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update
Pinnacle loses bid to block

suit by Mentor's liquidators
HAMILTON, Bermuda-Ber-

muda Supreme Court Judge Gerald
Collett last week threw out Pinna-

cle Reinsurance Co. Ltd.'s request
for a declaration that liquidators
of Mentor Insurance Ltd. lack legal
standing to sue Pinnacle in federal
court in New Orleans.

Ruling that "it cannot be shown
from the available evidence that

they (the liquidators) have acted
Continued on next page

Many renewals find softer market
By DOUGLAS McLEOD

Risk managers renewing property/casualty
insurance policies this spring are finding
higher limits. and sometimes lower rates than
a year ago.

"It's mudh better than it was last year,"
said Horace Holcomb, senior vp with Alex-
ander & Alexander Inc. in New York, of the
property/,easualty insurance market. "In
most lines of business, the situation has sig-
nificantly-improved.-

"Capacity has dramatically increased and
pricing has dramatically decreased in both
(property and casualty) lines," said Frank A.
McDougald, senior vp and national market-
ing director for Fred S. James & Co. Inc. in
New York.

"All signs point to a downward trend in
pricing." added James Davis, vp with Cor-
roon & Black Corp. and director of the bro-
kerage's Advanced Risk Management divi-
sion in Nashville, Tenn.

Jpl€'property insurance market in particu-
»lar has softened rapidly since the beginning

of the year: with buyers generally finding as
much capacity as they need for most types of
property coverage, except earthquake cover-
age, at rates lower than at last year's re-
newal.

Combined property and liability package
policies also are being renewed at lower
rates.

Furthermore, casualty insurance capacity
has started to expand as insurers increase

1

their per-risk limits.
But, while some observers report limited

. price competition for certain types of liabil-
ity business-including high-layer umbrella
risks-no broad decline in liability rates is
yet discernable.

Some commercial insurance buyers are
finding marginally lower rates on casualty
renewals, but underwriters are granting the
decreases only on a selective basis for good
risks, observers say.

And, the market for tough ca-
sualty risks, like chemical and
pharmaceutical manufacturers,
has not improved significantly
since last year, some brokers
and insurance buyers note.

The growth in property and
casualty insurance capacity
among U.S. insurers, mean-
while, is drawing business away
from the London market.

London underwriters, who
continue to insist on the claims-made form

for liability risks, still provide a market for
difficult casualty risks, but on a claims-
made business only. However, London un-
derwriters say they are letting other prop-
erty/casualty business return to U.S. mar-
kets, rather than trying to match the rates
quoted by U.S. insurers.

Reinsurance industry sources also note
that any increase in available property and
casualty insurance capacity is not a result of
an expanding reinsurance market, but is in-

Chandler to seek
reti ree health trust

By JERRY GEISEL

WASHINGTON-Employers would be given a powerful tax-ef-
fective way to prefund their post-employment health care and long-
term care benefit plans under legislation now being drafted by Rep.

Rod Chandler, R-Wash.
Rep. Chandler says he will propose an

/  amendment to budget reconciliation legisla-
tion that would allow employers to take im-

-

mediate tax deductions of up to $2,000 per1 *i.> s*i__ '  employee annually for contributions to spe-
- '-  cial retiree health care trusts. The proposal

 also would require, however, that employees
, be vested in any contributions made to the
 trusts.
J v The budget legislation is expected to be

taken up by the House Ways and Means
Committee next month.

Rep. Chandler Rep. Chandler, who unveiled his proposal
last week at a benefits forum in Washington

sponsored by the Employee Benefit Research Institute, said pre-
funding would help employers keep their promises to provide post-
employment health care benefits.

Already, business groups and consultants are welcoming Rep.
Chandleris approach, though they are holding off full-fledged en-

Continued on page 45

College of Insurance
struggles with debt
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stead largely the result of insurers assuming
larger net lines.

The treaty reinsurance market is still tight,
though some sources note that some compe-
tition has emerged for property facultative
and some casualty facultative risks.

Ovrall, -underwriters are now concerned
about maintaining business they have writ-
ten in the last two to three years," said Ro-
bert Kerekes, senior vp for casualty bro-
kerage with Johnson & Higgins in New York.

"I don't think underwriters are

prepared to lose business."
"In general, the market is eas-

ing up. It's not the kind of hell it
was during the early part of last
year," said George Klink, vp
with The Kornreich Organiza-
tion, a New York-based bro-
kerage.

However, observers cautioned
that buyers should not expect
major price-cutting in casualty

lines in the near future.

"Everybody is so cautious about a new
cycle," noted Mr. Kerekes. "I think the un-
derwriters have learned their lesson. I think

disciplines are in place to keep that from
happening again."

While underwriters generally are more
willing to negotiate on terms and conditions
than they were a year or two ago, "I don't
want to leave you with the impression that
we are back in the euphoric days of the early
'8Os. We are far from that," asserted Jack

Sinnott, executive vp with Marsh & McLen-
nan Inc. in New York.

"We're going through a correction, but I
don't see a real slide towards softening, "
observed Bob Dorgan, senior vp with the
brokerage and special operations group of
Continental Insurance Co. in New York. "I

think we'll get to a plateau that'11 last for a
year or so, at least."

Mr. Dorgan noted that the insurance in-
dustry's new period of profitability has not
been long enough to allow the industry to re-
cover from its losses during the previous soft
market. Insurers can't afford to get into an-
other competitive cycle so soon, he main-
tained.

Some risk managers also are not optimistic
that the improved financial condition of in-
surers will create another soft property/ca-
sualty market.

"I always inform management not to be
lulled by the information they read in the
trade press that just because insurers are
making money that we are going into a soft
cycle," said James Harrington, corporate in-
surance manager at Bausch & Lomb Inc. in
Rochester, N.Y.

While there are indications that some

prices are flattening or dropping in some
coverage areas, "there is absolutely no soft-
ening" for risks that underwriters still per-
ceive to be difficult to make a profit on, Mr.
Harrington noted.

"We don't hear as many horror stories as
Continued on page 22

Trial pits Manville vs. fed s
over asbestos claim liability

By STEPHEN TARNOFF

'It's a case all

producers will be
watching closely,'

says attorney
Peter Kalis.

WASHINGTON-Asbestos producers hope that the
outcome of a trial beginning today will mean a signifi-
cant step toward ending much of their asbestos liabil-
ity woes.

The first trial in which an asbestos producer seeks
to recover from the federal government the compensa-
tion it has paid to former shipyard workers with as-
bestos-related diseases commences today in U.S.
Claims Court in Washington.

With potentially billions of dol- 1
lars at stake, Denver-based Man-
ville Corp. is seeking to shift the
burden of its asbestos liability to the
federal government, claiming the
government played a key role in
harming workers at government-
owned and controlled shipyards
during World War II.

The case is vitally important to
Manville and to many other asbestos
producers because as many as one-half of the 40,000 to
50,000 pending asbestos claims against them involve
former shipyard workers.

A finding by the court that the government is liable
could go a long way toward relieving Manville and
other asbestos producers-which also have cases
pending against the government-of liability for as-
bestos claims. For example, such a ruling could allow
Manville to recover up to $1 billion, according to
a company spokesman.

"We feel it (the trial) is very important," the spokes-
man said.

However, other asbestos producers note that while a
Manville victory would help their cases, a finding for

the government would not doom them, because evi-
dence in their cases is different from Manville's.

The Manville case is "important to the extent that
certain background information will be entered into
the record regarding the relationship between the gov-
ernment and its contractors during World War II," said
an attorney for an asbestos producer who asked not to
be identified.

"But my clients' facts are so fundamentally different
than Manville's and rely on evidence not introduced,

and will not be introduced between

Manville and the government, that it
certainly will not be conclusive of
any issue in our case."

Nevertheless, the attorney said a
judgment in favor of Manville would
be very encouraging.

"It's a case all producers will be
watching closely," said Peter Kalis,
an attorney for H.K. Porter Co. with

- the Pittsburgh firm of Kirkpatrick
& Lockhart. However, he also noted

there are major differences between the Manville case
and others.

Besides the Manville trial, a trial that will pit Eagle-
Picher Industries Inc. and UNR Industries Inc. against
the government is set for August in the Claims Court.

Also, GAF Corp., Keene Corp., H.K. Porter Co. and
Fibreboard Corp. are among the companies with cases
pending that involve claims arising out of contracts
between the producers and the government.

Manville also has filed two other lawsuits against
the government to recover payments it has made to
asbestos victims who worked in shipyards during time
periods other than at issue in the current case.

Continued on page 6
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update Former insurer exec faces
Judge denies Pinnacle request new indictment for fraud
Continued frompremous page
either in excess of or in abuse of power," Judge Collett ruled "it fol- By DOUGLAS McLEOD agreement between prosecutors and Mr Mazzella
lows that this originating summons (from Pinnacle) is in my Judg- Mr Mazzella-who said he would plead not guilty to
ment almost incontestably bad and that if it should go to trial the PHILADELPHIA-Former New York insurance ex- the current charges at his arraignment Thursday, also
result must be that lt would surely fail " ecutive Louis Mazzella lS facing new federal charges declined to comment on whether there was an agree-

In addition, Judge Collett ruled that Pinnacle's Jan 21 request that he defrauded American Centennial Insurance Co ment, as did Mr Mazzella's lawyer, Thomas J Puccio
for declaratory relief from the Bermuda court was -frivolous, vex- of $2 4 million in reinsurance premiums of New York

atious and an abuse of the process of this court " The Indictment, returned by a federal grand lury in "We believe that there was no criminal intent on his

"In my judgment this court is no more empowered to grant the Philadelphia last Wednesday, charges that Mr Maz- part at all," Mr Puceio said of Mr Mazzella
declaratory relief which this originating summons seeks than lt lS zella diverted premiums ceded by The indictment, charging Mr Mazzella with two
to make an award of damages against the liquidator of whose ACIC to Colonial Assurance Co of

conduct it might disapprove Pinnacle has fallen foul of procedural
counts of mail fraud and three counts of wire fraud,

Elkins Park, Pa, for reinsurance co- alleges that Mr Mazella carried out a scheme between
difficulties which are fatal to its application quite regardless of the vering Associated Electric & Gas In-  ,  August 1978 and June 1982 to defraud ACIC on re-merits " surance Services Ltd, a utility in- insuiance placements with Colonial and that he at-

Pinnacle sought the ruling from the Bermuda court after Men- dustry captive insurer (BI, April 29, tempted to conceal Colonial's reinsurance deals from
tor's liquidators sued the reinsurer and others in federal court in 1985, May 6, 1985) b J,L / the Pennsylvania Insurance Department
New Orleans charging them with fraud m the connection with the Colonial, which Mr Mazzella I Colonial reinsuied ACIC on portions of the AEGIS
insolvency of Mentor (BI, April 20) owned through two holding com- r

Pinnacle's grounds for an appeal will be heard on Thursday panies, was ordered liquidated by

risk under five facultative reinsurance certificates, ac-

, cording to the indictment The indictment also notes
the Pennsylvania Insurance Depart- - .S that the reinsurance was brokered by The Placers Inc ,

Jewel to fund claims facility ment in March 1984 Mr Manella a Morristown, NJ, intermediary owned by John A
Mr Mazzella was indicted on es- Kraeutler, who also owned an ACIC managing general

CHICAGO-Jewel Food Stores Inc , parent American Stores Co sentially the same charges in April 1985, but a federal agency
Inc and plaintiffs' attorneys have agreed to establish a claims fa- ]udge later dismissed those charges at the request of Separately, ACIC lS suing Mr Kraeutler, four of his
cility to pay compensatory damage claims filed by vict:ims of salmo- the U S attorney for the Eastern District of Pennsyl- companies and others in US District Court in New-
nella-tainted milk produced by Jewel's dairy in 1985 vania The US attorney's motion for dismissal also ark, NJ, alleging that the defendants defrauded ACIC

Former Cook County Circuit Judge Walter P Dahn has been ap- notified the court that the charges might be re-filed at on the AEGIS program (BI, Oct 29, 1984)
pointed to oversee claims filed by salmonella victims The victims a later date (BI, June 24, 1985) Mr Mazzella is not named in ACIC's civil complaint
have until Aug 15 to file a seven-page form with the facility Assistant U S Attorney Michael R Lazerwitz de- Accoiding to the criminal indictment, Mr Mazzella

Claim forms will be mailed to about 24,000 persons who com- clined to comment for the record on whether the with- diverted $2 4 million in reinsurance premiums by in-
plained to authorities of injuries, even if they did not receive medi- drawal of the earlier indictment resulted from an Continued on page 4
cal confirmation of the bacterial ailment Claim payments will be
individually negotiated 1

In addition, Jewel and American Stores have agreed to notify Deadlines approach Indiana approvesother potential claimants of the facility by buying more than
$100,000 in television, radio and newspaper advertisements, said for two directories
Michael Pope, an attorney with Phelan, Pope & John Ltd, who
represents the companies He declined to estimate how much the Deadlines are rapidly approaching to be

tort, insurance bills
companies may have to pay to settle the claims listed in two Bustness Insurance direc-

Claimants who do not agree to settle through the facility can have tories By LINDA J. COLLINS
their cases reviewed by a judge, according to the agreement The deadline to be listed in Brs first di-

A jury hearing a class-action lawsuit decided in January that rectory of property loss control consul- INDIANAPOLIS-Gov Robert D Orr is expected to sign
the companies were not liable for punitive damages stemming tants and engineers is May 11, the deadline three tort and insurance reform bills approved by the Indi-
from the tainted milk (BI, Jan 26) However, plaintiffs' attorneys to be listed in the 16th annual directory of ana Legislature late last month
have asked the Cook County Circuit Court to rehear a lawsuit seek- agents and brokers is May 18 Two of the bills are tort reforms One would would cap
ing punitive damages The directory of property loss control pre}udgment and post-judg-

Jewel and American Stores are litigating with their insurers over consultants and engineers will be pub- ment interest at 10%, and the
coverage for the salmonella Incident American Stores said it had lished in the June 1 issue, which will in- other would cap damages in
$70 9 million in liability insurance at the time of the poisonings clude a Spotlight Report on specialty wrongful in]ury or death suits

risks involving a child as well as

Connecticut eyes joint liability If you have not yet received a ques- limit which parties may file

tionnaire, request one immed.ately by such claims

HARTFORD, Conn -The Connecticut Senate last week unani- calling 312-649-5398 The third measure, an insur-
mously approved legislation that restores the doctrine of joint and The 16th annual directory of agents and ance reform bill, would limit

several liability for economic damages in personal in]ury cases brokers will be published m the June 22 insurers' ability to cancel poli-
The measure-S B 1015-approved by a 35-0 vote, significantly issue This issue also will contain a rank- cies, increase insurers' report-

m
weakens the joint and several liability reform the Connecticut Leg- ing of the 100 largest U S -based agents ing requirements and modify
islature enacted last year as part of a sweeping tort reform bill and brokers and profiles of the 20 largest agent licensing requirements

Under the 1986 law, which applies to both economic and non-ec- brokers in the nation and worldwide Tort reform proponents said 
onomic damages, if an amount owed by one or more of the defen- Commercial lines agents and brokers they are disappointed with the 
dants is uncollectible each other defendant pays only a percentage that wish to be listed must complete a relatively minor tort reforms /
of the uncollectible amount equal to its own degree of liability questionnaire supplied by Business Insur- passed by the Legislature

Under the legislation passed last week, the 1986 formula for ance If you have not yet received a ques- "The business community in C _- Arj
apportioning uncollectible amounts would continue to apply for tionnaire, contact Marilou Jones, Di- Indiana has to be terribly dis- V V-.V v Graphic Amy Palmer
non-economic damages, business lobbyists said rectory Editor, Business Insurance, 740 N appointed," said Ernest T

The measure, though, is not as damaging to business inter- Rush St, Chicago, Ill 60611, 312-649- Williams, coordinator of the Indiana Forum for Civil Justice
ests as an earlier version that would have virtually gutted the 5279 He said none of the tort reform measures backed by the
1986 pmtand several liability reform (BI, April 20) Bus:ness Insurance publishes the direc- Forum in the 1987 session was adopted, including a $250,000

The bill now goes to the Connecticut House toI'ies as an editorial service, there iS no cap on most non-economic damages, limits on punitive dam-

charge to be included ages and various product liability reforms

Health care bill taps employers Continued on page 43

BOSTON-Employers would have to finance more than half the
cost of a proposed program that would provide health insurance to inside
Massachusetts residents without such coverage, according to a bill
being considered by the state Legislature

Under the bill sponsored by Sen Patricia McGovern, D-Essex/ 1,0 Bermuda-based Zunch International Insurance Co departments
Middlesex, employers would contribute $340 million in payroll will stop underwriting at the end of May PAGE 4

taxes to the $675 6 million program, the state would contribute Ask a casualty actuary 10
$265 6 million, employees would contribute $50 million based on a #'0 This week's editorial observes that sound risk man- Class,fieds 46
percentage of their income, and other sources would contribute $20 agement pnnaples underlie the proposed federal High Comings & goings buyers ...

million
15*

Risk Occupational Disease Notification and Prevention Comings & goings: industry 19

A spokeswoman for state Human Services Secretary Philip W Act, but the cost could be prohibitive PAGE 8 Datebook
I . . I. I .. I I ............ ............. I I

32

Johnston, who opposes the legislation, said the bill does not specify Financial briefc 48

how much coverage would be provided to individuals 9 A survey by employee benefit consultant Hewitt Asso- Infn 46

ciates finds first-dollar medical coverage Is becoming a Insurance services guide
Transit MGA denies charges

50

thing of the past, while flexible benefits appear to be the International issues ........29
wave of the future PAGE 19 Letters 8

DALLAS-Carlos I Miro, a former managing general agent for London 40

Missouri-domiciled Transit Casualty Co, denies fraud and racke- 7 In this month's International Issues column, Jerome Market. 42

teering allegations leveled against him in a complaint that Transit's Karter of Johnson & Higgins advises that a comprehen- opinione 8

hquidator is seeking to file sive policy purchased from aUS insurer offers better Perspectives . 29

The proposed amended complaint also accuses others of common coverage for a multinational corporation's boiler and ma- Products & servireq 10
law fraud and violations of the federal Racketeer Influenced and chinery risks than locally purchased policies PAGE 29 Ticker 51

Corrupt Organizations Act in their handling of business for Transit Washington................ ........... .. 16

The liquidator seeks to file the amended complaint in U S District 1,0 Leading Lloyd's of London non-marine underwriter Worldwide 18
Court for the Northern District of Texas in Dallas Robin A G Jackson says he will retire from underwriting

"It appears that the liquidator and former Transit officials have at the end of 1988 PAGE 40 Vol 21, No 18-Business Ansurance (ISSN 0007 6864) is published weekly

decided to attempt to make Mr Miro, Miro & Associates Risk Man- at 740 N Rush St, Chicago, Ill 60611 2590 Second-class postage is paid

agement Inc and a former vp of M&A scapegoats for the disastrous i·,0 Myron M Plcoult of Oppenhetmer & Co predicts rein-
at Chicago, Ill and at additional maling offices Postmaster Send address
changes to Business /nsurance, Circulation department, 965 E Jefferson

results sustained by Transit," says a statement released surance recoverables will be a gnawing problem for U S Ave, Detroit, Mich 48207, 313-446 1611 Copyright 1987 by Crain Commu
Continued on page 49 property/casualty insurers PAGE 51 nications Inc
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Liability rates may rise in Florida
By MICHAEL BRADFORD

TALLAHASSEE, Fla.-The Florida Su-
preme Court's decision to strike a cap on
non-economic damages contained in the
state's controversial tort and insurance re-

form act may lead to higher commercial lia-
bility insurance rates in the state.

In upholding most of the Tort Reform &
Insurance Act of 1986 late last month, the
court emphasized that the Insurance Depart-
ment must allow insurers to adjust rates,
based on their expected additional costs, if
any provision of the act were overturned.

In addition, insurers may ask the court to
rehear their challenge to insurance regula-
tory aspects of the law, which was enacted
last June. Commercial insurers that write

business in Florida were scheduled to gather
late Friday to decide their next step.

In a 4-3 decision, the court affirmed most

of Leon County Circuit Judge Charles E.
Miner's ruling last October that upheld most
of the law's provisions.

The decision is the culmination of 10

months of legal wrangling by insurers fight-
ing the insurance reform and plaintiffs' at-
torneys fighting the tort reforms.

Lawsuits were filed by the American In-
surance Assn., the National Assn. of Inde-
pendent Insurers, the Alliance of American
Insurers and individual insurers challenging
the constitutionality of the insurance reform
aspects of the law (BI, Nov. 3, 1986; July 7,
1986; June 16,1986).

The state Supreme Court's decision upheld
as constitutional most of the insurance and
tort reform measures contained in the law.

Those measures, among other things:
• Grant new authority to the Insurance

Department to control rates. Insurers are re-
quired under the law to notify the depart-

ment of rate deviations such as surcharges
and discounts. Previously, the department
could reject rates only if it found there was a
lack of competition. The new law provides
additional grounds for rejecting rates, such
as past and projected losses both within and
outside of the state.

Under temporary authority granted by the
Supreme Court last year, Florida Insurance
Commissioner Bill Gunter slashed the rate

requests of several insurers. But eren though
insurers' initial requests are being denied,
they have obtained rates that are higher than
1986 levels (BI, Dec. 15, 1986)

• Limit joint and several liability. If a
damage award is greater than $25,000, joint
and several liability applies only to economic
damages and only when the fault of the de-
fendant is found to be equal to or greater
than the fault of the plaintiff. Joint and sev-
eral liability remains in effect for all eco-

Contractor may face suits
from apartment collapse

Photo: AP/Wide World

Workers continue the search the rubble after a

13-story apartment complex under construction
in Bridgeport, Conn., collapsed on April 23.

By JUDY GREENWALD

BRIDGEPORT, Conn.-One of the general contrac-
tors on the apartment project that collapsed last month
killing at least 22 workers could be vulnerable to law-
suits because of the complicated legal structure of the
development deal.

Ordinarily, under workers compensation laws, a
general contractor would be immune to lawsuits in-
volving injured or killed workers, and surviving family
members could collect only state-mandated benefits.

But, in this case, because the general contractor,
Darien, Conn.-based TPM International, also is an
investor in the project, it conceivably could be suscep-
tible to a lawsuit, observers say.

Meanwhile, at least one attorney said he is investi-
gating the possibility of filing a lawsuit in the case.

L'Ambiance Plaza, a 13-story apartment and park-
ing garage complex in downtown Bridgeport, Conn.,
was about halfway completed when it suddenly col-
lapsed April 23, burying 28 workers and injuring an-
other dozen. As of late last week, workers were contin-

uing to search the rubble for bodies and any possible
survivors.

The project used the lift-slab construction method,
which involves lifting pre-formed concrete floor slabs
into place after a steel skeleton is erected.

A stack of slabs was being lifted at the time of the
accident, and there has been speculation that a slab
slipped, causing the collapse. Another theory is that
the ground upon which the structure was built could
not support the project's weight. Late last week, an-
other theory was reported: a possible failure to brace
steel columns-as required by engineering plans-may
have contributed to the collapse.

Construction of the project was a joint venture of
TPM and George F. Macomber Co. of Boston. The
architect was a TPM subsidiary, TPM Architects Inc.

Continued on page 50

nomic damages and non-economic damages
of less than $25,000.

However, a sunset provision in the law
would end the modification to joint and sev-
eral liability in 1990.

0 Limit punitive damages in some cases to
three times the amount of compensatory
damages.

• Reduce damage awards by amounts
plaintiffs recover from collateral sources,
such as medical insurance, unless the defen-
dant has subrogation rights against those
sources.

• Discourage frivolous lawsuits by re-
quiring the losing party to pay the attorney
fees of the prevailing party.

• Allow the Insurance Department to cre-
ate a joint underwriting association that
guarantees the availability of commercial
property/casualty coverage to any business

Continued on page 49

Outhwaite syndicate
refusing more claims

By STACY SHAPIRO

LONDON-At least 10 Lloyd's of London syndicates and two in-
surance companies may be suffering from "Outhwaititis." the term
used by Lloyd's members to describe underwriter Richard Outh-
waite's refusal to pay asbestos-related claims on runoff reinsurance
policies.

Already, at least six underwriting agencies have told Lloyd's
members they are having trouble collecting
claims on runoff reinsurance policies
placed with incidental non-marine syndi- -

cate 661, managed by R.H.M. Outhwaite 5
(Underwriting Agencies) Ltd. (BI, Feb. 16).

As a result, most of these agencies say i
their syndicates will have to keep their ac-
counts open for 1984, the year now closing LIJAWL ;
under Lloyd's three-year accounting sys- Il%1 4%
tenn. -1-

Altogether, Mr. Outhwaite says he is ei- .-'.**'%-,
ther actively disputing losses, questioningrU;idhriesa;2pootelialilossersemmm  
10 Lloyd's syndicates and two insurance Mr. Outhwaite

companies. He will not identify all of the
syndicates or insurers.

However, Business Insurance has learned that the syndicates in-
clude those managed by Murray Lawrence & Partners. whose
chairman is Lloyd's Senior Deputy Chairman Murray Lawrence;
Edwards & Payne Underwriting Agencies Ltd.. a subsidiary of
Sturge Holdings P.L.C., Lloyd's largest underwriting group; and
M.H. Cockell & Partners.

Some observers accuse Mr. Outhwaite of using stalling tactics
to delay payment of asbestos-related claims because the claims are
being filed much more quickly than he expected. The claims acce-
lerated after the June 1985 signing of the Wellington Agreement,
which settled coverage disputes between asbestos producers and
insurers and created an out-of-court mechanism for settling claims.

Continued on page 44

Insurance college struggles with debt
By JUDY GREENWALD

NEW YORK-The College of Insurance is
struggling to make arrangements to repay al-
most $19 million in debt it incurred to con-
struct its new facility, its president says.

"We hope itt's coming now. But it ain't there
yEt," said College of Insurance President Linda
H. Lamel.

Ms. Lamel denies conflicting industry rumors
that the college is closing, or that its financial
crisis has been totally resolved.

However, she noted that "a lot of progress"
has been made toward alleviating the college's
financial difficulties, and she expects a plan to
be completed by this summer.

The college's financial problems stem from
a $15 million loan it secured in the form of a
bond from the New York State Dormitory Au-
thority to help finance a new 10-story facility.

The college, whose board of directors ap-
proved the construction in 1981 based on the
recommendations of a consultant, moved into

its new quarters in downtown Manhattan in
August 1984.

But, because of cost overruns, the college
did not have the funds to repay the bond when
it came due in February 1985. And, with the
onset of the hardening insurance market, the

college had "very limited success" in raising
additional capital from insurance companies,
explained Ms. Lamel, who joined the college in
late 1983.

As a result, a letter of credit backing the
loan, which had been obtained from the Bank of
New York, was drawn down. Interest on the $15
million itself, as well as on the letter of credit,

has increased the total owed to $18.8 million,
Ms. Lamel said.

However, the College of Insurance has only
a $5 million operating budget, she pointed out.
In light of that, almost $19 million is "more
debt than the institution can handle," Ms.
Lamel said.

"It takes an awful lot to come out from under

that debt," she observed.

The college's board of trustees, led by Chair-
man L. Patton Kline, vice chairman of Marsh &
McLennan Inc., now is investigating ways the
college can repay the debt in manageable incre-
ments. Most of the board, which fluctuates be-
tween 25 and 35 members, is connected to the
insurance industry, Ms. Lamel noted.

Among the approaches being explored are
attempts to restructure the debt and solicit
gifts, said Ms. Lamel, who said she could not
be more specific.

Continued on page 14
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Photo: Arnie Adler

The College of Insurance's 10-story building in lower Manhattan, which opened
in 1984, has put the institution $19 million in debt.
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Mazzella indicted
Continued from page 2
structing The Placers to forward premiums due
Colonial to Mr. Mazzella at Sentinel Facilities

Ltd., a Great Neck, N.Y., broker he owned.

Instead of passing the premiums on to Colo-
nial, Mr. Mazzella "kept the premium payments
for his own use," depositing them in an ac-
count at Astoria Federal Savings & Loan Assn.
in Greenvale, N.Y., the indictment says.

Mr. Mazzella opened the Astoria account in

Colonial's name using the forged signatures of
two Colonial officers, the indictment alleges.

Mr. Mazzella concealed the alleged premium
diversions from ACIC and The Placers, the in-

dictment alleges. He also concealed the premium
payments and the existence of the Astoria Fed-
eral account from officers and employees of Co-
lonial and from the Pennsylvania department,
according to the indictment.

When Colonial officials asked Mr. Mazzella

about the status of premium payments under the
certificates, Mr. Mazzella falsely told a Colonial
officer that the certificates had been canceled,

the indictment alleges.
In a July 14, 1981, phone conversation, Mr.

Mazzella told Catherine R. Fetterman, Colo-

1 Insurance
• Agent®

nial's secretary and treasurer, that the reinsur-
ance covering ACIC had been canceled, the in-
dictment says. He also caused Ms. Fetterman to
send him a telex confirming the policies had
been canceled, according to the indictment.

Mr. Mazzella informed Colonial of the alleged
cancellations "knowing this false misrepresen-
tation would cause Colonial to misrepresent its
financial condition to the Pennsylvania Insur-
ance Department," the indictment says.

As a result of the alleged premium diversions
and misrepresentat.ons about the reinsurance
certificates' cancellation, Colonial did not main-
tain adequate loss reserves on the business, as
required by state law, Mr. Lazerwitz said.

Part of Mr. Mazzella's alleged scheme was to
cause Colonial to misrepresent its annual state-
ments to preserve the insurer's Pennsylvania li-
cense, the indictment charges.

The indictment does not specify what hap-
pened to the $2.4 million allegedly diverted. Mr.
Lazerwitz would say only that the money was
not paid to Colonial nor repaid to anyone from
whom it was taken.

In a 1985 interview, Mr. Mazzella said that

more than $2 million of the money was used to
pay AEGIS-related claims. But in an interview
last week, he referred questions about the

money to Mr. Puccio, who declined to comment.
Mr. Mazzella said last week that he never

booked the AEGIS-related premiums into Colo-
nial because he suspected fraud in the handling
of the reinsurance program, including misrepre-
sentation of AEGIS loss experience.

He also said that prior to 1982, he notified
officials of Beneficial Corp., ACIC's parent com-
pany, of the fraud he suspected on the AEGIS
program. "If Beneficial had listened to me, they
would have been a lot better off," he said.

Mr. Mazzella added he informed Mr. Kraeutler
in an October 1981 letter that Colonial should be
removed as a reinsurer of ACIC on the AEGIS

program as of Dec. 31, 1981, because loss expe-
rience had been misrepresented.

A lawyer for Mr. Kraeutler could not confirm
the letter.

ACIC later agreed to commute its reinsurance
agreements with Colonial in return for a
$500.000 payment.

When asked about the allegation he had in-
formed Ms. Fetterman in January 1981 that the
policies had already been canceled, Mr. Maz-
zella referred the question to Mr. Puccio, who
declined to comment.

If convicted, Mr. Mazzella faces a maximum
25-year prison sentence and a $5,000 fine. I

Here's why... First, with a safer

working environment, you reduce downtime as well
as insurance costs, and well work with you to eliminate
risk and set up safety programs.
Second, because as an Independent Agent, we represent
many fine companies, we can offer you the most tail-
ored benefits programs at the most affordable rates. A couple
of good reasons to rely on your independent agent us!

THE MORE-THAN-ONE-COMPANY INSURANCE AGENT.
You'll find the Independent Insurance Agent nearest you in the Yellow Pages.
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Zutith affiliate
in Bermuda

to stop writing
By ROGER SCOTTON

HAMILTON, Bermuda-

The only remaining direct
commercial insurance and fa-

cultative reinsurance un-

derwriter in Bermuda, Zurich
International Insurance Co.,

will stop underwriting at the
end of May.

Zurich International Presi-

dent Peter Jones cited stra-

tegic business reasons as one
reason the subsidiary of Swit-
zerland's Zurich Insurance

Co. will stop underwriting.
Zurich International also had

been unable to replace a lead
underwriter who had been

promoted, he added.
After June 1, all U.S. busi-

ness will be written by
Schaumburg, Ill.-based

Zurich-American Insurance,

which is also part of the
Zurich Insurance Group, and
all London business will be

written by Zurich's London-
based Turegum Insurance Co.,
Mr. Jones said.

"It makes more sense to

write London-produced busi-
ness in London and U.S.-pro-
duced business in the United'

States," he said.
About 90% of Zurich Inter-

national's gross premiums of
$32 million for the year to
June 30, 1986, were related to
U.S. property and casualty
risks and facultative reinsur-

ance, he said. The company
wrote only U.S., Canadian or
British risks.

Zurich International was

the fourth-largest commer-

cially owned Bermuda-based
company writing commercial
insurance and reinsurance,
based on a Business Insur-

ance survey (BI, March 30).
This ranking excludes the
large multi-owner insurance
companies writing commer-
cial insurance which were

formed offshore by U.S. in-
dustrial corporations.

About 75% of its business

was written directly for poli-

cyholders; 25% was reinsur-
ance.

About $20 million of the

$32 million was casualty
business, $5 million was

property and $7 million credit
life and other specialty risks.

Zurich International of-

fered casualty capacity of
$2.5 million, which in last
year was written mostly in the
$5 million excess of $20 mil-

lion layer, and property ca-
pacity of $6.8 million, gen-
erally excess of $20 million.

In mid-March, Mr. Jones
told Business Insurance that

Zurich International "may
shoot for more capacity at the
next renewal," (BI, March
30). He also said that rumors '
that the company would stop
underwriting were not true.

Zurich International was

established in Bermuda in

1977.

The runoff of Zurich Inter-

national's business will be

handled in-house, while

Zurich International will con-

tinue to manage captive in-
surance companies.

Zurich International man-

ages 10 captives. Management
and consulting fees rose 35%
to $443,721 at June 30, 1986,

from $328,875 in 1985.
Zurich International posted

a net profit of $2.3 million at
June 30, 1986, compared with
a $1.7 million loss for 1985.
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Since the 40%, A. 0. Smith and Vlhusau
have put on a lotof miles together.

Much of A. 0. Smith% busi- claim-handling expertise has developing safer plants. They
ness serves the original equip- special importance to us. help us with environmental
ment markets, including the "When you get past the testing and plant safty consul-
auto industry. significance of underwriting, tations so we can minimize

Insurance Manager James the insurance relationship our workers compensation
W. Fix says, "We're largely self- becomes a 'people' matter. exposures. When we begin
insured, but we depend on Wausau has good people - to get control of our losses,
Wausau for specific services we114rained people - who are obviously our insurance costs
when we feel we don't have willing to listen and then try can be reduced. It all helps to
the necessary in-house capabili- to develop alternatives to help contribute to our profitability."
ties. Their flexibility in workin us solve our problems.
with us is a big plus. Wausau s "Wausau also helps us in WAUSAU WORKS.

I&*Le=- 4 WAUSAU
i=.sum= INSURANCE

- - COMPANIES
 5-ili, 1 . ®Wausau,Wisconsm54401
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Asbestos trial
Continued from page 1

In addition, several producers,
including Manville, have filed tort
claims against the federal govern-
ment in various federal courts

seeking recoveries under the Fed-
eral Tort Claims Act.

In the lawsuit that goes to trial
today, Manville seeks to show that
because of various government ac-
tions at the shipyards, the federal
government-not Manville-
should be held liable for the dam-

ages paid to the asbestos-disease
victims.

"This case is about the promises
made and obligations undertaken
by the government during World
War II, when it needed Johns-
Manville to provide essential as-
bestos-containing products for the
combat and cargo ships at the very
heart of the war effort," says a
Manville brief filed late last year.

The lawsuit was filed in 1983 by
Johns-Manville Corp., now a sub-
sidiary of Manville Corp., and J-M
subsidiary Johns-Manville Sales
Corp.

"The case concerns the breaking
and repudiation of those promises
and obligations by the government,
in secret during the war, and pub-
licly in recent years when finalIy
confronted with the shipyard as-
bestos health disaster caused by its
wartime acts and omissions," the
suit says.

The government, however, con-
tends that Manville is seeking to
shift its own liability to the gov-
ernment.

"This litigation is, at bottom, an
effort to 'turn indemnity on its
head' by holding the consumer re-
sponsible for the fault of the man-
ufacturer," the government says in
court papers.

And in other court papers, the
government says: "Manville seeks
in this litigation to free itself from
the losses imposed by the tort sys-
tem as a result of. .monumental
misconduct."

The basis for Manville's lawsuit

are the asbestos claims filed by
thousands of workers that went to

work in government-controlled
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'This case is about the promises made 4nd, i
obligations undertaken by the government during j

I. ..  

World War ll, when it needed Manville to provide s
essential asbestos-containing products..:.at the:5

very heart of the wit dffort,' Manville s49*.i ti

shipyards in World War Il as part
of the nation's war effort.

The Manville case against the
government involves 15 test claim-

ants who worked at four shipyards
during World War II: the Boston
Navy Yard, the Philadelphia Navy
Yard, the Bethlehem Steel Co

River Shipyard in Quincy, Mass..
and the Consolidated Steel Co

Shipyard in Orange, Texas.
Asbestos supplied by Manville

and other companies was used ir
the construction, conversion and

repair of ships primarily becaus€
of its fireproofing and insulating
efficiency.

Manville is sfeking more than
$954,000 in damages ton the gcv-
ernment $768,400 it already has
paid in settlements and judgments
to asbestos claimants, and

$185,700 for attorneys' fees, costs
and expenses paid in defending
:hese suits. It also seeks an unsce-

cified sum for its increased inscr-

ance and business costs and for

loss of business and business repu-
:ation.

If Manville prevails and is subse-
quently able to recover its pay-
ments to other shipyard workers, it
could recover up to $1 billion, a
company spokesman says

r.

While Claims Court Judge Chris-
tine Cook Nettesheim recently dis-
missed several of Manville's claims

against the government, she let
several stand that will be litigated
in the trial, which is estimated to
take six weeks

These claims involve:

• Warranties the government al-
legedly made to Manville regarding
the safety of shipyards and as-
bestos products made to govern-
ment specifications.

• Whether the government had
superior knowledge concerning the
safety of shipyards and a duty to
disclose that knowledge to ship-
yard workers.

• Whether the contracts be-

tween Manville and the govern-
ment should be "reformed" or "eq-
uitably adjusted" because of the
government's alleged actions,
which would allow Manville to re-

cover from the government.
If the court rules in favor of

Manville on any one of these
issues, the asbestos producer will

44

be able to recover from the govern-
ment in the 15 cases at issue, an

attorney for Manville said.
Attorneys for the government

would not comment because the

matter is in litigation.
However, the government has a

$33 billion claim against Manville
to offset any amount Manville is

able to recover from the govern- 1
ment. The claim for an offset stems

in part from payments the govern-
ment has made to asbestos victims

under the Federal Employment
Compensation Act and sums spent
for abatement of asbestos in gov-
ernment buildings.

Court papers filed by Manville
and the government depict a stark
contrast between what the two

sides contend occurred surround-

ing the wartime use of asbestos.

Manville contends that during
World War II, the federal govern-
ment effectively took over the
shipbuilding industry, controlled
the asbestos trade, forced compli-

Continued on next page
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Continued from previous page
ance with government orders for
asbestos at the risk of criminal

penalties and assumed responsibil-
ity for worker safety.

"All decisions as to specification
requirements were made and con-
trolled by the government," Man-
ville contends in court papers.

Manville says that as part of its
system of controls, the government
maintained certain seizure and
requisition powers at that time and
forced industry to take the war
business that was offered.

"Accordingly, the government
took and maintained control over

the purchase and importation of
asbestos fiber, stockpiled it as nec-
essary, allocated it to manufactur-
ers such as Johns-Manville, res-
tricted the kinds of products which
could be manufactured from it,
limited the uses to which those
products could be put and ex-
panded the capacity of domestic
mines and manufacturing facili-
ties," Manville says.

'It is beyond doubt that by the beginning of World
War 11, Manville had extensive knowledge of both

the hazards of asbestos exposure, including
low-dose exposure, and of the actual shipyard

working conditions,' the government says.

To fulfill its contracts with the
government, Manville entered into
numerous express and implied
agreements with the the govern-
ment surrounding the supply of as-
bestos, Manville says.

Among these agreements, the
U.S. Navy provided it would reim-
burse contractors for their unin-
sured or underinsured third-party
liabilities arising from war con-
tract performance, Manville con-
tends.

The asbestos producer also
charges the Navy had extensive
knowledge about the hazards of
overexposing shipyard workers to

asbestos and of methods for pre-
venting that overexposure.

"Before the United States en-

tered World War II, the govern-
ment clearly understood that ship-
yard workers who were exposed to
excessive levels of asbestos dust-

without using available respiratory
protection-risked serious pulmo-
nary injury," the company con-
tends.

For example, a 1938 study
directed by a former assistant sur-
geon general of the U.S. Public
Health Service established that ex-
posure to asbestos should be kept
below 5 million particles per cubic

foot to prevent asbestosis.
The study illustrates the Navy's

knowledge of the potentially haz-
ardous asbestos conditions in the
shipyards and that actions were
needed to protect workers, Man-
ville says.

Moreover, Manville contends
that the Navy was responsible for
the health of employees in ship-
yards and assumed responsibility
for working conditions in non-
Navy shipyards.

"As a result, the application and
use of asbestos-containing prod-
ucts and the health and safety as-
pects of those operations were
under the control and supervision
of the government," Manville says.

Nevertheless, the government's
asbestos health policies and re-
quirements were not enforced,
Manville charges in the court
papers.

"Contrary to its stated policy
and its public representations, and
in violation of its own asbestos
work requirements and proce-

3EF® EMPLOYERS REINSURANCE

When people ask, «How on earth
do you do that?" they're not refer-
ring to your technique. They're
talking about the risk.

But the truth is, you've devel-
oped special techniques to put risk
in its proper perspective.

To let you concentrate on the
important details of your job.

How we operate-our technique-
has let ERC focus on some very
important details. Like growing
financially strong. Increasing our
capacity. And keeping our Best's
rating an A + M.

So now, we're in a position
to handle more of the type of risks
we handle best.

After all, when it comes to
handling risk, ERC is one technique
you've been relying upon for over
70 years.

IEVS SK.
Employers Reinsurance Corporation • 5200 Metcalf, Overland Park, Kansas 66201/Atlanta • Boston • Chicago • Columbus • Houston• Los Angeles • New York • San Francisco • Toronto

dures, the government knowingly
failed to correct extremely danger-
ous asbestos work practices and
conditions in the World War II
shipyards," Manville contends in
its brief.

The asbestos producer claims
that the government failed to dis-
close its knowledge about the dan-
gerous shipyard work conditions
involving asbestos, adding that the
government's knowledge about
those hazardous conditions was

vastly superior to that of Johns-
Manville.

The federal government vi-
gorously disputes Manville's
claims.

"These factual claims are inac-

curate, incomplete and, in some
areas, more akin to fantasy than
reality," the government says.

"In sum, the United States will
show at trial that the illnesses of
the 15 test claimants were the di-

rect and inevitable consequence of
Manville's decision to conceal the
dangers of its asbestos-containing
products from the United States,
as well as others."

Among the allegations by the
government is Manville knew that
shipyard workers during World
War II were endangered by expo-
sure to asbestos dust, since the as-
bestos producer had participated
in studies concerning asbestos and
had received the results of other
similar studies.

In addition, the government
charges that contrary to Manville's
contentions, the company's top
management believed asbestos
hazards were acute in the ship-
yards and that they had access to
the shipyards.

"It is beyond doubt that by the
beginning of World War II, Man-
ville had extensive knowledge of
both the hazards of asbestos expo-
sure, including low-dose exposure,
and of the actual shipyard working
conditions," the government's
brief says.

Furthermore, contrary to Man-
ville's contention, the government
claims that Manville aggressively
solicited sales from the govern-
ment during World War II and
profited enormously from the
sales. In addition, specifications
for the use of asbestos were heavily
influenced by Manville and other
members of the asbestos industry,
the government claims.

"Each of the Manville products
alleged to have injured the test
claimants was designed and manu-
factured solely by Manville," the
government claims.

"In no case did the government
dictate to Manville how the prod-
ucts should be made."

The government also denies that
it treated third-party liability
losses as reimbursable costs of per-
formance or that the Navy had a
policy of self-insurance regarding
the risk of third-party personal in-
jury liability in the context of
fixed-price contracts.

The government also contends
that even though it had no evi-
dence that asbestos-related disease

had or would occur in shipyards, it
"vigorously" sought to identify as-
bestos hazards and protect ship-
yard workers.

"Neither the Navy nor the Mari-
time Commission was aware of a
case of asbestos-related illness in a
shipyard employee until December
of 1944," the government brief
says.

One background issue in the liti-
gation is whether the U.S. Claims
Court has jurisdiction over the
Manville case because of a federal
statute that precludes the Claims
Court from ruling on a case when
similar cases are pending in federal
courts.

Judge Nettesheim recently
granted a government motion to
dismiss the Manville action in the

Claims Court, but stayed the dis-
missal until it is ruled on by the
U.S. Court of Appeals for the Fed-
eral Circuit. In the meantime, the
trial is going forward. I
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opinions

Cure may be worse than the ill
rTYHE PRINCIPLES underlying the proposed fed-
1 eral High Risk Occupational Disease Notifica-

tion and Prevention Act are sound risk manage-
ment principles, but we are concerned that
implementing them as currently envisioned will
prove more costly than our economy can afford.

As we reported last week, this legislation would
create a Risk Assessment Board to identify sub-
stances that are likely to cause employees to be-
come ill. That's implementing the risk management
principle of identifying risk.

Employers that have exposed workers to sub-
stances declared hazardous by this board would be
required to notify current and past employees who
are or have been exposed to the hazardous sub-
stances in the workplace that they should seek
medical testing to determine whether that expo-
sure has or is likely to result in illness or disease.
This requirement, which would aid doctors in
diagnosing patients' illnesses and result in early
treatment of illness, clearly implements the risk
management principle of loss control.

Loss control also is implemented by the legisla-
tion's requirement that employers assign workers
who are at risk of illness to a less hazardous job.

Under this risk management analysis, the legis-
lation appears to be entirely appropriate. And, it
appears to complement the Occupational Safety
and Health Administration, which provides not
only for the identification of hazardous substances,
but also requires risk reduction and loss preven-
tion through reduction or elimination of expo-
sure to hazardous conditions and substances.

But, some business groups and legal experts are
greatly concerned that the High Risk Occupational
Disease Notification and Prevention Act, as
drafted, will result in billions of dollars in ex-
penses that businesses cannot afford to pay. Em-
ployers, for example, would be required to pay for
the medical screening required for current employ-
ees. "It turns the workplace into a national health
system," contends an official with the Alliance of
American Insurers.

Further, some legal experts predict a large in-
crease in the number of workers compensation
claims and liability lawsuits filed by workers, in-
cluding work comp claims based on stress created
by fear of future illness and liability lawsuits al-
leging employers should have known years ago
about the toxicity of certain hazardous substances.
The costs will begin adding up for defense alone,
even when liability is not found.

Some observers suggest the proposed act's re-
quirements will drive more U.S. businesses out of
the country.
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These appear to us to be legitimate concerns that
must be addressed by proponents of the bill.

Also of concern to us is the apparent duplication
of efforts under the legislation and the OSHA haz-
ard communication standard, also known as the
right-to-know standard, which took effect May
25, 1986. The OSHA standard requires many em-
ployers to implement an employee hazard com-
munication program that includes container label-
ing and employee training (BI, Sept. 30,1985).

We support efforts to identify hazardous sub-
stances in the workplace, to eliminate harmful ex-
posure to them and to practice early identification
and treatment of illnesses. This is morally right. It
also is economically sound, since prevention and
early treatment should in the long term reduce
workers compensation and medical care costs.

However, we have seen other federal programs
with good intentions, such as the Black Lung Dis-
ability Trust Fund, result in unforeseen costs, re-
quiring amendments to bring costs under control.

The High Risk Occupational Disease Notification
and Prevention Act is on a fast track in both houses

of Congress and could pass as early as August. The
Reagan administration has said the bill would be
vetoed, but there is no guarantee that will be.

We don't want to see the whole concept of notifi-
cation and prevention of illness involving hazard-
ous substances derailed. We do think action on this

bill should be slowed down to permit further study
and analysis to determine if it is needed, what its
costs will be, whether opponents' concerns are le-
gitimate and what additional provisions could be
included to satisfy legitimate concerns.

There are two sides to wrap-up insurance programs
To the editor: My fellow risk managers

in the construction industry would think

me derelict if I did not respond to the
Perspective article " 'Wrap-up' Programs
-Consolidating Construction Coverages
Provides Big Savings" written by L.T.
Braucht (BI, April 13).

They all are aware of my outspoken
opinions regarding wrap-up insurance

Business Insurance welcomes let-

ters from its readers. Please keep
your comments as brief as possible.
We reserve the right to edit letters
for ctarity or space. We will not
publish unsigned letters. Send your
comments to Letters to the Editor,
Business Insurance, 740 N. Rush

St.. Chicago, Ilt., 60611.

programs.
I would like to believe that Mr.

Braucht's comments are favorable to all

parties concerned, but experience over
the 17 years tells the other side. While the
wrap-up program is normally carried for
the benefit of the project owner, there is
one ingredient missing.

An owner and a contractor enter into a

formal written agreement to have the
contractor build a building and to fulfill
all obligations through completion of the
project. Unfortunately, an insurance
company writing a wrap-up program
makes no such commitment to continue

to insure the risk through completion of
the project. In spite of a unified safety
program, should losses cause the project
to turn "sour," the insurer is very quick
to jump off the risk.

Furthermore, when excess liability pre-

miums escalate like they did in 1985-
1986, owners are quick to reduce the
amount of coverage-thereby exposing
their assets to a catastrophic loss-to
cover she interest of the contractor and
all tiers of subcontractors.

These are just a few examples of the
difficulties encountered by all parties,
including the owner, in the administra-
tion of a wrap-up program. Unless a
project owner is made aware of both the
pros and cons of such a program, he can
easily fall into a financial trap before the
projecs has been completed.

To quote a well-known radio commen-
tator, this is the rest of the story (or at
least a part of it).

Sam W. Stone Jr.

Corporate Risk Manager
HCB Contractors

Dallas
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Is complex ity making
health care benefits confusing?

The CNA Insurance Companies can eliminate the
complexity and the confusion with our new utiliza-
tion review program.

We've simplified employee health care benefits
by combining six cost containment features into one
program. No more qualifying lists to remember or
complicated forms to complete...so it's easier to edu-
cate employees and manage benefits. Now, our fully-
integrated utilization review program encompasses
· Pre-certification · Second opinion
· Weekend admission · Pre-admission testing
· Outpatient surgery · Discharge planning

To use our program, an employee simply gives
our toll-free number to the attending physician. The

physician then calls our medical staff to discuss the
case. Together, they determine the appropriate care
necessary based on the patienfs specific needs,
ensuring quality care.

CNAs utilization review program is part of
CURE PLUS, our national cost containment network.
As a member of Private Healthcare Systems,
a partnership of 10 major insurers, we developed a
health care network which off6rs efficient, quality
care.

Take the complexity out ofyour health care
benefits. Contact your CNA group representative or
insurance broker for more information about
CURE PLUS.

CNA
For All the Commitments You Make®

Coverage provided by Continental Assurance Company, one of the CNA Insurance Companies.



Policy reimburses bank directors' legal costs
A new program that reimburses

outside directors of savings insti-
tutions for their legal expenses in
defending suits from sources such
as shareholders, borrowers, depos-
itors and employees is available
from NAS Insurance Services.

The program, which is teing
marketed to savings institutions
like banks and savings and loans
with assets up to $250 million, is
an extension to NAS's GALEXI
plan, which reimburses all direc-
tors and offic ers of savings institu-
tions for their legal expenses in

products & services
defending suits brought by any
governmental entity, said Maurice
Sidy, president of the Los Angeles-
based underwriting manager.

The program was launched in re-
sponse to the shortage of D&0 in-
surance, plus the common exclu-
sion in D&0 liability insurance
policies of coverage for allegations
or lawsuits brought by governmen-
tal agenci€s. The exclusion has

made it increasingly difficult for
savings institutions to attract and
retain qualified directors, Mr. Sidy
said.

The claims-made coverage,
which is underwritten by Lloyd's
of London underwriters, covers
civil actions and includes sue-
cessful defense of criminal actions.
Ir- the event of a suit, the policy
permits directors and officers to

choose their own attorneys or law
firms to defend them.

NAS offers financial institutions

a choice of four plans with varying
policy limits and covered perils.

For example, according to Mr.
Sidy, the plans available to Inde-
pendent Bankers Assn. of America
members are:

• Plan A, with limits of $50,000
per person per occurrence, up to a
$150,000 aggregate for a premium
of $3,000 annually.

• Plan B, with limits of $100,000
per person per occurrence, up to a

Heds What Ib Look For
InATpical Emhezzler.

Short or tall. Old or

young. Male or female.
Try to draw a portrait of
the typical embezzler
and you'll probably draw
ablank Because itcould

be anyone.
And experienced

business people know
that the only thing
harder than spotting an
embezzler is repairing
the damage he's done.

'Ihathwhy they rely
on Honesty Insurance
from F&D.

Shouldn't you find
out why F&ID's Honesty
Insurance is your best
policy? Ask your agent
or broker, or write: F&ID,
A Macdonald Rees,
Marketing P.O. Box 1227,
Baltimore, MD 21203.

m ilhe Fidelityand
DepositCompames

$250,000 aggregate for an annual
premium of $5,000.

• Plan A-plus, which provides
the same limits as Plan A but

covers additional perils, such as
suits brought by depositors, share-
holders and employees, for an an-
nual premium of $4,500.

• Plan B-plus, which provides
the same limits as Plan B but has
the sarne broad coverage as Plan
A-plus, for a premium of $7,500
per year.

In addition, NAS offers four sim-
ilar programs to non-bank savings
institutions. For these institutions,
Plan A coverage costs $5,000 per
year; Plan B costs $7,500 per year;
Plan A-plus costs $7,500 per year;
and Plan B-plus costs $11,250 per
year.

All of the programs have deduct-
ibles equal to 10% of the limits and
10% copayments; however, the co-
payments are not included in the
policy limits, Mr. Sidy stressed.

For more information about the

coverage, contact Maurice Sidy,
NAS Insurance Services, 1800 Ave.
of the Stars, Suite 410, Los An-
geles, Calif. 90067; 213-277-2112.

Mail-order prescriptions
Connecticut General Life Insur-

ance Co. is offering a mail-order
prescription drug benefit program
for its clients.

By combining negotiated dis-
counts on the cost of medications
with increased generic substitution
and fixed dispensing fees, the pro-
gram offers advantages to both
employers and employees, accord-
ing to a company spokesman.

"Prescription drug charges typi-
cally account for 5% to 8% of a
company's total medical plan
costs. For the most part, cost-con-
tainment programs have not ad-
dressed this issue and, as a result,
prescription drug costs are on the
rise," said William H. Sharkey, vp-
marketing for the Hartford, Conn.-
based insurer.

"A mail-order drug program can
enhance a company's cost-contain-
ment efforts while providing an at-
tractive benefit for employees at no
extra charge," he added.

To provide this savings to both
employer and employee, Connecti-
cut General has arranged for Na-
tional Pharmacies Inc. of Elmwood
Park, N.J.-a firm with more than
16 years in the prescription by mail
business-to provide maintenance
prescription medications by mail
order for Connecticut General eli-
ents.

Maintenance drugs are defined
as the type used on a continuing
basis to treat a chronic condition.
"As much as 80% of a company's
prescription drug plan's total cost
consists of maintenance drugs. So,
there is great potential for savings
in this area," Mr. Sharkey ex-
plained.

For no additional cost, employ-
ers with group medical or dental
coverage from Connecticut Gen-
eral may sign up to have mainte-
nance prescription drug orders
filled by mail.

Once an employer has signed up,
employees mail their order and
prescription to National Pharma-
cies, which fills the order within
10 days to two weeks. And, be-
cause of discounts negotiated by
Connecticut General, employees
pay a maximum of $3 for each pre-
scription.

As an added cost savings, generic
medications are substituted for
brand name drugs where permitted
under state law, a Connecticut
General spokesman noted.

For more information on the

mail-order program, contact Wil-
liam H. Sharkey, Vp-Marketing,
Connecticut General Life Insur-
ance Co., Station B247, Hartford,
Conn. 06152; 203-726-4976. I



ANOPENLETTER

TO OUR FRIENDS

AND BUSINESS ASSOCIATES

These are uncertain times; corporate mergers and hostile takeovers are
commonplace in today's business headlines. Corporate identities can get
lost in the shuffle of new names, logos, products and services. And all too
often, personal relationships with friends, associates and clients get lost
along the way.

But fortunately, it doesn't always work that way. The acquisition of the
Transamerica Occidental Life Group operation by Provident Life and
Accident Insurance Company, is, in actuality, a joining of friends. Over
the years Transamerica Group employees and Provident employees have
shared projects, developed working relationships and established friendships.

Because of the professional and personal respect we have for each other,
this transaction promises to be an almost transparent process for our
clients and associates. However, one thing you will see, is the substantial
and measurable "value added" benefit that this transaction will produce.

Provident Life and Accident Insurance Company, based in Chattanooga,
is one of the premier providers of employee benefit plans in the nation
with over $2 billion of premium and premium equivalent. As specialists
in the large employer marketplace with regional dominance in the
east and southeast, they are an ideal complement to our western book
of business.

It's true, Transamerica Occidental Life is going out of the Group Life and
Health Insurance business, but you'll still be able to find us. We'll be
among the people of Pmvident who, for the last 100 years have exhibited
a commitment to providing the best in insurance products.

We think that you're going to like our new friends, and we're looking
forward to intmducing you to them.

Ro,o C,0 Al -
Ronald W Moreland
Executive Vice President

Group Life and Health
Transamerica Occidental Life

Transame,lea
Occidental Life

s Transamerica Center

Transamerica Occidental

Life Insurance Company



What determines the price
of liability insurance?
In an insurance contract, a policy-

holder is obligated to pay a premium
for the protection provided by the poli-

cy. The insurer, in turn, is obligated to

pay certain covered claims costs and
associated expenses should liability be

established against the policyholder.

Lawyers Liability
Shand Morahan has been one of

the foremost suppliers of law-
yers professional liability insur-

ance since the early 1970s. This
was one of our original coverages
and we have developed a recog-

nizable expertise in this area.
Professional liability coverage

is purchased by the law firm and
protects the firm, its associates,
individual partners, employees,
as well as former associates,

partners and employees, for
services rendered on behalf

of the firm.

We are particularly interested
in firms of five or more lawyers
specializing in: defense, domes-
tic relations, real estate closings,
collection, criminal law, plaintiff
work, international law, labor

relations, and estate planning.

Our extensive experience in 1
this coverage allows us to take a

highly responsible approach to
underwriting and pricing this
type of insurance. And we are
willing to work with firms to fit
coverage to their individual
needs. Ninety percent of our
claims service staff are them-

selves attorneys and highly ex-
perienced in working with
lawyers claims.

Specified Medical
Professions

Under its Medical Malpractice
program, Shand Morahan pro-
vides professional liability pro-
tection to a wide range of medical
and paramedical health care
providers.

These include therapists,
psychologists, RN anesthetists,
dental technicians and hygien-
ists, pharmacists, chiropractors,
optometrists, opticians, para-
medics, physiotherapists, per-
fusionists, veterinarians, x-ray
technicians, to name only a few.

Coverage extends to facilities
such as free-standing emergency
centers, outpatient surgical cen-
ters, mental health clinics, medi-
cal labs, medical personnel pools
and nurses' registries.

This policy is written on a
claims-made basis and coverage
is available in most states.

Ideally, the insurance product:s priced
to allow the insurer to co[ect sufficient

premium to pay Rr these claims costs
add expenses and still make aprofit.

When calculating the appropriate

price for a policy, the insurer relies
upon its ability to 2stimate probable
claims costs. This capability is influ-
enced by a number of factors.

Social and legal factcrs, such as the
type anc size of judgments granted by
the civil justice system, have a major
influence. Recent judicial interpreta-
tions creating or expanding theories of

lega liability also affect the insurer's
ability to accurately anticipate· claims
paymens, and thereby, accurately
establish reasonable rates. As this

'..5.' 1 ,,3 I
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Shand Moraha

judicid unpredictability continues and
increases, rhe insurer must take this

into acccunt when se=ung rates.
Ar.,otier influence is the Inpact of

federal and state .egislation involving
joint and several liability and other civil
justice system issues.

The "long-tail" nature of liability
risks. is yet another factc,r that adds to
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Company Inc.

che difficulty of predicting claims costs
and estimating reserves for unpaid
claims.

The types of risks placed in the

Excess & Surplus marketplace, in par-
Scular, present difficulty in pricing due

to their unique nature. These include

substandard risks, the potential of
high claims costs per class of business

f

ALJ\/tM I IbtIVItl\11

or per nsk, highly specialized classes
of business, new classes of business,

and classes or segments of business
that admitted carriers do not offer or

will no longer underwrite.

Trends in claims costs also play a
role in setting rates, as does the

frequency or number of claims.

Policyholders' surplus or equity

4

X

1

capital also plays a role. Reasonable

ratios of capital to premium writings

and unpaid claims reserves must be
maintained.

In pricing a risk, the insurer evalu-

ates these rate-influencing factors to
ensure that rates are sufficient to

cover all costs associated with claims,

underwriting and related expenses.

We believe this methodology will

result in profitable underwriting.

As always, we welcome your

thoughts, comments, questions. Sim-

ply write to: Joseph J. Prochaska, Jr.,
Chairman and Chief Executive Officer,

Shand Morahan & Company Inc.,
Shand Morahan Plaza, Evanston,

IL 60201.

Products Liability &
Products Buffers

Although we are known primarily
for our professional liability and
'errors and omissions coverages,
Shand Morahan has continuously

offered products liability and

products buffer layers since

1976. The stability and continuity

of this program has made us one
of the leading domestic under-
writers of this insurance.

Coverage is written on a spe-

cified products basis, and we

offer primary and low-level ex-

cess or buffers on many classes.
Primary coverage is usually writ-
ten for manufacturers that can

assume a significant deductible
or self-insured retention. And

risks must be able to demon-

strate appropriate financial

strength.
We offer limits of liability up to

$1 million and higher limits may
sometimes be arranged. Buffers

or excess claims-made coverage
must be over policies written on

a claims-made basis by an accept-

able insurer. A prior retro-
active date can be included.

We are a proven market for

hard-to-place products risks, and

are especially interested in writ-

ing this coverage for such risks

as medical devices and heavy

machinery.

Insurance Companies
E&0/D&0.

When insurance companies need

to insure themselves, they turn
to Shand Morahan. As the lead-

ing market for insurance com-
pany E&0 and D&O in the

country, we are the only one to

offer such a comprehensive

package policy. The policy can in-
clude either E&0 coverage or

D&0 coverage or both, and

separate limits of liability are pro-
vided for each coverage.

Coverage under the policy can
be adapted to meet the individual
needs of the insurance company

in such areas as ancillary opera-

tions and prior acts.
Shand Morahan has under-

written this coverage for eight

years for a wide variety of insur-

ance companies, from town and

county mutuals to the largest
insurers in the business.
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Insurance college
Continued from page 3

Mr. Kline would not comment on

the restructuring plans.
"He's negotiating with a lot of

people," Ms. Lamel noted.
"I wish that we could say it was

a bad day and now it's a good day,"
Ms. Lamel said. "We're saddled by
an enormous debt, and now we

have to do something about it"
The College of Insurance, with

an enrollment of 1,000, provides a
complete curriculum leading to
bachelor's and master's degrees in
business administration and a

bachelor of science degree in actu-
arial science.

Corporate sponsors, generally in
the insurance field, pay two-thirds
of the tuition plus the cost of books
of virtually all of the 150 full-time

college students, according to Ms.
Lamel.

About 75% of the part-time stu-
dents work in the insurance field,

and many of their employers at
least partially reimburse their tui-
tion, she said.

"It's the only institution of its
kind," Ms. Lamel noted, adding
that it has been of great value to
the industry.

The college's current crisis was
caused by a combination of ill-
conceived advice, poor cost
projections and unfortunate tim-
ing, according to Ms. Lamel.

A feasibility study conducted be-
fore construction was authorized

projected that with the attraction
of a new facility, the college could
double its enrollment, which at
that time was 1,500.

But the study was inadequate in
several respects, according to Ms.
Lamel. For one thing, it failed to
take into account the overall de-

cline in the number of college-age
students.

It also failed to consider the im-

pact of the insurance industry
cycle on enrollment.

Tuition is "one of the so-called

soft areas," she noted. As soon as

the market turns, it is among the
first items to be cut by hard-
pressed companies.

At the same time, with hiring
levels reduced, companies are less
likely to send new people to the
college for orientation courses, nor

will current employees have much
incentive to get their MBAs when

they see few opportunities for pro-
motion.

In recommending that the facil-
ity include dormitories, the feasi-
bility study also failed to take into
account that the college has nei-
ther a "national presence" nor the
public relations budget to help
build one.

"It takes several years, and it
takes a lot of money," Ms. Lamel
noted. About 75% of its students

now are from the metropolitan
New York area.

Ms. Lamel would not identify the
Big Eight accounting firm that

conducted the study.
"They know who they are," she

laughed.
Another major factor that led to

the college's debt is that despite an
original projection of only $13 mil-
lion to construct the facility,
delays and increasing costs hiked
the total project cost to $30 mil-
lion, Ms. Lamel pointed out.

The overruns were caused by ae-
cumulating interest and the cost of
furniture and equipment for the
new buildind, as well as higher-
than-expected construction costs
and architect fees.

"If it had been $13 million we

could have handled it," she said.

Bad timing was the college's
other major problem. Construction
proceeded during 1982 and 1983,

just when the industry's financial
results began to "nosedive," Ms.
Lamel said. "We suffered for

that."

The college had expected the $15
million bond to be paid off through
capital contributions. But during
that market, the college could not

raise sufficient funds from insur-

ers. "While they were firing peo-
ple, they couldn't ·.ery well be giv-
ing away money to the college."

Had the turn in the cycle not

been as "hard and deep, we might
have been able -0 weather the

stirm" of constru=ting the build-
ing, she said. But, as it turned out,
"it was a big piece to bite off."

Because of the debt, the college
is now operating on a "super-aus-

terity budget," a-cording to Ms.
Lamel. "That's become a terrible

load for us to carry."
For instance, Ms. Lamel noted

that as a result of a combination of

layoffs and attrition, the college's
administra:ive staff is now down

to 42 people, half of the total at the
end of 1983. Two vps, for example,
share a secretary, .vhile the college
is "not spending vehat it should be

spending" on public relations.
In addition, while many colleges

tcday consider .t "pro forrna" for
students to each have their own

computers, students share them at

the college. "It's what we have to
do to provide the basic education
prcgram," Ms. Lamel noted.

The budget crisis also has caused
the college other prcblems. "It has
been a real obstacle in terms of our

enrollment and -n scliciting new
students," she said. The college's
current enrollment of 1,000 is

down 33% from a high of 1,500 in
1D80-81.

Those who knew about its finan-

cial situation, including guidance
counselors and others who advise

students on their choices of col-

leg€s, became ccneerned the col-
lege was not a viable ling-term op-
tion, Mr. Lamel noted.

And even those with little

knowledge about the college's fi-
nancial situation picked up inac-
curate rumors and tended to dis-

courage students Ms. Lamel noted

that at one me€ting, the guidance
counselor superrr:tendent for Man-
ha::an's public schcols said the
college had closed. While he was
eventually corrected, 'that hurt us

like hell," Ms. Lamel said.
Ms. Lamel noted there is intense

competition among educational in-
stitutions for good students. "Ev-
eryone wants essentially the same
100 students, and we're fighting
for them, too," she said.

The fact that the college is not as
well known as some of its competi-
tors-which include the University

of Pennsylvania's Wharton School
of Business-combined with re-

ports of its financial difficulty, put
it at a disadvantage, she said.

Students already enrolled also

have expressed concern about the
situation. she noted.

However, some of the anxiety

has been relieved by keeping the
students closely informed of the
situation on an ongoing basis, and

student morale is now good, ac-
cording to Ms. Lamel. "I think
that's one of the most positive

things that has happened in the
past couple of years."

The college also has lost some
faculty members, who have been

difficult to replace. There are now
14 full-time faculty members, com-
pared with 17 in December 1983,
Ms. Lamel noted.

The number of adjuncts, who

teach part-time, also has been re-
duced to between 60 and 70. At

one time, when the college had a
bigger student body and offered
more courses, there were more

than 100 adjuncts, she said.
But the situation is "not without

light at the end of the tunnel," she
said.

She noted that over the past two
years the college's $5 million
operating budget, which excludes
debt service, has been in the black.

"If we had to do it all over again,

I suppose we could have done a
number of different options," in-
cluding moving into an existing fa-

cility, Ms. Lamel noted.
But she remains optimistic the

debt restructuring will be accom-

plished.
"We're all going to have one hel-

luva party when it's done." I

To A Lot Of Insurance

This V\Tas A Stop Sign.
Most insurance companies view heavy construction as a

risky business. And when R. E. Hazard Contracting Company
applied for liability and workers' compensation coverage three

\ years ago, insurers saw Hazard
/

the same way Trouble, waiting
to happen.

Yl ...
But Argonaut took a closer

look and saw something more.
One ofthe best safety records

.

:F - in the industryfr--n

And wdve been insuring
Hazard ever since.

To provide workers compandiiability coverage for a constructiouvroJect
that employs dozer.s of trades takesjlexibiliry and resourc*lness. I: takes a
companv like Argenaut
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Det roit bank names Edford risk manager
comings & goings: buyers

Gregory L. Edford, 43, has been
appointed vp-risk management at
National Bank of Detroit. In this

newly created position, Mr. Edford
oversees property/casualty insur-
ance for the bank, the marketing of
some consumer insurance prod-
ucts, such as credit life insurance,
and will be responsible for the
eventual consolidation of the
bank's insurance functons. He re-
ports to D.D. Kaylor, second vp
and chief financial officer. Pre-
viously, Mr. Edford served as risk
manager for Burroughs Corp.-
now Unisys-in Detroit. He re-
ceived bachelor of arts and master
of arts degrees in economics from
Eastern Michigan University in
Ypsilanti. In addition, Mr. Edford
is a deputy member of the Risk &
Insurance Management Society
and a member of the Machinery

Allied Products Institute Risk
Management Council.

***

Thomas L. Potter has been pro-
moted to vp-benefits administration

at The Marley

'7 Co. in Mission
. - .-ra Woods, Kan. In

¥i this position, he
6- 4# 30 will oversee ad-

, *41 ministration of
r employee benefit

I \ 4 programs, in-
'eZZ.29'L cluding pension

 and 401(k) plans,-- m as well as group
Mr. Potter health coverage

and related ben-

efits at the diversified manufac-

turer. He reports to Errol P. Mit-
lyng, senior vp-finance and
treasurer. Previously Mr. Potter,
who joined Marley in 1980, was as-
sistant vp and assistant treasurer.
He holds a bachelor of science de-
gree in business administration
from Drake University in Des
Moines. He is a deputy member of
the Risk & Insurance Management
Society.

***

Geraldine A. Clark has been
promoted to vp-personnel at Bea-
ver Pacific Corp. in San Francisco.
In this position, she is responsible
for personnel administration in-
cluding employee benefits, wage
and salary administration. She re-

ROAD

CONSTRUCTION

AHEAD ,

ports to William T. Waste, presi-
dent and chief executive officer of
Beaver Pacific. Ms. Clarke most re-
cently served as assistant vp of per-
sonnel services. She is a member of
the Northern California Human Re-
source Council and the Insurance
Personnel Management Assn.

***

-- John L. La-
.

Crosse has been/4/5*X appointed vp-
4 risk management

3 4: 1 National Super-

/ L--3 newly created
Mr. LaCrosse position, he is re-

sponsible for the
creation and implementation of

Companies,
Argonaut looks at the companyi "

not the category The specifics, not D':..'Al: ''-./

the stereotypes. 1/73

Because every cus- *jSGj f]'<S /48* p .'
tomer is unique. And
every situation demands
the responsiveness and ..,6 · ' ., *a*
flexibility that a com- -'17 4':.'..'49#1. .4. h.'' 2 -i

pany of our size and not yourcategory.
Togetmonprojects oftheground.welookatyourcompany

Our loss control plan makes resources is ideally equipped to provide.
yourproject a safeh zone. Call (415) 326-0900 and talk to our president,
Michael Crall. He just might get you what a quick once-over

won't:

The high sign.Argonaut

ports to Kenneth S. Betuker, chief

viously, Mr. LaCrosse served in a

Corp. in Irvine, Calif. He holds a
bachelor's degree from Boston Col-
lege School of Management.

***

Glenn Venturini, 32, has been
named administrator of corporate
wellness at The Penn Mutual Life

Insurance Co. in Philadelphia. In
this newly created position, he over-
sees a preventive medical program
as well as wellness programs pro-
vided by the company's health bu-
reau. He reports to Donna A.
Tschoepe, director of human re-
sources. Mr. Venturini most recently
served in the company's fitness cen-
ter. Prior to joining Penn Mutual, he
worked in the health and fitness

program at Westinghouse Electric
Corp. in Pittsburgh. Mr. Venturini
holds p bachelor of science degree in
education from the University of
Oklahoma in Norman and a master
of science degree in exercise physi-
ology from the University of Pitts-
burgh. He is certified as an exercise
specialist by the American College
of Sports Medicine in Indianapolis.

We'd like to report on staff changes
in your company's risk manage-
ment, safety or employee benefits
department. Just drop a note to
Paut Winston, Business Insurance,
740 N. Rush St., Chicago, m.
60611, or call 312-649-5442. Please

send a photograph, too.

SPECIALTY COVERS

for

FINANCIAL

INSTITUTIONS

from the

FINANCIAL

INSTITUTION

SPECIALISTS

• Blanket Bonds

• Safe Deposit Box Liability
• Master Fire

• Mortgage Impairment
• Directors and Officers Liability
• Trust Department

Errors 6 Omissions

• IRA/Keogh Errors & Omissions
• NOW Account

Errors & Omissions

• Extortion - Broad Form

For Banks. Savings and Loan
Associations. Mortgage Banks.

Insurance Companies.
Credit Unions

Exclusively through
Agents and Brokers

NHM Financial Institutions, Inc.,
Princeton-Windsor Office Park

PO Box 301

Princeton lunction. NI 08550

Telephone: 16091 443-7400
Telex: 853100
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McCarran-Ferguson unnecessary': HIC chief
By JERRY GEISEL

InWASHINGTON- his stron-

gest denunciation yet of the
McCarran-Ferguson Act, Federal
Trade Commission Chairman Dan-

iel Oliver says the law is anti-con-
sumer and -unnecessary."

Mr. Oliver says it is time to re-

peal the 1945 law that gives insur-
ers a limited exemption from fed-
eral antitrust laws.

"Experience and logic demon-
strate that the exemption is ad-
verse to consumers and is unnece-

ssary to protect legitimate industry
conduct," Mr. Oliver said in testi-
mony before the Senate Judiciary
Subcommittee on Monopolies and
Commercial Law last month.

While insurers say their industry

is so different and unique that it
needs an exemption from antitrust

washington

law, Mr. Oliver said many indus-
tries make the same argument.

"Virtually every industry has its
own problems that can be cited to
support special protection from the
rigors of competition," he said.

"Fortunately, Congress has re-
jected many of these special inter-
est appeals. Unfortunately, how-
ever, Congress has yielded to many
others, granting antitrust immu-
nity not only to the insurance in-
dustry," but to a number of other
entities as well, Mr. Oliver said.

While insurance industry spo-
kesmen have said that repeal of
the McCarran-Ferguson Act would
hurt buyers because insurers could
not engage in joint activities such

as providing coverage through
pools, Mr. Oliver disagreed.

"Enforcement agencies and
courts are well aware that forms of

joint action which enhance rather
than restrict competition should be
lawful, and are quite sophisticated
at distinguishing harmful from
beneficial agreements:" he said.

In addition, Mr. Oliver rejected
insurer arguments that repeal of
the McCarran-Ferguson Act would
lead to federal regulation or a dual
system of federal and state regula-
tion of the insurance industry.

"This argument is largely a
phantom. Where is the legislation
establishing a federal insurance
regulatory agency? Have either

Democrats or Republicans pushed
such bills or held hearings? Does
anyone really think that the Rea-
gan administration would support
such legislation?" he asked.

Indeed, Mr. Oliver stressed that

he is opposed to federal regulation
of the insurance industry.

Mr. Oliver acknowledged that
repeal of the McCarran-Ferguson
Act would not end all anticon-

sumer activity affecting insurance
buyers; but ultimately, would ex-
pose the insurance industry to the
"brisk winds" of competition that
would benefit consumers.

Risk retention report
Have state regulators tried to

unfairly or unlawfully interfere
with your risk retention group or
risk purchasing group?

Property/Casualty
Insurance

Public Entities
Program especially for small to
medium-sized accounts, indudes:

. General Liability

. Public Officials Errors & Omissions

. Auto Liability & Physical Damage

. Property

. Police Liability

. Inland Marine

INSBROK
A member of the TfiiAN Group of Companies

InsBrok,Inc.
P.O. Box 60007

San Antonio, Texas 78209
1-800-531-2277/1-800-292-1533 (Texas) • 512-824-4546

If so, the Commerce Department
wants to know.

In a notice published recently in
the Federal Register, the depart-
ment said it wants to know the ex-

tent to which risk retention groups
and risk purchasing groups have
been discriminated against under
state laws, practices and proce-
dures that are contrary to the fed-
eral Risk Retention Act.

Those comments will be incor-

porated in a September report the
department is preparing on the im-
plementation of the 1986 amend-
ments to the Risk Retention Act.

Under the 1986 amendments to

the Risk Retention Act, employ-
ers, professional organizations and
public entities can band together
to form special multiowner captive
insurance companies known as risk
retention groups. After a risk re-
tention group is licensed in one
state, it can operate nationwide

without having to meet additional
licensing requirements. Risk reten-
tion groups can provide coverage
to member-policyholders for all
commercial liability risks except
workers compensation. The pur-
chasing group provision allows in-
surance buyers to purchase com-
mercial liability insurance-except
workers compensation-on a group
basis.

The report also will explain:
• The extent to which the Risk

Retention Act has resolved the

problems of unavailability and un-

affordability of liability insurance.
• The extent to which the public

is protected from unsound finan-
cial practices and other abuses in-

volving risk retention groups and
risk purchasing gfoups.

• The causes of any financial
difficulties of risk retention groups
and risk purchasing groups.

Comments should be sent by
Aug. 1 to Edward T. Barrett II,

U.S. Department of Commerce,
14th Street and Constitution Ave-

nue N.W., Room 4858, Washington,
D.C. 20230; 202-377-2101.

PBGC premiums
The reaction of employers to the

Reagan administration's proposal
to allow the Pension Benefit Guar-

anty Corp. to charge so-called
variable rate termination insur-

ance premiums will depend on the
condition of their pension plans,
according to a report by benefit
consultant Johnson & Higgins.

Under this variable rate pro-
posal, employers with plans that
are at least 125% overfunded

would continue to pay the same
annual $8.50 premium per plan
participant that all employers-re-
gardless of the financial condition
of their defined benefit pension
plan-now pay (BI, March 30).

However, the proposal, among
other things, would impose an ad-
ditional "funding charge" of $6 per
plan participant per $1,000 of plan
underfunding. However, the ad-
ministration proposal generally
places an annual $100 per partici-
pant cap on the maximum pre-
mium employers would pay.

The proposal is good news for
employers with big pension sur-
pluses, according to J&H.

"These plan sponsors will no
longer have to subsidize under-
funded pension plans of other em-
ployers through ever-increasing
PBGC premiums," J&H said.

On the other hand, employers
with well funded-but not over-

funded-pension plans may believe
the proposal is unfair because they
could face a funding surcharge
even though their plan assets equal
plan liabilities, J&H noted.

However, plans that are under-
funded will see the new PBGC pre-
miums, which would have to be

approved by Congress, as a major
financial burden, J&H said. I



--

''4
'4,

4*

....
...
2 40
/

0

11%44.0

If you want a re* er
who will plan ahead with you000

ring National Re! We work dosely with our clients to assure each treaty gives them optimum
protection for today's risks and for tomorrow's, as well. As a direct writer we modify the terms of treaties to meetchanges in our client's business plans.

If you want a reinsumr responsive to your present requirements, and concerned about your future, ringNational Re!
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Sandoz to give shareholders liability estimate
worldwideBASEL, Switzerland-Share-

holders of Swiss chemical manu-

facturer Sandoz A.G. will receive

more details this week about the

impact of last November's toxic
chemical spill into the Rhine River,

including estimates of Sandoz's
perceived liability.

Marc Moret, Sandoz's chief exec-

utive, is expected to give more de-
tails about the total value of claims

filed against the company and the
psychological implications of the
loss at a shareholders' meeting on

May 5, said a Sandoz spokeswo-
man. "More detailed figures will be
given," she said.

Late last month, Sandoz esti-
mated when it published its 1986
annual results that the company's
losses from the disaster will reach

about 100 million Swiss francs

($67 million).
So far, about 460 claims have

been filed with Sandoz, not in-
cluding claims from governments
bordering on the Rhine River. Of
these, 350 small, less-complex
claims-mostly from Swiss and
West German organizations-have
been settled for about 10 million

Swiss francs ($6.8 million), con-
firmed Jacob Butler, insurance
manager in charge of settling the
disaster claims at Sandoz.

Other claims received by Sandoz
include an 8.5 million deutsche-

mark ($4.7 million) claim from the
West German state of Badenwuer-

tenberg; a 3.5 million deutsche-
mark claim ($1.95 million) from
the West German state of Rhein-

land-Pfalz; and a claim totaling 5
million guilders ($2.5 million) from
the Dutch government.

However, Sandoz still has not

heard from the French govern-
ment, which plans to file a damage
claim stemming from the incident,
Mr. Butler said. He believes, how-
ever, that it will be far less than
the figure of 252 million French
francs ($42.1 million) that French
Environmental Minister Alain

Carignon presented at a meeting of
European officials in Rotterdam
last December (BI, Dec. 29, 1986).

Mr. Butler is confident, however,

that including the French claim,
the losses will not be more than

100 million Swiss francs.

Sandoz has close to 500 million

Swiss Francs in general and prod-
uct liability insurance, including
coverage for pollution incidents
(BI, Nov. 27, 1986; March 23).

-By Stacy Shapiro

Greek quake cover
ATHENS, Greece-More earth-

quake insurance should be bought
in Greece, Europe's most earth-

quake-prone country, the nation's
largest insurance company says.

Only a few factories had pur-
chased earthquake coverage before
the devastating earthquake last
September in the southern port of
Kalamata, which killed 20 people
and injured another 300, according
to Paul Nikolaidis, general man-
ager of Ethniki Insurance Co. Also,

no Kapamata homeowners bought
earthquake coverage.

Damage in Kalamata, most of

which was not covered by earth-
quake insurance, surpassed 80
billion drachmas ($615 million).
Eighty percent of the buildings in
the town of 40,000 residents were

declared unsafe after the quake.
"I believe that insurance against

earthquake damage in this coun-
try, which is an earthquake-active
country, should be obligatory,"
said Mr. Nikolaidis.

Greece's Socialist government
has not ruled out making it man-
datory for homeowners to buy
earthquake insurance, according to
Evangelos Kouloumbis, the Greek
environment, town planning and
public works minister.

In Greece, property insurance

premiums are divided into three
danger zones, depending on the
frequency of earthquakes:

• Zone A has a premium of 1.596
of the value for earthquake-proof
buildings, 3% for other buildings
and 1% for factories.

• Zone B, which includes Kala-

mata, has premiums of 3% of the
value of earthquake-proof build-
ings, 7% for other structures and
1.5% for factories.

• Zone C has premiums of 5%
for earthquake-proof buildings,
15% for other structures and 2.596

for factories.

"When someone asks for insur-

ance coverage for earthquakes, the
insurance company asks for certi-

fication that the (building) did not
have damages from previous earth-
quakes," said Costas Vertopoulos,
an official in charge of property
insurance at Ethniki.

Greek insurance companies can
withstand the amount of claims

filed after an earthquake because
they are reinsured, noted Mr. Ni-
kolaidis.

-By Louis EconomopouldS

Swedish tax
STOCKHOLM, Sweden-A one-

time-only tax on occupational and
personal life insurance and pen-
sion plans imposed by the Swedish
governrnent last year is being

fought strongly by Skandia Life
Sweden.

Skandia Life, a unit of parent
Skandia Insurance Co. Ltd., is ap-
pealing to the European Commis-
sion on Human Rights to test the
legality of the Swedish govern-
ment's tax in the European Court
of Justice. Skandia Life questions
whether the tax is allowed under

the European Convention.
Skandia Life hopes to present

its case to the European Commis-
sion by June 22, said Olle Lifver-
gren, deputy managing director. If
the Commission accepts the case, it
will file legal action against the
Swedish government.

"This tax is unique in economic

terms and raises major questions of
principle," said Bjorn Wolrath,
Skandia's managing director in a
statement. "We believe it is vital

that these questions are fully
tested at the highest level in the in-
terest of our policyholders."

The Swedish government de-

cided last year that all private
pension plans and group and per-
sonal life insurance programs will
be taxed at the end of 1986, al-

though they have not been taxed
before and will not be taxed again.

The value of pension funds were
taxed 7%, and the value of life in-

surance funds were taxed 6%, said
Mr. Lifvergren.

Skandia believes the tax will

cost its clients 2.8 billion Swed-

ish kroners ($448 million), and
overall will cost 15 billion Swedish

kroners ($2.4 billion).
The new tax, however, is not

being imposed on the Swedish gov-
ernment's social security fund.

-By Stacy Shapiro
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Cost shifting, flex plans increasing: Study
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How companies ranked as

Best"for workers compensationclaims administration:
1. Liberty Mutual

0 *

In a recent national survey, more CFO's and
Risk Managers rated Liberty Mutual best for
workers compensation "claims administration"
than the next two insurers combined

As the largest provider of workers
compensation coverage toAmerican business,
we like to think that our size is a result of our

quality A result of bringing all our experience
and expertise to bear in lowering the final cost of
this vital form of insurance.

Long before the term"cost containment"
was coined, Liberty's Medical Advisors and

By ALISON KITTRELL

Employees are being asked to
shoulder more of their benefit

costs, but they also are being al-
lowed to make more of their bene-

fit decisions, according to a recent
survey.

The survey of 812 major U.S. em-
ployers shows that first-dollar
medical coverage is becoming a
thing of the past, while flexible

benefits appear to be the wave of
the future.

The survey, called "Salaried Em-
ployee Benefits Provided by Major
U.S. Employers in 1986," was con-
ducted by Lincolnshire, Ill.-based
consultant Hewitt Associates,

"Benefits are shifting toward
employees in the area of responsi-
bility for paying for them," says
Tim Meinken, manager of Hewitt's

Rehabilitation Nurses were doing just that.
Comprehensive reviews and active management
of the cases of seriously disabled workers have,
shortened recovery times for thousands of injured
workers. And lowered the final cost of workers
compensation coverage fortheir employers.

For 75 years, America has believed in
Liberty Mutual. Because Liberty Mutual has
always believed that better service to our
policyholders is simply better business for us.

Results reported here are from an independent telephone survey conducted
amonga systematic sample of 300 respondents in selected industries.

AMERICA BELIEVES IN LIBERTY MUTUAL INSURANCE

LIBERIY
MUTUAL®2

750 ANNIVERSARY-1987

© Liberty Mutual Insurance Group/Boston

Denver office.

-First, there is a continuing
movement away from first-dollar
medical plans," Mr. Meinken says.

For example, 64% of the com-
panies surveyed required a front-
end deductible for medical ex-

penses in 1986, compared with 54%
in a comparable group surveyed
for 1985.

And, coinsurance was applied to
surgical charges in 62% of the
plans surveyed and to hospital
room and board charges in 45% of
the plans in 1986.

"It is surprising that we are still
seeing movement" in the area of
increased cost-shifting for medical
plans, Mr. Meinken said. He attri-
buted the trend to a reduction in

the strength of labor unions.
He explained that several years

ago, unions negotiated rich medi-
cal coverage for their members,

and that coverage often was ex-
tended to salaried employees. But
unions, spurred by problems in the
manufacturing sector and by com-
panies reacting to increasing
health care inflation, are becoming
more willing to give up some as-
p6cts of their medical coverage.
That trend is carrying over to sala-
ried employees as well, Mr. Mein-
ken says.

It is in the area of medical care

that the shifting of benefit costs to
employees is most evident. Al-
though all of the companies sur-
veyed offered medical coverage to
their salaried employees, only 40%
covered 100% of reasonable and

customary hospital room and
board coverages, whether or not
there was a deductible. Some 36%

of the plans covered 80% of rea-
sonable and customary hospital
charges, and the rest covered some
other amount.

And, 64% of the plans charge a
deductible that is applied to hos-
pital room and board charges as
well as to other medical expenses.

Only 30% of the plans do not in-
clude a front-end deductible, and

the deductibles for the remaining
plans depend on the plan or the
treatment chosen by the employee.

The most-common deductible-

required by 32% of the plans-is
$100 per year. The deductible is
$150 per year for 16% of the plans,
$200 per year for 12% of the plans,
and depended on the medical cov-
erage option chosen by the em-
ployee for 16% of the plans.

Most of the companies do cap the
employee's liability for medical
expenses. Some 89% of the com-
panies include a stop-loss feature,
and 55% of the plans limit the em-
ployee's liability to $1,000 or less,
excluding the deductible.

In addition, many of the health
care plans surveyed include cost-
containment features. The most

common cost-containment features

include incentives for second sur-

gical opinions, offered by 57% of
the plans; incentives for outpatient
surgery, offered by 54% of the
plans; and incentives for having
testing done on an outpatient
basis, offered by 51% of the plans.

Most of the plans extend cover-
age into retirement. Some 92% ex-
tend medical coverage to employ-
ees who retire before they reach
age 65, and 85% coordinate with
Medicare to extend coverage to
employees who retire after age 65.

While making employees share
the cost of medical coverage, more
employers also are letting employ-
ees choose the types of benefits
they want.

According to the survey, 18% of
the companies had some sort of
flexible benefit plan in 1986.

"Now that companies are saying,
'You're going to be more responsi-
ble for paying for your benefits,'
they also are saying, 'We're going
to give you a choice,' " Mr. Mein-

Continued on nezt page
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Benefits survey
Cont-nued from previous page
ken said.

Mr. Meinken says that Hewitt
has seen an "explosion" n em-
ployer interest in flexible benefit
plans since last fall, when Con-
gress passed the Tax Relorm Act of
1986

Many companies were "sitting
on the fence," waiting to see what
actions Congress would take af-
fecting benefits, he says. Now that
Congress has acted, they are rush-
ing to implement flexible benefit
plans. he says.

The most common benefit areas

in which employees can make a
choice are health care, offered by
84% of the flexible plans; death
benefits, offered by 43%; and dis-
ability benefits, offered by 24%.

And, 89% of the plans contain a
flexible spending account op'.ion.

Most of the interest in flexible

plans "is because of cost-crtain-
men: changes," according to Mr.

Many companies were'sitting on the fence,'
waiting to see what Congress would do about

M benefits, Hewitt's Tim Meinken says. Now that
Congress has acted, they are rushing to

implement flexible benefit plans, he notes.

Meinken.

Mr. Meinken also notes that flex

plans often help ernployers keep
medical costs down because em-

ployers are not committed to pro-
viding a certain level of coverage,
but instead are committed to pro-
viding a specific amount of money,
which employees decide how to
spend.

Mr. Meinken also says the
growth in flex can be attributed
to changes in workforce demo-
graphics.

The traditional household, in
which the husband works and the

wife stays home to care for chil-
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HOWWEINSUREDAN
AIRPORT WHEN IT WENT TO SEA

Every bitof material and equipment needed
to build the 96-square-mile King Khaled
International Airport in Riyadh, Saudi
Arabia more than a billion dollars' worth
of cargo from around the world-was
insured by Fireman's Fund.

Few companies will ever take on such
a mammoth project. But with 122 years
of ocean marine experience, we knew we
could handle it. And we did.Withoutahitch.

Overthe years, we've insured virtually

every type of ocean cargo imaginable.
From peanuts to locomotives.
Our ocean marine surveyors know the

business like the back of their hand. Many
grew up with the sea in their bones.

They've been boat builders, steve-
dores, sailors, and ocean captains. Ourchief
surveyor went to sea when he was seven-
teen. He's been with Fireman's Fund
since 1970.

Our independent surveyors are

likewise part of the family We can call
them up at a moment's notice. Whether
they're in Buenos Aires or Borneo. And
we can depend on them to be down at a port
checking a ship or settling a daim within
hours of our phone call. In short, we know
the seven seas. Call us up anytime. -,t
Rom anywhere in the world.If you ma
have cargo that has to cross the ® /,lA. WI
ocean, by sea or by air, we'll t.</Mi#gRU)
take care of it. FmEMANS FUND

INSURANCE COMPANIES

dren, increasingly is being re-
placed by: households in which
both spouses work, single-parent
households and single people. This
has made flex plans more attrac-
tive, because employees can can
tailor their benefit plan to their in-
dividual needs, Mr. Meinken ob-
serves.

Other survey findings include:
• Almost all-91%-of the com-

panies surveyed offer a defined
benefit pension plan. In most cases,
the pension benefit is based on
final average pay.

And, 93% require no employee
contribution for their pension
fund.

For 80% of the respondents with
a defined benefit pension plan, the
pension benefit is based on the
final three to five years' pay.

In 64% of the companies, em-
ployees are eligible for early re-
tirement after they reach age 55
and have completed 10 years of
service.

But, 95% of the companies sur-
veyed do not provide automatic
post-retirement cost-of-living ben-
efit increases.

•Ninety-six percent of the com-
panies surveyed offer at least one
capital accumulation plan, such as
a 401(k) or a profit-sharing plan.

Some 76% of the respondents
provide a savings plan with an em-
ployer match, and 68% offer a
401(k) salary deferral plan. Nine
percent offer an unmatched sav-
ings or thrift plan.

Some 51% of the respondents
offer a payroll-based employee
stock ownership plan (PAYSOP),
and 19% offer a deferred profit-
sharing plan.

Other types of capital accumula-
tion plans offered include subsi-
dized stock purchase plans, offered
by 10%; employee stock ownership
plans (ESOP), offered by 2%; stock
bonus plans, offered by 1%; and
tax-deferred annuity plans, offered
by less than 1%.

Many of the companies offered
more than one type of capital ac-
cumulation plan.

Any new money going into pen-

s'ons 's go ng into defined contri-
but on plans ' such as 401(k) plans
w'th an employer match or profit-
shar ng plans Mr. Meinken says.

He expla'ns that such plans are a
more v'sible beneft for the em-

ployer and they also usually vest
more qu'ckly making them more
portable for employees. This is
especially 'mportant for today's
employees, who are likely to
change jobs more readily than
their predecessors.

• All of the companies surveyed
offer group life insurance. For 15%
of the companies, the coverage is
completely employer-paid; for
11%, it is paid solely by the em-
ployee; and for 74%, the cost of the
coverage is shared by the employee
and the employer.

• Ninety-nine percent of the
companies offer both long-term
and short-term disability pro-
grams.

• Dental coverage, offered by
89% of the companies surveyed, is
by far the most popular of the "an-
cillary" health care benefits.

In contrast, only 21% of surveyed
employers provide vision care
plans, and only 6% provide cover-
age for hearing care.

Copies of the survey, "Salaried
Employee Benefits Provided by
Major U.S. Employers in 1986," are
available for $25 from Cathy
Schmidt, Hewitt Associates, 100
Half Day Road, Lincotnshire, Itt.
60015; 312-295-5000.



Surplus brokers must monitor
insurers' stability: Regulator

By LINDA J. COLLINS

CHICAGO-Surplus lines bro-
kers must take pains to place cli-
ents' business with financially se-
cure insurers, warns a state
regulator.

For example, under Public Act
83-1300 of the Illinois Insurance

Code, which went into effect in

1985, Illinois surplus lines pro-
ducers are responsible for moni-
toring the financial condition of
the insurers with which they place
their clients' business, noted Ri-
chard Rogers, deputy director in
the consumer division of the Illi-

nois Department of Insurance in
Springfield.

Under the provision, the insurers
must meet the financial criteria

spelled out in the insurance code,
he said.

According to Mr. Rogers, this
rule has changed the role of sur-
plus lines brokers in Illinois dra-
matically.

"The responsibility, if something
goes wrong, falls back to the sur-
plus lines broker. I suggest you
take that responsibility very
seriously," he warned.

Mr. Rogers addressed surplus
lines producers attending the an-
nual meeting of the Surplus Lines

Premium volume

produce by surplus
lines brokers 'will

decline somewhat,'

Mr. Rogers says.

Assn. of Illinois, held April 21 in

Chicago.
Not only are surplus lines bro-

kers being held more closely re-
sponsible for choosing financially
healthy insurers with which to
place their clients' business, they
also are finding themselves placing
more classes of business than ever

before, Mr. Rogers said.
"The surplus lines market was

originally designed to fill in areas
where there was no capacity to
write business," distressed lines of

business and specialty business, he
explained.

However, he added, within the

past three years, the surplus lines
market has been called on to write

all types of commercial property/
casualty business.

Mr. Rogers encouraged surplus
lines producers to maintain their
diligence in monitoring the condi-
tion of the insurers with which

they place business.
Mr. Rogers said that if the sur-

plus lines insurance market con-
tinues to grow and producers do
not carefully monitor the health
of surplus lines insurers, state in-
surance departments may be
forced to step in and regulate the
surplus lines market.

And, such regulation would de-
stroy the flexibility on which the
surplus lines market is based, he
pointed out.

Changes in surplus lines pro-
ducers' responsibility and scope of
operations also make it important
for surplus lines agents to carefully
examine market conditions, Mr.

Rogers added.
"We're going to have to under-

stand the market better-brokers,
companies and associations. We
have to be in a position to antici-
pate" changes in the marketplace
before they occur, Mr. Rogers ex-
plained.

And to better understand indus-

try trends and better attempt to
control the cost of insurance, the

industry as a whole "needs to get

serious with data collection," he
said.

For example, better data collec-
tion would help industry repre-
sentatives determine the actual

cost reductions, if any, brought
about by the tort reform measures
that have been enacted in var-

ious states, according to Mr.
Rogers.

Increased data collection also

could help members of the insur-

7¥ 9

ance community pinpoint areas of
the marketplace where problems
are developing and the direction in
which the market is moving, he
said.

Mr. Rogers predicted that as the

property/casualty insurance mar-
ket begins to soften, the volume of
business written through surplus
lines producers "will decline some-
what, but not to the extent it has in

the past." I
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we used to," said Katherine A. Du-
pree, risk manager for Atlanta-
based MetroVision Inc., However,
she added that a bona fide soft

market cycle has not arrived.
If the property insurance market

is not at the height of a soft cycle,
it has improved significantly since
late last year, sources note.

"In the property area, capacity is
no problem and the market is soft.
It's softened very rapidly," ob-
served A&A's Mr. Holcomb.

James' Mr. McDougald said he
has seen "outrageous" competition
on property business, with 60% to
70% rate reductions for some risks.

"I wouldn't call it soft, but it's a
lot better than it was," said Nor-
man Barham, senior vp and prop-
erty department manager in J&H's
New York office.

Rates are down 10% to 20% for

good property risks, though earth-
quake coverage is still "pretty

firm," Mr. Barham reported.
Nevertheless, capacity has ih-

creased for earthquake risks:
Where $75 million to $100 million
in limits were available a year ago,
the market now offers $100 million
to $150 million, he said.

"It's where we thought we would
be at the end of the year, and we're
here at the beginning of the year."
Mr. Barham said.

Insurers are still insisting on
tough loss control engineering but
are willing to offer deductible op-
tions and to consider manuscripted
policy forms, he said.

Underwriters also are stressing
that insured properties be suffi-
ciently valued, said Lawrence
Greenfield, president of The Kaye
Group Inc. in New York.

Property valuations for insur-
ance purposes have increased 20%
to 40% for some policyholders, Mr.
Greenfield said.

A worst-case scenario for prop-
erty risks would be a renewal at
expiring rates and limits, and most

accounts are renewing at signifi-
cantly lower rates, Mr. Holcomb
said. In some cases, policyholders
are obtaining smaller deductibles,
lower rates and broader coverage
in the same renewal.

"They have had the best of all
worlds in the last couple of years:
high premium rates and no losses,"
Mr. Holcomb said of property in-
surers.

Underwriters are more willing to
manuscript policy forms and are
offering clients more policy op-
tions, including additional cover-
ages that were not offered during
the past two years.

Conflicting business strategies
adopted by some property insurers
has driven several accounts into

the market for quotes, according to
Mr. Holcomb. He e>.Flained that
some underwriters are attempting
to renew property accounts at ex-
piring rates while offering lower
rates for new business.

"Word has gone out to brokers:
You had better shop your property

risks around to get the best deal,"
he said.

Austin Hocklander, vp of insur-
ance and claims at Yellow Freight
Systems Inc. in Overland Park,
Kan., noted "some softening in
price" by April 1, when the com-
pany renewed its fire coverage and
extended property damage cover-
ages, including tornado, flood and
windstorm damage.

Rates for the fire coverage and
extended coverages, which are all
written under one policy, were 15%
to 20% lower than those paid last
year, Mr. Hocklander said.

"There was an easing of the re-
newal process," he observed.

Charles M. Armstrong Jr., man-
ager of corporate risk management
at Xerox Corp. in Stamford, Conn.,
said that his company was able to
double the limits on its earthquake
coverage and reduce the cost by
around one-third at its April 15 re-
newal.

However, Mr. Armstrong added
that the company's success in the

Targeting. It's tough enough these days to find the target. Hitting it
is even tougher. Having the right product with exactly
the right twist can help.
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Call on specialty coverage where and when you need it.
Call on the E&8 professionals who know all about
bullseyes and how to hit them.
Call Bowes first.

4

Bloomington, MN Chicago, IL Dallas, TX Houston, TX Nashville, TN New York, NY Newport Beach, CA San Francisco, CA
(612) 854-1111 (312) 559-0400 (214) 233-2202 (713) 785-2622 (615) 389-5823 (212) 406-15* (714) 760-9226 (415) 495-0106

V. pp V

I Ell= =:0-                                                                   A. A-                                               -

earthquake market isn't reflective
of the property/casualty market as
a whole.

"I do not take that as an indica-

tion of a major trend," he·said.
"It's encouraging, but that's a spe-
cialty line of coverage."

Although there will be some soft-
ening in other lines later this year
and at the beginning of 1988, "it
will continue to be tough," Mr.
Armstrong predicted.

Surplus lines insurers also report
competitive conditions in the prop-
erty insurance market.

Property rates "went downhill
really fast" because underwriters
experienced so few 1986 catastro-
phe losses, said Nicolas Yuschen-
koff, vp and secretary at California
Union Insurance Co., a CIGNA
Corp. unit.

Current property market condi-
tions present "a double-positive"
for risk managers, pointed out
Donald K. Sherwood, president of
Sherwood Insurance Services in

San Francisco. "They're able to cut
their premium substantially, and
will also be able to buy higher
limits."

Risk managers may pay 25% to
50% less at July renewals for prop-
erty coverage at the same terms
and conditions as last year-and
while possibly obtaining even
higher limits, Mr. Sherwood said.

The premium reduction may be
even greater depending on the pol-
icyholder's industry. For example,
Silicon Valley software manufac-
turers are more likely to receive a
75% premium reduction than are
canneries and lumber companies,
he observed.

But Mr. Sherwood also cautioned

risk managers not to expect such
great reductions if their property
insurance contains earthquake
coverage, the pricing of which con-
tinues to be relatively tight.

Meanwhile, London un-
derwriters expect that about 5% of
the London non-marine market's

property insurance premium vol-
ume may move to U.S. insurers be-
cause rates cuts offered by U.S. in-
surers are greater than the 15% to
20% rate reductions that London

underwriters are offering.
"Last year, the London market

was not the only game in town, but
it was predominant," said Stephen
Matanle, executive director specia-
lizing in property for Lloyd's of
London broker Bowring Non-Ma-
rine Ltd. "A lot of that business is

now going back to the U.S."
London brokers and un-

derwriters believe that property
rates are dropping much faster
than casualty rates because more
capital has been injected into U.S.
companies writing property busi-
ness rather than casualty risks.

In addition, last year was the
peak of the hard market and un-
derwriters earned tremendous

profits in the property insurance
lines since there were no signifi-
cant losses from earthquakes or
hurricanes.

As a result, U.S. property un-
derwriters are offering rates which
are 10% to 50% less than rates in
London for "bread-and-butter"

U.S. property risks that were solely
written in the London market last

year, Mr. Matanle said.
There is now pressure on London

property underwriters to follow
the rates down to retain the busi-

ness, he noted.

But, London underwriters are
offering only 15% to 20% rate re-
ductions on property business, said
Terry Mann, deputy chairman and
managing director of Lloyd's bro-
ker Price Forbes Ltd.,the North
American brokerage subsidiary of
Sedgwick Group P.L.C.

"We are seeing a heavy down-
ward trend in premiums (and)
London is often not willing to ab-
sorb these rate decreases. They
would rather see the business go,"
Mr. Mann observed.

The London market is retaining
the more complex U.S. property

Continued on next page
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risks it has traditionally under-
written, brokers in the London
market say.

This business "will not have suf-

fered as much in the hard market

as those which moved from one

market to another," Mr. Matanle
explained. "The aim by London is
not to have huge swings up or
down and London achieves this

basically on these accounts."

While the casualty insurance
market may not be "soft" like the
property market, it is softening.

Insurers writing casualty cover-
age have developed additional ca-
pacity since last year, brokers and
underwriters report, and coverage
is becoming slightly less expensive
for certain risks.

Casualty insurance capacity
available from LAS. insurers has

increased 25% to 50% since last

year, J&H's Mr. Kerekes estimated.
He added that most of this new ca-

pacity is coming from insurers that
have increased the lines they will
write. For example, an insurer that
offered a $5 million line a year ago
may now offer $10 million.

Mr. Kerekes said that certain ca-

sualty risks have seen modest rate
reductions, but he added he has
seen no broad decline in rates yet.

To put together a $20 million
umbrella placement may have re-
quired the participation of four in-
surers last year, noted Sam Alcorn,
senior vp with Bayly, Martin & Fay
International Inc. in Fort Worth,
Texas. This year, those same limits
can be obtained from just two in-
surers.

"That leaves the other two com-

peting to get a piece of it," he ex-
plained.

Mr. Alcorn predicted the market

will become increasingly competi-
tive this year, but he said prices
will decline only gradually.

Not only are insurers reducing
rates for larger accounts, but many
smaller accounts are also benefit-

ing from the general softening in
the market, Mr. Alcorn said. For
example, BMF recently renewed a
casualty package policy for a

church at 35% off last year's pre-
mium.

Professional and pollution liabil-

ity coverages continue to be ex-
pensive and capacity in these lines
is still very limited, according to
Mr. Alcorn.

"We're not seeing anybody
jumping into pollution liability,"
Mr. Alcorn said. He noted that in-

surers are continuing to stay away
from lines of insurance they "feel
they can't evaluate."

Rates on desirable casualty busi-
ness-especially when it is com-

bined with property business in a
package policy or with umbrella
coverages-are down anywhere
from 10% to 25%, A&A's Mr. Hol-
comb said.

New alternative facilities like

X.L. Insurance Co. Ltd. and

American Excess Insurance Assn.

provide blocks of capacity in the
$25 million to $100 million layer,
and the first $25 million in limits is

no longer difficult to complete, he
said.

"Most buyers will frankly not be
facing any of the problems, the
anxieties, that we both faced last

year," Mr. Holcomb observed. "I
would be very surprised if it did
not continue on this course for at

least this year and next year.
"This year and next year should

be unusually good for the buyer,"
he observed.

One major real estate client of
James saw a 40% to 45% reduction

in the premium for a recently ren-
ewed umbrella package that in-
cluded onwers, landlords and ten-
ants liability coverage, Mr.
McDougald said.

For some buyers, capacity was
available even during the tight
market but was too expensive to
use.

"The assureds invariably bought
less occurrence capacity than was
available in the market because of

price," said Mr. Klink of The
Kornreich Group. "They are (now)
buying more limits than they had
been."

For example, one -Kornreich eli-
ent that bought $100 million in lia-
bility limits three years ago and

, only $50 million last year is buying
$75 million this year for about the
same premium paid for the $50
million, Mr. Klink said.

"We are absolutely seeing pric-
ing come down in the excess, ' Mr.
Klink noted, adding that the re-
ductions have been in the high
rather than the low excess layers.

Where underwriters may have
sought a premium of $8,000 to
$10,000 per $1 million in coverage
excess of $40 million, they now

are seeking only $5,000 to $7,000 in
premium, he said.

Corroon & Black's Mr. Davis
noted that the casualty insurance
market has become segmented.

For companies with heavy prod-
uct liability exposures, like chem-
ical and pharmaceutical manufac-
turers, "1987 looks a lot like 1986"
as these companies continue to
face both availability and afforda-
bility problems, he said.

However, light manufacturing
and service companies are benefit-
ing from some competition among
casualty insurers, Mr. Davis said.
He noted that these less hazardous

risks can expect premium reduc-
tions in the range of 5% to 10%

Continued on next page
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compared with last year's rates.

A similar two-tier market has

developed with respect to the pol-
icy form .that underwriters are

willing to provide.
Difficult, long-tail casualty risks

continue to be offered predomin-
antly claims-made coverage--par-

ticularly in the London market-
while lighterrisks are able to find
occurrence-based coverage, Mr.
Kerekes noted (BI, Feb. 9).

Domestic insurers are making
occurrence fornns increasingly
available, says Dan Colacurcio, a
vp in Swett & Crawford's national
marketing division in Los Angeles.
Construction contractors and bu-

sinesses with a moderate product
liabilty exposure are two examples

of buyers that will probably find
occurrence coverage available

today that would not have found it
a year ago, he says.

Risk managers report varying

experience in attempts to renew
casualty coverages.

Yellow Freight's Mr. Hocklander
said he saw "some slight softening
in price but not a relief in high-
limit availability"' when the com-
pany renewed its general liability
coverages at the beginning of this
year.

"There is some light at the end of
the tunnel, but the tunnel is still

pretty long," he observed.
Thomas Lewison, director of risk

management for Rorer Group Inc.
in Fort Washington, Pa., said he is
seeing "n6 softening" for his com-
pany's pharmaceutical exposures.

Although rates have stabilized
for product liability coverage for
pharmaceutical risks, prices are
not falling and lower excess layers
remain a problem to complete, Mr.
Lewison said.

New excess liability facilities
like A.C.E. Insurance Co. Ltd. and

X.L., however, have "helped con-
siderably in catastrophic areas,"
Mr. Lewison said.

While brokers describe a soft-

ening market for some casualty
risks that includes rate reductions,
several insurers say they are con-
tinuing to get modest increases for
casualty coverage.

Don Chapman, vp-commercial
lines at Seattle-based SAFECO

Corp., said there has been a "sig-
nificant moderation of prices"
since Jan. 1 and that the company
is r-ow getting rate increases of
about 9% on its renewal business.

"Normal" competition has re-
turned to the industry for main-
stream, Main Street-type business,
said John Bowdish, commercial
lines underwriting officer at the
Kemper Corp. He defined a normal
competitive environment as one in
which underwriters price each risk
on its own merits, with better risks
receiving a commensurately better
price.

Les Baumer, executive vp-insur-
ance operations for Wausau Insur-
ance Cos., said that except for
workers compensation insurance,
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"the casualty business is pretty re-
alistically priced right now."

Mr. Baumer said rate hikes of 8%

to 10%, which would cover the cost

of increased claims severity, are "a
reasonable expectation for this
marketplace. I think most people
in the industry would agree with
this."

"There seems to be plenty of ca-
pacity and appetite around for the
standard-type business," said
Brian Scott, senior vp-product de-
velopment and underwriting for
Aetna Life & Casualty Co.'s com-
mercial insurance division.

However, he added that Aetna is
still seeking price increases for all
of its casualty lines coverages and
most of its property business, al-
though hikes are more modest for
property risks.

The London market, meanwhile,
is expecting to lose casualty busi-
ness to U.S. competitors that are
willing to provide coverage on an
occurrence form rather than a

claims-made basis.

ARC
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At least 10% of London's U.S.-

based casualty premium volume
will return to U.S. insurers offer-

ing coverage on occurrence forrns.
Nearly all London underwriters
will write only U.S. liability risks
on the Lloyd's excess liability
claims-made form or the H.S.

Weavers (Underwriting) Agencies
Ltd. claims-made form.

Much of the business moving
back to U.S. insurers came to Lon-

don last year when U.S. buyers
stampeded into London to search
for capacity they could not find in
the U.S. insurance market, London

brokers and underwriters say.
However, London underwriters

do not seem concerned enough
about the loss of business to cut

rates below those offered by U.S.
insurers or to offer liability insur-
ance on an occurrence basis.

"We will lose some (business),

but I would rather lose it than keep
it," said Robin A.G. Jackson,

Lloyd's of London non-marine un-
derwriter and director of Merrett

Holdings P.L.C. "I see no justifica-

tion for price reductions. And, any-
one who writes casualty on an oc-
currence form needs her head
examined."

"London won't chase the rates

down," said Simon Harrup, chair-
man of the North American divi-

sion of Lloyd's broker Stewart
Wrightson Holdings P.L.C.

"The London market is holding
prices, with marginal reductions.
There can be 5% to 10% rate in-

creases or 15% downwards. But,

price-wise, there is not a lot you
can do. This is a philosophical dif-
ference (between the U.S. and
London markets) between claims-
made and occurrence," Mr. Tyndall
explained.

Some London brokers are en-

couraged by the new capacity of-
fered in London following the es-
tablishment of Anglo-American
Insurance Co. Ltd.

CalFed Inc. announced earlier

this month that it had formed Lon-

don-based Anglo-American with
$80 million in capital and surplus
to write excess liability risks (BI,
April 3).

Weavers, the leading un-
derwriter of U.S. casualty risks in
the London market, announced

that Anglo-American will under-
write 33.42% of Weavers' line slip,
increasing Weavers' premium ca-

pacity by 50%.
As a result, Weavers can now

write up to 100% of the first $5
million excess liability layer, up
from 80%; 87.5% of the next $15
million excess of $5 million layer,
up from 62.5%; and participate on
a $30 million excess of $20 million
layer (BI, April 20).

"Capacity-wise, London is look-
ing good for the first $20 million,"
said Charlie Pearch, director of the
casualty division of Lloyd's broker
Alexander Howden Ltd., adding
that there may actually be too
much capacity within the first $20
million liability insurance layer.

However, Weavers' move may
not be sufficient to attract U.S.

buyers back to London, other bro-
kers say.

The return of some competition
to U.S. property/casualty markets
has been sparked by the improving
financial health of insurers pro-
duced by two years of rate in-
creases and coverage restrictions,
brokers and risk managers agree.

However, many observers-in-
cluding insurers-do not expect a
quick return of ferocious price
wars.

Arthur F. Evans, executive vp
with Royal Insurance Group, noted
several factors that will deter an-

other round of price cutting, in-
cluding:

• The ongoing tight market for
casualty reinsurance.

• The impact of tax reform mea-
sures, including mandated dis-
counting of loss reserves.

• Continuing low interest rates,
which discourage a return to cash-

Continued on next page
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flow underwriting.

• The cost to surviving insurers
of other insurer and reinsurer in-
solvencies.

• Problems with occupational
disease claims like asbestosis.

"Overall, I think it's too soon for
the companies to go back to under-
pricing their business," said Fred
Themmes, senior underwriting of-
ficer in the St. Paul Cos. Inc.'s
commercial insurance division.

"I think it's going to stay relati-
vely stable over the next year,"
agreed Aetna's Mr. Scott.

"I think some lessons were

learned" during the last soft mar-
ket, agreed Yellow Freight's Mr.
Hocklander. "Insurers are using
better underwriting judgment."

Whether the market returns to

the cutthroat competition of the
early 1980s depends on whether
the insurers "believe their own
rhetoric" about the need for care-

ful underwriting, Corroon &
Black's Mr. Davis observed.

Noting that the insurance indus-
try is highly competitive, Mr. Davis
says it would take only one or two
insurers to "break ranks" to start

another major price cutting cycle.
Because of last year's improved

results-and continuing good re-
sults expected for 1987-many in-
surers are becoming more con-
cerned about maintaining market
share, BMF's Mr. Alcorn noted.

"That term market share is

starting to creep back into the vo-
cabulary," he pointed out.

Whatever softening has occurred
in the property/casualty insurance
market has not resulted from any
significant improvement in the re-
insurance market, brokers and
reinsurers report.

Treaty reinsurance capacity gen-
erally remains tight and rates are
steady, though some competition
has emerged in the facultative
area, observers say.

"The most positive element is
that reinsurers now take the time
and have their houses in order to

really study and write business,"
said Willis King, chairman of Will-
COX Inc. Reinsurance Interme-

diaries in New York. "It's painfully
slow still, but at least you don't get
the door slammed in your face be-
cause reinsurers don't have the
time to talk to you."

"Our price levels have been rea-
sonably stable," said Ward B. Gor-
don, chairman of Intere Interme-
diaries in New York.

Reinsurers are not placing as
much emphasis on sunset clauses,
and claims-made forms are not a

factor, though London continues to
provide a claims-made market for
tough casualty risks that should be
written on that type of form, Mr.
Gordon said.

"Because we have not had a big
blow for a long time," property fa-
cultative reinsurance "has become
very, very competitive," said G.
Michael Fitt of Employers Re. He
added there is also competition for
casualty facultative business.

"What we see is the phenomenon
of large Eastern primary com-
panies retaining a much larger
piece of the exposure themselves,"
leaving smaller pieces of the busi-
ness for facultative underwriters

and thereby creating competition,
he explained.

Competition in the facultative
market will probably spread to the
treaty area, possibly by July 1 and
certainly by next Jan. 1, Mr. Fitt
predicted.

In London, reinsurance market
observers say competition in the
reinsurance market will not be
really prevalent until year-end re-
newals in December.

"I think the market will be static
in July, and pressure will not begin
until year-end," said Keith Gillies,
chairman of Lloyd's reinsurance
broker Golding Stewart Wrightson
Ltd.

"We see the type of casualty
(treaty) business coming to London
holding the rate which we imposed

last year," said Victor Blake,
chairman and chief executive of
CNA Reinsurance of London Ltd.

"On the facultative side, we see
some competition reawakening.
But, we are resistant to any down-
ward movement," Mr. Blake

added. "We see more of a trend and

a competition, but we are willing
to see the business leave London."

Some London underwriters are
supporting ceding companies that
are writing general liability busi-
ness on an occurrence basis, ad-
mitted Hady Wakefield, deputy
chairman and chief executive of
the North American division of

Lloyd's largest reinsurance broker,
C.T. Bowring Reinsurance Ltd.

"But it isn't much," Mr. Wake-
field said.

Also contributing to this story were
Judy Greenwaid in New York; Ro-
bert A. Finlayson and Steve Tara-
vella in Los Angles; Michael Brad-
ford in Dallas; and Stacy Shapiro
and Carolyn Aldred in London.
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*Note: A few classes are restricted to $50 million in excess of $50 million.

Each member is severally and not jointly liable for its share, as specified in the policy, of any assumed risk. Terms and
conditions of coverage are as stated in the policy.

0

Excks T iabilityInsumnce
WithoutThe Adventures In hmdise.

Many companies in need of liability coverage in excess of $25 million have been literally search-
ing the globe, from the City of London to the sands of Bermuda, for stable and consistent capacity.

1*t away the passports. A single policy of $75 million over $25 million in excess liability coverageE- is now available from the American Excess Insurance Association with offices in East Hartford and the

-- World Trile Center in New York City:* Within our policy you can avoid the"adventures" of missing s
layers, incd&istent language, offshore captives or disputes among multiple carriers.

The members of the American Excess Insurance Association (you may have heard us called the
'*merican Slip") are among the nationk 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 claim manager, one underwriting facility, one policy of $75 million
beginning at $25 million. You may choose $50 million or $25 million policies (also in excess of $25 mil-

. lion) if they represent your top layer of coverage.*
Your premiums are tax deductible and theres no added investment or"reserve premium" to lock

you in. Our underwriting standards are designed to satisfy a broad spectrum of
American business.

And travel is entirely up to you.Just ask your broker or company agent 41*»to call this number: (203) 528-1931.
American Excess

Insurance Association

/Etna Life & Casualty, Insurance Company of North America, a CIGNA company, Chubb Group of Insurance Companies,
Crum and Forster Insurance Organizations, General Accident Insurance, The Home Insurance Company, NAC Re Group, The Travelers, Zurich-American Insurance Group.

(Underwriting member companies: The/Etna Casualty and Surety Company, Insurance Company of North America, Federal Insurance Company, United States Fire Insurance
Company, General Accident Insurance Company of America, The Home Insurance Company, North American Company for Property and Casualty Insurance,

The Travelers Indemnity Company, Zurich Insurance Company, U.S. Branch.)
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SHAKE RATrLE & ROLL
,

Comprehensive policy is best cover for boiler and machinery risks
By Jerome Karter comprehensive counterparts for each item is normally equivalent to insurers set policy limits and

U S parent insurers, through their replacement value new, even though deductibles A foreign insurer will err
IN INSURANCE INDUSTRY lingo, worldwide networks, offer the policy usually contains an average on the side of caution when setting a

the term "shake, rattle and roll" comprehensive boiler and machinery clause that limits a policyholder's policy limit but will, in turn, provide
idiomatically identifies a policies that cover the followlng direct recovery for a total loss to actual cash both direct and indirect loss recovery
comprehensive boiler and machinery damage exposures value Moreover, in some countries the in excess of a minimal local dollar
policy because shakes, rattles and rolls 8,0 Property damage to equipment average clause is replaced by a deductible The minimum acceptable

& can idle machinery and cause serious owned or operated by the decreasing limit clause that ultimately deductible usually lS determined by
financial loss policyholder, as well as eliminates any loss tariff rates, the size and type of

Almost all U S multinationals have to equipment under the 1 recovery equipment operated and the
some exposure to boiler and policyholders' control international Also, a policyholder policyholder's ability to retain losses
machinery loss Any business that ,/ Expediting must carefully establish In contrast, a distinguishing feature
operates pressure vessels or machinery expenses issues property damage limits of a comprehensive policy is its
can suffer both direct and indirect loss a•,0 Property damage under a foreign-placed substantially large retention in the
arising out of machinery breakdown liability boiler and machinery form of a dollar deductible on
or rupture or explosion of boilers or 4 Bodily injury liability contract because the policy wording property damage losses and a
other pressure vessels &,0 Defense, settlement and usually does not define "accident" and waiting-period deductible on business

The most obvious hazard lS supplementary payments "obJect" in the same broad terms as a interruption losses Basically, a large
explosion due to the pressure 7 Automatic coverage of machinery comprehensive policy Ordinarily, the deductible is intended to keep
contained within boilers, steam objects at newly acquired locations as foreign-placed policy will describe a premium costs within acceptable
turbines or other pressure vessels But long as they are materially different in machine or vessel in common language limits by eliminating coverage for
further damage usually follows the character than those already insured usage maintenance items that can be
initial rupture because of the under the policy For example, the term "No l boiler" self-insured
expansive force of the vessel's Overseas, the most popular foreign is commonly construed to mean the As a trade-off, the insurer will
contents A boiler policy will boiler and machinery policy iS the oblect as well as all auxiliaries and provide the policyholder with a
indemnify loss or damage caused European form that is widely used in controls that are normally installed catastrophic loss limit that parallels
directly by explosion, collapse or the United Kingdom, Western Europe, with the unit This practice can easily the corporation's overall property
rupture of air tanks, refrigerating and South Africa, Australia, South lead to an uninsured loss, unless the damage and business interruption
air conditioning systems, kettles, America and many East Asian value of the pumps, exposure Clearly,

1steam pipelines, separately-fired countries Unfortunately, the motors and the high
superheaters and water heaters European form does not automatically controls are A worldwide boiler and deductible/high

Machinery objects, on the other provide the broad direct damage included within the machinery insurer can limit philosophy
hand, are sublect to sudden and coverage that is available under a scheduled loss limit

provide local inspection makes sense for
accidental breakdown resulting from comprehensive policy for each boiler multinationals that

services for clients that optImproper use or maintenance, For example, the European form Like any want to insure
electrical malfunctions, inherent only covers property damage to insurance contract, to have this benefit. . . shock loss and
defects, metal fatigue, rust or objects that are scheduled on the both types of boiler , _ retain frequency
overheating Fortunately, the broad policy The policy must be specifically and machinery losses
definition of "accident" in most endorsed, for an added premium, to policies contain perilous exclusions In addition to broader coverage, a
comprehensive policies includes cover additional exposures Thus, both types of policies normally worldwide comprehensive boiler and
nearly all types of breakdown In further contrast is the blanketing exclude indemnity for losses arising machinery program can provide two

2 Lastly, a comprehensive boiler and feature of the comprehensive policy from war or nuclear hazards But force indirect, but important, benefits lf.
machinery policy that allows the maleure exclusions in a foreign-placed First, U S multinational
also affords policyholder to boiler and machinery policy will often subsidiaries will be afforded the
coverage for Fortunately, the broad schedule restrict recovery, without benefit of local advice and assistance
electrical injury or definition of "accident" in equipment by modification, for the perils of flood, from experienced insurance company
disturbance that

most comprehensive classifications earthquake and wmd personnel after an accident occurs
can idle electrical known as blanket Coverage differences also extend to Oftentimes, insurance company
machinery such as policies includes nearly all groups All pieces indirect loss recovery In principle, personnel are aware of equipment that
transformers, types of breakdown. of machinery that boiler and machinery business may be substituted locally while
motors, generators meet the blanket interruption coverage provides damaged machinery is being repaired
circuit breakers group description payment of continuing fixed charges Secondly, a worldwide boiler and
and switchboards can be included under the policy and indemnifies the policyholder's loss machinery insurer can provide local

Essentially, U S multinationals without the need to separately of profits due to a shutdown as a inspection services for those clients
with far-flung foreign facilities can schedule each object Equipment that result of any accident U S parent that opt to have this benefit rated into
easily insure their worldwide boiler does not meet inspection standards is insurers generally rate worldwide their program Overseas, statutory
and machinery exposure under a listed as uninsured until such a time as boiler and machinery business inspections are intended primarily for
comprehensive policy Yet, despite the it meets insurable standards interruption coverage on a "class of personnel safety purposes These
availability of comprehensive boiler The European form, on the other object" basis Hence, they will apply a inspections, however, are not intended
and machinery coverage, many U S hand, provides coverage on a single rate for all machinery objects to provide technical feedback or early
risk managers fail to provide a broad "specific" basis only That is, each within a blanket group classification warnings of a serious business
program of catastrophe coverage for insured obiect must be scheduled But use and occupancy coverage interruption loss
their worldwide subsidiaries Instead, along with an individual loss limit or under a foreign-placed policy will To be sure, there are many benefits
they allow local line managers to place sum insured Alternatively, the apply only to scheduled obJects since to be derived from a worldwide
coverage on an "as needed" basis European form is sometimes written blanket limits are not available In comprehensive boiler and machinery

Why? In practice, many U S on a first loss basis Each object still addition, foreign-placed policies are program So why not investigate the
multinationals opt to absorb the must be specifically scheduled and usually written on a loss of profits cost to insure your foreign subsidiaries
absorbable loss by insuring only those valued, but the listed objects are basis only, although underwriters will on a worldwide basis before a shake,
machinery objects that are critical to grouped together in order to develop allow discounts for indemnity periods rattle or roll idles your machinery and
bottom-line profitability an overall first loss limit of less than one year causes serious financial loss. hz*

Theoretically, local line managers are The valuation clause offers another For an additional premium, a
expected to exercise good Judgment distinction between the two forms A foreign-placed business interruption
when insuring key pieces of no-frills comprehensive boiler and policy can be extended to cover extra
machinery But the fallacy in this machinery policy provides loss Jerome Karter is vpexpense, consequential damage and

and manager of theapproach is that locally placed boiler adjustment on an actual cash value power interruptions Yet, a manuscript New York Interna-
and machinery policies often provide basis, although most comprehensive comprehensive boiler and machinery tional Department oflimited or insufficient loss recovery policies are endorsed to provide repair policy ordinarily provides these Johnson & Higgins

1

In fact, locally placed policies or replacement coverage coverage extensions automatically His column appears t

usually provide more restrictive terms Under the European form, however, Finally, a major underwriting the first Monday of
and conditions than their more the scheduled property damage limit difference occurs in the way that every month



30 / business insurance, May 4, 1987

perspective

ASK A CASaALTY ACTLIARY
What is real acid test

for feasibility studies?
1 Recently we received quotes

from several consulting firms

Q to perform a feasibility study
for our proposed risk retention
group. We were surprised
when the fees quoted varied

. widely. Clearly, these different
firms were not offering the

same level of service. How can we decide what

quality of feasibility study we need and be able
to discern what we will be getting?

The real acid test of a

feasibility study is the level of
assurance that the consulting
firm ascribes to the prospective
financial statements.

While no one can provide clear
assurance that anticipated results
will be achieved, forecasts of

future financial results can vary widely in terms of
the extent that the consulting firm signs off on the
reasonableness of the assumptions on which the
financial statements are based.

The type of sign-off typically falls into one of
three categories:

• No stated opinion.

• The assumptions have not been examined.
• The assumptions provide a reasonable basis for

the financial forecast.

Clearly, a high level of assurance will be critical
in meeting the needs of your proposed risk retention
group for a favorable reception from regulators in
the state of domicile, regulators in non-domiciliary
states where the group will be writing business,
individual investors that will be insured by the
risk retention group, reinsurance underwriters
and, in some instances, banking officers who
will be reviewing an application for a letter of
credit.

At present, two of the leading domiciles for risk
retention groups-Delaware and Vermont-require
that the feasibility study be prepared by an actuary.

Neither the Casualty Actuarial Society nor the
American Academy of Actuaries has developed any
specific guidelines or standard wording for an
actuarial feasibility study and the forecasted
financial results it would contain.

The American Institute of Certified Public

Accountants has issued very specific standards and
wording that most likely would apply to feasibility
studies. Because a feasibility study provide& a
presentation of many key elements of future
financial statements, which most likely will be
available for public distribution, the AICPA
standards would probably apply to feasibility
studies performed by actuaries associated with CPA
firms.

Since there is no set of standards that specifically
applies to all actuaries who would conduct a
feasibility study, it is likely that there will be a
great deal of variation in the depth of analysis and
form of assurance provided by different consultants.
Any request for a feasibility study should ask the
prospective actuarial consultants to provide sample
wording of the level of assurance that may be
provided and under what circumstances such
wording may or may not be provided.

The proposed cost of the feasibility study should
also be an important, although not always accurate,
indicator of the quality of the study.

As in any area of life, you generally get what you
pay for.

It is not at all uncommon for a feasibility study to
merely present a set of projections of financial
statements with no comment being made about the
basis for and the reasonableness of the underlying
assumptions. Sometimes only a few of the key

assumptions will be described.
Explanation of the three types of sign-off follow:
• The "no-opinion" study.
While this form of feasibility study may be

inexpensive, it is unlikely to satisfy any of the
above-mentioned audiences. With such an absence

of comment, it would not be unreasonable for the
client or other parties to assume that the consultant
was taking full responsibility for the assumptions,
since it is his report.

The consultant's errors and omissions exposure in
this case is obviously substantial and usually
unbearable.

Because of the public nature of feasibility studies
for risk retention groups, actuaries associated with
CPA firms are, by and large, precluded by AICPA
standards from performing no opinion reports for
RRGs.

• The compilation report.
Many actuarial reports contain wording that

states that the report was intended for internal use
only and should not be distributed without the
written permission of the consulting firm.

Such statements are intended to limit the E&0

exposure of the consultant, which is substantially
increased when third parties rely on the analysis.

Other caveats will focus on the high level of
variability of the projections and that no assurance
can be given that the projected results will be
achieved.

Not infrequently, little comment will be made

At present, two of the leading
domiciles for risk retention

groups-Delaware and Vermont
require that the feasibility study be

prepared by an actuary.

regarding the reasonableness of the underlying
assumptions. It may be expected that this type
of report will be of limited value in satisfying
regulators, reinsurers, investors and
policyholders.

In AICPA terminology, a somewhat similar type of
report (although not necessarily restricted as to
usage) is called a compilation.

A compilation report would state that the
underlying assumptions have not been examined
and contain a caveat that all prospective results
may not be achieved.

Although this report results from basically an
assembly service, the AICPA reporting standards
require that all significant assumptions be disclosed
and that standardized assumptions be employed.
However, it is not clear that this type of report can
be utilized for a feasibility study.

• The examination report.
One set of guidelines that is directly applicable

to RRG feasibility studies is the "Statement on
Standards for Accountants' Services on Prospective
Financial Information," which was released by the
AICPA in October 1985. These standards are likely
to have a strong, if not controlling, influence on the
type of language needed in a feasibility study for a
couple of reasons.

One, the AICPA standards make a great deal of
sense in view of the need of all interested parties for
a greater level of assurance about the findings of
feasibility studies. And, two, the standards were
developed by professionals whose primary activity
is providing public documents regarding the
financial condition of proposed or existing
enterprises.

It is, of course, quite possible to obtain a study
similar to an examination report from a consulting
actuary who is not associated with a CPA firm.

Other forms of reporting are possible that would
adhere to high standards, but the client would
be left on his own to assess the degree of
quality.

The AICPA standards require that "all factors
expected to materially affect the operations of the
entity during the prospective period" be identified
and that suitably supported assumptions be
developed with respect to all such factors. In
determining whether the assumptions have been
suitably supported, it should be demonstrated that:
sufficient pertinent sources of information about the
assumptions were considered, the assumptions are
consistent with the sources from which they are
derived and are consistent with one another and,

most importantly, that "the historical financial
information and other data used in developing the
assumptions are sufficiently reliable for that
purpose."

Frequently, one of the most difficult problems to
be overcome in the formation of a risk retention

group is the collection of recent loss experience and
exposure information that will be directly relevant
to the proposed risks to be insured. Often, this
information is not available from the prospective
policyholders and reliance ends up being placed on
countrywide and/or external loss data.

To bring a consultant to the point where he will
be willing to sign off on the reasonableness of the
key assumptions, it will probably be necessary to
present the consultant with a clearly defined set of
target policyholders, marketing plans and
underwriting standards so that the consultant can
determine if relevant external loss information is

available.

Such information can frequently be obtained from
a variety of sources, including specific state
filings.

One of the more serious problems to be faced is
that of assessing the impact of adverse selection. For
any group of prospective policyholders, the better
risks are more likely to find a different source of
coverage.

As a result, the actual group of risks that will end
up being a part of a risk retention group will most
likely include fewer of the better risks than
originally contemplated.

Because of the degree of assurance provided by an
examination report, in a number of instances it may
not be feasible to issue an examination report
pursuant to the AICPA standards.

In the current environment where regulators in
many states are concerned about the formation and
operation of risk retention groups and many
potential investors/policyholders and reinsurers are
reluctant to make a commitment, a feasibility study

that meets the standards of an examination report
sh6uld prove to be a significant factor in the
potential success of the group.

Would you tike advice from an experienced cotteague
on a risk management, benefit management or actuarial
problem? Four features in the Perspective section Of
Business Insurance can give you some answers.

Ask A Casualty Actuary, Ask A Benefit Actuary,
Ask A Benefit Manager and Ask A Risk Manager
answer written questions from readers on risk and
benefit management issues and actuarial problems.

This month's column, on actuariat .
issues in the casualty field, is written
by Richard E. Sherman, a principal
with Coopers & Lybrand in San
Francisco. William J. Miner, an

actuary with The Wyatt Co. in
Chicago, answers actuarial questionS
in the benefits field. Ralph F. PeTTy
Jr., up and director of risk
management at Amfac Inc. in San
Francisco answers risk management
questions. And, Joseph W. Duua, Mr. Sherman

director of employee benefits at
Allied-Signal Inc. in Morristown, N.J., answers benefits
management questions.

Mr. Sherman's and Mr. Miner's columns appear
alternately on the first Monday of each month. Mr.
Duva's and Mr. Perry's columns appear alternately
on the second Monday of each month. Mr. Sherman's
nezt column witt appear in July.

Address your questions to ASK, Business Insurance,

740 N. Rush St., Chicago, Itt. 60611. Please give us your
name, title and employer; however, Business Insurance
wilt consider unsigned letters.
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Sweet Spot
for Specialty Risks

/ Get an advantage on risk placement. For primary
and excess liability and excess property coverage,
call the underwriting pros at General Star today.

GENERAL
STAR

• Market Stability
• Financial Strength
• Underwriting Quality

General Star Management Company, Stamford, Cr o Specialty underwriting for primary and excess risks through appointed surplus lines brokers
New York (212) 770-0150 • Chicago (312) 207-5400 • Los Angeles (213) 383-7734 • Stamford (203) 328-5700

A member of Glam| Re ® Gls
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datebook

MAY 10-13. Casualty Actuarial Society
Spring Meeting in Orlando; $230 for CAS
members; $5250 for non-members. Edith Mora-

bito, Casualty Actuarial Society, 1 Penn Plaza,
250 W. 34th St., New York, N.Y. 10019; 212-
560-1018.

MAY 11. Employee Benefit Plans seminar in

Chicago, sponsored by the Illinois State Cham-
ber of Commerce Center for Business Manage-
ment; $90 for ISCC members; $135 for non-
members. Carol Jensen, Illinois State Chamber

of Commerce, 20 N. Wacker Drive, Chicago, Ill.
60606; 312-372-7373.

MAY 11. Insurance Tax Update: 1987 se-
minar in Atlanta, sponsored by Peat Marwick
Mitchell & Co.; free. Also May 13 in Dallas.
Peat Marwick Executive Education, 201-307-
7999.

MAY 11. Developing and Managing a Basic
Safety and Health Program course in Long
Grove, 111., sponsored by the National Loss Con-
trot Service Corp.; $650. Tommy Thomas, Na-
tional Loss Control Service Corp., 800-323-
9585;312-540-2027.

MAY 11-12. Health Care Cost Containment

workshop in Houston, sponsored by the Health
Research Instituze; $495. Also June 1-2 in Chi-

cago; June 22-23 in Philadelphia; July 27-28 in
Honolulu; Aug. 17-18 in San Diego; Sept. 14-15
in Cleveland; Oct. 5-6 in Boston; Oct. 26-27 in
San Francisco; Nov.9-10 in New York; and Dee.
7-8 in Chicago. Health Research Institute, 1600
S. Main Plaza, Suite 170, Walnut Creek, Calif.
94596; 415-676-2320.

MAY 11-12. Strategies for Effective Cost
Control conference in Washington, D.C., co-

sponsored by the Washington Business Group on
Health-Institute for Rehabilitation and Dis-

ability Management and Themas L. Jacobs &
Associates; $350 for WBGH members; $450 for
non-members. Washington Business Group on
Health, 22914 Pennsylvania Ave S.E., Washing-
ton, D.C. 20003; 202-547-6644.

MAY 12. Growth Strategies for Insurance
Companies conference in Chicago, co-spon-
sored by Ernst & Whinney and Skadden, Arps,
Slate, Meagher & Flom; free. Cathy White,
Skadden, Arps, Slate, Meagher & Flom, 212-
735-3000.

MAY 12. Questions on the New CGL and
CP Policies? Ask the Claims Department!
workshop in St. Louis, sponsored by the Sc ciety
of Chartered Property & Casualty Underwriters;
$80 for society members; $95 for non-members.
Mari Jennings, Society of CPCU, Kahler Hall,
720 Providence Road, CB#9, Malvern, Pa.
19355; 215-251-2741.

MAY 12. Risk Retention Groups: New Chal-

GETTING lbO MUCH INFO
WITHOUT INSIGHT?

A

-

TIME TO TALK TO PROVIDENT
There's a big difference
between passing along the
facts and turning them into
rneaningful information.
We've never considered fast

claims processing the end of
the process. Nor do we
consider computer print-outs
the last word in claims reports.

When you - as a large
employer - sign on with
Provicfent, you're assigned a
health benefits consultant. A

group benefits professional on
our payroll but, who is there
for you. Someone whose very
job it is to make sure your
emplovees actually benefit
from their benefits plan. And
keep you apprised of the "big
picture" as well.
There's no substitute for this

kind of painstaking study of
vour plan in action. If you'd
like benefit of it, now is the

time to talk to your insurance
broker or consultant about
Provident.

PROVIDENT
COMPANIES

CHATTANOOGA. TN 37402

PROVlDENT LIFE & ACCIDENT INSURANCE COMPANY

PROVIDENT LIFE & CASU.\LTY INSURANCEE COMPANY (in N.Y.)

lenges and Opportunities conference in Roll-
ing Meadows, Ill, co-sponsored by the Subur-
ban Chicago Chapter of the Society of Chartered
Property & Casualty Underwriters and the In-
surance School of Chicago; $100. Insurance
School of Chicago, 330 S. Wells St., Suite 202,
Chicago, Ill. 60606; 312-427-2520.

MAY 13. Health Improvement/Wellness

workshop in Houston, sponsored by the Health
Research Institute; $250. Also June 3 in Chi-
cago; July 29 in Honolulu; Aug. 19 in San
Diego; Oct. 7 in Boston; Oct. 28 in San Fran-
cisco; Nov. 11 in New York; and Dec. 9 in Chi-

cago. Health Research Institute, 1600 S. Main
Plaza, Suite 170, Walnut Creek, Calif. 94596;
415-676-2320.

MAY 13. Moving Toward Managed Care:
Controlling Your Claims and Benefits Costs
seminar in Bloomington, Minn., sfonsored by
the International Rehabilitation Institute, $85;

$95 after May 6. International Rehabilitation
Institute, 5353 Wayzata Blvd., Suite 312, Minne-
apolis, Minn. 55416; 612-546-7944

MAY 13. Women in Insurance seminar in

Schaumburg, Ill., sponsored by the Insurance
Women of Suburban Chicago, $35 for IWSC
members; $45 for non-members. Insurance

Women of Suburban Chicago, PO. Box 936,
Lake Zurich, Ill. 60047; 312398-7060, ekt. 348

MAY 13. Advanced "Post Graduate" Cost

Management workshop in Houston, sponsored
by the Health Research Institute; $250. Also
June 3 in Chicago; June 24 in Philadelphia;
July 29 in Honolulu; Aug. 19 in San Diego;
Sept. 16 in Cleveland; Oct. 7 in Boston; Oct. 28
in San Francisco, Nov. 11 in New York; and

Dec. 9 in Chicago. Health Research Institute,
1600 S. Main Plaza, Suite 170, Walnut Creek,
Calif. 94596. 415-676-2320.

MAY 13. Fundamentals of Insurance course

in San Diego, sponsored by the Risk & Insurance
Management Society; $540 for RIMS members,
$640 for others. Fran Jordan, Risk & Insurance

Management Society, 205 E. 42nd St,, New
York, N.Y- 10017; 212-286-9292.

MAY 13-14. How to Use the Risk Retention

Act of 1986 symposium in Chicago, sponsored
by the Society of Chartered Property & Casualty
Underwriters; $20 for Society members; $250
for non-members. Julie Ann Juliana, The So-

ciety of CPCU, Kahler Hall, 720 Providence
Road CB#9, Malvem, Pa. 19355; 215-251-2735.

MAY 13-14. How to Use the Risk Retention

Act of 1986 symposium in Chicago, sponsored
by the Risk Management Section of the Char-
tered Property & Casualty Underwriters; $200
for society members; $250 for non-members.
Julie Ann Juliana, The Society of CPCU, Kahler
Hall, 720 Providence Road, CB#9, Malvern, Pa.
l9355,215-251-2735.

PlAY 13-15. Techniques of Loss Control
ourse in New York, sponsored by the Risk &

Insurance Management Society; $540 for RIMS
members, $640 for others. Also June 3-5 in Ho-

nolulu. Fran Jordan, Risk & Insurance Manage-
ment Society Inc., 205 E. 42nd St., New York,
N.Y. 10017, 212-286-9292.

MAY 13-15. The 1987 Health Law Update
meeting in New Orleans, sponsored by the Na-
tional Health Lawyers Assn.; $400 for NHLA
members and applicants; $450 for non-mem-
bers. National Health Lawyers Assn., 522 2lst.
St. N.W., Suite 120, Washington, D.C. 20006,
833-1100.

MAY 14. ISO Commercial General Liabil-

ity Policy workshop in Philadelphia, sponsored
by the Insurance Society of Philadelphia and
Delaware Tech; $105 for members; $120 for
non-members. Insurance Society of Philadel-
phia, 737 Public Ledger Building, Philadelphia,
Pa. 19106,215-627-5306.

MAY 14. Claim Abuse/Fraud Seminar in

Chicago, sponsored by the Self-Insurance Insti-
tute of America Inc., $95 for SIIA members;
$125 for non-members. Also June 11 in Los

Angeles. SIIA, P.O. Box 15466, Santa Ana, Calif.
92705,714-261-2553.

MAY 14. Health Care Cost Containment

workshop in Indianapolis, sponsored by the In-
diana Chamber of Commerce and Health Re-

search Institute; $155 for Indiana Chamber
members; $200 for non-members. Frank McAl-
listen Indiana Chamber of Commerce, 1 N. Cap-
itol, Suite 200, Indianapolis, Ind. 46204; 317-
264-6884.

MAY 14-15. Brief Course in Reinsurance in

New York, sponsored by The College of Insur-
ance. $165. The College of Insurance, 1 Insur-
ance Plaza, 101 Murray St., New York, N.Y.
10007;212-962-4111.

MAY 14-15. Health Management Conference:

Case Management in San Diego, Calif., spon-
sored by the National Assn. of Employers on
Health Care Alternatives; $395 for NAEHCA
members; $300 for additional registrant from
same NAEHCA organization; $495 for non-
members; $400 for additional registrant from
same non-member organization. National Assn.
of Employers on Health Care Alternatives, 304
Executive Building, 104 Crandon Blvd., Key Bi-
scayne, Fla. 33149.

MAY 14-16. The Business of Occupational
Medicine: The Nuts and Bolts of Making it
Work Today conference in Colorado Springs,
Colo., sponsored by the Medical Group Manage-
ment Assn.'s Occupational Medicine Assembly,
$280 for MGMA members; $320 for MGMA af-

filiate; $400 for non-members. Medical Group
Management Assn., 1355 S. Colorado Blvd.,
Suite 900, Denver, Colo. 80222-3331, 303-753-

1111.

MAY 15. An Upfront Look at Head Injury
Recovery and Resources seminar in Benton
Harbor, Mich. sponsored by the International
Rehabilitation Institute in Michigan; $30. Inter-
national Rehabilitation Institute, 4341 S. West-

nedge, Atrium Suite 1110; Kalamazoo, Mich.
49008; 616-381-3265.

MAY 17-20. Eighth Annual Public Risk & In-
surance Management Assn. Conference in
Seattle, $265 for PRIMA member governments;
$330 for non-member governments (includes
1987 membership); $475 for PRIMA industrial
affiliates; $525 for private-sector non-members.
Public Risk & Insurance Management Assn.,
1120 G St. N.W., Suite 400, Washington, D.C.
20005; 202-626-4650.

MAY 18-20. Product Safety and Liability
Prevention: Successful Defense of the Prod-

ucts Liability Lawsuit course in Madison,
Wis, sponsored by the University of Wisconsin-
Madison College of Engineering; $650. Engi-
neering Registration, The Wisconsin Center, 702
Langdon St., Madison, Wis. 53706, 800-262-
6243,800-363-3020 in Wisconsin.

MAY 19. National Insurance Women's Week

Recognition Breakfast in Chicago, co-spon-



Continued from preuious page
of Insurance Women; $20. IDEA Recognition
Breakfast, Diane Barton, Insurance School of
Chicago, 330 S. Wells, Chicago, Ill. 60606.

MAY 19. Emergency Planning and Commu-
nity Right To Know of Superfund conference
in Springfield, Ill., sponsored by the Illinois
State Chamber of Commerce Center for Business

Management, $90 for ISCC members; $135 for
non-members. Also May 26 in Chicago. ISCC
Center for Business Management, 20 N. Wacker
Drive, Chicago, Ill. 60606; 312-372-7373.

MAY 19. Risk Analysis Training Program in
Arlington, Va., sponsored by International Secu-
rity Technology Inc.; $750. Jack Linden, Inter-
national Security Technology Inc., 11250 Roger
Bacon Drive, Suite 11, Reston, Va. 22090; 703-
471-0885.

MAY 19-20. Marine Insurance Issues 1987 se-

minar in New York, sponsored by the American
Institute of Marine Underwriters; $150. Valerie
Moffat, American Institute of Marine Un-
derwriters, 14 Wall St., New York, N.Y. 10005;
212-233-0550.

MAY 20-21. Head Injury Rehabilitation:
Joining Together to Meet the Challenge se-
minar in Southfield, Mich., co-sponsored by the
Southfield Rehabilitation Hospital and the Na-
tional Brain Trauma Institute, $150, $75 resi-

dents, interns, full-time students, family mem-
bers, survivors. Lynn Chynoweth, Southfield
Rehabilitation Hospital, 22401 Foster Winter
Drive, Southfield, Mich. 48075; 313-423-1458.

MAY 20-22. Hull and P&1 Insurance seminar

in New York, sponsored by the World Trade In-
stitute; $815; $730 for additional registrant from
the same organization. World Trade Institute, 1
World Trade Center, 55W, New York, N.Y.
10048; 212-466-3158.

MAY 21. National Assn. of Insurance

Women, New York City Annual Awards
Luncheon, $65 for individuals; $600 for table of
10. Charlene Hamrah, American International

Group Inc., 99 John St., New York, N.Y. 10038;
212-770-9431.

MAY 26-29. Reinsurance Contract Wording
seminar in Tarrytown, N.Y. sponsored by Ro-
bert W. Strain Seminars Inc.; $1,295 (includes
lodging and meals). Robert W. Strain Seminars
Inc., P.O. Box 1000, Wingdale, N.Y. 12594; 914-
832-9384 or 212-677-5974.

MAY 28-29. Employee Benefit Plans in Cor-
porate Transactions After Tax Reform se-

minar in Los Angeles, sponsored by the Ameri-
can Bar Assn. Section of Corporation, Banking
and Business Law, the ABA Section of Real
Property, Probate and Trust Law, the ABA Sec-
lion of Taxation and the ABA Division for Pro-

fessional Education; $350 ABA sponsoring see-
tion members; $375 ABA members; $400
non-members. American Bar Assn., Division for
Professional Education, Department N1457,750
N. Lake Shore Drive, Chicago, Ill. 60611; 312-
988-6200.

JUNE 1-2. New York State Public Sector Co-

alition on Health Benefits' First Annual

Conference in Albany, N.Y.; $95 NYSPSC
members; $150 non-members. New York State
Public Sector Coalition on Health Benefits, P.O.
Box 15, Albany, N.Y. 12260; 518-473-6217.

JUNE la Utilizing, Negotiating and Liti-
gating Letters of Credit and Trust Agree-
ments in the Insurance Industry conference
in New York, sponsored by Executive Enter-
prises Inc., $875, $775 for each additional regis-
trant from the same organization. Executive En-
terprises Inc., 22 W. 2 lst St., New York, N.Y.
10010-6904; 800-223-0787.

JUNE 1-2. Preparing and Analyzing Prop-
erty and Casualty Statutory Financial
Statements conference in New York, sponsored
by Executive Enterprises Inc., $875, $775 for

each additional registrant from the same organi-
zation. Executive Enterprises Inc., 22 W. 2lst
St., New York, N.Y. 10010-6904; 800-223-0787;
800-831-8333 in New York.

JUNE 1-3. Employee Benefits: Concepts,
Planning and Administration course in At-
lanta, sponsored by the Risk & Insurance Man-
agement Society; $540 for RIMS members, $640
for others. Fran Jordan, Risk & Insurance Man-

agement Society, 205 E. 42nd St., New York,
N.Y. 10017; 212-286-9292.

JUNE 34. Insurance Industry Mergers and
Acquisitions: Financing, Negotiating, Valu
ing conference in New York, sponsored by Exec-
utive Enterprises Inc.; $875, $775 for each addi-
tional registrant from the same organization.
Executive Enterprises Inc., 22 W. 2 lst St., New
York, N.Y. 10010-6904; 800-223-0787; 800-831-
8333 in New York.

JUNE 3-5. Techniques of Finance and Ac-
counting course in Philadelphia, sponsored by
the Risk & Insurance Management Society; $540
RIMS members, $640 others. Fran Jordan, Risk
& Insurance Management Society, 205 E. 42nd
St., New York, N.Y. 10017; 212-286-9292.

JUNE 4. Assessing Vendors (HMOs, PPOs,
Utilization Review Firms, etc.) workshop in
Chicago, sponsored by the Health Research In-
stitute, $250 Also June 25 in Philadelphia:
July 30 in Honolulu; Aug. 20 in San Diego;
Sept. 17 in Cleveland; Oct. 8 in Boston, Oct. 29
in San Francisco; Nov. 12 in New York; and
Dec. 10 in Chicago. Health Research Institute,
1600 S. Main Plaza, Suite 170, Walnut Creek,

Calif. 94596; 415-676-2320.

JUNE 4. Cost Containment Through Com-
munications and Education workshop in Chi-
cago, sponsored by the Health Research Insti-
tute; $250. Also June 25 in Philadelphia; July
30 in Honolulu; Aug. 20 in San Diego; Sept. 17
in Cleveland: Oct. 8 in Boston; Oct. 29 in San
Francisco; Nov. 12 in New York; and Dee. 10 in
Chicago. Health Research Institute, 1600 S.

Main Plaza, Suite 170, Walnut Creek, Calif.
94596; 415-676-2320

JUNE 4-5. Labor/Management Cost Contain-
ment workshop in Chicago, sponsored by the
Health Research Institute; $495. Also June 25-
26 in Philadelphia; July 30-31 in Honolulu;
Aug. 20-21 in San Diego; Sept. 17-18 in Cleve-
land; Oct. 8-9 in Boston; Nov. 12-13 in New
York; and Dec. 10-11 in Chicago. Health Re-
search Institute, 1600 S. Main Plaza, Suite 170,
Walnut Creek, Calif. 94596; 415-676-2320.

JUNE 4-5. The 100th Congress: Mandated
Health Care Coverage and Employee Bene-
fit Reforms meeting in New York, sponsored by
the National Employee Benefits Institute; free to
NEBI members; $395 non-members. NEBI, 2550
M St. N.W., Suite 785, Washington, D.C. 20037;
800-558-7258.

JUNE 4-5. 1987 Workers Compensation
Academy-Medicine and Law for the De-
fense course in Boston, sponsored by Defense
Research Institute Inc.; $370 for DRI members;
$395 for non-members. Defense Research Insti-
tute Inc., 750 N. Lake Sh6re Drive, Suite 500,
Chicago, Ill. 60611; 312-944-0575.

.

The Datebook is compiled from notices sent to
Business Insurance. Notices should be sent at
least eight weeks in advance to Datebook, Busi-
ness Insurance, 740 N. Rush St,, Chicago, m.
60611-2590. Business insurance reserves the

right to select meetings of most interest and
cannot guarantee that notices win be printed.

NEW YORK MARINE

AND GENERAL INSURANCE COMPANY
announces the formation of an

Excess and Surplus Lines Carrier
the

GOTHAM INSURANCE COMPANY
a New York domiciled,

wholly-owned subsidiary which will share
New York Marine and General Insurance Company's

A+ rating and will be managed by
MUTUAL MARINE OFFICE, INC.

Strength and seourHy in a changing world.

Strengih inour eapHal and surplus.
Strength in our service to hoth trealy and
facullative ellents. And seourly In
knowing that Skandia, serving .Hents
sh,oe 5900, 85 the o#des# operaung /4
reinsuranee company in the U.S.

Headquartars: 280 P-* Aven„e.Imw Y--A / A1Vh 1
Ah"la, ChicagoN-Yer SanFranels.0 / 90 ,

SKANDIA AMERICA GROUP
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London insolvency seminar

Insurers' financial woes place
brokers in sensitive

By CAROLYN ALDRED

LONDON-Insurance brokers

often are put in a very sensitive
position when an insurance corn-
pany runs into financial difficul-
ties, particularly in the London
market where brokers often
"fund" the payment of claims, ac-
cording to two London brokers.

The broker's position in an in-
surer insolvency was outlined by
Stephen Melcher, a director of
Lloyd's of London broker C.T.
Bowring & Co. (Insurance) Ltd.,
and Keith Salway, finance director
of C.T. Bowring Reinsurance Ltd,,
at the April 23-24 Insurance and
Reinsurance Insolvency seminar
organized by Longman Group U.K.

Crawford & Company
now offers overnight

updates to your claims
administration datab ase

Claims administration with value added...

overnight information to explore options
and keep track of claims progress.

The choice is yours. . . You can
analyze massive traditional monthly loss
runs using data which is obsolete before
you receive it. Or you step into the future
with PC-based interaction with Crawford's
mainframe with SISDAT+™

Each night the Crawford mainframe
is fed the day's financial and data updates
as submitted by Crawford's nearly 550
claims offices in the U.S., Canada, and
Puerto Rico. Your reports reflect the latest
data available on your claims.

Through your PC, you may order
standard report modules which, for
example, allow you to analyze potential
retention levels or create customer loss
runs with single word commands. Oryou
can customize that report to isolate one
region's performance compared to the

I'd like to see exactly what you mean about
Crawford's "va/ue added" claims administration.
Send me the SISDAT+ booklet showing sample
reports and how they can be used.

Name

Title

Company

Address

City, State, Zip
Phone ( )
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J

rest of yourorganization, even on a"c/aims
made" basis if you wish. You can also
choose from other options, too numerous
to mention here.

How can you use the information?
Communicate better with top manage-
ment... analyze the potential cost benefit
for risk control and have the supporting
data right at hand... package yourclaims
experience to allow your broker and/or
underwriters to better understand yourreal
exposures.

Send today for the 64-page booklet
describing the SISDAT+ RMIS,supported
exclusively by the nationwide system of
Crawford & Company claims professionals.

Crawford & Company
5620 Glenridge Dr., N.E.
Atlanta, Georgia 30342

Better yet, give Barry LaFIeur a call at
(404) 256-0830. As Crawford's Vice Pres -
ident, Market Production, he'll respond to
qualified inquirers with our SISDAT+
information overnight.

Crawford
RISK MANAGEMENT SERVICES

CLAIMS SERVICES

situation
Ltd.

"London brokers. . . may often
pay claims to their clients before
they actually collect from some of
the insurers-i.e., they fund," ex-
plained Mr. Melcher. "Most of us
are probably also aware of the risk
that if a broker does fund a claim

without informing his client, then s
the broker may not have a right to f
recover this funded money from his
client if it eventually becomes un-
collectible from the insurer."

More importantly, non-disclo-
sure of such funding can arguably
amount to a breach by the broker
of his duty to keep his client in-
formed about his market, Mr.
Melcher added.

However, the logistical and ad-
ministrative problems of notifying
a client whenever a claim is funded

by a broker are "overwhelming,"
he said.

Also, "when the broker is col-
lecting claims from the insurer by
offsetting against premiums owed,
funding becomes even more diffi-
cult to identify," he added.

"It is specifically this market
practice (of funding) which breeds
the broker's problems during the
twilight period prior to a liquida-
tion of the insurer," Mr. Melcher
said.

To cope with the funding prob-
lem, many brokers fund claims
under guidelines that take into ac-
count the financial soundness of

the insurer, the size of the claim
and the relationship with the eli-
ent.

In addition, the credit control
and accounting function of a bro-
kerages often concentrates on try-
ing to determine when funding for
particular insurers should cease,
Mr. Melcher noted.

"However, this determination

involves more than merely check-
ing the insurer's position against
preset financial guidelines, since
the broker's activities could affect

the actual chances of an insured's

recovery," he said.
"By funding, London brokers,

particularly those of significant in-
fluence in the London and interna-

tional market, tend to act as the
grease-some may argue the grit-
to the cash flows in the insurance
market."

As a result of their commercial

position, London brokers face two
difficult dilemmas in their day-to-
day trading, Mr. Melcher noted.
These are: When does a broker stop
funding claims on behalf of an in-
surance company? and When does
a broker stop placing risks with
the insurance company?

If a broker does stop funding for
an insurance company, -inevitably
the name of the slow-paying in-
surer will be divulged" to the poli-
cyholder.

"This information will have an

additional negative impact upon
that company's reputation in the
market and consequently on its
ability to attract new premi-
ums. . . necessary to pay ongoing
claims," said Mr. Melcher.

During the twilight period be-
fore liquidation, "after the finan-
cial condition of the insurer has

deteriorated significantly, but be-
fore it is clear that liquidation is
inevitable," the broker can have
great influence over the fate of the
insurer, he said.

During this period, the conscien-
tious broker must struggle with
four important questions:

• What are the chances that the

underwriter will go under?
• Which clients will be affected?

• What are the potential, costs to
the brokerage?

Continued on next Page
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minimize the damage to clients and
the brokerage?

'*To answer these questions, a
broker rrlust typically wade

through a maze of misinformation
and disinformation and be alert to

discrete signals regarding the in-
surer's changing financial status,"
he said.

The London market practice of
net settlements-offsetting claims
due to one client against premiums
paid by another-between a broker
and insurance company often cam-
ouflages the ability of that insurer
to pay its claims, he noted.

"When the cash flow to an insur-

ance company is negative, there
are all sorts of tactics which may
be employed by the insurance com-
pany to preserve their cash. . . .The
clever broker, however, should be
able to evaluate whether such ex-

cuses for non-payment are legiti-
mate or represent a more serious
underlying problem," he added.

Other problems faced by the bro-
ker include:

• Finding and notifying each
client that uses the troubled insur-

ance company. "Just imagine how
difficult it would be to notify all
assureds that a company, which
wrote long-term product liability
risks, is no longer paying its claims
promptly," he said. "Such prob-
lems did occur as a result of the

asbestosis catastrophe. Brokers

had to review their files going back
over 40 years on a risk-by-risk
basis, which could easily number
in the tens of thousands, to see
whether a particular company had
a line on each risk."

• If a slow-paying reinsurance
company has written balance-of-
account type business, such as pro-
portional treaty contracts, should
the broker bill his client for the

full premium knowing that the

reinsurer will not pay its propor-
tion of any credit balances or
clairns?

• When the insurer's financial

position becomes grave, does the
broker cease to use that insurance

company for new or renewal busi-
ness?

"Although you may think the ob-
vious answer is yes, in times when

capacity is tight, brokers are under
tremendous commercial pressure
to use all available markets to fill

orders," Mr. Melcher noted.

Also, by ceasing to use a com-
pany, the larger broker can greatly
hasten its demise.

This "clearly would be contrary
to the best interests of (the bro-

ker's) existing clients whose busi-
ness has already been placed with
that company," he added.

In addition, by ceasing to use a

company, the broker could in-
crease its own financial exposure
from that of a funded position to

one of a potential bad debt.
"By not using the insurer, the

broker has no premium flow to use
as an offset against claims due
from the slow-paying company,"
said Mr. Melcher.

However, by continuing to use
the troubled insurance company in
an effort to support its cash flow,
the broker could "be merely post-
poning the inevitable liquidation
of the company and could run the
risk of being deemed in retrospect
to have placed those new risks with
inadequate security," he added.

"I believe. . . that a broker can-

not guarantee to his client that the
companies used a5 his insurers will
remain solvent, but the broker has
a duty to his client to use his best
efforts to avoid using financially

unsound companies," he said.
However, it is the differing views

on the care actually exercised by
brokers in performing this duty
"which might give rise to an errors
and omissions suit," he added.

Mr. Salway agreed that the bro-
ker's position is a sensitive one.

"It's a very difficult time for bro-
kers who are having to set aside
larger sums for bad debts and
errors and omissions insurance

Brokers must be alert

to signals regarding
insurers' changing

financial status, says
Mr. Melcher.

cover," he said.

In particular, the reinsurance
broker's position presents a dual
exposure, he noted.

"Between a third and a half of

my time in the past few years has
been spent dealing with insolvent
companies," he noted.

The whole industry is learning
from experience how to handle re-
insurance company liquidations,
he said.

"However, I do not believe we

are getting to grips with the bur-
den of work that is going to grow
over the next few years," he
warned. I
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Tifco's full rangeof premium financing options
canhelpyou keep aclosed sale closed.

These days, you can close a sale
only to find that your client has a
payment problem.

That's where Tifco comes in. With a

myriad of financing alternatives to choose
from, we'll help you devise a program that
will smooth out your client's earnings
without cutting into his cash flow or credit
availability.

Better yet, once the financing is ar-
ranged, one of our many funding options
will pass the bucks to you in a hurry.

Finally, we'll help protect your com-
missions by maintaining the account. Thanks
to our policy of a monthly billing, a late
notice, another late notice, and a phone call
to you before cancellation, we boast one of
the lowest cancellation rates in the industry.

r n
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THE INSURANCE FINANCE PEOPLE

But don't try guessing how many buck
passing options we offer. Just tell us what
you need. Why not tell us right now.

For the number of the TIFCO office

nearest you, call-
East of the Mississippi: 1-800-423-5748
West of the Mississippi: 1-800-423-5749
In Maryland: 1-301-494-1011
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Rules don't address reinsurer worries: Expert
By CAROLYN ALDRED

LONDON-Reinsurer insolvency
is a growing problem worldwide,
yet there are few jurisdictions with

legislation that applies specifically
to reinsurance companies, accord-
ing to a Bermuda-based reinsur-
ance liquidator.

"Until the 1980s the incidence of

reinsurance insolvencies was very,
very small-now that has all

changed," said Peter Mitchell of

the Bermuda accounting firm of
Cork Gully, a subsidiary of Coo-
pers & Lybrand, during a recent
seminar on Insurance and Reinsur-

ance Insolvency organized by
Longman Group U.K, Ltd.

"Yet legislation in the U.K., for

example, doesn't address the par-
ticular problems of a reinsurance
company," Mr. Mitchell said.

The current spate of reinsurance
insolvencies, he noted, has oc-
curred for several reasons:

• A spectacular growth in the
reinsurance industry.

"We have gone from the exis-
tence of one or two professional
companies to over 10,000 reinsur-
ance companies located in all con-
tinents," he said.

For example, new companies
have been set up by Third World
governments that regard reinsur-
ance as a good method of attract-
ing hard currency, Mr. Mitchell
noted.

"Also, many (property/casualty)
insurers have seen (reinsurance) as
a way of increasing their capital
base," he added.

• The hard insurance market of

the 19705 resulted in the formation

of many captive reinsurers, and

If COBRA compliance has got your bot-
tom line wrapped up and headed south.
it's time to make your move to Cor-
porate Cobra Manager (CCM).

The CCM system is a real tool to
help you control the hidden costs that
COBRA compliance adds to your
employee benefits cost structure. Give
CCM basis information such as benefi-

ciary name, qualifying event and event
date and CCM automatically generates
up to 29 letters for COBRA continuee
correspondence. And the system origi-
nates an automatic "tickler' file so you
don't have to ever worry about bene-
ficiaries receiving proper notification.

CCM handles multiple events and fea-

tures over 20 user-selectable parameters
which allow you to customize the sys-

tem to your compliance requirements.
Including: monthly premium billing.
coupon billing or no billing at all HMOs,

PPOs and flex-plans are all supported by
the system. CCM also generates 15 man-
agement reports as well as premium
statements and eligibility statements
suitable for your carrier or claims
administrator

Your investment in CCM will be con-

several of these discovered the

"profit of rubbish insurance busi-
ness," Mr. Mitchell noted.

• Many small reinsurance com-
panies suffered from bad manage-
ment and fraud, he added.

"There are now some 130 rein-

surance companies currently in

liquidation in the U.S. alone."
Once a company is in liquida-

tion, the liquidator's first task is to
make a list of creditors, said Mr.
Mitchell. "The list of creditors

provides the primary basis on
which a liquidator may work."

However, lack of documentation
and other factors often make that

job very difficult.
"The information available to

establish a creditors list is often

very sketchy. Usually the liquida-
tor is given the name of the lead
insurer only, and companies may

also have given away the pen," he
noted.

Creditors can make the liquida-
tor's life easier by providing him
with detailed information at the

creditors meeting, including:
• The amount of losses incurred,

including those already paid at the
date of liquidation and those un-
paid.

• The contract numbers of each

policy.
• Estimation of contingent

claims.

• Estimation of how long it will
take to run off the business.

"The liquidator will be grateful
for any information he is given,"
Mr. Mitchell said.

Creditors can tell how well the

liquidation is progressing when the
liquidator asks for proof of debts,
Mr. Mitchell advised.

tinually supported. As new regulations CCM also has two optional add-on
appear or legislation is amended. the up- modules for even greater efficiency. The
dated systems will be sent to you. And "Report Writer" lets you create your own
you receive unlimited telephone support. management reports and the 'Letter
CCM also monitors and coordinates Writer" enables you to modify the sys-
COBRA with the various state contin- tem's existing text or create your own.

uation requirements. CCM runs with a hard disk on any 512K IBM PC*

CCM comes in two versions one or 100% compatible: no other software required.

for use by an employer in-house. another
Dealer/reseller inquiries invited.

for TPAs and insurance carriers. And Travis Software Corp.
there are over 500 CCM systems cur- 11221 Richmond, Suite C-111

rently in use. Houston, Texas 77082
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"The advertisement by the liqui-
dator for proof of debts should be a
guide to the speed of the liquida-

tion. If you see early calls for
proof, that's a good sign that
progress is being made," he noted.

However, 10 to 15 years is the
standard length of time for a rein-
surance company liquidation.

"Today's proliferation of claims
for product liability and environ-
mental pollution means interim

dividends can be a long way off,"
Mr. Mitchell warned.

One way to accelerate the

progress is for the liquidator to
negotiate commutations, or cut-
offs, with creditors. A cut-off is a

termination provision of a reinsur-
ance treaty stipulating that the
reinsurer shall not be liable for

loss as a result of occurrences after

the termination date.

"These can be achieved on a vol-

untary basis, and the more that can

be affected, the greater adminis-
tration costs can be reduced," he
said.

However, an alternative method

of achieving commutations is cur-
rently being applied by the liqui-
dators of Cambridge Reinsurance
Ltd. in Bermuda, David E.W. Lines
of Coopers & Lybrand Bermuda

and Gerry A. Weiss of Cork Gully
(BI, March 16).

"The liquidators can seek pro-
tection of a court to seek cut-offs

using a formula which has been
agreed by the court. Such a propo-
sition, bold as it may seem, is the
only logical approach to an impos-
sible solution," said Mr. Mitchell.

"Liquidators of reinsurance
companies will increasingly seek to
take advantage of the courts to put
a value on contingent claims," he
predicted.

The British Insolvency Act of
1986 makes offsets mandatory if
both the credit and debt occurred

before insolvency. In addition, a
ruling in the High Court of London
in June 1986, in a case involving
Charge Card Services Ltd., deter-
mined that offsets in an insolvency
should be extended to embrace

claims that are contingent at the
date of liquidation, noted Mr. Mit-
chell.

This ruling could help speed the
progress of reinsurance liquida-
tions, but it is "important for bro-
kers to be cooperative in such a
situation," Mr. Mitchell said.

Brokers have great power in the
marketplace both before and dur-
ing liquidation, he added.

"Brokers are usually the first to
see the writing on the wall when a
company's solvency margins
tighten and claims become paid
more slowly," he said.

In the London market, brokers
commonly "fund" the claims

themselves, so that the ceding com-
pany may be unaware that the re-
insurance company is having prob-
lems, Mr. Mitchell explained.

"In this way, brokers can help
prolong the life of a company and
even help it ride through the lean
times. However, brokers, if bonded
together as a group, can also de-
stroy companies. Word of mouth is
very harmful in this business," he
added.

Liquidators also face a dilemma
when dealing with pools that have
eeded business to the insolvent re-

insurance company, Mr. Mitchell
said.

"Pools usually consist of foreign
and undersized companies which
have banded together to under-
write. These companies often give
the pen away to an underwriting
agent," he said.

"Although the liquidator has to
be equitable to all creditors, does
it make better sense to deal with

all the pool members on an indi-
vidual basis, or to deal with one

company as a representative of all
of them?" he asked. i



Liquidation not sole answer
for troubled underwriters

By CAROLYN ALDRED

LONDON-Liquidation is not
always the answer for financially
troubled insurance companies, one
expert says.

In British jurisdictions, for ex-
ample, several alternatives are
available, such as a moratorium,

a scheme of arrangement or a vol-
untary arrangement, Cees A.M.

Schrauwers, a director of Coopers
& Lybrand Insurance Services
Ltd., told delegates at the recent
Insurance and Reinsurance Insol-

vency seminar organized by Long-
man Group U.K. Ltd.

About 90% of all insurer liquida-
tions are caused by management
failure, according to statistics
compiled by the British Depart-
ment of Trade and Industry.

According to Mr. Schrauwers,
bad management can result in poor
underwriting of risks; inadequate
controls within the company; poor
security; and undercapitalization

of the company.
An insurance company also can

become insolvent as a result of in-

adequate internal systems, such as
poor processing and bad record
keeping systems, he said.

External factors, such as a major
catastrophe, market overcapacity,
loss of reinsurance and fraud also

can trigger insolvency, he added.
When a company's expenditures

exceed its income, the company
will suffer a depletion of reserves,
which affects cash flow and inevi-

tably results in a loss of the com-

pany's goodwill, Mr. Schrauwers
explained.

"Loss of goodwill results in

debtors delaying payments, result-
ing in a further reduction in in-
come. And, when the winding-up
of the company is eventually an-
nounced, there is the additional

problem of key staff leaving," he
added.

However, even if a company is
suffering from a cash shortage, the
lack of qualified staff, poor records
and unprocessed transactions, liq-
uidation may not be the answer,
Mr. Schrauwers said.

"A liquidation restricts the ac-
tion of management, costs money,
takes a lot of time and is bad P.R.

for parent companies," he noted.
One alternative to liquidation is

a moratorium.

"This is equivalent to Chapter 11
proceedings in the U.S. and is

quick, flexible and relatively
cheap," Mr. Schrauwers explained.

However, a moratorium has no

legal standing in British jurisdic-
tions and could leave the company
vulnerable to predators, he added.

Another vehicle for the potential
rehabilitation of an insurance

company is a scheme of arrange-
ment, which is generally used to
discontinue business.

"This arrangement means the
company is protected from precipi-
tate action by creditors and pro-
vides for an orderly realization of
assets," he said.

However, under British law, the

scheme manager does not have to
be an authorized insolvency prac-
titioner, which leaves "lots of room

for cowboys," Mr. Schrauwers
warned.

Also, the specific objectives of
the scheme have to be formally
presented in a constitution that
must be approved by 75% (in value)
and 50% (in number) of all classes
of creditors, he added.

"This makes a scheme of ar-

rangement expensive, time-con-
suming and inflexible because of
the limitations put on the manager
by the creditors," he said.

Generally, scheme of arrange-
ments are time-consuming to in-
stall and not very productive. "The
track record of schemes of ar-

Several alternatives

to liquidation are
available to troubled

insurers, says Mr.
Schrauwers.

rangements is not very good," Mr.
Schrauwers noted.

However, British-based insur-

ance companies now have a "more
modern and efficient alternative to

a scheme of arrangement," known
as a voluntary arrangement, he
said.

A voluntary arrangement, incor-
Continued on nezt page
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antee products - and BI's
new directory of property
loss control consultants and
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ELEMENTARY
A well designed, properly functioning security system takes work.

Meeting the needs of the insurance community takes more.
• Holmes systems generally exceed UL specifications.
• Holmes quickly provides certificate information and details

concerning alarm responses.
• Holmes completes thorough investigations even when nothing has

been stolen or damaged.
• Holmes now has an insurance industry liaison executive in each

branch with the responsibility to service your needs.

Let Holmes work as hard for your clients
as you do.
Call 1.800.4 HOLMES
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Alternatives
Continued from previous page
porated in the British Insolvency
Act of 1986, is binding on creditors
and allows for an orderly distribu-
tion of assets. It also does not re-

quire a highly detailed constitu-
tion.

In addition, a voluntary arrange-
ment has to be approved only by
75% of the creditors who attend the

creditors' meeting, allowing the
manager to act quickly and giving
him more flexibility, Mr.
Schrauwers said.

Also, a voluntary arrangement
must be coordinated by a supervi-
sor who is an authorized insol-

vency practitioner.
Other alternatives include:

• Runoffs. -There are now spe-
cialist runoff agencies who will
handle the runoff of an insurance

company, making it a relatively
cheap and easy option," Mr.
Schrauwers noted. A runoff also

helps maintain the reputation of

.

A runoff also helps
maintain the

reputation of the

company's parent,
Mr. Schrauwers says.

the company's parent, if it has one,
he added.

However, runoffs take a long
time, provoking a loss of confi-
dence in the company and leading
to debtor resistan* and cash-flow
problems, he notef

• Portfolio sp.e, under which
creditors must Ke satisfied in full

to get 100% tax loss benefits. In
addition, approval by the British
Department of Trade and Industry
may be necessary, he added.

• Recapitalization of the com-
pany, which can be achieved by a
cash injection from shareholders or
creditors. I

Monitoring insurer solvency
advised to avoid problems

By CAROLYN ALDRED

LONDON-The problem caused
by the collapse of insurers and
reinsurers can be avoided by ac-
curately assessing the solvency of a
reinsurer, an accountant says.

"The process of selecting insur-
ers willing and able to meet their
commitments-and of monitoring
insolvency-demands a number of
skills," John Holloway, a partner
with Coopers & Lybrand in Lon-
don, told participants at the recent
Insurance and Reinsurance Insol-

vency seminar sponsored by Long-
man Group U.K. Ltd.

According to Mr. Holloway,
these skills include:

• A general awareness of the

characteristics of insurance.

• The ability to categorize in-
surers into categories by potential
for failure.

• Knowledge of current world
affairs and politics.

• An understanding of domestic,
foreign and international insur-
ance and reinsurance practices.

• An awareness of legal impli-
cations of different contract forms,
foreign jurisdictions and of trans-
acting business through insurance
brokers and other intermediaries.

• The ability to interpret finan-
cial information published by in-
surers.

Also, in the case of direct insur-

ance companies, it is important to:
• Evaluate the reinsurance un-
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When a GroupFacts customer
got a report that showed a new
product was losing money, their
first reaction was to question the
figures. Closer scrutiny soon re-
vealed that GroupFacts was right.
The big difference between ex-
perience costs and premium in-
come was unexpected. But thanks
to GroupFacts, the news came in
time to remedy the situation.

It takes complex analyses to
monitor the profitability of a new
product. But they can mean the
difference between success and

failure in the business of group
life and health insurance. And

time is of the essence. Only an
online system as comprehensive
as GroupFacts, from Erisco, can
weigh timely, accurate and mean-
ingful information from many
areas. And then provide vital
reports, just days after the month's
figures come m. So you can exam-
ine your block of business and
take action to retain your com-
petitive position.

Only GroupFacts addresses
all the basic functions. It calculates

premiums and commissions.
Handles billing and remittances.
Takes care of reinsurance and pro-
vides carrier reporting. And it fully
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supports Administration, Mar-
keting, Actuarial, Underwriting
and Accounting.

GroupFacts was designed to
grow along with your business.
Easily. So that even its extensive
system tables can be modified
online, without reprogramming.
And this new, advanced system is
backed by Erisco's years of main-
frame experience in group
administration.

If you are an insurance
carrier or TPA, we'd like to show
you how GroupFacts can help you
to anticipate and respond to op-
portunities in your fast-changing,

complex and highly competitive
business. Just like we do regularly
for this once skeptical customer.

To learn more about Group-
Facts or other Erisco mainframe

benefits software, call or write the
Sales Department at Erisco,
1700 Broadway, NY, NY 10019,
(212) 765-8500.

GROUPFACTS
Erisco-The bendits Of information
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derwriter's ownership, domicile,
management, reputation, retroces-
sions to other reinsurers and con-
tinuing financial stability.

• Devise and place a reinsur-
ance program on the basis of an
approved list of insurers.

• Obtain reasonable assurance

as to the accuracy, completeness
and validity of the information re-
ported.

It also is important for ceding

companies to note that in some
parts of the world, reinsurance
companies are not subject to statu-
tory supervision by regulatory
authorities, Mr. Holloway added.

"For example, in parts of Eu-
rope. .ceding companies will have
a special need to satisfy themselves
as to the management and credi-
tworthiness of reinsurers," he said.

It also is important to remember
that the solvency of insurance
companies can be jeopardized by
defects in its reinsurance program,
he said.

Lloyd's of London reminded
Lloyd's brokers last year that a
failure by a client to collect on a
valid claim from an insurer or

reinsurer can arise from several

causes, including:
• Absence of coverage.
• Technical defects in coverage.
• Defective security.
• Fraud and dishonesty.
• Improper binding authorities.
"The insurance broker or other

intermediary placing insurance
cover has a pivotal role to play in
identifying unsatisfactory insur-
ers," said Mr. Holloway.

Concern has grown in recent
years about the increase in size and
frequency of errors and omissions
insurance claims made against
Lloyd's brokers and the conse-
quent increase in E&0 premiums
and coverage restrictions.

Hence, there is "the need for bet-
ter management controls so as to
minimize errors and omissions

likely to give rise to a claim against
brokers," he added.

Mr. Holloway pointed out that
the analysis of an insurance com-
pany's security is made difficult
because of the different ways fi-
nancial data is presented world-
wide.

For example, "in the U.K., there
are, as yet, no codified and gen-
erally accepted accounting princi-
ples for insurance companies."

However, the first step to correct
this situation has been taken by
the Assn. of British Insurers, which

published a statement of recom-
mended practice on accounting for
insurance business in December

1986, he added.

"Elsewhere, the standard of re-
porting also differs widely so that,
for many jurisdictions, the task of
evaluating the financial position of
an overseas insurance company is
very difficult," he said.

Although insurance companies
in Britain and elsewhere must file

detailed financial accounts with

regulatory authorities, detailed fi-
nancial data is not always avail-
able to the public.

For example, British insurance
companies, when preparing au-
dited accounts for shareholders, do
not need to:

• Quantify changes in reserves.
• Disclose the market value of

investments.

• Disclose certain information

and analysis relating to assets, lia-
bilities, income and expenditures.

"With a lack of comparability in
our own back yard, it is not sur-
prising that there is a lack of dis-
closure and consistency in avail-
able, often out-of-date, financial
information worldwide, which be-

devils any assessment of security,"
Mr. Holloway concluded. I



comings & goings: industry

Empire BC/BS names
Cardone chairman, CEO

Albert A. Cardone has been ap-
pointed chairman and chief execu-
tive officer of Empire Blue Cross
& Blue Shield in New York.

Mr. Cardone joined Empire BC/
BS in 1985 after spending most of
his professional career with the ac-
counting firm of Deloitte Haskins
& Sells, where he was a partner
and national industry director of
health care services.

Mr. Cardone succeeds Edwin R.

Werner, who is retiring after
spending 48 years with BC/BS in
New York.

Empire BC/BS was formed in
May 1985 after BC/BS of Greater
New York and Blue Cross of

Northeastern New York merged.
The company has more than 10.5
million policyholders.

In other insurer changes:
Bill D. Wymore elected execu-

tive vp-insurance services of Wau-
sau Insurance Cos. in Wausau, Wis.

Mr. Wymore will provide direction
and coordination of the Gates,
McDonald & Co. and Beaver Pa-

cific Corp. units. Gates, McDonald
provides services to employers that
self-insure workers compensation
exposures, while Beaver Pacific
writes workers compensation in-
surance in California.

Stanley Freese joined Compass
Insurance Co. of Dallas as execu-

tive vp-claims. Previously, Mr.
Freese was senior vp-claims at

Gulf Insurance Co. in Irving,
Texas.

David C. Bramer named vp-
group benefits at Nobel Insurance
Group in Canonsburg, Pa.

At Chubb & Son Inc. Roger D.
Trachsel, Alan R. Riley, and
Regis Henckler Jr. elected vps in
Tulsa, Okla., Phoenix, Ariz., and

Milwaukee, respectively.
Ronald G. Thornton appointed

vp and assistant regional manager

at Marine Office of America Corp.
in New York. Previously, Mr.

Thornton was vp-ocean cargo un-
derwriting.

Agents/brokers
At Rollins Burdick Hunter· of

Kansas Inc., Alvin C. Burton
named chairman and chief execu-

tive officer, and James P. Bayne
named president and chief operat-
ing officer. Previously, Mr. Bayne
was president and CEO of RBH of
Oklahoma.

Thomas L. Mays named execu-
tive vp-insurance division at The
Pomerleau Agency in Burlington,
Vt. Mr. Mays will oversee finance,
operations and administration.
Previously, Mr. Mays was a direc-
tor with MCI Telecommunications

Corp. in Washington, D.C.

At Corroon & Black Corp. in
New York: Robert Kalbell, Craig

Sutherland, Diane Askwyth,
Marygrace Cicchelli and Brad
Hart promoted to vps from assis-
tant vps. Mr. Kalbell handles large
accounts in the property/casualty
division. Mr. Sutherland manages
all lines in the aviation/aerospace
division. Ms. Askwyth is vp-pro-

fessional development. Ms. Cic-
chelli works in employee benefit
consulting. Mr. Hart works in the
technical service/engineering unit.

At C&B in New Jersey: Mark
Hemschoot and Shelley Hoot

were promoted to vps from assis-
tant vps in the brokerage services
division.

At Corroon & Black/Fairfield &

Ellis Inc. in Boston: Robert P.

Fitzgerald, Carol Ottaviani,
Renwick M. Severance and Gary
T. Stitham were promoted to se-
nior vps from vps.

Eric P. Hein has moved from the

Nashville office of Corroon &

Black, where he worked in the re-
search and development unit, to
C&B of Illinois, where he was

named vp and senior consultant.
Also at C&B of Illinois, Richard

DeCoster joined the risk manage-
ment services division as a vp and
property insurance specialist.

Other suppliers
Brad Hepp elected a principal

at the Minneapolis risk manage-
ment consulting firm of Brandow,
Howard, Kohler & Rosenbloom
Inc.
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Robin Jackson to reti re at end of 1988
By CAROLYN ALDRED
and STACY SHAPIRO

LONDON-Robin A.G. Jackson

will retire as underwriter for one

of Lloyd's of London's largest non-
marine syndi-

1 --218'
. \,„,L,2\7*J cates at the end
#AliP;Q of 1988.
11-- 1 Mr. Jackson,

-"'J who last year
I -r V i was chairman of

1 X) Lloyd's Non-
..ELE+34/f Marine Un-

Mii derwriters'

Assn., will con-
tinue to be a

Mr. Jackson director of Mer-

rett Holdings
P.L.C., whose subsidiary manages
Mr. Jackson's syndicate, until his
55th birthday in September 1989.

"I've always said that I would

retire earlier than later," Mr. Jack-
son told Business Insurance.

"I think 12 years is pretty much
the length of time to run a Lloyd's
syndicate, and I've reached that,"
he added.

"Besides, there are other things
to do in life than insurance. . . .It's

silly to do those things when you
are 65 and too old to enjoy them."

Mr. Jackson was managing
director of Unionamerica Insur-

ance Co. Ltd. for five years and an
underwriter for General Reinsur-

ance Co. in the United States for 11

years before replacing Leslie Dew
as Merrett's non-marine un-

derwriter in 1977.

Mr. Jackson's syndicate is known
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as 799, although it now also in-
cludes syndicates 772,774 and 943,
syndicates previously under-
written by Mr. Dew.

Last year, syndicate 799's stamp
capacity totaled 154.3 million
pounds ($227.6 million at year-end
1986 exchange rates).

About 84% of the syndicate 799's
business is derived from North

American risks (BI, Sept. 1, 1986).
When Mr. Jackson retires, the

syndicate will be divided into three
new syndicates, which will be
headed by Mr. Jackson's current
deputy underwriters:

• Ken Barrett, who writes prop-
erty treaty reinsurance and medi-
cal malpractice coverages.

• Richard Lawrence, who writes
directors and officers liability in-
surance.

• Stephen Burnhope, who over-
sees financial institution coverage.

Syndicate 799 will cease to exist.
Mr. Jackson has been a leader in

many North American casualty
and Lloyd's market issues since he
began working at Lloyd's. He has
said that people always want to -
know Lloyd's opinion, so he gives
it to them.

While he points out that he will
be around the insurance industry
for another 31/2 years, Mr. Jackson
says he has no qualms about retir-
ing. "I think it's great," he says.

Stewart Wrightson
Lloyd's of London broker

Stewart Wrightson Holdings
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 LIABILITYHave you found that the forecastingof liability costs is becoming an increasingly important and
difficult part of your corporate planning process?

Do you believe that the insurance industry has been
unresponsive? ,

Are you convinced that the American tort system exacerbates
the problem with its dislocations in liability and damages?

Are you looking for a policy that more closely relates
insurance costs to your individual corporate experience?

/TRENWICK
Trenwick, an insurance underwriter, agrees.

Chances are any Risk Manager would answer
yes to these questions. The surprise is that

We believe that Corporate America requires an insurance policy
that is fair to both buyer and seller and provides incentives to create
and perpetuate a stable relationship between insured and insurer. Just
like other commercial contracts, this new policy should also provide for
an orderly and non-punitive unwinding of a relationship.

Trenwick has developed and introduced such a policy, and has
received favorable response from the buyer, broker and regulatory seg-
ments of the market. This new policy is now commercially available to
clients of a limited number of insurance brokers.

I i] U For more information, and a sample policy, contact: Paul Feldsher,
We believe it will bring both capacity and equity to a troubled

commercial insurance market.

Vice President, Trenwick America Corporation, 21 Charles Street,
Westpon, Connecticut 06880. (203) 226-8116.

P.L.C. plans to expand its em-
ployee benefits business by merg-
ing its benefit consulting subsidi-
ary with consultant Martin Pater-
son Associates.

The merger is expected to be
completed by the end of the month
and the new company, which will
be a subsidiary of Stewart Wright- 1
son, will be called Paterson

Wrightson, said George Boden,
deputy chairman of Stewart
Wrightson Ltd. and a director of
the holding company.

"Benefit consultancy is a very
fast-growing business in the U.K.
at the moment," according to Mr. 1
Boden.

"As legislation changes and pen-
sions become more complex, com-

panies need more and more ad-
vice," he added.

Also, the business is based on a
fee basis rather than commissions,

so is not susceptible to the cycles of
the insurance market, according to
Mr. Boden.

Martin Paterson and Stewart

Wrightson Benefit Consultancy
Ltd. are similar in size.

Both expect to have 1987 fee in-
come of approximately 3 million
pounds ($5 million), said Mr.
Boden.

Tax controversy
Members of Lloyd's of London

are hoping Prime Minister Mar-
garet Thatcher will call a national
election in June forcing the gov-
ernment to drop a clause in the Fi-
nance Bill that could "seriously
damage the future of Lloyd's."

The Finance Bill, which is due to
go before a Parliamentary commit-

tee Tuesday, includes a proposal
to treat for tax purposes funds the
Lloyd's syndicates set aside to
cover future claims similarly to in-
surance companies' loss reserves.

This means the funds, known as
reinsurance-to-close premiums,

would be subject to review by the
Inland Revenue and would only be

tax-deductible if they are based on
adequate evidence or data.

As a result, Lloyd's members

could face higher tax bills, which
Lloyd's fears could lead to a re-
duction in membership and a de-
crease in market capacity.

Indeed, the new tax requirement
could force Lloyd's to stop under-
writing long-tail liability risks al-
together, according to the Lloyd's
Underwriting Agents' Assn. (BI,
April 13).

However, if Mrs. Thatcher calls a

June election, as is widely be-
lieved, the government may be
forced to abandon the tax proposal
in order to get the rest of the bill

through Parliament quickly,
sources say.

Meanwhile, senior members of

Lloyd's now are discussing with
the British Inland Revenue and the

Treasury Department proposed
changes in the tax treatment of re-
insurance-to-close premiums.

The talks are "well under way on
a constructive basis," Treasury
Secretary John MaeGregor told
members of the House of Commons

last month.

In addition, Lloyd's un-
derwriters and underwriting
agents are actively lobbying mem-
bers of Parliament to make them

aware of the possible consequences
of the proposal, sources say.

"The way forward is for us to ad-
dress Treasury ministers and the
Inland Revenue to explain that

Lloyd's works differently from an
insurance company. However,

communication is the problem to
the answer," said Michael Wade,

managing director of Holman
Wade Ltd; a specialist insurance
brokerage subsidiary of Lloyd's
broker Horace Holman & Co. Ltd.

Continued on next page
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Holman Wade specializes in ar-

ranging insurance for 27,000 of
Lloyd's 32,000 members, including
stop-loss cover.

People must question whether
Lloyd's could continue writing
business if the funds became sub-

ject to tax, he added.
"Seventy-five percent of Lloyd's

business is from overseas, and a
major proportion of that is over-
seas liability. Lloyd's cannot trade
properly unless it can adequately
cover outstanding liabilities," said
Mr. Wade.

John Reed, a partner in the ac-
counting firm of Arthur Young &
Co. in London, agreed that the pro-
posal would have an immediate
impact on the market.

"Members will vote with their

feet and resign their membership,"
he said.

A spokesman for the Treasury
Department, however, denied that
Lloyd's members would resign as a
consequence of the tax law
changes.

"The membership of Lloyd's has
been expanding rapidly in the last
few years and this has occurred
despite of heavy underwriting
losses," he noted.

Channel collision
Sealink U.K. Ltd. has set up an

internal inquiry to discover who
was responsible for the collision of
two vessels in the English Channel
that killed three French fisherman

late last month.

A 65-foot French trawler sank

after colliding with a Sealink cargo
ferry in the outer harbour of the
French port of Boulogne.

Three men aboard the trawler

drowned, but five of the remaining
crew were rescued from the sea,
according to a spokesman for Sea-
link.

The cargo ferry, which was un-
dergoing a routine maneuver when
the trawler hit it, was not damaged
and none of its crew or 47 passen-
gers was harmed, the spokesman
added.

Sealink, a ferry company, has
unlimited liability coverage for all
its cargo ferries with The Britannia
Steam Ship Insurance Msn. Ltd.,
said a spokesman from the protee-
tion and indemnity club.

However, no claim will be filed
unless Sealink is found to be liable,
according to a spokesman for Sea-
link.

Meanwhile, the maximum com-

pensation for sea passengers under
British law is to be increased to

about 80,000 pounds ($132,000),
effective June 1, and will be kept
under review, the British Shipping
Minister Michael Spicer an-
nounced in the House of Commons

late last month.

The increase, from a current

limit of about 38,000 pounds
($62,700), follows the Zeebruggi
ferry disaster, in which 182 people
are so far known to be dead, when
a Townsend Thoresen ferry cap-
sized off the Belgian coast in
March.

Last week, an official British

public hearing commenced to dis-
cover what caused the ferry disas-
ter.

Newspaper reports say the hear-
ing opened with trial lawyer David
Steel, representing the secretary
for state for transport, accusing
Townsend Thoresen of sloppy
practices on the part of the crew
and owners.

Comings and goings
Robin Romer-Lee, chairman of

Sedgwick Associated Risks Ltd.,
and Richard Titley, chairman of
Sedgwick International Ltd., have
been appointed directors of
Lloyd's of London broker Sedg-
wick Ltd. Both men will retain

their present positions.
Charles Jacob has been ap-

pointed a director of London
United Investments P.L.C, the par-

ent company of H.S. Weavers (Un-
derwriting) Agency Ltd.

Lloyd's of London broker Alex-
ander Howden Ltd. has combined

the aviation and aerospace division
of Alexander St-nhouse Ltd. and
the aviation division of Alexander

Howden Ltd. and has appointed
Tony Ashby chairman of the com-
bined division. This move follows

the departure of Howden aviation
Chairman Michael Hughes, who
recently joined the aviation divi-
sion of C.E. Heath P.L.C.

Bell Insurance & Management
Services Ltd. has appointed Mi-
chael Davie a director. Mr. Davie

moves from Hogg Robinson Over-
seas Ltd., where was an executive
director.

Leslie Doherty has been ap-
pointed managing director of
Bowring Tyson (10.M.) Ltd. on the
Isle of Man.

Ken Croly has been appointed
manager of the fire department for
Gerling-Konzern General Insur-
ance Co. in London. I
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WHSE FIRES II
In an Earlier Message,We Reviewed a Few Well-known Warehouse Losses
ofcatastrophic proportion-over $100 million each-and discussed the chain of
events that led to these disasters. That particular message prompted a reader to
write, urging us topresent"... asummary ofseveral mundane losses, those inthe
range below $10 million... and remind our clients they havejust as much to lose
on a proportionate basis as those with jumbo exposures." This suggestion made a
lot ofsense. So, we took a look at 1,076 incidents, representing $170.7 million in
property damage and business interruption over a recent five-year period. Here's
what we found:

Storage: 0-15 Feet. This was the most common storage height, involving 76.4%
of the reports, but resulting in only 46.7% of the loss dollars. The average loss was
$96,860. This performance can probably be attributed to the fact thatfires in low
storage configurations can usually be suppressed or controlled by most automatic
sprinkler systems if a reasonably good water supply is available.

Storage: 16-25 Feet. This storage height was especially vulnerable, accounting
for 41.7% ofthe loss dollars, and involving only 20.2% of the number oflosses. The
average loss was $327,000, asizable increase forjust an additional 10 feet ofstorage
height. One of the reasons for this increased hazard is that fires in the higher stor-
age arrays are more difficult to suppress and require a more demanding sprinkler
system design. At the same time, greater amounts of storage and values per sq. ft. of
noor area are subject to the initial fire and to water damage from operating sprin-
klers. And finally, the storage is subjected to the overall effects of he frre (burning,
wetting and general contamination) for longer periods of time since reaching the
fire and extinguishing it is that much more difficult.

Storage: 26-75 Feet. There were only 1.4% of the incidents reported in this
category, and none above 30 feet. However, the total loss dollars of 8.8% seemed to
be significant with an average loss of $ 1.0 million. Detailed analysis revealed that
one-third of these losses involved vertical storage of rolled paper, whidh resulted in
an average loss of $2.9 million. Since the remaining losses averaged only $38,780,
it seems that high-rack storage with automated retrievers enjoyed the best loss
experience of all categories. This probably reflects reduced ignition sources and
damage potential from such items as smoking and the operation offork lift trucks.
Normally, there is no need for personnel to be in the rack areas and access is
usually controlled because ofthe personnel hazard from the automated stackers.

Regardless ofthe Size or Value ofYour Warehouse,
it's a good idea to have a loss prevention and control
program in place, such as OVERVIEW. IRI developed
OVERVIEW as a means by which we can consult with
you and help you measure the effectiveness ofyour
existing loss prevention and control program. In addi-
tion, we created the OVERVIEW Forms Packet which
can help you custom-tailor your own loss prevention
guidelines and checklists. For information and prices
concernjng the new OVERVIEW Manual and Forms
Packet, write to Mrs. R A Sasso, IRI, 85 Woodland St.,
Hartford, CT 06102 or phone her at (203) 520-7412.
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RBH acquires Jardine's TPA affiliate
Rollins Burdick Hunter Co. is ex-

panding its third-party claims ad-
ministration business by purchas-
ing the assets of San
Francisco-based Jardine Emett &

Chandler Inc.'s claims administra-

tion operations.
Chicago-based RBH purchased

the assets of Jardine Claims Man-

agement Inc. and its subsidiaries:
Laverack & Haines and R.L. Kautz

& CO.

The terms of the sale were not

disclosed, and Jardine officials had
no comment on the sale.

RBH will incorporate the Jardine
operations into its TPA unit, Self-
Insurers Services Inc. of Chicago,

according to Ralph M. Wilson,
president and chief executive offi-
cer of SIS.

Mr. Wilson said that RBH was

looking to expand SIS into a na-

r

markets

tionwide claims administrator and

that the Jardine's TPA operations
were a perfect fit.

"SIS had an excellent presence
in the Midwest and wanted to

strengthen its position and market
share on the East Coast and West

Coast " Mr. Wilson explained. He
noted that the Jardine operations
were particularly strong in both
California and on the East Coast.

Jardine Claims Management
served 588 sedf-insured clients in

1986 and paid $9.5 million in
claims on behalf of self-insurers.

Sixty-five percent of the claims
administered by the company were
workers compensation claims; 24%
were health insurance claims; 6%
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were general liability claims; 4%
were automobile claims; and 1%
were property damage claims.

SIS reported 120 self-insured
clients last year and paid $57.8
million in claims for self insurers.

Seventy-eight percent of the
claims administered by SIS were
workers compensation claims; 15%
were general liability claims; 3%
were professional liability claims;
2% automobile liability claims; 1%
bonds; and 1% miscellaneous.

As a result of the acquisition,
SIS will add seven offices-for a

total of 17 offices-and will pick
up a number of prestigious Fortune
500 clients that had been serviced

by Jardine Claims Management, as
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well as a large book of public en-
tity business, including the city of
Los Angeles, according to Mr. Wil-
son.

Mr. Wilson said there is very lit-

tle overlap between the two op-
erations. Consequently, most of the
Jardine employees will be retained
by SIS.

With the acquisition of Jardine's
TPA operations, SIS now can pro-
vide a complete line of products
and services for self-insured orga-
nizations, according to Mr. Wilson.
These products and services in-
clude loss control, claims service,

and electronic data processing
equipment and services.

SIS is a wholly owned subsidiary
of RBH, which is a unit of Chi-

cago-based Aon Corp., formerly
Combined International Corp.

SIS is located at 55 E. Monroe,

' company size by
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New York brokerage
MLW Services Inc. has been

formed in New York to broker

large commercial industrial ac-
counts nationwide.

''We offer the boutique ap-
proach: highly specialized and
personalized," said Andrew Marks,
president and chief executive offi-
cer.

The company already has $50
million in premium volume. And,
according to Mr. Marks, annual
commission revenue will be $3 mil-

lion. There are 25 employees on the
staff.

And the top four executives pre-
viously held senior management
positions with large brokerages:
Mr. Marks previously was chief ex-
ecutive officer of Reed Stenhouse

Inc. of New York in New York and

senior vp-business development
with Reed Stenhouse Inc.; Bert
Linder, executive vp and chief
operating officer, was chief admin-
istrative officer with Reed Sten-

house Inc.; Silvana Vlacich, senior
vp-marketing, was a vp with Alex-
ander & Alexander Services Inc. in

New York; and Charles Weisblum,
chairman and director of the com-

pany's underwriting operations,
ran Irving Weisblum & Co. of New
York for 25 years.

The brokerage is located at 100
William St., New York, N.Y. 10038;
212-797-9600.

Houston consultant

The Sentinel Group has been
formed in Houston to offer turn-

key risk analysis and risk manage-
ment services to employers in the
United States and abroad.

The staff includes engineers, in-
dustrial hygienists, safety profes-
sionals, economic and financial

analysts, lawyers, insurance spe-
cialists, political scientists and se-
curity/anti-terrorism experts. They
help clients analyze project risks,
existing operating risks and acqui-
sition-related risks. They also as-
sist in the development of emer-
gency response procedures and cri-
sis management.

The Sentinel Group offers clients
"a single-source organization that
can properly assess and manage
the increasingly uninsurable risks
present in today's business, politi-
cal and financial environments,"
said R. Eric Miller, chairman and
chief executive officer.

Fees can be arranged on an
hourly or case basis.

The company is located at 3 Ri-
verway, Suite 1776, Houston,
Texas 77056; 713-963-0060.

Travelers expansion
Travelers Corp. has expanded its

preferred provider network into
Boston.

Travelers Preferred-Boston has

20 hospitals and 510 physicians in
its pr6vider network.

In addition, the PPO offers mem-
bers the Patient Advocate utiliza-

tion review programs and the Tak-
ing Care wellness program.

Further information is available

from Marcia Radosevich, 20 Uni-
versity Road, Suite 525, Cam-
bridge, Mass. 02138; 617-876-5100.

New offices

Gresham & Associates Inc., a

Morrow, Ga.-based excess/surplus
lines broker, has opened a branch
office at 3300 PGA Blvd., Suite
410, Palm Beach Gardens, Fla.
33410; 305-694-6800.

Crump Re Inc. has relocated to

Hartford Square North, 10 Co-
lumbus Blvd., Hartford, Conn.
06106,203-727-9727. I



k..3....0:2+ 5

morrs
uP,/1

agent/ broker topics
A monthly editorial section sent exclusively to agents and brokers

TO HIT TWE
WAYES!!1.

i'. -/*: K

_-f TRKETB>

'L

PROFITS IN PARAD ISE
Success requires innovation

By LINDA J. COLLINS

MAUI, Hawaii-Independent agents and brokers are
losing market share in personal lines and small com-
mercial lines, according to George Nordhaus, president
of Insurance Marketing Services in Santa Monica,
Calif.

Mr. Nordhaus addressed U.S. and Canadian agents
and brokers attending IMS's 14th annual convention,
held at the Maui Marriott Resort last month. The con-
vention offered sales, marketing, motivational and or-
ganizational tips to IMS members.

Producers can attribute their loss of market share in
personal and small commercial lines to direct-writing
agents, as well as to direct-mail solicitations, telemar-
keting programs and other marketing campaigns that
offer the "ability to reach more people than you and I
can reach," Mr. Nordhaus told the agents.

He speculated that in coming years, agents will see
more mass merchandising of small commercial lines
risks. "There's a mass-marketing program for everyone
out there," Mr. Nordhaus explained.

The time and expense generated by personal visits
makes it unprofitable for agents to call on small com-
mercial prospects face-to-face. Mass marketing pro-
grams can target those businesses in a much more
cost-efficient manner, Mr. Nordhaus pointed out.

In order to compete effectively against other insur-

ance distribution mechanisms, independent agencies
and brokerages should avoid handling their small com-
mercial accounts like commodities, without taking
time to tailor the product to the client's needs. "You
need to differentiate your product. If you allow prod-
ucts to be commodities, you deserve what you get," he
warned.

To maintain or gain market share, agents and bro-
kers should emphasize their professionalism and their
ability to provide for their clients' overall needs, ac-
cording to Mr. Nordhaus.

But changes in the property/casualty insurance in-
dustry span beyond those involving marketing tech-
niques, Mr. Nordhaus said. He sees a "tremendous
narrowing of the number of companies represented by
agents. Company/agency exclusives are catching on
now. . .and agents are choosing up sides," he said.

Agencies can lower account acquisition costs and in-
crease their efficiency by representing fewer insurers,
especially if they communicate with those insurers
electronically, Mr. Nordhaus said. In addition, insurers
usually offer better contract terms and more services
to their 'preferred agents' in return for higher pre-
mium volume commitments.

"I don't like the preferred agent concept in a lot of
ways, but I can understand the advantages from a
company perspective," Mr. Nordhaus added, explain-

Continued on net page

IMS seminars teach
sales, marketing tips

By LINDA J. COLLINS

MAUI, Hawaii-Blue skies and gusting trade winds greeted ap-
proximately 700 member agents, their guests, vendors and other in-
surance industry representatives who met at Kaanapali Beach in
Maui, Hawaii, from March 31 to April 4 for the 14th annual con-
vention of Insurance Marketing Services.

Aptly titled "Profits in Paradise," the convention featured 14
speakers and an exhibition area with 20 vendors providing products
or services for agents and brokers.

Lucky visitors even caught occasional glimpses of humpback
whales cavorting off the coast.

Santa Monica, Calif.-based Insurance Marketing Services pro-
vides a number of marketing, sales and personnel development ser-
vices to independent agent and broker members across the United
States and Canada.

The convention began with an educational and entertaining pro-
gram led by psychologist and organizational expert Dr. Gerald
Faust, president of consulting firm Faust Management Corp. of San
Diego.

Dr. Faust used graphs and questionnaires to show agents how to
determine where their agency was on the organizational life cycle,
and how they could modify management structure to achieve bet-

Continued on next page
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Hire only 'winning' producers: Consultant
By LINDA J. COLLINS the newspaper because they get more Job ing to Mr Cecil An agency or brokerage that plans on hir-

offers than they can handle already," Mr The interviewer should also take note of an ing a new producer should locate three to
MAUI, Hawaii-"Winners are winners Cecil explained applicant's appearance during the interview, five candidates for the sales position, ac-

from the start and losers tend to stay losers," He suggests that in order to draw the lar- Mr Cecil said People will usually look their cording to Mr Cecil
says a marketing strategist/consultant and gest number of respondents and increase the best for an interview, he pointed out, SO if "If you need one salesperson, hire three,

an expert in hiring producers chances of hiring a successful producer, ads they look unkempt or unprofessional in the then boil it down within 30 days," he sug-
Thus, it is crucial for agencies and broker- should begin something like this "Local af- interview, it is a bad sign gested "There's nothing wrong with turn-

ages to properly pre-screen prospective pro- filiate of international company seeks sales- Mr Cecil suggests interviewers refrain over unless it doesn't happen quickly
ducers before they are hired, warns Jim man for products in demand by business " from trying to sell candidates on the position enough "
Cecil, president of The West Coast Market- He noted that an agency does act as an affili- too early He suggests interviewers begin by Hiring three people rather than one can be

ing Group in Bellevue, Wash ate for the insurers it represents asking the applicant a set of prepared ques- beneficial because "While you can test for
It is equally important, he adds, to look for The agency or brokerage may also find it tions that provide clues to the applicant's quick, bright, alert and persuasive, you can-

early warning signs after hiring a new pro- helpful to use a fictitious contact name in the personality and sales potential not test willingness You have to hire them
ducer to indicate whether the producer will ad, Mr Cecil said By using a fictitious con- Questions to ask include and watch" for this quality, Mr Cecil said
be successful tact name, the person answering the phone • Could you tell me about your business Some clues to a new producer's success

And, if the agency or brokerage sees signs can immediately determine if a person is background? potential are easy to spot, he explained For
that a new producer is not working out, he or calling in reference to the ad • What was your favorite position and example, if the new producer is out actively
she should be dismissed quickly "Often we And Mr Cecil cautions, "The ad does not what did you enjoy most about it? making calls, negotiating contracts and solv-
stay with the wrong people too long," Mr need to sell the candidate on your company, • If you have had previous sales expeln- ing problems for clients, it is a positive sign
Cecil says it ]ust needs to sell the candidate on calling ence, what did you enjoy selling the most? Someone who spends a lot of time in the of-

The real problem is not that agencies and you " • When did you decide to be a salesperson fice shuffling papers and making excuses
brokerages don't know how to hire properly, According to Mr Cec., "The best people and what do you or would you like most will not succeed, according to Mr Cecil
he explains "The problem is that when we are the hardest to get In for an interview about sales? He also suggests that the agency or bro-
make a mistake, we try to hope lt through, The agency should write a script for the per- "By the third or fourth question, you will kerage look for unwillingness in the new
and of course it never gets better " son handling phone inquiries that 15 de- know if the person iS not right for the posi- producer as a sign that the person is un-

Mr Cecil provided agents and brokers at- signed to pull people in. and should also tion," Mr Cecil said If the candidate is un- suited for the ]ob These people, he said, will
tending the 14th annual Insurance Market- make sure the interviewer is committed to satisfactory, the interview should be ter- try to blame problems on someone else
ing Services convention in Maui with tips on the mission " minated at that point, he stressed But Mr Cecil cautions that new producers
what to look for when interviewing new When a candidate phones in a response to Sometimes it is helpful to focus less on ap- must receive proper sales and technical
producer applicants and how to quickly de- an ad, the person handling the calls should plicants' verbal responses and more on their training to be successful in their positions
termine if a new producer will succeed provide the caller with a little more informa- physical behavior, he added And, in addition to providing adequate

First an agency or brokerage should at- tion about the position, mthout being overly Mr Cecil suggests that when contacting an training tools, the agency or brokerage
tempt to attract a large number of appli- specific Information that can be furnished applicant's former employers, the agency or should attempt "to create a climate where
cants, he said to the caller at this time mcludes the poten- brokerage should ask if the candidate would people can see the cause and effect measures

"If you write an ad narrowly," specifying tial earnings range for the position, that the be eligible for rehire and in what position of what they do Measure how many people
exactly what the position entails and the position will involve calling on business ex- Then, the caller should ask what the appli- they've talked to, how many proposals
type of educational or business experience ecutives, and that a new employee will go cant's strong points and weak points are they've made and how many clients they've

sought, "you'll never get to meet the right through a training prognm If the past employer identifies the candi- gained," Mr Cecil stressed
people," Mr Cecil cautioned According to Mr Cecil, the interviewer date's deficiencies and those deficiencies are "Visibility requires a person to acknow-

"Your ad should be designed to present should then attempt to Interview applicants not insurmountable, "then the agency can ledge what his job lS every day Don't punish
you with as many people as possible" for two as quickly as possible, or the best candidates work to correct the problem," he said a bad day, but don't downplay trends," he
reasons, he said First, many potentially suc- could be snatched up by another firm After the interviewer has determined that said -With losers, you will start hearing
cessful producers will not have previous in- "Aggressive people can't stand being out a candidate would make a desirable em- statistical rationalization "
dustry or sales experience and might not re- of a lob Get them into your office immedia- ployee, "then you have to sell the person on And if a new producer is not meeting an

spond to an ad seeking such experience tely, or they will find a ob before the inter- your company," said Mr Cecil agency or brokerage's expectations, It should

Secondly, many people who look for Jobs in view," he stressed He suggests that interviewers hire good "move boldly and swiftly" to terminate the
the newspaper have already failed in previ- In the initial interview, the interviewer prospective producers quickly» "Within 30 pei son "There is no reason to keep a poor
ous positions, he said needs to determine if the candidate is bright, days you will know if they are a success," he salesman, unless your agency has a death

"Winners do not usually look for Jobs m quick, alert, willing and persuasive, accord- explained wish," he concluded .

Marketing tips
Continued from prevzous page
ing that it costs insurers less to deal with fewer agents who supply IMS members forming new
a more significant business volume

The primary disadvantage of preferred agent contracts is that the
agency can offer fewer market options to its clients, he said

Because of the realignment and consolidation taking place in the life reinsurance company
property/casualty industry, "We will see bigger agencies and bro-

kerages emerging," Mr Nordhaus predicted He By LINDA J. COUlNS Only member-owners will be able to place rein-

also foresees an increase in market specialization surance business with the reinsurer, which will be

among agents, since the needs of clients differ MAUI, Hawaii-Santa Monica, Calif -based Insur- domiciled in Arizona

significantly ance Marketing Services is assisting its members and IMS President George Nordhaus will own 25% of
However, all agents and brokers will find it in- other interested agents in forming an agent-owned life Independent Agents Holding Group, the holding com-

creasingly necessary to develop risk management reinsurance company. pany for the reinsurer, and participating agents will
services for their clients With the "tremendous IMS plans to capitalize Independent Agency Life own the remaining 75%
shift out of insurance programs and into self in- Insurance Co with at least $1 million in contributions The minimum premium volume participating agents

surance, retention groups, captives, broker-spon- from 35 member-owners, said Jon Giacomelli, execu- will be required to produce each year will vary, based
sored insurance companies and pools," agents tive vp of IALIC on the size of their initial investment

and brokers will find lt necessary to offer risk , Under federal securities law, "we cannot have more "Agents who buy into IALIC, based on their in-
Mr. Nordhaus management support in order to serve their cli- than 35 non-accredited investors in a private place- vestment levels, have minimum production guidelines

ents' needs properly, Mr Nordhaus said ment," he pointed out A non-accredited investor is annually," said Mr Giacomelli, explaining that the
He also urged agents to explore the option of broadening the one who fails to meet one of several Securities and Ex- production guidelines -insure that the project works,

scope of their client services into the financial services area "There change Commission criteria such as an annual income since it is primarily premium-driven "
will be an extension of the financial services offered by agencies of $200,000 and a total net worth exceeding $1 million Through United Presidential Life, IALIC will rein-

and everyone else in sight," he predicted However, once IALIC is operating, other agents "will sure universal life, single premium whole life and ex-
However, the future lS bright for agencies and brokerages that have a chance to get involved m subsequent offerings cess interest whole life policies, Mr Giacomelli said,

take advantage of all the opportunities before them," Mr Nordhaus as we are able to invite more people in," he predicted adding "we expect to expand into term insurance" in
contends "Capacity is up, we're able to place more types of busi- How the company will be formed and what types the future

ness, the Industry has returned to profitability and tort reforms of business it will remsure was discussed by Mr Gia- Provident Life & Accident at first will write pri-
have been passed m 34 states " comelli during IMS's annual meeting here March 31- marily payroll deduction life business, Mr Giacomelli

April 4 IMS is soliciting its member agents to partici- said However, "We plan to expand writings later

IMS seminars pate in the proiect, although participation is not lim- through the Chattanooga-based insurer
ited to IMS members IALIC will reinsure one-half of any risk up to

Continued from previous page The reinsurer is being "developed primarily for $100,000 For larger risks, the reinsurer will retro-
ter results property/casualty agencies, but that does not preclude cede the portion of the risk greater than $100,000

Following his overwhelming success as the final speaker at IMS's us from letting life agents into the company," Mr Gia- back to the fronting company
1986 convention in Los Angeles, Dr Faust was asked by IMS to comelli explained Mr Giacomelli explained that IALIC's contract with

speak every morning during this year's convention Giving property/casualty agents the opportunity to United Presidential Life calls for the reinsurer's pre-
Other seminars featured mass marketing to target Industries, own their own life insurance underwriter "gives them mium volume "to be up to $3 million a year in three

branching into other financial service fields, such as real estate and the impetus to get more involved in (selling) life insur- years, and we plan to write $1 million in business in
leasing, to solidify client relationships, recruiting and hiring new ance which adds greatly to an agency's bottom line," 1987 "
producers, planning for an agency's future Mr Giacomelli pointed out In early June, IMS will hold seminars targeting pros-

In addition, there were programs on premium financing, how to Ownership in IALIC will "allow them to partici- pective shareholders in five Eastern states New York,
set up computerized sales centers, methods through which rural pate in the risks and profits of the business they New Jersey, Vermont, New Hampshire and Connecti-
agents can generate additional profits by telemarketing and by submit through the fronting companies," he said Poli- cut, he said IALIC plans to complete the initial stock
providing financial services, maintaining and increasing market cies will be issued by fronting companies, two of which offering and start writing business by June 30
share in a depressed economic setting, and understanding the im- already have been selected IALIC officers, in addition to Mr Giacomelli, will

pact of life cycles on agencies and their principals The primary fronting company for IALIC will be include Mr Nordhaus, who will serve as chairman,
Lest conventioneers fret about all work and no play, IMS held an United Presidential Life Insurance Co of Kokomo, president and chief executive officer of IALIC, and

opening night reception, a late-night toga party on April 2, and a Ind, and the secondary frontmg insurer will be Provi- Gary Gevisser, IMS executive vp and chief financial
closing outdoor dinner party that began with native exhibitions, dent Life & Accident Insurance Co of Chattanooga, officer, who will serve as chief financial officer of
including basket weaving and coconut carving, and ended with a Tenn LALIC

stage performance by Hawaiian dancers and singers
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Experts outline elements
of mass marketing plans

By LINDA J. COLLINS

MAUI, Hawaii-Balance and co-
operation between all parties are
the key ingredients of a successful
mass marketing program, two
agent administr: tors of mass mar
keting programs say

"Where most if these programs
fail, one of he parties gets
greedy. . .they al have to work as
equal partners," said Bruce

Cochrane, president of Cochrane &
Porter Insurance Agency Inc. in
Wellesley, Mass.

Mr. Cochrane and Douglas So-
merville, general manager of the
agency, shared their perspectives
on the advantages of commercial
mass marketing with agents at-

in sickness and in health...and through all your hassles
with the underwriting department ...

r

a

A little caring goes a long way toward main- anticipating needs and filling them within
taining a lasting relationship. At Bituminous a reasonable amount of time. Try a working
we show our concern for agents' business by relationship with Bituminous and discover
being very attentive listeners. What we learn the difference a little caring can make. We
helps us to do a better job as we strive to specialize in business insurance.
improve our products and make our services INSURANCE

more responsive. Our people do their best 0 Bituminous COMPANIES

to head off potential "hassle" situations by Mome Offlce: Rock Island. Illinois 6 1201 Phone 1 -800-447-1662

Offices: Albuquerque, Atlanta. Baltimore, Birmingham, Charlotte, Chattanooga. Chicago, Dallas, Denver, Des Moines, Mouston,
indianapolis, Kansas City, Knoxville, Little Rock, Louisville, Memphis. Milwaukee, Minneapolis, Mount Vernon, Mashville,

rlew Orleans, Oklahoma City. Omaha, Peoria, Philadelphia. Pittsburgh. Richmond, Rock Island, Rockford. St. Louis, Southfield

tending the 14th annual Insurance
Marketing Services convention,
held March 31-April 4 in Maui.

Cochrane & Porter administrates
two mass marketing programs de-
signed for the printing and dry-
cleaning industries.

"I came into this business look-
ing for a handle with which I could
distinguish myself from other
agents,'' Mr.
Cochrane ex-

plained.
The agency

identified the in- .4"*
surers through
which it wanted

to write business

and then looked

for an industry
that was preva-
lent enough in Mr. Cochrane

the area to gen-
erate the premium volume to sup-
port a mass marketing program, he
said.

For example, "when we looked
through our Chamber of Commerce
listings, we saw that printers of-
fered a big potential market," Mr.
Cochrane said.

After finding a good potential
market, the agency went to its in-
surers to find an underwriter that

was willing to help it structure a
mass marketing program.

Several key elements are neces-
sary to ensure a successful nnass
marketing program, Mr. Cochrane
noted.

First, the program must have a
large homogeneous group of expo-
sures that would generate similar
premiums, he said. The group
should represent substantial profit
potential-both in terms of the
number of prospects and the po-
tential premium per account-and
the target industry should be one
"that does not really swing with
swings in the economy," he said.

To remain successful, the admin-
istrating agency should restrict
marketing efforts to "a manageab-
le geographic area," Mr. Cochrane
warned. "National mass marketing
programs usually don't work. The
administrating agency usually can't
control underwriting and marketing
efforts properly and ends up getting
adverse selection" in the program,
he said, stressing that it is better to
stick with local or regional pro-
grams that are easier to monitor.

Successful mass marketing pro-
grams also need to be sponsored by
a strong, recognizable and well-re-
garded association or franchise in
the target industry, Mr. Cochrane
said. The sponsor must be "com-
mitted and actively involved. If the
sponsor can't bring that strength to
the table, it won't be a strong pro-
gram," he added.

And the insurer that writes the

program must be supportive and
committed "over the long haul" if
it is to remain successful, Mr.
Cochrane said.

In addition to having the com-
mitment of the sponsor and the in-
surer, the administrating agency
needs a well-thought-out and ef-
fective marketing plan. A successful
mass marketing program must have
"a professional, active administra-
tive agent. This is the catalyst," Mr.
Cochrane stressed.

Then, once the program has been
launched and is generating busi-
ness, the administrating agency
should constantly accumulate "ef-
fective and timely statistical infor-
mation" to monitor the program's
progress.

The advantages a commercial
mass marketing program can bring
to administrating and participating
agents include:

• An additional income source.

Agents gain access to several pros-
Continued on next page



Continued from previous page
pective clients when they target
specific industries. And the "ad-
ministrating agencies also receive
an override on all business writ-
ten," Mr. Somerville explained.

• Pre-identified prospects who
usually are conditioned to look
into programs sponsored by their
association or franchise. The asso-

ciations or franchises usually fur-
nish agents with membership lists
to make it easier for them to con-
tact these prospects.

• The ability to offer prospects a
program that is customized for
their business needs.

• More market and rate stability
without the severe pricing and
availability swings associated with
placing individual accounts.

Due to the number of partici-
pants in a mass marketing pro-
gram, insurers can more easily ar-
rive at "the best pricing levels for
the group," Mr. Somerville said.
And if the group's loss experience
is particularly good, there is also
"the potential for
dividends."

IAn im -*

proved sales "hit -pl-

ratio'' with 
prospects be- raa K =
cause the pro- f i 7\4
gram is custo- ' · ' 4%,- - 
mized. ''We're c,-../'1*
writing 70% of ' '·....*
the accounts we Z
quote right le t,$;
now,'' Mr. So- Mr. Somerville

merville stressed.

• Better client retention at re-

newal. This is especially the case
when the mass marketing program
pays dividends for superior loss
experience, Mr. Somerville said.
He added that his agency has "re-
tained 97% of its renewals over the
last 10 years" regardless of the
prevailing market cycle.

• The luxury of developing an
expertise in a given market. "Cli-
ents like to see someone who really
understands their business and

talks their language," Mr. Somer-
ville pointed out.

The administrating agency also
is the recipient of an expanded
marketing area. "Most agents de-
velop business within 25 to 50
miles of their office. Administrat-

ing a mass marketing program en-
ables them to write business that

would normally be beyond their
marketing area," he said.

The insurance company that
writes the mass marketing pro-
gram also benefits in a number of
ways, Mr. Somerville said, includ-
ing:

• An additional profit source.
"Most companies do not specialize,
and so they do not know which
segments of the marketplace best
maximize their profits. With a
mass marketing program, you can
see the profit sources," Mr. Somer-
ville explained.

• A book of business that is

more manageable. "Insurance
companies are not very good at
managing broad books of busi-
ness," Mr. Somerville pointed out.

"Most companies want to im-
prove market share in classes of
business that are bringing them
profit," he said. "If you can iden-
tify those classes," they will be
willing to write additional busi-
ness.

• Improved market penetration
with a higher hit ratio and a higher
renewal retention. At the same

time, an insurer's expenses are re-
duced, because much of the admin-
istrative burden is shouldered by
the administrating agency.

The third member of the mass

marketing troika-the sponsoring
association or franchise--also can

gain in several ways from a mass
marketing program. Potential ad-
vantages to the sponsor include:

• The program is viewed as an
added benefit to its members.

Most associations or franchises

compete with others for members,
Mr. Somerville explained, and the

"one with the best benefits will at-
tract the most members. A sound

insurance program can be a tre-
mendous benefit. . .that increases

the strength of the association in
the eyes of its members," he said.

• A possible additional source
of revenues for the sponsor beyond
the dues structure.

First of all, the sponsoring asso-
ciation or franchise can be reim-
bursed for its time and effort in
promoting and assisting in admin-
istration of the program, said Mr.
Somerville. In addition, the spon-
sor can retain a percentage of any
dividends before distributing the
rest to individual members.

• The development of a base of
members and a statistical base
from which to switch to an al-

ternative funding mechanism, such
as a captive or self-insurance pro-
gram, if it later finds the mass
marketing program no longer to be
the best risk-funding device.

Continued on next page
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DRI's New Motor Truck
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* Higher limits available upon request
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P.S. Great news coming soon about DRI's new Surely
Program. Watch Business Insurance for details.
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Seven tips to ensure agency survival
LINDA J. COLLINS

MAUI, Hawaii-Seven basic principles govern the survival
and success of an insurance agency, says an agency principal.

"There are no magic formulas for success," Ralph Borne-
man, president of Body-Borneman Associates Inc. in Boyer-
town, Pa., told agents attending Insurance Marketing Ser-
vices' 14th annual convention in Maui earlier this month.

"Seven cardinal principles of survival" will help an agency
weather market cycles and competition," Mr. Borneman said.
However, he cautioned, "making money is not easy. It takes
hard work and a lot of time and effort."

The first principle of survival is agency planning, Mr. Bor-
neman said. He suggests agents ask themselves such ques-

tions as: "What do you want your agency to be? Are you in
the lines of business you want, or did you get them shoved

down your throat by your insurance companies?"
He said that points to consider include:

• The lines of business agencies concentrate on should be
lines that are profitable in their geographic marketing area.

• Agencies shouldn't commit themselves to write business
that they are not equipped to handle. "You get deeper and
deeper in the pit," warned Mr. Borneman.

• Agencies should know their strengths and weaknesses.

For example, if the agency finds that it cannot compete effec-
tively or profitably in the personal lines market in its area:
"don't try," Mr. Borneman cautioned.

• Agencies that want to offer life insurance products tc
their clients should "hire life producers or people who un-
derstand the life insurance business." Mr. Borneman stressed

that agencies can often negotiate with life insurance com-
panies to engage their support in marketing life products.

The second principle of agency survival is for agency prin-
cipals to carefully examine and evaluate the insurance com-

panies their agency represents, Mr. Borneman said. For ex-

Mass marketing
Continued from previous page

Mr. Cochrane warned agents looking for a
sponsoring association or franchise that
these sponsors usually want to offer a Inass

marketing program exclusive tc their mem-
bers. He said that agents need to point out so
potential sponsors early on in their negotia-
tions that, by law, property/casualty insur-

ample, they should determine how supportive their
commercial lines insurers were during the recent hard mar-
ket and then focus on cultivating relationships with those
companies that were the most cooperative . -_
during that period. The evaluation of com-
panies should be "based on claims service, SI
promptness, stability, commission sched- <*1
ule" among other things, he said.

The third principle is to thoroughly eval- '
uate agency personnel and encourage their 
growth within the agency, Mr. Borneman '
explained. His agency keeps a personnel / ff
inventory, which helps him determine who '
will be able to grow within the agency and L
when they need to go outside of the agency Mr. Borneman

to fill a position.

Mr. Borneman also sets weekly goals for his producers. "I
want to know how many policies are sold per week in accor-
dance with our plan and how many claims are settled. We set
the goals higher than they can reach"so that the pro-
ducers always have motivation to achieve.

"Don't ever criticize your employees, because you don't get
at the cause, you get at the effect," Mr. Borneman cautioned.
He said it is very important for management to study and
implemen: good management principles-"to direct, not crit-
ieize." And he added: "You have to educate your people" to
get the best results.

Sales expertise, as opposed to order processing, is the
fourth principle of agency survival. Many agencies simply
take orders, Mr. Borneman said. Producers "need to learn
how to sell."

The fifth principle for agency survival is a focus on service.
Agencies are in the service business and should concentrate
on serving the needs of their clien-s, Mr. Borneman ex-
plained.

ers must "allow all those who meet its eligi-
bility and underwriting criteria to partici-
pate in a mass marketing program."

"Legally speaking, the insurer cannot say
that the applicant must be a member" of an
association or franchise, he stressed.

However, Mr. Cochrane added that by

carefully structuring the underwriting cri-

Commitment is the sixth principle of agency survival, ac-
cording to Mr. Borneman. Commitment "is not a bunch of
baloney. This business is done on friendship and trust," he
said.

In addition to making commitments to clients, "Make com-
mitments with your companies," he urged. However, he eau-
tioned, "Don't let them tell you what commitment to make.
You can negotiate with them."

The seventh principle for agency survival is the cultivation
of personal creativity and strength. "In this business, many
of us have lost spirit of the heart. We have got to become
creative people and get back to being human," warned Mr.
Borneman.

According to Mr. Borneman, some of the reasons agencies
fail include:

• Insufficient capital, debt, inadequate financial planning
or improper cash management.

• Emphasis on sales volume rather than return on equity.
• Too liberal credit policies or poor billing systems.

• A misunderstanding of outside economic barriers. An
agency must understand the economic climate of the commu-
nity and develop a broader range and market, he said.

• Excessive optimism. According to Mr. Borneman, an

agency should look at things three ways: "optimistically,
pessimistically and realistically."

• Fear of failure. "It's a numbers game," he said. "Go after
enough people, use the right approach and the agency will
sell."

• Inability to change. "It is financially unsound to grow
old. Agency principals have to understand that they must
change their way of thinking to survive," said Mr. Borneman.

• Improper organizational structure, failure to delegate
responsibilities or poor management systems.

• Lack of planning for perpetuation of the agency upon
the retirement, death or disability of a principal. I

teria and by carefully advertising to reach
only the target prospects, the parties can
effectively skirt this requirement. "You need
to know who to talk to and not to talk to."

In addition, a well-designed and adminis-

tered mass marketing program also can offer
several advantages to its policyholders, Mr.
Somerville added. Those potential benefits

include: customized coverages and flexibil-

ity; more stability in product availability
and cost; more attractive pricing because of
collective purchasing power and the poten-
tial for dividends as a reward for lower loss

ratios; and better loss prevention and control
programs adapted to address the problems of
that specific industry. I
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Consulting firms
launch operations
in San Francisco

SAN FRANCISCO-Two new
consulting firms providing services
to agents and brokers have opened
in the San Francisco area.

John H. Jaques Inc. offers con-
sulting expertise in the areas of
business and financial manage-
ment, ownership transfers and
sales and marketing planning. Its
founder, John H. Jaques, is a pub-
lished author and recognized lec-
turer on agency m2nagement and
financial planning. He was pre-
viously head of the agency devel-
opment services division of Fire-
man's Fund Insurance Cos. in
Novato, Calif.

Mr. Jaques' firm will provide as-
sistance in agency ownership
transfers. It also offers agencies
and brokerages the option of ob-
taining ongoing services from the
consulting firm by paying an an-
nual renewable retainer. The firm
assists agencies and brokerages in
developing and monitoring a tai-
lored sales and marketing pro-
gram.

To obtain additional informa-
tion, contact John H. Jaques Inc.,
823 Grant Ave., Suite A, Novato,
Calif. 94947; 415-898-2501.

The other consulting firm, Mac-
Donald & Associates, specializes in
providing financial advisory ser-
vices to insurance firms. It was

founded by Thomas K. MacDonald,
who has 14 years of experience in
the industry, including six years as
vp of a large San Francisco-based
consulting firm.

Financial advisory services of-
fered by the firm include: internal
perpetuation planning, agency
performance evaluations, employee
stock option plan feasibility stu-
dies, merger and acquisition assis-
tance and valuation of purchased
insurance policy expirations.

The firm is located at 525 Bren-
nan, Suite 204, San Francisco,
Calif. 94107; 415-495-3840.

Consultants merge
CLEVELAND-Insurance indus-

try consultants Marsh, Berry & Co.
Inc. and The Middleton Group, in-
surance agency management con-
sultants, have merged.

The new entity will be based in
Cleveland. It will operate under
the Marsh, Berry & Co. Inc. name
and will provide expanded services
in the areas of agency and bro-
kerage valuation, mergers and ac-
quisitions, perpetuation planning,
internal development, strategic
planning and financial manage-
ment.

Lawrence J. Marsh, former pres-
ident of Cleveland-based Marsh,
Berry & Co., and Carol A. Hammes,
former president of Naperville,
Ill.-based Middleton Group, are
partners of the merged operations.
They have been joined by a third
partner in the San Francisco area,
Catherine Oak. Ms. Oak previously
was an agency financial and opera-
tions management consultant.

The Middleton Letter, a monthly
management newsletter with 1,700
subscribers, will maintain its cur-
rent name. The Agency Owner, a
bimonthly financial newsletter
with approximately 1,000 sub-
scribers that is published by
Marsh, Berry & Co., also will main-
tain its name.

The new Marsh, Berry & Co. Inc.
has 21 employees and offices in
Cleveland, Chicago and San Fran-
cisco. For further information,
contact the main office at 5970

Heisley Road, Mentor, Ohio 44060;
216-354-3230.

a/bt briefs

Crop insurance
ALEXANDRIA, Va.-The Na-

tional Assn. of Professional Insur-
ance Agents is urging agents to ad-
vise clients who own farms and
prospects to purchase federal crop
insurance. The advice is in re-
sponse to a recent decision by the
government to stop providing low-

Continued on nezt page
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Introducing: Rhulen's New 64Equi-Farm" Insurance Program
With A Stable,
Long-Term Market

The new"Equi-Farm" Insurance
Program, available exclusively
through Rhulen, is a carefully
designed horse farm insurance
package with innovative coverages.
An outstanding "A+" XV Market at
competitive rates.

For information call Dennis Hewston,
1 Farm Division Manager, Toll Free

at (800) 431-1270, Ext 432.
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poke.
During 1986, we

I launched our most extensive research ev-
er to learn what independent agents are con-
cerned about. YOU TOLD US. You said you want
an organization that is highly sensitive to issues,
that has clout with government, and that helps
its members prosper. YOU SPOKE; WE ACTED. We've
responded with a new PIA that's sharper, more
issues-oriented than ever, more sensitive to your
individual needs. To symbolize this new PIA, we
have adopted a new, more contemporary logo.
LOOK FOR IT.

We
Listened.

STRONGER AND BOLDER
THAN EVER ./

For membership
information, contact:

NATIONAL
NATIONAL ASSOCIATION OF
PROFESSIONAL INSURANCE AGENTS
400 N. Washington Street
Alexandria, VA 22314
703-836-9340.
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interest disaster loans to farmers
who qualify for federal crop insur-
ance as a method of encouraging
them to purchase the coverage.

Federal crop insurance is avail-
able for all crops formerly covered
by disaster payments. There is no
limit to the amount of coverage
available through the federal crop
program, and the premiums are
tax-deductible as a farm business
expense.

Yield guarantees are based on
the farm's average yield, rather
than an average yield for the geo-
graphic area, the association ex-
plained.

The PIA stressed that agents
have a duty to alert farm owners
about the need for crop coverage as
a part of their client's risk analy-
sis.

Agents who desire additional in-
formation on the federal crop in-
surance program can contact their
local Federal Crop Insurance Corp.
or Agricultural Stabilization and
Conservation service. Those offices

will answer technical questions or
refer agents to insurers who write
crop insurance, according to the
PIA.

NAIB board meeting
WASHINGTON-In a speech be-

fore the board of directors of the
National Assn. of Insurance Bro-

kers' at their quarterly meeting,
Rep. John LaFalce, D-N.Y., said
that his top priority for the 100th
Congress is to repeal or modify the
McCarran-Ferguson Act.

Rep. LaFalce, who is also chair-
man of the House Small Business

agent/broker topics

Committee, said that there is broad
support for changes to the act from
such parties as the White House
Conference on Small Business, the
National Governors' Assn., the
Federal Trade Commission and the

Reagan Administration.
Rep. LaFalce said that if the act

were changed, it would not neces-
sarily bring about federal regula-
tion of the insurance industry. In
fact, he said that there is little sup-
port in Congress for federal regula-
tion at this point, although that
does not mean that some type of
federal involvement might not de-
velop later.

Rep. LaFalce said his two priori-
ties for this Congress are to permit
the FTC to investigate the insur-
ance industry and to set up a na-
tionwide system for collecting data
on the industry. The data collec-
tion system could be established in
cooperation with the National
Assn. of Insurance Commissioners,
he added.

C&F producer plan
BASKING RIDGE, N.J.-Crum

& Forster Personal Insurance is
now offering a special Producer
Development Program to quali-
fying CFPI agencies.

The agency must be located in
one of the personal lines insurer's
key target market areas and should
have an existing and growing book
of business with CFPI. It must also
be able to support a new producer,
which CFPI will help determine.
Some regions may have a volume
requirement for agency participa-
tion based upon local goals.

CFPI is putting its local agency
sales managers through a sales de-
velopment training program to
teach them how to assist agencies
in selecting, training and manag-
ing new producers. After complet-
ing the training, the CFPI repre-
sentatives can offer the program to
qualifying agencies in their geo-
graphic area.
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After the producer is selected,
the CFPI representative assists an
agency's personal lines manager in
developing a training program for
the producer, incorporating prod-
uct knowledge, prospecting
methods and sales techniques.

CFPI launched the program to
improve agency production, per-
petuate the independent agency
system and better compete against
direct writers, explained Paul La-
Perriere, assistant vp-marketing.

The program requires a two-year
commitment between the agency
and insurer. CFPI will also provide
financial support for the new pro-
ducer for a maximum of two years
if the producer meets a validation
agreement, based upon a graduat-
ing scale of applications brought in
each month. However, producers
are not restricted to personal lines
sales activity.

To determine if the agency is ca-
pable of supporting a new pro-
ducer, CFPI has developed a flexi-
ble income projection model. It
forecasts net agency income and
potential producer income through
computer software that can be
used on any personal computer
that can run Lotus 1-2-3 software

developed by Lotus Development
Corp. of Cambridge, Mass.

To find out more about the pro-
ducer development program, con-
tact a local CFPI representative or
contact Mr. LaPerriere at Crum &

Forster Personal Insurance, 211
Mount Airy Road, Basking Ridge,
N.J. 07920; 201-953-3493.

Tax coup suggestion
ALEXANDRIA, Va.-States

should use part of the windfall
they will gain from federal tax re-
form to bolster "understaffed and
under-budgeted" insurance de-
partments, according to Nicholas
A. Verreos, president of Nick Ver-
reos & Co. Insurance Brokers Inc.
in Brisbane, Calif. and president of
the National Assn. of Professional

Insurance Agents.
Mr. Verreos told viewers of Na-

tion's Business Today, a cable TV
news program, that most insurance
departments "lack the muscle they
need to protect insurance buyers."
He added that when insurance
companies go under, it results in
higher premium costs to consum-
ers, unstable markets and lower
company profits.

Mr. Verreos urged states to put
more financial backing into their
insurance departments, both from
the extra expected revenues from
tax reform and from the premium
taxes they collect.

PIA scholarships
ALEXANDRIA, Va.-The Insur-

ance Foundation, an independent
industry research and education
group founded by the National
Assn. of Professional Insurance

Agents, is offering two scholar-
ships for prospective insurance
students-one to the PIA's three-
week Insurance School and one to
its one-week Commercial Lines
School.

The scholarships cover tuition,
room and board, books and other
class rnaterials. The Insurance

School normally costs $995 and the
Commercial Lines School is $695.

The top criteria for both founda-
tion scholarships is financial need.
Other criteria includes prior edu-
cational experience, agency expe-
rience and contributions to the in-

dependent insurance agency
system. Applicants are also asked
to outline, in 50 words or less, their
future goals in the industry.

Applications for scholarships
must be received by May 15 for the
one week commercial lines school
and June 1 for the three week basic

insurance school. They are avail-
able from the PIA National Educa-
tion Dept., 400 N. Washington St.,
Alexandria, Va. 22314; 703-836-
9340. •



Indiana reforms in which the cap was in effect coverage if the policy spans more total amount of the awards
Also under S B 2, damages for 'The business than one year • The number of negotiated set-

Contznued from page 2 the death or injury of a child canbe Under the reporting require- tlements paid for each line and the
The Indiana legislative session recovered by one or both parents, a community in Indiana ments contained in the legislation, total amount of the settlements

ended April 29 divorced parent who has custody has to be terribly
insurers that write municipal or 11- H B 1277 also stipulates condi-

It is likely that Gov Orr will call of the child, custodial grandpar- quor liability coverages would be tions under which the insurance
a special session to deal with the ents or a legal guardian disappointed,' says required to report separately the commissioner can suspend, revoke,
state's education budget, during The legislation, if signed, would

Ernest T. Williams.
direct earned and written premi- or refuse to continue, renew or

which other bills could be reintro- pertain to children up to age 20, or ums and the direct paid, incurred 1SSUe agent licenses and would re-
duced, though Mr Williams is not up to age 23 if the victim is a Col- and unpaid losses during the pre- quire insurers to report to the in-
hopeful that tort reform legislation lege student The bill would be- ceding year for each of these lines surance commissioner the names of

would be approved during a spe- come effective upon Gov Orr's sig- tation, failure of the policyholder This information would be in ad- all agents with whom they have
cial session nature to comply with reasonable safety dition to information furnished to contracted for representation

"The momentum is not there" for The Alliance and the Forum both recommendations, or cancellation the state by insurers in their an- within Indiana Insurers must in-
tort reform this year, Mr Williams initially opposed SB 2 But Mr of reinsurance backing the policy nual statements clude a $2 50 fee for each agent re-
said Stonehill said that, following some Insurers would have to give 10 After 1990, insurers that write ported

In Indiana, "the trial lawyers revisions in the bill, the Alliance days' written notice if cancellation child care liability coverage, public The Alliance's Mr Stonehill

won the day Business community came to a "reluctant agreement" is for non-payment, misrepresenta- entity liability coverage, errors and noted that other than the provi-
zero, trial lawyers 10," Mr Wil- on the legislation tion or fraud and 45 days' written omissions liability coverage, direc- sions concerning agent licensing,
liams added The third bill, H B 1273, would notice if cancellation lS caused by tors and officers liability coverage H B 1277 is "onerous" to the in-

"We are disappointed that the limit insurers' right to cancel lia- one of the other reasons or liquor liability coverage in Indi- surance industry But the "lan-
legislation backed by the Indiana bility policies and increase insur- Also under H B 1273, if an in- ana must also report certain statis- guage ls livable for the industry
Forum for Civil Justice didn't get ers' reporting requirements surer refuses to renew a liability ties about these lines annually after it was modified at our re-

any further than lt did It would Under H B 1273, an insurer insurance policy, it must provide • The number of ]ury awards quest," he added
have represented some improve- could only cancel a casualty insur- the policyholder with written no- paid for each line and the total Since HB 1277 did not deal
ment in the civil justice climate in ante policy for non-payment of tice at least 45 days before the ex- amount of the awards with tort reform, the Forum did

Indiana," agreed Charles Stone- premium, substantial change in the piration date, or 45 days before the • The number of other court not take a position on that bill, Mr
hill, regional manager for the Alli- risk insured, fraud or misrepresen- anniversary date of a full year of awards paid for each line and the Williams explained .

ance of American Insurers in

Schaumburg, Ill
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One of the bills passed by the
Legislature, S B 375, would cap
post-ludgment interest at 10%

1-

from the date of the verdict

However, if the judgment is &'49 34*4 - 8*
I.

reached against the state or a state l'

board, commission, agency or offi- 1 .

cial, post-Judgment interest would -

not exceed 8% and would begin ac-
cruing 45 days following the date l 1. h ' I]17 I J)'44. 1 1 r .
of the verdict t' L.'7'4*ji>6 1

+1411 1 1 111 . '
Although the bill, if signed, 1* r 114 1 3 *7 1

4 411
would not take effect until Jan 1,

1988, the provision on post-]udg-
ment interest would apply to any /./

i k' i *ilt. 4*8 3\\ r
,

4V

part of an existing ludgment that
remains unpaid after Dec 31, L'/ LI L,'lf* <0 9, r./f» -N K "1987

1 C : 4 9
Preludgment interest under the 1:1''  U: 1 -' Sibill would not be less than 6% and

5

\

not more than 10% for a stipulated
period not to exceed 48 months , ' % i/fj ,-- 1/ 1l

-t

However, under the bill, a court ,*441 ' " si -.49
--4_ 1 .IL ,/ 1

could not award preJudgment in-
terest for punitive damage awards 1 -r.

The bill says a court also cannot 2

award preludgment interest if 1 1 F . \1/ 4• After a claim is filed, a defen- \

dant makes a written offer of set- :t
--

b /188 I z
, & 1111, I .

tlement to the plaintiff
• The offer Includes payment It mme\ , WA ''ll, '11'J' 1within 60 days after acceptance

-#I- -I--
• The amount of the settlement i 11, '11 ,1'11 'lili,lilli,1 .41 ;

offer was at least two-thirds of the 1 1 lilli,4 1 Ill r
amount of the }udgment award . 41 i -/.-18 7 ' V' 1 F lilli , ill

- 11 lili 1,1
S B 375 also contains a provi-

sion stipulating that if a defendant
A

41. .
\2 Illy' 1 1

t,
1

1 i 1 1
't.

engages in "subsequent remedial 1 1'
I , ,,

.

remedy" by repairing an item al- f -
1 1 14 lili

leged to have caused a plaintiff's
.,

- 1'1{11injury or death, the repair consti- i
1

l 1 1 1

tutes an admission of guilt that the
, 43\ g . 1 Ht i

item was defective

"We are not at all pleased with
4 A 7 0/.i I :'S B 375, and we are asking the

Governor to veto the bill," the Alli- / ' '1110, ,
ance's Mr Stonehill said

1 - .le- 4 1& ,/1
"The bill will not help court con- 1-

/*
, F' 1 11*1 -

1 111 , 1 - -1.
gestion, and it punishes a defen- 4\, 4 1 1 111,, 1/ '»04 +

dant for delays he might not be re- %
\

sponsible for," he explained
The Indiana Forum for Civil Jus- ..4

. , 1.' 11. f*,A"e .2, 7.*#r].1, III , Alit \

tice also opposed the pre]udgment
interest legislation, "and when the 111 il . 1 k /*,7/1. 61 lili\\\h
subsequent remedial remedy V /1/. 1 6,
amendment was put in, we (voiced)
even stiffer opposition," said Mr
Williams EARIY WARNING SYSTEM

Under another bill, S B 2, dam-
ages recoverable for the wrongful Preventing loss and promoting safety Those are the two tagets of Associated Aviation Underwnters'
death or injury of a child include
loss of services, loss of love and Safety and Engtneenng Deparonent Thrpugh Flight Opetations Surveys, provided free of chage at
companionship and expenses in- our dent's request, a company can beneflt flom AAU's and industry expenence We can make
curred for health care, hospitaliza-
tion, funeral services and burial suggestions and recommendations aimed at improvmg perfonnance and we can sound a warning if

The legislation places a $100,000 successful, industry-proven pollcies are not observed These surveys are conducted by expenenced spe-
cap on amounts recoverable for
loss of of a child's love and com- cialists and focus on Management and Administmtion, Fhght Opemtions,liaining, and Maintenance
panionship, and requires courts to The "system" is designed to improve safety records By helping impmve industry expenence, we
make a separate finding before can also help reduce the annual cost of Insurance to our clients though our
awarding these damages A ]ury

would not be informed of the cap, untque VISTA plan Ask us for further detatison how you A/9/Ill ,
and any adjustments to an award can benefit born AAU's Early Warrung System RYING FIRST CLASS
that exceeds the cap would be
made by the judge

A sunset provision removes the
$100,000 cap on loss of love and
companionship on Nov 1, 1990,
but the cap would apply to any in-

ASSOCIATED AVIATION UNDERWRITERS 90 john Sueet New'tbrk New York 10038 • ATLANTA • CHICAGO · DALLAS • DETROIT · KANSAS CITY · LOS ANGELES · SAN FRANCISCO • SE*ITLE
cident occurring during the period
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- Outhwaite disputes As a result, Stewart & Hughman has postponed its plan to go public

car & this year and plans to leave its syndicate accounts open for 1984
0 Non-marine syndicate 179, underwritten by Ron Hampton and man-Continued from page 3

 The Wellington Agreement wai signed by Robin A G Jackson, un- aged by Anton Underwriting Agencies Ltd , which is 40% owned by Mer-
truck derwriter for syndicates managed by Merrett Underwriting Agency Man_ rett Holdings PLC The syndicate is negotiating for payment on claims

agement Ltd , on behalf of Lloyd's underwriters that face asbestos-related filed last year under the runoff policies In the meantime, sources say that
Rental insurance claims the 1984 underwriting year will be kept open

But, Mr Outhwaite denies that he is stalling, explaining that he • Marine syndicate 764/763, underwritten by Norman P Compton and

will refuse to pay claims on the runoff policies until he receives more managed by Philip N Christie & Co Ltd, which filed a lawsuit in High
Insurance information about the underlying policies that covered asbestos risks He Court against the Outhwaite syndicate in January The court denied Mr

adds that he is questioning the validity of the reinsurance contracts and Compton's request for a summary judgment to receive $627,094 that Mr
the amount of the losses for which the syndicate is legally liable Compton claims Outhwaite owes on a $5 million runoff policy

* A+ Admitted
"The whole question is what Information was given (to us) at the Between March and April, at least three more underwriting agencies

Major Carrier time the contracts were made," Mr Outhwaite said The ceding un- informed their syndicate members that the Outhwaite syndicate is refus-
* Coast to Coast derwriters should have given "the effect of known and prolected as- ing to pay losses

bestos losses The underwriters would have known this We are talk- One of the agencies, which sources say may be hardest hit, is non-ma-

* 25 years continuous ing about the quality of information " rine syndicate 570/347, managed by M H Cockell & Partners and under-

stable Rental Market Altogether, the Outhwaite syndicate faces outstanding losses of at written by Michael Cockell
least 127 1 million pounds ($211 million) from runoff reinsurance policies, In 1981, syndicate 570/347 placed reinsurance, with no aggregate limit,

* Fast Quotes according to the Outhwaite's agency's 1985 report for the 1982 under_ to cover all liabilities exceeding $12 Inillion for the years up to and in-
* High Limits writing year Including incurred-but-not-reported losses, the syndicate cluding 1970, according to a letter to members from a Lloyd's mem-

reported total losses of 201 million pounds ($333 7 million) bers' agency Last November, the syndicate filed its first claim, for $1 47
* VERY COMPETITIVE About 125 million pounds ($2075 million) of the outstanding asbestos million, after it had reached the $12 million attachment point

RATES runoff policy losses are under a series of special reinsurance policies However, the Outhwaite syndicate asked for proof of loss and reserved

(213) known as time-and-distance policies These policies pay lump-sum pay- its right to question the validity of the policy The Cockell syndicate
ments on specified dates until 2006, according to the agency's report subsequently has pressed the Outhwaite syndicate to pay the claim, but it

653-5060 The Outhwatte syndicate already has reserved for the remaining 759 has refused, the letter says As a result, the 1984 account will be left open
million pounds ($126 million) in expected losses "until the issue is resolved," the letter says

Lloyd's syndicates and insurance companies often reinsure long-tail Although Mr Cockell confirmed that he had placed reinsurance with

BEDFORD® liability risks to close their annual accounts The ceding underwriters the Outhwaite syndicate, he would not comment on the dispute
INSURANCE SERVICES, INC and the runoff reinsurers estimate the amount of outstanding liabili- On March 26, the R A Edwards non-marine syndicate 219, man-

7966 BEVERLY BOULEVARD ties, and the reinsurers establish a premium based on that estimate aged by Edwards & Payne and underwritten by Charles Skey, also

LOS ANGELES, CALIFORNIA As of February, members of three Lloyd's syndicates had been told by told its members the Outhwaite syndicate was denying claims under a
90048-4590

underwriting agents that the Outhwaite syndicate was refusing to pay runoff policy
claims on runoff policies They are In mid-1982,RA Edwards syndicate placed with the Outhwaite syndi-

"We wrote the book" • Marine syndicate 17/16/18, underwntten by J A Oliver, and non-ma- cate through Lloyd's broker Winchester Bowring Ltd 50% of its runoff
rine syndicate 15, underwritten by D A Barker Both are managed by reinsurance for the years 1956 to 1967 in excess of $2 86 million, Mr SkeyA Crusader Insurance Product

c 1982 Unico American Corp Stewart & Hughman Ltd Lloyd's members estimated that the refusal to said in a letter to members The other 50% was placed with a "large
pay claims may cost the syndicates 6 8 million pounds ($10 8 million) of a American reinsurance company," which Mr Skey did not name
total of 45 5 million pounds ($69 2 million) in asbestos losses In mid-1986, the R A Edwards syndicate met with Outhwaite represen-

tatives to validate systems and procedures because claims were about to
reach the reinsurance contract's attachment point "This was done to their

satisfaction and neither then nor at any previous time was any suggestion

'11 1 U.1- -»2* made that the policy would not be honored," Mr Skey said
A formal claim for $447,091 was then submitted "I regret to say

9. /*14-i
that, most surprisingly, Mr Outhwaite has indicated that he proposes to
deny liability on the ground of alleged non-disclosure of Information at

4 the time the contract was placed, and he has now purported to void the
4 policy on this basis," Mr Skey said

I1\ However, the American reinsurer "has responded to the claim in full,"
/ Industry.- he said As a result, Mr Skey will enter arbitration with Mr Outhwaite to

h,

Workers recover the claim and validate the contract In the meantime, syndi-
cate 219 will leave its 1984 account open until the matter lS settled, Mr
Skey said

R A Edwards' law firm, Simmons & Simmons, has advised that MrCompensation Outhwaite's grounds for refusing to pay are "totally without validity,"

1- 9 Mr Skey said In a letter attached to Mr Skey's letter, Simmons & Sim-
» _11'

roupA mons takes exception with several points that have been raised by Mr
Outhwaite According to the letter

• The syndicate disclosed all material facts The allegations of non-dis-

'1
h>

closure, -are vague in the extreme "
"What 'very substantial information regarding asbestos related-

claims' was available to syndicate 2199" the letter asks "Is it asserted that1, \ such information was not available to the market generally and to (Mr
** I o L il

f fi. *8 Outhwaite) in particular as one of the leading underwriters writing busi-
ness of this type?"

t*

0 It is too late for the Outhwaite syndicate to void the reinsurance

'.: I . \ fi T61% 1
contract, since R A Edwards has supplied Mr Outhwaite annually with
figures for settled and outstanding losses "Since February 1984 he has

../< been on notice of a very substantial potential claim "
• The R A Edwards syndicate signed so-called "market settlements"

:-*. K
r

1

I I I.- f
that sources believe include the Wellington agreement Mr Outhwaite
told the R A Edwards syndicate lt should not have participated in

' ' .... 4 : 1
44' market settlements "relating to asbestos-related claims," said the law-

yers' letter

"This is another suggestion which (with respect) we have difficulty in
taking seriously (Mr Outhwaite) has known throughout of such settle-

4 ments, and has himself participated in some of them He has never sug-
gested that syndicate 219 ought not to participate in them He iS well1 - Xil aware that the settlements in question have substantially reduced the
amount of the liability which would otherwise ultimately have to be

«r=IZI rnet

Mr Outhwaite admits that one of his syndicates pays claims under the

Wellington agreement But, he contends there 15 a difference between
being an insurer that pays claims under Wellington and a reinsurer of

CoverX has long advocated the use of mass purchasing power to reduce insurance costs and other syndicates that pay claims under Wellington As a reinsurer, the

Outhwaite syndicate 15 under no obligation to pay all the asbestos-related
create a stable market Now in its 8th year, CoverX's SECURITY INDUSTRY GROUPfor claims that come through the facility, Mr Outhwaite said
security guards, detective and patrol agencies, burglar and fire alarm monitoring, sales and Neither Mr Skey nor Simmons & Simmons would comment on the

dispute or the lettersinstallation operations, is the first and foremost program of its type.
Marine syndicate 28, managed by Murray Lawience & Partners, and

The program is underwritten by CoverX on behalf of a major A+XV marine syndicate 363, managed by Birrell Smith Underwriting Agen-
cies Ltd -both underwritten by JJS Birrell-are the latest syndicates to

insurance carrier and is available in most states. dispute claims with Mr Outhwaite Sources say the two syndicates have
filed a Joint claim for $35,000 on their Joint Outhwaite runoff reinsurance

BE THE COMPETITION..come to COVER X policy, which covers years up to and including 1970
The 30-day limit to pay the claim has just ended, confirmed Paul Ar-

chard, managing partner of Murray Lawrence & Partners
"It puts into question whether he will pay other claims," Mr Ar-

VERX chard said "The total losses could be quite large but not massive "
Among other underwriters that have placed runoff policies with the

V
Outhwaite syndicate but have not yet sought claims are English & Ameri-

CORPORATION
For further information or

can Insurance Co Ltd and Lloyd's syndicate 448, managed by Wellington
applications call or write. - Underwriting Agencies Ltd and underwritten by David Beaumont

P. 0. Box 5096, Southfield, Michigan 48086
"There is no reason to believe he (Mr Outhwaite) won't pay," said

Mr Beaumont, who noted he had just reached the attachment point
Telephone (313) 358-4010 - Telex: 23-5635 Facsimile. (313) 358-2459 on the policy, which covers the runoff for years up to 1978 "I haven't put

in a claim yet, but there is no reason to assume we won't be paid "
The syndicate's runoff policy, placed in 1981, covers alllosses exceeding

$16 million for the years up to and Including 1978 .



Retiree benefits
Continued from page 1
dorsement until they see all the de-
tails.

"We would welcome the oppor-
tunity to prefund post-employment
health care benefits on an on-

going, tax-effective basis," said
Mark Ugoretz, executive director
of the ERISA Industry Committee,
a Washington-based benefits lob-
bying organizati6n representing
large employers.

"This is the first congressional
recognition of the problem of un-
funded retiree health care liabili-

ties and the need to give employers
a tax-effective way to prefund
those benefits," noted James Klein,

manager of pensions and employee
benefits at the U.S. Chamber of

Commerce in Washington.
"The Chandler proposal could

become a rallying point to those
who want to do something about
prefunding," said Edward J.
Davey, a vp with Johnson & Hig-
gins in New York.

And, experts agree that just as
Congress has given employers tax
incentives to prefund pension ben-
efits, it is time that legislators en-

courage the prefunding of retiree
health care benefits.

"There is no money standing be-
hind these (retiree health care)
promises. Retiree medical plans
should have the kind of financial

security" that pension plans have,
said Don Fuerst, a principal in the
Los Angeles office of William M.

Mercer-Meidinger-Hansen Inc.
While Rep. Chandler's staffers

say many details of the proposal
remain to be worked out, they
stress that employer contributions
would be voluntary and that em-
ployers would not be required to
establish retiree health care plans.

Rep. Chandler said that the
maximum annual contribution an

employer could make to a retiree
health care trust would be $2,000
per employee or 25% of compensa-
tion, whichever is lower. In addi-
tion, this $2,000 maximum would
be indexed to annual increases in

the medical care component of the
Consumer Price Index.

However, the actual amount em-

ployers contributed would be
based on such actuarial factors

such as the age of the employee
and the level of benefits offered

under the retiree health care plan
Employers would use a "target
benefits" approach using actuarial
estimates of the cost of a benefit

package to determine annual con-
tribution levels.

The voluntary contributions
would be held in special retiree
health care trusts and would earn

tax-free interest.

In addition, the contributions

would be portable so that when
employees change jobs, the accu-
mulated contributions and interest

could be rolled over into trusts es-

tablished by the new employer.
If an employee's new employer

does not offer a retirement health

care plan, contributed assets
would remain with the former em-

ployer, where they would continue
to earn tax-free interest. The em-

ployee would not be allowed to
take the contributed funds in cash

at any time.
When an employee retires, the

trust assets would be used by his or
her employer to pay premiums for
health insurance coverage for the
retiree. Or, if the employer self
funds its retiree health care bene-

fits, the trust assets would be used

to pay retiree health care claims.
If the retiree dies before accu-

mulated funds are exhausted, the

remaining funds would be used to
provide retiree health care cover
age for a surviving spouse. If there
is no surviving spouse, the funds
would be distributed to the ac-

counts established to pay for other
employees' post-retirement health
care expenses.

In no case would the contribu

tions revert to the employer.

In addition, Rep. Chandler's pro-
posal would allow employers to
transfer-without paying federal
excise or income taxes-surplus
pension assets into retiree health
care trusts.

In exchange for these new tax
incentives-long sought by busi-
ness groups-employees would
have to be vested in the contribu-

tions made on their behalf under

one of two vesting schedules: 100%
vesting after five years of service
or 20% vesting after three years of
service, with vesting continuing at
a rate of 20% annually until a
worker is 100% vested after seven

years.
Those schedules are the same

vesting rules laid down for pension
plans by the Tax Reform Act of
1986. The new pension vesting
rules generally go into effect in
1989 (BI, Aug. 25, 1986).

Some benefit lobbyists said they
are concerned about applying
those relatively rapid vesting
schedules to retiree health care

benefit contributions. However,

sources say that employers have to
recognize that they will have to
agree to provide benefit security in
exchange for a tax break.

Other experts nole that the only
chance that Congress will approve
tax-effective prefunding of retiree
health care benefits is by setting
vesting standards.

"The link between vesting and
prefunding would be one hard to
break," said J&H's Mr. Davey.

Rep. Chandler and benefit ex-
perts acknowledge that the pro-
posal clearly faces an uphill battle
to win approval in Congress.

Assistant Treasury Secretary

Roger Mentz has said on several
occasions that the Reagan admin-

istration opposes tax incentives for
prefunding retiree health care ben-
efits because of the potential loss
of tax revenue.

But Rep. Chandler says he in-
tends to build support, especially
from the business community, for
the proposal in the coming weeks
before it comes up for a vote.

Rep. Chandler and his staff also
say Congress has become increas-

ingly concerned about providing
new security to retiree health care
benefits in the wake of the tem-

porary cessation of 60,000 LTV
Corp. retirees' post-employment
health benefits following last sum-
mer's bankruptcy filing by the
Dallas-based manufacturer of steel

and aerospace components.
Employers have been clamoring

for a tax-effective way to fund re-
tiree health care benefits since

Congress passed the Deficit Re-

business insurance, May 4,1987 / 45

duction Act of 1984.

Under DEFRA, employers still
can take tax deductions for contri-

butions to Voluntary Employee
Beneficiary Assns., also known as
501(c)(9) trusts, but invesiment in-
come earned on VEBA assets held

to pay retirees' health care benefits
is taxed.

In the wake of DEFRA. employ-
ers also have become increasingly
concerned about the costs of re-

tiree health care benefits pro-
grams.

"Companies didn't fund the ben-
efits in the past because they didn't
know how big the commitment
was. Now, companies understand
the size of their commitment, but

can't tax-effectively fund the ben-
efits," noted Richard Fay, a part-
ner in the law firm of Reed, Smith,

Shaw & McClay in Washington.
Continued on page 47

BEFORE YOU PAY ANOTHER
CLAIR LISTEN TO OURS

Recognize this scene?
You should. You pay for it.
$16 million a day.
$6.02 billion a year.

Crime accounts for over 12% of

your losses every year. You've got
a problem.

One way to solve that problem
is to lock up all the criminals,
right? Wrong. Because over 95%
of the criminals who get locked up
will return to the streets. Of those,
66% will re-offend within three

years.
But there is something you can

do.

You can help us solve your
problem. We're the Geese Theatre
Company . we perform only in
prisons. Stopping repeat offenders
is our business. And we've got the
figures to prove our method works.
So, before you pay another claim,
give us a call. Let us show you the
facts.

After all, you've got the problem.
We're simply trying to solve it, but
we need your help.

STOP REPEAT
OFFENDERS.

Tileatpo 80.
For further information write:

Geese Theatre Company
P.O. Box 415

Dublin, NH 03444

Or call: (603) 827-3409

Stonewall Arts Project, Inc./Geese Theatre Company is a
non-profit, taxexempt organization. This ad is a public
service by Crain Communications Inc.
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the #olessionalt marketplace
RATES AND CLOSING TIME:

Rates: Display class*d is $86.25 per column inch, minimum ofone inch. Straight class*d is Closing: Published every Monday. Copy must be in typewritten form by noon Tuesday, 6
$7.00 per line, mininuon of 5 lines. Count 34 characters per line (include each space and days preceding publishing date. No verbal phone copy accepted. Prepayment required
punctuation as a character). Additional $13.00 charge for blind box ads. Only those responses for straight advertisements. Mail ads to Margaret Hikido, Classified Advertising, 740 N.
whichjit into a business size envelope will befowarded. Responses arefowarded daily. Rush St., Chicago, IL. 60611. For more information call 312-649-5340.

DIRECTOR MANAGEMENT
HELP WANTED COMPUTERS

CAPTIVE MANAGER/
INFORMATION SYSTEMS

ACCOUNT 81 Classifieds
*TPA LIQUIDATION•

EXEC VICE PRES

Large midwest TPA specializing,n
ACCOUNTANT EXECUTIVES assure

Consultant must liquidate TPA com-
MED MAL INS CO

Wanted by large independent
puter system complete with latest soft-

a Self-Funded health benefits is
Sal to $80,000 West Coast Co seeks ware for Health, Rx Card Flex-Bene-

captive management company Enjoying a profitable first
tri need of a management person top quality Exec with underwriting and actuary fits, Worker's Com Ideal for new orexp Should be capable of assuming exDanding TPA's all BEN-TECH 1-

with 5 years experience Back- m central Vermont ACA or CPA quarter of 1987, many of our CEO resp in future Call/send resume 806-451-6366

ground m Insurance, TPA and
preferred Ground floor oppor- clients, both P&C brokers and

results! L Dykes, MURPHY/DYKES, 11808

tunity for experienced captive
Northup Way, Ste #260, Bellevue, WA

Qantell helpful but not required agents, are seeking proven ac- 98005 (206) 822-3000 BUSINESS OPPORTUNITIES

Box 2282 manager Send resume to
Vermont Insurance Management count executives experienced

Business Insurance
ARIZONA AGENCY FOR SALE

740 Rush St
P.O. Box 306 in the production and servicing 13 Mil Premium, 50/50 Comml/Pers

Montpelier, Vermont, 05602 of medium-to-large commer- RISK MANAGEMENT ADMINISTRATOR Central, Non-Metro, READY BUYERS

Chicago, IL 60611-2590
cial P&C insurance accounts RISK Requires degree in pubbc or business ONLY, Reply Box 2283, Business Insur-

admin, safety engineering, or related ance, 740 Rush St, Chicago, IL 60611 -
Key positions exist across the

field ARM and/or CPCU Certification 2590

preferred Must have three years con-
USA with starting salanes for MANAGER secutive experience in corporate or HELP WANTED

proven performers beginning
public organization Risk Mimt func-
lions SaGry $32,557 96 - 139,586 81

The University of Utah is ac- Annually Send resumes to City of
STRUCTURED SETTLEMENTS

RISK
at $50,(OO plus car, expenses SPECIALIST

cepting applications for a Springfield, Personnel Dept , 830 prestigious, nationwide structured set-and usual bonus incentives Boonville, Springfield, MO 65802 by tlements company has a position in
Please contact NOW for de- Risk Manager Successful 5 00 pm , May 29, 1987 EOE/AA M/// Southern California for an experienced

candidate must have a Bache- H/V structured settlements production spe-

MANAGEMENT
tails lor's degree in Risk Manage-

cialist preferably with claims back-
ground Due to expansion, positions in

GILBERT-HAFNER & CO. ment, Fmance or related area other areas of the U S are under con-
sideration

A midwest Fortune 500-sized manufacturing company 6060 N Central, Suite 470 with 2 years insurance expert- Income commensurate with knowledge

seeks an aggressive Individual to assist our Risk Dallas, TX 75206 (214) 361-9341 ence or equivalency Expert- LOSS CONTROL
and experience All inquiries strictly
confidential, send resume including

Manager in administration of our property and ence m property and casualty PROPERTY
earnings history to Box 2264, Business
Insurance, 740 Rush St, Chicago, IL

casualty programs The position requires 3-5 years of underwriting or sales, risk 60611

property and casualty underwriting or brokerage management or claims ad- Balto Sales Office of Alexander & STATUTORY ACCOUNTANT

experience Must be willing to travel Understanding Alexander Inc has an opening for a

of loss control/safety a plus We offer a competitive ACCIDENT & HEALTH psting preferred ARM or 3-5 years of Annual Statement prepa-

CPCU certification, oral and
| Property Loss Control Consultant ration Reinsurance Accounting a plus
Candidates must have a compre- Personal Computer experience neees-

forward arumewith esalary expectations toInterested applicants may UNDERWRITER written communications sary Send resume and salary reauire-
hensive knowledge of all property ments to Ormond Re Group, 140 South

PROMED, LTD, owned by Yorke- skills and experience with loss control and a minimum of 3 yrs. Atlantic Avenue. Ormond Beach, Flor-

Box 2284, Business Insurance personal computers pre- ida 32074

Wade Associates, London and Fen- insurance industry expenence, and

740 Rush St., Chicago, IL 60611-2590 mar International, Atlanta, seek A&H ferred Develops and admin- a strong HPR background Good
and AD&D Specialist Underwnter for isters Risk Management pro- communtcation skills and the abil-

NOTICE

Equal Opportunity Employer professiolal facility with own Insur- grams Represents the ity to effectively interact unth clients IN THE CIRCUIT COURT OF

ance company, London and other University m msurance pur-
and staff ts essential Extensive over- COOK COUNTY, ILLINOIS COUNTY

night travel required DEPARTMENT, CHANCERY DIVISION

U S mariets Suitable Agency with chases consistant with State IN THE MATTER OF THE LIQUIDATION
Salary commensurate with expen-

existing book or individual with simi- laws Provides Administra-
OF PtNE TOP INSURANCE COM-

ence We offer a full benefit package PANY ) NO 86 CH 5898
lar asset Only experts and the ambi- tion with Risk Management plus excellent working conditions m NOTICE

tious should reply to program reports
PLEASE TAKE NOTICE, that on Jan-

a pnme location All.resumes keptin uary 16, 1987 an Order of Liquidation
Dr Charlotte C Rentz 2 copies of resume, with stnctest confidence Please respond with a Finding of Insolvency was en-

1**
Fenmar International in writing to tered against Pine Top Insurance Com-

names, addresses and tele- pany ("Company") by the Honorable
Insurance Services, Ltd George M Marovich, Judge of the Cir-

Mailing Address P 0 Box 95646,-1

phone numbers of 3 refer-
ences, to Patricia Baucum Alexander cult Court of the Cook County, Illinois.

Atlanta, Georgia 30347-0646
John E Washburn, Director of Insur-

Insurance Equities 4 Executive Park Drive, Suite 2314, UNIVERSITY OF UTAH 8Alexander
ance of the State of Illinois is the statu-

tory and court appointed Liquidator of

Corporation Atlanta, Georgia 30329 PERSONNEL - 581 -6787 the Company
TAKE FURTHER NOTICE that pursuant

Pione 404/634-8901 101 Annex Building PB-3487 Personnel Department

IN 1985, WE OPENED OUR DOORS WITH
to the Order of said court, all rights and

Fax 404/634-5447 Salt Lake City, Utah 84112 100 Light Street liabilities of the Company and of its

A RADICALLY NEW APPROACH TO Telex 567443 WUPUBTLX
Baltimore. MD 21202 creditors, policyholders and atl other

Equal Opportunity Employer EOE M/F/H/V persons interested in its assets are
fixed as of January 16, 1987, unless

PROFESSIONAL LIABILITY COVERAGE otherwise provided by such other
Order of the Court

Now we want to meet the right people to contmue our rapid expan-
FURTHER, any and all persons having

sion If you're an experienced insurance professional, ready to roll-up
or claiming to have any accounts,

your sleeves and work on the leadmg edge of the Insurance industry,
please consider sending us your resume in confidence The Opportunities debts, claims or demands against the

Company or claiming any right, title or
Interest In or to any funds or property

Insurance Equities Corporation has developed a new product that
0.0

allows us to serve our clients' needs while taking advantage of 1 WIN Surprise You In the possession of the LIquidator are
required to file a Proof of Claim with
the Liquidator on or before 4.40 p m
C.S.T , January 17, 1988 Any person

today's tight insurance market It's called Universal Liabilitytm And it who has a cause of action against an

allows us to offer liabdity msurance to some of the most difhcult risks
Insured under a liability policy issued
by the Company shall have the right to

m today's marketplace Safely And profitably Because we've found a LT- file a claim with the Liquidator Any In-

new way to let professionals protect themselves while shouldermg a
portion of their own rtsk AUSTATE INSURANCE COMPANY and NORTHBROOK PROPERTY & CASUArrY continue to ex-

sured under a liability policy issued by
the Company against whom a claim has
been asserted or is anticipated, should

If you want to find out more about Universal Liabilitytm and the perier'Ice rapid growlh and expansion In the commercial marketplace bullhafs notstopping & file a Proof of Claim on or before the

opportunities it holds for the creative insurance professional, consider
us We'reaiming even higher for 1987 We'renotcontenttorestonourlaurels wewanttocon- 5 aforementioned date All such claims,
tlnuetogrow to offerourcustomers new and betterservices ittakestalent . Ittakes aggressive· M called contingent claims. shall not at-

one of the following openings we have available m lowed unless such claims are liquid-
ness and it takes qualified professionals We have immediate opportunities COUNTRYWIDE #g ated or fixed on or before 4 30 p m

ACCOUNT EXECUTIVES iL in the following areas m CST January 16, 1989
a TAKE FURTHER NOTICE, that the form

You'll design, implement and manage large insurance programs and J- #S of and required content of all Proofs of

oversee the growth and profitabllity of the associated captive insur-
COMMERCIAL REINSURANCE (TREATY) M Claim are described in the 111 Rev

ance companies Experience (5-10 years) as an msurance broker, asso- ***UNDERWRITING *ACTUARIAL SERVICES/PRICING
928 Stat., Ch 73, Par 821 Proofs of Claim,
45 together with supporting documents, If

ciation rlsk manager, or msurance company branch or group depart- **CLAIMS *UNDERWRITING *ii any, are to be filed with and mav be
ment manager is required Knowledge of professional liability or LOSS CONTROL *CLAIMS #F secured from the Special Deputy Liqui-

association programs and msurance company home office functions is *NATIONAL ACCOUNTS UNDERWRITING
5£# dator, Pine Top Insurance Company, in

useful
¢* Liquidation, 446 East Ontario Street,
4 r,

Suite 700, Chicago, Illinois, 60611 Fil-

DIRECTOR OF REINSURANCE
We offer an excellent salary and benefits package that Includes Life/Health, Dental Program, * Ing shall occur upon the receipt ofProof 01 Claim by the Liquidator ThePension & Profit Sharing Plans, Sears Discountand much more Ifyouare looking fora solid *r Liquidator reserves the right to require

You will work closely with reinsurance brokers and insurance com- career, where creativily, innovation and high standards of performance are recognized, look St such additional Information with re-panies m designing and negotiation remsurance for professional ha- 1 toALLSTATE and NORTHBROOK To respond, pleasetorwardyour resume indicating geographic ---, spect to anv claims as he may deem
bility programs Experience (7 + years) with a reinsurance company ' area preference or call·

necessary All Proofs of Claim must be
.7 duly sworn to before an Officer author-

or broker is required Special skills in professional liability or actuar- Ized to take oaths

ial science are. useful *TONI WIRTZ (312) 551-2409 **KATE GENELL (312) 551-2410
THE LAST DATE OF THE FILING OF

***
PROOFS OF FIXED OR LIQUIDATED

SENIOR UNDERWRITERS ROGER NULTON (312) 551-2438 CLAIMS IS JANUARY 17, 1988 NO
PERSON HAVING OR CLAIMING TO

You will underwrite large diverse group programs on a group and A member of the
HAVE ANY CLAIMS AGAINST PINE TOP

individual risk basis Knowledge of medical or legal malpractice, Sears Financial Network NORTH INSURANCE COMPANY, SHALL PAR-
TICIPATE IN ANY DISTRIBUTION OF

or other professional liability coverages and rating programs, de- BROOK THE ASSETS OF THE COMPANY UN-

veloped through 5 or more years of expenence, is required Allstate®
LESS SUCH CLAIMS ARE FILED WITH
THE LIQUIDATOR ON OR BEFORE

UNDERWRITING ASSISTANTS
JANUARY 17, 1988 NO PERSON HAV-
ING OR CLAIMING TO HAVE ANY CON-

You will work with an Underwriter, rating and issuing profes- You're in good hands.
TINGENT CLAIM AGAINST THE

sional liability policies Typing or work processing skills on PC
ASSETS OF THE PINE TOP INSURANCE

required

COMPANY, SHALL PARTICIPATE IN
Allstate Commercial Plaza ANY DISTRIBUTION OF THE ASSETS

OF PINE TOP INSURANCE COMPANY

Please direct all correspondence to 51 W Higgins Road UNLESS A PROOF OF CLAIM HAS

South Barrington, IL 60010 BEEN TIMELY FILED WITH THE LIQUI-

Insurance Equities Corporation
DATOR AND THE CLAIM IS LIQUID-

An Equal Opportunit, Employer M; F
ATED OR FIXED ON OR BEFORE JAN-

101 University Avenue UARY 16,1989.
Frank J Csar, Special Deputy Liquida-

Palo Alto, CA 94301 tor, Ollce of the Special Deputy, 446

We are an Equal Opportunity Employer
, East Ontario, Suite 700, Chicago, lili-

nols 60611 (312) 915-4700
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Retiree benefits Fort Lee, N J But those pension plan surpluses could dwin- care continuation provisions never received congressional
dle if the stock market declines substantially, which would hearings

Cont:nued from page 45 leave employers unable to turn to their pension plans to fund Business lobbyists say benefit issues-because of their
'Many companies now would lump at the chance to pre- even current retiree health care benefits complexity-should be considered outside the scope of bud-

fund," Mr Fay adds By contrast, Rep Chandler's proposal allows employers to get legislation
So far, the only maior proposal that would allow employers prefund retiree health care benefits while an employee is at In fact, Rep Willis Gradison, R-Ohio, may attempt to at-

to prefund retiree health care benefits-unveiled in February the company Plus, the portability of the contributions would tach a proposal to the Ways and Means Committee budget
by the Reagan administration-falls far short of addressing, help assure-assuming an employee worked for a company reconciliation bill that would require states to establish em-
in any meaningful way, the problem of funding retiree health or several companies that offered retiree health care cover- ployer-subsidized pools to provide health care coverage to
care benefits, experts say age-that a substantial sum of money was available to pay high-risk uninsured individuals Last year, a similar pro-

The administration proposal, part of a major package that health care benefits when the employee retires posal advanced by Rep Gradison and Rep Fortney (Pete)
also addresses pension plan funding problems, would allow While there 15 strong employer interest in Rep Chandler's Stark, D-Calif, was tacked onto another budget reconcilia-
employers to transfer surplus assets-on a tax-free basis- proposal, there are some concerns about the Washington Re- tion bill passed by the House, but the pool proposal later died
from their overfunded defined benefit pension plans into publican's strategy to attach the proposal to the budget rec- in a conference committee
special retiree health care VEBAs (BI, Feb 23)

11

onciliation bill However, Washington sources say the budget reconcilia-
However, assets could be transferred to cover only current Employers have been burned by recent budget reconcilia- tion approach for the prefunding proposal lS appropriate be-

retirees' health care expenses As a result, the proposal would tion bills, which implement through specific provisions gen- cause the proposal is budget-related In addition, Rep Chan-
not help employers that lack big pension surpluses and have eral federal budget targets set each year by Congress dler notes the need to do something to address retiree health
lots of current employees For example, a provision tacked onto the 1985 budget rec- benefit funding is urgent

"At best, the administration proposal is a short-term fix It onciliation law, known as the Consolidated Omnibus Budget Other observers say that attaching the prefunding proposal
takes advantage of the current situation-the lump in pen- Reconciliation Act, requires employers to extend their group to a budget reconciliation bill makes good political sense
sion plan assets because of the bull market," said John health care plans to former employees and employees' di- because such legislation has an almost sure chance of pas-
Hickey, a partner with benefit consultant Kwasha Lipton in vorced, separated and widowed spouses COBRA's health sage .

the professional marketplace
' PARTNER WANTED CITY OF SANTA MONICA HEALTH CLAIMS MANAGER SMALL PROPERTY AND DALLAS TPA FOR SALE OUTSIDE

FOR VERMONT LIABILITY CLAIMS SUPERVISOR Large midwest TPA specializing CASUALTY COMPANY Dallas TPA doing 18 million in DIRECTOR

CAPTIVE
MET and self-funded adm fully AVAILABLE

$34,512 - $42,612 Annually In Self-Funded health benefits If you are the owner of a small automated software system Turn- Mature, Educated Business Excecutive
MANAGEMENT FIRM Excellent benefits, including City paid re· is seeking a person with 5 plus Property and Casualty com- key operation with staff in place Available for Directorship
"The captive boom in Vermont tirement, which results in a net pay in- years experience in claims man-

is creating a surge of new busi- crease of approximately $2412 $2988, agement Experience In manag- pany that wishes to join a For information reply to Box 2285, Write Box 2278

growing, medium sized, pub- Business Insurance, 740 Rush St , Business Insurance. 740 Rush St
ness for captive managers in the annually Ing an on-line department of 40 Chicago, IL 60611-2590 Chicago, IL 60611-2590State " You can be part of that THE POSITION Under direction of the plus employees Completion of |icly held company with excel-
boom If you have a substantial Risk Manager, plans, directs, supervises, Industry Courses and knowl- lent financial resources and
background in risk manage- and coordinates the City's in house liabil edge of Qantell hardware helpful reinsurance facilities, while
ment, underwriting, and mar- Ity and subrogation claims management but not required Send resume maintaining identity and loca-
ketlng, we offer an exciting op- program and salary history to tion, reply in confidence to ACCOUNT MANAGER
portunity You can join us in REQUIREMENTS Knowledge of accident

Box 2277
fonning a new captive mange- investigation, claim evaluation and nego- Box 2258, Business Insur- Baltimore Sales Off,ce of Alexander & Alexander has an opening for someone

Business Insurance
ment firm If you are a talented ttations, and the Iltigation process ance, 740 Rush St, Chicago, to service a large book of directors/officers and fiduciary hability business and
insurance professional with QUAUFICATIONS Bachelor's degree in

740 Rush St.

Chicago, IL 60611-2590
IL 60611 market new accounts Candidates must have a minimun of 5 yrs experience

solid knowledge of reinsurance Business Admin or related held and 4 preferably In an agency/brokerage environment Will consider qualified appli
underwnting, we have the posi- years experience in administering a cants with co underwriting exp and knowledge of markets Exposure to
tion for you For the candidate claims management program, preferably crime/surety a plus Good verbal and written communication skills essential
with a proven track record we with 2 years supervisory experience

Salary commensurate with experience We offer a full benefit package plus
offer immediate equity and gen- APPLY BY 5/29/87, City of Santa Mon- CLAIMS AND SYSTEMS MANAGER
eral management responsibili- ica, Personnel Dept, 1685 Main St, excellent working conditions m a prime location All resumes kept In strictest

ties Reply m confidence to Santa Monica, CA 90401, 213/458 8697 City of Baltimore confidence Please respond In writing to
Box 2287, Business Insurance Resumes not accepted in lieu of City of Available Immediately
740 Rush St.. Chicago, IL Santa Monica application form

60611-2590 EOE The Claims and Systems Manager assists the Risk Management Officer by Alexander Personnel Department

developing and maintaining an automated system for claims management 100 Light Street

nsk control, forecasttng premium and loss allocabons, and claims manage- AAIexander Baltimore, MD 21202

ment achwhes Each candidate must possess a Bachelor's degree and have ' *Jd 1 EOE M/F/H/V

Underwriting Manager 5 years expenence in three of the following six areas general liability,
automobile liability, property, workmen's compensation, employee bene-

V.P. of Underwriting fts adminstrabon and unemployment insurance An equivalent combina-
bon of educatton and expenence is permitted Salary $37,100-$44,700

Risk Retention Group providing Attorneys' Professional Submit resumes to the Civll Servlce Commission, 111 North Calvert Street

Liability is seeking an experienced Underwriter Balbmore, MD 21202, Attention Clatms and Systems Manager EEO

Manager. We need a solid professional to oversee all
underwriting for our multi-state operations.

Attractive salary and benefit package negotiable. JOB DESCRIPTION Ryder System, Inc, a multi-billion dollar diversified transportation and
Position is immediately open Send resume, Job history ACCOUNT EXECUTIVE business services company, Is seeking high potential professionals for

and salary required to Rapidly growing Warner Center based corporabon with offices in Vermont and Ber positions in Ryder Services Corporation-(RSC), an in-house workers'
muda seeks Account Executive Becher 6 Carlson Management, inc specializes,n nsk compensation claims administration group Opportunities are available

Attorneys Liability Protection Society management services for Fortune 1000 Companies and capt,ve insurance company in California, Michigan, Georgia and New Jersey

P O Box 4747, Missoula, MT 59806 management

Job Duties Overall account service responsibility for 3-5 accounts, including response
to client nsk management needs. feasibility study preparabon, assistance In reinsur-

SENIOR CLAIMS EXAMINER
ance placement negobabon of captrve services. assistance on financial and analytical

Manage a regional claims office located m the Parsippany, NJ area

studies and statements, assistance in training other staff members Also assist In Duties Include the handling of high exposure claims, recommendation
and approvals on Investigations, payments, legallties, reserving and recov-

DIRECTOR OF OPERATIONS
development of new client bumness
Qualifications 3 to 5 years company underwribng expenence of large broker ex ery Will supervise four professionals

penence Large nsk department preferred Bachelor's degree CPCU/ARM in progress This position requires current hands-on, multi-state experience in the
Responsible for development and administration of estab- 0 completed Stmng communicabon sbus Northeast, with emphasis on the states of NY, NJ, PA, and DE Strong
hshed fee services division of large regional insurance bro- Please forward resume to verbal, written and Interpersonal skills and the ability to interact with var-

kerage hrrn The dynamic New England business environ-
Becher & Carlson lous levels within the organization are also required Two years of col-

21600 Oxnard St.. Suite 900, Woodland Hills, CA 91367 lege education are preferred
ment is creattng an excellent opportunity for growth for the
nght person Strong business and insurance background with CLAIMS REPRESENTATIVE
a minimum of flve years of company P&C undenuntlng J IIIIIIIIIIIIIIIIIIIIIII Administer Workers' Compensation claims Responsibilities include In-

experience Prefer large account and some reinsurance Group Health
vestigation, determining compensability, and making Indemnity payments
to claimants

knowledge Fine compensation and benefits package Qual,
fied candidates send resume to Ms J Decker, Hastings-Ta- Underwriting Manager -

This position requires a minimum of two years self-insured, multi-state
experience, strong verbal, written and interpersonal skills, ability to de-

pley Insurance Agency, Inc, 271 Cambndge St, Cambndge, termine claim validity based on medical knowledge and state laws,

MA 02141 (617) 876-7510 1 I l l l 1111111 I l l I l l i l i 111 E knowledge of appropriate state laws, and medical terminology
Empire Blue Cross Blue Shield is currently seeking an ex- MEDICAL CLAIMS EXAMINER

perienced professional to head-up a major unit responsible for the Handle non-disputed claim files Document file and handle payment of
rating and underwnting of experience-rated accounts billings Document claims and Investigation processing, and type stan-

A

• Solid managerial experience ma health insurance This position requires critical knowledge of medical definitions, approxi
environment mate costs for medical services for various injuries, strong verbal, writ-

ten and interpersonal skills, and medical workers compensation claims• Thorough knowledge of group rating and dividend
D . methodologies

background Self-insured experience preferred High School diploma or

The successful candidate must possess dard forms

equivalent required
• Ability to deal with actuarial and marketing managers
• Excellent oral and written communication skills Ryder System, Inc offers comprehensive benefits including medical and

dental plans, stock purchase, Insurance, tumor) aid, and more For prompt
This position offers an excellent starting salary along with a consideration, please forward your resume and salary requirements to

Major New York City broker seeks a polished group comprehensive benefits package For prompt consideration,
benefits sales professional Minimum 3 years bro- forward your resume Including salary history and requirements Manager, Corporate Employment

RYDER SYSTEM, INC
kerage or agency experience preferred In confidence to Actuanal Recruiter, Dept 631A, Empire Blue 3600 N W 82nd Avenue

Cross Blue Shield, 622 Third Avenue, New York, NY 10017We offer an excellent salary and benefits package Miami, FL 33166

submit resume including salary history and require- An Equal Opportunity Employer m/f/h
nnents to

Box 2286, Buisness Insurance
J Blue Cross

740 Rush St., Chicago, IL 60611-2590 V Blue Shield
An Equal Opportunity Employer M/F/H/V

An Equal Opportunity Employer M/F

1111111111111111111111111
RYDER
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Clubb operating income rises 74.5%
Chubb Corp.'s operating income

rose 74.5% in the first quarter to
$78.7 million, compared with $45.1
million in the first quarter of
1986.

The company said 1987 operat-
ing earnings reflect lower income

tax expense, including a tax bene-
fit of $7.2 million relating to the
"fresh start" provision affecting
loss reserves included in the Tax

Reform Act of 1986.

Net income, which includes rea-

lized investment gains, totaled
$87.3 million in the first quarter,
up 47.5% from $59.2 million in the
first quarter of 1986.

Property/casualty underwriting
income in the first quarter totaled
$11.7 million, compared with a
$10.4 million underwriting loss in
the first quarter of 1986. The first-
quarter 1987 combined ratio was

97.9% after policyholder dividends,
compared with 101.2% in the first
quarter of 1986.

Chubb's net written premiums
rose 10.8% to $638.9 million in the
first quarter.

Aftertax investment income, not

including life/health operations,
totaled $54.9 million, up 32% from
$41.6 million in last year's first
quarter.

U.S. Facilities

U.S. Facilities Corp., a Costa
Mesa, Calif.-based reinsurance

holding company, reported 1986
revenues of $26.3 million, up 126%
from $11.7 million in 1985.

linancial briefs

Net premiums earned in 1986 were
$19.5 million, compared with $3.8
million in 1985.

Likewise, net income in 1986 in-
creased 164% to $2 million from
$763,000 in 1985.

Net operating income in 1986
was $1.5 million, up from $971,000
in 1985.

"Our company is now well posi-
tioned to take advantage of facul-
tative property and casualty rein-
surance opportunities, as well as

continuing as a leader in the excess
group medical stop-loss market,"
said George Kadonada, chairman
and chief executive officer.

Hanover Insurance

Hanover Insurance Cos. in

Worcester, Mass., reported net af-
tertax operating income of $68
million in 1986, compared with
$10.5 million in 1985.

Net income in 1986, including
realized capital gain and extraor-
dinary expense, was $97 million,
up from $23.3 million in 1985.

The combined ratio in 1986 was

101.8%, improved from 110.6% in
1985.

The company reported that net
premiums written in 1986 in-
creased 31.4% to $1.2 billion from
$882.4 million in 1985.

In addition. the company's stock
has split 2-for-1.

The split increases the number of
authorized shares to 20.9 million

from 10.4 million with a par value
of $1.

Phoenix Re Corp.
New York-based Phoenix Re

Corp. raised $35.75 million in its
initial public offering on March 25,
selling 2.75 million shares at $13 a
share.

The underwriters exercised their

option to sell 250,000 additional
shares.

After fees and commissions, the

company received net proceeds of
$33.3 million.

The company's stock is traded
over the counter.

year in 1986, reporting an almost
10% increase in net investment in-

come and a 10% increase in reve-

nues.

Net investment income rose to

$7.2 billion in 1986 from $6.8
billion in 1985, while revenues

jumped to $20.8 billion from $19
billion.

Total assets rose to $103.2 billion
from $94.1 billion.

Pan Atlantic Re
Pan Atlantic Re Inc. of White

Plains, N.Y., reported operating
income for 1986 of $2 million,

up 33.3% from $1.5 million in
1985.

Net income in 1986 was $3.9 mil-

lion, up from $2.6 million in 1985.
Net income in 1986 included a $1
million realized investment gain
and a tax credit of $919,000.

HealthCare COMPARE Guaranty National
HealthCare COMPARE Corp. of

Chicago has filed with the Securi-
ties and Exchange Commission to
offer 1 million shares in an initial

public offering.
If approved shares will be traded

over the counter.

The company operates utiliza-
tion review and cost management
services.

Metropolitan Life
New York-based Metropolitan

Life Insurance Co. had a record

r'he Board of Directors are pleased to announce thesuccessful completion of a private placement of

common stock arranged through:

Lovett Mitchell Webb & Garrison, Inc.

Prescott Ball & Turben, Inc.

The Principal Investors are:

J. P. Morgan & Co. Incorporated

through Morgan Capital Corporation

Kleinwort Benson Limited

The proceeds of this placement have increased the

Company's capital and surplus to in excess of $18,000,000.

Houston Casualty Company is a property and casualty

insurer, domiciled in Texas, specializing in marine and
aviation insurance.

HOUSTON CASUALTY COMPANY

13403 Northwest Freeway, Houston, Texas 77040-6095
(713) 4624000

Guaranty National Corp. of Eng-
lewood, Colo., had a record first
quarter, reporting operating in-
come of $2.7 million, as compared
with $1 million in the same quar-
ter last year.

Likewise, net income in the first
quarter of 1986 increased to $5.1
million from $4 million in the

year-earlier quarter.
"We are extremely pleased with

the first-quarter results, which
were the highest in the history of
the company," according to Chief
Executive Officer Roger Ware.

• The Menninger Foundation
has published a report titled, "Pre-
dicting Which Disabled Em-
ployees Will Return To Work:

The Menninger RTW Scale." Of
interest to claims benefits manag-
ers and rehabilitation coordina-

tors, this scale not only indicates
who is likely to return to work, but
also identifies those individuals

who should benefit from rehabili-

tation services. The report-TMF-
P008-18-is available for $ 10 from

the Menninger Foundation, Re-
search and Training Center, Jay-
hawk Tower, Ninth Floor, 700

Jackson, Topeka, Kan. 66603.

• "Cocaine In The Work-

place" is the title of a new booklet

designed to dispel more than a
dozen myths surrounding the drug
and highlight its dangerous side ef-
fects. The 16-page illustrated
booklet from Krames Communica-

tions encourages supervisors to
focus on performance issues and

shows them how to draw up a con-
tract with affected employees to
require increased performance by a
fixed date. Company managers or
supervisors can obtain a sample
copy of the booklet by sending a
request on company stationery, or
by attaching their business card to
their request, from Krames Com-
munications, 312 90th St., Daly
City, Calif. 94015-1898.

• A new videotape explaining
the hows and whys of the Texas
Workers' Compensation As-

signed Risk Pool is now available
to agents and their clients. "A
Workable Solution: An Introduc-

tion to the Texas Workers' Com-

pensation Assigned Risk Pool" de-
scribes how the pool is organized
and funded, why some businesses
are rejected in the voluntary mar-
ket and what services the pool
offers to help employers prevent
future losses. "A Workable Solu-

tion" is available for loan in VHS

and 3/*-inch video formats from the

Insurance Information Institute,
800 Brazos, Suite 4220, Austin,

info

"On an annual basis, net income

reflects a 40% return on average
shareholders' equity," Mr. Ware
said.

Guaranty National reported a
first-quarter combined ratio of
98.2%, compared with 104.1% at
the end of the first quarter in
1985.

Houston Casualty
Marine and aviation specialists

Houston Casualty Co. raised $9.5
million in a private offering of its
common stock.

According to Chairman and
President Stephen L. Way, "With
capital and surplus in excess of $18
million. . .we will be in a position
to further expand business and
continue the success achieved dur-

ing our first six years of opera-
tion."

The investor group was led by
Morgan Capital Corp. of New York
and included Kleinwort Boston

Ltd. of London.

Lawrence Group
Lawrence Insurance Group of

Albany, N.Y., reported 1986 reve-
nues increased 71% to $56.3 mil-
lion from $32.9 million in 1985.

Likewise, earnings increased
103% to $6.1 million.

In addition, the Lawrence Insur-
ance Group announced a cash divi-
dend of 6 cents per share to stock-
holders of record on April 13,
payable May 15. I

Texas 78701; 512-476-7025.

• An introductory brochure on
alternative dispute resolution
methods has been published by the
American Arbitration Assn. The

descriptive brochure defines arbi-
tration, mediation, the minitrial

and other alternatives in easy-to-
understand language. It lists the
steps in arbitration and mediation
processes as practiced under the
AAA rules. The 18-page brochure

is available for $1 prepaid from
Betty Berry, American Arbitration
Assn., 140 W. 5lst St., New York,
N.Y. 10020.

• "Computer Automation of
Manual Functions Within Risk

Management" is the title of a 90-

page book from Softec Inc., which
details recent seminars conducted

by the company. Included s infor-
mation on automation of general
claims, medical malpractice, work-

ers compensation and incident
tracking. The book is available in
two versions: general industry and
hospital. Copies are available for
$4 from Softec Inc., 33063 School-
craft Road, Livonia, Mich. 48150;
313-261-4440.

• An analysis of the legislation
and regulation affecting health
maintenance organizations is
available for $20 from the Group
Health Assn. of America. "GHAA's

Legislative and Regulatory Digest"
reviews federal and state issues

that influence the way HMOs

operate. To order the digest, con-
tact the Group Health Assn. of
America, Order Department, 1129
20th St. N.W., Suite 600, Washing-
ton, D.C., 20036.

Have a new report, booklet or pro-
motional brochure you'd like to
send to buyers Of insurance? Busi-
ness Insurance wiN describe ma-

terial costing less than $25 as an
editorial service in the weekly Info
column. Address aN contributions

to Info, Business Insurance, 740 N.
Rush St., Chicago, Ill. 60611.
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update Florida law 1

The'decision holding
Continued from Page 3
that is required by law to have insurance but can- unconstitutional the premium rebate

Transit MGA denies charges
not obtain it in the conventional market The JUA also on policies written before July 1,
would accept some risks that are unable to find insur-

Continued from page 2 ance but are not required by law to obtain insurance 1986, was significant,' says Aetna
The Supreme Court also agreed with Judge Minerlast week by J Albert Kroemer, a Dallas attorney for Mr Miro counsel Thomas Strohmenger.

Mr Kroemer contends in the statement that the hquidator has that insurance premium rebates contained in the law
focused on M&A and Donald F Muldoon & Co Inc -another are constitutional but could be applied only to policies

written after July 1, 1986-not all policies written lastTransit MGA that granted binding authority to M&A-because of
the MGA's "large" errors and omissions coverage No details of the year If the insurers agree, a filing likely will be made

coverage were provided
The law originally called for insurers last Oct 1 to this week, he said

The statement also says that there is "no evidence" to support the give policyholders a 40% refund or credit on premiums Thomas C Strohmenger, counsel for Aetna Life &
RICO charges and that Mr Miro also specifically denies an allega- due or paid for liability coverage for the remainder of Casualty Co of Hartford. Conn, said in a prepared
tion that he converted $3 million in Transit funds to his own use 1986 The credit actually would have amounted to a statement that his company was -examining the opin-

10% premium rollback for a 12-month policy ion closely, and we will be considering a number of
In addition, the statement denied an allegation that a former

M&A officer, Gerald Murphy, forged a cover note to conceal M&A's The law also allows an insurer to present evidence options, including a motion for rehearing "
alleged failure to place a layer of reinsurance for Transit that it should be exempted from the rebate provision Mr Strohmenger voiced support for the Supreme

A hearing on whether the court will allow the liquidator's pro- In striking down the $450,000 cap on non-economic Court's decision to uphold the ruling regarding the re-
posed amended complaint is scheduled for Thursday damage awards, the court said "It iS uncontroverted bates "We believe the lower court's decision holding

that there currently exists a right to sue on and recover unconstitutional the premium rebate on policies writ-

Dalkon Shield claims estimated non-economic damages of any amount and that this ten before July 1, 1986, was significant And were
right existed at the time the current Florida Con- pleased that the Supreme Court upheld this portion

RICHMOND, Va -A H Robins Co estimates that the total ag- stitution was adopted of the law "

gregate value of Dalkon Shield claims ranges from $710 million to "Even if we assume that the cap of $450,000 lS But, he added, "We are disappointed, however, that
of importance to the insurance industry and its clients, the Supreme Court did not address some of the otherslightly more than $1 billion, according to a financial statement

filed last week with the U S Bankruptcy Court the fact remains that the remaining portions of the act issues presented in the appeal "

Also last week, Robins, representatives of Dalkon Shield claim- enable the industry to obtain insurance premium rates Although some insurers are considering pursuing
ants and the court-appointed examiner in the case filed a motion commensurate with the risk inherent in uncapped their challenge to the law, not all are continuing the
asking that $15 million in emergency funds be made available to damages for non-economic injuries," the court ruled fight

certain victims who used the intrauterine device And, the elimination of the cap could mean insur- Mr Martin of Hartford said his company would
In addition, Robins said it has agreed to "significantly change" ers will have another argument for filing higher rates not participate m the meeting of insurers interested in

the claims resolution facility that is part of the reorganization plan The Supreme Court's opinion emphasizes that the pursuing the case

filed on April 16
tort and insurance reform act "provides that if any tort "We were not banking on a complete win," Mr

Under the plan, claimants could choose from several options in reform measure is held unconstitutional, the Depart- Martin noted "It has been our expectation all along
which to obtain compensation from Robins These Include settling ment of Insurance shall permit an adjustment of rates that we would be able to work out our more seri-
for as little as $100, receiving higher amounts where in]ury and to reflect the impact of such holding " ous problems with the Insurance Department "

proof of use can be demonstrated and also proceeding through the Therefore, the opinion continues, the Insurance De- While the Supreme Court's decision has not changed
claims resolution facility, arbitration or a jury trial partment "is directed to take into consideration the Hartford's plans for operating m Florida, Mr Martin

Robins reorganization plan calls for creation of a $1 75 billion elimination of the cap " admitted that the insurer does "have concerns "

trust fund for Dalkon Shield claimants (BI, April 20) A spokeswoman for the Insurance Department said Hartford iS concerned by a provision in the law
insurers have the right to refile rates at any time, but that calls for excess underwriting profits in some

Illinois pulls 2 insurer licenses
the department does not anticipate companies will re- cases to be returned to policyholders and other provi-
submit rates based on the elimination of the limit on sions that give the Insurance Department broader au-

SPRINGFIELD, Ill -The Illinois Insurance Department revoked non-economic damage awards thority to regulate rates, he said "But we're hopeful

the licenses of Western Employers Insurance Co and the Insurance Stephen I Martin, a vp with Hartford Insurance that we can work our way through those problems
Group, confirmed her expectation "Theoretically, we with the commissioner," Mr Martin saidCorp of Ireland Ltd last month because their financial conditions

allegedly deteriorated Both insurers have requested departmental could refile, but we expect to do our rate review Franklin Nutter, president of the Alliance of Amerl-
hearings to contest the action

on a normal basis At that time, we will factor in the can Insurers in Schaumburg, Ill, said he is not Opti-

The license of Santa Ana, Calif -based Western Employers was absence of the cap and we would reflect that change mistie that there will be a further appeal of the court's
when we make our next regular filing," he said decision

revoked April 20 because its surplus decreased 86% during 1986,
said Kenneth Smith, deputy director of the department's property/ While other insurers expressed disappointment over He said the AAI would "advise our companies to

casualty division Western Employers received $962,000 in premi- the elimination of the cap on non-economic damages, assess the marketplace in Florida" and decide whether

ums from Illinois policyholders in 1986, about half of which was for none had determined how they might adjust rates to the regulatory environment is acceptable

workers compensation coverage, he added
account for its absence in the law "It's been a long process-first the legislative one,

In addition, the Illinois department revoked the Insurance Corp The court's decision to strike the cap on non-eco- then the court's decision," Mr Nutter observed

of Ireland's license April 13 because it reported it was insolvent by nomic damages while upholding the rebate provision is "We are disappointed There is a sense of resignation
one of the key "technical problems" with the ruling, that we are going to have to accept the court's decl-more than $400,000 at the end of 1986, Mr Smith said The

company, which acted as both an insurer and reinsurer, wrote little
according to Frederick Karl of the Tallahassee firm of sion," he said

Illinois business in 1986, he added
Karl, McConnaughhay, Roland, Maida & Beal, which Fran Everett, a senior vp with Frank B Hall &

Although ICI had a deficit in its policyholder surplus at the end represented the industry associations Co of Florida in Coral Gables and vice chairman

of last year, it received a $3 million capital infusion from its parent He noted that legislators included the rebate provi- of the Florida Msn of Insurance Agents, said agents in
company in March, said Philip Cook, who manages ICI's North sion in the act because they were convinced that the the state are disappointed by the ruling as well

American operations from New York and Toronto
$450,000 cap would result in savings that could be Agents are concerned by the rebate and rate regula-

ICI was taken over by the Irish government in 1985 when ICI's passed along to policyholders in the form of a rebate tion provisions contained in the law, she explained
parent company, Allied Irish Banks Inc , discovered "malor losses"

"The record shows that the 10% rebate was in there And, the Supreme Court's decision not to allow the
because of the tort reform provision relating to the $450,000 cap on non-economic damages "struck a seri-

for 1984 (BI, March 25, 1985)
cap," Mr Karl said ous blow to tort reform," she added

Bond insurers form new bloc Therefore, if the cap were declared unconstitutional Insurance buyers, like insurers, were studying the
and no savings would be realized, the special credit opinion last week, and most were reserving comment

NEW YORK-The six major monoline financial guarantee insur-
should have been removed as well, he reasoned "It's obviously a very comprehensive and compli-

ers are forming an association that expects to Insure securities
Mr Karl said his law firm iS recommending that the cated law," said Howard Taylor, risk manager for the

ba ked by loans the federal government plans to sell, said a spokes- insurers file a motion for a rehearing on the insurance city of Lakeland and president of the Central Floride

m-. /for Municipal Bond Investors Assurance Corp reform issues, including the rebate requirement and Chapter of the Risk & Insurance Management Society

Under legislation passed by Congress last year, certain federal the increased regulatory authority of the department Contmued on next pag

agencies are scheduled to sell portions of their loan portfolios to
raise about $5 billion by Sept 30

The insurance will unconditionally guarantee payment of princi-
pal and interest on the securities

Besides MBIA, other members of the association, called the
American Loan Guarantee Assn, are Ambac Indemnity Corp,
Bond Investors Guaranty Insurance Co , Financial Guaranty Insur-
ance Co and Financial Security Assurance Inc , all in New York,
and Capital Guaranty Insurance Co in San Francisco

Briefly noted
American International Group Inc President Maurice R. Ifaders hip

Greenberg ranked as the seventh highest-paid U S executive last IS OUR STRENGTH

year, with earnings from salary, bonuses and long-term compensa-
tion totaling $4 6 million, according to a Business Week survey Richard Whiley, Inc -a pioneer capable .

William M. McCormick, chairman, president and chief executive of structuring the most complex
officer of Fireman's Fund Insurance Cos, ranked 24th with total
1986 compensation of $32 million Lloyd's of London broker reinsurance programs.

Hogg Robinson Group P.L.C., parent of U S broker Republic • Creative solutions to the reinsurance
Hogg Robinson Inc, may sell its insurance brokerage operations requirements of insurers and reinsurers.
but retain its more profitable travel and financial services division,
reports a London newspaper Hogg Robinson Financial Director • Access to markets world-wide

Andrew Alers-Hankey refused to comment United Air Lines' • Broad diversity of clients.
pilots will continue their bid to buy the airline through an em-
ployee stock ownership plan, despite relection of the offer by par- • Dedicated to service excellence

ent Allegis Corp, formerly UAL Inc Citing improved insurer
results and state tort reform, Georgia Insurance Commissioner
Warren D Evans lS asking insurers to extend their one-year rate • Resources to handle all classes of Treaty and
freeze for another year and warns any proposed rate hikes will

• Sensitive to changing market conditions.

Facultative business.
RE

.
be evaluated thoroughly and challenged if not adequately docu- Reinsurance intermediaries

mented • A Xerox Financial Services Company. 110 William Street, New York, New York 10038
212-7324360
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Florida law 1 damages, shouldn't somebody tell us how much
'1 think we're all kind of would be saved? The question was asked but it

Equal Continued from previous page numbed by it,' says Mr.
was never answered," Mr Masterson said

While he acknowledged last week that he had He also noted that rate increases granted ear-

Opportunities not had time to study the ruling, Mr Taylor said Matthews, adding that risk her this year to insurers doing business in Flor-
he does not anticipate the law will create any ida indicated that the anticipation of a cap on

managers are now in a position
Each weekly issue of serious insurance-related problems for the city non-economic damage awards did not contrib-

James Matthews, risk manager at Knight-Rid- to 'wait and see what happens.' ute to rate relief for insurance buyers
Business Insurance gives der Newspapers Inc in Miami, said he thinks the And, the tort reforms retained were praised by

long battle to overturn the law has taken its toll •
you an equal opportunity

the Washington-based American Tort Reform
on insurance buyers Assn Executive Director Blair Childs called the

to reach and motivate "I think we're all kind of numbed by lt," he upheld, and properly so Generally, it is a post- law "a very good step in the right direction "
said, adding that rlsk managers are now in a tive bill It deals with a lot of areas of concern " While he said the Florida legislation was not

Bl's more than 133,000 position to lust "wait and see wha: happens " However, the court's decis-on to strike the cap one of the strongest tort reform laws passed in

purchasing influentials But Richard Hinds, risk manager for Florida pleased plaintiffs' attorneys the last two years, Mr Childs did note that lt
Power & Light Co in Miami, hailed the court's Stephen Masterson, executive director of the should eventually lead to lower Insurance rates

. . . top administrative decision as a positive one overall Academy of Florida Trial Lawyers in Tallahas- He also said the law is "just one more example

and financial executives, "It certainly gives us a better way of dealing see, called the cap "a piece of fiction that never that tort reform is happening It's going to hap-
with loint and several liability," Mr Hinds said should have been entertained in the first place " pen now, or it's going to happen later " He said

risk managers, employee While he expressed disappointment that the "Our position last year was that if the crisis to the court's decision "would not influence any

benefits managers and cap on non-economic damages was overturned, be fixed u as the cost of insurance and the al- more, or less, what is happening elsewhere" in
he said "other than that, most of the bill was leged solution was a limitation on non-economic terms of tort and insurance reform

the agents and brokers
who serve their needs. Construction disaster

Cont,nued from page 3 business of the principal employer "

When you want to reach The developer was L'An*iance Plaza Ltd, a limited partnership, ac- Michael P Koskoff, a Bridgeport attorney who has been retained by the

your prime audience, the cording to Nick Paindirls, a Bridgeport attorney who worked on the families of two of the victims, said suing the development company is a
project's zoning change L'Ambiance Ltd 's general partner was Del-Tech possibility Other possibile defendants, he said, include other subcontrac-

Business Insurance Development tors, any product suppliers, product manufacturers and testing com-
Del-Tech, m turn, was a partnership of TPM and Delwood Devel- panies

audience is unequalled! opment International Inc, a Davie, Fla -based company, said Mr Pain- TPM may have obtained liability coverage in the surplus lines market
diris It failed, for example, to obtain coverage from Travelers Insurance Cos

Under Connecticut workers compensation law, survivors and injured of Hartford A Travelers spokesman said lt had recently turned down a
PUBLISHING CLOSING workers are entitled to a maximum weekly benefit of $408 per family, submission from Johnson & Higgins for a general liability insurance pol-
DATES DATES with an annual cost-of-living adlustment, said John Arcudi, chairman of icy for TPM "It was something we had not had an awful lot of experience

Connecticut's Board of Workers' Compensation Commissioners Survivors with," he said
also receive a $3,000 burial allowance A spokesman for Royal said the insurer recently "non-renewed" a com-

Mar 2 Fcb 18 Fireman's Fund Insurance Cos of Novato, Calif , USF&G Corp of mercial liability insurance policy for a policyholder involved in the
Baltimore and CIGNA Corp of Philadelphia acknowledged that they pro- pro}ect that had been handled by J&H's Stamford, Conn, office, but did

Mar 9 Fcb 65 vided workers compensation insurance for several of the companies not name TPM
working on the 13-story project Spokesmen for J&H and M&M had no comment

Mar 16 Mar 1 Hartford Insurance Group wrcte some coverage for some of the sub- Fireman's Fund provided workers compensation for subcontractors
contractors, a spokesman said, adding, "beyond that, we're still waiting Four Star Drywall Co of Waterbury, Conn, and B-G Mechanical Con-

Mar 23 Mar 10 for everything to sort itself out " tractors of Holyoke, Mass, according to Edward Jones, assistant claims
Aetna Life & Casualty Co of Hartford, Conn, provided liability cover- manager in its Farmington, Conn, office

Mar 30 Mar 17 age to several of the subcontractors, a spokesman said Fireman's Fund also provided Four Star with liability coverage, said
Royal Insurance Group of New York underwrote a builders risk policy Mr Jones, who could not provide additional details

Apr 6 Mar - I for "the limited partnership, the contractor and a number of the subcon- A USF&G spokeswoman said the insurer provided workers compensa-
tractors," a spokesman said The policy was placed by Marsh & MeLennan tion, liability and possibly other coverages to San Antonio-based Tex-

Apr 13 Mar 31 Inc 's Hartford office star Construction Corp , which also operates under the name Continental
Business Insurance also has learned that Washington-based Victor O Lift Slab Corp

Apr 20 Apr 0 Schinnerer & Co underwrote engineers and architects professional liabil- A CIGNA spokesman said, "We provided liability coverage and/or
ity insurance on behalf of CNA F-nancial Corp of Chicago for at least one workers compensation" coverage to three of the companies working

Apr 27 Apr 15 of the firms involved in the project An observer said a $1 million policy on the project
would have been likely for a project the size of the 13-story L'Ambiance Mickey Stern, vp of Leake & Nelson in Bridgeport, said his firm pro-

May 4 Apr 22 Plaza v-ded structural steel columns on behalf of Lift Frame Builders, based in

A TPM spokesman could not be reached for comment Elmsford, NY, which was a subcontractor on the project He said his firm
May 11 Apr 28 A spokesman for Macomber, TPM's joint venture partner int he con- had coverage with Aetna

struction of the pro]ect, said Macomber essentially was an investor in Other subcontractors included Fairfield Testing Laboratories, in Stam-
May 18 May 6 the project with TPM in charge of on-site construction management He ford and Peter Szilagyit & Associates, a Stamford mechanical and electri-

would not comment on insurance coverage cal engineering firm Company spokesmen would not provide details of
May 25 May 13 Mr Paindiris, who in September 1985 helped obtain the zoning change insurance coverage .

that permitted the project, did not know the names of other part-
Jun 1 May 19 ners in L'Ambiance besides Del-Tech It could not be determined whether

the partners included Macomber as well
Jun 8 May 27 A spokeswoman for the Connecticut secretary of state would say only

that the limited partnership was formed Aug 27, 1985, and attorney insurance services galdeJun 15 Jun 3 John W Beck of Schiff & Zangan m Hartford was its agent Mr Beck

Jun 22
could not be reached for comment

Jun 9 Because L'Ambiance Plaza Ltd lS a separate entity from TPM, lt could
be found liable in the accident, assuming it exerted any control over

Jun 29 Jun 17 the project and negligence was determined, said John Lewis, an attorney PC CONSULTING & TRAINING SUBROGATIONS &

and workers compensation consdltant GENERAL INSURANCE COLLECTIONS

Jul 6 Jun 24 It is possible that TPM's "immunity as contractor would not flow into mSK MANAGEMENT ARE OUR BUSINESS

their role as a member of the partnership," said Mr Lewis AGENCIES

Jul 13
Our law firm has developed significant ex

Jun 30 Mr Lewis added that even if TPM were immune, he does not believe NICHE SYSTEMS INC. penence in subrogation, premium and audit

other partners in the limited partnership, including Delwood, would 274 Madison Ave.- N1 NY 10016 cases for many insurance company clients
Jul 20 Jul 8 be immune (212) 686144d8 We have also formed a national network of

"It could very well turn out ir. the long run there are potentially liable referral attorneys so litigation follow up Is

Jul 27 Jul 15 partners out there without immunity," he said available nationwide -on a contigent fee

Michael Camilleri, general counsel for the National Council on Com- WORKERS'
basis

Aug 3 Jul 22 pensation Insurance in New York, said whether the employees' survi- JOHN J O'BRIEN AND ASSOCIATES

COMPENSATION ATTORNEYS AT LAW
vors could sue in this instance "would have to be determined under state

Aug 10 Jul 28 law " CLAIMS
111 SOUTH WALNUT SmEET

WEST CHESTER, PA 19381 3127
Mr Arcudi said while he could not comment on the particular circum- SYSTEM (215) 431-2727

Aug 17 Aug 5 stances of the Bridgeport acc.dent, "it sometimes is possible to sue
the development company if, in fact, the development company is suffi- FOR IBM PC AT

Aug 24 Aug 12 ciently separate from the general contracting company " IDEAL FOR SELF INSUREDS, INSURANCE
However, Arthur Larson, a law professor at the Duke University law Cs, AND TPAs SINGLE AND MULTI-USERAug 31 Aug 18 school in Durham, NC, and author of the standard treatises on workers COUECTION TROUBLES??

compensation, said that considerably more information would be needed VERSIONS AVAILABLE HANDLES UP TO

Sep 7 Aug 26 before this can be determined 100,000 ON LINE CLAIMS CHARLES M GILES, P C

"When you start going into partnerships, you've got to know exactly INSTALLATIONS COASTTO COAST
Sep 14 Sep 2 what the relationship is," he said "You've got to know all kmds of details Attorney at Law

as to how they conducted the business, and how separate they were in
ALL FUNCTIONS AND STATE FORMS

Sep 21 Sep 9 practice as well as in theory " Insurance Collection

Mr Lewis also said that because TPM Architects iS a separate subsidi-
INSURANCE SOFTWARE

Sep 28 Sep 15
AUDITS, PREMIUMS, SUBROGATIONS

ary, it also could possibly be found liable if its actions are discovered PACKAGES, INC.
to have contributed to the accident

.business Mr Larson agreed "Corporate separation is a little bit more clear-cut
5118 NORTH 56™ STREET ANYWHERE IN THE

than partnership relationships," he said "If the architect was a sepa- TAMPA, FLORIDA 33610 WEST

insurance
rate legal entity, it might very well be suable as a third party, even if lt (813) 621-6069 (FL) (602) 274-2222
was affiliated in some way" witn TPM International (800) 237-8133 (U.S.)

Normally, he said, a court will decide if the parent and subsidiary had
previously decided to operate as two separate subsidiaries, "and now

New York (212)210-0133

Chicago (312)649-5275
cannot deny the corporate separateness when it is to their advantage " " For advert,sing informat,on in the INSURANCE SERVICES GUIDE

Los Angeles: (213)651-3710
Mr Arcudi said according to Connecticut's general statutes, in order for Contact: Margaret Hikdo, 740 N. Rush Street, Chicago, Illinois 60611

the architectural firm to be successfully sued, it first must be de- Telephone (312) 649-5340
termined whether the work lt did was "part or process in the trade or
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Reinsurance must be scrutinized
By MYRON M. PICOULT

Special to Business Insurance
Leading insurers' reinsurance recoverables

(In thousands of dollars)

LAST YEAR AT this time we addressed

the topic of reinsurance recoverables
and noted that it was something that could Reinsuranee recoverables on Recoverables

sidetrack the property/casualty insurance Total due from

industry's underwriting recovery (BI, May 5, Unearned Total recoverables Recoverables affiliates

1986) The }ury lS still out on the subiect, but Statutory Paid Unpaid IBNR premium reinsurance as % of due from as % of total

surplus
evidence continues to mount that reinsur-

losses losses losses reserves recoverables surplus affiliates recovery

ance recoverables could _Aetna Life & Casualty _ *3,546,619 $179,510 $684,073 $538,942 $298,307 $1,700,832 48.0% $89,082 5.2%

become a gnawing prob- AIG 2,912,185 587,357 3,430,458 880,676 1,364,386 6,262,877 215.1
lenn  -Chubb Corp 982,1ST 40,032 473,305 561,474 318,830 1,393,641 141 9

Reinsurance recover- 

CIGNA Corp.ables represent a signifi- 1,531,125 - - -623,481 2,402,862 - 2,107I795 606,774 5,640,912- 3684 ---558,746 ---99

cant portion of the prop- CNA-- ---- - - 1,838,181 203,508 646,503 251,817 193,167 1,294,995 704

erty/casualty industry's I b,2  Continental Corp 1,378,035 -215,890 1,270,056 317,870 691,467 2,495,283 181.1 1,034,648 41.5
financial underpinnings Crum & Forster 1,142,481 261,564 1,370,661 778,531 - 609,612 3,020,368 264.4
Data provided by the In- Fireman's Fund 1,310,210 323,787 856,657 744,833 660,561 2,585,838 107.4

surance Services Office P' 1I 1 General Re_ 1,840,258 100,920 333,149 279,166 56,566 769,801 41.8 14,205 18

shows that at the end of
Hartford Group 2,356,988 637,534 1,812,982 822,662 262,320 3,535,498 150.0

1985, reinsurance recover- Mr. Picoult Home Group 770,177 136,794-- 830,898 476,600 - 193,470 1,63L771 212.6 124,008 76

ables accounted for ap-
Kemper 610,495 13,928 1,089,841 530,532 491,900 2,126,201 348.3

proxinnately 96% of statutory surplus for the
industry as a whole and about 113% for pro-

NAC Re 152,466 ---1,176 38,22 13,660 697 54,495 35.7

fessional reinsurers SAFECO 622,374 4,996 51,399 15,423 44,903 116,721 18.8

Many managements appear to have taken a St Paul 942,167 43,163 483,130 304,500 235,247 1,066,040 113.1 310 0.0

lackadaisical attitude toward this problem Travelers 2,937,098 164,259 1,261,743 574,616 354,811 2,355,429 80.2 3,408 01

as it relates to their companies The old USF&G 1,241,215 48,302 725,737 122,718 153.515 1,050,272 84.6

adage, "It won't happen here, the problem is

over there," could have a hollow ring As of Dec 31,1986 Sources Company annual statements, Oppenheimer & Co Inc Chart Amy Palmer

In March, Integrity Insurance Co, of
Paramus, NJ, was declared insolvent (BI, coverables aggregated 128 5% of statutory exposure to the commercial side of the busi- issue and the insurers' convention state-
March 30) The Inability of one of its rein- surplus for these 23 underwriters ness where values are higher These com- ments appear to treat the 1Ssue Indirectly
surers, Mission Insurance Co, to meet its There is a very wide variance between in- panies also tend to own specialty operations Recognition of the problem lS both poor
obligations was the primary reason given for surers Among the insurers surveyed, recov- At the lower end of the spectrum are the and, at times, weird Reinsurance with a
Integrity's liquidation erables ranged from a low of 18 5% of sur- underwriters that are primarily engaged in malor foreign insurer that lS not registered

Our study of reinsurance recoverables this plus for American General Corp 's the personal lines or small commercial seg- within the state of domicile of a given com-
year covered 23 malor insurers Data for 17 property/casualty operation to a high of ment of the business, where dependency on pany may not be recognized unless there iS a
commercial lines insurers appear in the 368 4% for CIGNA Corp 's property/casualty reinsurance is materially less letter of credit or fund offsets involved

chart subsidiaries If recoverables are a high percent of statu- However, recoverables due from a finan-
We reviewed the consolidated convention Theoretically, the paid recoverable figure tory Surplus, it is not necessarily an outright cially troubled domestic entity requires no

blanks for the companies and sought out should not be a problem because such recov- negative Such a relationship should encour- recognition until it goes belly up
 data on both paid and unpaid reinsurance erables are normally paid within a 30- to 90- age investors to obtain additional 1nforma- Given the magnitude of the numbers and

recoverables In addition, we reviewed in- day period However, depending upon the tion This would include who the reinsurers the paltry information currently available,
curred-but-not-reported liabilities as well as type of contract written and whether or not are, where they are domiciled, to what extent some changes are clearly in order For exam-

 the estimated unearned premium reserves there lS a foreign entity involved, payments payments are late, whether there are any let- ple, companies should be forced to report
As expected, the figures were very high for could be delayed several quarters Figures ters of credit or similar instruments involved gross losses, reinsurance recoverables and

several of the insurers On average, for all 23 for unpaid losses, the IBNR and the estimate and what portion of the recoverable may be their net IBNR
i companies in the study, reinsurance recov- of unearned premiums on ceded reinsurance coming from various "pools " In addition, one wonders whether recover-

erable for paid losses equaled 9 8% of statu- are more difficult to assess Recoverables One also should be cognizant of the fact ables should be taken out of the liability side
tory surplus, for unpaid losses 56%, for IBNR due from affiliates should be sacrosanct that primary insurers always owe their rein- of the balance sheet and placed on the asset
losses 38 5% and for estimated unearned pre- We have begun to see companies set up the surers some money and this tends to be an side where their magnitude would be clearly
mium reserves another 242% All told, re- equivalent of "bad-debt" reserves for ques- offset to uncollectible items evident and available for a more thorough

tionable reinsurance recoverables If there is Given the magnitude of the numbers and perusal And, some recognition of slow and
enough of a question on the recoverables to question about the quality of reinsurance re- late payments should be made

Myron M Picoult ts senzor vp and senzor be placed in such a fund, then there is suffi- coverables, a more diligent effort should be It is interesting to watch investor's para-
msurance analyst wzth Oppenhe:mer & Co cient reason for the balance sheet reserve to made by accountants, regulators and even noia mount as interest rates fluctuate con-
m New York He zs the past preszdent of the be adjusted the Securities and Exchange Commission to sidering the differential between the amor-
Assn of Insurance & Financzal Analysts and As was the case last year, the review basi- prod insurance companies to provide a more tized and market values of bonds lS
a member of the New York Society of cally illustrates the fact that large buyers of accurate picture of their recoverables Most negligible relative to the inherent risk in re-
Security Analysts reinsurance tend to be insurers with heavy shareholder annual reports almost ignore the insurance recoverables for many insurers I

/ Bl Insurance Index.

Bl Industry Stock Report
1

April 30,1987 4/24/87 thru 4/30/87
530

525

520

Brokers 515 / \Price % Chg P/E $ Div % Yld High Low Vol (000) Price % Chg P/E $ Div % Yld High Low Vol (000)
510

Fairmont Flnl Inc AMEX 18.13 0 0 12.5 0.00 0.0 18.13 17.88 141 8
:05

Alexander & Alexander Svcs NYSE 26.25 -2 8 25 2 1.00 3 8 27.00 26.00 863 0
Flreman Fd Corp NYSE 3600 11 124 0.40 11 36.00 35.50 816 9 SOO

Baldwin & Lyons Inc OTC 2100 00 91 020 10 24.00 21.00 15
Fremont Gen Corp OTC 16.25 -6 5 00 0.48 30 16.50 16.00 2383

Corroon & Black Corp NYSE 28.88 -1 3 12 8 0.84 2 9 29.50 28.63 502 9 433
Great West Llfe Assurn Co OTC 700.00 0 0 14 4 18.00 2 6 0.00 0.00 00

Gallagher Arthur J & 00 OTC 19.75 -3 7 15 2 0.40 2 0 19.75 19 50• 1791
Home Group Inc AMEX 21.00 43 73 020 10 21.13 19.75 342 1 400

Hall Frank B & Co Inc NYSE 13.00 00 00 000 00 13.13 12 25* 234 1
Hanover Ins Co OTC 6400 -15 97 072 11 64.50 63.00 67.4 485

Marsh & Mclennan Cos Inc NYSE 61.13 -0 8 16 7 1.90 3 1 61.13 60.00 1,738 6
Harleysville Group Inc OTC 17.00 -4 9 5.5 0.40 2 4 17.50 17.00 27.1 400

Poe & Assoc Inc OTC 13.25 0 0 16 8 0.40 3 0 13.25 13.25 29 Hanford Steam Boller Insptn OTC 62 25 -2 7 14 0 2 00 3 2 62 75 62 00 165 8
..... 17S

Kins City Life Ins OTC 2700 -09 104 096 36 27.00 26.75 24.5
AGENTS/BROKERS AVERAGE 15 0 28

Kemper Corp OTC 33.00 6 5 13.1 0.60 18 33.00 30.25 1.014.1 470 tuut:<55 Uontmfo;Liberty Corp S C NYSE 38.63 0 7 13 6 0.72 1 9 38.75 38.38 56.5

Conglomerates & Holding Cos.
465

..,
Lincoln Natl Corp Ind NYSE 47.38 0 0 10 4 2.16 4 6 47.38 46.13 346 4 460 .R

Mission Ins Group Inc PAC 175 00 00 000 00 4.38 0.69 76 0
Anderson Clayton(Ranger/PanAm) NYSE 65 63 0 0 18.8 0 00 0 0 0.00 0.00 00 155

Monumental Corp OTC 5563 00 188 000 00 55.63 55.63 11
l1

Armco Inc NYSE 1050 50 0.0 000 00 10.88 10.25 1,711 1
OTC

Berkley W R Corp OTC 28.25 1 8 11 8 0.24 0 8 28.25 27.75 356 4 Nac Re Corp 26.75 2 9 41 2 0.00 0 0 26.75 25.50 58 6 450

Nobel Ins Ltd OTC 1450 55 109 037 26 14.50 14.00 61 7 4432#49'f##,09# i;
Berkshire Hathaway Inc Del OTC 3330.00 -2 1 227 8 0.00 0 0 3390 00 3330 00 03

CIGNA Corp NYSE 59.88 15 94 280 47 59.88 58.63 1.033 9
Northwestern Natl Life Ins OTC 2525 15 7.6 096 38 25.50 24.63 584 1

Ohio Cas Corp OTC 4125 51 117 168 41 41.25 39.25 311.7

CNA Flnl Oorp (CNA) NYSE 50.25 0 0 12.5 0.00 0 0 50.75 49.63 302 1
1

Old Rep Intl Corp OTC 24.38 -3 5 10 2 0.80 3 3 24.38 23 75* 296.7
General Re Oorp NYSE 55.25 0 7 20 2 1.00 1 8 55.25 53.50 4,610 1

Orion Cap Corp NYSE 23.00 -4 2 00 076 33 5.50 23.00 78 6
ITT (Hartford Group) NYSE 5550 00 142 100 18 56.13 53.75 5,376 3 Insurance stocks faltered again last week as the
Sears Roebuck & Co (Allstate) NYSE 52.88 -0 7 13 7 2 00 3 8 53.63 52.00 5,237 7 Protective Corp OTC 14.50 -79 9.4 0.70 48 15.75 14 50* 225 7

Transamerlca Brp (Occldental) NYSE 33.38 00 75 176 53 33 38 33 00 954 7 Business insurance stock index dropped 0.8
Provldent Llfe & Acc Ins Co OTC 21.50 3 0 10 0 0.84 3 9 21 63 20 88 320 0

.. points to 4741 on April 30 from 474.9 on April
CONGLOf,ERATES/HOLDING COS AVERAGE

St Paul Cos Inc OTC
81 4 02

4575 83 133 1.76 38 45.75 41.50 1.225 7

SAFECO Corp OTC 53.25 70 99 1.70 32 53.25 49.25 842 9 23. Twenty-seven stocks declined, 25 issues
Scor U S Corp OTC 1350 -18 214 000 0.0 13.75 13.25 78 3

Insurers Selbels Bruce Group Inc OTC 16.00 16 00 080 50 16 25 15.50 59 0 posted gains and 11 were unchanged. The lar-
gest ga,ns were reported by The St. Paul Cos

Aetna life & Cas Co NYSE 57 75 15 88 276 48 57 75 55 88 2,239 4 Selective Ins Group Inc OTC 24.25 2 1 11 2 0.92 3.8 24.25 23.75 84.7

American General Corp NYSE 39 13 5.7 10 9 1 25 3 2 39 13 36 38 2,202.7 Statesman Group Inc OTC 5.13 2 5 5.9 0 05 10 5.25 5 00 195 1 Inc., up 8.3% American Heritage Life Invest-
Amern Heritage Life Invt Co NYSE 45 50 6 6 15 7 1 44 3 2 45 50* 42 75 8 4 Tokio Marine & Fire Ins Co OTC 9063 001018 017 02 90.63 90.63 98 ment Corp, up 6.6%; Kemper Corp., up 65%,
American Indty Finl Corp OTC 1625 -15 00 112 69 17.00 16.25 26.9 Torchmark Corp NYSE 27.75 -3.9 99 120 43 27.88 26.75 1.351 1

American Intl Group Inc NYSE 66 25 1 5 16 4 0 25 0 4 66 50 63 88 2,325 4 Travelers Corp NYSE 44 63 -1.1 10 0 2 28 5.1 45 00 44 00 2.681 7 Washington National Insurance Co., up 5.8%;

Aneco Relns Ltd OTC 225 -21 7 90 000 00 2.88 2.25 19 9 Trenwick Group Inc OTC 1450 00 372 000 00 15.00 14.50 5.6 and American General Corp., up 57% The lar-
Avemco Corp NYSE 41.75 -0 9 15 1 0.50 1 2 41.75 39.88 38 1 United Fire & Cas Co OTC 26 75 -0 9 10 3 0 80 3 0 27.00 26 75 28 6 gest declines were suffered by· Aneco Reinsur-
Business Mini Assurn Co Amer OTC 2588 -33 00 110 43 26.50 25.75 39 4 United States Fid & Gty Co NYSE 38.50 1 0 10 7 2.48 6 4 38.50 37.88 2,168.8

Chubb Corp NYSE 58 75 61 93 168 29 58 75 54 88 1,579 8 Unum Corp NYSE 21.38 -1 7 00 040 19 21 88 21 38• 917 g ance Co. Ltd., down 21 7%, Protective Life
Combined Intl Oorp NYSE 50.25 20 91 240 48 50 25 48 50* 106 0 Uslife Brp NYSE 37.50 -3 2 96 120 32 38.25 37.50 212 4 Corp., down 79%; Tokto Marine & Fire Insur-
Continental 00/p NYSE 44.25 -0 3 12 2 2 60 5 9 44 25 43 13 735 2 Washington Natl Corp NYSE 25 25 5 8 12 0 1 08 4 3 25 25 24 00 45 1 ance Co Ltd , down 7 6%, Zenith National In-
Crown Llfe Ins Q OTC 310.00 0 0 10 7 6.40 2 1 310 00 310 00 0 5 Zenith Natl Ins Corp OTC 19.38 -6 6 14 8 0.80 4 1 20.25 19 38* 231 8

surance Corp., down 66%, and Fremont Gen-
Durham Oorp OTC 4800 -05 161 136 28 49.50 48.00 45

Farmers Group Inc OTC 4350 18 141 120 28 43.75 42.25 2,360 0 INSURANCE OOMPANIES AVERAGE 12 6 26 eral Corp, down 6.5% The 8/ index declined
1.0%, underperforming the market as a whole

System design Altman Informahon ystems
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"Blelp build your propeth, business? 1, perhap sI# I knew your marke#: mal,fbe toe cotdd, ,...

You won't hear that from Zurich-American.What you
will hear are solid ideas on how to help build your
property insurance business.

Zurich-American has special territorial and
account management teams that know about your
marketplace-and know how to help you reach it.
And because we're committed to writing property
business, Zurich-American can help you make the
mostofa wide range of products- from com-
merdal pad<ages to boiler and machinery through
excess property and large lines.

Which is just one more creative approach to
better insurance. And one you can depend on. From
Zurich-American.

ZURICH-AMERICAN

American Creativit¥ Swiss Dependability
ZURICH-AMERICAN INSUIU\1\ICE GROUP

Zurich Insurance Company · American Guarantee and Uability Insurance Company · Schaumburg, IL 60196

A MEMBER OFT}-IE WORLDWIDE ZURICH INSURANCE GROUP


