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A&A settles for $24 million

with ex-Howden auditors

NEW YORK-Alexander & Alex-
ander Services Inc. has collected
$24 million in a settlement of a 3-
year-old suit against four account-
ing firms.

The suit, filed in July 1983, al-
leged breach of contract and negli-
gence against the firms, which had
audited Alexander Howden Group
P.L.C. and its subsidiaries prior to
A&A's 1982 acquisition of Howden

Continued on next page

Coverage suit denied Mead Re sale to cost
parent firm $49 million

for excluding plaintiff

By STEPHEN TARNOFF

PHILADELPHIA-Adding a new wrinkle to toxic tort insurance
coverage litigation, the Pennsylvania Supreme Court says a plain-
tiff suing a DES producer should have been made a party to litiga-
tion between the manufacturer and its insurers.

In Vale Chemical Co. us. Hartford Accident & Indemnity Co., the
state high court ruled that because the plaintiff in the case was not
a party to the coverage lawsuit, the coverage case must be dis-
missed.

As a result of the decision, a Pennsylvania appellate court deci-
sion granting to Vale the triple-trigger theory of coverage-the
broadest theory of coverage--no longer applies to Vale.

In addition, according to some insurance company attorneys, the
Oct. 17 decision casts uncertainty on whether the triple-trigger the-
ory of coverage is any longer the law in Pennsylvania. However,
policyholders note that the Vale decision is only one of the cases
that established the triple-trigger theory of coverage in Pennsylva-
nia.

And, the decision potentially opens the door to more complex
and costly coverage litigation in Pennsylvania and other states if
other courts follow this approach, the attorneys speculated.

So far, however, only in isolated instances have courts concluded
that the plaintiffs must be included in coverage litigation, and in
some cases courts have specifically prohibited plaintiffs from inter-
vening.

Under the triple-trigger theory, which was first handed down in
Keene Corp. us. Insurance Co. of North America in 1981, all of a
policyholder's insurers must defend and indemnify the policy-
holder if they were on the risk at any time a person suing the com-
pany was exposed to the toxic substance; when the disease mani-
fested itself; or during an intermittent latency period.

Vale filed its suit against Hartford and Manufacturers' Casualty
Insurance Co. after a lawsuit was filed against Vale in 1980 by an II-
linois woman suffering from vaginal cancer allegedly caused by
her mother's ingestion of diethylstilbestrol, better known as DES, a
drug that was prescribed to prevent miscarriages.

Continued on page 118

By MEG FLETCHER
and DONNA DIiBLASE

WASHINGTON-Democratic control of

By DOUGLAS McLEOD

DAYTON, Ohio-Mead Corp. plans to withdraw
from the reinsurance business and is negotiating to sell
Mead Reinsurance Corp., the company says.

However, Mead Re will be sold as a "going concern”
and is still writing new and renewal business, ac-
cording to President William A. Enouen.

In an announcement last week, Mead said it would
take a $57 million charge-about $1.84 per share-
against its fourth quarter earnings, $48.7 million of
which relates to the decision to dispose of Mead Re.

Mead-with interests in forest
products and electronic publish- 1
ing-said that losses in the rein-
surance unit had detracted from
improved performance in its
other businesses. The reinsurance
unit lost 13 cents per share
through the first three quarters
of 1986, or about $4 million.

Through the third quarter,
Mead Corp. reported net earnings
of $75.8 million, compared with
$80.3 million in the same period in 1985.

"This is a time when people ought to be investing in
the reinsurance business,” Mr. Enouen said. But for
Mead, reinsurance "is not a strategic business, and
therefore we are not investing.”

Although Mead Re continues to accept reinsurance
submissions, Mr. Enouen conceded that he would be
"very surprised" if business continues to come in at
the same rate.

Mead Re expects to write gross premiums of $40 mil-
lion to $43 million this year, down substantially from
1985 gross premium volume of $89.1 million.

Mead Re gradually has

reinsurance market since
1985, when its Best's rating
dropped to'not assigned.’

less active in the reinsurance market since 1985, when
its rating by A.M. Best Co. dropped to "not assigned"
from A. The "not assigned" rating resulted from the
large volume of business Mead Re ceded to unauth-
orized reinsurers.

Roughly half-$31.7 million-of the total $64.2 mil-
lion recoverable by Mead Re from unauthorized rein-
surers at year-end relates to a portfolio transfer to
Pinnacle Reinsurance Co. Ltd. in Bermuda, according
to Mead Re's annual statement.

In 1985, Mead Re reported a cumulative gain of $15.7
million to its policyholders surplus as a result of the
Pinnacle deal. Policyholder sur-
plus at year-end 1985 totaled
$23.4 million.

However, Mead Re intends to
“"undo” the portfolio transfer,
and a portion of the $48.7 million
fourth-quarter charge relates to
the expected underwriting loss
that will result from this action,
Mr. Enouen said. He declined to

become less active in the

- say how much of the charge will
cover such losses.

The principal reason for reversing the transaction,
Mr. Enouen explained, is to remove the large unauth-
orized reinsurance recoverables from Mead Re's con-
vention statement.

"It's been a negative for us with Best and it's been a
negative in other ways," he observed.

Mr. Enocouen added that he thinks the transaction
will make Mead Re a more attractive company.

"When Mead gets finished with this transaction, we
will have a company with very clean surplus," he said.
"We think (Mead Re) is in far better shape than it was
in 1984."
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Senate shift could kill product liability bill

'He is a great believer in the congressional
process,"” Mr. Cheek explained.

In addition, the Chamber's Mr. Staton pre-
dicted an increased push in the Senate to

'the U.S. Senate could kill chances for ap-
proval of federal product liability reform
legislation, Washington observers say.

The 55-45 Senate majority won by Demo-
crats in last week’'s elections also could
change the outlook for other issues affecting
,risk and employee benefit managers, the ob-
servers say.

Meanwhile, tort reform advocates batted
.500 in state elections last week. Arizona
voters defeated a constitutional amendment
that would have allowed state legislators to
enact several types of tort reforms, while
Montana residents approved a similar con-
stitutional amendment.

On Capitol Hill, the expected ascension of
Sen. Ernest Hollings, D-S.C., to the chair of
the Senate Commerce Committee is likely to
deal a crippling blow to chances for federal
product liability reform.

"I don't think we will see any legislation
relating to tort reform or product liability
coming out of his committee, period," said
Mick Staton, manager of political action
programs for the U.S. Chamber of Com-
Inerce.

The Commerce Committee, under the lead-
ership of Republican Chairman John Dan-
forth of Missouri, approved a comprehensive
product liability reform bill during this
year's session. However, that bill was pulled
from consideration by the full Senate in late
September after opponents of the measure,
led by Sen. Hollings, vowed to filibuster (BI,
Oct. 6).

O O

Product liability reform has never been
seriously considered by the House of Repre-
sentatives, which remained in Democratic
hands after last week's election.

"l think it is safe to say (Democratic con-
trol) considerably diminishes the chances of
enacting a product liability reform bill,"
said Les Cheek, vp-federal affairs at Crum &
Forster.

However, "l don't say it entirely eliminates
it," he added, explaining that he believes Mr.
Hollings-despite his opposition to product
liability reform-will not exercise his pre-
rogative as committee chairman to block the
measure by refusing to hold hearings.

challenge the McCarran-Ferguson Act,
which leaves primary regulation of the in-
surance industry to the states.

Democratic senators, including Paul
Simon of lllinois, have proposed amending
McCarran-Ferguson so that property/ca-
sualty insurers would lose much of their
immunity from federal antitrust law (B,
Feb. 24).

"l think McCarran-Ferguson will be a sig-
nificant issue in the next Congress," Mr.
Cheek said. "There is more of a pro-regula-
tion attitude on the part of Democrats, com-
pared with Republicans."

However, he predicted Congress will find
it too complex and too expensive to devise a
federal alternative to state regulation of in-
surance. "It is much too much of an issue to
bite off,” he contended.

Continued on page 113
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A&A, Howden auditors settle

Continued from previous page

(BI, Aug 1, 1983) Howden was found to be worth $40 million less
than A&A paid And, its underwriting units have cost A&A addi-
tional losses, including a $16 6 million charge in the third quarter

setflement, dé Paufa Turner Lake & Co contributed 35 milion and

Peat Marwick Mitchell & Co Bermuda contributed $4 8 million,
AE&A said

Carl D Ligglo, general counsel for Arthur Young McClelland
Moore & Co, the fourth defendant, said Arthur Young "paid no
money in connection with claims against it " Arthur Young was
named in the suit because It had acquired the practice of Josolyne
Layton-Bennett, which had been Howden's auditor The $ 14 2 mil-
lion was paid on behalf of Josolyne Layton-Bennett's professional
liability insurers, led by a Lloyd's of London syndicates, he added

Peat Marwick's portion of the settlement will also be paid by ItS
insurers, said a spokesman

Manville exceeds target

DENVER-Manville Corp Says it has reached insurance settle-
ments of more than $730 million with 27 of the 29 parties it sued kn
1980 in California Superior Court in San Francisco

A Manville spokesman said that, assuming there IS a mid-1987
consummation of the reorganization plan, the present value of the
settlements is approximately $618 million Manville must contrib-
ute $615 million in present-value insurance proceeds to a $2 5
billion reorganization plan that will allow it to emerge from Chap-
ter 11 bankruptcy, the company said last week

The additional $3 million will go to into a trust fund to pay
asbestos property damage claims, the spokesman said

A hearing 15 set for Nov 19 in which U S Bankruptcy Court
Judge Burton R Lifland will review the settlements

The two insurers that have not settled are Continental Casualty
Co and Columbia Casualty Co , both CNA Financial Corp units

Florida court to hear challenge

TALLAHASSEE, Fla -The Florida Supreme Court will hear ar-
guments on the constitutionality of Florida's controversial tort re-
form and insurance rating regulation law

And, last week, the court extended until Dec 1 the provisions of a
temporary injunction that, among other things, prevents the state
insurance commissioner from exercising his new power under the
law to create a joint underwriting association (Bl, Nov 3)

New D&O captive

NEW YORK-Twelve mutual life insurance companies are creat-
ing a directors and officers liability insurer, Sargasso Mutual In-
surance Co Ltd , based in Bermuda

The insurers are MONY Financial Services, Massachusetts Mu-
tual Life Insurance Co , New York Life Insurance Co, Northwest-
ern Mutual Life Insurance Co, The New England, The Guardian,
Home Life Insurance Co, Mutual of America Life Insurance Co,
National Life of Vermont, Pacific Mutual Life Insurance Co , Penn
Mutual Life Insurance Co and The Principal Financial Group

Sargasso is managed by Johnson & Higgins (Bermuda) Ltd

Each member company invested about $500,000 in Sargasso, and
was required to issue a $1 million finance agreement

First-year premiums are expected to average about $250,000 for
the maximum available primary or excess coverage of $15 million,
which will be issued on a claims-made basis

Membership is open to U S and Canadian mutual life insurers
with at least $500 miillion in assets and to certain of their subsi-
diaries, according to A Peter Quinn Jr, president of Sargasso
and executive vp and general counsel of Massachusetts Mutual

New excess capacity in Europe

LONDON-American International Group Inc IS forming a new
company to provide excess worldwide general liability coverage to
European multinationals that purchase the company's shares

European American Excess Reinsurance will offer up to 462,500
shares of capital stock through a private placement The offering,
which will include two classes of stock, will not take place unless
$100 million in shares are subscribed for and purchased Shares
may not be offered or transferred to U S corporations

European American will offer general liability limits of up to $10
million per occurrence excess of $5 million per occurrence

A spokesman for Salomon Brothers International Ltd , which will
act as placement agent, said a startup date could be January 1987

UNAT-Re, an indirect AIG subsidiary in Belgium, will provide -

administrative, underwriting and other services to the company
AIG, through a wholly owned subsidiary, will invest $5 million

Two NYIE units found insolvent

NEW YORK-The New York Insurance Department has filed pe-
titions for two New York Insurance Exchange syndicates to show
cause why they should not be liquidated

The show-cause orders were filed Oct 31 in New York State
Supreme Court in Manhattan against The Burt Syndicate Inc and
The First New York Syndicate Corp, both managed by W J Burt
Management Inc

Burt Syndicate is wholly owned by Ormond Re Group in Ormond
Beach, Fla First New York Syndicate IS owned by eight U S and
foreign insurers (BI, Sept 1)

An Insurance Department examination in April found Burt Syn-
dicate insolvent by $3 2 million as of Dec 31, 1985, and First
New York insolvent by $25 million as of the same date, an Insur-
ance Department spokesman said

California high court allows
limited reading of Prop 51

By ROBERT A. FINLAYSON

causes of action that arose after the initiative went
into effect on June 4

SAN FRANCISCO-Proposition 51 will not apply Defense attorneys m the state have argued that the
retroactnrely to causes of action that arose before the voters intended for the initiative to take affective lin-

hallot initiative became law foIIow_in\% the California mediatelx Plaintiff attorneys argued that the initia-'
Supre t

me Court's decision not to review such a ruling tive does n agcljress the issde ant that new laws nor-
by an appellate court mally are not held to be retroactive unless they specifi-
The high court's 4-3 decision on Oct 30 not to review cally state that they are to be
the 1st District Court of Appeals' ruling means that the Siding with the plaintiff attorneys, the 1st District
appellate court's d€cision continues to be the control- Court of Appeal said the initiative language does not
ling decision in the state's trial courts specifically state that it is to be retroactively applied
Thousands of ciF 11 lawsuits pending in Cali fornia to pending cases, and, therefore cannot be
trial courts could be affected by the decision 'While it clearly applied prospectively to causes of
It means that defendants in those cases could be held action arising after its passage, the act contains no
liable for millions of dollars in non-economic damages express provision for retroactive application to pend-
that they would not have had to pay if Proposition 51 ing cases based on causes of action which had already
were held to apply to all pending Civil suits accrued prior to its effective data," the appeals court
Proposition 51, which was overwhelmingly approved ruled
by voters in June, eliminates the application of Joint Defense attorneys in the Russell case argued that
and several liability to non-economic damages in voters wanted Proposition 51 applied to pending cases
third-party lawsuits so the benefit of the new law would not be delayed for
In addition to refusing to review a Sept 19 decision several years
by the appellate court in James Russell us Asbestos But the appellate court disagreed "The prospective-
Cia:ms Faczlity, the high court also sent back to the only application of Proposition 51 would satisfy arl
appellate court in Los Angeles for reconsideration two electoral intent for immediate relief of the public en-
Superior Court decisions on Proposition 51 that con- tity 'deep-pocket’' insurance crisis, and would not ,
flicted with the Russell decision (BI, Aug 18, Sept delay the curative effect of the act until some 'remote
29) future time," the appellate court ruled
And, the high co Irt instructed the Los Angeles ap- The appellate court also re}ected the defense attor-
pellate court to see the Russell decision neys' argument that Proposition 51 is a procedural
The controversy that has surrounded Proposition 51 change, not a substantive change in legal liability, and,
centers on the question of whether California voters therefore, can be applied retroactively
intended the initiative to apply immediately to all liti- "Given the reduction of the defendant's liability ex-
gation pending in the state's trial courts or only to Continued on page 117

Bi covers Analyst's report sends

worldwide insurer stocks tumbling
meetings

The Nov 24 issue of Busz-

By JUDY GREENWALD

NEW YORK-Property/casualty insurance stock prices dropped last
week after Morgan Stanley & Co Inc changed ItS recommendations on
several issues from "buy" to "hold "

ness Insurance, our annual
report on multinational in-
surance programs, will in-
clude full reports on two in-
ternational risk management

Allerton Cushman Jr , vp and analyst at Morgan Stanley, sees a return
to insurer price competition and told Business Insurance, "I am feeling
uneasy" about optimism underlying 1987 profit estimates

But several other stock analysts disagree, including Gloria VVogel, vp at
Legg Mason Wood Walker Inc in New York "I don't see companies com-
1ng in and fighting each other and slashing each other to get the busi-
ness,"” she said "I don't see a very quick return to the competitive
pressures we had in the last cycle "

Ms Vogel said Morgan Stanley's "hold" recommendations drove down
Publisher Alfred Malecki stock prices because "you have a lot of nervous money managers out there
and Editor Kathryn J Mcln- today " When stocks have been profitable for a while, "sometimes you Just
tyre need something to set you off "

Morgan Stanley changed ItS recommendations Oct 31 from buy to
hold for Aetna Life & Casualty Co, American International Group,

meetings

The Asia/Pacific Risk &
Insurance Management So-
clety Conference, which was
held late last month in Sing-
apore, was attended by Bl

The Management Center
Europe Risk Management
Conference, which was held
in Salzburg, Austria, last

Chubb Corp, CNA Financial Corp and General Reinsurance Co Aetna's
stock price dropped to $55 75 on Nov 5 from $57 on Oct 30, AIG dropped
month, was attended by to $118 75 from $127 50, Chubb fell to $65 from $69 875, CNA dropped to
London Editor Stacy Sha- $53 75 from $55 25 and Gen Re dropped to $53 625 from $56 50
piro Even stocks recommended by Morgan Stanley dropped m pnce, mdud-

The Business Insurance ing American General Corp, which dropped to $3825 on Nov 5 from
$39 625 on Oct 30, and broker Marsh & McLennan Cos Inc, which
dropped to $65 from $68 625

Mr Allerton also recommends investing in CIGNA Corp, which
dropped to $5425 on Nov 5 from $5525 Oct 30, and Travelers Corp,
which dropped to $43875 from $4425 Mr Cushman's fellow analyst at
Morgan Stanley, Norman L Rosenthal, remains enthusiastic about St
Paul Cos , which dropped to $38 25 from $40 25

multinational Insurance
spotlight report also will in-
clude profiles of the multin-
ational propert,/casualty in-

surance and employee
benefit networks

inside
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Reinsurers need more funds

By DOUGLAS McLEOD

Although public stock offenngs, private place- voluntary withdrawals from the market and the

ments and parent comrany cash contributions strengthening of reserves for losses and uncol-

The U S property/casualty reinsurance indus- have poured nearly $1 bi C .
try, already this year the beneficiary of a large U S property/casualty reinsurers this year, at Meanwhile, the market for new
capital infusion, will need to boost ts surplus least that much more may be needed before ade- sualty issues has slowed in recent weeks.
stll further betore any dent IS made In t guate capacity is restored and some softening of Signs of the slowdown include the temporary
the casualty market occurs, observers say

e ca-
pacity crunch, industry observers say

he new money went
: - « Drooertv/casualtv rensurers «s,noe Jan, 1

Company Aunt Date Poncyholders surplus as of Sept 30

General Re' $3216 million 2/86 $1.603.7 million'

Skandia’ 100.0 million o9/86 250.0 millione

Putnam Re* 98.9 million 6/86 98.9 millions

Trenwick’ 81.8 million 6/86 109.0 million’

Scor Re’ 513 million 10/86 39.0 million’

NAC Re' 50.2 million 6/86 111.9 million'

Kemper Re’' 50.0 million 4/86 220.5 million

National Rei 50.0 million 2/86 130.8 millions

N. American Re’ 50.0Omlillon
28.0 million
United Republic’' 25.0mlillon
U.S. Facilities'

3/86 376.6 millions

NWNL Re4 6/86 45.0 millions

7/86 24.8 million

24.0 million’ 11/86 3.0 million"

Piedmont Mgr no million, IUA 45.8 million

MONY Re* 15.0 million 12/86 22.7 millions’

1 Paserwoor*1134/tion 2 Public oftering 3 pdjmc dlenng notcompleted 4 Alvate placerneri ® suiplus as 013une 30

, € Bl e*rrwan ' Suous 01 scepityicas* 9*89#lii * m—w = #< ——

a i pacity lost through insolvencies,

ion Into the coffers of lectable retrocessions by active reinsurers
property/ca-

withdrawal of one new issue-U S International

Much of the industry's new Re Inc,the holding company for The Home Rein-
money has gone to established surance Co -and declines in the offering prices
reinsurers, largely to support re- of three other issues
newals of existing business at While analysts note that this reflects a general |
higher rates, sources report weakening of the stock market and is not pecu- o

In other cases, contributions to liar to reinsurance issues, they also note that the )
surplus have only offset the bol- bull market for such Issues probably IS past and
stering of loss reserves for bum- that future issues will be tougher sells.
ness written in prior years "I would not say that the window is totally

Overall, the new reinsurer sur- closed if you have a company of high quality
plus created this year probably with a (track) record,"” said June Hoffer, an ana-
falls short of the industry's esti- lyst with Prudential-Bache Securities in New
nnated reserve deficiencies York "But it's more difficult

Some of the capital-notably By far, the largest public offering by a reinsur-
that contributed to new or reca- ance holding company this year was that of Gen-
pitalized reinsurers-is creating eral Re Corp (see chart) The offering-the pro-
new capacity, but this amounts to ceeds of which went primarily to General
"nickels and dimes" compared Reinsurance Corp, a property/casualty subsidl-
with the market's total capacity ary-netted
shortfall, sources say reinsurance public issues combined.

And, this new capacity proba- Most of the money raised in public offerings- 6 .
bly has not kept pace with the ca- even if General Re is excluded-has gone to es- s
Continued on next page 4-

Reinsurance brokers growing

By KATHRYN J. McINTYRE

Despite some accounts lost in the capacity- i
tight and high-priced reinsurance market, most 1 Company
of the 10 largest U S -based reinsurance brokers [ (Parent)
are reporting continued strong revenue growth

this year, followmg stellar growth in 1985
Growth rates exceeded 20% for all but one of

the 10 largest brokers based on 1985 revenues, * Sullivan Payne Co.

which mclude commissions and fees and invest-
ment income earned on premiums held before s
payment to remsurers (see chart)
The revenue increases, earned on rising rem- 16 (Pannership
surance premiums and new business, could have Towers, Perrin,

Guy Carpenter & Co. Inc.
(Marsh & McLennan Cos. Inc.)

M) T7:725A1"J*Rid.| Flgl +7me iz <a7711.4.022

Gross revenues (in mmions) Employees

1985 1984 Change 1985 1984 Change 1985 1984

$2001 $155' 2996" 1,258 1.200 4.896 8596 8520

been more dramatic if the reinsyr_ance mterme- (Employee-owned)

diaries had not lost business due to

e Ce(ling companies' decisions to increase
their net retentions because rate hikes had made
business potentially more profitable and raise
their excess-of-loss retentions to control the cost

of reinsurance.

* Reductions in capacity, making some busi- Willcox Inc. Reinsurance Intermediaries 22-23' 18-20'

ness impossible to place.

O An increase in the amount of business writ- ia
ten by direct-writing reinsurance companies

"The amount of reinsurance ceded was signifi-
cantly less and there was less of market to write
the business, especially casualty,”" observes Ber-

nard D Berry, vice chairman and chief executive

33.3 35 400 338 18.3 85 85
(E.W.Payne Cos. Ltd /SedgwickGrp.PLC.)
r E.W. Blanch Co. Ltd. Partnership a1’ 31 32 296 232 27.6 99 o8
&orster & Croshy Inc. a1 23 as1 266 235 132 80 80
4 G.L Hodson & Son Inc. 23 2F a5 192 193 855 85.7
(Corroon & Black Corp.)
Intere Intermediaries Inc. 22-241 18-20° 25 202 189 6.9 100 100
(Senior staff and profit-sharing fund)
22 125 115 8.7 o8 o8
(Johnson&Higgins and Willis Faber P.L.C.)
PA Thomas A Greene & Co. Inc. 21 16 31.3 190 1932 -1.6 90 84
(Alexander & Alexander Servmes inc)
RFC Intermediaries Inc. 17.2 13.52 sA 218 234 -6.8 as 54
(The St. Paul Cos. Inc.)
Reinsurance Agency Inc. 16-17' 10-11" 55° 60 53 13.2 75 85

of Towers, Pernn, Forster & Crosby Inc 's rein-
surance division

Brokers accept losing business because the Source m Survey
price is too high or there is no market, but they
rally against losing business to direct-writing

reinsurers

(Pnvately held)

1 2
81 e*mate Restated

Chan. Amy Pairnor

General Re, for example, increased its net pre- premiums

Direct writers-including General Reinsurance miums wntten 48.9% in 1985 to $1.6 billion And, "Our percentage of facultative business has h k
Corp, Employers Reinsurance Corp, American in lust the first six months of 1986, Gen Re's net dropped every year because the broker reinsur-

Re-Insurance Co, North American Reinsurance premiums totaled $1 2 billion

Corp. Munich Reinsurance Co and National Re-

ance market is just not there for facultative,”

American Re's net premiums written increased comments Thomas A Greene, president of

Insurance Corp -have all grown, some dramati- 65 4% in 1985 to $730 2 million, and in the first Thomas A. Greene & Co Inc

cally, in 1985 and in the first half of 1986

Tort reform
repercussions

Tort reforms will not lead to Reinsurers will pay more

until the reforms have

passed court tests, banks to capitalize their

reinsurers say. See page 52. LOCs. See page 32.

R R - B |

" %It? 4'A,

six months of 1986, it wrote $454 5 million in net

New banking rules Should reinsurers
may hike LOC rates make offsets?

loggerheads overthe issue back up their insurers,
of offsets. See page 48.

Continued on page 12

Keeping tabs Reinsurance

on reinsurers arbitration

As more insurers become Risk managers should keep Arbitration is falling short
increased market capacity for letters of credit if federal insolvent, liquidators and

rules take effect requiring reinsurers are coming to

an eye on the financial of its goal of providing a
condition of reinsurers that quick and inexpensive way
to resolve disputes,

experts say. See page 37. experts say. See page 24.
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New capital

Continued from previous page
tablished reinsurers, including
Scor Reinsurance Co., Trenwick
America Reinsurance Corp and
Piedmont Management Co. Inc.,
holding company for Reinsurance
Corp. of New York.

One public issue-by U.S. Facili-
ties Inc.-will allow Massachusetts
Plate Glass Insurance Co., a U.S.
Facilities unit, to enter the reinsur-
ance business.

Private placements have in-
cluded one for a newly formed ca-
sualty reinsurer, Putnam Reinsur-
ance Co., and one for an existing
reinsurer, NWNL Reinsurance Co.

Meanwhile, several other estab-
lished reinsurers have received
cash infusions from their parents.

Several of the reinsurers receiv-
ing new funds-including General
Re, NWNL, Skandia America Rein-
surance Co., Trenwick, Scor Re
and MONY Reinsurance Corp.-

YouRdependent|
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say the new money will allow them
to write more new business in ad-

dition to higher-priced renewals,
or to increase their net retentions.

Others-including Kemper Rein-
surance Co. and National Reinsur-
ance Corp.-say the money will be
exhausted by higher premiums on
renewals of existing business.

Most of the reinsurers, including
General Re, report that the new
money will be used up on new or
renewal business by the end of this
year or early next year.

Meanwhile, one reinsurer-
North American Reinsurance Corp.
-received a $50 million surplus
loan from its parent to offset an
earlier transfer of $50 million to
North American’'s loss reserves.

Despite the creation of some ad-
ditional capacity at some of these
companies, the new money has had
little effect on the reinsurance
market, most reinsurance execu-

tives and analysts agree.
1l don't think we have a

groundswell of new money coming
in to create tons of new capacity,"
observed Ward B. Gordon, chair-
man and chief executive officer of
Intere Intermediaries Inc.

"I don't see it creating any new
capacity,"” said Leonard J. Mere-
dith Jr., chairman and chief ex-
ecutive officer of NWNL. Mr.
Meredith added that exceptions to
this rule are the handful of newly
formed reinsurers that are unen-
cumbered by prior years' losses.

"But the aggregate of the excep-
tions is not a big number. The vast
majority (of new money) is to boost
reserves or to cover writings that
they have already committed to.
We are talking about nickels and
dimes against the total.”

Assuming a 10% deficiency in in-
dustrywide reserves-or about $1.4
billion on year-end 1985 reserves
of $14.7 billion-this year's infu-
sions are not keeping up with the

surplus drain of past losses, ob-
served Leandro S. Galban Jr., a

vp with Donaldson, Lufkin &
Jenrette Securities Corp.

Excluding the General Re issue,
"this industry could have raised
two to three times the amount of
capital it has raised and still be
about even without making much
headway in the capital problem,"
Mr. Galban said.

Compounding the draining effect
of reserve shortfalls is the loss of
capacity through reinsurer insol-
vencies or companies withdrawing
from the market.

"What you can't measure is the
people who have gone out the back
" said David Seifer, vp with
First Boston Corp.

Estimating that $1.5 billion in
new capital has come into the rein-

door.

surance market since the beginning
of 1985, Mr. Seifer said he suspects
that at least an equal amount has
been lost.

"It's got to be at least $1.5
billion, because prices are not
coming down," he observed.

Here's WhOOOAn agent who

works for one company can only offer you

the policies that his company sells. An Independent
Insurance Agent represents several companies.

So your Independent Agent can help you select

the right coverage at the right price because there

are more policies from which to choose.

The evidence is clear.

THE MORE-THAN-ONE-COMPANY INSURANCE AGENT.

You'll find the Independent hsurance Agent nearest you in the Yet,ow Pages

Reinsurers report that while
property reinsurance price in-
creases have leveled-and in some
cases dropped-asualty prices re-
main firm.

“"No new capital coming in is
going to add enough capacity to
cause serious erosion of rates,”
said Jared J. Cummins, president
of MONY Re.

Myron M. Picoult, a senior vp
with Oppenheimer & Co. in New
York, also notes that the surplus
contributions are not keeping pace
with the tremendous growth in re-
insurance premium volume
brought on by skyrocketing prop-
erty/casualty rates.

If industrywide reinsurance pre-
miums grow to $17.1 billion by
year-end 1987 from $10.1 billion
at year-end 1985, the industry
would need new surplus of $3.5
billion to cover the increased vol-
ume at a 2-to-1 premium-to-sur-
plus ratio, Mr. Picoult explained.

"You haven't raised $3.5 billion
in the reinsurance area. What
you've raised is one-third of that,”
he said.

But reinsurers’ ability to raise
capital with new stock issues may
be curtailed, at least temporarily,
by the weakening market.

The Home Insurance Co. recently

withdrew an issue of 5 million

common shares of its subsidiary,
U.S. International Re. The Home
had hoped to raise $105 million to
$125 million-all of which would
have been contributed to Home
Re's surplus-but could not sell the
issue at the $21 to $25 per share
target offering price.

"We have pulled the offer back
and are waiting for a more favor-
able market,” a Home spokesman
said.

Three other companies have had
to reduce--or consider reducing-
their offering prices:

* Scor U.S. Corp. had expected
to raise $78 million with an offer-
ing of 4 million common shares
but was able to raise only $53.2
million on a net basis after under-
writing discounts and expenses.

The Scor sharessold for $14.50
instead of the initial target price of
$21, and the company's Paris-
based parent held back a second-
ary offering of 200,000 shares be-
cause the market was too weak,
according to Daniel E. Schmidt 1V,
vp, general counsel and secretary.

Scor U.S. contributed $52.3 mil-
lion of the proceeds to Scor Re last
month, about $15 million less than
Scor U.S. initially had planned to
contribute, Mr. Schmidt said.

- Phoenix Re Corp. is renego-
tiating the $19 to $21 per share
target price on its offering of 1.8
million common shares, according
to Carole A. Masters, an attorney
with Phoenix Mutual Life Insur-
ance Co. of Hartford, Conn., Phoe-
nix Re's parent.

Proceeds from the sale would be
used to support Phoenix Re's cur-
rent business as well as possible
expansion into new lines of rein-
surance, according to the prelimi-
nary prospectus. Phoenix Re was
formed in July to take over the re-
insurance business of Phoenix
General Insurance Co., another
Phoenix Mutual unit.

Ms. Masters would not comment
on a revised target price for the
issue.

- Re Capital Corp., which last
week sold 3 million shares for
$14.50 per share. The company had
originally hoped to sell the shares
for $19-%$21 per share. The pro-
ceeds of the sale-approximately
$43.5 million-are to be contri-
buted mainly to the capital and
surplus of Re Capital Reinsurance
Corp., incorporated earlier this
year with $25 million in capital.

Mr. Galban noted that the equity
market is "getting tired of new
issues generally."” As this happens,
the market becomes -more dis-
criminating,” looking for higher-
quality issues that are "well-

Continued on page 6



The good news is, Amcii_ins are
living longer than everbefore.

The bad news is, manyolderAmeri-

cans are not finandallyprepared for a
longer life.

manypeople now live into their 80's
or even 90's. But as they live longer,
many face the prospectof needing long

term medical assistance such as nursing
home care.
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have to dread the financial prospects of NWNL Group jir, 4 es each ofthese
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These needs can quickly deplete a
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after aperson has exhausted his or her
personal savings.
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New capital

Continued from page 4
priced,"” he added.

While last year's reinsurance
issues commanded hefty prices,

"the market just is not willing to
pay those types of premiums any
more," he said.

Reinsurers that expect to reap
big underwriting profits c,n newly
raised capital should not wait
much longer to go to the equity
market, observers say.

"The guy who says, 'Let's get
started in a year or two' may find
that the bestreturns have been
picked over," said William Potvin,
a partner with Touche Ross & Co.
"The good investments are going to
be the ones that are already in
place or that are going to be in
place sooner rather than later.”

General Re completed its latest
public offering in February, and
the proceeds will be "fully em-
ployed"” in the writing of new and

Save Time And Avoid Mistakes When Using
The New CGL And Umbrella Policies

—tl

A manual that will

6 never gather dust. -

You are faced with an enormous task in the day;

ay handling of the new occurrence d
claims-made CGL forms. Add to it the even bigger
challenge of understanding, comparing, and coor-

dinating the new umbrella policies.
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Commercial Liability Insurance Will
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renewal business by year-end, said
Ronald Anderson, vp-finance.

Another stock offering com-
pleted in June 1985 brought Gen-
eral Re $278.7 million, all but $25
million of which went to its prop-
erty/casualty unit and all of which
had been absorbed by year-end
1985, Mr. Anderson said.

The total $601.3 miillion in new
capital has supported not only ris-
ing prices on existing business but
the addition of new "exposure
units,” he said.

Skandia America will take two
to three years to fully leverage the
$100 miillion contribution it re-
ceived from its parent, according
to James F. Dowd, president and
chief executive officer.

Mr. Dowd added the money wiill
allow for an increase in Skandia's
per-risk capacity, though he de-
clined to provide details. The num-
ber of risks Skandia writes will not
rise significantly, but it will take a
larger share of each risk, he .ex-
plained.

Putnam Re was formed earlier r

this year by American Interna-
tional Group Inc., Transatlantic
Reinsurance Co. and four other in-
vestors (BI, July 28). The reinsurer,
with $98.9 million in surplus, is
writing excess-of-loss casualty
treaty business and casualty facul-
tative risks.

Trenwick Group Inc. received

net proceeds of $81.8 million from
the sale of 3.3 million common

shares and an overallotment of
495,000 shares in June. About $60
million is being contributed to
Trenwick America Re, which now
has surplus of about $109 million,
said Angus Robinson Jr., president
and chief operating officer.

The capital will be used to "sup- ,

port" current business and an anti-
cipated expansion, Mr. Robinson
said. Trenwick America Re has
written primarily casualty and
property facultative risks and cap-
tive specialty programs, though it
established a treaty underwriting
department in July.

Scor Re plans to use the $52.3
million proceeds from its offering
to support an increase in its net re-
tained writings, said Mr. Schmidt,
who added Scor Re's retention will
expand to 85% of gross premiums
from less than 50%.

NAC Re Corp. recently received
net proceeds of $50.2 million from
an offering of convertible deben-
tures. About $35 miillion of this has
been contributed to the surplus of
North American Co. for Property
& Casualty Insurance, whose sur-
plus now stands at $111.9 million,
said Ronald L. Bornhuetter, presi-
dent and chief executive officer.

The new capital will support re-
newal business and "a substantial
amount” of new business, he said.

Kemper Re received a $50 mil-
lion share of the proceeds of a
stock offering by parent Kemper
Corp. earlier this year, the "pre-
ponderance” of which will be used
to support existing business at
higher rates, a Kemper spokesman
said. Kemper Re-which had also
received a $50 million cash infu-
sion in April 1985-has surplus of
about $220.5 million.

A $50 miillion contribution to
National Re by its parent, Lincoln
National Corp., also will be used
"essentially for existing business
that was on our books that has
grown substantially,” including
new treaties for existing clients,
according to William D. Warren,
chairman and president.

NWNL, a unit of Northwestern
National Life Insurance Co., will
use the $28 million net proceeds
from the private placement of
common shares to support new
business as well as renewals.

NWNL, now with about $45 mil-
lion in surplus, expects to write
150 contracts with 40 ceding insur-
ers, compared with the current 80
to 90 contracts with 20 ceding in-
surers, according to Mr. Meredith.

Continued on page 10
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Broker market should take heed

ROKER REINSURANGE markets,should heed

concerned about the loss of business to direct-writ-
ing reinsurance companies.

While the broker reinsurance markets are not in
danger of going out of business-and neither are
reinsurance intermediaries-the broker-market
reinsurers should consider the brokers' complaints
about their business practices as an early warning
of trouble in their sphere of the reinsurance market
and take quick action to resolve the problems.

Many reinsurance brokers expect the coming re-
insurance renewal season to be less chaotic than
year-end 1985, but it's also clear that there still
is not enough reinsurance capacity to meet de-
mands. It's critical that both the direct-writing
and the broker-market reinsurers act responsively
and responsibly to fulfill the needs of ceding com-
panies that provide coverage to U.S. businesses,
governments and institutions.

To improve their responsiveness in this capacity-
short marketplace, management of each broker re-
insurance market should analyze its company's op-
erations to determine if the complaints raised by
reinsurance intermediaries apply to them.

e Complaint: Broker-market reinsurers are tak-
ing too long to pay claims compared with the re-
sponse time of direct reinsurance writers.

The broker-market reinsurers should not be
slower than direct writers in responding to claims
payments. One reinsurance brokerage executive
noted that the response of the broker-market rein-
surers is "the ceding companies took their time

getting the premium to us. They can wait for claims
payments.” That is hardly professional.

e Complaint: Broker-market reinsurers lack de-
finitive business plans that establish what kind
of business they want to write. We can understand
that at year-end 1985, when reinsurance un-
derwriters were pulling out of lines of business to
cull their books of loss-making programs, brokers
were having a difficult time figuring out who
wanted to write what-if anything.

But, the brokers say some reinsurance markets
didn't know themselves what they wanted to un-
derwrite. This renewal season, there's no excuse
for any reinsurer to lack a business plan that
clearly defines what lines of business it wants to
write. And, that plan should be clearly communi-
cated to the brokers.

e Complaint: The broker-market reinsurers
can't agree on contract wordings. Certainly retro-
cessionaires contributed to this problem, but they
can't be stuck with all the blame. We urge retro-
cessionaires and reinsurers this renewal season to
bring consistency back in contract wording.

It cannot be overlooked-as it appears the bro-
kers have-that the direct-writing reinsurers have
been able to increase market share partly because
they have acquired the mon ay to absorb much more
premium volume. But, the broker-market rein-
surers should not seize on this fact as the sole rea-
son there's been a rush to the direct writers.

Brokers do not like to criticize their markets.
That the brokers did so underscores how serious

they consider the problems.

letters

Brokers should have to prove their Value added'

To the editor: Lawrence Bell in the Oct.
13 issue asked in this column why risk
management consultants don't expand
their insurance marketing services. We'd
like to. Unfortunately, most insurers
won't deal directly with the policyholder
or the policyholder's chosen representa-
tive-this despite potential savings of 5%
to 20% in acquisition costs.

The only explanations seem the usual
ones for the insurance industry: inertia,
slavery to tradition and fear of offending
the "producers,” who are themselves in-

CBS risk manager
sets record straight

To the editor: The article regarding
CBS Inc. and its position on libel insur-
ance coverage (BI, Oct. 27) is filled with
incorrect information:

« Cost was not the major reason "CBS
canceled libel cover." The scope of cover-
age sought was not available.

= CNA Insurance Cos. insured the risk

several years ago and was not the recent
insurer.

e The cost of the umbrella policy is in-
correct-by several million dollars.

Dennis F. D'Oca

Vp-Risk management, Finance

CBS Inc.

New York

 Editor's note. The first two points Of

information were provided by a CBS pub-

lic relations person. The third point was

taken from an earlier Bl story that was

incorrect.

Business Insurance welcomes let-
ten from its readers. Please keep
your comments as brief as possibte.
We reserve the right to edit letters
for clarity or space. We will not
publish unsigned Letters. Send your
comments to Letters to the Editor,
Business Insurance, 740 N, Rush
St., Chicago, Ill., 60611.

novating to serve their clients (and retain
their revenues) even to the point of uti-
lizing direct-writing markets.

On the other hand, why should insurers
listen to cries in the wilderness like Mr.
Bell's? How many risk managers are will-
ing to give up annual trips to London,
RIMS dinner invitations and other "bro-

ker-paid" favors in order to buck the sys-
tenn?

We aren't suggesting that consultants
can or should replace the conventional
marketing mechanism. To the contrary,
whatever other services they provide,

brokers are the true marketing experts
with contact networks to reach markets

Picoult formula should

To the editor: We always benefit from
reading the well-prepared articles by
Myron M. Picoult, who seems to under-
stand property/casualty insurance better
than the majority of us who have been
professionally engaged in this industry
for years.

However, his article in the Oct. 27 issue

is so appropriate that we must express

consultants ean't. But when these aren't
needed or desired, as when few markets
are available and/or claims-made renew-
als limit shopping, buyers should have
the option to deal direct (with or without
a consultant adviser/advocate).

Brokers, like consultants or any other
true professionals, should have to prove
their "value added."” The good ones can in
most-but nit all-cases. Direct insurer
access would serve everyone's best inter-
est, except featherbedding middlemen.

Arthur J. Levine

President

Jack & Levine Risk Management Inc.
Fullerton, Calif.

be applied to insurers

the hope that his "adjusted premium vol-

ume-to-surglus” formula can be refined,

if necessary, into an acceptable tool for

evaluating an insurance company's as-
sumption of risk on a leveraged basis.

Worley Jones

Past President

Independent Insurance Agents of Texas

Fort Worth, Texas

Wholesale brokers, MGAs need coverage

To the editor: Like many of our com-
petitors, we have been hit by the crisis of
the lack of an errors and omissions insur-
ance market. Wholesale brokers and
managing general agents like us have had
tremendous difficulty in obtaining pro-
fessional liability insurance.

Our organization handles a substantial
amount of errors and omissions insurance
for the majority of professional classes,
and we therefore are able to keep abreast
of market conditions. In some states,
small limits are available, but in others,
coverage for wholesalers is unavailable.

From our observation, errors and omis-
sions insurance for wholesale brokers
and managing general agents is one of the
hardest professional liability coverages
to purchase. | would like to add that we
find it very distasteful to see our industry

provide prc fessional liability coverage
for plaintiffs' lawyers and at the same
time refuse coverage for the producers
that feed that very same industry.

It would seem to me that there is some-
thing very arong here.

Through your medium, may | make an
appeal to those insurance and reinsur-
ance executives who have the ability to
provide E&O coverage to wholesalers-
and who up to this time have declined to
do so? With smart underwriting and good
selection of risk, there is no reason why

adequate underwriting profits cannot be
attained.

Let's take care of "our own."”
Michael J. Hall
President
M.J. Hall & Co. Inc.
Stockton, Calif.
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Continued from page 6 . plate glass risks N MPG also will write property/ United ReFubLe's maximum line surer's vice chairman, said the new
us Facmtles, an insu. ance The proceeds Df the U S Facili- casualty facultative risks SLbmit- is 525_0,000 n propert%/ business maney would be used to support
holding company, recently f.lad a :ies stocc sale will be contributed ted by other brokers, the pro- and will vary on casualfy business exis| and new business There
public offering of 26 million com- to MFG's surplus-currently $3 spectus says depending or_ the risk W no significant change in per
mon shares at 510 per share #hich million-to allow it to expand into MPCYs entry into the reinsurance The reinsurer's surplus currently risk capacity or mix of business as
will produce Foss proceeds of $26 the remsurance business, accord- market is belng overseen bx)P_rest- stands at abiut $24 8 million, ac- a result of the oﬁerlng he sajd
million After stock underwr.ting ing to tne offermg prospectus ent and Chiéf Operating Officer cording to Rex L. Davis, president Reinsurance Corp 0f New York's
discounts and commissions, 2sti- As a reinsurer, MPG plans to John T Grush, a former vp with and chief executive officer surplus stood at $45 8 million as of
mated net proceeds from the sale write quota-share treaties covering General Re who joined MPG in Reinsurarce Corp of New York June 30 During the first six
will total anou: $24 million a portior of the medical stop-loss July, according to the prospectus will receive 90% of tte proceeds of months of 1986, the reinsurer
The offering's underwriters- bus-ness underwritten by US Ben- An additiona?40 people will be a public offering of 15 million wrote net premiums of $53 4 mil-
Prudential-Bache Securities. E utro efits, according to the prospectus hired over the next two years to common shares m its holding com- hon, compared with $304 million
& Co Inc ar d Fox_Pitt KE€Iton In addrtion, MPG will write a manage the facultative busmess, pany, Piedmont Management, ac- dur|an the first half of 1985
N V -have the option to purchase book of property and casualty fa- the prospectus says cording to the preliminary pro- roperty treaty business ac-
an overallotment of an additional cultat-ve reinsurance managed by MPG received a "not assigned” spectus . _ counted for 31 6% of net premiums
390,000 stares, according tc the R.FC Management Co and placed rating fro est Co for 1985 Assuming a price it $1575 per in the first half of 1986, while ca-

X AM, - -
prospectus ty RFC Infermediaries Inc o?At— becalise 8? significant changes in share-a recent quotation for Pied- sualty treaty accounted for 20 5%

_ - its operations mont stock-the offering would property facultative for 10 6% and
Coﬁifaf;:'ﬂ,‘;’j;ﬁ?e‘;‘s a noiding Ian.—\t,ic Management will have the I—_|oust0n-based U_nited Repubhc generate gross proqeeds of about cg;lsualty facultat!ve for 92%, ac-
* US Benefits Inc , an under- author.ty to write property and ca- -which was formed in July with a $23 6 millicn and estimated net cording to the offering prospectus
writing manager that proudes sualty facul tative limits of $25 million contribution from the ﬁgrocee_ds of $22 million The issue's The remaining 28 1% of net premi-
medical stop-l0ss coverage through $250,000 Per risk, according to the United Savings Assn. of Texas--is underwriter, Donaldson. Lufkin & ums consisted of surety, pool and
Harbor Insurance Co, a unit of prospectus If RFC arranges retro- writing mainly excess-of-loss Jenrette Securities Corp, has an foreign business .
Continental Corp cessions for amounts excess of property treaty reinsurance. al- option to purchase an overallot- remsurance Corp of New York's
» Massachusetts Plate Glass In- $250,000, it may write up to $1 though it may consider some ca- ment of an additional 225,000 maximum Iln%gglo%ro'pertg tre %
usiness is $ ,000 per risk, whi
its net line on property facultative
business is $250,000, with a maxi-
mum gross line with retrocessions
of $2 3 million, the prospectus
‘)I/'he remsurer's maximum line on
casualty treaty business iS
$150,000 per occurrence The gross
line on casualty facultative risks 15
$250,000, and the net line after re-
trocessions is $182,500 per policy,
the prospectus says
MONY Reinsurance Corp, an af-
®. filiate of Mutual Life Insurance Co
—a - of New York, will receive a $15
million contribution to surplus
. from its parent company before the
end of the year, according to Mr
- = Cummins Current surplus stands
at about $22 7 million, not includ-
ing the contribution
The money will be used starting
next year to support 20% to 25%

increases m MONY Re's net line on

property and casualty reinsurance
nsks, Mr Cummins said
) Pias /Aa. Aa. Less than 102 of MONY Re's
business is facultative, the bulk
a 4 consisting of treaty risks, he said
Overall, about 75%6 of the rein-
surer's business is property, while
about 25% is casualty

Along with these companies, sev-
eral other specialty reinsurers are
in the process of forming or have
already formed These include

e U S Capital Reinsurance
Corp, currently seeking $120 mil-
lion in capital through a private
placement handled by Smith Bar-
ney Harns Upham & Co Inc, ac-
. cording to Theodore A Verspyck,
e . president of U S Capital Services

Corp in New York
U S Capital Re plans to write
51 mainly municipal bond treaty rein-
surance, according to Mr Ver-
spyck
The private placement memoran-
dum went out to potential inves-
tors-primarily financial institu-
tions like banks, credit companies
and other insurance companies-in
February U S Capital Re has
"some commitments” but has not
completed the placement, Mr Ver-
spyck said
- Enhance Reinsurance Co of
New York, which plans to special-
1Ze In financial guarantee reinsur-
I Gl ance (BI, Oct 20)
Enhance Re issued a private
D . ) placement memorandum through
Mernll Lynch Capital Markets Inc
IIt March to raise up to $115 mil-
lion in capital

The reinsurer expects to write
$52 3 million in net premiums this
vear

= Star Insurance Co of South-
field, Mich , formed earlier this
year with $3 5 million in capital
contributed by 25 individual in-
vestors (BI, March 3)

Star was formed to write rein-
surance covering captive insurers
managed by Meadowbrook Risk
Management Ltd of Bermuda
. o Star also had planned to reinsure
Scor Reinsurance Company ¢ 110 William Street « New York, NY 10038 0 212-5134777 agency, group and association cap-

tives managed by other firms



IS serving Insurance companies
In todayk changing markets

Morgan officers discussing investment and corporate finance alternatives for an insurance company client are, from left, Jay Whitman, vice presideni, Insurance Industry; John
Spur(lie, executive vice president, Investor Services Group; Richard Johnson, vice president, Insurance Industry; George Rowe, senior vice president, Financial Institutions.

The Morgan Bank has a worldwide team of corporate
finance specialists who concentrate on helping
insurers plan financial strategies to take advantage of
developments in their rapidly changing industry.

These specialists know the industry's unique in-
come tax code, accounting principles, and regulations.
And they draw on Morgan's long experience in serv-
ing the financial needs of insurance cdmpanies.

Here are just 12 of the many ways Morgan is assist-
ing insurers:

1. Capital raising. In the international capital mar-
kets Morgan is a leader in structuring advantageous
financings. We understand the statutory capital
requirements of insurers and over the last year have
raised almost $1 billion of equity privately to support
new insurance ventures.

2. Asset/liability management. Morgan is an inno-
vator in using swaps, futures, and options to help
insurers achieve better asset/liability control. Our
financial strength- more than $6 billion in primary
capital-enhances our role as principal and can reduce
your costs and risks.

3. Private placements. In 1985 Morgan arranged

more than $2 billion in private placements with in-
surers, making us a leader in this market.

4. Securities sales and trading. Morgan is a key par-
ticipant in the domestic and international fixed in-
come markets, a primary dealer in Treasuries and
municipals, a financial futures broker, and a major
factor in the Eurobond market.

5. Investment management. With over $40 billion
under management, Morgan is a leading investment
manager for a wide variety of clients, including 30
insurers. We pioneered immunization, portfolio pro-
tection, and participating annuity products with
unique applications for insurance clients.

6. Mergers and acquisitions. When insurers con-
sider restructuring options they value Morgan's world-
wide research team of more than 100 analysts, plus

our M&A perspective that's long-term, not just deal-
oriented.

Z Letters ofcredit. We issue insurance letters of
credit and have syndicated facilities in amounts as

large as $500 million. And we've developed other alter-
natives that insurers find cost effective.

8. Securities safekeeping. Morgan is a pacesetter in

The Morgan Bank

global securities safekeeping.We offer accurate, respon-
sive reporting systems, a securities lending program,
and expelience with mutual-fund-related products.

9. Cash management. We design integrated sys-
tems for insurers and provide flexible services that are
timely, dependable, secure, efficient. They include on-
line information and instruction, electronic premium
collections, direct deposits, controlled disbursements.

10. Stock transfer. The largest bank stock transfer
agent, we're also the leader in exchange and tender
offers and have experience with demutualization.

11. Foreign exchange. Because Morgan is a mar-
ket-maker in all major money centers, our dealers can
provide multiple hedging strategies and timely execu-
tion of trades. Insurers come to us particularly for
options, large transactions, and long-dated forwards.

12. Financial advice. Morgan is not interested in
selling insurance. We want to compete for your corpo-
rate finance business, not for your policyholders.

For more information, contact Richard E Johnson,
Vice President, Insurance Industry Department,
Morgan Guaranty Trust Company, 23 Walll Street,

New York, NY 10015. Telephone (212) 483-9640.
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Top brokers

Continued from page 3

But, Mr. Greene says his company
has not lost treaty business to di-
rect writers.

Others, however, say broker-
market reinsurers often could not
decide on terms, and thus lost
business to the direct writers.

“"The direct market has been able
to make headway while the broker
market has been working out
wordings,"” said one CEO, referring
to disarray in the broker reinsur-
ance market over such conditions
as pollution exclusions, sunset
clauses and the need for claims-
made forms.

However, many of the problems
in the broker market were caused
by different wordings on retroces-
sional protections, which are now
being changed to provide more
common ground, brokers agree.

Mr. Berry sees the loss of busi-
ness to direct writers from another
perspective: "Direct writers are
capitalizing on the issue of broker-
market security, but that is a little
hypocritical since so much of the
direct market's retrocessional ca-
pacity is supported by the broker
market-using captive brokers."

Reinsurers,
brokers form

association

MORRISTOWN,N.J.-
Major U.S. reinsurers and
reinsurance intermediaries
are banding together to help
address market problems.

A group of reinsurers and
intermediaries last month

formed the Brokers & Rein-
surance Markets Assn. to
"address, analyze and seek
solutions to problems that
may affect the ability of
members to meet the needs
of their reinsurance clients.”

The association will "work
to improve the efficiency of
the market and to well rep-
rrsent the interests of mem-
bers to regulators and legis-
lators.”

Richard F. Gilmore, presi-
dent and chief executive of-
ficer of The Mercantile &
General Reinsurance Co. of
America, was named chair-
man and chief executive of-
ficer of the association,
while William J. Gilmartin,
retired senior vp of CNA In-
surance Cos., was named
president and chief operat-
ing officer.

Other officers include Ri-
chard H. Blum, president of
Guy Carpenter & Co. Inc.,
who was named vice chair-
man, and David B. MalLhis,
chairman and chief execu-
tive officer of Kemper Rein-
surance Co., who was named
secretary/treasurer of the
association.

Charter intermediary
members of the group are:
E.W. Blanch Co. Limited
Partnership; Carpenter;
Thomas A. Greene & Co.
Inc.; G.L. Hodson & Son
INnc., Intere Intermediaries
Inc.; Sullivan Payne Co.;
Towers, Perrin, Forster &
Crosby Inc.; and Willcox Inc.
Reinsurance Intermediaries.

Charter underwriting
members are: Allstate Insur-
ance Co.; CNA; F&G Re Inc.;
Kemper Re; INA Reinsur-
ance Co.; Mercantile & Gen-
eral; MONY Reinsurance
Co.; New England Reinsur-
ance Corp.; St. Paul Reinsur-
ance Management Corp.; and
Skandia America Reinsur-

ance Corp.

Another brokerage executive,
who asked not to be identified,
said: "The problem in the broker
market is with collectibility if re-
insurance. A lot of broker-market
reinsurers have failed to recognize
the threat from the direct writers
and have not cleaned up their act
on prompt payment of losses."

But, rising rates producing
higher commissions on the busi-
ness placed in 1985 and 1986 gen-
erally more than compensated bro-
kers for lost business, while new
accounts also were landed.

Indeed, rising rates added a new
broker to the Bl ranking of the 10
largest reinsurance intermediaries:
Chicago-based Reinsurance
Agency Inc., which specializes in
placing reinsurance for excess/sur-
plus lines insurers.

A reinsurance broker earns com-
missions based on the type of con-
tract placed:

< Excess-of-loss treaty reinsur-
ance generates a 5% commission in

This question brings clearly into focus the state
of the insurance industry today and the issue
of tort reform. Along with this issue, today's insur-
ance companies must do their part, and through

the working layers and 10% in the
non-work ing layers.

* F'ro-rata or proportional trea-
ties generate a 1% to 2.5% commis-
sion with domestic business pay-
ing the lower commission.

» Excess-of-loss :acu 1ltative re-
insurance generally generates a
10% commission of ne: premium
when no ceding commission is paid
and 5% of gross premium when
there is a ceding commission.

= Pro-rata facultative contracts
generate a 5% commission.

In addi:ion to commissions, rein-
surance brokers ea rn interest on
the premiums they hold for 30 to
45 days, which can amount to
about 1 5% of commissions.

While ceding company clients
are aware of the increased com-
missions, there have been only iso-
lated instances of pressure to re-
duce commissions, brokers report.

Reinsurance brokers expect an-
other good year of growth in 1987.

No one reports seeing a gush of

capacity, although reinsurers are
particularly interested in writing
proferty risks.

A few executives see signs of
more willingness among reinsurers
to talk about writing new casualty
programs, but most expect ca-
sualty capacity to remain tight.

In the facultative market, ca-
sualty capacity per risk is now es-
timated to be $37 million, com-
pared with $185 million in January
1984, said David Cargile, president
of RFC Intermediaries Inc., the
only predominately facultative re-
insurance broker in the Top 10.

Rates, generally, have leveled,
the brokers agree. Some property
rates may come down, while some
casualty rates may jump 10% to
20%, brokers agree.

The best news is that the bro-
kerage marketplace has stabilized.

"A year ago it was chaotic,"” said
Michael Cashman, president of
E.W. Blanch Co. "Many reinsurers
simply backed off from a realistic

approach to business because they
didn't know what they wanted to
do. Now they have plans and are
soliciting business. It's not neces-
sarily cheaper, but you can get
them to talk.”

Mr. Barry cautions, however,
that is could be "premature to say
if the chaos has died down. Last
year we didn't anticipate the de-
gree of chaos.”

AnNnd, he notes, there again may
be delays in obtaining responses
from reinsurers as they arrange
their retrocessions.

The recent difficult marketplace
has taken its toll on the smaller re-
insurance brokers: The number of
reinsurance intermediaries li-
censed in New York, the only state
with that specific license, de-
creased to 286 as of Sept. 30, down
from 302 last year and 326 in 1984.

Following are reports on the 10
largest U.S.-based reinsurance in-
termediaries:

Continued on next page

sound management, stay ahead of the ever
changing business cycle.

For 69 years, American Re has remained one of the
most stable forces in the industry With unsurpassed



Continued from previous page
Guy Carpenter & Co. Inc.

Guy Carpenter & Co. Inc., the
dominant U.S. reinsurance inter-
mediary, benefited from rate hikes
in 1985 but does not appear to have
landed major new accounts in the
difficult reinsurance marketplace,
competitors say.

Carpenter's revenues ap-
proached $200 million in 1985, BI
estimates, about a 29%0 increase
from 1985 revenues of $155 mil-
lion.

In comparison, the combined es-
timated revenues of the next nine
largest U.S intermediaries total
$238 million.

Marsh & McLennan Cos. Inc.,
parent of Carpenter, reports Car-
penter's revenues consolidated
with its London reinsurance sub-
sidiary, C.T. Bowring. Together,
their reinsurance brokerage to-
taled $247 million in 1985, up 29%
from $ 191 million in 1984, not in-

cluding interest income.

"These reinsurance operations
benefited from the steady rise in
premium rates which has contin-
ued since the fourth quarter of
1983," M&M reported to share-
holders in its 1985 annual report.

In keeping with a corporate phi-
losophy of not talking to the press,
executives of Carpenter declined to
be interviewed for this report.

Competitors, however, would
talk about Carpenter from their
perspective on the condition their
names were not used.

"They have good growth simply
because of the business they hold,"”
said the CEO of a competing rein-
surance intermediary, referring to
the core reinsurance programs they
handle for most of the jumbo prop-
erty/casualty insurers.

"They have the large companies
locked up for their core business,"
the CEO said.

While some of Carpenter's large
clients probably took larger reten-

dedication to professionalism. Innovation. Account-

ability And a strong ability to utilize resources.
You can have confidence in American Re. We're

liable to change the way you look at reinsurance.

tions because of the rising cost of
reinsurance, what they did buy
cost more, driving up Carpenter's
commissions.

However, Carpenter is not
known among its competitors for
aggressively producing new busi-
ness. "They aren't really producers
-they haven't had to develop their
business,"” the CEO said.

Carpenter, founded in 1923 and
later acquired by M&M, was the
first company to recognize the po-
tential of a successful treaty opera-
tion, competitors note. In a busi-
ness where long-term relationships
are highly valued, Carpenter holds
onto age-old accounts.

But as a result, competitors view
Carpenter's business development
strategy as passive, suggesting
Carpenter just waits for the phone
to ring from current clients to de-
velop business.

"I envy them,"” said more than
one CEO of competing brokerages.

Carpenter has even declined to
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broker reinsurance for some new
entrants to the excess/surplus lines
market, sources say, because it be-
lieves it has exhausted market ca-
pacity for this business filling its
current client needs.

Carpenter is known to place fa-
cultative reinsurance for Lexing-
ton Insurance Co., an American In-
ternational Group Inc. unit and the
largest surplus lines insurer based
on 1985 gross premiums of $361.7
million written on a non-admitted
basis.

Carpenter's lack of aggressive-
ness in producing business also is
mirrored in its marketing of rein-
surance, one competitor suggested.
"Technically, they are very good.
But their programs may not always
be as competitive because they
they lack aggressiveness.”

That would be hard to convince
Carpenter clients, however.

"They enjoy credibility with eli-
ents, and deservedly so. Plus, they

have great stability,” observed an

American Re-lnsurance Company

One Liberty Plaza, 91 Liberty Street, New York, NY 10006 (212) 618-7000

Auanta - Boston -Chcago- Columbus - Dallas - Hartford ' Kansas City - Los Angeles - Minneapolis - New York - Philadelphi - San Francisco / Bogota - London - Melbourne « Montreal - Santiago - Singapore - Sydney - Toronto

executive of another brokerage.

"They get business because of
their perceived clout,” said an-
other executive.

“"They're very professional,”
commented another competitor.
"They invested substantial money
in their back office,” including
their security analysis and claims
services, he added.

"Carpenter seems as invulner-
able as ever,"” said the executive
another reinsurance broker.

For the first time in four years,
Carpenter reports expanding its
staff. Carpenter employed 1,258
people at year-end 1985, a 4.8% in-
crease from the 1,200 employees
reported to Bl since 1983.

Carpenter is particularly adding
younger people now, in support
services and as brokertrainees, a
source close to the company says.

During 1985, Carpenter Presi-
dent Richard H. Blum was elected
to the board of directors of the par-
ent company.

Sullivan Payne Co.

The new Sullivan Payne Co.
formed July 1 by the merger oj
John F. Sullivan Co. with E.wW
Payne Inc., is coming out of a diffi-
cult period following the mergei
and the loss of two top officers, its.
new president says.

Sullivan, a subsidiary of Fred S
James & Co., and Payne, a subsidi-
ary of Sedgwick Group P.L.C.'s
E.W. Payne Cos. Ltd., were merged
nine months after Sedgwick ac-
quired James.

Sullivan Payne now reports tc
Payne in London and no longer re-
ports through James.

The change took its toll.

In April, before Sullivan Payne
was created, Sullivan's presidenl
and chief executive officer of 1 E
months, James J. Meenaghan, an-
nounced he would resign, effectivf
May 15.

Mr. Meenaghan, formerly presi-
dent of Fireman's Fund Insurance
Cos., joined Sullivan in April 1984
as president and was named CEC
in January 1985, succeeding W.E
Taylor.

Roger D. Espe, formerly execu-
tive vp of Sullivan and president 01
E.W. Payne Inc. in Des Moines, was
appointed president of Sullivan in
April.

Then, on July 31, Mr. Taylor re-
tired from his position as chairman
several months earlier than he had
planned.

Mr. Meenaghan and Mr. Taylol
explored starting a new reinsur-
ance brokerage together, but Mr.
Meenaghan has since joined The
Home Insurance Co. as president
and Mr. Taylor has started his own
treaty brokerage firm in Seattle,
Taylor Reinsurance Intermediaries
Inc (BI, Oct. 6; Oct. 27).

In addition to these departures,
Robb K. Peglar resigned as presi-
dent of Sullivan's New York office
at the end of July and founded
Peglar & Associates Inc. in Stam-
ford, Conn. in August. The inter-
mediary now employs seven peo-
ple.

The loss of senior personnel and
the emergence of new competitors
with links to Sullivan Payne eli-
ents has sent competitors tongues'’
wagging about Sullivan Payne's
"problems" and the potential loss
of business.

Competitors, who use strong
terms in describing the changes at
Sullivan as ranging from "self-de-
struction to total chaos," expect
Sullivan Payne's 1986 revenues
could slip and are predicting that
enough clients will switch brokers
at year-end to reduce Sullivan
Payne's 1987 revenues.

Mr. Espe strongly disagrees.

"The rumors that persisted, and
to sorne degree still persist, were
blown out of perspective," he said.

While "the factor of two top peo-
ple leaving makes it more diffi-
cult,” Mr. Espe said, "the merger
did not cause any great disruptions

Continued on next page
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the equation" than Just aggressive outstanding equity in Bradstock 300, with additions to the support G.L. Hodson & Son Inc.
marketing, said Mr Cashman Blanch Ltd in September The staff Administration and support
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YV 19 15580y BeCommodation Bl eetimates Blanch's 1985 reve- With 32 years in the business.and Broking) Ltd , resigned from now vice chair-m_* *-> - 1-LUI

ke s e g sy s e Do e B Ll o™

-00
. . - - Mr. Hitz
out of Seﬁtﬂe, Los Angeles nd Insurance i termedlary ment at year same now rman of London rein- several more r

Mr Espe The company wants to but Mr Cashman said Blanch's
maintain a balance of regional and growth "started picking up in 1985

New York Sullivan Payne also has Treaty business "has grown tre- time as TPF&( corporate Chair- surance broker Golding Stewart YearsS,,, iniention 1s that Mocare

offices in Dallas, Des Moines and mendously while facultative stayed man and Chief Executive Officer Wrig}hgson Holdings BLC cuitati d d . hei
Rgiladelj')r}i]a %ngﬁ _Canagian sub-r IativeIIy stzlablfe," IYIr Cashman C%Lheénin | Smith reaches his GOTh _ usiness growth, facultative Hodson and Flearn continue their
sidiary, John F Sullivan Co of noted As a result, facultative busi- birthday, which s she traditiona reinsurance continues to kee ) pace Ea%mectpatlon in tt}g)(;:‘ oReratlons of

Canada Ltd ness generated just 1% of Blanch's retilr\ﬁmgnt age a_thrl?F&C dring 12 1 ;eatg rgg};ur?nce, t OI[)np?phy I t? otlt'ler eight
hile Sullivan handle trictly business in 1985 ] ) r err)_/ sal eilsre |r|"r_19 Ing a steady .0 O revenues in years-al e|_ e a.e'r's ages on
U\g ceding companlesql Busmess, Blanch ?acultatlve business months earlier than normal "in 1984,1985 and again in 1986 a consulting basis,” Mr Taylor
Payne had brokered non-U S ac- exists both to accommodate treaty order to get the whole succession ~ vve're awitlly happy we stayed Sa'.?i'rhe are not inactive by an
counts to U S reinsurers, fed by clients' facultative needs and fo transition issues over at the same in the facultf(altl(yeI arketé‘(‘jlyltr >|’v| Tavior ot dy,,My
Payne and other London brokers produce profits, he said ume " erry remarke S a creditto means,” Mr Taylor stresse r
The.employees who handled this The staff at Blanch also grew in Mario Leo, 55, who was elected Bob Jones, who has done an out- Hearn is in every day and Mr
business for Payne in the New 1985 27 6% to 296 emgloge,es, with corporate executive vp_m April, is standing lob,- he said, referring to Hodson not quite every day, but
vork office continue to do so all but 17 employees assigned to Mr Berry's successor Jan 1 as Robert F Jones, vp-facultative op- they are both active in the opera-
Sullivan Payne is not mandated treaty business Mr Cashman ex- CEO-reinsurance Mr Leo has erations i - o ! Ogst the management stvle Mr
to use Payne as its broker In Lon- pects the number will exceed 300 been yp-finance anc legal counsel . * (believes it 1s mour obli- ut, the management style
don, Mr Espe noted, Over time, the by year-end 1986 . . i for the corporationan ad gation is to prowgie full—se_r\_/lce in- Taylor and Mr _Hltz are_brmglng
%erc_enta e of%u_slness placeaefor lanch's éllent_ mix is changlng,_dlrected the long-range planning termediary services and it is very to the company is.changing
ullivan Payne in London by Mr Cashman said, from pre

omin- for the reinstrance division’in prfoptab e for usl" Mr Berry said "We Shf;lr(;’,: %sml r manage-
Payne probably will increase, he antly regional insurers to a mix of 1983-84 of tacultative reinsurance "We ment style,” Mr Taylor said,Ye-

said. but it will be "a function of all sizes of insurance companies James E Kielley, 55, TPF&C also develop facultative business ferring to Mr Hitz

our clients' wishes.” he added Blanch has been known as the president, was elected manager of Independent of our treaty clients " Its somewhat different than
In new perspnnel developments, malor force in the middle part of the consulting division Sept 1 and Geographically, the year-old the pnor style, with a heavier em-

Michael J Wybar, ormerl))O man- country, competing against Gen- successor-eléct as the cor- Stargford, Cong, office under Ja- phasis on roduct(ljorll of new bum-

aging, director of the North. Amerl- eral Reinsurance Corp for the_poration , Lo cobus J'Van de Graaf is "matur- ”ef’tfo"’l‘rir][ afj‘t:lztoenﬁ%‘;"t'%ig gﬂr

can division of E W Payne in Lon- business of small- to medium-sized TPF&(,which merged with Til- ing," Mr Berry said 'ty " Y

don, beca seniof vp OB?U(IJivan insyrance.companijes linghast, Nelson & Warren earlier It Is not as good a start as we se.nlor people,” Mr Taylor ex-

Payne and head of it Phila elphia The Chicago of ice, however, has this year, is one of the largest inde- had hoped, but that's probably due plained =

office branched further east and_d’eve-cf)endent management consulting to market conditions,” Mr Berry It's participative management
Mr Espe, who reports to E W loped large regional companies and firms, with estimated annualized said "We have attracted new bum- as contrasted with more tradi-

H H H H ness," he noted tional management style," Mr
E,i{nﬁfshf}gng ‘\],?Cn;ecshlzliraqazneo’fbslgisdt()(:k companies, Mr Cashman 198?\Arl'egeergyye§uer1§4éq)eplélll|ngjlwing Philadelphia-based TPF&C also Hitz pointed out -We're trying to

EW ne in London late last The just more than 1-year-old reinsuran jyision o has reinsurance offices in Hart- get our spnior brol.«a.rs more.in—
montﬁqﬁ signals the S|gr]ﬁ.|cance New %(or(li %lty offllcg_ IS up to about%‘Pclg&% s reinsurance division ford, Conn, New York and San volved in the decision-making
of the North American activity as 35 people and performing "quite revenues ggvvmqlboglufzrggoézlg r%19|85 FranCisCO . @ o bucines pr‘,’,ﬁfjiot saying our style is bet-
ESLLanEQ’V Payne, Mr_ESpe Wel_l’ g%ﬁéﬁ"@ngr%ra%aéwaéﬁanch lion in 1984, BI estimates And for non-U S clients has been ter or worse," Mr Taylor noted

Sulll van Payne contributes Jr is directing the development of 198§_reven§|es are estimated at $41 -about flat beg_ause of very diffi- "It's sm]pgg what w kngw We
about 40% of E W Pavne's reve- the office million, a 32% increase compared cult market conditions over here hope it Wil as good or better,

o4 'Among its broad range of clients. with 1985 Most of ours IS LMX (London mar- he said, adding that Mr Hodson

nues (see story, page 22) . . g é g ) . . "

Wr spe malntgams_ his home in Mr Cashman said, are large stock TPF&C was spared lost business ket excess business) and the mar- and Mr Hearn "are a tough act to
Des Moines for family reasons but companies and small- and me- experienced by some other reinsur- ket is not there, even though we follow " , ,
spends half his time In the Seattle dium-sized regional Northeastern ance brokers by maintaining its think there is tremendous opportu- While 1986 is a period of man-
headquarters and traveling to companies, whose business resem- st_rate%y of handling "more tradi- nity S . . ager.“ed”t tfransl'“ " i was a
other Sullivan Payne offices and bles that of the Mldwest companies tiona ly oriented réinsurance ) also Is attracting some period of only small revenue
London Blanch has developed as clients covers-covering property/ca- Continental and Japanese busi- growth at Hodson, a subsidiary of

With the eight-hour time differ- Previously, Blanch served its sualty books basic tc an insurance ness, Mr Berry noted. C°”°°38& Black Cor'?‘f H§3ds°.:‘
ence between Seattle and London, New York-area clients from an of- company portfolio," Mr Berry _Last yearinternational and ma- reports 1985 revenues of $23 mil-
Mr Espe's permanent office loca- fice_in Stamford, Con said rine business represented about 7% lion, up Just 4 5% from 1984 reve-
tion is under review The New Yor oﬁ]ice also has de- Some reinsurance brokers, Mr of revenues, it'S down to 6% in nues of $22Imillion

But, Mr Espe says "there is no veloped a new specialty for Berry noted, "took advantage of 1986, o (Hodson's 1984 revenues were
reason to believe we will decen- Blanch. political risk the soft marketplace and weére F&( currently is reviewing its restated this year to Include only
tralize the C(Ta|ms, administration The w)est oast office in San willing to look at anything," in- market Security program, with the reinsurance revenues associated
and accounting services, etc, in Francisco "has done a good Job of cluding novelty types of coverage assistance of thé Philadelphia of- with business produced by Hod-

Seattle * penetrating the West Coast," Mr and managing general agent pro- flee of Tillinghast "We had a good son and excluding any other in-
EW. BI hc Cashman said, adding that Blanch grams, many of which no longer one, but we think it can be im- tercompany transactions and
-VV. Blanch ©o. intends to make its next major in- can be placed in a tight market proved-as anything can be," said commission sharing arrangements

E W Blanch Co is investing in vestment in the West Coast area "Our client base is more of a tra- Mr Berry with Corroon & Black)
staff and providing services "be- While Blanch's client base is ditional, old-line type of company, The process we went through to Explaining the flat revenue

yond the normal services a reinsur- changing, he stressed, "we have ranging from the very very big-al- evaluate our program was very im- growth during 1985, Mr Taylor
ance broker is expected to de- some very small Midwest clients though not necessarily the entire portant,” commented Mr Leo, who said "We have had to recommend
liver," according to President and we've had for 20 years who have account-down to scme relatively says he is an advocate of tapping to our clients in some instances
Managing General Partner Michael been our bread and butter We small mutual companies We even all available resources-inside to keep business net rather than
W Cashman Sr don't want to forget them * have some county mutuals " TPF&C and outside-to improve pay the prices that were not eco-

"We want to be a more complete Blanch now wholly owns a Lon- TPF&C's reinsurance division the quality of service provided by nomically feasible And some
brokerage firm, to bring more to don broker, after purchasing the employees now number close to TPF&C Cont:nued on page 16
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Although one arrow looks longer than the other. they are identical.

The arrow further down the road
may look longer, but it isn't.
Be sure you're not under the same

misconception when you assess the
security of a reinsurance company.

Age is no guarantee of strength.
Other qualities are needed.

Qualities you'll find at Clarendon.
Surplus of $225m.

Creative, flexible underwriting

dedicated to traditional licensed treaty
reinsurance.

A long term commitment to the
brokerage market.

CLARENDON NATIONAL
INSURANCE Co.
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business has gone by the boards."
Some contracts are no longer
purchased, including some retro-
cessional contracts that had been
written by companies that have
pulled out of that market, he ex-
plained.
'The good news is it did not go to

the competition,” Mr. Taylor
added.

Rate increases are reflected in
1985 revenues, but Mr. Hitz noted
that "our client base is buying less
reinsurance, so although there
have been rate increases on vir-
tually every program, buyers have
increased their retentiins com-
mensurately.”

And, new business was obtained,
offsetting the lost business, Mr.
Taylor noted, citing new business
from existing clients, new reinsur-
ance programs and contracts in-
volving new classes of business.

The St. Paul and Atlanta offices

have produced new business "be-

yond our expectations,” Mr. Taylor
said. Both direct writers and other

reinsurance brokers have been the
losers when the accounts involved
existing business.

Currently the Los Angeles office
handles only facultative reinsur-
ance, but treaty expert Gail Will-
son will move to a yet-to-be-deter-
mined West Coast city after the
first of the year to develop treaty
business. Mr. Willson, formerly
with Jntere, is a vp in the New
Hyde Park corporate office.

"We'll add as many support staff
as is necessary" on the West Coast,
Mr. Taylor said.

Mr. Taylor and Mr. Hitz are tar-
geting annual growth of about
20%, whizh Hodson has attained
in the past.

"We are working on lots of new
business,” Mr. Taylor said. '8¢
and '87 should be very gocd

years."

' The mix of business is changing
dramatically and will continue to
change " Mr. Hitz noted.

While Hodson historically was
known as a predominantly North-
east broker entrer.ched with the
big stock companies, Eodson has
been operating in the Midwest and
cn West Coast sinze 1982, devel-
cping a base of medium sized as
well as large company clients.

Hodson wants to serve one-state
mutuats as well as nationwide
stock c:)mpanies, Mr. Taylor noted.

However, Hodson dces not in-
tend to seek non-U.S. tased cli-
ents, Mr. Taylor said.

In ]1985,88.5% of Hodson's busi-
ness involved trea.y business,
slightly more than in .984, when
85.7% of the business was treaty.

However, 45 people are now as-
signed to facultative re:nsurance
compared with 40 ir. 1984, while
overall the staff decreased by one

to 192.

Mr. Hitz noted, 'We're commit-

ted to the concept that a full ser-
vice reinsurance intermediary
needs the capacity to handle indi-
vidual risk reinsurance for the
benefit of its treaty clients,"” as
well as operating the facultative
department as a profit center.

Hodson places as much as 25% to
3096 cf its business in the London
market, according to Mr. Hitz.

Corporate structure also will be
altered, with the two subsidiary
corporations in St. Paul and At-
lan.a undone and the offices be-
coming branch offices of G.L.
Hodson & Son.

In addition to management tran-
sition, Hodson is involved in a
major data processing project to
develop a reinsurance management
information system. A new facul-
tative system is being installed
now, and the first phase of the
treaty system will be implemented
ear_y Nnext year.

The project is expected to take
12-18 months to complete.

The Brain Trust
You Can Trust |

Question: How has an innova-
tive network of independent
commercial insurance agencies
managed to deliver quality, cost-
efficient insurance, and safety/loss
reduction programs tailored totheir
clientele, despite rapidly changing
market conditions?

Answer: The Greenwich Group

created a brain trust. The
Greenwich Group principals
routinely meet to exchange ideas
and strategies in an effort to bring
together qualified risks with quality
underwriting. This "think tank"

approach is ongoing through daily
contact between the members.

Consequently, carriers and

insureds alike are finding The
Greenwich Group member
agencies among the most knowl-
edgeable, diligent and trusted
professionals in the industry.

The brain trust you can trust
-The-Greenwicll-Grou.

For more information call
1-800-621-7350. In California call
(213) 479-7979.

THE GREENWICH GROUP
Customized commercial coverage. Allytime, anyllace.

Intere Intermediaries Inc.

Domestic business has grown
dramatically, but international
business has fallen off for New
York-based treaty broker Intere
Intermediaries Inc., according to
Chairman and Chief Executive Of-
ficer Wward Gordon.

"We're just caught in the cycle,"
he explained.

Two years ago, about 20 U.S.
markets entertained international
business, but at least half are gone,
Mr. Gordon said. "Someone could
say there are more, but I'm talking
about good, solid, viable capacity,”
Mr. Gordon said.

The companies that stopped
reinsuring non-U.S. business
wanted to free their surplus for the
capacity-tight U.S. market, Mr.
Gordon explained.

With domestic business growing
and international shrinking some,
international business accounts for
a little more than 102 of 1986 rev-
enues compared with 15% in 1985
and 20% in 1984.

However, Intere maintains a
large international department of
25-30 people, including accounting
staff, Mr. Gordon said.

The international department
handles: home-foreign business,
which includes insurance com-
panies that assume an interna-
tional portfolio of business and
buy their protections though In-
tere; London Market Excess busi-
ness; international business from
correspondent brokers and directly
from non-U.S. insurers; and ma-
rine and aviation, "which crosses
international lines,” Mr. Gordon
explained.

While not disclosing premium
volume or revenues ot
held company, Mr. Gordon said
revenues grew about 25% in 1985
and he expects to see growth of
about 20% this year.

Intere is owned by its senior ex-
ecutive staff and the conipany's
profit-sharing fund.

Bl estimates Intere's 1985 reve-
nues at $22 million to $24 million.

Intere's business strategy has
been to identify the better, well-
managed smaller insurance corn-

panies and to grow with them, Mr.
Gordon noted.

With a client base of medium to
large insurance cornpanies, Intere
did not lose business in 1985 as did
some brokers whose clients chose
to reduce their reinsurance buying
because of high prices.

"Most of our clients bought what
they could buy," Mr. Gordon said,
explaining that Intere's ceding
company clients are not in a posi-
tion to drop their reinsurance pro-
grams as jumbo companies can do.

About 10206 of Intere's business is
placed outside the United States,
primarily in London. However,
very little of Intere's business is led
in London, except for large prop-
erty capacity treaties, Mr. Gordon
notes.

Intere's employees now number
230, with additions made primarily
in accounting and computer sys-
tems operations. At year-end 1985,
employees totaled 202, up 6.9%
from 189, also due to hiring sup-
port staff.

Intere opened an office in Minne-
apolis three months ago, which is
serviced by its Chicago branch in
Itasca, Ill. Intere President Wallace
E. Winter is based in Itasca.

Intere also operates branch of-
fices in Atlanta, Dallas and Walnut
Creek, Calif., and has subsidiaries
in Bermuda and Taipei.

Intere is the only leading U.S. re-
insurance intermediary with pure
reinsurance brokering offices in
Bermuda and Taipei.

"Bermuda is doing extremely
well. It's a very successful office
for us," Mr. Gordon commented,
noting Intere has been careful to
do business with the reinsurers
with professional underwriting
staff in Bermuda.

Continued on page 18



Victor O. Schinnerer e Company, Inc.
of Washington, D.C., New York,
Chicago and San Francisco

iIs pleased to announce

its new association with

ENCON Holdings Inc.

of Ottawa and

Tonmto, Canada and Dallas, Texas

As of August, 1986, ENCON Holdings Inc. began its association
with Schinnerer & Company as a wholly-owned subsidiary.
ENCON Holdings Inc. enjoys a leadership role in Canada as an
underwriting manager for a variety of insurance programs. Schinnerer
continues its own half century reputation for excellence in the liability
insurance field as underwriting managers.

Together both companies look forward to providing the best available

insurance services and programs throughout the entire
North American Continent.

Victor O

Scninnerer NVACOVA

&Company Inc.
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Intere's London liaison office
that opened last year no longer is
staffed because John Gale resigned
from Intere to move back to the

United States for personal reasons,
Mr. Gordon said.

Willcox Inc.
Reinsurance Intermediaries

The resulting joint venture since
New York-based Johnson & Hig-
gins sold 49%6 of its Willcox
Baringer subsidiary to London-
based Willis Faber P.L.C. almost
three years ago is a new, more ag-
gressive and larger reinsurance in-
termediary, says Chairman Willis
King.

Willcox Inc. Reinsurance Inter-
mediaries is now "professional, ag-
gressive and realistic,” Mr. King
said, noting that being aggressive

is a "change in direction.”
Also new at Willcox is about 70%6

6f its staff, hired over the last three
years, including its president and
chief operating officer, who were
named in the past year.

And today, New York-based
Willcox has three times as many
ceding company clients for treaty
business ae it had in 1984, Mr.
King noted.

Mr. King characterizes 1985
growth as "good," 1986 growth as
"outstanding” and ,predicts 1987
growth will be "equally good.”

Growth has come half from new
business, about 20%06 from addi-
tional business from existing cli-
ents and about 3026 from rate in-
creases, according to Mr. King.

Willcox does not release its gross

revenues or premium volume. Bl
estimates that Willcox's 1985 reve-

nues were about $22 million to $23

million, if they accounted accord-

ing to U.S. accounting standards.
Willcox's financial statements as

shared with clients, however, are
very confusing, Mr. King said.. The

results of Willcox's wholly-owned
Lloyd's broker, Willis Faber &
Willcox Ltd., are consolidated with
Willcox's results for det=rmining

the revenues to be shared by.J&H
and Willis Faber.
But, the
Lloyd's broker's
= accounts are
prepared by
British account-
ing standards,
. not U.S., and the
, resulting ac-
counts. are dis-
torted, he said.
That Willcox
Mr. King is growing is
certainly clear.
Willis Faber recently announced to
employees: "The development of
the business and pro'its of (Will-
cox) are now most exciting and
showing the fruits of the invest-
ment of money and people in it."
Willcox is focusing its efforts on
handling the entire reinsurance ac-

1

count for small to midsized com-
panies in which the broker deals
directly with senior management-
a market that has been the domain
of direct reinsurance writers.

Acknowledging that the "direct
market has had a field day" with
these clients, Mr. King said, "The
broker markets are beginning to
fight back."”

Willcox also "continues to in-
crease our position with the major
stock and mutual companies.”

Willcox staff grew to 125 in 1985
from 115 in 1984, the first growth
since pulling out of facultative re-
insurance in November 1983.

Willcox's staff appears small for
the revenues because the reported
staff does not include the 20-25
people who- work on a contract
basis for Willis Faber & Willcox in
London, handling business only for
Willcox. They are employees of
Willis Faber & Dumas.

And, Willcox uses other London
brokers, Mr. King noted.

J
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BOSTON

1 Liberty Square
Boston. MA 02109

617-426-0615

CHICAGO

One South Waeker Dr.

Chicago. IL 60606

312-236-7333

lmagination...
EXxperience...

For more than 40 years,
brokers have looked to

Stewart Smith for creative

solutions to difficult

insurance problems.
Stewart Smith offers

specialty insurance products
and underwriting facilities to

retail brokers.

Call the leader.

Better call

tevvart

mith

the Broker's

DALLAS
1430 Empire Central
Dallas. TX 75247

214-688-1051

EDISON. N, !.
629 Amboy Ai,enue
Edison. N.1 08817
201-265-9595

Member Stewart Wrightson Group

LOS ANGELES
3200 Wilshire Blvd.

Los Angeles. CA 90010
213-382-6201

NEW YORK

123 William St.

New York. NY 10038
212-964-2929

Broker

PHILADELPHIA
Public Ledger B'dg.

Philadelphia. PA 19106
215-925-0432

PITTSBURGH
Grant Building

Pittsburgh. PA 15219
412-232-0430

SAN FRANCISCO
100 Pine Street
San Francisco. CA 94111

415-777-9766

Mr. King also pointed out, "there
are advantages to being centra-
lized”™ in New York and not
operating branch offices. But at
some point, Willcox will want a
West Coast office, to make it easier
to service business there, he said.

Among the growing lines of busi-
ness are aviation and marine, Mr.
King noted. "We're not chasing ex-
isting aviation treaties,” he said,

but helping companies enter the 1
aviation business for the first time.

Growing marine reinsurance
business makes Willcox second
only to Carpenter in marine rein-
surance, according to Mr. King.

However, domestic property/ca-
sualty treaty business continues as
Willcox's mainstay.

About 35%26 to 4026 of Willcox's
business is placed with interna-
tional insurers, but that is down
because of the contraction in the
non-U.S. market, especially for
U.S. casualty business, Mr. King
Nnoted. Willis Faber directs non-
U.S. business to Willcox, as do

other brokers, Mr. King said.
About 1026 of Willcox's business is

for non-U.S. clients.

Willcox's continued growth will
be generated internally and by ac-
quiring new people, not other bro-
kers, Mr. King pointed out.

Mr. King was drafted at the end
of 1983 from his position as a ca-

sualty department manager in i

J&H's Los Angeles office to be-
come senior vp of Willcox. He was
made president and CEO in April
1985 and in July was named chair-

man while continuing as CEO.
Former Chairman Kenneth AL

Hecken returned to J&H as an ex-

ecutive vp.

Also in July, Richard Stone, for-
merly president of First State In-
surance Co. and most recently
chairman of L.W. Biegler Inc. in
Chicago, was named president
with his office in Boston, where he
prefers to live.

Graves D. Hewitt, retired chief
executive officer of Cameron &
Colby in Boston, where he worked
with Mr. Stone, also became a
director of Willcox andan exclu-
sive consultant in Boston.

The Boston office’'s staff of four
can work with New York because
"our back room is fully automated,
so we don't have to be in the same
place,"” Mr. King noted, stressing,
"We operate as one company. Dick
is our president-not our president
in Boston.”

The Boston staff may grow to 10,
Mr. King said.

Also in July, Robert O'Leary,
who joined Willcox from John P.
Woods in New York in June 1985
as vice chairman, was named chief
operating officer.

Other new recruits include: Jo-
seph Capezza, chief financial offi-
cer, who came from Skandia
America Corp. in January; E. (Bar-
ney) Barber as senior vp, who came
from American Reinsurance Co. in
July; and Dave Beebe, vp-con-
tracts, who came from Prudential
Reinsurance Co. in August.

Thomas A. Greene & Co. Inc.

A 31.3% increase in revenues in
1985 to $21 million pushed Thomas
A. Greene & Co. Inc. up a notch to
the eighth-largest reinsurance bro-
ker.

And growth in 1986 will outpace
that in 1985, says Thomas A.
Greene, president of the New
York-based company, which is a
subsidiary of Alexander & Alex-
ander Services Inc., the second-
largest retail broker in the coun-
tl'y.

Unlike some of the larger rein-
surance intermediaries, Greene did
not see clients drop coverage in
1985, Mr. Greene said.

"We're seeing a bit this year,"”
Mr. Greene said, but not enough to
hurt good growth.

INn addition to overall rate in-
creases, new clients and new trea-

Continued on page 20



Afraid to take the first step
iNto flexible benefits™?

You need FLEXTRA.

General American’'s new flexible

benefits package takes the worry
out of administration, communica-
tion, and cost.

You probably already know about the many
advantages a flexible benefits plan offers
you...and your employees: control of costs,
choices for employees, tax advantages for
employers and employees. But you're reluctant
to act.

We've identified three major concerns
benefit managers have about a "cafeteria"” style
benefits program. And we've designed a new
product called Flextra that can help you over-
come those fears.

Concern #1-The plan will be an administrative
nightmare.

As different employees choose different
options it could become a real headache to
track. But Flextra's decentralized administrative
approach features a software program that is
tied directly to your payroll system, in your
office. Information is transmitted electronically
so paperwork is kept to a minimum. Flextra
combines benefit information from all plans
into one source.

Concern #2- Employees won't understand their
options and, therefore, make bad choices.

The freedom of choice a flexible benefits
plan allows does shift some burden of respon-
sibility to your employees. So we suggest that
additional options be introduced gradually to
help employees become accustomed to change.
And we help educate them with a complete
communications package that is second to none
at gaining employees' understanding and sup-
port. It includes: survey form to determine
employee preferences and needs, announce-
ment material, payroll stuffers and posters, audio
visual presentation, and binders for each
employee with complete benefits explanation.

Concern #3-Adverse selection will drive up
plan costs.

The risk is real, but we fight the problems
of adverse selection three ways:

= our underwriting guarantees define your
maximum liability

e our pricing structure encourages desirable
choices

e our group representatives work with you to de-
sign a plan that controls the range of choices,

which reduces the financial impact of ad-
verse selection.

6Top of the Market” in employee benefits

Rather than drive up costs, Flextra will help
you control them. And, since Flextra is a fully
developed program, you'll know up front what
it costs to install and implement.

To learn more about the extras in Flextra,
contact your consultant, brokeli or--agent, or call
your local General American group sales office.
For a free brochure, mail the coupon below.

_cart*l
AMsSrcen

LIFE INSURANCE COMPANY

Bill Kuehl

Marketing Director-Large Group
700 Market Street

St. Louis, MO 63101

Please send me without obligation your
brochure on "Flextra...a Self-Directed

Employee Compensation Plan".

Name Title

Company

Strnet Phone

City SrAate 7ip

L -My aftzr-5.
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ties from existing clients fueled
growth in the last two years, with
new client development strongest
in 1986.

New clients were landed from

both large and small competitors,
although mostly from others
among the 10 largest U.S. reinsur-
ance brokers.

Since it was founded in 1979,
Greene has focused its production
efforts on the large stock and mu-
tual companies that would rank
among the 100 largest property/ca-
sualty insurers.

"More than half our brokerage"
is from that market, Mr. Greene
said.

Greene's other clients resulted
less from a production effort than
from referrals or prior contacts
with Greene employees.

Treaty business grew to 90% of
Greene's revenues in 1985 from
849% in 1984, due partly to the di-
rect writing reinsurers' gain of
market share in facultative and
also because "the margins are not
as good" for facultative business,
Mr. Greene said.

Only about 8% of Greene's reve-
nues are related to non-U.S. eli-
ents.

And Greene is placing slightly
less reinsurance with non-U.S.
reinsurers "because London has
not been able to, or chosen not to,
respond to some of our casualty ac-
counts,” Mr. Greene said.

“"But nothing is forever,” Mr.
Greene commented. "l expect we'll
see a viable casualty market in

London," although "it may be on
their terms.”

Greene's staff-located in New
York, Chicago and San Francisco
-was down to 190 at year-end
1985 from 193 at year-end 1984,
but it has grown this year to 215.

More efficiency allowed Greene
to grow in 1985 without adding
staff, but this year "we had the op-
portunity to pick up very good, key
people, who are always difficult to
find," Mr. Greene commented. "We
decided to make the investment.”

Among the new employees in
1986 are: Senior Vp John Torn-
quist in San Francisco, from
American Re-Insurance Co.; Se-
nior Vp John Langen in New York,
who was last with Willcox Inc. Re-
insurance Intermediaries; Vp Len
Barkinge in Chicago, from Ameri-
can Re; and Vp Edward Kelley in
Chicago, from Reinsuranee Corp.
of America.

Among those promoted at
Greene this year were: Michael
O'Halleran in Chicago to executive
vp; Michael Bungert in Chicago to
to senior vp; Susan Fisch in San
Francisco to senior vp; and Paul
Dreuth in Chicago to senior vp.

Senior Vp Roy Thompson retired
at year-end 1985.

RFC Intermediaries Inc.

AN increase in facultative rein-
surance business helped boost rev-
enues 27.4% to $17.2 million in
1985 for RFC Intermediaries Inc.,
the only predominately facultative
reinsurance broker among the 10
largest U.S. reinsurance interme-
diaries.

At the same time, the now At-
lanta-based broker trimmed staff
6.8% to 218 at year-end 1985 "by
becoming more efficient,” accord-
ing to President David Cargile.

RFC's revenues in 1985 were
generated 55% by facultative busi-
ness compared with 5496 treaty
business in 1984 as growth in fa-
cultative business outpaced growth
in treaty business.

Although the facultative market-
place shrunk dramatically in 1985,
RFC was able to place facultative
business because "we have a se-
ries of well-positioned offices, sys-
tems and relationships that go
back a long time,"” Mr. Cargile
said.

Growth came from new clients,

new business from existing clients
and increased prices, Mr. Cargile
said.

RFC, which is a subsidiary of St.
Paul Fire & Marine Insurance Co.,
is continuing to develop both its
facultative and treaty business,
Mr. Cargile says, with growth in
1986 "doing well."

This year, about 60% of revenues
will be generated by facultative
business as its growth continues to
exceed that in treaty business.

However, the number of employ-
ees is up only slightly from year-
end 1985 to 220 employees now.

RFC's clients range from re-
gional insurance companies to na-
tional insurance companies.

RFC moved its headquarters to
Atlanta from Los Angeles in May,

which many observers thought was
related to Mr. Cargile's desire to
return to his native Atlanta, where
he had been an RFC branch man-

ager before becoming president.
The move ac-

tually was

based on the re-

sults of an inde-

pendent study
'

0 -MA ' that showed At-
lanta would be
the best head-
quarters for
RFC, which had

" established four

Mr. Cargile criteria for its

headquarters:

the Eastern time zone, where most
of its business is generated; close
to its customers and market base;

an area that would afford its em-

ployees a high standard of living;
and an area supported by excel-
lent communication and transpor-
tation services.

RFC opened a facultative office
in St. Paul in April. It also has of-
fices in Chicago, Dallas, Hartford,
Conn., Los Angeles, New York,
Philadelphia and San Francisco.

The Columbus, Ohio, RFC fa-
cultative office was closed in 1985
and the territory shifted to the
Chicago office.

RFC handles only a small
amount of business for non-U.S.
clients and places only a small
portion of its business with non-
U.S. markets.

However, Mr. Cargile noted
that during the Rendez-Vous de

Septembre in Monte Carlo he met
with foreign reinsurers who were
interested in U.S. property treaty
business.

And although "the largest num-
ber were very leery about U.S. ca-
sualty business, some said they
would look at it if it was not
extra-hazardous and there was
one that wanted to look at all U.S.
casualty business.”

Among new recruits at RFC in
the last 12 months was Jay Mer-
kel, who was hired from John P.
Woods in New York to run the
treaty operation in the Los An-
geles office.

RFC founder Mac Henderson
retired from RFC as vice chair-

man on Dec. 31.

Continued on next page

whenever Its

The plain truth is, when a company ships cargo it has to deal with some very grim realities.
Port closings, for instance. Contamination. Breakage. And theft.

Which is wh%/ it's important to understand the risk in international transport. Not just after your cargo leaves

the warehouse.

ut long before.

And if there's one company that knows how to deal with this risk, it's R.T. French. They should. Because not
only does Arkwright-Boston thoroughly understand ocean cargo coverage. We underwrite it.

TOTAL PROPERTY COVERAGE IS OUR POLICY.

We've insured most of French's property for years. With a program that includes coverage for fire. Boiler and
machinery. And DIC exposures. And not too long ago, in an effort to give them more protection with no gaps or
overlaps, we expanded their program to include our new coverage for ocean cargo.

After all, French's ships over $10 million annually in mustards, potato products, sauces, spices and extracts
to 98 countries all over the world. They can't afford to fool around with a policy that doesn't provide total transit

coverage.

The consequences would be too great. Case in point. A 40-foot cargo container loaded with food products
gets dropped on a dock. Bottles burst. Cans dent. A real mess.

And it isn't just the food that turns sour. It's retail sales. And shelf space. And with the market for
damarg%g tgoods as highly regulated as it is, even salvaging the stock could leave French's with a bad taste in

their
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Reinsurance Agency Inc.

Reinsurance Agency Inc. in Chi-
cago shot into the spot of the 10th
largest U.S. reinsurance interme-
diary in 1985 on the strength of
dramatic rate increases in the ex-
cess and surplus lines insurance
and reinsurance business.

Bl estimates that Reinsurance
Agency's 1985 revenues surged to
between $16 million and $18 mil-
lion.

The agency does not release its
premium volume or gross revenues,
but does report that it had 60 em-
ployees at year-end 1985 and that
75% of its revenues were generated
by treaty business and 25% by fa-
cultative business.

While not disclosing revenues,
John Charles, chief operating offi-
cer since May, confirmed the com-
pany experienced dramatic growth
in 1985 and 1986. The firm ac-
quired "a few new clients,"” he
said, and "rate increases were very
important.”

"We tend to specialize in E/S ca-

sualty business and there have
been dramatic rate increases in

those classes," Mr. Charles said.

Excess and surplus lines un-
derwriters and brokers reported
rate increases in 1985 of 100%2%6 to
600% and even as high as 1,000%
(BIl, Aug. 12). And, casualty rates
continued to increase this year, al-
though not to the same extent as in
1985.

In addition to the extremely

OUR COVERAGE IS LEAKPROOE

Needless to say, when you ship cargo across the ocean, you want to be covered from bow to stern. Which is
one reason why French's chose us. You see, we do a lot more than cover you when your cargo is on the water.

We cover your property from warehouse to warehouse. For the full journey. On the ship. On the plane. On the
truck. On the rail car. And not just within a specific amount of time. But for however long the trip takes.

What that means is, if French's wants to send spices from their warehouse in Springfield, Missouri to a
warehouse in Singapore, they're covered. Whether it takes 8 hours, 8 days or 8 weeks.

Something else we can offer. An international network of loss prevention engineers and adjusters. And our
own claims managers. (Which means if you do have a loss, it will be taken care of quickly.)

You might think insurance coverage like this would be expensive. But you'll find that we are competitive in
the pricing area. But don't take our word for it. Ask American Greetings. Or Digital Equipment. Or WestPoint
Pepperell. They're all our clients:And we've designed programs

saiceafourenesuidntsoon. Becaise 3 Usas maxARUR

not be able to keep you afloat.

Arkwright-Boston Insurance, Marketing Services,225 Wyman
St.,Waltham, MA 02154, 1-617-890-9300, Ext. 3295.

large rate increases on the under-
lying business, which balloons pre-
miums to reinsurers under quota-
share treaties, excess-of-loss rein-
surance rates for this casualty
business also have increased
greatly with capacity extremely
tight.

As a result, a reinsurance inter-
mediary specializing in this busi-
ness would experience dramatic
growth in its commissions.

"We've always been a quiet
giant,” commented Mr. Charles, a
description many competitors con-
firm.

Bl estimates that in 1984, Rein-
surance Agency could have gen-
erated revenues near the $11.25
million reported as domestic reve-
nues by Frank B. Hall (Reinsur-
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ance) Holdings Inc.

Reinsurance Agency's clients are
mostly regional insurers, located
throughout the United States, Mr.
Charles said.

Among its clients is Scottsdale
Insurance Co., the fourth-largest
surplus lines insurer in the United
States, based on 1985 premiums of
$150.9 million written on a non-
admitted basis. In 1984, Scottsdale
wrote only $20.5 million in premi-
ums on a non-admitted basis. Re-
insurance Agency places Scotts-
dale's casualty reinsurance (Bl,
Aug. 11).

Reinsurance Agency employed
60 people in 1985, up only seven
from 53 in 1984, and now employs
65 people.

In 1985, 15 employees worked on

facultative reinsurance and 45

worked on treaty reinsurance.

"We're extremely efficient,” Mr.
Charles said, adding that employ-
ees also work very hard.

Mr. Charles, a 101/2-year veteran
of the firm, was promoted to chief
operating officer in May. At the
same time, J. Michael Garrity was
promoted to senior vp in charge of
production.

President Paul R. Davies, who
celebrated his 25th anniversary
with the company this year, re-
cently purchased 100% of the
agency from other individuals in
the firm.

Charles A. Pollock, chairman of
Reinsurance Agency, is retiring
Dec. 31 after more than 30 years
wvwith the company. |1

Two brokers

set sights
on Top 10

Two East Coast-based reinsur-
ance intermediaries could rank
among the 10 largest interme-
diaries in the United States in the
coming years.

Frank B. Hall & Co. Inc. is mak-
ing a new commitment to its rein-
surance subsidiary, Frank B. Hall
(Reinsurance) Holdings Inc., sig-
naled by the appointment of Henry
E. Froebel as chairman.

Mr. Froebel, vice chairman of the
parent company, was named chair-

man of the New York-based rein-

surance intermediary subsidiary in
October after Paul Butler left the

position to become president and
chief executive officer of St. Paul
Reinsurance.

“1I'm bullish about the future of

the company under Mr. Froebel,"
comments Joseph A. Zaffarese,
president of Frank B. Hall Re of
New York Inc., the largest domes-
tic office of Hall (Reinsurance)
with about 82 employees. "He's
well-respected and has a tremen-
dous track record. We welcome his
management skills.”

Mr. Froebel, a 45-year veteran of
Hall, also is chairman of Frank B.
Hall & Co. of New York Inc. and a
member of the executive commit-
tee of the parent company. He has
held numerous positions in the
company.

"We need to have a bigger, better
presence,” Mr. Froebel said of the
reinsurance brokerage operation.
“"And that will come.”

Meanwhile, Cole, Booth, Potter
Inc. in Edison, N.J., a subsidiary of
Chicago-based Combined Interna-
tional Corp., intends to rank
among the 10 largest interme-
diaries in a couple years, according
to President Richard E. Cole.

Mr. Cole predicts revenue
growth of 20% to 25% in 1987 from
new treaty business and notes the
company is interested in acquisi-
tions.

Combined International does not
break out reinsurance brokerage
revenues, but Bl estimates Cole,
Booth, Potter's 1985 revenues at
about $8 million to $10 million.

Hall (Reinsurance) was pushed
from the slot as the 10th largest
U.S. intermediary in 1985 by the
dramatic growth of Reinsurance
Agency Inc. in Chicago.

Hall (Reinsurance) Holdings also
lost market share domestically,
with U.S. reinsurance brokerage
revenues falling to about $11 mil-
lion from $12 million in 1984, Mr.
Zaffarese said.

Hall officials declined to discuss
the reasons for the decrease, but it
appears that the 1985 insolvency of
Hall's Union Indemnity Insurance
Co. cost the company some rein-
surance clients. These clients ob-
jected to Hall's decision not to
pump more money into Union In-
demnity.

The most slippage occurred at

Continued on next page
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Hall Re of New York, admits Mr. Zaffarese,
while offices in Philadelphia (IOA Re), San
Francisco (Interocean Agency) and Los Angeles
(Interocean Agency) grew in 1985.

"We're rebuilding our domestic business," Mr.
Zaffarese said. "And we will interface more
with Hall in 1987."

U.S.-based employees grew to about 175 in
1985 from 150 in 1984, Mr. Zaffarese said.

Worldwide, Hall (Reinsurance) revenues
edged up to $18.7 million on the strength of in-
ternational growth, especially in Latin America,
Mr. Zaffarese said.

Hall (Reinsurance) subsidiaries are located in
Mexico, Panama, Venezuela, Peru and Colom-
bia The Coral Gables, Fla., branch office also
handles Latin American business.

Other international offices of Hall (Reinsur-
ance) are located in Belgium, France, Italy and
Denmark.

Hall (Reinsurance)'s worldwide revenues in
1985 were generated 60% by treaty reinsurance
anc 40% by facultative reinsurance, compared
with 65% treaty and 35% facultative in 1984.

These revenues do not include revenues gen-
erated in Bermuda by Frank B. Hall (Interme-
diaries) Ltd., which reports through Hall's retail
brokering operation.

Worldwide, Hall (Reinsurance) reports main-
taining employees of 325.

Hall (Reinsurance) decided not to make the
acquisition of John Gilbert Intermediary Group
in New York that was to be completed this year.

"Because of recent changes in the manage-
ment of Hall, it was decided to cancel the agree-
ment,"” said John Gilbert, chairman and presi-
dent of the brokerage that would have brought
about $1.25 million in revenues and 16 employ-
ees to Hall (Reinsurance).

Cole, Booth, Potter reports brokering 1985
premiums of $175 million, compared with $140
million in 1984.

Cole, Booth, Potter is strictly a treaty broker
now, after pulling out of facultative reinsurance
brokering July 1. Facultative reinsurance had
contributed 5% of revenues in 1985.

"The facultative markets had reduced sub-
stantially and it doesn't seem to be an area we
could make a reasonable return on,"” Mr. Cole

said.

Mr. Cole is focusing the company's production

efforts on larger ceding companies. Currently,
the firm serves mostly regional companies in the
Northeast and Midwest, handling their entire
reinsurance accounts.

"We will continue that,” Mr. Cole stressed,
"but in addition we are going after larger ac-
counts.”

The company, which employed 80 people at
year-end 1985 and now employs 92, also special-
izes in association business and directors and
officers liability and professional liability ac-
counts.

Cole, Booth, Potter was created in July -9 35
after the principals of Sten-Re, Cole Associates
bought out the 50% share of their firm held
by Reed Stenhouse Cos. Ltd. and sold the entire
firm to Combined International.

Sten-Re Cole was then merged with Com-
bined's Booth Potter Seal & Co., and Mr. Cole
was named president and chief executive of-
ficer. Mr. Cole, who founded Sten-Re, Cole in
1979, now reports to Patrick G. Ryan, president
and chief executive officer of Combined.

Combined reported a pretax operating profit
of $230 million in 1985.

Cole, Booth, Potter is moving into new of'ices
in Old Bridge, N.J.,on Dec. 1.1

Brougher Spells Success
In Employee Benefit Plans

Brougher specializes in

creating winning approaches
to Stop Loss Insurance for

Self-Funded Employee

Benefit plans. The key to your

success iIs our flexibility -/

and flexibility 1s vital N 6-=
eeting the demands of the

Lctuating.marketplace :

employers find Brougher

Employee Benefit plans

1-

attractive. Brougher plans are
tailored to fit the needs of

virtually any company,

whether it is small large
or in-between.

Brougher offers the strategy
you need to stay ahead Turn
to us for flexible, progressive

approaches to Employee
Benefit plans. We'll put
you ahead of the game.

Let's Talk About Tactics.

For information that spells success in Employee Benefit
plans, send us your business card. or call us.

BROUGHER®

Brougher Insurance Group

P. 0. Box BAI » 2528 U.S. 31 South « Greenwood, Indiana 46142

(317) 535-8212

International
image is goal
of E.W. Payne

By STACY SHAPIRO

LONDON-E.W. Payne Cos. Ltd.
wants to be regarded as a truly in-
ternational reinsurance broker, not
just a London-based broker that
owns the second-largest U.S.-
based reinsurance broker: Sullivan
Payne Co.

"The objective is to establish a
reinsurance brokerage business
that does not perceive itself to be a
national broker but to be a global
broker,"” noted James M. Payne,
chairman of E.W. Payne.

"We should not perceive our-
selves to be a U.S. broker or a U.K.
broker or a Taiwan broker. We are
reinsurance brokers. By definition,
a reinsurance broker must effi-
ciently move exposures from one
place in the world to another place
in the world,” he explained.

But, Mr. Payne admits that, "We
didn't have the structure for being
a global broker five years ago. We
do now, and we are unique in this
respect.”

Payne, the reinsurance bro-
kerage arm of the world's third-
largest broker, Sedgwick Group
P.L.C., employs about 1,500 people
in its three main divisions and
generated more than $125 million
in gross revenues in 1985.

The largest of the divisions is
E.W. Payne Ltd., located in
Payne's London headquarters. The
reinsurance broker is responsible
for all U.K.-based clients and U.S.
and international exposures it
reinsures in the London market.

E.W. Payne Ltd. produces ap-
proximately 50% of the company's
gross revenues and employs about
1,150 people, Mr. Payne said.

The second-largest division,
which generates about 40% of the
group's revenues, is Sullivan Payne
Co., the result of the merger of
Payne's U.S operations with John
F. Sullivan Co. (see story, page 3).
Sedgwick acquired Sullivan's par-
ent company, Fred S. James & Co.
Inc., in 1985.

Merging Sullivan into E.WW.
Payne followed a long-term plan
that E.W. Payne developed after
Marsh & MelLennan Cos. Inc.
bought C.T. Bowring & Co. Ltd. in
1980, according to Mr. Payne.

MEM'sS U.S. reinsurance bro-
kerage, Guy Carpenter & Co. Inc.,
moved most of its London business
to Bowring after the acquisition,
which affected other London bro-
kers including E.W. Payne.

"Our supply lines were cut off,"”
Mr. Payne said. "We had to have a
U.S. interest under our influence.”

E.W. Payne first set up a small
New York office in 1982 staffed
with eight people to place its busi-
ness with U.S. reinsurers. It then
acquired Capitol Intermediaries of
Des Moines, lowa.

Sullivan next came onto the
scene and fit well into Payne's
plans to be a global broker. Sulli-
van was one of the "significant
considerations™ that induced
Sedgwick to acquire James, Mr.
Payne said.

He said only a small amount of
Sullivan Payne's business is now
brokered in London by E.WW.
Payne. But, "that means huge pos-
sibilities,” he said.

The third division is E.W. Payne
International Ltd., which brokers
reinsurance for clients headquar-
tered outside the United States and
the United Kingdom. The division
includes E.W. Payne Australia, the
second-largest broker in Australia,
and a company in Scandinavia.

“"We will do whatever we can to
assist Sullivan Payne and encour-
age cohesion of the three units,”
Mr. Payne added. "We want to de-
velop an international system and
build high-grade units.” 1
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Reinsurance arbitration not meeting goal

By DOUGLAS McLEOD

NEWW YORK-Arbitration in
many cases is falling short of its
goal of providing a quick and inex-
pensive alternative for resolving
reinsurance disputes, several ex-
perts say.

Part of the problem stems from
the increasingly contentious nature
of arbitrations and the failure of
arbitration panels to control tac-
ties that some describe as "abuses"”
of the arbitration process.

"What was originally intended
as an informal means of resolving
disputes between parties that
wanted to resolve disputes has
ended -up being used in a much
more aggressive fashion, where one
of the parties is not interested in
resolving the dispute,” observed

tTd"

Jonathan Bank, a lawyer with Bu-

chalter, Nemer, Fields, Christie &

Younger in Los Angeles. "Its

strengths are not being utilized,

and its weaknesses are being ex-
H "

Ploited.

"l would have to join those who
feel that we are far short of an ef-
ficient arbitration process," said
N. David Thompson, president and
chief executive officer of North
American Reinsurance Corp. and a
director of the American Arbitra-
tion Assn., an independent group
that administers arbitrations.

A shortage of experienced arbi-
trators and poorly drafted arbitra-
tion clauses in reinsurance con-
tracts are principal reasons for the
lack of efficiency, he noted.

Others point to shortcomings in-
herent in the system, including the

lack of any precedential value in
arbitration decisions and the lim-
ited ability to appeal awards the
losing side feels are unjust.

Despite the drawbacks, however,
observers add that arbitration-if
properly administered-has the
advantages that were originally
envisioned for it.

"The biggest strength is that it's
expeditious, it's less expensive
than litigation and you tend to get
results that are more business-
oriented, more practical,” said Eu-
gene Wollan, a lawyer with Rein,
Mound & Cotton in New York.

"It goes without saying that it is
probably the best, most responsi-
ble method of dispute resolution,”

added Albert B. Lewis, a lawyer
with Cole & Deitz in New York and

a former New York insurance su-

perintendent.

Reinsurance arbitrations are ty-
pically overseen by a three-person
panel consisting of two arbitrators
chosen by the two sides and an
umpire. The umpire may be chosen
by agreement of the two parties, by
a drawing of lots-with the candi-
dates selected by the two parties-
or by appointment by a judge or
another neutral authority.

Once the panel is chosen, the two
sides develop briefs and may pur-
sue various forms of discovery, in-
cluding exchanges of documents
and-increasingly-taking deposi-
tions from witnesses. This is nor-
mally followed by a hearing at
which the two sides present their
cases to the panel.

Panels typically have wide lati-
tude in setting the schedule for
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completing the various phases of
the arbitration and establishing
limits on discovery and other pro-
ceedings, observers note.

AN arbitration award may in-
clude a detailed explanation by the
panel of its reasons for the deci-
sion, but usually it is simply an an-
nouncement of the decision.

The winning party may go to
court to have a judge confirm the
award, and the losing party may
ask the court to vacate the deci-
sion, although grounds for an ap-
peal are limited. An award may be
appealed, for example, if it was
fraudulently arrived at, if an arbi-
trator had an undisclosed bias or if
the award was beyond the scope of
the panel's power, observers say.

However, courts generally will

Continued on page 26

Judge bars

arbitration

of dispute

NEW YORK-A federal judge
has ruled that state control over
Ideal Mutual Insurance Co.'s liqui-
dation bars application of a federal
act that would compel arbitration
of a dispute between ldeal and Op-
timum Insurance Co. of lllinois.

U.S. District Judge Pierre N.
Leval ruled Sept. 15 that the
McCarran-Ferguson Act super-
sedes the Federal Arbitration Act
and bars arbitration of a reinsur-
ance dispute between regulators
overseeing ldeal and Optimum.

New York-based Ideal Mutual
was ordered liquidated by the New
York Insurance Department in
February 1985, and Optimum-
51% owned by Ildeal-entered vol-
untary rehabilitation under the su-
pervision of the Illinois Insurance
Department in December 1984.

The departments later had a dis-
pute over proceeds of reinsurance
contracts covering business writ-
ten by Optimum. Optimum and
Ideal had a pooling agreement
under which they shared premi-
ums, expenses and liabilities on
business they wrote.

The agreement provided that
Optimum would assign to Ideal the
"rights and benefits" of reinsur-
ance covering Optimum business.
The New York department later
claimed that as Ideal's liquidator,
it alone was entitled to the pro-
ceeds of the reinsurance. The llli-
nois department, meanwhile,
claimed that it was entitled to a
share (BI, April 29, 1985).

The New York department peti-
tioned the New York State Su-
preme Court for a declaratory
judgment regarding its rights
under the reinsurance agreement,
which included an arbitration
clause, court papers show.

Illinois did not answer the New
York action or ask the state court
to refer the matter to arbitration,
but last year filed suit in U.S. Dis-
trict Court for the Southern Dis-
trict of New York seeking to com-
pel arbitration under the Federal
Arbitration Act, court papers say.

The New York department then
sought dismissal of the suit on the
grounds that McCarran-Ferguson
bars application of the Federal Ar-
bitration Act.

In his opinion, Judge Leval cited
McCarran-Ferguson's provision
that no act of Congress will "inval-
idate, impair or supersede" state
laws regulating the business of in-
surance. He also cited Knicker-
bocker Agency vs. Holz, a 1958 de-
cision by the New York Court of
Appeals that found that New York
insurance law confers exclusive
jurisdiction over insurer insolven-
cies on the state Supreme Court. «
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not consider an appeal of an ar-
bitration award based on the

merits of the case.

Many of the exponentially grow-
ing number of arbitrations involve
attempts by reinsurers to rescind
their contracts, with the reinsurers
charging fraud, misrepresentation
or non-disclosure of significant in-
formation, observers say.

Other common disputes involve
charges of late notice of claims and
disagreements over the scope of the
underlying insurance coverage.

One of the more time-consuming
phases in many arbitrations is the
selection of the panel, and particu-
larly the selection of the umpire,
who represents the swing vote in
many decisions, observers say.

Choosing the panel has taken
months in some cases, and lawyers
complain that in cases where the
umpire is chosen by drawing lots,

the outcome of a multimillion-dol-
lar dispute can become a "crap

shoot.”

"It's used as a form of games-
manship," said Stuart Cotton, a
lawyer with Rein, Mound, referring
the umpire selection process.

"In the old days, you could agree
on the selection of an umpire and
never had to rely on lot selection,”
Mr. Bank added.

However, others pointed out that
the "crap shoot" analogy also can
be applied to litigation.

"How would you like to talk
about retrocessions to 12 people, to
a blue-collar foreman from the gas
company?" Mr. Lewis asked, refer-
ring to the hazards of presenting a
case to a jury. "All he hears is 'in-
surance company' and insurance
companies are bad."

Ronald A. Jacks, a lawyer with
the Chicago firm of Isham, Lincoln
& Beale, added that the risks of
umpire selection can be reduced if
both sides make a good-faith effort
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to select well-qualified, impartial
candidates for the job.

Lawyers involved in arbitrations
also complain of increasing delays
and "dilatory tactics" pursued by
some lawyers in the course of arbi-
tration proceedings.

"People are taking discovery
now when they never used to," Mr.
Bank lamented.

Mr. Jacks observed that disco-
very-including limited deposition
of witnesses-actually can save
time and expense when the arbi-
tration reaches the hearing stage.

However, he also noted that the
freedom to conduct discovery can
be abused.

"There are some attorneys who
make a habit of attempting to dis-
tort the process," Mr. Jacks said.
He added that he has seen "absurd
disputes" over discovery that "un-
necessarily heighten the tension
and provide an undue distraction.”

"Litigators have to learn that ar-
bitration requires some degree of

diplomacy and tact rather than a
blunt instrument,"” he said.

Mr. Wollen added that arbitra-
tion panels-which are not bound
by the strict rules of evidence that
govern litigation-"tend some-
times too far in the opposite di-
rection,” allowing forms of evi-
dence, like hearsay testimony, that
would not be allowed in court.

"The rules of evidence are there
for a very good reason," he said.

The real solution to long delays
caused by legal maneuvering is for
the panel to exercise strict control
over the scope and schedule of the
arbitration, according to Mr.
Jacks.

"If properly administered, arbi-
tration can work, but it is directly
dependent on the skill and strength
of the panel, and particularly the
umpire,” he said.

*'| see an increasing resolve on
the part of experienced arbitrators
to take control of the proceeding
and move things along to an expe-

An option now exists for you to
rnanage your cornpany's health
care expenditures while still

retaining your current benefit

plan and claims administrator.

This option allows your
employees flexibility and

convenient access to quality

care in a network of preferred

physicians and hospitals, saving
you and your ernployees Inoney

through discounted rates and

utilization management.

This option is Rush Contract

Care, sponsored by

Rush.Presbyterian.St. Luke's

Medical Center, a not. for.profit

health care institution.

ditious and-I think-fair conclu-
sion," he added.

Despite the delays that have pla-
gued some proceedings, several
lawyers opposed strict procedural
rules being written into the Fed-
eral Arbitration Act-which gov-
erns reinsurance disputes-or into
the arbitration clauses of reinsur-
ance contracts.

"If you established some sort of
overriding set of rules, it would
partly be a self-defeating exer-
cise," Mr. Wollen said, explaining
that procedural requirements dif-
fer from case to case and that one
of arbitration's advantages is the
flexibility the panel has in decid-
ing what rules should apply.

“"Most parties do not tend to
wander as far afield" during disco-
very in an arbitration as in litiga-
tion, Mr. Wollen said.

He added that "it's very rare that
an arbitration is not resolved
within six to eight months after the
first arbitration demand.” Cases
that drag on for years are the ex-
ception rather than the rule, he
noted.

"In the end, the key is the wil-
lingness of the panel to impose
some reasonable restraints on the
parties and their lawyers,"” Mr.
Jacks said.

Another problem inherent to the
arbitration process is that arbitra-
tors may not base their decisions
on precedents established in simi-
lar arbitrated cases, according to
attorneys. This results because of
the confidentiality of most arbitra-
tions and the fact that many panels
offer no explanation of the reason-
ing behind their awards.

Each arbitration "only settles
one dispute and has no value in
other disputes,” Mr. Cotton ob-
served. "So in the long run, maybe
(arbitration) is more expensive for
the industry.”

Other lawyers, however, ques-
tion the value of precedent in arbi-
trations.

One problem with creating a
body of precedent is that even if
the names of the parties were re-
moved in the reporting of the case,
"it would still be sufficiently clear
who the parties were and what the
nature of the dispute was,"” Mr.
Jacks pointed out.

"That would destroy one of the
main inducements to arbitration,
and that is confidentiality,"” he
said.

Mr. Jacks also said that compli-
cations could arise if panels were
required to render detailed expla-
nations of their decisions.

“1I'm a little concerned about
spelling it out in great detail be-
cause that invites petitions for re-
hearing and judicial review," he
explained.

A body of precedent in arbitra-
tions would be difficult to develop
in any case, since the procedures
followed vary from dispute to dis-
pute, Mr. Jacks also noted.

But, he added that an "informal™
body of precedent is developing to
the extent that the same individu-
als are involved in-and bring
their experience t-more arbitra-
tions.

Finding experienced, but impar-
tial, arbitrators also has been a
problem in many disputes, observ-
ers say.

Reinsurance arbitrators are typi-
cally current or retired insurance
and reinsurance executives, and
finding arbitrators that have no
present or former relationship with
one of the parties can be difficult
sometimes, Mr. Thompson said.

"The reinsurance community is
small, and a number of people have
conflicts of interest,” he explained.

One reinsurance executive, who
asked to remain anonymous, said
that he had been asked to act as an
arbitrator in several cases but had
to decline in all of them because of
business relationships with one of
the parties.

"That's absolutely typical," he
E= - — S I |
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U.S. reinsurers active N London market

By STACY SHAPIRO

LONDON-U.S underwriters
operating reinsurance subsidiaries
in the London market say there are
several good reasons to maintain
these overseas outposts rather than
write business solely from their
U.S. offices.

Reinsurers in London have the
opportunity to write more interna-
tional business than underwriters
anywhere else in the world. In fact,
U.S. reinsurers’' London units see
U.S. business that is not brokered
their U.S. parents.

In addition, a presence in Lon-
don helps U.S. reinsurers maintain
contact with their own retroces-
sionaires, which can ease their re-
newals.

And, by having a London

branch, the reinsurers can tap the
London market's well-known in-

formation network.

"Reinsurers throughout the
world feel that London is the hub
of the world's reinsurance busi-
ness. especially to write non-U.S.
business," said Malcolm Webb,
general manager for Employers
Reinsurance Consultants Ltd., the
newly established London subsidi-
ary of Employers Reinsurance
Corp.

“"We feel that the London market
is different than the market in the
U.S." agreed Victor Blake, chair-
man and chief executive of CNA
Reinsurance of London Ltd.
"Being here provides a passport to
NnonNn-U.S. reinsurance business
without having to open offices in
many other countries. By being in
London, the business comes to
London.

“"Another reason to be here is to
write U.S. business. U.S. business
in London is not necessarily the
business that you see in the U.S.,"
Mr. Blake explained. "We take the
view that London is a distinct
marketplace and we forget about
the geography.

"1 have always felt that U.S.
companies not having a presence in
London are shortsighted,” he
added. "We rely on London for our
own reinsurance, and by being
here, we have a greater relation-
ship with our London reinsurers.”

Currently, about 30 subsidiaries
of U.S. companies are approved by
the British Department of Trade
and Industry to write reinsurance
in the United Kingdom.

About two-thirds of these com-
panies write reinsurance for non-
U.S. insurers, while the remaining
companies write mostly U.S. busi-
ness that is ceded to the London
market, underwriters say.

Some of the DTIl-approved rein-
surers that are owned by U.S. par-
ents are considered to be leading
writers of U.S. reinsurance busi-
ness in the London market.

One of the oldest of these rein-
surers is Excess Insurance Group
Ltd., which was founded in 1894
by Lloyd's of London underwriter
Cuthbert Heath to write excess
business so that his Lloyd's syndi-
cates did not exceed their premium
income limits, said an Excess
spokesman. The company was
bought in 1973 by International
Telephone & Telegraph Corp., par-
ent of Hartford Insurance Group.

Today, Excess is one of the Lon-
don leading underwriters of U.S.
property/casualty reinsurance
treaties, according to Excess's 1985
annual report. About 34% of its
1985 gross premium volume of 313
million pounds ($453.9 million) is
composed of international, U.S.
and London Market reinsurance
treaties. The remainder is primary
and excess commercial bus.ness
and personal lines business.

Net premiums totaled 224 mil-
lion pounds ($324 million).

In December 1985, Excess in-

creased its capital and surplus to
85.7 million pounds ($120.4 mil-
lion) from 69.5 million pounds
($100.8 million) "to enable the
company to take further advantage

of the widespread opportunities to
write better-rated business-do-

mestic and international-in Lon-
don and elsewhere,” noted R.A.
Barberis, chairman and managing
director of Excess, in the com-
pany's 1985 annual report.
Another leading London market
for U.S. insurers looking for rein-

surance is Terra Nova Insurance
Co. Ltd., which is owned by a
group of American and Canadian
companies and investors. About
23.5% of the company is owned by
Aetna Life & Casualty Co.; another
23.5% by Travelers Corp.; 22.1% by
CIGNA Corp.; 17.3% by Marsh &
McLennan Cos. Inc.; and the re-
mainder by Canadian investors
and a British pension fund.

"We number ourselves among
the leaders in the London market

in capacity, size and strength,”

HealthCare COMPARE is something

special. We're unlike any other cost man-

agement program now on the scene.

Start with the bottom line. We can

reduce health care costs by 15-20%
within just one year.

We achieve these savings by work-

ing to reduce both hospital admissions
and length of stay.

With many programs, as many as

98% of cases are never reviewed by a
physician-only by nurses or by

sai,d John Riddick, managing

director of Terra Nova.

Terra Nova was founded in 1970
to retrocede London market busi-
ness to a captive reinsurer known
as Intercontinental Reinsurance
Co. Ltd. in Bermuda, which was
owned by many of Terra Nova's
U.S investors. However, Terra
Nova absorbed Intercontinental
Re's business in 1979, and the Ber-
muda company was liquidated.

Terra Nova reported 1985 gross
premiums of 156 million pounds

($226.2 million) and net premiums
of 108 million pounds ($156.6 mil-
lion), about 70% of which was rein-
surance assumed.

Year-end capital and surplus to-
taled about 96.7 million pounds
($140.2 million). Almost 70% of the
group's business is U.S. dollar-
based and includes marine, non-
marine and aviation business.

Another London market leader is
CNA Re, owned by CNA Financial
Corp. of Chicago.

Continued on facing page
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CNA Re was established 10 years
years ago with initial capitaliza-
tion of 2.5 million pounds ($3.6
million) by Mr. Blake, who had
previously worked in CNA's Chi-
cago headquarters.

Since then, CNA Re in London
has steadily increased its capital,
including a September increase to
40 million pounds ($58 million)
from 20 million pounds ($29 mil-
lion), according to Mr. Blake.

Gross premiums this year should
total about $200 million and
should reach $240 million in 1987,
he said. Net premiums in 1985 to-
taled 73.6 million pounds ($106.7

million).

stays are reduced from 800 days per

Originally, as much as 80% of the
company's premium volume was
generated from U.S.-ceded busi-
ness, but today it accounts for
about 65% of CNA Re's volume,
said Mr. Blake. "We have put more
emphasis on writing non-U.S.
business.”

Another major U.S. player in
London is Continental Corp.,
which operates two units in Lon-
don: Continental Reinsurance
Corp. (U.K.)) Ltd. and Uniona-
merica Insurance Co. Ltd., which
Continental acquired when it
bought Swett & Crawford in 1976.

Both companies are controlled
by a management team in London
headed by Chairman Philip Mar-

1,000 employees to 400-450 days.

With HealthCare COMPARE,

patients keep their own physicians.
There's no break-up of long-standing

relationships.

Because of our thorough monitor-

cell, who joined the companies
about two months ago after leaving
American Re-Insurance Co. (U.K.)
Ltd. as chief executive.

According to Mr. Marcell, Conti-
nental Re (U.K.), which writes
non-U.S. reinsurance, will write
about 40 million pounds ($58 mil-
lion) in gross premiums this year.
Unionamerica, which writes al-
most entirely U.S. business, will
write about 80 million pounds
($116 million) in gross premiums,
he said. Unionamerica wrote 1985
net premiums of 37.1 million
pounds ($53.8 million).

Capital and surplus for Conti-
nental Re (U.K.) is 10 million
pounds ($14.5 million), while Un-

reduces costs, too.

ionamerica has current surplus of
27 million pounds ($39.2 million).

Other London reinsurers that are
owned by U.S. parents but do not
write U.S. business include:

* INA Reinsurance Co. (U.K.)
Ltd., a subsidiary of CIGNA Corp.,
which wrote 24.5 million pounds
($35.5 million) in net written pre-
miums last year and will write be-
tween 25 million pounds ($36 mil-
lion) and 30 million pounds ($43.5
million) in 1986, said Peter Mor-
gan, director and marine/non-ma-
rine manager for INA Re (U.K.).

The company is currently capi-
talized at 5 million pounds ($7.3
million), but "we are looking to
possibly expand the company in

When you compare us to the cur-

rent crop, you see we're the ones to pick.
Call or write Mr. Lyn Fox, Director of
Marketing, HealthCare COMPARE,

730 Springer Drive, Lombard, Illinois

ing, patients can often leave the hospital
sooner to return home to their families.
And since patients are often respon-
sible for some of their own hospital bills,
they like the way HealthCare COMPARE

60148. (312) 932-7070.
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Thereknocomparison.

the future because the market is
right, Mr. Morgan said.

e Le Rocher U.K. Ltd., a subsid-
iary of The Prudential Insurance
Co. of America.

Le Rocher, French for "The
Rock," wrote its first risk on Nov.
22, 1985, according to Chief Exec-
utive Derrick A. Bailey.

Le Rocher, which has a sister
company in Brussels that is 10
years old, has capital and surplus
of 5 million pounds ($7.25 million)
and writes only non-U.S. property
reinsurance and only on a faculta-
tive basis, Mr. Bailey noted.

Mr. Bailey had said he hoped the
company will write about 2 million
pounds ($2.9 million) in gross and
net premiums this year, but the
company has written 1.3 million
pounds ($1.9 million) so far.

"We have certainly written less
than we expected,” he said. "But
we are trying to write business that
is well-rated, and there is less of
that kind of business than we
thought.”

Other U.S. insurance subsi-
diaries operating in London in-
clude Transatlantic Reinsurance
Co., a subsidiary of American In-
ternational Group Inc.; General
Reinsurance Ltd., a unit of General
Reinsurance Corp.; Kemper Rein-
surance London Ltd., a subsidiary
of Kemper Reinsurance Co.;
American Re-Insurance Co. (U.K.)
Ltd., a subsidiary of American Re-
Insurance Co.; New York Reinsur-
ance Corp. Ltd., owned by Rein-
surance Corp. of New York, which
underwrites through London un-
derwriting agent The Copenhagen
Reinsurance Co. U.K. Ltd.; All-
state Reinsurance Co. Ltd., ulti-
mately owned by Sears, Roebuck &
Co.; and Metropolitan Reinsurance
Co. (U.K)) Ltd., owned by Metro-
politan Life Insurance Co.

One company still to be ap-
proved by the DTI is the Employers
Re unit, which is now in the final
stages of opening its new under-
writing office in London. Employ-
ers Re hopes to receive DTI ap-
proval by April next year, Mr.
Webb said.

The company anticipates an ini-
tial capitalization of 30 million
pounds ($42.3 million) and expects
to employ at least four un-
derwriters to write all classes of
non-life reinsurance, Mr. Webb ex-
plained.

Employers Re decided earlier
this year to move its European
headquarters to London from
Zurich, Switzerland, where it had
maintained a presence for 21 years
(BIl, Sept. 22).

"We have no idea of the amount
of premiums we will write at the
moment,"” Mr. Webb said. "As con-
sultants, we are doing nothing at
the moment. We are just setting
uUp.”

Some of the U.S. companies that
are approved by the DTI to write
reinsurance in the United Kingdom
have stopped writing and are now
running off their business. These
include Ancon Insurance Co. (U.K.)
Ltd., a subsidiary of Ancon Insur-
ance Co. S.A. (Bermuda), which is
an Exxon Corp. unit (BI, Nov. 11,
1985), and British National Insur-
ance Co. Ltd., an Armco Inc. unit
(Bl, March 19, 1984).

British National failed in Lon-
don because "it grew too quickly,"
observed Mr. Bailey, who formerly
was director in charge of the North
American division of British Na-
tional. The company, which was
established in 1970 as Bellefonte,

much too quickly,” he noted.

Another company running off it/
business is AFIA Reinsurance 111
London, now a unit of CIGNA
Corp. The company had expefi-
enced severe underwriting lofses
(Bl, Dec. 26,1983).

John Mantz, general manager of
AFIA Re, said the company ‘'was
shut down in early 1985 because its
operations duplicated those of INA
Re, another CIGNA subsidiary. |
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U.K. reinsurers revising Expona clauses

By STACY SHAPIRO

LONDON-London reinsurers of
non-North American casualty in-
surance programs are backing off
from their push to wrile prodict
liability coverage for North Ame zi-
can exports solely on a clairrs-
made basis.

Last year, the reinsurers had
planned to enforce a clause in an
endorsement to non-North Ameri-
can casualty reinsurance treaties
that would have required ceding
insurers to write product liabil.ty
coverage for exports to North
America on a claims-made basis
beginning Jan. 1, 1987, or coverage
lor those risks would be excluded
Irom the treaties (BI, Dec. : 6,
1985).

The reinsurers originally

Coénstitution Reinsurance Corporatioh

planned to include the clause
among several others that they de-
veloped to update last year's en-
dorsement that banned coverage of
all North American operations-
except sales and distribution of-
fices-from non-North American
casualty reir-surance programs.
The reinsurers include the lead-
ing reinsurers of non-North
American ceding companies, but

do not include Lloyd's of London
underwriters.

The endorsement is known as
Expona 1986, which stands for Ex-
posure North America.

However, none of the clauses
that were issued recently by the
Reinsurance Offices Assn. to Lon-
don reinsurers specifically states

that coverage for exports to North
America should be written on a

claims-made iasis.

The new clauses are known as
Liability General Texts 397 to 400
and were written by a technical
committee of the ROA.

The clauses are supposed to be
worded more suec nctly than Ex-
pona was anc are distributed with
four pages of explanatory notes by
the ROA.

The ROA's explanatory notes to
Clause 400, vhich deals with the
claims-made issue, says that "Ex-
pona 86 was widely misunderstood
on the questiin of its claims-made
policy provision.”

The notes say: "The principle in-
volved was first and foremost not
that there should be claims-made
policies (although these were and
are encouraged),but rather that if
there were to be claims-made poli-

, _amosil50 yeats, through good tifnes»4 s a e
*tydd our clients with integrity, stal,ilitys@ -- c,
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Brussels
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cies, then (the clause should apply
to) all policies incorporating
claims-made coverages incepting
or renewed on or after Jan. 1,
1987."

If insurers cede claims-made po-
Ikies, then policies must have a
r€troactive date that falls after
Jan. 1, 1986, and an extended re-
porting period of less than 24
months, the explanatory notes say.

The push to cover North Ameri-
can casualty risks on a claims-
made basis, which was powerful
last year, lost its momentum be-
cause of several factors, according
to Stephen Riley, manager for non-
marine underwriting at Swiss Re-
insurance (U.K.) Ltd.

« The effort was not sustained

by all underwriters in London and
the United States.

= Underwriters decided that
claims-made policies were not
suitable for all casualty risks, al-
though they are for chemical and
pharmaceutical risks.

» Continental European coun-
tries cannot enforce claims-made
policies until they are approved by
their respective governments.

"Everyone has a different view
on claims-made now," Mr. Riley
observed.

"We amongst the reinsurance
fraternity here felt that it was im-
possible to impose a claims-made
position," he said.

But, he added, "We are still in
favor of claims-made, but there is
not the across-the-board move that
was heralded last year."

For example, at least two major
insurers in Europe are opposed to
claims-made policies, according to
Mr. Riley.

"In continental Europe, the move
to claims-made will take longer”
than in London, Mr. Riley pre-
dicted.

Although the reinsurers have
backed off from their position on
claims-made coverage, the new
clauses do reinforce the elements
of the Expona endorsement that
ban all North American operations
from non-North American casualty
reinsurance programs, which were
enforced by London reinsurers last
year, Mr. Riley noted.

Each clause has a U.S. version
and a Canadian version, but the
two are practically identical.

The first clause, LGT 397, is the
North American Operations Exclu-
sion clause, which is similar to Ex-
pona 86. The clause excludes legal
liability claims arising out of oper-
ations located in the United States
and Canada.

However, like Expona, the clause
exempts sales and distribution of-
fices from the exclusion. The
clause also exempts from the ex-
clusion coverage for employees
who visit the United States or
Canada for extended periods of
time but do not establish residence
there.

In addition, the clause does not
pertain to professional liability ex-
posures, which it notes should be
written under separate treaties.

LGT 398, known as the North
American Exports Costs Inclusive
Clause, says that a reinsurer's
maximum liability under a treaty
will include defense costs and ex-
penses for public liability and
product liability.

However, this exclusion may be
waived in countries that require
that policies exclude defense costs
from policy limits, the ROA points
out.

LGT 399, the punitive damages
clause, excludes punitive damages
and multiple damages from non-
North American casualty treaties.

That clause is similar to a clause
included in Expona last year, but it
clarifies that reinsurers will re-
spond to a punitive damage award
if a court determines that the origi-
nal insurance policy covers puni-
tive damages.

Meanwhile, an ROA committee
is drafting pollution exclusion
clauses that may be used during
this renewal season, Mr. Riley
noted.

One of the already-drafted ex-
clusions excludes all North Ameri-
can pollution risks. The clause is
worded similarly to the pollution
exclusion suggested by the Insur-
ance Services Office, Mr. Riley
noted.

This exclusion may be used by
reinsurers in London this renewal

In addition, London reinsurers
still are working on possible pol-
lution exclusions for non-North
American exposures, Mr. Riley
pointed out.



sSt--

*ION

| 1ADS

1985- 1985
As 6 KT r EMBASSY

00>« §XCESS

f K1Y,

'10415, 4!

Isn't it time you called General Star?

GENERAL
STAR

The Stable Market

General Star Management Company, Stamford, CT ¢ 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

Amemberof Ge,1,0 Rees,-|



32 / business insurance, November 10. 1936

spotlight report

Duncanson & Holt, Inc. and Crawford & Company

AnNnounce with

Plil DE

THEIR

Program for Rehabilitation 01 Injured or Disabled Employees

A CATASTROPHIC MEDICAL CLAIM MANAGEMENT SYSTEM
AVAILABLE FOR CUSTOMERS OF -FE

American Accident Reinsurance Group

FOR FURTHER INFORMATION CONTACT YOUR LOCAL D&H OFFICE

ATIANTA (404) 233-7100 -CHICMGO (312' 930-9340 - CALL.S {214 696-1171 -PHILADELPHIA,215) 563-6758 « NEW YORK 313) 164.0616 -SAN FRANCISCO (415) 398.6636

Proposals could cut
availability of LOCs

By JUDY GREENWALD

Reinsurers may find it more dif-
ficult to obtain letters of credit
from bar.ks to secure their obliga-
tions b€cause of proposed federal
regulations :ha: would require
banks to capilalize LOCs.

"It'l1l cost (reinsurers) more
money t© do business," summed up
Andrew P. Burger, a senior analyst
with the Continental Reinsurance
Corp. ir. New York.

In fact, some observers say banks
already are increasing the amount
they Dharge for LOCs in anticipa-
tion cf the regulations.

If thE regulations are approved,
it cotld lead to tighter reinsurance
capacit and higher rates as un-

Is M&O6 On

Your pmfassionat reinsurance broker knows who should be
on. He:s seen the problems which can befall the inexperienced
and naive reinsurer. And he can distinguish the good guys

from the bad guys
Is M&G on?

Thik to your reinsurance

broker. Hell get the

good guys on and we'll ..

get our share

MERGANTIEE

The Mercantile & General

Reinsurance Company of America
310 Madison Avenue CN 193£

Morristown, New Jersey 07960
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authorized reinsurers find it
harder to guarantee obligations to
ceding companies, observers say.
This, in turn, could affect capacity
and pricing in the primary market.

But, observers also note rein-
surers will be able to tap alter-
natives to letters of credit to guar-
antee payment to ceding
connpanies.

Standby letters of credit are wi-
dely used to secure reinsurers' ob-
ligations to ceding companies and
to let ceding companies take credit
for reinsurance purchased from
unauthorized reinsurers.

According to the Federal Deposit
Insurance Corp., $169.6 billion in
outstanding standby letters of
credit had been issued by U.S.
commercial banks as of June 30.
The FDIC does not track how much
of this was accounted for by the in-
surance industry, but observers say
it is certainly in the billions of dol-
lars.

until now, banks have been able
to treat their "off-balance-sheet”
or contingent liability items, such
as standby letters of credit, dif-
ferently from "on-balance-sheet"
items, such as loans.

For balance-sheet items, a
bank's primary capital must equal
5.5% of total assets, said a spokes-
woman for the U.S. Comptroller of
the Currency. Primary capital in-
cludes equity capital plus the

bank's reserve for loan losses, she
said.

But banks have not been re-

quired to adhere to a capital ade-
quacy ratio for off-balance-sheet
items, including LOCSs, despite the
element of risk involved.

Now, the FDIC, Federal Reserve
Board and Comptroller of the Cur-
rency, all of which have jurisdic-
tion over U.S. banks, have separa-
tely proposed regulations that
would require banks to take their
entire "risk profile” into account.

The three proposals "are not that
far apart,” said Richard Spillen-
kothen, the Fed's deputy associate
director. The three agencies are
now working to iron out differ-
ences and find a joint proposal,
said Steve Pfeiffer, an examination
specialist with the FDIC.

"We're trying to see if we can at
least agree on some kind of a con-
sensus," he said, though he noted
that is not necessary since the
three agencies all have different
jurisdictions. Nevertheless, “I
think everyone is going to work to
make sure the major things are
similar.™

The Comptroller of the Currency
supervises federally chartered
banks, the Federal Reserve Board
has primary supervisory authority
over state-chartered banks that
belong to the Federal Reserve Sys-
tem and the FDIC, while insuring
virtually all U.S. banks, has pri-
mary supervisory authority over
state banks that are not Federal
Reserve members, said Mr.
Pfeiffer.

Mr. Pfeiffer said he was not sure
when the regulations would go into
effect. "There haven't been a lot of
public statements"” on the issue, he
said, but "there's definitely a con-
sensus that banks have to look at
off-balance-sheet risk.™

Such a regulation "obviously is
going to raise the cost (of LOCSs),
that's clear," said Woody Little-
field, a New York-based vp at First
National Bank of Chicago.

Banks will be less willing to
issue letters of credit because that
will drain their reserve capacity
and thus limit their ability to make
loans, said Donald R. Henderson
Jr., a partner in law firm of Kroll,
Tract, Pomerantz & Cameron in
New York. That means higher costs

Continued on page 34
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CONNING INSURANCE CAPITAL LIMITED PARTNERSHIP for LOCs that are issued, he added.
Banks are already cutting back
on issuing LOCs and increasing
fees, Mr. Littlefield said, partly in
$50,000,000 anticipation of the regulation and
partly because "the banks them-
selves are beginning to discipline
Venture Capital and Special Situation themselves more than they have in
the past" and are now taking con-

tingent liabilities into account.
Kirk Roeser, president of Gill &
Roeser Inc, a New York-based re-
An Undertaking of Conning/Bigler Limited Partnership insurance intermediary, noted also
banks now are concerned about the
For Information Call or Write question of drawing letters of
credit down in response to the
maze of litigation surrounding

Investments in the Insurance Industry

Thomas R. Watjen Universal Marine Insurance Co.

Conning & Company Ltd., Beacon Insurance Co. and

101 Pearl Street, Hartford, CT 06103 Cherokee Insurance Co. (Bl, Nov.
12, 1984).

(203) 527-1131 He said where letters of credit
had cost 0.25%6 to 0.375%0 of their

value, they now cost 0.5% or more.

Andrea Doria. 1956(WIDE WORLD PHOTOS)

San Francisco Earthqualte. 1906 (WIDE WORLD PHOTOS) Chicago Fire. 1871 (UPI/BETTMANN NEWSPHOTOSJ Hurricane Frederic, 1979 (wmE WORLD PHOTOS)

NOTHING ROCKS OUR BOAT.

Tn a world where the unexpected is
ibecoming increasingly common, you
need an insurer who stands by you. Royal
Insurance. with an outstanding record
dating back to 1845. has stood by its clients
through all kinds of losses.

Royal's Business Guard Program for
associations. franchises, and other affinity
groups offers experience you will find in
few other property/casualty companies: 25
years of underwriting association pro-
grams, 160 programs currently written
and a solid dividend paying history. *

Well be here for your group insurance needs.

*Dividends cannot be guaranteed and must be
declared by the companies' Boards of Directors.

&*** 1

Royal | Insurance
9300 Arrowpoint Boulevard

vv Charlotte, NC 28210

“"We've been advised of increases
in the rates of letters of credit,”
said Phil Simpson, vp of adminis-
tration for Johnson & Higgins Ber-
muda Ltd., which manages 150
captive insurers.

Rates currently remain 0.25% to
0.375%b, including a 0.125%0 fee
charged by U.S. banks when they
confirm an LOC originally ob-
tained from a foreign bank, which
is required by state regulators.

However, Mr. Simpson says let-
ters of credit could cost from
0.625% to 0.75% soon, though J&H
is hoping to find sources willing to
hold the letter of credit rates at a
range of 0.375% to 0.5%. "Whether
that is the reality, we just don't
know at this point,” he said.

"This has been something we're
concerned about,” said Jim Stan-
nard, senior vp of F&G Re, a unit
of USF&G Corp. While he agreed
the proposed rule could raise the
cost of LOCSs, he said "they still
are hovering around the same price
they were a year ago"-about
0.25%.

Robert J. Gaffney, USF&G's vp
and controller, estimated the cost
of letters of credit could go up as
high as 1% because of the regula-
tion. Any increased costs will ulti-
mately be passed through to the
ceding company, he noted.

Difficulty in obtaining letters of
credit could conceivably lead to
tightened reinsurance capacity,
observers say. Foreign reinsurers
may decide the increased cost of
letters of credit is "just not worth
it" and withdraw from the U.S.
market, leading reinsurers that re-
main to increase rates, said Mi-
chael Giordano, assistant secretary
and assistant manager of the treaty
accounting department at G.L.
Hodson & Son Inc., a reinsurance
broker in New Hyde Park, N.Y.

The question is: "Do licensed
reinsurers have enough capacity to
reinsure all the business out
there?" noted Donald D. Gabay, a
partner with Stroock & Stroock &
Lavan, a New York-based law
firm. Mr. Gabay added thal he be-
lieves they don't.

Mr. Gabay noted also if ceding
companies could not take credit for
reinsurance purchased from non-
admitted reinsurers, it would re-
duce their statutory surplus and
therefore limit the amount of busi-
ness they could write.

But observers say that even if the
cost of LOCs become prohibitively
high, there are alternatives.

For instance, reinsurers could
deposit cash in escrow accounts
with U.S. ceding companies, a
common practice before they
began buying letters of credit.

But observers say reinsurers are
more likely to use reinsurance
trusts, into which reinsurers place
securities or other assets to secure
their obligations to ceding com-
panies. The trusts are then main-
tained by banks (Bl, Sept. 22).

The ceding company is named
the beneficiary of such a trust and
has the same rights to draw down
on the trust in the event the rein-
surer fails to meet its obligations,
as it would be able to draw down
on a letter of credit.

INnterest in these trusts has in-
creased in light of the proposed
regulations. Reinsurance trusts are
the "wave of the future,"” said
Stuart H. Grayston, president of
Hanna Insurance Management
Ltd., a Bermuda captive manager.

"It looks to me like trust agree-
ments is the way to go," Mr.
Grayston said. If enough money is
involved, the trusts are "not that
much more expensive" than letters
of credit are currently, he said.

Because of the increasing cost of
letters of credit, Hanna Insurance
Management has started to use re-
insurance trusts for some of the 87
captives it manages.

Reinsurance trusts can be benefit
banks as well, noted Frederick J.
Pomerantz, an attorney with Rein,

Continued on page 36
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it's quite a trick to get the ~ provide responsive, yet then grip it along the fold
Special Purpose Insurance-  responsible markets. and pull gently until the
or Reinsurance you need. In the parlor trick, circle is a slot—and the coin
It’s a bit like getting - will slip through.
the quarter through the [t’s no trick at all to
smaller hole. get through to us.

At First State, Cameron and Colby,
New England Insurance 60 Batterymarch
and New England Re, our Street, Boston,
underwriters stretch their Massachusetts
imaginations— to find e 02110.

Striking a balance in today’s market.

FIRST STATE and NEW ENGLAND RE

Buston, New York, Atlanta, Chicago, San Francisco, Los Angeles
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Lette rS Of Cred it reg u Iations But Mr Giorcano warned tha: increased demand for the the Federal Reserve Board, he said, noting this is why foreign

trusts coild cause banks to increase fees for trustee serv.ces banks must have their letters of credit confirmed
Continued from page 34 Another option could develop tf she National Assn of In- The NAIC's consideration of these proposals and the tin-
Mound & Cotton in New York Because the oank is acting surance Commissioners moves 10 permit foreign banks to pending federal regulations are coincidental, Mr Smythe
only as a trustee, there is no impact on its balance sheet issue LOCs themselves, instead of having them confirmed by said, explaining that foreign banks had asked the NAIC to
And, the trusts can help reinsurers, because New York in- a domestic bank consider allowing them to directly issue letters of credit
surance law prohibits a company from pledging more than William Smythe, executive director of the NAIC's Securl- However, the Reinsurance Assn of America is opposed to

5% of its assets as collateral to back letters of cred.t issued cn ' ties Valuaton Office said his office is recommending regula- accepting letters of credit from foreign banks because it is
a secured basis, said William Zuk, vp at Marine Midland tors accept letters of credit from foreign banks if they have a concerned about the security of those banks, said James
Bank in New York But, a reinsurer could pledge unlimited double-A rating from a credit ratmg agency and from do- M Shamberger, RAA senior vp "What we want is the secu-

amounts of collateral to a trust, he said mestic banks with a single-A rating nty,"” rather than "just the balance-sheet credit,” he said
Reinsurance trusts are "fairly feasible,” said Bill Latza, an Mr Smy:he': office w.11 ask the NAIC to adopt this stan- But Mr Smythe said, "We don't have any problems with
attorney with Stroock & Stroock & Lavan in New York dard at its December meeting, he said And, as a corollary, it the quality aspect of it "
"There's a difficulty because you have to physically take the will ask the NAIC's Reinsurance & Anti-Fraud Task Force USF&G's Mr Gaffney said he would welcome acceptance
trust assets” and bring them to the bank, he said also to amend the NAIC's model law on credit for reinsurance c f letters of credit from foreign banks "From our standpoint
However, Gerard T Morda, a vp at New York-based Irvir.g to let regulators accept LOCs directly from acceptable for- it would be good, because it would drive the cost down "
Trust Co, which currently administers reinsurance trus:s eign banis "The ceding company would still have to accept” the letter,
says, "The majority of today's investments are electronic by The model law now has a "vague" standard tha: states let- he said If a ceding company accepted a letter that proved
nature,"” explaining assets do not have to be literally moved ters O5 credit must be issued by banks that are members of worthless, "It would be their own fault, wouldn't it?"

Chicago bank's

LOC service

slow to take off

CHICAGO-First National Bank

of Chicago's letter-of-credit man-
get off the ground than the bank rtixr.-- -57 2 ... tz6.2>St, % 1- 4..
expected
. _— -
KB IFTIFSt*f 6! S< LS *lf< ,341*8231

cago was tOUtlhg the new service to . B
poterttial insurance company c
of LOCs that guarantee payment
by reinsurers (BI, Nov 11, 1985) U.32>>
ing the service for only a handful I -*%0*43 7
of clients on a pilot-program basis
plement than we initially i
thought,” explained Andre Ler- Sjr**tl’a JB t')>,.6:45— U Y. LIS o
manager in Chicago 2:1-,4/t & :c -€3' Lif '64:-3

"We're finding each situation is

agement service is taking longer to
At this time last year, First Chi- Util. 4.8 &

ents concerned about the validity -4-<*24952§ZLPR§L;)]1§/.94-*5 T p*4-1 1SB*)>e T 4
But today, the bank IS perform- ds.'. *174%
"It's a little more complex to im-

man, assistant vp and product

somewhat different, but we're

3 25-Al: A=

adapting and growing with it,"” he 7
said "We're going through the ...3:::ir.* 71-.:f.
learning curve "
As conceived, the service would ' 4 0/ n
- Review all LOCSs issued on be- Wi-&,]-o_%i_-z@ I
half of a ceding company's rein-
surers to ensure that they meet
state regulatory guidelines Y E»> %ég L. f3
- Examine an issuing bank’'s
LOC exposure relative to its assets 2 S S £- oo --4
- Safeguard the LOCs at the "'
bank's Chicago headquarters
- Monitor the client's LOC port- 4:f.t-7-2fr.4.:r

o L (08-4*47299%2. ~

are current and have not expired
2'5,1- -.-172:L1.5.0...

- Present dravw-down docu-
ments to the issuing bank

But as the development of the
product progressed, First Chicago
recognized that it needed to custo-

mize tth‘z S;“’:fe mere tf;a” fthad 6,9,72,4..3-::.2-4084.Y..EY:,6 --U.C-94

expected, r Lerman sai 1. . . . e . --

o e suin moer e SY11-31KE " 6-1: If6*3*l -69:542:32 mifi#*5:Pi;?>;f 2if:
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for monitoring LOCs at one insurer *AMZJ.2 5-*
S LSS T8 o b nesA B B o

INnsurers' internal accounting

P e e O 0-J-0%0 ¥ 63»AN# --44F- SCEgg,Sggz,ﬁﬁS;.wJ, ,&g }24230»«7f -

keeping the program "in the fam- M eq: _/ 2 1) -’ .....62*9 -- 4 *229p1%: 1. *|E5=481.43- 92

ily,"” he said The insurers in the "
pilot program were already First
Chicago customers
But as development of the prod-
uct progresses, the bank expects to
offer it to non-bank clients
Citing customer confidentiality,
Mr Lerman would not give de-

ta 1 rinnogtttheesefefi-

nancial institution to explore an
LOC management service Citi- 1. 2" A A _
bank in New York considered-and
decided against-offering such a
service about 10 years ago _ PG
“It's not a simple product, It'S - D
fairly complicated in a custody
sense,"” said William Cushman, vp-
insurance industry department at
Citibank, referring to the depart-
ment in a bank that safeguards of-
ficial documents for clients
The proper handling of LOCs en-
compasses numerous issues, like
draw-down procedures, with
which custody departments are not
usually familiar, he explained
-By Steve Taravella
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Check reinsurers' financial stability: Experts

By ROBERT A. FINLAYSON and veteran risk managers agree

the Darien, Conn, office of Til- trust fund, but reinsurers of the lower overall limits, you're down

Risk managers who have been even kntowprhtthe tahifikadelt linghast, Nelson & Warren Inc, maior participants in your prop- in an area where you could very
’ ith Mr Hackenbuwiéﬁilert ans%il(i]ability programs,” Mr easily blow through a primary"

) . L o . agrees w,
paying close attention to their in- security is behind some of the sesgmenst 01! reinsurance sec oman

surers' financial health as insurer paper they're taking," noted P Ri- should be done not only by risk

insolyencies ingrease, may.pave to chard Hackenburg, staff vp-risk managers with captive insurance with using 'Jo

management_ for All€gheny Inter- companies, but also by those put- the stratosphere o br
Hall SBr Hyané ting together_l & B all

. : / anu
Risk managers-especially those national Inc in Pitts arge excess property because the p053|b|ﬂty orpc

layer and file claims with excess

"In the past, f;{ou could get away insurers

nny No-name" up in Sltnee Ir“sureas V}/rltlng extcess
ayers typically cede large portions
of the %%'k itis Im : ortagnt o now

with Iarge complex excess Insur- asg\presment oféhe.ﬁis & Insur- or liability insurance programs, hie On it to pay for a claim was so ré- the financial condition of the rein-
a gr ariagement Sodiety advises

nce pr ams or captive insurers ance

-also should monitor the condi- "I think that's probably more

mote," pointed out Denis Julien, surers, Mr Julian noted
"We've always argued that you director of risk management for

"If that reinsurance turns Qut to

fion of the reinsurers ggququksggdorgﬁvalent than we' d care to ouglht to know the quality of your Florida Pr(%gress Corpin St Pe- be uncollectible, more than likely

eir primary an 2

consultants, reinsurance brokers

nancial support, in terms of not tersburg,
H Felix Kloman, a principal in only reinsurers on a captive or
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it would cost the risk manager his

"But with higher losses and Job," Mr. Julian said

Mr Kloman says a risk man-
ager's best source of information
about reinsurers is from 1ts prl-
mary or excess insurers But, he
adds, insurers often view their
evaluation of reinsurers as confi-
dential and will not give it to the
risk manager

The risk manager could then
consult one of the rating services to
evaluate an insurer's reinsurance
security or do his own evluation,
much like insurers do, consultants
and reinsurance brokers say

Generally, the degree to which
an insurer evaluates reinsurance
security depends to a large extent
on how much reinsurance the in-
surer buys

For example, Crum & Forster
Corp of Morriston, NJ, which
relies extensively on reinsurance
because of the many specialty lines
it writes, has one of the insurance
industry's most sophisticated rein-
surance security programs, accord-
ing to lan R Heap, executive vp

Crum & Forster has a staff of
financial analysts who devote their
time exclusively to the quantita-
tive analysis of reinsurers' financ-
ial results

"We don t rely on anybody We
do our own inquiry, but we use
every piece of useable Information,
be it from (A M) Best, the Depart-
ment of Trade and Industry in the
U K, wherever, and we maintain
active contacts with others who
have comparable interests outside
the USA,"Mr Heap noted

However, other companies, be-
cause they do not cede large
amounts of risk, do not maintain
such elaborate security depart-
ments Instead, they rely on others
to gather information about rein-
surers

For instance Warren, N J -based
Chubb Group reinsures little risk
outside of its intracompany pool-
ing arrangements, according to
John (Jack) F Kirby, a senior vp
with Chubb

"We very much rely on our rein-
surance broker to accumulate the
data for us," he said "They don't
make the decision, but they do
submit the data to us " he added

New York-based Guy Carpenter
& Co Inc is Chubb's reinsurance
broker

Most reinsurance brokers main-
tam some sort of security analysis
program for the markets they use,
although the depth and sophistica-
tion of this program is largely de-
pendent on the size and staff of the
broker

Also, it is important to note that
the reinsurance broker, unlike the
insurer or risk manager, is not the
end user of financial security data,
consultants and brokers pointed

out

Reinsurance brokers see them-
selves as a conduit for the transfer
of information and analysis on re-
insurance Inarkets to the buyer It
is then up to the reinsurance buyer
to take that information and de-
cide whether to use a particular
reinsurer, brokers say

"We don't make a decision on
behalf of the client We don't even
recommend,” said Robert A Bai-
ley, senior vp at Minneapolis-
based E W. Blanch Co, the third-
largest U S reinsurance broker

Continued on next page
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"Our role is to obtain for our eli-
ent sufficient information so they
can make an informed decision
themselves as to not only whom to
Flace business with, but what kind
of business and how much,” Mr.
Bailey added.

Reinsurance brokers say most of
their insurer clients have their own
full-time security staffs and com-
mittees to collect and analyze fi-
r_ancial data on reinsurers.

Those that do not-mostly
smaller insurers-rely more heav-
ily on data collected by the rein-
surance broker, noted Joseph A.
Zaffarese, president of Frank B.
Hall Re of New York Inc.

"When dependent on the finan-
cial data and analysis provided by
the reinsurance broker, it is impor-
tant to beware of the capabilities
and expertise of :he staff of that
broker,"” advised one consultant,

who asked not to be named.

While most of the larger reinsur-
ance brokers say they constantly
update their security informaton
and often do their own analysis of
that data, the smaller brokers say
they typically update their infir
mation only quarterly or annually.

AnNnd, smaller brokers appear tc
rely more heavily on security anal-
ysis provided by various reinsur-
ance rating services and by the Na-
tional Assn. of Insurance
Commissicners.

Mr. Hackenburg said that rely-
ing on the financial expertise of a
reinsurance broker or inierme-
diaries is acceptable when that
company has the staff and experi-

ence to prorerly evaluate a mar-
ket.

"But some brokers and interme-
diaries are small and don t have
the staff to do a complete job, and
the pressures of getting a produc.
to market and getting it placed
sometimes obviates against :he

4>

proper job of do diligence,”" he
warned.

Mr. Zaffarese says Frank B. Hall
Re uses computers extensively for
storing and evalua.ing financial
data on reir_surers. This way, "We
can ins:antly call up that data
whenever it's needed," he noted.

Generally collection anc] quanti-
tative analysis of the financial data
are performed by one cr more ana-
lysts and turned over to a security
commistee made up of sen.or-level
executives.

The members of :he committee
not only review the quantitative
data but provide "market intelli-
gence" about the reinsurers, such
as antic_pated changes in manage-
merit, a ma or addition to surplus
or a pending acquisi:ion.

Thal information is weighed
alongside the financial data, and a
dec_sion is made as to the quality
and financial strength of a particu-

lar reinsurer.

For example, Crum & Forstefs

a A

security committee is composed of
six of the company's top operations
and corporate officers. They meet
five to six times a year to review
the financial data developed by the
insurer's analysts and to discuss
any recent developments relating
to reinsurance markets, Mr. Heap
explained.

Acvording to brokers and insur-
ers, sources of financial informa-
tion for U.S. reinsurance com-
panies include annual statutory
filings and reports by state regula-
tors, the 1 OK report they or their
parents file with the Securities and
Exchange Commission and audi-
tors' reports.

Many large brokers and insurers
also will obtain information
directly from reinsurers, through
contacts with both management
and staff. Such information might
include:

= The kind of business the rein-
surer is writing.

- The names of the reinsurer’'s

111
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retrocessionaires and the amount
retroceded to each.

= The reinsurer's market stra-
tegy.

« Its future plans.

- The expertise of the com-
pany's management.

 The reinsurer's previous years'
results.

Often this kind of information
will point out a potential problem
or significant financial improve-
ment long before it would show up
in the financial data, Blanch's Mr.
Bailey said.

“If you wait until market strate-
gies and changes in direction show
up in the numbers in the annual
statement, it's often too late,” he
noted.

However, such a strategy is often
impossible for the risk manager to
employ because of the time in-
volved, risk managers say.

"You may have half-a-dozen
reinsurers involved in a big risk.
How many people have that kind
of time?" Mr. Hackenburg asked.

Obtaining information on inter-
national reinsurers is more diffi-
cult than obtaining data on U.S.
companies, largely because annual
statutory filings in many foreign
countries are not public docu-
ments, experts say.

"If you can't get it from the regii-
latory circles, you have to get it
from the company,” Mr. Bailey
said. "And in most cases, the com-
panies are really not anxious to
make a lot of information available
about their situation for good rea-
sons.”

Mr. Bailey also pointed out that,
in many countries, corporate taxes
are deferred until dividends are
paid to stockholders. "So, if the
companies were to broadcast in-
formation about their earnings
that would be inconsistent with
their published statements, which
are very conservative in many
cases, it might embarrass the tax
authorities and boomerang,” he
said.

Insurers, especially those that
heavily reinsure, are often in a bet-
ter position to get financial data
from reinsurers, both domestic and
international, because they have
considerable clout with the rein-

Mr. Heap noted that C&F will go
directly to the chief financial offi-
cer of a reinsurer for information.
"If they want to do business with
us, they have to respond,” he said.

But when it comes to evaluating
the data obtained about reinsurers,
there appears to be no hard and
fast rules about what exactly to
look for. Rather, brokers and in-
surers say they calculate about a
half-dozen key ratios to determine
how a reinsurer compares with
other reinsurers of the same size
and with a similar mix of business.

Analyzing these ratios is "more a
comparison of each company with
its peers, rather than trying to de-
cide what's good and bad,"” Mr.
Bailey observed. "It's more like: 'Is
it better or worse than the aver-
age?' "

The ratios tracked by brokers
and insurers include:

* Premium to surplus.

- Liabilities to surplus.

= The amount of business retro-
ceded by the reinsurer in relation
to gross premiums, net business
and surplus.

* Profit to gross premiums and
net premiums.

= Profit to surplus.

Analysts say they also examine
the the adequacy of the reinsurer's
loss reserves.

Despite the extensive efforts on
the part of both insurers and rein-
surance brokers to weed out un-
sound reinsurance markets, both
say some problems are bound to
crop up.

"It's an incredible job," Hall Re's
Mr. Zaffarese says. "In the last few
years, we've seen companies dete-
riorate so rapidly, it's beyond be-

o - e—— =




Variety of rating services
financial security

evaluate

By ROBERT A FINLAYSON

Risk managers looking for ways
to evaluate the financial strength
and security of their reinsurers
will find a variety of financial rat-
ing services available to them.

In fact, publishers of several of
the more sophisticated and costly
insurance and reinsurance rating
services are looking for ways to
market their products to the risk
management community.

Up until now, insurers and rein-

surance brokers have been almost

the exclusive users of those rating
services.

Currently, there are four major
insurance and reinsurance rating
services: A.M. Best Co.; Interna-
tional Insurance Financial Service;
Insurance Solvency International
Ltd.; and Standard & Poor's Corp.

None of the services offers com-

plete information on both U.S. and
international insurers and reinsur-
ers, although all are expanding to
increase their coverage.

Insurers and reinsurance brokers
say they rely on the services to
varying degrees. The rating ser-
vices are a "good starting point,”
summed up Robert Bailey, a senior
vp with E.W. Blanch Co. and a
former senior vp with Best.

But, while small brokers rely
heavily on these services, large re-
insurance brokers say they perform
their own analysis on the data pro-
vided by these services.

Generally, price denotes the so-
phistication and the frequency of
the reports provided: The more
costly services provide more de-
tailed financial data on individual
companies and update the infor-
mation more often than the less
expensive services.

Best's annual report on prop-
erty/casualty insurers is the least
expensive of the four at $375,
while the cost of Insurance Sol-
vency International's service can
exceed around $10,000.

None of the four approaches rat-
ing reinsurers quite the same way:

- A.M. Best Co. of Oldwick,
N.J., publishes a report that covers
1,700 insurance and reinsurance
companies based almost exclusi-
vely on the statutory financial data
submitted by these companies to
state regulatory agencies.

Best's is the oldest insurance and
reinsurance rating report. The
1986 property/casualty report is
Best's 87th edition.

INn Mmost regards, Best does the
same type of analysis and report-
ing on reinsurers that they perform
on insurers, noted Paul E. Wish,
a vp with Best.

Best reports five-year historical
data on each company that it re-
views, along with information
about management, operations and
reinsurance. The service also eval-
uates each company's financial
strength and assigns each a rating
based on several key tests it per-
forms on the statutory data.

Best also publishes Best's Ad-
vance Rating Report Service,
which provides an updated rating
of U.S. insurers and reinsurers
based on six- and nine-month stat-
utory reporting data. The service
costs between $5 and $30 per com-
pany requested, depending on the
number of reports purchased.

Neither report covers interna-
tional insurers and reinsurers
based outside the United States
because those companies do not
submit statutory financial data to
U.S. regulatory agencies and thus
"cannot be compared on an equal
footing with U.S. companies,” ac-
cording to Mr. Wish.

However, Best began publishing
an international property/casualty

report two years ago because of the
demand for financial data on for-
eign-based insurers and reinsurers.

But, unlike the U.S. edition, the
$325 international report does not
include ratings for the 500 com-
panies it reviews. It presents only
the companies' balance sheets and
operating statements.

Mr. Wish noted that Best is at-
tempting to provide information on
foreign-based insurers and rein-
surers that compares with the in-
formation it presents about U.S.
companies.

"It's a tough project,” he noted.
"Foreign companies report at dif-

ferent times of the year and at dif-
ferent intervals. But we do have

people working on this with the ul-
timate intention of providing, if
not a rating, some standard basis
of comparison, or ratios or tests in
the areas of profitability, leverage
and liquidity. That would probably
be the first step.”

The information for the interna-
tional edition is provided voluntar-
ily by the insurers, he added.

= International Insurance Fi-

nancial Service in London bases
its evaluations on interviews with
the management of reinsurers be-
cause the services believes that
reinsurers cannot be properly ana-
lyzed from their statutory financial

statements alone.

Continued on nezt page
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Rating services

Continued from previous Fage

IIFS has been collecting finan-
cial data and rating international
insurers and reinsurers since 1981.
It currently reviews 800 insurers
and reinsurers.

AnNd, in July, IIFS launched an
American Service that includes 100
U.S. reinsurers, noted Michael
Miron, editor of the American Ser-
vice based in Stamford, Ccnn.

Mr. Miron says the statutory re-
porting requirements of the Na-
tional Assn. of Insurance Commis-
sioners are inadequate for
evaluating reinsurers. He cites the
lack of a separate line-of-business
report for reinsurance and rein-
surers' "inadequate" reporting of
loss reserves.

"It's relatively difficult to un-

derstand a reinsurance company
from its annual statement-far

more difficult than a standard

commercial underwriter,” he said.

Mr. Miron noted that the IIFS

reports include information about
the kind of business the reinsurer
is writing; regions in which the
company writes business; its rela-
tionship to any parent company;
whether and why contributions
were made to surplus; and infor-
mation about prior losses.

In addition to statutory financial
data, each report includes addi-
tional data provided by the rein-
surer and a rating, based on six
factors: relationship of capital
funds to underwriting commit-
ments; net reinsurance retentions;
balance sheet management;
operating performance; domicili-
ary environment; and sponsorship.

Like its international service,
IIFS' American Service is pub-
lished in a looseleaf format that
allows updates whenever there is a
significant change in a company's
financial position. For example,
many reinsurers have had capital
infusions during 1986, Mr. Miron

Should that matter to you?

noted.

About one-third of the com-

panies included in the American
Service are not rated by Best, he
said, because they fall under one of
two exclusions Best has created:

They buy significant amounts of
reinsurance from unrated rein-
surers or have not been operating
for five or more years.

Mr. Miron said HFS chose to in-
clude these companies because the
company believes its subscribers
do not want to wait five years be-
fore having financial data and a
rating for newly formed reinsurers.

The International S ervice costs
$2,000 and the American Service
costs $595 a year. Th3 reports on
companies included in each service
are two to seven pages long.

* Insurance Solver-cy Interna-

tional Ltd. of London collects and

analyzes financial data on 1,100
international insurance and rein-
surance companies that is avail-
able in three separate services.

The basic service, which costs
$3,000, includes unanalyzed data
for all 1,100 companies and a brief
summary of several early warning
tests that ISI employs. Information
on each company is presented in a
two-page looseleaf report.

The early warning tests compare
premium to surplus; changes in net
premiums; ceded premium to gross
premium; two-year ratio of under-
writing earnings to investment in-
come; loss reserves to surplus; loss
reserves to surplus after that figure
is divided by net premium; and loss
reserves to marketable assets.

In addition to the two-page sum-
mary reports, a "full set of ac-
counts for each company" is in-
cluded, explained Steve Dreyer,
director of U.S. marketing for ISI.

That information, which in-
cludes balance sheet information,
is available on computer diskettes,
he noted. The diskette service,
which costs $4,000, is only avail-
able to subscribers of the basic

It should, if you are concerned about the quality of medical
care and effective cost management.

It should, because only doctors can:

8/ Influence other doctors prospectively.
6/ Evaluate medical necessity.

4 Establish an appropriate setting.
8/ Determine appropriate length of stay.
6/ Develop an effective treatment plan.
8/ Ensure cost effective and quality care.

Only doctors can do all that, and only Cost Care has them.
On staff. Full-time. Reviewing 100% of our cases.

It should matter...

At Cost Care, it does.

We treat your employees the way their doctors do --
case by case.

cosr carREe

Offices Nationwide

Call:

Phillip W. Havener, VP
800-762-3029 Inside California-800-922-8403

PSYCH/SUBSTANCE ABUSE CASE MANAGEMENT
PRE-HOSPIrAL/SURGICAL REVIEW
MEDICAL CASE MANAGEMENT

ALTERNATE MEDICAL CARE
BILL REVIEW AND AUDIT

service. Both the diskettes and the

binder reports are updated six to
seven times a year.

ISI| also offers a rating service on
about 550 of the companies in-
cluded in its basic service. The rat-
ing is based on the financial data
provided in the basic service.

Mr. Dreyer explained that ISI's
ratings are different from Best's in
that they provide "fairly literal
comments on why we think the
company is good or bad."

The rating service costs $1,200
for 45 companies and $30 for each
additional company.

ISI| plans to expand its service to
include U.sS. insurers and rein-
surers, but no date has been set.

ISI also is looking for ways to
market the service to risk man-
agers, Mr. Dreyer said.

e Standard & Poor's Corp. in
New York, currently rates only 11
international and domestic rein-
surers and 30 property and ca-
sualty insurers. S&P's service is
radically different from the others
in that reinsurers must pay a fee
for their rating, and they must ac-
cept that rating in writing.

S&P's rating is based on a de-
tailed interview with the rein-
surer's management and on finan-
cial data, both historical and
projected, provided by the rein-
surer, explained Larry A. Hayes,
senior vp with S&P’'s insurance
rating department.

S&P's ratings are based on an
analysis of four major areas:

,00 Leverage, which includes net
premium written to statutory sur-
plus, reserves to surplus, total lia-
bilities to surplus, long-term debt
to capitalization and total debt to
capitalization.

4 Accounting practices.

O Cash flow, including historic
cash flows from operations, total
cash flow, bank lines of credit and
dividend to shareholder policy.

4 Planning systems, including
planned goals and objectives and
current three- or five-year plan.

Mr. Hayes says that while S&P
rates claims-paying ability instead
of solvency, as do the other rating
services, the end use of the rating
is the same. "l think people are in-
terested in solvency because
they're interested in ability to pay
claims. And if you're always sol-
vent, by definition you've always
been able to pay your claims.

"The process we employ is a lot
different, but the outcome in terms
of what it's trying to do is the
same,” Mr. Hayes adds.

The rating is based on the same
symbols S&P uses for its well-
known debt rating service: AAA
through BBB. S&P does not rate
companies that do not meet the
criteria for its lowest investment-

grade rating, Mr. Hayes noted.

S&P does not disclose the com-
panies that failed to meet the in-
vestment-grade standard or those
that declined to accept a rating.

The annual fee for an S&P rating
is $12,000 for U.S. insurers and
reinsurers and $18,000 for foreign-
based companies.

Mr. Hayes says he's hopeful that
as the rating becomes more well

known, more companies will ask to
be rated.

Information on the insurers and
reinsurers S&P examines, includ-
ing their ratings, is provided to
subscribers of the company's
weekly "Credit Week" publication.
The service costs the subscribers
$1,000 a year and includes com-
plete information on all of the

companies S&P rates.
Because Credit Week also in-

cludes other information about
bonds and debt issues that may not
interest the risk management and
insurance industry, S&P is plan-
ning to introduce a separate publi-
cation that will report only on in-
surance and reinsurance
companies, he said.

No date has been set for publica-

tion of the new service, Mr. Hayes
e c ll««cll = «< 3 _ —
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As time goes by, markets change and risks change. But one thing never
changes-the need for fundamentally sound reinsurance programs.

At General Re, we offer clients the security of unsurpassed experience,
expertise and financial strength.

Our underwriters are linked electronically to our reinsurance database, the
largest in the world. We are innovating more solutions and providing more
facultative and treaty reinsurance than any two of our domestic competito rs.

Get time on your side. Call on our experience today.
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membership file that includes employees
from all your locations.

HMO-USA can also provide you with man-
agement reports, complete with data on cost
containment results and program effective-
ness. And should a question arise regarding
any network location, one call to your per-
sonal account executive gets you an answer.

In addition, HMO-USA is designhed to

provide quality care throughout its network
and the HMOs are backed by the financial
strength ofthe nation's Blue Cross and Blue
Shield Plans.

So put down your pencil and pick up
your phone. Call us at 1-800-4-HMO-USA.

r-Cn #8*51 Blue Cross®

and

LLi *W Blue Shield®
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Casualty treaty capacity rises on NYIE

By DAVE LENCKUS

NEW YORK-Far less capacity
for facultative reinsurance is
available this year on the New
York Insurance Exchange, but ca-
pacity for casualty treaties has
doubled since a year ago, accord-
ing to the results of a capacity sur-
vey of the New York Syndicate
Members Assn.

And, while premium volume
generated by primary and excess
writings is increasing dramatically
on the NYIE, reinsurance business
continues to account for the grea-
test share of gross premiums writ-
ten by the exchange.

Overall, reinsurance premium
volume is expected to total $265
million, or 88.3%, of the exchange's
projected $300 million of gross

premiums in 1986, while pr.mary
and excess premium volume is ex-
pected to total $35 million, or
11.7% of gross premiums.

The exchange expects tc write
$250 million in net premiums this
vear.

In 1985, reinsurance business ac-
counted for $298.7 million, or
96.5%, of $309.5 million of Eross
premiums, while primary and ex-
cess premium volume totaled $11
million, or 3.5% of gross premiums
(BI, Sept. 1).

The NYIE wrote $201.1 million
in net premiums in 1985.

The survey also indicated that
the exchange's policyholders- sur-
plus will Increase at least 16% this
year, to $225 million from $194
million at year-end 1985.

Since 1984, aggregate limits for

facultative casualty coverage on
the exchange have nearly eva-
porated, dropping 93.6% to $2.4
million from $37.7 million.

And, aggregate limits for facul-
tative property coverage on the ex-
ehange during that sam€ time have
fallen 66%6 to $14.5 million from
S42.7 million.

However, "several underwriting
managers are now offering net ca-
sualty lines which, assuming mar-
ket conditions remain tight in
1987, will accelerate premium
growth and maximize Profit mar-
gins during the currert renewal
season," pointed out Roy G. Nelson
Jr., president of the NYSMA and of
NYIE underwriting manager John-
son & Higgins Willis FE ber (USA)
1nc., in releasing the study results.

Facultative reinsurance pre-
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mium volume is expected to plunge
by 48.3% this year to $45 million
from $87 million last year.
However, Mr. Nelson said he is
encouraged by the twofold increase

in the aggregate casualty treaty
limits to $2.85 million from $1.4

million a year ago.

Treaty reinsurance premium vol-
ume is expected to rise by only 4%
this year to $220 million from
$211.7 million last year. This busi-

ness will account for 73%0 of the

exchange's projected gross premi-

815 mmon
$13 mmion
51, million
$,mimon
$7 mt'lon
*ammlon
*ammion

$1 mimon

ums of $300 miillion in 1986, ac-
cording to the NYSMA.

Mr. Nelson said he believes it is
"significant” that 11 of the 14 ac-
tive underwriting managers are
seeking treaty business, "which
allows brokers the opportunity to

complete entire or partial place-
ments for their clients on the NYIE

trading floor."
ANnd, although only half of the
underwriting managers offer ca-

sualty treaty limits, "this parallels
Continued on page 46
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In response to today's capacity crunch and tremendous
demand for reinsurance, Pearson & Georgi Interna-
tional, one of the most successful international reinsur-
ance brokers, has enhanced its worldwide service and

marketing capabilities.

Through our growing domestic operation, we now
handle and place an increasing share of U.S. accounts.
We can also provide foreign ceding companies direct
access to this dynamic market. In addition, the needs of
our expanding international clientele and business
associates are professionally served by our European
subsidiary Pearson & Georgi (Europe) Ltd., operating

out of Athens, Greece.
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adept at handling large and complex coverage problems.
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It's the same with health care cost containment
software. To know which system is best for you, rel>
on an expert.

HSt offers you more medical cost containment
expertise than an> other software company. We.'ve
pioneered and distributed state-of-the-art cost con-
tainment software technology since 1968. We' re
widely known as the developers of the DR(; (Diagno-
sis Related Group) patient classification scheme used
by Medicare to reimburse our nations hospitals.

We've developed a family of integrated cost con-
tainment software products geared to reduce voin
escalating health care expenditures. Software pro-
ducts that evaluate hospital claims from both a clini-

cal and financial perspective before payments are
made to providers of health care.

Now a claims analyst can quickly determine which
hospital claims need further review and which ones
can be paid automatically. 7/te results: Improved
productivity and substantial savings of your health
care dollars.

Our family of Cost Containment software pro-
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cal Claims Editing with hospital specific

llealth Systems International <
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payment limits for screening claims, and a complete
data reporting and analysis system.
11*1/CODER: Permits identification of correct
diagnosis and procedure codes from the English
language on tile claim.
1-tilization lanagement »stem: Provides a con-
current review:ind discharge planning package fora
com],lete managed care system.

These days. can you afford anyone but a real expert
working for you ? Call for one todu>:
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Continued from page 44
market conditions off the ex-
change,” he said.

Meanwhile, primary and excess
premium volume is expected to
jump 218.2% to $35 million, or
11.7% of projected gross premiums,
from $11 million last year.

Mr. Nelson attributed the jump
in primary and excess business to a
combination of tightening market
conditions and support by the bro-
kerage community.

Regarding annual aggregate
limits for facultative reinsurance
written by the underwriting man-
agers, the NYSMA survey found
that:

- $14.55 million aggregate per
risk is available for property cov-
erage written on an excess-of-loss
basis.

CIGNA Syndicate Managers will
write up to $3 million in limits,
larger than any other manager.

But, Allianz Management and
City Syndicate Managers are close
behind, with each writing up to $2
million in limits.

J&H Willis Faber and Pan At-
lantic each will write up to $1.5
million in limits.

AIG Syndicate Managers, Mony
Re Management and Trenwick
Managers each will write up to $1
million in limits.

Several managers will write
smaller limits of coverage: North
Atlantic Treaty Managers,
$550,000; Constitution State Man-
agement, $500,000; and Azimuth
Underwriting Managers and NRG
Syndicate Managers, $250,000
each.

« $7.35 million aggregate per
risk is available for property cov-
erage written on a proportional
basis.

City Syndicate offers the largest
limits-$2 million.

AIG Syndicate, Allianz and
Trenwick each will write up to $1
million in limits.

Pan Atlantic will write up to
$750,000 in limits.

Several syndicates will write
smaller limits of coverage: North
Atlantic, $550,000; Constitution
State, $500,000; CIGNA Syndicate,
$300,000; and NRG, $250,000.

- $2.4 million aggregate per risk
is available for casualty coverage
written on an excess-of-loss basis.

The managers that will write the
coverage are North Atlantic,
$550,000; AIG Syndicate and Al-
lianz, $500,000 each; Azimuth, De-
laney Management Co. and NRG,
$250,000 each; and Facultative
Managers Corp., $100,000.

+ $1.3 million aggregate per risk
is available for casualty coverage
written on a proportional basis

North Atlantic will write up to
$550,000 in limits; AIG Syndicate,
$500,000; and Delaney, $250,000.

Regarding annual aggregate
limits for treaty reinsurance, the

Continued on next page
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Continued from previous page
survey found that:
O $4.75 million aggregate per

reinsured is available for domestic

property coverage written on an
excess-of-loss basis.

AIG Syndicate will write the lar-
gest limit-$1.2 million. 3&H
Willis Faber and Pan Atlantic will
write up to $750,000 each, and sev-
eral managers will write smaller
limits.

- $3.7 million aggregate per
reinsured is available for domestic
property coverage written on a
proportional basis.

Again, AIG Syndicate writes the
largest limit-$1.2 million, and
several managers will write
smaller limits of coverage.

O $2.85 million aggregate per
reinsured is available for domestic
casualty coverage written on an
excess-of-loss basis.

AIG Syndicate will write up to
$1.2 million in limits, and several
managers will write smaller limits.
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= $1.9 million aggregate per
reinsured is available for domestic
casualty coverage written on a
proportional basis.

Almost all of the capacity for
this coverage-$1.2 million-is
available from AIG Syndicate.

In addition, the bulk of the ag-
gregate capacity for all interna-
tional treaty reinsurance coverage
on the exchange is available
through AIG Syndicate, which will
write up to $1.2 million per rein-
sured for each international line.

The aggregate capacities for in-
ternational coverages are $3.8 mil-
lion for property on an excess-of-
loss basis; $2 million for property
on a proportional basis; $1.95 mil-
lion for casualty on an excess-of-
loss basis; and $1.2 million for ca-
sualty on a proportional basis.

The bulk of aggregate capacity
for treaty retrocessional coverage
of London market excess business
also is available through AIG Syn-
dicate, which will write up to $1.2
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million per reinsured for each cov-
erage. Aggregate capacity per rein-
sured for LMX coverage written on
an excess-of-loss basis is $2.44
million. Aggregate capacity per
reinsured for LMX coverage on a
proportional basis is $1.45 million.

Smaller limits of treaty reinsur-
ance coverage are available on the
NYIE for ocean marine and avia-
tion risks:

- $750,000 aggregate capacity

for ocean marine coverage written
on an excess-of-loss basis. Allianz

and Constitution State each will
write up to $250,000 in limits per
reinsured.

« $300,000 aggregate capacity
for ocean marine coverage written
on a proportional basis. Constitu-
tion State will write up to $250,000
in limits.

O $500,000 aggregate capacity
for aviation coverage written on an
excess-of-loss basis is available
through Azimuth, CIGNA Syndi-
cate and Pan Atlantic.

= $50,000 in limits for aviation
coverage written on a proportional
basis is available through CIGNA
Syndicate.

Regarding primary and excess
coverage written, the NYSMA sur-
vey found that:

* $12 million aggregate capacity
is available per policyholder for
excess property coverage.

The largest limits are written by
CIGNA Syndicate, $3 miillion; City
Syndicate, $2 million; J&H Willis
Faber and Pan Atlantic, $1.5 mil-
lion; and AIG Syndicate and Tren-
wick, $1 million.

Several managers will write
smaller limits of coverage.

- $6.1 million aggregate capac-
ity is available per policyholder for
first-dollar property coverage.

The largest limits are written by
City Syndicate, $2 million, and
AIG Syndicate and Trenwick, $1
million each.

+ $1.65 million aggregate capac-
ity is available per policyholder for
excess casualty coverage.

North Atlantic will write up to
$550,000 in limits; AIG Syndicate,
$500,000; Azimuth and Delaney,
$250,000 each; and Facultative
Managers, $100,000.

* $1.3 million aggregate capac-
ity is available per policyholder for
first-dollar casualty coverage.

North Atlantic will write up to
$550,000 in limits; AIG Syndicate,
$500,000; and Delaney Manage-

ment, 250, 000. m
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right to offset recoverables

By STEPHEN TARNOFF proceedings are challenging the valid
right of reinsurers to take such off- Earlier this year,aUS District
As more insurers become insol- sets Court Judge in Oklahoma held that
vent, liquidators and reinsurers are Reinsurers are fighting back, ar- Crown Life Insurance Co, as rein-

coming to loggerheads over a high- guing that without offset rights, surer, could offset the proceeds it
stakes issue Whether reinsurers the cost of reinsurance would go up owed the receiver of United Eq-
can offset reinsurance recoverables and capacity would be even further uity Life Insurance Co with the

owed to insolvent insurers with re- restricted amounts due Crown
insurance premiums owed by those Within the last 142 years, at least That case, Gnmes us Crown Lde
insurers two court decisions have deter- Insurance Co, is on appeal to the

State officials in liquidation mined such offsets by reinsurers loth U S Circuit Court of Appeals
in Denver (see related story)

And, a 1985 U S District Court
ruling in Chicago in O'Connor us
Insurance Co Of North America
said reinsurers could offset pay-
ments of reinsurance proceeds to
insolvent Reserve Insurance Co
with debts it was owed by Reserve
(Bl, Nov 11,1985) A motion for
reconsideration is pending in the
District Court

The issue also is being scrutin-
ized by the National Assn of In-
surance Commissioners’ Rehabili-
tators and Liquidation Task Force

State liquidators are raising the
issue more often as they become
more adept at handling reinsur-
ance claims and filing them with
reinsurers for all covered losses,
explains Jack Traylor, chief
operating officer of the special

o deputy for rehabilitation and lig-
uidation of the lllinois Insurance
Department

"We do a better Job of it than we

used to,"” he said "We're looking a

2ka'.a. . lot harder now, so we are making a
lot more claims ™

There is no question that the

: ! " 11 stakes are hi
14.44 , lf#t34 tak high

"It involves enormous amounts
of money for hquidators and re-
insurance companies,” noted
David Spector, a partner with the

h,0. Chicago law firm of Isham, Lincoln
& Beale and an attorney in the
v O'Connor us INA case

"We are talking about a good bit
of money,"” Mr Traylor agreed

1o aff "The worse a company's experi-
A /ft' o " "W MBE€,ria ence, the more significant will be
r I . the reinsurance proceeds due it,
he added.

o The severity of the problem
- A B4 P

l | |< Z 6- ki r.t grows in proportion to the size of

- =3 - the ceding companies that become

insolvent

ialL i "It's only as the larger com-

panies go under and are in fact
1 ) reinsurers themselves that the dol-
eene lar amounts are starting to become
4 iV, : : important,” noted Milton S Wolke
Jdr , senior counsel for CIGNA
Corp in Philadelphia
While in most cases the issue pits
reinsurers against liquidators, at-
torneys point out that the issue
arises in other contexts as well,

such as the liquidator against ced-
ing insurers
For example, there IS the Delta
America Reinsurance Co liquida-
tion in Kentucky, involving an in-
solvent reinsurer and ceding com-
1va panies that are seeking the right to
offsets (Bl, May 27, 1985)

Mr Traylor said the biggest issue
iS not whether reinsurers are enti-

tled to offset debits and credits

OPEN AIR FESTIVAL IN THE ROYAL GARDENS with the insolvent insurer but the

degree to which that offset can be

OF HERRENHAUSEN IN HANNOVER taken

Some liquidators say that rein-
surers should be allowed to offset

TY,e act where others talk. number of insurance companies only premiums it is owed under
VVIn times of need we provide and brokers know our script: o oorance con-

more service and capacity
not less. An ever increasing

HANNOVER RE

Where more than one contract or

'AAA' security and seasoned - o
treaty is involved, these liquidators
professionalism. contend that reinsurers should not

be able to total all of the debts and
credits and then net the amount
out

However, some liquidators also
say that an offset should not be
permitted under any circum-
stances, Mr Traylor noted

Karl-Wiechert-Allee 50 D-3000 Hannover 61 West Germany The main reason that state hqui-

Telephone 011-49-511-5604-0 Telex 8 41-9 22 599 (hanr,

Continued on page 50
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: legislative process, rather than at- differently, even thcugh they bor- centiries of Anglo-American Juris- begin to appear to be in financial
I aIght to offset tempt to rewrite it in the courts, rowed it from the U S and English prugence Sm'cu(ay ot quickly lose their
Continued from page 48 he added bankruptcy laws, ne pointed out ithout the nght of offset, there reinsurance, almost guaranteeing

dators, are increasingly seeking "“The right of offset has been un- For some reason, sta.e liquida- would be an increase in risk to their demise,"” the RAA says

Pr% o Severaly resqnﬁt?hﬁ derﬁtood bg }nq courts as In- tors have taken a "radical posi- reinsurers that would translate emsurefrs denied the right of

ight of reinsurers to'an offset IS herently equitable,” says a state- tion” that the ider_tical language in into increases into the cost of rein- offsgt wauld.exparience shitages
a:ff%re tsw ce, thekRAA argues

because they say it creates a "pref- ment by the Re,nsurgnce Assn of the state code has a i , : .
erence for reinsurers over the in- America on the issue It does not meaning than ur.der the federal "I ketplacerwould be arti- on Loa%slgg experienced by ceding

ne 3
i 's poli t f It | de, Mr Spector said ficially dis : : . nsolve
SoState Insolvency Statutes estab_ﬂgﬁﬁ; D tle il dobte and I a p aper presented to the mitted reinsurers would be less insured, increasing the financial
lish a priority of how creditors of credits " B NAIC, the RAA Ccntended that not willmg to risk up-front securities difficulties for those companies,
he insolvent insurer are to be paid Refhsurers pjint out that the permlttln?_offsets would have a such as trust funds and letters of the association argues
by the hqmda?or einsurers are nght of offset gies back hundreds very detrimental economic effect credit Indeed, reinsurers might re- ~The resplt would be an Intensl-
classed as general creditors, below ?f%eﬁt]rs ia_nd tha yat stat%Jt€sCfoI- ocr_hheﬁ%xrance inc&lstrx __guire pre-iunding or payrment of fication orhe possibiiity of chain-
policyholders, attorneys noted ow the Federal Bankruptcy Code The argues ttat not permit- maximum premiums Ieadln% to de- reaction insolvencies," the RAA
However, the right of offset of 1898 and also English bank- ting o\%se'a . creased “ql?'d'ay on the oart of ad?.'% ial of the right of off
allows reinsurers to lea 0 Would increase the cost of re- ceding companies," the association enial of the right of offset
p over the ruptcy law . . would lead to higher reinsurance
ohcyhalders,and other creditors , . M Spector says the central insurance and cause the reinsur- says . . o ;
rﬁtc orainarily Nave prionty and Issue s v\ﬁjether state |gsurﬁn<ie pnce market to cm-r?ct, g?rtlcu- In addition, it al?o ngld in- cgsts and thus cause restriction in
collect the amounts the reinsurers laws will be interpreted in the larly to the detrpment of smaller crea.e the chances for additional the reinsurance market,” the state-

. . . insolvencies, the
are due same way as the offset prov-sions cedLnggl?ILn anies e conse. And, with no nght of offset, It "Companies most in need of re-

"It bec a question of priori- of the federal,and English law . . . . .
t|es,‘pno?éae§ert(1\7\ars all”the at- tha permﬁ oﬁsets In %mﬂar Sit- quences fﬂr gﬁdmeq companies Wplﬂd be foohﬁp for g reinsurer to.insurangce wo%ld pe affec}edd thuF
torney for the Oklahoma hayidator. yatiqns . especially those with financial take part in the rehabllitation of intensifying the financial difficul-
in thé Gnmes us Crown Lite In- The "real question” IS whether problems that need reinsurance an ailing gompany, the RAA adds fies faced by the entire industry to
. . - eed, opposite would the Iohg-term detriment of every-

surance case -Allowing the rein- states intended tne statutes per- support . .
surers to recover ahead of others mitting offsets to be interpreted » Would be ccntrary to three occur Ceding companies that one "
gives them a preference "

"If they allowed offsets, It would .
have to be less money to pay the )
general creditors,” Mr Traylor . -1
noted

However, attorneys for rein-
surers, while acknowledging that a
preference might be involved,
argue that it is one established by

Moreover, they contend that
denying the right to an offset
would severely hamper the opera- -
tion of the insurance industry

"It is a preference the Legisla-
ture contemplated by passing the
statute,"” Mr Spector said

If liquidators OppOSe It, they
should change the law through the

Recent ruling 5.3
on offsets sides

with reinsurer

The most recent decision involv-
ing a reinsurer seeking to offset

reinsurance recoverable to an in-
solvent insurer with premiums it
was owed sides with the reinsurer
In Gerald Grimes us Crown Lde
Insurance Co,US District Court 5 4 6
Judge Wayne E Alley in Oklahoma
ruled that under the "netting pro-
visions" of a reinsurance contract,
Crown Life, acting as a reinsurer,
could offset the amount It owed to

United Equity Life Insurance Co o

by the amount of premium it was A 449
owed

Mr Grimes, the Oklailhoma insur- i, .=+ L
ance commissioner and the re-
ceiver for United Equity, asserted
that Crown should be treated as a
general creditor for any offsets due
it under the reinsurance agreement
with United Equity, and that its o
claims should be decided with all
others in the Oklahoma County
District Court

But Crown argued that under the
reinsurance contract and Okla-
homa law, It had a right to offset
mutual debts and/or credits arising
under the agreement

"The netting provision is op-
erative notwithstanding United
Equity's insolvency,"” Judge Alley
ruled

Judge Alley also ruled that
United Equity's insolvency did not
transform the reinsurance agree-
ment so that Crown's obligations
would be calculated on the basis of

United Equity's incurred claims as
well as paid claims

As a result of the decision,
Crown Life owes United Equity
nothing, according to Crown attor-
ney C Wayne Litchfield of the

Oklah°Ta Cvi\t)/ firm of Litchfield
& Dansby "We're ecstatic, as is
our client and the reinsurance in-
dustry,” he said

Both Mr Grimes and the Okla-
homa Life & Health Insurance
Guaranty Assn have appealed the
case to the 10th U S Circuit Court
of Appeals in Denver.
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Push for claims-made easing: Reinsurers

By DOUGLAS McLEOD

NEW YORK-AlIthough rein-
surers continue to encourage use of
the claims-made form for general
liability risks, it's not with the
same urgency as a year ago, rein-
surers and brokers report.

With recent astronomical in-
creases in casualty rates, many
reinsurers no longer feel the same
pressure to push for claims-made
coverage, several sources say.

Lack of familiarity with the pol-
icy's conditions also has deterred
its use, sources note.

While many reinsurers continue
to insist on claims-made coverage
of certain high-hazard risks-like
Inedical malpracticemost agree
that the form's use is not spreading
into the less-risky general liability

line.

Nevertheless, if some degree of
price competition returns to the
casualty market-a condition most
reinsurers do not expect to see
during the coming year-end renew-
als at least-use of the form will
spread, some sources predict.

"l don't think anybody is clam-
oring for" the claims-made form,
observed Ward B. Gordon, chair-
man and chief executive officer of
Intere Intermediaries Inc. in New
York. "If anything, claims-made is
less of a talking point this year
than it was last year."

"It's become the norm in certain
lines of business, but | don't think
it's gone as far as most people
thought it would go by now,"

added N. David Thompson, presi-
dent and chief executive officer of

A IR =T =- Tttt

North American Reinsurance Corp.
"It's not dead in the water. It

certainly isn't around us,"” said an
official of Prudential Reinsurance
Co., who requested anonymity. Pru
Re, for example, has avoided writ-
ing facultative reinsurance for
high-hazard, Fortune 500 risks on
an occurrence basis, the official
said.

"Our general approach is that we
do not write occurrence coverage
on that business, and that is still
our position,” he explained.

However, the official acknow-
ledged that claims-made forms
have not caught on in other areas
over the last year.

"Prices shot up so high that peo-
ple said, 'With prices this high, we
can write on an occurrence form,™
he explained.

"The drive for claims-made is
weakening as the results of insur-
ance companies get better,"” said
another reinsurance company ex-
ecutive who requested anonymity.
"With results getting better, it's
very hard to push for claims-

made.”

"Obviously, we are continuing to
reinsure occurrence forms and we
do not reinsure anything that we
do not expect to produce under-
writing profits,” said Edmond F.
Rondepierre, senior vp, secretary
and general counsel with General
Reinsurance Corp.

General Re corporate policy re-
quires use of the claims-made form
only for medical malpractice busi-
ness, Mr. Rondepierre noted. But,

the form might be used for individ-
ual risks in other lines.

--®EMPLOYERS REINSURANCE
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While some reinsurers say that
rising rates for traditional occur-
renee coverage may lead some poli-
cyholders to opt for the less-ex-
pensive claims-made alternative,
other reinsurers disagree, specu-
lating that the opposite may be the
case.

"I have a feeling that insureds
are willing to pay more for the

standard product,” said one rein-
surance executive who asked not to

be identified.

Another roadblock in the ad-
vance of the claims-made form, the
executive added, is a general lack
of familiarity with its terms and
conditions.

"There just is not unanimity that
claims-made can be sold. There is
too much confusion as to policy
wording," he observed.

Still other reinsurers are not
convinced that the claims-made
form-even if widely understood-
is an answer to the problems insur-
ers face with long-tail liability
risks.

"We don't see it as a long-term
solution to anything,” said Leon-
ard J. Meredith Jr., president and
chief executive officer of NWNL
Reinsurance Co., noting that a re-
gularly renewed claims-made pol-
icy becomes much like occurrence
coverage over a period of several
vears.

“"We are not trying to shove

claims-made or occurrence down

anybody's throat,” Mr. Meredith
said.

A further impediment to rein-
surers’ insistence on the use of
claims-made forms is the threat of
lawsuits charging antitrust viola-
tions or coercion, one reinsurance
company official said.

Antitrust investigations, the offi-
cial said, may focus on whether
reinsurers are collectively deciding
to demand the use of the claims-
made form.

Although the U.S. Justice De-
partment already has concluded
that there is no basis for such anti-
trust charges, state attorneys gen-
eral may pursue their own investi-
gations, the official said.

"The next question the attorney
general will ask is, are reinsurers
coercing insurers by saying, 'This
is the only form we will reinsure,™
the official said.

"We may see some prosecutions,
and that is why companies are
being circumspect and (are asking
themselves), 'Should we draw the
line and say this is the only form
our company will reinsure?™ the
official said.

The possibility of such charges
may play "a significant part in the
development of the claims-made
form," the official speculated.

Despite these roadblocks, how-
ever, several reinsurers predict
that over time the claims-made
form will gain a broader foothold
among U.S. markets. This may be
encouraged, in part, by a slacken-
ing of the recent dramatic price in-
creases for casualty coverages,
some reinsurers say.

"1 don't think | would sound the
death knell for claims-made yet,"
the Pru Re official said. I think
there is a pretty good chance that
when rates in casualty lines start
to level off. . . (insurers) will
quickly, easily and just sort of au-

tomatically gravitate to the
claims-made form.™

“"We are convinced that an even-
handed claims-made product is the
future of casualty exposures other
than the most mundane risks," said
Angus Robinson Jr., president and
chief operating officer of Trenwick
America Reinsurance Corp.

"It has established a beachhead
in the most difficult risks, and we
think that will spread as buyers
and sellers become more accus-

T rraiecd tc> Tt "7 n
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Reinsurers await results of tort reform

By DAVE LENCKUS

While reinsurers say tort reform
measures enacted by states are a
step in the right direction, they say
much more reform is needed before
there will be any resulting increase
in reinsurance capacity.

Although several of the 20 lar-
gest U.S reinsurers say they will
offer increased capacity next year,
they explain that new ca pita 1-not
a willingness to write more busi-
ness due to tort reforms-is re-
sponsible for the higher limits (see
story, page 3).

Reinsurers and other observers
contend that it will take the com-
bination of several factors before
reinsurers' underwriting predict-
ability increases, leading to a wil-
lingness to offer more capacity:

e The reforms that have been
enaczed must withstand court
challenges.

= Additional reforms must be
approved, even in states that have
already enacted reforms. In fact,

measures modifying already-€n-
acted reforms are -ust as critical in

some states as new reforms.

* Reinsurers, especially retro-
cessionaires, must analyze loss his-
tory under the reforms for at least

several years before they can de-
termine whether the reforms have

reduced losses.

While reinsurers do not expect
tort reform to have any immediate
impact on capacity, most said they
are cptimistic that the reforms
eventually will achieve the insur-
ance industry's goals of reducing
litigation and limiting damages

awarded to plaintiffs-which
could lead to greater capacity.

Tort reforms "will not have any
significant effect on capacity at all
in 1987," said Michael G. Fitt,
chairman and chief executive offi-
cer of Employers Reinsurance Co.
in Kansas City, Mo., a unit of Gen-
eral Electric Co. and the second-
largest U.S. reinsurer based on
first-half 1986 net written premi-

"I think it will take some consid-
erable time for the ac-ion to be
digested. It will take quite a few
years, | would tnink," Mr. Fitt
said.

However, he added that tort re-
form "has to do something posi-
tive-absolutely. Any positive
change in the system has to help.
To what degree it will help, | don't

think anybody knows at this
time "

“Tort reform will not measur-
ab[y increase reinsurance capacity
until the consequences of reform
are measurable,"” agreed James F.
Dc,wd, president and chief execu-
tive officer of New York-based
Skandia America Group, a unit of
Skandia Insurance Co. Ltd. of
Stockholm, Sweden. Skandia
America is the 11th-largest U.S.
reinsurer.

"It is our view that any reform
which slows, stops or reverses the
erosion of the relationship between
fault and economic burden is a
positive step,” Mr. Dowd said.

"1 think .t will have some im-
pact, but very slowly, very gradu-
ally and very marginally,” ob-
served Bard E. Bunaes, chairman,

president and chief executive offi-
cer of Constitution Reinsurance
Corp. of New York, a Crum & For-
ster unit and the 18th-largest U.S.
reinsurer.

"It's obvious it's going to pull in
the right direction--and here
you're talking direction,” Mr.
Bunaes pointed out.

If tort reform measures do sue-
ceed in reducing litigation and
capping damage awards, "then
maybe you don't need those high
limits," pointed out Thomas J.
Rentko, executive vp with St. Paul
Reinsurance Management Corp. in

St. Paul, Minn., which manages the
reinsurance business of St. Paul

Fire & Marine Insurance Co.
Some reinsurers noted that rein-

surance capacity for Main Street
risks currently is not terribly tight.

"In a vast majority of cases,
there is no availability problem,”
Mr. Fitt noted. "What we're talk-
ing about is a few highly vola-
tile risks," like errors and omis-
sions, day-care liability, municipal
liability, medical malpractice and
product liability exposures.

Other observers share reinsurers'
view that tort reform will not be a

short-term undertaking and prob-
ably will not affect capacity in the
short term. But they, too, are opti-
mistie that reform can be achieved.

"We've seen a great reversal in
25 years of tort deterioration. It's
like turning a big steamship
around,"” noted Morag Fullilove,
vp-government affairs for the Alli-
ance of American Insurers in
Schaumburg, Ill.

Ms. Fullilove pointed out that
approximately 35 states at least at-
tempted reforming tort law this
year, compared with four or five
states in 1985 and one or two states
in 1984.

Despite this activity, James T.
Coyne, president of the American
Tort Reform Assn. in Washington,
estimated that comprehensive re-
form nationwide will be "a 10- to
15-year battle.”

"We're optimistic, but we reco-
gnize that the American Trial
Lawyers Assn. is spending millions
of dollars to oppose this. It will
be a tough, uphill battle,” Mr.
Coyne predicted.

But in a new development, the
tort reform movement may be
gaining support from an unex-
pected quarter-the American Bar
Assn. (see story, page 56).

Reinsurers admit that some
states apparently have enacted
far-reaching reform packages. But
the reinsurers would not name
those states because they did not
want to be on record supporting
the reforms if courts in those states
interpret the reforms differently
than the reinsurers.

"You have to see the results of
court decisions before you can see
whether this thing will help-if it's
for real,"” said Mr. Bunaes of Con-
stitution Re. "I'm not doubting it's
for real; the effects are not yet for
real.

"It's like everything else in life:
It takes time, time, time."”

"All currently enacted reform
measures, however laudable, will
go through a period of challenge,”
noted Mr. Dowd of Skandia
America. "The appeal process will
take years.”

Others point out that the scope
of major tort reform is now limited
to only a few states.

Mr. Coyne and Victor Schwartz,
a Washington, D.C., attorney and
a leader in the drive for federal
product liability reform legisla-
tion, note the states that have
passed by most widespread re-
forms-Connecticut, Colorado and
Washington-are not major com-
mercial jurisdictions.

And reinsurers said that if they

Continued on page 54
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spotlight report

eral 1_ability was modified by the the locker room, everybody's ex-
Tort reform

. . . Minnesota law a municipality cited about it But, in the real
Comtinued £ - I don't think Ihe total picture has been addressed judged to be less than 35% at fault world .

rom page . . . . . .
do increase capacity for exposures in any one state. What you need is to bring about can be held resonsible for a pro- finois tort reform law alse 15

portior of all unpaid awards equal superfic al, according to tne Alli-
to no more than twice its percent- ance's MB Fullilove She pointed

in those states, It would be done

more predictability in the process,' observes
only on a case-by-case basis

i i age of fault out that under the lllinoi: law, a
th;eria;(l)?:qssegf;iizniagi;iiagg Edward B. Jobe, executive vp of American ' In fact, groups that were lobby- plainti[f who is found to be 50% or
icut. Colorad d Washingt Re-Insurance Co. of New York. ing for tort reform there have dis- more a: fault in a neglignce suit
::|Cqu &0 c;ra o an h as_ 'ng_orl:s owned" the M.nnesota reforms, cannot recover damages f-om the
tion because al threo restrict joint Mr Come noted o o ir of this Tmitation

FNTT . . . . cal ci iuri i In several states-including inform tie jury of this limitation
and several liabjlity, shield direc_ nitive damages, ,A,hich he _luries to find wealthy defendants ' i . 2
%ors 0 _n_?n-%_?flt org(?nlzatlons cou\d heip reéfuce other awards a liable solely because :he defen- Alaskﬁ, Florida New Hampshire, So th€ effect may be that juries
rom civil liability and cap non-ec _ blfurcated court procedure in dants can afforc to pay a aamage Solth Dakota, West Virginia and may, fin i the plaintiff less liable
onomic damage awards (BI, Aug which the court determines at one awar% h/lr S? hwahtz asserted Wisconsin-:he caps on Ton-ece: Y ’
aring whether a defendant is - - -
g ther states have enacted mea- nomic damages are so high-rang- "They tcok a good reform and put

he
**In addition, the Connecticut and negligent and sets punitive dam- sures that pa> lip service to reform ing frin $400,000 to $1 million- a loophole right in the m ddle of
rather than substantively changing that tne relorm is ineffective, ob- it "

Colorado laws reduce compensa- age awards at a separate hearinlg d IS Tk ni Ms Fu=hlove also Criticized the
tory awards by collateral sources Mr Schwartz eicplained :hat laws Ebservers IsayM c int dselrve}‘:sllsall‘] I's i eltehmg 33"‘0 sint d | liabilit ‘
and impose penalties on parties under :his arrangement, a pla.ntiff or example, Mr Loyne pointed alconolle he can only have 50 joint anad several {lability reforms
thar ﬁ.ee,ivo.opus culte P would onl/be gble to demanstrate to reforms enacted in Mmnessola drinks a day " Mr Co me noted in the lllinois and New Vork iaws
Reinsurers and others noted the a defendany's wealtn at the latter The state non caps at %10?,)00 all Ref€lring to Maryland's $350,0(10 In lll:Inis, only defendants who
reforms passed by most states are hearing, after compensatory dam- gama es for mtang;]al1 Ig 0Sses, bu} cap, Mr Echwartz said, "l specu- are less than 25% at fault are £x-
not comprehensive enough to re- ages a-ready have teen awarded amayes for pain-and sufferit g, late"that there are not that thany empt fron joint and several liabil-
turn underwriting predictability to Under the present single pro- disability and dis‘igurement are successful claims above that ity for nin-medical damaes "It
the reineurance market ceeding system, information a bout excluied from the cap It's locker room tort law re- helps, but we believe It shouldn't
"It's a mixed bag generally,” Ms a defendant's wealth often _eads In addit.on, while joint and sev- form,1 Mr Schwartz added * Jn Contmued on next page

Fullilove observed "There are a
few states where reform appears to
be comprehensive, and we al e

somewhat hopeful But, there are
other states where reforms are cos-

metic rather than substantive

Andre Maisonpierre, president of
the Washington-based Reinsurance
Assn of America, concurs

"Yes, we are encouraged and
surprised with what states have
done,"” Mr Maisonpierre observed
"If you're asking if we are satisfied
with what states have done, the an-
swer is 'no

"I have not seen anything 01 any
concrete value,"” asserted Donald
R Smith, president and chief exec-
utive officer of Kemper Reinsur-
ance Co, a Kemper Corp unit in
Long Grove, lll, and the seventh-
largest U S reinsurer

"When we say tort reform, we
haven't said much,"” pointed out
Mr Schwartz, with the Washing-
ton law firm of Crowell & Moring

"l don't think the total picture
has been addressed in any one h: -
state,"” observed Edward B Jobe,
executive vp of American Re-In- 449
surance Co of New York, a subsid-
iary of Aetna Life & Casualty Co
and the third-largest U S rein-
surer "What you need iS to bring
about more predictability in the
process "

%

For example, no state has en-
acted legislation that exempts a
product manufacturer or a service
provider, such as a physician, from
liability if the product or service »Pa.

5; SY{ttlet-001.itainatrifits tihn «.'8,.*1L 4

time it was made available to the . a1 4’ 4 f
plaintiff, Mr Jobe pointed out
"You can have something today

that can be the state-of-the-art but

in 20 years you can be held to a

higher standard,” Mr Jobe ex- *7._ 2"* El'*2*98:6441. '4'.r25. .cBS V.” a

plained ’ < am
Another problem IS that some

states have addressed only one or

two tort reform issues, according
to reinsurers and other observers

1

For example, California's Propo- = 34 1.SyS - 9 <Mb
sition 51-which repeals joint and - ik
several liability for non-economic
damages-and Maryland's 1'4:f
$350,000 cap on non-economic gea,
damages are only "isolated" re- 76<42 tr{t: 54»
forms in those states, the Alliance's
Ms Fullilove said

oi
"More has to be done m those 11' 4*

1

states, but those are essential
building blocks," she noted
"Proposition 51 was just a drop
in the bucket in California,” said
the RAA's Mr Maisonpierre
Other states have enacted insig-
nificant or cosmetic reforms, ac-
cording to observers
For example, while several states
have established caps on punitive 4210, 1Ir
damages, punitive damages are not
awarded in the majority of law- i 4y. 4 4./i
suits and are not insurable in many I [
states, Mr Schwartz explained TAax.
"So, it's not significant” to insur-
ers and reinsuregrs :5 91

* -7

Mr Schwartz suggested that
states enact what he believes is a

more useful reform relating to pu-
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Contmued from preuzous page private collateral sources if the some legislation "
be there at all,” Ms Fullilove said *Facultative is more immediately responsive sources have the right of subroga- Mr Coyne also is optimistic that
Ir New York, only defendants i . tion, Mr Schwartz explained state legislatures are beginning to
who are at least 51% responsible in to changes in the environment. However, the Some reinsurers and legal ob- view tort reform as an ongoing
a personal inury case can be held long-term impact of the reforms will probably servers are not sure whether states process and not as a one-shot deal
Icintly and severally liable But the . . that already have enacted tort re- "It's not something that you fix
reform applies only to non-eco- be the same for facultative and treaty business,’ forms will continue to refine tort like a broken highway,” Mr Coyne
nomic damages, and there are sev- Skandia America's Mr. Dowd says. taw said
eral exceptions "It's too early to tell, especially The challenge is moving reforms
+—hey tried to address the issue, Since we're in fromt of the elec- through legislatures in vwhich trial
bit they kept pulling back pieces tions," the Alliance's Ms Fullilove lawyers hold many seats, Mr
So, there's not very much of the re- There are generally two types of « Under the other type of collat- observed Coyne noted
form left,” Ms Fullilove pointed collateral source reforms, Mr eral source reform, awards must be "We probably see a better chance "In some states, the trial lawyers
out Schwartz said, both of which are reduced by amounts received from of going ahead in some states that own the state legislatures,” Mr
States that only limit Joint and problematical collateral sources haven't addressed it at all,” such as Coyne noted, naming California,
several liability, rather than elim- - One type of reform mandates But, in some states, awards are Texas and Oregon, she said Pennsylvama and Alabama' in par-
male it, are only marginally help- that courts merely inform Juries reduced by only public collateral Ms Fullilove also noted that ticular "In California, we got
ing insurers and reinsurers, ac- that plaintiffs have received money sources, such as Medicare and business groups in several states around them with a referendum,”
cording to Mr Schwartz from collateral sources Medicaid payments, Mr Schwartz are pressuring legislatures to fur- he added, refemng to Proposition
‘It does some good, but not a Juries may act on that 1nforma- said ther reform tort law Those states 51
tremendous amount of good," he tion as they wish, Mr Schwartz AnNnd in some states where awards include Indiana, Kansas, Minne- But even if every state compre-
pointed out explained, however, they can de- are reduced by both public and sota, South Carolina, Montana and hensively reforms tort law and
Reforms that deal with reducmg cide not to reduce awards by the private collateral sources, such as Arizona courts uphold those reforms, rein-
awards to plaintiffs by the amount amount received from collateral workers compensation insurance Mr Coyne of ATRA said there 15 surers said they will have to see for
they receive from collateral sources and health and accident insurance, "no doubt" that every state will themselves whether the reforms
sources also are typically weak, "l don't think those laws are that awards will not be reduced by the consider tort reforms next year reduce their losses before they will
according to Mr Schwartz effective,” Mr Schwartz noted amounts plaintiffs receive from "All 50 states are bringing forward loosen up capacity

"We base our pricing on expen-
ence, and we don't base it on three
weeks' experience,” Mr Fitt of
Employers Re explained

"Until there 15 a higher comfort
level in the retrocessional market,
I'm still not going to be able to
4> provide additional capacity for

some things,"” Mr Jobe of Ameri-
can Re noted
AnNd, if tort reform eventually
expands reinsurance capacity, the
e result will be more pronounced in
treaty than in facultative lines
some reinsurers say And, the num-
ber of exposures now excluded

from treaties could be cut, they
add

=1 j

~ ee. "When the market hardens, you

see more facultative," explained
L3 Mr Jobe of American Re "When

2<«<>>

a906 the market begins to flatten out,

. 1 «af"a-' u treaties become expanded and

, f;,lt . some facultative lines are absorbed

upon renewal into treaty reinsur-
ance '

But other reinsurers were not so

sure

r
1 | .
' ...UDS. *t||| " T A9T NV "Facultative is more immedia-

-15.: -
tely responsive to changes In the

environment " observed Mr Dowd
2_fy" of Skandia America However,
the long-term impact of the re-
forms will probably be the same
T~ for facultative and treaty busi-

ness "

, Bf..

=< . s U Reinsurers are likewise split over
<« -
. ! ’ the possible effects of tort reform
I on sunset and sunrise provisions
L}

_ - that many reinsurers are imposing

a9

on primary companies
A sunset provision cuts off a
reinsurer's liability to a ceding
company for losses that are co-
vered on an occurrence forrn after
=-r a predetermined number of years
Primary insurers sometimes can
3% purchase a sunrise provision from
reinsurers to cover losses beyond
the sunset period

-RF

"To me, if you have a very close
treaty relationship with a primary
- st/ company you re forcing something
. on this company they can't ac-
S /54.

*, %124 cept,” Mr Jobe observed, referring
R.4a. to sunset clauses

N *
%
¥
H
\‘

o7 “If it's business that iS under-
writable, there should be very few
sunset clauses
But Mr Dowd disagreed "Since
sunset and sunrise provisions are
the direct result of the intelligent
mstinct to avoid open-ended com-
mitment, they will remain in place,
and underwriters' ingenuity will
refine them further,” Mr Dowd
said

Ironically, however, the short-
term effect of the tort reform

XES DIBIl Ky I,] apiR ij irz I Di ke] [ari [*i i TE 141 apir‘—— —_———— = == movement may be increased losses

for reinsurers

Kemper Re iS seeing a flurry of

—_— - — - e ww lawsuits filed against its ceding
—— W g | g —— = —a Do < > e ies i

| t — _. . . u - companies in states that have en-

/>CIRIL</M v/ *1.1/1 1 acted reforms, because plaintiffs

m are trying to beat the effective date

of reforms enacted in those states,
pointed out Jim Miiller, claims
manager

"We've seen an increase in claim

counts by our reinsureds now," Mr
Miller said



56 / business insurance, November 10, 1986

spotlight report

ABA commission to recommend tort reforms

sess punitive damaages in tort 1 several liability, punitie damages Orleans conference )
By DAVE LENCKUS o p g It should be against and whether damages shodd be While the 24,000-member section
New Orleans may see fireworks "This will be very hotly con- 9 based on fault or awarded solely to does not favor elimmating punitive
i i i ini d ,itd d limit-
in Februari that rival those tested," predicted T Richard Ken- pUDIIC policy to insure Compeg?)%z\ert?Anckrg;rsgofn?éﬁ)gean of ing v?/::r?fﬁe;/ Czssbzz(;r;en;zgd !
launched dunng Mardi Gras when nedy, immediate past chairman of against punitive - - i _
the American Bar Assn meets and the ABA's tort section and a senior d 9 IID he ABA gghg;wcggps( tll-’Jlgl\(;ggr?ll”:‘l)i/S;%Vr\: ment;i/lsoT:Ttogf?(;’utlgebsee;;;?n;T(;)c:,lrg
considers whether It should sup- partner in the New York firm of amages,’ the v " . . : el
O ot 1otorm p ?Nemer’ Kennedy & French tort section says which consists of Judges, legal lic policy to Insure against punitive
Most of tte proposed reforms Mr Kennedy said he expects that ' sc:_zlal’s and ?tto-rneys ted t dag:ma;gsesction also recommends
will be presented oy a spec,al 14- the tort reform recommendations ¢ comrmission 1 erpected fo « Eliminating punitive damages
member commission at the ABA's will be highly controversial be- . . rel?ﬁze/ﬁlxté,&eggrr;l:wizgti:c()er:?gerrecom- for breaches ofgczntract aIthoS h
Tj_ w nter meeting, to b Rel%Eeb cause mousands of ABA men“)ers or will handle tort or insfrance-re- . ! . . . o ' g
-18 In New Orleans The ABA are trial lawyers, who generally are lated cases sometime during their mendations will come in_the mjidst punitive damages should b e
established the commission a year staunchly opposed to tort reform cargers . pL - p
ago to develop a comprehensive re- Among the ABA's 327,000 mem- The ABA recently found in a sur- the nation At least 35 states have that may arise out of the breach of
port on how to Improve the tort 11- bers, at least 21,000 are trial law- vey of 615 attorneys tha; 52% have reformed torl law in the past year CoOnfagts cvent that a defendant
ability system yers, according to figures obtained handled such cases during their ca- (Bé Aug] 18?1 o
The ABA's Tort & Insurance from the membership departments re esides the commissicn’s recom- may be sued separately by several

Practice Section also will present of the ABA and the American Trial i Kennedy said the special mendations, the puniti.,e damage plaintiffs, holding a defendant 11-

to the a i _ ABA commission will present rec- recommendations from the ABA's able for punitive damages no more
pproximately 420 ABA del- La rs Assn : h N .

egates jts recommendations, for ut, perhaps as many as 170,000 ommendations on several key tort Tort and Insirance Practice Sec- than once for committing a wrong-

moé?f?nng how'courts should as- ABA members may have handled reform issues, including joint and tion will be discussed :t the New fyrloggtc or marketing a defective

The section agrees with tort re-
. form advocates that a plaintiff
should be awarded punitive dam-
ages only if there 15 "c'ear and
f =26 convincing" evidence that the de-
. fendant deliberately disregarded
the plaintiff's safety, as opposed to
a finding that the defendant was
A grossly negligent
But, the section does not support
caps on punitive damages
O - D "Rather than arbitrary dollar
limits on punitive damage
awards," the section says, "it is re-
commended that trial and appel-
late courts should closely scruti-
nize punitive damages awards and,
subject to constitutional restraints,
should have the power to reduce,
increase or set aside such awards
at both the trial and appellate
levels to be sure they are supported
by the standards recommended by
this report "
A/ And, after deducting court costs
' - 1,4 and attorneys' fees, courts should
19 Ng firrl determine how much of the puni-
d S .

tive damages should be awarded to
the plaintiff and remit the balance
to the state, the ABA section rec-
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Federal catastrophe plan advances

By STEVE TARAVELLA

Representatives of insurance
trade associations, independent in-
surance companies and som<€ rein-
surers say they are progressing-
slowly but surely-n a plan to es-
tablish a federally chartered
catastrophe reinsurance program.

But disagreements over the two
proposals under consideration-
one by the Reinsurance Assn. of
America and the other by State
Farm Insurance Cos.-must be re-
solved before there is any realistic
hope of gaining congressional ap-
proval, observers say.

About a dozen insurer represen-
tatives have been working as an ad
hoc committee for more than a year
to combine the two plans.

"We're in the final stages of put-

ting something together," says
Kenneth Nails, senior vp at the Al-
liance of American Insurers in
Schaumburg, Ill., and a member
of the ad hoc committee. He hopes
to have a compromise plan fina-
lized by December.

The committee is chaired by
George Ramsdell, second vp at
Travelers Insurance Cos. in Hart-
ford, Conn., and includes repre-
sentatives from the Alliance, the
American Insurance Assn. in New
York, and the National Assn. of In-

dependent Insurers in Des Plaines,
.

Like both the State Farm and
the RAA proposals, the compro-
mise plan calls for formation of a
federally chartered corporation
that would collect premiums and
pay claims for member insurers

and reinsurers that might not be
able to pay the huge volume of
claims that would be filed in the
wake of a major catastrophe.

ANd, like both proposals, it
would apply only to U.S. insurance
and reinsurance companies, and
only to a disaster in the United
States or its territories.

The plan being developed by the
ad hoc committee more closely re-
sembles the State Farm proposal,
in that the mechanism would re-
spond to a variety of natural disas-
ters, including earthquake, volcano
eruption, hurricane, windstorm or
earthquake-related earth move-
ment.

The current plan includes some
elements of the original RAA pro-
posal, such as a provision that the
federal government would loan the

facilizy money if claims exceeded
premiums.

However, it differs significantly
from the RAA plan, which calls for
the federally chartered reinsurer to
cover catastrophic claims related
only to earthquakes, and only after
the ceding ccmpany had lost a cer-
tain percentage of its surplus from
those claims {BlI, Feb. 4, 1985)

AnNnd, the compromise plan calls
for the federally chartered cor-
poration to provide coverage for
residential earthquake losses with
the federal government acting as
the risk-bearing entity.

The Washington-based RAA con-
siders the differences in the com-
promise plan so significant that it
may yet decide to offer its own
plan "and let Congress choose,"
says RAA President Andre Maison-
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pierre.

The RAA's version called for the
government to lend the industry
money only after it had "a great
hemorrhage" from earthquake
losses, while the plan currently
being developed would have the
government step in "after a lit-
tle bit of bleeding,” Mr. Maison-
pierre said.

The RAA, he says, would prefer a
"very, very simple government
program.”

The compromise plan would es-
tablish two programs. One pro-
gram would support primary
earthquake coverage to $100,000
that would be added to all residen-
tial policies. Any member of the
program would be required to offer
policyholders the coverage and
would charge an appropriate pre-
mium for it. The premium would
be paid to the federal corporation.

While the premium would be ac-
tuarially calculated, if losses ex-
ceeded premiums, the federal gov-
ernment would pay the losses.

The second program would pro-
vide excess catastrophe coverage
for earthquake, volcano eruption,
hurricane, windstorm or earth-
quake-related earth-movement
losses.

Participating companies would
pay a premium for the coverage,
but because it will take time to
build up the necessary funds to
cover the exposure, the plan calls
for the federal government to loan
the facility up to $50 billion.

This coverage would respond to
losses related to natural catastro-
phes across all lines of property/
casualty insurance except automo-
bile, after claim payments from the
disaster exceeded a certain per-
centage of a participating com-
pany's direct written premiums.

The corporation would be fe-
derally chartered, but not a U.S.
agency. It would be administered
by a board of 10 to 12 directors ap-
pointed by the president. They
would be paid by the corporation
from the premium income.

Insurers involved in formulating
the proposal say they expect broad
participation from both insurers
and reinsurers.

"We believe the product will be
so attractive that most primary
carriers could not afford not to
purchase it," Mr. Nails speculates.

And, these insurers then proba-
bly would urge their reinsurers to
buy from the corporation, he says.

In an attempt to work out the
differences and build a single plan
with united backing, meetings
have been held in New York,
Washington, Chicago and Boston
by the ad hoc group and several
technical committees.

The drafters hope to have a de-
finitive position by December, Mr.
Nails says. And, he says, they hope
to introduce a bill in Congress
early next year, although they have
not yet found a sponsor.

The insurers say the questions
still to be resolved include:

= How much insurers and rein-

surers should pay for the cover-
age. Two actuarial projects are
being conducted, one on the price
of of earthquake coverage for resi-
dential risks and one on the excess
catastrophe coverage.

= The point at which the pro-
gram would begin to respond to

claims.

« The amount of time insurers
would have to repay loans from the
federal government and the inter-
est that would be charged.

The insurers and reinsurers in-
volved realize that, unless they can
answer these questions and agree
on a single approach, their chances
of winning congressional approval
are "pretty much close to nil," ac-
cording to Mr. Nails. And, he said,
"1t will be difficult even then.” |



Despite what you may have heard or
read, not all insurers consider pollution
liability an untouchable risk.

WE'RE STILL HERE

National Union Fire Insurance Co.
ofPittsburgh, Pa., an AIG member
company, remains an admitted market
still offering a range of environmental im-
pairment liability coverage. With a sepa-
rate department created and staffed
with experts solely to handle this type
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Whether your company is involved
in food processing, light orheavy man-
ufacturing, hazardous or nonhazardous
waste management, National Union can
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Coverage is available for third-party
bodily injury, property damage and legal
defense costs resulting from pollution
conditions at an insured site. Coverage is
also available for most types of contractors
and transporters of hazardous waste.
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Considering the risks, this is protec-
tion that should be seriously considered
now by most companies, including those
not legally required to carry it.
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O HOW DO YOU FEEL ABOUT
DEVELOPING A WORLDWIDE
INSURANCE PROGRAM?




You probably have your
hands full just managing your
U.S. program.

So how can you be expect-
ed to take on the world? To learn

the local laws of countries where

subsidiary operations are located?
To fathom their tax structures?

And business philosophies?

The fact is, to institute and
manage a worldwide insurance
program, you don't need to do
a whole lot more than you're
doing now.

That is, if you choose the
right company to help.

A company with a network
of local representatives span-
Nning some 160 countries.

A company with specialists
overseas who understand local
laws and business customs. Spe-
cialists who can help achieve
uniformity of coverage and loss
control standards just about
anywhere.

A company like CIGNA
Worldwide.

But more than merely facili-
tating the start of a worldwide
insurance program, the support
of CIGNA Worldwide specialists
IS ongoing.

CIGNA Worldwide capabili-
ties give you tight rein ove r
cash flow and coverages. As
well as communications.

Perhaps most importantly,
CIGNA Worldwide can offer
price efficiencies you can't get
buying insurance piecemeal.

If your business is interna-
tional, you should be buying
iInNsurance on an international
scale. To find out how to do just
that, write CIGNA Corporation,
Department RI, One Logan
Square, Philadelphia, PA 19103.

You'll find that when we
help you shoulder the burden,
it's a small world.

CIGNA Worldwide. It's one

more example of CIGNA's per-
sonalized service

to business around CIG NA

the world.



Have Reinsurers Suddenly
Turned Greedy?

aa, £

\ "o/1 1'10,/0.72 34 \1/7
/.- OO0 ) a-v¥ —B B - |
f24a4." C OL
a4 f LIRS §
_— \.k--ff*'trfi1 2" 7'<r,/ blEj/ fl 1j/jit
o n,
— . —m S -4 -""26::-"\ . e... ... O.(cpt.
T hat seems to be the suspicion in some be sound underwriters in order to survive. NOETH AME121[AN
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REINSURERS' ROLE

Courts define reinsurers' position in liguidations

By Jonathan F. Bank

MOST.STATES e siatulgs that

rehabilitations and liquidations. These
statutes provide for the management
of a financially troubled insurance
company by a conservator, usually the
state insurance commissioner, until
the company is no longer impaired.

At that time, the company is returned
to its former management.

However, if the conservator
determines that the insurance
company is insolvent and cannot be
rehabilitated, the company is
liquidated.

But, if the insurance department
initially determines that the business
cannot be rehabilitated, the
commissioner may immediately seek a
court order for liquidation.

Liquidation is the process of
reducing assets to cash, discharging
liabilities and dividing the surplus or
loss among the company's creditors
and owners.

The commissioner generally is
appointed liquidator and, as such,
gains full control over all assets of the
company, including reinsurance
proceeds.

However, since in most cases there is
not enough cash or other readily
available assets to permit the
liquidator to pay the losses, he or she
first is forced to collect the
reinsurance proceeds.

That, however, raises an interesting
problem, for it generally is recognized
that a reinsurer indemnifies only
against actual loss sustained by the
ceding company. Thus, unless the
reinsurance agreement contains
specific exceptions, such as "cash
calls" or "special settlements" clauses,
the reinsurer is not contractually
required to pay a loss prior to the
actual payment by the ceding
company.

This creates a "Catch-22" situation,
since the liquidator cannot pay losses
until he or she collects reinsurance
proceeds, but the liquidator cannot
collect reinsurance proceeds until he
or she pays losses.

The ultimate resolution of this
dilemma is better understood after
considering a brief review of the
historical development of the
concept of indemnification against
actual loss.

Although it has its origins in early
English practice, this principle was
slow to gain general acceptance in this
country in the context of a liquidation.
In fact, as early as 1845, U.S. courts
had ruled that a liquidator could
collect reinsurance proceeds without
first paying out any part of the loss.

The courts simply were trying to
preclude a reinsurer from avoiding
what otherwise would be a valid
contractual obligation but for the
ceding company's insolvency, and they
often accomplished this objective by
finding the language of the
reinsurance contract ambiguous and

then construing it against the
reinsurer.

As a result of these court decisions,
it became obvious to reinsurers that if
payment of reinsurance proceeds was
to be conditioned upon actual
payment by the liquidator, the
reinsurance contract must clearly
express that intent.

In 1930, a standard form of
reinsurance agreement was introduced
that more clearly set forth the concept
of indemnity against actual loss. It is
this contract that led to the single
most important case in the area of
reinsurers' liability, Fidelity &
Deposit Co. v. Pink, 302 U.S. 224,
(1937), reh'g. denied, 302 U.S. 780
(1938).

In 1932, Southern Surety Co. of New
York was declared insolvent, and the
New York superintendent of
insurance, Louis H. Pink, took
possession of the assets and began the
process of liquidation.

He subsequently "allowed" or
approved a claim for payment but did

not actually pay it; nevertheless, he
demanded reimbursement from the

reinsurer.

However, thereinsurer refused,

reserve with respect to the amount of
reinsurance ceded on its books-and
the statute effectively would defeat
one of the primary reasons for

reinsurance.

The National Assn. of Insurance
Commissioners adopted a model
insolvency clause in 1950, and today
many states have enacted insolvency

clause statutes.

As a result of the Pink case and the
insolvency clause statutes that were
included in its wake, American law is
clear that a reinsurer must pay
proceeds to the liquidator prior to his
actual payment to the policyholder or
third-party claimant, notwithstanding
the fact that the liquidator ultimately
may end up actually paying the
policyholder or claimant nothing, or at
best, only a small portion of that
claim.

U.S. case law is also fairly settled
that reinsurance is considered to be
separate and distinct from the
relationship existing between the
parties to the original contract. There
is no privity of contract between the
reinsurer and the original

policyholder: See Excess & Casualty
Reinsurance Assn. us. Insurance

'Superintendent Pink was a good sport. He did not get mad-he
got even, by introducing into the state legislature what became
Section 77 of the New York insurance law. This statute, which is
now Section 1308, prompted the inclusion in most reinsurance
contracts of what is often referred to as the insolvency clause:

citing the clear and unambiguous
language of the reinsurance contract,
which provided that it reinsured only
against actual loss. Since there was no
actual loss, because no payment had
been made by the liquidator, no
indemnity was due, according to the
reinsurer.

Litigation ensued, and ultimately
the U.S. Supreme Court agreed with
the reinsurer and permitted it to avoid
liability.

It is fair to state that
Superintendent Pink was a good sport.
He did not get mad-he got even, by

introducing into the state legislature
what became Section 77 of the New

York insurance law.

This statute, which is now Section
1308, prompted the inclusion in most
reinsurance contracts of what is often
referred to as the “insolvency clause."
The clause provides that an insurance
company cannot take credit on its
financial statement for the amount of
reinsurance ceded unless the
reinsurance is payable to the
liguidator without diminution in the
event of the ceding company's
insolvency.

Although Section 77 apparently
made the inclusion of this insolvency
clause optional, the insurer effectively
is compelled to include it. Otherwise,
the insurer would lose its credit and be
required to carry the full amount of
the unearned premium and loss

Comm'r, 656 F. 2nd. 491 (9th Cir.
1981); General Reinsurance Corp. us.
Missouri General Insurance Co; 458 F.
Supp. 1 (W.D.Mo. 1977), afd., 596
F.2d. 330 (8th Cir. 1979); and Skandia
American Reinsurance Corp. us.
Schenck, 441 F. Supp. 715 (S.D.N.Y.
1977).

"Privity" is commonly defined as a
relationship between parties. Thus, we
are saying that there is no contractual
relationship between the reinsurer and
the original policyholder.

Although this principle has been
well-accepted by the courts, there are
still occasional disputes between an
original policyholder and the
reinsurance company, usually as the
result of a ceding company's
insolvency.

A good example of how the courts
have generally resolved these disputes
is reflected in the 1981 case American
Re-Insurance Co. vs. Insurance
Comm'n., 527 F.Supp. 444 (C.D. Cal.
1981). In that case, a doctor insured by
the then-insolvent Signal/Imperial
Insurance Cos. was found liable for
malpractice in an amount exceeding
$2.5 million. The plaintiff
patient sought to collect a portion of
this amount directly from
Signal/Imperial's reinsurer, American
Re.

In denying the claim, the court held
that neither the original policyholder
nor a third-party claimant has an

interest in the contract of reinsurance,
because it is separate and distinct
from the original policy.

Thus, neither party has any right to
reinsurance proceeds, which must be
paid to the insolvent company or its
liquidator.

This principle also has been applied
to guaranty associations, which were
created during the last decade to
provide relief to policyholders if their
insurance company becomes insolvent.
As these associations grew and became
more sophisticated, they began
challenging the liquidators for
reinsurance proceeds.

The often-cited case of Skandia
American Reinsurance Corp.us.
Schenck, supra, involved a dispute
between the superintendent of
insurance of New York and the New
Jersey Property-Liability Insurance
Guaranty Assn.

Both the superintendent and the
guaranty association, in claiming to be
the statutory successor of Professional
Insurance Co. of New York, an
insolvent insurer, attempted to collect
the reinsurance proceeds owed to
Professional. Skandia, and the other
reinsurers involved, interpleaded the
funds into court.

The court, in awarding the proceeds
to the superintendent, determined that
the guaranty association was not the

statutory successor of the insolvent
insurer. Rather, it stood in the shoes of
the policyholders. Since the
policyholders were not in privity with
the reinsurers, the association had no
claim to the reinsurance proceeds.

In a surprising display of
consistency, most subsequent court
decisions have upheld the concept of
privity of contract.

A recent example arose in
Louisiana. In this case, a judgment in
excess of $1 million was entered
against Arrow Trucking Co., stemming
from a 1974 automobile accident.
Arrow's primary insurer, Continental
Insurance Co., paid its policy limits.
But, Arrow's excess insurer, Reserve
Insurance Co., was placed in
liguidation in June 1979, before it paid
its share of the loss.

Thus, Arrow was forced to pay more
than $500,000-with the balance paid
by Continental and the Texas and
Louisiana guaranty associations.
Reserve had facultatively reinsured
the Arrow policy with North American
Reinsurance Corp., which paid
$660,000 in response to a demand from
Reserve's liquidator.

Arrow then filed an action against
both North American Re and Reserve's
liguidator to recover the amount it
had paid. North American Re
responded with a motion for summary
judgment, contending that its
obligation under the facultative
reinsurance agreement was satisfied
by its payment of $660,000 to
Reserve's liquidator. Since North
American Re had no contractual
obligation (privity) with Arrow, it

Continued on next page
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Continued from previous page
further contended that Arrow had no
right to reinsurance proceeds.

The trial court agreed and dismissed
the case.

Arrow appealed and in its appeal
argued that Louisiana's direct action
statute applied to both contracts of
insurance and reinsurance and, as a
result, it could assert a direct claim
against North American Re.

And, Arrow further argued that
Reserve's facultative reinsurance
agreement contained a "stipulation
pour autrui.”

“"Pour autrui” i

is a French term

The court then addressed Arrow's

argument that Louisiana's direct
action statute permitted it to maintain
an action against North American Re.
However, the court disagreed,
concluding that "the direct action
statute does not, nor was it ever
intended to, apply to reinsurance
agreements.”

The court also found that North
American Re had satisfied its legal
and contractual obligations by paying
its proceeds directly to Reserve's
liquidator.

The court concluded that Arrow's

claim belonged
in the

'A cut-through clause in a

meaning "for
others.” Arrow
claimed that
Reserve and
North American
Re, by entering
intothe  —/—/—=—/=—/—=—/

facultative

reinsurance agreement, intended to
confer a direct benefit upon Arrow,
thereby making Arrow a third-party
beneficiary of the reinsurance
agreement.

The Louisiana Court of Appeal
noted that both of the theories that
were raised by Arrow had been raised
previously and had been rejected in an
earlier Louisiana case, Fontenot us.
Marquette Casualty Co., 247 So.2d 572
(La. 1971).

Although clearly critical of the
Fontenot decision, the appellate court
reluctantly acknowledged that it was
bound by the Louisiana Supreme
Court's holding that the direct action
statute was inapplicable to contracts
of reinsurance.

The Court of Appeal then addressed
Arrow's "stipulation pour autrui”
argument, but distinguished the treaty
reinsurance at issue in the Fontenot
case from the facultative reinsurance
at issue in Arrow.

The court explained that, on one
hand, treaty reinsurance covers
numerous risks with no intent to
confer a benefit on any particular
insured, while, on the other hand,
facultative reinsurance is intended to
protect a specific risk, and generally
identifies the original policyholder by

Based on the fact that Arrow was
specifically named in the facultative
reinsurance agreement, the court
concluded that it was a third-party
beneficiary of the reinsurance contract
and had a right of action against the
reinsurer.

North American Re appealed that
decision to the Louisiana Supreme
Court (Arrow Trucking Company us.
Continental Insurance Company, No.
84-C-1453 (La. Sup. Ct. April 1,
1985)).

The Supreme Court noted the
difference between facultative and
treaty reinsurance but concluded that
the agreement before it was simply a
"typical contract of facultative
reinsurance.”

As such, the facultative reinsurer,
North American Re, had neither
created a direct obligation to the
original policyholder, Arrow, nor
intended to benefit it, according to the

court.

reinsurance contract requires the
relnsurer to pay reinsurance
proceeds directly to the
policyholder.'

liquidation
proceedings.

However,
there are some
exceptions to
the privity rule.
For es<xample,

a Statutory

exception is illustrated in a 1982
decision that permitted a policyholder
a direct right of action against

reinsurers.
INn Turner Construction Co. vs.
Seaboard Surety Co., 447 N.Y.S.2d 930

(1982), Seaboard issued a performance
bond for one of Turner's

subcontractors and then ceded a
portion of the risk to various

reinsurers.

When the subcontractor defaulted,
Seaboard refused to honor the
performance bond, and Turner filed
suit against both Seaboard and its
reinsurers.

The reinsurers moved for summary
judgment, relying on the absence of
privity of contract.

In denying the motion, the court
stated that Section 315(1)(a) of the
New York insurance law denied
reinsurance credit for surety and
fidelity risks unless the reinsurance
agreement specifically permits the
obligee or beneficiary to maintain an
action against both the ceding
company and its reinsurer, and that
section was incorporated into the
reinsurance agreement.

Although the Turner case involved a
limited statutory exception to privity,
American courts, unlike British
courts, have held that there is nothing
that specifically prohibits a reinsurer
frorn creating a direct contractual
relationship with an original
policyholder.

This can be done basically in three
ways:

80 Clause in a reinsurance contract.

The first is through a clause in a
reinsurance contract, be it facultative
or treaty, requiring the reinsurer to
pay reinsurance proceeds directly to
the policyholder. These provisions
frequently are called "cut-through"
clauses.

Despite the fact that the

policyholder is not a party to the
reinsurance contract and in all

likelihood is not even aware of its
existence, courts have enforced the
policyholder's rights to reinsurance
proceeds, often on the theory that the
policyholder is the third-party
beneficiary of the agreement entered

into between the ceding company and
the reinsurer. See Bruckner-Mitchelt

V. Sun Indemnity Co. of New York, 82
F.2d 434 (D.C. Cir. 1936).

This type of clause is not commonly
found in reinsurance contracts.

i* Novation.

Another way in which a reinsurer
can become directly liable to the
original policyholder is through a
novation, or new contract. This occurs
when the reinsurance company
substitutes itself for the policy-issuing
company by essentially creating a
direct obligation to the original
policyholder.

Consequently, the reinsurer's
undertaking has really become one of
direct insurance, not reinsurance. This
may occur by way of a portfolio
transfer.

Although it can occur without the
original policyholder having actual
knowledge of the transaction, in order
for it to be a true novation the
policyholder should be a party to the
agreennent.

1,0 Reinsurance endorsements.

The third method that is recognized
by American courts is a device
referred to as a reinsurance or
"cut-through" endorsement.

As the name implies, it is an
endorsement attached to the original
policy that, upon the occurrence of an
identified event, such as failure of the
policy-issuing company to pay,
requires the reinsurer to pay the loss,
or a specified portion thereof, directly
to the policyholder-thus "cutting
through" the usual route of payment
and circumventing the policy-issuing
company.

Cut-through clauses, referred to
above, are distinguished from
cut-through endorsements. Clauses are
incorporated directly into the
reinsurance
agreement to
which the
policyholder is

not a party,
while

endorsements
are appended to
the original
mnsurance
policy to which the policyholder is a
party.

The purpose of cut-through
endorsements becomes more apparent
when viewed from a historical
perspective. The endorsements appear
to have had their origins in a
document called a mortgagee
assumption endorsement, which was
used when an insurance company's
financial rating did not satisfy a
policyholder's mortgagee.

In such a case, a financially sound
reinsurer might agree to issue an
endorsement directly to the lending
institution, permitting the insurance
company to meet the mortgagee's
financial requirements and thus
allowing both the insurer, and its
reinsurance company, to retain the
business.

A reinsurer that agrees to issue a
cut-through or mortgagee assumption
endorsement should limit its liability
under the endorsement to the amount
of its liability under the reinsurance
agreement that it has with the ceding
company.

Additionally, the cut-throughs, at

‘American courts have held that
there is nothing that specifically
prohibits a reinsurer from creating
a direct contractual relationship
with an original policyholder.’

least as they originally were
envisioned, were intended to be issued
only to mortgagees for property risks.

However, the old guidelines do not
always apply, as an insolvency case in
Puerto Rico indicates.

In December 1977, the island's
largest insurer, Commonwealth
Insurance Co., was declared insolvent
and placed in liquidation. Cut-through
endorsements involving more than a
dozen reinsurers were issued to

thousands of Commonwealth
policyholders, for both first-party
property and third-party casualty
risks.

In many instances, these
endorsements obligated the reinsurers
to pay 100% of the loss, rather than
just their treaty or facultative
participation.

Upon Commonwealth's insolvency,
more than 100 lawsuits were filed by
Commonwealth policyholders against
the reinsurers, who then denied
liability.

The litigation became so unwieldy
that the Puerto Rico Insurance
Guaranty Assn. filed an action for
declaratory relief to determine the
validity of the endorsements.

Both the reinsurers and the Puerto
Rico insurance commissioner, as
liquidator, contended that the
cut-throughs became inoperable under
Commonwealth's insolvency since only
the liquidator was entitled to the
reinsurance proceeds.

In June 1980, the Puerto Rico
Superior Court ruled that the
cut-through endorsements were valid
and enforceable and that the Guaranty

Assn. was not liable to those

policyholders with cut-through
endorsements.

An appeal
was taken to the
Puerto Rico
Supreme Court,
which, in April
1983, after more
than two years
of deliberation,
reversed the

lower court's

ruling, finding that the cut-through
endorsements were against public
policy.

Under the court's ruling, the
reinsurance companies were released
of all liability under the endorsements,
while the Guaranty Assn. remained
liable for "covered claims” even
though the cut-through endorsements
were attached to the underlying
policies: Warranty Association of
Insurance, Etc. u. Commonwealth
Insurance Co., Civ. No. R-80-334 (P.R.
Sup. Ct., April 13, 1983), rehearing
denied.

The court, in reaching its decision,
concluded that reinsurance proceeds
were an asset of Commonwealth's
estate, subject to distribution by its
liguidator.

To the extent that the endorsements
diverted reinsurance proceeds from
the liquidator to a policyholder, a
priority or preference was created that
prevented a fair and equitable
distribution of Commonwealth's
assets, according to the court decision.

There have been no subsequently

Continued on nezt page
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reported decisions regarding
cut-through endorsements.

As a result, it is difficult to
speculate as to whether other courts in
the United States would follow the

Commonwealth decision.

However, it could be argued, for
instance, that both the New York and
California statutes contemplate
cut-through endorsements, thus
tacitly approving their use. (See
California Insurance Code, Section
922.2, and New York Insurance Law,
Section 1308.)

To recapitulate briefly, only the
liquidator is entitled to payment of
reinsurance proceeds, because the
proceeds are considered a general
asset of the insolvent estate and are to
be used for the benefit of all the
creditors.

Hence, since neither policyholders
nor third-party claimants are
generally deemed to have a
contractual relationship (privity) with
the reinsurer, they are, accordingly,
not entitled to receive direct payment
of reinsurance proceeds.

This can be altered either by statute,
as in New York, or through agreement
by the parties.

Once the contractual agreement has
been altered, the reinsurer becomes, in
many respects, a primary insurer, with
the same rights and the same
obligations.

Application of these general
principles leads to the conclusion that
in the event of a ceding company's
insolvency and the liquidator's
subsequent approval of a claim, the
reinsurance company-subject to
possible rights of set-off or other
defenses-is obligated to remit the
proceeds to the liquidator.

But what if the reinsurer elects to
pay proceeds directly to the
policyholder? No cut-through, no
novation, no
obligation. . .a
mere volunteer.

Strange as
this sounds, it
has some appeal
for as noted
above, although
reinsurers pay
proceeds based
upon the full amount of the approved
claim, the liquidator generally
ultimately pays thepolicyholder or
third-party claimant less than the full
amount of that same approved claim.

Thus, a $100 payment by the
reinsurer to the liquidator might
ultimately result in a $25 payment by
the liquidator to the policyholder.
However, if a reinsurer agrees to pay
$50 directly to the policyholder, it
appears that everyone wins. . .with the
possible exception of the liquidator
and the other creditors of the insolvent
company.

This procedure has been called
"purchasing" or "buying" claims out
of liquidation, and until recently its
legality has been something of a gray

area.
But no more.

The U.S. Court of Appeals for the
8th Circuit recently affirmed a

The Perspective section, which is a
forum for readers' opinions, is
compiled and edited by Copy Editor
Alison Kittrell. She can be reached at
312-649-5262.

'Only the liquidator ts entitled to
payment of reinsurance proceeds,
because the proceeds are

considered a general asset of the

insolvent estate.’

decision by a lower court in which
General Reinsurance Corp. was found
liable to the receiver of Medallion
Insurance Co. for proceeds that
previously had been paid directly to a
policyholder: Ainsworth us. General
Reinsurance Corp. 751 F.2d 962 (8th
Cir., 1985).

In this case, the receiver of
Medallion, Donald Ainsworth,
asserted a claim against General Re
to recover reinsurance proceeds
allegedly due the estate of Medallion
as a result of two losses that were
covered under a reinsurance
agreement between General Re and
Medallion.

One of the losses involved an
affiliate of Medallion, Consolidated
Underwriters, that had issued an
automobile liability policy to
Pittsburgh & New England Trucking
CoO.

In May 1971, while Medallion and
its affiliate were reinsured by General
Re, a PNE truck was involved in an
accident with a third party. A suit
against PNE in late 1974 resulted in a
$485,000 judgment.

When Medallion was declared
insolvent in September 1975, its share
of the judgment-the policy limits of
$100,000-remained unsatisfied.
Medallion's retention was $25,000, and
the balance of $75,000 was reinsured
by General Re.

PNE subsequently demanded the
reinsurance proceeds from General Re.
General Re initially refused.

However, General Re eventually
agreed to a make direct payment of
$25,000, or $50,000 less than its
potential liability to the receiver, in
exchange for a release discharging
Medallion and its receiver from all
liability to PNE.

By means of this release, General Re
sought to ensure that no claim by PNE
would be presented or approved in the
liquidation.

Thus, the
receiver would
have no right to
collect the
reinsurance
proceeds.

However, it
didn't work.

Relying on
the insolvency clause in the
reinsurance agreement, the receiver
filed an action to recover the
reinsurance proceeds due Medallion as
a result of the judgment in the PNE

The lower court, although finding
little authority on the subject,
nevertheless determined that
Missouri's statutory scheme for
insolvent insurance companies
mandated that the receiver collect
reinsurance proceeds, which are then
to be distributed for the benefit of
all the creditors.

More importantly, the lower court
held that the receiver's claim to
reinsurance proceeds attached not
when a claim was presented in the
liquidation, but when Medallion was
declared insolvent.

Therefore, General Re was not free
to "purchase" a claim and thus reduce
the amount of proceeds due under the
reinsurance agreement without the
receiver's consent: Ainsworth us.
General Reinsurance Corp., Nos.
78-0818-CV-W-7 and

78-0819-CV-W-7 (Consolidated

Cases), slip op. at 13 (W.D. Mo. filed
May 13, 1983), afd 751 F.2d 962 (8th
Cir. 1985).

The court did not accept General
Re's argument that it had no liability
to pay reinsurance proceeds until a
claim was "allowed" by the receiver,
saying that it found language in
neither the statutes nor the
reinsurance agreement to explain
"how the liability of a reinsurer is to

be determined.”
Had General Re wished to insert
such language into the reinsurance

agreement, however, the court noted
that it would have been able to do

SO.
General Re also argued that its
settlement of the PNE case did not

impair the
rights of the
receiver, since
the settlement

and release

becomes, in many respects, a

prevented the
claim from

being filed and
as a result the
receiver would
not have been required to pay out any
money on that claim.

General Re further contended that,
had there been no settlement, the
receiver would have been nothing

more than a conduit, merely paying
to the claimant the amount that had

been received from the reinsurer.

The court disagreed, saying,
"General Reinsurance's argument is
valid only in a situation where the
Receiver is able to pay out the full
amount on each claim filed.

"In most cases, however, and
presumably in this case, the Receiver
cannot pay out the full amount on
every claim. When less than full
payment of claims is made, the
proceeds which the Receiver
accumulates but does not pay out on a
particular claim can be used to pay the
claims of other creditors,"” the court
said.

"Allowing a reinsurer to purchase a
claim as General Reinsurance has
attempted to do would substantially
reduce the amount of reinsurance
proceeds due the Receiver and would,
as the National Assn. of
Insurance Commissioners has stated,
nullify the insolvency clause,” the
court commented.

In affirming the lower court's
judgment awarding reinsurance
proceeds to the receiver, the Court of
Appeals found that General Re's
payment to the insured failed to
comply with the insolvency clause in
the reinsurance agreement. The
insolvency clause required reinsurance
proceeds to be paid without
diminution upon the ceding company's
insolvency.

The court held, "It seems very clear
that the payment has not been made
directly to the Receiver, that the
reinsurance has been diminished-
because of the insolvency, and the

obligation of the reinsurer has ceased
to be an asset of the insolvent estate”

Ainsworth us. General Reinsurance
Corp., 751 F.2d 962, 965 (8th Cir.
1985).

The court, as have many before it,
reaffirmed the principle that an
ordinary contract of reinsurance, in
the absence of provisions to the
contrary, operates solely between the
reinsurance company and the ceding

'Once the contractual agreement
has been altered, the reinsurer

primary insurer, with the same
rights and the same obligations.’
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company and creates no privity
between the original insured and the
reinsurance company.

The reinsurance agreement at issue
contained no such special provisions.
As a result, General Re had no liability
to the original insured.

The court also reiterated that
General Re's liability to the receiver
became fixed upon the adjudication of
the insolvency, and not at the time
that the claim was "allowed" by the
receilver.

To hold otherwise might encourage
reinsurance companies "to make
cheap settlements with insureds facing
the prospect of low dividends on their
allowed claims," according to the

court.

On a final
note, with
reinsurance
disputes so
prevalent, and

with a
substantial
increase in the
number of
insurance
company insolvencies, it is not at all
unusual for a reinsurer to find itself at
odds with its insolvent ceding
company's liquidator.

When such a situation occurs,
arbitration is a common method of
resolving the dispute between the
parties.

However, liquidators often prefer to
address disputed issues in the same
forum that has jurisdiction over the
insolvent company: that is, the court
that is supervising the company's
liquidation.

The preference is so strong that
liquidators often refuse to arbitrate,
even when confronted with a provision
in the reinsurance agreement
compelling arbitration.

In fact, a few state courts have held
that the right to arbitrate is nullified
by the intervention of the insolvency
proceedings.

A recent federal decision,
however-Ainsworth us. Allstate, No.
85-1209-CV-W-6 (W.D. Mo. Dec. 2,
1985)-required the liquidator of
Medallion Insurance Co. to arbitrate
rather than to litigate a dispute
between Medallion and its reinsurance
company, Allstate.

The court felt that, on balance, the
strong public policy favoring
arbitration outweighed whatever
interest the liquidation court had in
maintaining exclusive jurisdiction
over all matter affecting the insolvent
company.

This result will surely benefit the
members of the reinsurance
community, for they will be able to
resolve their disputes by arbitration,
the forum originally selected by the
parties.

Thus, a panel comprised of industry
executives, rather than a judge who
probably has little experience with
reinsurance issues, will be interpreting
their respective rights.

Jonathan F. Bank is
an attorney with the
Ar <4 firm of Buc/latter,
Nemer, Fields, Chrys-
tie & Younger in Los
Angeles.
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ASK A BENEFIT MANAGER

Tax Reform Act to limit

the lure of 401(k) plans

1 Owver the
there has been a movement in

last fevw vears,

the United States toward

defined contribution plans and

away from defined benefit

pension plans. What effect will

the Tax Reform Act of 1986

have on defined contribution
plans, particularly those that provide for
pretax or 401(k) contributions?

A

Fortunately, the employee
benefits community appears to

have been successful in
convincing Congress and the
administration of the social
worth of 401(k) savings plans.
Unfortunately, we apparently
have not convinced them that
these programs should be allowed to develop and
grow as in the past, and the Tax Reform Act
severely limits the attractiveness of these plans,
especially for the highly paid employee and for
younger employees as well.

Some major changes required by the act are:

O' Elective salary deferrals will be limited to
$7,000 per year (later indexed).

1 A $200,000 limit will be imposed on an
employee's "includable compensation” under the
plan beginning in 1989 (later indexed).

8,0 The average deferral percentage (ADP) test for
401(k) plans has been changed to limit the spread
between the highly compensated and other
employees and the act redefines the term '+highly
compensated.”

7 A special non-discrimination test, on both
employer matching contributions and employee
contributions, is imposed by the act. In addition, all
(rather than a portion) of an employee's aftertax
contributions will be included in determining the
maximum annual addition under the plan (i.e., the
lesser of $30,000 or 25% of compensation).

&00' The favorable long-term capital gains
treatment on the sale of employee stock after
distribution will be eliminated, and five-year
averaging will be substituted for 10-year averaging
in the taxation of lump-sum distributions and
allowed only once for a distribution after age 591,4.
Employees age 50 on Jan. 1, 1986, will be
grandfathered.

/ A 10% excise tax will generally be charged on
the taxable portion of early distributions made prior
to age 5942, death or disability.

80' A 15% excise tax on annual payments over
$112,500 from all qualified sources will be charged.
Lump-sum payments have a one-time exclusion
from this excise tax on amounts below $562,000.
Accrued benefits as of Aug. 1, 1986, are
grandfathered.

1,0 In-service withdrawals of aftertax
contributions will be deemed to come partially from
taxable funds and will be taxed under pro rata
recovery rules. Existing funds, as of the end of 1986,
will be grandfathered for tax treatment.

4 Interest on plan loans will be subject to the
general limits of the Tax Reform Act, and there will
be no deductions for interest on loans made on or
after Jan. 1, 1987, to the extent that they are
borrowed from employee 401(k) contribution

accounts. Repayment must be on a level amortized
basis and the maximum loss limit has been

somewhat further restricted.

The bottom line of the Tax Reform Act is that it
will slow the growth of 401(k) plans, even though
the $2,000 Individual Retirement Account deduction
will not be available to many qualified plan
participants.

With a maximum income tax rate of 289-the
lowest it probably will ever be--and its restrictions
on early distributions, the act severely limits the
attractiveness of these plans for the highly
compensated and younger employees. The act
restructures these plans more toward supplements
for retirement than savings. It ignores the interest of
younger employees to save during employment for
their individual needs.

For many companies, compliance with the act and
the need to communicate its changes to participants
will be very costly. For smaller companies and those

that sold their plans completely as savings plans, we
probably will see these plans terminated in favor of
a compensation program that delivers the cash
currently or a deferred compensation program to
avoid the considerable charges for administration
and compliance.

Overall, however, | believe most major companies
will conclude that these plans are retirement plan
supplements and they will, in fact, reposition them
to be included as part of the total retirement income
program.

The new tax law may provide an opportunity for
employers to take credit for these pension plan
supplements and lessen the need for making
improvements for retirees if a retiree was covered
both by a defined benefit pension plan and a defined
contribution pension at the time of retirement. In
addition, companies will consider adopting excess
defined contribution plans to provide on a
non-qualified basis benefits that no longer could be
provided in the qualified plan.

Would you like advice from an experienced cotteague
on a risk management, benefits management or actuar-
ial problem? Four features in the Perspective section of
Business Insurance can give you some answers.

Ask A Benefit Manager, Ask A Risk Manager, Ask
A Casualty Actuary and Ask A Benefit Actuary answer
written questions from readers on risk and benefits
management issues and actuarial problems.

This month's column, on employee

benefits issues, is written by Joseph W.

Duva, director of emptoyee benefits at

Allied-Signal Inc. in Morristown, N.J.

Ralph F. Perry Jr., up and director of

risk management at Amfac Inc. in San

Francisco, answers risk management

questions. And, William J. Miner, an

L- actuary with The Wyatt Co. in Chi-

/ 1 cago, answers actuarial questions on

. | benefits issues. Richard E. Sherman, a

Mr. Duva principal with Coopers & Lybrand in
San Francisco, answers actuarial

questions in the casuatty field. Mr. Duva's and Mr.
Perry'S columns appear alternately on the second Mon-
day of each month. Mr. Miner's and Mr. Sherman's col-
umns appear alternately on the first Monday Of each
month. Mr. Duva's next cotumn witt appear in January.

Address your questions to ASK Business Insurance,
740 N. Rush St., Chicago, m. 60611. Please give us your
name, title and employer; however, Business Insurance
will consider unsigned tetters.

Montana court declines to apportion loss

Apportioning loss due to a defective
product among the manufacturer's
liability insurers proportionate to

legal briefs

After an investigation, Reliance
granted Hawley a 90-day extension of
time to sue until May 1, 1983.

policy limits was not appropriate in a
case in which only one policy covered
the accident, the Supreme Court of
Montana ruled.

In 1976, Willard Jacobson was
injured while installing an overhead
garage door. He sued the
manufacturer, claiming the accident
was caused by the negligent and
defective design and construction of a
spring apparatus in the door.

The defendants filed a complaint
against Harsco Co. as manufacturer of
a metal plate used in the spring.
Seaport Manufacturing Co. had
actually manufactured the part but,
after the accident and prior to the suit,
Harsco acquired Seaport by merger.

These abstracts were prepared by
Cases Unlimited Inc. A copy of an
entire decision may be obtained by
sending a check for $10 made out to
Cases Unlimited to Business
Insurance, 740 N. Rush St., Chicago,
ILL 60611. List the number for each
opinion.

Harsco was insured by Travelers
Insurance Co. Prior to the merger and
at the time of Jacobson's injury,
Seaport was insured by Western Fire
Insurance Co. Travelers settled the
suit with Mr. Jacobson and then began
this action against Western.

While Western conceded its policy
covered the Jacobson loss, it
maintained the trial court had erred in
not apportioning the loss between the
two insurers.

The appellate court noted that the
policies offered by both insurers were
"occurrence" policies. Thus, the court
said that when Jacobson was injured,
Western was the only company
insuring Seaport and the only
company obligated to pay any claim
arising from the accident.

The court said that after the merger,
Harsco acquired all of Seaport's
rights, including its rights of coverage
under the policy. Therefore, the court
agreed that Western was obligated to
indemnify Travelers. Travelers

Insurance Co. us. Western Fire

Insurance Co., Supreme Court of
Montana, Nov. 25, 1985.
(B1/03/S.-$10)

Time limitation upheld

A federal court in Connecticut held
that an insurer was not precluded
from asserting a 12-month limitation
period contained in a multiperil policy
for bringing a claim where in each
communication the insurer asserted its
rights under the policy and informed
the policyholder repeatedly that it
would not waive its rights.

Hawley Enterprises Inc. purchased a
multiperil insurance policy from
Reliance Insurance Co. covering its
property from June 1981 to June 1982.
The policy contained the standard
clause requiring suit under the policy
to be commenced within 12 months
after discovery of an occurrence giving
rise to a claim. Hawley's premises
were damaged by fire on Feb. 1, 1982.
Hawley submitted a proof of claim on
June 29, 1982.

Appraisers were agreed upon. Hawley
requested payment. Liability was
denied on July 13, 1983, and suit was
filed on Aug. 4, 1984. Reliance
requested that the suit be dismissed
because it had been filed too late.

Hawley argued Reliance was
precluded from claiming the defense
of the 12-month clause because it did
not inform Hawley until July 1983
that it was denying liability. However,
the court said this argument was
unpersuasive as a matter of law.
According to the court, under the
applicable Connecticut law, a time
limit provision was a valid contractual
obligation.

Furthermore, the court noted that
the parties had been in monthly
contact and that Reliance had
consistently asserted its rights under
the policy and informed Hawley that it
would not waive them. The suit was
dismissed. Hawley Enterprises Inc. us.
Rdiance Insurance Co. U.S. District
Court for the District of Connecticut,

Oct. 13, 1985 (BI/04/Au.-$10). -
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Regulators' attention turns to reinsurance

By CAROL CAIN

U.S. and foreign insurance regu-
lators will be asking in the coming
year: Will reinsurers be around to
pay claims?

The security and collectibility of
reinsurance will be on the minds of
most regulators, predicts Lyndon
Olson Jr., chairman of the Texas
State Board of Insurance and
chairman of the Reinsurance and
Anti-Fraud Task Force of the Na-
tional Assn. of Insurance Commis-

sioners.

For the past 18 months, regula
tors have been hesitant to impose
more-stringent regulations on
reinsurers, fearing it would
frighten some reinsurers away
from an already tight marketplace

They also have been occupied
with the availability of affordable
property/casualty insurance in the
primary commercial market.

But now, "there's no doubt in my
mind that the (property/casualty)
market is turning,” Mr. Olson said
And, with this turning market, reg

ulators "need to pay close atten
tion" to whether reinsurance is se

cure and whether claims will be
paid in a timely fashion, he added.

The amount of unrecoverable re
insurance from insolvent rein-
surers troubles both regulators and
reinsurers, said James Sham-
berger, senior vp of the Reinsur-
ance Assn. of America.

"If this turns out to be really se-
rious, it might increase regulators'
concern over collectibles," he said,
even though there already are sev-
eral laws and regulations regard-
INng reinsurance.

Some regulators have "quietly
encouraged brother regulators” to
begin looking at more-stringent
regulations, according to Donald J
Greene, an attorney with LeBoeuf,
Lamb, Leiby & MacRae in New

York, which represents Lloyd's of
London in the United States.

If there are more reinsurer in-
solvencies, Mr. Greene says there
will be "louder cries" for more reg-
ulations. And, in their fervor, he
expects regulators to re-examine
the fundamentals of reinsurance,
which may bring more regulations.

Mr. Olson agreed, saying rein-
surance is expected to be studied
next year by the NAIC's Reinsur-
ance and Anti-fraud Task Force.

Reinsurance only came under
closer scrutiny by state regulators
about 10 years ago. And, during
the past few years, the NAIC task
force, with its reinsurance industry
advisory committee, began looking
at ways to more effectively monitor
reinsurance transactions.

The NAIC adopted:

* A 1983 model law that grants
immunity from liability to state in-
surance departments investigating
fraudulent insurance activities.

* A 1984 model law that spells

out when a ceding company can
take credit for reinsurance on its

financial statement.
- A 1985 model law that sets
uniform guidelines to regulate

managing general agents that cede
reinsurance or assume it on the

part of an insurer.

Most recently, the NAIC drafted
a new section in the Examiner's
Handbook that deals with internal
accounting controls of both ceding
and assuming companies. That sec-
tion is expected to become effec-
tive by year-end. The book is used
by financial examiners who moni-
tor insurers’ financial statements.

With these models and changes
in place, instead of looking at more
rules, the NAIC task force concen-
trated this year on educating regu-
lators about reinsurance.

An all-day forum on reinsurance
held in June during the summer
NAIC meeting was attended by nu-
merous regulators and staffs.

But not only stateside regulators
are concerned about reinsurance,
Mr. Olson noted. Regulators from
around the globe have discussed
reinsurance at trade conferences
sponsored by the United Nations
Conference on Trade and Develop-

ment.

Now there is an international
awareness of the security of rein-
surance, Mr. Olson said.

However, even with this in-
creased awareness, many of the de-
veloping countries "do not have

the sophistication" to adequately
deal with the complicated matter
of reinsurance, he said. And, many
of the industrialized countries
don't have regulations, he added.

More regulations in the United
States, however, seem likely, ac-
cording to the chairman of the ad-
visory committee to the NAIC's re-
insurance task force.

"Next year, | suspect (reinsur-
ance regulations) will be a matter
of concern and interest and possi-
ble proposed legislation,” said

Wesley Kinder, president of Fre-
mont Reinsurance Co. in San Fran-

cisco, who serves as chairman of
the advisory committee.

However, "it is a tough regula-
tory problem to deal with," he
said, pointing to "two competing
philosophies" among regulators.

First, they are concerned about
the overall decrease in reinsurance
capacity, Mr. Kinder said. But,
they also are concerned whether fi-
nancial requirements for reinsur-
ance transactions are stringent

enough, he added.

And, regulators will continue to
look at the lack of reinsurance ca-
pacity "because that's what their
constituents get hit with," said
Jonathan F. Bank of the Los An-
geles law firm of Buchalter,
Nemer, Fields, Chrystie & Youn-
ger and a member of the advisory
committee.

But regulators also will be look-
ing at security requirements of

reinsurers, notably letters of
ccredit, he ssaaid. 1
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Directory of reinsurance intermediaries

Agnew International Inc.
175 Water St; New York, N.Y.
10038; 212-558-6630

1985 1984
Premium volume. $21,COUN $20.000,000

95 Treaty. 15% 15%
% Facultative 85% 85%
Gross revenues... SU®®UN 51,000,000
Total employees  SS 23

N e =at>- R

Facultative ... 20 1S

Year founded: 1976.

Principal officers: Patrick
Agnew, president; Richard DiCle-
mente, Pellegrino Farina and Mona
Chrysanthov, vps; W. James Cook,
James E. Hair and Latif Shams, as-

sistant vps.
Specialties: Domestic and in-

ternational major property.
Licensed in: New York.

Amberco

101 Pearl St., Hartford, Conn.
06103; 203-727-1196

19/5 1984
Premium volume.. NA NA
% Treaty. 296% 999

2% Facultative. .. a% 1%
Gross revenues..... NA NA
Total employees. 27 21

Year founded: 1977.

Branch offices: New York;
Miami; Hamilton, Bermuda.

Principal officers: John M.
McGarrity, president; Julian M.
Griffiths and Robert T. Sargent,
executive vps.

Specialties: Captives.
Licensed in: New York.

American Intermediaries Inc.

1800 Century Park East. Suite 450,

Los Angeles, Calif. 90067;
213-201-6500

1955 1984
Premium voiume. $31.5-Ime $4,600,000
% Treaty......... /s 100%
Gross revenues. linvt $72,002
Total employees... 14 s
Treaty. 4 s

Year founded: 1984

Parent company: lona Inc.

Subsidiaries: American Inter-
mediaries of New York Inc., New
York.

Principal officers: Henry M.
Krueger, chairman, Wolfgang J.
Buettner, president.

Specialties: Property, casualty,
accident and health, medical pro-

fessional liability.
Licensed in: New York.

JE&H INFOLINE

INFORMATION AND IDEAS ON RISK MANAGEMENT AND BENEFITS FROM JOHNSON & HIGGINS

American Risk Managers

2610 Freewood Drive, Dallas,
Texas 75220; 214-9560176

isrs 1984
Premium volume. $8.56%0" $12,410,000
% Treaty. s 100%
Gross revenues. $1.175./ $2,097,000
Total employees.... °
7 El

Treaty. ... .

Year founded: 1977

Branch offices: Houston;
Miami; Nassau, Bahamas; George-
town, Cayman Islands.

Principal officers: M. Hen-
dricks, president; T. Hunt and W.
Hemer, vps; J. McKinney, secre-
tary/treasurer.

Specialties: Captives, unrated
companies, self-insured risks,
products, marine, federal workers
compensation.

Licensed in: Texas, Florida.

NO. 20

Coping With The Incomprehensible:

Tax reform muddies benefit nondiscrimination tests.

The Tbc Reform Act of 1986 will alter dramatically the design and delivery of employee

benefit programs.

The provisions covering defined contribution, defined benefit, and health and

welfare programs wul push many employers to examine alternatives within each of

these program areas.

For example, the Act further restricts access by active employees to defined

contribution plan funds. This could make such plans less desirable, suggesting

alternatives such as deferred bonus arrangements, non-qualified excess plans, and

group universallife insurance programs.

New nondiscrimination tests wilU govern benefit delivery in all major welfare

plans. However, these rules-as written-are incomprehensible. Perhaps even more

disturbing is a suspicion in many quarters that they are unworkable.

JKkH is convinced the rules must be substantially modified or even repealed. Since

they do nct become operative unt:U January 1, 1988 at the earliest, employers should

urge Congress to bring clarity and sanity to the Act's provisions.

We expect that, in many instances, employers will find it too costly to comply

administratively with the thrust of the nondiscrimination rules. In fact, there are

several alternatives in dealing with the nondiscrimination provisions that should’

prove acceptable without making major administrative changes.

For more information, call an Employee Benefits Consultant at your J&H office, or
Ed Davey at 212-574-7269.

© 1986 Johnson & Higgins

Andrew Edwards & Co. Inc.

111 John St., New York, N.Y.
10038; 212-227-1300

1985 1984
Premium volume... $121,826*H $107,646,000
%Treaty...... 1-96 100%
Gross revenues. NA NA
Total employees._ 15 A7
Treaaty o oo 15 A7

Year founded: 1977

Branch offices: Hamilton, Ber-
muda.

Principal officers: Andrew J.
Barile, chairman; Edward J. Mal-
loni, president; Philip M. Russo,
senior vp-marketing; Carol G.
Koenigsberg, vp-electronic data
processing/personnel; Jeffrey S
Passis, vp/treasurer; Joseph Pepi-

tone, assistant secretary.
Licensed in: New York.

Ashford Reinsurance

Intermediaries Corp.
345 Kinderkamack Road, P.O. Box

218, Westwood, N.J. 07675;
201-664-6677

1985 1984
Premium volume. $9,3#.000 ~NA
% Treaty. 95% NA
96 Facultative. 5% NA
Gross revenues... $258,IN NA
Total employees.. 8 NA
Treaty - ...... s NA

Year founded: 1983

Parent company: O'Shea,
Sharp, Associates Corp.

Branch offices: Worcester,
Mass.

Principal officers: Henry J.
O'Shea, president/chief executive
officer; Donald B. Sharp, executive
VP.

Specialties: Property/casualty.

Licensed in: New York.

Continued on facing page

How to use

directory

Information for the fourth

annual directory of reinsur-
ance intermediaries was gath-
ered from responses to ques-
tionnaires sent to companies
by Business Insurance.

The directory is printed as
an editorial service; there is
no charge for intermediaries
to be included.

Companies were asked to
provide information, includ-
ing premium volume related to
reinsurance, percent of treaty
and facultative business
(based on reinsurance pre-
mium volume), gross revenues
related to reinsurance, total
employees and number of em-
ployees assigned to treaty and
facultative reinsurance.

Also requested was informa-
tion on ownership, branch of-
fices and,subsidiaries bro-
kering reinsurance,
specialties, acquisitions, prin-
cipal officers and licensing.

When a company has been
only recently founded, or re-
fused to provided financial in-
formation, it is noted in the
listings as NA (not available).

If you wish to locate an in-
termediary by state, you may
refer to the geographic index
following the directory. Home
offices, branch offices and
subsidiaries brokering rein-
surance are included.

We have made every effort
to obtain complete and accu-
rate information; however,
Business Insurance is unable
to verify all information be-
cause public documents are
rarely available.
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Associated Intermediaries
Inc./Associated
Intermediaries-S.C. Inc.

2 Piedmont Center, Suite 700,
Atlanta, Ga. 30305; 404-237-1170

1985 1984
Premium volume.. $100,000,000 $60,000,000
%Treaty.......... 75% 70%
% Facultative. 25% 30%
Gross revenues..... NA NA
Total employees... 45 40
T re =2ty s o=
Facultative . ... =0 ==

Year founded: 1982.

Parent company: Provident
Life & Accident Insurance Co.

Branch offices: Columbia, S.C.

Principal officers: Alph H.
Browne, president/chief executive
officer; William M. Allen, senior
vp/chief operating officer; Robert

Sanders, senior vp; Steve Rece,
chief financial officer.

Licensed in: New York.

D J

B.R.l. International

Agency Inc.

156 William St., New York, N.Y.
10038; 212-233-7171

1985 1984
Premium volume... $4,921,000 $3,938,000
% Treaty.......... 90% 75%
2% Facultative. 10% 25%
Gross revenues... NA NA
T otal emplovees_ 9 9
T reaty - - - - - - oo v s
Facultative . = =

Year founded: 1981.

Parent company: B.R.l. Hold-
ing Corp.

Principal officers: Donald P.
Ferrarini, president; Joseph Zweig,
senior vp/general manager; Fred
Ghawi, vp-ocean marine; Howard
Miller, vp; Burton Matfus, secre-

tary/treasurer.
Licensed in: New York.

Bailey Townsend Inc.

123 William St., New York, N.Y.
10038; 212-233-9076

1985 1984
Premium volume... NA NA
% Treaty. 20% 85%
% Facultative. 10% 15%
Gross revenues...... NA NA
Total employvees.. 6 S
TN et 0 — == =
—a=acualtatisre o - o o = =

Year founded: 1979.

Parent company: John Town-
send & Co. (Holdings) Ltd.

Principal officers: Robert W.
Bailey, president; J.R.C. Town-
send, chairman; Angelo Caraman-
ica, assistant vp.

Specialties: Marine, aviation,

professional liability.
Licensed in: New York.

Bates Turner Inc.

5200 Metcalf, P.O. Box 2959,
Overland Park, Kan. 66201;
913-676-5920

1985 1984
Premium volume... $109,000.000 $58,000,000
% beaty. 100% 100%
Gross revenues... NA NA
Total employees... 12 12
T reaty .. 1= 12

Year founded: 1982.

Parent company: Employers
Reinsurance Corp.

Branch offices: Morristown,
N.J.

Principal officers: Michael G.
Fitt, chairman/chief executive of-
ficer; Michael E. Fisher, president/
chief operating officer; James C.
Blanton IlIl and Charles S. Marisca,
vps; Robert E. Thiemer Jr., assis-

tant vp.
Licensed in: New York.

Bell Nicholson Henderson

(USA) Inc.
123 William St., New York, N.Y.
10038; 212-406-1750

1985 1984
Premium volume... NA NA
%Treaty...... 100% 100%
Gross revenues. NA NA

Total emplovees 14 13
T reatyy- - - - o A= A=

Year founded: 1980. Year founded: 1957.

Principal officers: John K. Branch offices: New York; Chi-
Witherspoon Jr., president; Robert cago; San Francisco; Copenhagen,
L. Mercer, vp; Arthur Myers, secre- Denmark.
tary; J.A. Edwards, director. Subsidiaries: E.-VW. Blanch

Licensed in: New York. (U.K.) Ltd., London.

Acquisitions: E.W. Blanch Co.
completed the purchase of out-

E.W. Blanch Co. Limited . ) .
standing equity in Bradstock

Partnership Blanch Ltd., previously held by

3500 West 80th St., Minneapolis, Bradstock Group P.L.C. The name

Minn. 55431; 612-835-3310 was changed to E.W. Blanch (U.K.)
1985 1984 Ltd.

Premium volume.. Principal officers: E.W. Blanch

% Treaty.. 99% 298% . ) -

06 Facultative. e 200 Jr., chief executive officer/general
Gross revenues...... partner; Michael W. Cashman Sr.,
Total employees.... 296 232 president/managing general part-

Treaty. 279 210 .

Facultative. .. 17 oo ner; Frank S. Wilkerson Jr., gen-

eral partner; Paul S. Mavros, se-
-See page 3 for estimates. Cotinued on nezt page
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Serious inquiries with regard to syndicate formation, invest-
ment or management may be addressed to the attention
of Larry J. Spilkin, General Counsel.

29621 Northwestern Hwy. « P.O. Box 5096
Southfield, Ml 48086 « 313-358-4010 « Telex: 23-5635
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T he Mass Mutual
Challenge

When other companies falkabout cost containment.we're out toacethem.

Today, the toughest game in town is controlling soaring
health care costs without sacrificing quality benefits. We're
Mass Mutual, and we challenge any health insurance com-
pany to do a better job of helping you take control.

Our unique approach features programs that target and
then control specific expense dilemmas. While our competi-
tors distribute mountains of reports to their dients, we com-
bine our sophisticated computer-prepared reports with
advanced analysis and personalized consulting services.

In our comprehensive analysis program, a team of Mass
Mutual experts is assigned to each case. This team includes
a Medical Economist, Health Care Administrator, Epide-
miologist, Biostatistician, Nursing Consultant, Case Manager
and Employee Benefits Expert. Offering a range of profes-
sional perspectives, our team develops an incisive manage-

ment report with specific recommendations for cost control.

Once we identify what measures need to be taken, we
implement a customized cost control program incorporating
such proven approaches as our Pre-Hospital Review, Preferred
Plus= PPO, Cost Containment Benefit Options and much more.

The Mass Mutual edge is in the way we approach each
case. We're in constant motion designing new ways to address
our clients' evolving needs.

We challenge any other insurer to give you better cost con-

tainment. Have your agent, broker or consultant call their
Mass Mutual

Group MassMutual

Representative.
Take the GROUP LIFE AND HEALTH
Cha"enge_ Massachusetts Mutual Life Insurance Co., Springfield, MA 01111
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nior vp/general partner.
Specialties: Property, casualty,
crop hail, professional liability,
life, accident and health.
Licensed in: New York.

Bryant Treaty Brokers Inc.

600 Holiday Plaza Drive, Suite 340,
Matteson, 111. 60443; 31 2-748-9550

1985 1984
Premium volume... NA NA
m Treaty. 100% NAa
Gross revenues. NA NA
Total employvees... 8 NA

T reea=aty = A

Year founded: 1985.

Parent company: Derek Bryant
Insurance Brokers Ltd.

Principal officers: Edward N.
Murray, president/treasurer;
Frances P. Murray, secretary.

Specialties: Long-haul truck-

ing, managing general agents, fi-
nancial institutions.

C.B.1. Agencies Ltd.

90 John St., New York, N.Y. 10038;
212-608-6566

1985 1984
Premium volume.. $250,000 ~a
% Facultative. 100% 1000
Gross revenues.. $35,000 ~NA
Total employees.. 7 4
Facultative... 7 a

Year founded: 1980; reinsur-
ance business activated in 1985.

Principal officers: James F.
Lunny Jr., president/chief execu-
tive officer; Frank Carbonara, ex-

ecutive vp/treasurer.
Licensed in: New York.

Guy Carpenter & Co. Inc.
Two World Trade Center, New
York, N.Y. 10048; 212-323-1000

1985 1984

Premium volume..

% Treaty.
6

cultative . ==
Sros=s revenuaes.. _. ==

Total employees.. 1,258 1,200

See page 3 for estimates.
Year founded: 1923.

Parent company: Marsh &
McLennan Cos. Inc.

Branch offices: San Francisco;
Los Angeles; Chicago; Hartford,
Conn.; Coral Gables, Fla.; Atlanta;
Dallas.

Subsidiaries: Guy Carpenter &
Co. Inc. of Minnesota, Minneapo-
lis; Balis & Co. Inc., Philadelphia;
Guy Carpenter & Co. (Canada)
Ltd., Toronto; Guy Carpenter lta-
lia S.r.1., Trieste, Italy; Guy Car-
penter & Co. (Asia) Ltd., Hong
Kong; Guy Carpenter & Co. ApS,
Copenhagen, Denmark; Guy Car-
penter & Co. (Stockholm) AB,
Stockholm, Sweden; Guy Carpen-
ter & Co. S.A., Brussels, Belgium.

Principal officers: Richard H.
Blum, president/chief executive of-
ficer/director; Michael J. Cody,
Robert S. Constable, Michael S.
Cooper, John Kean Jr., Edward G.
Maher, A.J.C. Smith, Frank J.
Tasco, Gabriele J. Troiano and

James D. Weaver, directors.
Licensed in: New York.

Cole, Booth, Potter Inc.

499 Thornall St., Edison, N.J.
08818; 201-549-6300*

1985 1984
Premium volume.., $175,000,000  $140,000,000
% Treaty. 95% 75%
2% Facultative. 5% 25%
Gross revenues..... [NVN ~NA
Total emplovees_ 80 72

T re =2ty e =S
Facuultatinvre A= A T3

-As of Dec. 1, new address and telephone
number unll be 100 Metro Park S., Old Bridge,
N.J. 08857-4099, 201-290-8000

Year founded: Predecessor
companies: Booth Potter Seal,
1939; Sten-Re, Cole, 1979.

Parent company: Combined In-
ternational Corp.

Mergers: Effective July 1985,
the principals of Sten-Re, Cole
bought out Reed Stenhouse’'s 50%
share and then sold the entire firm
to Combined International Corp.,
which owned Booth Potter Seal.

Both reinsurance intermediaries

were merged to operate under the
new name of Cole, Booth, Pottc r
Inc.

Principal officers: Richard E.
Cole, president/chief executive of-
ficer; Thomas M. Simone, Dc-
marest S. Newman, Bart L. Fraz -
zitta and John VVanFossen, -:enicr
vps; John M. Kwaak, Arttur T.
Dougherty, Diane M. Larzelere and

Robert K. Race, vps.
Licensed in: New York.

Corporate Advisors Inc.

910 Skokie Blvd., Northbrook. 111.
60062; 312-564-5820

1985 184
Premium volume. NA NA
Gross revenues... NA NA
Total employees.. NA NA

Year founded: 190; inactive
until 1986.

Principal officers: Loui. W.
Biegler, president; Eugene W.
Bader, William L. Biegler and Car-
mina M. Murphy, vps.

Specialtie5: Association cap-
tives.

Cravens & Co. Special
Insurance Services

555 California St., Suite 2920, San
Francisco, Calif. 94104:
415-433-6161

1985 1284
Premium volume. NA NA
% Treaty.. 100% 1009
Gross revenues.. NA NA
Total employees.. 22 20
Treaty. 22 20

Year founded: 1978.

Branch offices: Seattle.

Affiliated companies: Cr:vens

Re Treaty Facilities Inc.; Cr: Vens
ies Inc.; Cra-

Re Facultative Facili

vens, Dargan Enterprises.

Principal officers: Malrolm
Cravens, chairman; Hartley D.
Cravens, vice chairman; E.L.
Stutsman, president; Robert J.
Reynolds, executive vp; Leon But-
ton and Edward W. Tuesche- Jr.,
senior vps; Jim M. Rusk, Vp/Essis-
tant secretary; Jim MelLean, Carol
C. Cravens and Thomas Kelly, gps;
M. Mark Cravens and Skeila

Moore, assistant vps.

.Mal

Crump Re Inc.
241 Main St., Hartford, Conn.
06106; 203-727-9727
1985 1984

Prem,um volume.. $56,734,000 $49,578,000

91. Treaty. 219% 30%
F Facultative, 79% 70%
Gross revenues. $5,299,000 $4,695,000
Total employvees.. 47 34

TE e =t~ _ =

F—icuallatisre o e == =BBCO
Year founded: 1978.
Parent company: Sedgwick

Group P.L.C.

Subsidiaries: Crump Re Inc.-
New York, Hoboken, N.J.; Crump
Re Inc.-Atlanta, Marietta, Ga.;
Crump Re Inc.-Southwest Divi-
sion, Dallas.

Principal officers: Salvatore D.
Zaffino, president/chief executive

Continued on facing page
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officer; John L. Brozowski, divi-
sional president-Crump Re Inc. of
Atlanta; Robert J. Byrne, divi-
sional president-Crump Re Inc. of
New York; L. Douglas Williams,

senior vp-finance/accounting.
Licensed in: New York.

Cypress Creek

Intermediaries Inc.

110 Brookside Drive, Daytona
Beach, Fla. 32014; P.O. Box
261640, Port Orange, Fla. 32029;
904-756-2309

1985 1984

Premium volume... $17,000,000 NA
% Treaty. 9269% NA
% Facultative. 4% NA
Gross revenues. $200,000 NA
Total emplovees... 3 NA
Treaty ...._ = INA

Facultative A A

Year founded: 1984.

Principal officers: Michael T.
Pyle, president/treasurer; Peggy B.
Pyle, vpisecretazy; Laurie P. Lang-
ston, assistant secretary; Christine
P. Sullivan administrative man-
ager.

Specialties: Agriculture, stu-
dent medical, accident and health.

Licensed in: New York, Florida.

d

Delaney Intermediaries Inc.
55 John St., New York, N.Y. 10038;
212-267-9339

1985 1984

Premium rolume. $50,000,000 $70,000,000
% Treaty_.... 92096 80%
% Facultative. 10% 20%

a

Gross revenues. $1,800,000 $1,800,000

Total employees_ 27 50
=25 a=
= =

Year founded: 1954; company
reorganized in 1984.

Principal officers: Timothy D.
Delaney, president; Alistair Lind,
treasurer; Peter Arkley, vp; Anne
Marie McTiernan, assistant vp;
Daniel F. Maher, secretary.

Specialties: Captives, self-in-
sureds, low-layer casualty.

Licensed in: New York.

Delaney Offices Inc.
55 John St., 12th Floor, New York,
N.Y. 10038; 212-267-9339

1985

Premium volume. $20,000,000
leo96

1984
$20,000,000

% Treaty. 100%

To the master violin craftsman, there is no
room for mediocrity. The restoration of a
fine instrument is an art that demands

experience, hard work, and an unwavering
commitment to excellence.

IRA has a 15-year experience base and the
rehabilitation expertise to restore disabled
people to the most productive levels

achievable. After 230,000 cases of managing

medical service delivery and providing
vocational rehabilitation services, IRA has
proven its commitment to excellence.

Today, we're building on that commitment.
Our goals are to assure the provision of

quality care, to manage medical costs and to

return disabled people to work. IRA offers
an unmatched range of rehabilitation
services. With over 135 offices coast to

coast, we provide local service, nationwide.

When it comes to the art of restoration, IRA

agrees with the master craftsman. There is
no room for mediocrity.

For more information, contact your local

International Rehabilitation Associates office
or call toll-free 800-IRA-HELR In Alaska or

Hawaii, call collect 215-687-9450. Or write:
Intracorp/IRA, Mr. Daniel H. Davis,
SeniorVice President, 701 Lee Road,
Wayne, PA 19087.

IRA. Rehabilitation that works.

international rehabilitation associates inc.

An Intracorp Company

Gross revenues.

$500,000
5

$500,000
Total employees__ 5
Treaty. 5 5

Year founded: 1954; company
reorganized in 1984.

Principal officers: William F.
Delaney Jr., president

Specialties: Casualty, fire, ma-

rine, aviation, life, captives.
Licensed in: New York.

e

E & S Intermediaries Inc.

111 John St., New York, N.Y.
10038; 212-732-9855

1985 1984
$17,047,553

100%

Premium volume... $19,932,985

% Facultative. 100%

Gross revenues

$1,620,890
Total employees.,, 13 13
Facultative__ 1.3

Year founded: 1980.
Principal officers: Stephen L.
Gandley, president; Randall S.
Jensen, executive vp; Robert L.
Osborne Jr., senior vp; Nicholas J.

tary/treasurer.

tice, errors and omissions cover-
age.
Licensed in: New York.

Enan & Co.

950 Elm Ave., Suite 250, San
Bruno, Calif. 94066; 415-873-3626

1985* 1984*

Premium volume. NA NA

% Treaty.
Gross revenues.

10096 100%
$1,800,000 $1,200,000
Total employees_ 15 13

T reasaty aAs A=

* Fiscal years ending Aug. 31, 1986, and
1985.

Year founded: 1979.

Principal officers: Hussein A.
Enan, chief executive officer; Gar-
rett Redmond, chief operating offi-
cer; Peter J. Murphy, chief finan-
cial officer; Dale N. Hoemke, chief

marketing officer.
Licensed in: New York.

Fairway Intermediaries Ltd.
73 Front St., P.O. Box HM 2261,
Hamilton, Bermuda HM JX;
809-295-8473

1985 1984

Premium volume...  $17,600,000 $16,000,000
% Treaty. 80% 8596
% Facultative. 20% 15%
Gross revenues $358,000 $325,000
Total employees. 7 7

Year founded: 1982.

Parent company: Dana Corp.

Principal officers: Carl R. Pin-
gel, president; Wolcott H. Outer-
bridge, vp; Roderick S. Gilbert,
general manager.

Specialties: Captives, surplus
relief programs.

Falcon Intermediaries Ltd.

P.O. Box 100,736 Springdale
Drive, Exton, Pa. 19341;
215-363-5540

1*'_ 1984

Premium volume... $8,000,000 $9,000.000
% Treaty. 95% 97%

% Facultative. 5% 3%
Gross revenues...... NA NA
Total employees. s 6
4 4

Facultative.... 1 2

Year founded: 1980.

Parent company: Roehrs & Co.
Inc.

Principal officers: Walter E.
Roehrs Jr., chairman; Geoffrey C.
Roehrs, vice chairman.

Specialties: Associations, man-
aging general agents, captives.

Arthur J. Gallagher & Co.
(Bermuda) Ltd.

P.O. Box HM 2000, Perry Building,
Church Street, Hamilton, Bermuda
HM HX; 809-292-4654

1985 1984

Premium volume... $12,500,000 $15,900,000
% Treaty.......... 85% 90%
% Facultative. 1596 10%
Gross revenues. $2500.000 $2,800,000
Total employees.... 55
T e =t~ = =
Feacualtatinves = — =—

Year founded: 1972.

Parent company: Arthur J.
Gallagher & Co.

Subsidiaries: Arthur J. Gal-
lagher & Co. (Cayman) Ltd., Geor-
getown, Grand Cayman.

Principal ofncers: Christopher
J. Noon, director/general manager;
Ronald L. Hubbard, chief financial
officer.

Specialties: Public entities,
fully-funded programs, captives.

Licensed in: Bermuda.

Continued on next page
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WORLD.CLASS

The Rising Star in Insurance Marketing

T he lllinois Insurance Exchange has atta.ned an en¥ able position

1 in the industry marketplace. 1nternational in scope, it is a unique
facility oftkring tremendous opportunities forprofessionat brokers and
serious inkestors. Consider these important qualizies:

* Professionalism-distinguishes the Exchange at all -evels ir.clud-
ing its skilled personnel, knowledgeable syr.dicate uncer-writers and
prominent members of its Board of Trustees. They are an elite group.

* Long-Term Financial Stability-a conserva.ive underwriting
approach coupled with the security inheren. in the Exctange's Guar-
anty Fund characterize its responsible commi-ment to ne future.

* Unprecedented Growth and Capacity-te Exchange continues
to experience record increases .n its ctpitalization level, number of
contracts issued and premium volume.

* Prifitability-an American success story. the Exchange is an
attrac.ive money-making opportunity for indiv.dual investors, corpo-
rations and partnerships.

"Hitch your wagon to a star" b, contacting
James M. Skelton. Presiden: iind CEO, today.

The Exchange is strategically
headquartered in Chicago-the
crossroads d the financial wotd.

lllinois Insurance Exchange

175 W. JACKSON BLVD. « CHICAGO Il 6061 - 312/93%2400

lall us at tie te ephone nimber most convenient for you
Los Angeles 2'3,642 1999 ' 800/421 2022

St. Petersburg 813/578-2666 / 800/237-6361
OBices in Boston ' Chicago * Cincinnati Dallas Ft. Lmderdale *
KGnsas City * los Angeles * Neu York *San Francisco *St. Petersburg

Continued from preceding page

Gill & Roeser Inc.

535 Fifth Ave., New York, N.Y.
10017; 212-972-4880

1985 1984

Premium volume... NA NA
% Treaty. 100% 100%

Gross revenies. NA NA

Total emplovees. 8 7

T reaty 8 7
Year founded: 1982.
Subsidiaries: G&R Interme-

diaries Inc., New York.

Principal officers: Adrian Gill,
chairman; Kirk Roeser, president;
James Snedeker and Ronald Mar-
tin, senior vps; Kin Gee and Mi-
chael Shumrak, vps.

Specialties: Property, casualty,

life, surplus relief, loss portfolios
and commutations.

Licensed in: New York.

Thomas A. Greene & Co. Inc.

1270 Ave. of the Americas, New
York, N.Y. 10020; 212-664-0200

1985 1984
Premium vclume... $380,000,000 $270,000,000

% Treaty. 20% 84%
% Facftative. 10% 16%
Gross revenues.... $21,000,000 $16,000,000
Total employed.. 190 193

Year founded: 1979.

Parent company: Alexander &
Alexander Services Inc.

Branch offices: Chicago, San
Francisco.

Principal officers: Thomas A.
Greene, president/chief executive
officer/chairman; Peter F. Malloy,
executive vp/chief operating offi-
cer; Michael D. O'Halleran, execu-
tive vp; John L. Busi, senior vp/
chief financial officer.

Licensed in: New York.

Greig Fester (North
America) Inc.
116 John St., Suite 1410, New
York, N.Y. 10038; 212-619-0140

1985 1984
$16,500,000
% Tzeag... ..... 98% 98%

Premium volume.. $21,060,000

% Facultatipe. 2% 2%

Gross revenues.. $1,800,000 $1,400,000
Total employees.. 26 19
W res =ty = s

—acuultatisre o jm | jn |

Year founded: 1981.

Parent company: Greig Fester
(Group) Ltd.

Principal officers: Charles B.
Penruddocke, vice chairman/chief
executive officer; Irving Bloom,
president; Leonard Wagner, secre-
tary/treasurer.

Licensed in: New York.

Group Resources Inc.

P.O. Box 1318, Kailua, Hawaii
96734; 808-262-4556

1985 1984
Premium volume. $34,000,000 $32,000,000
96 Treaty_ 100% 100%

Gross revenues. $210,000 $175,000

Total employees. 2 2
L EE = — B = =

Year founded: 1980.

Branch offices: San Francisco.

Subsidiaries: Professional Re-
insurance Organization, Wilming-
ton, Del.; H.M.O. Resource Group
Inc., San Francisco.

Principal officers: Donald K.
Anderson, president; Dean C. An-
derson, vp.

Specialties: Group accident and
health, disability income, group
and individual life, financial, sur-
plus relief, acquisitions and merg-

ers.

h

H & H Reinsurance
Brokers Ltd.
H&H House, Hurst Holme, Trott

Road, P.O. Box 1861, Hamilton,
Bermuda HM HX; 809-295-3342

1985 1984
Premium volume... $4,000 000 $6,000,000
Lo Treaty—_ 95206 9520
% Facultative. 5% 5%
Gross revenues. NA NA
Total employvees.. 7 8
Treaty. = —s —a

Facultative. = =8 -

Continued on facing page

STRUCrURED SFITLBIIN[
EXPrm NEG{mAIUR.

ON YOUR TEAM.
NO CHARGE.

XPERT. Paul Donlon has

earned the right to be called an expert. He's
been an active participant in claims settlement
conferences, helping his clients negotiate the

best possible payment plans, for 12 years.
Paul-like our other consultants-knows

his business.

ON YOUR TEAM. Unlike most of our com-
petitors, we work only for the defense-an
important difference. Here's why: We will
suggest a structured settlement only when
we believe-based on experience and knowl-
edge of the claim-that it's the best solution
for our client (as well as the plaintiff).
Results: credibility, momentum toward settle-
ment, a more productive conference.

NO CHARGE. Paul Donlon (or another of
our equally qualified consultants) will be
pleased to attend your settlement conference.
As a member of your team. At no cost.

With no risk.

THE

COMPANY

STRUCTURED
SEITLEMENTS.
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Year founded: 1977.

Parent company: International
Advisory Services Ltd.

Principal officers: Simon
Everett, president; David Ezekiel
and Terrence Power, vps; David
Pickering, vp/treasurer; Michael
Budge, vp/secretary.

Specialties: Captives.

Licensed in: Bermuda.

Frank B. Hall (Reinsurance)
Holdings Inc.
261 Madison Ave., New York, N.Y.
10016; 212-867-4380

1985 1984
Premium volume_ $600,000,000 $600,000,000

%Treaty.......... 66% 65%
% Facultative. 4090 35%
Gross revenues. $18,700,000 $18,000,000
Total employees.... 325 325

Year founded: 1862.

Parent company: Frank B. Hall
& Co. Inc.

Branch offices: Coral Gables,
Fla.; Los Angeles; Philadelphia;
San Francisco; Copenhagen, Den-
mark; Milan, Italy.

Subsidiaries: Frank B. Hall Re
of New York Inc., New York;
Frank B. Hall Re International
Inc., New York; Frank B. Hall de
Mexico S.A., Mexico City; Frank B.
Hall Re, Panama City, Panama;
Frank B. Hall Re, Caracas, Vene-
zuela; Frank B. Hall Re, Lima,
Peru; Frank B. Hall Re, Bogota,
Colombia; Frank B. Hall Re (Afro-
Asia), Brussels, Belgium; Frank B.
Hall Re France, Paris; Euro-
American Re Management Co.,
Milan, Italy.

Acquisitions: Interocean
Agency Inc., Los Angeles.

Principal officers: Henry E.
Froebel, chairman; Joseph A. Zaf-
farese, president-Frank B. Hall Re
of New York Inc.; Custavo Cis-
neros, president-Latin America;
John Parker Jr., senior vp-10A Re;
George McMahon, president-In-
terocean Agency Inc.; Gerald L.
Rogers, vp-Interocean Agency Inc.;
Francis J. Cullen, president-Frank
B. Hall Re-Southeast Inc.

Specialties: Casualty, marine,
highly protected risks, property,
international risks, accident and
health.

Licensed in: New York.

Harrison & Co.

1091 Industrial Road, P.O. Box 579,
San Carlos, Calif. 94070;
415-595-1200 or 415-941-4419

1985 1984
Premium volume... $7.500,000 $6,500,000
%% Treaty.......... 99% 99%
% Facultative. 1% 1%
Gross revenues..... $75,000 $65,000
Total emplovees... =2 2
Treaty . ..o e e e e e a
F—e=eaccwaltaeatisrsre - o B e B

Year founded: 1977.
Principal officers: John P. Har-
rison, president/treasurer; Ann P.

Harrison, secretary.
Licensed in: New York.

W.O. Hart & Co. Inc.

2777 Summer St., Stamford, Conn.
06905; 203-357-1714

1985 1984
Premium volume... $28,000,000 $44,000,000
%Treaty.......... 9936 99%
% Facultative. 1% 1%
Gross revenues.... $1,055,000 $990,000
Total employvees_ 14 1.2
T re=ats-. . = L=

Year founded: 1977.

Subsidiaries: W.O. Hart & Co.
Inc. of New York, New York.

Principal officers: Warren O.
Hart, president; Thomas J.
McQuaid, vp; Sandra B. Hart, sec-
retary; Elizabeth A. Rahm, man-

ager-reinsurance accounting.
Licensed in: New York.

Heddington Brokers Ltd.

F.B. Perry Building, P.O. Box HM
1187. Hamilton 5, Bermuda;
809-295-3063

1985 1984
Premium volume. NA NA
%Treaty.......... 60% 60%
% Facultative. 46% 40%

Uusiness : 766U Tulice, 1.[Uvelnuer lu, 1300 /7 40

Gross revenues...... NA NA = = = = = = & = & s - s - - - e - - - - - - - - s e s s e s e s s s s e s s s s s s s s s s s e s s ... -

Total employees. s s
Treaty........... s s
Facultative. 3 3

Year founded: 1981.

parent company: Heddington - Falilled Bank & Thrift Litigation Reporter

Insurance Ltd./Texaco Inc.; Willis
Faber P.L.C.

Subsidiaries: Willis Faber Hed-
dington, London.

Principal officers: Robert C.
Golden, president; M. Dobbie, se-

: Corporate Officers & Directors Liability Litigation Reporter

* These two new, and successful, litigation reporters cover national litigation highly

nior vp; Mark Randall, vp. important to the insurance industry. These twice-monthly journals are professionally and

Specialties: Oil-related risks.

G.L. Hodson & Son Inc.

3333 New Hyde Park Road, New

Hyde Park, N.Y. 11042; reporter.. .since 1970.

516-365-9000

1985 1984

Premium volume... $462,000,000 $450,000,000 I AN D R EWS P U B I_ I CAT I o N S - I N C -

% Treaty. 88.5% 85.7%
v Fotrative. 1159 s = RO, BO> 200, Edgerrmont, PA 1oo=s
Gross revenues..... $23,000,000 $22,000,000 O SO0 B45-11071 (PA o015 353—2565)
Total employees... 192 193
Treaty. 147 153
Facultative X © =95 30

Continued on next page

objectively edited to keep subscribers informed on the latest state of the complex legal issues
and following rulings from the nation's courts.
. Call or write to receive a sample issue. We are the nation's foremost litigation

With the rightpartner,
you'll have smooth salling.

\ hristopher

, Columbus
and Queen Isabella a3
proved that a good / j
partneiship is the /i

best way to test
the waten

a A a4, a7/

0«43 -- & - --C. -2

Introducing Partners Plus.
We'll help you discover the
potential of Group Long Term
Disabity.

With Partners Plus from Employers
Reinsurance, you can quickly tap
into the booming GLTD market.

14/ all

.O-1 -——/. /7 7

. ———--2123:

Without investing a lot of money.

Or assuming a lot of risk.

Partners Plus provides you with
everything you need. From a tailor-
made policy, to administrative
software, to claims service.

And unlike many companies,

S =4 =
C

_ .= =
31 20.91)

-3

we don't compete with you in the
marketplace.
Best of all, Partners Plus offers you
ultimate ownership of the business.
For more information, call toll-
free 1-800-255-6931. We're the

partner you've been looking for.

-- ® Emple>rs Reinsurance Corporation
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Year founded: 1924.

Parent company: Corroon &
Black Corp.

Branch offices: Atlanta, Los
Angeles, New York.

Subsidiaries: G.LL Hodson &
Son Inc. A Minnesota Corp., St.
Paul, Minnesota; G.L. Hodson &
Son Inc. A Ge:)rgia Corp., Atlanta.

Principal officers: Robert G.
Hodson, chairman; Thomas M
Hearn, vice chairman; Ronald J.
Taylor, presient/chief executive of-
ficer; Duane E. Hitz, executive vp/
chief operating officer; Michael E,
Rothpletz, Thomas J. Kennedy, Ro-
bert M. Hestwood, Burgess R. Wil-
son, Paul B. Nedza, Terrance K.
Russell, Craig R. Hultgren, James
L. Trask and Patricia A. Donahue,

senior vps.
Licensed in: New York.

Holborn Agency Corp.

90 John St., New York, N.Y. 10038;
212-267-0224

1985 1984
Premium volume.. NA NA
% T-eaty. 100% 100%
Gross revenues NA NA
Total employees... 30 29
Treaty. 30 29

Year founded: 1920.

Principal officers: John N. Gil-
bert Jr., president; James A. Cath-
cart lll, executive vp; Joseph N.

Gaffney, senior vp.
Licensed in: New York.

10C Reinsurance
Brokers Ltd.

67 Yonge St., Toronto. Ontario MSE
1JB; 416-863-6665

1985 1984
Premium volume. NA NA
% Treaty. 90% 920%
% Facultative. 10% 10%
Grosz. revenues NA NA
Total employvees.,, 1.4 1.4
T re =ty O T= L=

F—e=acuealt=atisnr e -1 -

Year founded: 1980.

Parent company: Pencar Hold-

74 / business insurance, November 10, 1986

ings Ltd.; Morgan Reed & Coleman
Ltd.

Principal officers: H. Robert
Inksater, president; Joseph O'Con-
nell, vp.

Independence
Intermediaries Inc.

1 Hollow Lane, Lake Success, N.Y.
11042; 516-627-4390

1985 1984

Premium volume_ $33,214,000 $35,248,000
% Treaty. % ro%e

96 Facultative. 95% 90%
Gross revenues..... $3,201,000 $3,178,000
Total emplovees_ 24 27
Treaaaty,, ... A =
Facultative == ==

Year founded: 1973

Parent company: The Charter
Group.

Branch offices: Hartford, Conn.

Principal officers: Edmund J.
Hanley, president; Sam Hartman,
senior vp; Anthony Maltese, vp/
comptroller; Carl Bach, Cathy Fa-

biitti and Phil Lombardo, vps.
Licensed in: New York.

Independent Brokers Ltd.

P.O. Box HM 2070, Williams House,
Reid St., Hamilton, Bermuda;
809-295-1646

1985 1984
Premium volume...  $3,000,000 $1,800,000
% Treaty. 80% 920%
% Facultative. 20% 10%
Gross revenues..... $261,000 $146,000
Total employees... 6 6
Treaty. 2 2
Facultative.. 2 2

Year founded: 1984.

Principal officers: Peter J.N.
Strong, president; John G. Neal,
vp.

Specialties: Medical benefits.

Licensed in: Bermuda.

Insurance Risks
International Inc.

7373 E. Doubletree Ranch Road,

Suite 225, Scottsdale, Ariz. 85258;
602-951-0841

1985 1984
Premium volume. *6,750,000 $10,750,000
% Treaty. 42% 25%
96 Facultative. 58% 75%
Gross revenues.... $345,800 $650,000
Total employees... 8 °
Treaty.. 3 3
Facultative. 5 6

Year founded: 1983.

Branch offices: Beverly Hills,
Calif.

Principal officers: William H.
MacFarland, president; Edward
Snyder, vp/chief underwriter;

David D. Alecksen, vp-Beverly
Hills office.

Specialties: Individual and
group life, accident and health,
stop loss, excess-of-loss and
quota-share, multiemployer trusts,
professional sports, personal acci-
dent, HMOs, PPOs, long-term dis-
ability, self-funded workers com-
pensation.

Intere Intermediaries Inc.

199 Water St., New York, N.Y.
10038; 212-809-3900

1985 1984
Premmiiurm volurme . . — &>
% Treaty.. 100% 100%
CGros= reveriuces._.__. _>™ __
Total employees. 202 189
Treaty. 202 189

*See page 3 for estimates.

Year founded: 1919.

Branch offices: Atlanta; Itasca,
1l.; Dallas; Walnut Creek, Calif.;
Minneapolis.

Subsidiaries: Intere (Bermuda)
Ltd., Hamilton, Bermuda; Intere
Far East Ltd., Taipei, Taiwan.

Principal officers: Ward B.
Gordon, chairman/chief executive
officer; Wallace E. Winter, presi-
dent; Roland G. Roth, vice chair-
man; Clifford English Jr., execu-
tive vp; George A. Edwards, senior
vp/treasurer; Michael G. Woll,
Kenneth R. Fewell, Brian S. Kee-
gan, Daniel R. Colello, Ronald C.
Anderson and Thomas F. MeGrath,
senior vps; Ronald C. Fazio,
vp/secretary.

Specialties: Property, casualty,

Continued on facing page
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marine, aviation.
Licensed in: New York.

Intermediaries of
America Inc.

1 World Trade Center, Suite 8423,
New York, N.Y. 10048;
212-775-9010

1985 1984
Premium volume. $60,000,000 $40,000,000
% Treaty_ 100% 100%
Gross revenues.. NA NA
Total employees.. is 17
Treaty........... 18 17

Year founded: 1975.
Parent company: Le Blanc EI-

dridge Parizeau Inc.
Branch offices: Boston.

Principal officers: Peter V.
Dale, president; Kenneth G.
Hague, William L. Healy, William
L. MacLachlan, James A. Oliver

and John W. Waite, vps.
Licensed in: New York.

International
Intermediaries Inc.

131 E. Main St., ElImsford, N.Y.
10523; 914-592-2072

1985 1984
Premium volume... $375,000 $290,000
% Treaty. 920% 920%
% Facultative. 10% 1096
Gross revenues. $30,000 $14,000
T otal emplovees.... 4 4
T reaty— a A

Feacuall=aticvc e .. A

Year founded: 1983.

Principal officers: James K.
Wolosoff, chairman; Buddy Rich-
man, president; Marlin Henning,
senior vp; John Caltabiano, vp-fi-

nance.
Specialties: Casualty, financial

guarantee.
Licensed in: New York.

International Reinsurance
Services Inc.

200 W. Monroe, Suite 1404,
Chicago, Ill. 60606; 312-782-9547

1985 1984

Premium volume... $10,400,000 $9,575,000

% Treaty. 0% 2%

% Facultative. 100% 98%

Gross revenues. NA NA

Total emplovees... 8 1.O

Facultative . o o o = 1o
Year founded: 1978.

Parent Cameron

company:
General Corp.

Principal officers: Fred H.
Pearson, president; Ronald J.
Moore, executive vp; William J.
Braet, vp/manager; Thomas R.
Vinson and William M. Becke-
meier, assistant vps.

Licensed in: lllinois, New York.

1

J & H Intermediaries Ltd.

Victoria Hall, Victoria Street,
Hamilton, Bermuda; 809-292-1552

1985 1984
Premium volume.. NA NA
% teaty. 10% 10%
% Facultative. 90% 90%
Gross revenues... NA NA
Total employees... 7 6
F—eacwaltatin e = 7 &

Year founded: 1978.

Parent company: Johnson &
Higgins.

Subsidiaries: I&H
diaries (Barbados) Ltd., Bridge-
town, Barbados.

Principal officers: Brian Hall,
president; Peter McKenzie and
Cathy Lord, vps; Richard Reynell,
assistant vp; Bruce Jones.

Specialties: Captives, trusts.

Internne-

Johnson & Higgins-
International Reinsurance
Department

125 Broad St., New York, N.Y.
10004; 212-574-7000

1985 1984
Premium volume. NA NA
% Treaty. 80% 85%

% Facultative. 20% 15%

Gross revenues..... NA NA
Total employees. 31 24
Treaty.............. 15 10
Facultative. 10 8

Year founded: 1982.

Parent company: Johnson &
Higgins.

Principal officers: George D.
Benjamin, senior vp/director; Paul
D. Hearn, Robert J. Schneider, Ri-
chard Davies and Samir F. Hanna,

vps.
Licensed in: New York.

Le Blanc et De Nicolay
U.S. Inc.

140 E. 45th St., New York, N.Y.
10017; 212-972-7090

1985 1984
Premium volume... NA NA
% Treaty.......... NA NA
% Facultative. NA NA

Gross revenues.. NA NA

Total employees. 3 NA

Year founded: 1986.

Parent company: Le Blanc De
Nicolay Reassurance.

Principal officers:
Lorans, president; William H.
Asay, assistant vp.

Specialties: Foreign risks.
Licensed in: New York.

Gilles

Edward Lloyd Ltd.

55 John St., New York, N.Y. 10038;
212-619-5701

1985 1984
Premium volume... $8,000,000 NA
% Treaty. 35% NA
% Facultative. 65% NA
Gross revenues...... NA NA
Total employvees__ 6 NA
Treaty...... [ 3 NA
Facultative = NA

Year founded: 1984.

Parent company: Lowndes

Lambert Group.

oustness znsurance, ivovemoer lu, 1,60 , 49

Principal officers: Peter W.
Kininmonth, chairman; Ronald H.
Molatto, president; Kevin R. Ken-

nedy and John M. Mannix, vps.
Licensed in: New York.

Lodderhose Inc.
150 S. Wacker Drive, Chicago, 111.
60606; 312-332-0995
1985 1984

Premium volume... $16,300,000 $10,900,000

% Tteaty a% 59
% Facultative. 96% 95%
Gross revenues $1,400,000 $850,000
Total employees... 14 10
T reaty—— 1. A
Faeacueallative T3S <=

Year founded: 1983.

Branch offices: Miami; Hamil-
ton Bermuda.

Principal officers: Daniel J.
Lodderhose, chairman; C. John
Geisbush, president; Julio Villa,

senior vp.
Licensed in: New York.

MacDuff America Inc.

245 S.E. First St; Suite 201, Miami,
Fla. 33131; 305-381-9827

1985 1984
Premium volume.. $15,000,000 $12,000,000

% Treaty. 80% 80%
% Facultative. 20% 20%
Gross revenues. $500,000 $250,000
Total employees... 7 6
T reaaty ... (= 5
Facultative- 1 1

Year founded: 1982.

Parent company: Brown &
Brown Inc.

Branch offices: Daytona Beach,
Fla.

Principal officers: J. Hyatt
president; David T.
Stewart, vp/general manager; Mi-
chael D. Bainbridge, vp; Susan
Connor, broker.

Continued on next page

Brown,

THE TRUST BUILT ON
A LAST NAME BASIS

You deserve greater choices, options.More - Companies.Where working

bargaining tools at the negotiating table. » » »»»

Like the Mangelsdorf Settlement Trust.
Structured settlements provide for the

what about those which can not ,/, ,,

necessarily be predicted?

Welcome to The Mangelsdorf O

U.S. 800/527-2388

on behal fofthe defense, we've

been pionegging Innovations

claimant's predictable needs. But, Mangelsdorf. We're the excep

tion in structured settlements.

Call or write today for our free
Settlement Trust Brochure.

000

THE MANGELSDORF COMPANIES

DALLAS

NEW YORK

8340 Meadow Rd. Dallas, Texas 75231 214-369-1181

NY 800/626-3669



40 / UUS-ZlieSS ZTLSUTU71Ce, 1INUVKIN[Jel IU, 1300

Continued from preceding page

Licensed in: New York.

Magnant Re
Intermediaries Inc.

110 Harbor Plaza, P.O. Box 560,
Stamford, Conn. 06904;
203-324-11449

1985 1984
Premium volume.. NA NA
% Treaty. 100% 100%
Gross revenues. NA NA
Total employees. 14 °
Treaty. 14 °

Year founded: 1981.

Branch offices: Chicago.

Principal officers: Lawrence C.
Magnant Jr., president; Byllie Ann

Magnant, executive vp; Thomas

F.

Leonhardt, director; Donna M.
Wilson, assistant vp; Joan P. Lupo,

treasurer.

Specialties: Workers compensa-
tion, casualty, catastrophe, portfo-

Business insurance Directory

name and title

lio, surplus relief.

Licensed in: New York.

NSEW International Inc.

111 John St., New York, N.Y.

10038; 212-732-0342

1985

Premium volume. NA
*Treaty. 80%

% Facultative. 20%
Gross revenues. NA
Total employees. 5
3

Facultative. 2

Year founded: 1983.

1984
NA
80%
20%
NA

Branch offices: Athens, Greece.
Principal officers: Paul J.
Apostolos, president; James R.
Berry, executive vp; Roger Testa,
vp; Damian Testa, secretary/trea-

surer.

Licensed in: New York.

O'Connor Associates Ltd.

299 Market St., Saddle Brook, N.J.
07662; 201-587-1600

1985 1984
Premium volume,, $43,206,000 $60,000,0(0

% Treaty. 55% 45%
% Facultative. 45% 55%
Gross revenues... $3,900,000 $5,800,000
Total employees.,, 64 87
Treaty ... .. - 11
Facultative.,. 57 76

Year founded: 1975.

Branch offices: New York.

Mergers: Los Angeles branch
office sold to Frank B. Hall & Co.
Inc.,Jan. 1,1986.

Principal officers: Joseph A.
O'Connor, president; Michael Na-
sert, executive vp.

Licensed in: New York.

D

Pearson & Georgi
International Inc.
117 Washington St, P.O. Box 1597,
Hoboken, N.J. 07030;
201-656-0800

1985 1984
Premi.lm volume. $53,000,000 $32000,000

% Treaty. 73% 809%
% Facultative. 27% 20%
Gress revenues. $1,500.000 EI 400,000
Total employees. 22 20
Treaty,,. 16 16
Facultative . & a

Year founded: 1979.

Subsidiaries: AVRECO Inc.,
Chicago; Risk Design, New York;
Pearson & Georgi (Eurcpe),
Atnens, Greece.

Principal officers: Fred H.
Pearson, chairman; Ernest G.
G€orgi, president; Rodolfo A Aga-

ROUTE TO:

Amid the many reference tools available, there
is one unique source book that identifies the major

buyers in the commercial insurance industry.
The 1986 Business Insurance Directory of Corporate
Buyers of Insurance. Benefit Plans and Risk Management
Services. which features listings on more than 2,000 U.S.

corporations. is just off the press.
The BI Directory provides an expanded list of the major buyers by

plus corporate address and phone, information on

company sales volume and employee population. Access to data is easy
with complete alphabetical listings and condensed indexes by size of company

and geographic region.

Buyers and sellers alike use the Bl Directory. As a buyer. the directory helps you

identify your corporate counterparts: and as a seller, you can pinpoint these irifluertial
buyers and reach them easily.
Avoid commercial insurance gridlock-order your 1986 Bl Directory today. After all

the BI Directory is the route to take.

Single Copy Sales, 965 East Jefferson, Detroit, Ml 48207

Please send me

Bill me
Account #
Name
Company
Addrea

City _.

plus $5 additional charge for handling:

State

Exp. Date

Signature

Payment Enclosed.

copies of the Business insurance Directory of Corporate Buyers of Insurance. Benefit Plans
and Risk Management Services $50 each: $40 each for 5 or more

Visa. Mastercard

T B €l e

. =Zip -

Telephone ()

tep, executive vp; Camilo C.
Molano, senior vp; S. Malcolm
Menzies, vp; Philip Doronila
and Michael Abesamis, assis-
tant vps.

Licensed in: New York, New
Jersey.

Peglar & Associates Inc.

100 Prospect St., Century Plaza,
Stamford, Conn. 06901;
203-325-0863

1985 1984
Premium volume... NA NA
98 Treaty. NA NA
% Facultative. NA NA
Gross revenues..... NA NA
Total employeesi NA NA

Year founded: 1986.

Principal officers: Robb K.
Peglar, president; Peter B.
Scanlan, vp; Chris Haerle and
Karen B. Heath, assistant vps.

Specialties: General liabil-
ity; medical, hospital and law-
vers professional liability;

property; inland marine.
Licensed in: New York.

RBI Brokerage Inc.

908-A2 Pompton Ave., P.O. Box
308, Cedar Grove, N.J. 07009;
201 -857-1466

1965 1984
Premium volume. NA NA
% Treaty... 70% 70%
% Facultative. 30% 30%
Gross revenues. NA NA
Total employees. 4 4

Year founded: 1978

Subsidiaries: RBI Brokerage
of Florida, Miami.

Principal officers: Paul
Wolf, president.

Specialties: Life, health,
stop-loss, HMOs, multiple op-
tion programs for HMOs and
PPOs.

Licensed in: New York, New
Jersey, Florida.

RFC Intermediaries Inc.

1117 Perimeter Center W., Suite
N 500, Atlanta, Ga. 30338;
404-392-9541

1985 1984
Premium volume. $268,411,762 $255,122,239

% Treaty... 44.6%
2% Facultative

53.9%
55.4% 46.1%
$13,516,582
Total employees. 218 234

TMreamrtss.. == as

Facultative.. 130 136

Gross revenues... $17,223,867

Year founded: 1972.

Parent company: The St.
Paul Cos. Inc.

Branch offices: Chicago;
Dallas; Hartford, Conn.; Los
Angeles; New York; Philadel-
phia; San Francisco; Minneapo-
lis.

Acquisitions: Tailored
Awards, Minneapolis, 1985.

Principal officers: David
Cargile, president/chief execu-
tive officer; Pavittar Safir and

Ronald Smith, executive vps.
Licensed in: New York.

R/1 Inc.
2855 S. Church St., Burlington,
N.C. 27215; 919-584-0166

1985 1984

Premium volume... $96,641,836 $57,218,425

%Treaty. 99.7% 99.6%
% Facultative. 0.3% 0.4%
Gross revenues. NA NA
T otal employvees,, 28 25
Treaty 27 23
Facultative_ 1. =

Year founded: 1972

Branch offices: New York.

Principal officers: Richard
W. Edens, chairman; Jay John-
son, president; Robert E. Hykes
and Neill A. Currie, senior vps;
Bobby W. Bristow, Ted Johnson
and Charles G. Edens, vps.

Licensed in: New York.

Continued on facing page
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Rearick & Lenihan Inc.

5339 Alpha Road, Suite 100, P.O.
Box 400073, Dallas, Texas 75240;
214-233-0506

1985 1984
Premium volume...  $1,200,000 $1,100,000
% Treaty.......... 80% 80%
% Facultative. 20% 20%
Gross revenues. $60,000 $55,000
Total employees. a5 40

Year founded: 1976.

Branch offices: Houston, Los
Angeles, New York, Atlanta.

Principal officers: Philip A.
Rearick, president; Eileen L.
Rearick, secretary/treasurer;
Thomas J. Lenihan Ill, vp; Charles
E. Bell, president-Rearick & Leni-
han of Georgia Inc.

Specialties: Accidental death
and dismemberment.

Licensed in: Texas.

Reinsurance Agency Inc.
111 E. Wacker Drive, Suite 2930,
Chicago, 111. 60601; 312-329-1484

1985 1984
Premium volume.. NA NA
% Treaty. 75% 85%
% Facultative. 25% 15%
Gross revenues.... NA NA
Total employees__ 60 53
T reaty oo as 35
Facuualtatisre o aAs s

Year founded: 1945.

Principal officers: Charles A.
Pollock, chairman; Paul R. Davies,
president; J. Michael Garrity and

John Charles, senior vps.
Licensed in: lllinois.

Reinsurance Brokers Co.

2325 Sevem Ave., Metairie, La.
70047; 504-837-4646

1985 1984
Premium volume... $4,800,000 $4,000,000
% Facultative. 1Iom 100%
Gross revenues. L NA NA

Total employees.... 4 5
2 =1

e cuialt=atisr e

Year founded: 1982.

Parent company: Sherar, Cook
& Gardner Inc.

Principal officers: 3. William
Sherar, Norman C. Cook, James A.
Gardner and William G. Sherar.

Specialties: Marine, oil, con-
struction and international risks.

Licensed in: Louisiana.

S

Saturn Intermediaries Ltd.

33 N. Dearborn St., Suite 2211,
Chicago, 111. 60602; 312-236-4303

1985 1984
Premium volume_ $50,600,000 $43,325,000
% Treaty. 100% 100%
Gross revenues..... NA NA
T otal emplovees.... 7 7
T re=tyo oo - 7

Year founded: 1985.

Principal officers: John J. Nor-
ton, president; R. Charlene Peder-
sen, executive vp.

Specialties: Domestic and in-
ternational property, casualty and

crop reinsurance.
Licensed in: New York.

John D. Sayer & Co. Inc.

P.O. Box 326, Pennington, N.J.
08534; 609-737-1391

1985 1984
Premium volume.. $30,000,000 $20,000,000
%Treaty.......... 100% 100%
Gross revenues...... $1,200,000 $1,100,000
Total employees_ 10 &

T e =t~ oo s

Year founded: 1979.

Principal officers: John D.
Sayer, president; John S.
Yeuroukis, executive vp; Robert F.
MeGarry and Douglas C.
Lawrence, vps.

Specialties: Property, casualty,

surety.
Licensed in: New York.

Seibels, Bruce &
Co.-Reinsurance Division

1501 Lady St., Columbia, S.C.
29202; 803-748-2000
1985 1984
Premium volume... $27,828,378 $850,724

% Treaty. 10096 100%

Gross revenues...... $31,445,163 $671,503
Total employees.... 11 12
Treaty.............. s B 12

Year founded: 1869.

Parent company: South Caro-
lina Insurance Co.

Principal officers: Sterling E.
Beale, chairman/chief executive
officer,treasurer; Jack S. Hupp,
president/chief operating officer.

Specialties: Proportional and

non-proportional property.
Licensed in: New York.

Self Insurers Agency

7820 S. Holiday Drive, Suite 210,
Sarasota, Fla. 33581,813-923-1002

1985 1984
Premium volume... NA NA
% Treaty. 70% NA
% Facultative. 30% NA
Gross revenues...... NA NA
Total employees.... 3 NA
Treaty. 2 NA
Facultative..... NA

Year founded: 1986

Continued on next page
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Then get excited about the new Bill Review and Medical Audit program from
Cost Care that combines experienced medical professionals and prompt

turnaround to deliver:
0/ Guaranteed savings
4 Physician evaluation for medical necessity
O/ RN review of all audits
1 Integration with all Cost Care programs
Cost Care guarantees performance.

coEr cRE T ™M

BILL REVIEW AND MEDICAL AUDIT

f PROGRAM

Phillip Havener, VP
1-800-762-3029 Nationwide
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Continued from preceding page
Parent company: Self Insurers

Services & Underwriters Inc.

omeers:

Principal Thonnas

Palmer, president.
Specialties: Workers compensa-
tion.

Licensed in: Florida.

Sellon Associates Inc.

New King St., P.O. Box 800,
Purchase, N.Y. 10577,
914-428-3600

1985 1984
Premium volume. $220,000,000 $180,000,000
% Treaty... 96% 95%
2% Facultative. 4% 5%
Gross revenues. NA NA

T otal emplovees., 31 28
=0 =7
= BN B

Year founded: 1970.

Principal officers: Peter J. Sel-
lon, president; Geoffrey C.
Spencer, executive vp; Robert E.
Kenyon Il and Guy Ward Hill, se-
nior vps; Peter J. Allatt and Peter
C. Brown Jr., vps; Barbara J. En-
glish, Thomas J. Murphy and
Christopher J. Sellon, assistant
vps; Robert H. Betz, treasurer;
Marie Villardi, secretary.

Specialties: Excess and cazas-
trophe, special casualty, financial

guarantee.
Licensed in: New York.

Sentinel Reinsurance
Intermediaries Ltd.

1925 Century Park E., 10th Floor,

Los Angeles, Calif. 90067;
213-557-1469

1985 1984
Premium volume.  $35,470,000 $22,675,000
% Treaty. 10096 100%
Gross revenues...... NA NA
Total employees. s
Treaty.. s

Year founded: 1984.
Parent company: The Sentinel

Group of Cos.
Subsidiaries: Sentinel Reinsur-

ance Intermediaries International,
Le Mans, France.
Principal officers: Ron Gordon,
president; Thelma J. Sullock, vp.
Specialties: Credit life, disabil-
ity, acquisitions by block, annui-
ties.

G.J. Sullivan Co.
Reinsurance

800 W. Sixth St., Los Angeles, Calif.
90017; 213-626-1000

1985 1984
Premium volume... $140,000,000 $3,750.000
% Treaty....... 100% 100%%
Gross revenues $5,500,000 $373,000

Total employees_ 22 8
== =

Year founded: 1980.

Parent company: Gerald J. Sul-
livan & Associates Inc.

Branch offices: Seattle.

Principal officers: Gerald J.
Sullivan, chairman; John F. Sulli-
van Jr., president; Briane G. Eov-
berg, Julius Friedman, Howard
Garnett, Dennis Perler and Paul
Wayne, vps; R. Daniel DePalma,
vp-administration.

Specialties: Medical malprac-
tice.

Licensed in: New York.

Sullivan Payne Co.
1501 Fourth Ave., Suite 1400,

Seattle, Wash. 98101;
206-223-1200

1985 1984
Premium volume.
% Treaty. 85% 85%
% Facultative. 1_ . 15%
Gross revenues.
Total employees. 400 338

* *See page 3 for estimates.

Year founded: 1928.

Parent company: Sedgwick
Group P.L.C.

Branch offices: New York;
Philadelphia; Los Angeles; Dallas;
Des Moines, lowa.

Subsidiaries: John F. Sullivan
Co. of Canada Ltd., Toronto.

Mergers: E.W. Payne and John

F. Sullivan Co. merged July 1 to
form Sullivan Payne Co.

Principal officers: Roger Espe,
president; D. John Jolly, Edwin C.
Tollefson, W. Brian Smith, Emmett
J. Henry, Lewis Hale, John H. Bur-
ridge and Michael Wybar, senior
vps; Barbara Bufkin and James
Grieser, vps; Robert C. Holmes,
president-John F. Sullivan Co. of
Canada Ltd.

Licensed in: New York.

Summit Intermediaries Inc.

354 Eisenhower Parkway,

Livingston, N.J. 07039;
201-740-1700

Parent company: . Row-
botham & Sons.

Branch offices: New York, At-
lanta.

Principal omcers: Robert C.
Lonsdale, president; Richard C.
Standing, executive vp; James G.
Cerreta, Joseph R. Curcio and Ri-
chard D. Stary, senior vps.

Specialties: Associations;
placements for new companies.

Licensed in: New York

1985 1984 .
Premium volume... NA NA Taylor Reinsurance
%Treaty.......... 56% 519 Intermediaries Inc.
% . 44% 49% . . .
v Faculative One Union Square, 600 University
Gross revenues. NA NA .
Total employees. 15 g St., Suite 3122, Seattle, Wash.
a 98101,206-343-5541
Treaty
Facultative.... 11 — o B — 3 — O % 1084
Premium volume. NA NA
2% Treaty. ....,,.. NA NA
Year founded: 1984 % Facultative. NA NA

Do bur
Clients Think
Minimum
Premium

Is A lot of
Hocus-Pocus?

Gross revenues. NA NA

Total employees.. NA NAa

Year founded: 1986.

Principal officers: W.E. Taylor,
chairman; Jeffrey L. Day and George
J. Biehl Jr., vps.

Totsch Enterprises Inc.

310 S. Michigan Ave., Suite 2220,
Chicago, 111. 60604; 312-663-1722

1985 1984
Premium volume... NA NA
% Treaty.... 100% 929%
% Facultative. 0% 1%
Gross revenues. NA NA
Total emplovees_ 7 7
Treaty. e _—

Facultative. ... O 1

Year founded: 1978.

Principal officers: Marvin D.
Totsch, president; William E.
Totsch, vp; James M. Totsch and
Robert L. Totsch, assistant vps;
Mary Ellen Totsch, secretary/trea-
surer.

Specialties: Crop hail, property
pro-rata, excess treaty.

Oo

Provident Mutual Group Sales Offices
Detroit Area (313) 354-5850

Atlanta (404) 393-1300

Baltimore/Washington (301) 598-4800
Charlotte (704) 376-6209
Chicago Area (312) 325-9222

Towers, Perrin, Forster &
Crosby Inc.

11 Penn Center, 1835 Market St.,

Philadelphia, Pa. 19103-2965;
215-963-7700

1985 1984
Premium volume..
% Treaty. 80% 80%
% Facultative. 20% 20%
Gross revenues.
Total employees... 266 235
Treaty. 191 166
Facultative.. 75 69

* *See page 3 for estimates.

Year founded: 1934

Branch offices: Hartford and
Stamford, Conn.; New York; San
Francisco.

Principal officers: Bernard D.
Berry, vice chairman/chief execu-
tive-reinsurance; Mariano Leo, ex-
ecutive vp; Christopher R. Day,
vp/marketing manager; Robert F.
Jones, vp-facultative operations.

Licensed in: Pennsylvania, New
York.

Continued on facing page

Florida (305) 660-0801

Greensboro (919) 294-4240

New England (617) 423-4283
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Continued from facing page

Tretis Group Inc.
1 Sansome St., San Francisco,
Calif. 94104; 415-421-3555

1985* 1984
Premium volume.. NA NA
2 Treaty_ 10020 NA
Gross revenues. NA NA
Total employees_ 14 NA
Treaty..... ....... 149 NA

* 1986 estimates.
Year founded: 1986.
Principal officers:

Cohen and Robert N. Tremelling II.
Licensed in: New York.

Robert

D.W. Van Dyke & Co. Inc.
341 Madison Ave., New York, N.Y.
10017; 212-557-0005

1985 1984
Premium volume. NA NA
% Treaty.......... 100% 100%

New York (212) 759-0111

North & Central New Jersey (201) 233-3400
Northern California (415) 392-5117

Gross revenues. . NA NA Gross revenues..... NA NA
Total employees . 12 6 Total employees.... 36 31
Treaty. 12 S Treaty. 25 25
Facultative.... 11 6

Year founded: 1978.

Subsidiaries: Medical Risk
Managers Inc.

Principal officers: Donald W.
Van Dyke Il, president; Donald K.
Drolich, executive vp/secretary;
Edward W. Carney Jr., vp.

Specialties: Life, accident and
health.

Licensed in: New York.

Richard Whiley Inc.

110 William St., New York, N.Y.
10038; 212-732-1360

1985 1984
Premium volume. $85,000,000 $60,000,000
% Treaty. 70% 80%
% Facultative. 30% 20%

Year founded: 1979.

Parent company: Xerox Corp.

Principal officers: D. Jay Car-
bine, chairman/president/chief ex-
ecutive officer; Drew Beauchamp,
senior vp-treaty; William P. Cul-
len, vp-facultative.

Licensed in: New York.

Willcox Inc. Reinsurance
Intermediaries

130 John St., New York, N.Y.
10038; 212-952-0650

1985 1984
Premium volume... - --
%Treaty.......... o8% 100%
% Facultative. 2% 0%

Gross revenues.-

Total employees.. 125
Treaty. 123
Facultative. 2 2

*See page 3 for estimates.

Year founded: 1898.

Parent company: Johnson &

Higgins and Willis Faber P.L.C.
Branch offices: Boston.

Subsidiaries: Willis Faber &
Willcox Ltd., London.

Principal officers: Willis King,
chairman; Robert O'Leary, chief
operating officer; Richard Stone,
president; E. (Barney) Barber and
Thomas Hancock, senior vps.

Specialties: International, ma-

rine, aviation, property, casualty,
financial.

Licensed in: New York.

The cash flow advantages of
Provident Mutualk Minimum

Premium Plan are no illusion.

If your clients with 100 + employees are
mystified by minimum premium plans,
Provident Mutual can help you take the

mystique out of MPR Minimum Premium
offers clients the best features of a self-

funded plan, with the security and
protection of a fully-funded plan.

The exceptional cash flow advantages of

our MPP let your client

e Pay zero premium for the first three

months (payment is deferred until the
client terminates the Minimum Premium

agreement)

< Accumulate policy reserves to hold and
invest by the end of the first six months

of the first policy year

* Enjoy 15 month rate guarantees

e Hold and maintain control over large
amounts of money that would be paid as
premium in a conventionally funded plan

while you benefit from our exceptionally

easy renewals!

So if your clients complain that their cash

flow is vanishing, show them how
Provident Mutual's Minimum Premium Plan

can help it reappear! Call your nearest

group office, listed below.

PROVIDENT MUTUAL

SECURITY THROUGH FINANCIAL SERVICES

Southern California (213) 383-6000

Philadelphia (215) 568-3930

Texas (Dallas Area) (214) 506-9200
Texas (Houston Area) (713) 621-7650

Zeman Krings Inc.

111 John St., New York, N.Y.
10038; 212-608-7755

1985 1984
Premium volume.. $26,500,000 $7,800,000
% Treaty. 95% 95%
% Facultative. 5% 5%
Gross revenues..... NA NA
Total employees.. 5
Treaty ............. =3 3

Year founded: 1983.
Affiliated companies: Herbert
Watson Insurance Services, Ran-

cho Mirage, Calif.; Herbert Watson
Insurance Brokers Ltd., London.

Principal officers: Kenneth C.
Krings, president; Roy C. Krings
and George Krings, vps; Meenu
Bhatia, assistant vp.

Specialties: Credit life, profes-
sional liability, marine, under-

writing appointment.
Licensed in: New York.

George G. Zimmerman &
Co. Inc.

5 Cold Hill Road S., Mendham, N.J.
07945; 201-543-3250

1985 1984
Premium volume.. $50,000.000 $43,000,000

% Treaty. 98% 28%
% Facultative. 2% 2%
Gross revenues...... $1.600,000 $1,700,000
Total employees.. 10 8
Treaty. ... ....... 10 8

Year founded: 1980.

Branch offices: Upland, Calif.
Subsidiaries: U.S. Cap Insur-
ance Co. Ltd., Tortola, British Vir-

gin Islands.

Principal officers: George G.
Zimmerman, president/chairman;
Eugene J. Schiller, senior vp;
Charles J. Sharkey, vp; James M.
Daly, vp/comptroller; Barbara
Bertolini, assistant vp.

Specialties: Life, accident and
health.

Licensed in: New York. 1|

From The Reprint Department Of:

business
iINnsurance

Reporting weekly for
corporate risk, employee benefit
and financial executives
Reprints/Permission
If you want copies of articles
appearing in Bl to distribute at
corporate or industry meet-
ings, or for prémotional mail-
ings - or permission to pro-
duce your own reprints -
contact the Bl Reprint Dept
We've expanded to provide
you with fast. low-cost ser-
vice. (Minimum print order is
100 copies.) Call or write:

REPRINT DEPARTMENT
Business Insurance
220 East 42nd Street
New York, NY 10017
(212)210-0229.

Article Photocopies
If you missed an article in 81
and would like a photocopy
- send your request along
with 53°° per copy / per arti-

cle and a self-addressed
envelope to the Bl Reprint

Dept. Please specify issue
date and headline of arti-

cle. Only pre-paid written

requests will be fulfilled.
Issue Sales

For a copy(s) of any back

issue of Business Insurance.

contact Single Copy Sales.

Call(313)446-1609.
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Reinsurance brokers listed by location

Arizona

Scottsdale

Insurance Risks International Inc.

California

Beverly Hills
Insurance Risks International Inc.

Los Angeles

American Intermediaries Inc.

Guy Carpenter & Co. Inc.

Frank B. Hall (Reinsurance)
Holdings Inc.

G.L. Hodson & Son Inc.

RFC Intermediaries Inc.

Rearick & Lenihan Inc.

Sentinel Reinsurance
Intermediaries Ltd.

G.J. Sullivan Co. Reinsurance

Sullivan Payne Co.

Rancho Mirage
Herbert Watson Insurance Services

(Zeman Krings Inc.)

San Bruno

Enan & Co.

San Carlos
Harrison & Co.

San Francisco
E.W. Blanch Co. Limited Partnership
Guy Carpenter & Co. Inc.

Cravens & Co. Special
Insurance Services

Thomas A. Greene & Co. Inc.

Group Resources Inc.

Frank B. Hall (Reinsurance
Holdings) Inc.

RFC Intermediaries Inc.

Towers, Perrin, Forster & Crosby Inc.

Tretis Group Inc.

Upland
George G. Zimmerman & Co. Inc.

8 alnut Creek
Intere Intermediaries Inc.

Connecticut

Hartford
Amberco
Guy Carpenter & Co. Inc.
Crump Re Inc.
Independence Intermediaries Inc.
RFC Intermediaries Inc.
Towers, Perrin, Forster & Crosby Inc.
Stamford
W.O. Hart & Co. Inc.
Magnant Re Intermediaries Inc.
Peglar & Associates Inc.
Towers, Perrin, Forster & Crosby Inc.

Delaware

Wilmington
Professional Reinsurance
Organization (Group
Resources Inc.)

Florida

Coral Gables
Guy Carpenter & Co. Inc.
Frank B. Hall (Reinsurance)
Holdings Inc.
Daytona Beach
MacDuff America Inc.
Miami
Amberco
American Risk Managers
Lodderhose Inc.
MacDuff America Inc.
RBI Brokerage of Florida
Port Orange
Cypress Creek Intermediaries Inc.

Sarasota

Self Insurers Agency

Georgia

Atlanta
Associated Intermediaries Inc.
Guy Carpenter & Co. Inc.

1'12051'CI?T

AN INSURANCE PROGRAM FOR THE
PROFESSIONAL SPORT CLUB

* WORKERS' COMPENSATION

( Includes All States Coverage)

e GENERAL LIABILITY
( Includes Participant Bodily Injury)

* LOSS OF SERVICE COVERAGE

( Accidental Death, Permanent Total Disability,
Accident and Sickness)

PROSPORT Started Insuring Major Professional
Sports' Clubs in 1979 Using Unique Insurance
and Cost Reducing Techniques.

Coverage is Provided in Licensed and
Nationally Recognized Insurance Facilities.

For Information, Write or Phone:

SYMONS INTERNATIONAL GROUP, INC.

= 2455 East Sunrise Blvd., Suite 600

————— Fort Lauderdale, FL 33304

--<52 Broward (305) 564-7445 Dade(305) 945-3319
--I-- Florida WATS 1-800-432-8898 Telex 51-4422

G.L. Hodson & Son Inc.

Intere Intermediaries Inc.

RFC Intermediaries Inc.

Rearick & Lenihan Inc.

Summit Intermediaries Inc.
Marietta

Crump Re Inc.-Atlanta

Hawaii

Kailua

Group Resources Inc.

Ilinois

Chicago

AVRECO Inc. (Pearson & Georgi
International Inc.)

E.W. Blanch Co. Limited
Partnership

Guy Carpenter & Co. Inc.

Thomas A. Greene & Co. Inc.

International Reinsurance
Services Inc.

Lodderhose Inc.

Magnant Re Intermediaries Inc.

RFC Intermediaries Inc.

Reinsurance Agency Inc.
Saturn Intermediaries Ltd.

Totsch Enterprises Inc.
Itasca

Intere Intermediaries Inc.
Matteson

Bryant Treaty Brokers Inc.
Northbrook

Corporate Advisors Inc.

lowa

Des Moines
Sullivan Payne Co.

Kansas

Overland Park
Bates Turner Inc.

Louisiana

Metairie
Reinsurance Brokers Co.

Massachusetts

Boston
Intermediaries of America Inc.
Wilcox Inc. Reinsurance

Intermediaries

Worcester

Ashford Reinsurance
Intermediaries Corp.

Minnesota

Minneapolis
E.W. Blanch Co. Limited Partnership
Guy Carpenter & Co. Inc. of
Minnesota

4 -Mjfy

fr'. 7

Intere Intermediaries Inc.

RFC Intermediaries Inc.
St. Paul

G.L. Hodson & Son Inc.

New Jersey

Cedar Grove

RBI Brokerage Inc.
Edison

Cole, Booth, Potter Inc.
Hoboken

Crump Re Inc.-New York

Pearson & Georgi International Inc.
Livingston

Summit Intermediaries Inc.
Mendham

George G. Zimmerman & Co. Inc.
Morristown

Bates Turner Inc.

Pennington
John D. Sayer & Co. Inc.

Saddle Brook
O'Connor Associates Ltd.

Westwood
Ashford Reinsurance

Intermediaries Corp.

New York

Elmsford
International Intermediaries Inc.

Lake Success
Independence Intermediaries Inc.

New Hyde Park
G.L. Hodson & Son Inc.

New York

Agnew International Inc.

Amberco

American Intermediaries of
New York Inc.

Andrew Edwards & Co. Inc.

B.R.l. International Agency Inc.

Bailey Townsend Inc.

Bell Nicholson Henderson (USA) Inc.

E.W. Blanch Co. Limited Partnership

C.B.l. Agencies Ltd.

Guy Carpenter & Co. Inc.

Delaney Intermediaries Inc.

Delaney Offices Inc.

E&S Intermediaries Inc.

Gill & Roeser Inc.

Thomas A. Greene & Co. Inc.

Greig Fester (North America) Inc.

Frank B. Hall (Reinsurance)
Holdings Inc.

W.O. Hart & Co. Inc. of New York

G.L. Hodson & Son Inc.

Holborn Agency Corp.

Intere Intermediaries Inc.

Intermediaries of America Inc.

Johnson & Higgins-International
Reinsurance Department

Le Blanc et De Nicolay U.S. Inc.

Edward Lloyd Ltd.

NSEW International Inc.

O'Connor Associates Ltd.

RFC Intermediaries Inc.

R/l Inc.

Rearick & Lenihan Inc.

Risk Design (Pearson & Georgi
International Inc.)

Sullivan Payne Co.

Summit Intermediaries Inc.
Towers, Perrin, Forster & Crosby Inc.
D.W. Van Dyke & Co. Inc.

Richard Whiley Inc.
Willcox Inc. Reinsurance

Intermediaries

Zeman Krings Inc.
Purchase
Sellon Associates Inc.

North Carolina

Burlington
R/l Inc.

Pennsylvania

Exton
Falcon Intermedianes Ltd.
Philadelphia
Balis & Co. Inc. (Guy Carpenter &
Co. Inc.)
Frank B. Hall (Reinsurance)
Holdings Inc.
RFC Intermediaries Inc.
Sullivan Payne Co.
Towers, Perrin, Forster & Crosby Inc.

South Carolina

Columbia
Associated Intermediares-S.C. Inc.

Seibels, Bruce & Co.-Reinsurance
Division

Texas

Dallas
American Risk Managers
Guy Carpenter & Co. Inc.

Crump Re Inc.-Southwest Division
Intere Intermediaries Inc.

RFC Intermediaries Inc.
Rearick & Lenihan Inc.

Sullivan Payne Co-
Houston

American Risk Managers
Rearick & Lenihan Inc.

Washington

Seattle

Cravens & Co. Special
Insurance Services

G.J. Sullivan Co. Reinsurance

Sullivan Payne Co.

Taylor Reinsurance
Intermediaries Inc.

Bahamas

Nassau

American Risk Managers

Barbados

Bridgetown
J&H Intermediaries (Barbados) Ltd.

Continued on facing page

*Reinsumnce Intermediaries for Facultative Placements

*Bmad Spectrum of Markets and Top Grade Security
* Personal Service and Immediate Attention

c NOY\NV/

230 WEST MONROE STREET
CHICAGO, IL 60606 « 312-621-1777
TELEX 25-6231

REINSURANCE
BROKERS, INC.
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Continued from facin age
nu ng pag Peru

Belgium

Lima
Br 1
ussels Frank B. Hall Re

Guy Carpenter & Co. S.A.
Frank B. Hall Re (Afro-Asia)

Bermuda Sweden
Hamilton
Amberco
Andrew Edwards & Co. Inc. Stockholm
Fairway Intermediaries Ltd. Guy Carpenter & Co. (Stockholm) AB

Arthur J. Gallagher & Co.
(Bermuda) Ltd.

H&H Reinsurance Brokers Ltd.

Heddington Brokers Ltd.

Independent Brokers Ltd.

Intere (Bermuda) Ltd.

J&H Intermediaries Ltd.

Lodderhose Inc.

British Virgin Islands

Tortola

U.S. Cap Insurance Co. Ltd. (George
G. Zimmerman & Co. Inc.)

Canada

Toronto
Guy Carpenter & Co. (Canada) Ltd.
10C Reinsurance Brokers Ltd.

John F. Sullivan Co. of Canada Ltd.

(Sullivan Payne Co.)

Cayman Islands

Georgetown
American Risk Managers
Arthur J. Gallagher & Co.
(Cayman) Ltd.

Colombia

Bogota
Frank B. Hall Re

Denmark

Copenhagen
E.W. Blanch Co. Limited Partnership
Guy Carpenter & Co. ApS
Frank B. Hall (Reinsurance)
Holdings Inc.

England

London

E.W. Blanch (U.K.) Ltd.

Herbert Watson Insurance Brokers
Ltd. (Zeman Krings Inc.)

Willis Faber Heddington (Heddington
Brokers Ltd.)

Willis Faber & Willcox Ltd. (Willcox
Inc. Reinsurance Intermediaries)

France

I£ Mans
Sentinel Reinsurance Intermediaries
International
Paris

Frank B. Hall Re France
Greece
Athens

NSEW International Inc.

Pearson & Georgi (Europe)

Hong Kong

Guy Carpenter & Co. (Asia) Ltd.

Italy

Milan

Frank B. Hall (Reinsurance)
Holdings Inc.
Trieste

Guy Carpenter Italia S.r.1.
Mexico

Mexico City
Frank B. Hall de Mexico S.A.

Panama

Panama City
Frank B. Hall Re

Taiwan

Taipei
Intere Far East Ltd.

Venezuela

Caracas
Frank B Hall Re

Shi,me,

SCHIRMER ENGINEERING CORPORATION
OFFERING FULL LOSS CONTROL ENGINEERING SERVICES

,/ Underwriting & oss Control Surveys
./ Fire Protect.on Engineering

4 Safety & Health Engineering

4 Litigation Support Services

4 Building & Fire Cote Consultation

/ Sprinkler System Design

JAlarm Systerr Design

SCHIRMER ENOINEERING CORPORATION
707 LAKE COOK ROAD - DEERFIELD. IL 60015 - 312/272-8340
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Ambulance firms form cove rage vehicle

By STEVE TARAVELLA

PHOENIX, Ariz.-Private ambulance services

have joined the list of businesses that are doing
for themselves what the commercial market

couldn’'t do for them.

Ambulance companies in California provided
the seed money to capitalize TriStar Insurance
Co., an investor-owned insurer for ambulance
operators and businesses that rent home health
care medical supplies.

The ambulance companies use TriStar to in-
sure their general liability, commercial auto lia-
bility, auto physical damage and medical tech-
nicians' professional liability exposures.

The medical supply firms insure their product
liability exposures through TriStar.

Arizona-domiciledTriStar, which opened in
June, has capital and surplus of $3 million and
writes in Arizona, California, Indiana and Loui-
siana, according to S. David Ward.

Mr. Ward recently was named the company's
president and chief executive officer. He pre-
viously was deputy director of the Arizona In-

TriStar, which opened up In
June, has capital and surplus of
$3 million and writes in Arizona,

California, Indiana and

Louisiana, says S. David Ward.

surance Department.

The company soon may be licensed to do busi-
ness in Texas, added Mr. Ward.

Not all of TriStar's policyholders are inves-
tors. And, not all investors are guaranteed cov-
erage. They first must pass a loss-control in-
vestigation, Mr. Ward says.

The insurer offers claims-made coverage with
limits of $300,000, $500,000 and $1 million per
occurrence and aggregate.

TriStar retains the first $300,000 of risk anc
reinsures the rest with Buffalo Reinsurance Co
in Woodland Hills, Calif., on a treaty basis and

Report

from Number One Wall Street

Member FDIC

with General Reinsurance Corp. on a facultative
basis, Mr. Ward says.

Most of the auto physical damage policies
come with a $2,500 deductible.

The insurer so far has issued 75 policies, most
of which were package policies written for the
ambulance operators, but about 14 of which
were product liability policies for the medical
supply businesses.

The company was formed after previous com-
mercial insurers writing the coverages withdrew
from the market, leaving Phoenix managing
general agency Gregg-Miller Insurance Agency
without a market for private ambulance com-
panies.

Gregg-Miller now underwrites the policies for
TriStar, Mr. Ward says.

TriStar's ambulance operators join businesses
in numerous other industries-from banking to
railroads and from chemical manufacturing to
electric power plants-that have banded to-
gether to generate their own insurance capacity
in the current tight commercial insurance mar-
Fce— T g >1l e < c— _ —

If standby letters of credit keep
your reinsurance business on
hold, you need an alternative.

Irving Trust.

Irving Trust has developed innovative techniques and instruments for
securing U.S. liabilities more cost-effectively than any other method in

the marketplace.

If the word you most often hear when securing U.S. reinsurance liabilities is
"standby," we suggest calling our international insurance specialists.

In addition, if the rising cost for letters of credit has become a major con-

cern, again the answer is Irving Trust.

Our international insurance specialists are dedicated to helping you secure
liabilities quickly and easily. With a level of personal attention and service

that Irving Trust is famous for worldwide.

From our offices in London, Frankfurt, Tokyo and New York, we'll help
you get your financial business done quickly and economically.

For more information, write or call Gerard T Morda, VE Irving Trust,
One Wall Street, New York, NY 10015. Telephone: 212/635-8802; Telex:

ITT 420268.

For companies located in the United Kingdom call Richard 1 Lewy, VE in
our London office. Telephone: 1-626-3210; Telex: (851) 883265/6.

For companies located in Continental Europe call Yoram Matalon, Assistant
VR in our Frankfurt office. Telephone: 49-69 71410; Telex: (841) 416805.

For companies located in Asia call Mitsuru Takeuchi, Assistant VE in our
Tokyo office. Telephone: 81-3 595-1131; Telex: (781) 2226231.

- Irving Trust

Tax changes
alter banks'

captive plan

By STEVE TARAVELLA

CHICAGO-Pending
changes in U.S. tax law have
caused at least one associa-
tion to abandon plans to set
up an offshore captive insur-
ance company in favor of
setting up an onshore cap-
tive.

The association, the U.S.
League of Savings Institu-
tions, is distributing a pro-
spectus for a limited public
stock offering in Savings In-
stitutions Insurance Co., an
admitted lllinois reinsurer
with a Delaware-domiciled
holding company.

In mid-August, the League
was within 10 days of filing
papers to incorporate its
venture in Bermuda when
proposed changes in U.S. tax
laws prompted organizers to
reconsider, explained Clark
Sutton, president of U.S.
League Services, the
League's insurance arm.

The League concluded that
the project was still feasible

but that a stateside captive
would fare better under the

tax lavw than an offshore
captive would.

"We put on the brakes and
reversed direction in re-
markably short order,"” Mr.
Sutton said, attributing the
quick turn-around to 4'very
intensive staff work."”

By establishing the captive
onshore, stockholders may
avoid paying tax on income
produced by the captive if
that income is funneled back
into the company to build
surplus, Mr. Sutton reasons.

A provision in the Tax Re-
form Act of 1986 that will

require shareholders in
multi-owner offshore com-
panies to pay taxes on cur-
rent captive income has
caused concern for many as-
sociation captive owners (Bl,
Aug. 25; July 28).

The new captive plans to
raise $30 million in capital
through the stock offering
and through investments
from the League and mem-
berbanks.

Member banks will be
asked to invest $15,000 to
$100,000 in the captive. In a
survey last March. about
1,500 of the League's 3,400
members expressed interest
in taking part in the project
(BI, April 28).

The League itself will con-
tribute up to $3 million to
capitalize the captive.

If the captive is successful
in raising the capital, it
would offer its members
bankers blanket bonds of up
to $ 1 million and primary
directors and officers liabil-
ity coverage with limits of up
to $1 million, according to
Mr. Sutton.

Once it has raised its capi-
tal, the League will seek
support from commercial
reinsurers, Mr. Sutton noted.

The captive, which was to
have been managed by Rol-
lins Burdick Hunter Co.
(Bermuda) Ltd., now will be
managed by RBH in Chicago,
he said.

And, according to the orig-
inal plans, Virginia Surety
Co. will front the policies
and Chicago managing gen-
eral agency Scarborough
will handle underwriting.
Both are RBH affiliates.
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NOV. 12-14. Back Injury Prevention course in
Los Angeles, sponsored by the Institute of
Safety and Systems Management, University of
Southern California; $275 University of South-
ern California, Institute of Safety and Systems
Management, Office of Extensions and In-ser-
vice Programs, 3500 S. Figueroa St., Suite 202,
Ls Angeles, Calif. 90007; 213-743-6523.

NOV. 1Z-14. Society of Insurance Research
Annual Conference and Business Meeting:
Insurance-Keystone of the Future in Cam-
bridge. Mass., $275 for SIR members; $375 for
non-members. Society of Insurance Research,
P.O. Box 933, Appleton, Wis. 54912.

NOV. 13. Self-Insurance and Other Risk Fin-
ancing Techniques workshop in Tampa, Fla.,
sponsored by the Public Risk & Insurance Man-
agement Assn.; $110 for PRIMA members; $180
for non-members. Also Dee. 12 in Dallas. Public
Risk & Insurance Management Assn., 1120 G St.
N.W., Suite 400, Washington, D.C. 20005; 202-
626-4650.

NOV. 13. Defined Contribution Aspects of
the Tax Reform Act of 1986 seminar in At-
lanta, sponsored by Kwasha Lipton; $100. Also
Nov. 18 in Detroit, Nov. 20 in Hasbrouck
Heights, N.J. Barbara Hupert, Kwasha Lipton,
P.O. Box 1400, Fort Ike, N.J. 07024; 201-592-
1300, Ext. 754.

NOV. 13. Automating Risk Management for
Profit and Survival seminar in Cleveland,
sponsored by SOFTEC Inc., free Also Nov. 18
in Los Angeles; and Nov. 20 in San Francisco.
Jack Bergers, SOFTEC Inc., 33063 Schoolcraft
Road, Livonia, Mich. 48150; 313-261-4440.

NOV. 13. ISO Commercial General Liability
Rating workshop in Philadelphia, sponsored by
the Insurance Society of Philadelphia; $65 for
ISP members; $75 for non-members. Insurance
Society of Philadelphia, Public udger Building,
Philadelphia, Pa. 19106.

NOV. 13. Workers Compensation in lllinois
conference in Springdfield, Ill., sponsored by the
lllinois State Chamber of Commerce Center for
Business Management; $90 for ISCC members;
$135 for non-members. Also Nov. 20 in Chi-
cago. Center for Business Management, 20 N.
Wacker Drive, Chicago, Ill. 60606; 312-372-
7373

NOV. 13-14. Waste Industry Insurance
Forum: Alternate Approaches for Liability
insurance in Hamilton, Bermuda, sponsored by
Ardell Insurance Co. Ltd.; $525; $450 for addi-
tional registrant from the same organization.
Ardell Insurance Co. Ltd., P.O. Box 507, Buffalo,
N.Y. 14205-0507.

NOV. 13-14. How to Audit and Check Insur-
amee Policy Costs and Coverage course in
Dallas, sponsored by the American Management
Assn., $675 for AMA membem, $775 for non-
members. Also Nov. 17-18 in Bloomington,
Minn.; Nov. 20-21 in Boston; Nov. 24-25 in Par-
sippany, N.J. American Management Assn., P.O.
Box 319, Saranac Lake, N.Y. 12983; 518-891-
0065.

NOV. 13-14. Sixth Annual Occupational
Health Nursing Principles and Certification
Review course in Orlando, Fla., sponsored by
the Occupational Health Consulting division of
Fireman's Fund Risk Management Services Inc.,
$275. Also Dee. 4-5 in San Rafael, Calif.; Jan.9-
10 in Newark, N.J.; Feb. 19-20 in Schaumburg,
1l.; March 5-6 in Dallas; March 19-20 in Phila-
delphia; April 2-3 in Torrance, Calif. Annette B.
Haag, Occupational Health Consulting, Fire-
man's Fund Risk Management Services Inc.,
P O. Box 3890, San Rafael, Calif. 94911, 415-
a92-6646.

NOV. 14. tAss Control & Safety workshop in
Tampa, Fla., sponsored by the Public Risk &
Insurance Management Assn.; $110 for PRIMA
members; $180 for non-members. Public Risk &
Insurance Management Assn., 1120 G St. N.W.,
Suite 400, WAshington, D.C. 20005; 202-626-
aes0

NOV. 14. 1986 Chartered Property & Ca-
sualty Underwriters Seminar and Confer-
meat in Chicago, sponsored by the Chicago
Chapter of the Society of CPCU; $35. Tim
Saunders 312-443-4000.

NOV. 14. 3Ist Annual All Industry Day and
Chartered Property & Casualty Un-
derwriters Luncheon in Denver, sponsored by
the CPCU Colorado Chapter; $35. Mary Roth,
State Farm Fire & Casualty Co., 3001 Eighth
Ave., Greeley, Colo. 80631; 303-351-5836.

NOV. 14-19. Thirty-second Annual Employee
Benefits Conference in Las Vegas, Nev., spon-
sol'ed by the International Foundation of Em-
ployee Benefit Plans; $450, $150 for pre-con-
ference institutes. Members only. International
Foundation of Employee Benefit Plans, P.O. Box
69, Brookfield, Wis. 53008-0069; 414-786-6700.

NOV. 17. The Risk-Bearing Phenomenon-
Alternatives to Traditional Insurance work-
shop in Washington, sponsored by the Society of
Chartered Property Casualty Underwriters;
$125 for CPCU members; $140 for non-mem-
bers. Also Nov. 19 in Los Angeles; Nov. 21 in
Seattle. Mari Jennings, Society of CPCU, Kahler
Hall, 720 Providence Road, CB #9, Malvern, Pa.
19355; 215-251-2741.

NOV. 17-18. Making the PPO Choice: A Pur-
chaser's Guide to Assessing and Implement-
ing the PPO Product conference in San Diego,
sponsored by the American Assn. of Preferred
Provider Organizations; $550 for general regis-
tration; $500 each for multiple registrants from
same organization; American Assn. of Preferred
Provider Organizations, 101 th S. Union St.,
Alexandria, Va. 22314; 703-683-4918.

NOV. 17-19. Health Care Cost Containment
Workshops in Dallas. sponsored by Health Re-
search Institute; $495 for advanced health care
cost-containment sessions; $250 for health im-
provement/wellness sessions. Also Dee. 8-12 in
Chicago. Health Research Institute, 1600 S.
Main Plaza, Suite 170, Walnut Creek, Calif.
94596; 415-676-2320.

NOV. 18-19. Second Annual Conference and
Technical Briefing on Cal,tives and Interna-
tional Insurance Programmes in London,
sponsored by the Risk & Insurance Research
Group Ltd.; £295 (approx. $424). Risk & Insur-
ance Research Group Ltd., 4 Henrietta St., Co-
vent Garden, London WC2E BPS; 01-836-0614.

NOV. 18-20. Training Methods and Tech-
niques in Occupational Safety and Health
course in Los Angeles, sponsored by the Insti-
tute of Safety and Systems Management, Uni-
versity of Southern California; $420. University
of Southern California, Institute of Safety and
Systerns Management, Office of Extensions and
In-service Programs, 3500 S. Figueroa St., Suite
202, Los Angeles, Calif. 90007; 213-743-6523.

NOV. 19. Chicago Chapter of Women in Em-
ployee Benefits Breakfast in Chicago; $15 for

Continued on next page

It's easy for a vendor to make
promises, but only Resource
Information Management
Systems, Inc.(RIMS)delivers

- oicclaim

The nation's leading software
package for health claims

administration

m O|]CPACE

The healthcare industry's
fastest growing program
foralternatedeliverysystem

management

e The O Team

An unequaled network of
client supportorganization
dedicated to customer

success and business
expansion

NO Promises
Needed

PrescriptCare. A home delivery maintenance prescription service utilizing a
computerized Medical Alert System, physician safety net, employee hotline, and
integrated data base to effectively deliver:

J/ Rx costs at 50% savings.
4 Fewer hospital admissions.
V Reduced drug-related complications.

Cost Care delivers.

CosT CBRETM

Al FPIRESCRINNC A RE

e Home Delivery Maintenance Prescription Plan

1-800-762-3029 Nationwide

Success
Breeds SucceSS

It is no coincidence that a
largenumberof RIMSclients
experience dramatic
growth. Supplementing
its complete library of
systems. RIMS has an
innovative service
package tnat actively
promotes customer
development:

etraining that goes beyond

the classroom with a full array
' ofeducational resources

equalified assistance when
you need it from the Inform-
ation Center a progressive
support facility available only
to RIMS clients

«clientorganizationsthat
are acknowledged to be the

The software products of
RIMSspeakforthemselves.
RIMS alone has brought
expanded business
opportunities to client

organizationsthrough-
outthe United States.

Insurance companies,

third partyadministrators,
self-funded corporations,
HMO's, PPO's, independent
practice associations and
more are now implementing
a unique "multiple option"
approach to healthcare data
managementthatincludes:

Indemnity ...
full feature indemnity
plan processing

PPO ...

effective contracted
provider administration

HMO ...
efficient capitated payment
schedule management

strongestand most inter-
active in the industry

See For
Yourself

Foremptypromises,you

, can call anyone. To meet an
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RESOURCE INFORMATION MANAGEMENT SYSTEMS, INC.

2015 Spring Road+Suite220+-Oak Brook, IL60521-1811 «312/572-0230

1 -=,memor. B.Imi.9,"lill#mam
1 00/cCialm 00/CAACEHMO OQKPACEPPO

0 RIMS'Enmelineofpmaucts
1 Name
Organlia.in,,

Builness ly/
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ResourcemFormatton li,agementsystems.Inc. |
2015SpringRd. Suite 220,Dept.8,6,110 OakBrook,11.6052+1811
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organization of people who
stand behind their products
and services, return the
coupon provided to Resource
Information Management
Systems, Inc. We bring the
world of health benefits
administration down to

ea rth.
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DEC 11. Employee Benefits workshop m Dal-
las, sponsored by the Public Risk & Insurance
Management Assn , $110 for PRIMA members,
$180 for non-members Publlc Risk & Insurance
Management Assn , 1120 GSt NW, Suite 400,
Washington, D C 20005, 202-626-4650

DEC 11-12. Insurance and Reinsurance
Company Disputes Arbitration vs. Litiga-
tion seminar in New York.,sponsored by Execu-
tive Enterpnses Inc , $795, $695 for additional
registrants from the same organization Execu-
tive Enterprises Inc, 22 W 2Ist St, New York,
NY 10010-6904,800-223-0787,800-831-8333

in New York

DEC 15-16 Marketing Hard-To-Place Ac-
counts workshop in Chicago, sponsored by
Cnttenden Research Inc , $395 enttenden Re-
search Lne,PO Box 1150, Novato, Calif 94948,
415-382-2440

DEC. 19 Managing and Controlling As-
bestos Contamination/Exposure course in
Los Angeles, sponsored by the Institute of
Safety and Systems Management, University of
Southern California, $150 University of South-
ern Callfornia, Institute of Safety and Systems
Management, Office of Extensions and In-ser-
vice Programs, 3500 S Flgueroa St, Suite 202,
Los Angeles, Calif 90007, 213-743-6523

JAN. 11-13 Tenth Annual HMO Policy Con-
ference m Washington, sponsored by the Group

, Health Foundation, an educational affiltate of

the Group Health Assn of Amenca Inc , before
Dee 11 $295 for GHA members, $350 for non-
members, after Dec 11 $345 for GHAA mem-
bers, $400 for non-members Group Health
Foundation, Tenth Annual HMO pokey Confer-
ence, 1129 20th St NW, Washington, DC

20036

JAN. 26-30. Occupational Health Nursing
Basic Theory Update course in Los Angeles,
sponsored by the University of Southern Cah-
fornia, Institute of Safety and Systems Manage-
ment, $550 University of Southern California,
Institute of Safety and Systems Management,
Office of Extension and In-service Programs,
3500 S Flgueroa St, Suite 202, Los Angeles,
Callf 90007, 213-743-6523

FEB. 9-10. Developing and Managing a Med-
leal Surveillance Program course in Los An-
geles, sponsored by the University of Southern
Callfornia, Institute of Safety and Systems Man-
agement, $250 Umversity of Southern Califor-
ma, Institute of Safety and Systems Manage-
ment, Office of Extension and In-service
Programs, 3500 S Agueroa St, Suite 202, 1A)
Angeles, Calif 90007, 213-743-6523

FEB. 11-13. Audio-Visual Media for Safety
and Health Developing and Producing In-

= - expensive Programs course m Los Angeles,

Like a child gazing into the evening's sky, you work with you and for you7 Your search is
might be amazed at all the reinsurance over...just look to The Urbaine.
companies that fill the horizon. And like the
stars the child sees. the reinsurance companies
may all appear very similar. But once you take
a closer look. you will find one company that's
worlds apart from the others.

Find out more about our full line of capabilites
by calling John Madigan, Assistant Vice

President & Director of Marketing at
914-332-4600.

Urbaine Life. THE URBAINE LIFE
REINSURANCE COMPANY

Talleyrand Building
200 White Plans Road

What makes us different is simple... accessibility.
We work closely with you to explore new
markets and expand your opponunities with a
wide range of insurance products, including
credit life and disability.

Tarrytown, New York 10591

Looking the sky over for a company that will Urbalne Life...Take A Closer Look At Us.

sponsored by the University of Southern Call-
fornia, Institute of Safety and Systems Manage-
ment, $420 University of Southern Callfornla,
Institute of Safety and Systems Management,
Office of Extension and In-service Programs,
3500 S Flgueroa St, Suite 202, Los Angeles,
Calif 90007, 213-743-6523

FEB 14 Promoting Safety and Health in
Today's Economy course in Los Angeles, spon-
sored by the Umverstty of Southern California,
Institute of Safety and Systems Management,
$150 University of Southern Callforma, Insti-
tute of Safety and Systems Management, Offlce
of Extenmon and In-service Programs, 3500 S
Figueroa St , Suite 202, Los Angeles, Calif
90007, 213-743-6523

FEB 23-27. Hazardous Materials: Handling
and Disposal course in Lks Angeles, sponsored
by the University of Southern California, Insti-
tute of Safety and Systems Management, $700
University of Southern Callfornia, Institute of
Safety and Systems Management, Office of Ex-
tension and In-service Programs, 3500 S FI-
gueroa St , Suite 202, ks Angeles, Calif 90007,

213-743-6523

The Datebook ts comptted from notices sent to
Bunness Insurance Notices should be sent at
least eight weeks m advance to Datebook, Bust-
ness Insurance, 740 N Rush St, Chicago, m
60611 Business Insurance reserves the nght to
select mee:Ings of most anterest to te readers
and cannot guarantee that notices w:lt be
pnnted
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Home unit offe rs product liability cove r

Primary product liability cover-
age is now available on a claims-
made basis from The Home Insur-
ance Co. of Indiana in Carmel,
Ind., a unit of the Home Insurance
co.

Coverage will be offered with
standard limits of $500,000 per
claim and $500,000 aggregate with
a minimum premium of $75,000.

Defense costs are included
within the aggregate, and a de-
ductible or self-insured retention
will be applied in most circum-
stances, according to the insurer.
The deductibles or SIRs vary ac-
cording to the risk.

Occurrence policies will be con-
sidered for risks meeting certain
standards.

"We're considering a wide range
of risks in nearly every class-from
swimming pool manufacturers to
producers of valves," said Charles
Abruzzo, vp of The Home.

“What differentiates us from
other carriers is that we won't re-
ject a risk simply because of the
nature of the business," he said.

"If a company is in good finan-
cial condition, with established
and effective loss-control pro-
grams, we'll give it serious consid-
eration.”

The Home Insurance Co., head-
quartered in New York, writes
property/casualty insurance
throughout the United States and
in certain foreign countries.

For more information, contact
Charles Abruzzo, Vp, The Home
Insurance Co., 59 Maiden Lane,

New York, N.Y. 10038; 212-530-
7110.

Small company PPO

A new program that allows small
businesses to provide their em-
ployees with health care coverage
comparable to that of larger em-
ployee groups has been introduced
by San Diego-based Coordinated
HealthCare Systems and the Con-
solidated Group Trust of Fra-
mingham, Mass.

The program, called Anchor
Plus, gives California employer
groups with fewer than 15 mem-
bers access to a statewide health
care network of 121 multispecialty
group sites, about 4,000 physicians
and 81 hospitals. Anchor Plus also
provides utilization review, man-
aged care services and claims ad-
ministration, said Douglas Gwil-
liam, vp-marketing of Coordinated
HealthCare Systems.

The program also reduces paper-
work, said Raymond E. Hughes,
president and chief executive offi-
cer of Coordinated HealthCare
Systems. "If between one and four
employees are enrolled, they need
to answer only four simple health-
related questions," he explained.
"If five or more employees are en-
rolled in Anchor Plus, they answer
no questions at all.”

The cost of the program to the
employer varies based on a variety
of factors, such as the number of
participants and the level of cover-
age, Mr. Gwilliam said.

The health benefits are under-
written by Hartford Life & Acci-
dent Insurance Co. The plan pays
100% of the cost of services by pro-
viders within the Coordinated
HealthCare Systems network after
a $100 deductible, with $5 copay-
ments for office visits, while ser-
vices performed by non-network

providers are covered at 80%, Mr.
Gwilliam added.

Anchor Plus is the newest mem-
ber of the Coordinated HealthCare
Systems health plan family, which
includes preferred provider orga-
nizations, exclusive provider and
standard indemnity arrangements.

For more information, contact
Douglas Gwilliam, vp-marketing,
at Coordinated HealthCare Sys-
tems, 619-259-9711.

products & services

Municipal risk guide

A.M. Best Co. has published
Best's Municipal Underwriting
Guide, designed specifically to
help municipal administrators and
other public officials identify and
evaluate their greatest exposures.

The 370-page guide details in-
surance risks in 58 specific opera-
tions and services common to most
municipalities.

General categories include emer-
gency services, public works,
health and education, public con-
tractors, and others.

The Municipal Underwriting
Guide is a series of excerpts from-
Best's Underwriting Guide, which

Only If It's

provides insurance underwriters,
agents and brokers in the prop-
erty/casualty industry with the in-
formation necessary to distinguish
good insurance risks from less-de-
sirable ones.

By making the same information
available to municipal officials
and administrators, Best's Munic-
ipal Underwriting Guide provides
local government leaders with an
understanding of the insurance
process as it affects their commu-
nity, enabling them to pinpoint po-
tential hazards, assess the risks in
new programs and services and
better prepare for insurance nego-

tiations, according to the pub-
lisher.

The guide, which comes in a
Loose-leaf format, is $65. For fur-
ther information or to order, con-
tact A.M. Best Co., Ambest Road,

Oldwick, N.J. 08858; 201-439-
2200.

Group universal life

Mutual of Omaha's group opera-
tion has introduced a new group
universal life plan for groups of
500 or more.

The plan is issued through life
insurance affiliate, United of
Omaha.

LifeAdvantage offers employees
the flexibility to buy term insur-
ance at low group rates and in-
vest additional contribution
amounts, explained a company
spokesman.

Under the plan, cash accumula-

7000

r'if 1

a1l

tion amounts earn interest at mar-
ket-sensitive rates, usually based
on the current bank mortgage loan
and eight-year bond rates.

The interest is guaranteed never
to fall below 49%6, the spokesman
said.

Because employees pay their
premiums directly to United of
Omaha, they can take their policies
with them when they leave their
jobs, the spokesman noted. Con-
version charges are negotiated on
an individual employer contract
basis, he added.

Death benefits usually are based
on multiples of salary, with the
maximum benefit varying by con-
tract. Premiums are rated on a
group basis.

Employees have the option of
using their tax-deferred accumula-

Continued on nezt page
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Drug Therapy

s Cost Effective,
Followed.

When there's a dollar decision between

good health and other influences, all too

often you, the employer, lose.

Independent studies indicate that proper
prescription drug therapy is responsible for:
1. Keeping employees healthy and on
the job; and
2. Reducing overall health care costs.
Two significant achievements that can be
realized; only if the medication is taken in the

first place.

An estimated 15-90% of all doctors' pre-
scriptions don't set to the pharmacy, or are
never picked up by the patient.

The reason?

COST.

The solution?

Remove the decision with PCS. And, with

a properly designed plan the PCS card can
be added at NO ADDITIONAL COST to your
current comprehensive coverage.

PCS: For your employees' good health

and lower health care costs.

For details on how PCS can lower your
overall health care costs, call, write or
El - O9 return the coupon to:

1 William H. Boucher
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s and Marketing

ystem, Inc.

9060 East Via Linda Scottsdale, Arizona 85258

602 951 4897
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tions to either increase their ac-
count value or decrease their pre-
mium payment, the spokesman ex-
plained. At retirement, employees
can convert LifeAdvantage to a
permanent paid-up life insurance
coverage or convert it to an annu-
ity.

Other options include disability
waiver, accidental death and dis-
memberment and dependent cover-
age, usually written as a term
rider.

However, individual policies
with their own cash accumulation
accounts can be made available to
employees' spouses, according to
the spokesman.

United of Omaha backs LifeAd-
vantage with a full portfolio of
communication materials to assist
in presenting and enrolling em-
ployees, which can be customized

to fit employers' needs.

Once the LifeAdvantage pro-
gram is in place, employees can
deal directly with program repre-
sentatives for all of their service
needs, including loans, withdraw-
als and increased or decreased cov-
erage amounts.

United of Omaha also provides
personalized annual statements to
each person enrolled in the pro-
gram.

In addition, a toll-free number is
provided.

For more information about
LifeAdvantage, contact any of
United of Omaha's group offices.

HMO blue book

The second annual edition of the
Blue Book Digest of HMOs con-
tains more listings of health main-
tenance organizations nationwide,

according to its publisher, the Na-
tional Assn. of Employers on
Health Care Alternatives.

The blue book contains informa-
tion, as of July 31, 1986, on 683
HMOSs, up from 449 in 1985.

Enrollment in these alternative
delivery systems also has increased
to 21,879,929 as of Jan. 1, 1986,
from 17,440,649 on Jan. 1, 1985,
the National Assn. of Employers on
Health Care Alternatives notes.

Other information culled from
the blue book includes:

* Seventy percent of all HMOs
are independent practice associa-
tions, up from 64% in 1985.

= About two-thirds of all HMOs,
or 65%, are now part of a chain,
compared with 61% in 1985.

* Sixty percent of the HMOs are
for-profit entities, compared with
about 5)% in 1985.

« California leads all states with
52 HMOs and HMO enrollment of
6,226,961.

The National Assn. of Employers
on Health Care Alternatives has

WE'RE SO SURE
YOU'LL LIKE OURNEW
STRUCTURED SETTLEMENT

SOFTWARE
WE'LLTHROWIN

THE HARDWARE FREE.

Dispfuy

published a national directory of
HMOs for 13 years.

The Blue Book Digest of HMOs
includes selected information on
these HMOs.

The blue book is available for
$59.50 from the National Assn. of
Employers on Health Care Alter-
natives, 104 Crandon Blvd., 304
Key Executive Building, Key Bi-
scayne, Fla. 33149; 305-361-2810.

Blanket bond book

The American Bar Assn.'s Tort
and Insurance Practice Section has
published a book for attorneys in-
volved in claims handling and law-
suits under current fidelity policies
or bonds dealing with dishonesty

claims.

"The Commercial Blanket Bond
Annotated" is the product of a na-
tional institute on employee di-
shonesty, according to the ABA.

Commentary and citations are
provided that interpret each sec-
tion of the policy for all cases.

r*sn Recently Brokers'
W- Service introduced

STRUCTURE ONE,

a new software J

package that lets “ar
claims adjusters and

risk managers — )
develop their 1 B.: -

own structured f: -
settlements.

Already, the response
has been tremendous.

oEm

In fact, claims special- -
ists don't just like --dici,.,, -=

STRUCTURE ONE, |

they love it. fhy||
Here are a few rea- 1 99
sons why.

STRUCTURE ONE lets

you print settlement pro-
posals in just ten minutes
with and without premium
costs. And a basic file in just
a minute or two.

It illustrates compounding
annuity growth.

It develops and prints settle-
ment releases and third party as-

signment forms.
Prints proposal
cover sheets,
cover letters and ad-
dresses envelopes.
And even lets you
keep track of the pro-
gress of your cases.
Naturally, we think

everyone in the busi-
ness should have

STRUCTURE ONE.

And if you don't already
have the hardware to use it,

we'll give it to you free.
Either an IBM PC with a
printer for your office.

Or a COMPAQ portable com-
puter and printer that you can
even take to a settlement confer-
ence with you.

To find out all about STRUC-
TURE ONE and/or our free com-
puter offer, call Joe O'Reilly at
1-800-343-7772.

He'll tell you why one of the
best things in the claims busi-
ness, these days, is free.

O/ m)/ UE= VJJjts
FROM BROKERS' SERVICE

500 South Main Street, Providence, Rl 02903. Other offices ir. Boston, New York City and New Orleans.

Secondary sources also are
listed, and examples of a commer-
cial blanket bond, a blanket crime
policy and a comprehensive di-
shonesty, disappearance and de-

struction policy-Form A are in-
cluded.

The Commercial Blanket Bond
Annotated is available for $27 to
members of the Tort and Insurance
Practice Section, or $34 to non-
members, plus $2.50 for handling,
from ABA Order Fulfilment 519,
750 N. Lake Shore Drive, Chicago,
1. 60611; 312-988-6064.

Small group plan

HI CARE, a new health insur-
ance program for small groups,
combines the elements of health
maintenance organizations, pre-
ferred provider organizations and
traditional indemnity plans, ac-
cording to Allied Associates, which
is marketing the plan.

The new health care product
"places the emphasis where it
should be, on health rather than
sickness," by including health as-
sessment profiles that identify po-
tential health problems and en-
couraging preventive health care,
explained Miles H. Barber, Allied's
chairman.

Employers are provided with a
workforce health analysis that lists
the number of employees that en-
gage in health-threatening activi-
ties, such as smoking and drinking,
and offers suggestions that can
help reduce medical care costs for
both the employer and employee,
according to Mr. Barber.

For example, because a smoking
employee costs an employer an ad-
ditional $400 per year in lost pro-
ductivity and health care costs, Al-
lied will suggest an employer
implement a smoking cessation
program.

The health analyses are derived
from a 10-page health assessment
questionnaire that each covered
employee and spouse completes
annually.

"The profile, with its emphasis
on wellness, has proven to be as
much as three times more effective
at detecting early signs of ililness
than routine physicals,” Mr. Bar-
ber claimed.

INn addition, while "traditional
PPO and HMO plans have res-
tricted their covered employees to
a limited list of doctors, clinics or
hospitals. . .our new HI CARE
UPO (universal provider organiza-
tion) greatly expands this list to
over 400,000 nationwide,” Mr.
Barber pointed out.

The plan pays $50 per outpatient
office visit up to 26 visits per year
and a maximum of $25,000, or 30
days, for hospitalization. Employ-
ees pay a $10 deductible for each
outpatient office visit, plus any
amount in excess of the $50 paid
by the plan.

For hospitalization, the em-
ployee pays an annual deductible
of $100.

In addition, prescription drugs
are covered at 90%b, with the em-
ployee paying a $5 deductible plus
10% of the cost of each prescrip-
tion.

Dental and maternity coverages
are optional.

Premiums for the small group
plan vary based on number, sex
and age of participants and the
amount of coverage desired, ac-
cording to Mr. Barber.

Coverage is underwritten by
Union Central Life Insurance Co.
in Cincinnati and administered by
Commercial & Industrial Adminis-
tration Co., he said.

The HI CARE plan is being mar-
keted by Allied Associates through
independent insurance agents and
brokers west of the Mississippi
River.

For more information about HI
CARE, contact Allied Associates at
1265 ElI Camino, Santa Clara,
Calif., or call 800-525-7950 in the
Western states; 800-441-0333 in
< — = lifcorrmrai=—_ -
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ment to Title | of ERISA. Because
the continued access to private
health insurance provision con-
tained in COBRA, which this pro-
vision expands, amended both the
Internal Revenue Code and ERISA,
the conferees believe that an
ERISA conforming amendment is
appropriate. The conferees wish to
clarify that upon the filing for Title
X1 bankruptcy retirees whc have
had their health benefits termin-
ated or substantially reduced
within one year of the filing for
bankruptcy by the employer are
entitled to buy the health coverage
they had prior to the termination
or substantial reduction in their
health benefits.

(b) Period Of Continuation Cov-
erage.-The conference agreement
includes the House provision with
an amendment to include a Title 1
ERISA conforming amendment.

(c) Definition of Qualified Bene-

ficiary in Reorganization Cases.-
The conference agreement includes
the House provision with an
amendment to include a Title 1

conforming amendment.

V. REVENUE POSITIONS

9. Older Americans pension
benefits.

Present taw

Age discrimination in Employ-
ment Act Of 1967. Under present
law the Age Discrimination in Em-
ployment Act of 1967 (ADEA), as
amended, makes it unlawful for
employers to fail or refuse to hire
or to discharge any individual
(who is at least age 40 but less than
age 70), or otherwise discriminate
against such individual with re-
spect to that individual's compen-
sation, terms, conditions, or privi-
leges of employment because of
that individual's age.

Employers subject to ADEA in-
clude (1) any person engaged in an

industry affecting commerce who
has 20 or more employees (includ-
ing agents of such persons), (2) a
state, political subdivision of a
state, or an agency of a state or
political subdivision, and (3) any
interstate agency. The United
States, or a corporation wholly
owned by the government of the
United States, is not considered an
employer for purposes of ADEA.
The act does not apply to an em-
ployer who observes the terms of a
bona fide employee benefit plan
(such as a retirement, pension or
insurance plan) which is not a sub-
terfuge to evade the purposes of
the act (sec. 4(f)(2)).

ERISA and the code.

Employment benefit plans.
Under present law, benefits pro-
vided under employee benefit
plans (including employer-main-
tained pension plans) are subject to
certain requirements under the
Employee Retirement Income Se-
curity Act of 1974 (ERISA) and the

If all their clients were your size, they'd

be serving thousands. And no one does.

Which means, they've got some really big

Internal Revenue Code (the Code).
ERISA and the Code impose cer-
tain minimum standards relating
to minimum participation, vesting,
and benefit accruals with respect
to pension plans established or
maintained by an employer en-
gaged in commerce, or in any in-
dustry or activity affecting com-
merce, or by any employee
organization or organizations rep-
resenting employees engaged in
commerce or in any industry or ac-
tivity affecting commerce, or by
both. The minimum participation,
vesting, and benefit accrual stan-
dards of ERISA and the Code do
not apply to certain pension plans,
such as governmental plans, cer-
tain church plans and certain plans
maintained only for executives.

If an employer-maintained pen-
sion plan satisfies the require-
ments of the Code, then contribu-
tions to the trust are deductible by
the employer when made, trust
earnings are not currently taxed
and contributions to the trust on

clients. Obviously, more important than you.

So, if your company employs 1,000 to
3.000 employees, consider...

OUR EXPERTISE. EXPERIENCE AND
EXTENSIVE CLIENT CONTACT
ENABLES US TO FLEXIBLY TAILOR OUR

PROGRAMS TO YOUR UNIQUE NEEDS.

It must be the right approach. Over the
last several years we've added new
clients every month. And all are still
with us. We welcome a call to approach you.

MEDICAL REVI EW CORP.
40 Maple Ave., Morristown, N j 07960 « (201) 267-2233

behalf of an employee are both in-
cludible in the employee's income
until distributed from the plan.

Exclusion from participation,
Under ERISA and the Code, a pen-
sion plan may not exclude an em-
ployee from plan participation
merely because of the employee's
age. However, a defined benefit
pension plan and a target benefit
plan may exclude an employee who
is within five years of normal re-
tirement age under the plan when
an employee is first hired. Such
employees are taken into account,
even though otherwise excludable,
in determining whether the plan
satisfies certain minimum coverage
requirements.

Benefit accruals. Present law
specifies certain requirements with
respect to the rate at which bene-
fits are accrued (i.e., earned) under
a pension plan. These benefit ac-
crual rules generally prevent the
backloading of benefit accruals by
specifying a minimum rate of ben-
efit accrual for each year of plan
participation.

A defined benefit pension plan is
not required, under ERISA or the
Code, to provide for benefit ac-
cruals for individuals who con-
tinue to work after the normal re-
tirement age under the plan. In
addition, under the suspension of
benefit rules, benefits payable
under a defined benefit plan are
not required to be adjusted if an
employee's benefit payments do
not commence at normal retire-
ment age. Plans that do not comply
with the suspension of benefit
rules are required to provide bene-
fits that are actuarially equivalent
to the benefit payable at the nor-
mal retirement age.

Commencement Of benefits.-
Under present law, benefit pay-
ments are required to commence to
an employee not later than the 60th
day after the latest of the close of
the plan year in which (1) the em-
ployee attains the earlier of age 65
or the normal retirement age under
the plan, (2) the 10th anniversary
of the year in which the employee
commenced participation in the
plan, or (3) the employee separates
from service with the employer.
Therefore, present law permits a
pension plan to provide that bene-
fits are not payable until an em-
ployee separates from service. If
a payment is delayed, however, the
benefits paid at the time of separa-
tion from service are to be ac-
tuarially increased to take into ac-
count the employee's age at
retirement unless the plan has
adopted a suspension of benefits
provision.

Suspension Of benefits. Under
present law, a pension plan may
provide for the suspension of bene-
fits when a retired employee is re-
employed by the same employer or
certain affiliated employers in the
case of a single-employer plan. In
the case of a multiemployer plan, a
plan may provide for the suspen-
sion of benefit payments when a
retired employee is reemployed in
the same industry, in the same
craft, and in the same geographic
area covered by the plan.

Benefits not paid by a plan dur-
ing a period of re-employment are
permanently forfeited, rather than
merely suspended. Present law
provides that a pension plan (other
than a multiemployer plan) may
provide for such a forfeiture if (1)
the employee has had at least 40
hours of service a month with the
employer maintaining the plan, (2)
the plan provides proper notice to
the employee of the suspension,
and (3) certain other requirements
are satisfied. Similar requirements
apply to multiemployer plans.

If the requirements for suspen-
sion of benefits are not met (or if
the plan does not provide for a sus-
pension of benefits), the plan may
still delay the payment of benefits
until the employee who has
reached normal retirement age
separates from service. However,

Continued on next page
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in this case, section 411 of the Code
and Revenue Ruling 81-140 require
that, if payment is delayed, the
benefits paid at the later date (i.e.,
actual separation from service)
must be actuarially increased to
take into account the employee's
age at retirement. This increase is

required to avoid a prohibited for-
feiture of benefits.

House bill

No provision.

Senate amendment

The Senate amendment amends
ADEA, ERISA and the Code to re-
quire a plan to provide for benefit
accruals and contributions with
respect to an employee's years of
plan participation after normal re-
tirement age. Under the Senate
amendment, a defined benefit plan
may not provide that an em-
ployee's benefit accrual or contri-
bution is suspended or the rate of
an employee's benefit accrual or
contribution is reduced solely be-
cause of the employee's age before
the employee accrues the maxi-
mum normal retirement benefit
under the plan.

The provision requiring that
benefit accruals may not be
suspended or reduced does not
apply if a defined benefit pension
plan provides that an employee's
retirement benefit is actuarially
increased to reflect the payment of
benefits after the attainment of
normal retirement age.

A defined benefit pension plan is
not treated as failing to satisfy the
benefit accrual requirements
merely because the plan (1) ex-
cludes an employee from plan par-
ticipation if the employee is hired
within five years before normal re-
tirement age under the plan, or (2)
imposes a limit on the benefits that
the plan provides or on the number
of years of service or plan parti-
cipation taken into account in cal-
culating an employee's benefit
under the plan. In addition, a tar-
get benefit plan may exclude an
employee from plan participation
if the employee is hired within five
years before normal retirement age
under the plan.

A defined benefit contribution
plan satisfies the benefit accrual
requirements if the plan provides
that employer contributions (or
forfeitures) allocated to an em-
ployee's account are not suspended
or reduced on account of the em-
ployee's age. In addition, a defined
contribution or target benefit plan
may provide a limitation on the
amounts allocated to an employee's
account or on the number of years
for which amounts are allocated to
an employee's account.

The Senate amendment provides
special rules in the case of a plan
that provided (on the date of en-
actment) for the distribution or
commencement of distribution of
the entire interest of an employee
under the plan on or after the at-
tainment of normal retirement age
without regard to whether the em-
ployee has separated from service
with the employer. Under this spe-
cial rule, a plan amendment to
postpone the date of commence-
ment of benefits under the plan,
which is adopted within the 12-

" month period following the date on

which the provisions of the Senate
amendment become applicable to
the plan, is not to be treated as
violating the rule that previously
accrued benefits may not be re-
troactively reduced.

In the case of an integrated plan,
the Senate amendment provides
that the plan is not to be consid-
ered discriminatory merely be-
cause, in the case of an employee
who has attained normal retire-
ment age under the plan, the plan
provides for a rate of benefit ac-
crual or allocations to an em-
ployee's account (including retire-
ment benefits created under state
or federal law) that does not ex-
ceed the rate of benefit accrual or

allocations under the plan in the
case of an employee who has not
attained normal retirement age
under the plan.

Effective date. Under the Sen-
ate amendment, the provision is
effective with respect to employees
who are employed after Dec. 31,
1988, with respect to accrual com-
putation periods beginning after
Dec. 31, 1986. In the case of em-
ployees not employed after Dec. 31,
1988, the provision applies to ac-
crual computation periods begin-
ning after Dec. 31, 1988. A special
effective date applies to collec-
tively bargained plans.

Under the Senate amendment,
plan amendments required by the
provisions are not required to be
made before the first plan year be-
ginning on or after Jan. 1, 1989, if
(1) during the period after the
amendment takes effect and before
such first plan year, the plan is
operated in accordance with the
requirements of the Senate amend-
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Who provides fast and complete

answers to your questions on structured

settlements?

Who offers same day quotes and

same-day answers to your current cases?

Who wants you to call Myles

McDonald at 1-800-344-4041 or

Who can help you settle cases on

1-215-565-8580 in PA for additional
appeal?

. . ) information about our comprehensive
Who is a client-oriented problem

structured settlement services?
solver who acts as a member of your
negotiating team?

Who offers innovative solutions that

best meet the needs of defendants?

Huver&Associates

that's who!

Ht Huver & Associates, Inc.

STRUCTURED SETTLEMENT SPECIALISTS

610 East Baltimore Pike, Suite 200, P.O. Box 1850, Media, PA 19063

Wecouldwriteabookabout the

misconceptions people have about
mentalillness andits treatment.

hospitalization, as well as full inpatient care?

In addition to many levels of care, these
specialty hospitals offer programs tailored for
children, adolescents, and adults, as well as
providing chemical dependence and eating
disorder prograrns.

Some say the cost of that special care is
high. But the cost of pretending the problem

oesn't €XiSt is much greater. An illness
which has been estimated as a $55 billion a
year problem for industry is one you can't af-
ford to ignore.

Right now the NAPPH has available a
limite number of copies of a study which
effectively analyzes the direct and indirect
costs of mental health insurance coverage. If
there's a chance that this data might help you
to better evaluate mental illness benefits for
your employees - then you owe it to your
company to send for your confidential copy of
this study.

There's still a whole lot of ignorance
about mental illness. But you don't have to be

a victim of it.

- il exist in
?Fgﬁmgr@%gé%%ﬁ%\%@ ﬁ%e%]} become WeWrote ThisOnelnstead

P Rlihol8 10rof
sist about the
ceive in today's

lubs" instead:?

MISCONCEDtions still per--ahiout-actual.casts.for. treatment,

ality of care that patients re- 1 corwinment.
pecialty psychiatric hospitals, _-

It clears up a lot of misinformation

and especially about the costs of that care. To ™
the indlvidual“and his family. To his employer. | .

AnNd to the

iINsurer. 1

For instance, did you know that all mem- | Con}Bj.m>

ber. hospitals of

Private P§[¥

the Joint Com

the National Association of | dress. , ,
chiatric Hos ,|taTs are accredited b jc.m Stat%a%igams

( ssion on Accredidation of{The National Associatiorf 0
Hospitals? Or that most of these hospitals |

provide outpatient, day treatment and partial 1-

Private Psyc

itals
319 F ST. N.W. « Washington, DC 20004 - (202) 393-8

700

The Naonal Associdon of Private Psychiatric Hospitals



Budget act

Continued from previous page
ment, and (2) the plan amendment
applies retroactively to the period
after the amendment takes effect
and before the first plan year for
which the provision is effective. A
pension plan is not treated as fail-
ing to provide definitely determin-
able benefits merely because it op-
erates in accordance with this
delayed plan amendment provi-
sion. The Senate amendment re-
quires the Secretary of Labor or
the Secretary of the Treasury to
issue final regulations with respect
to the provision by Feb. 1, 1988.

Conference agreement
The conference agreement gen-
erally follows the Senate amend-
ment with certain modifications.
Reasons for change. When both
the ADEA and ERISA were en-

acted, authority for the adminis-
tration and enforcement of both

laws was the responsibility of the
secretary of labor. Presidential Re-
organization Plan No. 1 of 1978
transferred the authority for
ADEA from the secretary of labor
to the Equal Employment Oppor-
tunity Commission (EEOC), effec-
tive July 1, 1979.

Prior to that date, the secretary
of labor issued an amendment to
the Interpretive Bulletin on Em-
ployee Benefit Plans, 29 C.F.R
860.120(f)(2)(ii) (relating to the ap-
plication of Sec. 4(f)(2) of ADEA to
employee benefit plans covered
under ERISA), which allowed em-
ployers to cease benefit accruals
and allocations to an employee's
account with respect to employees
working beyond the normal retire-
ment age under the plan.

On June 24, 1984, the EEOC an-
nounced that it intended to rescind
the Department of Labor's inter-
pretation and require employers to
continue benefit accruals and allo-
cations. In March 1985, the EEOC

REINSURANCE

unanimously approved proposed
regulations requiring such accruals
ani allocations. That proposed
regulation has not been adopted or
published in the Federal Register.

Disagreement exists as to
whether and to what extent benefit

accruals and allocations are re-
quired under ADEA, as currently

in Effect.

In the past three Congresses,
bills have been introduced to re-

quire employers to ccntinue bene-
fit accruals and allocations. Hear-
ings were held by the
Subcommittee on Labor-Manage-
ment Relations of the House Com-
mittee on Education and Labor on
Sept. 5, 1984, and by the Subcom-
mittee on Aging of the Senate
Committee on Labor and Human
Resources on Oct. 17, 1985, on
those proposals.

In general. Under the conference
agreement, benefit accruals or
continued allocations to an em-

ployee's account under either a de-
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fined benefit plan or a defined
contribution plan may not be re-
duced or discontinued on account
of the attainment of a specified
age. A plan may impose a limita-
tion on the amount of benefits pro-
vided under the plan or a limita-
tion on the number of years of
service or plan participation taken
into account. The conferees intend
that a plan should not be treated as
violating the general rule merely
because the plan limits benefits to
a stated dollar amount or a stated

percentage of compensation.

The conferees intend that the
provisions of ADEA, ERISA, and
the Code that are amended to pre-
vent the reduction or cessation of

benefit accruals on account of the
attainment of age are to be inter-
preted in a consistent manner and
do not intend any differences in
language in the provisions to cre-
ate an inference that a difference
exists among such provisions.

Under the conference agreement,
a defined benefit plan may offset
any benefit accruals required
under the general rule by the
amount of any adjustment in the
benefits payable with respect to an
employee attributable to a delay in
the commencement of benefit pay-
ments after attainment of normal
retirement age. A similar offset is
available with respect to plans that
provide for the commencement of
benefit payments occurring before
separation from service, but after
the attainment of normal retire-
ment age.

Under the conference agreement,
the rules preventing the reduction
or cessation of benefit accruals on
account of attainment of age are
not intended to apply in cases in
which a plan satisfies the normal
benefit accrual requirements for
employees who have not attained
normal retirement age. Under the
benefit accrual rules, the rate of
benefit accrual for an employee
may vary depending on the number
of years of service an employee
may complete between date of hire
and the attainment of normal re-
tirement age.

For example, under the frac-
tional benefit accrual rule, an em-
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several companies which have seen the
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purpose - a ‘captive' insurance company
in Jersey can reduce insurance costs
significantly.
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reinsurance market, and possible tax
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All is made clear in our booklet
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spells out the advantages, the procedures,
the legal situation - and how we can
help you.
It is required reading for anyone

in Jersey

experiencing the growing burden of
insurance costs. To receive a copy, just

write to Mr. Royan Ellis, Managing
Director, Samuel Montagu & Co. (Jersey)
Limited, P.O. Box 335, Queen's House,
13-15 Don Road, St. Heller, Jersey,
Channel Islands. Telephone: 0534-79004
lorfill in the coupon.

Samuel Montagu & Co.
(Jersey) Limited.

ployee may accrue a benefit rat-
ably for each year of service
between the employee's date of
hire and the employee's attainment
of normal retirement age. If a plan
has a normal retirement age of 65,
under this fractional rule, an em-
ployee who is hired at age 45
would accrue the normal retire-
ment benefit between age 45 and
age 65 (normal retirement age).
Thus the employee would accrue
the benefit over 20 years. On the
other hand, an employee with the
same salary hired at age 55 would
accrue the same normal retirement
benefit over 10 years (the number
of years between the date of hire
and normal retirement age). In this
example, when both employees
have completed five years of ser-
vice, they will have different ac-
crued benefits because of the dif-
ferent rate of benefit accrual for
each year of service. The conferees
do not intend that the plan is to be

treated as violating the general
rule that benefit accruals cannot

be reduced or ceased on account of
the attainment of age merely be-
cause a younger employee has a
lower accrued benefit than an
older employee with the same
number of years of service.

Exdusion from participation.
The conference agreement elimi-
nates the provision in current law
that permits an employer to ex-
clude from participation under
certain plans employees hired
within five years of normal retire-
ment age.

The conferees believe that modi-
fication of the existing law in this
way is consistent with the overall
objective of the provisions to as-
sure that employee benefit plans
do not discriminate on the basis of
age.

The conferees recognize that re-
peal of this rule may have the ef-
feet of increasing an employer's
minimum funding requirements
significantly for employees hired
within five years of normal retire-
nnent age. In order to ease this ef-
feet, the conference agreement
provides that a plan may extend
the normal retirement age speci-
fied in the plan with respect to in-
dividuals who begin employment
with the employer after attaining a
specified age that is not more than
five years before the normal retire-
ment age under the plan. With re-
spect to any such individual hired
after the effective date, a plan may
provide that normal retirement age
may be no later than the fifth an-
niversary of the time such partici-
pant commenced participation in
the plan.

Target benefit plans. The treat-
ment of benefit accruals under a
target benefit plan for employees
who have attained normal retire-
ment age is to be provided under
regulations issued by the secretary
of the Treasury. The conferees ex-
pect that such regulations will
provide that a plan is sufficient to
provide the target benefit.

Highly compensated employees.
The conference agreement requires
the Treasury to promulgate regula-
tions that prescribe specific cir-
cumstances under which the bene-
fit accrual and allocation
requirements imposed by this
amendment shall not apply to
highly compensated employees.
The conferees believe that such
regulations are necessary because,
in some situations, the require-
ments for continued benefit ac-
cruals or allocations may result in
prohibited discrimination in favor
of highly compensated employees.

While it is generally the view of
the conferees that discrimination
problems should be resolved by in-
creasing the accrued benefits or al-
locations attributable to non-
highly compensated employees, the
conferees understand that there
may be circumstances under which
such increases could (if made) re-
sult in violation of other plan qual-
ification requirements specified in

Continued on nezt page
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Section 401(a) of the Code (includ-
ing contributions and benefits), or
require employer contributions in
excess of the deductible limits spe-
cified in Section 404 of the Code.
In such cases, the regulations are
to provide methods for excluding
highly compensated employees
from the continued benefit accrual
or allocation requirements.

Integration of benefits. The con-
ference agreement does not follow
the Senate amendment with re-
spect to the special rules for in-
tegrated plans. The conferees be-
lieve that the new integration rules
for qualified plans under the Tax
Reform Act of 1986 make such spe-
cial rules unnecessary because a
plan is permitted under the Tax
Reform Act to modify or reduce
benefit accruals after a specific
number of years of service. Thus,
an integrated plan could avoid vio-
lation of the general benefit ac-
crual requirement by ceasing ben-
efit accruals after 35 years of

service.

The conferees intend that Trea-
sury regulations with respect to
these provisions are to include spe-
cial rules for periods during which
the integration rules adopted in the
Tax Reform Act are not effective.

Suspension of benefits. The con-
ference agreement does not alter
the rules of existing law concern-
ing the suspension of benefit pay-
ments to employees who are re-
employed after attaining normal
retirement age. Accordingly, a de-
fined benefit plan complying with
the suspension of benefit rules is
required to provide additional
benefit accruals but would not
have to recommence payments
until the employee actually retires
(unless the provisions of Section
401(a)(9) of the Code require the
commencement of benefits because
the employee has attained age
7092).

For example, if a plan provides a
benefit of $10 monthly per year of
service and an employee has 10
years of service at the plan's nor-
mal retirement age of 65, then the
employee is entitled to receive a
benefit of $100 a month if he or
she retires at age 65. If, however,
the retiree is re-employed after age
65 and the plan contains a suspen-
sion of benefits provision, the plan
is not required to pay any benefits
during a period of reemployment,
assuming the requirements for sus-
pending benefits under the Code
and ERISA are satisfied. Pursuant
to the conference agreement, the
plan is required to provide an ad-
ditional benefit of $10 per month
for each year of service after age 65
(until the employee has the maxi-
mum number of years of service for
which credit is provided under the
plan).

Thus, at age 66, the retiring em-
ployee is entitled to receive a bene-
fit of $110 a month but, if the
employee is re-employed, the $110
may be forfeited under the suspen-
sion of benefit rules. Similarly, if
the employee is to receive a benefit
of $120 at age 67 and the employee
is re-employed the amount payable
may be forfeited for the period of
re-employment if the plan contains
a suspension of benefits provision.

As under present law (Code Sec..
411), a defined benefit plan must
provide actuarially increased ben-
efits if the suspension of benefit
rules did not apply or were not ap-
plied. In such a situation, a plan
will fail to satisfy the requirements
of this amendment unless it pro-
vides each participant with addi-
tional accruals.

However, the conference agree-
ment provides that benefit adjust-
ments provided under the plan to
take account of the delayed com-
mencement of benefits are to be
credited to the additional accruals
otherwise required.

Thus, the value of benefits upon
the actual commencement of bene-

fits would effectively offset the ad-

ditional accruals that are other-
wise required under the plan.

If a plan pays retirement benefits
to an employee who continues
working after attainment of nor-
mal retirement age (and, therefore,
neither suspends nor actuarially
increases benefits upon later sus-
pension from service), the provi-
sion of such benefit payments are
in effect equivalent to the provi-
sion of an actuarial increase in
benefits under a plan that delays
the commencement of benefits
(without satisfying the suspension
of benefit rules). Accordingly,
under the conference agreement,
such a plan could offset the addi-
tional accruals required by this
amendment by the value of the ef-
fective actuarial increase in bene-
fits. The conferees intend that the
Treasury will provide guidelines
for computing the offset.

Ezception for certain early re-
tirement benefits. Under the con-
ference agreement, an exception is
provided to the rules relating to

At Tifco, our execution is
purposeful. Precise. Our computer-

ized billing and account status system
gives you the information you need

continued benefit accruals with re-
spect to benefit accruals to the ex-
tent they are attributable to subsi-
dized early retirement benefits.
The conferees intend that similar
exceptions generally are to be pro-
vided with respect to other types of
benefits, such as disability benefits
or Social Security supplements,
which are payable before normal
retirement age or the conditions of
eligibility for which are not deter-
mined on the basis of age.

Age Discrimination in Employ-
ment Act. It is the intention of
the conferees, in adopting the
amendments to ADEA (new Sec..
4(i)), that the requirements con-
tained in Section 4(i) related to an
employee's right to benefit ac-
cruals with respect to an employee
benefit plan (as defined in Sec..

3(2) of ERISA) shall constitute the
entire extent to which ADEA af-

fects such benefit accrual and con-
tribution matters with respect to
such plans on or after the effective
date of such provisions (as de-
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scribed in the provision).

Effective date.-The conference
agreement clarifies that the
amendments apply to plan years
beginning on or after Jan. 1, 1988.
Such amendments do not apply
with respect to any employee who
does not have an hour of service in
any plan year to which the amend-
ments apply. The provisions relat-
ing to the repeal of the provision
that permits certain employees to
be excluded from plan participa-
tion are effective for plan years be-
ginning on or after Jan. 1, 1988,
with respect to hours of service on
or after Jan. 1, 1986. However,
hours of service prior to Jan. 1,
1988, shall be taken into account
for purposes of Section
410(@)(1)(A)(ii)) and Section
202(@)(1)(A)(ii)) and Section
202(a)(1)(B) of ERISA.

The conference agreement also
limits the special effective date for
plans maintained pursuant to a
collective bargaining agreement to
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employees covered by such agree-
ments. The conferees recognize
that, as a result of the delayed ef-
fective date applicable to employ-
ees covered by a collective bar-
gaining agreement, there may be
situations in which a plan covering
both employees who are covered by
the agreement and those who are
not so covered will be subject to
two different effective dates. To
the extent that the two effective
dates may cause the plan to be
considered discriminatory, the
conferees intend that the Treasury
will provide special rules ensuring
that a plan will not fail to satisfy
the non-discrimination require-
ments applicable to qualified
plans, merely on account of the
different effective dates.
Interagency coordination.-The
secretary of labor, secretary of the
Treasury, and the Equal Employ-
ment Opportunity Commission are
to consult and coordinate with one
another in issuing such rulings and
regulations. 1

stand-out partners in helping you to
get where you want to be.
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ASHRM conference

Cooperation required
to heal malpractice ilis

By MEG FLETCHER

WASHINGTON-Doctors and
hospitals must work together more
closely if their efforts to "heal" the
medical malpractice crisis are
going to have any real effect, a
doctor says.

In spite of 10 years of work to
solve the problem, "we are not
really a great deal better off," Dr.
James S. Todd, a senior deputy ex-
ecutive vp with the Chicago-based
American Medical Assn., told the
recent annual conference spon-
sored by the American Society for

Healthcare Risk
Management.

"Negligence,

carelessness and

malpractice

» *'>» > does occur," he

added.

1\ In fact, as has

been the case

44 A during the pre-

vious decade,

Dr. Todd the four most

CcCOoOmImon rea-

sons doctors are sued for nnal-

practice continue to be diagnostic

errors, decision errors, wrong pro-

cedures and injuries from inad-

vertently administered drugs, he
said.

"l suspect we are not putting
the message in the proper terms,"
Dr. Todd said.

Consequently, the medical lia-
bility crisis continues and, despite
a few small gains, appears to be
getting worse, according to Dr.
Todd.

One of every four doctors will
be sued this year and 50% of all
obstetricians have been sued at
some time. And, the amount of
money sought in malpractice
claims has increased 95% between
1979 and 1983.

"The average jury award has
increased from $220,000 in 1974
to over $1 million in 1985," Dr.
Todd said. And, the incidence of
$1 million awards increased
1,200% in the last decade.

The cost of commercial medical
malpractice insurance continues
its seemingly never-ending cost
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After a decade of work

on malpractice issues,
'we are not really a
great deal better off,’
Dr. Todd says.

spiral, Dr. Todd said. Premiums,
which increased 45% in the past
two years, are expected to climb
25% to 30% annually in the future,
he said.

There is no simple solution to
the medical malpractice crisis, Dr.
Todd said.

But, he said that before solu-
tions can be considered, it is nec-
essary to replace some myths with
truth.

The truth, according to Dr.
Todd, includes:

* Bad hospitals and bad doc-
toi-s are not the only cause of the
medical malpractice crisis.

There are bad hospitals and bad
doctors who leave patients worse
off after treatment, but the prob-
lem does not exist to the degree
that the amount of litigation and
the amount of money paid out
would lead people to believe, Dr.
Todd said.

A report by doctor-owned insur-
ers claims that only 30% of all
medical malpractice cases have
merit, he noted.

A Florida study cited by Dr.
Todd showed that professional lia-
bility costs would be reduced only
about 5% if all doctors with two or
more malpractice claims were not
allowed to practice.

The most typical lawsuit in-
volves a doctor who is treating a
very sick patient with new equip-
ment that challenges the frontiers
of medical science, Dr. Todd
pointed out.

e The insurance industry is not
the sole cause of the problem.

*It's not an insurance scam," Dr.
Todd said. "The insurance com-
panies are taking a bum rap," he
said, adding that for the most part,
the losses reported by insurers in
malpractice lines are real and sig-
nificant.

A.M. Best Co., the Oldwick, N.J.,
insurance statistical and rating or-
ganization, says commercial insur-
ers are posting loss ratios of 140%
to 150% for professional liability
lines, according to Dr. Todd.

Even doctor-owned insurers ex-
perienced a $285 million under-
writing loss in 1985. And, state-or-
ganized joint underwriting
programs and patient compensa-
tion programs generally have se-
vere financial problems as well,
Dr. Todd said.

e There are severe problems
that should be corrected in the
current U.S. litigation system.

"Many deserving patients who
are badly injured and are the vic-
tims of negligence get nothing,"
Dr. Todd said. "Patients with mar-
ginal injuries get huge amounts of
money.

'Five percent of the claims get
50% of the dollars," he said, ad-
ding that 70% of the malpractice
cases filed result in no payment
to the plaintiff, but represent a sig-
nificant amount of defense costs
for doctors, hospitals and insurers.

Only 20% to 25% of the dollar
amounts awarded in malpractice
cases winds up in the hands of
mjured patients, while 75% to 80%
is spent for "friction" costs, in-
clu(ling attorneys' fees, court costs
and the cost of operating an insur-
ance company, Dr. Todd said.

A report by Rand Corp. says 52%

Continued on next page
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of malpractice premium dollars
goes to compensate attorneys on
both sides of a case.

"l think that is scandalous,” Dr.
Todd said.

« The malpractice crisis makes
doctors timid.

Being sued can significantly
alter the character of both the doc-
tor and the hospital involved, Dr.
Todd said. For example, the med-
ical personnel can come to view
patients as adversaries, he said.

In response, they practice defen-
sive medicine, which is costing the
nation between $13 billion and $17
billion annually, he added.

They become less likely to use
new technology or medicines, and
doctors often limit their practice or
retire early, he explained.

For example, he said, the reluc-
tance of obstetricians to treat pa-
tients is partially responsible for
the fact that, for the first time in 40
years, more babies are being deli-
vered by midwives in Florida than
by licensed doctors.

The liability crisis is also having
a chilling effect on manufacturers,
who are less likely to introduce
new medicines and new equip-
ment.

O The crisis is not only the fault
of attorneys who are responding to
the public's expectations about
health care. Doctors themselves
have hyped patient expectations of
health care, Dr. Todd said.

However, Dr. Todd said, "The
greatest reality-probably the one
we can take the most comfort
in-is that we (doctors) are no
longer alone." All professions, in-
cluding clergy, are facing liability
problems that have been reported
nationwide and have led to an in-
creased awareness of liability
problems, he said.

In fact, a recent AMA survey
shows that awareness has led to a
marked change in public opinion
to a position favoring legislative
changes that would help doctors
and hospitals, Dr. Todd said.

In addition, federal agencies, in-
cluding th Justice Department
and General Accounting Office,
have been studying the profes-
sional liability situation, he noted
(BI, Sept. 29)

Recent preliminary recommen-
dations from a Justice Department
task force include returning to a
fault-based liability system; eli-
minating joint and several liability
and payment for non-economic
damages; providing for periodic
payments of awards; decreasing
the amount of a judgment by the
amount received from other

sources; limiting attorney fees; and
using an alternative dispute reso-
lution process.

But Dr. Todd emphasized that
while some help may be available
from outside sources, "the greatest
progress in professional liability
will be made by our own actions.”

ANd he said that if the medi-
cal profession is unsuccessful in
controlling the malpractice crisis,
the practiceof medicine and the
quality of health care in the United
States will suffer.

Doctors in 47 specialty societies
have contributed about $500,000 to
the AMA's National Specialty Co-
ordination Liability Project, which
he said is proposing a four-point
approach to coping with the mal-
practice liabi

ty crisis:

- Centralized data collection
and dissemination.

The AMA has established a
clearinghouse to set up a credi-
ble data base for information
about medical malpractice liabil-
ity, including a program in cooper-
ation with 35 doctor-owned insur-
ers to obtain reports on open cases
to identify loss areas and what can
be done about them.

The AMA also is publishing the
professional liability information
it receives in a newsletter format
and an annotated bibliography of
important articles.

- Development of a common

The greatest progress
in professional liability
will be made by our

own actions,’

according to Dr. Todd.

communication strategy.

Doctors need to educate patients
that there are limits to what can
be accomplished through the prac-
tice of medicine, so their expecta-
tions about treatment are not unre-
alistically high.

= Pursue tort reform.

The AMA is continuing to pursue
tort reform on both the federal and
state levels. However, while some
limited tort reform measures have
had tangible results, proposals in
many states are merely "window
dressing,” Dr. Todd said.

The AMA's goal is fair compen-

Continued on nezt page

ous:ness Insurance, aovemoer lu, 1,60 / 19

CONTINUITY STABILITY
CAPACITY

Excess & Surp/us Lines Brokers/Managing Genera/ Agents Since 1947

Hatboro, PA
215-443-3500

New York, NY
212-227-8606

Highland Heights, OH
216-449-0351

Chicago, IL
312-930-9060
Pittsburgh, PA

412-369-2500

Springfield, NJ
201-564-9633

Charleston, WV
304-342-4835

DELAWARE VALLEY UNDERWRITING AGENCY, INC.
A Member of the Penn Independent Corporation
Corporate Headquarters - 420 South York Road, Hatboro, PA 19040

ALABAMA

McGRIFF, SE[BELS & WILLIAMS, INC.
THAMES BATRE' MATTEI

ARIZONA

DEAN S. DAVIDSON INSURANCE AGENCY. INC.
ARKANSAS

REBSAMENINSURANCE

BRITISH COLUMBIA, CANADA
MOINTRA GROUP OF COMPANIES
CALIFORNIA

BARNEY & BARNEY

BOLTON AND COMPANY
WOODRUFF-SAWYER & CO

11

COLORADO
DAY, WEBB AND TAYLOR
CONNECTICUT
ARTHUR A. WATSON
FLORIDA
J. ROLFE DAVIS INSURANCE AGENCY. INC.
SEITLIN & COMPANY
GEORGIA
HAMILTON-DORSEY-ALSTON COMPANY
PALMER & CAY. INC
HAWAII
AMERICAN MUTUAL UNDERWRITERS. LIMITED
ILLINOIS
MACK AND PARKER. INC.
INDIANA
INSURANCE & RISK MANAGEMENT
1IowaA
LaMAIR-MULOCK-CONDON CO.
KANSAS
INSURANCE MANAGEMENT ASSOCIATES. INC.
KENTUCKY
POWELL-WALTON-MILWARD. INC.
LOUISIANA
GILLIS. ELLIS & BAKER, INC.
MAINE
MORSE, PAYSON & NOYES INSURANCE
MANITOBA, CANADA
RYAN AGENCY LIMITED
MARYLAND
EARLY. CASSIDY & SCHILLING, INC.
RIGGS. COUNSELMAN. MICHAELS & DOWNES. INC.
MASSACHUSETTS
FRED C CHURCH. INC.
MICHIGAN
GENERAL UNDERWRITERS. INC.
MINNESOTA
BRANDOW HOWARD KOHLER & ROSENBLOOM, INC.
MISSISSIPPI
FOX-EVERETT. INC
MISSOURI
THE DANIEL & HENRY CO.
a GILBERT-MAGILL COMPANY
NEBRASKA
THE HARRY A KOCH CO.
NEW HAMPSHIRE
KENDALL INSURANCE. INC.
NEW JERSEY
NATIONAL INSURANCE ASSOCIATES
NEW MEXICO
BUNDY. SELIGMAN & THOMAS
NEW YORK
JOHN F. CURRY AGENCY. INC.
HATCH-LEONARD/MARKIN-SHAW INC.
NORTH CAROLINA
COLLIER COBB & ASSOCIATES, INC.
oHIO
THE McELROY-MINISTER COMPANY
THE JAMES B OSWALD COMPANY
PICTON-CAVANAUGH, INC.
SCHIFF. KREIDLER-SHELL, INC
OKLAHOMA
McELDOWNEY, McWILLIAMS. DEARDEUFF & JOURNEY. INC.
ONTARIO, CANADA
TOWER-CHISHOLM FERGUSON LIMITED
OREGON
JEWETT, BARTON. LEAVY & KERN. INC.
PENNSYLVANIA
THE FRANKEL COMPANY
H.C. KNIGHT & CO.
QUEBEC, CANADA
P. BRUNET ASSURANCE. INC.
RHODE ISLAND
STARKWEATHER & SHEPLEY. INC
SOUTH CAROLINA
BOYLE-VAUGHAN ASSOCIATES. INC.
TEXAS
ORDWAY-SAUNDERS COMPANY
ROACH HOWARD SMITH & HUNTER
A JOHN L. WORTHAM & SON
UTAH
FRED A MORETON & COMPANY
VERMONT
KINNEY, PIKE, BELL & CONNER. INC.
VIRGINIA
DeJARNETTE & PAUL. INC.
HENDERSON & PHILLIPS. INC.
WASHINGTON
PARKER, SMITH & FEEK, INC.
WEST VIRGINIA
McDONOUGH-CAPERTON-SHEPHERD GROUP
WISCONSIN
LAUB GROUP INC.



Malpractice crisis

Continued from previous page
sation for negligently injured pa-
tients without increasing the cost
of medical care.

However, Dr. Todd said he fears
that reform of the current tort sys-
tem may not be sufficient, so the
AMA is working on proposal for an
alternative system of compensating
malpractice victims. Under this
system, fault will remain the basis
for awards, but fault will be deter-
mined through a separate, non-ju-
dicial system.

INn addition, determination of
fault will be separate from the
awarding of damages, stringent
risk management and doctor disci-

*Many deserving patients who are badly injured and
are the victims of negligence get nothing. Patients
with marginal injuries get huge amounts of money'
because of inequities in the current U.S. court
system, Dr. Todd says.

plinary procedures will be re-
quired and there will be legal im-
munity for some risk management
activity, such as reviewing and
disciplining doctors.

* Emphasize risk management
through behavior modification of
hospitals and doctors. "Risk man-
agement is indeed having an ef-

feet,” Dr. Todd said.

And, he said that because doc-
tors in different specialties have
different liability problems, mal-
practice errors should be corrected
with specific programs geared to
their specific disciflines rather
than the broad, general programs
already in use. Mm
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New name highlights
ASHRM conference

WASHINGTON-The eighth annual meeting of the American
Hospital Assn.'s risk management society included a the approval of
a name change for the group and a record attendance for the confer-

ence.

Following a vote of members at the meeting, the society changed
its name to American Society for Healthcare Risk Management from
American Society for Hospital Risk Management. Its acronym,
ASHRM, will remain the same.

The society's board of directors proposed the name change to
"more accurately reflect the society's membership as a result of
the diversification of the health care industry beyond the tradi-
tional acute-care hospital setting," according to a memo that ac-
companied the proposed change.

A record 700 people participated at the ASHRM conference,
which was held Oct. 22-25 at the Hyatt Regency Hotel on Capitol
Hill in Washington.

The conference was presented with the cooperation of the Mary-
land Society for Healthcare Risk Management and the Risk Man-
agement Division of the Hospital Council of the National Capital

Area.

R. Stephen Trosty, director of risk management for Lutheran
Hospital and Homes Society in Fargo, N.D., was chosen ASHRM
president-elect at the conference. He will serve as president begin-
ning in January 1988.

In addition, two people were elected to two-year terms on
ASHRM's board of directors.

The two new members of the group's board of directors are Lei-
lani Kicklighter, who is director/risk management with the Sisters
of Charity in Houston; and Roberta Carroll, who is risk manager/
trust administration for Premier Hospitals Alliance Inc. in West-

chester, Il
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Proposed sta n rds worry risk managers

By MEG FLETCHER physical plant and property, ob- and managerial expertise and

f606* sn s issu tainin eneral and professional staff education, he said
masagementsiandardsissbed by 1FOMINIION 01 KCC T3l ON OF HOSPIAIS TEQUIE ey overage and some har — e SEAL v o =ec e

ling of workers compensation there are structures for risk man-

the Joint Commission on Aceredi- - [ R* N1 I rminNijatthi n Sharing of - and employee benefits agement and quality assurance
tation of Hospitals are causing Risk managers point out that staffs to work together and share
hospital risk managers some con- gement facets of rlsk management include information, he emphasized
cern on two major fronts Incident or event reportmg, data A lack of such cooperation is a
In issuing the proposed stan- s collection and analysis, risk dis- banner to effective risk manage-
dards-which, if enacted, would - covery and evaluation and recom- ment, as are a lack of clinical In-
have to be met if hospitals are to be ) _ mendations for remedial action volvement, inadequate informa-
accredited-the JCAH is request- add'tional Info ation the JC brush" because the standards These components overlap into tion systems, lack of financial
ing information on hospital risk requests w'll not be adequately must apply to a wide range of several spheres of operation, support and lack of trustees' un-
management, including liability protected and could be a source of hospitals, from small rural ones to which worries risk managers derstan(ling and support.
exposures Liabdity large metropolitan complexes. However, the JCAH refuses to Too often, trustees hear about
However, hospital risk managers The JC says there 15 a need He also noted that the commis- resolve the "turf warfare" be- risk management only at budget

are worried about the lack of spe- for risk management require- sion is interested in rlIsk manage- tween hospitals' risk management time when the cost of insurance is
cifies in some JCAH requests and ments in its new proposed stan- ment only from the point of view and quality assurance personnel, going up, Dr Jessee said
about the ability of JCAH staff dards, which will replace existing of its impact on patient care. It is Dr. Jessee said. The potential con- Risk managers should realize
members to adequately protect the ones that have no explicit risk not concerned with other risk flict results from areas of overlap trustees can be allies because they
confidentiality of the additional management requirements. management-related functions, between the two disciplines, in- understand financial aspects of
information it is requesting about But, Dr Jessee said, "We tend including rlsk management's con- cluding comprehensive monitor- operating a hospital better than
liability-related incidents involv- to paint standards with a broad cern with protectmg a hospital's ing, Information analysts, clinical medical staff, he said
ing a hospital or its medical staff

In addition, hospital Ask manag-
ers are concerned that hospital of-
ficials may interpret the standards -3* -
as currently worded and ongoing >
JCAH educational programs as '
putting risk management under the r
control of hospitals' quality assur-
ance programs, thus diluting risk
management

The proposed standards require -

a hospital's officials to support ac- ri
tive involvement of medical staff in

risk identification, evaluation and _ 6

The standards relating to medi-
cal staff appointments add a re-
quirement that application forms
for doctors include questions about
voluntary or involuntary termina-
tions of medical staff membership
or voluntary or involuntary limita-
tions on privileges

Applications for reappointments - ) VI - e,

amheodsitnisto omruanrmveagaes -

ditional information about profes- T ,
sional liability claims, pending
challenges to a doctor's license or .
registration and voluntary or in-
voluntary termination or limita- — t
tion of medical staff membership -~ =
or privileges lit
Also, the proposals require for- .1)
mal administrative relationships e ’
and a sharing of information be- =rl=- Ar--s
tween a hospital's risk manage- —=.
ment and quality assurance staffs

Risk managers concerns sur- - 7%71 -
faced recently in both informal and Iy' li
, - 1Y

formal sessions at the national % 5 0 12 4
conference sponsored by the =
American Society for Healthcare mi- < I iti
Risk Management m Washington
Dr. William Jessee, vp for edu-
cation for the — o rL-4j-
Chicago-based  _ _ _ _ _ _
JCAMH, tried to
allay nsk man-
o agers' fears at a
formal session
by describing
the proposed - - - -
standards as 4
long fuse with a - = . -
short bang " .
Dr. Jessee The standards
should not re-
quire new rilsk management acti-
vities for about 75% of all hospi-
tals, he said
James F. Holzer, ASHRM presi- T
dent, urged the JCAH to empha-
size the distinction between risk
management and quality assur-
ance by retitling some educational
seminars and featuring a com-
plete definition of Ask manage- —
ment in a prominent place in the 1> A .
rules. r ’ 1 48
Mr Holzer 15 vp of loss preven-
tion and underwriting for the 1 *6.

Risk Management Foundation of e trOf New. RAKARD & CINTIN TIC.

the Harvard Medical Institutions
in Cambndge, Mass.
But Dr Jessee said after the " ICIB<ARLAT#: '3_71%(1’/0_44':49-AVL| li# C-i,ji, f.*Ng

session that only a glossary defi- | . 1 .

nition of risk management IS s{a Shiatt#-Da *11 FmAR'J * faif :ti Ftel#W,1

planned in keeping with the for- -*6014< 9119-p, 1

mat of other JCAH regulations.
And, he views as "specious"

risk managers' concern that the

3* erailtri.. "*,1,n"™ 4111***,96116.1*1, 5%4¢,4,11,4.,..19,t-1ifi,t.".6 *m=
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imize control over your health plan costs. Plus
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You can use our system to process claims
in-house with our full support, or pay claims on
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services. You can even have us pay claims for
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As a large claims adjudicator ourselves

(we process over $100 million in claims an-
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for you, too.

Ask for our free brochure
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service, call
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cos new Health Benefit Management System
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Hospitals will be helped,
hurt by Congress' actions

By MEG FLETCHER

WASHINGTON-Recently passed laws will both help and hurt health
care risk managers in their quest to find medical malpractice and direc-
tors and officers coverage for their institutions, experts say.

On the plus side, under the recent expansion of the Risk Reten-
tion Act, hospitals will be allowed to establish a risk retention group
in one state that can provide coverage for similar risks in other states.

This provides a chance to create a mechanism to supply liability cover-
ages for similar institutions, explained William H. Gill, an account execu-
tive with broker Gerald J. Sullivan & Associates Inc. in Chicago. Mr. Gill
was speaking at the annual meeting of the American Hospital Assn.'s
American Society for Healthcare Risk Management, held here recently.

But, he noted that only groups domiciled in one of the 50 U.S. states can
be considered risk retention groups, he said.

And Mr. Gill cautioned that federal authorities still have to issue
regulations on the details of the Risk Retention Act extension. "It is
all so new, we are all feeling our way," he said.

Another major piece of legislation enacted at the close of the congres-
sional session, the Tax Reform Act of 1986, will have a negative effect on
insurance costs for hospitals and doctors, he said.

Because the new tax law adds to the tax burden of commercial insurers,
those insurers are likely in turn to raise hospitals' premiums an additional
10% to 25%, he said. As a result, hospitals-some of which had pre-
mium increases of 200% or more last year but were anticipating increases
this year only in the 10% to 25% range--will see premiums climb 20% to
50%. And, about half of that increase can be traced to the impact
of the tax bill, he estimated.

In addition, the Tax Reform Act has "an enormous potential impact on
the desirability of captives,” Mr. Gill said.

For example, under the Tax Reform Act, the income from an off-
shore captive insurer may be taxable to its U.S. owners.

There are questions about how tax officials will treat non-profit cor-
porations that are captive shareholders, he said. In the worst case,
tax officials will have to determine whether income the non-profit insti-
tution gets from the captive is related or unrelated business income.

"If it is determined that it is unrelated business income, it would be
taxed at the corporate rate, even though you have not received the in-
come,” Mr. Gill said.

As a result of these questions, hospitals using captives to obtain liability
insurance should take a careful look at their situation, he said.

And, Mr. Gill said, the situation for hospitals and doctors is com-
plicated further by the fact that these federal changes are coming at a
time when underwriters increasingly are turning to claims-made forms.

He said the best claims-made forms approximate occurrence-based
coverage. The worst ones, which are used by Lloyd's of London un-
derwriters, include reporting stipulations that are "extremely difficult”
and require hospitals to have an elaborate internal system of checks and
balances to make sure the reporting requirements are met.

Mr. Gill said the proliferation of claims-made forms means that risk
managers should be especially careful to make sure there is no gap in
coverage caused by the use of non-concurrent forms, especially among
different layers of coverage.

"Make sure your broker is carrying a significant amount of errors
and omissions insurance,”" Mr. Gill suggested, adding that many bro-
kers do not.

In addition to the trend toward claims-made coverage, insurers are
moving toward including defense costs within limits, although the major-
ity of policies pay defense costs in addition to limits, said Rory K. Car-
vill, chairman and chief executive officer of R.K. Carvill & Co. Ltd., a
London reinsurance brokerage specializing in medical insurance business.
His comment was made after another session at the ASHRM conference.

Insurers are changing from occurrence to claims-made policies because
of the market's recent "disastrous" experience with third-party liability
losses, Mr. Caurvill says.

And, he said that even when the current hard market softens, insur-
ers will continue to be wary of liability insurance, especially in light
of the inconsistent and often excessive approach taken by U.S. courts
toward the issue of third-party liability.

To deal with this problem, he urged tort reform, especially setting limits
on awards, which will increase insurers' ability to predict losses.

In an interview, Mr. Carvill said he expects rates to increase 20%
to 25% for major medical malpractice insurance programs that are good
risks and already are part of an established insurance program. But, he
said rates will increase as much as 500% if the risk is not part of an
established program.

In addition to the problems with liability insurance, hospitals are
having trouble finding liability coverage for their directors and officers.

A typical hospital seeking to replace a three-year D&O insurance
contract may find a 50% decrease in available limits, if coverage can
be found at all, Mr. Gill said.

"Recently some hospitals have reported an availability of only $1
million over a $1 million self-insured retention when they have at-
tempted to renew their existing coverage,” according to an ASHRM report
released at the conference. However, significantly higher limits may still
be available in some markets, Mr. Gill said.

But, rates will be 700% to 800% higher than they were three years ago,
he said.

To get the most out of D&O insurance, risk managers should re-
quire that at least once or twice a year each director be required
to sign a statement that he or she is not aware of any claims, Mr. Gill
said. If the director is aware of a potential claim, he or she would
report it at this time, so the risk manager could report it to the hos-
pital's current insurer in the proper policy period.

Mr. Gill also urged that the language of D&O policies be written
so that any actions by a single director that would void his or her
coverage will not void coverage for all of the remaining directors.

In addition, the ASHRM report urged risk managers to support en-
actment of state legislation granting immunity to board members of
non-profit organizations.

"Recently the legislatures in the states of Tennessee, lllinois and Wash-
ington enacted such laws, with similar legislation pending in other
Srtate== ., """ thhrhe refpocort ss=aifd o -



Think like lawyers,’
risk managers told -

By MEG FLETCHER

WASHINGTON-Hospital risk
managers need to think like law-
yers to protect their institutions
from liability, beginning with the
process of screening doctors who
apply for practice privileges, a
lawyer advises.

Careful screening of doctors is
important because "negligent cre-
dentialing” will be alleged in every
malpractice case within the next
five years, Patti G. Zimmerman, a
hospital defense attorney, pre-
dicted during a workshop at the
American Society for Healthcare
Risk Management's annual meet-
ing in Washington last month.

"Plaintiffs’ attorneys are getting
a lot smarter," said Ms. Zimmer-
man of the firm of Smith, Somer-
ville & Case in Baltimore.

She said plaintiffs’ attorneys are
expanding their complaints
against hospitals because hospitals
are perceived as having a "deeper
pocket" than doctors, since the lia-
bility insurance crisis is causing
many doctors to carry lower limits
of malpractice insurance.

Plaintiffs' attorneys also are
seeking greater access to hospital
records, she said.

To shield the hospital from lia-
bility related to practitioner
screening, risk managers should
note that judges in several states
have ruled that hospital officials
must do more than merely discuss
the contents of the application
with the doctor who submitted it,
Ms. Zimmerman said.

Officials need to establish and
enforce "an in-depth, detailed in-
vestigation policy" to thoroughly
check information submitted by
doctors applying for practice privi-
leges.

The hospital should confirm an
applicant's medical degrees, li-
censes and letters of reference, as
well as probe the applicant's back-
ground for criminal convictions
and the status of medical malprac-
tice cases, if any, Ms. Zimmerman
said.

"Don't just take his or her word
for it,"” she warned.

And, any hospital that uses a
local medical society to screen ap-
plicants does not transfer its liabil-
ity for the applicant review process
to that third party, she noted.

In addition, the review process
should be just as strict for doctors
seeking reappointment to a hospi-
tal's medical staff, she said. Hospi-
tal officials should not just "rub-
ber-stamp" such applications, but
should make the doctors prove
they still deserve the privileges,
she said.

"It's your insurance that is at
risk," she noted.

Hospital risk managers should
realize that in most states a plain-
tiff's attorney can have access to a
doctor's application for privileges
during the discovery period of a
lawsuit, and that any negative in-
formation contained in it could be
used in the case against the hos-
pital, she said.

"Once they get into the file, they
can get most of it,” she said.

To protect the hospital in such a
situation, Ms. Zimmerman sug-
gested risk managers keep two sep-
arate files on doctor applicants:
one containing only the applica-
tion; the other including the re-
sults of hospital officials' back-
ground investigation.

And, each page of the investiga-
tion results should be stamped
"confidential medical review," to
strengthen a hospital attorney's
argument that state statutes allow-
ing for confidentiality of hospital
medical review records protect
those files from discovery, she

update
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cally evaluate performance and
document favorable evaluations
that support the decisions to keep
that employee on staff.

She suggested hospitals review
their medical professionals' per-
formance at least annually, and
more often if problems arise.

Hospital risk managers also
should be familiar with-and have
copies of-state statutes promoting
quality assurance, she said. These
statutes, which many states have,
describe which medical profes-
sionals are protected and the ex-
tent to which medical peer review
information is confidential.

Risk managers should make sure
that the hospital's bylaws reflect
the exact wording of the statute
and that those bylaws are adhered
to, she said.

For example, she noted that too
often hospital officials appoint an
ad hoc committee not sanctioned
by the hospital's bylaws to investi-
gate an incident that may result in
liability. Going outside the estab-
lished structure in this way makes
it more difficult for the hospital's
defense attorney to protect the
committee's reports.

Minutes of any medical review-
related meeting should list the
names of those attending and the
committee's conclusions, but not
"who said what," because if such
detailed minutes fall into the
hands of a plaintiffs' attorney,
critical comments-and the names

of the people who made them-
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The U.S. Capitol, which is undergoing renovation, was a fitting backdrop for the annual conference of
the American Society for Healthcare Risk Management, held in Washington Oct. 22-25.

make it easy to locate witnesses
sympathetic to the plaintiff's posi-
tion, Ms. Zimmerman said.

Only one file on a medical re-
view should be kept, and copies
should not be distributed, Ms.
Zimmerman warned.

If a potential liability-causing
incident occurs, the confidentiality
of hospital incident reports, which
are available to the plaintiffs dur-
ing discovery in some jurisdictions,
can be safeguarded by the consi-
stent use of certain procedures, Ms.

Zimmerman said.

The reports themselves should be
in a checklist format, with no room
for employees to write their judg-
ments or opinions. Investigation
reports and statements should be
attached to the incident report,
and no copies should be made of
the original file, she said.

The incidents should be handled
as much as possible as medical re-
view documents so they will be
protected by any state quality as-

surance statutes.
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She recommends that her clients
s-.amp all incident reports as confi-
dential memorandum to an attor-
ney, who is identified by name.
Those reports then should be sent

te, the attorney and stored in the
his or her office.

That approach allows the hospi-
tal's attorney to argue-with a
"straight face"-that. the incident
reports are medical review docu-
ments and therefore protected by
the doctrine of attorney-client
privilege, she said.

However, during discussion,
sime risk managers argued that
their attorneys either don't want to
keep the documents or are con-
cerned that a policy of sending
every incident report to the attor-
ney would be hard to protect on
tie grounds of attorney-client
privilege.

Incident reports also can be sent
to the hospital's insurer, but Ms.
Zimmerman recommended that, in
his case, each report be stamped
as a confidential memorandum and
tnat the date it is mailed be re-
—coraded. -
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Profit=sh

Employer contributions to
profit-sharing plans averaged 8.7%
of payroll in 1985, almost the same
as the 8.8%0 contributed in 1984,
according to the 29th annual Profit
Sharing Survey.

In fact, employer contributions
to profit-sharing plans have re-
mained virtually unchanged for the
past four years.

Employer contributions to
profit-sharing plans averaged 8.8%
in 1983, 8.9% in 1982 and 9.2% in
1981, according to the 1986 survey,
conducted by Lincolnshire, lll.-
based Hewitt Associates for the
Profit Sharing Council of America
in Chicago.

The survey, based on the 1985
experience of 437 companies, in-
cludes information on employer
contributions, investment perfor-
mance, asset management, costs,
turnover and other features of
profit-sharing plans.

Employer contributions to
profit-sharing plans varied by in-
dustry, the survey showed.

Contributions to profit-sharing
plans were highest among finance,
insurance and real estate employ-
ers, averaging 10.1% of total pay-
roll.

Lowest average contributions
were reported in the wholesale and
retail trades-7.7% of company
payroll.

Contribution levels for other in-
dustry groupings showed less
variation: 9.4% for durable goods
manufacturers; 8.9% for non-du-
rable goods manufacturers; 8.8%
for non-manufacturers; and 8.2%
for service industry employers.

Smaller companies tended to
make higher profit-sharing contri-
butions than larger companies, the
survey showed.

This may be because larger com-
panies, in general, also maintain
pension plans, according to a
spokesman for the association.

Among companies with fewer
than 100 employees covered under
the profit-sharing plan, contribu-
tions averaged 9.2% of payroll,
compared with 6.9% of payroll for
companies with more than 5,000
plan participants.

A large percentage of surveyed
companies-61%-allow employees
to contribute to the plan. Of these,
14% allow deposits to be made on a
pretax basis only; 51% allow de-
posits on an aftertax basis only;
and 35% allow deposits on a pretax
and aftertax basis.

Of these plans, 89% allow depos-
its on a voluntary basis, 9% re-
quire a specific deposit and permit
additional voluntary contributions
and 2% have mandatory contribu-
tions only.

Other highlights of the 1986
Profit Sharing Survey include:

* The larger the profit-sharing
fund, the more likely the employer
is to offer multiple investment ve-
hicles.

Among plans with more than $10
million in assets, 74%6 maintain
multiple investment vehicles, while
only 36% of the smalller plans use
more than one fund.

Where multiple funds exist, 76%
of employees control investment of
their own money contributed to the
plan, but only 46% frequently se-
lect investments for employer con-
tributions, according to the profit-
sharing plan survey.

« 1985 was a good year for
profit-sharing investments.

Among investment funds, diver-
sified equity funds posted the
strongest gains, returning an aver-
age of 24.0%. Balanced fund port-
folios produced average returns of
21.0%, bond funds advanced 13.3%
and guaranteed interest contracts
returned 11.9%.

Assets invested in company stock
also rose an average of 12.5%. On
the low end, cash equivalents
gained 8.8%.

= As in past years, outside in-
vestment advisers handled the tar-
gest portion of aggregate assets, or
30%o, followed by internal manage-
ment, 18%, bank fund managers,
16%, and insurance company fund
managers, 14%, according to the
survey.

 Only about one-third, or 35%,
of the companies surveyed are in
the process of installing, or intend
to install, a salary reduction plan
under section 401(k) of the Internal
Revenue Code.

However, most-69%6-of the

Smaller companies
tended to make higher
profit-sharing

contributions than

larger companies.

larger plans with 5,000 or more
participants already have in-
stalled, or intend to install, 401(k)
plans, the survey showed.
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aring contributions steady: Survey

Among smaller plans, with fewer
than 500 participants, only 23% al-
ready have installed salary reduc-
tion plans; 4% are in the process of
installing plans; and only 1% in-
tend to install a salary reduction
plan.

Overall, 16% of all companies
surveyed have not yet considered
installing salary reduction plans,
and 20% have decided against put-
ting in a plan altogether, according
to the survey.

e Overall, company-sponsored
Individual Retirement Accounts

are relatively rare.

However, company-sponsored
IRAs are much more prevalent
among companies with 1,000 or
more profit-sharing plan partici-
pants than among companies with
fewer than 1,000 profit-sharing
plan participants.

The complete 1986 Profit Sharing
Survey is available for $25, plus
$1.25 postage and handling, from
the Profit Sharing Council of
America, 20 N. Wacker Drive, Chi-
cago, lll. 60606; 312-372-3411.
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Last suits from arena roof collapse settled

By CAROL CAIN

CHICAGO-Insurers are ex-

pected to pay $3.64 million in the
settlements of the final three in-

jury lawsuits related to the 1979
roof collapse during construction
of a Chicago-area entertainment/
sports arena.

The settlements will tap into the
excess insurance layers of two of
the six defendants that settled last
month.

Five people were killed and 16

injured in the Aug. 13, 1979, acci-
dent at the construction site of the

Rosemont Horizon, located in the
village of Rosemont west of Chi-

cago.
Pretrial evidence showed that

beams supporting the roof were
supported laterally with lumber
secured by only 100 bolts, but were
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Get Out Of
The Liability
Claims Trap!

Liability claims have a way
of escalating faster than
any other type of claim.
What seems like a minor
incident can often mush-
room if left unmanaged.

Don't get caught in this lia-
bilityclaims trap... get pro-
fessional claims manage-
ment help from Gallagher
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business.

We never take a "wait &
see" attitude with your
claims. We aggressively
attack a claim the moment
it is reported. And, we don't
stop until it's settled.
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North, Vice President,
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'The risk isn't worth the reward,' said Erich Mees,
owner of Mees Engineering in LaGrange, 111., who is
in the process of closing down his business.
Insurance, lawyers-it's a farm. You're not insuring
loss; you're Insuring legal defense.’

supposed to be secured by mcre
than 1,000 bolts, plaintiff's attor-
neys said.

Cook County Circuit Court Judge
Donald O'Connell was expected to

formally approve three settlements
last week:

- $1.57 million to Herbert
Drummond, 61, an electrician who
suffered multiple fractures of beth
legs.

e $1.4 million to the family of
John Geib, a 30-year-old worker
who was killed in a fall whE n the
structure collapsed

* S675,000 to Miguel Marin. 33,

who suffered a broken hip in the
accident

More than a dozen defendants
had been named in the 21 lawsuits
that stemmmed from the construe
tion accident

Some of those defendants ini-
tiated the settlements, and six of
the defendants participated in
these final three cases, said
Charles Cole, a Chicago attorney
who represents defendant Lenlin

Lumber Co., which -s basedin
Franklin Park, Ill.

INn addition to Lentin Lumber.
the o:her defendants that settled
included the village of Rosemont.
Anthony Rossi & Associates, t.,e
architect: the project superviser
CST Construction Co ; and Mees
Engineering.

The exact amount that each de-
fendant will contribute toward
these settlements still needs to ie
worked out, according to Mr. Cole.

Michigan Mutual Insurance Co
in Detroit is the primary in:urer
for Lentin Lumber. M Cole said
But the firm's excess insurer
Fireman's Fund Insurance Co of
Novato, Calif. will have to pay
some portion of these I:nal settle-
ments, he added.

However, Mr. Ccle refused to
give limits or particulars of the
coverage.

And, Birmingham Fi-e Insurance
Co. of Pennsylvania in New York a
subsidiary of American IRterna-
tional Group Inc., is she primary

insurer on a policy naming the vil-
lage of Rosemont, the architect and
the project supervisor.

Chicago attorney Donald Segal,
who represents the village of Rose-
mont, said the excess insurer is
Holland-America Insurance Co., a
subsidiary of Mission Insurance
Co. in Los Angeles, which is in
conservation.

Mr. Segal also would not release
limits or other details about the in-
surance policies.

The financially troubled position
of Mission was taken into consid-
eration when the settlements were
reached, Mr. Segal said.

The lllinois Guaranty Fund is
not expected to be tapped to pay
any portion of these settlements
primarily for two reasons, Mr.
Segal said.

First, the outcome of the conser-
vation effort in California is still
"up in the air,"” Mr. Segal said.
And secondly, there is enough
money from the other defendants
to pay the settlements.

"We have settled within our pri-
mary limits. . . .The village will not
have to pay any portion, Mr.
Segal noted

The excess insurer for CST Con-
struction is Western Indemnity Co.
Inc., a subsidiary of Western Fire
Insurance Co. in Fort Scott, Kan.
The same insurer also was CST

Construction's primary insurer for
this accident.

CST Construction since has filed

for bankruptcy, but the bank-
ruptcy courts have held that insur-
ance policies are not part of a com-
pany's assets.

Therefore, Western Indemnity
still must pay CST Construction's
portion of the settlements, Mr.
Segal said.

The last defendant included in
these final settlements is Mees En-
gineering in LaGrange, lll., which
is owned by Erich Mees, an engi-

Since this is the first group of
settlements in which Mees Engi-
neering participated, only its pri-
mary insurance policy at the time
of the accident was involved, said
Maynard Steinberg, an attorney
for the company.

That policy was written by
Northbrook Insurance Co., which
later became Northbrook Excess &
Surplus Insurance Co. and no
longer is writing new or renewal
business.

Mr. Steinberg did not release
limits or details of the insurance
policy.

In a sense, Mr. Mees sees him-
self and his company as victims
of the 1979 roof collapse.

He currently is in the process of
closing down his business and
leaving the engineering trade-a
trade he has practiced for almost
30 years.

“"The risk isn't worth the re-
ward,” he said.

"Insurance, lawyers-it's a farce.
You're not insuring loss; you're in-
suring legal defense,” Mr. Mees
added.

Although the plaintiff's cases
have been settled, an "intramural
struggle"” remains among the de-
fendants, notes Terrence J. Lavin,
a Chicago attorney who repre-
sented the plaintiffs.

Except for Mees Engineering, the
defendants that settled these three

final cases also were involved in

settling the other 18 cases and are
expected to legally proceed against
five other defendants that were
named in the lawsuits, but did not
participate in the settlement ef-
forts, Mr. Segal said.

Those other five defendants in-
clude a concrete contractor, a
foundation contractor, an engi-
neer, a steel supplier and a wood
supplier.

Besides paying the settlements,
the six defendants also agreed to
reimburse portions of workers
compensation awards and medical
payments made to the three plain-
tiffs by two separate work comp
insurers, according to plaintiff's
attorney Mr. Lavin:

Those insurers are:

-Travelers Insurance Cos. in
Hartford, Conn., which paid in Mr.
Geib's and Mr. Marin's cases.

< Bituminous Insurance Co. in
Rock Island, Ill., which paid about
$170,000 over the years in total
disability benefits and medical
payments in Mr. Drummond's case.

Mr. Lavin also praised the skills
of Judge O'Connell, which led to
the attorneys "negotiating fairly
and in good faith."

However, Mr. Lavin asserted
that this group of cases is "proba-
bly the best argument” for the Illi-
nois Legislature to pass a "pre-
judgment interest" law, similar to
those in a handful of other states,
which require verdict awards to
automatically be increased to in-
clude interest.

Mr. Lavin believes such laws
provide incentive to resolve cases
more quickly

He also said this case is "a per-
feet example of why the tort sys-
tem, as it exists now, should not
be tampered with."”

"These workers were at the
mercy of contractors that decided
to short-circuit safety,” Mr. Lavin
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- "Explanation of Tax Re-
form Act of 1986" is the title of
and purpose behind a new publica-
tion from Commerce Clearinghouse
Inc. The 672-page book provides
a complete, authoritative explana-
tion of the many and complex pro-
visions of the sweeping measure
enacted by Congress last month.
Among the major areas affected by
the law and covered in the book
are: insurance products and com-
panies, financial institutions, pen-
sions and deferred compensation,
other employee benefits, Individ-
ual Retirement Accounts and em-
ployee stock ownership plans.
"Explanation" is available for $13
from Commerce Clearinghouse
Inc., Cash Item Department, 4025

W. Peterson Ave., Chicago, Ill.
60646.

= Corporate benefits manage-
ment audiocassettes are now
available from the International
Foundation of Employee Benefit
Plans. Nineteen recordings cover
such topics as administration of
employee benefit plans, health care
cost containment, flexible compen-
sation, 401(k) plans and retirement
plan design an funding. Cost of the
cassettes is $7 for foundation mem-
bers and $10 for non-members.
Order forms listing these and other
cassettes can be obtained by con-
tacting the Audiovisual Services
Department, International Foun-
dation of Employee Benefit Plans,
P.O. Box 69, Brookfield, Wis.
53008-0069; 414-786-6700.

= For the first time, recordings
of sessions and addresses made at
the National Council on Compen-
sation Insurance's legal seminar is
now available. "Current Trends
in the Legal Environment of
Workers Compensation” is the
title of the cassette series, recorded
at the Sept. 12 NCCI seminar in
New York. Cassette 246A-01 con-
tains welcome, introduction and
opening remarks by the Hororable
Richard Steingut. Cassette 246A-
02 covers "Wrongful Discharge
Trends in Workers Compensation”
and "Punitive Damages and Bad
Faith Issues in Workers Compen-
sation and Employers Liability."
Cassette 246A-03 contains a panel
discussion encompassing -Causa-
tion of Issues in Disease Cases,"
"Cardiovascular Accident Trends
in Workers Compensation, " ,AIDS
in the Workplace" and "Cigarette
Smoking-Workers Compensation
and Liability Issues.” Cassette
246A-04 contains "Medical Cost

Containment.” Cassette 246A-05

presents the luncheon address
"Federal Legislative Develop-
ments." A mock workers compen-
sation hearing is contained in cas-
sette 246A-06, -Factual
Situation-Emotional Stress in the
Workplace." The final cassette,
246A-07, contains -Stress-Orga-
nizational Perspective" and "State
Legislative Developments."” Each
cassette costs $9.95 plus $2 ship-
ping and handling per tape (maxi-
mum shipping costs $10). To order
contact Conference Copy Inc., 204
Avenue M, Brooklyn, N.Y. 11230.

= A health promotion/well-
ness program designed to im-
prove employees' health and to
lower corporate health costs is in-
troduced in a product summary
and sample report from Health-
quest. The Healthquest program
includes a detailed laboratory
analysis, a health risk assessment
and a personalized report. For free
information on this employee ben-
efit and health care cost-contain-
ment program contact Healthquest
division, Industrial Health Inc.,
543 Bryant St., Palo Alto, Calif.
94301; 415-321-7911.

= Aspen Publications has just
released a 90-page publication ti-

tled "Employee Benefits: Cost
Containment.”" Noting that the
latest figures from the U.S. Cham-
ber of Commerce show that em-
ployee benefit plan expenses now
amount to more than 36%b of the
average company's total payroll,
the book's authors discuss effective
management of pension fund
assets, pension plan terminations,
retiree medical benefits, financial
management of death and disabil-
ity benefits and flexible compensa-
tion. To order a copy send $20.75
to: Aspen Publishers Inc., 16792
Oakmont Ave., Gaithersburg, Md.

20877.

- "Evaluating Dental Capita-
tion Plans” is the title of a re-

search paper authored by Donald
S. Mayes, vp-dental affairs at U.S.
Administrators, and Patricia J.
Ibbs, principal at PJl Benefits. De-
signed to give guidance for those
who are considering buying such a
plan, the paper is written in a
question-and-answer format and
covers such topics as how dental
offices are selected, the minimum
number of enrollees and dental of-
fices, the dental experience needed
by an administrator and what per-
centage of dollars should be spent
on various services within the plan.
For a free copy of the paper, write

to PJI Benefits, 1215 Hightower

Trail, Suite C-140, Atlanta, Ga.
30338.

 The American Society for
Testing & Materials has published
“"ASTM Standards on Technical
Aspects of Products Liability
Litigation." Contained in this 14-
page book, a first edition, are four
standards designed to shorten the
product liability litigation process,
to reduce the cost of litigation and
to minimize delay in the process.
The book is aimed at the conduct
and practice of technical experts.
The cost to ASTM members is
$9.60, $12 for others. To order, or
to learn about other ASTM publi-
cations, contact the American So-

ciety for Testing & Materials, 1916

Race St., Philadelphia, Pa. 19103;
215-299-5585.

= A new health care cost-con-
tainment resource helps employees
take an assertive role in the health
care system. "Asking Questions for
Only the Best Health Care" is the
title of a new booklet from Krames
Communications that offers tips
for strengthening the communi-
cations process between em-
ployees and health care provid-
ers. Such topics as second
opinions, generic prescriptions,
non-medical treatment and sur-
gery are covered ih the booklet. A
wallet-sized card is included with

Continued on next page

Partnersni

lkb Our v- O O

Two competitors built the world's first

transcontinental railroad.

A sense of partnership created the
bond with our customers as well. For

Central Pacific started in Sacramento
and Union Pacific in Omaha.

After six years and 1,776 miles of
treacherous terrain, they met in Utah,
where two spikes, one gold and one
silver, marked their success.

Theirs was a partnership of tracks and
turmoil, explosives and experience,
surveys and survivors.

Together, they created a bond of iron
from ocean to ocean, and made our

nation a great commercial power.

almost a century we have joined with
people who share our commitment to
the most vital component of the risk
management process. Protection.

Your property insurance needs are met
with broad coverages and the options
you desire for your entire range

of exposures. Our unparalleled
engineering resources provide the loss
control and conservation property

programs to reduce exposures and
minimize losses.

Protection Mutual Insurance Company

300 South Northwest Highway
Park Ridge, lllinois 60068
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ALLIANCE INSURANCE GROUP
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Property and General Liability
(including Products)

on behalf of:

Alliance Syndicate, Inc.
(//linois Insurance Exchange)

Alliance General insurance Company

For information call:
Vince Puccio, Senior Vice President
1-800-572-4147 312-269-0099

150 South Wacker Drive « Chicago, IL 60606
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Continued from previous page

the booklet and contains questions
that can help employees become
better informed when visiting a
health care provider. A free sample
copy can be obtained by writing to
Krames Communications, Depart-
ment ASQ-6, 312 90th St., Daly
City, Calif. 94015-1898.

* "Private Review: Beyond Cost
Containment” is the title of a new
publication from the Hospital Re-
search & Educational Trust of the
American Hospital Assn. The pub-
lication examines new develop-
ments in the field of private re-
view, including current problems
and responses as well as likely fu-
ture developments. A copy of the
publication may be obtained by
specifying publication #696212
and sending $7.50 to AHA Services
Inc., Order Processing Department,
4444 \W. Ferdinand, Chicago, lll.
60624; 800-242-2626.

* "The 1986 Employee Bene-
fits Symposium Proceedings"
has been published by the Interna-
tional Society of Certified Em-
ployee Benefit Specialists. The
book contains edited texts of nine
presentations made in May at a
meeting of specialists in the em-
ployee benefits field in San Diego.
Topics covered in the book include
benefits in the future, current
issues with HMOs and PPOs, court
trends affecting retirement plans,

Your biggest

risk may
be having
the right

answer to
the wrong
problem.

Taking traditional

[ j>t()dn UUN.surnte

Is,*Pf' needs is like trying to

/ launch a space ship

with a match.The approach niay he
right, but the instrument is all wrong.

That:s why RFC's )-ears of
experience in developing sound,
structured facultatiw and treaty
cowrages, should be more impor-
tant to you than in-er betbre.

As risks become more complex,
and liability stretches r into the
future, >uu need an intermediary
who can help you analyze risks,
identify secure markets and negpti-
ate cowrages that offer practical
protection :It realistic rates.

So before y<)u get caught unpro-
tected, consult with the profes-
Sionals at any of RFC's network of
nationwide omces. *b'11 help Arm
weather the storms.

RFC

IN'I'ERMF.DIARIES. INC.

1117 Perimeter (:enter West. N-500
Atlanta, GA 303:38

(404) 392-9541

7'ELEX: 544030 RFCHQ A

Atlanta Chicago Dallas

Hartford l.os Angeles NewN,rk
Philadelphia San Francisco

legiilative/regulatory updates and
more. The cost of the book is $10
for ISCEBS members and $18 for
nin-members. It may be purchased
by contacting the ISCEBS, Publi-
cations Department, P.O. Box 209,
Brookfield, Wis. 53009-0209.

- The 1986 edition of "Workers

Compensation: What Those Han-
dling Insurance Need to Know"
has been published by Reed Sten-
house Ltd. The updated booklet
provides a concise explanation of
workers compensation legisla-
tion in Canada. Since the book-
let's first publication in 1981, a
number of changes have been im-
plemented, including: changes in
s.atus of domestic workers, who
now come under workers compen-
sation in Ontario if a certain
amount of hours are worked; in-
creases in the base amount used to
calculate benefits; and attempts to
hold employers liable for negli-
gently causing at-work injuries.
The booklet is priced at $4 and
may be obtained by writing to the
Insurance Institute of Canada, 481

University Ave., Toronto, Ontario
M5G 2E9.

* Two new guides on health care
information are now available
from the Coalition Clearinghouse
cn Business for Health Action.
"What Employers Should Know
About PPOs" is designhed to ex-
plain the latest alternative to con-
ientional health insurance-pre-
ferred provider organizations-and
the fastest growing type of health
care plan in the country. This
guide explains how PPOs differ
from other health care plans, the
advantages and disadvantages of
PPOs by type of sponsors, how to
evaluate PPOs and decide if they
are right or your firm and deliver
what they promise. In addition, a
glossary of selected health care
plan terms is included. Ask for
Publication No. 6939. In addition,
"A Guide to Sources of Health
Care Data" is the title of another
bock from the Coalition Clearing-
house. The guide provides sources
lor information about health care
facts and figures. Designed to save
lime in locating health care data,
the guide provides the name, ad-
dress and phone number of nearly
every organization and publication
that produces health-related sta-
tistics as well as a brief description
of specific data available from
each source. Sources include fed-
eral and state health agencies, re-
search and consulting firms, foun-
dations, health data publications
and more. Request Publication No.

6951. Each publication costs $15
and can be ordered by specifying
the publication number. Mail your
order to Publications Fulfillment,
U.S. Chamber of Commerce, 1615
H St. N.W., Washington, D.C.
20062; 301-468-5128. Make checks
payable to the Coalition Clearing-

house.

* Industrial Risk Insurers is of-
fering a new four-page folder that
encourages pre-emergency plan-
ning for computer facilities.
Recommendations include a review
of the facility's electronic data
processing operations and written
emergency plans for various dis-
ruptions in service-tornadoes,
floods, fires, arson or actions by
militant groups with explosives, to
name just a few. Risk managers,
computer personnel, insurance
managers and plant managers will
find the book of particular inter-
est. For a free copy contact Mrs.
P.A. Sasso, Industrial Risk Insur-
ers, 85 Woodland St., Hartford,
Conn. 06102; 203-520-7412.

= "Computer Security Ser-
vices" is the title of a technical

paper prepared by M&M Protec-
tion Consultants that describes the
company's services in the areas of
risk analysis, security programs,
data and communications security,
disaster recovery planning and
training and education. For a free
copy of the paper, write to M. Mus-
son, Manager-Computer Security
Consulting Services, M&M Protec-
tion Consultants, P.O. Box 14459,
515 Olive St., St. Louis, Mo. 63718.

e The American Society of
Safety Engineers has published an
80-page book titled, "Safety Man-
ual for Municipalities.” The
booklet provides a general look at
loss control procedures, in addition.
to safety measures for various ad-
ministrative departments, includ-
ing: waste treatment/pollution
control, police, fire and public
works. Single copies are availabl€
at the rate of $20 for ASSE mem-
bers and $25 for non-members
Prepaid orders only will be re-
ceived by Department F, ASSE
1800 E. Oakton Blvd., Des Plaines
1. 60018-2127.

Have a new report, booklet or pro-
motional brochure you'd like to
send to buyers of insurance? Busi-
ness Insurance will describe ma-
terial costing tess than $25 as al.
editorial service in the weekly Info
for Buyers column. Simply send 14;
a short description Of the materia’
to be offered, along with the cost
and a mailing address. Address at'.
contributions to Info for Buyers.
Business Insurance, 740 N. Rush
St., Chicago, m. 60611.

CAPACITY PROBLEMST

Cometo IE:m for H.E.L.R

PCM has a market for a "High Excess Liability Policy .*
offering limits of $25,000,000 attaching in excess of a
minimum level of $25,000,000.

CLASSES OF RISK CONSIDERED INCLUDE:
COLLEGES - SCHOOLS - CONTRACTING - STADIUMS

TRANSPORTATION - PREMISES/OPERATIONS
SPECIAL EVENTS

* Not Available in All States
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PCM =*»ESS, LTD.

130 William Street, New York, N.Y. 10038
Tel. 21 2-619-4900 - Telex 125721



Brokers on llE, NYIE
forming associations

By CAROL CAIN

Brokers for insurance exchanges
in lllinois and New York are join-
ing their counterparts in Florida in
creating broker associations.

Officers of the lllinois Insurance
Exchange Brokers Assn. were
elected during an organizational
meeting Oct. 29. The IIE's board of
directors approved the creation of
the association in August (BI, Sept.
1).

AnNnd, the New York Insurance
Exchange Brokers Assn. was for-
malized Oct. 30 with the election of
officers and a board of directors.
The group's bylaws also were ap-
proved that day.

A seven-member ex-officio com-
mittee had been working since late
summer to design the NYIE bro-
kers association.

The two new associations now
can match efforts with the IEA
Brokers Assn., which has been in
force for more than three years at
the Insurance Exchange of the
Americas in Miami.

There are 60 brokers on the
Miami exchange.

“We want to advise the un
derwriters of the exchange what is
salable in the field and what is
needed in the field," said Thomas
S. O'Brien, newly elected president
of the IIE Broker Assn. in Chicago
He also is senior vp of Swett &
Crawford Group.

The lllinois exchange is "up and
running,” Mr. O'Brien noted, and
brokers want to help it continue
"to flourish and grow."

The new association will bring a
collective voice of the producing
brokers to the exchange, Mr
O'Brien said, "to help make the
exchange's products more salable
and more viable.”

About 100 people, representing
75 of the lllinois exchange's 148
member brokers, attended last
month's organizational meeting,
Mr. O'Brien said, which illustrated
the enthusiasm and support of IIE
brokers.

Besides Mr. O'Brien, the other
officers of the IIE Broker Assn

* Vp Alison J. Renner, president
of A.J. Renner & Associates Inc.

* Secretary Hank Mueller, vp of
Avreco Inc.

e Treasurer Lynn M. Lamb, as
sistant vp of Intere Intermediaries
Inc.

Brokers at the New York Insur
ance Exchange formed the NYIE
association for similar reasons
There are 106 brokers on the New
York exchange.

"I think this is a big turning
point for the exchange," said Ste-
phen L. Gandley, who was elected
the association's secretary. Mr
Gandley added that the new group
will work toward "the preserva-
tion and continuation” of the ex-
change.

"We feel we should have certain
input to help it along,"” said Mr
Gandley, who also is president of
E&S Intermediaries Inc.

Joseph Fahys, president of the
NYIE, said brokers are the "back-
bone and source of business" for
the exchange, and creation of the
association will improve communi-
cation.

The NYIE's board of governors
endorsed the broker association
earlier this year, Mr. Fahys ex-
plained.

Besides Mr. Gandley, other offi-
cers of New York Insurance Ex-
change Brokers Assn. are:

* President Eugene Connell, as-
sistant vp of CedarPine Brokerage
Inc.

* Vp Wallter L. Harris, president
of Tannenbaum-Harber Co. Inc.

e Treasurer David Isenberg, se-
nior vp of David C. White Agency

Inc.

The New York brokers' associa-
tion, in addition to its officers, also
has a nine-member board of direc-

tors.

To avoid electing well-known
people who had little time for the
board of directors, members of the
ex-officio committee "tried to
bring across the point that we
wanted drones, not queen bees,"
Mr. Gandley said.

The association's bylaws stipu-
late that one of the nine board of
directors will-be an at-large mem-
ben There also will be two direc-
tors each to represent facultative
brokers, treaty brokers, direct or
retail brokers and excess/surplus
or wholesale brokers, Mr. Gandley
explained.
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SilA conference

New federal Iegislation favo rs
U.S. based self-insurers: Expert

By MICHAEL BRADFORD

DENVER-New laws that ex-
pand the federal Risk Retention
Act and overhaul the tax code will
give U.S.-based self-insurers a de-
cided advantage over offshore cap-
tive insurers, according to an at-
torney who specializes in
Insurance-re-
lated law.

Developments
in Washington
during the past .-.
year have pro—
duced "a theme <«<
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New York firm of Hughes, Hub-
bard & Reed.

"And that is: Commercial, legal
and tax forces at work are com-
bining to make the domestic self-
insurance industry increasingly
dominant" over offshore captive
insurance companies as a risk fin-
ancing alternative, he said.

Mr. Sarchio made his remarks
at the Self-Insurance Institute of

America's annual meeting in Den-
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The 1981 Risk
Retention Act was'not

taken advantage of to
any significant extent,’
Mr. Sarchio says.

ver last month.

The trend in Washington is
marked by the expansion of the
Risk Retention Act and the pas-
sage of the Tax Reform Act of
1986, Mr. Sarchio said.

President Reagan on Oct. 27
signed the expansion to the Risk
Retention Act, which allows spe-
cial multiple-owner captives to
operate nationwide to provide all
casualty coverages except worker
compensation to member-owners.
The act also pre-empts state laws
that prohibit employers from pur-
chasing casualty insurance on a
group basis.

The original 1981 law allowed
insurance buyers to band together
and form these types of captives,
called risk retention groups, to
purchase only product liability
and completed operations cover-
age.

The president signed the Tax
Reform Act of 1986 a week ear-
tier.

Although insurance buyers and
insurers are now tging to inter-
pret gray areas in the new Risk
Retention Act, the law apparently
is going to give domestic self-in-
surers an edge over offshore cap-
tive domiciles, according to Mr.
Sarchio.

"It's on everybody's list of try-
ing to figure out what it all
means," he said.

In comparison, although the
original Risk Retention Act
caused "a lot of hoopla for creat-
ing capacity for product liability
coverage," only a few groups were
formed under the act, he said.

The old act was "not taken ad-
vantage of to any significant ex-
tent," he said.

Mr. Sarchio, who helped draft
the Vermont law that allows the
formation of captive insurance
companies in the state, said an
"exciting feature" of the 1986
Risk Retention Act is "that unlike
the 1981 act, offshore risk reten-
tion groups are not permitted."

As a result, group captlve activ-
ity under the act will "likely be
confined to the U.S. at the ex-
pense of the offshore domiciles,"
he said.

However, he pointed out that
offshore groups formed under the
1981 act will likely be allowed to
continue operating.

"The offshore jurisdictions are
not thrilled,” about the ruling
that prevents risk retention

groups from forming in those
domiciles, he said.

Mr. Sarchio also said that an-

other blow to offshore captives
are the provisions in the new tax
law affecting income paid to
many captives' shareholders.

The tax law change will shut
down "a lot of hoop-jumping"
that occurred in the past, he said,
referring to previous tax law pro-
visions that allowed shareholders

of offshore captives deemed to be
non-controlled

foreign cor-

porations to

defer their tax

payments

until income is : Fi

actually paid

to them.

After the 1986 tax year, U.S.
shareholders of foreign insurers
that are at least 25% percent
U.S.-owned will have to imme-
diately pay current taxes on in-
come payable by the captive.

"The bottom line is most, if not
all, income will be taxable," to the
U.S. shareholders, Mr. Sarchio
noted.

But not all legislative assaults
on captives will be allowed to
pass quietly, he predicted.

He said he expects a challenge
to the "age-old problem of deduc-
tibility of premiums.”

In the past, U.S. courts gen-
erally have not allowed a com-
pany to deduct premiums paid to
a single-parent captive, he said,

But Mr. Sarchio said he believes
that the success of the Risk & In-
surance Management Society and
other groups in pushing the ex-
panded Risk Retention Act
through Congress will spur them
to challenge the deductibility of
premiums issue.

He said he expects those groups
to introduce legislation that
would "create a safe harbor for
the tax deductibility" of premi-
ums paid to a captive. -

PROPERTY AND
CASUALTY BROKERS
FOR EXCESS AND

o SURPLUS INSURANCE

TRAVIS-PEDERSEN

a nd Associates,

| NC.

100 South Wacker. Drive
Suite 1925

e

Chicago, lllinois 60606
Phone 312/372-3393

Telex 28-0436
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Pay attention to plan responsibilities: Expert

By MICHAEL BRADFORD

DENVER-Self-insured employ-
ers, third-party administrators and
insurance companies providing ad-
ministrative services for employee
benefit plans should be sure to
keep a close watch on their legal
responsibilities, says one observer.

"l cannot stress more that
whether you be employer, TPA or
insurance company, you must
watch today your legal responsibi-
lities," said George Gale lll, presi-
dent of Vested Benefits Inc., a firm
in Grand Rapids, Mich., that works
with employers and health care
providers in researching and de-
veloping cost-containment pro-
grams.

Mr. Gale told the Self-Insurance
Institute of America's conference
last month in Denver that some
TPAs feel they do not have fiduci-
ary responsibilities. But, he
warned, "l think they are making a
grave error.”

One reason TPAs and self-insur-
ers have to be more careful is the
scarcity of a single document that
outlines their legal responsibilities

pertaining to a benefit plan, Mr.
Gale said.

"Some time
ago...there
was a require- L/, A£331

they called the =RIlvimr-
plan docu-

ment,” said Mr. Gale. "And | was
sort of sorry they did away with
the plan document. The attorneys
were, too."

He said the plan document out-
lined legal rights and responsibili-
ties of all parties. It "truly ex-
plained what the plan was all
about. Yes, it had all the legalese in
it and everything else, but at least
it was a bona fide document.

"Basically that has been done
away with in many cases and
people are relying on the summary
plan description,” Mr. Gale said.
But, he said, the summary plan de-
scription is designed to explain the
plan to employees and does not do
a good job of outlining the role of
employers, TPAs and insurers.

Mr. Gale also gave his audience
advice on choosing an administra-
tive service for a self-funded plan.

Administration can be done in-
house, or by a TPA or insurer, he
noted. But, except for "huge orga-
nizations, and | mean very large,"”
administering a self-funded plan
completely in-house is not practi-
cal, he commented.

"What | see happening. . .is a
modified in-house. And | think it
makes a lot of sense,"” he said: In-
surers and TPAs can work with the
employer's in-house staff to com-
plete the administrative program,
which can make the entire program
more efficient.

Such administrators also get to
know their clients better. And, he
said, a good relationship between
client and administrator is a rare
and valuable commodity.

When an employer selected a
TPA 10 to 15 years ago, Mr. Gale
said, that TPA "was all things to
all people.” Some employers can
remember when a TPA "really was
a savior," he remarked.

But, he said, "That's all changed
today. The competitive nature of

this business is unbelievable. And

it has forced serviceability right
down the tubes.”

Because of the current competi-
tion among TPAs, many employ-
ers are choosing TPAs on the basis
of cost, and "they are making a
grave mistake,"” Mr. Gale warned.

Employers that keep changing
TPASs to find lower costs are not
sensitive to the fact that such fre-
quent change is upsetting workers,
Mr. Gale said. "We're beginning to
find reactions by employees who
are confused enough" by complex

benefits choices, he noted.

Such changes are "doing nothing
but causing utter confusion to the
employees of this nation by our
own desire to get the bottom dol-
lar. So | caution all of you to be
very careful as to whom you choose
as an administrator.

"And those of you who are ad-
ministrators, | would hope that you
would start to sell or market on the
basis of what you were before. And
the insurance industry must do the
same thing. You have forgotten
why you went into the swamp.
Now you are up to your you-know-
what in alligators."”

Mr. Gale also urged TPAs to in-
volve employers more in the ad-
ministration of their self-funded
benefit programs. Sometimes, he
acknowledged, the administrator
doesn't involve the employer "be-

Your insurance business is growing. And

cause the employer doesn't want
him to, and that's a shame."”

The administrator should work
with the employer so that "it is a
two-way street and the employer
knows what is going on."

The same care needed to choose
a TPA should be exercised in
choosing an insurer to underwrite
stop-loss coverage for a self-
funded benefit program, Mr. Gale
pointed out.

"l have seen major corporations
and top-notch TPAs deal with in-
surance carriers that | would be
very concerned about,"” he said.

Mr. Gale said too often major
corporations "certainly take a lot
more time in evaluating the type of
materials that they buy in the open
market so that the product they

turn out will be good," but spend
“Nno time in their decision as to

changing, So isthe difficulty of carrying

you can get on with your business.

what insurance company to place
their stop-loss business with."

Although choosing a TPA or in-
surer on the basis of cost can be
unwise, Mr. Gale said, there are
some things employers can do to
hold down the cost of a self-in-
sured benefit plan.

For example, he advised employ-

ers to consider raising health plan
deductibles.

One hundred-dollar deductibles
"probably went into effect in 1920.
It's worth about $6.40 today....
We've all waited too long to adjust
the $100 deductible,” he said.

Some plans have raised deduct-
ibles to as much as $500 or $1,000,
he said, adding, "Do you think that
doesn't raise a howl?"

But, he emphasized that "that's

the equivalent of a $100 deductible
when it first went into effect.”

the administrative functions which sup-
port it. What you need is one system to
handle it all. You need GroupFacts.

GroupFacts integrates rating, billing,
policy generation, remittance, commis-
sions, and reinsurance in a single data-
base. With system flexibility that puts you
in control of your information so that

Here's how GroupFacts works for you.
First it works online. With online enroll-
ments, the screen automatically displays
rates for comparison against agents'
quotes. Binderscan be instantly applied
against billings. You can even bill for
prior periods. And do all this imme- your load.
diately and accurately. To complement

the GroupFacts online features, daily

Ensco

NnNn a company of

But, Mr. Gale said he disagrees
with a trend to have employees pay
more of the premium.

1 kNnow I'm not in the main-
stream when | say that, but | still
think the wisest thing is for the
employer to pay the premium for
the employee and the dependent,
but then put provisions in the plan
that cover the employer" against
excessive plan costs.

For example, he said, employers
should be sure their plans have
coordination-of-benefits provi-
sions.

In conclusion, Mr. Gale empha-
sized that he is optimistic about
the future of administration of
self-funded benefit plans.

"It is cutthroat out there today,"
Mr. Gale said. "But don't you think
for one minute that the adminis-

trator is on the way out.” |

and monthly batch cycles for billing and
reports keepyour paperwork up-to-date,

We keep up with our business so that
you can keep up with yours. So if you're
tired of struggling with group adminis-
tration the old way, call us. We'll show

you the GroupFacts waytohandle

IMB Theoun&Bradstreetcorporation

1700 Broadway, NewYork, N.Y. 10019

(212) 765-8500
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Robert J. Hedges manages Intere's Bermuda
office. A senior vice president, he and his staff
are responsible for production and marketing of
reinsurance in this major insurance center. A
completely autonomous operation, Bermuda is

a key office and profit center in Intere's
international reinsurance business.
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i VISION CARE.... m

VSP HELPS

MARTIN MARIETTA
LOOK BETTER!

When a company like Martin Marietta looks al em-
ployee benefits... they look hard! They need cost control!
They need effective and easy administration! And they
need benefits that are attractive to their employees.

So, when Martin Marietta decided to include vision
care as part of their employee benefit program... they

chose

us!

We're Vision Service Plan... the nation's oldest and

larges

t provider of group vision care. Our plans provide

free choice of doctor, periodic vision exams, and lenses and
frames when prescribed. Out-of-pocket expenses are con-

trolled, administration is easy... and the cost is very
affordable!

Take a closer look at Vision Service Plan! For more
information and the location of the office nearest you. .. call

our tol

Nt

I-free number today.

VISION SERVICE PLAN
National Association

1795 Clarkson Road, Suite 350
St. Louis, Missouri 63017

1-800-325-8499

Tort system astray,
law professor asserts

By MICHAEL BRADFORD

DENVER-The remarkable thing about the nation's tort system is that
it works at all, says a law professor at the University of Minnesota in
Minneapolis.

Irving Younger, who also is a former judge, told those attending
a panel discussion on civil justice and the U.S.. tort system at the
Self-Insurance Institute of America's annual meeting in Denver last
month that the nation's tort system is "designed by no one in particular.”

Rather, it is "miscellaneous, it's incoherent, it's illogical-no one ever
sat down to design it," he asserted. "Instead, it has accumulated over the
years," since a judicial decision 136 years ago that first held that damages
could be awarded only if a defendant was found to be negligent.

Because of the way the U.S. tort system has developed, it is wrought
with problems, Mr. Younger summed up.

Another member of the panel agreed that the tort system has strayed far
from what its role should be.

Hugh Reynolds, a trial lawyer with the Indianapolis firm of Locke,
Reynolds, Boyd & Weisell, called the tort system "an injured victim" that
has "served this country very well until a runaway judiciary. . .has sought
to, and may indeed well have, killed that system."

Mr. Reynolds, who has 33 years of experience as a trial lawyer, said, "I
find it disgusting when | have to practice in a case where an obviously
negligent plaintiff can recover from a manufacturer who has done no
wrong in the sense that you and | would understand wrong to be."

Mr. Reynolds pointed out that in many such cases, a plaintiff can re-
cover damages after already being compensated from other sources,
and a manufacturer, although only as little as 5% responsible for the
loss, can be ordered to pay all darnages because of
joint and several liability.
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no place in our modern society."

Mr. Younger also voiced his displeasure with punitive damages.

The focus of punitive damages is "punishing the defendant in his
pocketbook by making him pay money simply because he was bad," he
said. "This is designed to see to it in the future that he will not be bad
again.”

But, there is too little guidance in determining punitive awards, Mr.
Younger said. "Do you know what the judge will say to the jury?
'If you think the defendant deserves to be punished, punish him.' They'll
dress it up in lawyers' language, but that's what it comes to."

Mr. Younger also noted that punitive damages in some cases may
become a thing of the past. Several states are considering legislation that
includes limits on punitive damages, he noted.

Mr. Reynolds said another step in correcting the current tort sys-
tem involves altering the current system of contingent fees.

"I would suggest to you that if our system is worth saving. . .itis
absolutely imperative that the contingent fee system provide to those
plaintiffs who cannot afford it, a lawyer,"” Mr. Reynolds remarked.

However, Mr. Reynolds said he agreed with Mr. Younger that in
many cases, contingent fees are much too high and lead to unfair compen-
sation for lawyers for the work they actually perform.

He suggested that courts take a greater role in determining law-
yers' contingent fees.

However, panelist Stephen A. Cozen, an attorney with the Phila-
delphia firm of Cozen, Begier & O'Conner, said he believes that tort
reform may not do much to solve the insurance availability crisis.

"Where a lot of tort reformers and | disagree is in the assertion
that long-term systematic relief will come about from fundamental reform
of tort law,” Mr. Cozen said. "And my assertion is that it will not."

Despite that, Mr. Cozen named a number of tort reform measures
he would like to see adopted.

"I am absolutely in favor of a return to a fault-based standard of
liability,"” he said. In addition, the Mr. Cozen said he favors tort reform
measures such as limits on non-economic damages like pain and suf-
fering and structured settlements of some awards.

"All of this should indicate to you that | am indeed in favor of
tort reform,” he noted. "But | do not agree with the popular illu-
sion that tort reform in and of itself" is the most important factor
in quelling the liability insurance crisis.

Mr. Cozen said that several other factors, including one significant
external factor and several "internal to the insurance industry,” have
driven the current insurance crisis.

The external factor "is traceable to the courts of the United States," he
claimed. "The single most influential factor in the present-day insurance
crisis, | suggest to you, is the continuing unwillingness of the courts of this
country to interpret insurance contracts in accordance with the intent of
the parties that entered into those contracts as far back as the 1950s and
the 19605."

Internal factors cited by Mr. Cozen that occurred during the past 10
years to help bring about the insurance crisis are:

« Cash-flow underwriting by insurers.

* Insurers’' inflexible long-term investments.

< Combined ratios of more than 140%6.

should be corrected.”

= The effect of interest rate fluctuations on insurer investments.

 Changes in availability and price of reinsurance.

"These are the internal factors which are at least as much respon-
sible for the insurance crisis today" as the tort system is, he said.

Mr. Cozen explained that his message "is that tort reform and tort
reform alone is neither the driving force behind the insurance crisis nor
the solution. Economic factors such as the fluctuation of interest rates,
supply and demand and the cost and expense of doing business are signifi-
cant factors in the present crisis."

But, he agreed that an important factor behind the current crisis is the
"failure of the court system to properly and consistently interpret the
insurance contract.™

Edward P. Holleran, president of ESIS Inc. in Philadelphia and a
director of the SIIA, moderated the first part of the panel discussion,
and Mr. Younger served as moderator of the second half. -



By MICHAEL BRADFORD

DENVER-Groups considering
forming association captives
should realize they will be prepar-
ing for the next insurance market
crisis, not this one, says an expert
in captive formation.

William S. Mcintyre, president
of Artex Insurance Agency Inc. in
Dallas, told a workshop at the
Self-Insurance Institute of
America's conference "a buyers'
market" will begin to develop for

property/casualty insurance in the
next 12 to 15 months.

"We learned to survive in a soft
market,"” he said. And four years
from now, "we'll be back into the
tight market," he added.

"You've got to be thinking in
terms of not doing something for
this crisis, but just saying, 'We've
learned our lesson, and we're going
to put together something to take
care of the next crisis.™

Mr. Mcintyre and other share-
holders formed Bermuda-based
American Risk Transfer Insurance
Co. Ltd. in 1981 to underwrite cov-

erage for construction contractors.

He said a key element of a sue-
cessful association captive is hav-
ing members that will stay with
the insurer through "thick and
thin." But, choosing those mem-
bers can be difficult, he noted.

For example, particularly sticky
issues involve denying coverage for
a prospective member or canceling
coverage for a member, he said.

"How would you like to be in the
position of putting together one of
these things and the president of
an association has been a big
mover. . .and you're going to have
to tell this guy" he does not qualify
for coverage? Mr. Mcintyre asked.

"That happens. And if you don't
have somebody who's been a light-
ning rod and can take the
heat. . .and you end up taking some
risks that shouldn't be in there in
the first place, this thing is going
to be doomed."”

Mr. Mcintyre offered several tips
for forming an association captive:

* Monitor claims-handling and
reserves. Systenns have to be in
place to track how claims are set-
tled and administered. And the
status of reserves must be moni-
tored closely.

= Stay abreast of industry
changes. This is especially critical
if the association programs are
managed by non-insurance indus-
try personnel, Mr. Mcintyre noted.

He also suggested appointing
"some outside directors who un-
derstand” the insurance industry.

e Track the ability of members
to pay premiums. "You may have
the best program in the
world. . .but if people can't pay
their premiums or they are so busy
trying to stay in business and sur-
vive. . .losses are going to get out
of control,” Mr. Mcintyre noted.

* Avoid offering discounts on
premiums. "Dividends are better
than discounts,” Mr. Mcintyre as-
serted. He advised that captives
take in an adequate amount of pre-
mium and return dividends to
members from earnings on invest-
ment income.

Mr. Mcintyre also urged deve-
lopers of association captives to
"stick to specific industries." He
noted that ARTIC once ventured
from its field of expertise-insur-
ing contractors-to take on truck-
ing-related exposures. That foray
into an unknown risk cost the in-
surer $2 million in one year, he

said.

Mr. Mcintyre emphasized that an
association's directors should ex-
ercise care in choosing a manager
to handle the captive's operations.

"You want somebody that is
knowledgeable" about the industry

the captive will cover, he said.

"Just because they've been doing
a great job in the medical malprac-
tice area," for example, does not
mean the candidate can manage
product liability risks, he ex-
plained.

He emphasized that choosing a
manager is critical because many
reinsurers will not write coverage
for a captive that is poorly run.

A manager also should be well-
financed, Mr. Mcintyre advised
People in charge of "your financial
life or your clients' or members' fi
nancial lives" should have a strong
financial status themselves, he
said.

"Don't be embarrassed to ask fi
nancial questions,"” of potential
managers, Mr. Mcintyre added. i
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If there's a spill at your dump site,
others are likely to assume your com-
pany's at fault. That's why, before the
summons arrives, you should make one
phone call:

Countrywide Services, 314/878-3306.

Our professional investigators have
at least 10 years' experience each. They!'ll
be swiftly assigned to find facts vital to
your defense.

For example: Is the EPA RI/FS
adequate? Who else was using the dump
site? Is apportionment possible?

Perhaps your company is not respon-
sible after all. Or perhaps responsibility
should be divided among several com-
panies. In either event, our investigation
would prove very worth your while.

We provide complete claims manage-
ment services to major self-insured
manufacturers throughout the world.
Please keep our phone

number handy.
Let others assume :l—

what they will. We'll arm

you with the facts. — 1 _

Countrywide
Services

Corporation

Specializing in product
liability claims management.
11933 Westline Drive, St. Louis, MO 63141, 314/878-3306
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Three suspended syndicates
get green light from Lloyd's

By STACY SHAPIRO

LONDON Lloyd's of London is
allowing three syndicates, which it
told earlier this fall to stop under-
writing most new and renewal
business for the rest of the 1986, to
begin underwriting again.

In September, Lloyd's directed
six syndicates to halt underwriting
for therestof 1986 because they
were likely to exceed their pre-
mium limits.

But. late last month, Lloyd's re-
scinded this directive for syndicate
989, managed by Janson Green
Ltd.; syndicate 279, managed by
Crescent Underwriting Agencies
Ltd.; and syndicate 650, managed
by Scimitar Underwriting Agen-
cies.

All three syndicates are under-
written by Bill Maitland, deputy
chairman of Janson Green.

When Lloyd's ordered the syndi-
cates to stop underwriting, Mr.
Maitland argued that his syndi-
cates would not exceed 100%b of
their capacity. He said the prob-
lems between his syndicates and
Lloyd's stemmed from an error he
made at the beginning of the year.

Lloyd's requires all underwriters
to give a monthly forecast of their
estimated premium volume over a
36-month period at the beginning
of each year. Lloyd's then checks
the syndicates' premium limits
against the forecasts monthly.

Mr. Maitland explained that he
issued a lower estimate than he
should have at the beginning of the
year, which is why it appeared his
syndicates might overwrite their
limits (BI, Sept. 29).

Of the three syndicates that have
not been allowed to resume writing
this year, Lloyd's is forcing one-
the market's largest non-marine
syndicate-to reduce its capacity
for 1987. Lloyd's says that syn-
dicate 799, managed by Merrett
Underwriting Agency Management
Ltd. and underwritten by Robin
A.G. Jackson, can write only 85%
of its allocated premium capacity
in 1987 (BI, Oct. 27).

Merrett decided the syndicate
would stop underwriting most new
and renewal business for the rest
of the year before Lloyd's issued its
directive.

Lloyd's has not yet decided on
the fate of the other two syndi-
cates: non-marine syndicate 1031,
managed by Janson Green Ltd.,
and syndicate 1041, managed by
Bolton, Ingham (Agency) Ltd. Both

Flexibility

IS OUR STRENGI'H

london

are underwritten by John Weth-
erell.

"We dispute Lloyd's findings
that we have overwritten for
1986," Mr. Wetherell said. "We
have appealed the Lloyd's deci-
sion. We hope we will be sue-
cessful.”

The two syndicates. as well as
syndicate 799, write U.S. casualty
risks, including professional liabil-
ity and directors and officers lia-
bility policies, Mr. Wetherell said.

The two syndicates had a total
capacity this year of about 39.3
million pounds ($57 million), ac-
cording to Mr. Wetherell. "We ex-
pect to be within that,” he said.
Mr. Wetherell hopes to have a total
combined capacity in 1987 of 50
million pounds ($72.5 million).

Rating agencies

London insurers and brokers,
concerned about the financial se-
curity of insurance and reinsur-
ance companies in the United
States and the United Kingdom,
held a private meeting last week
with three insurance company rat-
ing services.

About 200 people from the Lon-
don market turned out to listen to
representatives of A.M. Best Co.
Inc., Standard & Poor's Corp. and
Insurance Solvency International
Ltd. talk about insurer ratings.

It was the first time Best and
Standard & Poor's have met with
underwriters in London, although
they have met with London un-
derwriters visiting the United
States, sources say.

The meeting, which was closed to
the public to allow underwriters to
talk about specific companies, was

organized by the Lloyd's Insurance
Brokers Committee.

New syndicate

Lloyd's of London underwriting
agency R.H.M. Outhwaite (Under-
writing Agencies) Ltd. is launching
a new non-marine syndicate to
write primarily professional liabil-
ity coverages.

The syndicate, No. 1047, will be
underwritten by Nicholas Colton,
who also will continue to write a
general liability account for Outh-

waite's main marine syndicate 317.
Mr. Colton confirmed that 1987 ca-

* Creative solutions to the reinsurance
requirements of insurers and reinsurers.

« Extensive market knowledge.

e Sensitive to changing market conditions.

« Broad diversity of clients.

e Access to markets world-wide.

« A Xerox Financial Services Company.

pacity for syndicate 1047 will be
about 3.5 million pounds ($5 mil-
lion).

Mr. Colton said the time was
right to open a new syndicate to
write professional liability cover-
age because capacity is tight and
there is a demand for the coverage.

Tourist attraction

Lloyd's of London opened its
doors to the public last week for
the first time in its 300-year his-
tory.

Visitors now can enter the new
Lime Street headquarters and be
transported in external glass ele-
vators to the building's fourth
floor to view exhibits tracing the
development of Lloyd's from its

origins as a 17th-century coffee
house.

The exhibit includes a review of
Lloyd's headquarters over three
centuries, and visitors can sit in a
replica of a Lloyd's underwriting
box.

From a gallery, visitors will have
a bird's-eye view of the Lloyd's un-
derwriting room, where they can
see "underwriters and brokers
transact business worth more than

25 million pounds in premiums
each working day," a Lloyd's
spokesman said.

Comings & goings

Jonathan A.D.J. Palmer-
Brown, formerly deputy chairman
and managing director of Stewart
Wrightson Aviation Ltd., has been
appointed chairman of Stewart
Wrightson Aviation. Peter L. But-
ler, previously deputy chairman,
appointed managing director of
Stewart Wrightson Aviation. Alan
H. C. Colls, former chairman of
Stewart Wrightson Aviation, has
relinquished his position to devote
more time to his role as chairman *
of Stewart Wrightson Ltd., the
brokerage arm of Stewart
Wrightson Holdings P.L.C.

Sax Riley, a director of Sedg-
wick Group P.L.C., appointed
chairman of Price Forbes Ltd., the
Lloyd's of London North American
insurance brokerage division of
Sedgwick Group. He replaces John
J. H. Swinglehurst, who will re-
main Sedgwick's corporate direc-
tor of group developments.

John Gaynor, formerly group fi-
nancial controller of Imperial
Group P.L.C., has been appointed
head of finance at Lloyd's. .
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A&A selects Paulding to head Japan unit

James Y. Paulding has been
named president of Alexander &
Alexander of Japan Inc. in con-
junction with Alexander & Alex-
ander Services Inc.'s expansion in
the Far East.

Mr. Paulding, who currently is
senior vp of New York-based A&A,
will relocate to Tokyo in early
1987. He joined the international
insurance brokerage and risk man-
agement firm in 1972.

Other agent/broker changes:

John J. Kelly appointed chief
operating officer of Corroon &
Black Co. of New York Inc., a New
York City subsidiary of Corroon &
Black Corp. Mr. Kelley formerly
was senior vp in charge of market-
ing for Frank B. Hall & Co. Inc. in
Briarcliff Manor, N.Y.

Bernard C. Beavais Jr. elected
senior vp of Johnson & Higgins of
Massachusetts Inc. Mr. Beauvais is
a senior account executive in the
casualty department of the Boston
office of J&H.

Robert G. Laible elected senior
vp of Johnson & Higgins of New
Jersey Inc. He is a senior account
executive and manager of the em-
ployee benefits department in the
Parsippany office of J&H.

Richard P. Southworth elected
senior vp of Johnson & Higgins of
Ohio Inc. Mr. Southworth is a se-
nior account executive and sales
manager of J&H's Cleveland of-
fice.

J. Francis Sinnott elected se-
nior vp of Johnson & Higgins of
California. He is a senior account
executive in the San Francisco of-
fice of J&H.

Robert H. Johnson joined Rol-
lins Burdick Hunter of Northern
California Inc. as a vp. Previously,
Mr. Johnson was responsible for
international employee benefit
programs for major corporate cli-
ents of the Insurope Multinational
Insurance Network.

Also at RBH, Charles M. Mulle
promoted to executive vp and
James C. Maher to senior vp at
Rollins Wrightson Co. in Chicago.
INn addition, H. Scott Fritts and
Werner Reiners have joined Rol-
lins Wrightson as vps.

Excess/surplus

Earl R. Lanning, vp of Mem-
phis, Tenn.-based broker The
Crump Cos. Inc., was appointed
head of the Crump E&S Special
Marketing Unit, and Orville D.
Jones was named to the newly
created position of executive vp
and national director of the Crump
E&S Group. Prior to this appoint-
ment, Mr. Jones was vp of Crump-
Davis Inc., The Crump Cos.' Dal-
las-based excess and surplus lines
operation.

Peter D. Wood named vp-un-
derwriting in charge of special
programs, including directors and
officers liability underwritten on
behalf of Associated International
INnsurance Co. and Calvert Insur-
ance Co. in conjunction with
Stewart Smith Group.

HMOs

Daniel H. Brooks, M.D., named
chairman of the
Physicians
Health Plan bf
Western Penn-

D syihvania, a
Pittsburgh met-
ropolitan area
health mainte-
nance organiza-
tion sponsored

- by the Allegheny

County Medical

Society. Dr.

Brooks, a surgeon, was president of

the Allegheny County Medical So-

ciety from 1985-86 and currently

chairs the society's board of direc-
tors.

Mr. Brooks

comings & goings: industry

Other suppliers

John Thompson named con-
sulting actuary in the Columbus,
Ohio, office of
The Wyatt Co.

Previously, Mr.
Thompson was

executive vp
and chief actu- 7.

ary with Hay/
Huggins Co.
Inc. in Philadel-
phia, Pa., and a
partner of the

Hay Group.
Thomas G.

Mr. Chickering

Van Housen joined the Chicago
office of A.S. Hansen Inc. as a

consulting principal.

David M. Kieffer named head
of the Washington office of Wil-
liam M. Mercer-Meidinger. Mr.
Kieffer, a managing director of
the firm, previously served as na-
tional practice leader for Human
Resource Management.

William E. Chickering joined
Total Group Services as vp re-
sponsible for developing an in-
sured products division for the
third-party benefits plan admin-

istrator located in Grand Rapids,
Mich.

Adrian M. Tocklin and Jo-
seph P. Roth appointed execu-
tive yps and William F. Bergs
named vp and manager at Un-

derwriters Adjusting Co. in New
York. Since 1984, Ms. Tocklin has
served as eastern regional vp and
manager. Mr. Roth joined UAC in
1984 as vp and manager of the
Southeastern region in Atlanta.
Mr. Bergs had been vp of market-
ing since 1984.

William H. Rauschenberg
named senior vp and John P.
Nipps Il named director of risk
control at Southeastern Special
Risk Services Inc. of Macon, Ga.
Mr. Rauschenberg will be located
in the company’'s Atlanta office.
uUntil renovations at Southeast-
ern's Macon office are completed,

Mr. Nipps also will be located in
Atlanta.

Insurers

Timothy B. Daniel named vp of

Continental Underwriters Ltd. in
New Orleans, La. Mr. Daniel, who
had been a vp at
Johnson & Hig-
gins, joined
Continental Un-

derwriters in

Septennber 1986.
He will special-
IZe 1IN Mmarine
and oil and gas
industry insur-
Mr. Daniel John Dyson
appointed vp
and chief underwriting officer of
Continental Insurance Corp.'s Bro-
kerage and Special Operations
Group. Previously, Mr. Dyson was
vp in charge of underwriting for
the New York-based property/ca-
sualty insurer's National Bro-
kerage Services unit. 1

CLAIM HANDLING

The Claim Department of Industrial Risk Insurers processes over 4,000 world-
wide claims each year totalling some $250 million. With a responsibility of this

size, the mission of this department is very basic: to provide the best possible service
to our insureds; to conduct each adjustment in a professional manner; to conclude
claims in accordance with policy conditions; and to do our part in seeing that the
insured receives funds due them promptly.

To Help Deliver Fair and Prompt Claim Service to our Insureds, the Claim
Department, located in Hartford, Connecticut, has been supplemented the past few
years with our own staff adjusters strategically located in major U.S. cities. These
are Atlantai Charlotte, Chicago, Cleveland, Dallas, Detroit, Hartford, Los Angeles, New
York, Newark, Philadelphia, Pittsburgh, Sail Francisco, and St. Louis. In other areas,
independent adjusters especially trained in handling claims in industrial, oil, and

chemical risks operate under the direction of IRI's Regional Adjustment Supervisory
staffs. Our adjusters survey the damage to an insured's property and work with bro-
kers and risk managers to help assemble and analyze the claim details, and arrive at

a settlement.

When a Loss Occurs, the Insured Notifies the IRI District Office, or the
producer, or both. If the loss is minor the details can often be gathered over the tele-
phone and 5upplemented with information from the engineer's report. For more seri-
ous losses, members of IRl home and regional office adjustment supervisory staff
work together with IRI district office adjusters or independent adjustment firms.
One of the adjusters’ initial tasks is to develop a preliminary estimate of loss. A
review of value records is a first step in the initial stages of loss evaluation. These
records should be reviewed by all insureds and modified at least twice a year to keep
pace with today's changing economic conditions. Up-to-date records will expedite the
adjustment process, should a loss occur.

As Questions Occur in Developing and Preparing a Claim, insureds should not
hesitate tobring them to the attention of the adjusters. Any number ofvariables

might be affected, including cost estimates, reporting requirements, restoration plans,

record keeping, partial payments, expense handling, and the like. One of the adjusters’
concerns is to avoid surprises months laten Insureds, insurers, and adjusters are
seldom comforted by the unexpected discovery of unobserved damage, underestimated
charges, or uninsured items long after the loss occurred. Good communications is not
just a "buzz word", it is an essential ingredient for a

smooth and timely conclusion of a claim.

Some claim handling tips are included in IRI's 12-page
PEPIlan brochure. See pages 7 and 8 for "Selecting Your

"

17ndustrial

Claims Coordinator, " "Preparing Your Claim,” and "Work-
ing -ni:h the Claims Adjuster.” For a complimentary copy
of the PEPlan brochure, contact Mrs. R A. Sasso, Indus-
trial Risk Insurers, 85 Woodland Street, Hartford, CT
06102 area code (203) 520-7412. A little planning now

could help expedite a payment later.

lnsurers

66,000 properties
insured worldwide
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Comp rate hikes proposed in 3 Southern states

Employers in three Southern
states will have to pay an esti-
mated $1.11 billion more in work-
ers compensation insurance premi-
ums next year if proposed rate
increases are approved this month
by state insurance departments.

Those pending work comp rate
filings are:

* An average 20% rate increase
in Florida, which would equal
about $160 million in additional
premium. A Nov. 14 hearing is
slated.

- An average 31.3% rate in-
crease in Texas, which would equal
about $600 million in additional
premium. A Nov. 18 hearing is set.

* An average 71.1% rate in-
crease in Louisiana, which would
equal about $350 million in addi-

tional premium. A Nov. 19 hearing
is scheduled.

around the states

Reasons for the increases differ
slightly from state to state, but all
are necessary to ensure that insur-
ers have enough money to pay
claims in the future as well as
make a profit, said Robert L. Hil-
ton, senior vp of the National
Council on Compensation Insur-

ance.

The New York-based NCCI files
rates on behalf of member insurers
in Mmost states.

In Florida, loss experience ac-
counts for about one-third of the
pending average 20% workers

compensation rate increase, Mr.
Hilton said.

The remainder falls under a mis-
cellaneous heading, which includes

a trend factor-an actuarial figure
that takes future payroll increases
and costs into account-and a
profit and contingency factor.

Also taken into consideration is
an average 2% decrease in the rates
due to mandated benefit reduc-
tions, Mr. Hilton said.

Florida's most recent rate change
was an average 11.8% increase that
took effect Jan. 1. In 1985, rates
increased an average of 18.7%, ef-
fective Jan. 1 of that year.

And in Texas, more than half of
the proposed 31.3% rate increase is
due to loss experience, Mr. Hilton
said. Most of the remainder of the
increase is due to the profit and
contingency factor, he said.

A message to agency compames on:

Do we dare

iNved

N

our future~?

The stock market is dead. Japanese can't
compete with US. auto makers. Women will
play a minor role in the job market.

So goes this sodden
parade of faulty forecasts
the so-called experts have
given us over the last 20

years.

Add to this graveyard a
prediction that has made
its way through the insur-
ance industry: the agency
system is doomed.

In truth, the agency

James H. Davies

system is very much alive. -
The number of viable producers continues to
grow,and agency companies are increasing
marketshare with each new quarter.

The strength of the agency system is
underscored by recent reports that several
banks and banking joint ventures have
abandoned the agency business, realizing
they cannot compete with independent

producers.

Our future is indeed bright, but as
historian John Galsworthy noted, «If you do
not think about the future, you cannot have

one”

To ensure the future we want, we must

invest in it.

If you're an independent agent and would like information on joining PIA, attach your business card !0 this ad and send to:
PIA Membership Dept., 400 N. Washington St., Alexandria, Va. 22314.
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Besides the NCCI rate filing in
Texas, the State Board of Insur-
ance also is expected to consider a
filing from its own staff. Those
proposed rates will not be ready
until just before the hearing, but a
department spokesman said the
filing definitely will be lower than
the one made by the NCCI.

The Texas attorney general's of-
fice also believes the NCCI rate fil-
ing is excessive and is planning to
argue for lower rates at the hear-

ing, a spokesman for the depart-
ment said.

If the Texas State Board of In-
surance approves one of the filings,
it will be the first rate change since
Sept. 1, 1985, when rates increased
an average of 6.6%.

And in Louisiana, the NCCI ap-
pealed a Sept. 23 denial of its aver-
age 71.1% rate increase by the

Yet, strangely in struggling with tight bud-
gets and lean profit margins, agencies and
companies have cut back on areas important
to our future success-such as consumer
research, industry automation, sales training,
product development and long range

planning.

Insurance is vital to America's economy
Without insurance protection, few businesses
would risk opening their doors in the

morning.

Thus, the path of our industry's future
helps shape the future of America.

Agents and companies share a common
goal in this great endeavor, and we must

invest in our futures, together.

On one level, it means investing dollars
wisely for automation, sales training, and
long range planning. But on a deeper level, it
means strengthening our sense of commit-
ment to each other, and-just as important

-to the consumer.

Greater profits will follow in the long run
because insurance consumers will realize the
benefits of an efficient industry that offers the
best product, along with superior service.

Our future is bright, but it will remain
bright only if we believe in each other, and
are willing to invest in our future, now

National Association of Professional Insurance Agents

James H. Davies
President

state's Insurance Rating Commis-
sion and will argue its position for
higher rates at a formal hearing
Nov. 19.

The NCCI says that an average
31.8% increase that took effect
earlier this year was not adequate.
Neither was an average increase of
17.4% on Sept. 1, 1982, said Ro-
bert E. Maxwell Jr., director of
government, consumer and indus-
try affairs for the NCCI.

Components of the pending Lou-
isiana rate hike include an average
48.8% increase due to loss experi-
ence, an average 13.6% increase as
a trend factor, a less than 1% in-
crease due to benefit changes, a
slightly more than 1% increase be-
cause of taxes and the remainder
due to adjusted loss experience,
Mr. Maxwell said.

He explained that components of
a rate filing are used in an actuar-
ial formula to arrive at the final
figure and are not added together.

Employers in Louisiana say that
if the rate increase goes through, it
will be a severe burden considering

Louisiana's lagging economy (BI,
Sept. 22).

Malpractice rates

The Georgia Insurance Depart-
ment late last month formally ap-
proved St. Paul Fire & Marine In-
surance Co.'s 18% rate hike for
doctors' medical malpractice in-
surance.

The action represents a thaw in
the yearlong voluntary rate freeze
requested of property/casualty in-
surers since April 3 by state Insur-
ance Commissioner Warren Evans.

St. Paul increased rates for doc-
tors medical malpractice liability
insurance July 1 in Georgia, in
which rates are regulated under a
use-and-file system.

The department approved the in-
crease following a hearing at
which St. Paul provided "consider-
ably” more documentation than it
did in its original rate filing, ac-
cording to a release from the de-
partment.

As part of the agreement, St.
Paul agreed to eliminate an 8.5%
surcharge.

Doctors with malpractice claims
filed against them were required to
pay the surcharge since St. Paul
began charging it this spring until
Nov. 1, when the insurer discon-
tinued it, said Robert Trunzo, St.
Paul's government affairs officer
for state relations.

Mr. Evans said he had originally
favored the surcharge arrangement
because, in theory, it would cause
doctors who have had malpractice
claims filed against them to pay
larger premiums than those who
have no claims.

However, St. Paul found that
doctors generally opposed it and
that it was hard to administer, a
St. Paul spokeswoman said.

Commissioner Evans reaffirmed
his support for the voluntary rate
freeze that applies to property/ca-
sualty companies for one year.

"l realize now, as | did then, that
there will be exceptional situations
where a company's financial cir-
cumstances make a rate increase
unavoidable. But, rest assured that
| expect those exceptions to be few
and far between,” Commissioner
Evans said.

Any proposed rate increase must
be supported by a well-docu-
mented need, he added.

However, the commissioner said
that he has been pleased with the
way most insurers have complied
with his request for the voluntary
rate freeze.

"Since April 3, about 30 com-
panies that had filed for rate in-
creases subsequently withdrew
their filings, thus eliminating the
need for ordering a public hear-
ing," he noted.
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Lobbyists said last week it was too
early to tell what effect Demo-
cratic leadership in the Senate
would have on employee benefit
Issues.

"It's really going to depend on
what the makeups of the individ-
ual committees are going to be,"”
says Mark Ugoretz, executive
director of the ERISA Industry
Committee, better known as ERIC.

Frank McArdle, director of edu-
cation and communication at the
Employee Benefit Research Insti-
tute in Washington, agrees, adding
that "it's going to be very interest-
ing to watch the committee leader-
ship assignments.”

For example, observers were
speculating last week whether Sen.
Edward Kennedy, D-Mass., would
become chairman of the Senate
Labor and Human Resources Com-
mittee, which has jurisdiction over
many employee benefit issues, or
the Judiciary Committee, which he
headed in the 1970s.

However, Mr. McArdle noted,
"We may see the next Congress

Regulators
re-elected

N 4 states

By STEVE TARAVELLA

INsurance commissioners in

Florida, Georgia, Kansas and
Oklahoma are being returned to
office by voters in their states.

In Florida, Insurance Commis-
sioner Bill Gunter, a former presi-
dent of the National Assn. of In-
surance Commissioners, attracted
more than 62% of the vote in de-
feating B. Poole, a life and disabil-
ity insurance agent who also owns
part of a property/casualty agency,
Krieg, Costas & Poole in Fort Lau-
derdale.

Mr. Gunter, who has assumed a
new visibility recently amidst the
fray over the Florida tort and in-
surance law enacted earlier this
year, received a greater percentage
of votes than any other candidate
running for a Florida state office
this year, according to Tim
Meenan, Mr. Gunter's campaign
manager.

The victory, Mr. Gunter's fourth,
gives the Democrat a third full
term as insurance commissioner. In
his first victory, he filled a spot va-
cated by the incumbent after two
vears.

Although he lost the race, Mr.
Poole, who was a state representa-
tive for eight years and a state sen-
ator for four years, says he is
"tickled to death” at the number of
votes cast in his favor considering
he spent only $750,000 on the race.
Mr. Gunter raised a total of about
$2.5 million for the campaign.

Besides Mr. Gunter, the three
other commissioners who were up
for re-election last week also won
their races: Warren Evans of Geor-
gia, Fletcher Bell of Kansas and
Gerald Grimes of Oklahoma.

Mr. Evans, who ran unopposed,
was elected to his first four-year
term. A Democrat, Mr. Evans had
been appointed in October 1985 to
fill a vacancy left by Johnnie Cald-
well, who retired.

Mr. Bell, a Republican, was
elected for a seventh term after
collecting more than two-thirds of
the votes cast. He was opposed by
Democrat Dan Landers, a life and
health insurance broker from
Wichita.

INn Oklahoma, Mr. Grimes, a
Democrat, finished first in a three-
man race against Republican J.M.
Blankenship and independent Bob
Malcomb. Mr. Grimes was ap-
pointed commissioner in 1975 fol-
lowing the death of Joe B. Hunt

and subsequently won election in
Ao 7S and 1 o9sS2=2. -

being more sympathetic to propos-
als to mandate health and other
benefits. Some benefits may end up
getting more protection under the
Democrats," like retiree health
benefits. He added, though, that
other benefits especially attractive
to higher-paid employees, such as
401(k) salary reduction plans, may
come under scrutiny.

"l think generally that under the
Democratic control of the Senate,
we'll see more social activism in
terms of the whole range of em-
ployee benefits,"” predicted Stuart
Brahs, executive director of the
Assn. of Private Pension & Welfare
Plans in Washington.

And, if Sen. Howard M. Metzen-
baum, D-Ohio, becomes chairman
of the Labor and Human Resources
Committee instead of Sen. Ken-
nedy, "It's very clear that the
priorities will be retiree health
benefits and pension plan asset re-
versions and terminations," said
Mr. Brahs. Mr. Metzenbaum has

campaened heavily against the

First they insisted on more

right of employers to reap profits
from the termination of over-
funded pension plans.

ERIC's Mr. Ugoretz also pre-
dicted that if "Senator Metzen-
baum takes the Labor Committee,
we're likely to see more action on
pensions. But, if Senator Kennedy
takes the Labor Committee, we're
likely to see more action on health
benefits.™

"We're definitely going to see
some action on post-employment
health benefits,"” added Mr.
Ugoretz. "Specifically, we'll see
action regarding whether these
benefits will be company-pro-
vided, as well as how they will

be guaranteed and how they will
be funded.”

The new Senate will not neces-
sarily be anti-business, one ob-
server notes.

Dirk Van Dongen, president of
the National Assn. of Wholesalers-
Distributors, said newly elected
Democrats aren't " 1960s wild-eyed
liberals." Their campaigns showed

exclusions...
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a concern for economic issues, in-
cluding trade issues in which prod-
uct liability concerns play a role.

"The Democratic Senate will not
have an automatic negative knee-
jerk response in its attitudes to-
ward economic policy issues," he
added. He includes product liabil-
ity among economic policy issues.

On the state level, Arizona voters
defeated by a slim 50.9%-t0-49.1%
margin a constitutional amend-
ment that would have given the
state Legislature authority to limit
awards for non-economic damages
and punitive damages, allow for
periodic payment of monetary
damages and limit attorneys' con-
tingent fees. The state's constitu-
tion currently prohibits statutes
that would restrict a plaintiff's
right to recovery in personal injury
cases (BI, Aug. 18).

"We are in the pits of deep de-
pression,” said Susan Fuchs, direc-
tor of communication for the Ari-
zona Medical Assn., which spear-
headed the ballot initiative in an

attempt to control medical mal-
porting the measure represent ar-

building contractors and hotels,
she said.

alition led by trial lawyers that
also included consumer and en-

vironmental groups, said Howard

the coalition, dubbed Fairness &

Accountability in Insurance Re-
form (FAIR).

the proposal were that caps on lia-
bility awards would not translate

has the authority to enact several
of the tort reforms sought.

FAIR spent about $3 million to
defeat the proposal, Mr. Fischer
said, estimating that the AMA
spent about the same amount.

Richard A. Wiebe, director of
public affairs for the Alliance of

Continued on nezt page

If you're a reinsurance
broker looking for

.ia.  property and casualty
coverage these days,
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Because re-

iNnsurance is a business.
But it's al-To a service.
ANnd at John Hancock Re
we find that it's that
balance between business
and service that makes
us unique.

From a business stand-

point, we have the strong
actuarial and technical
background needed for

creative underwriting.
We do our homework. We

have confidence in our
ability and in our re-

sSources.

Which is why

we can go a step further
with service.

Everything

is done on a case-by-case
basis...Nno cookie-cutter

solutions.
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What does that mean to
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thought out underwriting

possible. And overall,

the stability that's so
crucial to both you and
your business.
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JOHN HANCOCK RE

Real life, real answers.

Financial Services

John Hancock Reinsurance Co., Boston, MA 02117
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Mead Reinsurance sale

Continued from page 1

Mead currently is negotiating a possible sale of the reinsur-
ance unit with "a company able to handle the investment,”
said Mr. Enouen, who would not name the potential buyer.

He added that Mead expects to hear from other potential
investors, and hopes to have a deal before year-end.

The sale of Mead Re is expected to include two of its under-
writing subsidiaries: Adena Syndicate Ltd., an underwriting
member of the New York Insurance Exchange, and Westbury
Reinsurance Ltd., a Bermuda-based captive insurer.

Adena, managed by PFI Syndicate Managers Ltd., stopped
underwriting last October (BI, Sept. 1).

Westbury is also a shareholder in Wrenford Insurance Co.
Ltd. and Hopewell International Insurance Ltd., a reinsur-
ance pool managed by International Risk Management Ltd.

Any buyer of Mead Re may decide either to continue West-
bury's participation in Wrenford and Hopewell or to with-
draw and receive cash for the shares, Mr. Enouen said.

In 1984, Westbury withdrew from the Risk Exchange Assn.,
another Bermuda-based risk-sharing entity.

Mead Re also owns Mead Loss Control Consultants Inc., an
engineering consultant, and has a 7.5% interest in under-
writing manager California Reinsurance Management Corp.

The sale will not include Mead Reassurances S.A., a French
reinsurance subsidiary of Mead Corp. that now is running off
its business, Mr. Enouen said.

Democratic-controlled Senate

Continued from previous page

Mead Re reported gross premiums of $89.1 million in 1985
-including $14.3 million on direct insurance business writ-
ten on an admitted basis-down from $131.5 million in 1984.
Gross premium volume totaled $57.8 million in 1983 and
$58.6 million in 1932.

The volatility of the reinsurer's gross writings since 1984
stemmed in large part from the consolidation of Westbury
into Mead Re, among other factors, said a Mead Re official.

Discounting these factors, "the company has written a
fairly level premium volume throughout its history,"” said the
official, who requested anonymity.

Net premiums amounted to $62.8 million in 1985, down
from $77.6 million in 1984. In 1985 and 1984, net premiums
represented a larger percentage of gross writings than in ear-
lier years: net premiums amounted to $10.9 million in 1983
and $13.6 million in 1982.

Mead Re reported an underwriting loss of $19 million last
year and, after investment income and other gains and losses,
finished the year with an aftertax net loss of $3.4 million.

In 1984, the reinsurer reported an underwriting loss of
$20.4 million and an aftertax net loss of $7.9 million.

For the first hall of 1986, gross premiums totaled about $29
million and net premiums $19.9 million. Mead Re's under-
writing loss for the first half was $9 million and its aftertax
net loss was $674,820. It also reported a $3.9 million charge
as a change in liability for unauthorized reinsurance.

Policyholder surplus stood at $19.3 million as of June 30,
down from $23.4 million at the end of 1985.

Mead Re has written a maximum net line of $500,000 on
casualty facultative risks since April, the official said. The
reinsurer had earlier offered gross limits-supported by re-
trocessional coverage-of up to $2 million, with a net re-
tention of up to $400,000. Mead Re has not written property
facultative risks, the official said.

The reinsurer's net line on property and casualty treaty
business has been about $125,000, the official said.

Of the approximately $40 million in gross writings ex-
pected for 1986, roughly half will be produced by Patricia
Fleischman Inc., a New York-based underwriting manager,
the official confirmed.

Although most of the Fleischman book consists of excess
workers compensation, it has included general and auto lia-
bility, public transit, school district and umbrella liability.

Mead Re also reinsured books of business produced by two
other managing general agencies: Dar Allen Reinsurance
Agency Inc. of Freeport, Ill., and Shand Morahan & Co. Inc.
of Evanston, Ill. Both of these managing general agency con-
tracts have been terminated, and Mead Re is running off the
business, the official said.

Several reinsurance brokers cited Mead Re as the latest ca-
sualty among reinsurers set up by non-insurance .

"It's the same damn thing," said one broker who requested
anonymity. "Somebody gets into the reinsurance business
because it's sexy, gets their head handed to them and gets
out. At the end of the day, they and their ilk simply do not
represent staying power in the reinsurance business." i

American Insurers' Pacific region, said the battle over the Arizona in-
itiative was more expensive on a per-capita basis than the fight over
California's Proposition 51, which was enacted by that state's voters
in June.

In Montana, however, voters approved by a 56%-t0-44% margin an
amendment to that state's constitution that would allow legislators to
limit plaintiffs’ abilities to recover damage awards.

The Montana constitution, like Arizona's, prohibited any restriction of a
plaintiff's ability to recover damages sustained in tort actions.

"It passed by a hefty margin,” observed Dee Ann Bernhard, regional
manager for the Alliance's South Central region.

The initiative was proposed in response to a Montana Supreme Court
ruling late last year that struck down a legislatively imposed $300,000 cap
on non-economic damages, said Ms. Bernhard.

Last week's victory "speaks well for tort reform in the next session,"
said Ms. Bernhard, especially the prospects of again enacting a cap
on non-economic damage awards.

In addition, she said tort reform prospects in Montana are improved
following last week's legislative elections. Republicans gained control of
the state House, which had been split 50-50, while the Senate is now
evenly split between Republicans and Democrats, who previously con-
trolled that chamber.

"Insurers are doing quite a bit of celebrating in Montana," she said.

In addition. voters in New Mexico and Texas approved constitutional
amendments related to workers compensation and mutual insurance com-
panies, respectively.

New Mexico residents authorized state legislators to establish a state-
wide industrial accident board that would decide workers compensation
cases in an administrative setting rather than in the courts.

Legislators had established such a board earlier this year, but pro-
ponents of the measure feared that action could be overturned by the
New Mexico Supreme Court.

The state Supreme Court ruled in late October that an administra-
tive board system was a legal means of resolving workers compensation
cases, said Frank Dickson, an Albuquerque, N.M., attorney, adding the
ruling made the ballot initiative moot.

A high court ruling more than 20 years ago that a similar board was
unconstitutional had resulted in workers compensation cases being heard
by courts with each party represented by attorneys, which had crowded
court dockets and increased employers' and insurers' costs.

Meanwhile, Texas residents approved a measure that permits political
entities in the state to buy life, health and accident insurance from mutual

insurers as long as the policy excludes the entities from liability for as-
E——W —— I —— — S o . —— o B =i _—— | |

MEAD REINSURANCE CORPORATION

6 Nort Main Street

Dayton, Ohio 45402

FOR FACULATIVE AND TREATY

CALL USsS

Telephone: 513/223-1300

Telex: 205449

Announcing a
NEW FACILITY

for Tough Casualty Risks

IPC Group of America
Suite 1900
1 Penn Square West
Philadephia, PA 19102
(215) 569-1800

Products Liability

Directors & Officers Liability
Environmental Impairment
Municipal Liability

Liquor Law Liability

Errors & Omissions

Professional Liability

Features

B+ Carrier

Funding Approach
Designed for Large Accounts
$1,000,000 Per Occurrence/

$1,000,000 Aggregate

Higher Limits Available
Minimim Premium: $300,000

1P

GROUP OF AMERICA LIMITED

For Details Please Contact:

IPC/Commonwealth Risk Services
Suite 1900

IPC Group West
44 Montogomery Street
San Francisco, CA 94104
(415) 433-8020

1 Penn Square West
Philadelphia, PA 19102
(215) 569-1480



CU may be sued for bad faith
over product liability award

By STEVE TARAVELLA
and ROBERT A. FINLAYSON

VAN NUYS, Calif.-A $25.6 mil-
lion product liability award, if up-
held, will lead to a bad-faith action
against Commercial Union Insur-
ance Co., according to a plaintiff's
attorney.

Prior to trial, the plaintiff of-
fered to settle the suit against CU's
policyholder for the $1 million
limits of its product liability cover-
age, explained plaintiff's attorney
Larry Grassini of Hurley, Grassini
& Wrinkle in North Hollywood,
Calif.

However, CU failed to respond to
the offer within 30 days, Mr. Gras-
sini says, adding that about nine
months later CU offered to settle
the case for $25,000.

The lawsuit stems from a No-
vember 1981 accident in
Northridge, Calif., that left a 3-
year-old girl brain-damaged and a
paraplegic.

The child, Nichole Fortman, was
run over after being thrown from
the passenger side of a moving Jeep
when the Jeep door flung open, Mr.
Grassini said.

The suit, for negligence and
strict product liability, was
brought against Hemco Inc. of In-
dependence, Mo., which allegedly
made the mold from which the de-
fective fiberglass Jeep door was

cast, he explained.
Hemco has not admitted that it

made the mold.

A CU spokesman said the com-

pany has no comment on the award
at this time.

But Hemco President Ron Hill
claims that CU intends to ask for a
new trial, or if that request is den-
ied, file an appeal.

Mr. Hill said that Hemeo was
not told of the plaintiffs' settle-
ment offer by CU. And, under Cali-
fornia law, because CU was offered
the opportunity to settle the suit
for the limits of Hemco's policy but
did not settle, Hemco can press
bad-faith charges against CU to
recover the entire award.

Mr. Hill noted that, on the advice
of its legal counsel, Hemco has as-
signed its rights to sue CU for bad
faith to the plaintiff.

Plaintiffs' attorney Mr. Grassini
explained that he must prove two
points to win a bad-faith judgment
against the insurer: That Hemco
clearly was liable, and that when
CU did not respond to the $1 mil-
lion settlement offer, the insurer
knew or should have known there
was a possibility that a subsequent
award could exceed Hemco's pol-
icy limits.

Mr. Grassini maintains that the
judgment and damages against
Hemeo satisfy both of those cri-
teria.

Initially, the jury awarded the
girl a lump-sum judgment of $23.7
million, consisting of $17.7 million
for economic damages and $6 mil-
lion for pain and suffering.

But, Superior Court Judge G.
Keith Wisot ruled that Proposition
51 applied to the case, and he re-
duced the pain and suffering
award to $1.5 million. The award
at that point totaled $19.2 million.

Proposition 51 limits non-eco-
nomic damages in cases involving
joint and several liability.

However, Judge Wisot later re-
versed his decision, ruling that he
was bound by an appellate court's
decision in another case that Prop-
osition 51 applies only to lawsuits
arising from incidents that oc-
curred after the initiative's June 4,
1986, effective date (see story, page
2).

At that time, Judge Wisot also
added to the award $3.8 million in
interest from the date the action
was filed. The award at that point
totaled $27.5 million.

CU failed to respond
to the $1 million
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A proficient pilot isa safer pilot. Ifs
as simple asthat » ... ...

"1'm not a pilot, but | make it my business
to know enough to be able to evaluate

every department at Greyhound. Our
flight department, for example, is a

significant investment. And we receive a
good return in efficiency and productivity

Naturally | insist that it be a safe,
professional operation.

V Ve demand the best from our

pilots. And we support them with the best

training- regular recurrent simulator
training at Fligh{Safety International.

Simulators are the only way that pilots can

experience and practice handling

possible emergency situations-like a
blown tire or an engine fire-that could

never be practiced in the aircraft.

Regular simulator training develops a high
level of proficiency and that automatically

means you've got a safer pilot.

Chairman of the Board, CEO
The Greyhound Corporation

The arguments for simulator training
are overwhelming. That's been the
experience of the airlines and the military
and we totally agree. Insurance carriers
agree too; our insurance rates reflect the
fact that Greyhound Corporation's pilots
train with FlightSafety

he other economics are favorable
when compared to companies that
choose to conduct 'training” in their own
aircraft. With FlightSafely's simulators we
schedule training sessions when we
need, them-and the airplanes remain
available to us for executive trans-
portation. Of course, simulator training
is unaffected by weather or air traffic.
And the fuel cost is zero.

/\11 in all, FlightSafety helps us run a
safe, effective flight operation. Sixteen
manufacturers of business aircraft

endorse FlightSafely training.
So do wer

_4*#re -

24*240- . *O50'L .
«<ts=Rk*.:0..

For more information

call Jim Waugh, V.R

Marketing at (718) 565-4120 collect, or

write FlightSately International, Dept. U -066
Marine Air Terminal, LaGuardia Airport,
Flushing, N.Y. 11371. Telex 667 573UW

FlightSafety

international
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the professional marketplace

RATES AND CLOSING TIME:

Rates: Display clas*Bed is $86.25 per column inch, minimum of one inch, Straight classified is
$7.00 per line, minimum of 5 lines. Count 34 characters per line (include each space and
punctuation as a character). Additional $13.00 charge for blind box ads. Only those responses
whichfit into a business size envelope wit! befowarded. Responses arefowarded daily.

POSITION DESIRED

EMPLOYEE BENEFIT CONSULTANT
25 years experience with Insured, Self-
funded; 501(c)9; 125; 401(k). Sales,
Management, Administration.

E. Drew Crowley 801-451-0604.

BUSINESS OPPORTUNITIES

HEALTH INSURANCE COMPANY
WANTED
Midwest TPA firm wants shell company
licensed and admitted in Midwest (Illi-
nois) Etc. for Health Benefits.
Interested companies or their agents
please write Mi6hael Burack, President,
Multi-Risk Management, 350 North

Clark, Chicago, lllinois, 60610. (312)
670-2100.

BUSINESS OPPORTUNITIES

INSURANCE OPPORTUNITIES
Since 1973, INSURANCE
RECRUITERS, Inc., has enjoyed a solid
working relationship with agencies,
brokers, and companies throughout the
USA. Each of our counselors have
broad insurance backgrounds and can
"speak the Language" of the industry.
We welcome the opportunity to work
with you as an individual desiring a
progressive career change or as a client
seeking to fill a key position. We have
multiple listings now at the company,
reinsurance, E&3, agency and bro-
kerage level. Please contact Jim Gilbert
at INSURANCE RECRUITERS Inc.
6060 N. Central, #470, Dallas, TX

P&C INSURANCE COMPANY WANTED
Major New York real estate firm seeks to
purchase a New YoR licensed property &
casualty insurance company. Unlimited capi-
tai available. Will consider joint ven-ure with
company or MGA of company. Reply in confi-
dence. FB holding company

Box 2140, Business Insurance
740 Rush St, Chicago. IL 60611

P&C SALES
MANAGER

An A rated P&C insurer has an oppor-
tunity for a Sales Manager. Applicants
with the following will be considered:
= Must have commercial lines P&C
technical and sales experience
- Ability to travel
= Hold current resident P&C Illinois
license
- Experience in selling PUC cover-
ages to auto or truck dealerships pre-
terred.
‘Ihe successful applicant will be salaried
up to mid 30's based on experience and
included in a benefits package typically
exceeding other benefits programs in the
industry. A travel expense account will
also be included. Please respond with re-
mime and salary history to:

Box 2145, Business Insurance
740 Rush SL, Chicago, It 60611
An Equal Opportunity/Affirmative Action
Employer

PHARMACY CREDIT CARD
SOFIWARE

F eld tested 6 years. Includes pro-
cassing cost containment & in-depth
satistical reporting capabilities. User
documentation & training. Perfect for
lage H.M.0.'s. Available for license. Call
800-645-3332 (In NY 516426-0007)

TPAs WANTED
Diversified health care company wants to buy
small to medium sized TPA's in AZ, CO, UT,
OH or GA. Must have primarily self-funded
dients ard not Taft Hartley. Send introduc-
bry lette, in confidence to:

Box 2136. Business Insurance
740 Rush St. Chicago, IL 60611

RISK MANAGER
CITY OF POMPANO BEACH, FLORIDA
Salary: $31,070 to $41,638

Duties: Administers primarily
self insured programs in loss
control and safety.
Requirement: University de-
cree in insurance management
or related field and consider-
able claims adjusting experi-
ence at supervisory level.
Please apply to Personnel
Director, City of Pompano
Beach, 101 SW First Avenue,
Pompano Beach, FL 33060.

Closing: Published every Monday. Copy must be in typewritten form by noon Tuesday. 6
days preceding publishing date. No verbal phone copy accepted. Prepayment required
for straight advertisements. Mail ads to Margaret Hikido, Classified Advertising, 740 N.
Rush St., Chicago, IL. 60611. For more information call 312-649-5340.

PRINCIPALS ONLY

Regional P&C broker looking to
expand into the eastern massa-
chusetts area. If your lookinj for
continuity or retirement, reply in
confidence to:
Box 2146, Business Insurance
740 Rush St., Chicago, IL 60611

MARKET WANTED - MIDWEST
For manufacturing group, in-
cluding product liability. Pro-
gram has a 10 year track rec-
ord. Reply to: Box 2143,
Business Insurace, 740 Rush
St., Chicago, IL 60611.

SAFETY ENGINEER

The rapid growth and success of our large,
multi-service Real Estate Development
and Management Companv has created
the need for an experienced and qualified
Safety Engineer/Loss Control Coordina-
tor In addition to being a licensed engi-
neer and a Certified Safety Professional,
candidates should have knowledge of
OSHA and NFPA rules and regulations as
well as building codes. Over five years of
experience with a large diversified com-
pany is required. Strong communication
and administrative skills are also essential.

We offer an attractive salary along with a

Zi':-*220,ttINnf
rent resume with salary history to:
The Flatiey Company
Personnel Department
Fifty Braintree Hill Office Park
Braintree, MA 02184
An Equal Opportunity Employer

75206. AC214-361-9323.

INSURANCE/
REINSURANCE

OPPORTUNITIES

American Universal Insurance Group, a multi- line
insurancecompany, hasthe following opportunities

due to expansion:

ACTUARY

Build pricing and related reinsurance information
support functions. Reinsurance background pre-
ferred, not necessary. B.A. plus 1-3 years actuarial
exams. Experience with PC, LOTUS, etc.

REINSURANCE
UNDERWRITER

Underwriting analysis and needs evaluations. Crea-
tive translation of profit center needs into treaties.
B.A. or CPCU. Direct underwriting; reinsurance
underwriting a plus; 5 + years experience.

OTHER OPPORTUNITIES AVAILABLE FOR THOSE

EXPERIENCED IN REINSURANCE UNDERWRITING,
CLAIMS AND ACCOUNTING.

The company offers an excellent salary and com-
prehensive benefit program. Most importantly, a
creative, flexible working environment encourages
independent thinking and offers much latitude for
individual contributions with corresponding recog-

nition and rewards.

Please submit a resume to:

AMERICAN UNIVERSAL
INSURANCE GROUP
144 Wayland Avenue

Providence, RI 02940
Attn: Martha Wheaton

Commitment to Excellence

AMERICAN
UNIVERSAL

167" INSURANCE

Equal Opportunity
Employer

BUSINESS OPPORTUNITY
Prominent wholesale agent with pre-
mium income in excess of $100,000,000
seeking partnership with insurance
company assigned Best's Rating "A"
and Financial Size Category VI or
higher. For access to Policy Issuing
company broker offers.

Experienced Underwriting staff of Un-
derwriting Management Company. First
Class Reinsurance Security. National
Distribution System. Additions to Com-
pany's Product Lines.
Reply to:
Box 2141, Business Insurance
740 Rush St., Chicago, IL 60611

Corporate Attorney
Government Relations

National Financial Services Company
based in Boston has a Government Rela-
tions opportunity for a lawyer to provide
counsel on issues affecting state and federal
legislation, including assisting in the lobbying
efforts in some states and providing the cor-
porate support needed for the overall lobby-
ing effort. At least three years' experience in
the public sector and demonstrated ongoing
political experience is required. Knowledge
of legislative procedures at the state or fed-
eral level would be very helpful. Good verbal
skills are essential.

Applicants should send resume and salary
requirements to:

Business Insurance
Box 2147

740 Rush St.
Chicago, IL 60611

ATTENTION T.PA's
Saveral Best rated insurance carriers
are seeking blocks of M.E.T. group
health insurance for 1987 effective
dates. Please call or write American
Healthcare Intermediaries, 1000 North
Point, #1405, San Francisco, CA
94109. (415)346-5670.

CLAIMS MANAGER
3-5 years experience in commercial auto
BI-PO claim settlement with exposure in
adiusting truck cargo and worker's com-
pensation claims. Preferably insurance in-
dustry training. B.S. degree preferred. Sal-
ar, to commensurate with experience and
eoucation. Midwest location. Write:
Box 2137, Business Insurance
740 Rush St., Chicago, IL 60611

PPO Joint Venture!

For profit preferred provider organiza-
t on(PPO)seeks joiniventurepartners
for nationwide network The ideal
Eartners will be small to mid-sized in-
swance carriers. strong brokerage
f rmsandlarge TPA's which control at
least 30.000 lives in the company s pri-
nary service area. There will be 2 to 4
partners in each iojnt venture There
will be one partnerahip per state and
the partnership will have an exclusive
for that state. PPO will supply person-
flet. provider selection and recru,t-
ment. operational procedures. and
PPO data system as well as access to
national network For more infofrna
-ion call Thomas H Stateman M (312)
943-9229.

Executive Placement

Nationwide specialists in
col-"O1L1LE—m

V.I.P. RESOURCES, INC.
200 Park Ave., Suite 303 East
' New York, NY 10166
(212) 344-2100 Joseph Gross

The

Professional

Marketplace
TARGETS

your BEST
JoB

Candidates

SEEKING AFFILIATION OR POSSIBLE SALE
TO FINANCIAL SERVICES ORGANIZATION

New York Insurance Brokerage, gross income in excess of
55,000,000 wants to become an integral part of a dynamic finan-

cial services organization.

Our ultimate objective is to gain all the synergistic advantages
that size and diversification can offer.

We have an excellent staff and principals who are willing to
consider any challenging and interesting proposal.

Please reply to:

Box 2131, Business Insurance
740 Rush St., Chicago, IL 60611

TECHNICAL CONSULTANT
GROUP INSURANCE

We are a nationally-known, St. Louis-based em-
ployee benefits consulting firm seeking a techni-
cal advisor to work closely with our consultants
and actuaries. This individual will provide support
in the areas of insured and self-insured group life,
disability, health and dental plans.

Duties include projecting plan costs and I1&U re-
serves for self-insured group plans, costing bene-
fit revisions, analyzing and projecting effect of
insurance carrier actions, researching legislative
and regulatory developments, assisting with im-
plementation of flexible compensation plans and
alternate funding arrangements.

Candidate should have college degree plus 3-5
years of group insurance underwriting or actuarial
experience with group life and health plans.

Send resume and salary history to:

Box 2144, Business Insurance
740 Rush St., Chicago, IL 60611



Proposition 51

Contznued from page 2
posure, the substantive effect of
Proposition 51 1% evident the dp-
pellate court concluded

Plaintiffs attorneys immediately
hailed the high court s dechion
and Aaid it would allow about
6,000 asbritos-related cdses in S,in
Francisco and Alameda countics
along with thou ands of other c 15 11
ed*,ee pending In Californid Courls,
to proceed Thi,e cases h,id been
held in limbo pending d decifion on
the 1%ue of Proposition 51 | dppli-
(abilitf to pending lawsuits

It was really the onlk possible
dect'ion that would allow these’
(cr,beto,0 Id,e; to pro( red in a rd-
tion,il fa,hion sdid Bryce Ander-
Son an attornt'F repreenting cD,-
beftos pldintiffi in the San Frdn-
arca

13 not reuewing the Russell
Ids('s the Supreme Court took the
fatmt route to deciding the 14',Ue
of Prop(Kition 51 5 impdet (in
pencling Laes Mr Anderv,n
noted

And, the high court 5 decision
Came just in the nick of time
unce manv of thew c des cirre sche-
duled to procred to trial m the
neg few months

Chief Justice Rose Elizabeth
Bird and Justices Stanley Mok
Allen E Broufard and Joph R
Grodin refused to review the dp-
pelldle decision JuStice,, Crui
Repnoso, Malcolm M Luids and
Edwdrd A Panelll voted to grant
review-one short of the required
majoritp

Chief Jutice Bird drid Justices
Refnos(, dnd Grodin were removed
from the u,urt bf California Loter,>

NoF 4 Their replacement hdze
not pet bern n,imed

Major corporation based on Long Island with world wide

Oualness znJUTance, 1Novemoer lu, 11,60/ 11,

Heath acts to thwart takeover by PWS

By STACY SHAPIRO the regeneration of our company,” he said Mr Ben-Zur refutes all of Heath's allega-
Also, Fielding is particularly well known for tions "The whole document makes a lot of in-
LONDON-LIoyd's of London broker C E ItS reinsurance brokerage expertise nuendos that are total nonsense," he told

Heath PLC, the world's 13th-largest broker, Heath also told shareholders that the merger Busmess Insurance last week

is urging shareholders to approve a merger would create a powerful and independent "I am not challenging the quality of Richard

with Fielding Insurance Holdings Ltd for 71 business that will attract talented and expell- Fielding, but each of my people is much supe-

million pounds ($103 million) and reject an enced personnel "The management team at rlor to him | have done more in six years than
unfriendly takeover attempt by PWS Holdings C E Heath is wholly committed to the agreed Fielding has done What does age have to do

PLC merger with Fielding Insurance and to making with it?"

However, PWS chief executive Ranaan Ben- It work,” Mr Newton said "They are trying in desperation to bring this
Zur warns Heath shareholders that the price On the other hand, Heath strongly rejects down to a personal level,"” Mr Ben-Zur said
for Fielding is too high, running to about the PWS offer "The bid 15 unwelcome to the PWS will give a detailed written reply to
85 million pounds including options, divi- board of C E Heath and to the principal busi- Heath's document this week, said Mr Ben-
dends and costs ness producers and servicers with our com- Zur But, Heath shareholders "will have to

The six-month-old PWS holding company pany,” Mr Newton told shareholders show their colors on Nov 21," he said "If they
last month unveiled a proposed stock swap for He said Mr Ben-Zur first approached Heath approve the Fielding deal, it is SO expensive
Heath worth 180 million pounds ($261 mil- in September about a takeover that we are out of It ™
lion), which Heath's board described as "un- "We looked at the PWS business,” he said Heath admits that it must stop the slide of
solicited, opportunistic and inadequate” (Bl, Although Mr Ben-Zur felt that there was business that has been plaguing them since
Oct 27) considerable compatibility between the two last year In the six-month period ending Sept

Last week, Heath sent shareholders a 22- companies especially in relation to North 30, pretax profits dropped 36% to 10 3 million
page report by Chairman Derek Newton on American business, Mr Newton disagreed pounds ($14 9 million) from 16 1 million
why they should reject the PWS offer and "PWS was lacking in experience in handling pounds ($23 3 million) at the same time last
accept the Fielding offer the large-type U S brokerage accounts which year Declines in brokerage revenues were re-

"Fielding Insurance is one of the insur- are an integral part of C E Heath's tradi- corded in reinsurance, marine and North
ance success stories of the past decade,” Mr tional business,” Mr Newton said "Accord- American operations, although life insurance
Newton told shareholders "Fiel(ling Insur- ingly, we declined Mr Ben-Zur's invitation " and pensions plan brokerage revenues grew by
ance has made only minor acquisitions m Heath also notes that PWS is a small com- nearly 20%
achieving its present position of high profit- pany, only a third of the size of Heath, and Heath also lost three of its top U S casualty
ability and, unlike PWS, tt has management in that Mr Ben-Zur 15 32 and has worked in the brokers-including Nigel Chamberlain, chair-
depth " London insurance market for only six years man of the broker's North American divi-

Heath has called a shareholders meeting Also, Mr Ben-Zur's business has grown sion-in August when they moved to Stewart
Nov 21 for a vote on the proposed Fielding through a series of acquisitions "none of Wrightson Holdings PLC
acquisition which we would ourselves have acquired,” "However, temporary problems will not de-

Heath and Fielding have held merger talks said Heath fleet the management of this group from its
for the past several months Mr Ben-Zur took over his father's bro- chosen strategy to build a better base for the

Mr Newton noted Richard Fiel(ling, who kerage firm-originally called the Howard medium-to-long-term future,” said Mr New-
would become chief executive of Heath if the Group-in 1980 By 1985, the company owned ton
merger is completed, was Joint managing two Lloyd's brokers, Anthony Popple & Co A merger with Fielding, he said, "provides
director of Heath before he left to establish Ltd and C Howard Ltd Earlier this year, it an opportunity to make a major step forward
Fielding in 1975, and that all the senior direc- acquired PWS International PLC, the parent to restore the profitability of the group, a
tors of Fielding also worked for Heath "They of Lloyd's broker Pearson Webb Springbett chance for the group to go forward from a
are excellently qualified to take key roles in Ltd, to form the present company (Bl, May 5) position of relative strength "

the professional marketplace

RISK Bl Classifieds assure

- MANAGER

, St Francis Hospital, the only car

top quality results!

diac specialty hospital in New York

operations seeks a seasoned, senior insurance executive to
develop direct and administer the policies and programs of a
new captive casualty insurance company

In addition the candidate selected will have corporate-wide,
boMom-line responsibility for the economical purchase of all
coverages necessary to protect the assets of the company
You will also serve as consultant to senior management to
insure the effectiveness and adequacy of all insurance
programs consistent with short and long term corporate
objectives

For consideration, you should have a college degree and
must also demonstrate a history of over 10 years
progressive management responsibility In the casualty and
property fields, including risk analysts, rate structuring, and
premiums

Because this key position invloves constant Interface with all
levels of management, government regulatory bodies,
outside underwriters and professional organizations, you will
also need exceptional Inter-personal and negotiating skills

To be evaluated for this outstanding opportunity, send your
resume and salary history, tri confidence, to,

MBW Box 1157
One Linclon Plaza
New York, NY 10023
or call Miss Sharper at (516) 222-3293

State and a teaching affiliate of N Y
Medical College has an exceptional
opportunity available for a profes
slonal who can coordinate a com
plete risk management program for White Consolidated Industries a diver
safety patient care and other sifled $3+billion manufacturer has an
mmediate need for an experienced
Risk Manager

RISK MANAGER

operating units

The individual we seek should pos The suc ¢ esstul candidate will be re

sess a minimum of 35 years exper' sponsible for total corporate risk man
ence in Risk Management and/or agement activities Including Workers
malpractice/liability claims adminis Compensation hability casualty prop
tration along with knowldge of erty and auto as well as broker and
health care delivery systems, funda captive company Involvement Re
mentals of tort insurance, health law quirements include an appropriate un
and local and state regulations Ad dergraduate degree five to seven
ditionally, your responsibilities will years of risk management experience
Include administration, negotiation In a manufacturing environment (ind

. . 11 t itte 1 i ti
and the implementation of the hos excellent written/oral communications

pital s malpractice and liability insur sklis

We offer a salary commensurate with
background and expenence and an ex
In return, we are prepared to offer cellent benefit program For immediate
an unusually attractive starting sal consideration please send resume in
ary and excellent benefits For im cluding salary history to

mediate consideration, send re

ance programs

sume with salary history to WHITE CONSOUDATED

Personnel Department INDUSTRIES, INC

11770 Berea Road

GSOAST FRANCISHOSPITAL  crovemna. e osnss

Roslyn Ne. York 11576 tuladion HiNTnfl Reasce DeE*781

We are an equal opportunity employer

AITENTION

CAROLYN DAVIS

INSURANCE COMPANIES

ASSOCIATES, INC Ch,cdgo area HMO :s interested in

a joint venture with one or more
Staffing Consultants to insurance companies to offer multi
option health products to employer
the Insurance Industry groups
This operating HMO has a substan
Property & Casualty tial medical provider network under
Life - Health - Pension contract and offers a compatible
health product to market under the
multi option umbrella
Principals only' Please write to Box
2127, Business Insurance, 740

Rush St, Chicago IL 60611

701 Westchester Avenue

Suite 308 W
White Plains, NY 10604
(914) 682-7040

INSURANCE EXCHANGE OF THE AMERICAS, INC.

Corponte Secretary

The Insurance Exchange of the Americas, Inc, a Miami-based
L.loyd's of London-style marketplace for national and International
insurance and reinsurance, seeks aggressive, in-house corporate
counsel Candidates should have two to five years experience in
general corporate, contract law, insurance background preferred,
but not required In addition to the position of Corporate Secretary,
the responsibilities WIII Include the mediation of pollcy claims and
inter-member disputes, and support of the Compliance Officer in
the enforcing of rules and procedures Outstanding career opportu-
mty, salary and benehts commensurate with expenence and cre-
dientials Send cover letter and resume to Gene Witherspoon, Ex-
ecutive Vice President, Insurance Exchange of the Americas
Inc, Exchange Building Third Floor, 245 Southeast First
Street, Miami, Florida 33131

ADVERTISE IN THE PROFESSIONAL MARKETPLACE
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Equal
Opportunities
Each weekly issue of

Business Insurance gives

you an equal opportunity
to reach and motivate

Bl's more than 133,000 $146 for th
In add

purchasing influentials

and financial executives,
risk managers, employee

the agents and brokers
who serve their needs.

When you want to reach
your prime audience, the
Business Insurance
audience is unequalled!
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Pennsylvania DES ruling

“Ihe Tother gested the DES during her pregnancy In 1952-1953 Th

et
I

and administrative nightmare

Or, if a company cannot join all the plaintiffs suing it in the cover-

age litigation, then it might have to litigate the coverage issues in more
han one state or seek to enforce a Pennsylvania coverage decision

elsewhere

d hter' i din 197 . -, .
B3th Hartford and Transamerica insurance Co, Manufacturers' suc- "The practical effect IS that coverage Iltl%anon of all types-such

cessor company, refused to defend Vale, each contending the other was on as ashestos, DES and pollution coverage-may

ecome |mmensely more

the risk Vale subse(wentl fled a declaratory ludgmen swhagamst the comglex, exPenswe, and difficult to manage,” said Timathy C Russell,
r | liability en

Insurers In 1981 Hartford wrote a comprehensive genera

policy who r

pres

for Vale from Dec 1, 1977 to Dec 1, 1978 that had per-person and per-oc- brleftl%quvraelgﬁ S€ 4 lot of parties avoiding the Pennsylvania state

currence limits of $1 million. Vale paid $8,891 for the policy Manufactur-
ers' wrote a roducﬂlabﬂlty poﬁc for Vale in 1957

s Lumbermens Mutual Casualty Co , which filed an amicus

that had annual courts whenever they can," added Mr Russell, with the Washington

limits of $50,000 per person-and a $200,000 aggregate Vale paid about offi?ﬁ gf the Phllaﬂg)lﬁ] AFEQ?SS%% gr_m of Drinker Bidd

olic

claims against Vale under an interim agreement, with
ing up the bulk of the costs

until the mid-19705 According to coyrt papers, the company has aboyt 4
suits p_endlng a alnst?t Va?e sue on?y Manu?acturersfyan Hart Oré)

|t|gn, Transamerica-affiliated insurers wrote Vale's liability cov- anan
erage from 1952 to 1977, and other insurers underwrote Vale's covera

J Influe ge"The d
... top administrative before 1 Weigfe;

the decision was

I, both po

ecision is neither pro-insur
an attorney representing

insurers were notlepFe‘aBsee?iljI by the de-

T SR
?rﬂlg, ﬁf&ﬁ(oﬂuggr% Transamerica are defending‘_and paying DES also filed an amicus brief in the Vale case Speaking for himself and not

ransamerica pick- his client, Mr Welllgle, Yglth ktrf1e Cincmbn%tl firm of Digs“more & Shohl, said
setback Tor everyboady concerne

"We expected to give birth to an elephant and instead gave birth to

. . . al e of the smallest defendants in DES litigation, ed A . J .
henefits managers and ingredients 101 DES aNd Compounced It mto tabiets from tie mic-L4H 3 mousg,' Mr Weigle sairLof the decision - L e g

cause it assumed it was entitled to coverage only at the time the DES was Emons Indus qsaeln]efal\\/llglg(ren ﬁ]h

ingested, the baby was delivered, or the injury was manifested

Hartford argued that coverage was triggered at the time of inges- an

tion, in 1952-1953 when Manufacturers' was on the risk

disease manifested in 1978, when Hartford was on the risk

The trial court found that both the Manufacturers' and Hartford poh-
cies were triggered but that the policies in the interim period were
not applicable

Yet, the Superior Court-the state's appellate court-ruled that the tri-
ple-trigger or continuing injury approach was applicable in the Vale case,
even though the policyholder did not argue that theory (Bl, May 20, 1985)

In its decision, however, the Pennsylvania Supreme Court said Vale's
suit should be dismissed because the trial court lacked lurisdiction to
issue a declaratory Judgment

This issue, which the Supreme Court raised on its own at the par-
ties' oral arguments, was whether under the state Declaratory Judg-
ment Act, the case could be heard if the inlured party IS not joined

Scp 15 Scp 3 in the Ie?hwsuit

e act requires that in a declaratory judgment action, all persons who

Sep 22 Scp 9 have an interest affected by that declargtion shall be parties and that a
Sep 29 Sep 1 G to the prgl%eedin S

ng priorcase law, the high court said that failing to have the

Oct 6 Scp 24 plaintiff as a party.in a (gegclaratgrrg] judgment action seeking coverage

-Oct 1.3 Oct
-Oct 20 OCt -
Oct 27 Oct 15
Nowv 3 Oct 22
Nov 10 Oct 28
Nov 17 Nowv S
Nov 24 Nov 11
Dec 1 Nov 1.8
Dec 8 Nov 25
Dec 15 Dec 3
Dec 22 Dec 9
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1987
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Jan 26 Jan 13
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Feb 9 Jan 26
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Feb 23 Feb 11
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Mar 9O Feb 25

. business
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New York (212)210-0133
Chicago (312)649-5275
Los Angeles (213)651-3710

ect” an arguments by and t
surers that the lower courts' rulings did not prejudice the plaintiff
even though she was not a party in either action

" The plaintiff has an interest in seeing that an insurance com-

ays the judgment against its insured," the cou

PAREGRULE the atton sought 2 0ed
is apparent that (the plaintiff) had an interest in this declaratory ludg-
ment action when it was filed,"” the court ruled The court also reiected
arguments that the coverage 15:Ue should be decided because it is of great
public concern to manufacturers of DES facing numerous DES lawsuits

If this is the case, and the parties want to determine all of Vale's in-
surance companies' responsibilities, the suit must be dismissed because
not all insurers representing Vale have been ]01ned, and the affected
plaintiffs also have been left out, the court added

"Their rights and those of the plaintiffs in these cases would cer-
tainly be prejudiced by the result of this action," the Supreme Court

said

aration about coverage In tﬁﬁssge{?e, it 509-8GoldenrodAw

nsurers Inci S

be- court were pharmaceutical companies Uplohn, Abbot Laboratories,

ceytical and Wiliam H Rorer Ing |

emni

qb\"slg,etﬁg Meurgrlilg)llvania Trial Lawyers Assn filed an amicus brief siding
However, Manufacturers' contended coverage was triggered when the with Vale and the triple-trigger theory

Insurance services guide

ACTUARIAL & RISK
MANAGEMENT CONSULTING
Ben Silberateon ACAS MAAA

Taptives & Sal Insurers *Specializing m medical mal
*loss Retention Studies practice & other liability

- AJA Risk Management Consultants Inc
I 888 Seventh Ave New York NY 10106

212/333 3259

ENVIRONMENTAL CLAIM AUDITS
&

RISK ASSESSMENTS
ACTUARIAL CONSULTING

Financial Evaluation of Environmental Losses

TILLER CONSU[ING GROUP INC

e/ CkignadiMar. CA92625 714/73-7089

CASUALTY ACTUARIES, INC.
Robert FLowe FCAS ,MAAA.FCA
* Loss Reserve ana Rate Evaluations for
Insurance Companies and Set In
surea.
« Statutory letters of opinion on loss and
loss expense reserves
One Insurance Center Plaza Suite 102
St louis MO 63141
(314) 878-5002

The court summed up "No adequate reason has been advanced for us to Use the Insurance

ignore the statutory requirement that all interested parties shall be joined
before a declaratory Judgment" can be issued

"While we recognize the importance of the question involved in this
matter, importance alone does not confer jurisdiction where It does not
otherwise exist ™

Last week, insurance company attorneys in the case said that the
decision throws into question the trigger of coverage in Pennsylva-
nia in long-latent disease cases and that it could make it even more
difficult to resolve coverage issues

"l guess things are back to square one," said Transamerica and Manu-
facturers' attorney James J McCabe, with the Philadelphia law firm of
Duane, Morris & Heckscher "It's as though Vale never happened "

Not only has Vale been undercut, Mr McCabe said, but because the
federal court decision approving the triple-trigger approach in AC&5 us
Aetna Casualty & Surety Co partly relied on Vale, it potentially under-
mines that case as well

In the AC&S case, the 3rd U S Circuit Court of Appeals in Phila-
delphia applied the triple-trigger theory in an asbestos case

"Those cases seem to me to no longer have a foundation," Mr McCabe
added

Hartford attorney Matthew Sorrentino, with the Philadelphia firm
of Holland, Taylor & Sorrentino, also said it was by no means cer-
tam that when the court hears the issue again that the triple-trigger
theory will be applied, especially in a DES context

However, policyholder attorneys vigorously disagree with those as-
sessments, pointing out that other Pennsylvania cases in addition to
Vale have come down in favor of triple-trigger

At this point, there IS no reason to believe that Keene Still is not
good law in Pennsylvania," said Saul B Goodman, Vale's attorney,
with the Washington, DC, firm of Rogovin, Huge & Lenzer

We will just have to wait for another case to hear what the Pennsylva-
nia Supreme Court says," he added

"Keene is unequivocally the law in Pennsylvania,” asserted Robert
N Sayler, whose firm, Covington & Burling, filed an amicus brief in
the Vale case on behalf of pharmaceutical manufacturer Uplohn Co

"l think the decision has no impact on the merits of trigger of co-
verage for long-latent disease cases," Mr Sayler said

However, the decision potentially could have broader implications be-
cause it required that the plaintiffs be joined in the coverage action,

““TH&teciSion potentially could mean that companies facing mass tort ' For

claims, such as those involving DES or asbestos, would have to join thou-

sands of plaintiffs in the coverage litigation-potentially causing a costly r

Services Guide to

reach your best
prospects.

HEALTH CLAIMS
COMPUTER SOFTWARE

FOR IBM PC XT/AT
Eligibility & Benefit Calc , Checks,

EOB's, Correspondence & More ideal
For Self Insured's & TPA s

Insurance Software
Packages, Inc.
5118 North 56th Street
Tampa, Florida 33610
813-621-6069(FL)
800-237-8133(US)

HARVARO AIMES GROUP

Executive Search
Risk Management, Benefits and
Insurance Professionals
6 Holcomb St PO Box 16006
West Haven, CT 06516
(203) 933-1976

Risk Analysis & Management Corporation

* Risk Exposure Audits
« Claims Audits

« Security Management
« Benefits Plans Design
« Feasibility Studies « Actuarial Aialysis

« insuram SpEcltications « Litigation Audits

« Rsk Whntiol/Satety Management
Bcochure Sent on Request
1001 CralD Road * Sulle 260 0 St louis MO 63146+1314) 569-1740
St louis « Atlanta « los Agela * Minneapolis « Philadeighta

GREENE & AssociATES, INC.

Consulting Engineering Services
Related to Energy and Chemicals
- Facilities Appralsals
- Loss Settlement Assistance Claim
Preparation and Analysis PO & 81
- Accident investigation
- Expert Testimony and Representation

1130 One Energy Square Dallas. TX 75206
214/691-3500

DENTAL CLAIMS MANUAL
All-Inclusive 402 Page Manual
Featuring All Major Specialties

(213) 681-3300

Ipl 3 P Kennedy Publishing Co
licl 776 E Green Street

tS' Pasadena, CA 91101

The Risk Manager's
#1 Reference

Practical Risk
Management

"The Professiona/'s Handbook"
Send $275 ($10 moreff we bill
add postage overseas)
->55*, To Practical Risk

Management
P O Box 10093

Oakland CA 94610
/ Telephone (415) 653 3687

A Warren Mcle,gla Gnitin puN, tion

A-YEE:;;Z\

TEMPORARY CLAIMS ADJUSTING SERVICES

P Servicing Claims Statewide In

Workers' Compensation
Longshore and Hator Workers' Act

Properly/Casualty

Ins,de and Field Adusters

Claim Net is not an employment agency so there is NO FEE

FOR PERMANENT HIRING

Cla#n Net 3572 Hamilton Street, Irvine, CA 92714 (800) 55-CLAIM

RIS RABIOANAR 10 % NBURANG ECRERYI i GIRE

Telephone (312) 649-5340
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Bl Insurance Index
By LEONARD M. WILSON that would permit precise analysis of physi- productivity could be the difference between
. . cal workload, of necessity we must fall back an earnings advance or a contraction

Special to Business Insurance S . R
on the numbers reported in financial state- The use of data processing to reduce costs
RODUCTIVITY IS a pnmary mechanism ments is only one side of the equation A collateral
A of cost containment, whether for the It is possible, however, to compensate for bonus arises from the ability to service the
economy as a whole or for a busmess enter- the imprecision of the published information client more effectively in a variety of ways
5 prise through rough adjustments from claims analysis to more rapid response
l i The publicly owned insurance brokers To denve a proxy for physical workload, it in the day-to-day interaction between bro-

064249% 4?2UH#Symp

The Busli *sumni stock index fell sharply

soon will face a lev

1 that w11l necessitate closer attention to t

ling in premium rates 15 necessary to aIITw for the nse an

€ premium rates as we

fall in kerage emplo
I'as the impact of esca- level, th

rees and r'sh managers At this
€ efrecuveness Oft € cféta processing

nse m expenses if proht margins are to be lating msurable values and the inflation m installation can become a competitive factor
insurance awards At best, our manipula- as well

maintained

Improving productivity

last week after Morgan Stanley & Co. inc. is generally associated

Is,lues from"buy" to "hold" (see story, page

2). dustnes Labor productiv- A

tions will leave something to be desired in

The growth in Commissions and fees for

terms of precision Nonetheless, they pro- the public insurance brokers and the entire
changed its recommendations on several with capital-intensive in- / 1 vi(ie a better gauge than the raw figures of brokerage mdustry most assuredly will slow

revenues per employee

down next year and for several years beyond

The Bus/ness insumnce index closed at 4845 ity is bolstered through /t *,1 Since 1979, the average of five brokers' 1987

points on Nov. 5, down 9.1 points from 4916 the addition of capital
points on Oct 29. Only 15 stocks polted in- Service mdustnes hke m- 1

1 . revenues per employee has mcreased about
5 2 45% m current dollars If we eliminate the not brought into line with the deceleration in

In the last competitive cycle, costs were

creases, 35 stocks declined and 11 issues were surance brokerage typi- /b- Al estimated effect of premium rate reductions revenue growth, and profit margins suffered

unchanged during the period. The biggest cally have not achieved
galns were posted by The Home Group Inc up the productivity gains of
7.6%; Aneco Reinsurance Co. Ltd; up 5.9%; manufacturmg businesses
Selective Insurance Group Inc., up 52%; Amerk But, the advent of so- Mr. Willon
can Indemnity Financial Corp., up 4.296; and called office automation

subsequent to 1979 and the increases during accordmgly This occurred despite the ob-
last year, adjusted revenues per employee al- served productivity gains

most doubled from the 1979 base year

In the next cycle, active management of

Taking our calculations one step further, costs will have to accompany a very positive
we also are compelled to deflate per-capita outlook on the productivity front, if an ero-

Combined International Corp., up 2.5%. The may be changing this longstanding relation- revenues by some estimate of the increase in sion in profit margins is to be forestalled
biggest losses were po-d by Trenwick Group ship insurable values over the penod This second
In.,, down 111%; Alexander & Alexander Ser- In recent years, pubhcly owned Insurance step modifies the expansion in per-capita
vices Inc., down 9.4%; Frank B. Hall & Co. Inc., brokers have committed funds heavily to revenues to 70% from 1979 to 1985
down 8.7%; Chubb Corp., down 8.6%; and W.R. data processing The mvestments have had a We admit that this is a fairly rough figure Rebounding from a $67 9 million operating
Berldey Corp., down 7.296 The Business hur- twofold oblective To upgrade management But it suggests that the average annual rise loss in the first nine months of 1985, Fire-
ance stock index fell an average 1.9% during information systems and to enhance the in per-capita productivity over the period man's Fund Corp reported net operating in-
the period, while the other m,Jor m-ket Indice. clerical staff's productivity amounted to about 10% to 1196 come of $114 4 million for the first nine
tors all posted an Increase: The New York Stock The impact of data processing outlays are This is not, m our view, a sustainable rate months of 1986
Exchange composite was up 1294 the Stan- difficult to measure Any advance in staff of productivity growth Moreover, it reflects Operating earnings in this year's third
dard & Poor's 500 Index was up 1396 and the productivity is likely to be gradual as new to a considerable degree the austerity im- quarter totaled $44 3 million, up 126% from
Dow Jones 30 Industrials role 1696 procedures and systems are assimilated posed upon head-count expansion in the dif- $19 6 million in the third quarter a year ago
Conversion may require a degree of redun- ficult years of 1982 through 1984 Net mcome was $148 O million for the nine
dancy in staff until the systems are totally For 1985, we estimate per-capita produc- months ended Sept 30, 1986, compared with
debugged tivity improvement at 5%, and even that a loss of $674 miillion for the same penod a
We keep track of the pubhc insurance bro- lesser figure probably cannot be maintained year ago Net income for the third quarter
kers' revenues per employee, an uncertain over a long period While we express a de- of 1986 was $62 9 million, up 209% from
measure of productivity We characterize it gree of caution on extrapolating this lower $20 4 million for the same quarter last year
as uncertain because the nominal or actual number mto the future, we believe that our Net premiums written totaled $2 58 billion
revenues per employee are influenced by exercise does corroborate the potential for a for the first nine months of 1986, up 16 9%
premium rate changes and the inflation in not inconsiderable benefit from productivity from $22 billion for the comparable 1985

Fireman's Fund

antish Issues

a ~N1
Nov 4 /*/ P/E Ov. Vild Ht,ble.
Companies penm pen®©* % p.1.-Pm."
Com,l Union 280 21 5 18 3 65 289-280
Sild Accidant 844 148 37 7 44 851-844
O-: Moyal Exch 814 157 465 57 842-814
R,0

Sun AM-,00 689 19 7 29 5 43 706-689

815 11 5 422 52 708-689

Broken.

CE Hleth 543 34a5 63 547-543

Hoge Roalnlon 354 122 162 46 357-349

251 o8 132 53 253-251

Seds Gm 370 154 169 46 381-370
81. misht,on 480 155 190 40 A48&479
NCIRIT= 468 167 155 33 479-468

Source Philip Olsen/Alan Clifton, Insurance Industry

Specialists Kitcal & Aitken Stockbrokers,
London

Bl Industry Stock Report

Brokers

1'Zte&' 5:r:er sia NYSE-32 SO, :9.4,216,7-1,00.3, 1.

NYSE 2e1m 2z @ a7 o 0.0
m;ZZ°: : ZI:IS°/P ore

Gallagher Arthur J 8 Co ore

=22 75 0 O 21 5 O =25
=os0 =Z1 223 Oo=Oo
Hall Frank B & Co Inc NYSE 1700 -8 7 -1 4 O 0o
Marsh & Mclennan Cos Inc
Poe & Assoc Inc ore 12.00 -4 0 15 =2 O0.32

AGENTS/BROKERS AVERAGE 23 7

Conglomerates & Holding Cos.

American Express(Fi reman's Fd) NYSE 59.00 2 4 10 7 1.36 2 3

NYSE 65 00 -4 4208 1 90 2 9 68 63 65 00 1,051 2

insurable values Either policy count or gams m Insurance brokerage

transactions would be a better measure of

actual per-capita output

specializes m :nsurance brokerage stocks He heading Into another cycle of competition,

period For the third quarter of 1986, net

For an Insurance broker with employment premiums amounted to $921 3 million, up
costs at 50% to 55% of revenues, an annual 38% from $667 4 million in the third quarter
Since we are not prtvy to the Internal data gam of 1% m per capita output adds approx- of 1985

imately one-half of a percentage point to

Fireman's Fund's combmed underwntmg

pretax profit margms, assuming that the full ratio for the first nine months of 1986 was
Leonard M Wilson, a pr:nc:pal at L F benefit flows to the bottom line

Rothsch:ld, Unterberg, Towbin m New York, If the insurance brokerage industry iS ble period last year

108 8%, down from 126 4% in the compara-

For the third quarter, the insurer's com-

is a member of the New York Soc:ety of perhaps beglnning in 1988, the cushion to bined ratio was 107 2%, down from 114 6%
profit margins from a 3% to 5% advance in in last year's third quarter

Secunty Analysts

Price % Chg P/E $ Div % YId High Low Vol (000)

Continental Corp
Crown Life ins Co

=35.13 32.25 o182

November 5,1986 10/30/86 thru 11/5/86

Price % Chg P/E $ Dlv % YId High Low Vol (000)
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Home Group Inc AME> 21.25 7 6 34 3 0.00 0 © 21 25 19 88 1,690 4
Hanover Ins Co ore 64.00 -3 0 18 4 0.56 O 66.00 64.00 146 4
1o
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Nobel Ins Ltd
CIGNA Corp NYSE S54.25 00 -5 3 =2.60 a4 55 25 53 75* 2,046 © Northwestern Matt Life Ins
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Sears Roebuck & Co (Allstate) NYSE 43.50 -1 1 11 9 1.76 4 O
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Insurers

Aetna life & Cas Co NYSE 5575 -1 = 97 264

American General Corp NYSE 38.25 -2 2 10 5 1.12

Amern Heritage Life Invt Co NYSE 39.38 0 = 141 132
American Indty finl Corp ore

American Intl Group Inc

18.50 a4 2 -35 6 1.12
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Chubb Corp

Combined Intl Corp

25.00 -2 2 20 5 1.10

NYSE 64.00 -8 6 25 7 1.56

NYSE 57.13 2 5 11 1 2.24

44 00 43 38 3,038 O ©Orion Cap Corp

Protective Corp

s108 Frovident Life & Acc Ins Co

716 4
St Paul Cos Inc

e euP,e Group Inc

Selective Ins Group Inc

o=

Statesman Group Inc
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Tokio Marine & Fire Ins Co
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System design Altman Information Systems

The St. Paul Cos.

The St Paul Cos Inc reported a nearly
sixfold mcrease m its operating earnings for
the first nine months of 1986 from the same
perlod a year ago

Operatlng earnings totaled $98 4 million in
the first nine months of 1986, a 572% lump
from operating income of $1 7 million for the
comparable 1985 period

St Paul's operating earnings for the third
quarter totaled $48 2 million, compared with
a loss of $20 6 million during the compa-
rable 1985 period

Net income for the first nine months of
1986 was $150 million, up 297% from $37 8
million for the same penod last year Third-
quarter 1986 net income was $85 million,
compared with a net loss of $84 million for
the 1985 third quarter

Written premiums for the first nine
months of 1986 totaled $1 9 billion, up 18 8%
from $16 billion for the 1985 penod Third-
quarter 1986 written premiums totaled
$725 O million, up 11 7% from $648 8 million
for the 1985 third quarter

The company posted a 110 6% combined
ratio for the first nme months of 1986, com-
pared with 120 9% for the same period of
1985 The combined ratio for the third quar-
ter was 104 0%, compared with 122 9 in the
third quarter of 1985 St Paul reported an
underwriting loss of $219 1 million for the
first nme months of this year, down 31 49%
from the $319 6 miillion loss for the same pe-
nod last year

Underwriting losses for the third quarter
totaled $45 5 million, a 63 3% drop from a
loss of $124 1 million for the 1985 third
quarter
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Hartford Specialty’'s
training program puts your
company's loss control
INn expert hands. Yours.

At Hartford Specialty, we believe the most
effective loss control programs are those directed
and maintained by people who are on-site all year
round. Your own employees.

Because we're a leader in loss control training, we
can show your people how to uncover your company's
hidden exposures. And how to design and run a pro- 1
gram that can significantly reduce those exposures.

So that effective loss control will be standard 1
operating procedure for your company. y

We'll do an in-depth analysis of your operations.

And develop a staff training program that can save
your company money, year after year. So call in 1
Hartford Specialty. We'll put your loss control

HARTEORD rLLY program where it 3

SPECIALTY.-- ow/f figiies ' your /« &
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