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Louisiana hopes
insurers' defense

stings big tobacco
By MICHAEL PRINCE

Whether or not Louisiana re-

covers funds from insurers

named as defendants in the

state's suit against tobacco
companies, all litigating states
could gain simply from insur-
ers' efforts to defend them-

selves.

Information that insurers

gather to show why coverage is
not triggered in Louisiana ulti-
mately may strengthen states'
cases against the cigarette mak-
ers elsewhere.

Earlier this month, Louisiana
Attorney General Richard Iey-
oub added tobacco company in-
surers as defendants to the

state's suit to recover the costs

of medical care for tobacco-re-

lated illnesses (BI, March 24).
The Louisiana suit names more

than 100 insurance companies,
including Travelers/Aetna

Property Casualty Corp., Hart-
ford Group Inc., American In-
ternational Group Inc. and Lib-
erty Mutual Insurance Co., that
wrote hundreds of policies dat-
ing back to the 1940s for tobac-
co companies.

"It makes a much bigger fund
for the states to get compensa-
tion from," said Drew Ranier,
an attorney with Badon &
Ranier in Lake Charles, La.,
which is the lead counsel for

Louisiana's attorney general.
"It provides financial security

if and when we obtain a judg-
ment from the tobacco indus-

try."
But the state's success in get-

ting money from the insurers is
far from certain.

Eric Simpson, senior vp at
A.M. Best Co. in Oldwick, N.J.,
said the suits don't pose a sig-
nificant concern for the insur-

ers.

"I don't see it blossoming into
a major asbestos or environ-
mental situation," he said.

Since 1966, the insurance

companies have inserted "a
pretty airtight" tobacco-liabili-
ty exclusion into their general
liability policies, Mr. Simpson
said. Because of these, "they
appear to be free of liability
concerns."

But Mr. Ranier said these air-

tight exclusions might have a
leak. The exclusions as drafted

specifically mention personal-
injury cases. "That exclusion
does not fit the attorney gener-
al's case," he said.

As for those policies written
prior to 1966, Mr. Simpson said
the insurers can defend them

successfully by arguing the to-
bacco companies suppressed
known tobacco risks and know-

ingly created risks to smokers.
The expectation that insurers

would assert this defense,
though, is part of the Louisiana
attorney general's strategy and

See Tobacco on page 23

Could insurers get burned?
Louisiana has named dozens of insurers, comprising hundreds of

policies, as defendants in its litigation against cigarette manufacturers.
Tobacco , Number of Years

company policies covered

Philip Morris Inc.
-

R.J. Reynolds
Tobacco Co. si* 11
Brown & Williamson

157
Tobacco Corp.

264 '49-'53 and '54-'97
f. .:.

'56-'58, '60-'64, Ii:-h
'65-'67 and '68-'71

'76-'81, '82-'95 and '96-'97 1 «,

'68-'96
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Lorillard Tobacco Co. 1
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Updates

By JERRY GEISEL

NEW YORK-Dozens of em-

ployers could follow the lead of
Travelers Group in setting up
stock option programs linked to
their 401(k) plans.

The advantages to an employer
and employees under Travelers'
groundbreaking program-ex-

peeted to be launched June 30-
are so great that many companies
soon will follow, benefit consul-
tants say.

"Corporations are very interest-

Meridian owner, insurer
settle fire claim dispute

By GAVIN SOUTER who represented E/R.
The "real difference" between

the two parties was closer to $100
million, Mr. Dougher said.

None of the parties would com-
ment on the amount.

E/R is a partnership consisting
of Richard I. Rubin & Co., a
Philadelphia-based real estate
company; Equitable Real Estate
Investment Management Inc., a
unit of Equitable Life Assurance
Co. of the United States; and a
Dutch pension fund.

One Meridian Plaza, where a fire
blazed for 19 hours Feb. 23-24,
1991, was covered under a $1 bil-

See Skyscraper on page 23

Giant broker deal completed
after quick government approval
NEW YORK-Marsh & McLennan Cos. Inc.

has completed its $1.8 billion acquisition of ri-
val Johnson & Higgins after getting early clear-
ance on antitrust filings with the federal gov-
ernment.

Meanwhile, an M&M report filed with the Se-
cudues and Exchange Commission offers a few
new details of the price paid for privately held
J&H. Under the agreement:

• $1.01 billion of the total, consisting of
$335.3 million in cash and $670.6 million in

M&M stock, will be paid to J&H shareholders,
See Updates on net page

Employer group calls
for ratings of doctors

By ROBERT KAZEL

A Midwest employers group
thinks it has diagnosed a weak-
ness in how workers choose their

health plans: a lack of objective
evidence on individual doctors'

skills and performance.
An increasing number of em-

ployers and business coalitions
are using comparative quality
measurement to help employees
pick managed care networks.

But while these so-called report
cards are useful in helping work-
ers negotiate a confusing maze of
choices in managed health care, in
general the report cards stop short
of supplying physician-specific

quality measures.
A few managed care companies

have undertaken limited physi-
cian-level quality initiatives, such
as the release of satisfaction sur-

veys and background information.
But such information generally
does not pertain to patient out-
comes-the type of data of most
interest to employers and employ-
ees.

This month. however, the
Chicago-based Midwest Business
Group on Health unveiled a posi-
tion statement calling for the
measurement of the performance
of individual practitioners. Its po-
sition drew mixed reactions from

physicians experienced in quality

measurements and a warning that
meaningful statistics probably are
at least a few years away.

MBGH, a coalition of more than
100 employers in 11 states, de-
clared at its annual meeting in
Rosemont, Ill., that employees and
corporate buyers should have
"easy and timely access" to doc-
tors' qualifications, accessibility,
financial arrangements and per-
formance.

For performance measures,
MBGH would include rating of
practitioners' "caring attitude
and communications skills"; mor-
bidity and mortality rates; length
of time patients take to return to

See MBGH on page 21

Travelers blazes benefit trail
Others may duplicate 401 (k) stock option program

ed in this idea. It is an intriguing
idea that potentially could revolu-
tionize the way employee benefits
are delivered. It has the potential
to be a very widely utilized ap-
proach," said Dennis Coleman, a
principal with The Kwasha Lip-
ton Group in Fort Lee, N.J.

"This mechanism allows you to

do something that could not be
accomplished before. Employers
are glued to their seats when they
hear about it," added James
Klein, a principal with Towers
Perrin in New York.

Travelers already has received a
favorable Private Letter Ruling
from the Internal Revenue Service

concerning certain tax aspects of
the program. Final Labor Depart-
ment approval of the program is
expected. Labor Department offi-
cials earlier said they had no ob-
jections to the program.

Under the arrangement, Travel-
ers, a giant New York-based
financial services company, would
contribute stock options to its
401(k) plan for all eligible partici-

See Travelers on page 20

PHILADELPHIA-The owner

and insurer of a Philadelphia
skyscraper ravaged by a 1991 fire
settled a $100 million dispute last
week.

The former Aetna Casualty &
Surety Co., now part of Travel-
ers/Aetna Property Casualty
Corp., and E/R Associates Inc.,
the owner of One Meridian Plaza,
agreed to a confidential settle-
ment shortly before a scheduled
trial in Manhattan, where the in-
surance contract was negotiated

E/R was demanding $261 mil-
lion for repair costs and other
losses while Aetna was offering
$115 million for the repair costs,
not including other covered losses,
said Joseph P. Dougher, a partner
at Obermayer Rebmann Maxwell
& Hippel L.L.P. in Philadelphia,

A 1991 fire at Philadelphia's
One Meridian Plaza touched
off a $100 million battle be-
tween its owner and insurer.
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Updates
M&M and J&H deal completed Oxford Health unveils
Continued fromprevious page
including its roughly 50 active directors and managing principals

Roughly 150 J&H prmcipals are also expected to share in the buy- new care procedures
out, but the SEC fihng does not specify whether their shares are com-
mg out of the $1 01 bilhon By JOANNE WOJCIK nounced last week will groups whose bids are accepted

• About $500 milhon, Including about $167 milhon m cash and $333 • Allow its 1 7 million members would be compensated on a so-

million in stock, w111 go to 600 key J&H employees who are not man- NORWALK, Conn -Oxford direct access to specialists called case-rate basis The team

aglng principals or pnncipals Health Plans Inc 's latest revision • Create physician "care teams" members would decide how to al-
• $297 million, including $99 million in cash and $198 million in of its medical care delivery, fea- in nine specialty areas to be re- locate the payment among them-

stock, Mll go to 45 retired J&H directors or to estates of deceased re- turing direct access to specialists sponsible for a patient's treatment selves
tirees and care teams, may prompt other from the time of diagnosis on- The HMO also will track care

The cash part of the deal is intended mamly to cover taxes the reelp- HMOs to reorganize their services ward team outcomes and turn that in-

ients will owe on the payouts Sale of the M&M stock is subject to re- The Norwalk, Conn -based These teams could include any- formation over to enrollees to use
strictions for various periods health maintenance organization one involved in providing a ser- in selecting providers

In addition to the $1 8 billion, a committee of three J&H directors isn't providing services that are vice to the patient, such as sur- • Assign a dedicated service

wlll receive a pool of funds consisting of up to $175 milhon in "excess new to the industry it is just geons, anesthesiologists, physical manager to each member to pro-
cash" plus 85% of J&H's first quarter 1997 earmngs The committee packaging them more effectively therapists and psychiatric coun- vide individualized customer at-
w11 distribute this money among current and former shareholders and for health care consumers, ac- selors tention

employees as it sees flt, according to tne report cording to consultants and com- Under Oxford's approach, • Create a 24-hour toll-free hot

petitors groups of specialists would re- line staffed by nurses who ask

P/C insurers' income up 17% Among other things, the "health spend to requests for bids on callers about symptoms and, aided
and healing" initiative Oxford an- treating certain conditions, and See Oxford on page 21

NEW YORK-Property/casualty insurers emoyed a 17% surge in af-
tertax income last year, according to a survey released last week Appeals court upholds retroactive liability

Net mcome rose to an estimated $24 1 bilhan in 1996 from $20 6 bll-
lion a year earlier The insurers' underwriting loss dropped 5 4% to
$16 8 bilhon in 1996 Consolidated surplus grew 11 5% to $256 5 bil- Olin loses Superfund case
hon, according to the survey, released by the Insurance Services Office
Inc and the National Assn of Independent Insurers

Pretax income mcluded $20 2 billion in operating income and $96 By MARK A. HOFMANN Atlanta ruled unanimously in Response, Compensation and Lia-
billion in reallzed capital gains That was diminished by $5 6 bilhon in United States us Otin Corp last bility Act of 1980, which created

income taxes insurers paid WASHINGTON-A federal ap- week that a district court judge Superfund, to apply liability
Net wntten premium grew 3 5% in 1996 to $268 8 bilhon peals court decision upholding the had erred in ruling that Super- retroactively (BI, June 3, 1996,
The ISO/NAII survey estimated that insurers realized capital gams constitutionality of Superfund's fund retroactive liability did not May 27, 1996)

of $9 6 bilhon in 1996, a lump of 59 5% Net investment Income, pri- imposition of retroactive liability apply to the cleanup of an Alaba- Judge Hand also held that Su-
mainly stock dividends and bond interest, grew about 2 2% to $37 6 leaves legislation as the only pos- ma site once used by Olin Corp perfund couldn't be enforced in
bilhon last year sibility for reform, Superfund re- for certain manufacturing chemi- the 011,1 case because of the U S

The industry's estimated combmed ratio improved shghtly to form advocates say cals from 1951 to 1982 Constitution's commerce clause,

105 9% for 1996 from 106 4% a year earlier. If anything, the decision demon- U S District Court Judge which allows Congress to regulate
The ISO/NAII survey bases its estimates for the entire property/ca- strates that Superfund is Still in William Brevard Hand of Mobile, intrastate activities that substan-

sualty insurance industry on the reports of msurers that account for dire need of reform, they say Ala, ruled last year that Congress tially affect interstate commerce
96% of the country's property/casualty business A three-judge panel of the 11th had ndver expressly intended the Judge Hand said that the pollu-

"The outlook for the industry in 1997 w111 in part reflect forces ex- U S Circuit Court of Appeals in Comprehensive Environmental See Olin on page 20

ternal to the industry, hke the stock market and catastrophes," said
Sean Mooney, senior vp and econonist of the Insurance Information
Institute m New York Reinsurers' earnings up

"A decline m equity pnces coupled with an Increase m Interest rates
Deadline

would severely reduce the industry's abihty to record further advances
in capital gains As we move toward the humcane season, Insurers and despite competition
their reinsurance partners can only keep their fingers crossed in hopes

approaching
that 1997 will not be the year of the 'Big One, said Mr Mooney in
commentary accompanymg the survey By JUDY GREENWALD "Rates continue to go down in for directory

He added that there "is no sense in the marketplace," that pnces for nearly all lines, and they probably
commercial hnes products have reached "an unacceptable level" and Competition continues to esca- will continue to do so until we get The deadline lS nearing for

that there "are no clear signs of a return to more adequate rates " late among U S reinsurers as they a good old-fashioned catastrophe companies to return question-
vie for business from the still-soft again " naires to be hsted in the annual

Health care quality panel forms primary property/casualty mar- "I see increasing levels of com- Business Insurance directory of
ket petition, and I guess for the first 401(k) plan administrators The

WASHINGTON-Drawmg heavily from the ranks of medical 8 :i W kY U C . :1 b
That competi- time in a long time we're begin- directory will be in the May 5

providers and academia, President Clmton last week established a tion is occurring ning to see irrational behavior in issue, which also will contain a
commission to examme and make recommendations by next March to Rl hl 1113, in spite of signif- the marketplace," as a result of Spotlight report on pensions
better assure quality m health care plans icant consolida- the drive for premium growth, and retirement plans

So far, President Clinton has named 31 members of what unll be- 1996 tion among rein- said Edward J Noonan, who has If your company provides ser-
come a 34-member commission Slx members each are from academia surers in recent iust been named president and vices-such as recording enroll-
and medical provider-related organizations Other commission mem- years, and is ex- CEO of Princeton, N J -based ment, maintaining participants'
bers include Shella Leatherman, executive vp of United HealthCare pected to engender additional American Re Corp accounts and handling account

Corp., a huge managed care organization in Minneapolis, Philip mergers and acquisitions in the Mr Noonan, who formerly was activity independently from
Nudelman, president and chief executive officer of Group Health Co- fiture president of American Re's do- any investment services-and
operative of Puget Sound, which is an HMO in the state of Washing- But even with competitive con- mestic insurance company opera- has not received a question-
ton, L Ben Lytle, president and CEO of Anthem Inc , a health Insurer ditions and low premium growth, tions, succeeds Paul H Inderb- naire, please request one imme-
in Indianapolls, and Kansas Insurance Commissioner Kathleen Sebe- low catastrophe losses meant itzin, who resigned! earlier this diately by calling Assistant Di-
hus President Clinton has not yet named any corporate benefit man- reinsurers posted a much-im- month to pursue personal busi- rectory Editor Rich Trout at
agers to the commission, though he is expected to do so proved combined ratio and higher ness interests, according to the 312-649-5483

The panel, formally known as the Advisory Commission on Con- earnings for 1996 company There is no charge to be listed

sumer Protection and Quahty m the Health Care Industry, is intended "It is s:111 very competitive out Mr Noonan denied speculation in BI directories, companies

to advise the president on changes occurring in the health care system tnere," said Kaj Ahlmann, chair- that the rest of American Re's se- need only complete and return

and make recommendations to ensure health care access and quality man, president and chief execu- nior management was planning to a questionnaire by extended
t_ve officer of Employers Reinsur- leave, as well "Munich Re has deadline of April 11

Bill would lift MSA cap ance Corp in Overland Park, Kan See Reinsurers on page 16

WASHINGTON-Legislation introduced this month by a tno of Inside
Democratic congressmen from Ilhnois would eliminate the 750,000
cap on the number of tax-favored medical savings accounts that can
be establlshed under a 1996 law • We hcpe a new commission created by President Clin- Classifieds 18

The cap would be removed with enactment of the legislation, H R ton to Icok at health care evaluates the best information Global Briefs... 17

1068 However, the measure introduced by Reps Jerry Costello, available, this week's editorial says PAGE 8 Insurance Services Guide 19

Wilham Lipinski and Glenn Poshard would leave intact the restriction International 17

of tax-favored MSAs to companies with 50 or fewer employees • The U S Supreme Court will review a case that deals Letters 8

Statistics are not yet available on how many MSAs exist The Inter- with how much discretion Judges have in determining the Opinione
nal Revenue Service will survey MSA administrators several times to admissibility oftest,mony PAGE 17 Perspective® 15

determine how many accounts have been estabhshed The first survey Ticker 09

will report on MSAs set up as of April 30 • The implementation of a new international air transport Business insurance (ISSN 0007 6864) Vol 31, No 13, is published weekly

Several dozen health insurers sell MSA products hnked to high-de- agreement may lead to higher hat)Ility claims, aviation in- by Crain Communications Inc, 740 N Rush St. Chicago. Ill 60611 2590

ductible indemnity plans, said David Lack, president of the Council surers warn PAGE 17 Periodicals postage is paid at Chicago and at additional mailing offices

for Affordable Health Insurance, an insurer trade group m Alexandria,
POSTMASTER Send address changes to Business Insurance, Circulation
Department, 965 E Jefferson Ave , Detroit, Mich 48207 $4 a copy and $87

Va, that actively supported the 1996 legislation Much of the interest Departments a year In U S $105 in Canada and Mexico (includes GST) All other coun

m MSA programs is beheved to be commg from self-employed profes- tries $205 a year (includes expedited air delivery) Canadian Post Inter

sionals Advertiser Index
nahonal Publications Mall Product (Canadian Distribution) Sales Agreement

No 0293512, GST No 136760444 Printed in USA Copyright 1997 by 
See Updates on page 22 Benefit Beat 4 Crain Communications inc



Buszness Insurance, March 31, 1997 / 3

Health plan regulation
«»S

woverage knows
is state domain: NAIC no bou ndaries

By MEG FLETCHER Health Insurance Committee federal regulation of "provider- By MICHAEL BRADFORD their employers out of business.
during the NAIC's meeting ear- sponsored organizations" that Although 11; lS illegal in the

ORLANDO, Fla -If lt looks lie this month in Orlando service Medicare beneficiaries Are you a risk manager who Netherlands to operate a
like a duck, quacks like a duck until Jan 1,2002 feels stuck in a rut? Are you an brothel, Amsterdam has gra-
and swims like a duck, lt should

NAIC
After that deadline, states underwriter feeling unen- ciously turned a blind eye to

be regulated like a duck that have solvency requirements thused' the establishments. "The city
That metaphor succinctly identical to those under the fed- If your days at work ever council doesn't want to close

summarizes state insurance reg- eral law, among other stan- seem humdrum or you notice them but wants better regula-
ulators' view that states, not the dards, would be allowed to reg- eyes glazing over when you ex- tion," explamed a spokeswom-
federal government, should reg- State insurance regulators ulate PSOs within their bound- plain your profession over an for the city's mayor
ulate any risk-bearing entity now are writing an executive ames cocktails, just remember the Under new regulations
covering the cost of health care summary of the 42-page paper State insurance regulators be- offbeat, colorful side to risk passed last year, the city's 250

State insurance regulators are as well as a position paper that lieve "consumer protection is management and insurance brothels were required to im-
especially concerned about reflects the NAIC's opposition paramount" when it comes to Business Insurance has in- plement a number of new safe-
provider-owned managed care to proposals for federal over- regulating health insurance, vestigated recent sightings of ty standards and pass an in-
companies that assume risk but sight of any type of risk-bearing NAIC Vp Glenn Pomeroy told insurance claims and coverage spection to ensure compliance.
are seeking to avoid state regu- entities the U S Senate Finance Com- for losses relating to UFOs, Technical officers have

lation-at least temporarily The NAIC earlier this month mittee earlier this month in werewolves, vampires, reincar- flunked at least 14 brothels and
The National Assn of Insur- voiced its specific opposition to written testimony nation and prostitutes ordered them closed

ance Commissioners discussed federal lawmakers on two bills "Based on the states' exten- Consider, for example, the Amsterdam's brothel owners

the issue in a broad white paper in Congress-H R 475 and S sive experience in regulating the responsibilities of the "techni- are fighting mad, protesting in
presented to its Accident and 146-that would allow direct See NAIC on page 21 cal officers" who work for the an unsuccessful suit against the

city of Amsterdam, the Nether- city earlier this year that
lands These officers are the requirements are unfairly

Value of third-party business charged with enforcing new onerous Still, the loss control
safety standards that are juggernaut rolls on
putting some working girls and See Unusual on page 22

overlooked by captives: Panel
By DAVE LENCKUS current third-party business portation company

.

threshold to obtain favorable tax .

Most important to CSX and
TUCSON, Ariz -Captive insur- treatment is 30% myself is that we have control of

1

er owners have more options for The mention of third-party the exposures or the program
writing third-party business than business can conjure images of terms," Mr Hamilton said f *-

they may realize, and the coverage past captive insolvencies that •The captive's parent should
could do more than help them ob- were triggered largely by someone have "good knowledge" of the un-
tain a tax deduction for their own derwriting issues and trends asso- 1AKS \
premiums ciated with the third-party busi-

The coverage also could gener- CICA- ness

ate profits while adding value to CAPTIVE INSURANCE COMPANIES ASSOCIAT,ON, INC • The outside business must of- <14

the captives' relationships with fer a good profit opportunity for
their parent companies' employ- else's losses the captive 01'

V
ees, suppliers and customers, ac- But, captive owners should not • The outside business must in-

cording to a panel of captive own- picture all third-party business as crease risk shifting and distribu-
ers speaking at the 24th Annual a financial danger, according to tion and improve customer, con-
Captive Insurance Cos Assn con- panel moderator Ronald D Ryan, tractor and community relation-
ference, held m Tucson, Ariz, president of group benefits broker ships
March 16-19 Evergreen Benefits Inc of Stam- Four main sources of third-par- i

Third-party business has be- ford, Conn "It's unfortunate to ty business have helped the CSX
\ 4/>

come a hot topic to captive owners paint all third-party business captive rack up a "seven-figure '
over the past two years Like last with the same brush " profit over the past 10 years while
year's Clinton administration Based on CSX Corp 's experi- also burnishing the company's im-

:f
budget proposal, this year's bud- ence, successful third-party busi- age, according to Mr Hamilton S

get plan would require captives to ness programs should have sever- The captive has been reinsuring 7 * *G. -write at least 50% of their bum- al common features, said Richard fronted coverage for contractors
ness for third parties before their H Hamilton, president and gener- since 1988 One example is force

/e 1 3 9 e p*
91

parent companies could take tax al manager of CSX Insurance Co , account coverage, which is com- f

deductions on the premiums they the Vermont captive for the Rich- parable to owners, landlord and *.1 .

pay the facilities for coverage The mond, Va -based surface trans- See Third-party on page 10

Sale of Lincoln National unit PBGC to report surplus
could bring $2 billion: Analysts for first time in history

INDIANAPOLIS-Lincoln Na- of $1 6 billion and $5 5 billion in Although there is some uncer- WASHINGTON-The Pension phased in requires employers with
tional Corp could gain as much assets It has an A+ (superior) tainty about the adequacy of its Benefit Guaranty Corp this week underfunded plans to accelerate
as $2 billion from the sale of its rating from A M. Best Co reserves for construction defect is expected to report a surplus for contributions to those plans That
Indianapolis-based American Analysts estimate Lincoln Na- claims, American States "has a 1996 for ltS single-employer in- will decrease the likelihood that a
States Financial Corp unit, but tional could gain $2 billion from lot of positive things going for it, surance fund, the first time the plan will be significantly under-
a change in the insurer's owner- the sale of the entire company including a fairly attractive agency has operated in the black funded if a company later runs
ship is not expected to have a Names that have cropped up as business mix, a good relation- After hitting ltS low point in into financial difficulty and the
dramatic impact on its policy- potential buyers include CNA ship with agents, excellent loss 1993, a $2 9 billion deficit-the PBGC has to take over the plan
holders Financial Corp, Liberty Mutual ratio trends and fairly strong re- difference between ltS assets and At a minimum, the improve-

American States said last Insurance Co , Travelers/Aetna serves on current business," said the benefits it has promised to ment in the PBGC's financial con-
week it is "exploring a range of Property Casualty Corp and Weston Hicks, an analyst with participants in terminated under- dition ensures that premiums em-
strategic options," including the SAFECO Corp Spokesmen for Sanford Bernstein & Co m New funded plans lt has taken over- ployers with defined benefit plans
potential sale of 100% of the these insurers either could not York the PBGC has rebounded In 1994, pay the agency will remain stable
company be reached or had no comment A change in ownership is not the deficit declined to $1 2 bilhon If the PBGC can maintain its sur-

The unit, which had an initial "This could be a good fit for expected to have a significant and fell to $315 million in 1995 plus, employers may push for re-
public offering in May 1996, is any company in the commercial impact on policyholders While The agency's turnaround lS the duced premiums The base premi-
now 83 3 % owned by Lincoln lines business, or wanting to be there may be an effort to realize result of several factors, including um is $19 annually per plan par-
National Corp, which says it in the smaller commercial mar- econormes of scale "competition robust investment income on as- ticipant for fully funded plans,
plans to use any proceeds from a ket," said Gloria Vogel, semor is going to keep the price (of the sets and the lack of terminations while premiums for underfunded
sale to focus on its core financial vp at New York-based Advest insurance) where it is," said Ms of big underfunded pension plans plans are linked to the plans'
services businesses Inc "It would give them access Vogel "The question is the ser- as companies have been able to funding levels

American States, which un- to a market they would proba- vice level, and I would thlnk any put more money in their plans due The PBGC is expected to report
derwrites property/casualty in- bly want to be bigger in, because buyer would try to improve on to the strong economy its full financial results this week

surance for small businesses, small companies are the fastest that which is theirs " The agency's future also looks The agency would not disclose de-
had 1996 net written premiums growing part of our economy " -By Judy Greenwatd good Legislation passed by tails in advance

Congress in 1994 and now being -By Jerry Getsel
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Bi makes changes
in London bureau
LONDON-Business Insur-

ance has made several changes to
its London editorial staff.

Sarah Goddard has been pro-
moted to London bureau chief,
while Stacy Shapiro has been
named senior editor-internation-

al. Edwin Unsworth has joined
the staff as associate editor.

In her new position, Ms. Shapiro
will focus on reporting, after as-
suming a reduced work schedule
to spend more time with her fami-
ly. She previously was interna-
tional editor.

Ms. Shapiro, 41, joined BI in
Chicago in February 1980 as an
editorial assistant and was pro-
moted to associate editor in Octo-

ber 1980. In January 1981, she
moved to

/6.A# London
* J and opened
sf the maga-
 zine's bu-
,» iL reau there.
-rkjiiir She was

 2*' promoted
to interna-

tional edi-

torin 1986.

ir .{ Prior to
+ that, she

Ms. Shapiro worked for

CBS Publi-

cations/Woman's Day in 1979 and
Chicago Lawyer from 1979 to
1980.

Ms. Shapiro holds a bachelor's
degree in history from the Univer-
sity of Illinois at Urbana-Cham-
paign.

She can be reached at 44-171-

457-1426.

Ms. Goddard, 31, will continue

reporting but also will manage the
resources of Brs London bureau

and international correspondents.
She previously was an associate
editor, a post she has held since
joiningBIin 1995.

Prior to joining BI, Ms. God-
dard was an assistant editor for

two years at One Lime Street, the
Lloyd's of London magazine for

its members. Before that, she was
an assistant editor on two other

Lloyd's
publica-
tions.

She has

won sever-

al writing
awards

IL- 1Allfi from the

British

Assn. of

cators in

Cornrnuni-

Business

Ms. Goddard and the In-

ternational

Assn. of Business Communicators.

She studied psychology at the
University of Manchester in
Manchester, England In 1996, she
was named a Freewoman of the

City of London.
She can be reached in London

at 44-171-457-1422.

Mr. Unsworth, 48,joins BIafter
several years as a free4ance conf-
spondent.

He was the London correspon-
dent for

the Journal

of Com-

merce

fronn 1974
to 1990. He

next was

London

/ C=O-dent for

VWD Fi-

nancial

1 News from

Mr. Unsworth 1990 to

1992, was
promoted to London bureau chief
in 1992 and continued in that role

until 1994. In 1994, he embarked
on a free-lance journalism career.

Mr. Unsworth graduated with
honors from St. Bonaventure

University in Olean, N.Y., with
bachelor of arts degrees in En-
glish and economics.

He can be reached at 44-171-

457-1425.

California agencies test
wellness program wate rs
SACRAMENTO, Calif.-Eight

California government agencies
are taking part in a wellness pilot
program that eventually could be
expanded statewide to 200,000
workers.

Last week, workers in the

Sacramento headquarters of eight
state agencies completed the first
phase of the pilot, a series of free
health screenings held onsite at
government agencies. About 2,500
workers, or about 25% of the
workforce, were expected to have
participated by week's end, offi-
cials said.

State workers in Sacramento

have enthusiastically welcomed
the screenings, said Debbie Ends-
ley, manager of the initiative,
which is being co-sponsored by
California Public Employees' Re-
tirement System and the state De-
partment of Personnel Adminis-
tration.

The program includes blood
pressure, body fat and cholesterol
checks, as well as diabetes screen-
ing.

The most popular aspect of the
screenings has been individual,
private sessions with visiting
nurses, registered nurses or medi-
cal technicians.

"They appreciate onsite choles-
terol testing, but they really ap-

I preciate a medical professional
sitting down with them for 15
minutes," she said. "They appre-
ciate that they can ask any ques-
tion and it's completely confiden-
Ual."

Future phases of the wellness
pilot will offer employee walking
clubs, the placement of more nu-
tritional food in worker cafete-

rias, and guest speakers on health
topics.

The inkiative stems from an

April 1995 order by Gov. Pete
Wilson ordering all state depart-
ments to participate in health and
fitness programs.

The agencies expect that the
wellness effort will help lower
health insurance and workers

Benefit Beal

compensation costs and reduce
absenteeism, according to James
E. Burton, CalPERS' chief execu-
tive officer. Ten HMOs, Merck &
Co. and Johnson & Johnson are

donating resources to the pro-
gram.

The agencies taking part in the
wellness program were CalPERS,
the State Compensation Insurance
Fund, the California Highway Pa-
trol, the Department of Motor Ve-
hicles, the DPA, the California

Department of Transportation,
the Department of Health Ser-
vices, and the State Resources
Agency.

-By Robert Kazel

More re-engineering

Corporate benefits staffs are
busier than ever automating and
revamping their departments to
modernize plan administration,
and they are getting more support
than ever from the upper echelons
of management, a new study indi-
cates.

The report, by New York-based
employee benefit consulting firm
A. Foster Higgins & Co. Inc., indi-
cates that businesses are doing an
"unprecedented" level of strategic
planning for 1997 and consider-
ably more than in previous sur-
veys.

According to the survey of 336
employers, 57% are evaluating
software, and 60% are redesign-
ing systems. Additionally, 48% of
those surveyed said they were
planning to change health plans
to ease administration, and the

same percentage of employers say
that they are reorganizing the hu-
man resources department in gen-
eral.

"There seems to be much, much
more activity, and much, much
more recognition and budget
available to do that kind of

Heret Pest Control Insurance
that you can really control-
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Brownyard invites aents
and brokers as our ' partners!" Only The Brownyard
Group, of the major Pest Control Insurance Program Administrators, prefers to work with local
producers ini the development of a sound, comprehensive liability insurance plan for Pest
Control Operators.

In four decades of being national MGAs, we've learned that our insureds are much more
comfortable and feel much better proteded, when they have access to their own local agent
or broker. Ttat's why we encourage Pest Control Operators to rely on you, first because you

know their business needs best. And when it comes to claims service, you
and your client can rely on us, and our A-rated
insurer, to come through in speedy fashion. Talk to the
That makes Brownyard insureds-and Brownyar(Is!
their agents-very happy!

Other Brownyard
Exclusives
SECURITY GUARD

LIABILITY

COUNTRY CLUBS

3RD PARTY FIDELITY
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800-645-5820 • In NY 51 6-666-5050 • FAX 516-666-5723
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work," said Mark Rand, a Foster

Higgins principal in New York.
The consequences could be

harsh for some benefits staff, Mr.
Rand said. Personnel either are

being displaced by these types of
technology or, if more fortunate.
are being moved from traditional
"paper-shuffling" clerical roles
into more analytical administra-
tive jobs, he said.

"Benefits staff are getting
smaller and are moving to out-
source the administrative as-

pects," he said. "The more tools
that are out there to use, the
greater the staff reduction we will
see."

Benefits administration is han-

dled by an average of eight pro-
fessionals and two support staff,
the study found, with the ratio of
employees to benefits staff in-
creasing dramatically with com-
pany size. There was one benefits
staff member for every 149 work-
ers at small companies, those with
fewer than 500 employees; there
was one benefits staff member for

every 2,385 employees for large
companies, those with 5,000 or
more workers.

The companies reported spend-
ing, on average, one out of five
human resources dollars on their

benefit plan administration last
year.

The study, "The Foster Higgins
Survey on Human Resources Ad-
ministration 1996," can be pur-
chased for $50 by contacting Tara
Lewis, 212-574-9025.

-By Robert Kazet

More partner benefits
SAN FRANCISCO-Joining a

growing list of large employers,
BankAmerica Corp. will offer
benefits to employees' domestic
partners and other adult depen-
dents.

Starting Jan. 1, 1998, 60,000
employees of the San Francisco-
based holding company for Bank
of America will be allowed to sign
up adult dependents for medical,
dental and vision benefits equal to
spousal benefits. These depen-
dents can be parents, grandpar-
ents, adult children or domestic
partners. For domestic partners, a
written statement must be sub-

mitted stating the couple has been
in a committed relationship for
more than six months.

"It's part of our ongoing effort
to create a workplace where mem-
bers of the workforce can do their

best work," a bank spokesman
said. "It's an acknowledgement
that the family our employees
support may include more than
just a spouse."

Bank of America joins a list of
employers offering benefits to
non-spouses.

Other companies that offer the
benefits include International

Business Machines Corp., Xerox
Corp., The Walt Disney Co., East-
man-Kodak Co. and Hewlett-

Packard Co.

Although the bank has been in-
vestigating extending its benefits
for some years, it made the deci-
sion in part because of the new
San Francisco ordinance requir-
ing all city contractors to offer
employees domestic partner bene-
fits equal to spousal benefits, the
spokesman said (BI, Nov. 11,
1996). Bank of America has con-
tracts with the city of San Fran-
cisco.

-By Michael Prince
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The Power of Partnership° iii Lawyers Professional Liability.
Your law practice will be there in the
21 st century, but will your insurance
company? Zurich-American will be,

because we created a large law
firm facility to take a fresh look at

the underwriting process for
organizations of 35 attorneys or more.

Zurich-American engineers
partnerships with our insureds

r 19')" /ilrich [Iihilsince Compam

that result in a new standard of

understanding, commitment, risk
analysis and flexibility of terms. Our

commitment to your firm is
manifested in our $25 million capacity,

backed by the financial strength
and security of an A+ rated company.

Zurich-American.

The Power of Partnership.

For more information,

call us at 1-800-382-215(1
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To go as far as you possibly can in this competirive world, y,ou ieed a partner with unquestionable financial
strength. A partner who has the strategic vision lo help you ideitify and access new ooportunifies. And
the ability to supoort your future growth while shielding you [rom the many isks that could lead to a fall.
American Re. The right partner for the future.
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Opinions-
Gimmick or useful tool?

IS THE HEALTH CARE QUALITY advisory com-mission that President Clinton named last week a

political gimmick, as some Republicans charge, or a
sound mechanism to examine the nation's health care

delivery system?
We certainly hope it is the latter and are inclined

to give Secretary of Health and Human Services
Donna Shalala the benefit of the doubt when she says
the 34-member commission wants to create a struc-

ture to allow all health care stakeholders to examine

critical issues without a climate of confrontation. Ms.

Shalala will chair the commission.

The commission, she said, is likely to meet month-
ly and make interim recommendations as it goes
along.

There is a tendency in some quarters to dismiss
commissions-as has already occurred with this
one-as having little real clout or as merely a conve-
nient way for an administration to advance its own
agenda.

Commissions have, in fact, at various times laid the

foundation for necessary future change. Back in the
early 1980s, for example, a bipartisan commission es-
tablished by President Reagan put together-with
thought and care-a sound series of recommenda-
tions that became the basis of a legislative package
passed by Congress that removed the imminent
threat of insolvency from the Social Security pro-
gram.

What commissions can do is study issues and come
to conclusions without the looming deadlines politi-
cians often face and without the need to pander to
political constituencies. That means, when things go
right, decisions and recommendations can be made
on the basis of the best information available.

In the health care arena, anecdotal evidence and

lobbying by interest groups unfortunately often has
been the basis of legislation. At the state level, the
hundreds of health care mandates, specifying what
kind of benefits health insurers must offer, have had
far more to do with the power of specialized interest

Letters

More comments about the impact of M&A mania
To the editor: The March 24 article,

"M&A Mania Coin Has Two Sides, Buy-
ers Say," explored the impact of broker
consolidations on risk managers and
nicely examined several of the concerns
the risk management community has.
Here are a few more that we hear from

our clients:

• Marsh & MeLennan Cos. Inc. has tak-

en its major competitor in the large ac-
count business off the table. Many poli-
cyholders choose between Marsh and
Johnson & Higgins as the two strongest

HEADIHCAREQUAuly
ADVISORY

groups than good public policy.

And in Congress, anecdote, not analysis, often is
the trigger for intervention. This year's cause celebre,
for example, is banning so-called drive-through mas-
tectomies, in which managed care plans supposedly
are not even allowing women to spend the night in a
hospital after the procedure. To hear the discussion,
one could think such a practice-admittedly repre-
hensible-is the norm among managed care plans
rather than the rare exception, which we believe is
the case.

Lobbying and anecdote is no way to frame health
care policy.

We hope this commission critically examines the
best information available and then decides what, if

any. legislative initiatives are needed to better assure
that health care plans deliver quality services with-
out unnecessarily driving up employer costs or crip-
pling the plans with cumbersome rules.

players in the global broking market-
place for U.S.-based policyholders. Now,
they are one; who will be the other?

• A well-established strategy for risk
managers is to simultaneously use two
strong brokers, in part to maintain a
competitive environment without the
threat of competitive bids, in part to
guarantee access to another source of ex-
pertise. Marsh and J&H often were the
two brokers retained; now what?

• Aon Group Inc. has developed some
superb capabilities; is it readv to sit at

the same table as Marsh? And what will

become of Sedgwick Group P.L.C. and
Willis Corroon P.L.C.?

The merger of Marsh and J&H is the
best sign yet of the stresses on the old
ways of doing insurance. I can't wait to
see who replaces J&H as the counter-
weight to Marsh. And it may be a long
wait.

Richard S. Betterley
President

Betterley Risk Consultants Inc.
Sterling, Mass.

Anti-discrimination ordinance to open floodgate
To the editor: After reading Michael

Prince's Feb. 24 article about Cleveland's

anti-discrimination ordinance, "Law Makes
Job Bias Criminal," I don't know whether
Councilman Patmon and his colleagues are
incredibly naive or simply haven't thought
through all the consequences.

The ordinance not only deals with alleged
discrimination in firing or demotion, which
are relatively rare in individual cases but

with failure to hire, a much more common

situation. The ordinance prohibits discrin*-
nation because of race, religion, color, sex,
sexual orientation, national origin, age, dis-
ability, ethnic group or Vietnam-era or dis-
abled veteran status, and most job-seekers
fall into at least one of those categories.

Take my own situation as an example. I
have not worked full time in the insurance

industry since last June, but now my troubles

'; m
a '

Business Insurance welcomes letters to the editor. The section;is int-ended A
be a forum for readers' opinions and comments. We reserve:'the right tdedit fet-
ters for clarity or space. We witt 'liot publish unsigned letters. Please fend yOr
Letters to Letters to the Editor, 'Btlsiness Insurance, 740 N. Rush St., Chicago,'I!!.
60611; fax. 312-280-3174, e-mait:'pwinston@crain.com    , 9 ,%

4 ;50

are over. All I have to do is move to Cleve-

land, apply to the company of my choice
with a well- prepared resume, inform the
personnel officer of my age and religion, and
threaten to call the police if I'm not hired!

Multiply this scenalio by hundreds, possi-
bly thousands, of job-seekers and dozens of
companies, and you can see the potential for
tying up the criminal courts with anti-dis-
crimination cases. While it may bring psy-
chic satisfaction to the jobless to haul person-
nel officers into court, and this law may re-
sult in more and better explanations of why
people are not hired, is it really necessary to
make every decision not to hire someone a
potential criminal case?

Harry Cylinder
Philadelphia

'
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RIMS gears up to push
liability reform in 1997
By MARK A HOFMANN

NEW YORK-Tle Risk & in-

surance Manager»ent Society
Ice. plans to push for broad-
ranging liability reforms at
both the state and Tederal level

after Congress Ing state legis-
Wires convene later thl.
month.
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n this fast-paced world, catching up with the leading decision-makers in commercial insbrance can

be a real challenge. Fortunately, you can stay in touch through Business Insurance. We'll help you

connect with these buyers of insurance, reinsurance, workers comp, employee benefits and health

care services as they take time to review 8/'s coverage of their biggest conference - the annual

meeting of the Risk & Insurance Management Society.

Make contact before the gathering begins as these executives turn to our RIMS Preview issue for an

advance look at the meeting's hottest topics - and the best Atlanta has to offer. Network during the

conference as they browse through our Directory of Captive Managers and peruse the accomplishments

of the 1997 Risk Manager of the Year. Follow up after RIMS when our post-conference Reports on

Employee Benefits/Workers Comp and Risk Management sessions are widely-read.

Start making sales connections now Call 8/ and reserve your advertising space before you lose touch
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QUANTUM CONSULTING, INC

THE LEADING MARKET-MAKER

FOR THE PURCHASE OF CLAIMS

AGAINST INSOLVENT

INSURERS AND REINSURERS.

CALL US FOR AN OFFER.

QC

QUANTUM CONSULTING, INC.

PURCHASES FOR CASH CLAIMS

AGAINST INSOLVENT INSURERS.

................

If you are a creditor of an insolvent insurance company
anywhere in the world, give us a call or write to us
at the address below. We will analyze your entire
insolvent insurance company receivable/recoverable
portfolio, and make you a cash offer.

FOR DETAILS PLEASE CALL:

Quantum Consulting, Inc.
150 Joralemon Street, Suite 6B

Brooklyn Heights, New York 11201-4309
Tel. (718) 802-9423

Fax. (718) 802-9701

Attn: Joseph R Scognamiglio, President

Third-party
Continued from page 3
tenants coverage. It protects contrac-
tors when they are working on, for
example, CSX railroad tracks that
cross a third party's property.

Since 1991, the captive has been
participating in a group home and
automobile insurance program with
Metropolitan Property & Casualty
Insurance Co. of Warwick, R.I.
Metropolitan writes "discounted"
homeowners coverage for CSX em-
ployees, and CSX Insurance reinsures
a portion of this business on a quota-
share basis.

In addition, in an effort to ease any
tensions created when CSX began re-
quiring employees to use personal ve-
hicles for company business, the cap-
tive-again offering reinsurance sup-
port-and Metropolitan have teamed
up to offer inexpensive auto coverage
to CSX employees. The program cov-
ers about 700 vehicles, Mr. Hamilton
said.

Another source of third-party busi-
ness is reinsuring the fronted cover-
age of benefits for 5,000 international
employees of a containership sub-
sidiary

CSX Insurance also participates in
pooling arrangements with rail in-
dustiy association captives, including
Railroad Insurance Assn. Ltd. and

Transportation & Railroads Assn. Co.
Ltd., both of Bermuda.

A supplemental employee life in-
surance program has helped the
Bermuda-based captive of Burling-
ton Industries Inc. of Greensboro,

N.C., generate a tremendous amount
of third-party business, said Gerald
McCabe, director of risk management
for Burlington and a vp of its captive,
Insuratex Ltd.

The textile, apparel and home fur-
nishings manufacturer provides its
employees with a free life insurance
benefit that is equal to their annual
salary.

Then, through an Insuratex pro-
gram with Provident Life & Accident
Insurance Co. of America of Chat-

Reinsurance Intermediary

INDEPENDENCE

INTEGRITY

SERVICE

CONSISTENT PHILOSOPHY & PERFORMANCE

SINCE 1977

Atlanta Bermuda Chicago London Stamford

tanooga, Tenn., Burlington employees
can purchase additional coverage of
up to three times their annual salary.

Term and universal life plans are
available, and employees can borrow
up to 50% or $50,000, whichever is
less, of their death benefit. Another

attractive feature for employees is
that the coverage is portable, Mr. Mc-
Cabe said.

Insuratex writes a 50% quota-
share reinsurance program for Provi-
dent.

'If you make a bad
decision. . .your
involvement with third-

party risks could be very
short; says Joe Ney.

As a result of the life insurance pro-
gram, which has been profitable, the
percentage of Burlington business in
the captive has dropped to 51% from
100%, according to Mr. McCabe.

And, in January, Insuratex began
participating in a new reinsurance
pooling arrangement designed to
generate significantly more third-
party business for the pool's partici-
pating captives.

Seven companies-including Bur-
lington, highly diversified FMR Corp.
of Boston, electrical equipment man-
ufacturer Hubbell Inc. of Orange,
Calif., and Tyson Foods Inc. of
Springdale, Ark.-participate in the
Green Island Reinsurance Pool,

which is managed by Johnson & Hig-
gins (Bermuda) Ltd.

Under the arrangement, the captive
participants cede the first $100,000 of
their primary general liability, auto
liability and workers compensation
losses to the pool.

Poollosses are combined and then

allocated to pool members. The allo-
cation percentage equals the ratio of
a captive's premium to all of the pre-

miums paid into the pool.
A participant's pool losses are lim-

ited to two times the premium it has
paid. Losses beyond that are kicked
back to the pool participant that in-
curred them.

And, a "batch clause" protects par-
ticipants from a sequence of related
events by limiting the nurnber of
times those events could trigger cov-
erage.

Each captive's premium, deter-
mined by Milliman & Robertson Inc.
in Boston and paid in four install-
ments, is equal to its parent compa-
ny's expected losses during the one-
year policy period.

The captives, though, do not have
to commit any capital to the pooling
arrangement, because it is not an en-
tity.

Besides the third-party business
the pool generates for its participants,
the arrangement also is designed to
reduce claims variability with mini-
mal frictional costs.

The Cettified Grocers of California,
a grocers cooperative, also runs a cap-
tive insurer that writes third-party
business. The captive, Springfield In-
surance Co. of Covina, Calif., current-
ly writes workers compensation cov-
erage for co-op members, and it plans
to begin writing more casualty cover-
age for members later this year, said
Joe Ney, president of Grocers & Mer-
chants Insurance Service in Covina.

Still, Mr. Ney sounded a note of
caution to risk managers who are
contemplating writing third-party
business through their companies'
captives.

He reeled off a list of potential
sources of captive business: a cap-
tive's owners; related entities; related
customers, like owners of a eo-op;
niches within your industry; and to-
tally unrelated risks.

"The potential risk to your career
goes up very fast as you go down that
list," Mr. Ney said. "If you make a
bad decision there, your involvement

with third-party risk could be very
short." ial

Handling claims well
In-house approach calls for caution

By DAVE LENCKUS

TUCSON, Ariz.-A captive owner
often is better off using a third-party
administrator to handle claims,

though in-house claims handling can
be effective at times, according to a
panel.

The key to effective claims man-
agement, though, is focusing on set-
tling claims, not just handling them,
said panel moderator C. Michael
Mattix, an assistant vp with Employ-
ers Reinsurance Corp. in Tampa, Fla.

"Some focus a lot on the process
rather than the goal," Mr. Mattix told

CICA
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attendees at the 24th Annual Captive
Insurance Cos. Assn conference, held
in Tucson, Ariz., March 16-19.

"Does good claims handling make
a difference to the bottom line? Clear-

ly, it does," he said. And, he said, it is
not that tough to achieve.

Mr. Mattix referred to a news story
a few years ago that pointed out that
new law school graduates were hav-
ing much greater difficulty than med-
ical school graduates in finding the
types of jobs they wanted. One law
school graduate who had wanted to
begin his practice with a Wall Street
law firm instead ended up handling
workers compensation claims for an
automaker. He was quoted as saying
"a trained monkey" could do his job.

While that is not true, good claims
management "is not rocket science,"
Mr. Mattix said.

The panel of two risk managers and
a fronting insurer executive largely
focused on whether in-house claims

handling or retaining a TPA would
help captive owners achieve that end.

At least one fronting insurer, Old
Republic International, is not anxious
to enter into arrangements with poli-
cyholders' in-house claims depart-
ments unless they agree to abide by
the same dozen requirements to
which the insurer holds TPAs, said

Michael J. O'Connell, vp-claims at
Brookfield, Wis.-based subsidiary
Old Republic Risk Management Inc,

Under those criteria, the in-house
claims department must:

• Receive, review, investigate and
adjust all reported claims during the
policy term.

• Maintain claim files and make

them available to the insurer during
normal business hours. Closed files
must be maintained for a rninimurn of

eight years.
• Furnish monthly reports to the in-

surer.

• Agree to abide by each state's fair
claims practices acts and comply with
all applicable adjuster licensing laws.

• Indemnify the insurer for dam-
ages resulting from negligence or
bad-faith claims handling, unless the
department had acted under the in-
surer's specific orders.

Even given those guidelines, a cap-
tive owner should not handle auto-

mobile or workers compensation
claims in-house, Mr. O'Connell ad-
vised. Otherwise, a risk manager
would have to maintain a huge staff
to deal effectively with all the

See Claimf on page 12
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Claims
Continued *om page 10
varying state auto and workers comp
claims laws, he said.

However, Weyerhaeuser Co. han-
dles its workers comp claims in-
house, said Gary A. Baxter, assistant
treasurer and director of insurance for

the Tacoma, Wash.-based forest prod-
ucts company. The company brought
workers comp claims handling in-
house 15 years ago. By having injured
workers deal with only company per-
sonnel and by redoubling its commit-

ment to safety, the company has cut
its workers comp claims and its
claims staff significantly, he said.

Mr. O'Connell said generalliability
and product liability claims may be
best handled by an in-house claims
staff. An in-house staff can provide
consistency in handling and coordi-
nating claims, with an eye toward
keeping down defense costs, he said.

But, he expressed some concern
with the relationship between some
in-house claims departments and le-
gal departments. "Legal has to know
who is funding the claims. Sometimes,
legal shunts the claims department

66Nothing succeeds like
success."

Alexander Dumas

 successful health care plan is more thana number on somebody's rankings. A
successful plan offers a great network of

doctors and hospitals, maximum flexibility in choosing
providers, and the best benefits. We're a very
successful plan.

We're HealthNetwork, where we create customized
cost-effective solutions that meet our clients' needs.

Our network includes more than 700 hospitals. More
than 21,000 physicians. And more than 5,000 ancillary
care providers.

Give us a call at 1-800/345-7848, ext. 4221. At
HealthNetwork, we offer a simple solution. Choice.
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1420 KENSINGKA ROAc • Surri: 203
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aside. My experience is you don't
want to abandon claims to the legal
department, because many times they
don't have the expertise from a claims
standpoint. And, unless the legal cost
is charged back, sometimes they don't
care about the expense," he asserted.

However, the corporate claims staff
must be sensitive to the inherent con-

flict of interest issues in handling
those claims in-house, he said. "In a
third-party claim, it's nice to have
someone in between the claimant and
the insured," he said.

Michael D. Phillipus, casualty risk
manager for Houston-based Pennzoil
Co., agreed. "You maintain a view of
objectivity when a claim is denied or
only a certain amount is paid. The
companyisn'tdoingthat. Acompany
with claims expertise is doing it."

For that reason, Weyerhaeuser uses
a TPA to handle its third-party
claims, Mr. Baxter said.

Mr. Phillipus noted several other

reasons that a TPA might be more ef-
fective than in-house staff in handling
claims, including:

• The client might gain access to a
substantial amount of statistical data

it might not have from its own claims
database.

• TPAs likely will have greater
claims-handling experience than an
in-house staff.

• Outsourcing facilitates downsiz-
ing at the risk manager's company.

• Claims arising from a catastrophe,
like an oil spill or a chemical release,
could overwhelm an in-house staff.

The panel also offered several tips
on selecting a TPA and what assis-
tance it should expect from clients:

• The TPA should haveonekey con-
tact or office that deals with its

client's risk management department.
• The TPA should be qualified to

handle claims arising from your par-
ticular exposures. In addition, one
should assess the experience level and

the turnover of the TPA's staff.

• The TPA should be capable of
handling your claims volume,
whether it is large or small. If you
have many claims, the TPA's staff size
should be sufficient before the TPA is

engaged. If your claim volume is
small, "you many not want to choose
someone used to dealing with a large
number of claims. You may be seen as
a speck on the screen and not get the
services you want," Mr. Phillipus said.

• Study the TPA's client base and
verify why former clients left and if
your industry is represented.

• The client must give the TPA
enough authority to operate efficient-
ly, both in settling claims and in re-
porting authority. Don't make TPAs
go through a lot of channels to settle
small claims. And, eliminate captured
reports on small claims, as long as the
TPA, for example, provides the client
some claims information through an
electronic transmission. ial

Captive ratings touted by Best
By DAVE LENCKUS

TUCSON, Ariz.-Obtaining ratings
on claims-paying ability would signif-
icantly help captive insurance compa-
ny owners in running captives effi-
ciently, a rating agency official says.

Among other things, a rating would
both improve captives' access to rein-
surance and banking markets and
suppress an over-stimulated appetite
they might develop for third-party
business if Congress enacts new cap-
tive premium tax-deductibility legis-
lation, said John Andre, an assistant
vp with msurer rating agency A.M.
Best Co. of Oldwick, N.J.

In light of the middle market's
growing interest in alternative risk fi-
nancing, Best last year began to re-
search and rate alternative risk-trans-

fer mechanisms, including both sin-
gle-parent and group captives, risk re-
tention groups and pools. Best plans
to expand that effort by rating even
more alternative arrangements this
year. As with the standard insurers

Land competitive coverage for your airports.
Sherwood Insurance Services Airport Facilities Property Program will give you the edge
by landing competitive rates and custom coverage for your airport clients. Endorsed by the
American Association of Airport Executives (AAAE), Sherwood's program offers the leading
airport facilities property progranis and is underwritten by one of the industry's most stable
insurers (A+ 15).

Our specialized airport program features all risk coverages for airport buildings, equipment
and maintenance operations, and includes flood, earthquake, and pollution clean up. Specialized
claims handling and m:jor premium discounts for AAAE certification and Airport News and
Tmining Network (AN'IN) subscribers provides your clients with the finest in risk management,
loss control and safety services - all at cost-effective ntes.

AAAE has developed this customized program in conjunction with Sherwood Insurance
Services, a leader in airport insurance programs. In addition to the property program,
premises liability and auto coverage are also available. So before you land on an airport
program, give us a call at 1-800-550-6299, or fax at 1818-593-2042.
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Best rates, the alternative market rat-
ings would be voluntary.

Standard & Poor's Corp. already
rates captives, but it is looking at
them as an increasingly "interesting
market opportunity" as well, said
Alan M. Levin, managing director of
S&P Rating Services in New York.

Best's effort is a "credit to the alter-

native risk-financing market indus-
try," Mr. Andre claimed. It under-

CICA
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scores Best's belief that captives and
other alternative arrangements will
continue to grow, despite the endur-
ing softness of the property/casualty
market, he told attendees earlier this
month at the 24th Annual Captive In-
surance Cos. Assn. conference in Tuc-

son, Ariz. Indeed, Best may publish
separate rating guides on captives and
other arrangements, he said.

Of the approximately 650 U.S.-
domiciled captives, Best rates about
100, or 15%, of them.

Mr. Andre said captives that obtain
a Best rating likely will find it will:

• Improve their access to reinsur-
ance markets. "Our feeling is that a
rating on your captive's credibility
helps in this area," he said.

• Strengthen a captive's credibility
with banks.

• Doubly help captives if Congress
enacts a Clinton administration pro-
posal that would force captives to
make 50% of their business unaffili-

ated-up from a 30% standard set by
several courts-before their parents
could take a tax deduction for the

premiums they pay their captives.
A rating would help captives' mar-

keting etforts in courting additional

third-party business, Mr. Andre said.
Additionally, in a paper released

last week, Mr. Andre said a rating
would help a captive prevent itself
from becoming overly aggressive in
chasing new business, which could re-
sult in financial instability.

Mr. Andre noted that Best's rating
appeal process means captive owners
do not have to silently accept a cap-
tive rating with which they do not
agree. The exception may occur in a
catastrophic situation, when Best
would need to act quickly in reassess-
ing a captive's rating, he said.

In a question-and-answer session,
an attendee reminded Mr. Andre

about a couple of insureis that carried
A ratings from Best at the time they
became insolvent.

He agreed that those cases "left Best
with egg on our face." But, Best since
then has increased its meetings with
insurer company managers and has
beefed up its own staff, he said.

Among the captives and risk reten-
tion groups Best currently rates, the
distribution of those with secure and

vulnerable ratings surprisingly is
comparable to the standard insurance
market's, he noted. Some 74% of the
alternative risk-financing arrange-
ments carry secure ratings ranging
from A++ to B+, compared with the
66% of standard market companies
that carry secure ratings.

As part of its increased interest in
rating captives, S&P is researching
how it might modify its financial re-
ports on the facilities, Mr. Levin said.
He expects the modified reports
would be attractive to risk managers
involved with group captives. They
tend to have a weaker grasp of their
facilities' financial soundness than do

risk managers involved with single-
parent captives, he said. [n'

New York proceeds
with domiciliary plans
By DAVE LENCKUS

TUCSON, Ariz.-New York state is
not jumping into the captive business
too late to develop into an important
domicile, asserts an attorney for the

CICA-
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state's insurance regulators.
"When we put the proposal togeth-

er and got it to the governor's office,
that was a concern," said Peter J.
Molinaro, associate counsel of the
New York Insurance Department.
"But, we still believe growth is left in
this field."

The captive insurance industry's
growth during the extended soft mar-

ket is evidence that organizations j
continue to look to this alternative '

risk-financing arrangement, he said
during a panel discussion at the 24th
Annual Captive Insurance Cos. Assn.
conference in Tucson, Ariz.

New York regulators in September
1995 unveiled their plan to establish a
captive dornicile in New York, which
they said would fit well in Gov.
George Pataki's economic develop-
ment plan (BI, Sept. 18, 1995).

1VIr. Molinaro expects that the gov-

ernor's office soon will release a bill 
that would authorize the state to es-
tablish a captive don*cile. Last year's
bill died in the Legislature due to in-
action. Mr. Molinaro said the bill was
introduced late in the session when

lawmakers were dealing with more
Continued on nect page
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pressing workers compensation re-
form and budget bills.

Noting that Manhattan is home to
many large corporations, Mr. Moli-
nam said, "We want to provide an op-
tion to New York companies so they
don't have to go, elsewhere."

As a financial leader, Manhattan
has "a lot to offer" captive owners,
he said. "We hope to enhance our role
as a financialleader in the world and

enhance the job situation."
But, shortly after New York regula-

tors announced their captive plans,
risk managers at several major com-
panies said they would not consider
relocating their captive insurers to
New York unless the state offered

clear advantages over other domiciles.
Mr. Molinaro, though, said New

York does not intend to compete with
other onshore or offshore captive
domiciles by trying to lure away cur-
rent captive owners. New York would
be targeting untapped sources of cap-
tive business, he said.

He noted, for example, that public
entities and religious groups already
have expressed their interest in cap-
tives to New York regulators.

By helping those organizations as
well as other potential captive owners
move into this type of alternative risk-
financing arrangement, "We'11 actual-
ly help the captive industry grow,"
Mr. Molinaro said.

"It's sort of like when you put one
large supermarket across the street
from another. The theory is the addi-
tional traffic the one will attract will

help both."
Panel moderator Henry H. Traend-

ly, chairman and president of Crest
Hill (Ltd.) Bermuda in Hamilton,
asked Mr. Molinaro how, specifically,
New York regulators plan to show
they support the captive industry.

Regulatory attitude toward captive
owners, which has undermined ambi-

tious captive growth efforts in other
states, will be the key, Mr. Molinaro
responded. "The bill is only the first
step. We need to have the right regu-
latory attitude and flexibility this in-
dustry needs."

For example, the New York Insur-
ance Department is committed to es-
tablishing a separate bureau for cap-
tive formation.

"We'11 be a consistent group of peo-

CICA

meeting
draws 351
TUCSON, Ariz.-The Captive

Insurance Cos. Assn. drew 351 at-

tendees at its 24th annual confer-

ence, which was held in Tucson,
Ariz., March 16-19.

Sessions focused on captive ba-
sics; claims settlement; the ac-
counting and tax implications of
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CAPTIVE INSURANCE COMPANIES ASSOCIAnON, INC.

certain reinsurance arrangements;
investment strategies; third-party
business; the impact catastrophes
have on shareholder value: the val-

ue of self-insuring vs. buying in-
surance; new captive ratings from
an insurer rating agency; onshore
and offshore regulatory dynamics;
proposed changes in the tax status
of captive premiums; the growth of
association captives; and reinsur-
anceoptions for captives.

Next year's conference will be
at the Hyatt Grand Champions
Resort in Indian Wells, Calif.,
March 15-18. For more informa-

tion, contact Judie Harrington, ex-
ecutive administrator for CICA, at
612-928-4655; fax: 612-929-1318.

ple, so you won't be getting pinch-hit-
ters all of the time," Mr. Molinaro
said.

That unit also would gather"corn-
plaints, suggestions and also hopeful-
ly kudos," he said.

Some other members of the panel,
though, had different ideas for poten-
tial new captive owners.

Kymn Astwood, Bermuda's top in-
surance regulator as registrar of com-
panies, welcomed additional competi-
tion, which he called the "best reme-
dy for complacency."

In making his sales pitch to poten-
tial new captive owners, he said
Bermuda offers them"one-stop shop-
ping." The island domicile's numerous
insurers and reinsurers can "enhance

captive programs," he said.
Captive tax expert attorney P.

Bruce Wright, a partner with
LeBoeuf, Lamb, Greene & MacRae,
added that establishing a captive off-
shore could be more tax efficient than

establishing an onshore captive. IZI
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Want tojfknow what' s ahead?

i

lenning is the key to any successful

 venture. Whether you're a corporate
executive-risk manager, employee
b enefits or health care manager-or

among the many service providers to our indus-
try-agent. broker, consultant, TPA, insurer or
reinsurer-knowing what lies ahead will influ-
ence the plans you make today.

So take a look at our line-up of issues. Our tar-
geted editorial spotlight reports, in-publication
directories and special demographic editions all
compliment the authoritative, in-depth news
reporting and editorial leadership our readers
and advertisers have come to rely on every week
for thirty years.

As a corpoiate executive, you can't afford to let
your subscription to BI to run out. As a service
provider, you can't afford to miss an important
mai'keting opportunity...to get your message
into the hands of corporate decision-makers.

Call us today.
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Systems decisions among most difficult
By David A. Tweedy

It must be remembered that there is nothing more
dificult to plan, more doubtfut of success, nor more
dangerous to manage than the creation of a new
system.

-Machiavelli, 1513

ROPHETIC WORDS FROM A MAN who neverhad to wrestle with such crucial issues as "Do I

invest in client server technology or wait until
there is an Internet-ready risk management
information system?"; "Should I outsource the RMIS
or bring it in-house?"; "Do I upgrade my RMIS now or
wait until my broker or insurer comes out with that
32-bit system later this year?"; "What impact will the
recent acquisition of broker X by broker Y have on my
broker X-provided information system?;" "Do I invest
in network computers or stick with PCs?"; "What
about data integrity?"

It seems Mr. Machiavelli was right on target.
Systems decisions these days are among the most

ethereal and fraught with risk. Seemingly wise
decisions made today can be rendered ineffectual at
best within months by forces outside the risk
manager's control. Therefore, the above questions-
and related ones-undoubtedly will occupy the
thoughts of many risk managers and MIS directors as
they visit the plethora of RMIS vendors and systems
during the Risk & Insurance Management Society
Inc.'s 35th annual conference and exhibition in

Atlanta.

One of the reasons for this difficulty is the constant
atmosphere of change. From my perspective, it is very
difficult to encapsulate in one column aLl of the
changes over the past year, not to mention those that
w>ill have the most significant impact over the next few
months. In fact, the recent "RMIS Review" I just
wrote-due to be released at the conference-already
is missing some of the latest organizational
developments: including the acquisition of Johnson &
Higgins by Marsh & McLennan Cos. Inc. (BI, March
24) and the mutual disbanding of InfoRisk, a joint
venture between Arkwright Insurance Co. and Effisoft
SARL. Interestingly, many of the changes and trends
are organizational and not just technical.

Because of the dynamic nature of the industry, my
purpose in this column is to best organize these
changes or trends from a proactive perspective: Which
are the most significant to the end user and provider?
The two major categories of change and trends are
organizational and technical.

Organizational

The most sensational changes have been here.
Industry contraction: During the past six months,

the RMIS industry has seen significant evidence of the
contraction I have been predicting. To wit, Aon Group
Inc.'s acquisition of Alexander & Alexander Services
Inc. and the other recent blockbuster: M&M's takeover

of J&H. Aon, of course, has one of the leading turnkey
or comprehensive risk management information
systems in Pyramid, whereas A&A has Anistics, one of
the oldest and most respected RMIS providers.

J&H has several system products, the most popular
of which is J&HStars, another comprehensive RMIS.
M&M since the mid-1980's has been without a system
product; instead it positioned itself as an RMIS
consulting firm. Now it has one of the most
comprehensive RMIS products in J&HStars and must
incorporate it within its consulting organization.

Obviously, these deals were made for larger reasons
than RMIS. Nevertheless, these important
departments within Aon and M&M must make some
difficult decisions in the months ahead to deal with

such issues as account consolidation, technical

Atmosphere of change adds
to difficulty in selection process

differences, staffing, strategic direction, client service
continuation, and the inevitable problems of some
clients "falling through the cracks" during this
transition process. Clients must be sure to proactively
work with the new vendor to ensure their problems
are not tabled until "transition problems" are
resolved.

Continued insurer growth in RMIS: Another
dominant theme, sure to be validated as one walks
about the exhibition hall, is the continued

development of RMIS systems and related services by
insurers. Liberty Mutual Group, American
International Group Inc., Kemper Insurance Cos.,
Chubb Corp., ITT Hartford Group Inc., Travelers
Corp., USF&G Corp., and Zurich Insurance Group all
have made significant investments in their client
systems. Many of these have re-engineered their
internal underwriting, administration and claims
systems as well. While most still "bundle" their system
services with the main underwriting and claims
products, many do allow for other data sources to be
input for a more complete snapshot of a client's risk
profile.

Strategic realignment and alliances: The rest of the
RIV[IS market also has been making moves. Many of
the smaller vendors continue to search for capital
infusion through strategic alliances w>ith insurers,
large brokers or other investors. Here are two
examples:

Envision Enterprises L.L.C./Near North Insurance
Agency: Envision possesses one of the best claims
administration RMIS available, but as a small vendor

Seemingly wise decisions made
today can be rendered ineffectual
at best within months by forces
outside the risk manager's control.

would be unable to make the necessary ongoing
investment to improve the product as well as service
its growing clientele. Near North Insurance Agency
investment in this vendor provides the necessary
capital as well as important input from a broker's
perspective.

Risk Laboratories Inc./Intelligent Systems: Risk
Labs, founded two years ago in Atlanta, provides one
of the most comprehensive risk management and
analysis systems available today. It was designed not
only for claims analysis, but also for exposure and
policy analysis from a risk manager's perspective. Yet
it needed the necessary capital infusion and system
design expertise Intelligent Systems provided.

Some other vendors are making different strategic
decisions.

Crawford RSG: Much has happened here in recent
months. The RSG subsidiary has been pulled closer to
the parent, Crawford & Co., and has made decisions
not to promote its standalone, client/server ParaRisk
claims administration system. While it will support
ParaRisk, it will focus its total risk management
orientation through Sigma for Windows and a new
product on the design board now. The changes have
caused some high-level personnel movement, and it
will be interesting to watch the new Crawford RSG
organization.

InfoRisk: InfoRisk was the new company created as
the result of a joint venture between Arkwright
Insurance and Effisoft SARL of Paris and London last

year. Arkwright clients could have access to their

engineering recommendations and property data
through InfoRisk as well as a well designed risk
management information system that focused on
policy and exposure, rather than the U.S. orientation
on claims. Recently, the joint venture was dissolved
amicably.

Technical

Technology is the one constant variable of change.
Everyone expects advancement, and it continues to be
true in the RMIS industry as well. As one walks about
the RIMS exhibition hall, the attendee will see
Windows-based, client/server, graphical user interface
products by the truckload. These system features are
now fairly industry standard, with some exceptions.

Secondly, the use of more object-oriented tools and
application languages, such as Visual Basic,
PowerBuilder, and powerful database languages, such
as SQL Server, Oracle and SyBase, have combined to
allow RMIS vendors to simultaneously increase ease of
use, flexibility and functionality.

But among the more interesting developments is the
continued interest in the development of
Internet/World Wide Web products. intranets,
expanded use of electronic data interchange, and links
to popular office software and internal systems.

A case in point is CIGNA Property & Casualty's
cooperative venture with Microsoft Corp. CIGNA's
Special Risk Facilities organization has created a new
pilot RMIS product utilizing Microsoft Office '97-the
leading integrated office software product offering
word processing, spreadsheets and presentation
software.

But Office '97 also has rich Web and ActiveX

technologies, Microsoft Internet Explorer 3.0, Office
doc hyperlinks, open data access interfaces and
integrated support for Visual Basic programming
technology across the suite of Office 97 applications.

The product is really designed as a decision support
tool for CIGNA risk consultants who conduct research

on the several available databases for their clients who

are looking for benchmarking and specific claims
analyses. The process begins by utilizing the internal
company intranet to request a client report, i.e.,
workers comp losses as a percent of payroll. The
request is processed in the data warehouse and fed to
the Excel component. Automatically, the system
places tables and graphs into PowerPoint and
produces a Microsoft Word document, ready to be
discussed with the client. In the future, CIGNA plans
to make the data available on a secure Internet site for

client access.

This is just one example. Many other vendors are
working on similar products and services to meet the
changing nature of the risk management industry. The
big question will be how these vendors maintain or
improve their client service records. The more services
and system functionality, the greater the complexity of
the hardware configuration, the greater the need for
exemplary service. This is especially true for those risk
managers with downsized departments and
outsourced functions who rely so much on their RMIS.

As we approach and pass 2000, risk managers will
face an ever-changing array of technology,
functionality and services offered by a constantly
evolving host of service providers.

I guess Machiavelli had it right after all. m

*$:1 David A. Tweedy is princi-
pat of Tweedy Risk Consulting
in South Kingstown, R.I. Mr.

Tweed'y's column on risk man-

agement information systems
appears quarterly.
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Reinsurers net premiums written, reported a Mr Selfer said writers alone having a little less some of the players within the bro-
103 2% combined ratio, compared There were fewer large reserve than a 101% ratio while the broker ker market begin to reduce or qui-
with a 110 1% combined ratio in charges among reinsurers in 1996 market reported a 107% combined etly shut down their opet ations As

Continued from page 2 1995 Those ratios include results compared with 1995, with the only ratio a result, you see the high-quality,
affirmed their commitment to for the Berkshire Hathaway major boost being Kemper Rein- The RAA report also can be bro- high-surplus companies grow "
American Re as an independent Group, which does not participate surance Co 's $300 million addition ken down by size of the reinsurers Mr Adimari said he expects the
subsidiary, with no co-manage- 17 the RAA survey Also, while the to reserves for asbestos and envi- The top five professional reinsurers trend to continue "Smaller, less
ment or joint management from merger will not officially be com- ronmental losses in the second included in the RAA report, which capitalized companies are going to
Germany," he said "Senior man- pleted until later this year, Bust- quarter, said Craig Elkind, associ- also are direct writers, "have a find it increasingly difficult to
agement has reaffirmed their com- ness Insurance has combined the ate director of Standaid & Poor's fairly stable situation in terms of compete" and, as a result, books of
mitment to the company for the 1996 and 1995 RAA numbers of Corp m New York rates," said Mr Smith Those in the business w111 shift to larger, better-
long term " American Re Corp and the Mumch By contrast, reserve charges in No 5 through 20 position are more capitalized companies as they in-

Looking to the overall reinsur- Re Group's U S operations 1995 included a $700 million capi- competitive But from No 25 on crease their participation on exist-
ance market, Mr Noonan said, "I The reinsurance industry experi- ing or new treaties
think the underlying adequacy of enced single-digit growth last year "I think there's a strong drive'
pricing in the industry will be di- The RAA group posted a 45% in- for mergers, said American Re's
minished this year " cz ease in net premiums written to '1 consider it the most competitive market rve Mr Noonan HoweveI, he added, "I

"Everyone talks about the soft- $18 95 billion, while the Top 20 seen in 15 years, and the reality is thal there are a don't know that consolidation will
ness of the market and for us in reinsurers alone increased their be on the same magnitude as over
1997, we continue to emphasize to premiums by just 3 1% to $16 58 lot of hungry reinsurers. They want a bigger piece the last couple of years "
our people that they should focus bilhon He noted that there are "com-

on bottom-line profitability and This compares with a 13% in- of the reinsurance pie,' says Dennis Zettervall. pletely different dynamics" in-
not worry about top-hne growth," crease in premium growth in 1995 volved when deals involve broker-

said Heidi Huttei, chairman, presi- for the RAA remsurers and a 14 6% market reinsurers as opposed to di-
dent and CEO of the Swiss Rein- Increase for the Top 20 that year rect reinsurers

surance America Corp "The reinsurance segment's tal infusion that Swiss Remsurance down, it is a "bloodbath," he said "We've already seen consolida-
"The outlook is probably sinular growth has fallen prey to heated America Corp received from ltS The larger broker-market play- tion on the direct writers' side

to what we just experienced in competition, rate softening within parent, the Swiss Re Group, to bol- ers, he said, are able to increase There may be more financial pres-
1996," including single-digit pre- the property sector and just the be- ster incurred-but-not-reported as- their share of reinsurance treaties sures for additional consolidation
nuum growth, said Gary Ransom glnnlng of dramatically softer rates bestos and environmental reserves, to 25% from 20%, thus squeezing on the broker side," predicted Con-
an analyst with Hai tford, Conn - on the casualty side that's now and a $347 4 million addition to re- out the smaller companies with less ning's Mr Ransom
based Conning & Co Reinsurance spilling over from the primary," serves by American Re Corp capacity that may previously have "I think the pressure's there" be-
conditions are driven by competi- said Eric Simpson, senioi vp at "It's pretty pure results this year, had that 5% share of the risk, he cause growth lS so sluggish and
tion in the primary market and by A M Best Co in Oldwick, N J and pretty appealing results at said there is pressure, particularly on
insurel s raising retentions and re- "The irony here is that some ob- that," said Mr Elkind, noting the These smaller players are "find- publicly traded companies," to
structumng programs to keep more servers were concerned that with 103 5% combined ratio is "pretty ing themselves pushed off the end build earmngs, said Mr Ransom
premium for themselves, he said the number of reinsurers exiting nice " of the table" and are "just having A M Best, which predicts the

"Nothing will change that much the business that competition John L Ward, CEO of the to beat each other over the head to number of remsurers w111 be cut by
in 1997," Mr Ransom predicted would wane If anything, competi- Cincinnati-based Ward Financial get business," said Mr Smith about a third by the year 2000, be-
"The combined ratios will proba- tion is Just heating up because the Group, agreed "I think there are a "The real drama lies behind the lieves merger and acquisition ac-
bly be stable, too " surviving reinsurers are pretty number of positive signals in their numbers, not with the numbers," tivity is particularly likely among

However, at least one observer formidable in terms of balance- results," he said "I think it was a said Dennis Zettervall, CEO of the smaller, "undifferentiated
sounded a cautionary note sheet strength and market pres- strong investment performance Hartford, Conn -based Hartford Re reinsurers "that are struggling to

If pricing and underwriting ence, so a lot of the peripheral with an assist from the stock mar- Co "I consider it the most compet- compete effectively," said Mr
continue to detenorate as indicat- players have been taken off the ket Underwriting results remained itive market I've seen in 15 years, Simpson
ed by the Jan 1 renewal period, playing field," said Mr Simpson strong Although we're seeing some and the reality is that there are a When you look at the reinsurance
then we've got to have worse re- "From what I hear, there's some downward pressure on reinsurance lot of hungry reinsurers They want companies ranked Nos 26-41, most
sults this year," said David Seifer, deterioration in underwriting and rates, I don't think that's necessar- a bigger piece of the reinsurance have single-digit returns on equity,
vp with Donaldson Lufkin & Jen- pricing at the reinsurance level in ily a problem signal I think they're pie "so it doesn't take much to figure
rette Securities Corp m New Yoik order to finance the increasingly doing a very good Job of selecting "Unfortunately, the pie is getting out there are some candidates out

"I would expect higher combined competitive" conditions at the pri- and pricing nsk " smaller, so this hits the second- and there who have to be thinking
ratios that could be accentuated if mary level, said DLJ's Mr Selfer Michael Smith, an analyst with third-tier reinsurers particularly about an exit strategy," said Mr
there are, in fact, catastrophic loss- "What is difficult to determine is Salomon Bros in New York, noted hard if you're competing on price Smith
es that actually impact reinsurers," to identify who among the reinsur- that excluding the reinsurance de- only," he said Someone earning a 3% return on
added Mr Selfer ers are the financiers of what has to partments of insurance companies, "There's clear movement toward equity ought to do better Investing

For 1996, the 49 reinsurers sur- be a losing proposition," he said professional reinsurers had a 7 7% consolidation within the market," 1n certificates of deposit "rather
veyed by the Reinsurance Assn of However, such companies as premium increase in the fourth said John N Adimari, vp-investor than trying to write reinsurance,"
America posted a 103 5% com- General Reinsurance Corp, quarter "I think there's a little bit relations for Greenwich, Conn - he added
bined ratio, compared with the Transatlantic Remsurance Co and of Increased demand coming into based NAC Re Corp "Some of it's More mergers will enable the
109 9% combined ratio reported by the Bermuda catastrophe reinsur- the market," he said very visible," such as with the surviving reinsurers to be better
a comparable group in 1995 (BI, ers "are all doing very well and Mr Smith also noted that the American Re/Munich Reinsurance service providers, said Mr Ward
Apr]1 1, 1996) seem to be walking around the professional reinsurers had a Co deal (BI, Aug 19,1996) "Some The trend "will largely be positive

The Top 20 reinsurers, based on near-term competitive problem," 103 8% combined ratio, wth direct is not as visible, where you see for buyers of remsurance " [al

Largest U.S. reinsurers' 1996 results
Ranked by net reinsurance premiums written All amounts in thousands of dollars.

Net Net

retnsurance reinsurance Policyholders Losses

premiums premiums surplus Net & loss Combined Combined
Reinsurers written wdtten (reinsurers income adjustment Loss Underwriting Expense ratio ratio

1996 1995 only) 1996 expenses ratio expenses ratio 1996 1995

1. General Re 3,080,995 2,964,374 5,326,632 759,591 2,143,310 68.8 915,765 29.7 98.5 99.0

2. American Re* 2,625,942 2,324,880 2,248,945 356,352 1,685,115 67.5 817,098 31.1 986 115.6

3. Employers Re 1,789,336 2,391,393 4,309,044 489,228 1,386,822 75.7 533,714 29.8 105.5 104.6

4 Transatiantic/Putnam 1,064,701 1,008,781 952,707 131,708 783,282 743 284,553 26.7 101 2 102.2

5. Everest Re 898,853 807,697 772,691 88,517 609,309 71.2 285,024 31.7 102.9 131.1

6. St. Paul Cos 760,624 713,474 N/A N/A 553,316 752 228,894 30.1 1053 99.1

7. Zurich Re Centre 729,278 602,269 690,099 17,754 485,784 71.0 238,136 32.7 103.6 106.5

8 Berkshire Hathaway 715,500 770,000 N/A N/A 572,900 75.6 192,400 25.4 101.0 102.9

9. Swiss Re America 693,613 869,105 1,118,349 191,874 498,051 67.0 255,920 36.9 103.9 193.9

10 Hartford Re Co 570,612 483,639 N/A N/A 398,396 75.3 152,829 26 8 102 1 104.3

11. TIG Re Co. 547,948 510,718 515,143 96,397 386,363 72.3 165,759 30.3 1026 103.6

12 Kemper Re 534,714 441,833 512,036 (228,257) 688,510 135.5 155,080 29.0 1645 106.6

13. Constitution Re 531,352 558,610 354,438 39,805 393,323 73.4 161,547 30.4 103.8 102.6

14. NAC Re 521,876 476,048 663,867 59,826 303,284 63.7 195,370 37.4 101.1 103 1

15. F&G Re 493,817 506,818 N/A N/A 303,556 63.9 130,131 26.4 90.3 92.3

16. SCOR U S Group 477,438 256,656 396,677 333 224,855 67.7 159,499 33.4 101.1 1031

17. Underwriters Re 334,989 275,728 613,807 24,395 235,225 72.3 100,462 30.0 102.3 103.4

18 Signet Star Re 264,355 217,018 257,641 10,531 177,229 739 78,191 296 1035 104.1

19. Winterthur Re 226,969 204,588 261,483 29,163 157,287 70.4 76,950 33.9 104.3 103.1

20. Trenwick American Re,ns. Corp. 226,364 197,162 286,284 29,555 129,316 61.3 77,841 344 957 956

Totals for Top 20 17,089,276 16,580,791 19,279,843 2,096,772 12,115,233 72.7 5,205,163 30.5 103.2 110.1

Total for all companies 18,947,181 18,127,264 23,671,940 2,448,273 13,428,193 72.7 5,831,443 30.8 103.5 109.9

* 8/estimate including business of Munich American Relnsurance Co , Source Reinsurance Assn of Amenca and Business insurance



Global Briefs

Insurance education institu-

tions around the world are Great-

ing the Institute for Global In-
surance Education to coordinate

educational programs they offer
in risk management and insur-
ance, especially in developing
countries. Founding members
are the Insurance Institute of

America, Britain's Chartered In-
surance Institute and the Insur-

ance Institute of Canada. Affili-

ate members include insurance

institutes in Australia, New
Zealand, South Africa and
Brazil. J. Chris Rhind, chief exec-
utive officer of the Insurance In-

stitute of Canada, will be chair-
man of the new educational fa-

cility... .London broker Steel
Burrill Jones Ltd. has recruited

two brokers from Aon Group
Inc.'s recently acquired U.K.
subsidiary, rival Bain Hogg
Group. Stephen Bottley, who
had been at Bain Hogg for the
past 14 years, will become man-
aging director of SBJ's new auto-
motive division. Penny Shurmur,
also from Bain Hogg, will join
him as an assistant director.

Meanwhile, SBJ announced a
61% decline in pretax profits to
£2.21 million ($3.6 million) in
1996. The sharp drop was at-
tributed to its London market

operations, which were hurt by
the contraction of SBJ's non-ma-

line reinsurance activities in

1995 and the competitive condi-
tions of 1996. Revenues fell 8%

to £39.9 million ($64.6 million).
SBJ Chairman Clive Richards
warned that the environment for
brokers remains "hostile" in

1997, with insurance rates con-

tinuing to decline in most mar-
kets. . . .The Archer Group, an
underwriting agency group, has
appointed Stephen Wenman
chief executive. Mr. Wenman

previously was chairman of Spe-
cial Risk Services, an interna-
tional financial risk broker. He

replaces Brian Kellett, who re-
mains chairman... .Swim Ren-

shaw, the Huddersfield, Eng-
land-based retail brokerage unit
of Lloyd's broker and financial
services group, Swire Blanch
Ltd., is acquiring commercial in-
surance broker Charles Stanley
& Co., based in Halifax, Eng-
land. .. .Iloyd's of I,ondon mem-
bers agent Kiln Cotesworth
Members Agency Ltd. has ac-
quired the business of Stewart
Members Agency from its parent
Stewart Underwriting P.L.C.. It
will be merged to form Kiln
Cotesworth Stewart Ltd. and

will become the third-largest
members agent in I+loyd's. -.The
Insurance Brokers Registration
Council of Britain is proposing a
requirement that brokers, possi-
bly even those doing business at
Lloyd's of London, establish
trust accounts for clients' money.
It says the trust accounts it is
proposing would be more secure
than the existing segregated
client accounts, as well as less
bureaucratic and cheaper to op-
erate... .James F. Dougherty, a
Miami lawyer found guilty of
overcharging syndicates at
Lloyd's, has been sentenced to
six and half years in prison and
ordered to return $1 million to

the syndicates. The syndicates
had paid him $9.1 million to
fight a disputed $6 million claim
from Jordanian coffee trader

Munther Bilbeisi (BI, Dec. 23/30,
1996).
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Casinos refuse to gamble on fire safety
BV KATE TILLEY

and MATTHEW MacDERMOTT

BRISBANE, Australia-Manage-
ment at a pair of Australia casinos
doesn't leave fire safety up to chance.

Attention to basics and communi-

eating safety programs to employees
are the keys to safety for both com-
plexes.

Fire safety procedures, equipment,
testing, maintenance, housekeeping,
continuous monitoring, input from
many sources and communication are
among the methods the Conrad Inter-
national Hotels chain uses to maintain

safety in its two casinos in Queens-
land, Australia.

As a result, its insurer has awarded
the casinos its highest possible fire
safety rating. The hotel-casino com-
plexes are Conrad Jupiters on the
Gold Coast and the Conrad Interna-

tional Treasury Casino in Brisbane.
While other hotels-and build-

ings-have achieved the AAA rating
from CIGNA International, the Con-
rad complexes are the only hotel-casi-
no complexes in the world to achieve
the rating. CIGNA does not insure all
Conrad complexes globally but says it
insures many hotels and casinos.

The Conrad Jupiters and Conrad
Treasury complexes are insured with
Sydney-based CIGNA Insurance Asia
Pacific Pty. Ltd., a unit of CIGNA In-
ternational that actually made the
award. Coverage is provided for prop-
erty, liability and business interrup-
tion losses.

Beverly Hills, Calif.-based Conrad
International Hotels operates hotels
and casinos in eight countries.

Bob Anderson, CIGNA's Sydney-
based director, Pacific region risk
management engineering services,
said the two complexes had to achieve
the top rating on 21 criteria to be eli-
gible for CIGNA's AAA award.
CIGNA's AAA rating criteria includes
documentation of fire safety proce-
dures, maintenance of equipment,
training, smoking controls, house-
keeping standards, regular inspec-
tions, water supplies, security, and
contingency planning.

Alexander & Alexander Inc. is bro-

ker for both complexes.

Bill O'Brien, chief engineer at Bris-
bane's Conrad Treasury, said meeting
the sophisticated fire policies, proce-
dures and training requirements for
the AAA standard was very demand-
ing.

The Conrad Treasury opened in De-
cember 1995; documentation of fire

safety systems started seven months
earlier.

Both the Conrad Jupiters and Con-
rad Treasury complexes have operat-
ed under generic fire safety systems,
developed for Conrad's worldwide
operations, since their openings in
1986 and 1995, respectively.

Both complexes employed the fire
division of Brisbane-based consulting
engineers Lincolne Scott Australia
Pty. Ltd. for advice on the best fire
equipment available in Australia and
how to adapt it to meet each build-

IATA agreement
raises rating issues

By EDWIN UNSWORTH

LONDON-Aviation insurers are

warning airlines that the size of pas-
senger liability claims could surge by
as much as 20% a year when mem-
bers of the International Air Trans-

port Assn. remove liability limitations
on international flights.

Even as exposures are
growing, aviation rates
are already at
'unsustainable' levels,
says Barry Wilkes.

The IATA earlier this year cleared
the last of the major obstacles to

widespread adoption of its Intercarri-
er Agreement on Passenger Liability
Limits, which waives airlines' per
passenger liability limits for interna-
tional flights (BI, Jan. 20).

Barry Wilkes, chairman of the Avi-
ation Insurance Offices' Assn., which

represents international aviation in-
surers operating in London, said that
increased claims from the removal of

liability limits could total about $200
million to $300 million annually as a
result of the new agreement. The
IATA pact is expected to come into ef-
feet this week and will be retroactive
to mid-November 1996.

Mr. Wilkes said the agreement will
create added exposures for insurers,
which are "currently assessing the
coverage and rating implications" of
the IATA agreement.

With unlimited liability already the
norm for U.S. domestic flights, Mr.
Wilkes said he expects most of the in-
creased claims to come from passen-
gers on international travelin Europe

and parts of the Far East. That is be-
cause these are areas with higher
standards of living and also have ma-
jor airlines that have accepted the
IATA pact on unlimited liability.

At the same time the exposure will
grow, Mr. Wilkes said that current
aviation rates are already at "unsus-
tainable" levels.

Rates weakened generally
throughout 1996, but the pace of de-
cline accelerated particularly in the
last quarter, when the majority of ma-
jor airlines traditionally renew their
cover, he said on the eve of the AIOA's
annual meeting.

Commenting on the outlook for avi-
ation insurance pricing, Mr. Wilkes
said that the test for whether rates

firm up will be the April l renewals,
though he conceded "the market re-
mains extremely soft, clogged by sur-
plus capacity worldwide."

Other classes of aviation insur-

ance-major manufacturers' hull
policies, product and airport liability
insurance and general aviation-also
have followed a downward trend in

rates, he said.
Mr. Wilkes attributed the market's

pricing weakness to better-than-aver-
age loss statistics for 1995, the contin-
uing high level of excess capacity and
the fact that the world's airlines saw

their profits on international sched-
uled routes drop last year.

The AIOA estimates that the cost of

major losses for Western-built jet air-
craft was $477 million in 1996. Al-
though this was up from an excep-
tionally low total of $418 million in
1995, it still was one of the lowest fig-
ures of the past decade, mainly be-
cause a large proportion of 1996 loss-
es were of older, lower-value aircraft.

Passenger fatalities last year arising
from 11 accidents involving Western-
built jets were the highest since 1985,
at 1,306 against 383 in 1995.

ing's needs.
Each casino's fire system includes

hundreds of smoke detectors, fire sen-
sors, alarms, sprinklers, intercoms
and wall control panels. Casino engi-
neers regularly maintain,
test and evaluate the equlp
ment's performance

O'Brien said that

while advanced fire detec

tion and control systems
were an important part of
achieving the AAA rating,
good housekeepmg and
mamtenance contributed

greatly to the rating

Basics, such as cleanliness and en-
suring there are no obstructions at fire
exits, may seem obvious but are
fundamental to effective fire safety

See Casino on page 19

The Conrad Jupiters
(above) and Treasury
Casino use technology
and basic risk manage-
m t to prevent fires.

AXA, UAP report mixed
'96 results before merger

By STACY SHAPIRO

PARIS-AXA-UAP, which will
merge later this year, last week re-
ported dramatically different results
for 1996.

AXA S.A. announced a 39 5% in-

crease in its net income at year end
1996 to 3.8 billion francs ($666.9
million). However, UAP reported a
loss of 6.4 billion francs ($1.12 bil-
lion) after exceptional items totaling
7.6 billion francs ($1.33 billion).

The results of the two companies
that form AXA-IJAP were an-

nounced separately, as AXA and
UAP Group do not merge formally
until May. They announced the

I merger last November and have said
the company worldwide simply will
be called AXA (BI, Nov. 18, 1996).

UAP's exceptional items, which
the company says result directly
from the merger, include 3.7 billion
francs ($649.4 million) for the re-
evaluation of some assets and liabil-

ities in the life and property/casual-

ty insurance business in France and
Italy and within its subsidiary
Banque Worms.

The exceptionalitems also include
800 million francs ($140.4 million)
for costs in its real estate companies
and 1.8 billion francs ($315.9 mil-
lion) for the waiver of deferred tax
Cmdits against past losses.

Meanwhile, AXA's results include
those of New York-based life insur-

er Equitable Group, whose net in-
come dropped dramatically to 143
million francs ($25.1 million) last
year from 497 million francs ($87.2
million) in 1995. This decrease, ac-
cording to AXA, was the result of 
two exceptional items: the strength-
ening of reserves for disability insur-
ance by 1.1 billion francs ($193.1
million) and the implementation of
new U.S. accounting rules which re-
sulted in a charge totaling 560 mil-
lion francs ($98.3 million).

AXA-UAP together had revenues
last year totaling 340 billion francs
($59.67 binion).

Lloyd's to revive
E&0 requirement

By EDWIN UNSWORTH

LONDON-Lloyd's of London is
planning to reintroduce compulsory
errors and omissions protection for
agents and advisers in the market.

Lloyd's currently is exploring sev-
eral proposals for financing the ex-
posure, including various ijnsurance
options, and hopes to have an E&0
program in force by the start of 1998.

Lloyd's suspended mandatory
E&0 coverage earlier this decade af-

ter E&0 underwriters withdrew

from the market due to mounting lit-
igation against Lloyd's agents.

Lloyd's earlier this month began
canvassing market participants for
their views on its proposals.

Lloyd's noted that both its own
underwriters and those in the com-

pany market are showing renewed
willingness to underwrite a form of
clerical E&0 coverage-which
would cover errors in policy word-

See E&0 on page 20
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Investors looking to purchase a small TPA Strong multi disciplined, nationwide, PRODUCER US HEALTIER-[IE[ZZ - REQUEST FOR PROPOSAL Insumnce
in the Southeastern US Please contact Case Management firm Interested in a

Regional broker seeks producer with book GROUP DENTAL PLANS
Lawrence R Diamond, Esq possible Jo rt Venture arrangement with of business Central and Eastern PA pre- A newly Michigan Domded Carrier is s„king to -
1800 2nd Street, Suite 777 The University of California ts accepting Circulation Breakdowna TPA and/or ASO firm Please contact hite an expenenced mviduol to manage and

Sarasota, Florida 34236 (908) 688-1 00 for inquiries and discussion ferred Covenant not a problem Respond bids for its indemnity and prepaid dental
E-H&[), Box 83080, Lancaster, PA 17608 p. * Unle, nt, pogim 1,u,t,i 10 Commercial Consumers

plans covering a total of approximately(941) 954 8555 years experience m the Insurance Indust,y with 120,000 employees and annuitants Em-
a backpound m Regdotory Com,}liance anti ployees are located at 9 campuses, 2 labo-

Administrative:

[1(Eam) , P,TiyilIiFEil ATTORNEY BusmessOevelopment Niepetionseleded will be ratories, and various other smaller sites CEO's, Presidents, and Owners, 2200

Large firm with majorinsurarce and rein- responsitle foreuoblishingthelong termbusmess throughout California, at one major New ViCe Praidents, Genetal Managers and
surance practice seeks insurance regulato- plan, obtlining finanaol ratings, and maintaining j Mexico laboratory site and at smaller sites Other Administmtive Pemonnel 5,129
ry/coroorate attorney with minimum of 2 complion'e We will strongly consider an attorney  throughout the United States Companies

TOP PRODUCERS FROM THE LETTER FIRMS years experience Property & casualty oraduatrfeekingatlentrepreneurialapportunit, may bid on either the indemnity plan or Financial:
ARE CALLING KAYE INSURANCE,

background required, reinsurance and life Please ,end cover le#,1 and resume lo the prepaid plan, or on both plans In- Chief financial Officers and Vice Presidentsdes,raole demnity plan bids must be made on bothAttn: Personnel Of finance 3,166
FIND OUT WHY YOU SHOULD TOO! Please send resume aid cover letter to

P.O. Box 4545 a conventionally insured basis and ASO
Business Insurance, Box 3036,7£0 North basis, and must provide worldwide cover Secretanes, Treasurers, controllers and

Rush Street, Chicago, IL 60611-2590 Troy, MI 48099-4545 age Prepaid plan bids must be made on a other fillanclal Personnel 2,973
Are Vou tlma ol consolltlations and downsizing? conventionally insured basis and provide

coverage throughout California RisWEmployee Benefits:Falling further and lunher down in the locking 0,{le,7
H the answer Is yes. consider the following: DIRECTORIMANAGER 01 CLAIMS Companies must meet certain minimum Vice Presldents, Directors, Managers, and other

RISK MANAGEMENT pre-qualifying criteria in order to submit a related department personnel of insurance, nsk,
Kaye Insurance Associates, a growing, top 20 US Broker with offices in New York proposal The following is a list of key cri- employee benefits, personnet compenmon,Moioi Midwestem Tionspottobon Company #shes to International commercial real estate bro- tena, however, other criteria listed m theCity, Los Angeles, Southpott, CT and Warwick RI ds seeking successful, employ o Director/Manager of Chims Thi, position kerage and property management firm RFPwillneed to be met as well pension, safety, secunly, industnal relations,

entrepreneurial, property and casualty p oducers N you fit this descnption, require, o minimum of 10 years expenerce, nduding located In north suburban Chicago seeks human resources and employeel
have a book of business and are currently with a large regional or national broker superwsion, dimdion and monalement of ] dems stof two risk management professionals • The University account will not represent labor relatons 17,043

anywhere in the US, we want to talk to you more than 25% of the organization's(IM Co, TPA QI htemal) emptosumg bkirgliability Risk Manager overall book of business *
daims (dege degree mquited An advance de-tee des you should have 5 to 7 years experience m Sub-total 30,511

With Kaye, you will be able to offer your clients the market clout and nsk Ignattor o plus (] D , IP[U, ARM) Relocallon b corpo coordinating activities relating to proper- • Have been in existence as an organiza- Associations 290
management services they want Not only 'Nill you have the access to top fote heodquoffers ond modefote tmvel tequ 13d This ty and casualty insurance, claim submis- tion for five or more years Government, Unions and

management and the quick decisions you need, you will have the individual must beaggressive, with Strong adyhcol, sion and management, risk analysts, poll- • Have multi-year history (greater than Educational Insmubons 946independence you desire orgonizitionol, negotating, und interpelford skills cy renewal maintenance, Insurance com- three years) with an account with enroll-
Excelentsolory and benefltpockage The emp'overis pltance analysts, loss control and preven ment of at least 25% of the size of the Commercial Consumers

Be a part of a growing company with over 45 years of serving clients successfully oil equal opportunity employer and U2 Enployer tion and contract review College degree, University enrollment * Sub-total 31,747Be a part of a nattonally recognized brokerage fimi nhere you count M/F/D,4 excellent communication and writing •AM Best rating of at least "A" (for cat
Come grow your business with Kaye skills and advanced knowledge of Word egory size 7 or greater) or Standard & Insurance Agents and Brokers 8,588Ad iesume ond solop, raqwmmenti m

and Excel required Poor's "AA" Insumnce Companies 1,321
NAS Re*Seivie

Dept 1061 Assistant Risk Manager • Have approved group dental policies In Accountants, Actuanes,
You mil s.pport the risk manager in all California Attorneys & Cofisultams 2,83135 Eost Wadet Dnve

0,4, IL 6001 aspects of our corporate insurance pro- * This standard may be applied separately Adjusters, Appraisers, TPA's, Capbve Managers
Want to find out more? Call Jeff Rubin, Sr Vice President gram Must have excellent administrative, to the Indemnity and prepald dental & Health Care Providers 1,624

- communication and writing skills and be products Assume projected enrollment Others Whed to the Field 966 I1-800-456-KAYE, Ext. 2272 or in N.Y. 212-338-2272 well organized Advanced knowledge of up to 15,000 for the prepald dental plan
Fax. 212-661-3690 For a 1997 Word and Excel required Type 65 wprn Cornpanies that can provide proof they Total Qualified 53,083

Executive Offices 122 East 42nd Street, New Pork NY 10168 Classified Rate Card Please send your resume, cover letter, and meet the above requirements as of 4/7/97 Non-qualified 9
position applying for to Business Insur- and who provide a copy of their most re- Single Copy Sales 16Call: (312) 649-5346 ance, Box 3035,740 North Rush Street, cent audited financial report may be

INSURANCE Chicago, IL 60611 mailed a copy of the RFP by contacting TOTAL CIRCULAnON 53,108
Ms Laurie Himelstein

* Source Business/Occupatonal[@1i!111ID II@1[MEal//ID William M Mercer, Incorporated
(408) 291 6380 bmkdown of qualmed amulatton,

Eligible bidders must submit proposals by November 25,1996 Issue, as
500 pm, May 5,1997 (PST) Commission submmed to BPAlot Deemkr1996

OF or services fees of any kind will not be BPA Publishefs Statement
payable by the University

Hertz Claim Management, a nationwide Third
mmAND

I i Party Administrator, ts seeking a qualified indi- LAEIVIS
I vidual to be our National Account Manager
i based out of our Park Ridge, New Jersey Looking for

Corporate Headquarters CONSIDER CINERGY! 23

ATI
Reporting to the Vice President of Sales & Risk
Management, you will be responsible for the fol- Clnergy ts positioning itself as an innovator In the energy ser- a candidate G
lowing vices industry Our management team ts viewed by Wall Street as

one of the most aggressive, innovative and creative In the electric• Interfacing with clients, our operations group utility industry We re putting together the best team In the bust-
and the Management Information group

ness to meet immediate demands and build the proper Infrastruc-• Developing customer relationships and loyalty ture to support our aggressive growth To prepare for rapid change to fill the job?• Attending new client setup meetings and in our industry, we've crea'ed some exciting opportunities We
wnte specific client handling agreements currently offer a career opportunity for a Manager of Insurance

• Attending client/broker audits and Claims for our Cincinnati Ohio corporate offices
• Assisting the Sales Department in obtaining

new clients The successful candidate will manage and direct the corporate
The most talentedproperty and liability insurance program and provide general su-

We are seeking an individual who is a self- pervision over the administration of liability claims and fire pro- men and women in the
starter and who can work independently. tection activities This manager will utilize creativity to design and
Travel ts required, but is mostly limited to the implement methods to reduce, eliminate or transfer potential insurance Industry know
Metropolitan New York, New Jersey area loss/risk 03920000 00613901where to turn when they

A Bachelofs degree supplemented by ten years of experience in
We offer a competitive salary and benefits Risk Management or Insurance is required CPCU or ARM is a want to make their moves.
package Please send your resume, which plus Effective written and oral communication skills are a must
MUST include salary requirements, to·

In return, we offer outstanding benefits with an employee incentive
program and competitive salary, commensurate with experience Business Insurance

Herliz
Qualified individuals may submit their resume and salary history, Classifieds assure

ClaimManagement mentioning "Manager, Insurarce and Claims #0126," electronically
to resumes@clnergy.corn or mall to Cinergy Corp., Staffing top quality results!
Services, 1000 East Main Street, Plainfield, IN 46168 (no later

Dept WG than April 18th, 1997).
225 Brae Boulevard

Park Ridge, New Jersey 07656 Call Cheryl Adeszko at
An Equal Opportunity Employer

Responses will ONLY be mads to qualified applicants CINERGY 312-649-5340

who supply the requested salary nfcrmation for advertising details.
An Equal Opportunity Employer M/F/D/V

44.
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Professional Marketplace Casino ment of basic "housekeeping" stan- 21 criteria in the AAA rating
dards for the Conrad Treasury com- Both casinos also regularly assess
plex The standards are outlined in their flre safety systems

Contmued >om page 17 staff handbooks so all employees Mr Porter said Conrad Jupiters
management, he said "You must are aware of them

HELP WANTED
englneers are constantly conducting

HELP WANTED ensure that all areas are being used Mr O'Brien and Mr Porter Internal audits to prepare compara-
as Intended," he said agreed the success of basic fire safe- tive data for all safety areas

Allan Porter, chief engineer at ty systems is dependent on effective Mr O'Bnen said Conrad Treasury
UNITED STATES BANKRUPTCY COURT Conrad Jupiter's on the Gold Coast, Internal communication engineers Inspect fire safety systems

SOUTHERN DISTRICT OF NEW YORK agreed that attention to basic de- Mr Porter said Conrad Jupiters' three times a week

IN THE PETITION OF ANTHONY JAMES MCMAHON AND tails is just as important as sophisti- 48 engineers are responsible for Inspection data is filed and com-

PHIUP WEDGWOOD WALLACE, AS JOINT PROVISIONAL
cated fire systems "It is a bit like monitoring and evaluating the per- pared over diferent periods to iden-

LIQUIDATORS OF ANGLO AMERICAN INSURANCE COMPANY UMITED
running an airplane, you have to formance of fire safety equipment, tify potential problem areas
make sure the exits are clear and while the complex's 95 security Mr O'Bnen said one of the hard-

Case No. 97-841556 (PCB) people know where they are," he staffers are responsible for evaluat- est parts of achieving and maintain-
NOTICE IS HEREBY GIVEN that on March 19, 1997 an order was antered by the said ing the basic flre safety standards ing the AAA ratmg at Conrad Trea-

United States Bank,upky Court tor the Southem distict of New York (the "Bankruptcy Court") in connection with the He said it is also crucial that any daily sury is ensunng all fire safety pro-
case filed with respect to Anglo American Insufance Company Limited (the "Company") pursuant to section 304 of the modifications to the building, such He said reports of lapsed stan- cedures are consistent with the
Bankruptcy Code (the "Ordef') as new doors, are integrated into the dards or potential problem areas building's heritage requirements

1 Enimning all persons and entities trom (a) transletring, mlmquishing or disposing fire safety system are communicated to casino man- "There is a protocol that we have to
01 any properly of the Company m the United States,* or the proceeds olsuch properly, to third patties, (b) commenc- Mr O'Brien and Mr Porter agement through regular depart- follow," he noted
Ing or continuing any action or other legal proceeding (including. without limitation, arbitration or any judicial, quasi- agreed the biggest fire safety chal- mental and workplace health and The Conrad Treasury complex
ludicial, administrative or regulatoty action, proceeding oF pro-cess whatsoever and any discovely m connection there- lenge facing casino/hotel operations safety meetings Recent breaches or was converted from a former
with) against the Company, or any ol its representatives or agents, including ful-oll agents, or any 01 their propefty In is the large number of people pass- new changes to the standards are Queensland Government Treasury
the United States, or any pmfeeds thereof, (c) enloming any judicial, quasi-judicial, administfative or regulatory judo- ing through the buildings "We can communicated to all staff through Department building, and is her-
ment, assessment or order or arbitration award, and commencing or continuing any act or action or other legal pm- have up to 8,000 people in the com- e-mail and staff notice boards itage-listed The Queensland De-
Ce8(ling (including, without limitation, arbillation, orany judicial, quasi-ludicial, administrative or regulatory action,
pmoeeding or pecess whatsoever) to cfeate, perfect or enforce any lien, setoll or other claim against the Company, or

plex at anyone time," Mr Porter Mr O'Bnen said there is continu- partment of Environment and Her-

any of Ils representallves or agents, including fun-oflagents, or any of their properly in the United States, or any pm-
said al communication, including meet- itage decides what buildings will be

ceeds thereof, including, without limitation, nghts under reinsumnce or retrocession contracts, and (d) drawing down And guests are enlisted to help ings, memos and e-mails, among so hsted based on histoncal sigmh-

any letter ol credit established by, on behalf or at the request 01, the Company, or withdrawirg from, setting off with safety All Conrad Jupiters' Conrad Treasury's departrnental cance Once listed, and after any
against, or othermse applying properly that is Ihe subject of any escrow agreement or similar guests are encouraged to report heads to ensure safety standards are owner or tenant appeals, the de-
aangement In which the Company has aninterest, in excess of amounts expressly authorized bythe terms of the con- anything out of the ordinary No- being addressed He said various partment sets rules for the use of the
lectandany related trustorotheragreement pufsuant to which suchletterolctedit, escrow, ors,milarairangement tices telling guests whom to contact departments could unknowingly vi- building
has been established, except, howevef. no drawing against any letter of credit shall be made inconnedion with any to report things they see are posted olate safety standards For example, One condition under which Con-
commutation unless theamount has beenagreed In writing with the Petttioners orpermitted by lufther Order orthe „If a customer says they smell some- a marketing department could place rad is able to use the 111-year-old
Court, thmg, you have to check it out " promotional signage in front of or building for a casino is that the

2 Requinng all persons andentities thatarebeneticianesolletters of credit established by, on behalf Mr O'Bnen said the large number too close to an exit Mr O'Bnen said sandstone facade and much of the
or at therequestol, the Company or partiestoany escrow or similarairangement mwhich the Company hasan intet- of people who visit casinos often such incidents are rare and that the origmal interior cannot be altered
est, are required to Ca) provide notme to the Petitioners' United States counsel of any drawdown on any letter Of Cfe(lit creates crowd problems, particular- focus is on preventing potential All modihcations and general mam-
established by, on behalf oral the request Of, the Company, or any withdrawal from, setoll against or other application ly around popular gaming tables breaches before they occur tenance also require approvals from
of properly thatis the subject ofany escrow agreement or similararrangement m which the Comoany has an interest, and machines But Conrad Jupiters' Conrad Treasury's 40 engineers the Queensland Government's De-
together with Information sumcient to permit the Petitioners to assess the propnety ol such diawdown, withdrawal,

secunty staff continually monitors and 120 security staff constantly partment of Environment and Her-setoll or other application, Including, without limitahon, the date and amount of such drawdown, withdrawal, setoil or
other application and a copy ol any agreement pursuant to which such drawdown, withdrawal, se'ot or other applica- crowd levels to ensure they do not monitor implementation of general itage

lion was made and provide such notice and other inlormation contemponneously therewith, and (b) tum ovm and create safety risks safety standards Mr O'Brien said because the

account to the Pelitionee lot all funds resulting from such drawdown, withdrawal, setoll, or other application m excess Mr O'Brien and Mr Porter said Regular staff meetings mform all building once was used for govern-
ol amounts expressly authorized by the terms of the contract, any related trust or other agreement pulsuant to which standards for basic fire safety and staff of recent breaches or changes ment offices, it has more small
such letter of credit, escrow or similar arrangement has been established, "housekeeping," such as general to standards to ensure "everyone is rooms than in modern, purpose-

3 Requinng thatevely personand entity that lasaclaim aga,nst the Company arm,ng under a contract tidiness and clearing doorways, toeing the line," Mr O'Brien said built casinos

01 insurance, reinsutance, retrocession or otherwise, wntten or entered into by the Company and that is a party to any were developed from input from all "We have to make sure everyone Small rooms create additional fire

action or other legal pmweding (including, without limitation, arbitration, of any judicial, quasliudmial, administrative staff departments is aware of how their actions can risks, but fire evacuation proce-
or regulatory action, pmceeding or pfocess whatsoever) in which the Company is or was named as a pafty, or as a The standards "are not just some- impact on safety dures have been modified to ensure

result of which a hability 01 the Company may be established, is required to placethehtmonets'United Statescounsel thing I wnte," Mr Porter said CIGNA staff audits the Conrad special attention is paid to clearing
on the master service list olany such action or other legal proceeding and to take such other steps as may beneces- "

There is continual Input " Jupiters and Conrad Treasury com- all rooms The small rooms are used
sary to ensure that such counsel receives (a) copies of any and all documents se, ved by the games to such action of Mr O'Brlen said all departmental plexes three to four times a year for gamblmg, especially high-stakes
other legal proceeding or issued by the coufl arbittator, administratot, regulator or similar ollicial having junsdiction heads were Involved in the develop- CIGNA provides a full report on all game, and functions lai
over such action of legal proceeding, and (b) any and all correspondence, or other documenls circulated to parties
named in the master service list, and

4 Prowding that, with mped toany action, albillationorother proceeding thatmaybecommenced or
become known to the Petitioners In the future, or the entitlement or alleged entitlement of any beneficialy ol any letter
of Credit established by, on behalf or at the request of, the Company, or ol a party to any escmw agreement or similar Services Guide
arrangement m which the Company has an interest that ts identified by the Petitioners m the luture (each a "Subse-
quent Claim')

(a) when informed of a Subsequent Claim, counsel for the Petitioners shall se,ve upon the holder ol
such cla,m a copy 01 the Summons and Petition, and the most recent Injundlon order entered b/ the Court,

(b) the holder ola Subsequent Claim will have twenty (20) days Imm service of the Summons m which FOR 1997 SERVICES GUIDE I CPCU and IIA
candidates

to submit a motion or answer to the Petition, and ARE YOU ADVERTISING INFORMATION I I guarantee you will learn more,n less time with

(c) on such notice to counsel lor the Petitioners as the Court may mquire, the hold-
er ola Subsequent Claim may hle a motion seeking an order of the Court vacaling or modilying the Injunction entered

CALL 312-649-5340

READY FOR .
The Burnham System - or your money back

Ray Burnham CPCU CLU ARM
19 Everett Street Southbndge MA 01550

In this proceeding with respect to such Subsequent Claim Such request shall be the subted matter ola heming as Call 1-800-GET-CPCU Now'
scheduled by the Court Otherwise, the holder of a Subsequent Claim may Itle obiections and le heard by the Court In
accordance with the terms of any order olthe Court providing for a hearing m the future on the relief sought by the
Padlofters In this proceeding RIMS?

The Order shall remam m ellect Bending a heanng scheduled to be held on May 13,1997 al 2 30 p m
before the Honorable Prudence Catter Beatty, United States Bankruptcy Judge, m Room 617 of the Alexander Hamilton
Custom House, One Bowling Green, New York, New York Any pafty-In-interest that has not received a copy ofthe UMBRELLA/EXCESS LIABILITY
Ption and Suppomng Papers and/or the Order should contact counsel lor the Joint Provisioial Liquidators m writing The April 14
at the address below

CHADBOUREN & PARKE UP
issue of
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INTERNATIONAL

Olin 1lth Circuit reversed Judge Hand's affairs in the Alliance of American

E&0
decision, Superfund reform advo- Insurers' Washmgton office, said

the fund cates were neither surpnsed nor par- "Basically, this decision simply em-
• A two-tiered program, in Continued from page 2 ticularly discouraged about its lin- phasizes the need for congressional

which policyholders would fund a tion at the Mcintosh, Ala, site did not pact on current congressional efforts reform of the Superfund statute WeContinued *om page 17 primary layer of coverage through cross state hnes and so was beyond to reform the pollution law are disappointed that the 1lth Circuit
ings-that would cover some of some mechanism above which ex- the scope of the commerce clause "It might have had some impact if Court of Appeals did not agree withthe risk cess insurance would respond The 11th Circuit disagreed on both the case had gone the other way It the tnal court's decision We respect-

"There are signs of more com- This could result in reduced in- counts hasn't changed the playing field at fully disagree with their analysis
prehensive cover becoming avail- surance costs because the corn- "Because the legislative history of all," said John Arlington, senior It is going to energize the reformable," Lloyd's added pensation plan would meet the CERCLA documents how the unreg- counsel for the Amencan Insurance community into redoubhng their ef-

In addition to purchasing cover- first layer of any claim, Lloyd's ulated management of hazardous Assn in Washington forts to reform this law, which iS
age in the market, other options said substances, even strictly within indi- Mr Arlmgton added that he be- flawed, unfair and poolly adminis-
being considered by Lloyd's in- The Regulatory Board has said vidual states, significantly impacts heves the case has gone as far as it tered," he predicted
clude that because any new plan would interstate commerce, we conclude the vell "I think it's highly unlikely this But one pro-reform observer lS

be compulsory for Lloyd's agents statute can be apphed constitutional- case wall be appealed It was a unani- concerned that the decision might
and advisers, it would have to ly under the circumstances of this mous decision and Olin iS already slow down reform efforts on Capitol

Because any new plan meet the key criteria of a fford- case," Senior Circuit Judge Phyllis A cleaning up the site, so it's really a Hill
ability and availability Kravitch wrote for the 11th Circuit moot ease " We are disappointed but not sur-would be compulsory, the Mandatory E&0 coverage was The appeals court also dismissed Peter Lefkin, semor vp-govern- pnsed by the decision We beheved

Regulatory Board has suspended for members' agents in the argument that Congress had not ment and industry affairs for Fire- that a decision favormg Ohn would
said it would need to be 1991 and for managing agents in intended Superfund hability to be man's Fund Insurance Co m Wash- have given Congress a bit more mot-

1992 due to problems with cover- apphed retroactively Althoigh CER- mgton, agreed that the decision wall vation to complete Superfund reform
available and affordable. age availability and affordability CLA "contains no expllcit statement have"fairly httle" impact on congres- this year Now, unfortunately, that

E&0 underwriters, nearly all of regarding retroactive apphcation of sional Superfund action extra motivation won't be there,'
whom came from Lloyd's, became ltS cleanup hability provisions," "I thmk most people had expected said Paul Brown, director of govern-
unwilling provide coverage in the Congress clearly intended habillty to the Olm decision to be reversed and ment affains for the Risk & Insulance

• A "sinking fund" arrange- face of mounting losses from indeed apply retroactively, wrote were predicating their hopes for the Management Society Inc in New
ment, in which premiums would members' litigation against Judge Kravitch She cited the re- overhaul of the Superfund program York
go into a fund that would essen- agents marks of those commencing on the based upon two facts One, the taxes The decision, though, clearly indi-
tially provide policyholders with a However, a 1995 Treasury and bill as it was debated, CERCLA's had expired and Ways and Means cates that Congress must address the
line of credit When a claim oc- Civil Service Committee report on own language holding that its reach Committee Chairman (Blll) Archer issues of loint and retroactive habih-
curs, the fund would pay the the regulation of Britain's finan- extended to "any person who at the (R-Texas) said they would not be ty quickly to avoid any more confu-
claim and the policyholder would cial services industry concluded time of disposal owned or operated" reauthonzed until the program was mon m the future," he added
be required to pay back the that the lack of E&0 insurance at a facility where hazardous sub- overhauled, and, two, the Superfund .

amount over a specified time peri- Llo>d's was "a matter of consid- stanceshadbeendeposited, andoth- hability regunedoes notworkevenif United States vs Olm Corp, 1lth
od erable concern" that should be er Indications of legislative intent it is legal," Mr Lefkin said U S Circuit Court of Appeals, No 96-

• A levy on syndicate premium deal: with as a "priority " Disappomted as they are that the David Farmer, semor vp-federal 6645, March 25, 1997
volume The proceeds of such a The report said "It iS in-
levy would then be used to capi- equitable for names to trade for-
talize a corporate syndicate 01 to ward with unlimited liability gram reflects Chairman Sanford HowTravelers'fund a compensation plan where even a simple clerical error Travelers Weill's belief that broad-based em-

• A compensation plan based on could result in a ma]or loss for the ployee ownership of company stock plan would workthe current Lloyd's Members' names without the availability of Continued from page 1 helps employees think hke owners,
Compensation Scheme, which is a some form of cover " pants Asof Dec 31,1996, Travelers' whilehelpingthembuildfinancialse- NEWYORK-Here lS how the
program funded by agents and de- As a result, Lloyd's 1997 Regu- 401(k) plan had $2 8 blilion in assets, curlty forthemselves Traveles Group 401(k) plan stock op-
signed to compensate members of latory Plan called for the reintro- with about 72% of the company's Benefit experts say the Travelers tion program would work
insolvent agents auction of mandatory E&O cover- 61,000 employees participating The program combines the advantages of Employees can exercise their stock

Its advantage would be low age, prompting the current pro- stock option program would replace a stock option plans and quallfied sav- options only through cashless, "sell to
start-up costs, as agents could posals from Lloyd's Regulatory matchmg feature, under which Trav- ings plans cover" transactions Under this ap-
make a modest annual contribu- Division elers matches dollar for dollar with 'This is a new avenue that com- proach, no money or other plan assets
tion to establish a working fund, Interested parties have Lntil Travelers' stock participants' fu·st bmes the best aspects of the two pro- are used to exercise the stock opttons
Lloyd's said They could be called April 18 to submit comments to $1,000 of contnbutions grams," said Michael Butler, a consul- Instead, the plan trustee receives as
upon to make additional contri- Lloyd's Regulatory Division on Under tne new feature, employees tant with Hewitt Associates LLC m a type of loan from Travelers the
butions should any claims exhaust the E&0 proposals  would not be required to contnbute to Rowayton, Conn number of shares matching the op-

the plan to receive stock options For employers, stock options linked tions to be exercised Then, the tustee
The number of stock options con- to a 401(k) plan means that---com- would sell on the open market the

tlibuted would equal 10% of an em- pared to contributing stock or cash- number of shares needed to cover the
THE ORION INSURANCE COMPANY PLC ployee's compensation, up to $40,000 they can conserve cash until the op- exercisepnce Fromsale proceeds, the

THE LONDON AND OVERSEAS INSURANCE COMPANY PLC of compensation The stock options tion is actually exercised And, em- trustee would pay Travelers for the
would give employees the nght to buy ployers can obtain an immediate tax cost of the shares, which would be the
Travelers common stock at the closing deduction for the fair market value of exercise pnce The trustee then wouldThe Onon Insurance Company PLC and The London and Overseas
pnce on the day before the option is the options deposit in the employee's accountInsurance Company PLC have obtained Court approval for their granted Employees are not taxed when they shares representing the sale profitScheme of Arrangement which received strong creditor support On The stock options would vest imme- receive the options or when they exer- An example illustrates how this

the 6 March 1997 an order was granted by the US Bankruptcy Court diately, and eachtermof thestockop- cise theoptionsandreceivetheshares "eashless"transaction would work
for a permanent injunction under Section 304 of the US Bankruptcy tion would be 10 yeam Options could Even if employees sold the shares and Assume an employee wants to exer-
Code The order sanctioning the Scheme of Arrangement was filed be exercised at a rate of 20% per year the proceeds stayed in their 401(k) cise an option for 100 shares of Trav-
with the Registrar of Companies on 7 March 1997, making the Employees would decide when to ex- plan account, they would not incur elers stock at $60 a share The current
Scheme effective from that date As a result, Paul Evans and Colin ercisetheoption any tax hability trading priceis $75 The plan trustee
Bird of Price Waterhouse have been appointed Scheme While Travelers officials declrned to Tlus favorable tax treatment, em- would "borrow" 100 shares of Travel-
Administrators pursuant to the terms of the Scheme discuss the program at length-pend- ployee benefit experts say, along with ers stock from the company The

ing final Labor Department ap- Travelers only allowing employees to trustee would sell 80 shares on the
proval-a spokesman said the pro- exercise options at the rate of 20% a open market to raise the $6,000 exer-

year, gives employees both an meen- else pnce
tive and a requrrement to hold on to The trustee would pay $6,000 to
stock and their savings for a long Travelers to cover the cost of the
tinie shares Twenty shares of Travelers

66Be Sure that you return it." "You have a long-term retirement stock-worth $1,500-would be de-
savings accumulation vehicle," said posited m the employee's account 
Hewitt's Mr Butler

Stil, benefit experts caution aIf you're racing through this issue of Business Insurance because you
Travelers-type 401(k)-linked stock"borrowed" it from a colleague, you should have your own subscrip- option is not for everyone ADVERTISER

tion. Then you'll be first on the list. You can take as much time as you Administratively, it does require
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USA $87 Subscription Dept. efits On the other hand, rf you are asubscriptions A Healthnetwork, Inc 12
Canada/Mexico $105* 965 E Jefferson company like Travelers whose stockgreat way to save Kemper Insurance 11
All other countries Detroit, MI 48207 has been substantially appreciating mmoney And avoid Price Waterhouse - London 20
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Oxford Callf, that also conducts HMO eval- "Oxford has done the best ]ob of Oxford's Introduction of specialty corporate consumers, suen as Xe-
uations for employers "There are a publlcizing and packaging this for teams last week was the latest m a rox's Ms Darling
number of health plans already do- the publle," observed Barry Rosen- stnng of announcements that began The disease management ap-

Continued from page 2 ing this m bits and pieces" feld, a benefit consultant with Apex with the company's creation of an proach "is a terrific Idea and very
by expert computer systems, direct For example, Minneapohs-based Management Group Inc m Prince- alternative medicine network com- exciting to patients and consumers,"
callers to the appropriate setting for United HealthCare Inc has given its ton, N J prised of about 1,500 acupunctunsts, she said, adding such an approach
care members direct access to speciallsts And it is hkely that other HMOs, rf chiropractors, massage therapists, wlll likely prove to be very cost-ef-

• Create a site on the World Wide mnce 1974 they are not already, wlll follow Ox- yoga instructors, nutritionists and fective
Web to give members online access "It's a signature product for Unit- ford's lead naturopaths (BI, Feb 3) "The trick is obviously finding the
to benefits information, a claim's ed Healthcare," said George S Gold- "HMOs have to do this if they're More recently, Oxford said lt balance and using good Internal
status, or to switch doctors or look stein, CEO of MetraHealth, United going to be able to capture the next would begln a program in April us- medicme specialists and gynecolo-
up the latest treatments m an exten- HealthCare's Southern California segment of the population that so far ing nurses as prrmary care gatekeep- gists and obstetneians to detect
sive medical encyclopedia operation based in Long Beach has resisted managed care," said Ar- ers as part of an agreement with problems that may need to be han-

"Consumer sentiment is decidedly Some other plans, including Blue mando Baez, principal of Ultralink Columbia Presbyterian Medical died aggressively by speciahsts," Ms
m favor of greater choice and less re- Shield of Cahfornia, also have begun rn Costa Mesa Center m New York (BI, Feb 17) Darling said

stnction," said Oxford Chairman marketmg these so-called "open ac- "It's clearly what the market has All of the changes have been made But while Mr Rosenfeld applauds

and Chief Executive Officer Stephen cess" products (BI, Aug 5,1996) been asking for," agreed Metra- in response to consumer demand, ex- Oxford's efforts, he expressed con-
F Wiggins at a news conference last And specialty care teams have Health's Mr Goldstein plained Oxford's Mr Wiggins cems that other HMOs that mimic

week m New York been m use for at least a decade, ac- "Benefits administrators fear pro- And with the case-rate system, this approach m11 focus on cost and
"Oxford is restructunng ltS SyS- cording to Marshall Rozzi, president grams that make employees come which attempts to strike a balance select only the lowest-bidding

tems to give our physicians and and CEO of Umted HealthCare of back to them and say 'What are you between fee-for-service medicine providers
members more freedom to choose Ilhnois Inc in Chicago "Everybody's doing? You're puttmg me into pro- and capitation, Oxford also is try,ng Such an approach could be dan-

from a wider range of treatment op- doing case rates for major proce- grams that nught prevent me from to be more responsive to providers, gerous if cost considerations are giv-
tions that w111 get them better and dures," he said, particularly cardiac getting access to specialists,' " said according to Todd Farha, CEO of en precedence over quallty," Mr
keep them healthy," hesmd care, cancer and hip replacements Helen Darlmg, manager of health Oxford's new Specialty Manage- Rosenfeld warned

But Oxford's moves may not be all But even though the changes Ox- care strategy and programs for Xe- ment Divlsion m Norwalk "From Oxford's standpoint, they're

that mnovative, some observers say ford announced aren't that ground- rox Corp m Stamford, Conn "The pendulum may have swung always striking a balance between
"There's not quite as much real breakmg by themselves, the ap- "I think this has great potential for so that HMOs were too focused on quality issues and cost issues,- Mr

news there as they're getting credit proach the company took m assem- reassunng patients," especially those cost," making them less responsive Rosenfeld said
for," said Dr Christopher Coulter, bhng them and selling them to the with the misperception that "with to providers, he acknowledged "But as thts approach begms to per-

executive director and chief medical pubhc as a package iS new for the managed care, individuals wlll have This care team approach, which meate throughout the managed care
officer of Ultralink, an HMO net- managed care industry, observers trouble or even be demed access to some liken to disease management, industry, we're going to have to be
work manager based m Costa Mesa, say specialists," she said already is getting rave reviews from watchful," he said Eli

MBGH
make good decisions as consumers," Post-treatment funchonality of the "You wind up ma situation where mation wall be made available on the
he said "I think physicians wlll recog- patient, for Instance, is largely out of the physician doesn't beheve the (re- Internet and in pnnted form, and w111
nize this information wlll be of great the hands of the physician, he said port) and he tosses it m the trash," Dr be based on patient questionnalres

Contmuedfrom page l value to them If I were a practicing Caesarean section rates may reveal Jessee said "For physicians, the cur- Data on individual doctors is not be-
work after treatment, Caesarean sec- physician, I'd want this to move ahead more about a health plan's pohcies rent system is a huge hassle" mg collected because rehable perfor-

tion rates, and past records of mal- as soon as posmble " than a doctor's ability The AMA has its own long-range mance measures are stlll elusive, she
practice htigatlon Nonetheless, MBGH faces imposing "Everyone needs to be understand- plan to roll out a voluntary acer'edita- said

Consumers must question doctors hurdles m reallzlng its vision, Dr Sen- ing of the hmitations of measurement bon program for physicians It wlll m- An added unknown for MBGH is

and shoulder more responsibility for nett and other experts cautioned data," Dr O'Leary said "This is one clude the evaluallon of clinical perfor- that even r[ physician quality mea-
selectmg them critically, said Jim One question is whether patient of those thmgs that seem very attrac- mance and patient care outcomes surement takes off, it is unclear
Mortimer, MBGH president He said populations will be large enough to tive on the surface, and when you Even the AMA wlll find it dificult to whether employees w111 want to use
employers wlll be supportive have any statistical meaning, he said start digging down a bit, it gets more gather scientifically rehable data, he the data or understand it

"Employers realize the health care For example, if a doctor has treated comphcated" said Accordmg to a study last fall by the
system vanes a lot," he said "They're only a few cases of pneumonia m a And although some doctors would- "Trying to figure out what to mea- Kaiser Family Foundation and the
after better and better panels of year, it is doubtful that outcomes for n't mind being rated, "others would sure at what cost with what kind of Agency for Health Care Pollcy and
physicians " that ilbiess are sigmhcant If a doctor be very nervous about this," he said data obviously is going to be a major Research, 76% of survey respondents

MBGH has formed two commlttees contracts with many health plans, a Despite such reservations, reason- challenge," he said said they would choose a surgeon who
to study how a system of physician way to aggregate data and avoid du- ably rehable data from a single source The MBGH is not the first coahtion had successfully treated their family
ratings can be achieved The business phcation must be found would be supenor to the paperwork looking at doctors The San Francis- in the past, whereas only 20% would
gmup has no specific plans to issue its Risk adjustment also must be per- jungle of internal evaluations health co-based Pacific Business Group on pick an unfamillar surgeon who had
own report cards or other forms of formed so that doctors who treat sick- plans now generate, said Dr Wilham Health m 1996 began a three-year, $1 better ratlngs
physician4evel ratmgs but rather er patients are not penalized for seem- Jessee, vp of quality and managed milhon study of 48 phymcian groups Employees also might need help
considers itself to be a "change agent" mgly worse outcomes-a difficult and care for the Chicago-based American in Callfornia and eight groups in the from employers or health plans to
that wtll help others-such as health expensive statistical challenge And Medical Assn Pacific Northwest comprehend the data

plans- unite to devise an area-wide poorly developed mformabon systems An associate of Dr Jessee, for ex- "We recognize that consumers "A lot of this stuff is just really
system, said Larry Boress, MBGH vp also may not be able to capture data ample, recently received two letters choose doctors first and then health Greek to consumers," said Jim Pfeif-

MBGH's posihon statement did not effectively, Dr Sennett said from separate managed care plans, plans, so it would be helpful for con- fer, director of chent services of the
address who might pay for such an The health care community is sev- one noting that he performed very few sumers to have mformation on Boston-based Picker Institute, which
mltlatlve eral years away from bemg able to Caesarean sections and the other providers," said Cheryl Damberg, the studies patient attitudes toward hos-

Physicians who are experts in measure phymcian quality accurately, questioning him for performing too coalition's dimctor of research pital stays "They need a guide or an
health care quallty measurement he said "That isn't to say we can't be- many The group4evel comparative infor- mterpreter"
were cautious m their reactions to the gin," he said
coalltion's proposal But many doctors may not hke the

"I think it is a good idea," said Dr MBGH position because physician-
Cary Sennett, vp for performance level measurements can stigmatize Regulators add ress various topicsmeasurement of the Washington- practitioners for outcomes out of their
based National Committee for Quah- control, said Dr Dennis O'Leary,
ty Assurance, which accredits and president of the Oakbrook Terrace, ORLANDO, Fla -State insur- to adopt a required practice ulatory Information Network
rates managed care companies "It is Ill -based Joint Commission on Ac- ance regulators tackled a vanety of States now have until Jan 1, IRIN is a publle-pnvate partner-
a reflechon of the idea that employees creditation of Healthcare Organiza- issues at the National Assn of In- 1998, to report market-conduct ship amliated with tne NAIC
need good information if they are to tions surance Commissioners' spring data to NAIC databases • Learned that state insurance

meeting • Heard that the NAIC's Internet regulators' most pressing concern
In addition to discussing com- Producer Database is well under about the sale of msurance vita the

NAIC unnecessary costs to the federal gov- mercial deregulation of insurance way after being launched last Internet is that unlicensed or unau-
enment" (Bl, March 24) and regulation of thomzed companies or producers

Supporting the NAIC's position are nsk-bear·mg health care providers,

business of insurance, we strongly be- ernors Assn , National Conference of • Hosted the first meetmg of a NAIC
would attempt to sell coverage, ac-

Cont:nued from page 3 representatives of the National Gov- regulators cordmg to a new NAIC survey pre-
sented to the Internet Marketmg

heve that the most appropnate ap- State Legislatures and the Amencan new NAIC/Industry Liaison Com- Issues Working Group
proach to the regulation of health in- Assn of Health Plans mlttee, designed to increase direct The group also outhned the con-
sunng organizations is by function OpposIng state regulation of PSOs commurncation between regulators month The database is a central tents of a white paper scheduled to

, and not by acronym," added Mr are representatives of the Amencan and the msurance mdustry repository of producer hcensing m- be completed by the September na-
Pomeroy, North Dakota's msurance Medical Assn and the American Hos- The NAIC's representatives on formation updated daily by partic- tional meeting Topics wlll mclude
commissioner, alluding to PSOs' pital Assn the committee are its three officers, ipatlng state msurance depart- pnvacy and confidentiality, agent,

, claims that they are different from State regulation generally creates four zone chairmen and one at- ments broker and company hcensing, reg-

 traditional health msurers "high" barners for PSOs to enter a large member Currently, 9% of the producer ulatory enforcement, fraud, tech-
"Anyone who is engaged m the market, said Ed Hirshfeld, vp-health Serving as the Insurance indus- population is represented on the nology issues such as electronic sig-

i busmess of insurance is--and should law for the AMA m Chicago Other try's representatives are a rotating database, with regulators in Iowa, natures, electronic funds transfers,
remain-subject to regulation by the problems mclude the lack of unrfor- group of Senior Insurance company Washmgton and Wisconsm now and electromc apphcations
states," he said mity m regulation among the states as officials who belong to key mdus- sending daily updates The data- • Decided to contmue drafting a

"The protections we offer extend well as delays in gettmg regulatory try trade associations At any one base is expected to represent 21% "prudent person" model Invest-
beyond financial solvency and other approval, he said time, there are two officials repre- of producers with the addition soon ment law as an alternative to its
hcensing standards to market-con- State regulators dispute that un- senting each of the following of Flonda and Michigan current approach, which sets hmits
duet standards and financial exami- necessary delays occur health insurers, 11fe insurers, prop- By year's end, an estimated 84% by category on the types of invest-
nation activities," he said "To provide "The average apphcation process- erty/casualty insurers and msur- of the producer population should ments insurers can make
these same protections, the federal Ing time for complete apphcations by ance producers be represented as more states lom • Granted Iowa its second, five-

government would need to rephcate most states is within 90 days," Mr • Postponed for mx months the the project, according to comments year accreditation
the states' Insurance regulatory Pomeroy told the Senate's Flnance required date for accredited states at a meetmg of the Insurance Reg- -By Meg Fletcher
framework, resulting m signihcant Committee ial
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Unusual was a pohce hehcopter come to shoo white meat" Updates
them away "We were trespassing," Claimants who submit proof of an
he admitted abduction will receive $1 per year Lloyd's preparing 1994 results

Conttnued *om page 3 But the beam of light that shone for 10 million years or for 20 milhon
So what are some of these require- from the craft was not the search- years m the case of double indemni- LONDON-Lloyd's of London this week wIll announce prehminary ·

ments) hght of a hehcopter "It was a gravi- ty 1994 global results based on the accounts of 168 of the 179 syndicates un-
Many are the same as for other tational beam that lifted me off the A pollcyholder m upstate New derwrltmg that year

Amsterdam businesses, such as ground When I awoke, I was inside York convinced the insurer he was The 11 remaining syndicates have been given extensions for reporting
those requinng access to fire escapes the craft," he told Business Insur- abducted and is being paid, said their results, which were supposed to be filed to Lloyd's by the end of last
and heating systems that operate once Mike St Lawrence, owner of the week, accordmg to a Lloyd's spokesman
properly Inside, he said, was lots of vegeta- company "He's received four or five These results wlll be the first to be released by the market mnce the sign-

Other regulations are m place to t-on and two luminous orange mini- dollars, and he's very happy " mg of the mconstruction and renewal program allowing all syndicate ha-
ensure an Injury-free workplace UFOs Mr St Lawrence said a number of bilities pnor to 1993 to be mnsured into Eqwtas Ltd
"It's for the safety of the women and A couple of shots from a dispos- insurance company executives have Lloyd's predicted last year that it would report a profit equal to 9 3%
also for the chents," said the able camera he earned were des- copies of his pollcies hanging on of the market's 1994 capacity of £10 9 bilhon ($16 13 bilhon), or£1 01 bil-
spokeswoman tined to become part of the claim their office walls "Insurance people lion ($1 73 bilhon) This would be shghtly less than the record £1 08 bil-

Beds must be bolted down The file are prooably our No 1 one pur- hon ($1 68 bilhon) profit the market earned m 1993 Lloyd's syndicates
brothel work area must be of suffi- But suddenly, troublet chasers A lot of agents use it as ice- closed their 1994 accounts at year-end 1996, based on the market's three-
cient size to allow a comfortable From behind, a pointy headed, breakers with their new chents" year accounting method
working environment Floor space sl.t-eyed, dolphin skinned, telepath- A sister company, The Future Life Last week, many of the syndicates released forecasts of their results to
must be at least 11 9 square feet, and ically communicatlng extraterrestn- Insurance Co, offers reincamation the London Stock Exchange Based on these forecasts, syndicate analyst
rooms have to include a washing al startled Mr Tagharini "It scared msurance with hmits of $10 milhon Syndicate Underwntmg Research Ltd estimated the market 'would post
corner wlth hot water thehelloutofme Ilashed outatthe "If you come back, you have a $10 a £1 09 bilhonprofit ($11 87 bilhon) for 1994 and £958 milhon ($1 49 bil-

Amsterdam's window prostitutes creature and hit it" milhon pohcy waiting for you," Mr hon) in 1995
are required to display themselr es That's when lt communicated, St Lawrence explained Charles Sturge, a director of syndicate analyst Chatset Ltd , last week
behind reinforced glass in a room mind to mind, in B-grade movie hn- He suggested pohcyholders who predicted the 1994 profits wall be slightly lower than the £1.18 bilhon
with at least 66 return as lower ($2 02 bilhon) his firm forecast m January (BI, Jan 13)
square feet of life forms may The prellmlnary syndicate forecasts "are tellmg us that the manne mar-
floor space have to seek help ket results are better than we expected, but the non-marine market is

The houses also 'We have a policy of parting the filltng out claim shghtly disappointing" said Mr Sturge
must provide a forms

safe for cus- feeble-minded from their cash,' says The London Verdict won't derail settlement
tomers' valuables

Simon Burgess, director of Goodfellow market, particu-
There are no in- larly Lloyd's of INDIANAPOLIS-An Indiana state court Jury's $2 milhon award to a

surance require- Rebecca Ingrams Pearson Ltd. London, has a couple whose son contracted AIDS from HIV-tainted blood-clotting
ments for brothel long reputation products will not upset a settlement reached last year between a class of
owners or prosti- of wnting cover- plamtifs and four manufacturers
tutes, but the age for non-tra- John and Vicky Barnes, whose son John died in 1991 of AIDS contract-
working girls may ditional risks ed from a product sold by Bayer Corp, were among about 550 claimants
want to consider coverage that is go "It said 'Do not be afraid I mean And it isn't only UFO-watchers who who opted out of the settlement reached last year between plaintiEs-
wntten through a London under- you no harm,' " Mr Tagliarini re- are chasing some of the coverages mainly individuals who used the product to counteract hemophiha-and
wnting agency called When tne national lottery ap- the manufacturers (BI, Aug 19, 1996)

Goodfellow Rebecca Ingrams When he awoke back on terra fir- peared in England in 1994, workers But because the opt-out penod has now passed, the 6,500 people who
Pearson Ltd offers for an annual ma 45 minutes later, Mr Tagliarini m offices across the country began agIEed to the settlement can't pull out and bnng smt, said David Shrager
premium of £100 ($162) coverage found himself with a wealth of evi- forming syndicates to buy blocks of with Shrager McI)aid Loftus Flum & Spivey of Philadelphia, the lead at-
that pays prostitutes for loss of earn- dence for his msurer The claw stick- tickets An employer's mghtmare tomey for the plambffs who settled and co-counsel m the Barnes case
1ngs due to backaches and other ing to his coat would be a convincing was a telephone call on the morning Under the settlement reached last year, the four manufacturers of the
conditions that keep them out of piece, along with the photos he had after the drawmg when he would blood-clottlng product-Baxter Healthcare Corp, Bayer Corp, a unit of
work The insurer recently said lt taken and videos taken by the groip learn that his workforce was stlll Bayer AG, The Armour Pharmaceutical Co,a umt of Rhone-Poulenc
has paid no claims on that For bemg in the nght place at the crawhng through pubs with fistfuls Rorer Inc ; and the Alpha Therapeutic Corp, a unit of the Green Cross

The coverage is wntten through a nght time, Mr Tagliarini receiked of money Corp of Japan-wlll pay $100,000 to each of the approxirnately 6,500
consortium of unnamed U S and his unworldly payoff, pohcy limits of Thus was born coverage that people who have agreed to the settlement
European insurers £1 million ($17 nullion) for being would indernmfy a company whose The payments will be divided accordmg to market share, with Bayer's

This isn't Goodfellow Rebecca's abducted He swears he dcin't fake workers won the lottery and lost the 45% contnbution the largest
most popular coverage The agency's the evidence "I would have to be will to work against resultmg pro- The Indiana verdict may be unusual Mr Shrager said Inchana law fa-
alien abduction coverage is taking Steven Spielberg's cousin to pull this duction losses A spokesman for vol·s plaintrffs m product hability suits, and this case mvolved a child
off at a time when the subjects of off " Lloyd's said the coverage is wntten Nevertheless, he said, "What it shows is that these cases, properly pre-
UFOs and the supernatural are Gooddellow Rebecca isn't too up- on a line sllp at the marketplace, and pared, could be won "
growing increasingly popular set about paying Mr Tagharini The the pnce is carefully calculated A Bayer spokesman said the company is evaluattng the Indiana verdictt

The unusual coverages are offered agency has recouped more than the against the odds of such an event ac- and has not yet determined the next step. Meanwhile, the settlement is
as a way to draw attention to Good- clalm amount by sellmg the evidence tually happening to an employer scheduled to be approved by a judge m Chicago ata May l heanng, pro-
fellow Rebecca's more mamstream to an unnamed U S entertainment Lloyd's has gamed a reputation as vided the four defendants are prepared to proceed A spokesman for the
business of writing chsabillty insur- company a place to indulge the coverage defendants said that decision has not yet been made
ance for professional athletes, ex- Mr Tagliarmi, a believer in off- quirks of movie stars, coverage of One pomt to finallze involves the group of claimants that has been
plamed Simon Burgess, director of beat msurance, holds several poll- Betty Grable's legs as a well-known asked to pay some of their settlement to the government or pnvate insur-
the agency cies wntten by Goodfellow Rebecca example Rock stars also are drawn ers to repay the cost of health care Mr Shrager said an agreement has

A former Lloyd's of London un- that provide coverage for a number to the marketplace, with Bruce been worked out with the pnvate msurers that allows each of the plain-
derwnter, Mr Burgess said he began of supernatural events The coverage Springsteen purchasing £3 5 milhon tifs to keep the entire $100,000 He expects a similar agreement to be
writing alien abduction Insurance provided peace of rmnd as he was ($5 9 milhon) of coverage for his reached with the federal government
about 15 years ago just as "a bit of shark hshing in the Bermuda Tnan- voice

fun, a brain holl(lay from the more gle after collectmg his claim pay- The spokesman for the market- Briefly noted
techous business " ment place provided a hst of some of the

The consortium of Insurers had is- Nothing unusual happened there, more unusual nsks Lloyd's has cov- A state judge has postponed until May 6 a heanng on the Massachusetts
sued about 100 pollcies over the he said, but if it had, he was pretty ered over the years Syndicates have Insurance Division's proposed settlement of Issues related to Electric Mu-
years for coverage against a close sure he would have been covered for wntten coverage for tual Liability Insurance Co.'s controversial redomestication to Bermuda
encounter until Hollywood fright- it •The world's largest cigar at 12 EMLICO reinsurers had sought to delay the heanng, onginally scheduled
ened Bntons mto buying more The London underwntmg agency 1/2 feet long It was msured dunng for Apnl 8 The ludge did not rule on motions by Lloyd's of London un-

Last summer's blockbuster film offers not only alien abduction in- an exhibition m London for its retail derwnters and General Re Corp unlts to mtervene as parties in the set-
Independence Day and airing of surance but other non-traditional value of £17,933 35 ($30,334) The tlement case Don D. Hutson, 60, president and chief operating officer
"The X-Files" on British television pollcies that pay the same £1 milhon stogie was rolled to launch a new of TIG Holdings Inc, plans to retire by the end of this year, accordmg to
has driven residents to seek out in- for such unlikely occurrences as brand the company Jon W Rotenstreich, the company's chairman and chief ex-
surance agamst pesky otherworld death ana injury from poltergeist • Loss of souvenir sales due to the ecutive officer, w111 serve as actmg president and COO untll a successor is
invaders Goodfellow Rebecca now activity and conversion to a were- cancellation of royal weddings chosen Blue Cross of Washington & Alaska has received a downgrade
has about 3,000 abduction pollcies wolf or vampire •A grain of rice with a portrait of m its rabng from AM Best Co In reducing the rattng to B++ from A-, the
in force Goodfellow Rebecca isn't the only the Queen of England and Duke of ratmg organization cited Blue Cross' poor earnings m 1995 and 1996 and

"We have a policy of parting the source for ahen abduction insur- Edinburgh engraved on it Limits the problems it faces "as it mlgrates its enrollment base to managed-care
feeble-minded from their cash," said ance, although the agency has a de- were $20,000 products " A mcently approved rate increase, however, could improve fu-
Mr Burgess cidedly better procedure for paying •Payment of a £1 milhon prize by ture earnings, A M Best noted The former Blue Cross & Blue Shield of

One policyholder, however, does- claims Cutty Sark whiskey to anyone who Ohio cannot use the Blue Cross and Blue Shield trademarks and logo, a
n't appear so feeble-minded The UFO Abduction & Casualty Insur- captured the Loch Ness monster federal appeals court in Cincinnati said last week Indianapolis-based
question is, who has been taken for a ance Co m Altamonte Sprmgs, Fla, ahve Anthem Blue Cross & Blue Shield wnll take over as the only Blue Cross &
rlde? offers $10 milhon in coverage for a •Payment of a $1 milhon prize by Blue Shield orgamzation serving Ohio The court action stemmed from

The slnes were clear the evemng single lifetime premium of $19 95 a Memphis radio station to anyone the Cleveland-based Blues' aborted merger with Nashvdle, Tenn -based
Joseph Taglianni and his friends The pcl»cy amves in an attractive who captured Elvis Presley ahve Columbia/HCA Healthcare Corp, and the national Blue Cross' efforts to
went out to search for UFOs in the frame and lS the only coverage of- •The taste buds of food cntic and remove its hcense (BI, March 17) Alabama wlll replace the Boca Ra-
countryside They had spotted flymg fered by the"company" gourmet Egon Ronay ton, Pla -based National Council on Compensation Insurance as the ser-
objects buzzing the skies over Swin- There are some Interesting terms •A comedy theater group against vicing carrier for its assigned risk plan, beginning June 1 Replacing the
don Warminster several times be- to the coverage Double indemnity is the rlsk of an audience member dy- NCCI will be a team consisting of Zunch Insurance Group of Schaum-
fore, he said "It's a hot spot in Eu- payable in the event that "allens in- ing laughmg burg, Ill, Alexander & Alexander Inc's workers compensatton specialists
rope It has a great history of past s.st on con] igal visits," "if the en- It isn't all fun and games in the in Kansas City, Mo, and third-party administrator Goff Group Inc of
activity . counter results in offspnng being re- risk management and insurance Montgomery, Ala U S Distnct Court Judge Charles Bneant last week

The 24-year-old former electncian ferred to as the next missing link" or business of course But it am't as approved the $176 milhon settlement Texaco Inc. agreed to pay to settle
said the group spotted a trlangular "the aliens refer to the abductee as a dull as some people make it out to its racial discnminatlon suit brought by employees
shaped craft that he first thought nutntional food source or the other be Ell
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Tobacco The Alabama settlement calls for the compa- claimants to the settlement
nytopay 25% of pretax profits for 25 years into B# Insurance Index"If you don't know you are a claimant, it
a fund for distribubon to mdividuals The same makes it hard to say you oppose the settle- 1,320

Conttnued from page 1 terms were set for the financial portion of the ment," said Arthur Bryant, executive director
the reason the attorney general said the move settlement with the 22 states In exchange, it of Trial Lawyers for the Pubhc Justice, a Wash- 1,300
"opens a second front against the tobacco com- ends all present and future claims agamst the mgton pubhc-interest law firm Mr Bryant
pames" company, and together with the settlement added that to be certified as a class, members 1,280

To succeed with this defense, the insurance reached with the attorneys general, resolves all must represent all people who might brlng suit
1,260companies must obtain proof of the tobacco m- litigation against Liggett Only the 28 states But future claimants might not have the same

dustry's knowledge of the health hazards of that have yet to sue the tobacco company can mterests as present claimants, making it map- 1,240
cigarettes And if they can get this, it also will bnng future claims propriate to bmd them to the settlement, he
land m the laps of the attorneys general "It was an attempt to negotiate a hmited fund said

.
1,220

It's a win-win situation for the states " Mr which will produce complete immunity for The lawyers also doubt whether the type of
Raniersaid Liggett," said John Coffee, a professor at settlement used can survive a challenge Mr 1,200

Either the insurance companies find incrimi- Columbia University Law School Coffee said he doubts the settlement wlll sur-

nating evidence against their pohcyholders or Prehminary approval has been granted, but vive because neither settlements that bmd fu- 1,180

the evidence eludes them and they pay money final approval won't come until after a July 11 ture elaimants nor those that bar opt-outs have 1,160to Louisiana, he said hearing in the Mobile, Ala, courtroom of Judge been approved by the U S Supreme Court
Few other states, however, can have sults as Braxton Kittrell But that approval is far from m 2/14 221 2/28 3/7 3n4 3/21 3/27

Mr Bryant agrees "It raises serious constitu-
elegant as that of Louisiana Only Louisiana, assured tional questions" he said Base=100 on Dec 29,1978

Source Nordby International Inc
New Hampshire and Wisconsm have "direct Not eveyone suing the tobacco companies "It offends any sense of due process," added
action" statutes allowing third parties to sue in- applauds the Alabama settlement, and some le- Mr Ciresi
surance compames, Mr Ramer said gal experts say it won't stand up to a challenge The settlement's sunnval could depend on PCS catastrophe optionsThe state of Wisconsm would not comment Michael Ciresi, an attorney with Robms, Ka- how the U S Supreme Court rules m the case of
on its strategy or Louisiana's plan, Mller & Cirem m Minneapolis, said both Amchem Products Inc et at us George Wind-

An AIG spokesman said the msurer would of his chents sumg the tobacco industry, Blue sor et at As of March 27

not comment on the suit The Hartford's Cross & Blue Shield of Mmnesota and the state In Amchem, the Supreme Court has been Call Pnce Call Pnce

spokeswoman said it could not comment be- of Minnesota, w111 actively oppose the settle- asked to revlew an appeals court ruling over- spread bid/ask spread bid/ask

cause the insurer had not yet been served with ment turning a settlement of asbestos class-action Eastern September 1997 California Annual 1997
the suit The other insurers did not return calls Two aspects of the settlement give rise to claims (BI, Feb 24) The high court wall address 40/60 31/3 9 40/60 -/34

Meanwhile, a proposed settlement between their opposition the legahty of binding future claimants to a 60/80 -/35 80/100 -/23

Liggett Group Inc with 22 state attorneys gen- First, the settlement does not perrmt global settlement 80/100 -42 3

eral is obscunng the tobacco company's settle- claimants to opt out and bring their own suits What the Supreme Court says m the Amchem National Annual 1997 Western Annual 1997
ment of a class-action suit m Alabama This forces all people with suits against Liggett case "massively affects the validity of this set- 80/100 4/65 40/60 15/34

Liggett, the country's fifth-largest tobacco to accept the settlement's terms, whether they tlement," Mr Bryant said 120/140 --442 80/100 -/2

company, settled a class-action suit in Alabama agree or not "We do not agree with cram-down The Amchem appeal was argued before the
state court that ends all present and future suits class-action settlements," Mr Ciresi said Supreme Court m February, and a decision is

June Midwestern 1997

against the company Second, the settlement blnds all future expected before the term ends m June <Ii
10/20 12/16

Total volume 30 Total open interest 12,541

- Forintormation on PCS cat options, call the Chicago Board of

Skyscraper had failed to exercise due diligence and rea- dent report, E/R's repair estimate should be 4 Trade at 312-435-3674
sonable speed in therepairofthebuilding, ac- deemed unscientific and excluded from a trial '4 Souza Chicago Board ofT,ade
cording to Peter Kanaris, a partner at law firm However, the iudge ruled that the E/R esti-

Continued from page 1 Kostow & Daar in Chicago, who represented mate could go before a jury at trial, according
lion blanket property and business interrup- Aetna to Jeremy G Epstem, a partner at law firm

British Issues
tion program underwntten by Aetna, of which The dispute between the msurer and E/R Shearman & Sterhng in New York, who also March 27 Price P/E Div Yield 52 week

about $131 million of the property limit was soon escalated into an argument over the cost represented E/R Companies pence pence % high-low
apphcable to the office tower of repairmg the building and the level of re- The two parties also disagreed over the cost Comml Union 672 122 303 55 759-550

However, all of the blanket pollcy limits pair or renovation needed of environmental cleanup for the building, Genl Accident 827 78 343 53 876-613

could be applied to losses stemming from the Gdn Royal Exch 281 60 10 0 43 301-218E/R had claimed the steel columns support- which was reflected in the difference in their
Independent 680 87 133 24 710-373fire Aetna leads the $100 milhon liability pro- ing the buildmg had moved four inches dunng overall cost estimates Royal & Sun

gram for the building owners (BI, March 18, the fire and could not be certified as safe, so
447 139 190 49 515-349

E/R estimated the cleanup would cost $51
1991, March 4, 1991) Brokersthe building needed to be torn down to the million, which Included between $15 million

Eight of the building's 38 floors were de- 19th floor and rebuilt Bradstock 77 10 6 57 11 0 81-54
and $19 milhon in demolltion costs, while Aet-

stroyed in the fire, which happened when 011- Aetna argued the columns were unaffected na estimated that a $14 milhon cleanup would
CE Heath 102 127 45 54 115-74

JIB Group 159 114 98 64 161-101

soaked rags left by a cleaning crew caught fire by the fire and, therefore, the buildmg damage suffice, said Mr Dougher Lmbrt Fenchurch 117 136 84 90 150-101

The building was made safe after the fire but could be repaired without tearing down half of The building's fate shllis unknown Lloyd Thmpson 197 NA 10 064 206-167
has remained unoccupied while Aetna and lt In a statement released last week, E/R said Nelson Hurst 128 NA 86 88 206-123

E/R argued over the level of restoration need- Last July a court-appointed engineer as- it is reassessing the building's physical status Sedgwick Grp 119 109 80 63 152-115
ed Steel Brl Jones 23 65 38 170 48-23

sessed the building, his report favored Aetna's with consultation from architects, engineers Willis Corroon 150 13 2 66 53 169--117
The legal battle started two years after the analysis and other experts and wlll weigh alternatives

fire, when Aetna filed a suit alleging that E/R Aetna argued that as a result of the indepen- for the building's future 1 Source Nordby International Inc

B Industry Stock Report MARCH 24, 1997, THROUGH MARCH 27, 1997

BROKERS
Weekly Year to date Year to date

Pnce
Weekly Yeartodate Yeartodate Neekly Year to date Year to date

% change % change High Low Vol (000) Pnce % change % change High Low Vol (000) Pnce 9,change %change High Low Vol (000)
Acordia Inc NYS 3250 114 1207 3375 27.25 47 Everest Reinsurance NYS 2950 248 261 3275 2138 382 St Paul Companies NYS 67.00 342 14 29 7263 50.13 629
E W Blanch Holdings Inc NYS 2250 000 11.80 2325 17.75 16 Executive Risk Inc NYS 47 63 187 2872 4900 2925 62 SAFECO Corp NOQ 4000 224 143 44 00 30 88 1883Gallagher Anhur J & Co NYS 3275 275 5.65 3700 29.13 80 EXEL Ltd NYS 4288 178 13.20 45.13 31 75 690 Se,bels Bruce Group NDQ 1.81 492 12.12 313 1.81 65
Hilb Rogal & Hamilton NYS 13 63 093 283 1400 1138 26 Fremont General Corp NYS 2838 658 -8.47 3263 21 50 179 Selective Ins Group NDQ 41.25 0.00 855 4350 31 00 100
Kaye Group Inc NDQ 463 513 1190 750 463 9 Frontier Insurance Group NYS 4250 1.80 1111 4463 30.13 151 Sphere Drake Holdings \IYS 963 1.28 8.45 1175 813 32
Marsh & McLennan NYS 11713 4.49 1262 12963 8800 730 Gamsco Inc N¥S 9.13 000 519 1175 875 76 TIG Holdings NYS 3288 331 295 3800 2700 888
Poe & Brown NDQ 25.63 0.73 330 2750 2275 23 GCR Holding Ltd NOQ 2300 000 3.37 27.25 2150 524 Titan Holdings Inc NYS 1688 0.00 227 17 88 13.13 29

BROKERS AVERAGE 112 4.25 General RE Corp NS 16100 395 206 177 75 138 75 888 Tokto Marine & Fire NDO 5225 0.72 1206 69.00 4200 152

INSURERS/REINSURERS
Gryphon Holdings N[)0 1450 -085 265 1950 1200 48

,
Torchmark Corp NYS 5663 3.21 12.13 61 88 4025 506

Guaranty National Corp NIS 1750 2.78 448 18 25 1350 14 Transatlantic Holdings NYS 8450 160 4.97 8825 6238 62
ACE Ltd NYS 6350 -020 5.61 6638 4050 351 Harleysville Group NDQ 3300 518 8.20 3400 2450 105 Travelers Aetna Property NYS 3363 218 495 39.63 23.13 283
Acceptance Insurance Cos NYS 1888 466 443 23.13 1463 84 Hartford Steam Boiler NS 4500 164 296 51 00 42.75 335 Travelers Corp NYS 5088 0.25 1212 5838
AEGON N V

2838 5725
NYS 6975 089 1028 7363 4225 49 HCC Insurance Holdings NYS 24.63 101 260 3275 19.13 97 Trenwick Group Inc N[)0 5000 050

Aetna Lite & Casualty
8.11 5425 4600 62

NYS 87.38 099 922 9338 55 38 2395 IPC Holdings Ltd NDQ 2400 3.03 726 2638 1900 237 Unlco American Corp NDO 10.00 2.44 805 1100 663 47
AFLAC Inc NYS 4050 122 526 44.00 2825 659 ITT Hartford Group NYS 7300 283 815 8100 44 50 1421 Unonamerica Holdings NYS 1675 3.08 563 2075 1475 45
Allied Group Inc NYS 3425 108 498 3863 2238 91 laSalle Re Ltd NDO 2875 177 171 2950 1975 293 United Fire & Casualty NDO 3000 551 1489 4000 2925 12
Allmerica Prop & Casualty NYS 31.25 0.00 2.88 3225 25 00 290 Lincoln National AYS 5338 697 167 6163 40 75 1523 Unitin NDO 50.25 1.95 987 5638 4425 176
Allstate Corp NYS 6238 273 778 68.25 37 38 2949 MAIC Holdings Inc NYS 34.38 148 1.48 36.00 2825 20 UNUM Corp NYS 7575 050 484 7963 55.50 881
AMBAC Indemnity Corp NYS 6588 -0.19 0.75 7400 47 00 265 Markel Corp NDQ 108.00 1.41 2000 11350 7800 25 US Facilities Corp NYS 20.25 000 318 2050
American Bankers Ins

1488 38
NDQ 4963 8.74 293 59.50 3250 658 MBIA Insurance Group HYS 98.13 -088 309 10463 70.13 591 USF&G Corp NYS 21.63 4.42 359 23.13 1500 2142

American Financial Group NYS 36.75 200 265 3888 28.50 467 Meadowbrook Insur Group NYS 2300 316 9.52 34.13 15.25 21 USLIFE Corp NYS 46.88 1.32 40.98 4863 26 88 538American General NYS 4138 149 1.22 4463 32 88 1630 Mid Ocean Ud NYS 4788 103 881 5538 3550 103 Vesta Insurance Co NYS 3625 0.34
American Heritage Life Ins

15.54 41.50 24.50 109
NYS 24.88 051 524 27.75 19.00 21 MMI Cos Inc NYS 2400 323 25.58 3338 22.50 95 Washington National NYS 2800 132 182 30.75 25.13 123

American Indemnity/Fin I NDO 1306 0.48 27 44 1400 938 5 Mutual Risk Mgmt Ltd NYS 36.00 2.37 270 4000 26.88 195 Zenith National Ins NYS 2688 -046 183 2888 23.75 59American International NYS 121.63 4.23 1236 12963 88.13 3786 NAC Ae Corp NYS 37.38 2.92 1033 4063 2850 338 Zunch Reinsurance Centr NYS 3825 0.66 22.40 3875 2838
Aon Corp 59

NYS 61.88 462 440 6725 4750 607 Navigators Group VDQ 16.75 563 822 2025 1575 23 INSURERS/REINSURERS AVERAGE 1.21 3.54
Argonaut Group NDO 2825 3.00 813 34.25 27.25 42 Nobel Insurance Ltd \IDO 1306 0.97 3.98 1388 10.88 58

AVEMCO Corp NYS 24.13 1.05 5440 27.38 11.75 33 NYMagic Inc NYS 19 25 314 694 2113 1700 6 HEALTH MAINTENANCE ORGANIZATIONS
Baldwin & Lyons Inc NDO 1738 071 5.44 2075 1425 11 Ohio Casualty Corp NOQ 41.50 311 1690 42.25 3000 451 Healthsource Inc NYS
Berkley W R Corp

20.63 0.61 57.14 4038 9.75 710
NDQ 49.88 172 172 55.00 4025 551 Old Republic Int I NYS 25.50 099 467 27.75 20.13 1104 Humana Inc NYS 21.88 -0.57 15.13 2700 1500 2006Berkshire Hathaway Inc NYS 37300 00 027 9.38 37800 00 30000 00 1 Orion Capital Corp NYS 61.75 120 1.02 6775 4263 132 Oxford Health Plans NDQ 6113 -061 438 67.13 27 69 4889Capital RE Corporation NYS 43.63 5.16 643 48.00 3250 109 Partner Re Ltd NYS 35.50 107 441 36.50 25.63 253 Pacificare Health Sys NDO 8250 123 1.54 8625 5963CapMac Holdings Ltd NYS

510
27.13 236· 18.11 36.88 2350 146 Penn America Group inc NE)0 1300 189 19.38 1450 863 23 Safeguard Health Enter NDO 1250 1236 28.57 22.50 11.00 25

Capsure Holdings Corp NYS 12.13 2.02 543 1888 8.00 35 Philadelphia Cons Holding NDO 3000 2.13 2903 30.25 1675 48 Sierra Health Services NYS 26.50 0.47 7 61 3588 22.38 344Chartwell Re NYS 2725 0 46 1.87 28.50 1988 24 PXRE Corp NYS 2563 -0.49 3.54 2700 22.25 162 United Healthcare Corp NYS 5050 122 1222 64.25 30 00 3805
Chubb Corp NYS 5550 390 3.26 62.75 4088 2185 Reliance Group Holdings NYS 11.13 430 21.92 1225 6 50 1231 Wellpoint Health Networks NYS 42.63 0.89 24.00 45 88 23.38
CIGNA Corp

498
NYS 15100 -098 10 52 161 63 100 75 1020 Reliastar Financial Corp NYS 60.13 224 4.11 65.38 4000 531 HMOs AVERAGE 1.64 11.68

CNA Financial Corp NYS 10925 -023 2.10 114.75 95.75 158 RenaissanceRe Holdings Ltd NYS 37.13 294 1250 41.25 2675 65 ALL COMPANIES AVERAGE 423 6.49
EMC Insurance Group Inc NDO 11.88 1.06 1.04 1450 10.13 3 Risk Capital Holdings NDO 1675 290 1355 2075 1588 16
Enhance Financial Semices NYS 39.13 064 719 39.38 26.00 45 RLI Corp NYS 3250 226 2.62 3663 2238 26

Top advancing issues Safeguard Health Enter., Harleysville Group, MMI Cos Inc Leading dectiners. American Bankers Ins., Lincoln National, Fremont General Corp. Most active issue Travelers Corp. The Bl Index fell 1 2%, the Dow Jones 30 Industrials
decreased 0 9%, the S&P 500 decreased 1 3% and the NYSE Composite decreased 1 3% Average P/E Brokers, 16 9, Insurers/reinsurers, 17.4, HMOs, 29 5 System design Nordby International Inc
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