re-
forrns.

Mr. Johnson cited one recent

torneys or legislators and other
political forces aligned to liberal-
ize benefits.

"To the extent that benefits are

liberalized and there is no com-

pensation in price, given that we
are entering a period of marginal
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profitability, I would argue the
industry is exposed to poor re-
sults," Mr. Johnson said. "We may
be entering a situation where it's
going to be touch and go. And if
you layer on to that price decreas-
es of 10% or 20% going forward, I
think we are looking at some un-
favorable results."

The perception that the workers
comp market is healthy and there
is room to increase benefits is

false, agreed William E. "Ric"
Yocke, western region risk man-
agement practice leader for De-
loitte & Touche L.L.P. in San
Francisco.

One sign of potential problems
comes from California. In 1996,
insurers operating there had an
underwriting loss of 21.5%, com-
pared with 10.8% in 1995, Mr.
Yocke said.

Insurers can be their own worst

enemies in reporting their results
in a favorable fashion, Mr. Yocke
said.

Adversaries are looking at in-
surers' own reporting that cur-
rently says, „ ,We are making
bundles of money.' However, one
of the reasons they are making
bundles of money is they are cut-
ting into prior reserves."

However, insurer reserves are
getting close to depletion, "and
there is no more to take," Mr.
Yocke said.

"At this point they are sitting at
the lower end of their ranges on
reserve adequacy, and this is a
strong indication that things must
turn for the insurance industry,"
he added. "If the well is dry, even
without unreform, this evidence is

going to turn to the fact that
prices are going up."

The $3.5 billion in annual sav-

ings that resulted from reforms is
just the tip of the iceberg, pointed
out Barry L. Llewellyn, senior vp
and actuary for the National
Council on Compensation Insur-
ance Inc. in Hoboken, N.J. The
reforms also forced many players
in the workers comp arena, such
as providers, to change behav-
ior patterns and make the sys-
tem more efficient. That is all at
stake.

"There are a broad series of

threats to reform that will require
diligence on all of our parts if we
want to hold on to the gains that
have been made in the comp mar-
ket," Mr. Llewellyn said.

For example, Mr. Llewellyn
noted a Rand Corp. study that
found California's permanent
partial disability system is in-
equitable and that benefits need
to be increased (BI, Nov. 24,
1997).

Mr. Llewellyn also noted that in
1996, labor unions spent $35 mil-
lion to bolster their influence with

state legislators.

"They have a particular agenda
in mind, and I think they will be
back with a particular ven-

geance," he said. "Organized la-
bor is back in the game, and we
are not seeing very many propos-
als to take additional benefits out

of the system; they are going the
other way."

The threats to workers comp re-
forms are not limited to chal-

lenges from legislators. Tradition-
ally, people have perceived that to
be the case, Mr. Llewellyn said.
But in the past couple years, at-
tempts to hold the line on workers
comp increases have been under
attack in the courts and from oth-

er arenas, such as from attempts
to stifle managed care's cost-cut-
ting gains.

Although workers comp recent-
ly has been a very profitable mar-
ket, "it is not hard to imagine it
quickly becoming unprofitable,"
Mr. Johnson said. lill



A

... . a

-11 4

94

Z

j
-                  t

0 .0*[}ir 0 - ..-
/00 0 0- ....

Influencing commercial insurance decision-makers is critical to

your success but fi nding the most effective way to reach them

can' be a worrisome task. You can take a chance with unproven
methods and hope for the best or, you can be sure you'll get
the best possible results by relying on a proven industry leader,
Business Insurance.

When you advertise in 8/'s Captives spotlight report, featuring
an in-depth profile of the Risk Manager of the Year, you'll be certain

to dapture the attention of more than 153,000* risk and benefit

managers, brokers, consultants, insurers and reinsurers. Plus, bonus

distribution at the Risk & Insurance Management Society's annual

meeting will increase your exposure and your confidence that
you'll reach your prime prospects.

Turn your hopes into a reality 8/ will put your sales message

directly in the hands of top decision-makers. Call to reserve

ad space today.
*Includes pass-along readership

Captives/Risk Manager of the Year
Publishing: April 27 • Closing: April 15

Directory: Captive Managers
Distribution: RIMS, Alliance of American Insurers

Put your trust in other RIMS issues from B/:

RIMS Report: Employee Benefits & Workers Comp
Publishing: May 4 • Closing: April 22

RIMS Report: Risk Management
Publishing: May 11 • Closing: April 29

Distribution: AAMGA



14 / Bustness Insurance, March 30, 1998

Property it would be similar t) taking an in-
demnity agreement under a CGL pol- Ruling keeps insurer on hook
icy for claims aris_ng from the perfor-

Cont:nued from page 3 mance or failure of performance of a By MICHAEL BRADFORD The ruling appears -0 be the first to speculated that the arrangement was
Howard explained in an interview contractor's work But a contractor address an attempt to nulllfy third- a "quid pro quo" type of deal between
Assuming his and Ms Berkeley's con- would modify that sample agreement BOSTON-An 11151_rer cannot es- party hability as part,)f a poheyhold- the parties
cept is viable and meets regulatory and instead assurre liability to indem- Dape hability for third-party bad- er's bankruptcy proceedings, he said Travelers, which provided general
approval, it would save the RRG nify damage to the property of the fath claims through its policyholder's While the decision lS notable be- hability coverage for Salem Suede, is-
shareholders considerable time and owner, Ms Berkel2y said oankruptcy proceedings, a federal cause it prevents msurers from using sued a statement emphasizIng Salem
expense over maintaining separate "You will have a typical indemnity ludge has ruled the bankruptcy code to circumvent Suede, not the insurer, proposed and
property insurance units, he noted agreement with Just tt at simple mod- Therullng earber tlis month holds bad-faith habillty, the rullng is also frled the plan "Travelers was one of

An example of a type of business ification, so that the new indemnity shat Travelers Indemnity Co cannot important because it 'reaffirms that many parties, including the Travelers
that might find it attractive to use an agreement will list s_mply look hke De released from bad faith claims filed Insurers can be independently liable poheyholder and the malonty of the
RRG to provide property coverage, mdemnity of the owner for any claims agamst it by a group of creditors in to third parties for bac faith," he said debtor's creditors, that supported the
Ms Berkeley said, would be truclang arising out of, or resulting from, dam- jie bankruptcy of Salem Suede Inc, a Mr MacDonald worked on the case plan," the statement said
compames that need to cover the risk age to the property of the owner," Ms Salem, Mass tannery operator U S as an attorney for Uniied Pohcyhold- Attorneys for Salem Suede could
of loss to cargo or even to drivers' Berkeley said 3ankruptcy Judge Joan N Feeney re- ers, a San Francisco-based non-profit not be reached
trucks "It's not a big leap it's not a new fused to approve a reorganization group that promotes policyholders' Salem Suede filed for bankruptcy

The mechanism for converting a nsk," she said In addition to relying plan put forth by Salim Suede that nghts The group filec an amicus cu- m 1996, after lt S creditors sought to
first-party property exposure into a on ISO forrns, the concept is similar to would have released the Insurer from nae bnef argumg against the reorga- collect personal injury and property
third-party habihty exposure requires one now being used by contractors' bad-faith judgments already reached nizattlon plan damage judgments of $1 8 m11]lon
the pollcyholder to contractually as- P.RGs m Vermont to provide coverage "It's a very significant and interest- The plan indicated that Travelers they had obtained in Massachusetts
sume liability for any damages to an- for homeowner warranty programs mg opinion," said John A MacDon- would pay the creditors' claims Supenor Court
other party's property, Ms Berkeley and for warranty programs offered by ald, a pollcyholdel attorney rvith An- agairist Salem Suede and, at the same One of the plainttffs was the owner
explained small mach.nery kendirs, Ms Berke- demon Iull & Ohek P C m Philadel- tme, be released from the third-party of Foreign Car Center Inc , a nearby

In the case of a trucklng operation, ley said Ell phia bad-faith claims Mr MacDonald Contmued on nert page
an owner/operator could contractual-
ly assume habihty for damage to a
customers' cargo or an Independent
driver's truck and then insure its ha- 4*6,4·'
bihty through an RRG

Using an Insurance Services Office
Inc format for a commercial general
liability pohcy as a startmg pomt, Ms

j

b. 4 Ze
1

Berkeley said, a form could be de-
signed that would cover not only a

1
'' 2 F«,0(# ' b. '' 2 ".9'24/

.

policyholder's tort liability for dam-
1 h

age or injury to another party but also
its contractual habillty for damage to f

property m the policyholder's care , 6 9. -'7

In the example of the truelang com- .t,pany, it would provide its customers
t

with signed indemnity agreements
0

.

and certificates of insurance stating J. I*

that the promise to mdemnlfy the cus- A J"* «'
tomer is insured The mdemnlty 4

agreements would have to be tailored /

to meet varying state laws
..1.' 4

Certificates of insurance from a risk ./

retention group's pollcy would then
. . .1 1 V

be Issued naming the RRG member U '4
4.

7 :i
The RRG member's customer

i

would not become a pohcyholder un-
der the pollcy But the policy would
give that customer a nght to benefits
ifthe truckerwas not able to fulfill its .

Z , , , " 1 4,-,4,:i
promise to mdemmfy the customer for

9 '%4
'4

the loss of property
"You basically take an uidemmty 6

agreement which makes one party h- I.

able for damage sustained by another r

party and then you can convert one's 43
own property damage so that lt be- /11 · A

'r $
Y

1

comes the assumption of liability for 0 :$#411//i

damage to property of others," Ms
. 1

... 41
f

Berkeley said
In the case of a building contractor,

4

, 4.*81

Meeting r

:. 4.g . Ree¥*/ar
1, , 1 vk C

draws 500 1 j,

< 29*91 -4*4<.:
. #1934*4

INDIAN WELLS, Calif -For .

years, the leaders of the Captive :*-V.

Insurance Cos Assn Inc and . 6 *1 0 3 ' I
The National Risk Retention

e

C
4

Assn had talked of combining 1 ..*F
*Y r

their resources to sponsor one 04.> 0 .rbic .,

*r .?national conference 0

1, 9
7

This year, they finally did just .

%

that, attracting about 500 atten- k'
..

dees to the first lomt Intemation-
al Alternative Insurance Sympo-

·A

49

mum The conference was held at / I.
'"

the Hyatt Grand Champions m .

1 '. 'r

Indian Wells, Callf, and pulled in 4

1 ./ t .. 4..
about 50 people more than CICA
and NRRA typically attracted to -- r '9
their own separate conferences, . - I -'5'e, Y f .

organizers said The IAIS also at- **

I ,

f.'
v*559 -'

tracted more people from foreign
countries than had attended ..,45>4

r' St
I.

CICA or NRRA conferences in

the past
The 1999 International Alter-

--
- 4 1M0» 4 f _r Uzest. r - t.

native Insurance Symposium
w,11 be held March 14-17 at the .*

/1.

Hyatt Bll Country Resort m San
---

" *5
Antonio For more information, r'

contact the IAIS meeting orga- .  = EE:5.
nizers at 612-928-4665 >V(*

--



Continued·from previous page
business and a Salem Suede creditor

due part of the $1.8 million The own-
er argued that his health problems
and damage to vehicles at his location
near Salem Suede were due to pollu-
tants the tannery discharged from
1978 through 1981.

Separately, creditors lodged nu-
merous bad-faith claims against
Travelers. The bankruptcy court dis-
missed all but one, Travelers said.

While no judgment amount was
rendered, Judge Feeney said in her re-
cent decision that the bad-faith claims

could exceed $1.5 million.

Travelers is appealing the bad-faith
ruling to U.S. District Court as well as
an earlier ruling that a pollution ex-
clusion in Salem Suede's policy did
notpreclude coverage for injuries re-
lated to the tannery operation.

US. Bankmptcy Court, District of
Massachusetts, Salem Suede Inc.,
Chapter ll, case no. 96-131844NF.

D-*6676666 1766U,UnCe, 1¥laICIl JU, 1 ZSM,6 / 13

Mosier to develop Kemper alternative risk unit
David W. Mosier joined Kemper

Insurance Cos. as vp with responsi-
bilities for developing and manag-
ing Kemper Alternative Risks, a
newly formed captive management
and alternative risk unit in Long
Grove, Ill. Mr. Moster, who most re-

eently was president of Armrisk
Corp., also will serve as chief oper-
ating officer of Kemper's under-
writing participants at Chicago-
based INEX, formerly the Illinois
InsuranceExchange.

Also at Kemper: Mariann B.
Keenan named vp with responsibil-
ities for creating and implementing
strategies to grow the insurer's com-
mercial package line of business;
Christopher M. Millington named
vp-claims systems; and Judy Mad-
docks, chief executive officer of
Kemper Canada, named vp.

In other insurer changes:

rK

/19'ut

274'f

Comings & Goings: industry

David Kuhn named vp and dis-
trict manager for the western Unit-
ed States at Hartford Specialty Co.,
a unit of The Hartford Financial

Services Group Inc. He is located in
Glendale, Calif.

James J. Mcintyre named execu-
tive vp of Wausau Insurance Cos. in
Los Angeles.

Koong-Kai Tse, who joined a pre-
decessor company of American In-
ternational Group Inc. in Shanghai
in 1927 and went on to hold senior

executive positions with many AIG
companies over a 70-year period,
died March 9 in New York. He was

91.

Frank Mike-Mayer named man-

GA

aging vp at Reliance National In-
surance Co. in New York.

Timothy R. Morse named senior
vp at St. Paul Fire & Marine Insur-
ance Co. and president of St. Paul
Medical Services in St. Paul, Minn.

Mr. Morse assumes leadership at St.
Paul Medical from Joe Nardi, who
was named executive vp of St. Paul
Fire & Marine and president of Spe-
cialty Commercial.

R. Scott Spriggs joined Guaranty
National Cos. in Englewood, Colo.,
as vp of product management. He
was formerly a product manager at
Progressive Insurance.

Gerald E. Meach named president
of American Community Mutual In-

surance Co. in Livonia, Mich.
J. Barry Griswell named presi-

dent of Principal Mutual Life Insur-
ance Co., succeeding David J.
Drury, who will continue as chair-
man and CEO of the Des Moines,
Iowa-based insurer.

Roger F. Harbin promoted to ex-
ecutive vp at SAFECO Life Insur-
ance Cos. in Seattle.

Kristin Welch Wall named execu-

tive vp and COO of the Louisiana
Workers' Compensation Corp. in
Baton Rouge, La. Dickie W. Patter-
son succeeds Ms. Welch Wall as

general counsel for the company,
and Jim Bourgeois named loss pre-
vention manager.

Agents/brokers

John H. Copenhaver named
president of Chicago-based Aon
Financial Products Inc., a unit of

Aon Capital Markets Inc. Aon Fi-
nancial Products creates struc-

tured investment and financial

risk management products.
Also at Aon, Russell Sands

named chairman of Aon Risk Ser-
vices Inc. of Northern California

Insurance Services and Edward

Kiessling named president of the
San Francisco-based operation.
Also, Paul Henriod named presi-
dent and John Bolger named se-
nior vp of Aon Risk Services Inc.
of Colorado in Denver.

Peter D. French named senior

vp-sales and marketing at WRIMS
Corp./USI, a San Clemente,
Calif.-based unit of USI Insurance

Services Corp. Mr. French former-
ly was senior vp of three Califor-
nia offices and western regional
manager for construction client
services at J&H Marsh & McLen-

nan Inc.

Thomas L. Weigand and Tim
O'Connor named manager and
deputy manager, respectively, of
the Minneapolis office of J&H
Marsh & McLennan. Mr. Weigand
previously held the same position
with Johnson & Higgins, and Mr.

O'Connor was manager of M&M's
Minneapolis office.

Sam J. Cunningham named se-
nior vp and director of employee
benefits at Calco Insurance Bro-

kers & Agents Inc. in San Mateo,
Calif.

Gary P. Pearl named president
and CEO of John P. Pearl & Asso-

ciates Ltd. in Peoria Heights, Ill.,
and Greggory S. Ketay named ex-
ecutive vp and chief operating of-
ficer of the firm.

Thomas F. DiGirolamo named vp
of Satellite Agency Network
Group Connecticut.

Excess/surplus lines
Mark M. Smith named execu-

tive vp and COO of wholesaler
Stewart Smith Group Inc. in
Nashville, Tenn.

James H. Levine named senior

vp and branch manager of the At-
lanta office of Swett & Crawford

Group.
Melodie Bankers named vp 01

governmental relations at Ken-
neth I. Tobey Inc., a Seattle-based
managing general agency.

Rick Williams named president
of Northern States Agency, a
managing general agency in St.
Paul, Minn. Mr. Williams, who
joined the MGA from Sedgwick
Inc.,succeeds Tyson T. Cross, who
has relocated with his family to
Olathe, Kan.

HMOs/PPOs

John T. Hinton named chief

medical officer of Choice Care/
Humana in Cincinnati after the

See C&G on page 17
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No European unity in risk management education
By MARIA KIELMAS

Risk management education in
Europe varies widely, but despite the
formation of new programs, no
moves toward a uniform risk man-

agement education system arebeing
taken.

In addition, the European pro-
grams largely are modeled after
those in the United States and Unit-

ed Kingdom.
For example, the French risk man-

agers assodation, Assn. pour le Man-
agement des Risques et des Assur-
ances de l'Entreprise, sponsors a
wholesale French-language version
of educational programs developed
by the Insurance Institute of Ameri-
ca. After passing a three-module pro-
gram, students receive an interna-

tionally recognized qualification, the
Assodate in Risk Management desig-
nation.

"We have imported the ARM pro-
gram in cooperation with the Insur-
ance Institute of America. It is given
in French with exactly the same ex-
arm as in the U.S.," said Thierry Van
Santen, vp of AMRAE and head of
risk management at Paris-based food
manufacturer Groupe Danone.

The AMRAE program also has
been exported successfully to

0 .

French-speaking countries in Eu-
rope, such as Belgium and Switzer-
land.

"We are too small, and our own

organization has only 60 members.
That is not enough to run an educa-

tona_ program," said Jerome
Brizad, risk manager at Geneva-
based pharmaceuticals company
Ares Serono Group and a board
member of the Basel-based Swiss risk

management association Schweizis-
che Vereinigung der Insurance &
Risk Management.

So French-speaking risk managers
in Europe use AMRAE's ARM course,
while other programs are organized
with the respective U.S. and U.K. risk

management associations, the Risk

& Insurance Management Sodety
Inc. and the Assn. of Insurance &

Risk Managers.
Some Swiss universities also teach

risk management as part of eco-
nomics and business courses. But

the risk management procedures
learned in those programs are geared
more to finandal risk management
used in banks and other financial in-

stitutions, Mr. Brizard said.

Risk management also forms part
of university programs in Belgium,
but the country is not large enough
to bring together assedatons to pro-

vide some kind of qualification cer-
tificate, sa-d Marie-Gemma Dequae,
risk manager at Kortrilk Belgium-
based wire and steel products maker
Bekaert B V.

Ms. Dequae herself teaches a
course in insurance management at

the University of Leuven, and risk

1*#rope . /

management forms a part of the
class. But, otherwise, the policy for
companies has been to import pro-
grams such as the AMRAE ARM or

others from the United Kingdom.
The rea1 problem in Europe -s that

the only two countries where risk

management has been developed
fully are France and the United
Kingdom, noted Mr. Van Santen.

Eberhard Knebel, managing direc-
tor of Bavaria Wirtschaftsagentur
GmbH, a Munich, Germany-based
captive insurance brokerage unit of
Bayerische Motorenwerke A.G., ex-

plained that Germany has a differ-
ent approach to risk management.

"The notion of a risk manager and
risk management is an Anglo-Saxon
concept. In Germany, the culture is
different. Here we are part of the
(company's) finance department.
We look after financing risk, and I
see myself as a risk-financing person
and a risk c6ordinator," Mr. Knebel

said. "We cooperate with the techni-
cians who specialize in loss preven-
tion and so on."

As a result, Gennan corporations
mostly conduct risk management
training in-house, he said. Addition-
al courses are organized by the feder-
ation of German industry or insur-
ance associations.

While attempts to forge a risk
management educational program
for all of Europe are beginning, the
effort is fraught with problems.

"We've now been working for 15
years on a common approach, but

nothing has come from Europe. Ev-
ery country wants to take the lead,"
said Mr. Van Santen.

"Every European risk manage-
ment association has a different or-

ganization," said Vicente Martin,
president of the Spanish risk man-
agement association Asociacion Es-

panola de Gerencia de Riesgos y Se-

guros. Mr. Martin also is assistant
risk manager at Spain's largest elec-

tricity utility, Empresa Nacional de
Electricidad S.A.

AEGRS has firm links with its

Latin American counterpart, Asoda-
don Latinoamericana de Gerenda

de Riesgos y Seguros and is a mem-
ber of the International Federation

of Risk & Insurance Management
Assns. AEGRS also provides various
short courses for Spanish risk man-
agers.

Spanish business and academic in-
stitutions are developing their own
tailor-made educational programs.

Fundacion Mapfre, the educa-
tion/charity ann of Madrid, Spain-
based insurer Grupo Mapfre, has a
five-year degree program with the
Universidad Ponifida de Commas in

Madrid. In addition, the Spanish
subsidiary of Swiss insurer Win-
terthur Group has developed a simi-

lar degree course with the Universi-
dad Pompeu in Barcelona, Spain.
Each course takes 40 to 50 students

every year, and Mapfre and Win-
terthur both provide financial sup-
port and faculty.

Risk management courses are
available in the Netherlands

through a joint program supported
by the Rotterdam-based insurance
education organization, Assurantie

Opleideng Centrum, and broker
See Europe on page 64
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YOU'D BE AMAZED AT THE KINDS OF THINGS

WE CAN MAKE INSURANCE DO.

Risk managers bring their complicated insurance problems

to Bermuda. But they bring their knottiest risks :o Chubb

Atlantic Indemnity. We can untie complex problems and find

innovative solutions to secure them. In fact, Chubb Atlantic

offers more insurance products and services than any other

carrier on the island. From traditional D&0 and excess

insurance to finite risk, captive reinsurance and blended

insurance to complex one-off deals.

Our flexibility with forms and programs makes us fast and

easy to work with. And our willingness to listen means we'11

find ways to protect your risks. We can even use insurance

to solve balance sheet or income statement probl.ms.

Owned by a corporation with more than $19 billion in assets

and 115 years of experience, Chubb Atlantic has the financial

strength and stability to make it a comfortable choice for

clients in the Fortune 2000. So if you're all tied up with a

complicated problem, contact Chubb Atlantic. We've got

some amazing rope tricks.

CHUBS

Chubb Atlantic Indemnity Ltd. Belvedere Building, P.O. Eox HM 660,
Hamilton HM CX, Bermuda (441) 292-7343

The precise coverage afforded is subject to the terms, conditions and exclusions of the E olicics as issued.
Coverage may nor be available in all jurisdictions.

£11 FOCUS
Europe
continued from page G2

Aon Group Inc., which has a large pres-
ence in the Netherlands through its predeces-

sor's 1991 acquisition of Dutch broker Hudig
Langeveldt Groep B.V.

It is a one-year oral course, though it is not

considered equivalent to a university course.
"We want to upgrade it to a university-level
qualification in cooperation with the risk man-
agement department at Erasmus University in
Rotterdam," said AOC Director Gerard Agter-
berg.

But other European countries, including
Sweden, do not plan to create university4evel

risk management courses.
Swedish students can take part in a variety of

risk and insurance courses available from dif-

ferent insurance organizations, said Olof En-
gfeldt, project manager at Stockholm-based
IFU Utbilding A.B., an insurance education as-
sociation. The courses lead to risk manage-
mer_t certificates rather than formal degrees,
and students are expected to hold a first degree
in a subject, such as civil engineering, and ac-
quire risk management qualification alongside
work experience, he said.

IFU was owned jointly by all the insurance

companies in Sweden. But the five top
Swedish insurers, Skandia, Trygg-Hansa, Lans-
forsakringar, Wasa and Folksam, quit the orga-
nization, saying they could no longer justify
cooperating in insurance education when they

are competing in the marketplace, said Mr. En-
gfeldt. In a firsthand risk management exer-
cise, IFU General Manager Nils Erik Anderson
took up the 80% equity in the company the
five insurers left behind. "The manager was
willing to take this risk," said Mr. Engfeldt.

IFU provides a five-week course in risk man-
agement in cooperation with the University of
Linkoping. Employees from insurance compa-
nies and brokers participate. Other courses in
loss prevention and risk management are pro-
vided by the Swedish fire institute, Statens Rad-
ningsverket, which provides a one-year fire en-
gineer course at Lunds Tekniska Hogskola, the
Lund technical university, and the employers
assodation, Svensk Arbetsgivares Forening.

Mr. Engfeldt emphasizes these are just limit-
ed courses, not in-depth degree programs.

Swedish risk managers usually acquire inter-
nationally recognized qualifications from insti-
tutions in the United States or United King-
dom. This is a natural development, as Sweden
has many multinational corporations relative
to its small population, and insurance compa-
nies have tended to follow their domestic

dients abroad.

"So risk managers have lots of experience
abroad. Many have foreign qualifications, and
that indudes courses from the U.K. or the

US.," Mr. Engfeldt added.
There is a cultural difference between

Swedish risk managers and their counterparts
in the United States and other parts of Europe.

"Many of the risk managers in the industry
have started as fire engineers in the fire brigade
or as risk engineers in insurance companies. As
the risk managers are engineers, the focus of-
ten is set by them and on technical solutions
instead of focusing on the reason for people's
risky behavior," Mr. Engfeldt said.

"I don't foresee a market for university pro-
grams in risk management. lf you could show
the politicians that they could save money by
employing people working as risk managers
within the municipalities there might be a
growing need for educated people," added Mr.
Engfeldt.

Only a limited number of opportunities ex-
ist in Europe for higher education degrees,
such as a master's degree, in risk management.
Fundacion Mapfre and the Madrid-based in-
dustry association Institute Superior de Se-

guros provide a two-year full-time program for
a master's degree in risk management.

Subjects such as loss prevention, risk defini-
tion and alternative risk finandng are covered,
but Mr. Martin acknowledged that alternative
risk transfer techniques still are in their infan-
cy in Spain.

But AMRAE in France has taken the initia-

tive of teaching risk finance through courses in
finandal risk management.

"We have a contract with the French treasur-

ers association to provide presentations and
conferences about global risk management
and new financial techniques. The finandal
sector is more following us than we following
them," said Mr. Van Santen.

AMRAE together with Bordeaux University'S
business school, Ecole Superieure du Com-
merce, have created Institute du Management
des Risques, where students can earn master's
degrees in risk management. The European
Federation of Risk Management & Insurance
endorses this program.

But Mr. Van Santen remains cautious about

the burgeoning number of opportunities in
risk management education in France. "The
main problem with education is that too
many schools are developing risk manage-
ment courses which are purely theoretical, or-
ganized by teachers, professors with no contact
with industry. Risk management has become
very fashionable. Every week there is a new
course," he said.

As a result, young people in France, where
unemployment-and in particular youth and
graduate unemployment-remains very high,
are left with great expectations but no jobs.

"In risk management, you can learn some-
thing. But in Europe, many young people stay
on at university as long as they can. After two
or three degrees they might seek a job. All of
the universities are encouraging this trend be-
cause they make money out of courses," Mr.
Van Santen added.

Risk management has become just as fash-
ionable in Spain, but students there take a
much more pragmatic approach, said Mr. Mar-
tin. "These people will not be working as risk
managers immediately but within insurance
companies and brokers as well as other indus-
try," he said.

Small and medium-sized enterprises in Spain
are unable to afford full-time risk managers be-
cause such an appointment would cost too
nnuch.

"But now we are seeing the creation of more
risk management consultancy companies. Em-
ployment opportunities are increasing because
there is a greater awareness of risk," Mr. Martin
noted.

Sweden's IFU Utbilding has moved some of
its education to a lower end of the social spec-
trum by providing courses for unemployed
youths in cooperation with the Swedish gov-
emment. People come to school for two days
a week to learn subjects such as risk manage-
ment, risk analysis and loss prevention in the
context of areas such as local emergency ser-
vices, health and education services, and mu-

nicipal planing departments. The remaining
three days are spent in work training at police
or fire departments, hospitals and nursery
schools.

"It teaches people how to work and gives
them some idea of loss prevention activities.
And we hope they will find a job at the end,"
said Mr. Engfeldt.

Mr. Engfeldt's role in IFU includes organiz-
ing courses in Eastern Europe and the former
Soviet Union. But those areas are way behind
the risk management education known in the
West. "Our normal activities there involve ed-

ucation in such things as solvency. We have
courses in marine and aviation insurance, but
in all or most of the courses we have to define

what is a risk before we teach how to insure it,"
he added. [all
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Risk management moving up in class Attitude toward field
Additions, improvements show importance of field for senior managers
By CAROLYN ALDRED Mr Ward thinks all senior management," he said

creates more access
managers are required to man- London-based C-ty University

LONDON-Some U K univer- age risk and that knowledge of Business School also offers a But undergraduate offerings still lacking
sities are beginning to offer post- risk management issues and post-graduate master of science
graduate risk management pro- techniques should not be con- degree in insurance and risk By CAROLYN ALDRED needed
grams, while others are revamp- fined to professional risk man- management; students can at- On the other hand, AIRMIC

ing their programs, as risk man- agers tend full-time for one year or LONDON-While risk man- and private companies such as
agement increasingly is recog- In today's climate of

44

increas- part-time for two years agement education may be brokerages, law firms and con-
nized as a vital aspect of business ing change, technology and The course, which began in lacking at the undergraduate sulting firms provide very use-
education competition there is a need to 1995, currently has 60 students, level in the United kingdom, lt ful briefings, bulletins and sem-

Although Just a handful of manage 35 are studying parr-time is becoming more accessible at mars to help risk managers'
universities in the United King- The part-time course, which the post-graduate level, as both continuing education, agreed
dom offer dedicated risk man- involves one afternoon and one institutions and professionals Ms Gibbins, Mr Butterworth
agement programs, more man- evening session each week, at- recognize the value of having a and AIRMIC Executive Director

agement schools are incorporat. j Aingd5  tracts risk manageis whose em- strong foundation in Ina Barker

ing risk management into their A ployers often pay for the classes, risk management Also, post-
curricula because risk manage- / 12 _*i-* - said Professor Gerry Dickinson, Risk manage- I'*59 h graduate risk
ment increasingly is seen as an /  director of the investment, risk ment education is i United 11 management

management and insurance de- becoming more j Kingdom st . 1 1 education
manager partment accessible to pro- * '--.»   Provided by

Southampton University's The full-time program, mean- fessional and universities

School of Management, one of uncertainty while, attracts students from all managerial em- and profes-
England's foremost centers for much more systematically Risk over the world, including Eu- ployees, as

**

sional insti-

management education, started management now has a very rope, Asia and the United States more universi- tutions has

a master of science in risk man- high profile," said Mr Ward Most are risk managers or insur- ties include "improved dra-
agement degree program in Oc-

14

Programs like ours will equip ance company managers, said risk management in matically over
tober 1996 It is a one-year, full- people very well in this environ- Mr Dickinson their post-graduate and bust- the last 12 months," said Ms
time program aimed at senior ment," he said As the school is based in the ness administration degrees Gibbins
middle managers who want to For the more-senior manager, Barbican, at the heart of Lon- and professional institutions "Risk management educa-
expand their risk management Mr Ward also is looking at es- don's financial district, the include risk management re- tion is coming to the fore gen-
expertise, said Stephen Ward, se- tablishing a master of business course prides itself on keeping quirements among their pro- erally as an important issue
nior lecturer at the university administration program that is abreast with state-of-the-art fi- fessional qualifications for all sorts of professional sec-

Risk always has been an impor- more focused in risk manage- nancial developments in risk However, basic risk manage- tors, including engineering,
tant part of Southampton's man- ment Although he recognizes management, Mr Dickinson ment education remains sorely surveying, the legal profession,
agement teaching, both in terms that most MBA programs offer said lacking, and still only one audit and other accounting
of how to avoid it and how to some form of risk management "We draw on the fact we are in British university offers a bach- work, actuarial work and cor-
harness it positively to benefit a education, he thinks there will London, using a lot of guest elor's degree solely m risk man- porate treasury
business, according to Mr Ward be a growing demand for a more speakers from London compa- agement, risk managers point Many professional organiza-

When the university encour- specialized risk management nies and maintaining close links Out tions include risk management
aged the management school to MBA with finance and corporate trea- "There is very little by the within their professional quall-
set up new master's of science Nottingham University shares sury departments," he said way of primary risk manage- fications, often coming to the
programs, one in risk manage- that view It is launching its own As a result, the course focuses ment education," said Chris Institute of Risk Managers to
ment seemed obvious, Mr Ward MBA course in insurance and on the financial and strategic as- Holden, assistant group insur- help produce and grade exami-
said "Increasing people's aware- risk management in October pects of risk management to a ance manager with the Lon- nation papers, said Ms Gib-
ness of risk management became 1999 greater degree than the techni- don-based chemicals group bins
our pet prolect," he said Nottingham University's School cal, loss prevention side, Mr Coutaulds P L.C One professional group try-

The program Southampton's of Management and Fmance, a Dickinson said Mr Holden, director of pro- ing to increase its members'
School of Management offers is renowned center of insurance The department likely will fessional standards for the knowledge of business risk
"not focused on any particular learning, iS using a £400,000 split the program for the coming Assn of Insurance & Risk Man- management is the Assn of
area of risk management," said ($667,600) donation spread over academic year, commencing in agers, pointed out that Glas- Corporate Treasurers
Mr Ward, pointing out that five years from the Worshipful October 1998, to provide a mas- gow Caledonian University in Although the association has
"risk management can mean dif- Company of Insurers, a London- ter's degree program in insur- Scotland remains the only included risk management in
ferent thin65 to different peo- based professional organization, ance and a separate master's pro- British university to offer an its professional qualifications
ple" and encompasses a wide to boost its risk management and gram in risk management It also undergraduate program m risk for some time, it is currently
range of areas, including health insurance post-graduate teaching. is looking at starting an MBA in management, despite recent "trying to promote awareness
and safety, finance, prolect man- Beginning in 1999, the school risk management program moves by other universities to of business risk," said a
agement and occupational will offer a post-graduate master New ways of financing risk incorporate risk management spokeswoman To launch its
health of arts degree in risk manage- and the growth of strategic risk into post-graduate courses (see risk management awareness

The Southampton course aims ment and an MA degree in insur- management mean the subject is related story.) campaign, the association re-
to recognize the multidisci- ance studies, as well as an MBA becoming far more diverse and As a result, risk managers still cently published a book enti-
plinary nature of risk manage- in insurance and risk manage- challenging, according to Mr largely come from brokering or tled 44

The Management ot Cor-
ment, allowing practitioners to ment, said Stephen Diacon, se- Dickinson insurance backgrounds, he ob- porate Risk A Framework for
better integrate the many aspects nior lecturer in insurance stud- My personal view is that, in served Directors," by Judith Harris-
of risk management, he said leS the longer term, risk managers Mark Butterworth, group in- Jones and Louise Bergen, both

The management school has Nottingham University now will have to have a general man- surance and risk manager for directors of the association It
close ties with the Assn of Pro- offers classes in risk manage- agement education and not London-based Prudential Corp also is holding a conference in
lect Managers, a professional or- ment, insurance and legal liabili- come exclusively from an insur- PLC, agreed that more prima- London on July 2 entitled
ganization of construction and ty as options for its undergradu- ance background Risk managers ry risk management education Managing Business Risk
engineering managers located in ate management and industrial will have to be more aware of fi- is needed at universities Ms Barker said professionals

"London, and helped the associa- economics students nancing risk and the whole run- More universities should from many fields now have risk
tion draw tip a set of risk man- "The new degrees will be help- ning of a business to give them look (to start) risk management management incorporated into
agement guidelines ful for professional development the skills to move up into senior degrees I'm slightly puzzled as their professional qualifica-

Students taking the course- in insurance and risk manage- management," Mr Dickinson to why universities have not tions
there are now six-study topics ment There are very few post- said developed risk management "I believe it'S a good thing
that include systems thinking; graduate degrees in insurance or Glasgow Caledonian Universt- degrees," said Mr Butterworth that other professionals should
strategic planning, decision the- risk management," said Mr Dia- ty, still the only British university Maureen Gibbins, chief exec- have a broad awareness of risk
ory, prolect risk management, con to offer a risk management pro- utive of the Institute of Risk management concepts," said
operational risk management, The MBA will be "designed for gram for undergraduates, is un- Management in London, also the Prudential's Mr Butter-
including crisis and continuity people already in management dergoing an extensive review of pointed out that more primary worth
risk management, and finance positions to provide up-to-date ltS bachelor of arts risk manage- risk management education is See Access on page GB
and insurance developments in all aspects of See Graduate on page GS
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Graduate
Continued from page G6

ment program, said Lynn Dren-
nan, senior risk management

and acting assistant head of the
Department of Risk and Finan-
cial Services.

"We are carrying out a large
market research exercise among
graduates and prospective and

current employers of our gradu-
ates and plan to use the feedback
in our course planning over the

next four to five years," she ex-
plained.

Glasgow Caledonian's four-
year program is well-supported
by the insurance industry and
currently has 180 students, in-
cluding many from overseas. It
has traditionally been very fo-
cused on the technical and prac-

tical aspects of risk management.
"A very important feature of

the program is industrial visits,
where our students carry out risk

surveys," said Ms. Drennan.
While the surveys are just class-
room exercises undertaken early

in the program and are not actu-
ally used by the companies visit-
ed, they introduce students to
important risk management
concepts.

To reflect the growth of pub-
lic-sector risk management in
the United Kingdom, 30 stu-

dents are provided with 10-week
paid internships in the risk man-
agement departments of munic-
ipalities during the program. Stu-
dents are paid through a spon-
sorship arrangement with

Zurich Municipal-a unit of
Zurich Insurance Group that is

the United Kingdom's leading
insitrer of public authorities-to
work in municipalities Zurich
ensures.

The employment rate among
the program's graduates is very

Access
Continued from page 66

Mr. Butterworth also emphasized
the importance of risk managers
themselves broadening their educa-
tion.

Sponsored by his employer, Mr.
Butterworth received an MBA at

'Risk managers normally
are technically well
qualified but are often
too narrowly focused,'
says Mark Butterworth.

London's City University Business

School a few years ago and has
found it extremely useful.

"I wanted to give myself a broad-
er awareness of business issues and

a greater confidence. A greater
awareness of business strategy and
corporate management has been
immensely helpful to me," he said.

rimmn.....8

high, with most leaving to join

the risk management depart-
ments of large industrial and
commercial companies or work-
ing with consultants or insur-
ance brokers, Ms. Drennan ex-

plained.
Future changes in the program

likely will reflect "the wider busi-
ness risk" now faced by compa-
nies, she said.

"The risk management course

'1 see risk management
as a fundamental

business discipline
wiltlin an organization,'
says Lynn Drennan.

has focused on industrial and

process risks" up until now, she

said, adding that it will in the fu-
ture indude much more busi-

ness risk, such as reputation and

finandal risk management.
"I see risk management as a

fundamental business discipline
within an organization," she
said.

The university also offers a
master's degree in risk manage-

ment, and in a recent develop-
ment, Glasgow Caledonian has
linked up with the Institute of
Risk Management, a London-

based professional organization,
to provide an "open learning"
master's program for profession-
als studying for the institute's fel-
lowship qualifications. The uni-
versity also runs non-degree risk
management courses for senior

managers.
"I would like to see all senior

people have an understanding
of risk management, not just the
risk managers. There is a strong
relationship between risk man-
agement and quality manage-
ment," said Ms. Drennan.

The MBA allowed him to go into
greater detail in areas of business
such as finance and accounting and
provided him with a broader per-
spective across the whole of a com-

panfs operations.
"Risk managers normally are

technically well qualified but are of-
ten too narrowly focused," he said,
pointing out that an MBA allows
risk managers to broaden their hori-
zons.

"Given that the whole issue of

corporate governance is growing

and that risk management is chang-
ing to be a corporatewide function,
it is increasingly important for a risk
manager to be able to understand
each area of a company," Mr. But-
terworth said.

He also said some of the more

specialized risk management MBAs

being developed by some universi-
ties may not be what risk managers
need.

"1 would steer clear of an MBA

specializing in risk management.
That is not necessary," he said,

adding that the broader the MBA,
the better. Eli
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Risk is university material in Japan
Course on risk management is offe red for the first time

By YVETTE HIGGINS

TOKYO-For the first time, a

Japanese university plans to offer a
course on risk management, as part

of a growing national recognition of
the importance of risk management
education, polides and planning.

Starting in April 2000, students at
Aoyama University at Shibuya,
Japan, will be able to enroll in a risk
management course that is slated to
become the centerpiece of the uni-
versity's program in management
studies, according to Isao Takei, a
professor in the university's depart-
ment of business administration.

Mr. Takei said he hopes the school,
near Tokyo, will become one of
world's leading universities for un-
dergraduate risk management
courses.

Those are high aspirations, given
that the practice of risk manage-

ment itself is still in its infancy in
Japan, according to Yasuhiko Ushi-
ba, chairman of the Tokyo-based In-
temational Risk Management Soci-
ety of Japan. The IRMSJ is a non-
profit organization designed to sup-
port risk managers and promote risk

management.
Mr. Ushiba said he knows of no

Japanese companies that have a full-
time risk manager or even a depart-
ment or section specializing in risk
management. "In many companies,

responsibility for insurance place-
ment and loss control is divided

among two or more departments,"
he said.

Mr. Takei admitted that risk man-

agement studies are not widely rec-

ognized by either Japanese govern-
ment or business, but he expects

that situation will change in the
next 10 years, as organizations in-
creasingly implement risk manage-
ment techniques. The 1995 Kobe
earthquake (BI, Jan. 23, 1995; Jan.

30, 1995) highlighted the need for
risk management, Mr. Takei noted.

Additionally, in the last three
years, Japan has seen an increase in

the frequency of kidnap and ran-
som cases, terrorist activities and lit-

igation against companies and the
government. These developments
further highlight the need for cor-
porate and government risk man-
agement policies, risk management
planning, and education and train-

ing, Mr. Takei said.
"Risk management is the 'in

thing' in government and financial
institutions," he said.

To date, several Japanese risk
management organizations, includ-
ing the Tokyo-based Assn. of Risk
Management (Japan), which has a
role similar to that of the IRMSJ,

have attempted to develop educa-
tional programs but with limited
success, Mr. Takei said.

Tadashi Maruyama, the executive
director of the ARMJ, said his associ-

ation offers an introductory risk
management program by corre-

spondence for people new to risk
management.

Mr. Maruyama is also the presi-

dent of the privately owned, Tokyo-
based Risk Management Center Co.
Ltd., which last year held an eight-
day risk financing seminar and will

offer a loss forecasting course this
year.

And Mr. Maruyama said that
some Japanese universities now ad-

dress risk management subjects,
though they limit discussions to risk
financing within insurance courses

(BI, April 10, 1995).
But Mr. Takei said courses need to

be broader than just insurance. "In-

surance is a part of risk manage-
ment, but it should not be the

whole of risk management," he
said.

Japan

Mr. Ushi-

ba said the IRMSJ does not offer risk

management courses. However, Mr.
Ushiba's consulting firm, Tokyo-
based Ushiba International Office,

has provided risk management lec-

tures and educational programs for
the past 10 years. Ushiba Interna-
tional offers courses in risk manage-
ment techniques, risk measurement

and fundamentals, property loss ex-
posures, risk control, financing
tools, and exposures such as public
liability and professional liability,
including directors and officers, Mr.
Ushiba said.

But because risk management is

relatively new to Japan, few people
have the skills to develop or teach

risk finance and risk management
educational programs, he said.

Mr. MaIuyama conclirred. He said
that Japan is advanced in terms of
corporate safety, security and envi-

ronmental protection, but very few
companies know about risk finance,
advanced insurance programs, cap-
tive insurers or the use of derivatives

as risk-financing tools. "The largest
problem is that most top manage-

ment in Japan is still not aware of
the necessity of risk management in
a borderless new world," Mr.

Maruyama said.
Still, some resources are available.

Mr. Takei said that more managers
are using software to help reduce
credit risks within company portfo-
lios. "Software developers have suc-
ceeded in developing programs that
identify risks and find alternative so-
lutions," he said.

Managers also use checklists and
consulting services.

Risk management specialists ad-
mit that earthquakes are one major
risk that most companies now ad-
dress and manage well. Mr. Maruya-
ma said that after the Kobe earth-

quake, many companies reviewed
their earthquake contingency plans,
including how to supply drinking
water and food and implement

emergency and evacuation pro-

grams. Others determined whether
their factories and offices were

earthquake-proof and took precau-
tions if the facilities proved to be in-
adequate.

Mr. Takei said many companies

now consider their responsibilities
in an earthquake to extend beyond
employees, to their families and the
wider community. Other compa-

nies are developing earthquake risk
management reports that outline
strategies for dealing with the media
and the government, and for deter-
mining company spokespeople.

Mr. Maruyama said emerging
risks that companies and the gov-
ernment face include product liabil-
ity, professional liability and direc-
tors and officers liability, as well as

potential litigation over intellectual
property rights and employment
practices. In addition, legal action

over environmental damage will in-
crease and new risks will emerge
from changing weather patterns, he
predicted.

Corporate suicide is another risk
that companies must guard against,
Mr. Takei said. The suicide rate

among company directors, owners
and employees has risen in recent
years due to increased work pres-

sures and Japan's long recession.
More than 100 Japanese people
have killed themselves in the last

three months because of work-relat-

ed pressures or business failures, he
said.

In a recent, widely publicized
case, three businessmen, each of

whom was president of a small
company, committed suicide to-
gether after one of the companies
went bankrupt. The three were
friends and had previously helped
each other financially, he said.

Mr. Takei said that while compen-
sation for families of employees and
managers who commit suicide be-

cause of work-related stresses is pro-
vided by Japan's workers' compen-
sation system, the payments can
sometimes be insufficient, causing
the families to sue employers for
damages. Mr. Maruyama said a

court recently ordered Okayama-
based Kawasaki Steel Corp. to pay
compensation to the family of a
man who had worked abnormally
long hours and committed suicide
because of work pressures.

Because Japanese courts have

awarded damages to the families of
those who have committed suicide

equal to one or two years of the de-
ceased's salary, companies should
take steps to minimize risks, Mr.
Takei said. Larger employers are im-
plementing counseling and educa-
tional programs to help workers
manage stress and depression, he
noted.

In Japan, a life insurance policy
will pay benefits if an insured per-
son commits suicide, but only if the
policy has been in force for more
than 12 months. Mr. Takei said sui-

cides in the 13th month from poli-
cy inception are common. Ell
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Market changes fuel interest in education
By KAUMUDI MARATHE

BOMBAY, India-The potential

for deregulation and foreign in-
viistment in the Indian insurance

market is prompting greater

awareness of the need for quality
risk tnanagement education in
the country.

Although privatization plans
suffered a setback last August,
the recently elected govern-
ment is likely to go ahead with

deregulation of the insurance
sector by year end.

While foreign companies await
deregulation, many are gaining a
foothold in India by establishing risk
management consulting operations.

' India needs a Western input of

risk management techniques, soft-
ware and logical, thorough atti-
tude," said T. Ramanan, chairman of

the Bombay-based Indian Institute

of Insurance & Risk Management.
A variety of risk management

coilrses is available in India, and the

number of professional risk man-
aders and consultants has grown.

The IIIRM, a pioneer in creating
awareness about risk management
in 1*lia, has been the primary insti-
tute for teaching the subject.

India does not yet offer its own

risk management certification, but

through the HIRM, the London-
based U.K. Institute of Risk Manage-
ment has conducted exams here

India

since 1992. The degrees, which con-
sist of a two-year associate in risk
management or a 21/2-year fellow-
ship in risk management, are recog-

nized throughout Europe and Asia.
"Three Indians have even topped

the lists of foreign students in
Britain," said Mr. Ramanan, who is

also group controller of risk manage-
ment at Hindustan Lever Ltd., one

of India's leading corporations.

In addition, one of the required
courses both for associate and fel-

lowship status in the Indian Insur-
ance Institute in Bombay is derived
from the model of U.K.'s Chartered

Insurance Institute in Seven Oaks,

Kent. Since its inception in 1992,

102 students have completed the

course in India. While only three

graduated the first year, the figure
rapidly rose to 32 in 1997.

"Youngsters are enthusiastic," said
Mr. Ramanan. "Established man-

agers are also realizing they must
learn new tricks."

Meanwhile, the avenues for risk

management study are more
promEing than a decade ago.

"Our education methodologies
are borrowed from the West, so

they compare quite favorably,"
said Uttara Vaid, senior deputy gen-
eral manager at Tata Risk Manage-
ment Services, a safety, insurance
and environmental consulting firm
in Bombay. Ms. Vaid was the first In-
dian to qualify, by exam, for a fel-
lowship in the LIIRM.

A. Rengarajan, deputy general

manager of Cholamandalam Hazard
Management in Madras, said Up-to-
date insurance education is available

in India at several institutions.

The IIIRM program includes sub-
jects such as business finance, cori»
rate insurance management, risk

survey and analysis, insurance,
health and safety, and public, prod-
uct and environmental liability.

Other institutions also offer risk

management studies, but these are
less intensive than the IIIRM pro-

gram. The four Indian Institutes of
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Technology and the Administrative
Staff College of India, located in Hy-
derabad, conduct short courses. In

Maharashtra, the Board of Technical

Education offers an advanced diplo-
ma course in industrial safety.

India's biggest insurer, the Gener-
al Insurance Corp., headquartered in
Bombay, also has recognized the im-

portance of risk mailagenient educa-
tion. With its auxiliaries, the GIC re-

cently decided to sponsor students
for the IIIRM exam as a prelude to

making the exam indigenous, an in-
stitute representative explained.

Still, most training for GIC em-

ployees occurs at the National Insur-
ance Academy in Poona. Risk man-
agement is part of the required
coursework, but GIC companies do
not yet hire risk managers as consul-
tants, an NIA guest faculty member
said. The academy also annually

hosts three two-week workshops for
established managers.

In addition, frequent national and
international seminars, conferences

and workshops are held by the II-
IRM, the NIA, various chamber bod-

ies, and schools such as the Indian

Institute of Management in Banga-
lore and the Jamnalal Bajaj Institute

of Management in Bombay. These
contribute to increased awareness

and interest in risk managenient.
Arvind B. Modgil, senior vp of

works at National Organic Chemical
Industries Ltd. in Bombay, said, "In

the post-1990 scenario, risk manap-
ment has become an integral par: of
general management, especially in
the chemical sector."

Nonetheless, while high-end com-

panies such as HLL and NOCIL have
access to risk management informa-
tion and resources, smaller Indian

companies do not. Mr. Ramanan
said he thinks these will become in-

creasingly available if Western risk
matiagement consulting companies

set up shop in India.

"But they seem reluctant," he said.
"One reason is that our fees are s o

low. The second is that India is stll

relatively safe from fire and explo-
sion hazards, so people have not felt
the need for outside help. On.y
high-risk companies like Hindus-an
Petroleum Corp. Ltd. have risk man-
agement consultants."

Mr. Rengarajan agrees. "In India,
risk management is still primitive.
Except in high-risk industries, few
companies appreciate the need for
it." Most companies rely on in-
house managers, and risk managp-

ment is usually paired with safety.
But Ms. Vaid said awareness of risk

management is spreading. "When a
company is subject to inspections, it
will feel the need to benefit from

good advice," she said.

The field of risk management in
India is still too new to be holistic. It

remains Inore focused on operations
Continued on next page
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India
Continued from previous page
than strategic planning. Spedfically,
it tackles industrial and environ-

mental risk, but not finandal, and in

most cases, certainly not portfolio
risk and risk to reputation.

Not even TRM and Cholaman-

dalam, the only two full-time Indian
risk management consultants, offer
financial risk management services.

"The idea of financial and perfor-
mance guarantees has still not taken
off," explained Mr. Ramanan. Finan-
cial risk and corporate governance
remain the domain of a corpora-
tion's treasury department, which
handles commodities, credit and

currency risk. The risk management
department may be responsible for
directors and officers liability.

Insurance expert H.K. Nigam, who
teaches at the National Insurance

Academy, said several finandal com-
panies are now venturing into risk
management services in the hope of
collaborating with foreign insurers.
TRM and Cholamandalam also

have recently entered into joint ven-

tures with foreign companies.
TRM was started in the late 1970s

as the insurance division of the giant
Tata Sons, one of India's top indus-
trial groups. TRM has entered into a
public venture with American Inter-
national Group Inc. that becomes
operational April 1. The joint ven-
ture will provide consulting for Indi-
an and multinational companies.

The 3-year-old Cholamandalam
Hazard, part of the Murugappa
Group in Madras, has launched a
joint venture with U.K. insurer

Guardian Royal Exchange P.L.C.
Many professionals think that

while their initial Indian risk man-

agement education is more than sat-
isfactory, training for the established
risk manager is sub-par. In-house
training is rare.

Even at TRM, risk management
training is through hands-on experi-
ence, Ms. Vaid said. "But employees
are encouraged to obtain interdisci-
plinary qualifications," she noted.
"Engineers can study insurance; in-

surance specialists study law."
TRM does offer other resources for

risk managers to stay abreast of tech-
nology and techniques. "We try and

obtain the latest software and attend

relevant seminars and workshops,"
Ms. Vaid explained.

At NOCIL, "risk management has
been an integral part of the compa-
ny almost since its inception in
1961, due to its assodation with the

Royal Dutch/Shell Group," Mr.
Modgil said. Many senior managers,
he said, were exposed to Shell's of-
fice and chemical plant design then
and used that experience for NOCIL.

Risk management "has the sup-
port and commitment of the top
management," Mr. Modgil said. It
stays current with software and en-
ergy management plans, and it has
adequate manpower and budgets to
educate its employees. NOCIL trains
officers and encourages them to at-
tend external courses and work-

shops. It also conducts a three-day
course for officers and managers ev-
ery quarter on hazard analysis and
risk assessment.

So far, 200 employees have re-
ceived this training. In addition, 25

members of NOCIL's production
and engineering staff hold advanced
diplomas in industrial safety.

The company policy for hiring

DUSm€66 1765'UTUTLCe, 1VldICIl JU, 1330 / Ull

managers also is stringent. Experi-
ence is as important as qualifica-
tions. "Risk managers cannot be
hired from institutes," Mr. Modgil
said. "They have to work in a partic-
ular industry for at least 10 years be-
fore they can become risk man-
agers."

NOCIL's efforts have resulted in a

change in national policy. A three-
day certification course for drivers of
hazardous goods was designed by

the company in conjunction with
the Loss Prevention Assn., a govern-

ment body with offices in Bombay
and Delhi that disseminates infor-

mation to industry. The course was
approved by India's Central Ministry
of Surface Transport.

At HLL, with a 20-year-old risk

management division, the benefits
are many. They indude annual saw
ings in premiums of about 60 mil-
lion rupees ($1.5 million) due to
proper risk identification and survey,
and techniques such as self-insur-
ance and holding high deductibles.

The company also has seen a maxi-
mization of premium discounts un-
der the Indian tariff system for effi-
dent risk management practices and

Making the most of a risk management association
By Ina Barker

the same way, no risk
0 MAN IS AN ISLAND-in

management assodation is
an island. It is there to serve its

members; without achieving this,
it does not have a purpose and will
not survive. In what way do risk
management assodations such as
the Risk & Insurance Management
Society Inc., the Assn. of Insurance
& Risk Managers and ALARM, the
U.K. assodation of local authority
risk managers, provide that service?

There are three primary roles:
• Representing members'

interests to governments, other
government agencies, professional
bodies, the insurance and risk

financing industry, and the media.
• Acting as a source of valuable

information to enable its

members-whether they are risk or
insurance managers or from other
risk management disdplines, such
as finance and treasury, health,
safety or environment, etc.-to
learn or be made aware of latest

developments.
• Providing a forum for

networking with peer group
members and other risk

professionals not only in their own
country but worldwide in a non-
confrontational or competitive
environment.

To be an effective assodation is a

two-way process. As in many
things in life, you really get out of
it what you put in. As a member,
that contribution can range from
participating in surveys, which
provide valuable information and
ammunition with which to lobby,
to major partidpation in a task
group developing a new concept or
product that will be of real benefit
to all the member companies, their
risk managers and the risk

management community at large.
With the changing pattern of

risk management roles within
organizations and the time
constraints, it is important for the
risk management association to

recognize the differing needs of its
members. These may range from
actively sharing highly
sophisticated management and
technical developments and tools,
with each member who

partidpates enhancing his or her
skills and aiding his or her career
development, to the more passive
member who is happy to receive
regular information through
newsletters, etc.

Judging whether the risk
management assodation is
effective and valuable to its

members depends on the success
of fulfilling its various roles. In the
case of lobbying, it is often difficult
to prioritize those issues that are
critical to members and worth the

energy needed to represent their
views. Due to limited human and

finandal resources, it is necessary
to limit lobbying to issues relevant
to the majority of members. Here
in the United Kingdom, such
issues as terronsm insurance, the

Year 2000 problem, environment
legislation and corporate
governance have had top priority.

Networking seems to work
extremely successfully (more often
perhaps behind the scenes), with
members contacting each other to
discuss mutual concerns and

problems. Increasingly the use of
the Internet is proving extremely
useful for exchanging messages
with members worldwide for

problem-solving and sharing
information.

Before too long, let's hope a
major proportion of the
communication to members can

be provided electronically; this has
the advantage of speed, being
totally up to date and in the longer
term more economical.

Do risk managers use

associations effectively?
Active members select which

assodation activities they want to
contribute to. Special interest
groups, such as the ones AIRMIC
sponsors for captives, employee
health, integrated risk
management and environment, as
well as the industry groups, such as
retailers, finandal institutions and

utilities, are all valuable forums for

exchanging ideas and pursuing
concerns on current risk

management topics. Members in
these groups probably are
obtaining the greatest value from
the assodation because they are
focusing on what is of primary
interest to them.

The key to these spedal groups is
the trust that members have in

each other.

Do the associations

really serve members?

This depends on the range of
services provided. In the case of
AIRMIC and RIMS there is a

continuous stream of activity, from
monthly newsletters to seminars
and the renowned RIMS annual

conference, as well as the area

meetings. From a recent survey
AIRMIC carried out, members

indicated they were satisfied with
the services they receive.

Often risk management
assodations, particularly many of
the smaller ones throughout
Europe and other parts of the
world, are staffed entirely by
voluntary support-mainly by

their members. This inevitably

limits the service they can provide
to their members. This is where a

federation or regional organization,
such as the Federation of European
Risk Management Assns. and the
Federation of Asian Pacific &

African Risk Management
Organizations, can be of benefit.
By pooling resources, it should be
possible to increase the activity on
a targeted and worthwhile basis.

Around the world the drivers for

the assodations may differ. In the
United States and United

Kingdom, there is a real shift to
integrating risk management into
the business process as the risk
manager's role continues to grow.
Increasingly there is more
opportunity to coordinate the
activity with finandal and auditing
professionals. This means there is a
demand for risk managers to have
not only the technical skills but
much greater general management
skills in such areas as finance,

marketing, strategy and
communications. The assodations

can help provide training in this
area. As an example, AIRMIC's
London and East Area Convention

in October for members only will
focus on professional personal
development skills.

On the other hand, vital

professional education is provided
by the Institute of Risk
Management, originally set up by
AIRM[C and with whom it works

dosely in the UK and overseas. In
the United States, RIMS is

developing a curriculum for the
Fellow in Risk Management
program, which will be
implemented in six to eight
universities in the United States.

There are already excellent risk
management education programs
in Australia, South Africa,

a favorable daims and losses record.

Experts agree India's future in risk
management is "very bright."

Mr. Ramanan said the IIIRM's ef-

forts have resulted in two important
developments recently: "Firstly, the
Loss Prevention Assn. has started a

risk management consulting cell.
Secondly, and more importantly,
the Insurance Regulatory Authority
has said that as soon as it obtains le-

gal dout, it will form a specialized
Risk Management Institute of India
under IIIRM's leadership."

Mr. Modgil said the future is
promising, especially in light of
growing requirements. "The posi-
tion of risk manager has become as
important as that of a production,
engineering or marketing person in
any elite Indian organization."

While Indian risk managers expect
great progress in the next 18 months,
they say the change must occur
rapidly. Mr. Ramanan said: "We
have a very stable market. What we
need is expansion of business and
products, competition, and in-
creased inputs from Indian-foreign
collaborations. Only then can risk
management have real force." M

Singapore and France. Hopefully
these will develop further in
Europe and South America, which
is the desire of the International

Federation of Risk & Insurance

Management Assns.

More importantly perhaps, the
risk management assodations
should really be promoting the
concept of at least a risk
management dass in all MBA
programs if not an MBA in risk
nnanagennent.

An important development,
initiated some time ago by the
Assn. of Risk & Insurance

Managers of Australasia in
Australia, was the creation and

implementation of risk
management standards. Through
the networking of the various
assodations in IFRIMA, it is likely
that in due course we shall see

some form of risk management
guidelines--not prescriptive rules
and regulations but based broadly
on the Australian design. That is a
very positive illustration of the
benefits of networking with other
risk management assodations
internationally.

"Never rest on your laurels" is a
true statement. To quote Charles
Handy in his recent book "The
Hungry Spirit," the E factors are
needed in abundance. Enthusiasm,

energy, effort, exdtement and
excellence are really what make
assodations successful. That

applies not only to the center of
the organization but to every
member. In this way everyone
believes he- or she can benefit from

being part of a national body and
yet link into the worldwide risk
management community.

Ina Barker is the executive director

ofthe Assn. of Insurance & Risk
Managers in the United Kingdom.
She retires at the end of April 1998,
and David Gamble will take over.
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Comings & Goings: industry

Continued from page 15
resignation of Dr. Michael J. Barber.

Alexander Labak named senior vp
and chief marketing officer with na-
tionwide responsibility for market-
ing, sales strategy and implementa-
tion for Foundation Health Systems
Inc. in Los Angeles.

Jim McCloud named vp-informa-
tion services for Beech Street Corp.
in Irvine, Calif.

Cynthia Hatcher named vp-Medi-
care at HealthAmerica Pennsylvania
Inc. in Pittsburgh, with responsibili-
ties for directing all aspects of
HealthAmerica's Advantra HMO
Medicare Risk product.

Tom Shivers named vp of sales
and marketing for FOCUS Health-
care Management Inc., the Nashville,
Tenn.-based workers compensation
provider network. Previously, Mr.
Shivers was vp of marketing at
MedRisk Inc., a Philadelphia-based
managed care company.

Jacqueline Anderson named vp-
strategic projects for UNICARE, the
operating unit of WellPoint Health
Networks Inc. in Woodland Hills,
Calif.

Other suppliers
Edward P. Holleran named execu-

tive vp of field operations for Presid-
ium Inc., a San Francisco-based sup-
plier of fully integrated disability
management services.

Hans Danielsson named managing
director-global equities at AIG
Global Investment Corp., a member
company of American International
Group Inc. in New York. Mr.
Danielsson, former chief investment
officer-international equities at S-E
Banken in Sweden, now is responsi-
ble for managing AIG's equity in-
vestments.

Correction
Due to incorrect information

supplied to Business Insurance,
Helmsman Management Services
Inc.'s listing in the Feb. 16 direc-
tory of third-party administrators
contained errors. A corrected list-
ing appears below.

Helmsman Management
Services Inc.

9 Riverside Road, Weston,
Mass. 02193; 617-243-7985;
fax: 781-736-0256

Property& Casualty

1997 revenues

Total.....,..,..........................................$80,106,000
Claims revenue......,.......... ........,...$63,011,000

Claims administration„„__ .....„ _98%
Claims adjusng.
Claims auditing. 1%

Other services indude administration for fully in-
sured dients, loss prevention, risk information ser-
vices, managed care, actuarial and consumng
Claims business by type

Automobile.....................................................20%
General liability......... ..............................,.......5%

Workers compensaion......................„........75%
Claims business by volume

Administration dajms paid.... ...$775,088,000

Clients

Total...............,.,...................................,.. .....475
Associabn plans_ ........ .........................5

Public/government entities.............................5
Staff

Total.....................,..................,.... ...........720
Claims services.............. _575

Claims services since: 1983.

Parent: Uberty Mutual Group.
Service area: Nationwide.

Charges: Administration: flat fee. Adjusting:
per daim. Auditing: time and expense.

Branch offices: Administrative offices in
Glendale, Calif.; Gahanna, Ohio. Sales offices in
all major metropolitan areas.

PPO access.

Officers: Edmund F. Kelly, president; Amy J
Leddy, vp/manager; Bob Litke, vp; Barry Gilvar,
secretary; Elliot Williams, treasurer.

Contact: Amy J. Leddy. Em

John M. Liberatore named senior

vp and director.of liability for Sedg-
wick Claims Management Services
Inc. in Cleveland. Also at Sedgwick
Claims Management, Mark R. Cras-
nick named vp of the Electronic In-
surance Co. program in Portland,
Maine.

In addition, John S. O'Connor
joined Sedgwick Claims Manage-
ment Services Inc. as senior vp and
director of integrated disability
management services in Tempe,
Ariz. Previously, Mr. O'Connor was
managing director of the ISC Group.

David Beomershine joined the
Baltimore office of Buck Consultants
Inc. as a principal and consulting ac-
tuary. He previously was with
William M. Meroer/Foster Higgins.

Bruce G. Flynn named director-
disability management For the

Washington Business Group on
Health.

John H. Budd, former senior vp
and general counsel at The Paul Re-
vere Insurance Cos., jained the law
firm of Mirick, 0'Connell, Del\<[allie
& Lougee L.L.P. in Worcester, Mass.
He will concentrate on government
relations, particularly relating to the
insurance industry, and alternative
dispute resolution.

Nicholas F. Potter joined the law
firm of Debevoise & Plimpton in
New York, where he will concentrate
on insurance industry mergers and
acquisitions and other corporate
transactions.

John O'Connor joined USI Insur-
ance Services Corp. in San Francisco
as president of USI Securities Inc.,
the company's investment services
and broker/dealer operation. Previ-
ously, Mr. O'Connor was director of
operations for MML Investors Ser-
vices Inc., a subsidiary of Mass Mu-
tual Life in Springfield, Mass. Ell

1&

Parity
Continued from page 3

The third and fourth portions of the
governments analysis involved re-
view of past actuarial studies and ap-
plication of a new actuarial model to
calculate the cost of requiring parity
between mental health and other
medical benefits.

A federal law, the Mental Health
Parity Act of 1996, took effect Jan. 1.
It requires that health plans provide
the same annual and lifetime benefits
for mental health as they do for other
covered benefits. It does not, however,
apply to substance abuse benefits.

Twelve states' parity laws require
more generous benefits than the fed-
erallaw, according to the survey.

In addifion to finding that state
parity laws appear to have relatively
little impact on premium levels, the
study found that most state laws
themselves are limited in scope or ap-

3

 51 44

4

plication. Some exempt small busi-
nesses; others apply only toplans cov-
ering government employees.

The survey found that employers
did not switch from an insured health
care plan to sdf-insurance to avoid
the state parity mandates. The survey
also reported that employers did not
sha to employees any increased costs
associated with benefit parity.

However, only six employer-and
three associations of small employ-
ers-from the five states studied par-
ticipated in the survey. The rest of the
survey's comments came from 18
public agencies, nine insurers, six
provider organizations and five con-
sumer and family advocacy groups.

.

Single copies of 'The Cost and
Efects of Parity for Mental Health
and Substance Abuse Insurance
Benefits" are atauable *ee by cal-
ling 800-729-6686 The study also
can be accessed electronically at
http://www.menmtheatth.org.

A
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Timely response is essential in any
successful business enterprise. But
merely "responding" isn't enough.
What's needed is a knowledge and a
preparedness that only comes from
experience in similar situations.

For more than 40 years, Otd

Republic Risk Management has
focused solely on the alternative

r# 1 I

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 ycu

might benefit from our responsiveness,
see us at www.orrm.com or

call 414/797-3400.

il:****
*

t OLD REPLBLIC
* * Risk Management, Inc.
1111'***

Specialists in the alternative risk market.
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Injury prevention should address several areas
By Raymond R Bello

and Susan IN. Greenberg

The astronomical rise in workers compensation costsand lost-time injuries over the past decade has
prompted U.S. industry to seek new cost-containment
strategies. Companies have turned to rehabilitation,
engineering and ergonomics for implementation and
assistance with injury management and prevention
services.

In response to the needs of induty, early-return-to-

work programs have arisen. These include aggressive

physical therapy, work conditioning and work-hardening
services, all of which were designed with the goal of
returnjng the injured worker promptly and safely back to
work.

Many rehabilitation providers also have linked their

expertise with that of engineering and ergonomics
professionals, resulting in multidisciplinary perspectives

and knowledge. This team approach is of the utmost
benefit to companies that seek to understand the nature of
work-related injuries and how they are prompted by the
structure of the worksite.

The work, worker and worksite form an interactive

triad. Injury management and prevention programs are

effective only if they address each of these components and
are continuously supported and reinforced by
management.

A good prevention program addresses:
• Employee education: This entails training in the

concept of neutral postures, exercises and appropriate
stretch breaks to maintain the body at its optimum level for
activities at work and home.

• Management training: Educating supervisory personnel
in the hows and whys of injury management and
prevention is crucial. This should also include train-the-
trainer programs to educate management on how to
identify improper at-risk behaviors.

• Functional job analysis: This analysis should be a
detailed investigation of the actual critical demands and
functional aspects of the work. This information can
identify areas in need of ergonomic interventions such as
worksite redesign, job modification and rotation.

• Functional job description: These job descriptions
differ from the conventional task-oriented ones because

they describe how the job is done physically. This
information is invaluable to healthcare providers for
return-to-work planning. Also, the significant worksite
measurements and essential functions identified by the
FJD can aid engineers and ergonomists to evaluate areas of
potential risk for redesign. Employers can use this
information to develop transitional jobs for the early return
to work of injured employees.

• Pre-placement screening: The critical demands
identified in the functional job analysis can easily be

converted into a test that determines the potential

employee's physical abilities to perform the job. If the
applicant fails this screen, the employer is permitted to
rescind the job offer. This screen also can be given to

injured employees before they return to work to determine
if they may safely do so.

• Comprehensive case management: Strong case-
management intervention is essential in managing workers

compensation costs. By forming partnerships with pro-
active healthcare providers, companies can save 60% of
their indemnity costs, hasten case closures and reduce the

possibility of attorney involvement.
• Development of an ergonomic team: This group usually

is selected from various areas of the company and should
include workers, management, union representatives, the
human resources and safety departments, medical and
rehabilitation providers, ergonomists and/or engineering
professionals and insurance company loss control
representatives. Because the success of this team is largely
dependent on choosing the right individuals, adequate
training should be provided and senior management must
support their efforts.

Using a hypotethical case study, one can illustrate how
one company was able to put together all the pieces of a
good prevention program to effectively reduce its work-
related injuries and lost-time days.

Company A's main business is refreshment services,
provided at various locations nationwide. A pilot program
was instituted to focus on ergonomics in the vendjng-
machine division, historically an area of high risk.

The first step in the process was to conduct a functional
job analysis. Three cities were selected to be examined due
to rising injury rates, loss-run information, locale and other
criteria that increased their exposure. The locations were a
rural city, a metropolis and a suburban area.

Our first objective was to examine and compare the
same jobs being done in each city and to determine the
underlying causes of the high injury rates. The second
objective was to identify areas of concern and devise no-
cost or low-cost ergonomic solutions.

The four jobs involved in the vending-machine operation
were route driver; warehouse person; cashier; and vending-
machine majntenance, repair and delivery person.

Some of the ergonomic issues were very clear when the
cities were compared. For example, the busy metropolitan
location, which had the highest injUIy rates, also had some
work practices that exacerbated its problems. While in
other cities the warehouse personnel stocked the drivers'
trucks, in this location the drivers picked stock and loaded
their own trucks upon return from their routes. The extra
manual work the fatigued drivers had to do apparently
increased their incidence of work-related strains and

sprains. In addition, the fact that the trucks all left the
warehouse and returned at about the same time made the

warehouse very crowded and difficult for maneuvering

loads. The cashiers also were overburdened by all the

drivers bringing in their collected monies on the same
schedule

Other risk issues identified included overstocking the
trucks, thereby causing excessive handling and rehandling

of loads, poor placement of product on the trucks,
improper body mechanics, and inefficient warehouse

design.
The recommendation of the functional job analysis

included staggering the drivers' schedules; maintaining a
tight inventory on the trucks; placing the heaviest products
on waist-high shelves; rearranging the warehouse; and
establishing a "back school" program, along with
appropriate workday exercises that could be performed on
the trucks between deliveries or by workers in the cash
room or warehouse.

In addition to these measures, a functional job
description was written and a pre-placement screen

designed. All new hires and injured employees were
required to take this exam before commencing work. In
this way, the company was able to screen out-in a manner
in compliance with the American With Disabilities Act-
workers who were unable or unsafe to do the job. The
screening also helped healthcare providers return injured
workers to their previous jobs or transitional ones based on
their intact abilities. Lost days were significantly reduced
by this new policy.

Local healthcare providers were selected to form a
partnership with the company by providing aggressive
physical therapy, work conditioning and, for the more
chronic claims, work-hardening programs.

Moreover, management was trained to recognize
observable behaviors that were site-specific and essential
to injury prevention. With this new method of scrutinizing
safety, management was able to break down and isolate
which improper behaviors still werepersistent. These were
recorded and tracked.

An ergonomic team was assembled, and a train-the-
trainer program was instituted at each location. This group
then was able to accurately measure safety performance as
a function of observable at-risk behaviors and to develop
plans to rectify them accordingly.

Since this comprehensive injury management and
prevention program was established in 1996, the company
has enjoyed a 41% reduction in jnjury rates and indemnity
costs.

Proactive injury management and prevention programs
are becoming increasingly popular as employers
experiment with them. Their success in based largely on a
multidisciplinary problem-solving approach that must be
integrated into the company's culture. Ell

Raymond P. Bello and Susan N. Greenberg co-founded
Best Associates, a Petham, MY.-based rehabilitation facility
with the goal of helping injured workers return to work.

Keep outgoing claims service provider on your side
By Joseph R Rainey

ATow that you've fired your claim service provider,
1 N how do you manage the remaining casualty
claims?

When you leave an insurer or claim service provider
and start a new business relationship with another,
you have to plan to manage the runoff of workers
compensation and liability claims. In most cases,
those claims stay with the provider you're letting go;
otherwise, you can end up paying twice for a claim.
That might happen, for example, if claims are
handled on a flat-fee basis, and you would have to
pay the new service provider to handle a claim you
already paid the outgoing provider to handle. That
claim service provider will spend hundreds of
thousands of claim dollars without the responsibility
of keeping you as a customer.

Before a change in the claim service provider is
made, answer these questions: How will the fee
structure continue with the current provider? How

will I manage the runoff if I leave the claims with the
previous claim service provider? Can I, or should I
move the existing claims to the new claim service
provider? How will this impact the casualty
underwriting program?

In self-insured, high-deductible or fronted cash
flow programs, claim service fees are usually time
and expense, a loss conversion factor, or a flat fee per
claim. A flat fee can be for the life of the contract or

for the life of the claim. If the flat fee is for the life of

the contract, time and expense charges can begin on
all remaining claims the day the business relationship
ends. This can add significant unforeseen costs to the
administration of the remaining claims. The other fee
structures do not significantly increase
administration costs at contract termination.

How will I manage the runoff if I leave the claims
with the previous claim service provider?

In the best claim service programs, the risk
management customer puts the claim service
provider's best people and best practices in place. To

continue the success of the previous program, meet
with the management of the outgoing claim service
provider. Explain what you expect from them, tell
them how you will direct the change to the new
provider, and give them an incentive to continue their
best work.

Manage the outgoing provider's expectations. Tell
the provider you expect it continue with the same
personnel that currently manage the claims. Let the
provider know that you assume its best practices will
continue, and tell the provider you're sure it will
remain as flexible and cooperative as it has been in
the past. Make sure it knows you expect it to follow
the claim-handling instructions you have agreed upon
in previous years.

Search for every opportunity for compromise to
settle the runoff claims. Do not get caught up in
trials. If there are good defenses to a claim or
insignificant injuries, make these points clear to the
claimant and negotiate a settlement that reflects the

See Claims on next page
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Book provides porthole into Exxon Valdez case
"Cleaning Up: The Story Behind the Biggest Legal Bo-
nanza of Our Time"

By David Lebedoff
Published by The Free Press, a division of Simon &
Schuster, 1230 Ave. of the Americas, New York, N.Y.
10020,212-632-4993

$25

By Kevin M. Quinley

-[) illions and billions" is a catch phrase popularized by
Dthe late astronomer Carl Sagan, often parodied by talk-
show comedians. While million-dollar jury awards once
were newsworthy, we have now become anesthetized to
them, especially if you happen to live (or litigate) in Alaba-
ma. Risk managers may be more accustomed to thinking of
"billions and billions" in the context of galaxies, but not in
the realm of risk management or jury awards.

That all changed with the multi-billion dollar jury award
in the Exxon Valdez case, which tagged the oil giant with
astronomical damages flowing from a massive Alaskan oil
spill and resultant environmental harm. A new book,

"Cleaning Up: The Story Behind the Greatest Legal Bonan-
za of Our Time" gives risk managers a fascinating inside
view of the Exxon Valdez case and trial, which produced a
jury award for billions and billions.

Sometimes truth not only is stranger than fiction, but also
is much more absorbing. John Grisham's legal thrillens may
pale in comparison to real-life legal dramas.

Books & Ideas

In the tradition of true-to-life legal thrillers, author David
Lebedoff offers "Cleaning Up: The Story Behind the Great-
est Legal Bonanza of Our Time." Risk managers who think
they have tough exposures to manage may get some needed
perspective by reading this recount of the Exxon Valdez en-
vironmental debacle and the multi-billion dollar award that

followed.

"Cleaning Up" is a suspenseful, absorbing legal narrative
of the Exxon Valdez civil lawsuit. Mr. Lebedoff takes risk

managens behind the scenes to recount what was whispered
in the hallways of the plaintiff attorney's blue-chip Min-
nesota law firm and what was said behind the closed doors

of jury deliberations. Risk managers often are amazed and
baffled by jury results. If nothing else, "Cleaning Up" pro-
vides a useful keyhole peek into jury behavior that may be
illuminating the next time a risk manager ponders taking
any case to 1:rial before a july.

The author is a novelist, political commentator, lawyer
and a graduate of Harvard Law School. He is senior vp at
Voyageur Asset Management in Minneapolis.

His unparalleled access to the key players-including
plaintiff attorney Brian O'Neill and Joe Hazelwood, captain
of the Exxon Valdez-produces new revelations about

Exxon, its opponent in the legal arena and members of the
jury. The book recounts particularly the perspective of Mr.

ONeill, the young lawyer who assembled an expert legal
team and engaged in five years of siege warfare. Eventually,
he won the most lucrative civil trialin modern history.

In the wake of this environmental catastrophe, though,
other kinds of damage occurred. Careers and marriages
were destroyed, a juror contemplated suicide, and Exxon's
total tab reached into the billions of dollars.

Comprehensive and engrossing, "Cleaning Up" does more
than just summarize this piece of litigation-a fascinating
case study in risk and crisis management. Instead, it offers
an anatomy of the civil t:rial that permanently changed the
nature of high-stakes damage suits.

Risk managers thus get a two-for-one deal with "Clean-
ing Up": a page-turning legal thnller coupled with an in-
structive study in crisis management. After reading it, that
"tough" property renewal seems much more manageable by
comparison! [a]

1

Mr. Quinley

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

sidiary Hamitton Resources
Colp; both of Faidag Va

Stress related to discipline compensable, court rules
A n employee's injury precipitated by stress resulting

Ilfrom a disciplinary action for proper cause fell
within the scope of the employee's employment and was
compensable under the Workers' Compensation Act,
according to the Supreme Court of Hawaii.

Regina M. Mitchell was a sixth-grade teacher. The
school used a "team-teaching" method wherein
teachers were assigned to teams, which established
their own rules regarding teaching and classroom

management. One rule of Ms. Mitchell's team was
prohibition against the use of rewards to motivate
students. Nevertheless, Ms. Mitchell disregarded this
rule and rewarded her students for completing their

assignments. Although repeatedly warned against the

use of rewards, Ms. 1VIitchell continued the practice.
After the principal criticized her for violating the rule,
Ms. Mitchell became distressed and developed "flu-

like" symptoms. Subsequently, the principal
recommended that Ms. Mitchell be suspended for five

days without pay for a second incident involving
violating the rule against corporal punishment. Ms.
Mitchell became feverish, disoriented, confused and left

work. She filed for compensation benefits but was

denied. Subsequently, the board granted compensation
for the first incident (unauthorized rewards) but denied

compensation for the second (corporal punishment).
The appellate court said that whether Ms. Mitchell in

fact administered corporal punishment was not
essential to the determination of compensability

Claims
Continued from previous page

exposure. Claims cost more as they age, and the
runoff program will become difficult and expensive to
manage as time goes on.

Conduct periodic performance reviews by auditing

the claim files. This will help motivate the former
claim service provider and identify settlement
opportunities. Make sure the adjusters document
clear plans in the claim file, with closure as the
ultimate goal.

Find ways to motivate the previous business
partner. Use your broker; the broker still has
customers with the provider. You may not be a
customer any more, but your broker is a valuable
source of new business for the claim service provider.

Legal Briefs
because misconduct, even if willful, does not

necessarily preclude workers compensation recovery.
The court said Ms. Mitchell sustained a compensable
injury because she was acting within the course of her
employment at the time of the alleged misconduct
(administering cori)oral punishment).

Mitchell us. State Department of Education,

Supreme Court of Hawaii, July 8, 1997 (BI/03/M.-$10).

No coverage for snowstorm-related losses

A commercial insurance policy did not provide
coverage for loss of business income due to a

snowstorm that prevented the insured's access to its
car dealership, according to the Court of Appeals of
North Carolina.

Harry's Cadillac-Pontiac-GMC Truck Co.
maintained a car dealership in Buncombe County,
North Carolina. On March 12 and 13, 1993, a

snowstorm struck the area, causing the dealership to
be inaccessible for a week. At the time of the storm, the

dealership was insured by Motors Insurance Corp. and
MIC Property & Casualty Insurance Corp. under a
commercial insurance policy that provided basic

coverage and also included protection against loss of
income resulting from the suspension of business due

Consider financial incentives as a reward for the

former provider's continuing best practices and
cooperation. Continue to treat the provider's

management and staff as part of the team by
including them in strategic planning.

Should you move the remaining claims to the new
provider? Not as a matter of routine. If you paid the

previous provider a flat fee, you already have paid
them to manage the claims. You will now have to pay
another to do the same work.

There are costs for the new provider to take over
these claims. The claim files may be electronic;

adjusters will have to familiarize themselves with the
files and input enough information in their electronic

files to manage the claims. These claims will lay
dormant for a period while the files are transferred

and the new adjusters evaluate the new caseload.

Windows of opportunity to mitigate or settle claims

to property repairs. The dealership filed a claim to
recover profits allegedly lost because of the
interruption of its business due to the storm. The trial
court ruled for the insurer and dismissed the

dealership's suit.
On appeal, the insurer argued that there was no

"direct physical loss or damage" that resulted in a loss
of business income during a period of restoration so as
to come within the business interruption coverage of

the policy. The court pointed out that the dealer
neither alleged nor offered proof that its lost business
income was due to damage or the destruction of the

property. According to the court, all the evidence
showed that the loss was caused by the dealer's
inability to access the dealership due to the storm. The

court held that coverage was provided only when loss
resulted from suspension of operations due to damage

to, or destruction of, the business property by reason of
a peril insured against. The trial court decision was
affirmed.

Harry's Cadittac-Pontiac vs. Motors Insurance Corp.,
Court ofAppeats of North Carolina, Juty 1, 1997

(BU03/F.-$10). ial

These abstracts were prepared by Mayo H. Stiegler

Copies Of these decisions are available by sending a
$10 check payable to Mayo H. Stiegler, to Business In-

surance, 740 N. Rush St., Chicago, m. 60611-2590.
List the number for each opinion.

may pass during this time.

How will this impact the casualty underwriting
program? Before you consider changing your claim
service provider, be sure the new candidates are

compatible with the underwriting program. Some
underwriters cannot work with some unbundled

claim service providers. You may not want to change
the whole program just to change the claim provider.

Evaluate what you might lose with an underwriting
change to be sure the overall change is effective.

Try to keep communication open and businesslike
with the former claim service provider. Do not let the

relationship deteriorate, leaving the provider with no

incentive to meet your expectations. Ell

Joseph P. Rainey is up and partnership claims man-
ager in Chicago for J<SH Marsh & McLennan Inc.



Global Briefs

A group of 10 investors, including Eu-
ropean insurance companies and banks,
is backing a venture capital fund for in-
vestments in Central and Eastern Euro-

pean insurance markets. The $34.3 mil-
lion fund, New Europe Insurance Ven-
tures, initially will focus on Croatia, the
Czech Republic, Estonia, Hungary,
Latvia, Lithuania, Poland, the Slovak
Republic and Slovenia. The fund is col-
laborating in a joint venture with the
European Bank for Reconstruction and
Development, making a total of $45.7
million available for investment. The 10

investors are: German reinsurer Cologne
Reinsurance Co.; Italian insurer INA;
X.L. Investments Ltd.; Risk Capital
Reinsurance Co.; German bank Bank
Gesellschaft Berlin; German financial
consulting firm DEG; FMO, a Dutch
venture capital company; Goergen
Foundation Inc., a charitable founda-
tion; German insurer uniVersa Beteili-
gungs-A.G.; and Wiener Stadtische, an
Austrian insurer....J&H Marsh &

McLennan Inc. last week agreed to ac-
quire SAN Sigorta ve Reansurans Bro-
kerligi A.S. in Istanbul, Turkey, which
was the Turkish member of the former

Johnson & Higgins' UNISON network.
Terms were not disclosed. Pending the
acquisition, which is expected to be
completed in June, the combined opera-
tions in Istanbul will be called SAN J&H

Marsh & McLennan. . . .A report by em-
ployee benefits consulting firm Aon
Consulting Ltd. in London warns that
U.K. employers may face penalties rang-
ing from fines to imprisonment for late
payment of pension plan contributions
Under the Pensions Act 1995, contribu-
tions must be paid into plans within 19
days after being deducted from employ-
ees' pay. The act also requires trustees of
U.K. pension plans to report late pay-
ments. According to Aon Consulting.
late payments of both employers' and
employees' contributions into pension
plans is one of the most common prob-
lems reported to the Occupational Pen-
sions Regulatory Authority. . . .Follow-
ing its acquisition by Canadian financial
services company Fairfax Financial
Holdings Ltd., Sphere Drake's London
and Bermuda operations have been re-
named Odyssey Re (London) Ltd. and
Odyssey Re (Bermuda) Ltd. . . .London
rating agency Standard & Poor's has af-
firmed its AA- claims-paying ability rat-
ing for German insurance company Ger-
ling Konzern Allgemeine Versicherungs
A.G. According to Standard & Poor's,
rating factors included Gerling's "excel-
lent global business position, excellent
capitalization and good underwriting
performance in a soft domestic market,"
though these were countered by the "on-
going deterioration" in the German mar-
ket and strong competition internation-
ally....London-based Reliance National
Insurance Co. (Europe) Ltd. has been as-
signed an A-, or excellent, rating by rat-
ing agency A.M. Best Co. In a statement,
Oldwick, N.J.-based Best said the rating
was based on Reliance National's "spe-
cialist underwriting strategy, geographi-
cal diversification, sound financial per-
formance, strong balance sheet and con-
servative investment strategy," backed
by the London operation's association
with U.S.-based Reliance Insurance

Group... .Margaret Gribbin has been
appointed directors and officers liability
un-derwriter for Lloyd's syndicate 190,
managed by Liberty Syndicate Manage-
ment Ltd. Previously, Ms. Gribbin was a
directors and officers liability insurance
broker with London-based HSBC Gibbs

Ltd. . . .Ian Clarke has been appointed
risk engineer responsible for chemical
and pharmaceutical industry risk as-
sessment at London-based insurance

company Zurich International (UK) Ltd.
Mr. Clarke previously worked at Zurich
operations in Australia.

INTERNATIONAL

Equitas says it's not in sale talks
By MATTHEW MacDERMOTT

LONDON-Equitas Holdings Ltd. says it is
not in discussions with any companies about a
sale.

A spokesman for Equitas, the reinsurer of
Lloyd's of London syndicates' pre-1993 liabili-
ties, said the company has not received any of-
fers to sell, despite reports to the contrary in the
London press.

"We have always said we would do whatever
is necessary to increase value for our reinsured
names," he said. "If someone came along with a
great deal, we would be open. But no one has ap-
proached us."

London newspaper reports last week specu-
lated that Equitas is in discussions with New-
York-based investment bank Goldman Sachs &

Co., which allegedly is representing a possible

buyer of the runoff reinsurer.
Speculation centered on London-based

Dedalian Investments Ltd. Dedalian was

launched late last year by London-based East-
gate Group Ltd., backed by the New York-based
private equity fund Greenwich Street Capital
Partners Inc., to purchase reinsurance debts (BI,
Nov. 10, 1997).

A spokeswoman for Goldman Sachs in Lon-
don said the company would not comment on
the speculation.

A Dedalian spokesman said there is "no truth"
in the rumors linking Dedalian to Equitas
"Dedalian is not in the business of buying com-
panies; it exists to buy reinsurance debts," he
said.

Michael Deeny, deputy chairman of the Equi-
tas board of trustees, which represents the rein-
sured names, said no one has approached Equi-

AXA=UAP looks

toward Asia

for expansion
By EDWIN UNSWORTH

LONDON-France's largest
insurer, AXA-UAP Groupe,
sees the current economic cri-

sis in Asia not as a drawback

but as a window for expan-
sion.

Speaking in London this
month when the company
reported its 1997 results,
AXA-UAP Chairman Claude
Bebear said the current eco-

nomic disarray of Far East
countries creates merger and
acquisition opportunities
that are unlikely to last for
long.

He cited Japan and South
Korea as two countries

where prospects for invest-
ment look best, because the

high proportion of business-

es there concentrated on

their domestic markets

means that many companies
will need additional capital
to refinance themselves.

In a wide-ranging news
conference, the chairman of
the Paris-based insurer did

not go into greater detail
about how he plans to posi-
tion the company to take ad-
vantage of such opportuni-
ties, though he did say the
group also plans to start do-
ing business in China this
surnrner.

He pointed to Latin Amer-
ica as another major geo-
graphic area where AXA-
UAP, aided by its Spanish
partner, Banco Bilbao Viz-
caya, has expansion hopes.

See AXA-UAP on page 25

Pension vendors

see opportunities
By MARIA KIELMAS

LONDON-Pension providers,
benefits specialists and asset
managers see great new opportu-
nities in Europe as governments
in varying degrees embark on
pension reform.

But European employers are
increasingly nervous that the re-
forms bring yet more regulation
and taxation into a market where

payroll taxes are the world's
highest and unfunded state pen-
sion liabilities mount, noted
speakers at a late February con-
ference in London, "The Future

& of European Pensions," orga-
nized by the Royal Institute of In-
ternational Affairs.

In Britain, the new government
has begun a widespread review of
pension and welfare provision in
which ministers are expected to
"think the unthinkable," noted
Koen de Ryck, chairman and
managing director of Pragma
Consulting NV/SA, a Brussels,
Belgium-based consulting firm.
"What people in Europe are do-
ing is unbelievable, and in France
the situation is unsustainable,"
Mr. De Roek said.

Employers' funded pension
provisions in Britain, the most
developed European market of its
kind, already are being under-
mined by ambiguous government
policies, said Ann Robinson, di-
rector general of the National
Assn. of Pension Funds. Unlike

the pension systems created in
continental Europe, in the United
Kingdom, the state plays a rela-
tively minor role as a provider
but an increasing role as regula-
tor and enabler.

"In spite of the huge success of
this model, it is in danger of being
undermined by overregulation
and a very misguided approach
to taxation," Ms. Robinson said.

At the same session, John Den-
ham, parliamentary undersecre-
tary for social security, noted that

U.K. occupational pensions are
strong. But Ms. Robinson said
this movement already has
stalled as actions by the new gov-
ernment in the United Kingdom
have added to costs and under-

mined employer commitment to
voluntary schemes.

Keith Bedell-Pearce, director

at the Prudential Corp. and
See Pensions on nezt page

tas with an interest in buying it.
"It (a sale) is not happening at the moment and

is not something we (the trustees) are looking
for," he said.

Mr. Deeny said the trustees are very happy
with the progress of Equitas but would look
"carefully and cautiously" at any buyout pro-
posal.

"If a major insurance company or merchant
bank came along, it would be our duty to consid-
er," he said. 'But we would only be interested in
a proposal that actually increased the capital
available to meet the obligations of the compa-
ny."

Mr. Deeny said the sale of Equitas would be a
"complex exercise."

"It could not be regarded as a normal takeover
or investment, as the names have continuing

See Equitas on page 25

'98 aviation losses

mounting quickly
But rates predicted to remain low

By MATTHEW
MacDERMOTT

LONDON-The 1998 loss pie-
ture for international aviation in-

surers is looking grim so far, with
hull losses to date estimated at

$255 million.
That total compares with esti-

mated hull losses of $600 million
for all of 1997. according to the
London-based Aviation Insurance

Offices' Assn., which represents in-
ternational aviation insurers oper-
ating in London.

Despite the increased loss pat-
tem, the AIOA expects rates to re-
main low due to continued overca-

pacity in the aviation market.
AIOA Chairman Keith Selby

said increased merger and acquisi-
tion activity between insurance
companies has increased competi-
tion, and the trend has brought ad-
ditional capacity to aviation lines
as large insurers seek to boost their

market share.

Hc,wever, Current pricing levels
are unsustainable against the
background of current; exposure
patterns, and no end to the soft
market is in sight, Mr. Selby said.
In the fourth quarter of 1997, when
most major policy renewals were
negc,tiated, prices were cut 15% to
20%.

"The prospect of any further re-
ductions is daunting in the ectreme
but cannot be excluded in a mar-

ket still dominated by market-
share and business-acquisition
thinking and motivation," Mr. Sel-
by said the night before the AIOA's
annual meeting in London last
week. "So long as the extreme
overcapacity pensists, it is difficult
to see where any meaningful rever-
sal of fortunes might occur," he
said.

The AIOA's hull loss figure of
$600 million for 1997 is higher than

See Aviation on page 25

PHOTO: AFP

This Philippine Airlines Airbus A320 plane overshot the run-
way of the Bacolod city airport in central Philippines earlier
this month. Three people on the ground died and at least 114
were hurt after the plane plowed into squatter areas, smash-
ing about 20 shanty houses. All 127 passengers and crew sur-
vived. The hull loss is part of the $255 million in hull losses
aviation underwriters have suffered so far this year. However,
rates are not expected to rise as a result (see related story).

i
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Pensions
Continued *om previous page
Scottish Amicable, said employer
sponsorship of these plans will con-
tinue to decline if the government
keeps issuing regulations and reduc-
ing funds through tax changes. Such
changes last year removed income of
£3.5 billion ($5.74 billion) from cor-
porate and personal pensions.

"Even at its peak, membership of
employer-sponsored schemes only
reached around 50% of employees,
and of course that is a moving popu-
lation, so very few ever build up to the
full pension that would come from
long service," Mr. Bedell-Pearce said.

Mr. Denham said part of the U.K
government's new plan is to introduce
so-called "stakeholder" pensions. "A
central problem in pensions is the
need for a new type of pension plan

r

for those who don't have access to em-

ployers' occupational schemes and for
whom personal pensions may offer
poor value for money," he said.

To be effective, Mr. Denham said
the stakeholder pensions will have to:
be readily accessible to people in their
workplaces; offer good value for peo-
ple on modest incomes; be available to
self-employed, contract and agency
workers; and not penalize those who
change jobs frequently or take breaks
from work. He added that the stake-

holder pensions should have
economies of scale through pooling
savings in multimember plans, in-
volve new partnerships among finan-
cial service organizations, have
trustee boards and have the potential
for some sort of regulatory approval.

But Ms. Robinson remained skepti-
cal, noting that a publication of the
British government's long-promised
review of pensions and welfare has

INTERNATIONAL

been postponed several times.
"No model or design has been put

forward," she said. It's hard to com-
ment on the stakeholder pension be-
cause "no one, perhaps not even the
ministers and officials, would recog-
nize one if we saw it."

France also faces the problem of a
new government making up its mind
about its predecessors' pension re-
form and delaying matters in the pro-
cess, said Vincent Vandier, executive
director at the French pension funds
group Assn. Francaise des Regimes et
Fonds de Pension.

In March 1997, the P'reneh Parlia-

ment passed a new law abou: employ-
ers' pension plans. Enabling legisla-
tion was due to be signed the next
June, but the general election inter-
vened. "With the election of a new

Parliament, the new government has
not condemned in principle the pen-
sion funds themselves but questioned

the consequences of funded pension
schemes on the financing of compul-
sory basic schemes," Mr. Vandier said.

Pension reform is a hot potato in
France. "One of the reasons is that the

existing system has been performing
quite well. A second reason is that the
pension act of 1997 has clashed with
the unions and with the opposition to
the government," he said.

The pension act, which hasn't been
fully implemented, would call for an
employer plan offering a life annuity.
Setting it up would require a decision
from the employer or collective bar-
gaining with the labor unions, either
within the individual companies or at
industrywide or nationallevels.

Employees' contributions would be
voluntary and variable and matched
by employer contributions. These
contributions would be tax-deduc-
tible when the total contribution from

both sides did not exceed certain
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thresholds. The contributions also

would be partially exempt from social
security changes.

These exemptions fueled the politi-
cal backlash, Mr. Vandier said. "The

exemption of the employer contribu-
tion from the compulsory retirement
contribution is seen as jeopardizing
pay-as-you-go schemes at the ex-
pense of low-paid employees."

The most likely outcome is that em-
ployers will be subject to current so-
cial charges, or at least to the unem-
ployment contribution, he pmdicted.

In addition, he said collective bar-
gaining would remain the rule of the
game. "In the setting up of a pension
fund, the employer could be com-
pelled in a first round of negotiations
to call on employees' representatives
before having the right to take a uni-
lateral decision," he said.

Other future necessities include the

creation of a pension fund guarantee
institution and performance measure-
mentstandards, Mr. Vandier added.

The latest phase of social security
reform in Germany threatens to in-
crease the short-term costs for em-

ployers, said Ulrich Jurgens, manag-
ing director of Hamburger Pen-
sionsverwaltung, based in Hamburg,
Germany. However, the reform will
ease the long4erm burden on employ-
ers by reducing the contributions they
will have to make.

The contribution rate for the social

security pension system rose in 1998
to 21% from 20.3%, but the value-
added tax was raised to 16% from

15% effective April 1.

Germany has four types of occupa-
tional pension systems that face in-
creasing problems with regulation
and taxation.

' Many German companies carry
their pension liabilities as book re-
serves. These book reserves should not

be seen solely as an unfunded bal-
ance-sheet risk for companies, though
the level of funding of these systems is
insufficient because of tax legislation,
Mr. Jurgens said.

"Future payments have to be dis-
counted at 6%," he said. "This means
that at least 6% should be earned by
the company. Neither future salary
nor future pension increases may be
taken into account when calculating
pension reserves-that is, the level of
funding. Pension liabilities towards
employees who are younger than 30
have to be ignored completely."

The second-most important occu-
pational pension vehicles in Germany
are the Pensionskassen, or captive
pension assurance companies.

The advantage of these, explained
Mr. Jurgens, is employees can make
contributions at different levels and

maintain their active membership
even if they change jobs or take a
break from work. Also, because these
pension vehicles are controlled by the
insurance supervisory authority, they
are regarded as safe.

But the government puts consider-
able reporting and management bur-
dens on the Pensionskassen. There are

strict regulations in the investment of
assets, especially in equities, which
are limited to 30%.

"The real problem for Pension-
skassen in Germany is taxation. Pen-
sionskassen are subject to a system of
taxing the contributions and letting
the pensions be paid tax-free. In con-
crete terms, an employee's contribu-
tion to a Pensionskasse has to be paid
out of his net income," he said.

A third vehicle is the support fund,
known as the Unterstutzungskassen.
This is a separate legal entity. Em-
ployers' contributions to these funds
do not cause tax disadvantages for the
employee, and there is complete in-
vestment freedom. "The only problem
is that, in general, there isn't much to
be invested because the tax legislation
in Germany does not allow for suffi-
cient funding," he noted.

Continued on next page
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The result has been that as the pean single currency, the Euro, ate a fiscal harmonization because ton, chief executive and secretary

reinsured support funds hdve p- und the prospect of European Mon- the most fiscally attractive haven," national Securities Market Assn
peared These are support funds etary Union has important conse- Mr Bedell-Pearce said "Monetary union must be the

tr,7--that have bought pension policies quences for pension provision in The political consequences not- crowing jewel of the single market *i, f  'from Pensionskassen or assurance Europe Pension plovision 16 assist- withstanding, business 16 worrlod program and not a tool ot reac- B
companies to cover their own lia- ed by tax incent-ves, but because about fiscal haimonization, espe- tionary forces trying to reimpose
bilities The reinsuiance contribu- these are linked to the national tax cially if it involves the introduction state control over the management
tion paid by the employer to the system there is an effective barrier of withholding taxes at source "If of pnvate capital," he added
support fund 15 tax-free, but the to cross-border provision, said Mr EMU commences on time, the po- But speakers feared for increas-
pension paid out to the employee ts Bedell-Pearce litical push for additional harmo- Ing regulation at a European level Coverage
taxable "This is a vehicle waich As the demand for cross-border nization taxes at source will start because of Europe's long tradition
allows foi sufficient external fund- provision rises, he said, so will the all over again They should be of state intervention "We have a
ing without creating tax problems call for a harmon zation of ta> leg- steadfastly resisted There is abso- long tradition of state involvement 
for the employees, ' Mr Jurgens islation in the European Union "I lutely no place for such 1970-type in France going back to Louis
said believe that (in) five to 10 years in governmental action in the global XIV," said Mr Vandier ig]

Royal/Dutch Shell revam ps its pension plans
By MARIA KIELMAS the one hand and more individual assets Funded defmed benefit plans this carnes extra cost It also leads, as

4

provisions based on available defined prevan m Shell's major countnes the has been the case m the Netherlands,
LONDON-he changtng makeup contnbutions and ,:avings elements," United Kingdom, with its interns- to costly additional ambitions in re- ,

of its workforce and a corpoiate re- Mr Van Rees added Retirement age tional headquarters m London, and spect of so-called 'repairs of old sores 1, ,

structunng has prompted oil multina- will be geared to Individual choice the Netherlands, with its corporate and white spots m the pension cover- f

tional Royal/Dutch Shell Group tore- Lvithin a permitted range and depen- headquarters at The Hague age of the past,' for example. the
vamp its pension plans to offer em- dent on mdividual savings The Shell fund m the Netherlands is backdatmg of new rules to cover im-
ployees more flexibility and choice Shell says flexibility and choice admimstered by a management com- merly excluded categones," lie said

Competition, technology and new should not Increase its costs pany that looks after both liabilities Shell began its pension revampmg .:
financial requirements are producing "The mtroduction of flexibdit, and and assets The beneficianes are more three years ago Among the changes 2

r4a new type of organization and a new indiwdual choice calls for transptiren- than 18,000 pensioners more than • The direct link between the state if

type of employee, said Kees van Rees, cy and simplicity m the design of 12,000 active staff and some 6,000 for- pension level and the supplementary
general manager of the Shell Pen- plans If you offer staff a choice, you mer employees with deferred nghts pension plan was severed, and this ,29,. -
sioenfon(is Beheer BV, the Shell Den- need to do lt ma manner that staff Total assets are worth $12 2 billion process will be followed up dunng h6 4: .4- .u'lsion plan Hespoke ata conference in understand what the choice is and The fund had a return of 227% in this year The Dutch state pension :fr, :9+ 4
London on "The Future of European what the consequences will be, thus 1996, received $160 nullion mpremi- system is based on contributions  - .2 - -

r /4,4- 1Pensions" organized by the Royal In- ensurini: responsible decisions " he ums and paid out $440 milhon in pen- made by people m their home coun- L:*a.P-
stitute of International ,\lidirs cont=11)Ulxt sions The average return over the tnes When overseas assigninents

Companies are shifting away from Poor communication has been one past five years has been ll 9% meant they were unable to make the
benefit packages designed for career of the problems Shell has encountered Shell's fund is the second largest in required contributions to the Dutch

/ -1-1employees Rather, as they focus on as it has Ievamped its pension and the Netherlands, which has mote than government, Shell made up the differ-
core businesses, employers are lt,ok- benefit programs Atits ofhees mHol- 900 company plans and 80 large m- ence, but because of cost-euttmg it no L,+A 4 +

1 --

1ng for highly versatile and mobile land, a national pensions ombudsman dustrywide plans Of those working m longer arnll make up the difference,
staffers who Still can expect develop- has been present f,jr a year and half, the private sector, 85% are covered, The change was mtroduced m 1996

4 3,117

ment opportunities but nola contract andmore than half the questions the and 100% mthepubhesector arecov- "This cut an Important nskout of the
8 .J 81

for lde, Mr Van Rees said office gets concern communication ered Some 11% of the 16milhonpop- plan," Mr VanReessaid
According to Shell, there will not be 'This signal has been taken up sen- ulation are pensioners Assets m pen- Vanous possibilities for personal I Rn

a extreme shift in pension policy Col- ously and, as a matter of cost-con- sion plans total $350 bilhon choice were introduced, such as
lective plans witth a strong coopera- sciousness, we try to avoid 1(,4,-com- The first regulations for pension • Vanable pension payments A 1.1
live content and an emphasis on re- plex new designs dimandirig even funds were Introduced in 1952, with higherpayment could be made on re-
tention of staff, containment and m- more effort on the communications ensunng plan members rights the tlrement and a lower pension after
surance wlll not shift to mdividual side than is already demanded mour main obiective, Mr Van Rees noted five or 10 years, or vice versa
plans with a strong competitive ele- normal course of affairs," Mr Van Apart from tackling the aging issue •A possibility to trade in a sur- International Medical
ment emphasizing attraction of staff, Rees san in pension provision, the Dutch gov- vivor's pension for an old-age pension
individual negotiation of employment Sliell operates 40 pension hinds, ernment wants to pay attention to or vice versa Group, Inc. {IMG) provides
condrtions and mdiwdual sanng with assets worth $45 9 bilhon at the equal-treatment provisions ln pension • A partial pension dlizinf; tlie last

medical, life and supple-"A more likely trendis a move to- endof 1996 Amajor share of thes.e as- plan design 60 its plans comply wlth two years of working before normal
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Beset by claims,
lawyers' mutual

facing big deficit
LONDON-Legal repercus-

sions from a U.K. real estate mar-

ket crash in the late 1980s that

are still being felt by the Solici-
tors Indemnity Fund may sink
the professional liability insurer.

Fiscal 1997 results of the SIF, a
inutual insurer that writes pro-
fessional liability coverage for
lawyers in England and Wales,
reveals that claims stemming
from massive property losses
continue to grow.

For the year ending Aug. 31,
1997, 65% of the value of all
claims paid by the lawyers' mu-
tual insurer were related to prop-
erty or mortgage-related work
carried out by lawyers, the SIF's
annual report states.

Claims stemming from lawsuits
over attorneys' property evalua-
tion and mortgage work repre-
sented 64% of the value of claims

paid in fiscal 1996, up from 57%
in fiscal 1995 and 56% in fiscal

1994.

Under these and other profes-
sional liability claims, the mutual
insurer projects that, based on
current liability estimates, the
SIF would face a shortfall of

£432.65 million ($726.5 million).
To meet the difference, the SIF
would assess its members.

The shortfall for fiscal 1997

alone is £74 million ($124.3 mil-
lion), based on estimated claims
payable of £325 million ($545.7
million) and reinsurance premi-
ums and other expenses of £11

million ($18.5 million) vs. total
premiums of £195 million ($327.4
million) and investment income
of £67 million ($112.5 million).

The latest figures make the
SIF's future increasingly uncer-
tain. All registered law firms
practicing in England and Wales
must buy at least £1 million ($1.7
million) in limits from the mutual
insurer under regulations of the
Law Society. However, a recen:
report by the Law Society exam-
ining the viability of the insurer
recommended overhauling the
fund but retaining a mutual ar-
rangement (BI, Jan. 19).

Many law firms have said they
would find more affordable and

secure liability coverage from
commercial insurers. One leading
professional liability broker
claims that law firms would save

at least 40% of their premiums by
scrapping the SIF and buying
commercial insurance (see relat-
ed story).

According to the SIF's annual
report, claims brought against
lawyers by lenders in failed prop-
erty deals have been a "major
contributing factor to the in-
creased costs of claims over all

indemnity years since the proper-
ty recession."

But, the report notes that
"courts are growing increasingly
unsympathetic" to lenders' argu-
ments that losses from the prop-
erty recession are lawyers' fault.

-By Carolyn Aldred
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AXA=UAP
Continued from page 21

Eastern Europe, in particular the
Czech Republic and Poland, is anoth-
er area where the French insurer in-

tends to expand, Mr. Bebear added.
The company already is represented
in Hungary through its German sub-
sidiary, Cologne-based AXA Colonia.

Mr. Bebear said the mergers of bro-
kers, including the agreed takeover of

French broker Le Blanc de Nicolayby
Aon Corp. (BI, Feb. 16), and Willis
Corroon Group P.L.C.'s acquisition of
a one-third stake m Gras Savoye S.A.,
worry him more than consolidation of
other insumnce companies.

The creation of megabrokers"can
create real problems," particularly in
commercial lines, where fewer than
10 major players remain, he said.
These enlarged brokers now are so

powerful that it"does not permit us to
get insurance business as profitably as
is necessary," said Mr. Bebear.

However, Claude Tendil, the group'
senior executive vp, added that for a
company the size of AXA-UAP, it is
easier to work with international bro-

kers on international programs. "We
are a global player, and it is natural to
have a global partner," he said.

Presenting AXA-UAP's first results
since AXA's acquisition of Union des
Assurances de Paris last year, the en-
larged group reported 1997 net in-
come of 7.92 billion French francs

($1.32 billion) compared with 3.81 bil-
lion F'rench francs ($734.2 million) for
AXA alone in 1996.

Mr. Bebear said it was impossible to
give a pro-forma profit figure for 1996
to include UAP because the latter

company was consolidated into AXA-
UAP using the purchase GAAP ae-
counting method.

However, revenues rose to 365 bil-

lion French francs ($60.92 billion)
from a pro forma 325 billion French
francs ($61.78 billion) in 1996 and as-
sets under management increased by
22% to 3.02 trillion French francs

($502.2 billion).
Life insurance contributed 3.9 bil-

lion French francs ($648.6 million) to
AXA-UAP's 1997 net income, com-
pared with a 1.6 billion French franc
($308.3 million) contribution to AXA
S.A.'s income in 1996. The result rep-
resented both growth in business and
good investment nesults

Property and casualty insurance
contributed 2.4 billion French francs

($399.1 million) to AXA-UAP's 1997
net income, against a 525 million
French franc ($101.2 million) contri-
bution to AXA S.A:s 1996 results,

aided by tight control of expenses and
favorable investment results in most

countries. Ill

Broker advocates private legal cover
By CAROLYN ALDRED

LONDON-Law firms should be

able to buy primary coverage from the
commercial insurance market, in ad-

dition to using captive arrangements,
rather than be forced into an industry
mutual, says London broker Nelson
Hurst & Marsh Ltd.

By doing so, most law firms could
reduce their premiums by at least
40% and seek coverage more suited to
their requirements, the broker said in
a report prepared for a group of lead-
ing U.K law firms.

The report likely will provide am-
Immition for the many law firms call-
ing for scrapping the Solicitors In-
demnity Fund, a mutual insurer set
up in 1987 to provide the £1 million
($1.7 million) of professional indemni-
ty coverage required of all law firms
operating in England and Wales.

Firnis may get additional ammuni-
tion from the furid's poor 1997 results.
In its annual report, the Solicitors In-
demnity Fund said its shortfall for all
indemnity years up tc 1996-1997 is
£432.65 nlillion ($723 million), despite
a 50% hike in premiums levied last
year (BI, Jan. 19). The fund is recom-
mending members pay for the short-
fall over seven years. Including inter-
est, this would mean an additional
£81.7 million ($136.5 rnillion) must be
collected annually from members (see
stcry, page 22).

An Indemnity Insurance Review
Group, set up by the Law Society, is
exploring possible changes to the cur-
rent arrangements. In a January re-
port, the group recommended pre-
serving some form of mutual insur-
ance, preferably using multiple insur-
ance funds (BI, Jan. 19)

Bu: the Nelson Hurst report argues
that mutuality is unsuitable for pro-
fessional indemnity insurance, noting
that other professional disciplines
successfully use commercial insurers
to provide primary coverage after ex-
peilencing problems with mutual ar-
rangements.

Nelson Hurst, comparing two un-
named but similar size firms, found

that an accounting firm insured in the
commercial market gets an indemnity
limit of £50 million ($83.6 million) for
the same premium that a legal firm
pays the SIF for £1 million of cover-
age. The report also noted that law
firms in Ireland and in most U.S.

states place primary coverage in the
commercial market.

According to Nelson Hurst, the
United Kingdom's large international
and provincial law firms have
quadrupled in size over the past
decade and expect to have greater
control of their business arrange-
ments, including risk management
and insurance. As large law firms be-
gin to expand their legal practices,
mutualinsurance will become unsuit-

able, the report claims
Preliminary inquiries to underwrit-

ers indicate that the commercial mar-

ket is willing to underwrite primary
coverage for lawyers at a very com-
petitive rate, said Nelson Hurst Direc-
tor Trevor Moss. Initial figures sug-
gest savings of at least 40 % could be
achieved by most law firms, he said.
The broker is preparing more detailed
figures.

The report noted that previous hard
markets generally have affected the
capacity to provide higher catastro-

phe limits rather than making prima-
ry coverage unavailable.

Meanwhile, alternative risk mecha-
nisms are playing an increasing part
in law firms' insurance arrangements,
and Nelson Hurst predicts that a large
proportion of the top 100 U.K. law
firms will use some form of self-insur-

ance for protecting their primary ex-
posures in the future.

Several of the United Kingdom's
leading law firms have already set up
offshore captive insurers for insuling
their deductibles. Other law firms

participate in association captives,
while still other firms "have expressed
a desire to sign up with a captive to
insure their deductibles, pending a de-
cision on the future of the SIF," the re-
port notes.

Nelson Hurst estimates that 800 of

the total 8,542 law firms practicing in
England and Wales may find it diffi-
cult to obtain commercial insurance.

It suggests that an assigned risk pool,
possibly managed by the SIF, be set
up to provide up to two years' cover-
age for those companies unable to buy
commercial insurance. Such an ar-

rangement must include strict risk
improvement requirements, eventual-
ly allowing law firms to buy commer-
cial coverage, the report says.

Nelson Hurst also suggests that the
commercial market may offer a finan-
cial solution to the SIF's massive

shortfall if given the opportunity to
write primary coverage for law firms.

Mr. Moss hopes the broker's report
will further the discussion during the
consultation period of the Law Soci-
ety's review group, chaired by attor-
ney John Appleby.

"Some (law) firms consider that the
debate has not been well discussed

and that reasoned arguments have not
been listened to," he said. Ell
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Equitas
Continued from page 21
liability. "

Meanwhile, Equitas has announced
changes to its processing system to al-
low the company to focus more on
large-value, low-frequency transac-
tions while dealing more efficiently
with small-value, high-frequency
transactions.

The changes aim to reduce Equitas'
operating costs by £30 million ($50.2
million) annually. Those costs are ex-
pected to be about £250 million
[$418.6 million) for the year ended
March 1998.

Michael Crall, Equitas chief execu-
tive officer, said the changes target the
three major factors driving Equitas'
costs: processing too many small
items, managing too many syndicates,
and insufficient quality control.

Of the 390 syndicates under its
management, Equitas has identified
150 from which it will collect a total of

less than £10 million ($16.7 million) in
reinsurance.

Rather than conducting routine
daily proceRfing, Equitas now will re-
view losses attached to these syndi-
cates only annually or every six
months, depending on the size of the
syndicate and the type of reinsurance
program it has.

The change will not delay Equitas'
claims paying, but it is aimed at im-
proving the efficiency of its reinsur-
ance collections by effectively placing

small syndicates in "cold storage," so
that collection costs are not wasted on

small amounts.

This change will accelerate the
movement of Equitas' syndicate man-
agement from outside managing
agents, of which there are about 30,
into Equitas. Within six months, Eq-
uitas expects all its syndicates to be
managed by Equitas or one of its two
supporting runoff specialists, East-
gate Syndicate Management Ltd. and
Whittington Syndicate Management
Ltd., both based in London. This mi-
gration was originally not expected to
be completed until 2000.

Equitas has introduced similar
changes to how it issues collecting
notes to reinsurers. Rather than issu-

ing collecting notes for every claim,
Equitas will aggregate its individual
syndicates' reinsurance claims until
they have reached a threshold of
$25,000. Equitas expects the change
to reduce the volume of collecting
notesprocessedby 58%.

Again, the change will not delay
Equitas' claims paying. It will defer
the company's cash flow from rein-
surers, but Equitas is confident reduc-
tions in operating costs will make up
for that.

Equitas also is finalizing plans to
create a "front desk" for quality-con-
trol purposes. Under the system, all
necessary processing information will
be captured and validated by Equitas'
own system before Equitas adjusters
reach reinsurance claims settlements

with policyholders' brokers. N

E.U. rules hampering
P&1 clubs, group says

By EDWIN UNSWORTH

LONDON-The International

Group of P&I Clubs wants another
chance to argue that it should be ex-
empt from European Union competi-
tion rules.

Last week the International Group,
which represents 15 protection and
indemnity clubs, told Competition
Commissioner Karel van Miert it

wants to continue a dialogue "so as to
resolve all outstanding issues without
delay and to remove uncertainty
about the grouptaITangements."

At issue is the International Group
Arrangement, a rule among the P&I
clubs that a shipowner who moves li-
ability coverage from one club to an-
other can do so for the first year only
at the rate quoted by the previous
club. This is to prevent shipowners
moving their liability coverages from
one P&I club to another in hopes of
getting lower rates than their claims
records may warrant.

The International Group has had an
exemption since 1985 from E.U. com-
petition rules to operate this system.
Ihe clubs say the IGA underpins their
mutual system and arrangements for
pooling losses above a certain level.

But Mr. van Miert wants more

'transparency" put into the P&I sys-
tem so members can more clearly see
how rates are determined, and he
thinks that as now implemented, the
[GA limits the possibilities for this.

The International Group wants
more dialogue, because it believes it
has not had a proper opportunity to
discuss its transparency proposal,
which it put forth last November.

George Greenwood, International
Group chairman, said the proposal
aims to create "a level playing field"
among clubs by having them reveal
more about their administrative costs.

Each club would publish an expense
ratio showing payouts against in-
come. The ratios would be based on a

five-year average, calculated on a uni-
form basis. Publishing such informa-
tion would clarify for shipowners

what they get for what they pay.
A spokesman for Mr. van Miert's

office said the International Group's
proposals will be considered and that
if these fail to lead to an agreement,
there may be an opportunity for talks.

In February, the Competition Di-
rectorate rebuffed the International

Group's "exploratory suggestions"
about publishing the expense ratios
for enhancing the transparency of its
operations.

In 1985 the International Group got
a 10-year exemption from normal
competition rules in order to operate
she IGA Since the exemption expired
m 1995, however, the director has de-
eided the rule is anti-competitive, 

ADVERTISER

INDEX

Issue of March 30

ADVERTISER PAGE #

Allendale Insurance.............6-7

Burnham Systems .... .........24

Business Insurance.... ....13,16,22

Carvill America, Inc..............27

Employers Reinsurance Corp. . .10-11

Frontier Adjusters ..............25

General Accident Insurance ... .14-15

IMG.........................23

Lockton Companies ..............4

NCO ............... ........ .12

Old Republic Risk Management . . .18

Reliance National ...............32

Risk Capital Reinsurance Co. ......9

SAFECO Insurance Company .... .17

Zurich-American .................5

INTERNATIONAL

Aviation
Continued from page 21
the 1996 total of $525 million. Twen-

ty-two Western-built jets were total
losses in 1997, two fewer than in 1996.

Mr. Selby described 1997 as "a year
of two halves." The first half saw an

exceptionally low level of major acci-
dents, but the second half was marked
by a 12-day period in August with
seven major crashes. The most signifi-
cant was the Korean Air Lines Boeing
747-300 that crashed on the Pacific is-

land of Guam, killing 228 people.
First-quarter 1998 has not been

good for aviation underwriters, Mr.
Selby said. The most significant losses
so far are the China Airlines Airbus

A300-60OR, which had a hull value of
$71.5 million and crashed in Taiwan
in February, and a Manila-based
Cebu Pacific Air DC-9 that crashed

into a Philippines mountain in early
February (BI, Feb. 23).
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Tony Medniuk, managing director
of the London-based British Aviation

Insurance Group Ltd. and a member
of the AIOA executive committee,
said 1998 has started with a much

more recognizable loss pattern, and
"as such, we can see the exposures
that are out there."

"If we have a year of 20 or 22 jet
losses, then it is difficult to see" how

pure underwriting profits can be
made at current prices, he said.

Mr. Selby said it is hard to general-
ize about profitability as individual
aviation underwriters write business

as they see fit. But he said a realistic
income base for aviation business will
have to be re-established in the not-

too-distant future. "The longer the
pricing situation prevails, the greater
the correction that will ultimately
have to be made," he said.

Mr. Selby said changing aviation
insurance prices is a gradual process,
not something that will happen
overnight. He said catastrophic losses

are not the only way market pricing
will change, but they may be "a con-
tributing factor."

Mr. Medniuk agreed that there does
not necessarily need to be a couple of
major catastrophic losses to change
pricing. He said a run of smaller loss-
es and external factors, such as wind-

storm damage to airfiel(is, can take
out extra capacity.

Mr. Selby said aviation is a dynam-
ic industry, averaging 6% to 8%
growth in aircraft used per year, but
that in itself is a threat to safety. He
said that even if the industry main-
tains its current safety levels, which
he said are very good, the number of
accidents is going to increase as the
number of aircraft increases.

"The challenge that faces the airline
industry, and we (insurers) have to be
co-risk managers in this situation, is
to improve the level of safety beyond
what it is at the moment," he said.

Mr. Selby admitted that would be
difficult. lEi

Coface ceding Chinese risk
PARIS-In an illustration of a

new strategy, French political risk
insurer Coface has used the private
market to reinsure most of its long-
term exposure to China.

This transaction, the first of its
kind for Paris-based Coface, marks
a new management strategy aimed
at making use of the large reinsur-
ance capacity available on the in-
ternational market, a French Fi-

nance Ministry statement said
Coface, which used to be state-

owned but has been privatized,
writes export credit and political
risk insurance on short- to medi-

um-term business. For long-term
business, Coface acts as a managing
agent for the French government,
which provides guarantees for
long-term business.

The aggregate amount of treaty

reinsurance is $100 million over a
period of 10 years. Coface retains
20% and reinsures 80% with

Bermuda-based specialty political
risk insurer Sovereign Risk Insur-
ance Ltd. Sovereign is a joint ven-
ture of X.L. Insurance Co. Ltd.,
ACE Ltd. and Risk Capital Rein-
surance Co.

Coface will retain 20% of the risk

on the portfolio being reinsured on
behalf of the French government,
the statement said.

"We had to reduce our exposure
to China and would like to take

benefit of the capacity in the mar-
ket," a Coface spokesman said.

The insurer had a disproportion-
ately higher exposure limit in Chi-
na compared with other countries
and so sought to reduce that level
through reinsurance, he said.

Nevertheless, even after the rein-
surance, China remains Coface's

greatest exposure, followed by Al-
genia and Egypt, the spokesman
added. He would not provide fig-
ures for the company's long-term
exposures.

During the past year, Coface's fu-
ture was cast in doubt amid com-

peting bids for Assurances Gen-
erales de France, which has a con-

trolling interest in Coface. Although
German insurer Allianz AG. Hold-

ing ultimately won the battle to buy
AGF, the French government has
insisted that a French company re-
tain control of Coface. Paris-based

SCOR S.A. has expressed an inter-
est in increasing its stake in Coface,
though the government has not yet
ruled on the matter.

-By Maria Kietmas

Fil.I
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HELP WANTED HELP WANTED HELP WANTED HELP WANTED HELP WANTED REQUEST FOR PROPOSALS

UNDERWRITERS/AGENTS
DIRECTOR OF OPERATIONS TRAINING/SAFETY MANAGER ASSOCIATE UNDERWRITER The State of Nevada Is soliciting proposals

A+ rated Insurance Company seeks City of Bloomington, Illinois Managing General Agent of national from qualified vendors to serve as a Third
specialty underwriters/agents for DIRECTOR OF SPECIAL The Crty of Bloomington, illinois is seeking durable goods program for a top 20 P&C Party Administrator for the Self-funded
growth and piofit-fharing

G. McGEE & ASSOCIATES RISK GROUPS

Fax 201-666-2642 Worried about your future? Take this opportu Looking
Medical Plan and/or Dental Plan fromqualified applicants for the position of insurer seeks an underwriter experienced

Training/Safety Manager to develop and m underwriting the durable goods Indus- January 1, 1999 through December 31,
800-566-4578 2001 The successful vendor shall furnishcontro the City's safety program try, manufacturing or wholesaling 2-5

Requi-es ccnsiderable knowledge ard skill years experience desirable CPCU helpful and manage a state-of-the-art medical
email gmcgee@ix netcom com nity to Join a company which is defining the

future Riedman Insurance Riedman Insurance in coordinating and conducting training Send resume to American Wholesalers Un- and/or dental claim payment program,

with 65 offices m 12 states continues its rapid lora in occ.,pational safety, accidentinvestiga- derwriting, Ltd, 1100 High Ridge Road, providing the State's employees with
growth as one of the insurance industry's lead- tion, safety inspections and prevention Ste, 203, Stamford, CT 06905 or fax to prompt and accurate claims handling and

programs Coordinate and review worker's (203) 322-9776 customer service
mg privately held firms We are now seeking
two Sentor Level Directors The qualified candi compensation processing and reports, Sealed proposals may be submitted m

PROPERT¥/CASUALTY ACTUARY date for the Director of Operations willbea self

The Alaska DivIS[(n of Insurance is looking for o starter whoiswell versed in computer software candidate monitor compliance with federal and accordance with Request For Proposal No
state regulation and requirements of 1014, until 200 pm, May 1, 1998 To

systems, able to develop and manage a compre work, develop and maintain safety LEGAL NOTICE obtain a copy of the RFP, contact Kathy
P/( aduory to wot in the Juneou omce Res,nfl hensive strategic plan, and lead the organiza comp lance policies, procedures and Pruitt at (702) 684-8676

bilmes indude ossisting with the review of tion m developing more effective ways to oper propcsals Maintenance of appropriate
records and reports on vehicles, equip- TO ALL POTENTIAL CREDITORScomplex lote filmgs, pamapating m ftnoncial ate The Director of Special Risk Groups will

exommotions, omi advising the director in the have 10+ years insurance experience, the ability ment, me-hods, materials and testing CF ROBERT K LOWRY

techniques Requires a Bachelors degree PLEASE TAKE NOTICE that on
REQUEST FOR PROPOSALS

development of qulafions oind regulotor, #cy to manufacture new programs, experience m
in Ocupational Safety and Health or a March 16, 1998, the United Statesalternative risk transfer, and implementing

Roquind quollficatlons KAS 01 neor ACAS and 5 programs in the 1-5 million area related field, or equivalent combination Bankruptcy Court in the Central District of
PUBLIC NOTICEof training and experience Must have Callfornia, Case No SA 98-12113 JR intheyeals propelly/cosuolly a[tuanal expenence We offer competitive pay and an excellent the job? City of New Yorkexcellent computer skills Highly desire Case of In re Robert K Lowrv, set a barIonmct Ditedor Monanne K Buke, Alaska benefits package For consideration mail or fax ASP, CSP, ARM or ALCM Certification date for filing proofs of claim m that The City of New York Pre-Tax Benefits

Division of Ingmace, P O Box 110805, juneou, resume, indicating desired position, with salary
requirements to RIEDMAN CORPORATION, Posse,sion of a valid Drivers License bankruptcy case of May 15, 1998 Proofs Program ts soliciting competitive propos-

AK 99811 Phons (907) 465 2515, $41,218- $61,827, plus excellent benefits of claim are to be filed with the Clerk of als from qualified vendors to provide ad-
Human Resources, 45 East Avenue, Rochester,

Fax (901) 465 3422 Cont:Ct Human Resources for required the Bankruptcy Court by May 15, 1998 at visory and administrative services relatingNY, 14604, FAX (116) 232 6179 EOE
The most City application at 109 East Olive Street, 34 Civic Center Plaza, Room 506, Santa to Its Section 125, Flexible Spending Ac-
talented men Bloomington, IL 61701 (309) 434 - 2215 Ana, CA 92701 Ycu are not required to count plans with special emphasis on Sec-

Completed application must be post- file a Proof ot Claim Any creditor whose tion 129(a) component plans for City ofand women in
"Where Professionals Insure Their Careers marked by April 7, 1998 EOE claim is not scheduled, or ts scheduled as New York Employees The City offers em-

EXECUTIVE RECRUITERS NATIONWIDE
the insurance disputed, contingent, or unliquidated, ployees an elective opportunity to reduce
Industry know should file a Proof of Claim Any creditor their cash compensation m order to re-
where to turn HELP WANTED whose cialm is either not scheduled or Is ceive an equivalent amount of payment
when they want scheduled as disputed, contingent or for dependent care assistance and health

unliquidated. and who does not file a related uninsured expenses that will be
0 Risk Management 0 Insurance Brokerage to make their

Proof of Claim by May 15, 1998 shall not excluded from gross Income under Sec-
O Safety & Loss Control O Risk Management moves DIRECTOR be treated as a creditor with respect to tions 125 and 129(a) of the Internal Rev-
0 Claims Management Consulting . RISK FINANCE & INSURANCE such claim for the purposes of voting and enue Code The City also offers Medical

distribution Spending Conversion that allows health

Also Ask About Our Temporary Opportunities Insurance U S WEST, a leader m the telecommunica- ROBERT K LOWRY was an premiums to be deducted from employee
tions Industry, has an immediate openmgm underwriter and investor in LLOYD'S OF compensation on a federal pretax basis

15 James Street, Main Level, Florham Park, NJ 07932 Denver, Colorado, for a professional who LONDON INSURANCE SYNDICATES for the The program allows for the inclusion ofCall.
Call 201-765-9000 · Fax 201-765-9009 will je resionsible for the strategic planning periods of 1977 through 1990 Those syn some 400,000 public sector employees eli-

Cheryl Adeszko and directing ofal risk financing activities dicates included aviation syndicates, non- gible for benefits The Request for Propos-
at 312-649-5340 als is available beginning 4/3/98 ProposalsRICHARD MEYERS for the corporation marine syndicates, and marine syndicates
for advertising The successful candidate will have the best Asbestos and pollution were some of the will be due on 5/15/98 To receive a copy

ar ASSOCIATZa INC. details combination of the following skills and risks insured Reinsurance was engaged in of the RFP or if you have any questions,quahicat ons, which are reflective of an by the syndicates ROBERT K LOWRY was please contact Lou Porpora at (212) 306-7306
ideal candidate Undergraduate degree m Involved In the following insurance syndi-

cates, which are listed by number and This notice was prepared and submittedbusmess or related Risk Management field year, which Insurarce syndicates have also byand 10-12 years experience or a graduate
been reinsured into Equitas, sometimes

degree (Finance or MBA) with 8 to 10 years known as Equitas Holdings Limited, Equl- Lou Porporaexpenence Professional certifications tas Reinsurance or Equitas Retrocession
strongly preferred (ARM, CPU) Excellent Pre-Tax Benefits Program

SALES interpersonal, managerial, organizational, 40 Rector Street, 3rd Floor

comfuter and presentation skills 0295-1989 0295-1990 0509-1990 New York, New York 10006
1097-1989 1097-1990 0317-1982 (212) 306 - 7306

U S WEST is an equal opportunity/affrma-
tive action employer Any offer of employ 0707-1989 0707-1990 0740-1990

PROFESSIONAL mert is conditional upon satisfactory 0741-1990 0298-1989 0950-1990

completion of pre-employment background
venicaticnand drug testing Tobeccnsid- ROBERT K LOWRY was also involved in Insursnee

Chicago Area erec, resumes must include salary re<uire the following syndicates
merts and be received by April 8, 1998 Circulation Breakdown
Please send or fax resumes to 0298-1988 0707-1988 0760-1990

The person we seek has a successful track record of Commercial Consumers
USWEST 0780-1990 0851-1990 1005-1990 Administrative

selling at the C.E.O. level. Requirements include strong - Reference RFIBMM CEO's, Presidents, and Owners, 2,710
7800 East Orchard Road, Suite 240credibility, prospecting, networking, presentation and TURNER AND REYNOLDS Vce Presidents, General Managers and

Englewood, CO 80111 Other Administtative Personnel 5,122

closing skills. Must be detail oriented and analytical. FAX (303) 793-6309 By RICHARD J REYNOLDS Financial

We are the SINGLE SOURCE SOLUTION which enable Attorneys for Debtor ROBERT K LOWRy Chief Financial Officers and Vice Presidents
of finance 5,429

business owners to concentrate on their core business. Secretanes, Treasurers, controllers and

LEGAL NOTICE LEGAL NOTICE other Financial Personnel 4145

We provide a comprehensive package of outsourced
RisklEmployee Benehts

services to small and medium size companies. Vice Presidents, Directors, Managers, and other
UNITED STATES BANKRUPTCY COURT related department personnel of insurance, nsk,

SOUTHERN DISTRICT OF NEW YORK employee benefits, personnel, compensation,

We offer a ground floor opportunity to join a leader in a pension, sately, secun, industnal relations
IN THE PETITION OF ANTHONY JAMES MCMAHON AN[) PHILIP human resources and employee/major GROWTH industry, unlimited earning potential WEDGWOOD WALLACE, AS JOINT PROVISIONAL LIQUIDATORS OF labor relations 14,748

including salary, commissions and a comprehensive SOVEREIGN MARINE & GENERAL INSURANCE COMPANY LIMITED, Sub-total 32,154

benefits program. Send letter or resume including work Case No. 97-8-44652 (CB)
Associattons 286

Government, Unions and

experience, accomplishments, references and salary history NOTICE IS HEREBY GIVEN that on March 23,1998, the Bankruptcy Court entered Educational Institutions 1,019

to: an order (the "Orde,") Continumg the Preliminaty Injunction Order pursuant to 11 USC §§ 105 Commercial Consumers

and 304,b) originally entered m this case on July 31, 1997 The 0 der shall femain in effect
Sub-total 33,459

Insurance Agents and Brokers 8,083

S¥NERS¥ pending a hearing scheduled to be he d on October 21,1998 al 10 00 a m before the Honorable Insumnce Companies 6,933

Cofftellus Blackshear, United States Bankruptcy Judge, in the Alexander Hamilton Custom House,
Accountants, Actuanes,

Attorneys & Consultants 2,705

180 North Michigan Avenue, Suite 1110 One Bowling Gmen, New York, New York Any person wishing to obtam a copy ol the Order should Adjusters, Appraisers, TPA's, Captive Managers

Chicago, Illinois 60601 conladlvy Kepner at (212) 504 - 6402 & Health Care Providers 1,578
Others Allied to the Field 757

Fax: (312)977-9039 CADWALADER, WICKERSHAM & TAFT Total Qualified 53,515

100 Maiden Lane Non-qualmed/Paid Subscnptions 14

E-mail: barry.newman@the-synergy-plan.com New York, New York 10038 Single Copy Sales 27

Tel: (212) 504 - 6000
TOTAL CIRCULAnON 53,556

Equal Opportunity Employer M/F
Fax: (212) 504 - 6666

* Source Busines*Occupabonal
breakdown ot qualifted cimulabon,

Attention: Ken Coleman November24,1997 Issue, as

Lisa Dorr submitted to BPA for Decenber 1997
BPA Pullishes Statement



Ruling
Continued from page 1
14th Amendment Section 1983.

rhey argued that the reforms al-
low employers or insurers to sus-
pend payment of workers comp
medical benefits without prior no-
tice and without giving employees
the opportunity to be heard, ac-
cording to court records.

In that way, 70,000 workers have
lost their medical benefits since

1993, said Jim Moran, director of
the Philadelphia Area Project on
Occupational Safety and Health, a
labor support group backed by 150
unions. Workers were forced to tap
their health insurance policies or
dig into their own pockets to re-
ceive treatment, Mr. Moran said.

The Circuit Court ruled on the

substantive issues but remanded

the question of certifying the class,
monetary judgment, and whether
state officials should be included

as defendants to the U.S. District

Court for the Eastern District of

Pennsylvania, where the case was
originally heard.

Several insurers and the Ameri-

can Insurance Assn. said they will
appeal the decision to the U.S.
Supreme Court and will ask for a

stay of the Circuit Court's decision.
"The level of concern is high,"

said a spokeswoman for Zurich-
American Insurance Group, one of
the defendants.

Senior Circuit Judge Leonard I.
Garth wrote the opinion. He
warned that the court's holding,
making insurers an arm of the
state, is limited to the unique con-
text in which the immediate provi-
sions arose.

But insurers are very concerned
because they believe the court's
decision ultimately could be ap-
plied to many aspects of an insur-
er's operations and to all forms of
insurance regulated by the state,
said several attorneys involved in

the case.

"Once you make the assumption
that insurers are state actors, then

they are acting under color of law
when they deny a claim, non-re-
new a policy, issue a premium in-
crease or reclassify an employer
under workers compensation cov-
erage," said Robert E. Kelly, a
partner at Duane, Morris &
Heckscher in Harrisburg, Pa.
"Then the question becomes
whether all of those little disputes
that arise in the day-to-day busi-
ness of insurance become civil-

rights actions. I don't want to say
that is going to happen for sure,
but it certainly leads to the possi-
bility."

Mr. Kelly represents Donegal
Mutual Insurance Co., a defendant
in the case. In addition to Zurich-

American and Donegal, other in-
surers named in the suit include
American Manufacturers Mutual

Insurance Co; a unit of Kemper
Insurance Cos.; CIGNA Corp.;
Continental Casualty Co., a unit of
CNA Financial Corp.; USF&G In-
surance Co.; and Commercial
Union Insurance Co.

In January 1996, the lower court
ruled that the insurers named in

the suit were not state actors. The

Circuit Court disagreed, reasoning
that in creating an exclusive reme-
dy system, the state created an in-
terwoven web that included the

Bureau of Workers' Compensation,
employers, employees and insur-
ers.

"Although the insurance compa-
nies are private entities, when they
act under the construct of the

worker's compensation system,
they are providing public benefits
which honor state entitlements,"
the court ruled.

"In effect, they become an arm of
the state, fulfilling a uniquely gov-
ernmental obligation under an en-
tirely state-created, self-contained
public-benefit system. It is a sys-
tem which the government alone

For the Record

Northridge settlement

LOS ANGELES-A bad-faith
and breach-of-contract suit in-

volving excess insurance on build-
ings damaged in the 1994
Northridge earthquake was dis-
missed last week after payment of
a $5.8 million settlement.

The suit was filed on behalf of

pension plans that own 10 Los
Angeles and San Fernando Valley
office buildings, which had the
Los Angeles-based Trust Co. of
the West acting as trustee.

In addition to a $10 million pri-
mary policy with Aetna Casualty
& Surety Co., which was not a
party to the litigation, the pension
plans also had purchased a series
of excess policies with several in-
surers: Fireman's Fund Insurance

Co.; Navigators Insurance Co.;
Westchester Surplus Lines Insur-
ance Co.; Homestead Insurance
Co.; and RLI Insurance Co.

Steven A. Fox of Los Angeles-
based Davis & Fox represented
TCW. According to Mr. Fox, the
excess insurers had claimed poli-
cy language stated that each dam-
aged building must reach its own
deductible before insurance pay-
ments would be made, while the

plaintiffs had contended there
was just one deductible.

Also in dispute in the suit, orig-
inally filed in January 1995, was
whether the excess insurers were

liable for the loss of tenant rent,
said Mr. Davis.

The settlement was reached in

December, though it was not paid
until earlier this month.

"We think it's an excellent set-

tlement for our clients, and it's a
good settlement for the carriers as
well," said Mr. Davis. An attorney
for the insurers could not be
reached for comment.

Information in brief

Citing its decision earlier this
month in Oncale vs. Sundowner

C)#shore Services Inc., the

Supreme Court has told the 7th
U.S. Circuit Court of Appeals to
reconsider a same-sex sexual ha-

rassment case involving two teens
who claimed that the city of
Belleville, Ill., had violated their

rights under Title VII of the Civil
Rights Act of 1964 by allowing a
hostile work environment. The

high court held in Oncate that the
Civil Rights Act covered same-sex
sexual harassment (BI, March 9).

The high court also let stand an
11th U.S. Circuit Court of Ap-
peals decision allowing a hetero-
sexual male waiter to pursue ac-
tion under Title VII against a ho-
mosexual supervisor who offered
him employment benefits in re-
turn for sex, which the waiter re-
fused. . . .The California Supreme
Court on March 11 denied a re-

hearing for Sacramento, Calif.-
based Aerojet-General Corp. That
followed the state high court's
Dec. 29 ruling against Aerojet, in
which the court also found that

:he expense of investigating a pol-
luted site for environmental

cleanup is a defense cost that in-
surance companies have a duty to
pay. Aerojet was seeking insur-
ance coverage and defense costs
from 54 insurers (BI, Jan. 5). M

administers," according to the
court.

The right to stop payments for
medical benefits is a power that
traditionally was held in the hands
of the state, the court noted.

The 1993 reforms to the state's

workers comp system gave insur-
ers or employers the ability to
withhold medical payments pend-
ing review of the medical necessity
of treatment. An employer or in-
surer must pay for medical bene-
fits within 30 days of receipt of
medical bills if it does not request
utilization review.

Just prior to the reforms, Penn-

Business Insurance, March 30, 1998 / 27

employers to stop paying for con-
tested medical treatments pending
review. The court also found that

employees were not given ade-
quate opportunity to object.

The Circuit Court held that due

process requires timely notifica-
tion prior to the deprivation, an
explanation of the reasons for the
termination, an opportunity to re-
spond, and information on the pro-
cedures to protest the termination.

The decision essentially elimi-
nates retrospective or even concur-
rent utilization review, Mr. Wood
said.

"This is grossly unfair," he said.

'Once you make the assumption that
insurers are state actors, then they are
acting under the color of law when they
deny a claim,' says attorney Robert E. Kelly.

sylvania was the only state in
which an insurer had to pay for
disputed medical treatment, and
had no method of recovery for pri-
or expenses if the treatment was
later ruled unnecessary, said Bruce
C. Wood, assistant general counsel
for the American Insurance Assn.

in Washington.
"It was a major cost driver," he

said. The reforms "gave carriers a
tool that every other carrier under
every other work comp law had."

Under the reform legislation, an
insurer or employer can request
utilization review and the state's

bureau randomly assigns a utiliza-
tion-review organization to per-
form the task. Mr. Wood ex-

plained.

The court agreed with the plain-
tiffs that the process is constitu-
tionally flawed. Employees were
deprived of a constitutionally pro-
tected interest without adequately
being notified that a utilization-
review request allowed insurers or

"Carriers now under the court-re-

vised statute have to pay for medi-
cal treatment within 30 days, peri-
od."

"It's going to drive medical costs
for the industry, and it's going to
drive litigation costs," said Mr.
Herdmann, vp of claims for Kem-
per Insurance Cos.

If an insurance company now
wins a disputed case, it will have
to apply to a fund for reimburse-
ment of medical payments, Mr.
Herdmann said. But Kemper
moved quickly to comply with the
court's ruling. Insurers and self-in-
sureds contribute to that fund.

However, the cost for her com-
pany, which is self-insured, may
not be significant, said Anne Win-
nay, assistant risk manager for As-
plundh Tree Expert Co. in Mont-
gomery County, Pa. Ms. Winnay is
also president of the Delaware
Valley Chapter of the Risk & In-
surance Management Society Inc.
The chapter represents members in

Delaware, Eastern Pennsylvania
and portions of New Jersey.

"There are so few cases that we

have a problem with that would
apply," she said. "We don't usual-
ly find it necessary to stop treat-
ment. It would be good to have the
power to do so, but, in our experi-
ence, it really hasn't been neces-
sary."

Ms. Winnay and several other
observers still are reviewing the
portion of the court's ruling mak-
ing insurers an arm of the state.
But she said that liability might
fall on the shoulders of her third-

party administrator.
The School District of Philadel-

phia made the same argument that
the liability should fall on the
third-party administrator, but the
court did not weigh that issue. An
attorney representing the school
district cited the ongoing litigation
and declined to comment.

Meanwhile, insurers fear that

the Circuit Court's ruling could
have an unfavorable impact on
workers comp systems in other
states. The 3rd Circuit hears cases

arising in Delaware, New Jersey
and Pennsylvania. However, other
circuit courts have held opposite
opinions on the issue of insurers
becoming arms of the state.

That is why insurers are con-
cerned about reversing the 3rd
Circuit's opinion, a defense attor-
ney said. There is no precedent for
the ruling.

The court failed to realize that

insurers and employers are private
citizens that also gave up rights

when the exclusive remedy system
was created, said William Van

Wambeke, group counsel for
workers compensation for Balti-
more-based USF&G. Further, un-
der Pennsylvania's system, em-
ployees can contest the outcome 01
utilization review before a workers

comp administrative law judge.

Sullivan vs. Barnett, 3rd LAS.

Circuit Court of Appeals, No. 96-
2140.
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Results
Continued from page 2
New York said although there will
be more of the same this year as in
1997, "one trend that may become
more pronounced is the realiza-
tion that a lot of the business

that's being written today, and
has been written in recent times,
is underpriced and perhaps un-
derreserved."

As a result, he said, as losses de-
velop on the business that's been
written this year, we may see ad-
ditional reserve increases in fu-

ture years.

Pointing to the price competi-
tion, Bard E. Bunaes, chairman
and CEO of Constitution Reinsur-

ance Corp. in New York said, "It's
getting so bad there must be a sil-
ver lining, and that's based on ex-
perienees from prior turnaround
situations, that a firming of the
market cannot be that far away."

Still, "the better companies just
seem to differentiate themselves

no matter what the market condi-

tions are," said Jim Miller, presi-
dent and chief executive officer of

Kemper Reinsurance Cos. in Long
Grove, Ill.

The 43 reinsurers surveyed by
the Reinsurance Assn. of America

reported a 102.3% combined ratio
for 1997, compared with the
103.5% combined ratio reported
by a similar group of reinsurers in
1996 (BI, March 31, 1997). This

compares with the 101.3% com-
bined ratio reported for the first
three quarters of 1997 (BI, Dec. 8,
1997).

The 20 largest U.S. reinsurers,
based on net premiums written,
reported a 102.4% combined ratio
vs. 103.2% for 1996. A comparable
group of reinsurers had reported a
101.3% combined ratio for 1997's

first three quarters. The Top 20
reinsurers include the Berkshire

Hathaway Group, which does not
participate in the RAA survey.

Premium growth, however, con-

Reinsurers

tinued to decline. The 43 reinsur-

ers reported $19.93 billion in net
premiums written, up 5.2% from
1996. This compares with the
6.7% increase in premium growth
reported for 1997's first three
quarters and the 8% reported in
the first half of last year. The Top
20 reinsurers reported $18.19 bil-
lion in premium growth, up 2.4%
from $17.76 billion in 1996.

Business Insurance also is re-

porting, ranked in order of net
premiums written, data from the
largest reinsurers that participat-
ed in the RAA's global underwrit-
ing report (see chart, page 2).

Results overall were good, ob-
servers say.

"I think that, as everyone has
said, being a non-cat year, every-
body got the benefit of a good
year," said William J. Adamson,
chief executive officer of CNA

Reinsurance. "In some respects,
I'm surprised the numbers are as
good as they are," he said, consid-
ering it is the 10th or 11th year of
the soft market.

"Even if you take the capital
gains from the equation, which
obviously supports the overall op-
erating income," Mr. Adamson
said, "the results are still better
than I think a lot of us would have

expected."
In addition to low cat losses, li-

ability losses also were relatively
low, said Don Watson, director at
Standard & Poor's Corp. in New
York.

-There were no big product lia-
bility cases that came up" last
year, Mr. Watson said. The last
major issue was medical implants,
in 1995, and that didn't amount to
a significant liability, he said.

"I think that the results were

better than most of the rating
agencies and so-called analysts
had projected when they did their
estimates a year ago," said Kem-
per Re's Mr. Miller. "It appears as
if there were some companies who
were able to grow at least domes-
tically even in this rather chal-

lenging environment that we're in,
including ourselves, who had a
pretty good year."

However, Heidi Hutter, chair-

man, president and chief execu-
tive officer of Swiss Re America

Corp. in New York, said, "The in-
dustry continues to do well in
terms of calendar-year reported
results, but it's against the back-
ground of softening terms and
conditions, which we know is out
there," and its premium volume
has slowed down.

"It's getting tough to find posi-
tives in the numbers, but on the

ry market."
"It seems like the market will

continue to be competitive, which
we expect, but it seems even the
first quarter of '98, except for the
Canadian ice storm, seems to be a

good quarter for catastrophes as
well," said Adrienne W. Reid, se-
nior vp and chief underwriting of-
ficer for Zurich Reinsurance

(N.A.) Inc. in New York.

Some observers point to Wall
Street. "I think the outlook for

1998 is more of the same, provided
the stock and bond markets are

still kind to us," said Swiss Re's

'It's getting tough to find positives in the
numbers, but on the other hand, I don't

think the picture's all that negative, either,'
says Michael Smith of Bear, Stearns & Co.

other hand, I don't think the pie-
ture's all that negative, either,"
said Michael Smith, an analyst
with Bear, Stearns & Co. in New
York.

"Premium growth is certainly
slowing down, but the quality of
earnings is generally superior to
what we've seen in the primary
market." In addition, cash flows

are "clearly superior," as illustrat-
ed by much stronger investment-
income growth, said Mr. Smith.

"I suspect that, in the final anal-
ysis, the reinsurers probably still
can outlast the primary market's
ability to sustain the price compe-
tition that we've been seeing," he
said.

Meanwhile, no dramatic

changes are expected this year,
say observers. This year will be
"more of the same" said Mr.

Smith. While there will be price
erosion, he said, "I don't think

we're going to see the price ero-
sion that we've seen in the prima-

Ms. Hutter. "A lot of the 1997 re-

sults were driven by the gains on
Wall Street."

John L. Ward of the Cincinnati-

based Ward Financial Group said,
"Results will be good for '98, with
so much of the financial picture
driven by the investment side of
the house, (and) with so much ex-

tra surplus that just sits there and
generates investment income for
the companies."

The equities market has already
started out strongly this year as

well, he pointed out.
However, Gary Ransom, senior

vp at Hartford, Conn.-based Con-
ning & Co. said, "Maybe reinsur-
ers aren't going to suffer from in-
creased retentions in '98, but I still
think it's going to be tough grow-
ing the business."

Competitive pricing remains the
key factor for the future, accord-
ing to observers.

"Globally, it's as soft as it's ever

been," said Kaj Ahlmann, chair-

man, president and chief execu-
tive officer of Overland Park,
Kan.-based Employers Reinsur-
ance Corp.

"I don't know what it takes to

make prices go up, but if you look
at the world economy in general,
prices are down everywhere. It's
very competitive in all businesses,
and some people are even talking
about deflation," said Mr.

Ahlmann. "I don't see anything
that will change that, unless you
get one of these very dramatic
things like a big earthquake, but a
$20 billion catastrophe is not go-
ing to do it. It has to be a lot big-
ger than that."

S&P's Mr. Watson said, "Across

all lines, you've got premiums de-
clining, and to a certain degree the
reinsurance industry's been able
to move to the excess-of-loss-type
format, particularly in the U.S.,
which allows them to accept low-
er premiums yet still accept less
risk and have more profitable
business."

But, added Mr. Watson, with

1997's low level of catastrophes
unlikely to recur, he estimates this
year's combined ratio still will de-
teriorate to 105% or 106%.

Given the continued pressure on
rates, "if we have a return to a
normal type of catastrophe year,
we foresee the combined ratios

edging upwards," agreed Neal
Schmidt, senior vp-specialty lines
for St. Paul Re in New York. "I

think, throughout the industry the
last few years, companies have
been able to draw down on prior
year reserves, and some compa-
nies out there are going to find
they're not going to be able to do
that going forward."

As a result, "there'll be less
margin for those companies to ab-
sorb unfavorable results that

might emanate from catastrophe
experience," Mr. Schmidt said.
"That will have a stronger impact
on the bottom line than it might
have had just a couple of years
ago." Eli

Largest domestic reinsurers' 1997 results

Net

reinsurance

premiums
written

1997

3,057,8921. General Re

2. American Re 2,491,723

3. Employers Re 1,948,281

4. Transatlantic/Putnam 1,119,366

5. Zurich Reinsurance (N.A.) 1,066,902

6. Everest Re 1,020,097

7. Berkshire Hathaway 955,400

8. Swiss Re America _ 772,624

9. St. Paul Re 744,793

10. _Hartford Re Co.
11. SCOR U.S. Group

12. Kemper Re

13. NAC Re

14. TIG Re Co.

15. Constitution Re

16. F&G Re

17. Underwriters Re

18. Signet Star Re

19. Chartwell Re

20. Folksamerica Re

687,877

649,916

641,907

541,362

515,2-66

438,278

412,396

369,001

275,072

248,260

232,386

Totals for Top 20 18,188,799

Totals for all companies 19,931,502

Sources: Reinsurance Assn. of America and Buslhess Insurance

Ranked by net reinsurance premiums written. All amounts in thousands of dollars.

Net

reinsurance

premiums
written

1996

3,315,945

2,625,943

1,789,336

1,064,701

1,073,924

1,036,340

715,500

693_613

760,524

570,616

477,438

534,714

521,876

547,948

531,352

493,817

334,989

264,355

192,251

216,351

Policyholders
surplus

(reinsurers

only)

6,308,917

2,301,404

4,583,690

1,163,856

808,825

908,766

N/A

1,482,468

N/A

N/A

423,616

529,665

702,223

508,358

368,001

N/A

659,354

271,127

262,606

275,830

17,761,533 21,558,706

18,947,181 26,262,953

<-.4:..Ad) %. i.$*.fd<51*8

Net

income

1997

968,682

196,336

580,412

159,388

77,354

193,057

N/A

261,204

N/A

N/A

37,678

52,888

70,292

(21,569)

18,810

N/A

33,180

14,959

25,583

34,516

2,702,770

3,216,137

Losses

& loss

adjustment
expenses

2,129,470

Loss

ratio

67.7

Underwriting
expenses

Expense
ratio

949,905 31.1

Combined Combined

ratio ratio
1997 1996

98.8 98.5

1,712,953 68.8 877,673 35.2 104.0

1,269,596 69.2 637,960 32.7 102.0

811,898 - --74.5- - 285,044_ 255 _ _ 993

775,445 71.9 397,526 37.3 109.2

733,385 70.5 328,566 32.2 102.7

675,800 69.9 163,000 16.9 86.8

98.6

105.5

101.2
--

103.6

102.9

101.0

482,513 63.6 304,998 39.5 103.1 103.9

527,806 70.9 251,511 33.8 104.7 105.3

473,248 73.3 201,464 29.3 102.6 102.1

473,581 71.7 218,414 33.6 105.3 101.1

440,691 75.8 198,505 30.9 106.7 164.5

345,069 65.9 201,174 37.2 103.1 101.1

513,125 98.4 171,135 33.2 131.6 102.6

347,362 72.5 146,275 33.4 105.8 103.8

294,690 64.8 109,720 26.6 91.4 90.3 1
248,168 72.4 109,762 29.7 102.2 102.3

189,420 71.8 89,144 32.4 104.2 103.5 
145,610 64.5 91,965 37.0 101.6 107.2

165,642 69.6 77,426 33.3 102.9 107.1 
12,755,472 70.5 5,811,167 31.9 102.4 103.2

13,661,256 69.6 6,526,871 32.7 102.3 103.5 j



Commentary AIG million fee plus costs form its own credit insurance op-
The Cendant acquisition is ex- eration

Y /[*10laing back, pected to close near the end of the AIG could take its $100 million
Continued frompage l second quarter It lS still subject termination fee from American

Simultaneously with tne offer, to regulatory approvals and Cen- Bankers and "simply use that to

power company pays
Cendant sued American Bankers dant's receipt of tenders repre- start a de novo operation to com-
and AIG m federal court in Mia- senting 51 % of American pete directly with American
mi, charging that the two insurers Bankers' shares AIG has agreed Bankers," said A Michael Frin-
conspired to load their merger not to oppose Cendant's regulato- quelli, an insurance analyst withThe extended power cnsis in the central business distnct of

Auckland, New Zealand, suggests it's tune to re-exarmne the agreement with restrictions that ry filings Renaissance Fund Advisers in

shut out competing bidders, in- Cendant says it expects Ameri- New York
duties of a utllity company to provnde power to consumers and cluding a restriction that barred can Bankers to contribute to ltS "For a guy who lost, it's not a
the responsibilities of msurers to respond to consumers with- American Bankers from talking to 1998 earnings, and analysts say bad way to lose," he added of Mr
out power for long penods other bidders for Greenberg

In a broader context, it raises once again the question of 120 days Mr Frinquelli

whether and how pubhc ublities and Insurers should work to- The suit inau- E said AIG, which
gurated a bitter Every company has to make a decision as already is sellmggether in response to a major disaster
exchange of

The residents and busmess owners m Auckland's CBD were to what the value of a firm is. AIG obviously auto and life in-

charges in fil- surance prod-
m the dark for a month, hterally and figuratively (BI, March ings in several thought that American Bankers at that price ucts through
23; March 2) They were without full power and without infor- courts and with banks, might
mation on when they would have full power and who, if any- insurance regu- was expensive,' says S&P's Robert Partridge. take two or
one, would compensate them for their extra costs of hvmg and lators in six three years to

states AIG build up a net-doing bumness, or for their losses if they were shut down.
countersued work of banks

After a few weeks, the power company, Mercury Energy Cendant in Miami, accusing it of that synergies with Cendant's oth- and merchants to sell credit insur-
Ltd., set up a hardship fund to help small busmesses A few deliberately misleading share- er businesses may make the high- ance coverages
weeks later, it offered compensation to all its customers, holders about the value of its bid er price worthwhile AIG, howev- "For AIG, that's not a big deal
addmg that the offer mcludes no admission of habihty In a subsequent letter urging state er, apparently saw the insurer as It might cost them money for a

Obviously, Mercury Energy fmally hgured out what the regulators to reiect the Cendant overpriced at $67 per share couple of years, but it won't cost

pubhc felt from the begmning' A power company that can't bid, AIG charged that Cendant is "Every company has to make a them a lot," he observed

dellver power to its customers owes them somethmg, maybe "highly overleveraged" and that decision as to what the value of a Separately, Amencan Bankers
its financial condition presents firm is AIG obviously thought has paid a $250,000 fine to the

not under law, but m the name of good bumness relations. "grave risks" to American that American Bankers at that Missouri Insurance Department to
For some, Mercury Energy's offer may be fair; for others, the Bankers policyholders price was expensive," noted settle charges that it violated state

compensation may be too httle and they Cendant, meanwhile, charged Robert Partridge, a director with insurance laws

will sue Mercury. that an AIG proxy solicitation of Standard & Poor's Corp in New After a market conduct exami-

One thlng is certam. The offers came too American Bankers shareholders York nation last year, the Missouri de-

late was misleading and separately What AIG does next remains to partment alleged that American

The extended power failure and the
sued the insurer for canceling be seen Bankers

Cendant's directors and officers Other credit insurers may not be • Sold credit unemployment
company's initial stonewallmg on com- liability coverage, allegedly in re- as attractive as takeover candi- policies to retirees and students
pensation has angered nearly everyone m taliation for its American Bankers dates as American Bankers was, who, under the terms of the con-
New Zealand Others throughout the bid (BI, Feb 23) Mr Partndge suggested tracts, could never collect bene-

On March 2, AIG matched Cen- "American Bankers is by far the fits The policies cover debt pay-country are questioning whether they can
dant's $58 per share bid, but Cen- largest (credit insurer) They have ments of people who lose theirrely on their power sources.

Insurers have been trying to explain
dant raised ltS offer again two the lion's share of that market," jobs after being employed full
weeks later to $67 per share, or he said "There is no other firm time for 12 months before buying

why it appeans they are not liable forbum- $3 l billion that has such an established and the policies
ness interruption losses Needless to say, American Bankers immediately comprehensive distribution sys- • Paid illegal commissions as

deciphenng the intricacies of coverage for off-pmmises power said it would begin talks with tem " high as 75% to lenders who mar-
losses is not a top priority of anyone trymg to pay the bills Cendant, and two days later, on Some analysts believe AIG keted ltS credit insurance prod-

March 18, AIG said it would step could succeed if it instead goes ucts Missouri law forbids com-when a business is closed or limping on limited power
aside in exchange for the $100 ahead with the reported plan to missions higher than 40%Granted, no one 1mows even yet why the powerlines feedmg

the CBD of Auckland failed. That ultimately will determine
which, if any, Insurers w111 pay their policyholders for their
losses and whether Mercury Energy's insurers wlll pay any Hiscox the investigation Hiscox management and "work-

Mr Masolada said the investi- ing with them as they work
losses assessed against the power company gation will examine Hiscox's in- through the situation," he said

Mercury Energy is telling the pubhc that the combmation of Continued from page 2 ternal procedures, and he hinted Mr Gittings added it was too

forces that conspired to create the power failure to the CBD Mr Edwards and his immediate there could be changes early to say whether an inquiry by
supervisor, Paul Hunt, resigned After the investigation, which is Lloyd's will be necessary

was beyond its control and that therefore, it should not be li- after Mr Edwards' actions were expected to take a few weeks, His- Meanwhile, a report issued by
able for anyone's losses A government mqulry is under way, discovered soon after they oc- cox will report to Lloyd's regula- Murray Lawrence (Underwriting
as is an mvestigation by msurers who are trymg to determine curred tory division "Lloyd's has been Agents) Ltd has Identified four
their liability There wul be a lot of second-guessmg m these Mr Masolada said there have informed and is aware of the mci- Lloyd's corporate capital in-
mquines, and I doubt the fmdings wul satisfy anyone been no claims on the unautho- dent but is letting us get on with vestors whose results have been

One fact already is pamfully clear All systems can fall at rized sales to date, but he said lt," Mr Masolada said adversely affected by malor losses
those companies that signed con- A Lloyd's spokesman said coming through from syndicate

once, as many nsk managers and msurers know As a result, it tracts for the 657 (BI, March
seems to me that power companies should be hable for off- policies will re- 23)
premises power losses regardless of the cause If they cannot ceive coverage , Archer Manag-
transfer to msurers some of those nsks, such as failure due to Quotes that had We discovered the underwriting early, ing Agents Ltd

poor maintenance, they will have to assume it themselves. not been accept- and the extra exposure is within our warned earlier

ed have been this month thatFurther, insurers should reconsider the provisions of the
withdrawn reinsurance program,' says Hiscox P.L.C. it faces a loss of

policies they sold to power-company customers that exclude He said syndi- up to 98 9% of
coverage for off-premises failures due to the neghgence of the cate 33's net ex- Managing Director Bronek Masojada. its capacity for
power company. Insurers would better serve their pohcyhold- posure on the the syndicate's
ers if they covered their losses and then subrogated. unauthorized 1994 year of ac-

If the above sounds naive, so w11 tkns: From the beginning of insurance sales count, and fur-

tkns crisis, Mercury Energy and msurers of homes and compa- is $1 million Reinsurance iS m Lloyd's would not comment on the ther large losses are expected for
place for exposures exceeding $1 incident until it received Hiscox's the 1995 and 1996 years The syn-mes in Auckland's CBD should have set up a fund to begin im-
million, he said internal report dicate, which specialized mUK

mediate compensation of remdents and busmesses Of course, "The risks are totally accept- Mr Masolada said that while he liability business, stopped writing
it could have been done without admitting hability and with able, and we are expert in them," is unhappy about the incident, he at the end of 1996
the msurers and Mercury agreemg they would sort out among Mr Masolada said "In this case, iS glad Hiscox discovered and act- Charles Portsmouth, executive

themselves who should pay what when all the facts are known. they were underwritten by an ed on it director of corporate capital in-

Alternatively, the msurers could have volunteered to pay loss- underwriter without authon- "We have admitted that an un- vestor New London Capital
ty We discovered the under- derwriter underwrote outside his PLC, said the syndicate's losseses, saymg they would settle up with Mercury later. It would
writing early, and the extra expo- area of authority, but our manage- will have an impact on NLC's

have been quite a pubhc-relations coup on the msurers' part sure is within our reinsurance ment has discovered his misde- overall results but that better-
Iromcally, m total dollars, the power-cnsis damages are not program " meanor and taken rapid action " than-expected results from other

that extensive. The New Zealand Treasury estimates the ulti- Mr Masolada said Mr Edwards' Mr Masolada said no similar in- syndicates will partly offset the
mate cost to the economy of New Zealand wul be less than unauthorized dealings were dis- cident has ever happened at His- blow Other corporate investors
$100 milhon New Zealand ($56 milhon). covered by another Hiscox under- cox He is also not aware of it hap- affected by the syndicate's losses

The cost to Mercury Energy's reputation has been far more writer who had heard of his ac- pening at other Lloyd's syndi- are Delian Lloyd's Investment

than that
tions cates Trust P L C, now part of Anger-

Hiscox now is conducting an in- David Gittings, director of reg- stein Underwriting Trust P L C,
ternal investigation into the inci- ulation at Lloyd's, said,"the His- Limit PLC, and HCG Lloyd's In-

Publisher and Ed;torial D:rector Kathryn J. Mcintyre dent Nicholas Thomas, Hiscox di- cox agency has done everything it vestment Trust PLC
and Edttor Paul D. Winston write columns on alternate rector of underwriting, and should have done" as far as the .

weeks Stephen Hall, chairman of His- situation was concerned Lloyd's London Bureau Chief Sarah
cox's audit committee, are leading regulators are in touch with the Goddard contributed to thzs story
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ACE dard & Poor's Corp m New York net premiums of $136 milhon and Updates
Consequently, S&P has changed Tempest had net premiums of $1153

its counterparty ratmg outlook of milhon Prejudgment interest proposed
Continued from page 1 ACE to negative from stable, he said Donald Kramer will continue to

Industry than do most Wall Street m- "It's not that we don't like the head Tempest Continued from page 2
vestors, said Michael Smith, an ana- strategy, but it's a simple fact of hfe Of the eight property catastrophe York courts "Right now it pays to drag a personal injury case slowly
lyst at Bear Stearns & Co Inc in that there is a certain amount of risk reinsurers that set up in Bermuda in through the courts," she said
New York Involved," Mr Levm said 1992 and 1993 to take advantage of The judge's proposal must pass the Legislature and be signed by Gov

Catastrophe remsurance stocks are The deal supersedes a previously the soaring rates that came after George Pataki before becoming law Passage is far from certain, how-
today viewed httle differently from announced initial public offering by Humcane Andrew, CAT Ltd lS the ever, as business and insurance groups oppose the measure No bill
property reinsurance stocks in 1988, CAT Ltd (BI, Jan 26) last pnvately held company The oth- calling for such a move has been introduced m the Legislature thls year
in terms of value, by the stock mar- ACE wul finance the deal through ers have gone pubhe or have been "We think the hne is fine where it is," said Mark Kriss, counsel for
ket, hesmd a pubhc offenng of 16 5 milhon of its taken over by pubhe compames the Alliance of Amencan Insurers m Albany, N Y He added that the

"Much has changed! since 1988 that shares, which it expects will raise be- The company set itseo apart from proposal would raise insurance premiums for pohcyholders
should justify higher valuations in tween $550 milhon and $600 mihon most of the Bermuda-based reinsur- Business groups disagree with the notion that defendants delay sults
the marketplace, and it is the astute The number of shares offered ap- ers by concentrating cn customized and say the proposal would give plaintiffs an advantage in settlement
players that are taking advantage of proximately corresponds with the coverages, including multiyear con- talks

that," Mr Smith said number of shares ACE has repur- tracts, variable attachment points, "Both sides drag things out now," said David Shaffer, president of
In particular, catastrophe relnsur- chased since its acquisition of Tem- aggregate coverage, profit-sharing the Pubhc Polley Institute, the research afbliate of the Busmess Coun-

ers are attaching at much higher lay- pest in 1996 agreements and securitization deals cil of New York State in Albany "Her proposal puts all of the onus of
ers m reinsurance programs than As part of the deal, the 60% hold- Paul Hasse, chief executive officer early settlement on one side "
they were 10 years ago, and the cov- ing CAT Ltd has m Enterprise Rein- of CAT Ltd, and Charles Klme, ltS
erage is viewed more as a protection surance Holdings wlll be chstnbuted president, will become co-chief exec- SEC chairman endorses bill
of capital rather than earnings, he to CAT Ltd 's current shareholders utives of ACE Capital Products, a
said pnor to the acquisition by ACE En- new company that will concentrate WASHINGTON-A bill in Congress to further hmit class-action se-

"The business is still volatile, but terprise Re was founded last year on financial products, includmg se- cunties lawswts was endorsed by Arthur Levitt Jr, chairman of the Se-
not anywhere near as volatile as it with $100 million in capital to offer curitization and asset management cunties and Exchange Commission
used to be," Mr Smith said finite risk and alternative rtsk trans- ACE attempted to enter the msur- Mr Levitt's endorsement came during a hearing before the Senate

The deal also is a further indication fer insurance and reinsurance prod- ance securitization market m 1996 Bankmg Committee concernmg Mr Le,ntt's renomination to his SEC
of ACE's aggressive growth strategy, ucts through the launch of a $25 milhon post
and the company w11 likely continue If the deal is completed in April, as to $30 milhon catastrophe-linked Although admitting the bill was not perfect, Mr Levitt said it "offers
to make acquisitions, said Alan expected, CAT Ltd will be merged bond offenng, but the issue failed mvestors basic protections and enables the U S capital markets to con-
Levin, a managing director at Stan- with Tempest In 1997, CAT Ltd had (BI, Apnl 14, 1997) tmue to be the pre-emment m the world "

The bill is designed to ellminate class-action securities suits m state
courts and permit them only m federal courts This is to curtail the

Reporting But Dr Koplan agreed that self-in- Measunng quality for sick people is growing practice of bringing suits in state courts, a practice started in
terest m reporting data to these orga- more difficult but should be the focus response to the Pnvate Secunbes Littgation Reform Act of 1995, which
mzations does exist and can lead to of any quahty measunng, they attempted to reduce fnvolous securities lawsuits m federal courts The

Continued from page 3 inaccurate data agmed new bill has widespread support m both the Senate and House
"That can only be done by govern- "All players need to be scruti- One common measure of quality ls Mr Levitt's support came after the bill was changed to reflect some
ment regulation," he said nized," he said, not just the health- outcomes, but it has Laws, Dr Rel- of his earher concerns about the legal standards under which corpora-

Dr Jeffrey Koplan, president of care plans man said tions can be sued

The Prudential Center for Health A spokesman for the NCQA also "Ths sounds good It sounds logi-
Care Research in Atlanta, agreed that took exception with Dr Relman's cal," Dr Relman said "But rf you Actuarial firm to appeal awardmore government regulation is com- characterization In an interview, the look at the reallty, it's a comphcated
ing in the future but said he is not spokesman said he was "surpnsed issue" JEFFERSON CITY, Mo -A spokesman for Milliman & Robertson
sure it wlll improve the quallty of -   One comphcating factor is how sick Inc said it plans to appeal an $113 milhon negllgence verdict a federal
health care  the patient is before receiving medi- iury awarded against the actuanal firm last week

For example, he said the recent '1'm happy to have some cal care Some facillties treat sicker A federal Jury m Jefferson City, Mo, awarded the amount to Casual-
federallaw requiring a minimum 48- patients, resulting m a lower grade ty Indernmty Exchange and its service company for the actuanal firm'shour hospital maternity stay after a regulation, but it has to for their patients' outcc,mes negligence in mcorrectly reporting the Insurer's reserves as inadequate
normal dehvee has not had a posi- make sense and improve Dr Relman said the growmg Inter- The firm was working for Casualty Indemmty of Jefferson City when
tive Impact on health

"I'm happy to have some regula- heallh outcomes,' says est in quality care in recent years the actuaries erroneously found that the multiline insurer's year-end
stems from employers wanting to surplus went from $15 milhon in 1991 to a $17 milhon deficit in 1992,

tion, but it has to make sense and lm- Dr. Jeffrey Koplan. know how their health care dollars according to Dale Doerhoff of Cook, Vetter, Doerhoff & Landwehr m
prove health outcomes and play to a are spent Jefferson City He was the trial attorney for the insurer's service com-
health agenda, not a polltical agen- They "demand to know what they pany
da," he said are getting for their money," so Those incorrect figures led the insurer to establish excess reserves

The speakers presented their views that Dr Relman would say that " providers need to show them num- When the numbers were reported to state regulators in 1993, Casualty
at a conference earher this month in He noted that although managed bers to demonstrate their value vs the Indemnity voluntarily accepted rehabilitation
New York sponsored by IPRO, a Lake care plans do pay the NCQA to re- competition, he said The report also triggered several related lawsuits, durmg which Mil-
Success, N Y -based utihzation re- ceive accreditation, since 1991 15% Recently, concern for quality has hman & Robertson was hired by the Missoun Insurance Department
view company have been denied accreditation in increased because of the backlash and testdied agamst Casuallp Indemmty on the department's behalf

The current ways of measuring therr first attempts Also, he pointed against managed care, Dr Relman In September 1996, a state court Judge determined that the reserves
quallty cannot continue, because the out that only five members of the 23- said Health care providers are angry were excessive, accepting the insurer's calculation that its $10 million
quality measurement organizations- member board of directors come from at managed care plans and belleve m assets was adequate to pay $65 million in total runoff claims, Mr
in particular the NCQA-are sup- managed care plans, and their fees the care they provide "is being com- Doerhoff said An appeals court upheld that finding, and the state
ported by the managed care industry, account for less than half the non- promised in the name of saving mon- Supreme Court declmed to review it last week
Dr Relman said Even though the profit organization's budget ey" As a result, the department had a court dismiss its supervision of the
plans do not exert overt pressure on Dr Koplan also criticized employ- This backlash won't go away, Dr insurer last week In addition, the state Insurance Department last
the NCQA, the organization knows ers for talking about quallty of care Relman predicts, and' it w111 cause a week asked the federal appeals court to dismiss a Racketeer Influenced
where its fundmg comes from and more than practlcing it He hopes em- major reform in the managed care and Corrupt Organizations action it had filed against the insurer's
won't push the plans too hard, he ployers back up their talk about qual- landscape " management
said ity with action when choosmg health Consohdation within the managed Despite the legal disputes, Casualty Indemmty wants to resume op-

"No question, we are moving into plans "When it comes time to give a care mdustry is continuing, meaning eratmg, Mr Doerhoff said
an era where the pubhc demands and contract on who wlll take care of employers have fewer and fewer
should have reliable information that their workers, a few cents here and choices This wlll lead to the need for Briefly notedis free of taint from the market " there sways their decisions," he said government regulation

But Dr Koplan disagreed, saying In general, quality measures are "The industry is doing it to itself," A group of about nine large pharmaceutical companies could go on
the managed care compames do not easter to establlsh for healthy people, accordmg to Dr Relman Managed tnal in Chicago in an antitrust action as early as September In allow-
influence NCQA or any other quality both speakers agreed This includes care is "kllhng itself, is lalhng profes- ing an appellate court decision to stand, the U S Supreme Court last
rating organization "NCQA is not a how many receive checkups or how sional autonomy and ruining the re- week cleared a path for the continuation of a suit by 30,000 indepen-
managed care organization shul," Dr many children receive immuniza- lationship between doctors and pa- dent druggists who say they are charged unfairly high prices
Koplan said tons tients " for prescription drugs compared with health maintenance orgariza-

tions Lloyd's of London syndicates and Interstate Frre & Casualty
Co are paymg $44 milhon of a $7 5 milhon settlement with three

Bill would curtail Utah fund's plans plaintiffs in a sexual abuse case against the Roman Cathohc Diocese of
Dallas (BI, July 28,1997, Aug 11,1997) The diocese wall fund there-
maining $3 1 million from sales of assets that include undeveloped

SALT LAKE CITY-The Utah The fund's expansionist pro- and affiliates The fund must also land The Senate Environment and Public Works Committee voted
Legislature recently reined in the posals concerned many commer- continue to serve as the market of last week 11-7 to approve S 8, the Republican Superfund reform bill
expansionist plans of the Utah cial workers compensation msur- last resort for all Utah employers The bill, which would not provide comprehensive retroactive habihty
State Fund through legislation ers who complained about the After the scare that fund oper- rellef, is opposed by the Chnton administration A federal ludge in
now being presented to the gov- potential of having to compete ators received from the legisla- Oakland, Cahf, last week vacated a July 1997 $1.7 million jury verdict
ernor for signature with such a tax-subsidized entity ture's negative response, they are in compensatory and punitive damages agamst The Home Depot

The quasi-state agency previ- However, the legislature re- glad to be able to continue oper- USA Inc m connection with sexual harassment and disabihties dis-
ously proposed diversifying its fused to adopt the fund's expan- ating, Merwin Stewart, Utah's in- crimination charges Judge Saundra Brown Armstrong said plaintiff
operations to mclude writing sionist plans in a recent blll, H B surance commissioner, said dur- Demse K Restwo had filed her complamt with the Equal Employment
more out-of-state coverage, as 167 Lawmakers limited the ing the recent quarterly meeting Opportunity Commission, the prerequisite to filing suit, after the
well as establishing partnerships fund's ability to provide workers of the National Assn of Insur- statute of limitations had expired The Pension Benefit Guaranty
and joint ventures to offer other comp or occupational disease ance Commissioners in Salt Lake Corp. announced Fnday that lt reached agreement with Newton,
lines of insurance, including 24- coverage outside the state to Utah City Mass -based Stackpole Corp to add $12 milhon to an underfunded
hour coverage employers and their subsidiaries -BY Meg Fletcher pension plan
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Faragher Faragher appealed to the Supreme Court Harry Rissetto, a partner in the Washington law Si Insurance Index
Speakmg for the government before the court, firm of Morgan, Lewis & Boclaus LLP , argued

Mr Gomstem said Boca Raton could beheldll- that it would be nearly impossibleforthe city to 1.850
Cont:nued from page l able because it had delegated authonty to the have been able to try to uncover"sexual harass-
for supervisors' sexual harassment of employees supennsors Thecity also could be heldhablebe- ment of the subtle land," Justice Ruth Bader 1,800
when the employees do not notify semor man- cause the supervisor Ms Faragher complamed Ginsburg asked him exactly what was "subtle"
agers The court could decide the case before it to had not taken the complamt to a higher au- about behavior that Included crude sexual re- 1,750
ends its current term early this summer thonty, he said In addition, the city had failed marks and phymcal contact

The case began when Beth Ann Faragher, a to make its 1986 written pollcy against sexual Mr Rissetto also argued that the city should 1,700
municipal lifeguard for Boca Raton, Fla, m the harassment widely known not be held hable for Mr Gordon's failure to

1980s, became the target of sexually harassing Justice Sandra Day O'Connor did not appear take Ms Faragher's complaints to upper man- 1,650
remarks and actions by two lifeguards who su- impressed with Mr Gornstein's argument that agement, the complaints had been made to Mr
pervised her Gordon because he was a fnend, not because 1,600

Wllham Amlong, a partner m the Fort Laud- Mr Gordon held a higher positton
erdale, Fla,law finn of Amlong & Amlong, rep- The city also could be held liable Ina four-minute closing statement, Mr Am- 1,550
resented Ms Faragherbefore the high court He long argued that allowmg the appeals court de-
said she was one of eight female employees sub- because the supervisor Ms. cision to stand would discourage employers 1,500
jected to such treatment Faragher Complained to had not from promoting anti-harassment pohcles and 2/6 2/13 2120 227 3/6 3n3 3/20 3/27

Ms Faragher complamed to Robert Gordon, encourage the "ostrich-like behavior" of ignor-
another supervisory lifeguard whom she regard- taken the complaint to a higher mg posmble problems Base=100 on Dec 29,1978

Source Nordby /ntemational inc (nordby com) Boulder, Coloed as a friend Mr Gordon listened but did not autho,ity, says Mr. Gomstein. "They had a pohcy They just dicin't tell any-
take her complamts to higher managers Ms body about it," he said
Faragher failed to press the matter until after In a sidehght to the arguments, Ms
she'd left the city's employ because she feared Faragher-now a lawyer m Colorado-was ad- PCS catastrophe options
retaliation the fact the city hadn't pubhclzed its anti-ha- mitted to practice before the Supreme Court As ot March 27

She sued Boca Raton and the two supervisors rassment policy should make it liable mmutes before the justices heard her case Call Price Call Price

spread bid/ask spread bid/ask
m US District Court m 1992, claiming she had "Don't you thmk every employee m this coun- The court heard another employer hability

National Annual 1998 California Annual 1998

been sexually harassed in violation of Title VII try knows that if they are mistreated, they can case immediately after the Faragher arguments 40/60 80/100 40/60 15/23

of the Clvll Rights Act because the city had al- complam to someone up the ladder?" she asked That case, Gebser vs Lago V,sta Independent 60/80 55ns 150C 17/30

lowed the creation of a hostile work environ- Mr Gornstem rephed that makmg an effective School D:stnct, requires a deterrnination on 80/100 35/60

ment anti-harassment pollcy lulown can eliminate whether a Texas school distnct is hable under Eastern September 1998 Western Annual 1998

20/40 35/55 40/60 15/25
The district court found all three defendants employees' fears associated with complaming Title IX of the 1972 education amendments to

liable,butthellth US Circuit Court of Appeals about harassment the Civil Rights Act for a teacher's sexual affair
40/60 28/34 80/100 1 0/1 9

1506 20/30

absolved the city of most responsibihty, and Ms When the attorney representing Boca Raton, with an underage student Southeastern September 1998 Florida September 1998
40/60 25/33 40/60 14/24

EMLICO
Northeastern September 1998

EMLICO's redomestication, reinsurers ar- The Pnvy Council refused Kemper Re's re- 100/150 9/14

gued that EMLICO remains a Massachusetts quest to conmder the effect of January's Mas- Total volume 202 Total open interest 19,060

company, that the Berrnuda company cannot sachusetts high court rulmg on the 1995
Continued from page 2 be considered a party to the case, and that Bermuda orders Forinformation on PCS cat options, call the Chicago Board of

Mass, Superfund site known as the Rose Site therefore the Bermuda company's lawyers However, Privy Council members were also Trade at 312-435-3674

While Rose Site hbgation and related arbi- should not be recognized sharply critical of a Bermuda court order that Source Chicago Board of Trade

tration between EMLICO and the reinsurers Whne EMLICO's bankruptcy fillng nor- EMLICO's hquidators obtamed soon after
was dormant for nearly three years, the rem- mally would be handled by a federal the Massachusetts high court 1nvahdated British Issues
surers have recently ted to use the proceed- bankruptcy judge, it has been assigned to EMLICO's move The Jan 9 order, issued by
ings to "impede the orderly liquidation of U S District Court Judge Douglas Woodlock Bermuda Chief Justice L Austin Ward with- Price P/E Div Yield 52-week

El\£LICO," the hquidators charge Judge Woodlock already is handlmg htiga- out hearmg from EMLICO opponents, de- CompanleSpence pence % high-low

Reinsurers subpoenaed volumes of docu- tion over a receivership petition that the Mas- clared that the Bermuda hquidators re-
ments that the hquidators contend are unre- sachusetts Insurance Division filed agamst mamed in control despite the Massachusetts Comml Union 1153 223325 28 1208-630

GenIAccident 1468 100 375 33 1545 792lated to the Rose Site case but mstead relate El\<[LICO after the January Supreme Judicial niting and barred third parties from mterfer-
to EMLICO's redomestication and insolven- Court ruling EMLICO had the petition re- ing with the hquidators

Gdn Royal Exch435 6 7 11 5 2 6 495-257

Legal & Gen 740 18 8 127 21 785-377
CY moved to federal court, and Massachusetts At the Pnvy Council's urgmg, EMLICO's Royal & Sun 772 19 2 22 8 30 825-429

Reinsurers argue that the documents relate regulators are asking the judge to remand it hquidators-partners of Coopers & Ly-
to a claim for rescission of their EMLICO to state court brand-last week agreed they would not rely

Brokers
contracts Meanwhile, the Privy Council m London on Justice Ward's order as a "binding decla-

In addition, London reinsurers earher this completed heanngs last week on whether ration" of their authonty Lmbn Fenchurchl 11 80 84 93 138 101

month asked the state court to refuse to rec- Kemper Remsurance Co wlll be allowed to EMLICO's Massachusetts bankruptcy fil- Lloyd Thmpson 172 NA 100 75 196 151

ognize the Bermuda insurer's lawyers, who appeal a Bermuda court decision that barred 1ng had already cited the order, but EMLICO Sedgwick Grp 153 124 70 45 171-115

are with the Boston firm of Todd & Weld it from seelang judicial review of 1995 lawyers wrote to Judge Woodlock last Tues-
Willis Corroon 154 127 66 52 166116

Pointing to a January Massachusetts Bermuda government orders allowing EMLI- day reportmg that they had agreed not to rely Note Prices are March 27 closings, other numbers from March 26

Supreme Judicial Court mling invalldating CO into the country ontheorder

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

58 Industry Stock Report MARCH 23, 1998, THROUGH MARCH 27, 1998

Weekly Year to date 52 week Weekly Year to date 52 week Weekly Year to date 52 week

BROKERS Pnce % change S change High Low Vol (000) Price % change % rmange High Low Vol (000) Price % change % change High Low Vol(000)

Aon Corp NYS 65.44 0.10 11.62 66.13 40 25 1231 ESG Re Limited NDO 25.88 -0.96 10.11 28.88 20.88 592 RenaissanceRe Holdings Ltd NYS 50.06 666 1346 50.06 34.13 199

E W Blanch Holdings Inc NYS 37.81 -049 980 38.19 2200 62 Enhance Financial Se,vices NYS 6938 054 1660 6956 3763 178 Risk Capital Holdings NDQ 23.88 324 730 2400 1600 277

Gallagher Arthur J & Co NYS 4438 028 2886 46.13 3038 141 Everest Reinsurance NYS 4025 446 -242 43.00 2675 502 ALI Corp NYS 5388 1.82 8.16 5525 3050 39

Hilb Rogal & Hamilton NYS 18.13 136 -6.15 1963 1350 98 Executive Risk Inc NYS 7263 -034 403 7575 4325 107 St Paul Companies NYS 90.06 2.64 975 94.38 6300 1174

Kaye Group Inc NDO 750 345 1321 9.00 438 12 EXEL Ltd NYS 7450 017 1755 7594 39.00 1553 SCOR NYS 56.13 0.22 1754 56.50 3850 4

Marsh & McLennan NYS 8756 3 51 1744 9250 5650 2124 Fremont General Corp NYS 61.00 0.21 11.42 62.13 2638 383 SAFECO Corp NDQ 54.00 1.82 10.77 5538 38.50 1428

Poe & Brown NYS 3256 1403 945 3850 1700 41 Frontier Insurance Group NYS 27.19 284 18 85 3925 2000 593 SCPIE Holdings inc NYS 30.25 102 4.54 3225 19.13 NA

Sedgwick Group PLC NYS 1356 565 10.15 14.38 938 28 Gainsco Inc NYS 806 157 5.15 10.19 7.88 197 Se,bels Bruce Group NDO 788 308 5.00 8.94 588 47

Willis Corroon Corp NYS 1366 6.59 1091 1450 975 544 General RE Corp NYS 221 38 226 442 22700 151 50 1007 Selective Ins Group NDO 27.00 -0.46 000 2863 1975 289

BROKERS AVERAGE 1.84 1171 Gryphon Holdings NOO 1600 579 448 17 75 1388 242 Terra Nova Insurance Co Ltd NYS 30.38 297 1571 3044 18 CIO 198

Harteysville Group NDO 2625 -094 9.38 2750 1575 84 TIG Holdings NYS 26.19 0.24 2109 36.56 24.56 1008

INSURERS/REINSURERS Hartford Steam Boiler NYS 6581 1.59 1925 67.31 4400 135 Tok,0 Marine & Fire NDQ 5756 302 0.32 66.00 41.25 250

ACE Ltd NYS 3944 786 2260 3944 1919 2196 HCC Insurance Holdings NYS 2325 220 941 32.69 15.63 556 Torchmark Corp NYS 4625 289 963 4781 26 25 1585

Acceptance Insurance Cos NYS 22.63 5.48 646 28.63 1775 81 ING Groep N V NYS 5850 1.74 38.26 5975 38.88 269 Transallantic Holdings NYS 7569 2.02 586 77.94 53.38 91

AEGON N V NYS 123.63 -0.10 37.94 126 50 6388 193 IPC Holdings Ltd NDO 3250 236 097 32.88 2238 379 Travelers PropertyCasualty NYS 43.94 -071 014 4606 31.38 3343

Aetna Lite & Casualty NYS 8238 3.30 1674 11813 66.31 2528 Hartford Financial Services NYS 107.88 -046 15.30 110.63 68.13 1367 Travelers Corp NYS 6200 0.00 1508 63.31 30 88 13803

AFLAC Inc NYS 64.44 172 2604 6663 3750 726 LaSalle Re Holdings Ltd NYS 41.50 573 1731 4238 27.25 181 Trenwick Group Inc NOO 36 75 0.00 233 3963 31.88 54

Allied Group Inc NYS 32.13 1 91 1223 3575 2263 338 L,fe Re Corp NYS 74 31 2.06 1400 74.31 37.38 336 Unico American Corp NDO 1663 148 35.71 18.13 9.75 71

Allslate Corp NYS 94.50 0.26 442 9838 58 63 4327 Lincoln National NYS 8444 -015 808 8550 49 00 1174 United Fire & Casualty NDO 44.00 2.92 056 47 00 3000 2

AMBAC Indemnity Corp NYS 5781 3 47 2568 58.13 31 00 665 MAIC Holdings Inc NYS 2850 1.08 6.40 30.38 1506 46 Unitrin NDO 6875 179 638 71.44 48.50 319

American Bankers Ins NDQ 64.38 029 40.14 66.06 2438 5105 Martel Corp NYS 172.94 -061 10 77 177 50 102.50 13 UNUM Corp NYS 55 00 2.21 115 55.56 33.63 1680

American Financial Group NYS 4350 175 791 4925 32.38 637 MBIA Insurance Group NYS 7538 235 1282 77.25 4544 1029 USF&G Corp NYS 2500 196 1331 2588 1563 1498

American General NYS 63.38 2.32 1723 6338 36 50 1952 Meadowbrook Insur Group NYS 3088 041 18 47 3125 21.50 13 Vesta Insurance Co NYS 5575 346 611 64.75 32.75 345

American Hentage Life Ins NYS 21.25 119 1806 21 94 1188 84 Mid Ocean Ltd NYS 74.25 0.25 36.87 76.38 44.13 1063 Zenith National Ins NYS 2869 1.77 11.41 28.75 24.50 95

American Indemnity/Fin I NOO 1225 889 11.71 1550 950 21 MMI Cos Inc NYS 24.19 1 31 3.73 27.88 2075 331 INSURERS/REINSURERS AVERAGE 030 1046

American International NYS 12375 435 1379 12994 75.13 4349 Mutual Risk Mgmt Ltd NYS 3206 -656 7.10 3506 1675 688

Argonaut Group NOQ 3638 034 738 38.13 2675 130 NAC Re Corp NYS 5244 036 743 5381 3538 195 HEALTH MAINTENANCE ORGANIZATIONS

AXA UAP Group NYS 5094 344 3061 5356 2925 355 Navigators Group NDO 19.13 129 1.83 2250 1575 20 Foundation Health Systems I NYS 27.25 046 22.47 33.94 22.06 1330

Baldwin & Lyons Inc NDO 21.69 452 10.10 2875 1738 2 Nobel Insurance Ltd NOO 1306 -095 -048 15 38 12.13 78 Humanalnc NYS 2463 296 18.67 2650 18 44 2329

Berkley W R Corp NDQ 4538 -082 342 47.50 31.19

Berkshire Hathaway Inc NYS 67600.00 174 46 96 69500 00 30000 00 e +9169&'UTiy Clip
NYS 2931 105 6.35 30.06 1838 6 Oxford Health Plans NDO 1563 1.96 040 8900 13 75 7250

NDO 49.13 195 1008 5100 3550 782 Pacthcare Health Sys NDO 7138 115 42.04 8363 4675 86

Capital RE Corporation NYS 6394 349 302 66 44 3875 82 Old Republic Int'I NYS 4438 028 1933 45.25 2463 969 Safeguard Health Enter NDO 9.13 0.00 32.41 1488 750 35

Capitol Transamenca Corp NAS 21.13 0.60 -0.88 28.13 1925 245 Orion Capital Corp NYS 51.56 271 11.04 5394 3088 242 Sierra Health Services NYS 3981 016 1840 4163 2375 190

Centris Group Inc NYS 1225 155 980 1294 894 175 Partner Re Ltd NYS 48.69 250 499 5025 3075 441 United Healthcare Corp NYS 6588 2.73 32.58 67.13 42.44 3925

Chartwell Re NYS 3388 9.05 0.37 36.25 24.50 154 Penn-America Group Inc NDQ 2188 116 6.71 23.00 11.25 116 Wellpoint Health Networks NYS 67.19 287 59.02 70.19 37.50 1464

Chubb Corp NYS 78.75 156 4.13 81.94 5113 2256 Pennsylvania Manufacturers NDO 1850 -327 1045 1938 1625 29 HMOs AVERAGE 031 20.15

CIGNA Corp NYS 20425 1.33 1849 20750 13694 1003 Philadelphia Cons Holding NDO 21.75 357 2254 2325 1400 133 ALL COMPANIES AVERAGE 0.41 14.10

CNA Financial Corp NYS 14838 -042 16.14 15300 9638 93 PXRE Corp NYS 31.50 478 508 3525 24.75 26

CNA Surety NYS 1550 164 040 1650 1288 88 Reliance Group Holdings NYS 1794 0.35 26.99 1856 10.13 762

EMC Insurance Group Inc NDO 1438 7.48 849 1500 1075 23 Rellastar Financial Corp NYS 4600 4.42 11.68 4875 2863 1416

Top advancing issues Chartwelt Re, American Indemnity/Fin'I, ACE Ltd. Leading decllners Poe & Brown, Mutual Risk Mgmt Ltd , Sedgwlck Group P L.C. Most active issue. Travelers Corp The 8/Index fell 0 7%, the Dow Jones 30 industrials declined
1.2%, the SaP 500 declined 0.3% and the NYSE Composite tell 0 5%. Average P/E. Brokers, 20 7, Insurers/reinsurers, 19 1, HMOs, 25 8

Source Nordby Internahonal Mc. (nordby com), Boulder, Colo
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