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Hospital
suit claims

Farmers

misused

pool funds
By JOANNE WOJCIK

SACRAMENTO. Calif.-A

group of California hospitals has
won court approval to pursue a
federal class-action suit charging
Farmers Group Inc. with viola-
tions of the Racketeer Influenced

and Corrupt Organizations Act in
its handling of a hospital mal-
practice self-insurance program.

In two separate May 15 deci-
sions, U.S. District Court Judge
William B. Shubb in Sacramento

certified the hospitals' suit as a
class action and denied a Farmers

motion to dismiss the hospitals'
RICO claims.

The 626 hospitals allege that
Farmers units, which adminis-
tered the pool from its inception
in 1973 until its termination in

1985, misused, misappropriated
and misallocated pool funds. They
seek compensatory damages of
more than $50 million. Under the

anti-racketeering law, they could
seek triple damages.

The court's action allows the

lawsuit to proceed to a decision on
the merits.

The case will go to trial in 1 to 11/2
years, estimated Darryl Cordero,
an attorney with Weissburg &
Aronson in Los Angeles, which
represents the hospitals.

In allowing the group of hospi-
tals to bring their claims in one
suit, Judge Shubb concluded that
all participating hospitals "share
identical interests in establishing
the defendants' pattern of misal-
location and mismanagement,"
thus meeting the requirement to
establish a class action.

The court also found that the

potential interim relief, such as
the appointment of a receiver or
termination of Farmers' adminis-

tration, dictated that all litigation
See Hospitals on page 50
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Updates-
EEOC may appeal court's ruling
of no ADA liability for managers

CHICAGO-The Equal Employment Op-
portunity Commission is considering
whether to appeal a first-of-its-kind federal
appeals court ruling that workplace super-
visors cannot be held personally liable for
punitive damages stemming from violations
of the Americans with Disabilities Act.

The supervisor, who also owns the busi-
ness, also may appeal because the court in-
structed a lower court to determine whether

the business must cover her share of the pu-
nitive damages.

See Updates on neo:t page

Out with old, in with new
Lloyd's restructuring proposal
seen as chance to clean slate

and ensure market's survival

By STACY SHAPIRO 
LONDON Lloyd's of London's ambitious

reconstruction package, if accepted by mem-
bers. would offer the market a chance to

break with the past and move forward with
new capital.

The plan, unveiled last week, would segre-
gate hundreds of open years of account into
reinsurer Equitas Ltd., raise funds through a
range of charges and other devices, and offer
a package worth £2.8 billion ($4.48 billion) to
end members' litigation.

If accepted by a majority of members, the
ambitious plan would be implemented next
spring.

If the plan fails, the alternative is "stark,"
said Lloyd's Chairman David Rowland.
Lloyd's Central Fund will be depleted by the
spring of next year and members will owe
about £5.9 billion ($9,44 billion) to cover un-
paid losses. "Like any other business, unless
we can deal with those problems we haven't
got a future."

If the plan is not accepted and Lloyd's goes
out of business, "there's no possibility of
members escaping their liabilities," Mr.
Rowland added. British regulators would
still see to it "that policyholders are paid" so
members would continue Bo be liable for

losses, he said.
If the plan is not implemented, "it would

be the end of Lloyd's," agreed Michael
Deeny, chairman of the Gooda Walker Ac-
tion Group, who said he welcomed the prin-
ciples of the plan.

Most immediate hu,dies
There are a lot of hurdles to clear before a

reconstruction plan can be implemented:
• Lloyd's would have to negotiate with

members and others in the market to build a

framework "that is fair" to carry out the
See Overhaul on page 49
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Settle litigation:
·£2 billion in member debts will be written off.

·£800 million paid to settle member claims.
Lloyd's officials

expect the market's 1...9..M/la.ZE"'ll".' ri

1992 global loss Bolster bottom line:
will be its last for ·£1.5 billion will be drawn down from member funds.

some time .£850 million to £900 million collected in

Page 48 special charges on members and agencies.
Members of Parlia- ·£800 million of 1993,1994 and 1995

ment fault Lloyd's underwriting profits diverted into Equitas.

cversight and call
for external

regulation
Page 50

Source: Lloyd's of London GRAPHIC BY KIM ROMELloyd's to borster trusts
for U.S. policyholders

By MEG FLETCHER

NEW YORK-U.S. policyholders of Lloyd's
of London are finding some comfort in
Lloyd's plan to implement a major restructur-
ing of its U.S. trust funds under an agreement
with New York insurance regulators.

The agreement to bolster the funds and
change how it reports its liabilities came
shortly after Lloyd's plans for a new settle-
ment and restructuring of the market were
unveiled last week (see related story).

"I believe we have reached an agreement
that allows Lloyd's to continue to write new
business in compliance with New York regu-
lations while remaining fully obligated to pay
past U.S. liabilities," said New York Insur-
ance Superintendent Edward Muhl.

That is a particular relief to many U.S. poli-

cyholders that say Lloyd's-despite its prob-
lems and increased competition from other
markets-still is crucial to meeting their ca-
pacity needs.

The agreement addresses many of the con-
cerns raised by the first-ever examination of
Lloyd's U.S. trust funds by New York exam-
iners, who issued their long-awaited report
last week.

Lloyd's is licensed in Illinois, Kentucky and
the U.S. Virgin Islands, operating on a non-
admitted basis in other states.

The report, which does not analyze Lloyd's
overall solvency, found that Lloyd's did not
comply with New York regulations governing
credit for reinsurance from unlicensed insur-

ers and excess lines placements.
One of the largest problems was a failure of

See Trust on page 47

Coalition aims for quality, savings
By RODD ZOLKOS National employers to boost buying power

The first national employer coa-
lition to negotiate contracts wilh

Spotlight on
Alternative Risk

Financing
Page 3

Guide to

Alternative Risk

Financing Facilities
Page 15

health maintenance organizations
should improve the quality of care
and ultimately lower costs, say
the benefit managers at partici-
pating companies.

With its increased buying
power, the National HMO Pur-
chasing Coalition might also have
the immediate effect of reducing
premiums, they say.

The nationwide effort is the lat-

est development in the movement
toward employer health coali-
tions, most of which have been set
up on a local or regional level.

"I think the goals are pretty
uniform for most of the members

of the group," said LouAnn Cash,

vp of benefits planning for Ameri-
can Express Co. in New York,
which is one of the coalition's

founding members. "We find that
we can increase value by joining a
coalition like this and that is

through improved clinical quality
and driving down costs."

"Really what's driving us is the
focus on quality," said Jon
Brence, vp-corporate benefits at
Merrill Lynch & Co. Inc. in New
York, the other founding member.
"By getting more national em-
ployers, what we're really hoping
to dc, is find partners in the site

locations who really want to work
with us in determining what
HMOs look at when monitoring
quality."

"Philosophically we believe that
good quality clinical care will ul-
timately drive down costs," Mr.
Brence said.

As a result of companies band-
ing together to seek HMO services
at the various sites, -there may be
some downward movement in the

premiums, the quotes we get this
year, but that's not the primary
driving force," said Mr. Brence.

See Coalition on page 33
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Manager not liable under ADA
Continued from previous page

In a unanimous decision last week, overturning a lower court's rul-
ing, a three-judge panel of the 7th US. Circuit Court of Appeals in
Chicago noted that five other federal appeals courts indirectly have in-
terpreted the ADA's definition of "employer," because it mirrors the
definitions found in the Age Discrirnination in Employment Act of
1967 and in Title VII of the Civil Rights Act. Four of those courts held
supervisors were not liable. The 7th Circuit also noted that Congress
provided remedies to plaintiffs under the ADA, ADEA and Title VII
that only an employing entity, not an individual, could provide.

A jury in the case-the first job-discrimination lawsuit under the
ADA-originally held that the supervisor, Ruth Vrdolyak, was liable
for $250,000 of punitive damages. The EEOC sued Ms. Vrdolyak in
1992 for hing Charles Wessel from his position as executive director
of Ms. Vrdolyak's security firm soon after he was diagnosed with ter-
rninal cancer. The jury also ordered the firm, AIC Secuity Investiga-
tions Ltd., to pay Mr. Wessel $250,000 of punitive damages. The trial.
court later reduced the awards against AIC and Ms. Vrdolyak to
$75,000 each.

The jury also awarded Mr. Wessel, who has since died, $22,000 of
back pay and $50,000 for emotional distress.

Payne heads Liberty reinsurer
LONDON-James M Payne, former vice chairman of Sedgwick

Group P.L.C., has been named chief executive officer of a global rein-
surance company that Liberty Mutual Insurance Co. plans to establish
in the United Kingdom.

Boston-based Liberty Mutual said the investment in Liberty Rein-
surance Co., which will be a subsidiary of Liberty Europe (Holdings)
Ltd., will be "substantial and will represent one of the largest commit-
ments of new capital to the London-based minsurance sector for at
least a decade." Mr. Payne would not say how much capital the new
company will have. He said that in the next 12 months he will be look-
ing for about 20 reinsurance experts to staff Liberty Re.

Independence for Bermuda?
TUCKERS TOWN, Bermuda-The Bermuda insurance industry will

not be affected by the outcome of an Aug. 15 referendum on indepen-
dence from Great Britain, says Bermuda's top elected official.

"Bermuda is a highly educated and sophisticated society," said Sir
John Swan, premier of Bermuda, addressing the International Risk
Management: Group Ltd.'s 24th annual conference. Independence
"would put behind us a form of dependence that is not appropriate in
today's world."

Marking 375 years as a parliamentary democracy this year, Bermuda
is the oldest self-ruling British colony.

The ruling United Bermuda Party says independence would bring
little change in the way Bermuda is governed, its constitution or fun-
damental rights.

Not all Bermudians favor independence, however. Some, including
the minister of tourimn and a former deputy governor, question
whether Bermuda can affordprotection and to maintain representative
offices in foreign countries.

A ncent poll conducted by the Royal Gazette indicates that 64% o.
Bermudians who plan to vote in the mferendum do not favor indepen-
dence, up fmm 59% a year ago.

Bermuda will get a taste of independence when it takes over control
of its airport from the U.S. Navy on July 1

State's tobacco suit proceeds
MNEAPOLIS-The State of Minnesota and Blue Cross & Blue

Shield of Minnesota can proceed with their lawsuit against cigarette
makers after a state couut judge refused to dismiss the action seeking
reimbursement for Medicaid bills for smoking-related illnesses.

Ramsey County District Judge Kenneth J. Fitzpatrick rejected tc-
bacco companies' arguments that the state and the Blues had no stand-
ing to sue and bring other challenges.

Three other states-Florida, Mississippi and West Virginia-also are
suing tobacco companies to recover smohng-related Medicaid costs
(BI, Oct. 3, 1994).

Texas rollback bill advances
AUSTIN, Texas-Rate rollback legislation approved last week by

the Texas Senate would require insurers in the state to reduce rates on
a wide range of casualty coverages--including workers comp-to ac-
count for savings related to tort reforms passed earlier this year.

A slightly different version of the rollback bill was passed this
month by the Texas House of Representatives, which now must sign
off on the Senate version (BI, May 15).

The Senate version added workers compensation and homeowners
See Updates on page 50

Errors & omissions
• An article in the May 8 issue incorrectly identified Space Risks In-

ternational's parent. The satellite insurance specialist is a jointly
owned unit of Rollins Hudig Hall Group Inc. and Nicholson Leskie
Group P.L.C.

• A lisung in the April 24 directory of captive managers incorrectly
indicated that Optimum Risk Research (International) Ltd. subcon-
tracts for all captive management services. A full listing appears on
page 32.

Reinsurers bounce back,
but still room to improve

By DOUGLAS McLEOD

John Cameron Swayze would
have liked the U.S. reinsurance

industry: It takes a licking and
goes on ticking.

After being pummeled by catas-
trophe losses in the first quarter
of 1994, the industry looked much
improved in the first three months
of this year, posting a sharply
lower combined ratio, increased
net income and rising premium
volume. according to a survey by
the Reinsurance Assn. of America.

Much of the improvement is due

-let /*\ E
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to the absence of major catastro-
phes, like the Northridge, Calif.,

earthquake that rocked reinsurers
last year.

"There were no major cats, so
that helped reinsurers that do
property," observed Gary Ran-
som, senior vp with Conning &
Co. in Hartford, Conn.

But, while the business ap-

peared to be back to normal this
year, "normal" isn't necessarily
all that good, some observers say.

"We're relatively disappointed.
The results in general for a lot of
companies are not as good as they
should be," said Alan M. Levin,
managing director of Standard &
Poor's Insurance Rating Services
in New York.

Premium volume, for example,
may be up, but "most of this
growth is not reflective of pricing
improvement," said Paul J. Mal-
vasio, senior vp and chief finan-

See Reinsurer on page 42

Dealing with aftershocks
Employer-provided trauma counseling can help workers cope

By RODD ZOLKOS

Recent disasters like the bomb-

ing in Oklahoma City and the
Northndge, Calif., earthquake are
reminding employers how seri-
ously workers can be shaken by
such traumas and how valuable

counseling afterward can be.
Such traumatic events can, of

course, affect workers in pro-
found, though not always obvious,
ways.

"This isn't terribly new infor-
mation," said Dr. Alan Savitz, a

psychiatrist and president and
chief executive officer of Pacifi-

Care Behavioral Health Care Inc.

in Laguna Hills, Calif. "But it has
rarely been used in the private
sector."

Catastrophic events can pro-
duce post-traumatic stress disor-
der in many people, and their pro-
ductivity can drop off markedly,
said Dr. Savitz. "And it's not very
apparent. People are sitting at
their desks, thinking they're
working."

This problem has employers

turning more frequently to post-
trauma counseling, whether
through an outside counseling
firm or as part of an employee as-
sistance program that is already
in place.

Group settings let affected peo-
ple discuss the event and the fears
and other feelings it has caused,
and that can prevent post-trau-
matic stress syndrome from be-
coming a chronic condition in in-
dividuals, or keep it from devel-
oping later. Individuals get a

See Trauma on page 35

Intellectual property disputes to increase: Lawyer

The cost of insuring ideas
By JOANNE WOJCIK

SACRAMENTO, Calif.-While
disputes over "advertising injury"
coverage are the only intellectual
property coverage cases to have
captured the headlines so far, the
battle over intellectual property
coverage has just begun, says a
patent attorney.

"The phenomena of intellectual
property claims is a manifestation
of the intense global competition

I that is going on in

(16 Velladao, an attor-, T ' the world today,"
said Michael R.

ney with Sedg-

SOCIETy wick, Detert, Mo-
ran & Arnold in

Los Angeles.
These claims can concern any-

thing from the use of Bette Mi-
dler's voice in a car commercial to

a recent suit filed by former San
Francisco 49ers quarterback Joe

Montana against the San Jose
Mercury News for using his pie-
ture without his permission, he
said.

"He lost the case, but that's an

example of an intellectual prop-
erty claim," Mr. Velladao said at
the recent annual meeting of the
Sacramento chapter of the Society
of CPCU.

"Intellectual properties span
the spectrum of ideas and thought

See Intellectual on page 40

EPA issues plan to streamline cleanups
WASHINGTON-The Environ-

mental Protection Agency has un-
veiled a series of reform initia-

tives that it hopes will speed
cleanup and cut costs at Super-
fund sites.

Chief among the initiatives an-
nounced last Thursday is a docu-
ment spelling out a new way of
dealing with prospective buyers of
contaminated property. The EPA
guidance, as the document is
called, gives the agency more lee-
way to enter into agreements not

inside

to sue purchasers of polluted
property if the pollution occurred
prior to the sale.

Such agreements are designed
to resolve the extent of a buyer's
liability, not necessarily to ab-
solve the buyer completely. The
guidance includes a model agree-
ment.

The EPA also issued its " final

policy toward owners of property
containing contaminated aqui-
fers." This new policy affects
owners of property above aquifers

• Uniform guidelines are needed to assess the quality of
health care, this week's editorial says. PAGES

• The Fifth Annual World Captive Forum will explore the
future of alternative risk financing. PAGE 32

• Large companies can assume risks more cost-effi-
ciently than insurers, a risk manager says. PAGE 43

• Germany's captive brokers are renowned for their inno-
vation PAGE 43
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that have been polluted by a third
party. In general, the EPA's new
policy protects such owners from
Superfund suits provided that
they meet certain conditions.

Another guidance issued by the
EPA indicates that it would allow

less stringent cleanup standards
for Superfund sites that will be
used for industrial rather than

residential purposes. The guid-
ance sets out a number of factors

for determining future land use.
-By Mark A. Hofmann
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Developing new solutions
Distinctions blurring
between insurance

and capital markets
New risk transfer toots spring up
alongside financial reinsuranee

By DOUGLAS McLEOD

Financial reinsurance, con-
ceived as an alternative to inade-

quate or expensive traditional re-
insurance, may itself be overtaken
by still newer methods of trans-
ferring catastrophe and other
risks in the future.

As accounting rule changes
have all but killed certain finan-

cial reinsurance products like
funded catastrophe covers, insur-
ers and brokers are looking for
new ways of protecting ceding
company balance sheets from
huge losses.

That, in turn, means better fi-
nancial security for the corporate
buyer of insurance.

Many see the capital markets as
the biggest potential source of this
capacity: A number of market ex-
perts are exploring methods to tap
the capital markets for the equiv-
alent of reinsurance protection.

These methods could involve a

ceding insurer issuing surplus
notes or various forms of partici-
pating preferred stock or debt.

Nationwide Insurance Group
became one of the first to com-

plete such a deal earlier this year
when it agreed to sell up to $400
million in surplus notes to Morgan
Guaranty Trust Co. over the next
10 years if money is needed to
cover cat losses or fund business

expansion.

The financing is intended to
supplement Nationwide's existing
reinsurance, according to Robert
A. Oakley, a senior vp with Na-
tionwide in Columbus, Ohio, who
noted that reinsurance "is in-

creasingly expensive and difficult
to obtain."

"It's clear that ceding compa-
nies will look at many different
alternatives in the future," ob-

served Jay A. Novik, president of
Atrium Corp., a New York-based
intermediary owned by Swiss Re-
insurance Co.

Swiss Re is one of several rein-

surance, banking and securities
firms now devoting resources to
creating alternative financial
products to handle insurance risk.

Whether any insurers will fol-
low Nationwide's lead, though, is
uncertain. In addition, many pro-
posed capital market alternatives
are in preliminary stages of devel-
opment and could take months or
years to become workable.

"There will come a time, I'm

positive, when the capital markets
will become very significant tak-
ers of insurance risk," said Scott
Levine, managing director with
J.P. Morgan & Co. in New York,
Morgan Guaranty's parent.

"What I don't know is when,"
he said.

The financial reinsurance mar-

ket, meanwhile, has become more
stable and, by some accounts, less

active as the cloud of accounting
questions hanging over it has
lifted.

At the urging of the Securities
and Exchange Commission, the
Financial Accounting Standards
Board in 1993 adopted a rule,
known as EITF 93-6, that virtu-
ally eliminated the benefits of
funded cat covers, then a popular
financial reinsurance product.

Under the rule, obligations
owed to reinsurers under multi-

year contracts must be reported as
liabilities by ceding insurers and
assets by reinsurers.

Conversely, if a ceding insurer
stands to make a profit under a
multi-year contract because of
good loss experience, that amcunt
must be booked as an asset while

the reinsurer is required to report

JOHN LABBE/THE IMAGE BANK

it as a liability.

By requiring ceding insurers to
report amounts owed to reinsurers
as liabilities, the rule effectively
prevented funded cat covers from
being used to ' smooth out" bal-
ance sheet volatility over several
years.

The year before, FASB had also
adopted FAS 113, a rule govern-

See Financial on next page

Captives' appeal to corporations remains strong
By MICHAEL SCHACHNER

Ongoing soft market conditions have not
eliminated corporations' need to use cap-
tives, though formations among groups
and associations are down.

In fact, more risk managers today are
looking at alternative risk financing meth-
ods like captives and risk retention groups
not as "alternatives" but as the norm.

Captive formations in domiciles around
the world continue at a steady pace as cor-
porations look for ways to fund deduct-
ibles and achieve tax advantages. And, in
the United States, captives and risk reten-
tion groups designed to fund stop-loss
coverage for health care entities are also
becoming more widespread.

But, on the other hand, few groups and
associations have formed captives re-
cently, and the reason is the competitive
commercial insurance marketplace, ac-
cording to captive experts around the
world.

After several years of competition in the
market, the group captive market largely
has stalled. With rates and prices quite
palatable for risk managers, group cap-

Interest among groups, associations is low
tives, which require ample capitalization.
shared control and getting multiple mem-
bers to agree on strategy, just aren't very
appetizing.

Only businesses in industries that are
starving for coverage are forming group
captives. Take, for example, members of
the Caribbean Hotel Assn., which recently
formed a captive because they coul(in' r
find affordable property coverage. Moss.
other companies in similar lines of busi-
ness currently prefer to either buy com-
mercial coverage or form a single-owner
captive over which they have complete
control.

Meanwhile, companies with existing
pure captives are making more use of
them. They are pouring more premiums
into those facilities to expand the scope of
what the captive covers, say captive ex-
perts.

In addition, U.S. companies are more se-
riously exploring the concept of generat-
ing at least 30% to 40% of their captives'
overall premiums from unrelated, third-

party business to take adrantage of court
rulings that may allow captive owners to
deduct the premiums they pay to their
captives as long as the capt. ve writes an
acceptable percentage of third-party busi-
ness (BI, April 26: 1992).

"Among large corporations there is def-
initely increased activity in writing con-
trolled third-party risks for tax purposes.
Risk managers are pretty smart these
days. They also have financial advisers."
said Tracey Carragher, chief executive of-
ficer of Aon Captive Management Inc. in
Greenwich, Conn.

Another evolution taking place today in
the captive industry is i arie, multina-
tional companies using ex.sting captives
to fund retentions and deductible pro-
grams for various risks.

For example, retentions or deductibles
below high-level excess insurance--some-
times as large as $25 million-are being fi-
nanced through captives, said D. Hugh
Rosenbaum, a principal with Towers Per-
rin in London. "There are about 15 mem-

bers of what I call the '$25 Million Club.'
These high retentions are being taken by
experienced, savg risk managers, espe-
cial. y Europeans, that are working toward
carrying no insurance at all."

Ms. Carragher agreed that the use of
captives to fund deductibles has blos-
somed as risk managers attempt to bypass
some high-priced elements of traditional
coverage. "There are plenty of advantages
to captives, not the least of which is avoid-
ing some of the expenses of the primary
market as well as directly accessing rein-
surance. Some multinationals are larger
:han many insurers and the risk managers
at these companies take issue with the
:erm 'alternative market.' To them, it is
The market."

While the bulk of the activity in the al-
ternative marketplace involves companies
with existing captives either expanding
those facilities to take on more risk or ac-

tually starting additional captives for
risks not covered by existing captives, a
number of U.S. companies are forming
novel types of captives and other alterna-
tive risk financing facilities.

See Groups on page 6
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Financial
Continued from previous page
ing accounting for reinsurance trans-
actions by publicly traded insurers
using GAAP.

FAS 113 said a contract could be

considered reinsurance only if it
transferred "significant insurance
risk" and that it was "reasonably
possible" the reinsumr could suffer a
"significant loss" under the contract.

The National Assn. of Insurance
Commissioners has also set risk

transfer requirements for reporting
reinsurance contracts in statutory fi-
nancial statements.

The debate over how certain fi-
nancial reinsurance transactions

should be mported caused "general
paralysis" in the market in late 1992
and early 1993, noted David Wasser-
man, chairman and chief executive
officer of Centre Reinsurance Co. of

New York, a leading writing of fi-
nancial reinsurance products.

By the end of 1993, though, insur-
ers, brokers and accountants were
all more comfortable with the new

requirements, he said, adding that fi-
nancial reinsurance business picked
up substantially last year.

"We see the market becoming a
little bit more active," agreed Britt
Newhouse, a managing director with
reinsurance intermediary Guy Car-
penter & Co. in New York. "In the
last 18 months, and especially in the
last six months, auditing firms are
much more comfortable with evalu-

ating the products."
"The stories of (the market's) de-

mise were very prematum, noted
Paul Ingrey, president of F&G Re
Inc., a Morristown, N.J.-based unit
of USF&G Corp. that writes finan-
cial reinsurance.

The nature of much of the busi-

ness has changed, though: In the

IRRIFIFFS
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United States, furided cat covers and

other retrospective programs have
become far less useful, causing finan-
cial reinsurers to refocus on prospec-
tive single-year and multiyear con-
tracts with more underiting risk.

Mr. Ingrey said it's still possible to
write the first layer or two of a ca-
tastrophe program on a funded basis
and stay within the accounting
guidelines by adjusting the term of
the contract and repayment provi-
sions to ttransfer more risk.

Funded covers and retrospective
programs can also still be sold inter-
nationally or in cases where a buyer
is willing to live with the accounting
consequences.

Richmond Insurance Co. Ltd., a
Bermuda-based insuner whose share-

holders include Munich Reinsurance

Co. and American International

Group Inc., wrote two loss portfolio
reinsurance deals last year for ceding
insurers that had economic reasons

L'

FREE SUBSCRIPTION OFFER

Get insights Crawford s quarterly newsletters covenng curent and emerging issues
and their immediate and long term impact on the market
Please start my FREE subscnption(s) to
0 Disab,lity Management Ins,ghts timely discussions of workers disability concerns
0 Information Insights fresh perspectives on nskinformation analysis
0 Liability insights new directions in liability claims management
0 Loss Prevention insights positive loss prevention solutions
0 Property Insights developments in property claims management
0 Workers Comp Insights topics and trends in workers comp

0 Vehicle Insights new angles on vehicle claims management
0 Elder Care Insights practical genatnc care solutions
Name

Title Company

Address

City State Zip

Phone

Mail to Crawford & Company • Market Communications
PO Box 5047 • Atlanta GA 30302 5047

for going ahead with the deals de-
spite the accounting consequences,
according to Scott Bradley, a Rich-
mond senior vp.

U.S. financial reinsurance busi-

ness, though, has shifted mainly to
various types of stop-loss programs.

These include aggregate excess
loss ratio covers, which cover claims
once the loss ratio exceeds a certain

point, helping the cedant to stay on
its budget.

F'inancial reinsurance deals cover

a variety of casualty and property
risks. But, with the casualty market
stin the softer of the two, some fi-

nancial reinsurers say they're still fo-
cusing more on property.

"Even though them has been some
softening property cat-wise, that is
still the area whem people are look-
ing for some different ideas," said
Wayne Padieri, F&G Re senior vp.

One of Centre Re's fastest gmwing
products, Mr. Wasserman said, is a

multiline, multiyear excess cover
that provides a combined aggregate
limit for property, casualty and clash
ecposures.

The program replaces separate ex-
cess covers for the three lines and in-

clu(les a profit-sharing mechanism
for ceding insurers, he said.

While business may have picked
up since the dust settled from the
U.S. accounting changes, several ob-
servers say financial reinsurance ac-
tivity is slower than before the re-
strictions went into effect.

The market "is reasonably active
but certainly not as active as it was
pre-FAS 113," said Clement S. Dw-
yer Jr., executive vp with Guy Car-
penter.

"There seem to be more people
willing to write it than buy it," ob-
served Willis T. King Jr., chairman
and chief executive of Willcox Inc.
Reinsurance Intermediaries in New

York. "The supply and demand
equation is again out of whack."

F&G Re's Mr. Ingrey agreed: "It's
certainly more competitive than it
used to be," he said, noting that the
competition has held down increases
in reinsurers' margins that would
otherwise result from the risk being
added to the contracts.

"We are not getting enough incre-
mental margin to offset the inere-
mental risk" he said.

Ajit Jain, president of the minsur-
ance division of Berkshire Hathaway
Inc. in Stamford, Conn; said some

minsurers are being "naive" about
the amount of risk they are assum-
ing in financial contracts.

Financial underwriters that previ-
ously did not have to include any
"risk charge" in pricing their prod-
uct now are not charging enough for
the added risk, he explained.

The result, Mr. Jain said, is that
some ceding insurers are using finan-
cial stop-loss deals to lay off catas-
trophe risks that would be more ex-
pensive to reinsurance separately.

"There are some savvy buyers that
are accessing financial reinsurance to
buy some underpriced cat cover,"
Mr. Jain said.

Overall, the distinctions between
traditional and financial reinsurance

have blurred in the wake of the ac-

counting changes, with some tradi-
tional risk covers being "financial-
ized" and the financial covers adding
more underwriting risk.

"There are a lot more deals around

that would be called 'finite risk' if

you knew what the details were,"
said Mr. Bradley of Richmond.

Some finite risk minsurers are

even writing traditional contracts:
Stockton Reinsurance Ltd., a Ber-
muda finite risk reinsurer formed

last year, recently assumed a quota
share of a traditional crop/hail rein-
surance treaty, said Michael Cascio,
vp

While the reinsurance ism't un-

usual, there is still a twist: Stockton,
a unit of Cayman-domiciled invest-
ment management firm Commodi-
ties Corp., is hedging its efposure on
the treaty with futures contracts.

The hedging strategy is "imper-
feet," but if it can be refined, Stock-
ton may write more crop/hail rein-
surance in the future, he said.

Meanwhile, insurers with huge cat
exposures may eventually look be-
yond traditional and financial rein-
surance markets and directly to Wall
Street for capital to support their
risks, market experts predict.

Nationwide was one of the first to

do so when it announced its surplus
note deal with Morgan Guaranty in
February.

Under the terms of this deal, Na-

tionwide has the option to sell up to
$400 million in surplus notes-prom-
ises by an insurer to pay out a cer-
tain portion of its excess surplus at a
particular time-to Morgan at any
time in the next 10 years. Mor-
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Financial
Continued from page 4
gan, in tum, would sell the notes to
a newly formed trust, Nationwide

CSN Trust, which was capitAlized
with an offering of trust notes and
certificates to institutional and other

investors.

Proceeds of the trust offering were
invested in $400 million of U.S.
Treasury securities. If Nationwide
opts to sell its surplus notes, the
notes will be exchanged with the
trust for an equivalent amount of
Treasury securities, which would
then be contributed to Nationwide.

The deal would allow Nationwide

to cover cat losses without cutting
into its surplus or restricting its un-
derwriting, the insurer says.

While surplus notes aren't new,
the structure and size of the Nation-

wide deal is unique.

-

Several observers expressed
doubts that many insurers could re-
peat Nationwide's success.

It would take a large, financially
stable company to repeat such a
deal, and it would most likely be a
mutual insurer like Nationwide,

since stock companies have other op-
tions for raising capital, market
sources say.

And, surplus notes, effective for
boosting capital and surplus after a
catastrophe, would not bolster earn-
ings the way minsurance recoveries
would. For this reason, surplus notes
also would be less attractive to stock

companies concerned with earnings.
Nevertheless, "I would be very sur-

prised if we did not see more like
Nationwide," one observer said.

Reinsurance and financial experts
are also looking into other ways in-
surance risk could be supported by
capital markets, an idea that other-
wise has seen fruition only in the

Chicago Board of Trade's fledgling
catastrophe futures market.

One such idea involves a ceding
insurer issuing participating pre-
ferred stock with a dividend tied to

underwriting results in a particular
line of business, noted Aaron Stern,
president of Normandy Reinsurance
Co. Ltd., a Bermuda-based unit of
Guy Carpenter.

Another idea-similar in some

ways to the Nationwide deal-would
involve the ceding company issuing a
form of debt that would be convert-

ible to stock or surplus notes. The
debt could be held in a trust off the

insurer's balance sheet until conver-

sion, which would be triggered by
cat losses, Mr. Stem explained.

Reversing the normal practice for
convertible debt, investors could get
a higher interest rate than for nor-
mal debt to compensate for the risk
that the cat losses could drive the in-

surer's stock price down, he said.
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Debt or equity issues supporting
insurance risk could also be com-

bined with reinsurance to remove

risks investors don't want, suggested
Prakash Shimpi, president of the
newly created Swiss Re Financial
Products in New York.

Proponents say the various capital
markets ideas offer a purer way to
invest in insurance risk than simply
buying cyclical insurance company
stock. The proposed products can
also offer diversification, since the
returns would not correlate with

those of other stock or bond invest-

ments.

This is also a potential weakness,
though, since-among other
things-it would be tough to project
the risks and explain them to inves-
tors, observers say.

The capital markets aren't ready
yet for the very different kind of risk
the insurance products would repre-
sent, observers say, noting that the

Whatever Your Business Landscape,
DeltaUSA Is The Perfect AllTerrainVehicle.

Just as a good recreational vehicle can take you cross.country, so should your
dental plan. DeltaUSA, our national program for multi. state employers, makes it
easy to do just that. It gives you the advantages of centralized claims processing,
uniform benefit management, and a strong commitment to managing both costs
and care. Plus, it gives your employees access to the country's largest dental
provider network, with 2 out of 3 dentists nationwide as members. That adds up to
satisfaction and savings for both you and your employees. So, no matter what your
business landscape, make sure you have DettaUSA to help conquer it. For more
information, calll-800.964.6644

6 DELTA DENTAL
America's Choice.

capital markets would have a hard
time analyzing, controlling and pre-
dicting how the risks would behave.

"The theory is great," said Berk-
shire Hathaway's Mr. Jain. "We
would like to use it ourselves if it's a

viable product."
But "practically, the market just

ain't there," he said.
Still, J.P. Morgan's Mr, Levine and

others expressed confidence that the
markets will develop eventually and
that insurers in the future will rely
on investors as well as traditional

and financial reinsurers to support
the business they write.

"We have a way to go, but I think
someday it's going to be there," Mr.
Levine said. "I don't know if that's

going to be two years from now, or
five years or 10 years."

"It's a very slow process," Centre
Re's Mr. Wasserman said. But "it's

inevitable that the two sources of

capital will be linked." /1/I

Groups
Continued from page 3

For instance, about a half-dozen
California independent practice asso-
ciations, which are affiliations
formed by doctors to contract with
HMOs or health insers, are close to
unveiling a new Hawaii-based risk
retention group that will write stop-
loss coverage for participating IPAs
that sign at-risk contracts with
HMOs or insurers.

The risk retention group, called
CapRisk Insurance Co. Inc. Risk Re-
tention Group, should be up and
running next month. Its initial capi-
tal will be about $1 million and it

will collect about $1 million in pre-
miums in the first year and more in
future years, said Jeff Moffat, the at-
torney who helped set up the group.

IPAs are becoming very powerful
in California, Florida and Texas, and
most of them are entering into at-
risk contracts with HMOs, whereby
the IPA receives a capitated fee from
the HMO and then agrees to fulfill
the contract with physicians of its
choice, said Mr. Moffat, who is with
Bonne, Bridges, Mueller, O'Keefe &
Nichols in Los Angeles.

St. Paul, Minn.-based Fortis Inc.
will write the reinsurance for the

risk retention group, which will start
with six members and should grow
to more than 12 within five years, he
said. Each IPA will contribute about

$150,000 in initial capital and an
equal amount in first-year premium.

The IPAs participating in the risk
retention group previously financed
stop-loss insurance through a captive
in the Cayman Islands. "But they
were paying 7% in California self-
procurement and excise taxes and
they wanted more members. You
can't solicit business from offshore,
and unfortunately, (the physicians
had) some suspicion about Cayman."

Mr. Moffat insists the risk reten-

tion group is unique. There are no
other stop-loss risk retention groups
for IPAs anywhere, he said.

Another groundbreaking facility is
being put together by Koll Manage-
ment Services Inc., a large property
management firm based in Newport
Beach, Calif. Ron Jackson, senior vp
and director of risk management,
said he is exploring a captive to
write pure premises liability cover-
age for tenants in the buildings Koll

manages or co-owns.
Koll also could put some of its

own property or liability coverage
through the captive and then take a
deduction for those premiums.

"Property manage13 have a re-
sponsibility to see that tenants have
premises liability in some form. But
it's tedious and burdensome just get-
ting to the tenants to check on them,
let alone to review all their in-

See Groups on page 12
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Opinions

Speak in one voice on quality
f ANb. MOW, 0*N JDB

IS bONE!1,

.(

T'S TRULY a buyer's market.The strides employers are making in forcing the
health care market to compete for their dollars are
remarkable. It was only a few short years ago that
the sellers were in the driver's seat and demanding
stiff fares for the ride.

Purchasers and providers together refined the
managed care model to the point where inefficiencies
were reduced and health costs lowered.

As managed care enrollment continues to grow,
employers and HMOs and PPOs will likely acquire
even greater bargaining leverage with providers.

While the managed care model still has room to
grow, employers are increasingly setting their sights
on a new basis for competition: quality of care.

However, the current efforts to negotiate on the
basis of quality are highly disorganized, with indi-
vidual employers, purchasing groups and health
plans all working on their own agendas, which may
not jibe.

In some cases, a health plan may be negotiating
with several different providers and agreeing to sev-
eral different benchmarks of quality. It's inefficient.

We agree with Dr. Paul Ellwood, leader of the
Jackson Hole Group, who contends that purchasers
first must agree on a standard basis for measuring
quality of medical care (BI, May 22).

"If employers keep creating their own quality
guidelines, it'11 be a disaster," Dr. Ellwood said.

The Jackson Hole Group has invited major employ-
ers, physicians, health care policymakers, and even
representatives of Medicare and Medicaid to sit down
and discuss a uniform set of quality assessment crite-
ria. The group proposes collecting data that goes be-
yond measuring mere frequency of certain proce-
dures to examine the well-being of patients after
treatment, patient satisfaction and the severity of
health risks within a given plan.

We are encouraged by this effort, particularly by
the breadth of participants to be included in the dis-
cussion.

To agree on a standard inodel for quality of care,
all players-public and private payers, health plans
and physicians-in the health care arena will have to
come to a consensus on the road map they will fol-
low.

The drive for a uniform set of quality guidelines is
made all the more important by the recent creation of

Letterc

Insurer's actions in risk manager suit disturbing
To the editor: Your reporter, Michael

Bradford, is to be commended for his

May 1 article, "Excess Insurer Suit
Names Risk Manager." You, too, should
take pride. The litany of charges made
by National Union Fire Insurance Co. of
Pittsburgh, Pa., against the risk man-
ager of one of its policyholders is quite
surprising.

In the court papers from National
Union's lawsuit against the risk man-
ager, Liberty Mutual Insurance Co. de-
seribes National Union as "sophisti-
cated."

One could reasonabiy wonder why a

Business Insurance 'r:oetcomes
letters to the editor from its read-
ers. We reserve the right to edit
letters forclarity orspace. We will
not publish unsigned letters.
Please send your comments to
Letters to the Editor, Business In-
surance, 740 N. Rush St., Chicago,
m. 60611. Fax: 312-280-3174.

sophisticated insurance company would
sell insurance to a policyholder with
such a terrible risk manager.

On the other hand, one could specu-
late that this is simply another example
of "post-loss underwriting" by an insur-
anee giant.

The most troublesome aspect of this
anti-risk manager, anti-policyholder
case is, however, not in the allegations
made against the risk manager, but in
the private correspondence that Na-
tional Union placed in the public court
records.

For the court records, there is a letter
from David Lasseter, risk manager of
defendant company State Industries
Inc.,to Lyman Harris, an attorney with
the firm Harris, Evans, Berg & Merris
with respect to Annie Harris vs. Sears/
State Industries.

This letter, which was filed in the U.S.
District Court in Alabama by National
Union, contains comments about an Al-
abama trial judge that I am confident
will incline the trial judge against this
risk manager and his company.

l*'5
11

a national employer purchasing coalition (see story,
page 1).

The National HMO Purchasing Coalition builds on
the examples set by several employer coalitions at
the local level, but will be fundamentally different
from them by virtue of its much greater geographic
reach. Not just providers in one health care market,
but those in dozens will be competing for this na-
tional coalition's business.

If it is to achieve uniformly the levels of quality it
is seeking, the national coalition will be using a stan-
dard model for assessing the quality of health plans
in roughly 27 different markets across the country.

We think it is a natural that the two groups-the
Jackson Hole Group and the National HMO Purchas-
ing Coalition-should work together to satisfy both
their goals.

The Jackson Hole Group could help the coalition
develop a system of assessing and measuring quality
of care, while the coalition could be the first vehicle
to put these theories into practice.

Once a standard of quality is developed, employers
can truly steer health care providers to compete on a
more level playing field.

And that will mean lower costs and higher quality
care for all.

So much for "safe hands."

I doubt that very many risk manage-
ment professionals appreciate how
likely it is that their private communica-
tions will be spread upon the public rec-
ord if an insurance coverage dispute
arises.

Eugene R. Anderson
Partner

Anderson Kill Olick & Oshinsky P.C.
New York

• Editor's note. An ercerpt from the
Sept. 5, 1991, letter from David Lasseter
to Lyman Harris, which was entered
into the record by National Union on
Dec. 27,1994, reads:

". . .1 did want to comment on the last

page of your letter concerning the possi-
bility of asking Judge Gambte to recuse
himself.

From everything you. . .have totd me,
we are not going to get a very good
shake from Judge Gamble anyway. For
that reason, I am in favor of taking the
chance Of asking Judge Gamble to recuse
himself. Let's discuss."
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the benefits of long-term protection
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These highly customized programs can be designed to meet a broad range of

needs-from general liability coverage and specialty programs with major

companies to managing complex issues such as environmental impairment

liabilities. Before you face another year of contract negotiations, look into

from Centre Re.
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MEMBER OF THE ZURICH INSURANCE GROUP
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#F

12 / Business Insurance, May 29, 1995

Spotlight report

Groups
Continued from page 6
surance documents," Mr. Jackson
said.

Thus, by issuing policies to ten-
ants, in which Koll controls the pol-
icy form, the company can ensure
that tenants have all the coverage
the landlord requires. The program
is necessary because tenants not ob-
taining insurance that protects build-
ing owners is a "problem that's per-
vasive throughout the real estate
management field. So we'd like to
set up a captive capitalized by us.

We'd then find a fronting carrier to
issue the paper to tenants and we'd
reinsure that coverage through the
captive," said Mr. Jackson.

Koll would ideally like to have its
captive operating by next year.
"We've talked to the U.S. Virgin Is-
lands and other domiciles. It would

be proprietary at first but could be
opened up later to other manage-
ment companies in a similar situa-
tion," he said.

At this point, the captive stands a
very good chance of getting off the
ground.

He said the concept is brand new,
and when he presented it to real es-

tate company risk managers at the
Risk & Insurance Management Soci-
ety Inc. conference last month in San
Francisco, it was well received.
"They were all very interested be-
cause management firms are really
ina pickle if the owner comes to us
saying the tenant is not insured."

In addition to companies getting
into captives for the first time,
Michael Maglaras, a principal with
Michael Maglaras & Co., a consult-
ing firm in Stamford, Conn., said
companies that have had success
with captives in the past are starting
up new ones, sometimes in different
domiciles, to write other coverages

For example, "there are noticeable
and not-so-noticeable differences be-

tween Bermuda and Cayman or
Dublin and Vermont. You may want
to put your property in Dublin, your
benefits in the USVI and your pro-
fessional liability in Bermuda."

But while this may increase effi-
ciency in coverage, Mr. Maglaras ac-
knowledged that it raises "significant
issues, not the least of which is rec-

ord keeping and management."
On another front, rent-a-captives

seem to be gainmg popularity.
"We'd like to think that that's be--

cause of the success Mutual Indem-

nity Ltd. has had,' said Peter R.L.

ExcessIiability Insumnce
Without The Adventums In Para(lise

Companies in need of liability coverage in excess of $25 million once searched the globe, from the
City of London to the sands of Bermuda, for stable and consistent capacity

But toclaM a single policy of $100 million over $25 million in excess liability coverage is available
domestically from American Excess Insurance Association with offices in East Hartford and New York City
With our policy you avoid the "adventures" of missing layers, sublimits, inconsistent language, offshore
captives or disputes among multiple carriers.

The members of American Excess Insurance Association are among the nations largest and strongest
insurance companies. The Association is qualified to do business in almost every state of the union.

You enjoy the benefits of one-stop shopping: one claim manager, one under-
writing facilit>i one policy of $100 million excess of a ininimum of $25 million. lilisOur underwriting standards are designed to satisfy a broad spectrum
of domestic andinternational business.

And travel is entirely up to you. Just ask your broker or agent
to call (203) 528-2155 or fax (203) 282-9393.

American Excess
Each member is severatly and not jointly liable for its share of any assumed risk
Terms and conditions of coverage are as stated in the policy. Insurance Association

Underwriting member companies as of 12/94: The Aetna Casualty and Surety Company; Continental Casualty Company; Continental Insurance Company;
Employers Reinsurance Corporation; Federal Insurance Company; Fireman's Fund Insurance Company;

General Accident Insurance Company of America; The General Star Natic,nal Insurance Company; Indemnity insurance Company of North America;
NAC Reinsurance Corporation; North American Specialty insurance Company,

St. Paul Fire and Marine Insurance Company; The Travelers Indemnity Company; Zurich Insurance Company, U.S. Branch.

MacKay, a director with Mutual
Risk Management (Cayman) Ltd., re-
ferring to MRM's Bermuda-based
rent-a-captive.

Mr. MacKay said rent-a-captives
are a solid option for broker-driven

plograms

"Back during the mid-19805, the
brokers ran their programs into their
own captives. They did well for a
while collecting all those commis-
sions, but then the losses came in.

What's difficult about rent-a-cap-
tives is you need a fronting insurer
and stop-loss coverage."

Peter Strong, president of Inde-
pendent Management Group Ltd. in
Bermuda, said MRM has done well

because it owns such an insurer, Le-

gion Insurance Co. "Legion has been
able to front workers comp and auto
liability, which require admitted pa-
per, and then move it on to the
rent-a-captive. Other companies
would probably like to do it as well."

Mr. Maglaras agreed that there
may be more activity in rent-a-cap-
tives in the next few years. "There
are companies out there with no
sense of direction. They're years
away from forming their own cap-
tive but still want to warehouse pre-
miums and claims until that time.

Rent-a-captives are the answer."
Within the alternative risk move-

ment, group captives seem to be few
and far between.

Towers Perrin's Mr. Rosenbaum,

citing figures from his firm's "Cap-
tive Insurance Company Reports,"
said that of the 204 "true

captives"-those formed primarily to
insure a company's own risks-
formed worldwide in 1994, 115 were
created by U.S. companies. Of the
115 U.S. captives, only 21 were
group captives

In Vermont, only one of the 32
captives that formed in 1994 was a
group captive, said Derick White,
chief insurance examiner-captives
with the Vermont Insurance Depart-
ment

"The soft market makes captives
less necessary for groups and associ-
ations. It's hard to market a risk re-

tention group in a soft market, and
that's good. We don't really want
risk retention groups selling them-
selves to get members."

An intrinsic problem with group
captives is capital and strategy. How
do unrelated companies in a similar
industry get together to procure cap-
ital and forge an operating plan?

"I know of several groups that
would like to form a captive. But
where do they come up with credible
loss estimates?" wondered Mr.

Strong, the Bermuda captive man-
ager.  An association looking to
sponsor a workers comp captive can
come up with their members and the
potential size of the captive, but they
don't know probable losses until
they know who is going to buy in."

"Capital is real tough to come by
with groups," added MRM's Mr.
MacKay "You're trying to get a
bunch of different people to agree on
one thing, which is almost impossi-
ble, even if you're talking about
something simple like a feasibility
study. You also need a sponsor for
capital and motivation."

But need is the one thing that can
drive a group captive. For example,
the Caribbean Hotel Assn., whose
members could not find affordable

property insurance, started a group
captive May 10. Capital came almost
exclusively from outside investors
looking for a rettun on their invest-
ment, said Aon's Ms. Carragher, who
helped set up the captive.

"Associations like this see a hole in

the traditional marketplace and they
need help finding capital, underwrit-
ing and management. (In this case,
the association) is setting up a cap-
tive with a chunk of outside capital
knowing their affiliates can't find
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CHOOSING THE WRONG PROPERTY CAT REINSURER CAN STOP YOU IN YOUR TRACKS.

Centre Cot can show you the signs of stability: Beyond substantial capacity, our superior risk analysis

and proprietary portfolio management tools offer cedcnts procf-not promises-of our abiliy to weather

m J|liple calastrophes. look to us for responsible prichg. Progictr leadership. Selective, irdividualized

urderwriting. Ask your broker to call us in Bermuda at 809-292-2102 for more information

CENTRE CAT
REWARD YOUR INDIVIDUALITY
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Even when you've done evergthing right, others
will think you're wrong. And that can get costly.

At Zurich-American, we think it's time an

insurance company took a fresh look at insuring
professionals. Besides customized Huwan

Resources, Lawyerand Miscellaneous Professional
Liability coverages, we ofler our customers
long-term partnerships.These partnerstips

encourage trust and information snaring, which
can lead to reduced claims and costs.

4 imilr

. 1

I

The Power of PartnershipM in Professional Liability.
Our broad policies,with $25 million in

capacity for each prod Jct, come backed b'J
the financial strength and security ofan A+ rated
company. And we supplement our products
with risk-reducing services from experts who

know profess onal liability.
The world is changing, anc change

ircreases risk. Even w'len you think llou're doing
everythiig right. That's whu we're here to help

you. Zurict-American.The Powe- of Partnership,

For mot information, call us at
1-800-382-2150.

*
ZURICH-AMERICAN

INSURANCEGROUP

TMThe Power of Partnership
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GUIDE TO ALTERNATIVE RISK FINANCING FACILITIES

Business Insurance's ninth annual survey of alter-
native risk financing facilities--which service a wide
range of corporations, public entities and profession-
als--lists 85 facilities that had more than 20,500 pol-
icyholders in 1994. For participants in both the 1994
and 1995 listings, membership steadily increased by
10.6% during 1994.

Forty-eight of the facilities report that they expect
to write coverage for more policyholders in 1995 than
in 1994, while 31 respondents expect no change in
membership. According to the 82 facilities reporting
estimated membership for 1995, enrollment will
increase an average of 13.2% this year.

The facilities in this directory reported a combined
premium volume of $2.05 billion in 1994. Their poli-
cyholder capital and surplus totaled $7.5 billion at
year-end, while combined assets totaled $13.19 bil-
lion. New to the guide this year are nine facilities,
three having written their first policy in 1994 or
1995.

Coverage is written for a broad range of policy-
holders, including: commercial banks; chemical dis-
tributors and manufacturers; medical professionals
and researchers; national fraternity organizations;
public utilities; tank truck operators; petroleum
companies; non-profit groups like social service,
counseling and residential care organizations; rail-
roads and mass transit systems; home builders and
developers; plastics processors and manufacturers;
managers of commercial, industrial or multiple-resi-

Facility
Management company
Contact name, address & phone

AAOMS National Insurance Co.,

Risk Retention Group
Self-managed
Kenneth Ludwig, 9700 W. Bryn Mawr Ave., Suite 150
Rosemont, 111. 60018; 708-928-0041
Domicile: Illinois

Accountants Liability Assurance Co. Ltd.
Minet Risk Services (Bermuda) Ltd.
Colin R. Newell, P.O. Box HM462,

Hamilton HM BX, Bermuda; 809-295-0073
Domicile: Bermuda

ACE Ltd./A.C.E. Insurance Co. Ltd.

Self-managed
William J. Loschert, P.O. Box HM 1015,

Hamilton HM DX, Bermuda; 809-295-5200
Domicile: Bermuda

Adams County BOCES Self Insurance Pool
Adams County BOCES
James Stroup, 602 E. 64th Ave.,
Denver, Colo. 80229; 303-286-7294
Domicile: Colorado

Affiliated Chemical Employers Reinsurance Ltd.
CFM Insurance Managers Ltd.

Simon Scupham, Victoria Hall, 11 Victoria St.,
Hamilton HM 11, Bermuda; 809-296-1051
Domicile: Bermuda

Affiliated Chemical Group Ltd.
CFM Insurance Managers Ltd.
Simon Scupham, Victoria Hall, 11 Victoria St.,
Hamilton HM 11, Bermuda; 809-296-1051
Domicile: Bermuda

Risks

Professional

liability

Accountants

professional
indemnity

dent buildings; fast-food franchises; metalworking
firms; and electrical companies.

Thirty, or one-third, of the facilities are domiciled
in Bermuda; 20 in Vermont; 10 in Colorado; four in
Barbados and Hawaii; two in the Cayman Islands,
Florida, Illinois and Tennessee; and one in Arizona,
California, Delaware, Georgia, Maryland, Minnesota
and South Africa. Two facilities are domiciled in

more than one location: Bermuda and Delaware and

Bermuda and Vermont.

The facilities provide mainstream coverage to
their owners and members, including primary and
excess liability, directors and officers liability, prop-
erty and workers compensation coverage. Some pro-
vide much more specialized lines--such as medical
malpractice liability coverage, export credit insur-
ance, coverage for claims alleging sexual harassment
and cargo coverage--to meet the specialized risk
financing needs of policyholders.

All of the facilities were capitalized by an initial
group of policyholders with common insurance needs
to obtain coverage they either could not find or could
not afford to buy in the commercial insurance mar-
ket and could not efficiently fund as individual self-
insurers or captive insurance company owners.

Each individual listing provides information
about: the facility's manager and the name, address
and telephone number of the person to contact for
additional information; the risks the facilty under-
writes; the limits it provides; the date the first policy

Excess liability,
primary (through
CODA) and excess
D&0, satellite,

aviation products

Property, general
liability, workers
compensation

Workers

compensation

Commercial general
liability, including
product and

completed operations

Limits

$1 million per oc-
curence/$3 million

aggregate primary;
$4 million excess
of $1 million

$5 million

primary or
$5 million excess

Excess liability:
$200 million excess
of $100 million

($50 million for
non-U.S. risks)
D&O: $50 million

excess of $25 mil-
lion; Satellite: $25

million primary;
Aviation products:
$100 million primary
Property: various

First policy

Policy form

June 1988

claims-made

June 1986

Claims-made

November 1985

Claims-made

Property: $60 million 1979
per occurrence

excess of $100,000; Occurrence

General liability:
$1 million per occur-
rence excess of

$150,000; Workers

comp: statutory
excess of $300,000

Statutory;
Maritime/employers
liability: $1 million
excess of various

deductibles

$1 million per
occurrence/$3 mil-

lion aggregate or
$2 million per
occurrence/$5 mil-

lion aggregate
excess of various

deductibles

1995

Occurrence

1977

Claims-made

Access

Specific
brokers

and direct

Specific
broker

Any non-U.S.
broker

Direct

Specific
brokers

Specific
brokers

was written and the type of policy form used; how
potential policyholders can gain access to the facili-
ty; premium volume in 1994 and estimated volume in
1995; assets as well as capital and surplus at year-
end 1994; the number of policyholders in 1994 and an
estimate for 1995; and a description of the facility's
membership, including any association require-
ments.

In addition, for the first time, this year's listing
also features a guide to rent-a-captives, listing 22
rent-a-captives beginning on page 30: The domiciles
of these facilities include Barbados, Bermuda,

Cayman Islands, Ireland, Isle of Man and Vermont.
For those rent-a-captives reporting the number of
policyholders, membership totaled 888 at year-end
1994 and was estimated to reach 964 in 1995.

Premium volume totaled $604.9 million in 1994 and
was estimated to reach $673.8 million in 1995.

The information on each facility was provided by
the facility or its manager in response to a Business
Insurance questionnaire. Although every effort has
been made to report complete and accurate informa-
tion, BI is unable to verify all the information pro-
vided.

Readers should contact the person listed for more
information about each facility.

To be included in next year's guide, contact Rich
Trout, Assistant Directory Editor, Business
Insurance, 740 N. Rush St., Chicago, Ill. 60611-2590;
312-649-5483; fax: 312-649-7801.

Premium

volume

(in millions)
1994

1995 (est.)

$23.2
$24.5

$10.3

$10.3

$386.0
NA

$3.1
$3.1

NA

$1.0

$5.0

$5.0

1994 assets/

Capital
& surplus

(in millions)

$2,600.0

$1,100.0

NA

NA

$54.3
$8.0

$62.3

$35.8

$11.8

$4.4

$17.0
$5.0

Number

of policy-
holders

1994

1995 (est.) Membership

2,211
2,350

615

NA

NA

8

30

30

35

35

5

5

Members of

American

Assn. of Oral &

Maxillofacial

Surgeons

Public

accounting
firms

All classes

of business

Public school

districts

Chemical

distributors
and

manufacturers

Chemical

distributors

and

manufacturers

Continued on page 18
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Guide to alternative risk facilities (Continued from page 18)

Facility
Management company
Contact name, address & phone

Clinic Mutual Insurance Co. Risk Retention Group
Willis Corroon/ARMS

Carolyn Greene, 26 Century Blvd.,
Nashville, Tenn. 37214; 615-872-3365
Domicile: Tennessee

College Liability Insurance Co. Ltd.,
A Risk Retention Group
Sedgwick Management Services (U.S.) Ltd.
Gary Osborne, 841 Bishop St., Suite 2125,
Honolulu, Hawaii 96813; 802-545-2420
Domicile: Hawaii

Risks

Medical professional
liability, general
liability and non-
owned and hired

auto liabil ty

Commerdal general
liability, auto
and educators

legal liability

Consolidated Catholic Casualty Excess and

Risk Retention Group D&0 liability
Skandia International Risk Management (Vermont) Inc.
Robert L. Sinclair, 110 21st Ave. S., Suite 801,
Nashville, Tenn. 37203; 615-327-2274
Domicile: Vermont

Constance Insurance Co.

RiskCap
H. Edward Rohrer, 1571 Race St.,
Denver, Colo. 80206; 303-388-5688
Domicile: Colorado

Consumer Specialties insurance Co.
(Risk Retention Group)
Vermont Insurance Management Inc.
Michael T. Rogers, P.O. Box 306,
Montpelier, Vt. 05601 ; 802-229-5042
Domicile: Vermont

ELSIP (Excess-of-Loss Self-Insurance Pool)
RiskCap

Michael Murphy, 1571 Race St.,
Denver, Colo. 80206, 303-388-5688
Domicile: Colorado

Eastern Dentists Insurance Co.

Vermont Insurance Management Inc.
Michael T. Rogers, P.O. Box 306,
Montpelier, Vt. 05601 ; 802-229-5042
Domicile: Vermont

Energy Insurance Mutual Ltd.
Self-managed
David L. Hadler, 6200 Courtney Campbell Causeway
Suite 550, Tampa, Fla. 33607; 813-287-2117
Domicile: Barbados

Engineers Liability Insurance Co. Ltd. (ELIC)
IAS (Barbados) Ltd.

William Tomlin, CGM Building, Collymore Rock
Bridgetown, Barbados, W.I.; 809-436-8296
Domicile: Barbados

Englewood Reinsurance Co. Ltd.
International Risk Management (Bermuda) Ltd.
Graham D. Brice, Belvedere Building, P.O. Box
HM 660, Hamilton HM CX, Bermuda; 809-295-0713
Domicile: Bermuda

Evergreen Indemnity Ltd.

International Insurance Management Ltd.
Tina O'Connor, C.G.M. Bujlding, Collymore Rock,
Bridgetown, Barbados, W.I.; 809-426-5235
Domicile: Barbados

Evergreen USA Risk Retention Group Inc.
International Insurance Services Inc.

Richard A. Hartford, P.O. Box 61,

Lewiston, Maine 04243-0061 ; 207-784-4566
Domicile: Arizona

Exporters Insurance Co. Ltd.
BF&M Management Ltd.
Robert Svensk or Mark Reynolds, P.O. Box 1007,
Hamilton HM DX, Bermuda; 809-296-1745
Domicile: Bermuda

Financial Institutions Reserve

Risk Retention Group Inc.

Johnson & Higgins Services Inc.
Richard Grayson, 191 Peachtree St. N.E.,
Atlanta, Ga. 30303-1762; 404-586-8365
Domicile: Vermont

Suite 3400,

Limits

$1 million per
occurrence/$3

million aggregate.
$1 million excess

of $1 million

$250,000 primary;
$9.75 million excess
of $250,000

$2 million per
occurrence/$5

million aggregate

Product and general Proprietary
liability, blanket crime
bond, blanket property,
business interruption

Commercial general
liability

General liability

Medical malpractice
and general liability

General and

D&0 liability

Professional

liability

Property and
casualty
reinsurance

Multi-peril property;
general, excess
and auto liability;
inland marine

General and

auto liability

Export credit
and political
risks

D&0 liability

$5 million per
occurrence/$5 million

aggregate excess of
$5,00C self-insured
retention

$1 million per
occurrence/

$2 million

aggregate

$250,000 per
occurrence/

$750,000 aggre-
gate; 52 million
per occurrence/
$6 million aggregate

General liability:
$100 million excess

of $25 million; D&0:

$50 million excess
of $25 million

$100,000, $250,000,
$500.000. $1 million
excess of minimum

self-insured retention

of $10,000

Various

$1 millicn primary,
$2 millicn excess

of $1 million

$1 million primary

$6.6 million primary

Various

First pclicy
Po icy form

January 1988

Claims-made

May 1991

Claims-made

and

occurrence

Access

All brokers

Specific
broker

Juy 1987 Direct

Claims-made

and

oc:urrence

Agril 1 978

Occurrence

1987

Claims-made

Jily 1990

Occurrance

September 1992

C aims-made

and

occurrence

July 1986

Claims-made

December 1987

Claims-made

karch 1989

Claims-made

ald

occurrence

Jjne -986

Occur-ence

Pure

captive

All brokers

Restricted

All brokerd

and direct

All brokers

and direct

Direct

Captive
nsurance

companies

Direct

Novenber 1989 Direct

Occurrence

Marci- 1990

Occurrence

.une 1986

Claims-made

All brokers

Direct

Premium

volume

(in millions)
1994

1995 (€st.)

54.0

54.1

551.7

557.0

$3.9

$5.3

$28.0

$20.0

S4.0

54.0

SO.8

Sl.0

55.7

56.0

$2.1
$2.1

$3.5

43.7

$0.3

$0.3

SE.6

$E.7

$11.2

$0.2

$2.4

$2.4

$1.0
$C.7

1994 assets'

Capital
& surplus

(in millions;

$56.5

$23.2

$16.6

$10.1

$12.2

$2.5

$409.8

$185.4

$167.0

$22.0

$11.7

$5.5

$25.8

$20.3

$115.6

$63.7

$3.1

$1.1

$1.2
$0.6

$0.3

$0.3

$5.8

$3.0

$5.1

$2.5

$7.8

$2.1

2,067

2,150

212

283

653

700

137

144

92

100

43

50

120

120

16

16

10

10

10

12

11

12

Number

of policy-
holders

1994

1995 (est.) Membership

3

5

8

8

Primary
health care

centers

West Coast

College
Consortium

members

Catholic multi-

institutional

health care

systems

Manufacturers

of valves

and fittings

Members of

Chemical

Specialties
Manufacturers

Assn.

Colorado

school

districts

Dental society
of state in

which insured

is practicing

Electric and

gas utilities

Engineers (civil,
structural, mech-
anical, elec-

trical) and
architects

All classes

of business

Campgrounds,
RV parks and

canoe livery
operations

Campgrounds,
RV parks and

canoe livery

operations

Major exporters
and financial

institutions

Bank holding
companies

Continued on page 24
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WORKERS COMPENSATJON
CONFERENCE ,

WHO SHOULD ATTEND

Risk managers, loss prevention and safety managers, workers compensation
administrators and analysts, employee benet executives, plus insurers, brokers,
consultants, representatives from HMOs and PPOs, state and local government
representatives, association members, attorneys and providers from a broad range of
companies and institutions.

PRELIMINARY PROGRAM

WEDN ESDAY, OCTOBER 11,1995

• EMPLOYER'S PRIVATE ROUNDTABLE

• EARLY REGISTRATION AND WELCOME RECEPTION

TH U RSDAY, OCTOBER 12, 1995

• KEYNOTE: THE LATEST ON OSHAS ATrEMPTS TO PROPOSE FORMAL
RULES ON ERGONOMIC STANDARDS AFFECTING ALL BUSINESSES

• ERGONOMICS IN THE WORKPLACE

• DEALING WITH A CHANGING WORKFORCE:

TEMPORARY/Ar HOME/ON THE ROAD

• LUNCHEON: SAFETY INCENTIVE PROGRAMS

0 24-HOUR PROGRAMS AND OTHER INSURANCE OPTIONS

0 EMPLOYER CASE STUDIES

, Battlefield experience in repetitive stress injuries
4 An effective cost allocation system to control losses
, A return-to-work program that works

0 RECEPTION

FRIDAY, OCTOBER 13, 1995

• BUILDING YOUR TEAM TO ACHIEVE SUCCESSFUL CLAIMS
MANAGEMENT

o ADMINISTRATIVE AND LEGAL REMEDIES TO COMBAT FRAUD

• LUNCHEON: STRESS AS A WORKERS COMPENSAnON INJURY:
FACT OR FICTION?

REGISTRATION

FAX: (212) 279-9307

To register or to receive more information, please write or call
IBF • International Business Forum, 7 Penn Plaza, Suite 901, New York, NY 10001.

SPECIAL EARLY BIRD RATE OF $795 for service providers or $495 for risk,
employee benefit or safety managers represents a $100 savings from the regul
Early Bird Rate may be secured by registering byJuly 31, 1995.

ar rates.

TEL: (212) 279-2525

ACCREDITATION

IBF • International Business Forum is registered with the California Insurance Board
as a course provider.

OCTOBER 11-13,1995
Lomus Coronado Bay Hotel, San Diego, California

CONFERENCE CHAIRMAN

Kathryn J. Mcintyre
Vice President

Publisher and Editorial Director

Business Insurance

CONFERENCE

ADVISORY BOARD

Kenneth Albrecht

Director, Risk Management
Frito-Lay, Inc.

Maddy Bowling
Fice President

Workers Comp Managed Care
Int:racorp

Arnold Davenport
Vice President, Risk Management
Marriott International, Inc.

Dr. Stephen Dawkins
Occupational Health Physician
Occupational Healtb International

Ronald Guilfoile

Risk Manager
City ofSt. Paul

Allen Iampaglia
Risk Manager
Risk Management Division
City of Glendale, Arizona

John Kessock, Jr.
Chairman

Commomvealtb Risk Services, Inc.

Gregory Saxum
Director, Workers Compensation
Legal Division
Eastman Kodak Company

Richard A. Victor, Ph.D.,J.D.
Executive Director

Workers Compensation Research Institute

Susan M. Werner, ARM

Director of Risk Management
Hardee's Food Systems, Inc.

Stephen M. Wilder
Vice President, Risk Management

Disney Company

Edward C. Woodward

President

California Workers Compensation Institute

COMMENTS FROM

SOME OF LAST YEAR'S

ATTENDEES:

"Once again, BI bas assembled
articulate and knorkdgeable
speakers on relevant and
timely topics."
Mary Stoik Dymond
Risk Manager
ACX Technologies, Inc.
Golden, Cdlorado

"Tbis was my 2nd year at tbis
conference and 1 didn't think
tbat tbey could bave a better
program tban last year... but
tbey didN»
Sharon Van Sant

Claims Administrator

Bergen Brunswig Corporation,
Orange, CA

<cOverall, tbis was informative
and educational."

Geoggrey Roullard
A#orney
Carson City, Nevada

Excellent in-depth discussion of
areas important to my company."
Michael Murphy
Workers Compensation Manager
State of Arizona Risk Management,
Phoenix, Arizona

«I am walking moay witb several
ideas Ican readily implement
back in tbe o#ice."
Walter Steunenberg
Vice President

Greenpoint Savings Bank,
Flushing, NY

CONFERENCE

SPONSORS

• Commonwealth Risk Services, Inc.

0 Intracorp

YES, 1'0 LIKE TO REGISTER NOW AND TAKE ADVANTAGE OF THE
EARLY BIRD DISCOUNT AVAILABLE UNTIL JULY 31. 1 UNDERSTAND

THAT I WILL BE INVOICED.

3 I ama service provider - $795 ( regularly $895) V IBFC I am a risk, benefits or safety manager - $495
( regularly $595)

v International Business Forum

Name

Title

Company

Address

City/State/Zip

Telephone No. C )

Fax No. ( )

El Please forward information about table-top exhibits.
El Please forward information about sponsorship opportunities.
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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

Tavelers Managed Disability Services.

At Met DisAbility, our f6cus 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 workM

1-800-METLIFE

H9502FVL(exp 0296) MLIC-LD

©1995 Metropolitan Life Insurance Co., One Madison Ave., NY, NY
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Facility

Management company
Contact name, address & phone

Financial Services Mutual Insurance Co.,

Insurance Equities Corp.
Bayard Bigelow VI, 540 Hopmeadow St.,
Simsbury, Conn. 06070; 203-651-6131
Domicile: Vermont

Florida Hospital Trust Fund/Florida Hospital
Excess Trust Fund

Sedgwick James of Florida Inc.
Peter J. Brennan, P.O. Box 945155

Maitland, Fla. 32794-5155; 407-875-5900
Domicile: Florida

Forest Insurance Ltd.

International Risk Management (Bermuda) Ltd.
Robert W. Virtue, Belvedere Building, P.O. Box
HM 660, Hamilton HM CX, Bermuda; 809-295-0713
Domicile: Bermuda

General Eastern Ski Insurance

Risk Retention Group

Vermont Insurance Management Inc.
Michael T. Rogers, P.O. Box 306,
Montpelier, Vt. 05601 ; 802-229-5042
Domicile: Vermont

Guardrisk Insurance Co. Ltd.

Integrated Risk Consultants and Guardian National
R.W. Voysey, P.O. Box 61838,

Marshalltown 2107, South Africa; 27-11-832-3541
Domicile: South Africa

Hopewell International Insurance Ltd.
International Risk Management (Bermuda) Ltd.
Graham D. Brice, Belvedere Building, P.O. Box
HM 660, Hamilton HM CX, Bermuda; 809-295-0713
Domicile: Bermuda

Risks

Professional

liability

Professional

liability

Excess umbrella

liability

General liability

Non-life

Property and
marine insurance

and reinsurance

Limits

$1 million primary

$250.OCO per
occurrence/

$1 million aggre-
gate; $10 million
excess

Maximum capacity:
$10 million per
occurre,ce/$10 mil-

lion aggregate

$10 million excess
of various self-

insured retentions

Various

Unlimited

excess of

captive
retentions

First policy
Policy form

1988

Claims-made

April 1975

Claims-made

January 1980

Claims-made

and

occurrence

April 1988

Occurence

August 1993

Claims-made

and

occurrence

January 1972

Occurrence

Access

All brokers

and direct

Direct

Must be

captive
insurance

company

related

business

All brokers

and direct

All brokers

and direct

Must be

captive
insurance

company

related

business

Premium

volume

(in millions)
1994

1995 (est.)

$11.0
$11.0

$20.0

$45.0

$1.2

$1.5

$139.0

$140.0

$1.4
$1.4

1994 assets/

Capital
& surplus

(in millions)

Note: Hopewell International Insurance Ltd. will cease underwriting on June 30; clients may transfer to Harrington Ilternational Insurance Ltd., which will write property, business interruption and marine coverages.

Housing Authority Risk Retention Group Inc.
Yankee Captive Management Co.
James McNally, 140 Kennedy Drive,
South-Burlington, Vt. 05407; 802-658-1100
Domicile: Vermont

IARW Insurance Co. Ltd.

Atlantic Security Ltd.
Richard Witkowski, P.O. Box HM 2078,

Hamilton, Bermuda HM HX; 809-295-5425
Domicile: Bermuda

Independent Laboratories Assurance Co. Ltd.
International Advisory Services Ltd.
David Pickering, P.O. Box HM 2274,
Hamilton HMJX, Bermuda; 809-295-3688
Domicire: Bermuda

Ironworking Contractors Insurance Program
Mutual Risk Management Ltd.
Richard C. Holton, 7701 Forsyth Blvd., Suite 1025,
St. Louis, Mo. 63105; 314-725-3966

Domicile: Bermuda

Joint School Districts Workers' Compensation
Self-Insurance Pool

RiskCap
Sherlyn W Farrell, 1571 Race St.,
Denver, Colo. 80206; 303-388-5688
Domicile: Colorado

General liability

Legal liability

Professional

liability

$3 million primary;
$4 million excess

of $1 million self-
insured retention

$1 million primary;
unlimited excess

$1 million per
occurrence/

$2 million

aggregate

Workers compen- $1 million primary
sation, general and
auto liability

Workers

compensation
and employers

liability

MPC Insurance Ltd. Professional

Johnson & Higgins Services Inc. liability
Julie S. Boucher, 7 Burlington Square, 6th Floor, P.O
Box 530, Burlington, Vt. 05402-0530; 802-864-5599
Domicile: Vermont

MEDMARC Insurance Co. Inc.

Hamilton Resources Corp.
Thomas Konopka or Caroline Thompson, P.O.
Box 1167, Fairfax, Va. 22030-1167; 703-273-1995
Domicile: Vermont

Product liability

Statutcry

June 1987

Caims-made

and

occurrence

1974

Occurrence

1976

Claims-made

Direct

Direct

Direct

December 1988 Direct

Occurrence

July 1986

Occurrence

$10 million primary September 1987

$5 million primary

Claims-made

January 1979

Claims-made

Restricted

Direct

All brokers

$22.8
$23.5

$10.4

$11.7

$32.8

$33.0

$2.2

$2.5

$2.8
$3.5

$0.6

$0.6

$7.0

$7.0

$4.3

$4.3

$100.0

$40.0

$20.0

$7.0

$2.1

$0.8

$88.0

$6.5

$98.6

$30.6

$2.7

$2.1

$11.2

$0.7

$12.7

$2.0

$76.2

$20.6

$154.0

$51.6

$8.3
$5.2

$2.1

$0.4

$7.3

$3.5

500

700

Number

Of Policy-
holders

1994

1995 (est.) Membership

350

375

150

165

21

21

537

550

15

25

56

58

23

25

18

20

8

8

14

15

6

6

4

4

Financial planners
and registered
investment

advisors

Private, not-for-

profit, general
acute care

hospitals

Forest

products
industry

Ski area

operators

All classes

of business

Multinational

companies,

including metal-
working, food
manufacturing,

banking and
pharmaceutical
businesses

Public housing
authorities

Members of the

International

Assn. of

Refrigerated
Warehouses

Independently
owned testing
laboratories

Members of

Union of

Ironworking
Contractors

Colorado

school

districts

Lawyers of
participating
member firms

Manufacturers

and distributors of

medical devices

and clinical

laboratory
products

Continued on next page
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Facility

Management company
Contact name, address & phone

Mental Health Risk Retention Group Inc.
J.J. Negley Associates
Lori Ortiz, P.O. Box 206,

Cedar Grove, N.J. 07009; 201-239-9107
Domicile: Vermont

Midwestern Liability Insurance
Risk Retention Group Inc.
Johnson & Higgins Services Inc.
Robert L. Lehr, 18181 W. 53rd St.,

Shawnee, Kan. 66217; 913-631-3300
Domicile: Colorado

Mount Mansfield Insurance Group Inc.
AIG Captive Management Co.
Ann Wick, 1233 Shelburne Road, Suite 200,

South Burlington, Vt. 05403; 802-658-9405
Domicile: Vermont

National Guardian Risk Retention Group
Willis Corroon

Carolyn Greene, 26 Century Blvd.,
Nashville, Tenn. 37214; 615-872-3365
Domicile: Tennessee

Nonprofits' Insurance Alliance of California
Self-managed
Pamela Davis; P.O. Box 4654,

Carmel, Calif. 93921; 408-459-0980
Domicile: California

Nonprofits' Insurance Assn.,
An Interinsurance Exchange
Berkley Risk Services Inc.
Vicki Fraher, 920 Second Ave. S., Suite 700,

Minneapolis, Minn. 55402-4023; 612-376-4220
Domicile: Minnesota

Nonprofits' Mutual Risk Retention Group
Vermont Insurance Management Inc.
Michael T. Rogers, P.O. Box 306,
Montpelier, Vt. 05601; 802-229-5042
Domicile: Vermont

North American Builders Indemnity Co.
RiskCap
Sherlyn W. Farrell, 1571 Race St.,
Denver, Colo. 80206; 303-388-5688
Domicile: Colorado

Nuclear Electric Insurance Ltd.

Delaware Risk Management Inc.
Quentin Jackson, 1201 Market St., Suite 1200,
Wilmington, Del. 19801; 302-888-3000
Domicile: Delaware

Nuclear Mutual Ltd.

Delaware Risk Management Inc.
Quentin Jackson, 1201 Market St., Suite 1200,

Wilmington, Del. 19801; 302-888-3000
Domicile: Delaware

Oil Casualty Insurance Ltd.
Oil Management Services Ltd.
K. Doyle Stephens, ACE Building,
30 Woodbourne Ave.,

Pembroke, Bermuda; 809-295-0905
Domicile: Bermuda

Risks Limits

General, professional $1 million primary
and D&0 liability

General, auto and

pollution liability;
surety

Workers

compensation

Medical professional

liability

General liability,
auto liability and
physical damage,
miscellaneous

professional liability,
improper sexual
conduct

Property; inland
marine; general,
professional, D&0

and auto liability;

auto physical damage
and crime

General, auto,

professional,

improper sexual
contact, D&0,

umbrella liability

$850,000 aggregate
excess of $150,000
self-insured reten-

tion; $4.85 million

aggregate excess
of $150,000 self-

insured retention

for four specific
auto liabilities

First policy
Policy form

January 1988

Claims-made

4¥

May 1989

Claims-made

and

occurrence

$250,000 primary July 1992

$1 million per
occurrence/$3

million aggregate
per policyholder;
$10 million aggre-
gate for the group

Various

Various

$1 million per occur-
rence/$2 million

aggregate primary;
$10 million per
occurrence/$10

million aggregate
excess of self-

insured retention

or underlying limits

Real estate E&0, Proprietary
comprehensive gen-

eral liability, workers
compensation, property,

builders' risks, auto

physical camage

Excess property
and business

interruption
coverage for
nuclear utilities

All-risks property
for nuclear utilities

Umbrella general
liability and D&0

Business interrup-

tion/extra expense:
$3.5 million per
week; Excess prop-
erty: $2.25 billion
excess of $500
million

$500 million

primary

$100 million excess

of $20 million (non-
U.S) or $50 million
(U.S.); D&O: $50
million excess of

$20 million

Occurrence

January 1989

Claims-made

Access

All brokers

Direct

All brokers

Direct

November 1989 All brokers

Claims-made

and

occurrence

1989

Claims-made

(D&0 only) and
occurrence

November 1991

Claims-made

and

occurrence

May 1990

Claims-made

and

occurrence

September 1980

Occurrence

1973

Occurrence

June 1986

Claims-made

Specific
agents

Direct

Pure

captive

Direct

Direct

Bermuda

brokers and

direct

Premium

volume

(in millions)
1994

1995 (est.)

$11.5

$10.0

$8.5

$10.0

$220.0

$230.0

$35.5

$40.0

$4.9
$5.2

$0.8

$0.8

$65.0

$80.0

$3.8

$3.8

$6.2

$8.0

$7.8

$9.2

$3.8
$3.3

Business Insurance, May 29,1995 /25

1994 assets/

Capital

& surplus
(in millions)

$12.8

$1.1

$16.1

$2.2

$14.2
$10.4

$10.9

$1.4

$11.9
$4.4

$2,300.0

$1,950.0

$5.1
$1.6

$845.0

$657.0

$328.4
$250.1

$2.5
$1.4

$7.4

$1.5

85

88

7

8

Number

of policy-
holders

1994

1995 (est.) Membership

1,200

1,560

900

1,050

1,500
2,000

22

22

70

70

30

40

52

54

Members of

Mental Health

Corp. of America
or National

Community
Mental Health-

care Council

Waste collection,

transport and
removal

Members of

Drivers Employer
Council of

America (DECA)

National

Guardian

Membership
Assn.

California non-

profit organiza-
tions tax-exempt
under IRS code

501(c)(3)
(not including
churches)

Organizations
with IRS 501(c)

designations in
D.C., Fla., 111.,

Ind., Md., Minn.,
Mo., N.C., N.D.,

S.C., S.D., Va.,

Wyo.

501(c)(3) or (6)
non-profit organ-
izations providing
health or human

services

National home

builders and

developers listed
on the NYSE

Utilities

operating nuclear
power stations

Utilities

operating nuclear
power stations

Petroleum

industry

Continued on next page
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Facility
Management company
Contact name, address & phone

Oil Insurance Ltd.

Oil Management Services Ltd.
K. Doyle Stephens, ACE Building,
30 Woodbourne Ave.,

Pembroke, Bermuda; 809-295-0905
Domicile: Bermuda

Ophthalmic Mutual Insurance Co.,
A Risk Retention Group
Vermont Insurance Management Inc.
Michael T. Rogers, P.O. Box 306,
Montpelier, Vt. 05601; 802-229-5042
Domicile: Vermont

Risks

Property, well control,
pollution liability and
marine hulls

Medical malpractice,
general liability

PAR Ltd. Program Professional

Mutual Risk Management Ltd. liability
Demi Hicks, Community Corp. Centre, 445 Hutchinson
Ave., Columbus, Ohio 43235; 614-888-4869

Domicile: Bermuda

Peer Insurance Risk Retention Group Corp.
Hawaii Captive Insurance Management Inc.
Sherman S. Hee, 1164 Bishop St, Suite 1415,
Honolulu, Hawaii 96813; 808-523-6161
Domicile: Hawaii

Plastics Industry Risk Retention Group
Vermont Insurance Management Inc.
Michael T. Rogers, P.O. Box 306,
Montpelier, Vt. 05601; 802-229-5042
Domicile: Vermont

Polaris Asbestos Insurance Corp.,
A Risk Retention Group
Johnson & Higgins Services Inc.
Warren 0. Hart, 2777 Summer St.,

Stamford, Conn. 06905; 800-292-7272
Domicile: Colorado

Professional liability

General and

product liability

Premises asbestos

liability

Primex Ltd. Auto, environmental

Johnson & Higgins (Barbados) Ltd. general and products
Kevin Walton, P.O. Box 1274, Whitepark House, liability
White Park Road, Bridgetown, Barbados; 809-436-9929
Domicile: Barbados

Professional Business Owners Self Insurance Fund Workers

Self-managed compensation
Bud Swindell, 1800 Second St., Suite 909
Sarasota, Fla. 34236; 800-226-0793
Domicile: Florida

The Property Insurance Facility Ltd. (TPIF)
International Risk Management (Bermuda) Ltd.
Graham D. Brice, Belvedere Building, P.O. Box
HM 660, Hamilton HM CX, Bermuda; 809-295-0713
Domicile: Bermuda

Railroad Assn. Insurance Ltd.

Aon Risk Services (Bermuda) Ltd.
Tracy Keill or Alastair Nicoll, P.O. Box HM 2450,
Hamilton HM JX, Bermuda; 809-295-2220
Domicile: Bermuda

The Risk Exchange Assn.
International Risk Management (Bermuda) Ltd.
Robert P. Klepper, Belvedere Building, P.O. Box
HM 660, Hamilton HM CX, Bermuda; 809-295-0713
Domicile: Bermuda

S.E.C.U.R.E. Underwriters Risk Retention Group
The Wyomissing Group
Daniel J. Reardon, 2001 State Hill Road, Suite 204
Wyomissing, Pa. 19610; 610-376-7232
Domicile: Maryland

Property

Excess liability

Property, casualty,
marine

General liability,
E&0, pollution

Salus Insurance Co. Managed care
Skandia International Risk Management (Vermont) Inc. liability and capi-
Robert L. Sinclair, 110 21 st Ave. S„ Suite 801 tated stop-loss
Nashville, Tenn. 37203; 615-327-2274
Domicile: Vermont

Sargasso Mutual Insurance Co. Ltd.

Johnson & Higgins (Bermuda) Ltd.
Eugene Carmichael, P.O. Box HM 1826,
Hamilton HM HX, Bermuda; 809-292-4402
Domicile: Bermuda

0&0 liability

Limits

Up to $200 million
per occurrence;

$300 million annual

aggregate excess
of a minimum of

$5 million

Minimum: $100,000

per occurrence/

$300,000 aggregate;
maximum: $1 million

per occurrence/

$3 million aggregate

First policy
Policy form

January 1972

Occurrence

October 1987

Claims-made

$10 million primary December 1986

Claims-made

$1 million per
occurrence/$3

million aggregate

$1 millioi primary;
$10 million excess
and umbrella

$2 million per
occurrence/$6

million aggregate

Motor: $15 million

excess of $2 million;

Other: $15 million

excess of $1 million

Statutory

Various

$50 million per
occurrence excess

of $50 million per
occurrence or

underlying limit

Property: $8 million
primary, Casualty:
$10 million primary;
Marine: $7.5 million

primary

Julv 1994

Claims-made

Access

Bermuda

broker5 and

direct

Direct

Direct

All brokers

and direct

September 1990 Direct

Claims-made

and

occurrence

October 1992

Modified

claims-made

July 1986

Claims-made

March 1990

Occurrence

August 1993

Occurrence

May 1986

Notice of

occurrence

February 1984

Claims-made

and

occurrence

$1 million primary July 1987

Various

Primary or excess:
$5 million, $10 mil-

lion or $15 million

Occurrence

February 1995

Claims-made

and

occurrence

1986

Claims-made

All brokers

and direct

Any offshore
broker

All brokers

All brokers

Direct

All brokers

and direct

Direct

Direct

Direct

Premium

volume

(in millions)
1994

1995 (est.)

$260.2

$134.0

$10.8

$11.5

NA

$15.0

$21.0

$21.0

$0.8

$1.2

$2.9

$3.0

NA

$1.5

$0.8

$09

$0.5

$0.5

$6.8

$8.5

$9.5
$9.0

$6.2
$7.0

$1.0

$1.0

$3.3

$3.5

1994 assets/

Capital
& surplus

(in millions)

$1,832.2

$1,804.1

$38.0
$12.1

$39.6

$18.7

$72.5

$17.7

$24.0

$12.0

$16.2

$2.4

$170.8

$159.9

$39.7

$36.4

$3.7
$1.2

$9.0
NA

$3.8

$2.9

$1.2

$0.8

$0.5

$0.5

NA

NA

1,378

1,475

1,889

1,889

700

840

110

110

63

70

12

14

12

12

26

26

6

8

Number

Of Policy-
holders

1994

1995 (est.) Membership

46

43

1

85

15

16

15

15

15

15

Petroleum

industry

Members of

the American

Academy of
Ophthalmology

Large, regional
U.S. and

Canadian insur-

ance agencies
and affiliates

Oral and

maxillofacial

physicians

Companies
associated with

plastics manu-
facturing and
distribution

Owners of com-

mercial, industrial,

manufacturing or
multi-unit resi-

dential buildings

Chemical and

chemical-related

industries

Members of

Professional

Business
Owners Assn.

Various
unrelated

enterprises

Railroad

companies
and mass

transit

systems

Captive insur-
ance companies
that reinsure each

other's parental
risk on a faculta-

tive basis

Pest control

operators

Catholic multi-

institutional

health care

systems

Mutual life insur-

ance companies
domiciled in the

United States

and Canada

Continued on next page
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Facility
Management company
Contact name, address & phone

Sporting Arms Insurance Ltd. (SAIL)
International Advisory Services Ltd.

David Pickering, P.O. Box HM 1760,
Hamilton HM HX, Bermuda; 809-295-3688
Domicile: Bermuda

States Self-Insurers Risk Retention Group Inc.
Berkley Risk Services of Georgia
Scott King, 1303 Hightower Trail, Suite 220,
Atlanta, Ga. 30350; 404-594-7744

Domicile: Georgia

Structural Engineers Insurance Ltd. (SEIL)
International Advisory Services Ltd.
David Ezekiel or David Lampit, P.O. Box HM 1760,
Chevron House, 11 Church St., Hamilton HM HX,

Bermuda; 809-295-3688
Domicile: Bermuda

SUBWAY Owners' Mutual Insurance Co.

AIG Insurance Management Services-Vermont
Tobias P. Burke, 1233 Shelburne Road, Suite 200,

South Burlington, Vt. 05403; 802-658-9405
Domicile: Vermont

Terra Insurance Co., A Risk Retention Group
Vermont Insurance Management Inc.
Michael T. Rogers, P.O. Box 306,
Montpelier, Vt. 05601 ; 802-229-5042
Domicile: Vermont

TOPS Insurance Ltd.

Oil Management Services Ltd.
K. Doyle Stephens, ACE Building,
30 Woodbourne Ave.,

Pembroke, Bermuda; 809-295-0905
Domicile: Bermuda

Tortuga Casualty Co.

International Risk Management (Cayman) Ltd.
Peter Joy, British American Tower, P.O. Box 69,
Grand Cayman, Cayman Islands, B.W.I.; 809-949-0155
Domicile: Grand Cayman

Transportation & Railroad Assurance Co. Ltd.
Aon Risk Services (Bermuda) Ltd.
Tracy Keill or Alastair Nicoll, P.O. Box HM 2450,
Hamilton HM JX, Bermuda; 809-295-2220
Domicile: Bermuda

United Educators Insurance

Risk Retention Group inc.

United Insurance Management Co.
Arthur G. Broadhurst, 2 Wisconsin Circle,

Suite 1040, Chevy Chase, Md. 20815;
800-346-7877 or 301-907-4908

Domicile: Vermont

Risks

Product liability

Public entity
third-party liability

Limits

$1 million primary

$10 million maxi-
mum excess of

$100,000 mini-
mum self-insured

retention

Professional liability $1 million primary

Workers

compensation

Professional liability

Property

Excess liability

Excess liability

Educational institu-

tions' excess general

liability; primary
general liability, edu-
cators' legal, profes-
sional and ERISA/

employee benefits
liability

$250,000 per
occurrence

primary

$1 million per
occurrence/$1

million aggregate
($25,000 deduc-
tible); $1 million
excess of $1 million

$100 million

primary

$50 million excess
of $25 million

$25 million per
occurrence excess

of $25 million per
occurrence or

underlying limit

General: $1 million

primary, $25 million
excess of $1 million;

Professional: $1 mil-

lion primary; Educa-
tors liability: $25 mil-
lion primary; ERISA:
$10 million primary

United Insurance Co. Property and casualty $1.5 million primary;
International Risk Management (Cayman) Ltd. $5 million excess

Peter Joy, British American Tower, P.O. Box 69, of various limits

Grand Cayman, Cayman Islands, B.W.I.; 809-949-0155
Domicile: Grand Cayman

University of Colorado Insurance Pool
Alternative Insurance Management Services Inc.
Richard A. Johnson, 6021 S. Syracuse Way,
Suite 205, Englewood, Colo. 80111; 303-694-9360
Domicile: Colorado

Water, Wastewater and Process Equipment
Manufacturers' Insurance Co. (WWPEM)
AIG Captive Management Co.
Ann Wick, 1233 Shelburne Road, Suite 200,

South Burlington, Vt. 05403; 802-658-9405
Domicile: Hawaii

Western Pacific Mutual Insurance Co.,

A Risk Retention Group

RiskCap
Sherlyn W. Farrell, 1571 Race St.,
Denver, Colo. 80206; 303-388-5688
Domicile: Colorado

Workers compen-
sation, property,

auto and general
liability

General and

product liability

Various

$1 million primary;
$4 million excess

of $1 million

New home warranty Home value

First policy

Policy form

June 1986

Claims-made

July 1988

Claims-made

and

occurrence

1986

Claims-made

1992

Occurrence

April 1988

Claims-made

January 1993

Occurrence

January 1986

Claims-made

June 1987

Notice of

occurrence

March 1987

Claims-made

and

occurrence

January 1976

Claims-made

and

occurrence

June 1993

Occurrence

Access

Direct

All brokers

and direct

Direct

All brokers

Direct

Direct

All brokers

and direct

Direct

All brokers

All brokers

and direct

All brokers

November 1989 All brokers

Occurrence

July 1990

Occurrence

Warranty
administrator

Premium

volume

(in millions)
1994

1995 (est.)

$33 4

$14.7

$2.7

$3.0

$1.7

$1.8

$3.0
$5.0

$33.9

$37.0

$50.0

$60.0

$6.3
$6.3

$7.3
$12.0

$5.2

$6.5

$9.7

$9.9

$8.0

$9.0

$5.4

$6.0

$0.5

$0.5

$23.6

$8.3

$85.5

$84.6

$23.1

$8.1

$153.0

$14.0

$210

$4.1

$4.5

$1.4

$7.0
$2.5

Business Insurance, May 29, 1995 / 27

1994 assets/

Capital

& surplus

(in millions)

$20.4
$10.0

$111.0

$12.0

$7.4

$4.5

$122.3
$83.9

$15.8

$5.0

$2.1
$1.2

935

1,000

125

130

6

6

Number

of policy-
holders

1994

1995 (est.) Membership

600

800

33

35

14

15

11

11

75

80

16

16

17

18

75

75

24

27

Proprietary

Sporting arms
manufacturers

and importers

Public entities:

cities, counties,

public utilities,

transportation
districts and

school districts

Structural engin-
eering firms with
more than $1 mil-
lion in annual

billings

Members of

SUBWAY Sand-

wich Shoppes
Owners Assn.

Members of

Assn. of Soil

and Foundation

Engineers

Petroleum

industry

Various

Railroad com-

panies and mass
transit systems

Educational

institutions

Various

Affiliates of

the University
of Colorado

Members of

Water, Waste-

water Equipment
Manufacturers

Assn. (WWEMA)

Home construc-

lion and sales

companies that
use Residential

Warranty Corp.

Continued on page 30



Long Tail Risk
Has Proven Fatal To

Many Reinsurers.

In reinsurance, old claims can catch

the unwary.

And the result can be fatal, not just for

reinsurers, but also for the insurers

who rely on them.

We know all about long

tail risks. In fact, claims

continue to appear fom

events that occurred over

50 years ago.

Asbestosis and toxic wastes are

two costly examples currently plaguing

reinsurers.

No matter how carefully a reinsurer

assesses current risks, it's certain that

some sort of unanticipated long tail claim

is bound to crawl out of the woodpile

to poison an insurer's balance sheet.

That's why your reinsurer must have an

unwavering commitment to the business.

As part of the Swiss Re Group, we are

proud of our 132 years of responsible,

reliable claims payments.

It's a record of reliability that insurers

know they can trust,

tomorrow as well as today.

North American Re.

When long tail risks raise their ugly

heads, we'11 be there to face them down.

NORTH AMERICAN QS

A MEMBER OF THE SWISS RE GROUP

NORTH AMERICAN REINSURANCE CORPORATION 237 PARK AVENUE, NEW YORK, Nv 10017 (212) 907-8000 ATLANTA BOSTON CHICAGO DALLAS LOS ANGELES NEW YORK PHILADELPHIA SAN FRANCISCO
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Facility
Management company
Contact name, address & phone

Wrenford Insurance Co. Ltd.

International Risk Management (Bermuda) Ltd.
Anna W. Summers, Belvedere Building, P.O. Box
HM 660, Hamilton HM CX, Bermuda; 809-295-0713
Domicile: Bermuda

Facility
Management company
Contact name, address & phone

American Indemnity Insurance Co. Ltd.
Meadowbrook Insurance Group
Richard P. Marshall, 26600 Telegraph Road,

Southfield, Mich. 48034; 800-482-226
Domicile: Bermuda

Atlantic & Caribbean Reinsurance Co.

Johnson & Higgins (Cayman Islands) Ltd.
Paul Macey or Wayne Cowan, P.O. Box 1051,
George Town, Grand Cayman,
Cayman Islands, B.W.I.; 809-949-7988
Domicile: Cayman Islands

British Indemnity Ltd.
Independent Management Group Ltd.
Peter Strong, P.O. Box HM 2070,20 Reid St.,
Hamilton, Bermuda; 809-295-1646
Domicile: Bermuda

FH Assurance Co.

TRISTAR Risk Management
Tom Veale, 6133 Bristol Parkway, Suite 300
Culver City, Calif. 90230; 310-342-0505
Domicile: Cayman Islands

Fortress Insurance Co. Ltd.

BF&M Management Ltd.
Brian S. Webb, 30 Woodbourne Ave.,
Hamilton HM 08, Bermuda; 809-292-6396

Domicile: Bermuda

General Professional Indemnity Ltd.
Griffiths & Wanklyn Management Ltd.
Julian Griffiths, Craig Appin House, 8 Wesley St.
Hamilton, Bermuda; 809-295-1639
Domicile: Bermuda

Risks

Global all-risks

property - primarily
highly protected
risks

Limits

Unlimited excess

of $25,000
deductible

First policy
Policy form

June 1975

Occurrence

Access

Must be

. captive
insurance

company ·

. ' related

..'. · - ·3 :business :'-

Premium

volunne

(in millions)
1994

1995 (est.)

$2.0

$2.5

--

GUIDE TO RENT-A-CAPTIVES

Hanseatic Insurance Co. Ltd.

Atlantic Security Ltd.
Colin James or Richard Witkowski, P.O. Box HM 2078,

Hamilton, Bermuda HM HX; 809-295-5425
Domicile: Bermuda

Risks

Workers compen-
sation, general,
product and
professional liability

Various

General and product
liability, medical
malpractice, E&0

Workers compen-
sation, professional
liability ,

All classes

All classes

Various

Horizon Fire & Marine Insurance Co. Ltd. Various

Triangle Insurance Management Ltd.
Bruce Fenton or Janice Witkowski, The Phoenix Building,
2 Reid St., Hamilton, Bermuda; 809-295-3952
Domicile: Bermuda

Hospital Assurance Co. Ltd.
TRISTAR Risk Management
Tom Veale, 6133 Bristol Parkway, Suite 300
Culver City, Calif. 90230; 310-342-0505
Domicile: Cayman Islands

Workers comper -
sation, professio-tai
liability

Limits

Minimum

premium

Various

$250,000 gross
written premium

No limit

NA

Various

NA

No limit

$250,000

Various

NA

No limit

NA

Various

NA

No limit

Minimum fee

No limit

$250,000

Established

Program type
Policy form

1984

Fully funded/
traditional

Claims-made

and occurrence

1994

Fully funded/
traditional

Claims-made
and ocdurrence

1987

Fully funded/
traditional

Claims--macie

1995

Fuly funded/
traditioral

Claims--nade
and occurrence

1977

Fu ly funded/
tra jitioral

Claims-made

1991

Fully funded/
traitioral

Claims-made

and occurrence

Access

Fronting
insurers

All brokers

Star Insur-

ance Co.

All brokers

and direct

None at th;s

time

Direct

All brokers

Transamerica,
California

Compensation

All brokers

and direct

Various

All brokers

Various

1970 All brokers

and direct

Fully fu ided/
traditior al NA

Claims-made

and occurrence

1934

Fully fuided/
traditional

Claims-made

and occurrence

All brokers

and direct ,

Various

1993 All brokers

Fully fuided/
traditional

Claims-made

and occurrence

Transamerica,

California

Compensation

Premium

volume

(in millions)
1994

1995 (est.)

NA

$120

SO.8

SO.8

$8.0

$13.0

Sl.0

52.5

SC.5

81.0

$2.0
$2.0

NA

NA

NA

NA

NA

NA

1994 assets/

Capital
& surplus

(in millions)

1994 assets/

Capital
& surplus

(in millions)

$18.0

$4.0

$1.5
$0.4

$2.0

$0.9

$2.1
$0.5

$6.5

$2.0

NA

NA

NA

NA

NA

NA

$3.1.

$0.8

$1.1

$0.7 '

NA

6

NA

NA

5

5

Metal-working,
electrical

companies

Number

of policy-
holders

1994

1995 (est.) Membership

8

10

6

10

5

8

3

8

2

5

3

4

1

6

Number

of policy-
holders

1994

1995 (est.) Membership

Various

Industrial

manufacturing

Privately owned
companies

Multi-industry,
health care

specialty

Various

Logging, trans-
portation, medical

profession

Various

Various

Multi-industry,
health care

specialty

Continued on next page



Guide to rent-a-CaptiveS (Continued from previous page)

Facility
Management company
Contact name, address & phone

Housing Authority Property insurance
Yankee Captive Management Co.
James McNally, 140 Kennedy Drive,
South Burlington, Vt. 05403-2127; 802-658-1100
Domicile: Vermont

Hudson Underwriting Ltd.
Skandia International Risk Management
Robert Eastham or Nicholas Dove,

16 Church St., P.O. Box HM 1514,

Hamilton HM FX, Bermuda; 809-295-2185
Domicile: Bermuda

The I.P.C. Cos. Ltd.

Mutual Risk Management
Paul Watson, P.O. Box HM 2064,

Hamilton HM HX, Bermuda; 809-295-5688

Domicile: Barbados, Bermuda, Dublin

Independent Insurance Services Ltd.
Willis Corroon Management (Isle of Man) Ltd.
David Campbell, 10 Finch Road,
Douglas, Isle of Man, B.I., 44-1624-620274
Domicile: Isle of Man

Risks

Fire allied

lines, inland

marine, workers

compensation

Various

Various, including
workers compen-
sation, auto and

general liability

All classes

Isle of Man Assurance Ltd., All classes of

Rent-a-Captive Facility general business
Self-managed
Christine Crowther, IOMA House, Prospect Hill,
Douglas, Isle of Man, 8.1. IM99 1 PU; 44-1624-624141
Domicile: Isle of Man

Liberty Mutual (Bermuda) Ltd. Workers comp-
Liberty Mutual Management ·(Bermuda)-Ltd. ensation, general
Michael Hardy or Daniel Forsythe, Craig Appin House, and auto liability
Appin House, P.O. Box HM 1135, Hamilton HM EX,
Bermuda; 809-296-2131
Domicile: Bermuda

Magna Carta Insurance Co. Ltd.
Atlantic Security Ltd.
Colin James or Richard Witkowski, P.O. Box HM 2078,

Hamilton, Bermuda HM HX; 809-295-5425
Domicile: Bermuda

Meridian Insurance Co. Ltd.

TRISTAR Risk Management
Tom Veale, 6133 Bristol Parkway, Suite 300
Culver City, Calif. 90230; 310-342-0505
Domicile: Cayman Islands

Pennsylvania Manufacturers
International Insurance Ltd.

Independent Management Group Ltd.
Peter Strong, P.O. Box HM 2070,20 Reid St.
Hamilton, Bermuda; 809-295-1646
Domicile: Bermuda

Phoenix Guaranty Insurance Ltd.
Captech Management Services (Barbados) Ltd.
William Tomlin, CGM Building, Collymore Rock,
St. Michael, Barbados; 809-436-8296
Domicile: Barbados

Richmond Insurance Co. Ltd.

American International Manage-
ment Co. (Barbados) Ltd.
J. Scott Bradley, P.O. Box HM 152,
Hamilton HM AX, Bermuda; 809-295-2121
Domicile: Bermuda, Barbados

Various

Workers compen-
sation, professional

Workers compen-
sation, auto liability

Workers compen-
sation, auto liability
physical damage,
general liability

All classes

NA

Limits

Minimum

premium

Blanket replace-
ment cost; workers

compensation:
statutory

Various

NA

Established

Program type
Policy form

March 1987

Traditional

Claims-made

and occurrence

1989

Fully funded

Claims-made

and occurrence

Workers compen- 1979

sation: $250,000

per occurrence/ Fully funded/
$500,000 aggre- traditional

gate; Other lines:
$500,000 aggregate Claims-made

and occurrence

$750,000 in most
cases

No limit

NA

NA

$76,605*

exchange rate applied

British pound=$1.5321

NA

Up to $500,000

per occurrence

Various

NA

Various

$250,000

$250,000 primary

1994

Fully funded/
traditional

Claims-made

and occurrence

1976

Fully funded

Claims-made

and occurrence

1981

Traditional

Occurrence

1978

Fully funded/
traditional

Claims-made

and occurrence

1981

Fully funded/
traditional

Claims-made
and occurrence

1993

Traditional

Occurrence

$200,000 to 1994

$250,000 primary
Fully funded/
traditional

No limits

$1 million premium
per annum or

equivalent in
currency

Occurrence

1987

Fully funded/
traditional

Claims-made

and occurrence

Access

Fronting
insurers

Direct

Travelers,
Star Insur-

ance

All brokers

and direct

Various

Premium

volume

(in millions)
1994

1995 (est.)

All brokers, $167.0
direct and $200.0
Commonwealth

Risk Services

Legion Insur-
ance Co.

NA

NA

via Willis

Corroon

Mgmt. (IOM)

All brokers

and direct

All brokers

and direct

Liberty
Mutual

All brokers

and direct

NA

All brokers

Transamerica,
California

Compensation

All brokers

Pennsylvania
Manufac-

turers' Assn.

Insurance Co.

Independent
insurance

agents

All brokers

and direct

National

Union Fire

Insurance Co.,

AIG Europe

$12.6

$13.5

$14.0
$18.0

$360.0

$360.0

$0.4

$6.0

$1.6
$9.0

NA

NA

$4.0
$5.0

NA

NA

NA

NA

NA

NA

$80.0

$19.0

$6.5

$1.0

7

18
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1994 assets/

Capital
& surplus

(in millions)

$16.1

$7.8

$400.0
$60.0

$60.0

$14.0

$855.0

$43.0

$5.0

$4.0

$1.6

$1.1

$7.8
$0.2

NA

NA

NA

NA

42

45

1

8

8

10

Number

of policy-
holders

1994

1995 (est.) Membership

360

325

359

400

NA

NA

10

15

3

6

2

4

Public housing
authorities

Various

Various, includ-

ing manufacturing,
health care,

trucking, sports
teams

Various

Various

Multiple industry
groups

Various

Multi-industry,
health care

specialty

Various

Insurance agents,
associations,

large-deductible
insureds

37 active Professional,

40 active medical,
financial,

manufacturing

Continued on next page
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Guide to rent-a-captives (Continued from previous page)

Facility
Management company
Contact name, address & phone

The Stuart Insurance Group Ltd.
Liberty Mutual Management (Bermuda) Ltd.
Michael Hardy or Daniel Forsythe
Craig Appin House, P.O. Box HM 135,
Hamilton HM EX, Bermuda; 809-295-2021
Domicile: Bermuda

Universal International Reinsurance Co. Ltd.

Atlantic Security Ltd.
Colin James or Richard Witkowski, P.O. Box HM 2078,

Hamilton, Bermuda HM HX; 809-295-5425
Domicile: Bermuda

Risks

Workers compen-
sation, general and
auto liability

Various

NA

Limits

Minimum

premium

UP to $500,000
per occurrence

Various

NA

Established

Program type
Policy form

1991

Traditional

Occurrence

1990

Fully funded/
traditional

Claims-made

and occurrence

NA

Access

Fronting
insurers

All brokers

and direct

Liberty
Mutual

All brokers

and direct

Premium

volume

(in millions)
1994

1995 (est.)

$25.0

$20.0

$8.0

$10.0

1994 assets/

Capital
& surplus

(in millions)

$53.0

$13.0

$1.6
$0.2

For information on being listed in next year's Guide to Alternative Risk Facilities and Rent-a-Captives,
contact Rich Trout, Assistant Directory Editor, at 312-649-5483.

For a listing of captive managers, please refer to the directory in the April 24, 1995 issue.

Number

of policy-
holders

1994

1995 (est.) Membership

23

26

8

10

Multiple industry
groups

Various

World Captive Forum to highlight captive issues
The Fifth Annual World Captive

Forum will let captive insurance
company users and those inter-
ested in captives explore cutting-
edge existing programs and look
into alternative risk financing pos-
sibilities for the future.

The conference, scheduled for
Oct. 29 to Nov. 1 at the Innisbrook

Resort near Tarpon Springs, Fla.,
features formal presentations on
captive use and open forums de-
signed to encourage discussion of
current and future captive ar-
rangements.

The conference, which is co-
sponsored by Business Insurance,
Skandia International Risk Man-

agement Ltd./SINSER and Towers
Perrin, is dedicated solely to cap-
tive insurance company issues.
Topics to be discussed include the
basics of captives, U.S. and inter-
national tax factors, Latin Ameri-
can captives, new risk financing
techniques, fronting programs,
health care issues, captive reinsur-
ance and effective captive man-
agement.

"Business Insurance is very ex-
cited about this opportunity to
co-sponsor a program that offers
unique information to corporate
executives who use captives to fi-
nance risk and to those who are

considering it," said Kathryn J.
Mcintyre, publisher and editorial
director.

To accommodate different levels

of expertise, the conference begins
Monday, Oct. 30, with two simul-
taneous workshops: D. Hugh
Rosenbaum, a principal with Tow-
ers Perrin in London, and Nicho-

las Dove, president of Skandia In-
ternational Risk Management in
Bermuda, discussing the basics of
captives, including finance, busi-
ness plans, operations, taxes, regu-
latory issues, expenses and strate-
gies at one workshop. This presen-
tation will be accompanied by a
Spanish translation.

The other workshop will be a
roundtable breakfast for captive
owners and sponsors where they

roon in Paris.

On Monday afternoon, there will
be three breakout sessions: U.S.

and international tax laws and

regulations; employee benefits in
captives; and a Spanish language
forum on Latin American captives.

The schedule on Oct. 31 calls for

three sets of breakout sessions.

The first one gives attendees a
choice between strategic risk fi-
nancing and making the most of

Topics to be discussed at the forum include
the basics of captives, U.S. and international
tax factors, Latin American captives, new risk
financing techniques, fronting programs.

can discuss common interests and

concerns.

A panel discussion on "Captive
Issues and New Horizons" will

bring all the delegates together to
examine the challenges and oppor-
tunities presented by today's in-
surance, risk management and
regulatory environments. Panelists
will be: James Cameron, a partner
with Baker & McKenzie in New

York; Tracey Carragher, senior vp
with Aon Risk Services in Green-

wich, Conn.; William Drum, vp
and director of risk management
with Ralston Purina Co. in St.

Louis; Mark Hinkley, executive vp
at TIG Reinsurance Co. in Stam-

ford, Conn.; and Philippe Char-
penner, a director at Willis Cor-

fronting programs. Next, attend-
ees select from health care issues

or reinsurance issues. In the after-

noon, session topics are selecting
and evaluating captive manage-
ment and investments and eco-

nomics.

The conference closes Wednes-

day, Nov. 1, with captive case
studies provided by: Weyerhaeuser
Co.'s assistant treasurer and direc-

tor of insurance, Cheri Hawkins;
Hugh O'Neil, director of interna-
tional risk management with DHL
Worldwide Express in Brussels;

and Per-Axel Nilsson, group risk
manager with specialty chemical
and materials company Perstorp
A.B. of Perstorp, Sweden.

In addition to the educational

Guernsey captive manager listing omitted
Due to incorrect information

supplied by the company, Opti-
mum Risk Research (International)
Ltd.'s listing in the Business Insur-
ance Directory of Captive Manag-
ers on April 24 indicated that the
company subcontracts for captive
management services. However,
the company actually directly pro-

vides captive management services
and subcontracts only some sup-
port services with approval of the
client.

The listing should have appeared
ne fillmim·

Optimum Risk Research
(Channel Islands) Ltd.
P.O. Box 627,26 Comet St., St. Peter
Port, Guemsey GY1 4PP;
44-1481-724212; fax:
44-1481-710696

Founded: 1994.

Parent: Optimum Risk Research
(International) Ltd.

Frequent services: Feasibility
studies, government reporting, -
underwriting and ratemaking.

Occasional services: Captive
formation, accounting, reinsurance

brokered for captives, claims
processing.

Staff: Three, all professionals.
Clients: Two active captives

managed at year-end 1994.
Compensation: Annual fee, com-

mission, hourly.
1994 gross revenues: 100% from

fees charged for captive

management.
Officers: Jean-Francois Gelot,

managing director; Francoise Gelot,
executive director, Rosemary Le
Messurier, manager.

r..+84· Tan. Ui·nnA..c• r-1.+ =ETI

sessions, the conference features a

golf tournament on Sunday, Oct.
29, a round-robin tennis tourna-

ment on the afternoon of Tuesday,
Oct. 31, and a dinner on Tuesday.
The conference closes at 11: 15 a.m.

Nov. 1.

An exhibit hall will be open on
Monday and Tuesday.

The full registration fee for the
conference is $975, with a 10%
discount applying to subsequent
registrants from the same com-
pany. The exhibitor's fee is $2,000
Individuals can attend just the Ba-

sics of Captives session Monday at
8 a.m. for $150. The guest fee for
the Tuesday evening reception is
$75.

Hotel room rates at the Innis-

brook Resort are $110 for club

suites and $140 for one-bedroom
suites, excluding taxes and service
charges.

For more information, contact

Eileen Callahan Wroe, Conference
Director, World Captive Forum,
Towers Perrin, 100 Summit Lake
Drive, Valhalla, N.Y., 10595; fax:
914-745-4620. Inl

Business
Insurance®

• SERVICES •

EDITORIAL INDEX

All news reports and feature articles published from 1981 through 1993 are
indexed in annual bound volumes. Searching by subject, persons quoted and
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BUSINESS INSURANCE • Editorial Index
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Coalition
Continued from page 1

"This isn't a situation where we

expect a dramatic decrease, but the
effect may be in containing future
increases in premiums," he added.

The formation of the coalition

comes closely after a group of health
care purchasers announced plans to
develop quality benchmarks for
health plans (BI, May 22).

The new national coalition essen-

tially is an expansion of a joint pur-
chasing effort begun in 1993 by
American Express, Merrill Lynch
and R.H. Macy & Co. Inc.

Though Macy's pulled out, eight
more companies joined the effort to
secure HMO services for 240,000
employees and about 400,000 de-
pendents in 27 areas across the
country.

Joining the effort are: Interna-
tional Business Machines Corp., I'IT

Corp., Marriott International Inc.,
Nabisco Brands Inc., Pfizer Inc.,
Sears, Roebuck & Co. and two oth-
ers that do not want to be identi-

fied.

Proposals solicited from about 200
of the country's 550 or so HMOs
were due last Wednesday. William
M. ercer Inc. in New York is helping
to manage the bidding process and
to provide information to coalition
members from meetings between
Mercer and HMO officials.

Much of the managed care exper-
tise, though, will come from the em-
ployers, said Michael Sycllaske, a
principal at Mercer in New York.

"We're going to provide them as
much information as we can," Mr.

Sydlaske said. "But this is really a
pooling of the employer expertise as
much as anything else. And they
have a lot of collective knowledge
on these HMOs."

Each participating employer has
sent Mercer health plan data and its

assessments of the quality of care
that major HMOs have provided.

After narrowing down the propos-
als from HMOs, Mercer consultants
and coalition participants will sit
down for several days in June to
make final selections.

They plan to select two to four
HMOs to offer employees at each of
the 27 sites, though the number

might be higher in certain areas like
New York. Final selections are to be
made later in June.

The coalition has set benchmarks

for clinical quality, in areas ranging
from wellness and health education

to the management of diagnoses and
treatments for patients.

Not all the participants have em-
ployees in each of the 27 sites, and
they will not be limited to offering
only the HMOs chosen by the coali-
tion in any given area.

.This year being the first year, a
lot of companies are tending to do a
test pilot in certain locations," Mer-
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rill Lynch's Mr. Brence said. While
they might not be committing to the
coalition's HMOs at each site, each

company has made some sort of
commitment, however.

For example, Mr. Brence said, a
company committing to testing the
program in Northern California
would agree to work with the· other
coalition members to come to a con-

sensus on which HMOs to offer

there. It would then freeze partici-
pation in other HMOs it offer em-
ployees at that site that weren't se-
lected by the coalition.

American Express's experience
with the earlier, smaller coalition
proved this sort of approach can
have real results, Ms. Cash said.

"For example, last year American
Express saw a 7% decrease in HMO
premiums in places that were coali-
tion sites," she said, noting that dur-
ing the same period HMO'premiums
nationwide were down only 1%.

At American Express sites that
were not covered by the coalition
HMO premiums rose 7% in 1994.

According to Mr. Brence, the chal-
lenge faced by national employers in
contracting with HMOs is that
while they have large workforces
nationwide, often the number of

employees they have in a giyen state
or location may be relatively small,
limiting their bargaining power.

At the same time, the national

employer often can't contract with a
single HMO to cover all markets
and expect the same quality of cam
across the board, he said. He said
quality of care included customer
service and wellness measures "as

well as the clinical aspects of care."
Joining with other employers that

have may have operations in the
designated locations helps overcome
that problem, however.

"Locally they become a much
larger force," said Mercer's Mr. Syd-
laske. "IBM, as big as it is, still is
not big in a lot of places."

"The point js, you need some le-
verage," said a spokesman for
Workforce Solutions, IBM's human
resources division. "By banding to-
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gether you're able to provide a
larger customer population."

"We just think that we have more
clout as a group than we do individ-
ually," American Express's Ms.
Cash said.

"Obviously this is a departure
from single-carrier, multi-site
point-of-service products," Mr. Syd-
laske said. "This is 180 degrees from
that. They are able to negotiate for
the best possible care in each of the
individual locations"

The resylt may be the very best
example of managed competition at
work, the Mercer principal said.

While competing HMOs will be
acutely aware of the coalition's fo-
cus on 4uality, they also will recog-
nize that the few HMOs making the
final cut at each site will all be per-
ceived by employees as top notch.

That perception will make em-
ployees extremely sensitive to price
differences between the HMOs in

making their selections, forcing the
HMOs to offer competitive pricing
as well, Mr. Sydlaske predicted.

"This is part of the way employers
are putting price pressure on
HMOs," Mr. Sydlaske said.

But Dave Rahill, a principal with
A. Foster Higgins & Co. Inc. in New
York, said the coalition should be
careful not to push HMOs too far on
price. "You don't want to have a
provider of health for your employ-
ees operating on such wafer thin
margins that it starts to affect the
quality of care," he said. "There's a
balance to be achieved there."

Mr. Sydlaske said he doesn't be-
lieve the coalition will put smaller
employers in coalition sites at a
competitive disadvantage due to
cost shifting from local HMOs.

In crafting the plan, he said, those
involved did ask a related question,
"'Do we ever become so big in an
area that we would really affect the
market in that area?' And we don't."

Nevertheless, other companies
have already expressed interest in
joining the coalition. More members
and locations may be added in the
future. lei
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Taxing benefits may lead to benefit cuts, employer survey finds
By CHRISTINE MANY

A majority of employers and workers oppose
taxing group health care benefits, and some be-
lieve they might have to give up some benefits if
Congress approves new benefit taxes, according
to recent surveys.

Seventy-five percent of the 327 corporate exec-
utives surveyed said they generally oppose a tax
on the health care benefits they provide to work-
ers, even if the purpose were deficit reduction.
Eighty-nine pement said such taxes are an ex-
ample of "more unwarranted government inter-
ference," according to Chicago-based Delta Den-
tal Plans Assn., which conducted the survey ina
national telephone poll.

At the same time, most US. employees aren't
happy with the idea of taxing their employers on
health benefits, a separate survey conducted by
Delta Dental found. Eighty-one percent of the
1,015 workers polled said that it is very likely or
somewhat likely that their employers would pass

along some of the tax-related costs to them in
the form of higher premiums or deductibles.

Seventy-one percent of employers agreed, say-
ing they would be at least somewhat likely to
pass along some of the costs, should an employer
tax be enacted. While 52% of the workers sur-

veyed feel that it would be fair for employers to
make employees share the tax burden, 66% said
such an action would be the same as a direct in-
crease in their own taxes.

Both groups agreed that taxing either employ-
ers or workers on health care benefits would
likely result in a loss of some benefits. Mom than
half of the workers siaiveyed-52%-said they
would drop some benefits if they were taxed di-
rectly. Sixty-seven percent believe it's somewhat
or very likely that their employers would cut
some benefits if an employer tax were enacted.

Benefits that employers say their companies
would likely eliminate include:

• Vision care benefits, cited by 67%.
• Alcohol/drug dependence programs, 49%.

Shhh. We've ignited a revolution.

Surprised? You shouldn't be.
After all, as one of the world's leading
risk management and human resource
consulting companies, we're aware of
how quickly our world is changing. Which
explains why we're reshaping ABA...from
our boardroom to the mail room.

Our management is committed to
being engaged, accessible and responsive
to your needs. Our professionals are
increasingly focused on service and on
delivering innovative products that address
your bottom-line obiectives.

• Mental health care benefits, 46%.
• Dental care benefits, 43%.
• Wellness or preventative programs, 42%.
Employers said they would be least likely to

drop the medical and hospitalization benefits.
Respondents in midsize companies-those with

250 to 499 employees-and non-service indus-
tries were more likely than others to say their
companies are at least somewhat likely to drop
some currently offered benefits in the event of a
tax on employers.

Employers also cited other reasons for oppos-
ing benefit taxes. The employers said such taxes
would: lower employee morale; lead to greater
labor relations problems; be eEPensive and diffi-
cult to administer; raise health care costs in the
long run; and hurt U.S. businesses' ability to
compete in the global marketplace.

Cbpies Of the survey results aye available for $5
each by contacting Matt Glover of Porter/Novelli
at 312-856-8838.

Through offices in 80 countries, we
can provide comprehensive risk and
human resource consulting programs,
technical capabilities and high-quality
service. Whether you are in business
locally or an established multinational,
we want to work with you.

We've rebuilt, reconfigured and
revolutionized our company. Now,

we're better equipped than ever to
help you master the -*-

-

changes that are trans- - --'.1 -

forming your industry.

Alexander
8Alexander

For a free copy of A8As 1995 U.S. Risk Management Survey, please mail or fax your name and address to:
A&/\ Corporate Communications, 1185 Avenue of the Americas, New York, N.Y. 10036, fax 212 444-4697;
internet a|exalex@attmail.com

Execs need

retirement

savings, too
Many Midwest Baby Boomer exec-

utives who oversee their companies'
retimment savings plans face the
same savings problems that haunt
lower-paid plan participants, a new
Survey reports.

Forty percent of the 300 executives
who responded to the Survey of re-
timment plan administrators are un-
sure whether they will have ade-
quate income in retirement, and 7%
said they know they will be unable
to meet their lifestyle objectives in
retirement, according to the sumey
by CIGNA Retirement & Investment
Services of Hartford, Conn.

By comparison, half of those exec-
utives said they see low levels of in-
terest among their companies' low-
er-paid employees in saving enough
to retire, according to the survey,
conducted late last year by the plan
asset management subsidiary of CI-
GNA Corp.

Forty-eight percent of the respon-
dents to the survey were executives
at manufacturing companies, while
21% represented service providers,
14% represented the retail»holesale
trade, 10% represented the finance,
insurance and real estate industry
and 7% represented the construction
industry.

Focusing on executives at manu-
facturers, Thomas C. Carroll, 1VIid-
west regional vp of CIGNA Retire-
ment said: "They aren't saving
enough on their own as manufactur-
ers move away from traditional pen-
sion plans. They face similar college
tuition and elder care cost pressures.
Their focus is on today's cost of liv-
ing, instead of imagining tomorrow's
lifestyle and how to pay for it."

Mr. Carroll urged management to
help all employees understand the
value of saving for retirement. If sav-
ings do not increase, executives wiL
face an "untraditional retirement"

that involves working part-time, he
warned. And, companies could face
higher payroll taxes because of
workers retiring later in life and
mandatory pensions "to help pay for
a growing society of Americans with
little saved."

Only 7% of Midwest plan sponsolE
have designed retirement programs
that will mplace 70% of plan partici-
pants' pre-retirement income, which
is the amount the U.S. League of
Savings Institutions says is necessary
for retirees to live comfortably, ac-
cording to the sulvey.

Despite their uncertainties about
the adequacy of their retirement sav-
ings, the survey respondents believe
in the value of their companies'
401(k) savings plans. 75% of the re-
spondents contribute the maximum
amount they can to their plans.

These executives also diversify
their personal 401(k) savings among
low- and high-risk investments bet-
ter than lower-paid employees, the
survey found.

F6r example, 17% of the execu-
tives' investment portfolios is com-
mitted to low-risk guaranteed invest-
ment funds, while 42% of their low-
er-paid employees' investment port-
folios is committed to gual'anteed in-
vestment funds.

For aggressive growth and interna-
tional equity funds, which are high-
er-risk investments, executives allo-
cate 16% and 13% of their portfo-
lios, respectively, while lower-paid
employees commit 3% and 7% of
their portfolios, respectively.

Copies of the survey are available
for free from CIGNA Retimment &

Investment Services by calling 312-
648-2310.

-By Dave Lenckus



Trauma
Continued from page 2
chance to see that their fears are

not unusual, even though those
fears may be irrational.

Litton Industries Inc. is one

company that has taken consider-
able advantage of the post-trauma
counseling services offered by its
mental health services company.

"We have a division in Northern

California, so we used it after the
Loma Prieta earthquake, and we
called them in after Northridge,"
said Andrea McKee, manager of
group insurance for the Beverly
Hills, Calif.-based manufacturing
concern. "Any kind of disastrous
event, we've called."

"It gives the people in the divi-
sions resources and somebody to
go to," Ms. McKee said. "Human
resources people are not trained in
this sort of thing, so they call in
somebody who is."

At oil and gas company Kerr-
McGee Corp., which is based in
Oklahoma City, post-trauma
counseling isn't part of the em-
ployee assistance plan. But the
company did call in an outside
firm to provide the services after
the April 19 bombing of the Alfred
P. Murrah Federal Building that
killed more than 150 people.

Kerr-McGee contracted with an

Atlanta firm, Crisis Management
International Inc., which sent 15 to
20 counselors to Oklahoma City.
The counselors spent three days
talking to employees about
stresses and fears.

In the past, Kerr-McGee has
brought in counselors to work
with employees at its various field
locations following incidents
likely to produce prolonged stress.

"Different people react in differ-
ent ways, but it's something that
we can do for everyone. There
seem to be different gains for dif-
ferent people," said R. Keith Mills,
director of benefits and compensa-
tion. "But we think it's very
worthwhile."

One problem that companies
have in responding to post-trau-
matic stress is that the individuals

most likely to suffer from it often
are unaware of the need for help
or are unwilling to seek it.

PacifiCare found an example in
its own employees following the
Oklahoma City blast, when the
company contacted its Oklahoma
City staff to find out if they were
interested in critical incident de-

briefing, or a discussion of the
event with a professional coun-
selor and the feelings or fears that
it may have caused.

"They tended to have difficulty
accepting it," Dr. Savitz said,
though they are now involved in
critical incident debriefing.

"This is not a weakness in peo-
ple, this is people being people,"
he said. "We have an image as
Americans of Gary Cooper, in
which we assume people don't re-
act."

Ironically, often those closest to
the traumatic event are least likely
to recognize the need for help. Fre-
quently an EAP firm has to call
the employer to suggest providing
the service. "Often (the employers)
aren't thinking about it either be-
cause they were involved in the in-
cident," Dr. Savitz said.

Case in point: A Los Angeles
company that was concerned
about its Oklahoma City employ-
ees called PacifiCare the day after
the bombing, but no calls came
from PacifiCare's own offices

there.

What's more, even if employers
do seek critical incident debriefing
for employees, executives and
managers often overlook the im-
pact the catastrophic event might

have on them.

"I think we tend to feel that be-

cause you're a manager as well as
an employee that you aren't sub-
jected to it and your needs aren't
as great as your staff's," Dr. Savitz
said.

Many EAPs are able to provide
critical incident debriefing, some-
times at an additional cost, though
often as part of the program's ba-
sic cost, Dr. Savitz said. "I would

say about a third of them have the
resources to do this," he said. "I

would say all of the good ones do."
Over the past five years, busi-

nesses have beconne increasingly
aware of the value of offering em-

ployees critical incident debrief-
ing, Dr. Savitz said, particularly
banks, which are routinely offer-
ing it to employees following rob-
beries.

PacifiCare was involved with

many Los Angeles-area companies
following the Northridge earth-
quake and is now providing the
service to many clients in Okla-
homa and elsewhere following the
federal building blast, Dr. Savitz
said. [el

Counseling can help employees cope
with lears from traumatic events like

the bombing in Oklahoma City.
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Insider Trading
Aetna Life & Casualty Co.: John

F. Donahue, director, indirectly
disposed of by gift 470 common
shares at an unreported price on
March 9. He now directly holds
208,467 common shares.

Aetna stock closed at $59.13 a
share on May 19.

American International Group
Inc.: Nicholas A. Okulich, vp, in-
directly bought 100 common
shares at $103 each on April 12.
He now indirectly holds 524 com-
mon shares.

Douglas A. Paul, vp, sold 200
common shares at $106.50 each on
April 7. He now directly holds
7,063 common shares.

Frank Petralito, vp, exercised
an option for 1,265 common
shares at $22.63 each on March

IS**524=

28. He now directly holds 7,269
common shares.

Stephen Y.N. Tse, vp, exercised
an option for 11,250 common
shares between $22.63 and $29.53
each from April 3 to April 10. He
now directly and indirectly holds
249,095 common shares.

AIG stock closed at $111.63 a
share on May 19.

Aon Corp.: Daniel T. Cox, vp,
sold 3,000 common shares at
$34.63 each on March 2 and now

directly and indirectly holds
84,337 common shares.

Aon stock closed at $36.25 a
share on May 19.

Continental Corp.: Steven J.
Smith, vp, sold 4,529 common
shares at $19.38 each on March 7.

He now directly and indirectly
holds 1,042 common shares.

Continental stock closed at

$19.88 a share on May 19.
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Fremont General Corp.: James
A. Mcintyre, chairman, indirectly
sold 4,544 common shares at an

unreported price on March 10. He
now indirectly holds 1,990,857
common shares.

Dickinson C. Ross, director,

bought 1,000 common shares at
$19.63 each on March 28 and now
directly holds 3,850 common
shares.

Fremont General stock closed at

$25.50 a share on May 19.

Fund American Enterprises
Holding: Allan L. Waters, vp, ex-
ercised an option for 2,271 com-
mon shares at $24.82 each on
March 27 and sold them at an un-

reported price on March 27. Mr.
Waters now directly and indi-
rectly holds 5,900 common shares.

Fund American stock closed at

$69.75 a share on May 18.

Arthur J. Gallagher & Co.:

Walter F. McClure, officer and di-

rector, exercised an option for
7,000 shares of common stock at

$19.13 each on April 21 and sold
them between $35 and $35.25

each on that same day. Mr. Mc-
Clure now directly holds 17,906
common shares.

Gallagher stock closed at $35 a
share on May 19.

Hartford Steam Boiler Inspec-
tion & Insurance Co.: Wilson

Wilde, director, sold 11,018 com-
mon shares between $44 and

$44.25 each from April 21 to April
27. He now directly and indirectly
holds 28,208 common shares.

Hartford Steam stock closed at

$43.75 a share on May 19.

Humana Inc.: David A. Jones,
chairman, disposed of by gift 100
common shares at an unreported
price on March 28. He bought
200,000 common shares and dis-

SALES ARE STRONG. PROFITS ARE UP. SO ARE YOUR RISKS.  -

LET'S TALK D&0. Fireman's
Fund

Specialty

ESTABLISHED 1863•MEMBEROF ALLIANZ GROUP • A'RATED BY A.M.BEST.•CALL (415) 267-6645

posed of by gift 902,800 common
shares between and unreported
price and $19.50 each from April
11 to April 28. Mr. Jones indi-
rectly acquired by gift 1,402,500
and disposed of by gift 500,000
common shares at an unreported
price on April 25. He now directly
and indirectly holds 8,447,302
common shares.

Humana stock closed at $20.63
a share on May 19.

Lincoln National Corp.: John P.
Barrett, director, bought 1,000
common shares at $40.50 each on
April 27. He now directly holds
3,379 common shares.

Peter K. Dunsire, retired, exer-

cised an option for 3,602 common
shares at $27.75 each on April 11.
To cover transaction costs, he
turned in 2,437 of the shares for
$41 each on April 11. Mr. Dunsire
now directly and indirectly holds
56,500 common shares.

Jack D. Hunter, vp, sold 3,624
common shares at $40.88 each 
from April 11 to April 24. He now
directly and indirectly holds
53,323 common shares.

Lincoln National stock closed at

$42.88 a share on May 19,

Marsh & McLennan Cos. Inc.:

Frank J. Borelli, vp, exercised an
option for 6,615 common shares at
$33.19 each on March 29. He indi-

rectly exercised an option for
4,385 common shares at $33.19
that same day. To cover transac-
tion costs, he turned in 4,385 for
$83.25 each on that same day and
now directly and indirectly holds
60,703 common shares.

Douglas C. Davis, vp, exercised
an option for 1,000 common
shares at $67.25 each and sold
them at $83 each on March 16. He
now directly and indirectly holds
5,339 common shares.

Frank J. Tasco, director, sold
7,000 comrnon shares between
$81.88 and $82 each on March 23.

He now directly and indirectly
holds 112,811 common shares.

M&M stock closed at $77 a
share on May 19.

NAC Re Corp.: Martha G. Ban-
nerman, vp, exercised an option
for 4,000 common shares at $15.55
each on March 21. She now di-

rectly and indirectly holds 16,757
con'lrnon shares.

Ronald L. Bornhuetter, chair-

man, bought 1,000 common shares
at $30.25 each on April 4. He indi-
rectly bought 500 shares at $30.25
each on that same day and now
directly and indirectly holds
119,074 common shares.

NAC Re stock closed at $30.50 a
share on May 19.

Poe & Brown Inc.: Bruce G.

Geer, vp, exercised an option for
18,575 common shares at $7.60
each on March 20. He now di-

rectly and indirectly holds
101,559 common shares.

V.C. Jordan, director, exercised
an option for 6,052 common
shares at $7.60 each on Feb. 27

and now directly and indirectly
holds 133,799 common shares.

William F. Poe, director, indi-
rectly sold 70,000 common shares
at $21.75 each on March 23. He

now directly and indirectly holds
1,004,288 common shares.

Poe & Brown stock closed at

$23.50 a share on May 19.

RLI Corp.: James E. Zogby, re-
tired, sold 18,900 common shares
between $23 and $23.88 each from
March 13 to March 30. He sold

20,370 common shares at $23.50

each on April 4. He now directly
holds 6,351 common shares.

RLI stock closed at $25 a share
on May 19.

Cont»nnip,i r nerrt nr, ne



Sontinued from previous page
Transamerica Corp.: Kent Col-

well, vp, exercised an option for
1,308 common shares at $32.99
aach on April 28. To cover trans-
iction costs, Mr. Colwell turned in
,756 of the shares for $56.63 each
)n April 28. He now directly and
Lndirectly holds 19,488 common
shares.

James R. Harvey, chairman, in-
directly disposed of by gift 1,875
2ommon shares at an unreported
price on Jan. 6. Mr. Harvey exer-
cised an option for 31,000 com-
mon shares between $39.75 and

$48.25 each from March 9 to
March 10.

To cover transaction costs, he
turned in 26,907 of the shares for
$54.38 each and sold 4,093 shares
in the open market at $54.13 each
during that same period. Mr.
Harvey now directly and indi-
rectly holds 76,922 common
shares.

Frank C. Herringer, president,
exercised an option for 8,122 com-
mon shares at $32.99 each on
March 13. To cover transaction

costs, he turned in 6,028 of the
shares for $54.94 each on that

same day. Mr. Herringer now di-
rectly and indirectly holds 46,641
common shares.

Condoleezza Rice, director, ex-
ercised an option for 1,000 com-
mon shares at $41.63 each on
March 9. To cover transaction

costs, Ms. Rice turned in 765 of
the shares for $54.38 each on

March 9. She now directly holds
550 common shares.

Transamerica stock closed at

$57.13 a share on May 18.

Trenwick Group Inc.: Stephen
H. Binet, officer of subsidiary, ex-
ercised an option for 4,500 shares
of common stock at $9.65 each
from Feb. 9 to Feb. 21 and sold

1,163 shares at $43.50 each during
that same period. Mr. Binet now
directly holds 17,531 common
shares.

Paul Feldsher, officer of subsid-
iary, exercised an option for
15,000 common shares at $9.65
each on Feb. 10 and sold 7,500

shares at $43.25 each on Feb. 10.
He now directly holds 18,406
common shares.

Stephen R. Wilcox, director,
sold 1,300 common shares at
$43.50 each on Feb. 9. Mr. Wilcox

sold 1,000 common shares at

$43.50 each on April 26 and no
longer holds shares in the com-
pany.

Trenwick Group stock closed at
$43.38 a share on May 19.

UNUM Corp.: William Francis
Brennan, vp, disposed of by gift
450 shares of common stock at an

unreported price on Dec. 27, 1994.
He sold 5,000 common shares be-
tween $44.25 and $43.63 each
from March 15 to March 24. Mr.

Brennan now directly holds
16,874 common shares.

Robert W. Crispin, vp, bought
10,000 common shares at $42 each
on May 4. He now directly holds
25,200 common shares.

Ronald E. Goldsberry, director,
bought 600 shares of cornrnon
stock at $38.50 each on Dec. 8,

1994, and now directly holds 900
common shares.

Cynthia A. Montgomery, direc-
tor, bought 800 common shares at
$36.63 each on Dec. 1, 1994. She
now directly holds 1,000 common
shares.

UNUM stock closed at $40.25 a

share on May 19.

USF&G Corp.: Robert J. Hurst,
director, indirectly bought 1,000
shares of common stock at $12.75

each on Dec. 9, 1994, and sold
1,000 shares at $12.63 each on

that same day. He indirectly

bought 4,500 common shares at
$13.88 each from March 20 to
March 22 and sold 4,500 shares at

$14 each during that same period.
Mr. Hurst now directly and indi-
rectly holds 6,000 common shares.

USF&G stock closed at $16.13 a

share on May 19.

U.S. Healthcare Inc.: Michael

Cardillo, officer, sold 9,000 com-
mon shares at $45 each on March
24. He now directly holds 44,000
common shares.

U.S. Healthcare stock closed at

$30.13 a share on May 19.

Insider Trading, compiled by In-
vest/Net Trading Group Inc. of
Fort Lauderdale, Fla., fTom re-
ports med with the Securities and
Exchange Commission, tracks
stock sales and purchases by in-

surance industry directors and of-
ficers. The column is distributed

by Tribune Media Services Inc.
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NEAR NORTH INSURANCE BROKERAGE, INC.

CHICAGO

A MEMBER OF THE NEAR NORTH NATIONAL GROUP

DALLAS

IS PLEASED TO ANNOUNCE

THE APPOINTMENT OF

MR. MICHAEL T. BURNS

SENIOR VICE PRESIDENT

55 EAST 52ND STREET, SUITE 3100

NEW YORK, NY 10055-0002

212/935-7373 OR 910/256-1288

LOS ANGELES NEW YORK TAMPA WASHINGTON, D.C.

It's Not for Everyone
But # can be ...
You wouldn'tgo raf)ing without an
experienced guide...Wby should it be any
different witb tbe Alternative Market.

When negotiating the rapids, it's best to have someone
along who's been this way before. Same thing with
Workers' Compensation. You need a strong, steady,
experienced hand at the controls. Or else...

Commonwealth Risk, an acknowledged Alternative Market
leader has negotiated the challenges ofa rapidly changing,
continually shrinking Workers' Compensation market.
Strength of product, expertise, and the support of
The MRM Companies make the difference.

Times have changed. Business has changed. Companies in
touch with the market change. Commonwealth Risk has
an array of products to accompany its success in Workers'
Compensation. Packaged with Auto and General Liability
coverages, they represent multi-line casualty capabilities.

We also have distinct advantages on association/group
programs. Offshore and onshore captive management
facilities offer unique features to insureds. Agency captives,
which are becoming popular, present attractive
opportunities to brokers and agents. Whatever your
commercial property·casualty needs, we can find a
solution to your particular situation.

Never considered an Alternative Market company? No
reason to hesitate. Commonwealth Risk has the knowledge
and expertise to guide you along the way That comes from
knowing the current.

For more

information,

please call:

Philadelphia, PA (215) 979-3300
Orange, CA (714) 9784577
London, England 071-247-1066

CommonwealthRisk

An MRM Company

D
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NR#M*
NATIONAL RISK REI'ENTION ASSOCIATION

Box 1740, 3421 M. STREEr NW
WASHINGTON, D.C. 20007

1-800-999-4505

Did you know there is a national association that serves as the
voice of Risk Retention Group and Purchasing Group programs?

Because self-insurance is such a complex field unfolding with rapid speed,
and because risk retention offers unprecedented opportunities for liability risk sharing.

your most important business decision this year may be to join NRRA.
Call Judie Harrington at 800-999-4505 for more information.

Introducing
Minet Re

North

America,

INTE RE

BERll 1,/&

DU.,8

KE; YORK

Sr. PAit.

SAX I ]4.\X( 11( 0

'RFC

the new corporate
name for Intere

and RFC

Intermediaries.

MIXEr R 1. Now'n] A,\11:RICA

combines hirere's 75 year tradition

ofexce]Ience in [reatv reinsurance

witli thi· expertise of RFC, a

leader in Eacultative broking for

mot-e than 20 years. Our 250

employccs serve clients from

1 2 offices Iii North America,

including Bermuda where we .irc

intermediary. Our global reach as

part of Miner Re International

extends from Canada to I]le

linited Kiticdom, Germany,

Switzerland and Alistrall.1. Clients

henefit from our access to diverse

insurance niarkets and exceptional

responsiveness thanks [o our

presence iii the these iniporiant

mitrketpl aces.

To experience tile advantages of

working with one of the world's

top reinsuralia interiliediaries,

call Mark Flvidsten or Wally

.

Datebook

JUNE

JUNE 1-2. Managing Prescription
Drug Benefits conference in Chicago,
sponsored by Prescription Price
Watch and Global Business Research

Ltd.; $995 for benefits managers at
non-health care companies, $1,195 for
all others. Conference Administrator,
Global Business Research Ltd ., 151 W.
19th St., 8th Floor, New York, N.Y.
10011; 212-645-4226.

JUNE 2. Banks and Insurance pro-
gram in Lansing, Mich., sponsored by
Olivet College and the Alpha Alpha
Chapter of Gamma Iota Sigma; $45.
Mike Hubbel, DIrector of the Insur-
ance Program, Olivet College, Olivet,
Mich. 49076; 616-749-7626.

JUNE 4. Special PRIMA Preconfer-
ence Sessions in Seattle, sponsored by
the Public Risk Management Assn.;
$125 for PRIMA members, $175 for
non-members. PRIMA Conference,
1815 Fort Myer Drive, Suite 1020, Ar-
lington, Va. 22209; 703-528-7701.

JUNE 4-7. PRIMA's 16th Annual Con-
ference for Public Agencies in Seattle,
sponsored by the Public Risk Manage-
ment Assn.; $480 for PRIMA mem-
bers, $605 for government non-mem-
bers, $725 for private non-members.
PRIMA Conference, 1815 Fort Myer
Drive, Suite 1020, Arlington, Va.
22209; 703-528-7701.

JUNE 4-9. Executive Forum for Stra-
tegic Benefits Management in Phila-
delphia, co-sponsored by the Interna-
tional Society of Certified Employee
Benefit Specialists and the Wharton
School of the University of Pennsylva-
nia; $3,925 for ISCEBS members,
$4,350 for non-members. Interna-
tional Society of Certified Employee
Benefit Specialists, P.O. Box 209,
Brookfield, Wis. 53008-0069; 1-800-
645-6702.

JUNE 5-6. Employment Discrimina-
tion Litigation course in New York,
sponsored by the Practising Law In-
stitute; $595. Also June 12-13 in Los
Angeles. Practising Law Institute, 810
Seventh Ave., New York, N.Y. 10019;
800-260-4754.

JUNE 5-7. Risk Financing: Tech-
niques and Applications in Atlanta,
sponsored by the Risk & Insurance
Managernent Society Inc.; $700 for
RIMS members, $800 for non-mem-
bers. Also Nov. 13-15 in Albuquerque,
N.M. Risk & Insurance Management
Society, Education Department, 655
Third Ave., New York, N.Y. 10017;
212-286-9292.

JUNE 5-16. International Reinsurance

in London, sponsored by the Char-
tered Insurance Institute College of
Insurance; $3,022. The CII College of
Insurance, London Training Centre,
19-21 Billiter St., London EC3M 2RY,
England; 0171-702-9997.

JUNE 6. Get the Lead Out!: An Ex-

tensive Review of the Lead Poisoning
Crisis course in Baltimore, sponsored
bythe Excess/Surplus/Specialty
Lines Section of the CPCU Society;
$98 for CPCU Section members, $123
for non-section CPCU members, $148
for non-members. Brenda Longacre,
CPCU Society, 720 Providence Road,
P.O. Box 3009, Malvern, Pa. 19355-
0709; 610-251-2774.

JUNE 6-7. Issues for Integrated Deliv-
ery Systems in Nashville, Tenn., spon-
sored by Willis Cori·oon Health Care
Concepts; no charge. Attn: Leslei
Moncrief, Willis Corroon, Conference
Center, 26 Century Blvd., Nashville,
Tenn. 37214; 615-872-3291.

JUNE 7. New Directions in Health-
care: Navigating the Evolving Health-
care Marketplace spring conference
and trade show in Boston, sponsored
by the New England Employee Bene-
fits Council; $150 for NEEBC mem-
bers, $225 for non-members. New En-
gland Employee Benefits Council, 62
Walnut St., Wellesley, Mass. 02181;
617-239-1767.

JUNE 7. Insurance Coverage for Em-
ployment Related Liability Claims
seminar in San Francisco, sponsored
by the Practising Law Institute; $495.
Christine Garcia, Practising Law In-
stitute, 810 Seventh Ave., New York,
N.Y. 10019; 212-765-5700.

JUNE 7-8. Reinsurance: Poised for

Change seminar in Philadelphia,
sponsored by the Reinsurance Section
of the CPCU Society; $298 for CPCU
Society Section members, $323 for So-
ciety non-Section members, $348 for
non-members. Brenda Longacre,
CPCU Society, 720 Providence Road,
P.O. Box 3009, Malvern, Pa. 19355-
0709; 610-251-2774.

JUNE 8. Environmental Insurance

Coverage Claims and Litigation 1995
seminar in San Francisco, sponsored
by the Practising Law Institute; $495.
Christine Garcia, Practising Law In-
stitute, 810 Seventh Ave., New York,
N.Y. 10019,212-765-5700.

JUNE 8. Certificates of Insurance &

Binders course in Bethesda, Md..
sponsored by the Metropolitan Wash-
ington Assn. of Independent Insur-
ance Agents and the District of Co-
lumbia Chapter of the CPCU Society;
$85 for CPCU Society members and
MWAIIA members, $95 for non-mem-
bers. Brenda Longacre, CPCU Soci-
ety, 720 Providence Road, P.O. Box
3009, Malvern, Pa. 19355-0709; 610-
251-2774.

JUNE 8-9. MSIA 1995 Spring Confer-
ence in Traverse City, Mich., spon-
sored by the Michigan Self-Insurers'
Assn.; $165 for MSIA members; $215
for non-members. Michigan Self-In-
surers' Assn., 2/0 Shella Mahan, City
of Grand Rapids Risk Management
Office, 300 Monroe N.W., Grand Rap-
ids, Mich. 49503.

JUNE 8-10. The Behavioral Health-
care Outcomes, Guidelines & Report
Card Summit in Minneapolis, spon-
sored by the Institute for Behavioral
Healthcare and CentraLink; $895.
CentraLink-Q, 4370 Alpine Road,
Suite 108, Portola Valley, Calif. 94028;
415-851-8411.

JUNE 9. Solving the Additional In-
sured Issues workshop in Wyomissing,
Pa., sponsored by the Reading Chap-
ter of the CPCU Society; $80 for
CPCU Society members, $90 for non-
members. Brenda Longacre, CPCU
Society, 720 Providence Road, P.O.
Box 3009, Malvern, Pa. 19355-0709;
610-251-2774.

JUNE 12-13. Employment Discrimi-
nation Litigation seminar in Los An-
geles, sponsored by the Practising
Law Institute; $595. Christine Garcia,
Practising Law Institute, 810 Seventh
Ave., New York, N.Y. 10019; 212-
765-5700.

JUNE 15. Second Annual Conference
on Natural Disaster Loss Reduction in

Atlanta, sponsored by the Insurance
Institute for Property Loss Reduction;
$100 for Institute members and asso-
ciate members, $110 for academic in-
stitutions and government agencies,
$150 for all others. Insurance Institute
for Property Loss Reduction, Attn:
Congress Registration, 73 Tremont
St., Suite 510, Boston, Mass. 02108-
3910; 617-722-0200.

JUNE 15-16. Hands-On Medical

Claims Workshop in Chicago, spon-
sored by Schwabacher Health Insur-
ance Consulting Inc.; $495. Schwa-
bacher Health Insurance Consulting
Inc., 695 Vernon Lane, Buffalo Grove,
Ill. 60089; 708-808-9210.

JUNE 15-16. 25th Watson Wyatt
Symposium on Directors & Officers
Liability in Chicago, sponsored by
Watson Wyatt Worldwide; $795. Mary
Maze, The Wyatt Co., 303 W. Madison,
Suite 2400, Chicago, Ill. 60604 312-
704-2483.

JUNE 16. ARIAS U.S. Insurance &

Reinsurance Arbitration workshop in
Chicago, sponsored by the AIDA Re-
insurance & Insurance Arbitration

Society; $350. AIDA Reinsurance &
Arbitration Society, c/o Chase Com-
munications, P.O. Box 9001, Mount
Vernon, N.Y. 10552; 800-951-2020.

JUNE 18-21. Forty-fifth Annual
Group Health Institute conference in
San Diego, sponsored by the Group
Health Assn. of America; $1,050 for
GHAA members, $1,175 for non-mem-
bers. GHAA, 1129 20th St. N.W., Suite
600, Washington, D.C. 20036; 202-
778-3225.

JUNE 19-21. Investments Institute in

Williamsburg, Va., sponsored by the
International Foundation of Employee
Benefit Plans; $685 for IFEBP mem-
bers, $775 for non-members. Registra-
tions Department, International
Foundation of Employee Benefit

Continued on next page
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Plans, P.O. Box 69, Brookfield, Wis.
53008-0069; 414-786-6710, ext. 257.

JUNE 19-23. Fundamentals of Indus-

trial Hygiene course in Williamsburg,
Va., sponsored by the American In-
dustrial Hygiene Assn.; $995 for AIHA
members, $1,095 for non-members.

Hollee Stubblebine, Continuing Edu-
cation Department, 2700 Prosperity
Ave., Suite 250, Fairfax, Va. 22031;
703-849-8888.

JUNE 19-23. Injury Management
rraining Program workers compensa-
Lion program in Glastonbury, Conn.,
sponsored by Aon Management Insti-
tute; $3,900. Also July 31-Aug. 4. Aon
Management Institute, 628 Hebron
Ave., Corporate Center II, Glaston-
bury, Conn. 06033; 203-659-6780.

JUNE 19-23. Planning for Nuclear
Emergencies seminar in Boston, spon-
sored by the Harvard School for Pub-
tic Health; $1,145. Harvard School of
Public Health, Office of Continuing
Education, 677 Huntington Ave.,
LL-23, Dept. B, Boston, Mass. 02115-
6023; 617-432-1171.

JUNE 20. D&O, Fiduciary Liability,
and Employment Practices Liability
workshop in Clarks Summit, Pa.,
sponsored by the Northeastern Penn-
sylvania Chapter of the CPCU Soci-
ety; $85 for CPCU Society members,
$95 for non-members. Brenda Longa-
cre, CPCU Society, 720 Providence
Road, P.O. Box 3009, Malvern, Pa.
19355-0709; 610-251-2774.

JUNE 20-21. Disaster Planning &
Preparedness seminar in Calgary, Al-
berta, Canada, sponsored by Factory
Mutual Engineering & Research; $495.
Seminar open to policyholders of Al-
lendale Insurance, Arkwright and
Protection Mutual Insurance only.
Also June 22-23 in Seattle; July 27-28
in Halifax, Nova Scotia, Canada; Aug.
29-30 in Norwood, Mass.; Sept. 21-22
in Greenwich, Conn. FME&R's In-
sured Education, 1151 Boston-Provi-
dence Turnpike, P.O. Box 9102, Nor-
wood, Mass. 02062; 617-255-4606.

JUNE 21. Sexual Harassment Litiga-
tion course in New York, sponsored by
the Practising Law Institute; $495.
Practising Law Institute, 810 Seventh
Ave., New York, N.Y. 10019; 800-
260-4754.

JUNE 21. Best Practices in Tomor-

row's Group Health Market breakfast
meeting in Wheeling, Ill., sponsored
by the Chicago and Northeastern Illi-
nois Assn. of Health Underwriters; no
charge for members, $15 for non-
members. Karen May or Richard
Sackley, 708-564-9922.

JUNE 21-24. Ergonomic Concepts and
Applied Problem-Solving Methods
workshop in Orlando, Fla., sponsored
by Managed Health Resource Inc.;
$745. Also July 16-19 in Las Vegas.
Managed Health Resource Inc., 3417
Timberline, Eugene, Ore. 97405-1274;
503-484-5853.

JUNE 22. Solving the Additional In-
sured Issues workshop in Cromwell,
Conn., sponsored by the Connecticut
Chapter of the CPCU Society; $85 for
CPCU Society members, $95 for non-
members. Brenda Longacre, CPCU
Society, 720 Providence Road, P.O.
Box 3009, Malvern, Pa. 19355-0709;
610-251-2774.

JUNE 22-23. The Sixth Annual Pen-

sions & Investments Management
Conference in Washington, sponsored
by the International Business Forum
and Pensions & Investments; $595 for
pension plan sponsors, $1,495 for oth-
ers. International Business Forum, 7
Penn Plaza, Suite 901, New York, N.Y.
10001; 212-279-2575.

JUNE 22-23. Insurance Coverage and
Practice seminar in San Francisco,
sponsored by the Defense Research
Institute Inc.; $445 for DRI members,
$495 for non-members. Defense Re-
search Institute Inc., Insurance Cover-
age and Practice Seminar, 750 N.
Lake Shore Drive, Suite 500, Chicago,
Ill. 60611; 312-944-0575.

JUNE 23. Ethics & the Insurance Pro-

fessional workshop in Nashville,
Tenn., sponsored by the Claims Sec-
tion of the CPCU Society; $57 for
CPCU Society members, $67 for non-
members. For more information, con-
tact Brenda Longacre, CPCU Society,
720 Providence Road, P.O. Box 3009,
Malvern, Pa. 19355; 610-251-2774.

JUNE 25-28. Benefit Plan Profession-

als Institute in Stateline, Nev., spon-
sored by the International Foundation
of Employee Benefit Plans; $685 for
IFEBP members, $775 for non-mem-
bers. International Foundation of Em-

ployee Benefit Plans, Registrations
Department, P.O. Box 69, Brookfield,
Wis. 53008-0069; 414-786-6710 ext.
257.

JUNE 25-28. Creating a World of Dif-
ference annual conference and exposi-
tion in Orlando, Fla., sponsored by the
Society for Human Resource Manage-
ment; $650 for SHRM members, $850
for non-members. SHRM 95, P.O. Box

79482, Baltimore, Md. 21279-0482;
800-283-7476.

JUNE 26-27. Annual Benefits Sympo-
sium 1995 in New York, sponsored by
the International Business Forum;
$695 for plan sponsors and employee
benefit or risk managers, $1,095 for
others. International Business Forum,
7 Penn Plaza, Suite 901, New York,
N.Y. 10001; 212-279-2575.

JUNE 26-27. Minimizing & Managing
Credit Risk for OTC Derivatives con-

ference in New York, sponsored by the
Institute for International Research;

$1,295. For more information, contact
Conference Coordinator, Institute for
International Research, 708 Third
Ave., 4th Floor, new York, N.Y.
10017-4103; 800-345-8016.

JUNE 26-27. Developing Outcomes
Measures and Return-to-Work Guide-

lines in New Orleans, sponsored by
International Business Communica-

tions; $1,195. For more information,
contact IBC USA Conferences Inc.,
225 Turnpike Road, Southborough,
Mass. 01772-1749; 508-481-6400.

JUNE 26-28. Analysis and Implemen-
tation of Ergonomic Solutions in Sim-
ulated Work Situations workshop in
Orlando, Fla., sponsored by Managed
Health Resource Inc.; $465. Also July
20-22 in Las Vegas. Managed Health
Resource Inc., 3417 Timberline, Eu-
gene, Ore. 97405-1274; 503-484-5853.

JULY

JULY 10-11. Compensation & Finan-
cial Incentives for Providers in Man-

aged Care conference in Boston, spon-

sored by the Institute for Interna-
tional Research; $1,295. Conference
Coordinator, Institute for Interna-
tional Research, 708 Third Ave., 4th
Floor, New York, N.Y. 10017-4103;
800-345-8016.

JULY 10-11. 12th Annual Illinois

Conference Personnel Law Update
1995 conference in Chicago, spon-
sored by Council on Education in
Management; $495. Council on Edu-
cation in Management, 325 Lennon
Lane, Walnut Creek, Calif. 94598-
2418; 510-934-8333.

JULY 10-11. Risk Management in
Managed Care conference in Las Ve-
gas, sponsored by the American Soci-
ety for Healthcare Risk Management
of the American Hospital Assn.; $365
for ASHRM and host chapter mem-
bers, $365 for AHA institutional mem-
bers, $485 for all others. American
Hospital Assn., P.O. Box 92247, Chi-
cago, Ill. 60675-2247; 312-622-5648.

JULY 11-12. Achieving Better Medi-
cation Compliance: Everyone Benefits
seminar in Kansas City, Mo, spon-
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sored by the Ellis Management Mar-
keting Group's Managed Care Train-
ing Institute; $895. Also Nov. 7-8 in
Kansas City. Ellis Management Mar-
keting Group, 4520 Madison, Suite
303, Kansas City, Mo. 64111; 1-800-
835-7860 or 816-931-6469.

JULY 12-13. Business Interruption In-
surance course in Sevenoaks, En-

gland, sponsored by the Chartered In-
surance Institute College of Insurance;
$644. The Course Advisor, The CII
College of Insurance, Churchill Court,
90 Kippington Road, Sevenoaks,
Kent, TN13 2LL, England; 01732-
450888.

The Datebook is compiled from no-
tices sent to Business Insurance. No-

tices should be sent at least eight
weeks in advance to Datebook, Busi-
ness Insurance, 740 N. Rush St., Chi-
cago, Ill. 60611-2590. Please include
the cost, if any, to attend the meeting
and information on registration for in-
terested readers. Business Insurance

reserves the right to select meetings Of
most interest to its readers and cannot

guarantee that notices will be printed.

This List is Incomplele.

f

That's because there are more service

businesses than you can think of, let alone list.

And nearly every one of them has an errors and

omissions exposure, meaning that in their

everyday line of work, these companies risk

getting sued for making mistakes. They may end

up having to pay at least attorney's fees, even if

they didn't make a mistake!

As Americat E&0 Authority,®
Media/Professional Insurance underwrites and

handles claims for a wider variety of these E&0

risks than any other firm. And backed by A.M.

Best-rated A+ Gulf Insurance Group, our

Specialty E&0 Plan can be tailored to large,
medium or small service businesses.

So call today and find out more about
E&0 from Media/Professional. Because in

today's atmosphere, any service business can be

roadblocked by an unexpected lawsuit.

For a free Specialty E&0 Kit, brokers may
call (816) 471-6118 x 281

Coverage is not available for licensed professionals such as doctors, lawyers, archilecls. engineers aidaccounlants.

I4l Media/Professional Insurance
A division of Aon Dired Group, In[
Two Pershing Square, Suite 800 • 2300 Main Street
Kansas (ity, Missouri 64108 • 816-471-6118
Facsimile: 816-471-6119

America's E&0 Authority ®
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Catastrophe data helping insurers
By JOANNE WOJCIK

SACRAMENTO-Data from the
recent spate of natural disasters will
help develop more precise predie-

tions of insurers'

v-4 ¥ property exposures
in future disasters, a
catastrophe model-
ing expert says.

SOCIETY
"We learned a lot,

not only from

Northridge, but

from Kobe as well," said Earl Aure-
lius, vp of EQE International Inc., a
catastrophe modeling firm based in
Irvine, Calif. He is also director of
marketing for EQECAT, a joint ven-
ture of EQE and reinsurance inter-
mediary Guy Carpenter & Co. Inc, of
New York.

EQECAT prescribes a three-phase
catastrophe, management program
for its insuler clients, Mr. Aurelius
said at the rEent annual meeting of
the Sacramento chapter of the Soci-
ety of CPCU

"The first step is to get a better
'feeling' for what the exposure really
is by taking a look at the informa-
tion that's available and trying to
make sense out of it," he said.

Unfortunately, "this is the Achles

heel of the industry at the moment,"
he said, because "the data just isn't
there or it's buried somewhere."

The second step in the catastrophe
management program is to test vari-
ous "what if" scenarios of probable
maximum loss, or PML, using the
best estimate available of an insur-
er's exposures, he added.

The final step is to implement an
underwriting policy that limits the
company's exposure to catastrophic
losses.

To measure an insurer's exposure
to earthquake losses, "you have to be
able to identify where the faults
are," Mr. Aurelius explained.

Underwriters also need informa-
tion such as construction specifica-
tions and soil type to assess possible
damages to property, he said.

Another piece of necessary infor-
mation is the amount of ground mo-
tion likely to occur at a given site to
determine "how strong a shock wave
will be by the time it reaches that
property" being underwritten, he
said.

"The really critical thing is, once
we know what the shock wave is,
the soil is, how strong it's going to
be, etc., how is the building going to
respond?"

,44

"This is why EQE spends so much
time after earthquakes trying to find
out what works and what doesn't
work," he said, "so we'll be able to
make the best estimate of what the
damage might be."

Because the fault on which the
January 1994 Northridge earthquake
occurred was undiscovered until it
gave way, the early estimates by
EQE and other catastrophe modeling
firms were low, Mr. Aurelius ac-
knowledged.

"There are a lot of lessons that
came out of Northridge which have
had a major impact on modeling be-
cause there's lots of criticism of us
and everybody else as to why the
numbers were off and what could be
done to make them better," he said.

"Also, some regulatory agencies in
California, Florida and elsewhere are
now calling into question models
generally," Mr. Aurelius said.

Regulators are especially critical of
insurers' overreliance on computer
modeling to predict catastrophe ex-
posures, he explained.

Regardless of the use of computer
modeling, "there's lots of uncertainty
in disastens," he said.

For example, in the Northridge
quake the ground motion was

j.11

greater than any ever recorded, Mr.
Aurelius pointed out.

Earthquake and engineering ex-
perts also were unaware that thrust
faults, which triggers vertical ground
movement, edsted.

Also surprising was the extent of
damage to steel moment-frame
buildings. Steel moment-frames con-
sist of cross-beams and vertical col-
umns joined together by a combina-
tion of welding and bolting and de-
signed with elasticity to absorb
movement.

"This was a total surprise to the
structural engineering community,"
he said. "They thought this was the
one safe structure. Now that's been
shattered."

As a result, a three-year research
program is being conducted to deter-
mine ways to reinforce these struc-
turns and develop new and better
construction techniques, according to
Mr. Aurelius. The research program
is being conducted by a joint venture
among the structural Engineers
Assn. of California; the Applied
Technology Council, a non-profit en-
gineering research organization; and
CUREe, a consortium of major Cali-
fomia universities.

Intellectual
Continued from page 2
and involve mhny things that people
wouldn't think are capable of pro-
tection," he said.

For example, athletic shoe com-
pany LA Gear Inc. of Santa Mon-
ica, Calif., could sue to protect its
claim to the trademark "LA" even

though the combination of letters
"LA" can stand for many other
things, such as the city of Los Ange-
les, Mr. Velladao explained.

Intellectual property law is an off-
shoot of patent and trademark law.
Beause intellectual property claims
are so expensive to defend, policy-
holders have been very aggressive in
seeking coverage from their insur-
ers, he said.

Coverage for intellectual property
claims is usually found in the stan-
dard Insurance Services Office Inc.

commercial general liability form.
While insurers attempted to limit

this coverage in the rnid-1980s by
adding the advertising injury exclu-
sion to the CGL policy, "in some
ways the 1985-86 ISO form is
broader and in some ways it's nar-
rower than the 1973 form," Mr. Vel-
ladao said.

"The courts are struggling with
these coverages," he explained,
"with respect to certain types of in-
tellectual property claims"

"On the other hand, those same
courts are finding with respect to
other types of intellectual property
claims that the coverage is nar-
rower."

Because "the courts are struggling
with these terms," they "have re-
sorted to breaking down each little
term in the offense and defining
them separately," Mr. Velladao said.

And since most of the major deci-
sions involving intellectual property
insurance have only been issued
since the beginning of this decade,
"the battle for the '905 in intellec-
tual property (coverage) is just get-
ting started," he said.

"The courts are just now giving
decisions that give some guidance to
all of us as to what is covered and
what is not covered," he said.

A policyholder may seek intellec-
tual property coverage if the claim
alleges one or more of five offenses
defined under the personal injury
portion of the CGL policy:

• Malicious prosecution.
• False arrest.

In the meantime, we have differ-
ent PML estimates for these types of
structures since all of the ones that

are built in California are suspect,"
he said.

Ongoing study of property damage
from the Northridge quake also has
revealed the instability of tilt-up, or
precast, concrete structures as well
as homes with tile roofs, he added.

"The many tile roofs that people
put on for fire protection in South-
ern California made them more

(earthquake damage) prone," he ex-
plained.

Drawing from these and other les-
sons from the Northridge quake,
EQE has revised its catastrophe
modeling software.

"Hindsight is always wonderful,"
he said. "But we were able to make

changes not only knowing where
specifically the earthquake was,
where was the epicenter...and it
changed our vulnerability functions."

And so far, the new damage pre-
dictions are closer to the mark, ac-
coding to Mr, Aurelius

"However, in order to do the job
in the future and to do something
that's going to stand up to regulator
scrutiny, as well as do the best job
for clients, we've established work-
ing groups to look at what's possible,
what the next generation software
will look like." 121

• Invasion of privacy
• Oral or written publication of

material that slanders an individual,
an organization, or its products,
goods or services.

• Oral or written publication of
material that violates an individual's

right to privacy.
In addition, the offense must have

taken place during the policy period
and arising out of the policyholder's
business activities, he explained.

However, there is no coverage un-
der the personal injury portion of
the CGL policy if the claim involves
advertising, broadcasting, publish-
ing or telecasting, he said.

The most common intellectual

property allegation is libel and slan-
der, said Mr. Velladao.

While personal injury coverage
may be available, the most heavily
publicized lawsuits seeking coverage
of intellectual property disputes
have arisen over the advertising in-
jUry portion of the CGL policy "be-
cause that is the portion of the pol-
icy that provides the broadest cover-
age," he said.

Though the claims analysis is sim-
ilar to that applied for determining
coverage under the personal injury
definition, "you have to determine
whether this alleged harm claimed
by the competitor arose in connec-
tion with the advertising activity of
the policyholder," Mr. Velladao said,
pointing out that "this is probably
the toughest part."

Advertising injury coverage ap-
plies to four specific offenses:

• Oral or written publication of
material that libels or slanders a

person or organization or its goods,
products or services.

• Oral or written publication of
material that violates an individual's
right to privacy. Case in point: Mr.
Montana's suit allegations against
the San Jose newspaper. "An indi-
vidual has the right to control the
use of his or her photos, likeness or
voice," Mr. Velladao explained.

• Misappropriation of advertising
ideas or style of doing business. This
offense applies to the use of similar
product packaging or perhaps even
copying the interior design of a res-
taurant.

• Infringement of copyright, title
or slogan.

In addition, there must be a
causal link between the libel or

slander and the policyholder's ad-
vertising activity, Mr. Velladao ex-



New financial tools

seen as next source

of industry capital
By ROBERTO CENICEROS

VANCOUVER, British Colum-
iia-Innovative financial instru-

nents will help ease the capacity
:runch plaguing the catastrophe
nsurance market in the United

States.

New capital could come in the
orm of "Act of God" bonds and

:atastrophe futures, says Neil A.
Doherty, a professor in the risk
nanagement and insurance de-
)artment at the University of
Pennsylvania's Wharton School.

Investors already are shedding
.heir skepticism of those funding
nethods, Mr. Doherty said during
7 workshop during the Alliance of
American Insurers' annual meet-

ng last week.
"Capital markets are going to

zome into this market," Mr.

Doherty said. "There is going to

Catastrophe risk and
finance are at a

crossroads, says Haresh
Shah of Risk

Management Services.

be a lot of competition. We are go-
ing to see new products. The ex-
plosion of interest in these generic
types of products. . .is going to be
applied (to catastrophe insurance)
over the next decade. I'm sure of

it. It is going to make capacity
available."

Catastrophe options and futures
contracts are already traded on
the Chicago Board of Trade.

So-called Act of God bonds are

debt instruments issued by insur-
ers that, in the event of cata-

strophic losses allow the issuer to
forego all or part of the debt re-
payment, depending on its losses,
Mr. Doherty explained.

Catastrophe risk and finance
are at a crossroads, said another
panelist, Haresh Shah, director of
Risk Management Services in
Menlo Park, Calif., and chairman

of the Stanford University civil
engineering department. RMS is a
catastrophe modeling company
that licenses modeling software
and advises several insurance

companies about their risk con-
centrations.

The gap between insurance ca-
pacity and catastrophic exposure
continues to widen, Mr. Shah
said. While insurer surplus has
grown by 90% since 1985, cata-
strophic exposure has grown by
more than 250%, he said.

Much of that increased expo-
sure is related to the continued

population shift to coastal states,
which are catastrophe-prone.

"What is dangerous is not just
that the exposure is going that
way and the surplus is going an-
other way, but the quality of ex-
posure every day is going south,"
Mr. Shah said. "We're running out
of good places to build, so any-
thing you are adding to your port-
folio is not as good as it was yes-
terday. The size of the exposure is
increasing."

Banking and financial institu-
tions have begun seeking more
advice about financing catastro-
phe risks, Mr. Shah said. He noted
they are motivated by an interest
in the type of financial tools de-
scribed by Mr. Doherty.

The time is right for the use of

new capital in combination with
new risk financing products, Mr.
Shah told his audience. Insurance

regulators are open to new ideas
because they are pressed for ways
to solve the capacity crunch, he
added.

"They are looking for new prod-
ucts and new ideas because we are

in trouble," he said.

"In California today we really
are at a crossroads. We really are
looking for new ideas and new
ways to take care of the earth-
quake problem. So if you as an in-
dustry come up with new prod-
ucts, we feel today the time is
right." [gl
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Reinsurers

1. GarneFal Re

2. Employers Re

3. Berkshire Hathaway-
4. American Re

5. Transatlantic/Putnam

6. North American/Swiss Re

7. Prudential Re

-8.-Munkh Re
9. The St. Paul Cos.

 10. Hartford Re Mgmt. Co.
11. F&G Re

12. TIGRe Co.

13. Zurich Re Centre

14. Constitution Re

15. Kemper Re

16. NACRe
17. Nati64al Re

18. SCOR U.S. Group
19:Unklenviters Re

20. Signet Star Re

Totals for Top 20

F-Total for all companies

Largest U.S. reinsurers' first=quarter 1995 results
Ranked by net reinsurance premiums written. All amounts in thousands of dollars.

Source: Reinsurance Assn of America and Business Insurance

Reinsurer
Continued from page 2
cial officer with NAC Re Corp. in
Greenwich, Conn.

'At this point, we see no evi-
dence from the Jan. 1 renewals of

any change in the cycle. We are
still in a competitive market," he
said.

"I don't know what to say about
the market. It's more of the same,"

said Stephen Tirney, executive vp
with PMA Reinsurance Co. in

Philadelphia.
Net written premium volume

for the 57 reinsurers and reinsur-

ance departments of primary

Net

reinsurance

premiums
written

1995

685,718

529,808

483,589

431,266

226,285

209,310

179,503

173,117

156,128

134,205

127,419

124,220

115,623

112,422

104,043

99,049

87,572

73,740

68,808

51,348

4,173,173

4,491,579

Net

reinsurance

premiums
written

1994

597,868

479,962

442,723

354,178

173,504

Policyholders

surplus

(reinsurers

only)

3,963,434

2,681,178

N/A

1,124,423

631,336

603,144

617,059

749,611

N/A

197,889

159,344

163,127

81,186

149,407 N/A

82,847 N/A

104,104 382,635

57,644 600,810

128,534 315,597

88,730 427,052

88,146 420,565

86,655 368,150

74,473 244,458

54,056 392,861

50,086 222,994

3,614,463- 13,745,307-

3,998,948 18,266,564

companies surveyed by RAA rose
12.3% to $4.5 billion in the first
quarter of this year from $4 bil-
lion in the same period in 1994,

The 50 professional reinsurers
in this group saw volume rise
10.8% to $4 billion from $3.7 bil-
lion last year, while the seven re-
insurance departments registered
a 28.1% jump in volume to $447
million in this year's first quarter
from $349 million last year.

The 20 largest did better than
the industry overall, reporting net
premiums of $4.2 billion, up
15.5% from $3.6 billion in the first
quarter of 1994. The top 20 in-
cludes the reinsurance division of

Berkshire Hathaway Inc., which is

Losses

Net & loss

income adjustment Loss Underwriting
1995 expenses ratio expenses

163,275 456,706 68.5 213,185

79,840 396,330 77.6- ---24,947
-N/A 153,000 - 68.4 -- 31,573- -

57,333 269,391 69.4 126,532

27,575 176,638 78.4- 56,642

(5,517) 152,452 72.9 82,992

15,116 136,656 77.6 60,318

20,137 119,836 71.2 55,151

N/A 113,323 75.4 --45,458

N/A 98,564 83.6 32,186

N/A 73,153 76.4 27,960

11,043 89,236 75.0 36,595

(11,026) 67,673 75.9 36,135

12,005 76,698 68.7 34,050

3,025 68,975 79.4 26,817

11,887 65,330 67.3 37,421

10,347 56,963 73.8 21,692
2,971 47,409 67.1 27,160

2,590 51,018 77.8 18,266

1,646 36,379 75.8 14,227

402,247 2,705,730 74.2 1,109,307

491,447 3,063,134 73.1 1,319,618

not included in the RAA totals.

"Revenue growth for reinsurers
continues to outpace the growth
of primary insurers," Mr. Malva-
sio noted.

This stems from a greater de-
mand for property reinsurance in
the wake of huge catastrophe
losses in recent years and from a
movement of casualty business to
domestic reinsurers and away
from Lloyd's of London, he said.

Mr. Ransom also noted that

smaller specialty and regional in-
surers are gaining market share
and that these companies rely
more heavily on reinsurance than
larger insurers do.

"The market share at the pri-

Reinsurance Intermediary

INDEPENDENCE

INTEGRITY

SERVICE

CONSISTENT PHILOSOPHY & PERFORMANCE

SINCE 1977

Atlanta Bermuda Chicago London Stamford

mary level is shifting to compa-
nies that buy more reinsurance,"
he said.

Meanwhile, observers continue
to see business moving to the larg-
est and most financially secure re-
insurers.

Premium volume "really grew
dramatically" for the 15 largest
reinsurers based on policyholder
surplus, said Mr. Malvasio.

"When you get beyond that (top
tier of companies), you see really
nominal or no growth," he said.

Expense
ratio

31.1

23.6

18.2

24.8

36.8

26.5

27.7

26.6

29.4

29.3

25.0

39.7

33.6

31.9

29.1

24.0

21.9

29.5

31.3

30.3

25.8

37.8

Combined

ratio

1995

99.6

101.2

106.6

98.7

103.4

112.5

111.2

103.1

104.5

107.5

98.3

104.4

107.2

99.0

105.2

105.1

98.6

103.9

104.4

103.5

100.8

102.5

Combined

ratioi

1994

113.9

103.6

-160.8

109.1

113.5

112.5

148.3

119.5

134.3

111.9

81.0

104.0

138.1

107.6

111.8

-107<11

98.4

144.1

111.1

127.6

119.2

113.6

companies if they're taking over
the business anyway.

"No one's going to pay a lot for
business they can steal other-
wise," he said.

As volume for U.S. reinsurers

expanded in the first quarter, un-
derwriting results improved.

The combined ratio for the com-

panies surveyed by the RAA fell
to 102.5% this year from 113.6%
posted in the first quarter of 1994
by a similar group of reinsurers.

The top 20 companies did

A combined ratio of '102.5% in a soft

market is an outstanding result,' which
could indicate 'optimistic' casualty
reserving practices, says Stephen Tirney.

In some cases, the consolidation

of the business is happening
through mergers and acquisitions:
Earlier this year, for example,
New York-based Zurich Reinsur-

ance Centre Holdings Inc. com-
pleted a $206 million acquisition
of Re Capital Corp. of Stamford,
Conn., while Baltimore-based
USF&G Corp. agreed to take over
Discover Re Managers Inc. of
Farmington, Conn. (BI, Jan. 16)

CIGNA Corp. last year an-
nounced the sale of most of its in-

ternational reinsurance business

to St. Paul Insurance Cos. and

Employers Reinsurance Corp. and
the discontinuation of its domes-

tic property/casualty reinsurance
underwriting (BI, Nov. 7, 1994).

On the international side, Em-
ployers Reinsurance Corp. of

Overland Park, Kan., recently
reached agreements to take over
Aachener Ruckversicherungs A.G.
and Frankona Ruckversicherung
A.G. of Germany (BI, Feb. 13),
while Stamford-based General Re

Corp. last year acquired control of
Cologne Reinsurance Co. (BI, Oct.
31, 1994).

In another form of consolida-

tion, though, business is simply
moving from smaller reinsurers to
larger ones.

"Consolidation is happening
even if you don't have mergers
and acquisitions," said Mr. Ran-
som, adding that it probably
doesn't make sense for many large
reinsurers to take over smaller

slightly better, with a 100.8%
first-quarter combined ratio.

Net income for the 50 profes-
sional reinsurers, meanwhile,

jumped 167.8% to $491.4 million
this year from $183.5 million for a

similar group in the first three
months of last year.

While the absence of cat losses

explains much of the improve-
ment, there could be other reasons
for the results, including lower
levels of reserving by reinsurers
writing casualty business.

A combined ratio for the indus-

try of "102.5% in a soft market is
an outstanding result," noted
PMA Re's Mr. Tirney, who said it
could indicate "optimistic" casu-
alty reserving practices,

Despite the improved results,
other analysts questioned the in-
dustry's longer-term prospects.

The stock market reacts in large
part to revenue growth, observed
William Yankus, vp with Fox-Pitt
Kelton in New York.

However, there are no signs that
growth will be accomplished
through rising rates. At the same
time, the industry is moving to-
ward the end of its consolidation

phase and the larger reinsurers
won't be able to rely on this much
longer for revenue expansion, Mr.
Yankus said.

"We are heading into a stage
that raises the question, 'What's
going to happen next with the re-
insurance group' " to make it at-
tractive to investors, he said. [Em
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Pollution Re.engineering German market
By DON LEWIS KIRK Captive brokers leading the way in insurance alternativesclaims

A major shift in Germany's captive broker and risk manager Krupp's captive brokerage sub- changes wrought by captive bro-
commercial insurance market are merged. Large companies sidiary kers is long.

predicted usually means captive brokers are command a force of insurance ex- Captive brokers are still widely Bavaria Wirtschaftsagentur
at work exploring alternatives to perts," said Hauptrecht Freiherr used because companies feel they GmbH, a captive brokerage sub-
the status quo. Schenk zu Schweinsberg, risk have more knowledge of the com- sidiary of Munich-based BMW,

to grow Captive brokers are used in sev-                                                                                                                                                                                                                                                                         pany's risks than an outside bro- developed one of Germany's first
eral countries, but nowhere are ker and because they have proved captive insurers in 1989.
they as prominent as in Germany, Captive brokers are

to be market innovators. "Corporations with large pre-

By KATE TILLEY where their numbers grew in the About 200 companies, across a mium volume are compelled to be
late 1960s as a means of saving widely used because wide range of industries, have innovative," said Eberhard
the added expense of brokerage companies feel they captive brokers in Germany to- Knebel, a director of Bavaria.
commissions during a hard mar- day. Siemens' captive broker subsid-
ket. have more knowledge Major German companies like iary, Verischerungsvermittlungs

While they continue to serve as of their risks. Krupp, Siemens A.G., BMW A.G., und Verkehrskontor GmbH,
in-house brokers, many have ex- Daimler-Benz A.G., Bayer A.G rocked the commercial insurance

panded to also provide risk man- and Mannesmann A.G. place mil- market in Germany last year by
agement services within their or- lions of dollars of premiums arranging for a portion of the Mu-
ganizations and, increasingly, to manager of Krupp Group A.G. in through their captive brokers nich-based company's property
third parties. Essen and director of Westdeut- each year. insurance to be written by Ark-

"In Germany, the role of the sches Azzekuranz Kontor GmbH, The list of insurance market See Brokers on page 46

MELBOURNE, Australia

The worst is yet to come for in-
ternational insurers and rein-

surers paying environmental
liability claims, a risk manage-
ment consultant predicts.

And, Australia will soon face
an onslaught of environmental
claims, he warned.

Exposures continue to in-
crease as technology identifies
a greater array of hazards,
Nick Chipman, managing di-
rector of risk consulting at
London-based broker Sedg-
wick Group PLC., said at the
annual conference of the Aus-

tralian Insurance Law Assn. in

Melbourne last month.

Electromagnetic fields, for
example, pose new exposures
as well as a real question for
lawyers: Are they pollution,
product or general liability?
Mr. Chipman asked.

Insurers' liabilities in many
cases have gone beyond cover-
age provided in environmental
and some general liability poli-
cies, extending to corporate
and directors' responsibilities,
workers compensation and
consequential loss through
market share. Executives in

particular are "in the firing
line," he said.

Exxon Corp. and its execu-
tives, for instance, survived the
devastating 1989 Valdez oil
spill in Alaska only because of
the sheer size of the company,
Mr. Chipman said.

Australia has yet to face the
environmental litigation explo-
sion that the United States is

experiencing.
He noted that since the U.S.

insurance industry added an
absolute pollution exclusion in
general liability policies, there
has been a surge of environ-
mental liability impairment
policies. About 24 EIL policies,
ranging from coverage of on-
site cleanup to lead paint and
contractors liability, are now
available.

"The market is booming, and
very competitive, because
someone finally understands
what pollution risk is and how
it can be underwritten," Mr.
Chipman said.

U.S. insurers have awakened

to the potential in general lia-
bility polices, hence the abso-
lute exclusion for pollution.
Until then, U.S. insurers ex-

cluded coverage only for pollu-
tion that was not "sudden and

accidental."

Insurers in other countries

still do not exclude pollution
coverage absolutely.

Mr. Chipman said the Assn.
of British Insurers argues that
its wording in general liability
policies is "tight and rigorous,
but I suggest it's not as tight as
they think it is."

Coverage litigation on gen-
eral liability policies continues

See Pollution on next page

Self-insuring risks
seen as best route

for giant company
By SARA MARLEY

TUCKERS TOWN, Bermuda-
Many companies can handle their
risks much more cost-efficiently

than insurers

can, according
IRMG to a petroleum
conference company execu-

tive.

"Our risks are left with our

shareholders," said Judith C. Han-
ratty, corporate secretary of The
British Petroleum Co. PLC. "They
are better able to deal with it than

any insurance company."
For several years, BP only has

purchased coverage required by
law in various jurisdictions.

BP found that the insurance m-

dustry does not offer what the
company needed most: cata-
strophic coverage for casualty
risks.

"Insurers got weary beyond $750
million," Ms. Hanratty said during
International Risk Management
Group Ltd.'s 24th annual confer-
ence, held in Bermuda last week.

BP, a London-based oil and gas
company, is 98% owned by widely
held, diversified institutional funds

providing the spread of risk the in-
surance industry aims to create,
Ms. Hanratty noted.

"Diversification is much more ef-

ficient at the shareholder level

than at the insurance level," she
said.

"BP has a value of $45 billion,
many times the value of many
players in the insurance industry,"
Ms. Hanratty said.

BP thinks of itself as a reinsurer

making decisions on retrocession
when it does transfer risk, she said.

For insurers to meet the needs of

corporations, they must price eco-
nomically, offer "real" capacity-
not "recycled"-offer a quality
product, get their transaction costs
down, and simplify the trigger
mechanism and claims-payment
system.

Business is moving too fast to
wait for replacements, making res-
titution for losses "an inappro-

See Hanratty on next page

AP/WIDE WORLD

Fugitive real estate mogul caught
M[AMI-Juergen Schneider, who fled Germany shortly after his real

estate empire collapsed a year ago, was tracked down by German and
U.S. federal authorities in Miami last week and may be extradited to
face criminal fraud charges.

Mr. Schneider's multibillion-dollar property empire collapsed April
15, 1994, when Juergen Schneider AG filed for bankruptcy protection
from creditors (BI, April 25, 1994).

That bankruptcy filing sparked massive claims on credit insurers
from companies that were owed money by the commercial property de-
velopment company. At the time of the Eling, the company owed more
than 40 banks more than 5 billion deutsche marks ($3.47 billion).

And, other creditors-mainly tradespeople and small businesses-
faced hundreds of millions of deutsche marks in losses and several were

forced into bankruptcy by the Schneider failure.
Soon after the company's collapse, Mr. Schneider disappeared. A 13-

month manhunt ended last week when he and his wife, Claudia, were
arrested in Miami.

By Gavin Souter

Buyer needs catastrophic cover: Head
By SARA MARLEY

TUCKERS TOWN, Bermuda-

The insurance industry must real-
locate its assets over the next 10

years to offer

IRMG buyers really
products that

conference need, a leading
investment

banker says.
"The industry is selling the

wrong product," argues John C.
Head III, owner and founder of
John Head & Partners L.P. in New

York. "The buyer doesn't want
dollar swapping, the buyer wants
true catastrophic coverage."

Many Bermuda facilities now
offer catastrophic coverage for
property risks, but similar limits
are needed on the liability side, he
said during a conference last week
in Bermuda sponsored by Interna-
tional Risk Management Ltd.

Dow Corning Inc.'s recent
bankruptcy filing (BI, May 22)

shows that some policyholders re-
quire billions, not millions, in ca-
sualty limits.

"They needed true catastrophic
liability," Mr. Head said. "They
didn't buy the product they really
needed."

By 2005, companies will "only
buy insurance for events that ma-
terially affect their financial sta-
bility," he predicted.

To accomplish that, however,
"the insurance industry needs a
lot more capital," Mr. Head said.
"The business is materially under-
capitalized, not overcapitalized."

The Bermuda property catastro-
phe market has about $5 billion in
capital, but that is not sufficient
to cover major storms that could
total $30 billion in Florida or $100
billion in Japan, Mr. Head con-
tended.

Insurers need $10 billion to $20
billion of protection to be
"world-class," he said.

"It's an interesting concept that

insureds lay off their risk to insur-
ance and reinsurance companies
that have less capital than they
do," Mr. Head said. "Fortune 500

companies buy insurance from
companies one-hundredth of their
size. Insurance companies need to
have more capital than their eli-
ents, and reinsurance companies
need to have more capital than in-
surers."

That will change in 10 years,
when "the guy who takes the risk
will be bigger, smarter, richer,
more global and luckier than the
guy he took the risk from," Mr.
Head predicted.

That's why the insurance indus-
try needs to hire more risk-takers
and fewer administrators.

"The industry has the wrong
type of people," Mr. Head said.
"The big losers will be senior mid-
dle managers at every insurance
company. They do not have the
skill set and they will have a diffi-
cult time over the next five years.

They may not make it to the year
2005."

However, those managers can
be retrained, particularly in com-
puter skills, to keep up with the
paperless office of the future.

Another way to transform in-
surance company employees into
risk-takers is to require them to
risk some of their personal assets.

"Make,them personally fiscally
responsible," Mr. Head said.
"Have them put their bonus or
stock options on the table and see
what it's like to make it or break

it."

The salary of the chief executive
officer should be tied to an indus-

try-specific measure, such as
number of policies written, he
suggested.

Mr. Head also sees more out-

sourcing ahead as insurance in-
dustry workers become more spe-
cialized.

"No company will have the
See Head on page 46
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Pollution
Continued from previous page
in North America, where courts in
different states take different views

of exactly what "sudden and acci-
dental" means.

Some courts have held that "sud-

den" means brief or lasting only a
short period of time and thus the
policy excludes coverage for all
gradual pollution. Others have held
that the term "sudden and acciden-

tal" was simply a restating of the
occurrence definition in the policies
and thus they merely exclude cov-
erage for damage what was ex-
pected and intended by the policy-
holder.

Many analysts are
concerned about the

environmental liability
crisis, says Sedgwick's
Nick Chipman.

General liability policies also
sparked disputes on coverage trig-
gers, cleanup costs and insurers'
duty to defend.

Is a letter from a statutory au-
thority sufficient to trigger a policy?
Mr. Chipman asked.

In one major ruling last year, the
Washington Supreme Court ruled
that cleanup obligations that a poli-
cyholder assumed voluntarily, after
being notified of potential liability
by a state agency, were covered by
standard CGL policies (BI, May 30,
1994).

Another tenuous area of coverage
litigation, said Mr. Chipman, is
suits over the standard form policy
exclusions for damage to property
"owned or occupied" by policyhold-
ers or under their "care, custody or
control."

He said Superfund liabilities, as
currently calculated, represent less
than 1 % of contaminated sites in

the United States. In 1994, AM.
Best Co. estimated that the U.S.

property/casualty industry would
need to add at least $132 billion to

reserves over the next 25 years to
meet environmental and asbestos li-

abilities (BI, April 4, 1994).
"A lot of the bill will lie with the

insurance sector, because it has the

perceived capacity to pay and there
are contracts which insurers may
be obligated to frilfill," he said.

While it is difficult to project the
future cost, if the total Superfund
bill is due next year, "we have no
insurance industry," said Mr. Chip-
man. "I hope it will be spread out
over time."

In the United Kingdom, which
does not have U.S.-style indepen-
dent state court systems, insurers'
pollution liabilities are more pre-
dictable than they are in the United
States But eveh in the United

Kingdom, potential political
changes and a new rule requiring
House of Lords judges to retire at
age 70, could mean the situation
will change, Mr. Chipman said.

He said many analysts are con-
cerned about the environmental lia-

bility crisis, but some are saying it

will not happen in the United King-
dom and multiline insurers are out-

performing the market. "But why
then did Royal put £300 million-
odd into reserves for environmental

pollution liabilities if everything is
under control?"

Lloyd's will have trouble passing
its solvency test this year, and pol-
lution is "right up there" as a key
cause, Mr. Chipman said. From an
economic standpoint, the bill is too
big for insurers, and governments
are the ultimate reinsurer, he noted.

He said the "nightmare" is far
from over. "That's a fair bit of bad

news. But insureds have potential
rights of recovery, so that's a lot of
work for lawyers" 81

INTERNATIONAL

Hanratty
Continued from previous page
priate trigger," Ms. Hanratty said.

Instead, insurers should offer
companies like BP protection
against "asset loss tied to loss of
crude oil production or refined
products volume. We need to have
a clear understanding that the in-
dusty can pay claims quickly, al-
most instantaneously."

For example, if a North Sea plat-
form were damaged, BP would re-
place it with a floating vessel it put
into use in the past four years.

And any company with large
manufacturing or production facil-
ities probably would not rebuild
them the same way or in the same
location, she said.

By not buying insurance, BP
avoids exorbitant transaction costs,
with at least 35% and sometimes

more than 80% of primary insur-
ance premiums going to distribu-
tion and internal costs.

"Brokers are costly and that cost
has got to be cleared away," Ms.
Hanratty said. "To satisfy the
needs of major corporations, the fi-
nancial and insurance market must

reduce the transactional costs. It's

an absurd waste and unproductive
process."

The terms and conditions of in-

surance need to be "commoditized"

in order to bring transaction costs
down, Ms. Hanratty said.

Ano:her burden BP could not es-

cape entirely was regulation.
U.S. regulation is "quite horren-

dous," Ms. Hanratty said. "It's
manifestly absurd to go through
extra hoops to create fictitious in-
surance certificates to meet regula-
tory requirements and to keep peo-
ple employed moving paper
around," referring to fronting ar-
rangements.

aegulation doesn't work well in
a trading environmen:," Ms. Han-
ratty said. "The current regulatory
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environment is quite inappropri-
ate. We can't sustain an industry
that requires that much documen-
tation."

BP favors centralized financing
but decentralized loss control.

"Manage risk at the point closest
to which an event can be pre-
vented," Ms. Hanratty advised.
"Manage the crisis at that point."

However, "We believe it is quite
inappropriate to leave decisions
about insurance and financial out-

come to business units," she said.

Those asset managers would have
incentive to transfer more risk to

boost their own financial results.

BP continually evaluates its pro-

have to change very fast."
The changes have already begun

with a "revolution" in Lloyd's and
the use of derivatives.

"Hopefully Equitas will get
started and Lloyd's will emerge as
a stronger, smaller group of people
but with a bigger capacity," Ms.
Hanratty said.

She also praised the catastrophe
futures market at the Chicago
Board of Trade.

"There are interesting new, inno-
vative instruments in the debt mar-

kets and a willingness on the part
of banks and reinsurers to talk di-

rectly to buyers," Ms. Hanratty
said.

'The financial and insurance market must

reduce the transactional costs. It's an

absurd waste and unproductive process,'
says Judith Hanratty.

gram to look for problems for
which risk transfer might be more
appropriate than retention.

"We do still have a captive and
we use it for mandatory coverages
above $10 million," Ms. Hanratty
said.

"A business has to pay very par-
ticular attention to costs," Ms.

Hanratty said. "We don't take the
business units risks in the captive
because we do not gain by moving
money around within the busi-
ness."

BP's 75-year-old captive has
capital over $1.5 billion, she said.

"I think that's a reasonable

amount of capacity if we ever
wanted to use it," Ms. Hanratty
said.

Just as BP is willing to change,
the insurance industry "has got to
change," Ms. Hanratty said. "It ab-
solutely must, and it's going to

Banks in insurance "is at a very
early stage, but when it takes off it
could well blow insurance apart,"
Ms. Hanratty said. Banks have a
better shot at improving efficien-
cies through their "ability to swap
and trade risks for corporations
and insurance companies against
the whole equity market."

One reason banks are at an ad-

vantage is that insurers shy away
from "true hedging," she said. "In-
surers are reluctant to make full

use of the financial instruments

available."

The insurance industry needs to
ask itself the question: How can a
large, diversified company with a
sophisticated financial capacity
and AA credit rating effectively
purchase risk transfer?

"If you can answer, you can have
us back in your market," Ms. Han-
ratty said. inl

Learning to spot signs
of violent workers

before harm occurs
By SARA MARLEY

TUCKERS TOWN, Bermu-

da-To prevent workplace vio-
lence, employers must learn to

spot the signs,

IRMG *sm=*Rl, tana
conference tip off which

employees may
become violent.

"Most people don't just snap
overnight," said Bruce Blythe,
president and chief executive offi-
cer of Crisis Management Interna-
tional Inc. in Atlanta. "It comes

out verbally before."
Although the probability of be-

ing directly affected by workplace
violence is low, "every organiza-
tion is one bullet away from being
in the headlines and being scruti-
nized through litigation," Mr.
Blythe said.

In addition to the claims and

care of any employees actually in-
jured on the job, incidents of
workplace violence destroy mo-
rale and escalate health care

costs.

And, employees are more out-
raged by human-caused disasters,
such as shootings or bombings,
than by natural disasters, he said.
They will hold it against an em-
ployer for failing to prevent the
violence, leading to claims and
possibly lawsuits.

Mr Rlvthe qhnwprl A viripnts,np

to attendees of International Risk

Management Group Ltd.'s annual
conference that demonstrated

many of the things an employer
can do wrong that breed and
perhaps escalate workplace vio-
lence:

In the opening scene of the
video, a worker sees his foreman
and a human resource representa-
tive talking about him on the
floor.

A few minutes after his shift

ends, the worker is summoned to
the human resources office over

the worksite's public address sys-
tem. Both of those actions remove

an employee's dignity and stand-
ing among his or her peers, Mr.
Blythe said.

In the video, co-workers knew
the employee owned guns and
kept alcohol in his locker.

The worker made statements

that he was going to "kill some
paper targets," and, when asked
to clean out his locker, he issues

the vague threat, "You haven't
seen the last of me."

The company official who fires
him interrupts the employee and
dismisses his claims of stress at

home.

The worker seems surprised
that he is being fired, and the offi-
cial does not provide any docu-
mentation to explain the action.
The official, a woman, stands in

f'AntmV nn 7,974 nnr,D



Violence
Continued from previous page
front of him in a threatening man-
ner. In the video, the worker com-
plains that she has "always had it
in" for him.

"This person was predisposed to-
ward violence," Mr. Blythe said.
"They knew he had a gun and he
was angry."

The employer's mistakes con-
tinue after the termination. Had

the company followed up, it would
have discovered that the employee
could not find another job and that
his wife had left him, escalating his
stress.

The company also did not prop-
erly monitor its own premises to
discover that he was stalking the
manager who fired him. Finally, he
was allowed back into the build-

ing, where he shoots the manager.
"The company provoked him and

didn't pay attention to the signs,"
Mr. Blythe said.

First, employers should imple-
ment a zero-tolerance policy to-
ward violence, including threats,
fights, weapons, harassment and
intimidation. Such a policy should
spell out that the consequences of
violating the policy are increas-
ingly severe and include termina-
tion.

Guns should obviously be
banned, but other areas may not be
as clear-cut, he said. For example,
people sometimes carry pocket
knives, Mace or pepper spray.

The company's parking lot
should be included in the anti-vio-

lence policy.
Penalties for violating the policy

should be tied to the severity of the

violation. If a person's first offense
is firing a gun into the air, a super-
visor shouldn't be tied to giving
him a slap on the wrist.

"You should be able to take ap-
propriate action, not just a verbal
warning if it's a serious offense,"
Mr. Blythe said.

He recommends placing such
policies under the company's safety
guidelines, to encourage employees
to act as one another's eyes and
ears.

While confidentiality is desir-
able, it cannot always be guaran-
teed. For example, if a woman re-
ports that her ex-husband is stalk-
ing her, she is probably the only
person who would have such infor-
mation. Her identity may have to
be revealed to company officials to
ensure her protection.

However, employees should be
able to make anonymous reports,
preferably after hours. Many em-
ployees feel more comfortable re-
porting a fellow employee from
home.

In addition to written policies,
employers should train their super-
visors and other employees in
provocation avoidance, or "putting
out a fire before it starts," Mr.
Blythe said.

"Usually, workplace violence is
an outgrowth of poor conflict reso-
lution skills," he noted.

Also known as aggression man-
agement, provocation avoidance
has both verbal and physical sides.

Managers can try verbal persua-
sion on employees who have
threatened violence. They can re-
mind the employees what they will
lose if they carry out their threats
and focus on things that are impor-
tant to the employee: money, fam-
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ily, a job, freedom and respect.

"These people have a sense of in-
tegrity and they will keep their
word," so employers want to avoid
backing them into a corner, Mr.
Blythe said.

Vague threats that an employee
is going to "get" someone can be
taken slightly less seriously than an
employee who has a weapon and a
specific plan.

Managers can defuse those situa-
tions verbally by saying, "We all
say things we don't mean when

Employers should
implement a
zero-tolerance policy
toward violence, says
Bruce Blythe.

we're upset. I know I do."
That statement directly ad-

dresses the low self-esteem and in-

feriority many violent employees
have. This puts the manager on the
same level as the employee and
normalizes and validates the work-

er's emotions.

It also puts the manager in a po-
sition to make a prediction like,
"You'll feel different about it

later."

"When they make threats, they
open up the opportunity to make a
commitment," Mr. Blythe said.
"It's OK to ask, 'Are you serious?'
If they're going to talk, find out
what they have to say," because
they may spell out a specific plan
for injuring a co-worker or super-
visor.

A technique called scanning can
be "more accurate than a poly-
graph," Mr. Blythe said. It involves
looking for subtle signs of decep-
tion in a person's speech patterns,
such as answering questions with
questions or changing tense to
present from past when discussing
a threat of violence.

Physically, supervisors can help
prevent violence by not invading
the employee's personal space,
which normally extends only a few
feet around a person. But, when an
employee is provoked, that space
can expand to six feet.

Mr. Blythe also advises employ-
ers to train employees to avoid tun-
nel vision in violent situations, to
enable them to spot exits or to
place a desk or other obstacle be-
tween the employee and the ag-

gressor.

In training bank tellers and other
workers who are likely to experi-
ence violence on the job, Mr.
Blythe teaches them to keep their
hands up and open. It's not only a
sign of submission but also puts
the employee in a good situation to
defend themselves physically if
they must.

Preventing workplace violence
may mean giving special treatment
to employees who have made
threats or are considered high-risk
for other reasons.

"If it means giving them more
severance pay or outside training
to help them get another job, it
could defuse a situation," Mr.

Blythe said.
Documentation 'is a tough deci-

sion. It could make you look inept,
or it could make you look like you
handled it well."

Employee files should be very
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straightforward, containing the
facts with dates that established

when certain things became known
to the employer; what decisions
were made and what action was

taken and why, Mr. Blythe said.
It's best to create records on

white paper, in blue ink and in
handwriting. Under those condi-
tions, the record can be dated and
the employer can avoid allegations
that they altered records at a later
date.

After an employee makes a
threat, the employer should con-
duet background checks into police
and military records and personnel
files and talk to supervisors, former
supervisors, former employers or
contact the employee's references
again.

Another cornmunication issue is

when to tell other employees that
threats have been made, including
informing the employees who may
be intended targets.

"Co-workers can tell you a lot of
information, but you have to weigh
the risk of inflaming the situation
through leaks or rumors," Mr.
Blythe said.

Once threats of violence are

known, employers must make the
decision whether to terminate or

rehabilitate.

Either way, the employer should
have a well-thought-out plan in
place and maintain control of the
situation.

For example, Mr. Blythe told of a
client that chose to rehabilitate a

person in need of psychiatric care.
Because the company had a thera-
pist onsite and a bed reserved at an
inpatient facility beforehand, con-
fronting the employee went
smoothly. mIl
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Brokers tive brokers that handle premium ter to deal directly with insurers kers in foreign locations "We
volume of more than 80 million in a foreign county than let our- can't be everywhere," said Mr Head
DM ($55 2 million) selves be represented by a local von Schenk

Contznued from page 43 Industrieschutz Assekuranz- broker, who says we represent "Sometimes it requires local Cont:nued from page 43
wright Mutual Insurance Co , Vermittlung GmbH, a captive this German guy," said Mr Scher- coverage with special knowledge economy of scale, so they're going
rather than fully underwritten by broker subsidiary of Dusseldorf- min of the conditions," he said to have to change the traditional
the German market (BI, Oct 3, based manufacturer Mannesmann In the case of some larger com- Current market conditions way of doing things "
1994) A G, handles an estimated annual pames, it is not unusual for their again are prompting more Ger- While policyholders want to buy

Stuttgart-based Daimler-Benz's premium volume of 150 million captive brokers to maintain con- man companies to explore alter- different coverage and at different
captive brokerage unit, debis DM($103 5 million) tacts with 50 or more insurance natives levels from the insurance Industry,
A G, has opened ltS doors to pro- When German insurers began they also want to pay less for it
viding brokerage and risk man- increasing rates three years ago, "It costs too much," Mr Head

agement services to third parties captive brokers became active and said
It also launched debis Re, a Lux- While German captive brokers do work formed seven captives The industry has high transac-
embourg-domiciled reinsurance with independent brokerages in other "When markets get hard we tion and overhead costs, Including
captive, early this year (BI, Sept look at issues like self-insurance paying 10% to 15% commissions to
19,1994) markets, many pride themselves on or risk retention or loss control brokers, their distribution system

The captive brokers of German It's often a matter of determining, At the same time, the insurance

chemical manufacturers Bayer, developing solutions on their own. how risk retention is honored In industry is over-regulated, said Mr
Hoeehst and BASF negotiated the the market and finding another Head The international insurance
formation of a ]01nt reinsurance solution, if need be," said Mr von industry should develop its own in-
captive in Luxembourg last year Schenk ternal regulation system, like the
(BI, April 18, 1994) "We're saving money and put- companies Mr Schermin, the director of banking industry has, he said

"Conflict often brings out the ting profits back into the com- When cooperation with outside Mannesmann's captive broker, Mr Head selected the year 2005
best in captive brokers," com- pany," said Hans Schermin, direc- brokers i S needed, it is usually for said he believes smaller compa- as a target for some of his pre-
mented Krupp's Mr von Schenk tor of Industrieschutz specialty work nies in Germany should pay at- dleted changes

"The global focus of captive "And we have the Insider For example, "Krupp com- tention to what captive brokers "Most industries plan three to
brokers and the ability to provide knowledge that makes us more ef- mands one of the largest ocean are doing five years ahead, but in the insur-
international coverage and risk fective than any outside broker," fleets m the world," according to "As business becomes more in- ance industry nothing happens
management demonstrate a high Mr Schermin said Mr von Schenk "You just can't ternational it's essential that that fast, so we have to look 10
degree of professionalism," he ex- While German captive brokers manage insurance like this with- smaller companies look at what years ahead," Mr Head said
plained "It's a quallty that iS do work with independent bro- out specialized marine brokers in other companies are doing," he "Change takes time, and the insur-
needed when markets become dif- kerages in other markets, many England, Hambirg, Italy or says ance mdustry lS ma very big state
ficult " like Mannesmann pride them- wherever " "They will soon need the of change But lt W111 happen

Of the roughly 200 captive bro- selves on developing solutions Placing international risks also know-how to make similar deci- longer, slower, more painfully, bur-
kers in Germany, at least 20 major themselves is sometimes possible only with sion or find themselves losing to densome and expensive then we
German corporations have cap- "From our standpoint, it'S bet- assistance from Independent bro- the competition " IMI ever thought "
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dated the 2nd day of February 1995 and the 18th day of May, 1995)

Growing, financially sound P/C 2nd day of February, 1995 and the 18th day of May, 1995)
Carrier is recruiting a seasoned

LOSS CONTROL COORDINATOR NOTICE IS HEREBY GIVEN that the First Meeting of Contributones m the above
Marketing Representative to provide NOTICE IS HEREBY GIVEN thatthe First Meeting of Creditors in the above mat- matter will be held at The Hamilton Princess Hotel, Pembroke Parish, Bermuda

the necessary marketing functions Seattle, Washington For self-insured pool ter will be held at The Hamilton Princess Hotel, Pembroke Pansh, Bermuda on on the 27th day of June, 1995 at 9 00 a m

needed to successfully leap into the to provide services to school districts Re- the 27thday of June, 1595 at 10 30 a m
21 st century 5+ years marketing ex quires BA/BS and 2 years property/casualty Proxies to be used at the meeting must be lodged with the Joint Provisional

perience with prior strong losscontrol exp (additional 2 yrsexp or cer- Liquidators at the offices of Ernst & Young, P 0 Box HM 463, Hamilton HMProxies to be used at the meeting must be lodged with the Jo nt Provisional
undenvnting background major re tification in safety or loss control in lieu of Liquidators a- the offices of Ernst & Young, P 0 Box HM 463, Hamilton HM BX, BX, Bermuda not later than 5 00 p m on the 20th day of June, 1995
quirement degree), valid drivers k, flexible hours

Open until filled Salary nego Excellent Bermuda not laterthan 5 00 p m on the 20th day of June, 1995 Dated this 22nd day of May, 1995
Strong producer following a must benefits, call(206) 439-3636 for application

packet TDD (206) 439 6966 EOE To ent,tle you to vote th:reat your Claims Tables for Voting Purposes must be
Attractive compensation and benefits lodged with -he Joint Provisional Liquidatcrs at the same time aid place
package Reply in confidence to Gareth H Hughes/L Anthony Joaquin

Business Insurance, Box 2933,740 RISK MANAGEMENT CONSULTANT Joint Provisional Liquidators
Dated thus 22nd day of May, 1995

North Rush Street, Chicago, IL NOTES
60611 Wisconsin Risk Management Consulting

firm seeks experienced individual to fill Gareth H Highes/L Anthony Joaquin
At the First Meeting of Contnbutones, they may amongst other thingsposition of risk management consultant Joint Provisional Liquidators

Qualifications include a minimum of 3
years P/C insurance industry or corporate NQIES

1 By resolution determine whether or not an application is made to the
risk management experience Degree m re- Supreme Court of Bermuda to appoint a Permanent Liquidator, and m the

REQUEST FOR lated field required, CPCU/ARM desirable At the First Meeting of Creditors, they may amongst other things event that this Is passed, who is to be the Liquidator(s)

PROPOSALS
Send resume and salary expectations to
Business Insurance, Box 2935,740 North 1 By resolution dete mine whether or not an application ts made to the 2 By resolution determine whether or not an application is made to the
Rush Street, Chicago, IL 60611 Supreme Court of Bermuda to appoint a Permanent Liquidator, aid in the event Supreme Court of Bermuda to appoint a Committee of Inspection to act with

The New Mexico State Corporation Com- that thus ts passed, who Is to be the Liquidator(s) the Liquidator, and In the event that this is passed, who are to be the members
mission, Department of Insurance, invites SENIOR CLAIMS EXAMINER

of the Committee

responsible offerors to submit proposals for 2 By resolution determine whether or not an application ts made to the
NOTE If a Liquidator is not appointed by the Courtthe Official Receiver will beclaims administration and adjusting of Chicago surplus lines company seeks a Supreme Court of Bermuda to appointa Committee of Inspection to act with the

claims under the New Mexico Medical Mal- strong well rounded senior claims exam- Liquidator, and In the event that this ts passed, #ho are to be the memoers of the theliquidator The requirementfora Statement of Affairs has been dispensed
practice Act Detailed requirements are de- iner with a minimum of 10 years experi- Committee with by Orderof the Supreme Court of Bermuda dated the 23rd day of March,
scribed in a Request For Proposals (RFP) ence Emphasis on products liability, gen- 1995

whichis to be released on or before May 19,
1995, with a deadline for filing proposals of eral liability and first party property Multi- NOTE If a Liquidator Is not appointed by the Court the Offictal Receiver will be

state experience required Compensation
June 23,1995 Persons interested in obtain- the Liquidator Therequirementfora Statement of Affairs has been ilspensed 1

commensurate with experience Send re-
Ing a copy of the RFP should contact Mr with by Order of the Supreme Court of Bermuda dated the 23rd day of March, 1

James B Lewis, Chief Clerk, at 505-827- Zee,aB]5, lm;ohZTS;ents,ur 1995  BUSINESS INSURANCE CLASSIFIEDS ASSURE TOP QUALITY RESULTS 4084, or by writing to him at P O Drawer Chicago, IL 60611
1 -)20 Cnran Ex, Alau Aln.Inr GICAl 1 -llA
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Continued from page 1
Lloyd's as an unlicensed reinsurer to
provide security in the United
States equal to its gross liabilities.

Lloyd's contends that until 1993,
t complied with regulations by re-
iorting net liabilities. When the reg-
ilators specified in 1994 that gross
iabilities were to be reported,
Lloyd's agreed to comply by Jan. 1,
L996. New York regulators say that
Lloyd's should have been reporting
Foss liabilities all along.

The most controversial finding in
:he examiners' 28-page report is
.hat U.S. trust funds had net defi-

:iencies of $7.75 billion, or more
:han $18 billion before reinsurance

-ecoveries, at the end of 1993.

On that issue, Lloyd's Chief Exec-
itive Officer Peter Middleton said,

'The report paints a misleading pie-
mre, since the assets are understated
n relation to the liabilities as now

:alculated. The liabilities are stated

Mt the maximum and the assets at a

ninimum....New York's unwilling-
ness to recognize Lloyd's outward
reinsurance does not mean that this

reinsurance is uncollectable."

"New York concedes that most of

the reinsurance is collectible, but
even if it were all collectible there is

still a $7 billion net deficiency" in
the U.S. trust funds, responded Vin-
cent Laurenzano, chief of the New
York Department's Financial Condi-
tion Property/Casualty Bureau. Reg-
ulators add, however, that they be-
deve Lloyd's would have adequate
Assets to cover that deficiency.

The Lloyd's American Trust Fund
iates to 1939. It is composed of all
U.S. dollar-denominated premiums
:overing both "U.S, domestic risks"
and foreign risks denominated in
U.S. dollars. Claims and other ex-

Denses related to ,those policies are
paid from this fund (BI, March 21,
1994).

Held at Citibank in New York,
the LATF is not a guaranty fund,
but rather is essentially a bookkeep-
mg account set up on behalf of indi-
vidual Lloyd's members that is used
to pay claims and expenses in dol-
lars. However, a U.S. policyholder
with a valid claim could obtain a

ludgment against Lloyd's and seek
payment from the trust in a U.S.
court.

In recent years, Lloyd's also estab-
lished other U.S. trusts to meet new

regulatory requirements. Combined,
those funds totaled $12.1 billion at
the end of 1994.

Under the agreement, New York
regulators said Lloyd's will:

• Immediately transfer an addi-
tional $500 million into the Central
Fund United States Trust from the

Central Fund in London, which was
astablished in 1992 for the benefit of

U.S. domestic risks.

"Even though the $500 million is
a small amount of money compared
to the $7 billion net deficit or $18
billion gross deficit, it is a demon-
stration that they will be able to pay
:laims in the future when they be-
ome due," said a spokesman for the
New York department.

It also recognizes other facts, in-
cluding Lloyd's track record in pay-
mg all claims to date, its new pledge
Lo pay all U.S. claims regardless of
when they occurred, and the recog-
nition that there is $12 billion in the
trust fund now, he added.

Also, overseers of Lloyd's at the
U.K. Department of Trade and In-
dustry said recently that Lloyd's
will meet its solvency test in August,
the spokesman noted.

• By Aug. 1, create two new trust
furids in New York, one for U.S. do-

mestic surplus lines business and
one for reinsurance.

In addition, all future Lloyd's lia-
bilities for U.S. domestic risks will

be fully funded gross of reinsurance
by assets on a dollar-for-dollar basis
as required by New York regula-
tions.

Individual names' assets and lia-

bilities will be reported for the first
time as part of the agreement.

• Continue to maintain $100 mil-

lion in each of two joint and several
liability funds to help secure U.S.
obligations for surplus lines business
and for reinsurance, respectively.

Also, Lloyd's proposed expansion
of Equitas Ltd. will "result in the
establishment of a joint fund in
New York to cover U.S. liabilities

for 1992 and prior years. The fund's
assets will include those currently
held in the LATF."

The discussion between Lloyd's
and New York regulators did not
address one of the report's findings
that questions the "prudence" of al-
lowing the Lloyd's trustee to use one
name's assets to pay another name's
liabilities, though the funds are not
held jointly and severally.

Lloyd's said it was its U.S. coun-
sel's opinion that such drawdowns
were permissible if done prudently.

In addition, Lloyd's views as "un-
reasonable" the report's assumption
that all risks covered by the LATF
should be treated as U.S. domestic

Business
Insurince®

Circulation Breakdown
Commercial Consumers

Administrative:

CEO's, Presidents, and Owners,

2,009

Vice Presidents, General Managers and Other

Administrative Personnel .5,645

Financial:
Chief Financial Officers and Vice Presidents of

Finance.. .3,539

Secretaries, Treasurers, controllers and otier

Financial Personnel . .3,279

Risk/Employee Benefits:
Vice Presidents, Directors, Managers, and other

related department personnel of: insurance, risk,
employee benefits, personnel, compensation,

pension, safety, security, industrial relatiois,

human resources and

employee/labor relations . . ...15,529

Sub-total . ...30,001
Associations.... ....... . . ..343

Government, Unions and Educational

Institutions . ..950

Commercial Consumers

Sub-total .                       31,294
Insurance Agents and Brokers. 8,285

Insurance Companies . ..7,687

Accountants, Actuaries,

Attorneys & Consultants ............. .3,563

Adjusters, Appraisers, TPA's, Captive Managers
& Health Care Providers . .1,844

Others Allied to the Field 1,028

Total Qualified .
Non-qualified

Single Copy Sales.

TOTAL CIRCULATION 53,781
* Source Business/Occupational

breakdown of qualified circulation,
November 28,1994 issue, as

submitted to BPA for December 1994

BPA Publisher's Statement

53,701

.74

6

risks, though it accepts the fact that
it does not distinguish between
them, Mr. Middleton said.

"We are confident that the agree-
ment reached with the New York

Insurance Department provides a
sound basis for ongoing trading in
the United States," Lloyd's said.

"Lloyd's has been meeting its ob-
ligations for over 300 years and re-
mains a vital market for excess lines

and reinsurance business both in

New York and throughout the
United States," said Mr. Muhl.

Other regulators and risk manag-
ers generally concur that Lloyd's
plan and its agreement with New
York regulators were responsible,
constructive actions.

"I think it is a positive develop-
ment for U.S. policyholders," said
Robert Bailey, deputy superinten-
dent with the Michigan Insurance
Department. It will provide more
money, replenish the Central Fund
for U.S. business and separate new
U.S. domestic business from other

dollar-denominated risks, he said.
"As a result of this, we are cer-

tainly more positive than we were a
few weeks ago," said Richard Ryan,
vp and manager of corporate insur-
ance for BankAmerica Corp. in San
Francisco. "For large financial insti-
tutions, London and Lloyd's are a
major market. We need them as

much as they need us."
"Lloyd's is an important market

and the way the new trust funds are
established, Lloyd's can go forward
in complying with New York regu-
lations and provide capacity in the
marketplace," said Richard Bouhan,
executive director of the National

Assn. of Professional Surplus Lines
Offices in Kansas City, Mo.

The impact of the agreement is
less than it may have been several
years earlier, when Lloyd's had
fewer competitors.

These developments come "at the
same time that Lloyd's role is not
what it once was. though it still has
a role," said Bill Kelly, president of
the Risk & Insurance Management
Society Inc. and senior vp of J.P.
Morgan in New York City.

Greg Sosbee, general manager of
risk management for Caltex Pet-
roleurn Corp. in Dallas, said he will
continue to deal with Lloyd's to ob-
tain about $1 billion in aviation cov-
erage as well as $140 million in
other third-party liability coverages.
Given the limits his company needs,
"we don't have a choice. If we did,

we might balance it by buying cov-
erage from other insurers and
spreading it around."

He is wary, though. Lloyd's is
"basically living off current cash
flow and as long as it can dothat it
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insurance Services Guide

CPCU candidates
and IIA

1 guarantee you will learn,nore,n less t,me with
The Burnham System - or your money back

Ray Burnham. CPCU. CLU. ARM
19 Everett Street. Southbridge. MA 01550

Call 1-800-GET-CPCU Now!

WATER DAMAGE?
RENT DESICCANT DRYING TRAILER

Selt Contained Units Include: -.1------14

• Electric Heater

• Diesel Generator *r• Hydraulic Lift Gate 

800-368-3824

( 'rKZAZPZ Pori7-UL2:

Legal Fee Auditing
While not the total answer to

controlling legal fees and expenses,
legal auditing provides the best

foundation for a comprehensive

litigation management program.
For more information, call us today !

Innovators in Legal Auditing since 1985

<St.W. ,=Maul. Ad«&*[[ 6A=-. fi,1.
(314) 291 -3030 • Fax (314) 291-6546

REINSURANCE

Quota Share, Financial Relief
Reinsurance, and other types
of reinsurance will be consid-

ered. Please call ARMOR

MANAGEMENT at 800-933-

2304 Ext. 2268 or write to

3725 W. Grace St., Tampa, FL
33607 or Fax: 813-874-3015.

Attn: Ron or Harvey.

is all right," he said.
Despite the new plan and agree-

ment, several questions remain
among U.S. observers.

"The question at this point is the
adequacy of reserves for the old
business that will be assumed by
Equitas," said Michigan's Mr.
Bailey.

Lloyd's still doesn't comply with
requirements that it formally report
its loss reserves and reinsurance ar-

rangements as other insurers do. As
a consequence, Michigan continues
to require a handful of its finan-
cially insecure ceding insurers to
demonstrate concrete security for
reinsurance recoverables from

Lloyd's (BI, March 21, 1994).
"The New York Insurance Depart-

ment is trying to bring the U.S.
trust fund up to the level required
for other unlicensed reinsurers.

However, the dollar amount is only
one deficiency," said reinsurance at-
torney Robert Hall with Rudnick &
Wolfe in Washington. "It remains to
be seen what other changes the New
York department will require."

Other regulators, like those in Illi-
nois, may want to review the agree-
ment, though other regulators are
expected to follow New York's lead,
said Alan Levin, managing director
of Standard & Poor's Insurance Rat-

ing Services in New York. £Il
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Lloyd's forecasts return to profitability
1993 account expected to end a string of huge losses "r .

BY STACY SHAPIRO dicates try to cover those losses by
making claims against personal from £472 million ($698 6 million)

million ($6955 milhon) in 1992

LONDON-Lloyd's of London stop-loss policies and agents er- in 1991 Members expenses in-
is already looking beyond the rors and omissions policies writ- clude annual subscriptions and i[Flim-4111*IR#1138*
1991 global loss it reported last ten by other syndicates levies, agency fees and profit com- --

week, projecting the 1993 account Lloyd's would have announced missions About half of the ex- 4 A 'A
will return a profit for the first a pure underwriting profit of £86 penses are from a 5% levy on the  trj =Y82,,,643p'4/_ ,
time in years million ($135 million) in 1992, if membership spread over the 1991, taiID:

But while improved results are not for members expenses and big 1992 and 1993 accounts to boost Zfrvi Ut» Tfa#104 CE= 1!.,en 4

likely, the market's security re- additions to reserves the Central Fund
}' 6.1

mains in doubt Although the m- "Although lt doesn't mean very Gross capacity in the market to-
stitution is expected to satisfy much, many syndicates m 1992 taled £9 8 billion ($15 39 billion) ir j-14#14' v *Ft ,
British regulators' annual sol- made a profit," said Lloyd's Chief in 1992, which was up 12% from
vency tests in August, Lloyd's Executive Peter Middleton Out of £8.78 billion ($12 99 billion) in r- r ,

may not be able to clear those 279 active syndicates in 1992, 124 1991 Gross premiums wntten in
hurdles in 1996 if it fails to put its made a profit after members ex- 1992 totaled £9 13 billion ($1433

i 1/, f
reconstruction proposal in place penses billion), down about 6% from 1 . , -%<f.41""JT,wd,- - r T
(see story, page 1) Of these profitable syndicates, £9 68 billion ($14 33 billion) in 4/4/fld Ilts/31_ 4*9 _1iii ihii.,ip it.2And in the United States, insur- 108 of them are still actively un- 1991 But net premiums rose 4%
ance regulators in New York are derwriting in 1995 and account to £631 billion ($9 91 billion) ' '
casting a shadow over Lloyd's sol- for 73% of the market's current from £6.04 billion ($8 94 billion)
vency by claiming that the Lloyd's capacity of £10 2 billion ($16 01 in 1991
American Trust Fund lS deficient billion) To put a better hght on its fu- U'*„<21 f<-,ls*EX=49.-by billions of dollars (see story, Once again, however, reserve ture and show where some of the
page 1) strengthening-to the tune of money might come for the mar-

Lloyd's posted a 1992 global £836 rmllion ($1 31 billion) in ket's reconstruction, Lloyd's for 7%7'' Ukw *me
loss of £1.19 billion ($1 87 billion) 1992, compared with £961 million the first time gave proiections for
for the three years ended Dec 31, ($1 42 billion) in 1991-sent over- the upcoming account The 1993 9 . '1,1,

1994 all results far into the red account won't close until the end
GRAPHIC BY JOHN HALL

That loss lS Lloyd's fifth The increased reserves are for of this year under the market's
straight global loss, though it is a long-tail liability losses as well as three-year accounting system • The non-manne market suf- plus-from £5 69 billion ($8 42
considerable improvement from for increased losses on members' The global 1993 profit is ex- fered a pure year loss of £201 1 billion)-isn't surprising because
the £2 05 billion ($3 03 billion) personal stop-loss and estate pro- pected to be £1 05 billion ($165 million ($3157 million) on net new corporate capital has come
loss reported for 1991 and lS bet- tection plan policies billion), before double-counted prem-ums of £3 51 billion ($5 51 Into the market, he said
ter than the £1 5 billion pound However, Lloyd's reported, losses and after members ex- billion), more than 300% worse The security that underlies
($2 36 billion) loss observers had "The impact of the London mar- penses than the £62 3 million ($922 mil- Lloyd's policies means thal
been predicting ket excess-of-loss syndicates has But that forecast does not take lion) .oss in 1991 on net premiums "Lloyd's is not going to disappeai

Altogether, Lloyd's has lost significantly diminished " into account additional reserve of £3.42 billion ($3 06 billion) The overnight as some people forecast
nearly £8 billion ($12 56 billion) Two-thirds of the reserve dete- streng:hening which has dented 1992 .oss reflects "the particularly and have been forecasting even
between 1988 and 1992, largely rioration was concentrated in so many global results in recent high incidence of catastrophes" in day now for the past two years,'

years However, if Lloyd's recon- 1992, including Humcane An- said Mr Middleton
struction deal goes through, much drew However, within the chain of

of those future profits and many Rates were higher m many sec- security "there are some problem
'Lloyd's is not going to disappear overnight of the additions to reserves will be tors of the non-marine market, areas," Mr Middleton acknowl-

as some people forecast and have been poured into the market's proposed such as U K property and U S edged last week
runoff reinsurance company, Eq- property catastrophe business, in Lloyd's resources include nel

forecasting every day now for the past two uitas Ltd 1993 and continuing into the first assets in the Central Fund of £738
The 1992 results varied by seg- part of 1994, Lloyd's says As a re- mi.lion ($1 16 billion) at the end

years,' says Peter Middleton. ment of the market sult of that and fewer catastro- of 1994, down 18% from £904 mil-
• Lloyd's marine market posted phes, the outlook for 1993 is "a lion ($1 34 billion) in 1993 The

a pure year profit of £1485 mil- robust return to substantial market estimates that draw
lion ($233 1 million) on net premi- profit," Lloyd's said downs this year to pay for losses

the result of property catastrophe only 29 of the 478 open years of ums of £1 38 billion ($2 17 bil- • The aviation market had a that members can't meet will re-

losses and long-tail liabilities account that were being run off at hon), a maior improvement from pure year profit in 1992 of £14 duce the fund to only £300 million
from North American asbestos, the end of 1994 its 1991 loss of £452 million ($669 million ($22 million) onnetpremi- ($471 million)by year end
pollution and health-related lia- "A hard core of syndicates gave million) on net premiums of £1 44 ums of £446 1 milhon ($700 4 mil- Unless decisive action is taken

bilities At least some of these rise to serious problems," said Mr billion ($2 13 billionl lion), a substantial improvement "the resources of the Centra]
losses were caused by negligent Middleton In 1993 and 1994, marine un- from the £1066 million ($1578 Fund may be exhausted before th€
underwnting, British courts have At the moment, Lloyd's has 584 derwriters "continue to obtain million) loss in 1991 on net premi- end of 1996," Lloyd's warns in its
ruled open years of accounts in run-off, significant increases in both rates ums of £434 9 milhon ($643 7 mil- reconstruction plan

For the second year running, Including 106 years of account and deductibles and the 1993 re- lion) Other resources include £20 M

Lloyd's has adjusted its results for that were left open at the begin- sults will reflect that trend," ac- Rates increased in this sector in bil_ion ($31 49 billion) in member:
the effect of "double counting " ning of 1995 cording to Lloyd's 1993 and 1994, particularly for trust funds, mcluding £12 31 bil
Double-counting occurs when Members personal expenses also There has been some evidence airlines with poor zoss records lion ($19 33 billion) in its U K
members who have incurred un- held down earnings, though these more recently, though, of soften- Although this firming trend sterling trust funds and £6.99 bil
derwriting losses on certain syn- expenses dropped 6 1% to £443 ing in the marine market seemed to let up at the end of lion ($10 9 billion) in the Lloyd''

1994, there are signs that rates American Trust Fund
may continue to rise for airlines However, within the trust funds
again this year, Lloyd's stated "thsre's a substantial amount now
Substantial airline and satellite of uncollected debt from mem-

66Be sure that you return it." losses in 1994 will affect both bers-who cannot pay, aren'l
1993 and 1994 aviation results willing to pay and have been liti

Despite the string of global gat.ng," said Mr Rowland
losses, Chairman David Rowland On balance sheet terms, this un-

If you're racing through this issue of Business Insurance because you and Chief Executive Peter Mid- collected debt can be counted as E

"borrowed" it from a colleague, you should have your own subscrip- dleton say the market will meet its "good asset," said the chairman
tion. Then you'll be first on the list. You can take as much time as you two solvency tests in August, "In real terms, like any othei

which are overseen by the British business, we have to look at thelike with all of Business Insurance's exclusive worldwide news of loss
Department of Trade and Indus- quality of that asset and come to E

prevention, risk financing and benefit management every week. try conrlusion about ltS collectibil

To subscribe, use the card in this issue The solvency margin for the en- ity "
tire market, in fact, has improved, Loyd's total net resources al

or Call 1 (800) 678-9595 Toll-Free. according to Mr Rowland the end of 1994 included £36 bil
Lloyd's net resources totaled lion ($5 65 billion) due from mem

Ask about our . £2767 billion ($4344 billion) at bers that has not yet beer
special 2096-off Subscriotion Rates in US. Dollars

*)r 1 year, 52 Issues. the end of 1994, compared with h- 'called," or demanded by th,
group subscription

Surface Mail By Air
abilities of £2108 billion ($33 1 market

rate for five or more billion), leaving a surplus of £6 59 Of that amount, £2 2 billior
subscriptions A USA $80 $175 Subscription Dept

billion ($10 35 billion) This is ($345 billion) is from deferrec
great way to save Canada/Mexico $100* $198* 965 E. Jefferson

nearly four times greater than the cas) calls on the closed 1991 anc
money And avoid All other countries Detroit, MI 48207

DTI's requirement, whereas the prer ious years of account, 1nclud-
pass-along problems by expedited air. $200 Outside the USA 1993 margin was only three times -ng accounts in runoff

*Pince mcludes Candian GST Call (313) 446-0450 greater than the DTI levels, said The reconstruction package, 11
Mr Rowland approved, would redress this situ

The 1 5 RO/. imnrnvernent in Qlir- Atinn
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Overhaul the future and enable the DTI to look favor- which £100 million ($160 million) will be Names Action Group "It is worthy of seri-
ably upon it " paid-up assets and another £200 million ous consideration "

($320 million) will be callable from mem- The board of one of the market's largest
:ontinued from page 1 Where the money comes from bers' funds when necessary without a mem- corporate members, London Insurance Mar-
dan, said Mr Rowland In order to finance this deficit and cap 11- ber vote ket Investment Trust PLC, also "welcomes

Members may indicate their feelings abilities into Equitas, Lloyd's proposes to The market also will need more capital, the initiative being taken by the Council of
ibout the plan at the market's annual gen- • Make settlement offers to litigating since many members are likely to resign Lloyd's to resolve the problems of the past
·ral meeting on Tuesday members Some £2 billion ($32 billion) of once they pay their reinsurance premiums and to maintain confidence in the Lloyd's
• Members would have to approve the unpaid losses will be written off as a debt to Equitas Although £8 billion ($128 bil- market

irinciples of the plan with a vote in Octo- credit Another £800 million ($18 billion) lion) of capital likely will remain-the mar- LIMIT regrets that corporate members
,er "It's up to each member to accept or re- will be raised, from agents errors & omis- ket's capital in 1995 stands at £10 2 billion will be required to make a contribution "to
ect these proposals that are being put for- sions underwriters and other parties in- ($16 12 billion)-Lloyd's hopes to boost that pay for Lloyd's past," which would reduce
vard," said Mr Rowland volved in litigation, to make cash settlement amount by easing current restrictions on investors' profits by at least £1 million ($1 6
The percentage of members required to offers corporate capital million) However, the investment trust rec-

ipprove the reconstruction plan has not To finance the £2 billion debt credit, This includes allowing corporate mem- ognizes that "it is in the interests of share-
)een determined Lloyd's will write off the £1 1 billion ($1 76 bers-including insurance companies-to holders that Lloyd's should have a profit-
• Equitas would have to be authorized by billion) that members owe the Central own managing agents and allowing corpo- able and securely based future "

he British Department of Trade and Indus- Fund rate syndicates to be created In effect, this The plan "sounds like a good response
ry no later than the spring of 1996 The re- Of the remainder £450 million ($720 mil- could transform Lloyd's mto a market of given where we are," said Peter S Christie,
nsurance company will have £15 9 billion lion) will come from a levy to be voted on by small insurance companies chairman and chief executive officer of bro-

$2544 billion) in assets to pay losses, ker Minet Group PLC "We have to get a
igainst liabilities of $15 6 billion ($29 96  solution pretty quick because the buyer is
)illion), giving it a £300 million ($480 mil- not going to maintain confidence" if the
ion) surplus problems persist

David Newt)igging, former chairman CEO "There is no doubt that the current events

)f Hong Kong-based Jardine Matheson have made clients ask more questions about
Coldings Ltd, last week was named chair-

W e're telling members that Lloyd's than they did in the past five
nan-designate of Equitas if they come to an agreement years," he said "We've not seen any

• Members would have to accept individ- about settlement in litigation, wholesale departure of business from the
ial settlement offers next spring to close Lloyd's market We see more concern about
1992 and prior years of account Into Equi- you are free of debt, free to the (strength) of each Lloyd's syndicate and
as resign from Lloyd's and we whether it will be there tomorrow "

This is designed to give members "final- . C "Policyholders should feel more comfort-
ty" from any more levies for old-year undertake never to chase you able" following the publication of Lloyd's

osses, though they will still be on the hook again for debt or plan, said Ken Carter, chairman of Lloyd's
o pay claims if Equitas should run out of
noney and close
Lloyd's Chief Executive Peter Middleton

1 consequences of membership.,
brokerage Lloyd Thompson Ltd The pack-
age shows "that there lS a way for an old

David Rowland Lloyd's and a new Lloyd's to be created "
iaid the reinsurer's projected assets and Many American policyholders will be
,urplus should allow itt to meet all future 11- concerned that their past liabilities are
ibilities paid But Equitas-which will pay those

• New capital has to be raised Lloyd's es- losses-will be a .mammoth company" and
imates the new market will have about £8  its accounts will be more transparent to
)illion ($12 8 billion) in capital, but the pollcyholders because lt W111 follow DTI
)lan hopes to attract additional capital by members in 1993, 1994, and 1995 that "We will have a much cleaned and sim- rules for all insurance companies, said Mr
asing restrictions on the entry of corporate would be offset by future payments to the pler society going forward," said Mr Row- Carter
:apital to Lloyd's Central Fund, £200 million ($320 million) land "No one underestimates that it's only a

"Let's be clear, there's pain and gain from from underwriting agents' profit commis- plan at the moment and lot more has to be

,his," Mr Rowland said last week "What sions in 1993 to 1995, which are expected to Market reaction to plan done before (members) vote next spring,"
we're seeking to do is bring about as fairly total £600 million ($960 million), and a £200 Most people involved m the market last added Mr Carter "But most chents are

is we can a resolution of our past history million to £250 million ($320 million to $400 week welcomed Lloyd's plan, but others positive "
Ne have to draw up funds Some people million) loan made against the Corporation were cautious about its implementation "We accept that Lloyd's lS facing serious
will benefit Others will suffer But each of Lloyd's assets. such as its building and And some loss-ridden members are al- solvency problems next year," added An-
,ection of our community has something to Lloyd's of London Press Ltd ready saying they will not support the pro- drew Campbell-Hart, managing director of
Zo for There are no glamorous assumptions "We're telling members that if they come posal Standard & Poor's Insurance Rating Ser-
)f salvation It's up to Lloyd's to solve its to an agreement about settlement in litiga- "Basically, we welcome the proposals," vices in London "The option of not making
*oblems " tion, you are free of debt, free to resign from said Mr Deeny of the Gooda Walker Action this change is untenable "

Closmg down the old Lloyd's by using the Lloyd's and we undertake never to chase Group and also chairman of the Litigating S&P will be examining the plan carefully
-unoff reinsurance company Equitas and you again for debt or consequences of mem- Names' Committee representing 25 action and publishing an opinion on it this week,
;tarting anew has been touted for some time bership," said Mr Rowland This means groups "We regard it as a victory for the Mr Campbell-Hart added But until the de-
n the market that "no levies will be made against the names and an essential development in se- tails are worked out, it is "very difficult

Indeed, David Springbett, former execu- membership in the future for the past " curing a solvent future for Lloyd's It was to answer" whether policyholders will
ive of Lloyd's broker PWS Holdings PLC, But, members should be aware that what important that they came up with a plan to continue to place business at Lloyd's, he
was one of the first to suggest a similar idea Lloyd's lS offermg 15 "reinsurance of their address the temble losses that we have suf- noted
n 1993 (BI, Aug 30, 1993) liabilities, not absolution" from the policies fered through appalling negligence and

Originally, the Equitas prolect was set up they underwrote, he cautioned gross regulatory failure " Some remain opposed
.o run-off members pre-1986 liabilities • Release an estimated £2 billion ($3 2 But, Mr Deeny added, the 48-page docu- A few members, however, warn that not
rhen Prolect Director Heidi Hutter set up a bilhon) m expected profits from the 1993, ment is Just a plan and months of negotia- everyone will support Lloyd's proposals
:ommittee to look at closing all 1992 and 1994 and 1995 years of accounts tions are still ahead "It is not a settlement Reading the plan "made me feel sick," one
Drior years of account into the reinsurer (BI, Members have already borrowed on the offer And until we get a legally binding, complained "It won't be good for any-
ug 29,1994) 1993 and 1994 profits to cover debt, so this concrete offer, action group by action body "

The move to expand Equitas followed the lS expected to generate finances of £800 group, then litigation will continue for the Members would still be still liable to pay
-election by members early last year of the million ($1 28 billion) time being " hefty sums into Equitas and, if the reinsurer
narket's £900 million ($1 44 billion) settle- The release could occur if the market There is a question, too, about how any fails, they are still on the hook for the
nent offer Members complained the moves to one-year accounting from three- damage judgments would be treated under losses, the member said
amount was too low and also that the offer year accounting which is proposed for the the Lloyd's settlement and whether mem- Of the £28 billion offer, £2 billion is a
ildn't provide a cap against future habih- new Lloyd's bers who are rewarded sums in court before debt credit and "members are never going
.ies • Anticipate that £600 million ($960 mil- next spring must give them up under the to see a penny of that," argued Christopher

Lloyd's reconstruction plan offers the hon) will come from members who volun- plan Gooda Walker members in particular Stockwell, chairman of the Lloyd's Names
17,000 litigating members £2 8 billion tarily pay their claims already have won a £210 million ($336 mil- Assns Working Party
$448 billion) and a form of cap on future • Draw down £1 5 billion ($24 bilhon) of lion) interim award, though payment was And all the money has to go back into Eq-
iabilities the £52 billion ($832 bilhon) in members' frozen, which is being appealed uitas anyway, which under the weight of

But the offer provides even more to all deposits held at Lloyd's Though the members are pleased by the claims could collapse in five years leaving
34,000 members of Lloyd's, said Mr Row- Subtracted from the total package is £200 size of the £28 billion settlement offer and members to pay all the debts, said Mr
and "We're seeking to bring about finality million ($320 billion) that some members the proposed cap on their liabilities, some Stockwell "Nothing (in the proposals) re-
n the affairs of all members of the society will receive and be able to put in their own are not happy about the size of the £200 duces uncertainty and if anything accentu-
n the years 1992 and earlier," he said Not bank rather than in Equitas That leaves million contribution from agents ates it "

lust litigating members but every member £400 million ($640 billion) that members The agents' contribution is "inadequate," Members will be asked to pay £1 5 billion
)n open syndicates "wants to know where will still owe Equitas, but it will be can- said Christopher Messer, chairman of the ($24 billion) in cash calls m July, but there
tte or she stands " celed out as a credit and debit on the rein- Janson Green Action Group and the Long- will be no incentive to pay since Lloyd's

Lloyd's projects that at the end of 1995, surer's balance sheet tall Chairmen's Group will be wnting off bad debt, said Mr Stock-
members will owe the market £59 billion Lloyd's reconstruction plan also outlines Considering the billions of pounds agents well That means the market could face a
$$944 billion), said Mr Rowland That in- changes in the market's U S security ar- have made in the past, "they should con- cash flow crisis this summer, he said
iludes £1 1 billion ($1 76 billion) that mem- rangements (see story, page 1) tribute more," agreed Mr Deeny Former Lloyd's underwriting agency ex-
Ders owe the Central Fund for unpaid losses All this reinforces the "firebreak" be- Other members also .would like to see ecutive John Donner took out a full page ad
up to year-end 1994, £900 milhon ($1 44 bil- tween Lloyd's past liabilities and its future, compensation from syndicate auditors and in The Times of London last week urging
hon) of unpaid cash calls, £2 billion ($3 2 said Mr Rowland brokers or be allowed to sue these entities members not to accept the offer
billion) in losses that have been declared Going forward, Lloyd's will need a new separately ' ' Do not let Lloyd's get away without pay-
but members have not yet been called to Central Fund to underpin the security of the However, "we welcome the proposal," ing names a just and fair compensation
pay, and £1 9 billion ($3 04 billion) for Eq- new Lloyd's policy, he said The new fund said Alan Porter, chairman of the Cuthbert Help ensure that Lloyd's is properly re-
uitas reserves to give itt "good security for will total £300 million ($480 million), of Heath Names Assn and the Devonshire formed and regulated," the ad read
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* Getting Back on Track
Parliamentary committee backs
external regulation of Lloyd's
By STACY SHAPIRO

LONDON-External regulation
of Lloyd's of London-as called for
last week by a committee of Parlia-
ment-would strengthen the mar-
ket's latest reform package by re-
storing members' confidence, say
committee members.

Lloyd's executives respond that
adjusting to a new regulatory re-
gime would distract them from their
efforts to restore the market to prof-
itability.

And, some members warn that the
criticisms of the market's regulation
in the report could reduce support
for the market's new settlement and

restructuring.
A House of Commons Treasury

and Civil Service Committee report
issued last week strongly criticized
Lloyd's system of self-regulation.
The 39-page report, which is part of
the committee's investigation of fi-
nancial services regulation in the
United Kingdom, follows hearings
held earlier this year (BI, Feb. 13).

"There is validity in the claims of
names that Lloyd's has failed in its
regulatory obligations toward the
members of the society in the past,"
the report concludes.

In particular, the Council of
Lloyd's in the mid-1980s failed to
provide potential members with in-
formation on long-tail asbestos lia-
bility losses, which could have per-
suaded some not to join, the com-
mittee report says. Lloyd's should
have ensured that whatever infor-
mation was available on those risks
was disclosed to members.

"There is considerable evidence to

suggest that there was knowledge
within the market that the long-tail
losses existed, and that names join-
ing the market from the mid-1980s
onward were not given full informa-
tion on the nature of the risks they
were underwriting," the report says.

The committee also criticizes

Lloyd's current head of regulation,
Sir Alan Hardcastle, for not investi-
gating members' allegations of "con-
cealment" of losses and charges the
regulator with "drawing a veil" over
the members' allegations.

Lloyd's last week said that Sir
Alan has told Freshfields, the law
firm that advises Lloyd's,"to carry
out a careful and thnrough investi-
gation of the position to see whether
there should be an inquiry."

The House committee also criti-

cized Lloyd's for a lapse in regula-
tion when the London market ex-

cess-of-loss spiral developed, caus-
ing huge losses and ultimate ruin for
many members.

"It appears that Lloyd's either
had no sense of the aberrant market

that was developing under its roof,
or simply failed to d6 anything
about it," the report says. At the
time, the committee concluded, a
lack of professionalism amongst
agents and underwriters contributed
directly to Ll\(IX losses. "More rigor-
ous regulation might have prevented
the abuses of the LMX spiral devel-
oping in the ectreme way that they
did."

The report also indicated that the
committee, made up of 11 Membens
of Parliament, has little confidence
in the market's cum!nt system of
self-regulation.

Much has improved since 1993,
when Lloyd's developed separate
Market and Regulatory Boards an-
swering to the Council to keep man-
agement of the market separate
from regulation, the committee
notes.

Still, the committee said, "the
Regulatory Board is somewhat ham-
strung in the exercise of its powers."

Lloyd's is trying "to get it right,
but it has a long way to go," said
MP Mike O'Brien, a committee
member. He said he is not satisfied

that Lloyd's current regulation is
adequate to restore confidence
among investors.

A separation between Lloyd's
Market Board, headed by Chairman
David Rowland, and its Regulatory
Board, headed by Sir Alan, is not
evident, particularly when Mr. Row-
land seemed to answer on behalf of

Sir Alan during committee hearings,
noted Mr. O'Brien.

The committee also criticized

Lloyd's members, noting that they
had "double standards" by criticiz-
ing Lloyd's regulation when times
were bad, but not when times were
good and the members made profits.

Lloyd's members were "seduced
by snobbery and greed" to join the
market, said MP Dianne Abbott, an-
other member of the committee.

"If a higher degree of interest had
been demonstrated by names at the
point of membership, some of the
personal tragedies might well have
been avoided," the report says.

The House of Commons commit-

tee is unanimous that Lloyd's must
be subject to external regulation.

"Until independent and external
regulation is put in place, the confi-
dence of the members of Lloyd's-
and to a lesser extent the policy-
holders-in the regulatory regime
will not be achieved; this is an im-
portant argument in favor of exter-
nal regulation," the report states.

The report calls for legislation to
be introduced as soon as possible in
order that it may become law
within the next two years, though
Lloyd's executives and the British
Department of Trade and Indus-
try-which regulates the market-
had testified that this would be an

inappropriate time frame in which
to overhaul Lloyd's regulations.

"In an institution such as Lloyd's,
there is never a 'right time' to pro-
pose changes to its structures as
there are always other preoccupa-
tions, most recently the very sur-
vival of the market itself," the re-
port says.

Hospitals
Continued from page 1
over the program take place in a sin-
gle lawsuit.

Farmers had argued that it could
not be subject to RICO because the
anti-racketeering law could be ap-
plied only to an "enterprise" and the
hospital pool was only an "inanimate
object."

Judge Shubb rejected that argu-
ment, finding that the program ex-
hibited "suffident vitality as evi-
denced by its complex and dynamic
interrelationships, to constitute an
enterprise."

The hospitals' 1994 lawsuit seeks
to recover more than $50 million
from Los Angeles-based Farmers for
alleged misappropriation and mis-
management of an $800 million trust
account. Farmers had administered

the hospitals' self-insurance fund
since the 1970s, when the hospital
industry started the malpractice
pooling arrangement.

In their complaint, the hospitals
charge that Farmers misused, rnisal-
located and misappropriated money
from the self-inmirance trust's Dre-

The committee members, particu-
larly Chairman Sir Thomas Arnold
and Giles Radice, also say that ex-
temal regulation is an "essential
component to reform Lloyd's" and
will complement the implementa-
tion of Lloyd's rescue package,

How'ever, the committee members
are divided on how external regula-
tion should be structured.

Four MPs-all members of the

majority Conservative Party-ree-
ommend legislation that would cre-
ate a separate Self-Regulating Of-
fice that would report to the U.K.
Securities and Investment Board.

SROs already exist for other finan-
cial services industries, such as
banking and life insurance.

But the majority of the commit-
tee's 11 members favors changes to
Lloyd's Act that would permit the
market to be overseen by an inde-
pendent regulator answerable to the
Treasury Department.

The committee also recommends

an independent inquiry into Lloyd's
massive losses, and mandatory pro-
fessional liability insurance for
agents. preferably written outside
the market.

Christopher Stockwell, chairman
of the Lloyd's Names Assm. Working
Party, welcomed the calls for an ex-
ternal regulator and an external in-
qUiry

The House committee "is clearly
confirming that there was inade-
quate dissemination of information
in the early '805 and they're accept-
ing many of the accusations by
names that there was gross misrep-
resentation over the quality of regu-
lation, degree of protection, extent
of reserving and the nature of liabil-
ity," said Mr. Stockwell, who gave
testimony to the committee.

The report could spur those who
are already considering rejecting
Lloyd's rescue package to do so, ac-
cording to Mr. Stockwell. "The re-
port will confirm for a great many
names that they are the victims of a
regulatory failure."

As for whether members were

partially responsible for their down-
fall, he said: 'They may have been
seduced by snobbery and greed, but
they were (ruined) by incompetence
and mismanagement and misrepre-
sentation." =gl

mium fund. "In their management of
the $800 million self-insurance pro-
gram, defendants have expropriated
hospital assets, have maintained
wildly in]flat:ed loss reserves and
have mismanaged hospital assets
through a pattern of self-dealing
iansactions," the suit asserts.

And "defendants have actively
concealed their abuses through a de-
cade-long practice of submitting
false accountings to the hospitals,"
the suit adds.

Beginning in 1973, the program
provided participating hospitals with
up to $100,000 in primary occur-
mnce-based liability protection.

Premiums were calculated retroac-

tively based on the combined loss
experience of all participants.

Under its contract, Farmers agreed
to administer claims against the hos-
pitals, advise the hospitals on risk
prevention, account for hospital as-
sets placed in the trust and return to
participants advances not reasonably
expended in the operation of the
program, according to court papers.

Due to the often lengthy"tail" be-
tween covered occurrer.ces and paid
losses, Farmers held several hundred
million dollars of hosDital assets in

Updates

Texas rollback bill advances
Continued from page 2
insurance to a list ofcasually coverages with forced rate cuts and
changed the deadline for action by the state's insurance commissioner
to Oct. 1 from Nov. 1. The House is expected to approve the Senate
changes and Gov. George W. Bush is expected to sign the bill.

The bill also calls for rate reductions in medical malpractice, product
liability, pollution liability, commercial and personal lines auto liabil-
ity, personal advertising injury and owners and contractors liability.

Rep. Mark Stiles, D-Beaumont, the measure's original sponsor, has
said he hopes the bill saves Texas buyers $1 billion next year.

The legislation would require rate hearings and would give Insur-
ance Commissioner Elton Bomer the authority to determine specific
rate reductions. Under the legislation, if the cornmissioner doesn't take
action, the law would force cuts ranging from 5% to 30% on coverage
written after Jan. 1.

Insurers would have the right to contest the reductions, but cuts
would remain in effect during the appeal.

The legislation grew from debate that insurers took too long to lower
rates after the overhaul of the state's workers comp system. But insur-
ers say it will take time for savings from tort reforms to appear.

"When frequency and cost of losses go down, insurers respond by
lowering rates," said Rick Gentry, regional vp in the Insurance Infor-
mation Institute's Austin, Texas, office. He pointed out that workers
comp rates in Texas have fallen as a result of reforms.

Briefly noted
U.S. Bankruptcy Judge Arthur J. Spector in Bay City, Mich., last

week refused a request by Dow Coming Corp. to freeze lawsuits
against its parent companies, allowing plaintiffs in the massive silicone
breast implant litigation to pierce the corporate veil. Plaintiffs attor-
neys began amending their lawsuits to name Dow Chemical Co and

Coming Inc. after Dow Coming filed for protection earlier this month
(BI, May 22)... .General Mills Inc. will not say whether its insurance
will apply to a $10 million settlement, to be paid in breakfast cereal
coupons, of a lawsuit over the alleged contamination of boxes of Chee-
rios. General Mills does have product tampering coverage to cover
some of its costs (BI, July 11, 1994).. . .The U.S. Supreme Court has
agreed to decide whether state tort law or admiralty law should apply
to certain suits over recreational boat accidents. Yamaha Motor Com.
us. Calhoun stems from a wrongful death suit unit by the pamnts of a
child killed when the Yamaha craft she was using collided with an an-
chored vessel....The budget resolution the Senate passed last week
would result in $256 bilJion in Medicare savings by the year 2002, $32
billion less than the Medicare savings projected in a House budget bill
(BI, May 15). Differences will have to be resolved in conference, which
is expected early next month... .Vermont legislators will try again in
January to move a bill that would give the state oversight of the Na-
tional Assn. of Insurance Commissioners out of conference committee.

Though the bill has the support of both legislative houses and Gov.
Howard Dean, the 1995 session ended without a joint bill being sent
back to the floor....The former president of Action Stamng Inc.,an
employee leasing firm that sponsored a now-defunct multiple employer
welfare arrangement, has been barred for life from serving any em-
ployee ben€St plan governed by federal law. Lawrence Jones agreed to
the order without admitting or denying U.S. Labor Department
charges mlated to the Tampa, Fla.-based MEWA which left $3.5 mil-
lion in unpaid claims (BI, April 13, 1992). . . .American International
Group Inc. has elected thme new executive vps. Evan G. Greenberg,
president of American International Underwriters and son of Chair-
man Maurice R. Greenberg; Robert M. Sandler, senior casualty actuary
and senior claims ofticer; and Howard I. Smith, comptroller....Michael
E. Gallagher has been named chairman, president and chief executive
officer of Health Net, the largest unit of Health Systems International.

trust, with fiduciary obligations to
adjust claims properly and efficiently
and to charge only legitimate ex-
penses to the hospitals.

In the fall of 1984, the California
Hospital Assn. notified Farmers that
it was terminating the program.

Because CHA's action ended pro
gram liability coverages effective
Dec. 31, 1984, more than 300 pro-
gram hospitals purchased a standard
insurance policy ftom Farmers to
provide primag liability coverage ef-
fective Jan. 1, 1985.

But in calculating the premiums
for the new policies, Farmers
charged to the hospitals' fund losses
that were expressly assumed by the
insurer under the new policies, the
lawsuit charges.

In addition, the hospitals' suit al-
leges that Farmers charged excessive
expenses to the program, wasting
program assets and "otherwise
breaching their fiduciary and con-
tractual obligations to the hospitals."

The alleged rnismanagement and
overcharges cost the hospitals at
least $50 million in unretumed pre-
rniums, the suit estimates.

The hospitals' request for class ac-
tion status and for mithoritv to ni ir-

sue the RICO claims had been pend-
ing for about a year. The court had
delayed its ruling until a 9th U.S.
Circuit Court of Appeals ruling ear-
her this year. In that case, Merchants
Home Detive?y Service Inc. us. Reli-
ance Group Holdings Inc.,the court
held that McCarran-Ferguson Act
does not automatically exempt insur-
ance companies from lawsuits under
federal statutes such as RICO (BI,
April 10).

In a statement, Farmers down-
played the significance of the May
15 rulings but would not comment
on them further. "Judge Shubb has
issued two basic procedural mlings,"
the company said. "Neither of these
rulings deals with the merits of the
case. Farmers is anxious for the op-
portunity to prove that the plaintiffs'
allegations are without merit. We are
confident that Farmers will defeat

this action and will maintain its ex-

cellent reputation of service to Cali-
fornia health care providers."

.

Loma Linda University Medical Cen-
ter Inc. et al, us. Farmen Group
Inc., No. CIV-S-94-0681-WBS\JFM,
U.S. District Court for the Eastern
INftn'rt nfrnlifnrnin Mni, 15 7005
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Tully and William Popejoy, Orange Coun- the iudge wrote
For the Record ty's chief executive officer Mr MENeill's discrimination claim repre- Bi Insurance Index

Orange County has sued Mernll Lynch sented "a blatant attempt to extort addi-
over its dealings with the investment pool, tional money from the defendant under the

1040
seeking as much as $3 billion in damages guise of the ADA," Judge Kent added

IBIA withdraws cover Merrill Lynch continues to "vigorously The decision is not being appealed, ac- 1,020

Ir Orange County bond contest" the suit, according to a company cording to Mr MeNeill's attorney, J
spokesrnan Michael Fieglein of Hosey, Presnall, Hosey

SANTA ANA, Calif -Bankrupt Orange "We are increasingly confident of our le- & Fieglein of Galveston 980 
,unty, Calif, suffered a ma}or blow last gal position," the Merrill Lynch spokesman Railroad defense attorney Douglas W

960•ek to its effort to repay participants in its added Poole of Galveston said, "It is common as

tled investment pool when bond insurer dirt for a (formerly inlured) railroad em- 940 Il
BIA Inc withdrew its pledge to insure a Judge rejects ADA claim ployee dissatisfied with his FELA verdict to
75 million recovery bond issue try and come back to work for you " 920 I

Citing Orange County's plan to restruc- filed by disabled worker After receiving the FELA court verdict, a
re the bond issue to a more risky format, GALVESTON, Texas-A railway worker worker typically lodges his request with the

900 

monk, N Y -based MBIA last Monday who received a $305,000 Jury award for an special oversight board, said Mr Poole of
cked off an earlier agreement to insure allegedly career-ending back injury-and McLeod, Alexander, Powel & Apffel 860
e bonds then sought reinstatement eight days lat- "Now they try for a third bite at the apple 1

Orange County originally said its 30-year er-is barred from suing his former em- by suing under the ADA," he said 4/7 4n4 4/21 4/28 5/5 Sn2 5/19 5/26

,nd issue would hold super-priority re- ployer under the Americans with Disabill- MeNellt vs Atchison, Topeka and Santa Base==100 on Dec 25.1978
yment status over all other debt and that ties Act for refusing to rehire him Fe Radway Co, Disctnct Court for the _ Source Nordby international Inc
e bonds would be backed by state motor Timothy MeNeill filed a lawsuit seeking Southern Distnct of Texas, No G-94-480
hicle fees damages for his 1988 injury under the Fed- Catastrophe insurance option call spreads

7

But, last week the county said it would in- eral Employers' Liability Act and obtamed Nationwide seeks review As 01 May 26

Bad issue certificates of participation, a Jury verdict in 1992 that included Call Price Rate Call PnCE Rate

hich carry a greater risk factor than the $125,000 for loss of future wages The of recent redlining ruling spread bid/ask on line spread b d/a on line
% %

,nds because the COPs are backed by lease worker and his treating doctors testified at COLUMBUS, Ohio--Nationwide Mutual Eastern September 1995 Western Annual 1995

iyments appropriated by the county the trial that his injuries prevented him Insurance Co will ask a federal appeals 45/65 6/7 5 30/375 20/30 -/- -1-

50/70 5 4/5 9 27/29 5 30/40 03/1 B 3/18

COPs, because they are riskier, are more from working again court to reconsider its decision that the
60/80 4/55 20/27 5 30/50 05/25 25/125

pensive to insure, carry higher interest Eight days after receiving the verdict, Mr business of insurance is covered under the 100c 85/12 85/12 50AO 06/1 8 3/9

tes and allow local governments to walk MeNeill sought reinstatement with the federal Fair Housing Act 150c 4/5 8/10 60/80 03/35 1 5/175

vay from their obligations under certain Atchison, Topeka & Santa Fe Railway Co AUS district court had ruled earlier that Total volume 32 Total open interest 2,301

rcumstances The Chicago-based railroad refused to re- the Department of Housing and Urban De- For quotes, call the C 3OT trading floor at 312 341-3342 For

MBIA will not back the COPs because hire him That refusal was upheld by a spe- velopment had the power to regulate prop- general information tall 312-435-3674

hey would contain security features that cial board that oversees railroad disputes erty insurance underwriting to prevent
Source Chicago Board il Trade

ffer from the original deal, making (Or- He later filed a discrimination complaint redlining, the illegal denial or restriction of
ige County) not eligible for MBIA insur- with the Equal Employment Opportunity access to insurance on the basis of race British issues
ice MBIA will not insure any COP financ- Commission and subsequently filed a law- Nationwide Mutual and Nationwide Mu- May 25 Price P/E Div Yield 1 week

g from an issuer that has demonstrated a suit in federal court, though both actions vi- tual Fire Insurance Co appealed the deci- Companies pence pence % high-low
ck of willingness to pay its obligations," olated statutes of limitations, according to a mon, arguing that the McCarran-Ferguson Comml Union 603 121 330 55 603-582

id Nell Budnick, senior vp recent ruling by U S District Court Judge Act pre-empts the fair housing law as it re- GenI Accident 610 90 363 €0 610-588

Under the previously announced issue Samuel B Kent in Galveston lates to regulation of insurance Gdn Royal Exch 203 N/M 10 3 El 203-196

II, May 22), Orange County would have Apart from the time limits, Judge Kent In a 2-1 ruling, a panel of the 6th U S Independent 287 79 119 41 287-286

Royal 328 62 150 46 329-321

;ed the proceeds to help repay some 200 said he was "seriously disturbed by the ob- Circuit Court of Appeals in Cincinnati re- Sun Alliance 351 11 8 19 7 E6 352-348

ties, school districts and other government vious bad faith exhibited by the plaintiff jected that argument earlier this month Brokers
tencies 80 to 90 cents on the dollar on their and his counsel " Nationwide has until mid-June to file for

Bradstock 82 92 71 E6 82-82

iginal investments "Looking solely at the facts, this court is reconsideration, which the insurer has Fenchurch 150 10 5 10 0 67 155-150 
Meanwhile, Orange County opened talks astonished by the audacity of the plaintiff pledged to do CE Heath 245 122' 200* 62 245-245

ith Merrill Lynch & Co to discuss a possi- in asserting that he was 'rehabilitated' from The Bth Circuit's decision is the second of JIB Group 129 112 94 73 129-127

e settlement of the county's claim that the a 'permanent disability' within eight days," its kind in two years In 1993, the 7th U S Lloyd Thrnpson 175 122 98 56 175-165
Lowndes Lmbrt 166 9 7' 10 4' 63 166-166

-okerage promoted the risky investment the district court Judge said in his 10-page Circuit Court of Appeals upheld HUD's Nelson Hurst 147 114 83 56 147-146

rategy that led to $1 7 billion in losses in opinion power to address allegedly discriminatory PWS Holdings 18 N/M 08 44 18-18

ie county's investment pool "Indeed, absent a representation of out- insurance practices SedgwickGrp 154 140 81 53 154-152

Neither New York-based Mernll Lynch right Divine Intervention, which has not Nationwide Mutuat Insurance Co us Steel Brl Jones 100 118 113 113 100--100

)r Orange County will comment on the been proffered, this court is left with an un- Czsneros, No 94-3296, U S 6th Circugt Willisqorrpgn 169 NUM__83 49 169-162

eeting between Mernll Chairman Daniel comfortable inference of outright fraud," Court of Appeals, May 1 mm , Source_Rillp Olsel,London __ * Estimed 1994 183A

Bi Industry Stock Report MAY 22,1995, THROUGH MAY 26, 1995

Weekly Year to date Annual Mkt./Bk Weeky Year to date Annual Mkt/Bk

BROKERS Pnce 96 change % change High Low Vol (900) $ Div 96 Yield P/E Book value value Pnce % change % change High Low Vol (000) $ Bv % yield P/E Book value value

Acordia inc NYS 3050 -0.41 896 3450 2463 17 0.72 2.36 15 13.24 2 30 NAC Re Corp NDQ 29.50 328 1194 3525 2425 17 116 054 14 1175 149

Alexander & Alexander NYS 2475 14g 3378 26.44 1550 719 010 040 13 608 407 National Re Corp NYS 3100 122 18.10 31.88 22.25 113 )16 052 18 1131 179 |

E W Blanch Holdings Inc NYS 1813 -068 1212 2300 1750 272 0 40 2 21 15 455 398 Navigators Group NOO 13.38 2.73 776 1975 1275 65 1 00 000 17 1(121 131 |

Gallagher Aithur J & Co NYS 3538 1.07 1055 36.38 29 00 19 100 283 16 648 546 Nobel Insurance Ltd NOQ 950 066 15.15 963 763 62 120 211 4 E.84 139 1'

Hilb Rogal & Hamilton NYS 1238 206 2.06 1275 10 50 59 056 453 15 4.72 262 Ohio Casualty Corp NDQ 30.25 254 7.08 3425 2650 689 1 52 5 02 11 24.68 123 ,

Marsh & McLennan NYS 79.13 2 76 -0.16 8875 71 25 537 290 367 15 1940 4 08 Old Republic Int I NYS 2538 -098 1941 2625 1888 415 148 189 10 )_60 103

Poe & Brown NDQ 24.00 2.13 1034 24 25 1900 202 048 200 16 4.49 5 35 0.on Capital Corp NYS 38.50 1 91 9.22 3975 2813 53 180 208 9 25.86 1.49

BROKERS AVERAGE 08 51 26 11 Panner Re Holdings Ltd NDO 22.50 164 843 2525 1850 456 ) 40 1.78 7 NA NA

Penn America Group Inc NDQ 913 580 2373 9.75 650 83 112 132 10 E 21 1.47

INSURERS/REINSURERS Philadelphia Cons Holding NDQ 14.00 1.75 1429 14 25 9.50 60 ) 00 000 14 E 43 166

ACE Ltd NYS 24 75 0 51 588 27.50 20 75 566 056 226 11 22.45 110 Phoenix RE Corp NDO 2150 171 2389 29 25 21 00 457 360 279 4 2:86 0.94

Acceptance Insurance Cos NYS 1363 917 9.17 1800 1238 87 000 000 8 983 139 Prov,dent Life NYS 24.13 493 10.92 2988 2050 90 372 298 11 2- 09 0.89

AEGON N V NYS 8050 715 26.77 80 50 5100 26 9.08 11.28 12 4384 184 Reliance Group Holdings NYS 625 204 20.48 675 4.88 591 132 5.12 10 :48 1.80

Aetna Life & Casualty NYS 5900 -0 21 25.20 6075 4225 1885 276 468 11 57 21 1.03
Relwastar Financial Corp NYS 3663 103 2629 3675 2700 406 1 00 2 73 11 2.81 148

, A,Polp& Casualty
NYS 43.25 7.45 35.16 43 25 31 63 886 0.52 120 14 57.21 076 RUCOIP NYS 25.25 1 OC 23.17 25.75 1988 97 364 253 10 2C 51 123

NDQ 2800 000 13.13 31.00 2200 82 0.68 2.43 6 2343 120 St Paul Companies NYS 4950 1 54 1061 5188 38.44 996 160 323 9 3 88 155

NYS 2063 -060 2222 21 00 14 25 209 0.16 078 9 1945 106 SAFECO Corp NDQ 5675 -087 913 59 75 46 75 829 2.12 374 12 4t 94 1.21

Ane,al
NYS 30.00 084 26.32 31 63 22 63 1602 078 260 10 1960 153 SCOR U S Corp NYS 9.00 141 746 12.25 750 18 J 20 222 16 1 60 0.66

NYS 3363 151 1903 3425 2563 1197 124 369 13 203g 165 Selbels Bruce Group NOQ 1.13 125C 55.00 350 0.75 157 000 000 1 05 107 /

American Heritage L,le Ins NYS 19.13 699 0.66 1975 16 25 80 068 356 10 1242 154 Selective Ins Group NDQ 29.25 1.74 1584 3000 2325 176 1.12 383 9 2 36 125

American Indemnity/Fin I NDQ 1025 4 65 123 1275 1000 7 0.28 2.73 3 1592 064 Sphere Drake Holdings NYS 1588 079 1441 17.00 10.75 96 0.16 1 01 8 1-15 121 
American International NYS 11263 090 14.92 11688 8638 2)71 046 041 16 4975 2 26 TIG Holdings NYS 2338 054 2467 23.63 1700 733 020 086 21 1- 25 1.36

Amencan Re Corp NYS 3800 100 17 83 39.88 2525 391 032 084 15 1685 226 Titan Holdings Inc NYS 10.63 2 30 8.97 1084 7.38 52 024 226 8 931 114

Aon Corp NYS 3650 069 1406 38.00 2925 538 136 373 11 21 96 166 Tok,o Marine & Fire NDQ 5900 261 288 6600 4988 5 044 075 5 72 102 '

Argonaut Group NDQ 30.00 0.00 6.19 31 25 26 75 23 132 440 10 29.80 1 01 Torchmark Corp NYS 3913 -032 1341 44.50 32.38 708 1.12 2.86 11 1 49 224

AVEMCO Corp NYS 1700 2.16 10 57 1825 1338 28 044 259 13 630 270 Transallantic Holdings NYS 64.38 138 1521 6550 4775 62 040 062 13 3'43 1.99

Baldwin & Lyons Inc NOQ 1575 000 678 1763 1400 1 032 203 12 13 56 116 Tiansnational Re Corp NDQ 19.75 000 1596 25.50 18 75 336 0.00 000 6 4A NA

Berkley WA Corp NDQ 36.88 -067 1.67 4200 3250 59 048 1 30 20 36.47 101 Travelers Corp NYS 4188 -059 2934 4400 3038 4328 0 80 191 11 2/26 173

Berkshire Hathaway Inc NYS 2285000 044 1201 2520000 1610000 0 000 000 54 9157 79 250 Trenwick Group Inc NDQ 4375 086 3.24 45 75 36.00 30 1.12 2.56 11 2320 1 SO

Capital RE Corporation NYS 2450 208 1050 27.38 1988 42 020 082 9 2148 1 14 United Fie & Casualty N[)Q 27.00 -0.92 241 2981 2600 0 080 296 8 2396 093

Capsure Holdings Corp NYS 1413 000 3.42 16.13 12.13 40 0.00 000 14 13.72 103 UnR"' NDO 4950 1 54 1512 51.50 38 50 345 200 404 15 3364 1.28

Chubb Corp NYS 8225 -030 630 8525 6863 1171 1.96 2.38 12 48.40 17C UNUM Corp NYS 41.75 3.73 1060 50.00 35.13 1839 106 254 22 2- 78 150

CIGNA Corp NYS 7450 223 1709 76.38 59 00 892 304 408 7 8098 0 92 US Facilities Corp NDQ 1475 16r 4750 1538 9.13 208 0.20 136 10 1107 133

CNA Financial Corp NYS 84.25 2.12 2987 84.25 60 00 65 000 000 20 73.83 114 USF&G Corp NYS 1625 0 78 2037 1725 12.13 1555 0.20 1.23 7 1104 162

Continental Corp NYS 1988 000 4 61 20.13 1200 0 000 000 2 2969 067 USLIFE Corp NYS 3863 232 10.75 3925 3088 117 1.32 342 9 40.82 095

EMC Insurance Group Inc NOQ 11.13 595 1711 11.25 850 44 052 467 8 10 77 NA Washington National NYS 2000 063 526 23.13 1775 40 108 540 8 2361 085 1

i Emphesys Financial Gr Inc NYS 24 63 1.50 2244 39.50 23 50 905 060 244 6 NA NA
Zenith National Ins NYS 21 50 238 549 2738 1938 76 1.00 465 11 1'54 123

EXEL Ltd NYS 47.00 0 53 18.99 4750 3600 586 1 32 281 21 31.62 149 Zunch Reinsurance Centr NYS 30.00 12' 390 3088 2500 14 0.00 000 41 22.26 135

Fremont General Corp NYS 2538 -0.49 8.56 2550 17.16 304 080 315 8 2290 111 INSURERSJREINSURERS AVERAGE 10 108 24 111

Frontier Insurance Group NYS 24 63 103 1257 37 50 16 75 55 048 195 19 1494 16E

1 Gainsco Inc ASE 10.13 0.00 2273 1100 7.25 98 004 040 14 379 26; HEALTH MAINTENANCE ORGANIZATIONS

General RE Corp NYS 13250 144 729 13688 10450 785 1.96 1.48 15 57.17 232 FHP International NOQ 2263 402 12.14 3100 1950 1161 0.00 000 12 1222 1.85

. Guaranty National Corp NYS 1700 149 748 1850 1463 154 048 282 9 11.84 144 Humana Inc NYS 2088 060 7.73 27.13 1588 4215 000 000 17 5.04 346

Harteysville Group NDQ 24 50 103 103 2650 1975 33 068 278 10 2018 1 21 Paciticare Health Sys N[)Q 6575 605 096 79.50 44 25 249 0.00 000 21 1421 463

Hartford Steam Boiler NYS 44.13 086 1066 4738 3588 115 220 499 17 1462 3 02 Safeguard Health Enter NDO 1025 000 1081 1463 8.25 1 0.00 0.00 68 516 1.66

' HCC Insurance Holdings N[)Q 2375 270 13.10 2575 1775 45 000 000 14 10.75 2 2 Sierra Health Ser,ices NYS 2638 876 1660 3363 21.25 335 000 000 15 304 437

Horne Holdings Inc NYS 1000 256 667 1450 300 67 000 000 1 22.36 045 United Healthcare Corp NYS 36.13 -4 62 1994 5538 34.13 10824 003 008 21 557 550

ITT (Hartford Group) NYS 10950 069 2355 11450 7700 1247 1 98 1 81 14 49.95 2.19 U S Healthcare NDQ 3088 249 25.15 4900 2650 9342 100 324 13 504 6.13

Lincoln National NYS 4375 204 2500 4438 3463 595 172 393 14 31 99 13; Wellpoint Health Networks NYS 2850 256 215 3900 2425 253 0.00 000 13 1273 2.24

Markel Corp NDQ 55.50 2 78 3373 5625 3900 58 000 000 16 25.15 22 HMOs AVERAGE 13 90 04 20

Mid Ocean Lid NDQ 2800 1 75 275 3050 2225 441 1.00 357 11 20.24 1.38 ALL COMPANIES AVERAGE 12 23 25 14

Mutual Risk Mgmt Ltd NYS 3363 980 28.10 3400 2113 236 032 095 18 911 3.69

Top advancing issues. Selbels Bruce Group, Mutual Risk Mgmt Ltd., Sierra Health Services Leading decliners· Acceptance Insurance Cos., Provident Life, American Indemnity/Fin'I. Most active issue. United Healthcare Corp The Bl Index fell,01%, the
Dow Jones 30 In®-strials rose 0 6%, the S&P 500 increas/ 091§ ind the NYSE Composite r«maild steldy
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