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Product

liability
differences

on agenda
By MARK A. HOFMANN

WASHINGTON-The Senate's

approval of a product liability re-
form bill opens the way for a new
debate on just how sweeping an
overhaul of the civil justice sys-
tem is possible in the current Con-

gress.
The Fairness in Product Liabil-

ity Act, S. 565, which passed the
Senate by a 61-to-37 vote last
week, will next go to a House-
Senate conference committee. The

committee will try to resolve dif-
ferences between the Senate mea-

sure, which affects only product
liability, and a much more com-
prehensive bill, H.R. 956, passed
by the House in March (BI, March
13).

That will not be easy. One of the
chief House players, Judiciary
Committee Chairman Henry
Hyde, R-Ill., has promised to de-
fend the broader House bill. "This

will be a negotiation, not a sur-
render," he said.

At the same time, the Senate

bill's two chief sponsors-Sens.
Slade Gorton, R-Wash., and John

D. Rockefeller IV, D-W.Va.-warn

that changing so much as a "semi-
colon" could imperil chances for
Senate bill's passage. The final
version of S. 565 emerged only af-
ter the Senate repeatedly rejected
attempts to broaden it.

The Senate product liability bill
would, among other things: cap
punitive damages a: the greater of
$250,000 or double the amount of

compensatory damages; set a
two-year statute of limitations for
most suits; replace joint and sev-
eral liability with proportional li-
ability; set a uniform evidence
standard for punitive damages;

See Product on page 4

Updates-
Aviation underwriting manager

charged with fraud in PSA crash
NEW YORK-United States Aviation Un-

derwriters Inc. and former Chairman John

V. Brennan are facing criminal fraud
charges over their handling of claims from
the 1987 crash of a Pacific Southwest Air-

lines commuter jet.
A federal grand jury in Brooklyn last

week returned a 40-count mail fraud indict-

ment alleging that Mr. Brennan and USAU,
manager of U.S. Aircraft Insurance Group,
defrauded PSA parent USAir Group Inc.
and other insurers. PSA Flight 1771 crashed

See Updates on nezt page

Storm damage to top $1 billion
Insured losses

grow as storm
hits states

with hail, floods
By MICHAEL BRADFORD

DALLAS-Insurers expect
nearly $1 billion in claims from
two powerful storms a week apart
that pelted north central Texas
with hail and high winds.

The May 6 storm, which
dropped grapefruit-sized hail on
the Dallas-Fort Worth area,
caused estimated insured losses of

about $700 million.

That storm has racked up con-
siderably more commercial and
self-insured losses than an April
29 hailstorm that hit the same
area and caused an estimated

$275 million in insured damage
(BI, May 8).

The May 6 storm system later
moved east, causing extensive
flooding in the New Orleans area.
Insured losses were estimated at

$100 million late last week and
were expected to climb.

OP

Insurer trade groups could not
account for an estimate by Louisi-
ana Gov. Edwin Edwards that in-

surers were expecting at least $2.5
billion to $3 billion in claims from
the storm.

"This was a monstrous series of

hailstorms," said Jerry Johns,

president of the Southwestern In-
surance Information Service, an
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Austin, Texas-based insurer
group that estimated the dam-
age.

"It is a major disaster in
terms of insured losses," said
Mr. Johns. "And we're not even

through the spring," he added,
noting Texas may be revisited by
hailstorms and, later this year,
hurricanes.

At left, canoeists inspect a
shopping center in Mandeville,
La., that flooded after heavy rains
from last week's storms. Below,
firefighters assess damage to the
root of a Haggar Apparel Co.
facility in Dallas caused by the
May 6 hailstorm.
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At least 22 deaths were attrib-

uted to the May 6 hailstorm. Hun-
dreds of injuries were reported,

See Storms on page 22

Resolving to cut litigation costs
By SALLY ROBERTS

Employers that require use of
alternative dispute resolution for
employment-related disputes are
cutting litigation costs while
maintaining workplace harmony.

Though less than 20% of all em-

ployers currently incorporate
ADR into their employment con-
tracts, more employers are consid-
ering using this method to resolve
workplace disputes in a more
timely, more amicable and less
expensive fashion.

Voluntary ADR programs re-
cently won the endorsement of the
Equal Employment Opportunity

Employers are turning to ADR for workplace disputes
Commission, which is backlogged
with more than 100,000 work-

place discrimination complaints.
But the agency opposes manda-
tory programs-those that would
require employees, as a condition
of employment, to forgo lawsuits
and submit any employment dis-
crimination claims to binding ar-
bitration (BI, May 1).

If employers make sure their
ADR programs are fair and not
perceived as coercive and oppres-
sive by employees, even manda-
tory ADR programs can be suc-
cessful, experts say.

To do this, employers must pro-

vide options to their employees,
said Karl Slaikeu, president of
Chorda Conflict Management
Inc., an Austin, Texas-based con-
sulting firm.

Employers will run "big risks"
if they mandate binding arbitra-
tion-in which a neutral third

party enters a final and binding
decision or award-with no other

alternatives to resolve employ-
ment problems, he said.

Employers need a "comprehen-
sive system with a range of op-
tions," he said.

Mr. Slaikeu suggested designing
a conflict management system
that encompasses three broad sets
of options to employees.

The first step would be direct
talks, in which employees could
go "up and down the chain of
command" and negotiate with
management to resolve the issue.

If that fails, employees then
should have the option of media-
tion-in which a third party as-
sists in reaching a negotiated set-
tlement. Mr. Slaikeu suggests
having the option of an in-house

See ADR on page 16

Ruling narrows ERISA pre.emption shield
By MICHAEL SCHACHNER
and CHRISTINE WOOLSEY

The recent U.S. Supreme Court
decision upholding a New York
state surcharge on hospital bills
may leave little room for chal-
lenges by health care payers who
argue that federal law pre-empts
such state laws.

Benefit law experts, many of
whom were caught off guard by

the unanimous ruling in New

York State Conference of Blue
Cr)ss & Blue Shield Plans vs.

Travelers Insurance Co., say the
decision reverses a trend in recent

years of broad court interpreta-
tion of the Employee Retirement
Income Security Act's pre-emp-
tion clause (BI, May 1). ERISA
pre-empts all state laws that "re-
late to" employee benefit plans.

A slew of other challenges by

health care payers are before
lower courts-many of which are
now likely to follow the Supreme
Court's lead in interpreting the
ERISA pre-emption much more
narrowly than in recent years.

From now on, those that chal-

lenge state laws under ERISA will
have to clear a higher hurdle,
proving that a particular law has
a "direct or extremely acute" im-
pact on benefit plans, said Clif-

ford Stromberg, a partner with
Hogan & Hartson in Washington.

The high court's decision in
Travelers "may not have been a
particularly intelligent ERISA de-
cision, but it may have been a
good political one," he said.

The justices "admitted the New
York surcharge meant different
costs for different health plans
and therefore meant some plans
would have to increase costs or

decrease benefits," Mr. Stromberg
said. But, "the conservatives on
the court. . .didn't want to inter-

fere with the private market, yet
they wanted to uphold states'
rights to regulate health care pro-
viders."

New York imposes a 13% sur-
charge on hospital bills covered
by commercial insurers and a 9%
charge on bills paid by HMOs. The

See ERISA on page 20
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Updates - Aetna appeals bad-faith award
USAU, Brennan indicted
Cont:nued *om preutous page
after a disgruntled former USAIr employee shot his former supervisor in pollution coverage dispute
and the two pilots with a gun he smuggled aboard Forty-three people
died (BI, Dec 14,1987) By DAVE LENCKUS hired a transporter to dump ltS tentially responsible party for

USAU acted as both lead underwnter for USAn, and Ogden-Alhed U S government-approved egg cleaning up the hazardous waste
Corp, an airport secunty firm named in crash suits, and as claims lead FREEHOLD, N J -Aetna Casu- wash detergent in the nearby site, according to Colonial's attor-
for PSA and USAir, managing the htlgation alty & Surety Co is appealing a Lone Pine landfill between 1958 ney, Eugene R Anderson, a pai t-

However, USAU had an undisclosed confhct of Interest, because lt New Jersey judge's ruling that the and 1979 Other hazardous waste ner with Anderson Kill Olick &
had remsured 100% of its exposure to USAlr losses but only 25% of a insurer acted in bad faith when it generators and haulers also used Oshinsky of New York
$75 milhon layer of Ogden-Alhed's coverage, the indictment says denied a small Superfund pollu- the landfill, which closed in 1979 Hartford, Conn -based Aetna

Following a 1989 settlement of consohdated crash htigabon, USAU hon claim Toxic wastes eventuall> seeped insured Colonial under a $1 mil-
apportioned 100% of the habihty to USAIr and none to Ogden-Alhed, The dlspute centers on Colonial into the nearby Manasquan River lion occurrence-based primaiy
even though USAU had concluded before tnal that a Jury might find Foods Inc 's $173,000 pollution 11- and polluted it comprehensive general liability
Ogden-Alhed as much as one-third hable, prosecutors allege ability claim, which has spiraled Under the Comprehensive Envi- insurance policy from April 1979

USAU's loss apportionment amounted to a fraud against USAo, and into at least a $2 3 million claim ronmental Response, Compensa- through April 1983 Aetna also
its other msurers, the indictment charges for consequential damages and at- tion and Liability Act, also known wrote $10 million in limits excess

Each of the charges carnes up to flve years in pnson and fines of torneys -ees as the Superfund Act, the U S of $1 million for Colonial several
$500,000 for USAU and $250,000 for Mr Brennan Freehold, N J -based Colonial, Environmental Protection Agency years during the period, according

USAU and Mr Brennan, who retired last year, wlll plead not guilty, which processed chicken eggs, named Colonial in 1989 as a po- See Bad faith on page 14
their representatives say

"The government is attempting to cnminalize the kinds of good faith
decimons that are made every day m this Industry," USAU Chamman
Harold J Clark said Agency to pay Claims EAp directory

"No one was deceived, no one was defrauded, and the government
has proceeded on the bams of some unfortunate misunderstandings," in health plan fraud

deadline
added Mr Brennan's lawyer, Edward A McDonald

The mdictment mirrors allegations about PSA claims by Robert A approaching
Alpert, former director of claims for USAIG, who also has charged By DOUGLAS McLEOD of small businesses and individu- The June 26 issue of Business

USAU with self-deallng in its handhng of claims from the bomblng of als were lured into buying health Insurance will contain the an-

Pan Amencan World Airways Flight 103 over Lockerbie, Scotland Mr NEW YORK-In one of the final care coverage from New York's nual directory of employee as-
Alpert, who has testihed before the Brooklyn grand lury, was sued by steps of a sprawling class-action Empire Blue Cross & Blue Shield sistance program vendors and
Mr Brennan for defamation in a London court (BI, Dec 5,1994) lawsuit, a federal jury in New through a phony labor union set managed mental health net-

A grand jury also has been mvesttgattng the handhng of Lockerbie York has ordered a Los Angeles up by convicted felon William works The issue also will fea-

claims, including whether Pan Am and ltS Insurers suborned perjury insurance agency to pay $2 mil- Loeb (BI, Oct 3,1994) ture a Spotlight Report on
(BI, Oct 11, 1993) Sean F O'Shea, assistant U S attorney m Brook- lion to three victims of a massive After Empire terminated the mental health care topics
lyn, would say only that the USAU Investigation m contmumg health insurance scam that in- sham union's contract in 1990, Organizations that provide

volved hundreds of agents and al- about half of the policyholders employee assistance program

Texas may pass rate rollbacks legedly victimized more than were rolled over into a succession services or managed mental
10,000 people of allegedly fraudulent offshore health care services directly to

AUSTIN, Texas-The Texas Senate tins week wtll consider rate roll- Dennis Wilson Insurance insurers, including Winston Hill employers are eligible to be
backs for all lines of commercial hability msurance Agency Inc was ordered to pay Assurance Co Ltd, Anchorage listed in the directory

The House last week approved the rollbacks as an amendment to a the award to cover medical and Fire & Casualty Co Ltd, Old The directory is published as
bill designed to streamline the rate approval process A new state tort other expenses of three employees American Insurance Co Ltd and an editorial service and there is

reform law wlll create a "windfall" for insurers (BI, Feb 20), which of Los Angeles-based Champion First Assurance & Casualty Co no charge for companies to be
should pass it on to pohcyholders, states the amendment Carpet Mills, one of a host of Ltd, all of the Turks & Caicos Is- included However, to be in-

Under the House version, rates should be reduced up to 30% as of small businesses allegedly de- lands, Promed International Ltd cluded companies must com-
Jan 1, 1996 The blll calls on Texas Insurance Commissioner Elton frauded in the scheme of the British Virgin Islands, and plete and return a question-
Bomer to hold a heanng and issue rate reduction rules by Nov 1 Along with the Wilson agency, Provident Capital Indemnity Ltd naire to Business Insurance by

If a rate reduchon order has not been issued by Jan 1, 1996, or the the class action named more than of Dominica and Costa Rica the extended deadline of May
order is not final due to action like judicial mtervention, the House es- 500 defendants, including several Many of the defendants--in- 19

tablished reductions wlll take effect They range from 30% for profes- bogus ozfshore insurers and their cluding Empire and scores of If your company provides
sional habihty for physicians, health care providers and hospitals and operators and several hundred re- agents backed by errors and omis- EAP or managed mental health
25% for product hability to 10% for commemial multtpenl msurance tail and wholesale agents and bro- sions insurers-settled before trial care services directly to em-
and a 15% reduchon for "allhnes and sublmes of other commercial h- kers that marketed the allegedly for a total of about $10 million, ployers and would like to re-
abillty Insurance " The House also calls for a 20% mduction in com- phony health coverage according to Robert L Brace, a ceive a questionnaire, please
mercial automobile rates and 15% for personal auto An amended complaint filed m lawyer with the Santa Barbara, contact Editorial Assistant

Meanwhlle, the Texas Insurance Department's accreditation by the U S District Court in New York Calif, firm of Hollister & Brace, Ovie Dent at 312-649-5398

National Assn of Insurance Commissioners depends upon the passage last year charged that thousands See Fraud on page 23
of a bill includmg solvency-related changes before the Legislature ad-
loums May 29 The House passed the measure, HB 1243, last week

Texas avoided losing the accreditabon last year when a last-minute Treatment debate heats upcompromise gave it until May 1995 to change ltS law to increase the
number of dividends regarded as extraordinary (BI, March 14, 1994)

Payers in 'Catch 22' between claims of discrimination and ambiguity
Pre-existing condition bill

By CHRISTINE WOOLSEY proved their ability to success- However, one insurance 1ndus-

WASHINGTON-Most pre-exlstmg condition exclusions m group fully defend decisions to deny try defense attorney says even

health plans would be barred under legislation Introduced last week SAN FRANCISCO-Denying payment for medical procedures that strategy iS now in Jeopardy
The bill, mtroduced by House Ways and Means Health Subcommit- health care coverage for medical of questionable value by clarify- "The plaintiffs bar has recently

tee Chainnan Bill Thomas, R-Cahf,and co-sponsored by all subcom- treatments considered to be ex- ing contract language begun to respond with lawsuits

mittee members, seeks to eliminate "job lock"-being stuck in a job be- perimental or For example, most health care alleging that such exclusions un-
cause other employers' plans hmit coverage for pre-casting conditions inves-igational payers now list specific exclusions lawfully discriminate against pro-

The b11 would give employees who change Jobs credit for the GWAA has long been a in their health care contracts, tected classes," said Thomas E

amount of time they were covered by previous employers' plans Thls thorny issue for rather than use terms like "exper- Johnson, a partner in the Omaha,

credit would be used to offset any pre-existing medical condition ex- health care payers-and it ap- imental or investigational," which Neb , firm of Baird, Holm,

clusion m their new employer's plan, mcluding self-insured plans pears it's about to get more diffi- have been labeled ambiguous by McEachen, Pederson, Hamann &
For example, if an employee changing Jobs had been covend under cult the courts and interpreted in fa- Strasheim

a group health plan for one year and his or her new employer had a In recent years, insurers and vor of policyholders (BI, Aug 1, Specifically, plaintiffs are alleg-

mx-month pre-existing condition exclusion, the exclusion would not other health care payers have im- 1994, June 6, 1994, Jan 31, 1994) See Treatment on page 21

apply to that employee Many group health plans maintain pre-east-
ing condition exclusions of between three and mne months

To prevent so-called gamesmans}up, m which mdividuals wait to
Inside

Joln a group health plan until they get sick, the hmit on pre-eiastlng
medical condition exclusions would not apply to Individuals with a • More companies are turning to rabbi trusts to provide Class,flprk 18

60-day bmak in group coverage Health care plan waiting penods
retirement benefits to highly paid executives PAGE 6 For the Record

Global Briefs 17

would not be considemd a break in coverage • Patience has paid off on product liability reform, one of Insurance Services Guide . 19
See Updates on page 22 this week's editorials says PAGE 8 International 17
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California court rules city can be sued
By JOANNE WOJCIK The ruling resolves a discrep- mty," commented Richard Welch, have to be held to the same stan- city workers

ancy between the state's vehicle risk manager for the city of Los dard as private business," he To reduce this risk, both he and

SAN FRANCISCO-A ruling by code, which makes cities liable for Angeles added Ms Taines recommended that

the California Supreme Court harm caused by the negligent on- "It's a liability that has existed The plaintiff's appellate attor- public entity risk managers estab-
knocks down one of the few re- the-Job driving of city employees, for quite some time The sovereign ney in the case, Beatrice Taines of lish policies on vehicle use and
maining vestiges of public enti- and its government code, which immunity defense crumbled a Walnut Creek, Calif, agreed "It's train all employees
ties' sovereign immunity gives cities and police officers im- long time ago I know of few mu- not expanding liability, it'S al- The ruling in Thomas vs C:ty of

The state high court ruled May 1 munity from suits over injuries nicipalities that use it as a shield, ways been there " Richmond settles a conflict that

that California cities can be sued caused by people resisting arrest and none successfully," said Allen Under state motor vehicle laws, arose in the California appellate
for negligence by criminal sus- For the most part, cites in Cah- Impaglia, risk manager for the any employee who acts negli- courts over what circumstances
pects who are injured while flee- forma and other states have long city of Glendale, Ariz gently in the course of his or her will subject a city to liability for
ing from the police In this case, been liable for their employees "I also personally feel that lt'S employment can put the city at injuries caused to a fleeing sus-
an 18-year-old was left a quadri- on-the-job negligence improper for a municipality to try risk, said Ms Taines pect

plegic after being struck by a po- This is lust one more chink m to avoid legal liability That's not And the decision lS not limited Under California Government

hee car the armor of municipal immu- what government lS all about We to police, but would apply to all See Liability on page 21

Product liability
reform revitalizes

Breaking up is harder to do
Innovative building techniques ..

general aviation helping structures survive
catastrophes, reduce losses

By STACY SHAPIRO

SAN DIEGO-The U S light aircraft industry is taking By ROBERTO CENICEROS
off following the passage last year of federal aviation prod-
uct liability reform legislation California's ports-many built atop active earthquake

As a result of the change in the law, faults that slice through land formed from fill dirt-are 1

Cessna Aircraft Co plans to build a new prime testing grounds in the quest for new construction
plant in Independence, Kan, to build techniques that can withstand catastrophes IT

light aircraft The company expects to But the applicability of the findings are not limited to
.AKmnimm employ about 2,000 additional people by California's ports-they can apply to building construe-

next year tion in general Nor are the innovations restricted to the
,

The value of Piper Aircraft Corp 's assets, meanwhile, has West Coast

tripled following the passage of the law Piper hopes to Across the country, engineers and construction firms A iVt»-T-
emerge from Chapter 11 bankruptcy by late summer are developing and applying new building technology

But aviation underwriters question whether the legisla- that they hope will reduce losses in the event of earth-
tion will seriously boost a beleaguered industry or cause quakes, windstorms and even bombings

-   9 \W,

more problems than it will solve However, the mere existence of systems known to min-
President Clinton last August signed into law the General imize catastrophe damage does not always guarantee

Aviation Revitalization Act of 1994 The act forbids any their use The high cost of new construction techniques ..

civil actions for damages against manufacturers for death is often an obstacle, particularly if it is an untested
or injury arising out of an accident involving light aircraft method that may not translate into insurance savings
that seat fewer than 20 passengers and are at least 18 years Some techniques are so new that risk managers and
old More than 74% of all general aviation aircraft, which engineers are uncertain how well they will really work
includes all aircraft except commercial and military, are 18 Other methods, though, have already proved their worth
years or older, industry statistics show during the catastrophes of the last decade

The 18-year statute of repose lS superseded, however. in "I think we have learned some lessons and we are now *a

states that have lesser statutes of repose Thirteen states building some seismically sustainable facilities," said If.

have statutes of repose that range from six to 12 years Jane Keegan, risk manager for the Port of Oakland
The act also provides an 18-year statute of repose on com- The lessons learned at Oakland's port came during the

ponent manufacturers like engine or instrument makers 1989 Loma Prieta earthquake, which caused nearly $50
However, the period runs from the date that each compo- million in damage to a wharf built in the 1960s atop

TIM PETROS

nent is installed in the aircraft So, if a 19-year old plane rigid concrete piles The piles were anchored at angles Engineer Marc Caspe shows some of the devices designed
had a new engine installed recently, the plane's manufac- that restricted movement and caused the wharf to frac- to enable wharves at Los Angeles' port to survive a quake.
turer would be protected by the bill, but the engine manu- ture rather than flex

facturer could be sued But the port's other wharves, which were designed to about 1,000 tons each and load or unload containers
The legislation and ltS effects dominated conversation at be more flexible, held up in the quake So when it came packed with 25 to 40 tons of raw materials, parts and

the recent 19th annual Aviation Insurance Assn confer- time to rebuild the damaged facility, engineers were finished products
ence, held in San Diego April 30-May 2 quick to improve and expand on the techniques used on The weight adds to the stress placed on the wharves

The law, widely supported by aircraft and component the undamaged wharves when earthquakes rattle the ground

manufacturers, unions, and pilots, was less a product liabil- The new facility is now a model that engineers from "Look on Loma Prieta as a dress rehearsal that folks
ity reform bill than a "jobs" bill, noted E Glenn Parr, gen- around the globe continue to study, Ms Keegan said in Kobe didn't have-which is essentially a moderate

eral counsel for Piper Aircraft Corp in Vero Beach, Fla Its pilings are buried in rocks that give and rub against earthquake," Mr Wilson said "The advantage we had
General aviation manufacturers fought for the legislation each other, dissipating an earthquake's energy But they was we found the things that needed to be corrected

because their industry had nose-dived under the weight of also interlock the pilings in place during the shifting, ex- without a catastrophic loss We found our weak points
product liability litigation since the late 1970s plained John Wilson, manager of the Port of Oakland's and fixed them That is an advantage people in Kobe

"The act had the intended purpose of revitalizing the gen- design department never had

eral aviation industry," said J Thompson Thornton, part- A ductile frame lS built to move without failing It is "They needed that rehearsal, and unfortunately when
ner of Thornton, Davis & Murray, P A in Miami made of concrete with embedded steel If the cement they got it, it was one big one -

There has been a "remarkable decline" of the industry 10 fails, the steel should hold so damage repairs will be lim- Mr Wilson traveled to Kobe in March and found con-
particularly the last 15 years and "the most widely accepted ited to patching rather than complete reconstruction struction of the Japanese port relied on the use of mas-

culprit has been the significant increase in that period of Sturdy wharves are essential for minimizing business sive cement caissons he referred to as "static " There
time of product liability litigation and the subsequent sky- interruption problems for companies that depend on was little else for the rigid port facilities to do during
rocketing insurance costs to protect those claims," he said them They often hold multiple cranes that may weigh See Building on page 9

See Revitalize on page 15

Illi-Ylll MSAstop possible reforms: Rep. Archer
By MARK A. HOFMANN APPIP ical malprac- product liability bill passed by the clauses to limit coverage and en-

tice reform Senate last week couragement of small-group pool-

Ill- - i WASHINGTON-Don't expect will be added to the final product Rep Archer also said that if one ing, he said
 ' major health care or pension re- liability bill that will be ham- of his chief legislative goals-re- "I believe we will adopt some

I form legislation to be approved by mered out later this year by House placement of the federal income form of medical savings ac-
the current Congress, says the and Senate conferees, he told tax with some sort of broad-based counts," as well, he said Such ac-

I .M chairman of the House Ways and those attending last week s annual consumption tax-were ever real- counts would give the consumer,
Means Committee meeting of the Assn of Private ized, health care would be the one i ather than a third-party payer,

But legislation encouraging Pension & Welfare Plans in Wash- area exempt from the levy more power in the marketplace

medical savings accounts may be ington Health care reform will be gen- and help hold down costs, he said
among a handful of smaller re- The House included malpractice erally limited to a handful of in- Any MSAs, however, would be
forms that could be adopted, says reform m the comprehensive tort surance reforms, predicted Rep elective rather than mandatory,

AP/WIDE WORLD Rep VVilharn Archer, R-Texas reform package lt passed in Archer These will Include porta- he said
Rep. William Archer sees hope for The Ways and Means Commit- March Medical malpractice bility of coverage, restrictions on Rep Archer also said that he

elective medical savings accounts. tee chairman also hopes that med- awards were not addressed in the the use of pre-existing condition See Outlook on page 2
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Product
Continued from page 1
and limit the liability of sellers
who do not alter the goods.

The House bill would do many
of the same things, but it would
apply to all civil lawsuits. The
House bill also addressed medical

malpractice liability reform. At-
tempts to include medical mal-
practice provisions in the Senate
bill nearly scuttled it.

"It's not over yet; you have to
develop a consensus between two
different bodies," said Victor

Schwartz, general counsel to the
business-backed Product Liabil-

ity Coordinating Committee in
Arlington, Va.

"The business community has to
remain together," in support of
reform, said Mr. Schwartz.

"If this doesn't pass, nothing
passes, and it's hard for this ob-

server to see who gains in the
business community if this doesn't
pass," he said.

When members of the confer-

ence committee sit down, they
will have to bear in mind more

than the interests of their fellow

senators and representatives.
They will have to bear in mind the
man sitting at the other end of
Pennsylvania Avenue.

President Clinton has vowed to

veto any bill that caps punitive
damages. Last week, his press sec-
retary said that while the Senate
bill was an improvement over pre-
vious bills, it didn't go far enough
in balancing the interests of con-
sumers, businesses and retailers.

That statement indicates that

even the Senate measure won't

pass White House muster, said
Larry Stewart, president of the
Washington-based Assn. of Trial
Lawyers in America and a partner
in Miami's Stewart, Tilghman,

Fox & Bianchi.

Vetoing the bill, though, would
be "political suicide" for the pres-
ident because 15 Democrats-

one-third of all Senate Demo-

crats-backed the measure, con-
tended Tom O'Day, associate vp
of the Alliance of American Insur-

ers in Washington.
That level of Democratic sup-

port is one reason why last week
the bill seemed to have a good
chance of passing and winning
presidential approval.

"Where I was cautiously opti-
mistie a few weeks ago, I'm very
optimistic now" that reform will
become law, said Mr. O'Day. He
added that he believes the final

bill willlook more like S. 565 than

the House measure.

"I liked the vote not simply be-
cause we got 60; I liked the com-
position of the vote:" said Mr.
Schwartz. Six of the eight women
in the Senate supported the bill,

STABILITY. CAPACITY. SERVICE.
LET'S TALK UMBRELLA.

including such liberal lawmakers
as Sens. Barbara Mikulski,
D-Md., and Carol Moseley-Braun,
D-Ill., he pointed out.

The overwhelming support
given by women senators indi-
cates that contrary to critics'
charges, the bill does not discrimi-
nate against women, he said.
Some critics have charged that
product liability reform would
lead to unsafe birth control de-

viees and formulas limiting puni-
tive damage awards discriminate
against non-working and low-
wage women.

The margin of victory in the
Senate could have been even

greater. Two lawmakers who sup-
ported the measure did not
vote-Sens. Joseph Lieberman,
D-Conn., who had a family emer-
gency, and John Warner, R-Va.,
who was hospitalized.

"What I think we saw was a fi-

nally a consensus arising around a

Fireman's
Fund

Specialty

ESTABLISHED 1863•MEMBEROF ALLIANZ GROUP • 'A'RATED BY AM.BEST.•CALL 800-862-8570 •8:00-5:00 RS.T,

particular bill which like every
other bill is not perfect, but this
certainly represented much more
of a consensus than supported any
other legislation." said Mr.
Schwartz.

The House and Senate product
liability votes came less than a
year after passage of a general
aviation liability bill in August
1994. Supporters of the general
product liability measures credit
the earlier bill with helping to set
the stage for broader measures.

Opponents of the aviation bill
said it would result in shoddily
made, unsafe planes and that sup-
porters' contentions that the bill
would create jobs were un-
founded. Yet after less than a

year, 8,000 new jobs have been
created and no one has claimed

that the planes are unsafe, said
Mr. Schwartz (see related story,
page 3).

People who generally have sup-
ported pro-business product lia-
bility bills in the past view the
Senate bill differently.

The Senate bill is simply a bet-
ter bill than the more expansive
House version because it contains

provisions such as the statute of
limitation, said Mr. O'Day. "That
speaks to the 14, 15 years of work
that the Senate has been doing,"
he said. "I think they have a bet-
ter grasp of product liability."

"This victory will serve as a
beachhead for expanding product
liability reforms to other areas of
civil litigation in the future," pre-
dicted Paul Huard, senior vp of
the National Assn. of Manufactur-

ers in Washington. He called the
vote a "new era in legal system
sanity."

Chris Mandel, chairman of the
government affairs committee for
the Risk & Insurance Management
Society Inc. and director of risk
management for KFC Corp. in
Louisville, Ky., said that while
"we're happy to see that there
have finally been some legislative
decisions made," the bill doesn't
meet all of RIMS' goals, which
call for broader liability reform.

"It's progress, but for all of us
who don't actually manufacture
and have a products exposure, I
consider it a major shortfall in
terms of what our overarching ob-
jectives were," he said.

The National Federation of In-

dependent Business is also short
of totally satisfied with the Senate
bill, said Kent Knutson, legisla-
tive representative for the NFIB
in Washington.

"We tried as hard as we could to

extend" the bill's protections to
other forms of civil law, he said.
"We were disappointed it wasn't
expanded to all cases."

But the cap on small business'
liability should help stabilize lia-
bility insurance rates for those en-
terprises, said Mr. Knutson. The
cost of liability insurance is cur-
rently No. 5 on NFIB members'
list of the 75 biggest problems fae-
ing them, he said.

Nevertheless, "this is the first
time trial lawyers have lost any-
thing in the Senate in 200 years,
and we're not going to count them
out yet," he said. "It's a major vic-
tory. We're excited that this is the

first time ever we got something
through."

Trial lawyers, though, are not
throwing in the towel.

"If it goes to a conference com-
mittee, we have to wait and see
what comes out of the commit-

tee," said ATLA's Mr. Stewart.

"If there is any loading up of
this in conference with other pro-
visions, such as what was in the
House bill or what was pending in
the Senate and was stripped out,
we will fight it as hard as we can,"
he said. , ,#3
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Tax law changes prompt rise in rabbi trusts
More companies are turning to

rabbi trusts to provide supple-
mental non-qualified retirement
benefits to their highly paid exec-
utives.

Among 194 employers that have
established rabbi trusts since

1978, 35 set up their first trust in
1994, up from 18 new trusts in
1993 and 13 new trusts in 1992,

according to a new survey on the
use of rabbi trusts by Hewitt As-
sociates L.L.C.

In all, 38% of employers with
non-qualified plans surveyed by
Hewitt Associates said they have
adopted a rabbi trust to provide
benefits.

Last year's growth in rabbi
trusts-a non-qualified plan so
named because a Jewish syna-
gogue sought Internal Revenue

Benefit Beal

Service permission in the 1970s to
establish such an arrangement for
its clergy-coincides with changes
in the tax laws that have drasti-

cally reduced the amount of bene-
fits that employers can provide
highly paid executives through
qualified pension plans.

A 1993 tax law, which took ef-
feet last year, slashed the maxi-
mum employee's wages that an
employer can use in computing
qualified pension plan benefits
and contributions to $150,000
from $235,840.

The reduction in the so-called

covered compensation limit-en-
acted to increase government tax

revenue-could decrease benefits

by as much as 40% for future re-
tirees, consultants earlier esti-
mated.

As a result, non-qualified bene-
fit plans like rabbi trusts are in-
creasingly being used to supple-
ment retirement benefits.

The government does not place
any limits on how much an em-
ployer can contribute to a rabbi

trust, though an employer only
can take a tax deduction at the

time benefits are paid out to em-
ployees. As a non-qualified plan,
a rabbi trust only can be offered
to a select group of a company's
executives.

But rabbi trusts offer advan-

tages over other types of non-

qualified plans. Employers can
fully fund benefits promised

through rabbi trusts, giving par-
ticipants a greater sense of secu-
rity, noted Bob Romanchek, a He-
witt consultant in Lincolnshire,
Ill.

For example, if a company were
bought out in a hostile takeover,
the assets in a rabbi trust could

not be seized by the acquiring
company. However, rabbi trust
assets have no special protection
from creditors in the event a com-

pany files for bankruptcy.
Still, that additional-if limit-

ed-security is important to exec-
utives at a time when a greater
proportion of their retirement
benefits will be provided through
non-qualified plans.

Rabbi trusts are becoming bet-
ter funded, the Hewitt survey
found. For example, 50% of rabbi

Tew Horizons.

New Strengths.
Another year of improved operating results'

William 0 Bailey Chairman

1994 marked the twenty-fifth anniversary of Terra Nova Insurance Company's formation and
the creation of a new company in Bermuda, Terra Nova (Bermuda) Insurance Company Ltd.

This is designed to facilitate the continuing expansion of London business alongside
the development of business in the growing Bermuda market.

.

.

.

Highlights of 1994 Results

Operating profit increased to US$25.5 million from US$19.2 million before realised
investment gains.

Pre-tax earnings reduced to US$41.2 million from US$49.7 million due to lower
investment gains.

Fully paid share capital increased to US$80.9 million from US$27.4 million.

9.5% increase in gross written premiums due to growth in property and marine
classes. 1

Shareholders' funds lower at US$155.6 million reflecting impact of higher interest
rates on fixed income mvestment.

Unaudited shareholders' funds at 31st March 1995 increased to US$151.3 million.

Terra Nova Insurance Company Limited

Audited financial highlights for year ended 31st December 1994
1994

Gross premiums written

Net premiums written. -

Operating profit before taxation, »
Shareholders' Funds

Solvency margin (shareholders' funds/net written premiums)

US$'m

$366.9

282.4

41.2

135.6

48%

Terra Nova (Bermuda) Insurance Company Ltd.,
created on 21st December 1994, ended the year with
7<r shareholders' funds of US$55 million.

Arra Nova Insurance

Company Limited

Terra Nova House, 41-45 Mincing Lane,
London EC3R 7SP

Telephone: 0171-283 3000

1993

(restated)
US$'m

$335.1

256.4

49.7

163.8

64%

[erra Nova (Bermuda)

Insurance Company Ltd.

Dallas Building,«7 Victoria Street,
Hamilton HM11, Bermuda

Telephone: (809) 292 7751

trusts used as a deferred compen-
sation plan are fully funded, while
32% of the trusts used to provide
supplemental defined benefits are
fully funded.

That's a change from the late
1970s and 1980s, when full fund-

ing of rabbi trusts was triggered
by a specific event, such as a hos-
tile takeover attempt.

Advance funding, Mr. Ro-
manchek notes, allows assets to

build up and later be used to pay
promised benefits.

Copies of "Employer Experi-
ence with Rabbi Trusts" are avail-

able for $50 from Diane Schuett,
Hewitt Associates L.L.C., 100
Half Day Road, Lincolnshire, Ill.
60069; 708-295-5000.

-By Jerry Geisel

Xerox expands program
STAMFORD, Conn.-Xerox

Corp. is expanding its LifeCycle
Assistance program to provide
mortgage assistance for employ-
ees who are first-time home buy-
ers and money to help employees
buy health insurance for extended
family members.

Xerox, widely admired for its
innovative benefit plans, intro-
duced the LifeCycle program in
1993. The strategy behind provid-
ing so-called "life cycle" benefits
is to assist employees in balancing
work and family demands and to
provide money for expenses not
covered by Xerox's traditional
benefit plans.

Xerox employees who meet eli-
gibility and service requirements
receive $2,000 a year for all avail-

able LifeCycle assistance pro-
grams, up to a lifetime maximum
of $10,000.

The company's program already
provides a sliding-scale child care
subsidy that reimburses a portion
of qualified child care expenses
over the course of an employee's
career.

Beginning May 1, employees can
use LifeCycle money to put to-
ward the down payment or clos-
ing costs for a new home. The
mortgage assistance benefit for
full-time employees is $2,000 or
2% of the purchase price,
whichever is less. Only first-time
home buyers with at least five
years of service at Xerox are eligi-
ble.

Employees also will be able to
use LifeCycle money toward the
purchase of health insurance for
household members not generally
eligible for coverage under Xerox
health plans.

Household members who qual-
ify under the program include em-
ployees' domestic partners of the
same or opposite sex, parents,
grandparents and siblings who
live with the employee.

Eligible employees can get up to
$1,000 per year toward the pur-
chase of health insurance, but the
insurance must be purchased out-
side the Xerox health plans and
paid for by the Xerox employee.
The household member, other
than domestic partners, must be
claimed as a dependent on the Xe-
rox employee's federal tax return.

Employees can allocate the
LifeCycle money, which is
counted as taxable income, on any
combination of child care, mort-
gage assistance or health insur-
ance needs.

The Segal Co., a New York ben-
efit consulting firm, helped Xerox
create the LifeCycle program.
Metropolitan Life Insurance Co.
of New York administers the ben-

efit program.
-BY Christine Wootsey



1817



O-Lxir-n-' -.1 m- 1 nnA

eee

1.C-r.

44

441*:

0

4

14



4

"'T .5,5 *V .4 4*:*

.....-

Separately, they explored; together,

they pioneered America. When you

stop and think about it, we owe a lot to

Lewis and Clark. Together, their willpower,

integrity and commitment helped define

our country. It was a genuine spirit of

leadership all too rare in today's world.

We're Met DisAbility. And we're making an

open and genuine commitment to our cus-

tomers. A commitment to provide

unprecedented levels of service,

responsiveness and innovation in group

disability coverage. A commitment of

broad and dedicated resources, strength-

ened by the MetLife® acquisition of

Travelers Managed Disability Services.

At Met DisAbility, our focus is on setting

new standards and pioneering ways for

improved customer service. Because when

powerful resources combine forces, it's

amazing where commitment can take you.

0 Met DisAbility
We put abilities to work=

1-800-METLIFE
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©1995 Metropolitan Life Insurance Co., One Madison Ave., NY, NY
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EBRI exec sees silver lining
where others see dark clouds

By JERRY GEISEL

WASHINGTON-Predictions of

gloom and doom notwithstanding,
the nation's retirement income

system has

Appwp never been

healthier, the

head of a benefit research organi-
zation says.

Signs of that robust health, says
Dallas Salisbury, president of the
Washington-based Employee
Benefit Research Institute, in-
clude:

• More people than ever-
thanks to vesting reforms man-
dated by a number of federal
laws-are entitled to receive a

pension benefit.
• The number of people covered

by pension plans continues to
grow.

• Rather than giving up on their
defined benefit plans, hundreds of
employers in recent years over-
hauled the plans to make them
more attractive to participants.

For these and other reasons,
private pension plans are stronger
than ever, Mr. Salisbury said last
week at the annual Washington
conference of the Assn. of Private
Pension & Welfare Plans.

His upbeat remarks are a de-

cided contrast to the negativism
often expressed by pension ex-
perts about the state of the retire-
ment income system in general
and employer pension plans in
particular.

Among other things, experts
cite declining numbers of employ-
er-sponsored defined benefit pen-
sion plans and the financial prob-

Dallas

Salisbury's views
are in decided

contrast to the

negativism often
expressed about
the state of the

nation's

retirement

income system.

lems of the Social Security pro-
gram as examples of growing
strains on the retirement income

system.

But, these problems need to be
considered in a broader context,

Mr, Salisbury suggested.
Thousands of employers have

added new defined contribution

plans, leading to an overall in-
crease in the number of people
coveredbycorporatepension
plans. In 1990, the last year for

which complete information is
available, 77 million people were
coveredbycorporatepension
plans, up from 45 million in 1975.

"Millions of people are getting
benefits that they never had," Mr.
Salisbury said.

In addition, liberalized vesting
schedules have resulted in a vir-

tual explosion in the percentage
of plan participants entitled to re-
ceive benefits. About 86% of par-
ticipants now are vested in a ben-
efit, up from just 52% in 1979.

Defined benefit plans, while de-
dining, are hardly dinosaurs. Be-
cause most terminations have

been among the smallest firms,
the number of people covered by
the plans has held steady in recent
years at about 39 million.

In addition to liberalizing vest-
ing schedules, employers are tak-
ing other steps to make their pen-
sion plans more meaningful to
employees, Mr. Salisbury said.

For example, hundreds of em-
ployers in recent years adopted
innovative defined benefit plans,
like cash balance plans, which are
designed to provide better bene- ·
fits-compared with traditional
final average pay plans-to em-
ployees who stay with a company
for only a few years.

AT LEAST HE CAN COUNT

ON HIS D&0 INSURANCE

UALITY MATTERS WHEN YOUR CLIENT IS UNDER THE GUN. That'swhy it makes sense to look to RLI for D&0 insurance. A.M. Best rates us

"A' (Excellent). Our career D&0 underwriters average 12 years in the field. We
are flexible enough to write admitted and non-admitted policies up to $10 million
in limits and maintain rock-solid reinsurance.

Together, this all spells strength, stability, and experience. In other words, quality.
If quality matters to you, call our specialists today at (619) 689-2696.

RLI
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"High employee turnover al-
ways has been with us, but only
now are we designing plans to
meet the needs of" short-term

workers, he said.

Another encouraging develop-
ment is that individuals are be-

coming more aware of the need to
take individual responsibility and
save toward their retirement.

This gradual change in em-
ployee attitudes is the result of
several factors, Mr. Salisbury
said. Increased discussion of the

financial problems of the Social
Security program has increased
employees' awareness that they
cannot depend on the federal pro-
gram as an exclusive source of re-
tirement income.

Outlook
Continued from page 3
believes medical malpractice re-
form is necessary to control health
care costs.

"We desperately need to have
litigation reform," he said, adding
that the House passage of a com-
prehensive civil justice act in
March marked the first time in 40

years that the plaintiffs bar had
been "defeated" in the House.

"I don't believe we're going to
do much of anything about pen-
sions," he said. The reason for the
probable lack of action is simple,
said Rep. Archer. The Republican
leadership is committed to bal-
ancing the budget by 2002. Any
savings the current Congress can
achieve will go toward deficit re-
duction, he said.

Republicans are also committed
to Medicare reform by slowing the
growth of spending for the pro-
gram, said Rep. Archer. But re-
form "will be one of the most dif-

ficult things we take on this
year," he predicted as he blamed
President Clinton for having "va-
cated the playing field" on the is-
sue.

Something Congress is not

A changing message from em-
ployers also is increasing em-
ployee awareness of the need to
take individual responsibility and
not to depend exclusively on com-
pany-provided pension plans.

Employers "are schooling em-
ployees in the end of patel·nalism
and an end to the entitlement

mentality. This pattern will not
reverse," Mr. Salisbury said.

And Republicans and Demo-
crats alike are pushing for legisla-
tion that would expand individual
savings, Mr. Salisbury said. Both
political parties, for example,
back legislation to expand the op-
portunities for employees to con-
tribute to individual retirement

accounts. El

likely to take up this year but
which remains high on Rep. Ar-
cher's list of legislative goals is
tax reform.

The existing system can't be
fixed merely by reforms-Con-
gress must "tear it out by its
roots" and replace it with some-
thing else, he said. While Rep. Ar-
cher regards the single-rate "flat"
income tax advocated by many
other Republicans as an improve-
ment over the current system, he
advocates replacing the income
tax entirely with a broad-based
consumption tax. Such a tax, the
details of which have not been

worked out, would resemble a na-
tional sales tax, probably at a rate
of about 16%, he said. The only
exemption, other than some sort
of rebate for taxes paid on food by
low-income citizens, would be on

health care, because it doesn't
make sense to add to its cost at a

time when everyone's emphasis is
on holding costs down, he said.

Chances are "very slim" that
any tax reform will occur during
the current Congress, he said. But,
if President Clinton fails to win

re-election, there is a good chance
for reform if his successor is sym-
pathetic to overhauling the sys-
tem, Rep. Archer said. [Ul
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Group-linking software „ «1 -
. 6-E EDIT SEARCH SAVE PR NT Mr Gire after seeing a demonstration of

47« 0
i. The in- Notes, Mr. Walters said he realized

surer has "it came with many of the capabili-
f i Automation L.S moun- ties we had identified, and they

f-. - #490.5 tains of were right in the box "

helping insurance world informa- After implementing Notes, the in-
p: -

tion "tai- surer gave it 135 tasks to be com-lored for eac situation and each pleted over the life of a policy, in-
risk," Mr Gire noted "Notes gives cluding identification of a potential

By MICHAEL BRADFORD Groupware cuts us the ability to handle that free- client, binding coverage and work
form information Things that used that continued after a policy ex-

G
roupware is revolu-
tionizing the way in- repetitive work, to be on memos are now associated pired

: A with the more structured 1nforma- "What Lotus did for us was cap-
surers do business

The concepts be- speeds up flow tion on a policy " ture Information about the cus-

It was the challenge of giving- tomer and made it available to the
hind groupware- of documents structure to lots of information that team members" working in various
software programs .1 led Continental Insurance Co to parts of the country, Mr Walters

designed to let many users commu- begin using groupware in 1992, ac- explained
nicate simultaneously-are so com- cording to Mr Walters, who was "Any team member can go online

chief information officer of the in- at any time and see how the others
surer's specialty operations group are progressing, he pointed out "It

makes it so appealing to insurers is
i J

t
simple sharing UNWir

before Continental's recent merger allows one team member to use the
with CNA information gathered by another."

"lt's real important to draw the - Continental's large-risk unit was Lotus' Mr Murphy said docu-
distinction that groupware is a con- \ handling a small number of ac- ments in Notes "can contain liter-
cept in behavior," said John R ( counts but ones "that had a ally any type of information, in-

d

Flynn, senior vp in domestic 1 large number of important tasks cluding voice, images and video.
claims-technology development at that had to be completed on Anything that can be digitized can
American International Group Inc time and with the proper re- be a component of a Notes docu-
in New York "It's less about tech- views," he explained. ment "

nology and more about understand- Continental considered a tra- The ability to replicate informa-
ing the behavior of people-how ditional systems approach, but tion is what makes Notes a break-
you match the two " through technology, Mr Murphy

The programs are particularly pointed out "It's the ability to syn-
well-suited to the document-heavy chronize databases or applications
insurance business The basic prem- no matter where you are in the
ise behind groupware is to allow an world If 1 make a change, m>
unlimited number of users to col- change is synched up with all other
laborate on a proiect at any time, in 9.:.: L ip ..1'. databases on that application It car.
real time, and to track the location be seen all across the system "
and progress of the project

-, r

Mr Murphy, who was director of
"It's added a new dimension to Lotus Corp in Farmington, Conn

information systems and one that is It ts a process so different from
being greeted with a lot of favor," traditional systems that users are 4 /

business planning at The Travelers
Insurance Group Inc. before joining
Lotus, said Travelers used the tech-

said Douglas Walters, chief mforma- able to "think m completely differ- nology to speed up work flow.
tion offlcer of CNA Insurance Cos' ent ways about their businesses," 4 k ../.:

specialty operations division in Mr Murphy saic When top manag-
Travelers uses queues in Notes to

house information and tell users
New York ers see what Notes can do, they of- when certam functions should be

Insurers are finding the technol- ten turn to their information sys- performed on a prolect, what the
ogy particularly useful in dealing tems manager and say "Let's get it work should be, how long the pro-
with producers in here," he added, a reversal of the ject has been in the queue and

Mr Flynn said Lotus Corp 's traditional practice of leaving infor- k :: , 3 where it was beforehand, he ex-
Notes product, the most popular of mation systems departments to de- plained
the growing range of programs, has velop system databases The insurer was able to eliminate
allowed AIG to build links with bro- In four years, Notes has increased work-flow bottlenecks, and "pro-
kers that allow the two sides to dis- productivity at Fireman's Fund, Mr ductivity skyrocketed," said Mr
cuss risks, coverage information Gire said The insurer has about See Groupware on next page
and pnce and eventually bind cow 2,700 users and expects that about
erage from their desktops 4,500 will be sharing information

Old methods took "90 to 120 through Notes by the end of this
days to wrap up some insurance year "Our personal insurance divi-

1 ,/.
'

processes," said Mr Flynn Now sion is completely on Notes," along A

AIG is cutting that time in half by with the company's information
using Notes "It's tremendous in its services, corporate and finance de-
service capacity " partments, Mr Gire said

Not only is groupware saving in- Fireman's Fund expects all its
surers time, it's saving them money commercial insurance offices

At Fireman's Fund Insurance Co, around the Unred States-about 40

savings have been "substantial," locations-will be ted into the tion regarding that area-for exam-
said Mark Gire, manager of office Notes system by the end of the ple, the cost of coverage for similar
information systems at the Novato, year nsks The user clicks again and taps
Calif.-based company "We have Mr Gire agreed that the ability to mto research information regarding *3X 1

seen some real dollar savings," he share Information is what makes such risks, underwriting guidelines *1

noted, declining to say how much Lotus Notes and groupware a revo- or other documentation If under-
the insurer has pocketed lutionary idea. "Word processing writing guidelines have been up-

Much of the savings is unquanti- and spreadsheets made processes dated, the changes are highlighted ..8/7 i
fied, though, because it's "really a more efficient-you could edit doc- m red and marked with a star

.

quality issue and it's hard to mea- uments or do calculations faster Users at other locations can view

sure how much you save with bet- But there was no sharing of mfor- any information as soon as it is
ter information," Mr Gire added mation " added to the file

Groupware is a big leap for an in- Tracking a policy application As each user completes work on
dustry that traditionally has shuf- shows how information that is in- the file, it is moved to the next sta-

r

fled paperwork from place to place put and accessed from a number of tion
via computer or courier only to locations can increase efficiency Like those at AIG, Fireman's Fund \
have it sit in one spot, inaccessible An application for coverage is en- underwriters are linked with pro- 5,

Until it is released to the next de- tered into tne groupware system ducers and have the ability to
partment from a forms generation package quickly track the status of policies

It is a "paradigm-shift technol- Key fields or_ the form already are "We don't have to track down ev-
ogy," said John Murphy, marketing linked to Notes, allowing a user to erybody Involved to see what has i- 3

development manager-insurance at click on a fiela and view 1nforma- happened with the contract," said
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Continued from previous page
Murphy.

A study completed last year by In-
ternational Data Corp. shows Travel-
ers spent $88,897 implementing
Notes and recouped its cost in about
21 months.

Mr. Flynn said AIG uses the system
to communicate with outside attor-

neys who work for the insurer. A
message over the system will alert at-
tomeys of the need for a pleading or
other document, for example, and
the file is transmitted to the proper
department at AIG.

While Lotus was first into the

groupware field with Notes and con-
tinues to hold the lead, other soft-
ware companies are developing prod-
ucts that can be used with Notes or

can stand alone.

Software giant Microsoft Corp. is
chasing Lotus with its Exchange en-
try into the groupware marketplace,
and some insurers are combining ele-
ments of the two products.

Introduced in 1994, Exchange op-
erates on the same groupware prind-
ple as Notes, integrating electronic
mail, scheduling, electronic forms,
document sharing and other func-
lions with users' ability to pass the
information easily between them.

AIG has bundled tools from Mi-

crosoft and Lotus Notes to create In-

telliRisk, a Windows-based risk man-

agement information system that al-
lows brokers and AIG policyholders
to retrieve and share information on

claims and policies and to generate
standardized or customized reports.

Mr. Flynn said IntelliRisk boasts
about 125 accounts and AIG expects

twice as many to be logged on by
the end of this year.

FirstClass, developed by SoftArc
Inc. in Markham, Ontario, is a prod-
uct that has taken the concept of
electronic mail and expanded it to al-
low businesses to do much more

than just swap messages.
"The main application is to allow

users to collaborate or disseminate

information about their business,"

said Scott Welch, vp at SoftArc.
"Groups of users can form virtual
communities where they have inter-
active or collaborative discussions."

He explained that SoftArc operates
like forums on CompuServe, where
users with common interests gather
for online discussions. But, FirstClass
allows the forum-like services to be

built quickly and inexpensively with-
out using an online operation like
CompuServe.

IT'S ONLY PAPER

IF YOU BUY THE WRONG KIND

H

In addition to conferencing, First-
Class provides some of the forms
processing and database access that is
found in Notes and Exchange.

Until now, SoftArc hasn't targeted
insurers as customers. But, Mr.

Welch said development of a new
server for Microsoft Windows makes

the product more attractive for large
companies with many users, like in-
surers.

And, cost is an attractive FirstClass
feature. The server costs $95 and a li-

cense for five regular users is $395.
Signing up with Lotus costs about

$275 for each Notes user. Lotus

Notes Desktop, a more simplified
version without all the Notes fea-

tures, sells for about $155 per license.
Lotus Notes Express is an introduc-
tory version that has an estimated re-
tail price of less than $100 per li-
cense. izl

is company invested in a
portfolio of AAA-rated collateralized mortgage obligations that was

decimated by unexpected interest rate activity. Some CMO tranches represent
outstanding value for the related risk; others are so risky as to be

virtually unmanageable. In pursuit of attractive yields, his company forgot
that reinvestment risk can be just as dangerous as credit risk.

We have the expertise and the tools to help our clients maximize returns
and minimize risk in CMO portfolios.

Please give us a call if you would like more information
on how we can help your company.

Smdder Insitrance Asset Management
Investment Management for Insurance Companies

Sabra J. Bartlett, Marketing Director

Scudder Insurance Asset Management
Two International Place

Boston, Massachusetts 02110-4103

617-295-2276

800-225-2471

Groupware applications
earn their keep on
ITT Hartford's team

By MICHAEL BRADFORD

hen l'IT Hartford

WGroup Inc.

needed an effi-

cient way to
solve a problem
in human re-

sources about three years ago, it
took a look at groupware.

The insurer had to find a way to
make its human resources policies
and procedures easily available to a
diverse group of executives in dif-
ferent business sectors and areas of

the country. What it found in
groupware not only solved that
prob.em but has added speed and
efficiency to a lot of other processes
at ITr Hartford.

"Everybody was pointing at
Notes as the tool" that would pull
the different sectors together, said
Ken Holyst, specialist in the insur-
er's information technologies strat-
egy unit.

Notes, the Lotus Corp. product
that jominates the market, let the
executives in the human resources

project discuss policies and proce-
dures and make improvements
from any location. This was a great
benefit because "their schedules are

such that they are all over the
place." Mr. Holyst pointed out.

Such sharing of information is
groupware's hallmark. The software
progtams allow users to collaborate
because changes to files are repli-
cated instantly throughout the sys-
tem, and more than one user can
access a file at one time. Also, users

can access the system at any hour.
After its initial success, ITT Hart-

ford created a shared-server area

and handed out 200 Notes software

licenses to users in various depart-
ments. The insurer found that

Notes could provide efficiencies in
so many areas that it is now avail-
able to about 1,000 employees.

Groupware is particularly suited
to situations in which there is a re-

mote user, like a home worker or

salesperson on the road, Mr. Holyst
explained. "In addition, we found
it useful for areas that normally col-
laborated via telephone, mail or
walking information" to another
location, he said.

Mr. Holyst said the technology
"is perfect for the sales professional
in the field because they're able to
use Notes to communicate with the

home office."

ITT Hartford's life insurance

salesfeople are able to dial in using
portable computers to access cover-
age information like policy limits,
backgfound on clients' businesses,
or simply to check their electronic
mail.

Access isn't limited to normal

work hours, Mr. Holyst noted, be-
cause the sales force and other us-

ers can tap into the system from
the road at night or on weekends.

l'IT Hartford doesn't expect to
limit its groupware offerings to Lo-
tus products.

"When we started the groupware
venture, we decided groupware was
more than Notes," Mr. Holyst re-
marked. "Our approach is one of a
toolbox."

He said the insurer expects its
system will have products from
vendors other than Lotus that in-

clude work management, confer-
encing and calendar features.

"We see groupware as anything
that can foster teamwork," Mr. Ho-
lyst sadd.



Security concerns limiting utilization of Internet
By ROBERTO CENICEROS

any insurers are in-
trigued by the pos-
sibilities of reaching
potential clients via
the Internet and

abconducting busi-
ness over that global network

Consider this scenario: A curious

computer user browsing the Inter-
net's World Wide Web comes across

a graphic image of Massachusetts Mu-
tual Life Insurance Co.'s brick home-

office building and some basic infor-
mation about the company.

Springfield, Mass.-based Mass-
Mutual is among a few insurers that
have floated a "home page" on the
World Wide Web--a subsection of

the Internet-that gives a summary
of the company and its products.

Although the idea of using the in-
formation superhighway is tantaliz-
ing, it's not without drawbacks.

"The reason everyone wants to be
there is because iCs neat," said Ken

Shaurette, information security spe-
cialist for American Family Mutual In-
surance Co. in Madison, Wis. But,
there is no business justification to
use the Internet, especially given the
security problems it poses, he said.

Indeed, security is a huge stum-
bling block to use of the Internet for
commerdal insurance transactions.

Knowledgeable insurers say banks
and credit card companies will lead
the way in using the Net for commer-
cial transactions long before the in-
surance industry jumps in. And, if in-
surers do use it, it won't be until the
communications giants such as MCI
establish Internet communication

lines capable of ensuring privacy and
providing appropriate security.

For now, the Internet remains an

uncontrolled network open to any-
one with a computer.

Most computer transfers of data be-
tween agents and insurers or between
policyholders and insurers are now
done across dedicated phone lines
rather than on the wide-open Net.

To guard against hackers brealdng
into those lines, insurers have turned
to various forms of recently devel-
oped computer technology.

A growing number of companies
are creating encryption programs that
scramble messages until a keyholder
unscrambles them, "firewalls" to pro-
tect computer systems ' from outside
intruders, and credit-card-sized num-

ber generators that produce a new
password every 60 seconds.

One of those "dynamic tokens" is
sold by a company called Security
Dynamics in Cambridge, Mass. Secu-
rity Dynamics' "SecurID" has a liq-
uid-crystal display of numbers that
are synchronized to change with cor-
responding numbers on a file server.

To log into a company computer
system from a remote site, a user
must key in a personal identification
number along with the current num-
ber on the card. Such "smart cards"

now are used by some insurers, such
as UNUM Life Insurance Co. of

America in Portland, Maine.

"We find it very effective in that it
helps us support dial-up access," said
Lynda Fleury, UNUM manager of in-
fonnation security services in Port-
land. She said that using the smart
card, brokers, executives, employees
and computer support staff can gain
access to the company's computer
data and electronic mail system.

The card works in combination

with a "firewall" on a minicomputer
that filters out unauthorized calls and

zonnects legitimate calls to a larger
system where pertinent data is stored.

While there are a growing number
of products to bar unauthorized users
from entering a system, potential

problems posed by someone with au-
thorized access remains the greatest
security challenge for companies.

"Sadly, the greatest threat comes
from inside your own organization,"
according to a report titled "Current
and Future Danger" from the Com-
puter Security Institute, a San Fran-
dsco-based organization for data secu-
rity professionals.

"Most theft of proprietary informa
tion, disruption of availability, corrup-
tion of integrity and loss of confiden-

FILE EDIT SEARCH SAVE PREPH ' tiality is
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cess to in-

forma-

tion sys-
tem resources from within your pe-
rimeter," the study states.

The report was not written specifi-
cally for the insurance industry, but
the concern applies, said American
Family Mutual's Mr. Shaurette, a
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member of the Computer Security In-
stitute. "I think you would find insur-
ers are not willing to admit how bad
off they are" in terms of potential se-
curity problems.

While it may come as no surprise
that future use of the Internet re-

mains a question mark because of se-
curity concerns, Mr. Shaurette said
many questions about the technol-
ogy in use today are unanswered.

The demand for the remote use of

computers and new technology grew

so fast that there has not been time

for security efforts to mature, he said.
There is a lack of standardization

among computer communications
equipment and available security
products.

Because of such concerns, some in-

surers prefer to stick with mainframe
systems rather than implement
newer technology. Mainframes have
been around for many years, long
enough for security procedures to ma-
ture, said Mike Liddy, vp of opera-
tions for Fremont Pacific Insurance

Group Inc. in Glendale, Calif.
See Securkty on next page
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More capacity.
Fewer letters.

There's a lot that's new at Phoenix Reinsurance

Company. For starters, there's our name. On July

31, we became PXRE Reinsurance Company.

Actually, we've been trading as PXRE in Europe

for years, and the new corporate name reflects the

fact that, by the end of 1993, the majority of our
business was coming from outside the USA.

But there's more. Such as an upgrading of our

Best's rating from "A-" to «A,» and our increased

surplus of more than $190 million, with program

capacity in property, marine and aviation lines of

up to $10 million.

Having finished the six worst years in the history

of property catastrophe with six times the capital

we started with, we're also pleased to announce

that some things baven 't changed. Our cautious

management of risk continues to assure clients of

reliable reinsurance coverage in up cycles and

down. We still respond to underwriting requests

in an average of 48 hours and pay 90% of claims

within 3 days. And you can stilllearn about us by

contacting your reinsurance intermediary, or by

calling PXRE's Michael Bleisnick (Domestic

Treaty) or Gordon Forsyth (International Treaty)
in New York, or Alain Tounquet in Brussels.

PXRE Reinsurance Company

Property Catastrophe Reinsurers
NASDAQ: PXRE

New York: 1 (212) 837-9520 Fax: 1 (212) 809-9028

Brussels: 32 (2) 231-13-55 Fax: 32 (2) 230-77-49
Member of BRMA (Brokers and Reinsurers Market Association)

Helping clients tame
big CAT's since 1982
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Insurers that are using the Inter-
net are taking a cautious approach.
They are not in a hurry to place in-
formation on the Internet that

would embarrass policyholders if it
became public.

"We will just cautiously step
along and see how far we want to
go," said Peter J. Daboul, senior vp
at MassMutual.

MassMutual does not have plans
to use the Internet to conduct

business. But, as the company has
demonstrated through the use of
its home page, the World Wide
Web-a portion of the Internet-
can be used to provide informa-
tion about the programs the in-
surer offers. MassMutual also uses

«be'
©*14*

the Internet for some e-mail com-

munications with policyholders.
After accessing MassMutual's

home page, a Web browser can call
up further information about top-
ics such as pension management
and group life and health benefits.

"As one of the first companies in
the life insurance industry to go
online, we are taking an incremen-
tal approach and will focus on pro-
viding general information rather
than service or sales abilities," Mr.
Daboul said.

MassMutual also is considering
using the Internet to dispense
agent recruiting information.

The computer that MassMutual
uses for Internet access is not phys-
ically connected to its other com-
puters, so a hacker working on the
Internet cannot access valuable or
confidential information.

"Even if the world's best hacker

could get in there, physically they
would not be able to connect to

any of those assets we want pro-
tected," Mr. Daboul said.

Many insurers believe the day
will come when commercial use of

the Internet will be a reality. When
that does happen, it could lead to
the creation of insurance products
to protect information passed
along the information highway,
said Bob Ditmore, an officer in the

technology underwriting depart-
ment of St. Paul Fire & Marine In-

surance in St. Paul, Minn.
But, that remains an idea, which

St. Paul has not begun to research.
"Insurers are starting to think

about that because the Web has

become such an interesting thing
right now and it's vulnerable," Mr.
Ditmore said. ll

Great Lessons from History No. 55
BEAUTY Is MORE THAN SKIN DEEP.
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Mapping points the way
to the future of insurance

By MARK A. HOFMANN

our years ago, when Met-
ropolitan Life Insurance
Co. began using comput-
erized maps in its market-
ing presentations for
group insurance, poten-

tial customers didn't know what to
make of them.

"It was funny. Nobody wanted
them," says Kirk Menard, supervi-
sor-geographic reporting services
for what is now MetraHealth Cos.
Inc.'s St. Louis office.

McLean, Va.-based MetraHealth

was formed by the merger of

-1

HOW TO SELECT SOFTWARE

THAT GOES

-AS WELL As IT SHOWS.
With software, like automobiles, it's what's

under the hood that really counts. Lamda's new
Microsoft® Windows- and 05/2® software automates

the entire policy life cycle for Carriers and MGAs.

It offers you the latest display and system

navigation concepts with proven foundation

technologies that are already in place at leading

companies nationwide.
CarrierLink Vision SeriesTM and MGALink

Vision SeriesM support your client- server technol-

ogy plans with your choice of Microsoft Windows

or OS/2 running on IBM®- compatible personal
computers. Linked via a LAN to the IBM AS/400®,
it's a powerful and efficient solution. When Lamda

completes your software installation, you'll have

downsized your operations while improving accu-

racy, customer support and employee morale.

If you'd like to take it out for a test drive, call

us today at ( 212) 425-9200. And, don't forget to

fasten your seat belt.

Software That Insures Your Success.

LAMDA DATA SYSTEMS, INC. · 17 STATE STREET, NEW YORK, NEW YORK 10004 · ( 212) 425- 9200

OS/2, AS/400 and IBM are registered trademarks of international Business Machii:es Corporation © 1995 Lamda Data Systems, Inc.

Computerized data
'layering' has become
a critical analytic tool
MetLife's and The Travelers Co.'s

group health operations.
According to Mr. Menard, four

years ago, people didn't know any-
thing about the maps and didn't
understand them. But now, poten-
tial clients are demanding maps as
part of the presentations.

Al-
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not new,

insurers increasingly are using it to
meet different needs, such as iden-
tifying loss-prone areas or geo-
graphic claims analysis.

MetraHealth, for example, uses
the maps to show such things as
where the physicians in its net-
work are located. The insurer's rep-
resentative then can call up de-
tailed information on a given phy-
sician. This includes the physi-
cian's medical specialty, educa-
tional background and hospital af-
filiation.

The maps, which can give infor-
mation at levels as specific as by
ZIP Code, don't show streets but

do display major highways as ref-
erence points for customers, Mr.
Menard said.

In addition to helping employ-
ers see where physicians likely to
serve their employees are located,
the maps help the insurer analyze
the extent of its network. Using
the maps, the insurer can deter-
mine, for example, whether it has
too many or too few pediatricians
in a particular area, he said.

Mr. Menard said the maps origi-
nally gave what was then MetLife
"a real big competitive edge" once
customers began understanding
what they showed.

But as other insurers have

adopted the technology, "it's gone
from an edge to a requirement,"
he said.

MetraHealth uses a combination

of its own software application
and a desktop software program
called MapInfo, which is made by
Mapinfo Corp. of Troy, N.Y.

Randy Drawas, vp-marketing at
MapInfo, said that insurance is
one of the top three industries cur-
rently using desktop mapping for
marketing or analysis, the others
being government and the tele-
communications industry. Banks
and retailers also are using the
technique, he said.

Desktop mapping wasn't devel-
oped for a specific industry, Mr.
Drawas said. Mapping is a very
convenient way to layer disparate
information from various data-

bases to create pictures. "It just
happens to be a map because that
happens to be a convenient meta-
phor," he said.

While MetraHealth uses map-
ping to show where members in its
provider networks are located and
to spot possible over- or underrep-
resentation of medical specialties
within a given geographic area,
some property/casualty insurers
have used it as a risk analysis tool,
said Mr. Drawas.

Maps can illustrate, for example,
Continued on next page



Desktop mapping
software like this

from Maplnfo
Corp., allows in-
surance companies
to organize layers
of data in the form

of a map. Under-
writers find this

technology has var-
ous uses, ranging

from geographic
analysis of risks to
plotting locations
of network health

care providers.

Continued from previous page
how many buildings are located in
a flood plain, or whether two
buildings covered by the same in-
surer's fire policies abut each other
and thus present a potential dou-
ble loss if fire breaks out in one of

them, he said.

"You can overlay on top of po-
tential policyholders information
like crime statistics" to get a better
understanding of risk, Mr. Drawas
said.

Some insurers also have used

desktop mapping to understand
their own exposure better, said Mr.
Drawas.

For example, companies were
able to look at the flood plains
around St. Louis before the severe

Mississippi River flood of 1993 and
predict which of their claims of-
fices and district offices would be

Insurers used mapping
to help policyholders
affected by the
Midwest floods in 1993,
says Randy Drawas.

affected, he said. That allowed
them to draw up plans to better
meet the needs of policyholders
serviced by those offices, Mr. Dra-
was said.

Mr. Menard said that Metra-

Health produces about 400 maps a
month in its St. Louis office and

many more in its field offices. The
field system runs on a compact
disc that's updated every month,
he said.

"Basically, we've put together a
tool that they can use to do any-
thing they want," he said.

Much of the recent effort in St.

Louis has been aimed at easing the
integration of the Travelers and
MetLife operations, Mr. Menard
said.

The maps show where doctors in
both insurers' networks have their

offices. It also shows "where they
overlap and where they don't over-
lap, which is something they really
want to know," he said. [gl

Institute on ethics
MALVERN, Pa.-The American In-

stitute for Chartered Property Casu-
alty Underwriters and Insurance Insti-
tute of America have created an Insti-

tute for Applied Ethics in Insurance.
The institute-funded by the

AICPCU and IIA-will support inde-
pendent ethics research, distribute
videotapes and other material and
conduct seminars.

For more information, contact Nor-
man A. Baglini, Institute for Applied
Ethics in Insurance, P.O. Box 3016,

Malvem, Pa. 19355. Iel
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Face to face across the seas
Video linking tradition with technology

By GAVIN SOUTER

very once in a while,
technology-which so
often takes the human

element out of busi-

ness-seems to put it
back in.

Such is the case at Sphere Drake
Holdings Ltd.

A video conference facility be-
tween two of its units, Sphere
Drake Insurance P.L.C. in London

and Sphere Drake Insurance (Ber-
muda) Ltd., allows underwriters in
Bermuda and brokers in London to

discuss risks face-to-face.

The video link-up helps main-
tain the personal relationships be-
tween underwriters and brokers
that is so valued in the London

market. Sphere Drake Bermuda's
technology has helped draw busi-
ness it would not have seen if it

contacted brokers by telephone or
fax alone, underwriters and bro-

kers agree.
And although Sphere Drake is

considering extending the facility
to the United States, the set up is
best suited to linking up with Lon-
don, which has a tradition of face-

to-face negotiations, underwriters
say.
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Sphere
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ence fa-

cility between the London and
Bermuda companies in December
1993 after Sphere Drake Holdings
used $100 million of its September
1993 initial public offering to re-
capitalize the Bermuda company.

Sphere Drake in Bermuda writes
marine and non-marine insurance

and reinsurance and much of the

business is derived from London

brokers.

See Video on page 12F
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Run over a leased network and

available for use 24 hours a day,
the facility links the Bermuda of-
fice with the Sphere Drake office in
the London Underwriting Centre.

Having face-to-face contact with
brokers in that London insurance

and reinsurance market "is almost

like having another underwriter in
the LUC," said Richard Carver, an
underwriter at Sphere Drake in
London.

In the London office of Sphere
Drake, there are two large televi-
sion screens. One displays the im-
age of the Bermuda underwriter
and the other shows the image of
the London office that the Ber-

muda underwriter is viewing.
One camera is positioned on top

of one of the television screens

and another is on a tripod in a cor-
ner which is used to view larger
groups. About 25 brokers a day use
the facility. Brokers line up to use
the video equipment the same way
they do to see underwriters in per-
son, Mr. Carver said.

Sphere Drake in London and
Sphere Drake in Bermuda under-
write separately, but if the Ber-
muda company is considering a
risk along with the London com-
pany the video conference allows
the Bermuda underwriters to be-

come part of a group discussion on
a risk, he said.

"Being able to see the broker
makes it a lot more personal.
When you are seeing 25 brokers a
day, you eliminate a lot of paper-
work by having the video link,"

Mr. Carver said.

Without the video conference

facility, the Bermuda underwriters
would negotiate coverages solely
by faxed correspondence and tele-
phone conversations.

"We find that it's very useful,
but it's not perfect," said David
Long, managing director of the
Bermuda company.

Mr. Long has been using the
video link with Sphere Drake's
London office for seven or eight
hours a day since it was established
in December 1993.

"That can be a bit of strain on

the eyes and there is a slight time
delay. . .but you can see the ex-
pression on a broker's face so it is
better than just using a fax or a
phone," he said.

Bermuda underwriters use the

video unit only to obtain informa-
tion on risks. The actual under-

writing is done in Bermuda. "Any
acceptance by the Bermuda com-
pany has to be done in writing by
two officers of the Bermuda com-

pany," Mr. Long said.
All of the contracts are mailed

back to London, he said.

The video link-up works well for
Sphere Drake because it has an un-
derwriting affiliate in London, Mr.
Long said.

Both companies have a similar
underwriting philosophy so the
Bermuda office benefits by having
a like-minded underwriter on the

spot in London, he said.
In 1994, about $35 million in

gross premiums of Sphere Drake in
Bermuda represented business that
was first discussed over the video

link and the costs of the link are

probably less than 1% of that, he

said. The company's total gross
premiums were about $150 mil-
lion.

Sphere Drake's position as a lead
underwriter also allows the Ber-

muda company to gain a greater
control over the risks it under-

writes, Mr. Long said.
The video link has helped pro-

duce business for Sphere Drake,
said Mr. Long. "There is guaran-
teed flow of business into the Lon-

don company which we can hope-
fully access."

The video conferencing facility
also links up the Bermuda office
with Sphere Drake's administrative
offices in Brighton on the south
coast of England and Sphere
Drake's yacht insurance subsidiary,
Groves, John & Westrup, in Liver-
pool.

Again, this makes business easier
for the Bermuda subsidiary, Mr.
Long said.

"It means that we can have a

weekly inter-office meeting with
the London and Brighton offices,"
he said.

Sphere Drake has been ap-
proached by a U.S. broker that
wants to set up a video link be-
tween its office and Sphere Drake
in Bermuda, an offer that the in-
surer is considering, Mr. Long said.

The problem with setting up a
link to the U.S. market is that there

is no central marketplace like the
LUC in London, he said.

The only drawback to the Ber-
muda-London video link is that

Mr. Long has to work on London
time, so he has to be in the office
at 5:30 a.m. Bermuda time.

"But we finish at 2 p.m. and
when you live in Bermuda, that's
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SPHERE DRAKE INSURANCE P...C.

Fred Duncan, chief actuary at Sphere Drake in Brighton, England, monitors a
conference linking Sphere Drake's Bermuda office with London underwriters.

not all bad," he said.
London brokers also value the

new video conference facility.
"There is so much face-to-face

bioking in our business because it
is essential that we get our points
across," said Nicholas Porri-t, a di-
rector at Swire Fraser Insurance

Ltd. in London.

The video conference facility at
Sphere Drake allows the face-to-
face contact and it also speeds up
transactions with the Bermuda un-

derwriter, he said.

As well as speaking to and seeing
the .underwriters in Bermuda, bro-
kers can show them documents

Business
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simply by placing them in front of
the camera, Mr. Porritt said.

"It is so disjointed using e-mail
or faxes. . .I think most people in
London wish that other compa-
nies with operations in Bermuda
or elsewhere had the same thing,"
he said.

Sphere Drake probably is secur-
ing extra business by using the
video conference facility, Mr. Por-
ritt said.

All other things being equal, bro-
kers are more likely to show a risk
to Sphere Drake than another Ber-
muda facility that does not have a
video link, he said. [al

f
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Hall of shame: Top 10 insurance scams
By MARK A. HOFMANN

ollywood has its 05-

H cars, television has its

Emmys and the music
business has its Gram-

mys.
The insurance in-

dustry has its own manner of recog-
nizing outstanding-and decidedly
dubious-achievement in its annual

Top 10 Insurance Fraud Cases. The
list, compiled by the Washington-
based Coalition Against Insurance
Fraud and released earlier this year,
touches on all forms of insurance,
including a few not familiar to the
general public.

Take, for example, the type of in-
surance involved in the first case on

the list-horse life insurance. The

case, which defrauded insurers of an
unknown amount of money, re-
volved around the deliberate killing
of show horses for insurance

money. The killings stretched back
well into the 19805 and came to

light as part of an investigation into
the 1977 disappearance of Helen
Vorhees Brach, a Chicago-area
candy heiress declared dead in 1984.
One of the defendants in the insur-
ance scam also was accused of ar-

ranging Ms. Brach's murder to cover
up the fraud.

Two types of insurance were in-
volved in Case No. 2, in which a
Florida dentist pleaded guilty to hav-
ing two men who were brothers
chop off his finger with an ax, call it
an accident and collect a total of $5
million from the brothers' home-

owners policy and his own prac-
tice's disability policy. The dentist,
Dr. John Rende, was sentenced to
more than two years in prison and
was ordered to pay more than $1
million in restitution. His accom-

plices also received prison sentences
and were required to pay restitution.

Fraud centering on multiple em-
ployer welfare arrangements earned
William Loeb and others the No. 3

spot in insurance fraud's Hall of
Shame. Mr. Loeb, who is serving a
federal prison term for fraud, set up
a phony labor union to sell health
insurance. The union moved the

policies from New York's Empire
Blue Cross & Blue Shield to bogus
insurers, many of which were dorni-
ciled offshore (W, Oct. 3, 1994; Dec.
13, 1993). Policyholders lost at least
$43 million, found they had no cov-
erage and many were left destitute
because they could not pay medical
bills they believed were covered.

Case No. 4 cost consumers at least

$34 million. Stephen D. Coker was
indicted in Alabama last September
for allegedly taking about $30 mil-
lion in automobile insurance premi-
ums from California motorists and

sending the money through his
own Alabama-based management
company to a maze of offshore in-
surers and reinsurers (BI, Oct. 24,
1994). He's also accused of serving
as a reinsurer for some of the late

Alan Teale's bogus insurance opera-
tions. Mr. Teale died in federal cus-

tody in April 1994 after being con-
victed of fraud.

Health care fraud appears again in
the No. 5 case. Dr. Jeffrey Jay Rut-
gard, a San Diego eye surgeon, was
indicted more than a year ago on
charges that he defrauded private in-
surers and Medicare out of millions

of dollars over several years by per-
forming unnecessary surgery.

According to authorities, the sur-
geon hired non-medical "commu-
nity relations" personnel who told
elderly residents of nursing homes
that they needed cataract surgery.
The patients then were transported

by van to Dr. Rutgard's dinic. Over
a five-year period, the surgeon re-
ceived $18.6 million from Medicare
and $2.2 million from insurers.

The Alan Teale connection resur-

faces in Case No. 6. Arthur Blum-

eyer III was convicted in February
1994 of using Bel-Aire Insurance Co.
to defraud risk purchasing groups of
more than $43 million (BI, Sept. 19,
1994; Feb. 14, 1994). Mr. Blumeyer
advertised for business once written

by Mr. Teale.
Ronnie Lee Johnson of Alva, Fla.,

earned seventh place on the list after
he pleaded guilty to charges involv-
ing his role in a multistate truckers
liability premium fraud scheme.

Mr. Johnson and other defendants

f

were accused of fraudulently obtain-
ing insurance policies from various
state assigned risk pools by claiming
to represent small trucking firms.
They sold the fraudulently obtained
insurance and issued false certifi-

cates of insurance to independent
truckers, some of whom paid as
much as $5,000 a year for the non-
existent coverage. The defendants
diverted at least $7 million in premi-
ums. Mr. Johnson is serving a 46-
month prison sentence and is coop-
erating in an expanded investiga-
tion.

Workers cornpensation and pro-
fessional liability fraud won William
and Phyllis Lenahan seven-year
prison terms and the No. 8 spot.
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The Lenahans, who used their ill-

gotten gains to obtain several ad-
dresses in Florida, claimed that Mr.
Lenahan's back surgery for a work-
related injury left him permanently
disabled and totally dependent
upon his wife. He received $2.25
million from his surgeon's medical
malpractice insurer and an addi-
tional $900,000 in workers comp
payments. The physician spent
$42,000 of his own money on an in-
vestigation of the Lenahans, in
which Mr. Lenahan was videotaped
climbing steps, lifting luggage and
dancing.

Workers comp and automobile
bodily injury claims were the focus
of fraud allegedly perpetrated by a

Massachusetts chiropractor and his
wife. Federal authorities accused
Alan and Caterina Rosenthal of de-

frauding insurers of about $2 mil-
lion through false or inflated claims
and conducting unnecessary tests
on insured patients, charges that put
the Rosenthals in the No. 9 spot.

The final place on the list of Top
10 Insurance Fraud Cases was

earned by practitioners of a time-dis-
honored practice-auto insurance
fraud rings. Authorities in metropoli-
tan Atlanta arrested 57 people on
258 counts of insurance fraud last

September. The alleged ring mem-
bers, who included a chiropractor,
supposedly staged fake accidents or
claimed to be involved in real acci-

dents in which they had no role.
They then submitted false medical
bills to insurers and netted more
than $1 million. ial
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By MARK A. HOFMANN

n overwhelming ma-
jority of homeowners
in the hurricane-prone
Southeastern and Gulf

Coast areas of the

United States would

accept a modest increase in con-
struction costs in return for more

hurricane-resistant houses.

And, 93% of the homeowners in

a recent survey said they believed
including wind resistance in build-
ing codes was a good idea. Only
42%, though, said that codes in
their areas were adequate as they
currently read, while 37% said
their codes needed tightening. The
remainder weren't sure or didn't

answer.

Nearly three-quarters of the
homeowners surveyed agreed that

Study finds people willing to pay
for more wind=resistant homes

insurers should play a role in re-
ducing storm-related property loss
levels.

That data comes from 1,241 tele-

phone interviews with residents of
six hurricane-prone areas-Jack-
sonville, Miami and Tampa, Fla.;
Biloxi, Miss.; Myrtle Beach, S.C.;
and Corpus Christi, Texas. The sur-
vey was published by the Insur-
ance Institute for Property Loss Re-
duction in Boston.

More than nine out of 10 of the

homeowners-91%-said builders

should be required to follow
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75% say insurers must help curb property losses
stricter tuilding codes, even if do-
ing so added $5,000 to the cost of
a $100,000 house.

Only two-thirds of those sur-
veyed thought that builders in
their area generally followed all 10-
cal codes, while 21% said they
didn't and the remaining 12% said
they weren't sure.

Some homeowners are taking ac-
tion on their own. Thirty-seven
percent said they had already
made changes to their homes to
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make them more resistant to hurri-

cane damage. Overall, most home-
owners said they would be willing
to pay to make their homes more
wind resistant, though the
amounts they were willing to pay
varied greatly by location.

Twenty-nine percent said they
would be willing to pay more than
$2,000 if doing so significantly in-
creased the chances their houses

would withstand a hurricane.

Another 18% said they'd be will-
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ing to spend between $1,000 and
$2,000, and 21% said they would
part with between $500 and
$1,000.

One-quarter said they'd be will-
ing to spend only $500 or less. The
rest either weren't sure or didn't

answer.

Residents of Miami were willing
to spend the most. Some 43% en-
dorsed the highest figure and only
17% opted for the lowest figure.

By contrast, the residents of
Biloxi, Miss., and Tampa, Fla.,
were the most likely to draw the
line at $500 or less, with 27% of re-

Only two-thirds of those
surveyed thought that
builders in their area

generally followed all
local codes.

spondents in each city willing to
spend that amount.

Residents 6f all six areas over-

whelmingly agreed that insurance
companies should have a role in
trying to reduce the property
losses caused by hurricanes.

Overall, 7196 of homeowners
agreed that insurers had such a
role, 22% disagreed and the rest of
the respondents either weren't
sure or didn't answer.

Those who agreed that insurers
had a role in trying to reduce hur-
ricane-related property losses en-
dorsed a wide variety of actions,
including:

• Inspecting buildings to make
sure they were up to code, cited by
17%.

• Offering rebates or discounts
for houses that met the code, 14%.

• Working with builders to
make certain that houses met the

code, 9%.

• Better educating policyhold-
ers, 896.

• Lobbying for stricter codes,
8%.

• Insuringonly housesthat
meet codes, 6%.

Other suggestions for insurers
included making quicker assess-
ments of damage, faster claims
handling, lower premiums, lower
deductibles and improved cus-
tomer service.

Single copies of "Homes and Hurri-
canes" are available free of charge
from the Insurance Institute for Prop-
erty Loss Reduction, 73 Tremont St.,
Suite 510, Boston, Mass. 02108-

3910; 617-722-0200.
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Medicare eligibility age
likely to rise, costing firms

By JERRY GEISEL

WASHINGTON-Congress is al-
most certain to raise the eligibility
age for Medicare, a change that

would help to

 avert the loom-
mg insolvency

of the massive federal retiree

health program and would shift
billions of dollars in costs to em-

ployers, a hospital lobbyist warns.
A higher Medicare eligibility age

"is an easy change. I bet it will
happen," says Thomas Scully, pres-
ident and chief executive officer of

the Federation of American Health

Care Systems, a Washington-based
trade association of for-profit hos-
pitals.

Raising the eligibility age from
the current 65 is "logical," Mr.
Scully noted, because it would put
eligibility for Medicare and full So-
cial Security benefits on the same
track. Under legislation passed in
the early 1980s, the retirement age
for eligibility for full Social Secu-
rity benefits gradually will be
raised-shortly after the turn of
the century-from 65 until it
reaches 67 in 2027.

As was the case with Social Se-

curity, a higher eligibility age for
Medicare would be ushered in

gradually and passed during a
non-election year to reduce politi-
cal fallout, Mr. Scully suggested.

While such a change is likely-
House Ways and Means Health
Subcommittee William Thomas,
R-Calif., recently suggested raising
the Medicare eligibility age to
67-Mr. Scully said Congress
would wait until at least the next

session to act.

Raising the eligibility age would
dramatically increase companies'
retiree benefit costs because Medi-

care no longer would be absorbing
the brunt of expenses for a portion
of their retired workers.

For example, in 1993, health
benefits for retirees eligible for
Medicare cost employers an aver-
age of $1,786 per retiree. But the
cost for retirees not yet eligible for
Medicare was nearly three times
greater-$5,216-an A. Foster Hig-
gins & Co. Inc. survey found.

Few employers, though, have be-
gun to consider how a higher Medi-
care eligibility age would affect
their retiree benefit plan costs, Mr.
Scully said.

Other Medicare changes, dis-
cussed widely last week as Repub-
lican leaders unveiled federal bud-

get proposals, are less certain.
While Congress will make big

cuts in the future growth of Medi-
care, it is unlikely that the cuts will
be in the realm of the several hun-

dred billion dollars-over five

years-that Republicans have been
discussing, he said.

One possible change to reduce
the rate of increase in Medicare

costs-converting the fee-for-ser-
vice Medicare program into a man-
aged care plan-places Republi-
cans in a tough spot.

While Republicans say Medicare
costs are out of control, many GOP
politicians also receive heavy fi-
nancial support from physicians
who oppose managed care, Mr.
Scully said.

Turning to another area, he said
a U.S. Supreme Court decision last
month upholding a New York law
that imposes a 13% surcharge on
hospital bills of individuals cov-
ered by commercial and self-
funded plans will encourage other
states to pass similar legislation
(BI, May 1).

The Supreme Court decision
could cause employers "huge prob-

lems," he said.

States are especially hungry for
new revenue to offset the soaring
costs of their Medicaid programs,
Mr. Scully noted. i==

APPWP meets
WASHINGTON-About 120

people attended the annual
Washington meeting of the
Assn. of Private Pension and

Welfare Plans, a benefits lob-

bying group for employers.
For more information on the

group, contact the APPWP,
1212 New York Ave., N.W.,
Suite 1250, Washington, D.C.
20005; 202-289-6700.
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Bad faith
Continued from page 2
to Edward M. Joyce, another part-
ner with Anderson Kill.

Pointing to several of Aetna's
internal documents and the insur-

er's handling of other pollution
coverage cases, Monmouth

County Superior Court Judge
Michael D. Farren was highly
critical of Aetna's coverage denial
and granted summary judgment
for Colonial on April 21.

Referring to the internal memos
and other evidence, Judge Farren
wrote: "I get the distinct impres-
sion. . .that Aetna was looking for
a way to deny coverage in this
particular case because of the
large claims in these environmen-
sal cases, because it appears as
though they sent this (coverage
denial) letter out with total reck-
less disregard of their internal

Sterling.
Because your third-party administrator
needn't be second best.

STERLING
Administrative

Services, Inc.

A Reliance Group Holdings Company

1-800-357-4909
'riladebha. Fa. 19103
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A SajifomiI, Sler:ing Claims Management Sesvices, Inc.

memos and what they knew to be
the facts."

In striking Aetna's argument
that Colonial's routine use of the

waste site was not an occurrence

under its CGL policy, Judge Far-
ren quoted policy language that
defined an occurrence as, among
other things, a property's "contin-
uous or repeated exposure" to
conditions that cause damage.

The judge further noted that in-
ternal Aetna memos indicate

"that the gradual damage to prop-
erty can be construed as an occur-
renee" and that Aetna policies
cover Superfund cleanup costs.

Further, Aetna had covered pol-
lution defense costs for Nestle

Food Corp., which also had dis-
charged pollutants at the same
landfill, Judge Farren wrote.

On Aetna's argument that
cleanup costs are remediation and
are not covered damages, the
judge stated that the argument
had "no basis whatsoever."

Case law in most states-includ-

ing New Jersey-where this issue
has been litigated holds that
cleanup costs are covered dam-
ages, according to the "Handbook
on Insurance Coverage Disputes,"
by Barry R. Ostrager and Thomas
R. Newman of Simpson Thatcher
& Bartlett of New York.

The judge also rejected Aetna's
argument that its coverage should
not respond because the pollution

'1 get the distinct
impression. . .that Aetna

was looking for a way to
deny coverage,' the
judge wrote.

-<

occurred before Aetna covered

Colonial. Adopting the continuous
trigger of coverage that the New
Jersey Supreme Court adopted in
a 1994 asbestos case (BI, Dec. 26,

1994), Judge Farren ruled that
Colonial may tap all of its cover-
age from the time the detergent
was first dumped until the landfill
is cleaned.

Judge Farren ruled the pollu-
tion exclusion does not bar cover-

age in this case because there is no
indication that Colonial inten-

tionally harmed the environment.
Besides its cleanup costs, Colo-

nial is seeking $161,000 for de-
fense costs, attorneys' fees in the
coverage suit and more than $2
million of consequential damages,
which basically reflect its "busi-
ness interruption" costs from us-
ing its own resources to pay for
the cleanup, said Anderson Kill
attorney Paul E. Breene.

But, due to a lack of evidence,

the judge could not resolve
whether Colonial promptly noti-
fied Aetna about its liability.
Some evidence suggests Colonial
may have been aware of its liabil-
ity eight to 10 years before the
company filed a claim with Aetna

in 1989, according to court rec-
ords and Aetna's attorney, Alan
G. White, a partner with Harwood
Lloyd in Hackensack, N.J.

Mr. Anderson contends that the

evidence does not apply to Coloni-
al's Superfund liability and that
Aetna is barred from raising the
late-notice argument now because
the insurer did not raise it when

rejecting the claim originally.
A jury trial on the late-notice is-

sue is scheduled for next week,
but Aetna has asked the court to

postpone it while the insurer ap-
peals the bad faith ruling.

.

Colonial Foods Inc. us. Aetna Ca-

sualty & Surety Co. et at., Mon-
mouth County Superior Court,
No. MON-L-0392-93.
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Rates set for takeoff Revitalize craft Co has kept its promise of cre-
ating more jobs if the law was
passed (BI, May 23, 1994)

Cont:nued from page 3 Within 24 hours of the law being

U.S. airlines expect a bumpy ride during aviation renewals By 1993, aviation product hability passed, Cessna announced that it
Insurance premiums skyrocketed to was conmdenng one of 16 mtes m

BY STACY SHAPIRO current Pan Am Lockerbie loss re- with bad loss records, he said $200 milhon from $24 million in Kansas to build a new manufactur-
serve is $475 milhon, Mr Belcher "Because the market knows it 1979, even though only 954 aircraft ing facility for single-engine planes

SAN DIEGO-The only way to go said he beheves insurers will end up can't get any mcreases at all on were sold-far fewer than during In December, the company chose In-
is up for many airline and general paying the full $750 mihion bmit of good accounts, the bad accounts are the height of the industry m 1979, dependence, Kan, and ground wlll
aviation Insurance rates dunng re- Pan Am's pohcy now being penalized, achievmg sig- Mr Thornton added be broken for the new plant on May

newals this year Only 1985 aviation losses-which nificant increases m overall pre- Altogether, from 1973 to 1993 the 19, said a Cessna spokesman
Airlines may were $1 15 bilhon, or $35 bilhon m mium," said Mr Belcher Rate m- number of general aviation aircraft Cessna has announced plans to

attempt to 1994 dollars-would top last year's creases of well beyond 100% leave m use has risen and fallen, said Wll- start manufactunng four new sm-
counter this losses, according to Mr Belcher some "paying quite stupendous pre- ham E Kingsley III, vp of Team Ex- gle.engine plane models starting m,1Trl trend by restruc- Major U S domestic airline losses mium dollars" press of American Eagle Group Inc 1996, after a mne-year absence from
tunng their m- between 1989 and 1994 totaled $16 Rather than penalizing only a few in Dallas, an aviation underwriting the market

surance programs and talang larger bilhon, including $270 4 milhon for airhnes, Mr Belcher said, aviation group formerly known as Aviation Cessna wlll employ 1,000 people
deductibles, one nsk manager says hull losses and $1 34 bilhon for ha- underwnters should increase rates Office of Amenca Inc at the Independence plant and an-

Hull and habillty rates are ex- bility losses, accordlng to Associated for airlines m the middle range, The total general aviation aircraft other 1,000 people m Wichita manu-
pected to mcrease well m excess of Aviation Underwriters of Short with average loss ratios of between, in use reached a height of 221,000 factunng components for the new
100% for airhnes with bad loss ree- Hills, N J say, 50%-75% over the past five aircraft in 1984, said Mr Kingsley aircraft, said the spokesman
ords Rates could nse somewhat for New hability trends are a major years "If we can't get rate increases "Since 1984, we've lost 20% of our The company hasn't yet consid-
those with average records Only the reason for the Increase in losses last on blue-chip accounts, what we fleet In the last five years, we've ered its product hability msurance
world's blue-chip airlines are ex- year, with familles of non-North must try to do is get mcreases on the lost 145% and in the last year alone requirements for the new aircraft,
pected to see more capacity and Amencan airhne passenger vlctlms average accounts and not rely on a we've lost nearly 5% of the active but all Cessna's aircraft "are de-
level rates, underwnters say receiving upwards to $1 milhon per few airhnes submdizmg the average general aviation fleet We're down signed to eliminate product hability

In the general aviation market, passenger, and U S airline awards airlines" to 176,000 aircraft" costs by makmg them the safest that
which mcludes most aircraft other hitting as high as $25 mlilion per U S airlines are ready for bumpy If the numbers stlll decline at the we can," said the spokesman "If
than passenger planes and milltary passenger, said Mr Belcher renewals, and are taking steps to same rate, then there may be only you don't have accidents, you don't
aircraft, rates are expected to nse Alrhne hull and hability insur- smooth the rlde 120,000 hght aircraft in the air by have product hablhty problems "
sharply (see related story) ance premiums, though, haven't "Aviation wall be an interestmg the year 2000, said Mr Kmgsley Aviation product habillty under-

The reason As losses have in- kept pace renewal this year," said Floy Ollver The General Aviation Revitahza- writers may not be out of the woods
creased, capacity for these expo- Total worldwide aviation premi- Daugherty, nsk manager for Delta tion Act, however, could reverse this yet, however, since the General Avi-
sures has declined m the past year, ums totaled $18 bilhon last year Air Lines Inc m Atlanta As part of dechne The passage of the act "has ation Revitalization Act could open
amation underwnters noted recently and could reach $2 bilhon this year a major restructuring and cost con_ tnpled the value of Piper Aircraft up a whole new set of lawsuits
during the annual Aviation Insur- Even that higher total would be m- trol program at the airline, "I can Corp m six months," by reducmg against component manufacturers
ance Assn conference adequate if losses hit 1994 levels honestly say we at Delta have dra- its potential habilities, Mr Parr told mechanics and pilots to get around

In terms of the number of losses, and could be a "staggenng" $15 bil- mabcally changed the way we han- AIA members Approximately 80% claims that are time-barred by the
1994 was an average year, contends hon short m the event of losses on dle our insurance," she said at the of Piper planes shll flying are 18 statute of repose
Martin Belcher, managing director the scale of those m 1995, accordmg AIA conference years or older and wlll therefore be Creating new aircraft is going to
of Polygon Insurance Co Ltd m to Mr Belcher Without knowmg "We take every coverage line by protected by the act be helpful to underwnters because
Guernsey, an aviation insurer what aviation losses wlll be this hne We look at the amount of lim- "Before this bill was passed, we there will be new alrcraft and new
owned by several European airlines year, "only the Almighty knows if its We look at deductlbles," she had an asset sale with a blue ribbon pilots to insure, said one aviation re-

Worldwide, there were 22 let we're on a precipice or about to said "And where we can reasonably around lt almost ready to go to the msurer

losses with 870 passenger fatahties, make profits" do so we take a deductible, which court for approval that would have However, "there's golng to be a

he said The statistics are "not un- As of the begmmng of this year we have never done m the past I brought $25 milhon m value to the penod where our defense costs are
usual This is the type of year there was up to 200% capacity think most of the airhnes have not company," said Mr Parr On May 5, gomg to be a httle higher," said the
which underwriters should be able available for the world's blue-chip done that and you wlll see them m however, Piper was scheduled to reinsurer "The plambffs bar wlll
-to predict " airhnes "and the rates are unlikely the future become more creative have another court hearing that start looking for everything and ev-

However, 1994 losses totaled to Increase," he told AIA members and more cognizant of what losses would discuss an asset sale "of ap- erybody who is last on the scene to
nearly $22 bilhon, which "dwarfs" However, up to half of the hull they take on " proximately $90 milhon And the do away with the time bar They'll
any previous year's total, he said and hability insurance capacity for "We can't continue to justify to a only thing that's changed is that look at everything that may or may
This includes $969 million for hull the blue-chip airlines may disappear chief financial officer a 20%-30% statute of repose " not have contributed to an inc--

losses, $925 milhon for hability "quickly" by next year, as the num- merease m premiums when itap_ Thls boost in value is a result of dent "
losses, and $300 milhon for prior- ber of Lloyd's of London aviation pears we can take on more losses m- returning "a level of predictability General aviation hability coverage
year losses that were paid in 1994 syndicates is halved, and many m- temally That wlll be an interestlng to the aviation product hability won't reflect this change, he added

The old-year losses include esti- surers dabbling in the aviation mar- challenge to us when deahng with risk," he added "When it'S predict- "We need to look ahead and say if
mates for hability losses for the ket pull out, Mr Belcher said our lessors of aircraft because most able, it becomes insurable and when we're golng to have more suits we
1988 explosion of Pan Amencan Aviation insurance capacity has of them are very nervous about air- it becomes insurable, then you can need to adlust the ratmg for the pi-
World Airways Plight 103 over already declined this year for other, lines talang on any self-Insurance," attract Investment People don't lots They're the ones flying the
Lockerbie, Scotland Though the less well-known airlines and those she said I mind investmg m an mdusby if they planes The manufacturers are now

1cnow they're not golng to get wiped safe'

Some general aviation rates to go sky-high out with one lawsuit from one plane Fixed-base operators who service
crash" aircraft also may see premiums go

Piper-which is St]11 the largest up in the future if they become re-
SAN DIEGO-While most gen- However, major U S aviation ha- higher hmits you're now paying aircraft piston-engine manufacturer sponmble for incidents, but rates are

eral aviation msurance rates are bility losses last year have prompted more per milhon" in the country, employing 400 peo- stable at the moment, he said
flat, a shortage of capacity for high a contraction in the market for sub- Corporate aircraft eet owners ple-has plans to come out of Chap- Another senior aviation Insurer

hablhty hmits is stantial hmits m the ' mdustrial mci" have seen the rate hikes coming, ter 11 with its creditors becoming its added that his company is watching
dnving up rates sector, which Includes corporate- though Rates have been going up owners, including Dimeling, the situation "because we think the

--,11I- for some buyers owned aircraft that are flown for progresmvely m recent years on the Schneber & Park and Teledyne In- act is going to go through a test m
Corporations non-commercial purposes order of 20% to 30% across all lev- dustiles Mr Parr expects Piper to the legal process as to what 1nnd of

IM.Bomn with aviation There are now fewer general avia- els of hability limits to pay losses be out of bankruptcy by August teeth it has I don't know if overall

nsks that need tion underwntlng agencies and in- and expenses, reserve for unknown Piper has self-Insured its product the act is going to be momentous m
over $200 milhon in limits wlll be surers than there were last year, catastrophes and still make a proht habillty nsks since 1986, but has terms of changing the shape of ln-
particularly hard-hit at renewals noted Wilham E Kingsley III, a vp "What's different this year is that been testing the water recently to surance"

The general aviation market is ch- with American Eagle hability limits of $20 milhon may be see if the commercial insurance Whether the act will transfer the

vided mto certain categories, each We're seeing "stronger rate sup- going up 20%, but as you go up to market wlll provide affordable cov- product hability risk to component
with diferent Insurance scenanos port on the upper end of habilities say limits of $500 nulhon-if that's erage for the new company, said Mr manufacturers and mechanics from

The pnvate "pleasure and busi- above $25 milhon," said Mr Benero available-you could be gomg to Parr "We have been m the market aircraft manufacturers is yet to be
ness" aviation hability insurance Rates could increase 10% to 15% 100% increases," said the under- and we have talked and we do think seen, the msurer added le"

market-where each aircraft is indl- for limits above $25 million, and writer we'll get msurance at an affordable
vidually owned and flown for plea- 25% to 50% for hmits between $50 Hull coverage, meanwhile, is rate "
sure or business trips-is still milhon and $100 milhon, he said "more stable," in that lt'S going up In addition to the product ab* AIA draws over 500
"highly competltive," summed up "At the higher hmits of hability, in the order of only 10% for corpo- reforms, Mr Parr would hke the
Joseph Benero, executive vp of avia- this year for the first time costs have rate Jets, the underwnter said This FAA to go one step further He rec- SAN DIEGO--Some 548 avia-
tion underwnter Amencan Eagle gone up," added a senior general year "hability wlll bethe major por- ommends requinng all hght aircraft tlon brokers, agents, lawyers
Group Inc m Dallas Liability hmits aviation under'wnter "Whereas in tion of the premium" pilots and mechanics to carry man- claims adjusters and insurer and
in this sector are usually around $1 the past you may have been able to Reinsurers, though, would hke to datory hability msurance Such cov- reinsurer executives attended the
milhon per aircraft and $100,000 buy $200 mllhon to $500 milhon m see more resolve among msurance erage "would deepen the pockets of 19th annual Aviation Insurance
per passenger There are some hull limits for general aviation hablhty companies to raise rates for general those responmble for the vast major- Assn conference Apill 30-May 2
rate increases of 3% or 4% depend- and the costs per million insured ac- aviation risks ity of aviation-related mjunes neg- Next year's conference is at the
ing on the model of the aircraft, but tually go down as you got to the "There is an attempt by some hgent pilots and mechanics," he Broadmoor m Colorado Springs,
that's not across the board, Mr Ben- higher limits, it seems that some of companies to raise rates m general said "Mandatory insurance wlll Colo,on May 5-7 The 1997 con-
ero said during the Aviation Insur- the losses that have happened m the aviation and their success level lS provide the risk-spreading effect en- ference is in Tampa, Fla., and the
ance Assn conference held m San last year have drawn the attention not what reinsurers hoped for visioned by stnct product hability 1998 conference will be in Van-
Diego April 30-May 2 of the people who provide remsur- There is plenty of capacity for gen- theory but which has not occurred couver, British Columbia

Liabihty msurance rates also are ance and excess capacity And eral aviation," said one reinsurer "I m practice" For more information, call Rob-

"flat" for small "fixed-base opera- there's sensitivity to the markets thlnk you're going to see some more This coverage also could promote ert Cannon, Aviation Insurance
tors," which offer aviation services that are going under overseas " consohdations in the general avia- safety as pilots and mechames Assn. executive director, Forbes
at airports around the country, This scenano "has changed the tion market with some companies "achieve and maintain higher levels Westar Aviation Inc, 206-453-
noted another senior general avia- shape of how the limits are pnced," leaving the market " of competence," he added 4550, fax· 206-453-5262.
tion underwriter the underwriter said "So at the -By Stacy Shapiro Wichita, Kan -based Cessna Air-
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ADR
Continued from page 1
third-party mediator or an outside
rnediator.

If those options fail, employees
then should have the third option of
turning to either binding or non-
binding arbitration or litigation, he
said, adding that at any point, em-
ployees retain the option of filing
formal charges with the EEOC.

"In that scenario, an employee's
due process rights are not violated,"
said Eric R. Galton, a partner with
Wright & Greenhill in Austin,
Texas, and a full-time mediator.

Today, courts are overburdened
with employment-related claims
and the court system can be ineffi-
cient as well as expensive for liti-
gants. "My theory is that building
in ADR procedures as a part of an
employment agreement makes
sense to both sides of the equation,
as long as someone doesn't lose his
or her fundamental rights," Mr.
Galton said.

A recent decision highlights the
concerns Mr. Galton has expressed.
A U.S. District Court judge in
Houston recently found that River
Oaks Imaging & Diagnostic was in-
fringing on its employees' rights
and enjoined it from requiring em-
ployees to sign arbitration agree-
ments to settle all internal griev-
ances.

The EEOC in Houston sued the

X-ray and diagnostic medical cen-
ter, alleging the employees were de-
prived of their rights to utilize the
full range of remedies available to
them under Title VII of the Civil

Rights Act.
According to the suit, the com-

pany unilaterally imposed a man-
datory ADR policy after 17 charges

had been filed by employees with
the EEOC.

The suit alleged the company's
owner, Dr. George Allibone, 'in-
tended to manufacture a reason to

terminate employees who had
lodged complaints of discrimination
with the commission."

Under the policy, not only were
employees required to share the
fees and costs of the arbitrator, but
employees who refused to sign the
agreement were considered to have
quit.

The memo sent to all employees
explaining the new policy suggested
they could consult with an attorney.
However, two women who previ-
ously had filed sexual harassment
claims against the company were
dismissed immediately after refus-
ing to sign the agreement before
speaking with their attorneys, ac-
cording to court papers.

On April 19, Judge Norman
Black revoked the mandatory ADR
policy. He further instructed the
company that it could not imple-
ment an ADR policy that would re-
quire employees to pay the costs of
the ADR proceeding or which
would interfere with employees'
rights to file EEOC charges or to
file suit once administrative reme-

dies have been exhausted.

Unlike River Oaks' policy, Brown
& Root Inc.'s mandatory conflict
management program allows em-
ployees to go to any state or federal
program and file employment-re-
lated charges.

"We never had any intentions of
interfering with the government
programs," said Bill Bedman, asso-
ciate general counsel of human re-
sources for the Houston-based engi-
neering and construction firm.

Beginning in 1993, Brown & Root
required employees, as a condition
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of employment, to resolve all legal
claims against Brown & Root
through an internal program.

Prior to adopting the program,
the 60,000-employee company aver-
aged fewer than 20 employment-re-
lated lawsuits per year, Mr. Bed-
man said.

However, after one case cost the

company five years of time and
$500,000 in legal fees, Brown &
Root decided to develop an alterna-
tive to the litigation process, he
said.

Brown & Root's program includes
four options for resolving conflicts:

• Open door policy. Under this
option, employees can go to person-
nel or corporate employee relations

Mandatory ADR has

entered 'virgin territory,'
says a champion of
arbitration, Joseph P.
Decaminada.

to try to resolve the problem, or
they can call an employee hot line
and talk with a confidential ad-

viser.

• Conference. Employees sit
down with the company representa-
tive and the conflict program ad-
ministrator to decide what process
the employee would like to use to
settle the dispute. If both parties
agree, an in-house resolution pro-
cess is arranged. If the dispute in-

volves a legally protected right,
such as the right to be free of dis-
crimination or harassment, employ-
ees can choose to go to mediation or
arbitration.

• Mediation.

• Binding arbitration.
"It is a sincere attempt by the

company to better resolve conflicts
in the workplace," he said.

Brown & Root does not have em-

ployment practice liability insur-
ance. Its general liability coverage
is from Highlands Insurance Co. of
Houston, which, like Brown &
Root, is a unit of The Halliburton
CO.

"When a company employs a
large number of people, conflicts in
the workplace are an inevitable
consequence. We thought it was a
good idea to develop a system. .to
handle workplace conflicts in a
fundamentally different way," he
said.

Part of this "different way" in-
cludes offering legal assistance to
employees. Brown & Root .pays
90% of the cost for legal expenses
up to $2,500. Employees pay the re-
maining 10% over a $25 deductible.
If a dispute ends in mediation or ar-
bitration, employees contribute $50
to the legal fees.

Within the past two years,
roughly 900 of its 60,000 employees
have used some form of the con-

flict-management process, Mr. Bed-
man said. Of those, only six filed
motions to compel arbitration. This
resulted in close to an 80% decline

in the company's litigation ex-
penses over the first year of the
prograrn.

The program has not been chal-
lenged in court.

KFC Corp. of Louisville, Ky„ of-
fers another possible way to handle
employment-related disputes.

Since 1992, everyone applying for
a job there has been required to
agree that if they are hired, they
will submit any wrongful termina-
tion or sexual harassment claims

directly to binding arbitration, said
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Chris Mandel, director or risk man-

agement for the self-insured com-
pany.

KFC is now consulting with its
lawyers about whether those agree-
ments will be enforceable after four

female employees in California filed
a sexual harassment suit.

That suit, filed last month in

Alameda County Circuit Court, al-
leges a supervisor raped one em-
ployee and sexually harassed the
others at an El Sobrante, Calif.,
outlet.

The courts are not clear on

whether they will enforce employ-
ment contracts with mandatory
ADR features.

In a 1991 case, the U.S. Supreme
Court ruled that an age discrimina-
tion claim against a securities firm
could be subjected to mandatory
arbitration, as required in an em-
ployee's registration application
with the New York Stock Ex-

change.
Employment law experts point

out that some federal appeals
courts have extended the reasoning
of that case, Gilmer us. Interstate-

Johnson Lane Corp., to contracts
between employers and employees,
but others have read the court's

holding more narrowly.
Mandatory ADR has entered

"virgin territory," said Joseph P.
Decaminada, executive vp and gen-
eral counsel for Atlantic Mutual In-

surance Co. in New York and also

the chairman of the American Arbi-

tration Assn.

"It still needs to be fine-tuned,"

but "I think it is worth trying to re-
solve discrimination disputes
through the ADR method. It makes
sense for everyone to do it, particu-
larly if the employee wants to stay
on staff. ADR is a much friendlier

and quicker resolution." in'
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Strategies behind Lloyd's market is buzzing
European deals over possible restructuring

may be changing By EDWIN UNSWORTH that Equitas reinsures Initially, the 1996 results being reported in
Lloyd's planned for Equitas to a year's time After five successive

LONDON-The Lloyd's of Lon- close pre-1986 underwriting years years of major losses, all of these
By GAVIN SOUTER don market lS full of speculation by the end of 1995 and post-1986 years are expected to show a posi-

over what Lloyd's Chairman open years by the end of 1997 Mr tive result, and names would wel-
NEW YORK-Insurers and brokerages in Europe are changing David Rowland may reveal at the Rowland ls expected to propose come the earlier release of profits

their merger and acquisition strategies to fit their individual annual meeting later this month that Equitas close all of 1992 and But, Lloyd's cannot impose a
needs rather than simply building empires across Europe, accord- Officially, Lloyd's is remaining prior years by the end of 1995 levy without the agreement of the
ing to an investment banker tight-lipped, saying only that May • The second point of the plan names involved, noted Val Powell,

One of the casualties of these new strategles will be small bro- 30 will be "a suitable occasion to would be to raise about £600 mil- managing director of the Assn of
kerages, which will increasingly be absorbed by large interna- report progress to the member- lion ($951 6 million) through a Lloyd's Members "To make it ac-
tional firms, he said ship " levy on Names for the 1993, 1994 eeptable, Lloyd's must make sure

While large compames will continue to buy and sell units, the Many in the market, though, ex- and 1995 underwriting years, all it is not money poured into a
deals will be mostly focused on consolidating operations or estab- pect Mr Rowland will announce a of which are expected to show a black hole," or in other words,
lishing new distribution networks, predicted Martin Dolan, vp at three-point plan to resolve profit The size of the assessment Lloyd's must convince names that
Salomon Bros International Ltd in London Lloyd's problems and that the would likely be about 1 66% over the market has a long-term fu-

Mr Dolan was speaking earlier this month at the International plan will indicate what a settle- the three years ture, he said

Insurance Council's Roundtable on Insurance Conditions in Eu- ment offer could entail • To help compensate for the The levy is widely expected be-

rope The details of the points, ac- levy, the third point would pro- cause any settlement offer to
Rather than buy a European rival, U S insurers and brokers cording to market speculation, are pose ending Lloyd's three-year names would have to include a

seeking to expand in Europe should consider investing in Lloyd's as follows accounting system Under that contribution from Lloyd's Central
of London, he suggested And any U.S companies that do take the • The first point of the plan system, which allows time for re- Fund, which is designed to pay
plunge into Europe should be prepared to spend significant would move up the timetable for porting delayed claims, Lloyd's lS claims if members fail to meet
amounts to buy quality operations the establishment of Equitas Ltd, due to report a loss for its 1992 re- their share of losses The size of

Mergers and acquisitions in Europe have changed markedly in the proposed runoff reinsurance sults this month Lloyd's iS ex- that fund has fallen dramatically
the last five years, said Mr Dolan "Most insurers and brokers company for settling past open pected to propose that the 1993, in recent years and lS unlikely to
wanted to expand to integrate for the single market in 1992 " years, and would increase the 1994 and 1995 underwriting years be able to produce enough to

But several factors have combined to sour those deals declining number of underwriting years should be closed into 1996, with See Lloyd's on page 26

investment yields led to a fall in profits, the growth of telephone
sales of insurance put pressure on expenses, banks began to com-
pete aggressively in life insurance sales, old liability losses cut
further into profits, runoff costs for old accounts grew, and most

Seizure in Sierra Leone
companies had to spend large amounts on new technology

As a result, the average return on equity for acquisition-minded One partner in mine venture
European insurers was around 6% between 1989 and 1993, he

See Europe on page 19 insured for losses in takeover
By KATE TILLEY and MICHAEL SCHACHNER

GLOBAL BRIEFS
,

FREETOWN, Sierra Leone-Nord Resources Corp
carries enough political risk and expropriation insur-
ance to cover about one year's worth of lost revenues

Fondiaria overhaul proceeds from a lointly owned mining operation in Sierra
Leone that has been shut down for nearly four

F=

despite director's suicide months after being taken over by anti-government /
rebels

FLORENCE, Italy-Despite the ing Latina and Fondiaria Assi- The Dayton, Ohio, mining company's joint venture
apparent suicide a week ago of its curazioni It wIll take control of partner, Consolidated Rutile Ltd of Brisbane, Aus-

Guinea14_
1

recently-appointed managing di- the operating companies Milano tralia, was unable to buy political risk coverage on its *'Leonk
rector, Fondiaria SPA, one of It- Assicurazioni SPA, La Previ- share of the West African mine which now is under Fr-=*awn
aly's largest insurers, last week dente Assicurazioni SpA, and partial government control but Still is not operating
announced a radical restructuring La Previdente Vita SpA The company does have property and business inter- ·4eri
in an effort to increase efficiency However, the holdings of Lat- ruption policies, but both exclude coverage for war

and return to profitability ina, which Fondiaria has been risks Atlantic Ocead?tk
MI'.-t'..'-

At the same time, Fondiaria re- running down over the past two Nord Resources has $23 million of combined war

ported its third straight annual years, are slated to be sold off and expropriation coverage through the Overseas
GRAPHIC BY KIM ROME

loss-this time of 493 4 billion lire Fondiaria said the restructuring Private Investment Corp and $8 million in expropri-
l$303 9 million), a 10 6% detemo- should add 300 bilhon lire ($184 3 ation coverage from a US insurer, said Karl Fry- rutile, a titanium ore
ration from the 1993 loss of 445 9 million) to its balance sheet, prin- dryk, comptroller "We have to assess damages and compile data be-
billion lire ($260 3 million) cipally through the sale of Lati- No claim has been filed yet, though Ongoing strife fore filing a claim But all that will be done with.n

During a 1980s expansion, hold- na's assets, including its stake in in the West African nation has prevented both part- the time requirements of our policies," he said
ing company Fondiaria SPA was German insurer AMB Aachener ners from inspecting the mine for damage Consolidated Rutile was never able to find political

created to control all the operat- und Munchener Beteiligungs A G "First the mine was taken by rebels, then it risk coverage for the mining venture
ing companies Latina Assicurazi- It added that group net debts was taken back by the Leonean government Then It first sought coverage of its exposure in 1992,
oni SpA was set up as a sub- should fall by the end of 1995 to the government left the mine and lt was back when lt began considering the venture, and made fur-
holding company for all foreign below 600 bilhon lire ($368 6 mil- in the hands of rebels We understand the govern- ther attempts to get coverage until June 1993, when it
operations lion) ment now has some control over it," said Mr Fry- entered the 50/50 joint venture, called Sierra Rutile

Under the restructuring, the The restructuring will involve dryk Ltd

main holding company will be re- the exchange of three Fondiaria The Sierra Leone mine accounted for about $30 "We knew we couldn't get cover when we made the
named La Fondiaria Assicurazi- Assicurazion or three Latina million of Nord Resources' $70 million in 1994 global decision to invest there," said P Richard Boys, com-
oni SPA, and will itself become shares for two Fondiaria SPA sales, he said pany secretary

an operating company incorporat- See Global Briefs on page 19 That mine is Nord Resources' only mine producing See Seizure on page 19

Russian insurance market shows little progress
By ELENA KUDIMOVA ment that lt faced last year un- and 13% of GDP in 1993 That Low capital requirements still be raised after the state Duma, or

dercapitalized insurers, high compares with four or five years mean an insurer can be launched Legislature, begins discussing
MOSCOW-Russia's stagnant taxes and low interest among the ago, when Russia was part of the with only a couple of thousand several proposed amendments to

insurance market seems to be fae- public Soviet Union, the premiums that dollars the nation's insurance law this

ing the same questions that have Nevertheless, insurance is be- state-run Gosstrakh-now called A Rosstrakhnadzor survey summer Efforts to amend the law
dogged the nation's intelligentsia ginning to be considered a signifi- Rosgosstrakh-collected in the re- found that 70% of domestic insur- have been stalled for several
for more than a century "What cant part of the national econo- gion amounted to 3% of GDP ers have paid-in capital of less years
to do?" and "Who is to be my,insists MT Bugaev, who lS The domestic market is highly than 50 million rubles ($9,7501, "Capital requirements mi.st
blamed?" head of the Federal Insurance Su- concentrated Just 200 insurers, or with 35% of them having less gradually be raised," according to

At the Third International In- pervisory Service of Russia, or 73% of the total, account for 75% than 2 million rubles ($390) One a draft legislative proposal, which
surance Rendezvous m Moscow Rosstrakhnadzor of the premium volume of about in three insurers was established would require all insurers to have
recently, the nation's chief insur- The numbers, though, tell a dif- 7 5 tnllion rubles ($1 46 billion), less than a year ago, 43% of the 500,000 European Currency Units
ance regulator, Yuri Bugaev, said ferent stork Gross premium vol- according to Rosstrakhnadzor companies are between 1 and 2 ($670,600) in capital by Jan 1,
the market still faces the same ume accounted for about 12% of Rosgosstrakh and ltS subsidiaries years old 1997

three main obstacles to develop- gross domestlc product in 1994 alone collect 15% of that volume Those low barriers to entry may See Russia on page 19
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The Professional Marketplace
RATES AND CLOSING TIME:

Rates: Display classified ts $142 00 per cohimn mch, minimum °fone inch Straight classified Closing: Published every Monday Copy must be in typewritten form by 5 00 p m
is $12 50 per line, mmimum of 5 lines Count 34 characters per hne (include each space and Tuesday, 6 days preceding publishing date No verbal phone copy accepted Prepayment
punctuation asacharacter) Additional $20 00 chargeforall blind box ads Only those respons- required for all advertisements Mail ads to, Cheryl Butler, Classi»fied Advertising, 740 N
es which fit mto a business size envelope willbeforwarded Responses areforwarded datly Rush St Chicago, Il 60611 For more mformation call 312-649-5340 FAX 312-649-7799

WANTED HELP WANTED HELP WANTED MARKETING MANAGER REQUEST FOR PROPOSALS HELP WANTED

Seeking position in Med Mal Claims/ Esta+hed TPA specializing in sell The Cityof New York will receive proposals CLAIMS DIRECTOR

Litigation Management with Dynamic SUNBELTOPPORTUNITIES eROPERTY & CASUALTY insured workers' compensation, affiltated for a study of the City's claim procesmig,
Company Have 15 years experience plus J[) Outstanding opporlunities for highly mott INSURANCE with mator health insurer, seeks market settlement and litigation functions, n a For khool district property/liability pool In
Degree Send Inquiries to JD, 12036 Mitch valed insurance producer to handle prop ins man,ger for Mass, NH, and Maine procurement sponsored by the Office of Washington State Bachelor's degree, 5
eli Avenue, Los Angeles, CA 90066 erlyondcasuallyaccounts,n Jacksonville Underwriting/Marketing Qualified candidate should have an the Corporation Counsel and Office of -he years multi-line daimi adjusting and 2 years

FL Qualified candidates should possess Executive extensive background In propert> and ca Comptroller Detailed requirements are de- supervisory expenence required Prefer fa-
* Bachelor's Degree sually hnes, with emphasis on workers' inbed ma Request for Proposals (RFP), milianty with public sector or self-insured
* Proven track record in commercial Growing, financially strong Northeastern

BUSINESS FOR SALE
compensdtion, plus excellent crganiza which ts to be released on Monday, May 15, programs Desire working knowledge of

Insurance production P/C comer is recruiting for o highly moh- tion and communication skills Four year 1995 Firms interested in obtaining a copy automated claims tracking systems
* Ability to interoct with hugh level voted, self starting Insurance Fco to lead it degree and professional des,snations of the RFP should contact $42,256 - $52,820 Excellent Benefits 206-

WORKER'S COMPENSATION AUDIT executives into ihe 21 st century 10+ yeirs of stable desirable 439 3636, TDD 206-439-6966, Open until
AND CASE MANAGEMENT COMPANY * Excellent presentation and successful field and home office experience Mr Joseph Trapani filled, Deadlinefor lst Intemew 5/12 EOE

communication skills in product/producer development bottom Chief Bureau of Management &NGS offers an excellent compensation
Fast growing, 5 year old Texas Company Competitive compensation, excelientbenem lineresults, managementof underwnhng/ and benefits package including 8 401(10 Accounting Systems
1994 Sales $4 OM with cash flow $1 2M package and partial relocation Send markehng operohon (including regulator# with company contribution Please send Office of the Comptroller
Price $3 OM Flexible owner terms and will Resume to Business Insurance Box 2901

government relations), reputation with 1 Centre Street - Room 1005 SENIOR CASUALTY UNDERWRITER

Ingness to stay on Call Larry (512) 740 North Rush Street Chicago IL 60611 resume and salary requirements (neces
producers, reinsurers, peers New York, New York 10007

918-1818
sary lor consideration), which will be

Altractive compensotion package with Chicago based surplus lines company seeksreviewed,n strict confidence, to Attn Ms Janet Londono-Valle
outstanding career opportunity 212/669-8203 Fax 212/669-8484

a senior casualty underwriter Candidate
should have several years experience unReply in confidence to Executive Vice Pres,dent

Business Insurance, Bow 2932, derwriting both primary and excess com-

740 N Rush St , Chicago, IL 60611
Northern General Services

MANAGED CARE
PO Box 989 HELP WANTED

mercial liability including products
Remuneration package includes salary and

Essex, MA 01929 incentive Please send resume to Business

Insurance, Box 2931,740 North Rush Street,

NETWORK MANAGERS
UNUSUALOPPORTUNITY'

11 Chicago, IL 60611
=

Busy Multi-Corp Risk Mgmt Consulting

A leading national life and health insurance company Looking for a candidate Firm on Long Island seeking a bright, take
charge person looking to assume risk man-

is expanding its traditional Broup benefits services ager account responsibility
LOSS CONTROL COORDINATOR

through the development ot a new and innovative to fill thejob?
managed care product This has created an exciting Mnimum 3 years/Maximum 8 years diver>e Seattle, Washington For self-insured pool

prop/cas experience in brkge/ins co /con to provide services to school districts Re-
and unique opportunity for experienced, dynamic Business Insurance Classifteds assirB top quality reeultel rm Must be willing to work hard, expand quires BA/BS and 2 years property/casualty
managed care professionals to direct the development knowledge and grow with us loss control exp (additional 2 yrs exp or cer

and growth of ten regional networks m the Call Cheryl Butlerat tification in safety or loss control m lieu of
Northeast, Southeast, Southwest and Great 312-649-5340 for advertising details Excellent verbal, written and PC spread- degree), valid drivers tic, flexible hours
Lakes regions sheet skills a must College graduate with Open until filled Salary nego Excellent

ARM/CPCU or nearly completed benefits, call (206) 439-3636 for application
packet TDD (206) 439-6966 EOE

The ideal candidate will have a Bachelor 's degree NO RELOCATIONS

m nursing or another chmcal health care field, a
Master's in business or health care administration ENERGY Send Resume to LRF/RM, Inc , 170 Great

Neck Road, Great Neck, NY 11021 or Fax to
is preferred, seven to ten years of combined (516) 466-0997 SENIOR REINSURANCE SPECIALIST

experience in managed care program management LG&E ENERGY CORP has an

and health care clinical operations, including at least immediate opening for a' To develop & maintain a comprehensive

three years at a managenal level, comprehensive
understanding of assigned estates in liqui-

POSITIONS AVAILABLE dation & their applicable assumed/ceded
knowledge of provider relations and contracting, This position will be reinsurance programs Will prepare recon-
quality assurance, utilization management and responsible for directing the TAX ATTORNEY ciliations, accts & claims billings as neces

network marketing and customer service, superior corporations risk management pro- sary to effect collection of all viable ceded

leadership, communication, negotiation, financial
The law division of our $65 billion financial

grams to assure that assets are properly pro-
reins recoveries

planning and analysis, and general management
services holding company is seeking an e-

tected by insurance or other financial means. The perlenced tax attorney Requirements In- Requires 7-10 years of technical reins ex-
slalls, and a strong desire to achieve and excel Director will also be responsible for identifying loss expo- clude a minimum three years of legal tax ex- perience in und, claims or acctg with ex-

sures and placing approved insurance programs, and all perienceand familianty with life insurance, cellent interpersonal and verbal/written
An excellent compensatton and benefits package duties involving company risk and conservation mutual funds and/or annuity products pre- communication skills, ability to Interpret &
compliments this unique opportunity for profes- The successful candidate should have a BS in Risk ferred Investments, International and apply reins contractwording, handlecom
sional growth Please send your resume, along with Management, Business or Accounting with ARM and CPCU

ERISA experience are added pluses We of- plex math calculations, analyze & interpret
your current and expected compensatton to TMP fer comprehensive compensation, benefit financial statements & complex financial

designations desirable, plus significant risk management and relocation packages
Confidential Reply, Dept. C0129,420 N. Wabash,

documents, proficient in word processing
experience Position requires superior management and & spreadsheet software, ability to maintain

Chicago, IL 60611. Equal Opportunity Employer SALES DIRECTORcommunication skills working relationships with reinsurers, in

We offer an excellent salary and benefits package If you The investment division ofour $65 billion fi termedianes & third parties
are seeking a rewarding career that only a leading energy nancial services holding company is seeking

services company can offer, please send your resume along a sales director to direct and manage the Send resume to HR Dept, Conservatjon &
with current or most recent salary in confidence to· Frank sale of Investment managemenvservices to Liquidation Office, P 0 Box 26894, San

small to medium-sized life, health, and P&C Francisco, CA 94126 EOE

Market Manager
McKInney, LG&E Energy Corp., P.O Box 32010,
Louisville, KY 40232.

Insurance companies Directs account rela-
tionships and sales staff activities Requires

Equal Opportunity Employer a minimum of five years of sales manage- CEO FOR MULTI-JURISDICTION PUBLIC
ment experience and at least three years ot

WC Residual Markets
ENTITY LIABILITY/PROPERTY POOL

investment management for Insurance
companies MBA and/or CFA desirable The employer is an eight year old nonprofit

risk sharing pool with annual contributions
,, Send resume for desired position to of $9 million providing property and liabill-

Lincoln Life, 1300 5 Clinton Street,

We are the nation's largest information company servin ty coverage to member Native American

the workers compensation industry This newly createa Asbestos P O Box 7829, Ft Wayne, IN 46801 EOE and Alaska Native Housing Authorities
throughout the United States It seeks a

position will play an important role m allowing us to meet Chief Executive Officer to assume manage-

our corporate mission. Claim Specialist ment responsibility for all aspects of its op
REINSURANCE MANAGER erations in Albuquerque, New Mexico

Based out of headquarters m Boca Raton, Florida, the Wausau Insurance Companies, a large business insurer located Applicants with a combination of the fol-

successful candidate will have a major impact on our in Wausau, Wisconsin, has an opportunity for an Asbestos Claim Responsible for department operations, as- lowing qualifications are encouraged to
Specialist to work in its Home Office Claim Function The sumed and ceded reinsurance runoff for in- apply A bachelors degree in business ad

ability to meet our revenue objectives through the successful candidate will have extensive hands-on technical solvent estates Establish & maintain good ministration, an advance degree In busl-

identification of opportunitles to market products and experience directing moderate to high potential long-term or relationships with Intermedianes, reinsur- ness, finance, planning or law is preferred,
ers & other third parties Train & evaluate proven expertise m the property/casualty in-services geared to Residual Market mechanisms. There- continuous exposure hability claims including asbestos

fore, the qualified individual must have a strot
staff Participate as a member of the mgmt surance/risk management field, manage-

The individual who fills this position will be able to resolve com- team ment level experience at a property/casual

knowledge of WC or P&C lines and an understan - plicated issues, develop case strategies, direct litigation ty Insurance entity with annual premiums

ing ofinvoluntag mechanisms. management, and negotiate cost-sharing agreement and large Require 12+ years of technical reinsurance exceeding $5 million, and at least five years
loss potential settlements There is frequent contact with policy experience (underwriting claims, acctng) in experience in a large risk (exceeding

positions of increasing responsibility with $100,000 in annual premiums) commercialFulther, we require experience working with customers holders, attorneys, and other camers, requinng strong oral and
five or more yrs of mgmt experience underwriting or public entity risk pool un

to identify needs and requirements, as well as having - wntten communication skills
Excellent nterpersonal, organization & ne- derwriting The successful applicant will

worked with product management/development func- - Our benefit package includes a match- gotiation skills demonstrate an ability to work with a cul-

tions to introduce products which meet those needs ing 401 K, company-funded retirement turally diverse membership, board of direc-
plans and compensation based on indi- Must be experienced In the Interpretation tors and staff Salary negotiable based on

Relocation, excellent benefits, and salary plus incentive vidual merit If you qualify, send a and application of reinsurance contract experience Preference will be given to qual

is offered Fax resume to (407) 995-1830, or mall to resume to Ron Schulz. Human Resources wording, familiar with ins/reinsurance thed Native Americansand Alaska Natives
mgmt Information systems, PC literate, in- Send resume and SALARY REQUIREMENTS

R,B Storch, Human Resources,
(95-5), Wausau insurance Companies,
P.O. Box 8017, Wausau, WI 54402-8017. cluding aworking knowledge ofword pro- to Nancy Harjo, Personnel Officer,

NCCI, Inc, 750 Park of cessing and spreadsheet software AMERIND Risk Management Corporation
Ir.172r2ll National We are an equal opportunity and 900 Second Street, NE, Suite 221,Commerce Dnve, Boca Raton, ILA.1.0&.7.1 Council on affirmative action employer Drug test-

FL 33487 EOE M/F/D/V
Send resume to HR Dept, Conservation & Washington, D C 20002 by June 9,1995

Insurance WAUSAU ing required Liquidation Office, P 0 Box 26894, San
Francisco, CA 94126 EOE NO PHONE CALLS
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INTERNATIONAL

Europe Confederation Life Insurance Co Ing opportunity for Insurers looking Russia tive/president of American Inter-
(BI, Aug 29, 1994) to estabhsh a European beachhead," national Group Inc in Central

Acquisitions within the same Mr Dolan said and Eastern Europe
Cont:nued from page 17 country are likely to contmue, Mr Some of the syndicates at Lloyd's Cont:nued from page 17 "This is now seen as a problem
said "That's really pretty poor Dolan said can be very profitable and they do As of Jan 1, 1995, Rosstrakhnad- internationally," Mr Westergren

The poor results have led Insurers Small brokerages also w]11 be not have expensive distnbution sys- zor issued licenses to 2,295 insur- said
to shlft their focus "They have swallowed up by larger ones Farm- tems or large staffs, he said Many of ers, 74 of them partly foreign- He advised the Russian law-
moved away from increasmg their ly-owned brokers on the continent the Lloyd's managing agencies are owned makers to set a good example for
product mix and expanding geo- and small brokers m London wlll m- eager to attract corporate capital for The newest of the joint insur- other Commonwealth of Indepen-
graphically Now they are makmg creasingly be bought by interna- their syndicates, so U S corporate ance ventures in Russia lS AIG dent States nations that restrict
deals for internal reasons," he said tional brokers, Mr Dolan said mvestors w11 be able to wield sigmf- (Moscow) Ltd, which was 11- foreign ownership because Rus-

Many European Insurers now are And banks wall continue to enter icant influence over the business censed in December slan capital now is considered for-
looking to improve their return on the insurance market through joint stratemes of the syndicates, he said Even the draft amendments to eign in those nations
equity from their acquisitions, which ventures with msurers Usually the Several large nsurers already have the insurance law maintain a 49% He also advised against estab-
they largely had ignored m the past, banks will own most of the shares m invested in Lloyd's cap on foreign ownership, so that lishing a state-owned reinsurer,
Mr Dolan said "And they are realiz- the ventures, he added Among the more recent moves, restriction probably will not citing the failure of similar ar-
mg that they have allowed serious U S companies looking to expand Duncanson & Holt Group Inc,are- change until 1999, when various rangements in Argentina and Bra-
problernstogrow m their home mar- into Europe should ensure they are insurance unit of UNUM Corp of European Union agreements will zil
kets while they were looking to ex- buying high-quahty companies, Mr Portland, Maine, is planmng to ac- require Russia to open up its mar- Lack of long-term Investment is
pand mternationally" Dolan said "A real commitment has quire Lloyd's syndicate 957 and es- ket another problem in Russia

In the past two years, deals have to be made Try and buy a quallty tabllsh a new managmg agency That law was appropriate for Sergey Tikhonov, vice chairman
reflected the separate goals of indi- business whether it is big or small " The new agency, Duncanson & 1992, when lt took effect, but lt of St Petersburg-based Prog-
vidual companies, Mr Dolan said And the U S buyers must be pre- Holt Agency Ltd, unll be a mint "does not consider current reah- ress-Neva Insurance Co, admit-

For example, last year General Re- pared to pay high pnces when they venture between Duncanson & Holt ties," said Mr Bugaev Liberaliz- ted that "there are no objective
msurance Corp sought to become a make the acqwsitions, he said and Barder & Marsh, an casting ing the foreign ownership restric- reasons for long-term insurance in
global relnsurer by gaming control An alternative to buying a stock Lloyd's agency that wlll provide ad- tions would foster development of this country and the investment
of Cologne Re, and Sun Lie Assur- insurance company in Europe lS to ministrative services Syndicate 957 the market, he added climate produces only short-term
ance Co of Canada sought to become a corporate mvestor m covers aviation and personal acci- Russian insurance company ex- investment "
strengthen its operations m Bntain Lloyd's, he said dent nsks and formerly was man- ecutives at the meeting-such as That poor climate keeps an esti-
by buying the Bntlsh subsidiary of "Lloyd's represents a very Interest- aged by Barder & Marsh EII Konstantin Pylov, head of the mated $250 billion to $300 billion

Russian Insurance Center, and of Russian private capital abroad
Vladimir Krouglyak, president of Mr Tikhonov blamed the Rus-

Seizure Consolidated Rutile also sought of rutile anc 60,000 tons of 11- Ingosstrakh-are far less excited stan government for the lack of
coverage in the London market menite a year Both are used m about outsiders coming into the public confidence, because it has
but was unable to buy war risk in- production of titanium dioxide, market not indexed savings to inflation at

Continued from previous page surance for Sierra Leone Mr which is used to make pigment Foreign insurance brokerages the state-owned Sberbank, which
Several times the company ap- Boys said it could have bought Operations are not expected to are not covered by the insurance had a monopoly during the Soviet

proached the Export Finance & only limited cover, and the price resume in the short term law and two London-based bro- era
Insurance Corp in Sydney, which, was prohibitive Sierra Rutile is unable to claim kers, Sedgwick Group PLC and And Boris Pastukhov, presidentlike OPIC in the United States, lS CRL's investment in Sierra Le- on its property and business inter- Willis Corroon Group PLC, al- of Industrial Insurance Co of
designed to help exporters and in- one is valued at $84 million Aus- ruption policies, placed by Sedg- ready have established entities Moscow, blamed Rosgosstrakh,
vestors in overseas projects One trahan ($62 milhon) wick Group PLC, because of a here with the legal status of Rus- which under the Soviets was the
of its functions iS to provide in- The mine, which had operated war risk exclusion, said Mr Boys, man companies and with 100% domestic monopoly Gosstrakh, for
surance for Australian investors without Incident since 1971, was who would not give coverage de- Russian capital along with their not indexing long-term insurance
in offshore enterprises against the seized by rebels on Jan 21, and tails representative offices in Moscow products to inflation He said this
risks of loss from restrictions on has not operated since, although "Sierra Rutile Ltd 's insurance (BI, March 20) discourages long-term investment
-currencies, expropriation or war government forces loyal to Capt brokers have advised that its poli- The best thing Russian lawmak- and causes problems for the de-damage Valentine Strasser, Sierra Leone's cles are unl]-kely to cover damage ers could do for the insurance velopment of pension insurance

And, several times the company president who was installed or loss of equipment, if any, at the market would be to make premi- and private pension funds, both of
was rebuffed Mr Boys said the in a rebel Coup in 1992, claimed mine site," or any consequential ums tax-deductible, said Bengt which were recently Introduced in
export finance agency officials to have retaken the mine on April losses, he said  Westergren, senior representa- Russia
said they preferred to focus on 24
Asian projects Seventeen people, including

Consolidated Rutile also sought three employees of Sierra Rutile,
coverage through the Switzer- were taken hostage by the rebels
land-based Multilateral Intergov- on Jan 21 and released unharmed insurance Services Guide
ernment Agency, a World Bank on April 20
subsidiary Those attempts failed Although government forces
because Australia lS one of the claim to have retaken the mine,

WATER DAMAGE?few developed countries that is Mr Boys said no employees would
not a signatory to a World Bank go back to the mine, which usu- Business CPCU and IIA RENT DESICCANT DRYING TRAILER

candidates Self Contained Units include -- - 6417*

agreement that allows companies ally employs 1,500 people, until insurance® • Des,ccant Dehumidifiers Ill t
1 guarantee you will learn more,n less time with • Electric Heater

access to the agency's insurance their safety could be guaranteed The Burnham System - or your money back • Diesel Generator

arrangements Circulation Breakdown Ray Burnham CPCU CLU ARM • Hydraulic Lift GateThe mine produces 150,000 tons
Commercial Consumers 19 Everett Street Southbridge MA 01550 800-368-3824

Call 1-800-GET-CPCU Now' (C.45 RENTAL TOOLS a EQUIPMENT CO.
Administrative: \2 15 Depot Locations • 0-40 Yurs Scrilco

GLOBAL BRIEFS CEO's, Presidents, and Owners,
2,009

Vice Presidents, General Managers and Other
Administrative Fersonnel 5,645

Continued from page 17 based insurer And, this year losses PLAN AHEAD FORFinancial:
shares could increase as more companies Chief Financial Officers and Vice Presidents of

Shortly before the restructunng fail in the wake of Germany's worst Finance 3,539 THESE UPCOMING
Secretaries, Treasurers, controllers and otherand results were to be announced, recession since World War II
Financial PersonnelLudwig Von Hackwitz, the compa- At the same time, gross premiums 3,279 ADVERTISING OPPORTUNITIES

ny's new managing director, ched in rose 45% to 7267 milhon DM from Risk/Employee Benefits:
Vice Presidents Directors, Managers, and othera fall from a 21st floor Milan apart- 695 5 milhon DM m 1993 ($468 9 related department personnel of insurance, nsk,

ment He had pmed on Apnl 3 milhon from $400 5 milhon) employee benellts, personnel, compensation, May 29th Issue
Fondiaria's problems stem from The underwnting result lowered pension, safety, security industrial relations,

human resources and Alternative Risk Financing Facilitiesan attempted takeover by the Itallan earnings Net income sank to 80 employee/labor relations 15529

industrial group, Ferruzzi Fman- milhon DM from 246 milhon DM m Sub-total 30,001 Directory: Alternative Facilities
ziaria, which started building up a 1993 ($52 milhon from $142 mil- Associations 343

Government Unions and Educational ISG Closing Tuesday, May 23rdstake in the late 1980s and then was hon) Institutions 950

found m 1993 to be suffenng from Hennes Kreditversicherung ad- Commercial Consumers Bonus Distribution.
huge debts It has been alleged that ministers the Gennan government Sub-total 31,294

Bermuda Insurance Symposium,Fondiana's losses were hnked to op- export guarantees, and Hans Janus, insurance Agents and Brokers 8,285
Insurance Companies 7,687 National Association of Insurance Brokerserations that siphoned off large a board member, expects 1995 Accountants, Actuanes,

parts of its assets losses in that program w111 approach Attorneys & Consultants 3,563

-By Edwin Unsworth the records set in 1994 Adjusters, Appralsers, TPA's, Captive Managers

In 1994, the government guaran-
& Health Care Providers 1,844 June 5th IssueOthers Allied o the Field 1,028

Credit losses teed export contracts amounting to Total Qualified
334 bilhon DM ($216 bilhon)

53,701 Government Risk Management
Non qualified 74

MUNICH, Germany-Record Losses hit 74 bill-on DM ($48 bil- Single Copy Sales 6 ISG Closing: Tuesday, May 30th
postwar levels of banlfruptcies are hon), with losses in Russia alone at TOTAL CIRCULATION 53,781
producing undenmting losses for 39 bilhon DM ($25 bilhon) Prerru- * Source Bumness/Occupational Bonus Distribution:

breakdown of qual,hed circulation.Germany's largest credit msurer ums fell 8% to 840 milhon DM
Novemoer 28, 1994 Issue, as Public Risk Management Association:At Hermes Kreditversicherung ($542 1 milhon) from 9156 milhon submitted to BPAfor December 1994

National Associationof Insura,Ke CommissionersA G, underwnting losses more than DM ($527 3 milhon) m 1993 BPA Publishers Statement

doubled-to 17 milhon DM ($11 The guarantee program ran a def-
milhon) m 1994 from 7 97 milhon icit last year of 44 bilhon DM ($28

For advertising information in the INSURANCE SERVICES GUIDE Contact Cheryl Butler, Classified AdvertisingDM ($46 milhon) m 1993, said bilhon), down 137% from 5 1 bil-
Wolf-Ingo Danus, chief executive hon DM ($2 9 bilhon) in 1993 740 N Rush Street, Chicago, Illinois 60611 Telephone (312) 649-5340
officer of the Hamburg, Germany- -By Don Lewis Kirk
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Lloyd's
Continued from page 17
cover the debts of loss-making
names.

In the recently released annual
report of the Corporation of
Lloyd's, Mr. Rowland said the
Central Fund had shrunk by 18%
in 1994 to £738 million ($1.15 bil-

lion).
The reduction in the Central

Fund also explains why any set-
tlement offer is expected to in-
clude a contribution from other

participants in the Lloyd's mar-
ket, such as agents and brokers.

Names would like for those who

have profited from their dealings
at Lloyd's to contribute to a pack-
age to help those who have made
losses, Mr. Powell said.

Chris Hitchins, a leading
Lloyd's analyst with stockbroker
UBS Ltd. in London, said the
stock market widely expects a set-
tlement offer to include a levy on
names. There is a gap between
what names owe and what they
can afford to pay and what the
Central Fund can afford to con-

tribute on their behalf, he said.
"If a settlement of outstanding

liabilities is to be full and final,

that gap has to be bridged" and a
levy is the most likely means, he
said.

The need for a levy may be one
of the reasons that Lloyd's will
leave a time gap between unveil-
ing its recovery plan on May 30
and making a settlement offer.

A levy will anger many names,
particularly those who have not
been involved in litigation or who

INTERNATIONAL

have been on profitable syndi-
cates. If the levy falls on 1994 and
1995, and is agreed to by mem-
bers, corporate members would
also be assessed.

A delay between unveiling the
recovery plan and making a set-
tlement offer would give those
names time to cool off, said Mr.
Hitchins.

Regarding a possible move to a
one-year accounting system, Mr.
Powell said that while names

would welcome this move, it also
.would entail a lot of technical

problems," such as accounting for
delayed claims.

It is near certain that any offer
will have to include a cap or ceil-
ing on what members can be
asked to pay to rneet past losses.
Lloyd's Chief Executive Peter
Middleton has already said as
much, acknowledging that the
lack of a capping mechanism was
a main reason names rejected a
£900 million ($1.43 billion) settle-
ment offer last year (BI, Feb. 21,
1994).

Most of the current disputes and
cases of litigation stem from busi-
ness written in the 1980s, largely
on risks such as asbestosis and

pollution, primarily in the United
States. These turned into disas-

trous lines for Lloyd's, with hun-
dreds of millions paid out already
and claims still coming in. Names,
who agree to unlimited liability
when they join Lloyd's, fear fu-
ture such claims.

Lloyd's desperately needs the
settlement as a means of ending
litigation involving thousands of
names in more than 50 action

groups.

If a settlement offer is not forth-

coming at the annual meeting, the
question of when it is likely to
materialize remains open.

At an ALM conference in late

April, Mr. Middleton refused to be
pinned down to a date, while
ALM Chairman Sir David Berri-

man said he expected an offer to
be made in June.

Mr. Powell believes that the of-
fer will not come that soon. After

allowing for debate and a vote, a
settlement will not be finalized

before October, he said. His time-
table also takes into account the

belief that a settlement offer will

have to include a cap on losses,
that this will have to be done

through Equitas, and that it will
take months more before Equitas
will be able to do this.

But, even October might be too
optimistic, said Mr. Hitchins, who
also linked his reasoning to the
need for a cap involving Equitas.
But he believes Equitas cannot
take on this responsibility by Oc-
tober.

Reports also have circulated
that rather than impose a levy on
names, Lloyd's may try to press
them for a similar-sized loan. Yet

other rumors, which Lloyd's de-
nies, say it might seek assistance
from the Bank of England.

However. Mr. Hitchins said that

Lloyd's cannot fund a recovery
without collecting the hundreds of
millions of pounds still owed it by
non-paying names.

"The reality is that you can only
borrow money if you know how
you're going to repay it," he said.
"A loan cannot make Lloyd's sol-
vent." [0]
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ERISA
Continued from page 1
surcharge later was extended to
self-insured plans, though patients in
Blue Cross & Blue Shield plans are
exempt.

Mr. Stromberg predicted that if
Republicans retain control over Con-
gress and state legislatures, a broad
reading of the pre-emption clause
will remain out of favor.

Realizing that, employers and
other ERISA proponents should
camfully pick and choose which
state laws they challenge in court,
said Harold Iselin, a partner with
Couch, White, Brenner, Howard &

Feigenbaurn in Albany, N.Y.
Mr. Iselin, one of the attorneys

who argued against New York's sur-
charge before the Supreme Court,
said that pushing forward cases in
which the challenge involves an indi-
rect link to employee benefit plans is
not a good idea. "Well end up get-
ting a lot of lower court decisions
against an ERISA pre-emption and
then we'll all be left without the

weapon," he said.
"If we can reach a national con-

sensus to only force 'pure' ERISA is-
sues, then we may see ERISA's pre-
emption rise from the ashes and re-
cover its vitality," Mr. Iselin said.
Pure ERISA issues are those in

which a state law clearly regulates
an employee benefit plan.

Following the Tmvelers ruling,
ERISA's pre-emption will be upheld
only when the state law forces a
plan administrator to change a
course of action or make a benefits

related decision that would not have

otherwise been made, says Bartley J
Costello, a lawyer with Hinman
Straub Pigors & Manning in Albany,
N.Y., which represented the New
York State Conference of Blue Cross

& Blue Shield Plans, the defendant
in the Travelens case.

As a result, state laws being chal-
lenged in several lesser-known law-
suits that have been sitting in federal
courts awaiting the high court's deci-
sion on Travelers are more likely to
be upheld, Mr. Costello said.

These cases involve surcharges on
hospital bills and assessments on in-
surers and HMOs that generate more
than $1.45 billion annually

·In one, the Internationall Brother-
hood of Electrical Workers asserts

that ERISA pre-empts a New York
law that tacks on a 5.5% surcharge
to all hospital bills in order to fund a
hospital bad debt and charity pool,
which is used to subsidize indigent
care. This surchage generates about
$1 billion per year.

In 1993, the IBEW challenged the
state's surcharge system, claiming it
forced employee benefit plans to pay
more for health care and, thus, was
"related to" benefit plans. A federal
judge in Brooklyn has delayed ruling
on the case pending a ruling in the
Davelets case.

Two other appeals challenging two
separate Connecticut surcharge laws
are pending before the 2nd U.S. Cir-
cuit Court of Appeals.

In the first, the New England
Health Care Employees Union is
challenging an 18.7% surcharge on
hospital bills. The surcharge was de-
signed to raise $300 million per year.
A federal district judge struck down
that surchage in February 1994.

Following that February ruling,
Connecticut instead put an 11% tax
on hospital revenues and a 6% sales
tax on patient services. Those
charges were challenged by the Con-
necticut Hospital Assn. on ERISA
grounds and in November 1994 that
law, too, was struck down.

Both cases have been argued, but
no appeals rulings have been issued.

In another New York case, the
New York State Health Maintenance

Organization Conference and the
Health Insurance Assn. of America

both are challenging the state on
ERISA pre-emption grounds over a
system in which insurers and HNIOs
with healthier risk pools must con-
tribute to a pool of money for insur-
ers and HMOs that service the state's

poorer health risks.
The demographic and high claims

pooling requirement arose out of
New York's 1993 community rating
and open enrollment legislation. The
pool is designed to provide demo-
graphic adjustments to health insur-
ance rates and functions as a form of

reinsurance for insurers with high
medical costs.

In February 1994, a U S District
Court judge ruling on NYSHMOC
vs. Curiale, found on behalf of the

HMO association. Relying on the 2nd
Circuit's ruling in the Travelers case,
the judge found that HMOs are not
in the business of insurance and,
therefore, could not be regulated un-
der a state's authority to regulate in-
surance. Insurance regulation is spe-
cifically exempt from ERISA pre-
ernption.

That case is now on appeal to the
2nd Circuit. Once that ruling is is-
sued-probably sometime later this
year-a ruling will be issued in the
similar action brought by the HIAA,
probably in 1996.

In the meantime, health insurers

and HMOs have been placing their
pool assessments in escrow. About
$150 million is currently in escrow.

"The judges in all these cases sim-
ply have been waiting for a final de-
cision in the Travelers case. In light
of Tmveters, there is a good chance
that the NYSHMOC and HIAA

courts will hold that the (regulation
calling for the demographic pooling)
does not relate to ERISA plans and
therefore is not pre-empted by
ERISA," said Mr. Costello.

He said the Supreme Court ruling
is a major victory for states in their
efforts to craft health care legislation
that ensures fairness for all health

insurers and HMOs.

"Before the Supreme Court ruling,
the 2nd Circuit had decided that any
state law impacting any ERISA plan
would be pre-empted. But the Su-
preme Court has acknowledged that
almost everything has indirect im-
pact on ERISA plans and the mea-
surement for pre-emption is whether
the law forces a plan administrator
into doing something it wouldn't do
otherwise. Surcharges and rate dif-
ferentials don't automatically do
that," Mr. Costello said.

"Anything to do with hospital
rates is probably dead," Mr. Iselin
agreed. "But there is some room left
to challenge anti-managed care laws
and any willing provider legislation,"
he said. [©]

ADV ERTISE R

EX

Issue ofMay 15

ADVERTISER

AIG Corporate

APT Inc.

Brownyard Group

Business Insurance . ....

Equipment Insurance Mgrs

Fireman's Fund

Media/Professional Ins.

Met Disability .....

Reliance National ....

RLI Insurance Co./I)&0...

Sterling Administrative Svc.

Swiss Life .................

Terra Nova Insuranbe Co. Ltd

Wausau Insurance Company

PAGE#

24

.13

.14

. 16

.12

4

-9

.. 10-11

7

..12

..14

13

6

......... 5



Bus:ness Insurance, May 15, 1995 / 21

That flies in the face of what iriontztotnhelFoe555* Antitrust, regulatory hurdlesthe plaintiffs bar had gotten us to
do" by abandoning vague contract through a less rigorous process

Contznued from page 2 language and adopting specific and procedures don't go through raise PHO stability questionsing that coverage exclusions for exclusions, he complained an evaluation process at all
certain controversial treat- "No one can predict where the "But we have to figure out what
ments-most notably autologous definition of disabled will come works as soon as possible, because By CHRISTINE WOOLSEY bureau of competition in Wash-
bone marrow transplants with down as this filters through the once a technology lS on the mar- ington

high-dose chemotherapy for federal courts," Mr Johnson said ket, you can't get rid of it," Mr SAN FRANCISCO-Benefit Indeed, the number of pre-
breast cancer-violate state and But, "the nature and quality of Lerner said "Once a technology managers who may have been merger filings to the FTC by pro-
federal anti-discrimination laws the defense insurers and other comes into use, it is difficult to counting on physician/hospital viders-including physician

"For about six years, I've health care payers put on will abandon it-even after it becomes organizations groups, hospitals, outpatient sur-
worked with insurance companies have a big effect " ineffective "

on designing contracts that limit Technology assessment experts, ECRI recently completed an ex- GIjAA and other local gical centers, rehabilitation facili-
provider affilia- ties and retail pharmacies-dou-

coverage for experimental treat- who conduct research designed to tensive evaluation of whether tions to provide bled between 1993 and 1994 and
ments," Mr Johnson said during a determine whether specific treat- ABMT with high-dose chemother- a competitive option to large will likely double again in 1995,
session at the Group Health Assn ments like ABMT actually pro- apy prolongs the life of breast managed care plans could be left she said
of America's sixth annual man- long or improve the quality of life cancer patients After reviewing waiting in some markets The FTC is less concerned about

aged care law conference, held in for patients, say one way to stem 1,500 research articles on the While many PHOs and other mergers among health mainte-
San Francisco May 8-10 the tide of rising litigation is to treatment and evaluating evi- provider-organized delivery sys- nance organizations, she noted

"No matter what, we always create a new coverage decision- dence from 40 clinical trials, ECRI tems are running smoothly and "The FTC's historic role in

wound up in court arguing about making system concluded "there is absolutely no are capable of assuming risk un- health care has been to protect
what constitutes 'experimental "We have to create a system evidence of benefit for using der a managed care contract, oth- competition because it leads to in-
and investigational' treatments," that makes strides in creating high-dose chemotherapy for ers are struggling to become via- novation, lower prices and better
he said public trust," said Jeffrey C breast cancer patients," Mr ble managed care entities choices for consumers," Ms Step-

Plaintiffs attorneys argued in- Lerner, vp of strategic planning at Lerner said Antitrust regulations and cur- toe explained "That theme re-
surers' definitions of experimen- ECRI, a non-profit technology as- In fact, "there is evidence of rent tax laws are blocking physi- mains true today We will chal-
tal treatments were too vague and sessment agency in Plymouth harm"in using the therapy "Pa- clans and hospitals from banding lenge anti-competitive mergers
confused the average person, Mr Meeting, Pa tients survive for a substantially together or forming joint ventures and cartel providers "
Johnson explained Defense attor- Too often, patients think insur- shorter period of time when they to sell services as an integrated While physician groups aren't
neys responded by writing con- ance compames and other health get high-dose chemotherapy And, delivery system, a ccording to too happy about FTC constraints,
tracts that listed the specific pro- care payers make coverage deci- many of them die from the bone health care and antitrust experts lt'S not likely the FTC will back
cedures or treatments that insur- sions based purely on selfish fi- marrow transplant, not from the As a result, employers may find off
ers didn't wish to cover nancial reasons, rather than a breast cancer," he said it easier-and more predict- "There is the potential for anti-

But that hasn't stopped the del- careful evaluation of whether Insurers, managed care compa- able-to contract with traditional competitive mergers, like those of
uge of lawsuits, Mr Johnson said controversial treatments improve nies and other health care payers health maintenance and preferred physician practices We haven':
And now, insurers and other the health of patients, Mr Lerner have an obligation to get this in- provider organization networks, seen any cases yet, but the issue is,
health care payers face the nettle- said formation into the hands of pa- at least until these new types of at some pomt, doctors will come
some task of trying to defend In reality, though, "technology tients, Mr Lerner said One way provider-affiliated systems pass together so that they restrict com-
charges that coverage denials vio- assessment is what underpins cov- of reaching them iS through advo- muster with federal antitrust au- petition for consumers," Ms Step-
late state civil rights laws and the erage decisions in the payer com- cacy and support groups "When a thorities and other regulators toe said

Americans with Disabilities Act munity," he explained new study comes out, make sure it "In a large number of markets Physicians say the FTC regula-
of 1990 Technology assessment evalu- gets out to the public that day, be- where I'm working with hospitals tions that prohibit them from

"During the last year, 80% of ates drugs, medical devices and cause people are going into sur- and physicians to form integrated forming networks are too strict
the cases in my office have also procedures on the basis of their gery every day " delivery system entities, they have

.Our motives for wanting to

contained the charge that the ex- safety, effectiveness in both re- Patients want to know how cov- a lot of water to cross before be- modify antltrust laws are simple,"
clusion m the coverage contract search and real-world settings, erage decisions are made Health coming successful," said Mark said Edward Hirshfeld, associate
violates some anti-discrimination economic implications and rela- care payers ' must be publicly ac- Lutes, a partner with Epstein, general counsel with the Amen-
·law," Mr Johnson said tive merit compared to other countable for their decisions You Becker & Green in Washington can Medical Assn in Chicago

The problem in defending such available treatments can't just say, 'I have a competent Mr Lutes participated in one of "Physicians want to participate m
suits, particularly those that claim Different medical technologies staff of physicians, but you can't several discussions about health managed care on a managerial
discrimination under the ADA, come into the market in different see how they reached their con- care antitrust issues that took level "
lies in how the Equal Employment ways, Mr Lerner explained For clusions ' We need to forge a rela- place at the Group Health Assn of But, antitrust regulation is pre-
Opportunity Commission, which example, prescription drugs go tionship with consumers based on America's managed care law con- cluding many from doing so Un-
enforces the ADA, categorizes through a rigorous evaluation trust," Mr Lerner said I ference, held May 8-10 in San der current FTC guidelines, for
people with disabilities Francisco example, physicians can form

The EEOC issued its interim en- "The Internal Revenue Service risk-bearing organizations with
forcement guidelines for the ADA GHAA draws 200 to City by the Bay isn't making it easy for tax-ex- panels of providers, but they are
in June 1993 (BI, June 14, 1993) empt hospitals to partner with prohibited from forming interme-

"The probable interpretation of SAN FRANCISCO--More than 200 health law attorneys and physicians or to use tax-exempt diary units, like preferred pro-
the ADA that is likely to prevail is managed care professionals attended the Group Health Assn of capital for integrated delivery vider networks, because it's ille-
anyone suffering from incurable America's sixth annual managed care law conference held May system development," Mr Lutes gal for physicians to form a PPO
cancer will meet the definition of 8-10 in San Francisco. explained that sets prices for services

disabled under the ADA," he pre- Dozens of health law and managed care experts, as well as a The challenge that regulatory
.

We recognize there are physi-
dicted handful of state and federal regulators, gave presentations on legal authorities like the Federal Trade cian organizations that cause

"Under the ADA, you cannot issues facing the managed health care industry. Commission face when studying problems by forming large panels

exclude coverage for specific dis- Several sessions discussed provider antitrust and hablhty issues, these entities is "discerning when involved in conspiratorial activi-
eases or disabilities related to a while others focused on the effect of ERISA on state regulation of an integrated delivery system goes ties And we recognize the prob-

group of diseases" if they affect a health care and coverage of experimental treatments beyond ltS ability to improve net- lem in distinguishing between

particular group of individuals The GHAA is a Washington-based trade association representing work management and results in good and bad physician groups
Since breast cancer affects fe- more than 400 health maintenance organizations The group pro- anti-competitive practices/'he because superficially they can
males, it could be argued under vides legislative and lobbying semnces, research and analysis on noted look identical," Mr Hirshfeld

the ADA that denying autologous trends m the managed care industry and sponsors educational pro- The FTC lS studying vigilantly said "But we think we are being

bone marrow transplants with grams all proposed mergers among acute too conservative in thinking an

high-dose chemotherapy iS dis- For more Information, contact Don White at the GHAA, 202- care hospitals and various physi- organization that has the poten-

criminatory toward women, Mr 778-3274 cian groups, said Mary Lou Step- tial to be anti-competitive will be
Johnson said toe, deputy director of the FTC's so "

Liability
hicle pursuits proached them on a street corner 26 other California cities as well as represents plaintiffs in police lia-

However, that immunity was not Officer Jenkins, who was driving the California Police Chiefs Assn, bility cases, predicts will happen
intended to apply to vehicle vs pe- the patrol car, said he braked, but the California Peace Officers Assn "The League of Cities will go to

Continued from page 3 destrian pursuits, said Tom Vance, his foot slid off the brake pedal and the California State Sheriffs Sacramento and pass remedial
Code Section 845 8(b), both police risk manager for the City of Ana- and onto the accelerator As a re- Assn, all of which urged the high legislation to cover that loophole,
officers and cities are immune heim sult, his vehicle hit Mr Thomas as court to give municipalities blan- and this will be a blip on the radar
from liability for any inlury "I don't believe that the case at he ran into the street ket immunity as the appellate screen," he said

caused "by" a person resisting hand has dealt a ser·lous blow to Mr Thomas is now paralyzed court did in Hooper "You can see what the Legisla-

temporary detention pursuit immunity in California," from the neck down No guns were However, the Supreme Court, by ture will say If we're not giving a
In 1989, one appellate court held said Mr Vance "If a city has a ever found a 6-1 vote, said that the liability third party a right to sue, why give

in Hooper vs C,ty of Chuta Vista reasonable pursuit policy and fol- Mr Thomas sued for negligence created by the Vehicle Code pre- a first party that right?"
that the statute provides absolute lows it," it Wlll stlll be protected later that year, but Contra Costa valls over the immunity created by The Supreme Court decision
and unqualified immunity to offi- from hability associated with po- Superior Court Judge Ellen Hames the state Government Code does not become final until 30

cers and cities for inJuries to flee- lice car chases dismissed the case, saying both the "One can make policy argu- days after 11 has been published

ing suspects But four other appel- In the case before the high court, officer and the city were immune ments on both sides, but this iS a After that, the Thomas case will
late courts held that cities could be 18-year-old Pele Thomas was ren- from liability under the Caldornia question of statutory interpreta- return to the Superior Courz for
sued under the California vehicle dered a quadriplegic after he was Tort Claims Act tion," said Justice Armand Ara- trial, at which time a jury will be
code, which says a city is liable for struck by a patrol car driven by But in February 1994, the Court bian, wnting for the majority asked to assess the city's responsi-

injuries or property damages officer Jim Jenkins on the night of of Appeal in San Francisco rein- "If the Legislature is dissatisfied bility for the injury
caused by the negligent driving of Sept 4, 1990 stated a part of Mr Thomas' suit, with the policy reflected in the The attorney for the city of Rich-
its employees on the job The police said they were mves- saying that while Officer Jenkins current statutes, it can modify mond did not return phone calls

The ruling appears to eliminate tigating a report of two black was immune, the city was not them at any time "

the so-called "pursuit Immunity," teen-agers carrying rifles or shot- The city of Richmond then per- In fact, that's just what Orange Thomas vs City of Richmond Cal-
which protects public entities guns, and Mr Thomas and a com- suaded the state Supreme Court to County attorney Tom Barham, a :fornia Supreme Court, No
from habihty involving police ve- panion bolted when officers ap- review the case It was backed by former pohce officer who often SO38958, May 1,1995
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Storms mficant damage to all the roofs in feet over a loadmg dock to rush into Updates -the complex," said Ms Bulla, in- the hospital
cluding about 500 roof vents that "It's extensive," Mr Jennings said

Continued from page 1 were hammered shut by hail of damage at the facility "We're
including those of about 65 people First KWELM payment set

Glass in a greenhouse at the city's still frnding flooding across the cam-
bombarded by hail at an outdoor Botanic Garden Center & Conserva- pus " He was unable to quantfy the LONDON-The administrators of the scheme of arrangement for the
celebration near Fort Worth

tory shattered from the hall's force damage because it was unclear last so-called KWELM companies, whose failuxe remains one of the
The storm continued its deadly Damage to the City's Holly Water week how much of the medical world's largest insurance insolvencies, have set aside $563 milhon for

march eastward, dumping as much Treatment Plants was perhaps the equipment, furniture and other the first payment to pohcyholders who are owed some $106 bilhon
as 18 Inches of water m the New

most tellmg example of the storm's damaged property was salvageable The administrators for the five London United Investments subsid-
Orleans area At least five deaths

ferocity, said Ms Bulla Red tile Mr Jennmgs said Kemper Na- ianes wlll make an average initial payment of 6% of the total claims to
were related to the storm in south-

roofs on about 15 bulldings, which tional Insurance Cos provides prop- about 100,000 pollcyholders KWELM administrators Chns Hughes
eastern Louisiana

are approximately 80 years old, erty and business mterruption cov- and Ian Bond of Coopers & Lybrand LLP said that to date recoveries

New Orleans Mayor Marc Monal were pulverized "You would be erage with adequate limits to cover total $585 milhon (BI, July 18, 1994)
estimated last week that flood dam- hard-pressed to find one Intact tile the loss
age to pubhc property would cost Those are going to be very expen- One of the Apnl 29 storms' big-the city at least $76 milhon, some of sive to replace " Fertilizer maker in bomb suit

gest commercial casualties-AMR
which will be covered by insurance And it w111 Cost $500,000 to repair Corp, parent of Amencan Alr- OKLAHOMA CITY-ICI Explosives USA Inc was neghgent in not

Inszirers, already busy with claims the roof and skyhghts at Fort Worth lines-last week Indicated the storm using an additive to reduce the explosive potential of the fertllizer al-
from the earher hallstorm, expect City Hall, she estimated losses would hurt-second quarter legedly used m the Oklahoma City bombing, four survivors charge
the May 6 storm w11 push losses in Facillties at Fort Worth-based earnings Commenting on alrhne m- Their suit, filed last week m US District Court, seeks class-action
Texas to nearly $ 1 bilhon KXAS-TV were banged up by the dustry analysts' estimates that the status and damages of more than $50,000 for each plaintiff, mciudmg

State Farm Group lS taking the hall and the station was unable to airline will incur losses of as much victims, their famihes, and anyone whose property was damaged
biggest hit The Bloomington, Ill - broadcast for about an hour after as $50 milhon from the Apnl 29 The bomb would not have been made if fertlizer-grade ammonlum
based insuret said last week it ex-

transmission equipment was pum- hallstorm, Michael Stoeckert, man- mtrate had been made with the addibve, the suit claims, and alleges
pects the May 6 storm to produce meled Two of the station's nine sat- ager of corporate insurance, said that bombmg suspect Terry Nichols bought the fertihzer from the
109,000 personal lines claims total- elhte receiving dishes were de- that projection "is in the ballpark" Mid-Kansas Co-op m MePherson, Kan, which obtained it from Dal-
ing an estimated $400 milhon stroyed and "three or four others and most of that should be covered las-based ICI Explosives

State Farm also estimates it wl.11
Wdl require repair," said Dan Fair, by insurance An ICI spokesman said investigators have not told the company that

pay 68,000 claims from the April 29 director-business affairs at KXAS After p immeling north central its fertiker was used in the bombing that lolled 167 people and caused
storm that wl]1 amount to $121 mil- „They took qlute a hit " Texas, the storm system retained its insured damages estimated at $125 million to $300 milhon (BI, May E)
hon

Hallstones blasted through about strength and moved east, dumping
GEICO Corp 's personal lines poll- a dozen windows at the station and heavy rains into Louisiana early last N.J. tort reform progressescyholders had filed 3,024 claims caused structural damage to the week The low-lying southeastern

from the May 6 storm as of last roof, he said Water pounng m dam- part of the state was the hardest hit TRENTON, N J -New Jersey is closer to modlfymg its tort laws af-
Thursday The April 29 storm had aged office furnishings and equip- In New Orleans, the mayor last ter GOP legislative leaders and Gov Christme Whitman last week
produced 1,228 claims Nearly all ment Mr Fair said he expects dam- week released figures showmg that agreed to caps on punitive damages and a percentage threshold for
the claims have been from automo-

age at the station to reach $250,000 flood damage to city property had joint and several liability, among other thmgs 1
blle owners

Property coverage written by topped $76 mllhon and was ex- A six-bill tort reform package was passed m December by the stale
Washington-based GEICO did not Fireman's Fund w11 pay "all but a pected to grow Risk Manager Rob- Senate, but had stalled m the Assembly With the new agreement, the

break out damage amounts from the fraction" that represents the sta- ert Martin said the city has insur- package likely wall be passed this summer, said Scott Garrett, chair-
storms but said the two Texas

tion's deductible, he said The cover- ance but did not provide details man of the Assembly's Insurance Committee

storms, flooding 111 New Orleans age was placed by Wilhs Corroon The mayor's report estimated it The agreement would limit jury awards for punltlve damage to the
and a hailstorm that hit Shreveport, Corp in Nashville, Tenn would cost $34 9 milhon to repair greater of five times compensatory awards or $350,000, except in cases '
La, m Aprd altogethei have pro- Busmess interruption losses that city streets and the Regional Transit mvolvmg discnminallon, sexual harassment, bias crimes and injuries
duced about $20 million m claims may result from the station being Authority stifered an estimated caused by drunk dnvers The agreement would continue a state law re-
for the insurer

knocked off the air for about an $30 8 million in losses that meluded stncting lomt and several habihty to those defendants found to be
Allstate Insulance Co handled

hour "wdl probably be so shght they lost revenue and damage to buses more than 60% responsible for wrongdoing, but would not apply to
11,500 personal lines claims from won't Initiate a claim," he remarked and facillties toxic tort and environmental claims
the first of the Texas storms and

The deadly stonns raked eastward The Housmg Authonty of New
19,000 aftei the second The North- from Fort Worth mto the Dallas Orleans suffered an estimated $42 Catastrophe exchange plannedbrook, Ill -based Insurer had not

area milhon in damage to buildings, ve-
compiled a dollar estimate as of late The city of Dallas was totaling hides and equipment, and city- PRINCETON, N J -A group headed by former New Jersey Insur-
last week

damages late last week from hail owned hospitals and clinics reported ance Commissioner Samuel F Fortunato is developing an exchange for
Because the storms were so close

and high water and estimates were losses of around $32 milhon trading standardized catastrophe rtsk units
together, some Insurers were zeport- not available A spokeswoman said Damage to 29 of 60 city buildings Catastrophe Risk Exchange Inc, a New York corporation, has ap-
ing combined claims totals damage to city-owned buildings and was expected to cost just over $1 phed for a New York reinsurance mtermediary hcense and is seeking

Los Angeles-based Farmers Insul- contents is covered for replacement mlilion to repair subscnbmg insurers, reinsurers, self-insurers and brokers It plans to
ance Group had logged $170 milhon costs under a pollcy written by There was heavy flooding to be operatmg by Nov 1 Intended to be a low-cost method of spreadmg
in claims from the two hallstorms

Royal Insurance Group of Charlotte, homes and businesses in New Or- catastrophe nsk, CATEX is developing exchange rates for units of var-
late last week, nearly all from per- N C leans and Jeterson Parish and thou- lous Cat exposures that would, for example, allow a company to swap
sonal hnes pollcyholders The m- The Dallas Zoo, which is owned sands of cars were rumed by the ns- Flonda wmdstorm nsks for Calrfomia earthquake risks CATEX wa
surer recorded 16,000 automobile by the city, suffered "in excess of ing water trade current insured property nsks and w111 not deal m denvative

claims and 10,500 propeity claims $300,000" in property damage, ac- About 100 rooms at The Royal products, its organizers say
Farmers expects the total to climb cording to a spokeswoman A mas- Sonesta Hotel in the French Quarter Arthur Andersen & Co is assisting m developing exchange rates

Fimman's Fund Insurance Cos in
sive accumulation of mud washed were damaged by water from a Science Apphcations International Corp of La Jolla, Calif, will pro-

Novato, Callf, had recorded 224 into the zoo and the roof of the flooded Courtyard, and basement vide data and transmission services to CATEX subscnbers

personal hnes claims and 50 from guest relations center collapsed flooding forced Harrah's Casino to
commercial pollcyholders from the The zoo lost only two animals, a close Ten Norfolk Southern Corp House mulls Medicare changestwo Texas storms "It's not going to pair of roseate spoonbills that per- railroad cars were derailed m St
amount to large numbers for us,'' a ished in the storm Bernard Pansh by high wlnds that WASHINGTON-Repubhcans on the House Budget Committee are
spokesman said Dallas Area Rapid Transit has a also demollshed a Sherwin-Wilhams considenng vanous ways to raise revenue, mcluding raising the Medi-

The insurer did not release a dol- $100,000 self-insured retention with Co paint store care deductible, boostng premiums and encouraging relarees to use
laI estimate of the storm losses

excess coverage wntten by an uni- "When all that rain comes down managed care m an effort to slow future Medicare cost increases
Kemper National Insurance Cos dentified insurer m a short period of time, the drain- Under one option, the current $100 deductible for physician services

of Long Grove, Ill, had 362 personal Altogether, 94 DART vehicles age system can't cope," said Michael would be doubled and then mdexed to match inflation
hnes claims from the storm and an-

were damaged by water and will Wiltz, nsk manager for St Bernard In additton, the current Part B monthly premium of $46 10 for physi-
other 116 commercial lines claims cost an estimated $23 milhon to re- Parish, which iS east of New Or- cian services would be roughly quadrupled for individual retimes earn-
A dollar estimate was unavailable pair It unll cost an additional leans mg more than $70,000 and couples earning more than $90,000 Less

The second weekend of Texas $656,000 to repair an employee He said there was scattered dam- well-to-do retirees would face lower premium increases Future benefi-
storms left a wide swath of damage, parking garage and concrete fence, age to pansh property and, though cianes would face additlonal Increases m Part B premiums unless they
meludmg considerably more com- a DART spokesman said estimates were unavailable, the loss chose coverage through managed care plans
mercial property damage Two people were lalled and 21 m- woild be covered under property

"This storm was extremely power- jured when the roof of a Haggar Insurance wntten by Rehance Insur- Briefly notedful and very widespread," said Su- Apparel Corp building collapsed in ance Co of Philadelphia The pansh
san Bulla, nsk manager for the city Dallas The company would not re- policy carnes a $25,000 deductible Insured property damage from the January 1994 Northndge, Calif,
of Fort Worth

lease details of the incident State Farm expects to handle earthquake has reached an estimated $117 bilhon, according to the
Damage to city-owned property Heavy rains also caused the roof 30,000 flood claims from property Properly Claim Services division of the Amencan Insurance SerVices

m Fort Worth MIl exceed $10 mil- to collapse at Mrs Baird's Bakenes owners, while homeowners and auto Group Tempest Reinsurance Co. Ltd. of Harmlton, Bermuda, has
lion, said Ms Bulla The figure in- Inc, a family-owned bakery com- owners are expected to file from appomted John C Ethng, who is president and CEO of General Rein-
cludes uninsured costs of about

pany in Dallas Company officials 15,000 to 24,000 additional claims, a surance Corp, as president, CEO and co-chairman He wall retain his
$250,000 to repair about 1,000 vehl- declined to comment on damage spokeswoman for the insurer said Gen Re post until Nov 30 Flonda Gov Lawton Chiles has said he
cles, streetlights, signs and other costs or Insurance that might cover State Farm is sendmg 1,200 ad- win veto a bill passed m the final hours of the Flonda legislative ses-
equlpment

repairs justers into the New Orleans area to mon that repeals a year-old law enabllng the state to sue tobacco corn-
Damaged buildings are covered The emergency room at Baylor handle claims panies for Medicaid-related costs A Pennsylvama Commonwealth

under the city's $100 nulhon prop- University Medical Centei was GEICO had received 3,446 claims Court last week approved a $47 2 milhon settlement that Alexander &
erty insurance program underwrit- flooded and remained closed late as of last Thursday, mostly from Alexander Services Inc. agreed to pay pohcyholders of failed Mutual
ten by Hartford Are Insurance Co last week "It was almost hke a tidal New Orleans area auto owners Fire, Manne & Inland Insurance Co The settlement stems from losses

of Hartford, Conn The coverage is wave," said Wilham Jenmngs, direc- Allstate had about 1,000 claims pr:mcipally generated by former A&A subsidiary Shand Morahan &
excess of the city's $100,000 self-in- tor-risk management "At one point, last week from the Louisiana storm, Co Inc (BI, Nov 8, 1993) An unidentifted suitor is offenng to ac-
sured retention

the water was standing 18 mches all in personal lines quire Minneapolis-based Employee Benefit Plans Inc. for about $14 86
The Will Rogers Memorial Center deep m the emergency room " . per share EBP's stock rose $2 625 per share to $12 Thursday after the

Complex was one of the hardest-hit Mr Jennings said water came Michael Schachner contributed to negotiations were revealed EBP, though, said no deal is certain
areas of Fort Worth "There was sig- from three directions, rolling 51/ thts stoty
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which represents the plaintiffs in the class
CNA ratings lowered, A+ Those downgrades are based primanly on 1

action the msurers' modest overall operatmg perfor- i 1,020

Damages to the class plaintiffs total more Continental's stable mance and earnings, Best said
than $20 million, said Timothy Cohelan, an-
other plaintiffs lawyer with Cohelan & CHICAGO-Rating agencies are downgrad- /, .

mg CNA Financial Corp and affirming or up- UA, Royal post better
980 I

Khoury in San Diego

The Wilson agency was the only agency gradmg ratmgs for Contmental Corp follow- frst.quarter results
960 I

defendant responding to the suit that did ing last week's Continental shareholder ap-

Peoria, Ill -based RLI Insurance Co with vices lowered its ratings of CNA Financial's At Perth, Scotland-based General Accident

940 I

not settle, Mr Brace said proval of the $1 1 bilhon purchase LONDON-Improved U S underwntlng is 1 --ll

Wilson-which has E&0 coverage with Standard & Poor's Insurance Ratings Ser- buoyrng several major U K msurers 920 

900 limits of $1 million per occurrence and $2 semor debt and preferred stock to A-from A+ PLC, net first-quarter income rose 64% to
million aggregate-offered a $150,000 set_ The CNA intercompany pool's claims-paying £80 9 milhon ($1311 milhon) from £49 3 mil- 1 880
tlement before trial, but plaintiffs lawyers ability ratmg was lowered to A+ from AA- hon ($732 milhon) in 1994 F 860 I

bl'
turned it down and the Continental Assurance Co mtercom- Underwnting losses fell 76 8% to £13 7 rn11-

3/24 3/31 4/7 4/14 4/21 4/28 5/5 5/12After a one-week trial and one day of de- pany pool's claims-paying abihty rabng was hon ($222 milhon) from £591 milhon ($878 1
liberations, the jury on May 1 returned a $2 lowered to AA from AA+ milhon) m 1993 In US underwnting alone, .Base=loo ln Dec 29.1978

million verdict against Wilson, which con- S&P affirmed the senior debt rating of Con- losses fell 30 3% to $40 3 mllhon from $57 8 L 566?WN*dby-International Irc
sisted of compensatory damages for unpaid tmental at BBB- and Continental's intercom- milhon This reflected underlymg improve-
medical bills, interest and legal fees, Mr pany pool claims paymg ability at A- ment and much lower catastrophe losses Catastrophe insurance option call spreads 7
Brace said All of the ratings have been removed from At Royal Insurance Holdings PLC of Lon- As ol May 12

The insurance agency will ask U S Dis- CreditWatch The rating outlook on CNA Fl- don, net first-quarter income rose 58 1% to Call orice Rate Call Price Rate

trict Judge Milton Pollack to throw out the nancial is stable and Continental's outlook is £78 milhon ($1264 milhon) from £43 milhon spread b,d/ask on line spread bad/ask on line

award and, failing that, will appeal to the positive, S&P said About $900 milhon of ($63 9 milhon) in 1993
% %

Eastern September 1995 Western Annual 1995

2nd U S Circuit Court of Appeals, said CNA's and $350 milhon of Continental's rated Underwntlng losses narrowed 72 9% to £26 45/65 E 04,9 30/34 5 20/30 -1- --1-

John Gladych, a lawyer with Gladych, Hy- long-term debt is affected milhon ($42 1 milhon) from £96 milhon ($142 6 50/70 E 4'5 9, 27/29 5 30/40 0 3/1 8 3/18

60/80 4/55 20/27 5 30/50 0 5/2 5 2 5/12 5

land & Steevens in Newport Beach, Calif, Moody's Investors Service downgraded CNA milhon), mcludmg a 682% reduction m US 100c 35.12 85/12 50/70 0 6/18 3/9

representing Wilson Financial's senior debt ratmg to A3 from Al losses to £28 milhon ($453 milhon) from £88 150c 3.54 7/8 60/80 03/35 15/175

Among other things, Mr Gladych argued The financial strength rabngs of CNA's prop- milhon ($130 7 milhon) The turnaround was Total volume 30 Total open interest 2,163

that the Champion health plan was covered erty/casualty and life/health insurance units largely owlng to a marked decline m weather-  For qices, c11 1,3 CBOT trad ngfloorat 312 341 3342 For
by the Employee Retirement Income Secu_ were downgraded to Al related and catastrophe losses to £7 mllhon  generirm.o,natcn, cal!312 435-3674
rity Act, which would bar claims against Moody's upgraded Continental's senior debt ($113 million) from£48 milhon ($71 3 milhon) k Sidicm«. Eid*fnae
the agency to Baal from Baa3 The agency also upgraded

Along with the award and other settle- the financial strength ratings of Cont:mental's Information in brief British Issues
ments, plaintiffs lawyers have obtained de- propert*casualty insurance subsidianes to A2 May 11 Price P/E Div Yield 1 week  fault judgments against many other indi- Moody's also is continuing its review of CNA Tophs & Harding Inc and McLarens Loss Companies pence pence % high-low ,
viduals, agencies and insurers that failed to parent Loews Corp for possible downgrade Adjusters have formalized a May 1994 joint CommI Union 594 419 33 0 56 594-572

respond to the suit Duff & Phelps Credit Rating Co down- marketmg agreement that formed McLarens Gent Accident 593 8' 363 61 593-573

Most recently, Judge Pollack entered a graded CNA Financial's senior debt ratmg to Toplis Inc. McLarens Toplis provides world- Gdn Royal Erch 197 N/Vt 103 52 197-190 i

$50 million default judgment against Old A- from A+ and preferred stock rating to A- wide adjushng services for global msurance Independent 282 73 11 9 42 282-281 | 1
Royal 327 62 150 46 327-315 , i

American and Promed, which stand to be from A CNA unit Continental Casualty Co's programs as well as developing claims-han- Sun Alliance 353 11 9 19 7 56 353-338

trebled under federal racketeering laws mtercompany pool's clairns-paying ability was dhng systems based on customer demand Un- H
Previous judgments have Included $10 mil- downgraded to AA- from AA and Contmental der the financial agreement announced last

Brokers

Bradstock 82 92 71 86 82-82

hon against the now-lailed Mr Loeb and $6 Assurance Co to AA from AA+ Duff & Phelps week, Chicago-based Tophs and London- Fenchurcn 162 1 Z 100 62 162-159 f

mjllion against two agencies that repre- does not rate Continental Corp based McLarens each wtll hold a rmnonty CE Heath 247 123' 200 81 247-242

sented several offshore insurers A M Bes. Co affirmed the ratings of 28 share m the other (BI, Aug 22, 1994) The JIB Group 129 1 3 94 73 130-129

The actual amount that plaintiffs will ul- property/casualty companies affected by the New York Insurance Department is reviewing L[oyd Thmpson 145 101 98 67 145-145  
timately collect on the defaults remains un- rnerger, includlng the A rating of CNEs mter- insurance company catastrophe modeling after Lowndes Lmort 167 9,8· 10462 167-166 A

Nelson Hurst 143 1A 1 83 58 145-143

certain Old American, for example, still company pool and the A- ratmg of Continen- Supermtendent of Insurance Edw-ard J Muhl PWS Holdings 18 NM 08 44 18-18

has $ 150,000 on deposit in California, but tal's intercompany pool expressed skepticism about the modellng tech- SedgwickGrp 166 152 8 1 49 166-163 11
Mr Brace said he is not aware of any other Separately, Best downgraded two CNA Me/ niques used Some insurers have submitted Steel Brl*Ines 104 123 113 109 104-104 4

assets held by either Old Amemcan or health subsidiaries, Contmental Assurance Co models to the department to lustlfy rate ln- » V,sCorron- _164 __Fl/M_83 51 164-156 11
Pronned I/ and Valley Forge Life Insurance Co, to A from creases on coastal property ; Source Ph,lip Olsen, Lonoor · Estimated 1994 data ]

t

B Industry Stock Report MAYS, 1995, THROUGH MAY 12 1995

Weekly Year to date Annual MktjBk Weekly Year to date Annual Mkt./Bk

BROKERS Pnce % change % change High Low Vol (000) $ 0,v % Yield P/E Book value value PAce 36 change % change High tew  010)0) $ Div % Yield P/E Book value value

Acordia Inc NYS 30.38 202 933 34.50 24 63 44 0 72 2 37 15 1324 2 29 NAC Re Corp NOQ 3238 078 336 3525 2425 51 016 (43 16 1975 1.64

Alexander & Alexander NYS 25.38 741 37.16 25.63 1/00 568 0.10 039 13 608 4 17 National Re Corp NYS 31.13 3 75 1857 31 75 2225 1'1 016 051 18 1731 1.80

E W Blanch Holdings Inc NYS 18 25 267 11.52 2300 17.50 158 0.40 2.19 15 455 401 Navigators Group NDO 12.88 4 63 11.21 1975 t27E -11 0 00 01 CO 3 1021 126

Gallagher Arthur J & Co NYS 3638 393 1367 36 38 29 00 46 100 275 16 648 5.61 Nobel Insurance Ltd NDO 9.38 066 1364 963 TK 34 020 213 4 684 1.37

Hilb Rogal & Hamilton NYS 1163 1.06 412 1300 1050 55 056 482 14 472 246 Ohio Casualty Corp NOQ 31.25 3.85 1062 34.25 2€50 810 152 466 12 24.68 127

Marsh & McLennan NYS 7825 032 126 88.75 71.25 955 290 371 15 19.40 403 Old Republic Int I NYS 2588 147 21.76 26.00 E 88 240 0.48 i86 10 24.60 105

Poe & Brown NDQ 23.00 1.10 5.75 2425 19.75 4 048 209 15 449 512 Orion Capital Corp NYS 38.00 5 56 780 3800 2613 20 080 2 1 9 2586 147

BROKERS AVERAGE 10 43 26 11 Partner Re Holdings Ltd NDQ 2356 1 31 1355 2525 le 9) 533 040 1.70 7 NA NA

Penn America Group Inc NDO 8.13 1 56 10.17 850 E S) 19 000 300 9 621 131

INSURERS/REINSURERS Phoenix RE Corp NDO 230C 891 1858 2925 2 75 /99 060 2.61 4 22.86 101

ACE Ltd NYS 25.88 -0.48 10.70 2875 2075 582 0.56 2.16 11 2245 1 15 pvident Life NYS 2500 1299 1494 29.88 2c, 53 267 072 238 11 27.09 095

Acceptance Insurance Cos NYS 1588 000 5.83 1800 1200 91 000 000 9 983 1.61 Reliance Group Holdings NYS 625 8.70 20.48 675 1364 032 512 10 348 180

AEGON N V NYS 77 25 1 75 21 65 80.50 E 1 00 22 908 11 75 12 43.84 1 76 Ret,astar Financial Corp NYS 35.88 3.61 2371 3625 2 -CO 299 100 2.79 10 24.81 145

Aetna Lite & Casualty NYS 59 88 2.13 27 06 60.25 4 25 2002 276 461 12 572 105 RUCorp NYS 2563 302 25.00 2575 13.68 52 060 234 10 20.51 125

AFLAC Inc NYS 4000 000 2500 42.75 31 38 1345 052 1.30 13 57 21 070 St Paul Companies NYS 50.13 362 1201 51.88 33 CO 1322 160 3.19 9 31.88 1.57

Allied Group Inc NDO 2925 043 1818 31.00 2200 197 068 232 6 2343 125 SAFECO Corp NDb 58 00 1 49 11.54 59.75 46 75 338 2.12 366 12 46.94 124

Allmer,ca Prop & Casualty NYS 2038 4.49 2074 2050 1425 375 016 079 9 1945 105 SCOR U S Corp NYS 875 606 4.48 12.25 7 SO 131 0.20 229 15 1360 061

Allstate Corp NYS 31.38 1.21 3211 31.50 2263 1988 078 249 11 1960 160
Se,bels Bruce Group NOO 103 588 6000 350 0 88 125 OOC 000 105 095

American General NYS 33.25 1.48 1770 34.25 2563 1237 124 373 13 20.39 163 Selective Ins Group NOQ 29.00 1.28 1485 30.00 0.25 69 1.12 386 9 2336 1.24

American Heritage Life ins NYS 1850 1.66 263 19.75 1625 41 068 368 10 1242 1 49 Sphere Drake Holdings NYS 16.13 4 03 16.22 1700 0.75 46 OK 099 8 13.15 123

American Indemnity/Fin I NDQ 11.75 259 1605 1275 10.00 18 0.28 238 3 1592 074 TiG Holdings NYS 23.13 2 21 23.33 23.50 7)0 431 0 X C 86 21 17.25 1.34

American international NYS 11388 4 95 1620 114.25 86 38 2584 0 46 0 40 16 49.75 229 Titan Holdings Inc NYS 10€3 341 897 11.38 775 66 02E 264 8 931 114

American Re Corp NYS 3875 -0.96 20.16 3988 2525 1141 032 083 16 1685 230 Tok,0 Marine & Fire NOQ 5863 249 3.50 66.00 -938 44 04- 0.75 57.72 1(2

Aon Corp NYS 3688 103 1523 3800 2925 471 136 369 11 21.96 1 68 Torchmark Corp NYS 3925 1.62 13.77 4450 3238 506 112 285 11 1749 2.24

Argonaut Group NDO 2988 -042 575 31 25 26 50 74 132 442 10 2920 100 Transattantic Holdings NYS 65 .3 2.76 1655 65.13 87 75 123 041 061 13 3243 201

AVEMCO Corp NYS ,750 072 1382 18.25 13.38 26 044 251 14 6 =0 278 Transnational Re Corp NDO 1988 1.85 1543 2550 2875 362 009 000 6 NA NA

Baldwin & Lyons inc NDQ 1625 000 10.17 1763 1400 7 0.32 197 12 1356 120 Travelers Corp NYS 4225 -088 3050 44.00 303E 3524 08) 189 11 24.26 1 14

Berkley W R Corp NOQ 37.13 294 1.00 42.00 32.50 310 048 1 29 20 36.47 102 Trenwick Group Inc NDQ 43.00 1 69 265 45 75 3600 106 1.12 257 11 2920 149

Berksh,re Hathaway Inc NYS 22950.00 0 66 12.50 25200 00 1610000 0 000 000 55 9157 9 251 United Fire & Casualty NOQ 28.50 2.70 301 2981 2&66 2 081 281 8 2896 0.38

Capital RE Corporation NYS 24.00 2.13 1233 27.38 1988 154 020 083 9 21.48 112 Unitrin NOO 4875 104 1337 5150 3850 261 20 410 15 3864 126

Capsure Hoidings Corp NYS 1363 583 684 16.13 12.13 109 000 000 13 1372 0 99 UNUM CorP NYS 4050 -414 728 5000 35 13 1785 1 C6 2.62 21 27.78 146

Chubb Corp NYS 8388 182 8.40 8488 6863 1357 196 234 12 4840 173 US Fac,Imes Corp NDO 1463 -085 4625 1513 513 242 0.20 137 10 11.07 132

CIGNA Corp NYS 74.25 2.59 16 70 76.38 59 00 877 304 409 7 8038 092 USF&(3 Corp NYS 16.63 992 2315 1663 lS 13 4710 0.20 1.20 7 1004 166

CNA Financial Corp NYS 8213 170 26.59 8250 6000 161 000 000 19 73.83 1 11 USLIFE Com NYS 3800 033 896 3900 30 BE 136 1 3 347 9 40.82 093

Continental Corp NYS 1988 000 4 61 20.13 1200 369 000 000 2 29 69 0 67 Washington National NYS 19 88 1.27 4.61 2313 1-75 77 1.08 5.43 8 2361 084

EMC Insurance Group Inc NDQ 1050 233 1053 10.88 850 3 052 495 7 1077 N A Zenith National Ins NYS 21 00 3 70 769 27.38 19 3E 26 100 4.76 11 1754 120

Emphesys Financial Gr Inc NYS 2525 427 20.47 3950 2525 283 060 238 7 NA NA
Zurich Remurance Centr NYS 30.13 126 433 30 88 24 CC 48 000 000 41 22.26 1.35

EXEL Ltd NYS 46.50 0.00 1772 4750 3600 351 1.32 284 21 31 62 1 47
INSURERS/REINSURERS AVERAGE 11 110 24 111

Fremont General Corp NYS 25 25 9.19 802 26.13 1888 638 088 349 7 22.90 110

Frontier Insurance Group NYS 25.00 3 09 1429 3750 1675 237 048 192 19 1494 167 HEALTH MAINTENANCE ORGANIZATIONS
Gainsco Inc ASE 1000 000 21.21 11.00 725 136 004 040 13 3.79 2.64 FHP International NOQ 2200 8.64 1456 31.00 13 5.3 2982 000 0 00 12 1222 180

General RE Corp NYS 13400 2 98 8.50 135.38 104 50 635 196 146 15 57.17 2.34 Hurnana Inc NYS 2 00 1200 718 27.13 1583 13124 0.30 000 17 604 048

Guaranty National Corp NYS 1625 076 1156 1850 14.63 160 0 48 295 9 1184 137 Pacilicare Health Sys NOQ 6425 405 1.34 79.50 44.25 208 000 000 20 1421 4.52

Harteysville Group NOQ 24.13 1.05 -0.52 2650 1975 67 068 282 10 20.18 120 Safeguard Health Enter NDQ 1056 060 14.19 14.75 825 7 000 000 70 616 171

Hartford Steam Boiler NYS 45.38 283 13.79 47 38 35 88 123 220 485 17 14.62 3.10 Sierra Health Services NYS 2550 251 19.37 33.63 61 8 856 0,00 000 14 604 4.22

HCC Insurance Holdings NDQ 2275 109 833 25.75 1725 14 000 000 13 1075 2.12 United Healthcare Corp NYS 3788 669 1607 5533 34 e 9209 003 0.08 22 6.57 5.76

Home Holdings Inc NYS 975 000 400 1450 300 47 0.00 000 1 2236 044 U S Healthcare NDO 23.88 5.75 27.58 49 03 26 5 21747 100 335 12 5.04 1 93

ITT (Hartford Group) NYS 113.13 5 23 27 64 11350 7700 2997 1.98 1.75 13 4995 226 Wellpoint Health Networks NYS 2963 349 172 39.03 24.25 468 COO 000 14 12.73 2.33

Lincoln National NYS 43.13 392 2321 43.88 34.63 567 172 399 13 3199 135 HMOs AVERAGE 55 88 04 20

Markel Corr) NDO 5388 094 2982 54.75 3900 47 0 00 0 00 15 25.15 2.14 ALL COMPANIES AVERAGE 25 22 25 14

Mid Ocean Ltd NDO 30.13 4.78 1055 3050 2225 219 100 332 12 23.24 1.49

Mutual Risk Mgmt Ltd NYS 3275 3.15 24.76 3400 2113 235 0.32 098 18 311 359

Top advancing issues Provident Life, Humana Inc , USF&G Corp Leading dectiners Phoenix RE Corp, Seibels Bruce Group, Navigators Group Most active issue U S Healthcare The 81 Index rose 1796, the Dow Jones 30 Industrials rose 2 0%, the S&P
500 increased 1.0% and the NYSE Composite gained 1 1%

System design Nordby International Inc
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1VITH OUR FINANCIAL STRENGTH, YOU'LL BE GLAD

VIVE'RE ON YOUR SIDE. On the tough playing jield Of international business, you need

all the leverage you can get. That's why AIG's strength and stability are so important. We're one of the world's

strongest insurance and financial services organizations, with over $ 15 billion in shareholders' equity and

$ 17 billion in general insurance net loss and loss adjustment reserves. Our record ofprofitability is unsurpassed

in the industry, and we hold the highest ratingsfrom the principal rating services. TheAIG Companies have the

capacity to serue your needs through all kinds Of market conditions. We're ready to throw our weight behind you.

AIG WORLD LEADERS IN INSURANCE AND FINANCIAL SERVICES.

American International Group, Inc., Dept A, 70 Pine Street, New York, NY. 10270.
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