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Updates
RIMS expands membership
to industry professionals

NEW YORK-The Risk & Insurance Man-

agement Society Inc. is opening up its ranks to
a new group of members.

RIMS has created a membership category
called Associates of the Society, which allows
insurers, brokers, consultants and other profes-
sionals to belong to RIMS. The new members
will enjoy most of the benefits of membership
but will not be able to hold office or chair soci-

ety committees.
The new category was established in October,

and around a dozen professionals have signed
See Updates on net page

Power shifts in Bermuda
But pro-business stan

By GAVIN SOUTER

HAMILTON, Bermuda-International busi-

nesses are expecting a change in emphasis
Pather than a radically different environment
'with the election of Bermuda's first ever left-

leaning government.
1 Jennifer Smith, the leader of the Progressive
Labour Party, last week was sworn in as
Bermuda's premier, replacing Pamela Gordon.

The new PLP government is expected to con-
tinue the fiscal policies of the outgoing United
Bermuda Party government, rather than jeop-

ce unlikely to change
ardize a successful economy that is heavily re-
liant on international business.

As a result, the low-tax environment in
Bermuda, which has helped insurers, reinsur-
ers and other international busin,esses thrive,
is unlikely to be substantially changed.

Any change in financial policy by the new
governing party will more likely be a redirec-
tion of some existing resources to fund social
projects.

Although the changes to the financial envi-
ronment might be negligible, the election pro-
duced sweeping changes to the political land-

ISO deal means

it will compete
more with NOCI

By MEG FLETCHER

BOCA RATON, Fla.-Com-

petition is expected to heat up
early next year among

providers of workers compen-
sation rating and statistical
services in light of a deal an-
nounced last week.

Insurance

Services Of-  608 af'
fice Inc. 1/0 a*Ef
plans to pur- 0000aiW
chase an 80% -

interest in Insurance Data Re-

sources Inc. by year end.
Backing from New York-

based ISO will make the con-

siderably smaller IDR a bigger
competitor of the huge, non-
profit National Council on
Compensation Insurance Inc.,
which spurned a merger with
for-profit ISO seven months
ago (BI, April 13). Both IDR
and the NCCI are based in

Boca Raton, Fla.

The acquisition of IDR from
Beedie Group L.L.C. of Down-
ers Grove, Ill., also fills "the
major gap" in ISO's services,
giving it easy access to begin
providing workers comp forms,
manuals and statistical services

in the 27 jurisdictions where
IDR is licensed as a rating or-
ganization, advisory organiza-
tion or non-profit statistical
agent, according to Fred R.
Marcon, ISO's chairman.

ISO currently collects data,
files loss costs and provides re-
lated services for 17 other lines

of property/casualty insurance.
Among its 2,900 customers are
all major U.S. commercial in-

surers, nearly all of
which sell work-

ers comp insur-
ance, ISO said

in a statement.

IDR's value lies in

its 27 licenses, because it cur-
rently operates in only three
states-Florida, Louisiana and

Missouri-providing services to
12 to 15 clients and generating
less than $1 million in 1997

revenues, according to IDR
President Michael Camilleri.

He will continue to lead both

IDR's non-profit statistical
unit and for-profit service
company for ISO, which is ex-
pected to buy the remaining
20% of IDR next year.

While employers and insur-
See Rating on page 30
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scape in Bermuda.
For the first time since the modern Bermudi-

an political system was established in 1968, the
island will not be governed by the UBP.

In the election held last Monday, the PLP
obliterated the UBP and won 26 seats in the

40-seat parliament.
Ms. Gordon became the first woman premier

of Bermuda when she took over from David

Saul in March 1997 (BI, April 7, 1997). But
with last week's election victory, Ms. Smith is
the first woman to be elected premier, as well
as the first PLP premier.

The new minister of finance is Eugene Cox,
who replaces Grant Gibbons.

See Bermuda on page 31
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Bermuda Premier Jennifer Smith

Massachusetts HMOs win

drug plan deadline delay
By JERRY GEISEL

BOSTON-Medicare HMOs in

Massachusetts have until early
this week to decide on the pre-
scription drug benefit packages
they will offer beneficiaries next

year.

Citing a "unique situation," the
federal Health Care Financing
Administration last week agreed
to waive its requirement that
Medicare HMOs' final benefit

packages and rates be based on
submissions made in May. Allow-
ing the plans to change their fil-
ings was urged by Sen. Edward
Kennedy, D-Mass., and Mas-
sachusetts Gov. Paul Cellucci,

The Massachusetts HMOs,
which cover more than 200,000

beneficiaries, now have until Nov.
17 to resubmit their prescription
drug plans. Under the HCFA
waiver, they are not allowed to

change any other aspects of their
1999 benefit offerings.

Several Medicare HMOs, in-

cluding Blue Cross & Blue Shield
of Massachusetts, Fallon Commu-
nity Health Plan and Tufts Health
Plan, had been expected to take
advantage of the waiver to offer
unlimited prescription drug cov-
erage for 1999 only so long as an-
other major Medicare HMO, Har-
vard Pilgrim Health Plan, also
agreed to offer unlimited cover-

age.

Harvard Pilgrim, though, said
late last week that it still was con-

sidering its options and had not
yet made a decision. That raises
the possibility that the other
HMOs might not offer unlimited
coverage if Harvard Pilgrim does
not come on board.

Last week's action by HCFA
and the Medicare HMOs marks

yet another chapter in a contro-

versy triggered when Medicare
HMOs in Massachusetts revealed

in August that they were going to
significantly cut back on prescrip-
tion drug coverage they provide.

Massachusetts regulators said
that action violated a state law re-

quiring Medicare HMOs to offer
either unlimited or no prescrip-
tion drug coverage. The HMOs,
reeling from soaring prescription
drug costs, said a 1997 federal law
pre-empted the state requirement,
the only one of its kind. Ultimate-
ly, a federal judge sided with the
HMOs (BI, Oct. 26).

In the wake of the court,ruling,
state and federal lawmakers have

been urging the HMOs to continue
to offer-for 1999 only-unlimit-
ed prescription drug benefits.
That would give state policymak-
ers time to develop long-term so-
lutions to funding prescription

See Medicare on page 31

Former agent loses license
over handling of funds

By DAVE LENCKUS

LOUISVILLE, Ky.-At age 37,
Wilbur Anthony Huff has more
than 17 years' experience as a li-
censed insurance agent. He has
headed three brokerage firms and
a national trucking association
that developed insurance pro-
grams for its members.

His level of sophistication in
transacting insurance deals has
"really impressed" even one Ken-
tucky Insurance Department at-
torney, who further described Mr.
Huff as a "charismatic" and "very
likable guy."

But that combination of exper-

tise and charm can be perilous for
insurers, policyholders and pre-
mium finance companies, said the
attorney, Pamela Farmer. Mr.
Huff, she said, "can persuade you
to do something you wouldn't
want to do"-trust him with in-

surance premiums and premium
financing proceeds.

In an Oct. 21 summary judg-
ment order, Kentucky Insurance
Commissioner George Nichols III
stripped Mr. Huff of his ability to
place himself in that position of
trust by revoking his agent's li-
cense. Relying on a recommenda-
tion of a hearing officer from the
state attorney general's office, Mr.

Nichols found that Mr. Huff vio-

lated Kentucky insurance regula-
tions by misappropriating nearly
$5.7 million of insurance premi-
ums and premium financing pro-
ceeds over a nine-year period be-
ginning in 1989.

The hearing officer's recom-
mendation was based on court

rulings against Mr. Huff over his
handling of those funds.

In relying on those recommen-
dations, though, Mr. Nichols re-
jected his department's charges
that Mr. Huff willfully violated
Kentucky insurance regulations.

All of Mr. Huff's various

See Huff on page 28



2 / Business Insurance, November 16, 1998

Updates

RIMS opens membership
Continued from previous page
on, according to Linda H. Lamel, RIMS' executive director. "It will be a
pretty broad cross-section of people," she added.

Ms. Lamel said RIMS for years has discussed creating sucha category,
which many other professional societies already have in place. Associates
of the Society will pay $400 per year to belong to RIMS, compared with
annual dues of $300 paid by full members. Like full members, associates
will receive discounts on the society's annual conference registration fee
and other offerings.

RIMS' membership ended a decline from previous years when it grew
to 4,313 members in 1997 from 4,287 theyearbefore. However, thenum-
ber of deputy members fell to 7,848 in 1997 from 7,869 in 1996.

"Looking at the 2lst century, I think this is a tacit acknowledgement
that risk managers will be working with an ever-expanding group of pro-
fessionals with different backgrounds and ditferent areas of expertise,"
Ms. Lamel said. '

Midwest storm claims tallied
Claims are mounting from widespread damage caused by the first win-

ter storm of the season, which last week blew through the Midwest.
The Property Claim Services unit of the Insurance Services Office Inc.

has declared the storms a catastrophe, meaning they caused at least $25
million in insured property damage, but PCS does not expect to have an
estimate until this week.

Insured damages reported by insurers are already exceeding that PCS
threshold.

State Farm Group expects about 13,500 claims totaling about $28.8
million. Other insurers are receivmg thousands of claims, mostly from
homeowners and small businesses.

Allstate Corp. had received 6,812 claims in six states last week for an
undetermined amount. Nationwide Mutual Insurance Co. had totaled

1,100 claims from several states.
In several Midwestern states, high winds toppled trees, damaged roofs

and blew out windows in homes and businesses. Snow blanketed some

areas, causing motorists to skid off roads or into each other. Power out-
ages affected hundreds of thousands of utility customers.

Chicago sues gun makers, sellers
CHICAGO--A second U.S. city has turned to litigation as a gun con-

trol strategy, with Chicago filing a $433 million suit last week against 22
gun manufacturers, four gun distributors and a number of suburban gun
shops.

Chicago has no gun shops.
The Cook County, Ill., government joined Chicago's suit, which charges

the defendants with representing a "public nuisance," claiming their ac-
tions pose a threat to public health and safety.

The Chicago lawsuit is unlike a suit filed last month against the hand-
gun industry by the city of New Orleans. That suit is based on product li-
ability theories (BI, Nov. 9).

Like the New Orleans suit, however, Chicago's action seeks to recover
damages for the costs incurred by the city as a result of gun violence, such
as public health costs or costs of police protection.

High court passes on bias case
WASHINGTON-The U.S. Supreme Court last week declined to take

a case in which an appellate panel ruled earlier thjs year that a mandato-
ry arbitration agreement used in the securities industry cannot prevent
an employee from pursuing a discrimination claim in federal court.

By doing so, the high court left open contradictory circuit court deci-
sions on the issue of mandatory arbitration agreements, which have been
standard on Wall Street for years.

Last May, a three-judge panel of the 9th U.S. Circuit Court of Appeals
reversed a lower court decision and ruled in Dufield us. Robertson
Stephens & Co. that mandatory arbitration contracts are at odds with
provisions of the Civil Rights Act of 1991 (BI, May 18). Robertson
Stephens, now owned by BankBoston Corp., appealed the decision to the
U.S. Supreme Court.

Other circuit courts have upheld the securities industry's mandatory
arbitration system following the Supreme Court's 1991 decision in Gilmer
vs. Interstate-Johnson Lcirie Co,p

Denver doctors may quit HMO
ENGLEWOOD, Colo.-About 175 specialty physicians in Denver are

threatening to pull out of PacifiCare of Colorado's network to protest con-
tracting terms, according to the Englewood, Colo.-based health mainte-
nance organization.

PacifiCare recently completed contract negotiations for 1999 with Den-
ver-area physician groups, which in turn contract with various primary
care physicians and specialists.

The specialists specifically are protesting the specialty care reciprocity
agreement set by PacifiCare that calls for a no-risk, fee-for-selvice pay-
ment schedule set at 110% of Medicare-allowable charges, known as
Medicare RBRVS. The reciprocity rate is the payment rate specialists re-
ceive for care they provide to patients referred by primary care physi-
cians outside their physician group.

According to PacifiCare, the specialists, which have formed a new or-
ganization called Integrated Specialty Care Inc., are concerned that,
among other things, the new contract arrangements will restrict Pacifi-
Care members' access to specialists, because many specialists will refuse
to contract with the health plan.

Integrated Specialty Care officials could not be reached last week.
In a statement, PacifiCare said it thinks its contracts are fair. "We con-

tinue to talk with these specialists and are making every reasonable
See Updates on page 30

Indictment alleges
diversion of funds

By DOUGLAS McLEOD

OKLAHOMA CITY-The oper-
ators of a failed offshore insurer

are facing bankruptcy fraud
charges for allegedly siphoning
millions of dollars away from the
company both before and after it
filed for federal bankruptcy pro-
tection.

Federal agents earlier this
month arrested five people in-
volved in operating First Assur-

ance & Casualty Co. Ltd. of the
Turks & Caicos Islands, which

collapsed in 1993 under an
avalanche of claims from the pre-
vious year's Los Angeles riots.

An indictment unsealed with

the arrests charges that the five
conspired to divert policyholder
funds from First Assurance and to

mislead an Oklahoma City
bankruptcy court about the insur-
er's net worth in order to maintain

control of the estate as a debtor-

in-possession.
The bankruptcy court later

turned the estate over to an inde-

pendent trustee.
The alleged diversions include

$450,000 in First Assurance funds
used to capitalize International
Casualty & Surety Co. Ltd. of
New Zealand, which the indict-
ment describes as a First Assur-

ance successor company and
which was named in a racketeer-

See Funds on page 29

Dow Corning outlines plan
for payments on implants

By MICHAEL BRADFORD

BAY CITY, Mich.-Dow Corn-

ing Corp.'s $3.2 billion proposal to
settle breast implant cases offers
claimants a range of payments or
the option to reject the settlement
and seek a jury trial.

The company and the Tort
Claimants Committee last week

filed with the U.S. Bankruptcy
Court of the Eastern District of

Michigan a new plan aimed at re-
solving breast implant and other
product liability claims. If it is ap-
proved by Judge Arthur Spector,
claimants will be asked to vote

whether to accept the settlement.
Dow Corning and the claimants

committee agreed to the $3.2 bil-
lion proposal negotiated by a fed-
eral mediator earlier this year (BI,
July 13) and on Nov. 9 submitted
to the court details on how pay-

FEMA may deny
some flood cover
By MARK A. HOFMANN

WASHINGTON-The di-

rector of the Federal Emer-

gency Management Agency
wants to cut off federal flood

insurance to people who insist
on rebuilding their properties
in flood-prone areas.

FEMA Director James Lee

Witt made the proposal dur-
ing a luncheon speech at
Washington's National Press
Club last week. During the
speech, Mr. Witt also pro-
posed increased insurance
funding for public buildings
and greater reliance on using
the natural environment itself

as a buffer against natural
disasters.

Mr. Witt said FEMA has

identified 35,000 "repetitive
flood loss properties" across
the nation. Those properties
have had at least two flood

loss claims during the past 10
years, which collectively have
cost the National Flood Insur-

ance Program more than $200

Inside

million a year, he said. FEMA
is thus preparing a strategy to
cut annual losses by half in
the next three years and to
save nearly $1 billion over 10
years.

FEMA officials are consid-

ering denying NFIP insurance
to homeowners or businesses

who have filed two or more

claims that together total
more than the value of the af-

fected property and refuse to
flood-proof, elevate their
property or accept a buyout,
he said. People who live in
high-risk areas should pay the
"fair market rates for insur-

ance, instead of the lower,
subsidized federal flood in-

surance rates."

In addition, Mr. Witt said.

FEMA will soon propose that
"all public buildings be in-
sured to 80% of their replace-
ment value within the next

two years." Such a require
ment will cut rebuilding costs
and get "essential public

See Floods on page 31

• New Orleans' product liability suit against handgun man-
ufacturers is the wrong approach to curing society's ills,

this week's editorial says. PAGE 8

• After months of waiting, Lloyd's of London finally has
given the green light for captive syndicates to start writing
in the market. PAGE 23
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ments would be offered.

A portion of the plan will be
funded by insurance. Settlements'
with insurers totaling $1.2 billion
have been worked out, and more
are expected. 1

"There will be future settle-

ments, certainly," with insurers,

The company. estimates there
See Implant on page 27

Directory
deadlines

nearing
Business Insurance will publish its

annual Directory of Managed Care
Providers Dec. 28. Companies wish-
ing to be included must provide a
health maintenance organization,
point-of-service or preferred
provider organization product to be
included and complete a question-
naire by the extended deadline of
Nov. 20.

The annual Directory of Employee
Benefit Consultants will be pub-
lished Dec. 14 in an issue that also

will contain a report on the benefits
marketplace. Companies must gener-
ate at least $500,000 in revenues
from benefit consulting to be includ-
ed. The extended deadline for re-

turning questionnaires is Nov. 20.
BI's directories are published as an

editorial service; there is no charge
to be included. If your company
meets the criteria for either directo-

ry but has not received a question-
naire, please call Directory Editor
Sandy Budde at 312-649-5279.
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More employers
look at covering
alternative care

By JOANNE WOJCIK chronic conditions like arthri-

tis, headaches, migraines,
SEATTLE-The growing sprains and chronic pain."

popularity of alternative In fact, the National Insti-
medicine is prompting more tutes of Health has deemed

health plans and employers to acupuncture an "acceptable al-
explore the possibility of offer- ternative" to medication for

ing coverage for such treatnnent of chronic

treatment. - pain, he said.
However, so far /<5.R-N,T,I,O Alternative

only a handful of /  \ medicine is "in-
managed care ( tended to comple-
companies are I CCEBS) ) ment convention-
attempting to in- \  _-d / al health care, nottegrate Eastern and VO--I-E:xes/ necessarily to re-L. •
traditional Western - place," Mr. White ex-
medicine, according to Dale plained to a group of em-
A. White, principal of The Al- ployee benefit experts attend-
ternare Group Inc. of Portland, ing the 17th annual Interna-
Ore. tional Society of Certified Em-

This is partly because of the ployee Benefit Specialists Em-
lack of consistent licensing ployee Benefits Symposium,
standards for alternative held Nov. 1-4 in Seattle.

medicine providers, he ex- Much of today's interest in
plained. alternative medicine is being

Still, Mr. White predicted driven by the media, Mr. White
that eventually more compa- said. "The media has certainly
nies will cover alternative fallen in love with alternative

medicine because "it has been medicine," he said. "If you
demonstrated to be particular- check the national news, syndi-
ly effective in fighting common See Medicine on page 12

Tough conditions to continue

Commercial market

faces bleak outlook
By DOUGLAS McLEOD

NEW YORK-Commercial

property/casualty insurers can
look forward to continued overca-

pacity, stiff price competition, de-
clining investment gains, rising
losses and falling earnings
through 1999, Ernst & Young
LIP. predicts.

Commercial insurance "is a

tough sector to have a lot of opti-
mism about," commented Bob
Stein, national director of the ac-

counting firm's financial services
practice.

Summarizing E&Y's annual
:urvey of the state of the insur-
Ence industry, Mr. Stein also pre-
dicted that industry consolidation
will continue, though volatile
global stock markets may reduce
:he pace and size of the deals.

Life insurers, meanwhile, also
will face earnings pressure as in-
restment yields drop, competition
-ises and market share increasing-
y goes to the largest, "brand
iame" companies. These trends
vill fuel life insurer mergers and
ireate even more price competi-
:ion, E&Y predicts.

In addition, the largest mutual
life insurers are expected to move
toward demutualization, and in-

terest in demutualized company
stock offerings should be strong,
especially among European insur-
ers trying to position themselves
in the U.S. market.

These demutualizations would

lead to a huge increase in total life
insurance industry market capi-
talization, which in turn would

trigger "cutthroat" pricing com-
petition and further mergers
among life insurers and other fi-
nancial service companies, the ac-
counting firm's report predicts.

Overall, "1998 is an interesting
crossroads," Mr. Stein observed.

Insurers with several years of
favorable results behind them, he
explained, are now facing the un-
certainties of global financial
market turmoil, a volatile U.S.
stock market and the possibility
of a further decline in already
record low interest rates.

For property/casualty compa-
nies, these conditions not only
threaten lower investment yields
but could also hasten the

See Market on page 30

Business Insurance, November 16, 1998 / 3

Rhode Island initiative

big on disaster recove ry
By MARK A. HOFMANN

PROVIDENCE, R.I.-Rhode Is-

land may not be the "Show Me
State," but it could become the
nation's first "Showcase State."

That's because the Boston-

based Institute for Business &

Home Safety wants to put a miss-
ing piece back in the disaster re-
covery puzzle with the launch of a
"Showcase State" initiative in

Rhode Island.

That missing piece in tradition-
al disaster recovery efforts is the
consideration of businesses'

needs, said Diana McClure, IBHS'
director of showcase communi-

ties. IBHS is an organization
backed by the property/casualty
insurance industry and dedicated
to reducing losses wrought by
natural disasters.

The Rhode Island initiative is a

public/private partnership to sup-
port communities as they move
toward disaster resistance. One

key component is a Business Re-
covery Disaster Alliance, in which

businesses cooperate with other
businesses, as well as suppliers,
customers and the public sector,
to speed up recovery.

To achieve this end, IBHS, state
officials and BRDA representa-
tives will meet with representa-
tives of all Rhode Island's cham-

bers of commerce this week to dis-

cuss the initiative and

businesses' role in dis-

aster mitigation and re-

covery. r
Although much of the

Rhode Island initiative

focuses on small busi-

nesses, there's a role for

corporate risk man- -
agers as well, according
to Ms. McClure.

"Why should risk
managers be involved?
If they see something
like in the Showcase

initiative, they'd say,
'Here's a place where
my company can

specifically become in-
volved, where business-

es are getting together and look-
ing at what their vulnerabilities
are, '" she said.

"Anyone involved with business
continuity planning should con-
sider being involved in the al-
liance, and that would include

risk managers as well," agreed
See Disaster on page 25
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A Rhode Island initiative aims to improve re-
covery efforts following disasters such as
this flood in Cranston, R.1., late last year.

Global economic ills may
increase terror risks

By RODD ZOLKOS

CHICAGO-As business grows
increasingly global, companies
face new risks that must be man-

aged as they take their operations
overseas.

And a global economic down-
turn may heighten some of those
risks and make planning for them
even more necessary, according to
speakers last week at a J&H
Marsh & McLennan Inc. executive

briefing conference on terrorism
and international risk manage-
ment.

Though the list of those risks is
long, among the most noteworthy
are political risks, terrorism
threats and foreign currency ex-

posures.

Kent B. Brown, a senior consul-
tant at Pinkerton Global Intelli-

gence in Arlington, Va., said that,
according to the U.S. State De-
partment, of 226 terrorist attacks
against the United States in 1997,
only eight were against govern-
ment facilities, while 104 were
against U.S. business interests.

There can be economic as well

as political reasons for terrorism,
Mr. Brown said, noting that insur-
gent groups often use kidnapping
to help finance their operations.

"A lot of these groups have
thrown up their hands and said,
'This pays too well. We're not in
the revolution business any more;
we're in the kidnap business and

the extortion business,' " he said.
"The line has really started to

get blurred between what's crime
and what's terrorism," he said.

"Unfortunately, in our-view, the
situation is not likely to get better.
It's likely to get worse in the near
future," Mr. Brown said.

The key to managing terrorism
exposures is developing an emer-
gency plan, he said. And once a
company has developed a plan, it
must be shared with employees
and practiced regularly, "because
if you don't practice it, when it
comes time to use it, it won't
work."

In forming a plan, gathering in-
formation is key, Mr. Brown said.

See Terrorism on page 27

NAll chief urges unity
Solidarity can help industry achieve goals

By GAVIN SOUTER

R[M B

BOSTON-A united front of insurers and insur-

er trade associations can influence legislators
more effectively than disparate groups seeking
basically the same thing, said Jack Ramirez, pres-
ident of the National Assn. of Independent Insur-
ers.

While insurers and their trade as-

sociations invariably have many dif-
ferences, some of which sometimes

cannot be reconciled, they should
strive for unity wherever possible,
he said.

Over the past year, insurers man-
aged to find a common purpose in
their support of financial services reform, and the
various insurance trade associations have an on-

going friendly dialogue regarding their approach
to the National Assn. of Insurance Commissioners,
Mr. Ramirez said.

However, the issue of state vs. federal regula-
tion remains a divisive one, and the NAII will con-

tinue its longstanding support of state regulation,
he said.

The NAII itself has a diverse membership base,
Mr. Ramirez said last week at the 53rd annual

meeting of the National Assn. of Independent In-

surers in Boston.

"Yet we are all able to come together as one or-

ganization. All of us know that by working to-
gether we are much stronger than any of us can be
individually," he said.

And over the past several years, the NAII and
other insurance organizations have shown that

the same can be said when the trade

associations pull together, according
to Mr. Ramirez.

The various organizations have
Et different memberships, different

philosophies, different strategies and
tactics, different levels of resources

and different challenges, he pointed
Out.

However, "more often than not we are able to
get all of the differences put aside for unified ac-
tion," he added.

For example, in the last session of Congress in-
surance groups unified around support for finan-
cial services reform legislation that would place
insurers and banks on "one level playing field," he
said.

Also, the NAII and other trade groups collabo-
rate in their dealings with the NAIC, Mr. Ramirez
said.

See Unity on net page
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Unity surers, he said

Second, if a single federal regu- Focus must remain on buyer
lator is appointed, insurance reg-

Continued from premous page ulation will be headed by one per-
Prior to all of the quarterly son who may or may not hold sim-

meetings of the NAIC, the leaders ilar views on regulation to the m- even in time of change: Exec
of the various trade groups hold surers they regulate, Mr Ramirez
conference calls to discuss com- said

mon issues, he said Whereas the same is true for By GAVIN SOUTER surers will be the ones that under- are to succeed, they say

But unity is not always possible state regulators, at least all 50 stand how to keep their customers They were speaking at the 53rd
The various insurance organiza- states are not subject to the view BOSTON-Amid all the change satisfied, he said Annual Meeting of the National

tions have different views on reg- of one person, he said sweeping through the insurance Assn of Independent Insurers in
ulation that are not compatible, "Federal regulation would industry, one executive says in- . Boston last week

he said spread bad regulation across 50 surers must remain focused on Technological changes are
The NAII always has been a states," Mr Ramirez said meeting customer needs

proponent of state regulation of Third, state regulation allows Regardless of technological ad- surance industry, said Mr
insurers, and that will not change, for experiments in insurance reg- vances, new methods of distribu-
as there are several key reasons ulation in a way that would not be tion and diverse capital struc-

Nwil
bringing huge changes to the in-

Berkley
For example, policyholders can

why federal regulation would be possible with federal regulation, tures, insurers must keep their at- find the cheapest price for insur-
bad for NAII members, Mr he said tention on the basics of serving ance by either making a quick
Ramirez said A regulation or regulatory their customers, said William R Still, technological and other phone call or dialing into the In-

First, federal regulation will standpoint can be tried in one Berkley, chairman of W R changes are altering the way in- ternet, he said
never completely supplant state state, and if itt does not work, then Berkley Corp of Greenwich, surers do business, several other Insurers must acknowledge that

regulation, so any federal regula- it does not harm all insurers Conn executives say Insurers must as they seek customers whose
tions will be sure to add another across the country, Mr Ramirez While the tools to meet those adapt to incorporate radical needs they can satisfy profitably,
level or regulatory burden on in- saidi ll needs are changing, successful in- changes in their operations if they Mr Berkley said

"It means that you have to price
products toward risks that you

1,9IilIlI want and away from other risks,"
he said

P·-' 4

r. . *4¥EF Technology also is bringing

.
changes to the distribution of in-

.

surance products, Mr Berkley
t

S'

5-0,-- j-320
said

But agents can retain their
r : 01 1- 1111-=4

.
place in the insurance purchasing

C chain by continuing to focus on
what they supply in terms of per-

l.,3»9511 -2 -11- 1 {©1 - 1 sonal service to those customers
- 51

that require that attention, he

,/ ..ff*· . k«- -
. said

il: Slf. 10/v Technology also can be used to
..

j
4, provide other services that policy-

b

: lu€' iI i 14, 4.y 5 ,:'' .5 gl----e------ holders are increasingly demand-
ing, such as sophisticated data
analysis, Mr Berkley said

'

. :1:.- But rather than replace tradi-
V

#4/':i ... f¥R I :-/ 6 tional insurance skills, the intro-
,'r

..1, duction of the high-tech tools and

: - f.52 access to such a huge volume of
» data increases the importance Of

$' .

good underwriting skills, he said
Also, regardless of the changes,

-

successful insurers will need to

handle claims fairly and in a way
that customers perceive the fair-
ness, Mr Berkley said

Kai Ahlmann, chairman, presi-
-.

+
dent and chief executive officer of

Employers Reinsurance Corp of
Overland Park, Kan, said that
within the rapidly changing busi-
ness world, insurers and reinsur-

ers must focus on three key issues
Those keys are

• First, insurers and reinsurers

must focus on what they do best
and outsource other services thal

can be provided more efficiently
by other companies, he said

Already, "you can build a virtu-
al insurance company and proba-
bly run it at half the cost of a tra-
ditional operation," Mr Ahlmann
said

Most insurers will have to learr

how to outsource back-offic€

functions to other companies
which often may be located ir
other countries, he said

• Second, insurers must offei
superior quality In the same waj

Innovation that top manufacturing compa-
nies are seeking to eradicate al
errors in their production lines

Many reinsurance companies call themselves innovative. What does it really mean to be innovative? It means being first insurers must eliminate errors ir

the delivery of insurance services
and it means anticipating market trends. CNA Re offers a number of specialized products to help you adapt to the Mr Ahlmann said

changing reinsurance landscape and a client-focused staff who develop the kind of creative solutions your company needs To attain that goal, insuren
must work with their customer.

to also be a leader. Combined, our products and staff form a reinsurance company that proves innovation through action. and build scorecards with whick

they can measure their achieve

And that takes commitment. Co)*1464.60 Reto,6ioskipsSM ments, he said

• Third, insurers must embrac,A Find out why brokers and clients alike come to us technology, particularly the Inter

THE BRITISH
for innovative reinsurance solutions. CNA RE

net and use it to access their cus

tomers more efficiently Mr

INSURANCE
Ahlmann said

AWARDS 1998 Contact us today at www. cnare.com Another change that is affectint
WINNER many companies is the growth ir

the number of mergers and acqui

Amsterdam Atlanta Bermuda Chicago Columbus Dallas Hartford London Los Angeles Milan New York Singapore Toronto Zurich sitions among insurers, sal(

Stephan L Christiansen, senio
See Focus on page I



What's the

simplest i,vay

back to I,won«?

0

AN EMPLOYEE IS AT HOME

ILL. ANOTHER IS INJURED ON

THE JOB. WITH AN INTEGRATED

PLAN FOR OCCUPATIONAL AND

NONOCCUPATIONAL ILLNESSES AND

INJURIES, BOTH CLAIMS ARE REPORTED

THROUGH A SINGLE TOLL-FREE

NUMBER. ONE NURSE MANAGES THE

DISABILITIES AND RETURN - TO - WORK

PLANS. ONE CLAIM EXAMINER INVESTIGATES

AND ASSESSES BENEFITS. AND ONE SYSTEM

PROCESSES THE CLAIMS. IT's AN INTEGRATED

APPROACH THAT ALLOWS EMPLOYEES TO

RETURN TO WORK FASTER AND LETS

EMPLOYERS GET BACK TO BUSINESS. IT'S

INTEGRATED DISABILITY MANAGEMENT FROM

WAUSAU, THE BUSINESS INSURANCE EXPERTS.

The business insurance experts. AWAUSAU
WAUSAU INSURANCE COMPANIES • 2000 WES['WOOD DR., WAUSAU, WI 5440I • WWW.WAUSAU.COM • A+ A.M. BEST RATING • NATIONWIDE INSURANCE ENTERPRISE®



6 /Business Insurance, November 16, 1998

Change
Continued from page 4
vp at Conning & Co. in Hartford,
Conn.

The driving force behind the
change is the maturity of the in-
surance market, Mr. Christiansen
said.

In the 1960s and 19704 proper-
ty and casualty insurers were
growing at such a pace that their
main concern was how to cope
with that growth.

Now there is little growth in de-
mand for insurance, so the princi-
pal way in which insurers now
grow is by purchasing other in-
surance companies, Mr. Chris-
tiansen said.

But in the rapidly changing en-
vironment, insurers must proceed
with caution when they make ac-
quisitions, warned Employers
Re's Mr. Ahlmann.

-rontiar
INSURANCE GROUP, INC.

Rock Hill, New York 12775
800-836-2100 • NYSE-FTR

The absorption and integration
of another company is distracting,
and as the market is so competi-
tive, insurers risk being out-
flanked by a competitor while
they concentrate on internal is-

Tax-free cat reserves

would put insurers in a
better position to pay
claims after the event,

says Robert T. Herres.

sues, he said.
"If you acquire another compa-

ny, you really have to be on top of
the situation and do everything
really fast," according to Mr.
Ahlmann.

One change that has not yet tak-
en place in the insurance industry

but should is the establishment of

tax-free catastrophe reserves, said
Robert T. Herres, chairman and

CEO of USAA Group in San An-
tonio, Texas.

"Catastrophe management is
one of the largest problems of the
industry," he said.

One day, a hurricane will hit the
United States and cause $100 bil-
lion in damage, and the insurance
industry will not be able to deal
with such a large loss, Mr. Herres
said.

If insurers were allowed to set

aside a limited amount of tax-ex-

empt catastrophe reserves that
could only be used to pay claims
after a large catastrophe, they
would be in a much better posi-
tion to pay claims after the event,
he said.

Robert L. Bailey, chairman and
CEO of State Auto Insurance Cos.

in Columbus, Ohio, moderated the
session. ml

traditions
For

alternative

Renewals, sessions
draw many to NAll

BOSTON-Nearly 1,600 regis-
trants attended the 53rd annual

meeting of the National Assn. of
Independent Insurers held Nov. 8-
11 in Boston.

Several hundred othens attended

to hold renewal meetings outside
of the main event. Throughout
each day, suites and lobbies in the
convention hotels were filled with

insurers, brokers and reinsurers

embroiled in year-end renewal ne-
gotiations.

Inside the convention, attendees

heard a lively group of speakers
analyze the recent congressional
elections, econornics and insurance
regulation.

The speakers included George

FRONTIER INSURANCE GROUP, INC.
A long time player in specialty markets, Frontier is uniquely able to
provide you with the expertise and insurance services vital to successful
onshore/offshore risk-sharing vehicles such as captives, rent a captives,
risk retention groups and other forms of alternative risk transfer

We will work with our clients in designing the right program to meet their
needs The services critical to customizing coverages include
feasibility studies, fronting, reinsurance support, loss control, claims
handling, legal, actuarial, underwriting and administration. These
services are available bundled or unbundled. We don't put you off with

red tape - we listen and respond. Our ability to create value added
features gives you a strong competitive edge

Since its founding in 1977, Frontier has established an enviable reputation
as a leader in the development and underwriting of specialty insurance
programs. Through quick decision making, agile positioning and the
creation of value-added products and services, Frontier continues to
provide the necessary ingredients to assure a quality product at a
reasonable cost for its client-partners.

The Group offers a choice of admitted and non-admitted carriers depend-
ing on the needs and requirements of the clients. For more information on
Alternative Risk solutions with Frontier, please call either Dick Marshall
@ 800-836-2100, ext. 5341 or Kevin Jeffery, ext. 5402.

Stephanopoulos, the former senior
adviser to President Clinton;
Christopher Matthews, host of a
program on the CNBC cable net-
work; Laura Ingraham, a political
analyst for NBC News; Paul Krug-
man, an international economist
and consultant; Harry S. Dent Jr.,
a business author who sees strong
links between economic perfor-
mance and population statistics;
and GeorgeM. Reider Jr., commis-
sioner of insurance in Connecticut.

The 1999 meeting will be held
Oct. 31 to Nov. 4 in San Diego.
More information is available from

the NAII at 2600 River Road, Des
Plaines, Ill. 60018; 847-297-7800;
fax: 847-297-5064; www.naii.org.
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Opinions
Gun suit misses the mark

N
EW ORLEANS' LAWSUIT seeking to hold gun
manufacturers liable for the public cost of hand-

\l

gun violence misses the target.

A recent lawsuit filed by the city seeks to recover mil- 6 14
lions of dollars of public money spent in response to &AC[(0 1
handgun violence, such as medical and police services, by

alleging that handguns are unreasonably dangerous
products (BI, Nov. 9). The suit seeks compensatory and
punitive damages based on the costs of responding to ac-
cidental shootings by children, teen suicides, homicides
committed by children and violent crimes committed pgoDUCI
with stolen weapons. The lawsuit is the first of its kind ABILITY
by a public entity, and other cities may follow suit. LA 2/,%44/A 'E

But, as we said when this theory of liability was first f \011 1
tested in California in 1994 by victims of a rampage in a 
San Francisco law firm, using product liability law to try 1
to solve societal problems is inappropriate. Those laws i
are intended to allow consumers to sue manufacturers

and sellers of products that, because of defects, cause un- L
expected injury or damage. By expanding and distorting
product liability law to fit this situation, manufacturers

of all products will find themselves with a greater expo-
sure to frivolous litigation.

Where will such expanded product liability suits end? -
Will pharmaceutical companies be sued for drug over-
doses? Will utilities be sued for accidental electrocutions?

To be sure, responding to criminal and accidental vio-

lence involving handguns costs public government enor-
mous amounts of money in terms of medical and law en-
forcement services. When guns accidentally kill or injure
children, it is painful and tragic. When guns are as readi-
ly found in the hands of lawbreakers as they are in peo-
ple with legal uses for guns, it is downright criminal.

But the fact that guns cause injury or damage is nei-
ther a surprise nor the result of a design flaw; it's what
the product was designed to do. It's not as though con-
sumers bought a product designed to make toast but

found out it could kill people.
In addition to misusing product law, New Orleans' en-

tire strategy of filing a civil suit seeking damages seems
misdirected. How effectively will the problem of hand-
gun violence be solved by a lawsuit that exacts a penalty
for losses after the fact? And who really benefits? The city
or shooting victims? Not likely. It's the attorneys who are
driving this litigation that stand to gain, regardless of the
outcome. As the Warren Zevon song says, we're talking
about "lawyers, guns and money."

111

ARD TAL
D[SIGN FLAW IS....1

. 746

That's why we believe that if cities such as New Or-

leans and Chicago, which is suing gun sellers for dam-
age caused by handguns under public nuisance laws-re-

ally want to curb handgun violence, there are far more
direct methods of achieving this.

Government entities should have the courage to take
more direct steps to eliminate the problem.

Some local governments have tried to ban handguns
outright, even in the face of constitutional challenges.
Others impose purchase limitations and strict licensing

requirements, including waiting periods and background
checks. Some have laws banning the sale of guns to mi-
nors, while some also have child access protection and
safe storage laws. If cities want to cut the cost of hand-
gun violence, those are far more proactive approaches
than suing for harm already caused.

New Orleans may well argue that its lawsuit will force

gun manufacturers to make their products safer. But will

that really happen? It's not likely.
Even if hand gun manufacturers devise new safety

products, the onus is on the gun owner to purchase these

enhancements, or to trade in a gun for a safer model.

That still shifts the ultimate responsibility and liabili-
ty for gun safety to the gun owner. That, we believe, is
where it belongs.

Letters

 Faceless' brokers lack client concern
To the editor: Many laborers in the insur- pay losses and expenses exceeds the premi-

ance vineyard would like to see come true the ums and investment income flowing in that
prediction made by Edmund F. Kelly, the the market changes. That is how it has
president and chief executive officer of played out in the past.
Boston-based Liberty Mutual Insurance Co., By the time cash flow is negative, insurers
of an end to the soft market (BI, Oct. 19). The can no longer survive on premiums that are
forecast of a relatively gradual and gentle only adequate. They have to pay for unfund-
tightening of the market is even more de- ed losses already in the pipeline. They need
lightful to contemplate. A return to prof- premiums that are excessive. For that reason,
itability without trauma would be ideal. among others, soft landings have not been a

However, whether current business is characteristic of changes in the underwriting
profitable or not has never been an indicator cycle.
of a turn in the insurance cycle. As a group, The love affair between insurers and some

insurance companies have the will-and the of their commercial clients is not a new one.

accounting systems-to continue to write Many insurers and risk managers have often
unprofitable business until cash flow revers- wondered aloud about the function of the

es. It is only when the money flowing out to agent or broker. Resentment of intermedi-
aries is legendary. "Non-broker options"

 were inevitable.
Business Insurance welcomes letters to i As brokers become larger, they are begin-

the editor. Re section is intended to be a fo-  ning to resemble insurers. Burdened with
rum for readers' opinions and comments., bureaucracies and governed by unwieldy
We reserve the right to edit letters for claity j procedures, both scratch to maximize their
or space. We wilt not publish unsigned let- ' profit on the insurance transaction at every
ten. Ptease send your Letters to Letters to I level. As the local independent agent is re-
the Editor, Business Insurance, 740 N. Rush 1 placed by branch offices of international
St., Chicago, m. 60611; fax: 312-280-3174; brokers-staffed by people who learned the
e-mait· pwinston@emin.com business working for insurers-who can

__2 blame the client for being confused? How

can a client distinguish between the two?
Both speak the same language and have the
same agendas.

The gaggle of international brokers with
more capital than many highly visible insur-
ers is a relatively new development. The in-
dependent agency run by an entrepreneurial
individual or family, with roots and interests
in a specific community, created the insur-
ance business as we know it. Now many such
agencies have been replaced by corporate
brokers just as faceless as the insurers they
represent. Brokerage services are sold as a
commodity just like the insurance packaged
with them.

Insurance sold to industrial and commer-

cial interests was, until just a short time ago,
brokered by knowledgeable entrepreneurs
who were savvy and aggressive. In response
to challenges such as the change in the cy-
cles, they improvised, found alternatives to
insurance, and educated their clients in the

complexities of the marketplace. The prof-
itability of their business came second to the
welfare of their clients. They would give up a
chunk of business before endangering the in-
terests of their insured.

However, that is now looked upon as the
See Letters on page 29
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Medicine
Continued from page 3
cated TV shows or your local me-
dia, there isn't a week that goes by
(without) a story about comple-
nnentary and alternative

medicine."

He also suggested that many
people may be embracing "high-
touch" alternative medicine in re-

sponse to the perception that they
are receiving less care from their
health maintenance organiza-
tions.

"The growing popularity of al-
ternative medicine can be tied to

the backlash against HMOs," he
said.

Indeed, alternative medicine is

one of the fastest growing seg-
ments of the U.S. health care in-

dustry, according t6 a 1993 study
by the Harvard Medical School
that found $13 billion is spent an-
nually on alternative procedures.

The study also found that pa-
tients made more visits to alterna-

tive medicine practitioners than
to their primary care physicians.

"It was a very defining mo-
ment," according to Mr. White. "It
was a watershed study that gave
the impetus to traditional
medicine to look at complemen-
tary medicine."

Currently, 40% of Americans
use some form of alternative

medicine, according to a study
published this year in the Journal
of the American Medical Assn.

But while alternative medicine

may be growing in popularity, it is
still considered akin to "witch-

craft" by many of those unfamil-
iar with the procedures, Mr.
White pointed out.

"When people think of comple-
mentary medicine or alternative
medicine, they instantly think of
this very little matchbox store
where the beads are hanging
down and you have incense burn-
ing in the background," Mr. White
described. "And for those of you
who are 'Deadheads,' the Grateful
Dead is playing on the stereo, and,
of course, the owner is from Eu-

gene, which is in Oregon, and
drives a Volkswagen bus."

But companies like Alternare, in
attempting to integrate alterna-
tive medicine into traditional

Western medicine, are working to
change that image, according to
Mr. White.

"We want to professionalize the
industry and move away from
that stereotypical image. . .and
apply what we learned in the
world of managed care to the
world of complementary and al-
ternative medicine," he said.

Alternative medicine focuses on

maintaining the health of the
"whole person" through natural
methods, Mr. White explained.

Perhaps the most well-known

'The growing popularity
of alternative medicine

can be tied to the

backlash against HMOs,'
says Dale A. White.

types of alternative medicine
treatments are: acupuncture, chi-
ropractic care, naturopathic
medicine, nutritional supplements
and massage therapy.

"Those four or five disciplines
are. . .probably the most sought-
after disciplines by consumers,
health plans and employers
groups," Mr. White said.

"But that's not where alterna-

tive medicine stops," he pointed
out.

"There's obviously a whole host
of more esoteric services that

complement what we call main-
stream alternative medicine," he
said. These include: aromathera-

py, homeopathy, hypnotherapy,
magnetic therapy, meditation and
yoga.

"I think it's misleading to say if
you've added chiropractic treat-
ment and acupuncture to your
benefit program that you've re-
sponded to this demand for alter-
native medicine," Mr. White con-
tended.

"The challenge downstream. . .
is how will we respond to the
more esoteric therapies down-
stream when customer demand

and consumer interest begins to
focus on some of'those therapies,"
he said.

The fact that not every state re-
quires alternative medicine

providers to be licensed is one of
the major challenges managed
care organizations face when con-
sidering adding coverage for such
treatments, according to Mr.
White.

"Only chiropractors are li-
censed in all 50 states," Mr. White
said, while acupuncturists are li-

censed by 34 states, massage ther-
apists in 25 states, naturopaths in
13 states and homeopaths in four
states.

"The absence of consistent li-

censing standards has slowed ac-
ceptance by managed care," he
said. "But some managed care or-
ganizations are developing their
own credentialing standards re-
gardless."

Another obstacle to integrating
alternative medicine is that such

procedures are administered pri-
marily on a cash basis, Mr. White
added. And few, if any, alterna-
tive medicine practitioners pur-
chase medical malpractice insur-
ance.

Despite those roadblocks, Mr.
White said he believes more and

more HMOs, insurers and self-in-
sured employers will begin to pro-
vide coverage for alternative
medicine.

"Already many HMOs are offer-
ing complementary and alterna-
tive medicine in order to differen-

tiate themselves in the market,"
he observed.

And a number of employers are
offering access on a discounted
fee-for-service basis through net-
works like Alternare, he said.

Mr. White provided examples of
some common coverage arrange-
ments:

• $10 or $20 per visit copayment
with a $500 to $1,500 maximum
annual benefit.

• A 12- to 24-visit limit per year
with coverage of $20 to $30 per
visit.

• 50% coinsurance up to an an-
nual maximum benefit of $500 to
$1,000.

While these coverage limits may
seem low, they are sufficient
based on a study of Alternare
member usage, according to Mr.
White.

"Utilization has been lower

than anticipated," he said, with
the average user spending just
$300 to $400 per year. El
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Aging workforce
likely to raise costs

By JOANNE WOJCIK

SEATTLE-The graying of the
U.S. workforce will pose new
challenges for employers.

Because older workers suffer

from more chronic diseases and

take longer to heal after injuries,
employers will pay more for
health care in their benefit and

workers compensation programs.
And with fewer new workers

paying into Social Security, the

17thnnual ISCEBS
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Benefits
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federal government will likely in-
crease payroll taxes, predicted Dr.
G. Kristin Crosby, during a pre-
sentation at the 17th Annual In-

ternational Society of Certified
Employee Benefit Specialists Em-
ployee Benefits Symposium held
Nov. 1-4 in Seattle. Dr. Crosby is
the national medical director for

Intracorp, a Philadelphia-based
managed care company.

But the news isn't all bad, ac-
cording to Dr. Crosby. Older
workers also are more productive
than their younger counterparts,
and they adapt easily to technolo-
gy and have fewer unscheduled
absences, she said.

"Nobody's ever lost a penny
betting on the baby boomers,"
said Dr. Crosby, advising employ-
ers to keep an eye on the group of
employees born between 1946 and
1963.

The leading edge of baby
boomers will turn 65 in the year
2011, and in the year 2022, those
born in 1957-the peak year of the
baby boom-will turn 65. On av-
erage, 40% of the workforce-55
million workers-will be over age
60 in the year 2015.

While people retired early in the

19505 through the 1990s, the
"baby boom generation may not
retire," she said.

Fortunately, technological ad-
vances of the past decade will
make it possible for aging baby
boomers to keep on working, she
said.

"Eighty-eight percent of today's
jobs are knowledge-based jobs,"
which can be performed well by
older workers, Dr. Crosby said.

Even though standard IQ tests
only apply to those under age 65.
"there's not a significant decline
in IQ until after you reach age
80," she said.

And while younger workers are
faster, older workers are more ae-
curate, she said.

Still, older workers are likely to
take a toll on employee benefit
plans and workers compensation
programs, Dr. Crosby acknowl-
edged.

"As you age, the body's reserve
becomes less. You're literally 5
'running on empty' by using more,
reserves for your everyday needs,' '
she explained. "It's a setup for cu-
mulative trauma disorders," such 1
as carpal tunnel syndrome, lower-
back strain and shoulder injuries.

Employers can help prevent
CTDs by implementing er-
gonomics programs, instituting
job rotation and requiring work-
ers to take regular breaks.

For example, computers could
be equipped with chimes that
sound every 30 minutes to remind
workers to take a break and

stretch, she suggested.
Because chronic disease statisti-

cally affects one-third of older
workers, employers should insti-
tute disease management pro-
grams.

"The good news is 80% of
chronic disease is related t.o

changeable lifestyle factors like
smoking and obesity," she pointed
out.

But employers will have more to
worry about in the future than in-
creased health care costs among
their own workers.

See Workforce on page 14
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"Uncle Sam wants you. He wants
you to pay his bills," Dr. Crosby
warned.

"Your plans will have to integrate
with Social Security," and "if there's
any tax increase, guess who pays the
bill? You as employers and we all as
employees."

She predicted that Congress likely
will pass legislation making retire-
ment plans portable, similar to the
Health Insurance Portability and Ac-
countability Act that made health
care coverage portable.

"We may see new vesting schedules
to account for job mobility," she said.

And while benefits have been ex-

empt from taxation, that may change
as the government looks for new
ways to pay for its services. The Bal-
anced Budget Amendment, which re-
quires that any future tax cuts be

paid for, could lead to taxes on em-
ployee benefit plans, Dr. Crosby cau-
tioned.

"This will be a cultural step em-
ployees may have to take," she said.
Tax-free benefits are "an anachro-

nism from World War II, when wage
and price controls prevented employ-
ers from giving raises. Instead, they
gave workers benefits."

To keep health care costs in check
in the future, employers will likely
have to force more employees into
health maintenance organizations.

"Spread the concept of the defined
benefit to other benefits, such as
health care. For example, employers
would contribute a set amount and

the employee can contributemorefor
more expensive plans," Dr. Crosby
said, noting that the base amount
paid should be that for a basic man-
aged care plan or HMO.

"We need to dissuade the popula-
tion from the notion that more care is

better care," she said. ial

Tailored work/life benefits
fit needs best: Consultant

By JOANNE WOJCIK

SEATTLE-To be effective,
work/life benefits should be tai-
lored to meet the needs of each

employer population, a benefits
expert says.

While the work/life benefit
trend started off as providing
child care programs as part of em-
ployee benefit plans, "it's not
child care. It's not time off. The

solution for every employer is
very employer-specific," said Car-
01 M. Sladek, a consultant at He-
witt Associates L.L.C. in Lin-

colnshire, Ill.
"Unfortunately, many employ-

ers are stuck in the work and fam-

Most reinsurers are all too willing to talk about their business. But how many of them find time

to talk about yours? At ERC, our series of Quality Initiatives help us find new ways to connect with

customers, to help us explore their specific concerns and find innovative solutions. After all, our

business is helping yours. Il's a world of risks. Be prepared.

Employers Reinsurance Corporation • www.ercgroup.com • 800 255-6931

e

ily bubble, which can generate
backlash," Ms. Sladek told atten-
dees at the 17th Annual Interna-

tional Society of Employee Bene-
fit Specialists Employee Benefits
Symposium, held Nov. 1-4 in
Seattle.

Perhaps because many employ-
ers haven't expanded beyond
child care, less than 50% of work-
ers say they have used work/life
benefits, Ms. Sladek said, citing a
recent Gallup Poll.

"Why aren't more employees us-
ing them?" she asked. "Because
they don't meet all the employees'
needs."

Many employees also fear that
taking advantage of these benefits

A GE Capital Services Company

ERC

© 8?01998

will hurt them professionally, she
said. But the objective of
work/life programs is to help em-
ployees balance their work and
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personal lives so that they can be
more productive on the job, Ms.
Sladek explained.

"For years, we were told, 'If
you're having a bad day at home,
don't bring it to work," " she said.
"But today, there's the recogni-
tion that we can't separate the
two..

Because "time is really the great
equalizer-we all have only 24
hours in a day," it should be the
centerpoint of a good work/life
benefit program, according to Ms.
Sladek.

For example, employers can of-
fer alternative work schedules so

that employees work the same
number of hours but at times that

are more convenient for them.

Employers also need to train su-
pervisors not to penalize workers
who use work/life benefits.

"For work/life programs to be
effective, most organizations must
change. It really has to be some-
thing that your culture em-
braces," Ms. Sladek said. "You
have to get to the middle man-
agers and make them understand
the business connection" of

work/life benefits.

For example, employers need to
focus more on results and less on

hours worked. They also will need
to give workers more control over
their time.

"In other words," Ms. Sladek
said, "treat people like adults."

When applied appropriately,
work/life benefits can have a pos-
itive impact on company loyalty
and morale, she said, pointing to a
paid time-off program instituted
at St. Louis-based Ralston Purina

CO.

Under the program, employees
are able to save up sick days, va-
cation days and personal days in a
"paid time-off bank" to be tapped
whenever they need them. And af-
ter five years, employees are eligi-
ble to take a sabbatical using the
time in their PTO bank account.

"They believe it has had a posi-
tive impact on retention, because
people stay until they get their
sabbatical," she said.

Because the needs of employees
are constantly changing, a good
work/life benefit program should,
too, according to Ms. Sladek.
"Otherwise, you'll end up in two
or three years where you are now.
It's a kind of constant bench-

marking situation," she ex-
plained.

What should employers mea-
sure?

"Everything," she said. "How
many are using it? Who's using it?
What's the business result? What

effect has it had on productivity?
How do managers feel about itl
What is it costing?"

"The more statistical informa-

tion you get, the more that feeds
into management buying into the
program," Ms. Sladek said. "They
want to be able to see that it

works." Ell
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Formal process advised in vendor searches
By JOANNE WOJCIK

SEATTLE-The question for
most employers today is not
whether to outsource employee
benefits administration but rather

how to outsource, benefits experts
say.

Why has outsourcing become the
trend?

As more and more companies
"rightsize," they are focusing on
their core competencies, which
seldom include employee benefits
administration, explained Peter E.
Warner, senior manager of the
Employee Benefit Group at De-
loitte & Touche L.L.P. in San
Francisco.

Companies also are responding
to employee demands for better
service, Mr. Warner told those at-
tending a session on outsourcing
at the 17th Annual International

Society of Certified Employee
Benefit Specialists Symposium,
held Nov. 1-4 in Seattle.

"They want to see the same tech-
nology and service levels as they
get from their banks with ATMs,"
Mr. Warner said. "But companies
don't have the money for this. The
more difficult it becomes to sup-
port these programs, the greater
the reason for outsourcing."

Indeed, Stamford, Conn.-based
Xerox Corp. decided to outsource
most of its benefit administration

six months ago in order to get a
better value for its employees, ac-
cording to Kathleen Russell, man-
ager of employee benefits and cor-
porate human resources in Stam-
ford.

"Our new hires wanted immedi-

ate 401(k) participation," Ms. Rus-
sell explained. "But we did not
have the technology in-house to
process benefits in a daily envi-
ronment."

In addition, employees wanted
to do their own retirement savings

projections and have Internet ac-
cess.

"Xerox wasn't going to spend
money on that," she said. "So out-
sourcing made sense."

Not only was outsourcing more
cost-effective, it actually saved
Xerox money, according to Ms.
Russell.

"We came in 20% lower than

business-as-usual costs," Ms. Rus-
sell said.

Perhaps the most difficult part
of outsourcing is selecting a ven-
dor or vendors, depending on the
route an employer chooses to take,
according to Mr. Warner.

"There is no one best vendor,"
Mr. Warner said. "Finding a ven-
dor is like matchmaking. It de-
pends on the corporate culture,
what is the best fit for your orga-
nization."

Mr. Warner said he always rec-
ommends that his employer clients
use a formal bidding process to se-
lect an outsourcing vendor.

"It's a mistake to use your exist-
ing vendor," Mr. Warner said.
"Let the process, not politics,
choose the vendor. It's a fiduciary
process that's fair and not politi-
cally driven."

Ms. Russell agreed that politics
should be separated from the ven-
dor selection process.

"People come at it with real pas-
sion, especially since many of
them will be out of a job at the end
of the process," she said. "You just
want an arm's-length process."

She cited her own experience as
an example.

"The treasury department con-
trolled $6 billion in pension assets;
the HR department had plan de-
sign. The challenge was how to get
these different parts of the organi-
zation to work together," she ex-
plained.

Mr. Warner also cautioned em-

ployers to consider each vendor's

self-interests while reviewing
bids.

"Everyone has an agenda. Con-
sultants want all of your consult-
ing business, banks and invest-
ment organizations want to man-
age your assets, and insurers want
to sell you insurance products," he
said.

He also pointed out that the best
vendors, which he defined as those

ty," Mr. Warner explained. "By
contrast, the defined contribution
market is mature. The market

is highly competitive now, and
it's a good time to look for a ven-
dor."

Similarly, health and welfare
administration with interactive

voice response technology is avail-
able to virtually every employer
regardless of size, Mr. Warner

'There is no one best vendor. Finding a
vendor is like matchmaking. It depends on
the corporate culture, what is the best fit
for your organization,' says Peter E. Warner.

with the most outsourcing experi-
ence, are likely to have waiting
lists.

"The larger the project, the
longer it will take to implement,"
he said.

Ms. Russell concurred.

"When I talked to vendors, I was

surprised at the waiting lists," she
recalled. "Some said, 'I'll take
your business, but it will take two
years.

The recent merger and acquisi-
tion activity in the consulting
business also has reduced the field

of potential players, she added.
"A contract I worked on for six

months now has to be redone" as a

result of a merger, she said.
But even though total outsourc-

ing is difficult because of the lim-
ited number of vendors that have

the capability, outsourcing parts
of employee benefit plan adminis-
tration is much easier, according
to Mr. Warner.

"Total outsourcing is not a very
mature market, and the maturity
of the market dictates availabili-
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said.

However, the "defined benefit
administration market is not as

available unless you're willing to
let the vendor manage your assets,
too," he said.

Employers that outsource their
benefits administration should be

aware that they are not transfer-
ring their fiduciary obligations in
the process, Mr. Warner pointed
out.

"No vendor will accept liabili-
ty," Mr. Warner said, adding the
caveat: "However, the courts may
deem the vendors to be fiducia-

ries."

Still, it's important to put spe-
cific liability language in the out-
sourcing contract, Mr. Warner em-
phasized. "It's a great safeguard to
have."

Ms. Russell said Xerox "tried to

get the vendors to take on fiducia-
ry liability" but was unsuccessful.

"This is where vendor manage-
ment is important," she said, ex-
plaining that if the vendors won't
accept liability, they need to be
watched very carefully.

As an alternative to shifting lia-
bility, Ms. Russell recommended
that employers put vendors' fees at

risk, so that they pay for their mis-
takes.

Regardless of what performance
guarantees are negotiated, em-
ployers should make sure they
have contracts with every vendor.
Mr. Warner advised.

"It's a big mistake not to have a
contract," he said, recounting the
tale of a company that invested $2
million in fees with a vendor that's

not performing as well as expect-
ed. "They can't get out because
there wasn't a provision for a way
out."

Mr. Warner listed the key ele-
ments of an outsourcing vendor
selection process:

• Complete your strategic out-
sourcing planning.

• Gather and review information

on your current process.
• Conduct a request for informa-

tion.

• Conduct a request for propos-
al.

• Host a bidder's conference

where vendors will be quizzed.
• Analyze the RFP responses.
• Select finalists.

• Conduct a vendor "discovery
process," thoroughly reviewing

the organization's capabilities. 
"Sometimes it's good to have the

outsourcing vendor come in and
see what you've been doing inter-
nally," Mr. Warner suggested.
"Their fees may come down when
they see what they're getting
into."

Ms. Russell agreed. "If they
know what your data looks like,
they may price the job better," she
said.

Mr. Werner also recommended

employers check all vendor refer-
ences.

"You need to probe far enough,
because vendors won't give you
the names of those who are dis-

pleased with their service," he
said.

Finally, "think through what all
the things are that could happen
and put them in the contract," he
advised. Eli

Internet use a priority
for retirement planning
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SEATTLE-The use of Inter-

net technology for retirement
planning is employee benefit
professionals'
top priority -
for 1999, a
new survey

shows.

Results of

this year's
"Top Five

Benefit Prior-

ities for 1999"

survey were

announced at

the 17th Annual International

Society of Certified Employee
Benefit Specialists Employee
Benefits Symposium, held Nov.
1-4 in Seattle. The ISCEBS and

the Employee Benefit Group of
Deloitte & Touche L.L.P. joint-
ly conducted the survey.

Evaluating, implementing
and expanding the use of Inter-
net and intranet applications
for retirement planning was
ranked highest, with 47.4% of
respondents picking it as their
top priority from a list of topics.

Other key concerns of benefit
specialists, in order of impor-
tance, are:

• Providing financial/retire-

ment planning tools and infor-
mation, 42.3%.

• Offering increased invest-
nnent educa-

- tion, 38.6%.
• Emphasiz-

ing/improving
the quality of
employee com-
munications

materials,
36.4%..

• Expanding
the use of em-

ployee self-ser-
vice technology for communica-
tions and/or administration,
32.7%.

A total of 652 employee bene-
fit specialists attended this
year's symposium. Next year's
symposium is scheduled to be
held Oct. 3-6 in Orlando, Fla.

For more information about

the conference, the survey or
the ISCEBS, visit the ISCEBS
World Wide Web site at

www.ifebp.org/ishmpage.html.
The ISCEBS can be contacted

at 18700 W. Bluemound Road,

P.O. Box 209, Brookfield,
Wis. 53008-0209; 414-786-8771;
fax: 414-786-6647; e-mail:

iscebs@ifebp.org.
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Internet use requires E&0 risk management
By RICHARD TROUT

ven though advances

E in technology are
revolutionizing in-
surers' business prac-
tices, avoiding errors
and omissions liabili-

ty on the Internet is a matter of
old-fashioned common sense.

Confidentiality of information
and unauthorized access proba-
bly will be the main issues sur-

rounding E&0 exposure on the
Internet, said Bruce B. Coates,

profit center manager for the In-
surance Industry Professional
Group of Employers Reinsurance
Corp., both based in Overland
Park, Kan.

As insurers and agents con-
template a future of doing busi-
ness on the Web, they also will
have to consider ways to keep
their systems secure. For exam-

ple, hackers might be able to
gather sensitive information on
an insurance company's clients
if the insurer's World Wide Web

site has weak security.

"There are additional (E&0)

exposures-though not insur-
mountable, by any means-that
the traditional insurance poli-
cies haven't kept up with," said
Chip Lawson, senior product
manager at IVANS in Tampa,

Fla. For example, Web sites may
contain complicated or inade-
quate explanations of coverage.
IVANS provides information
technology and networking ser-

vices to the insurance industry.
But, the insurance industry's

future Internet E&0 liability ex-

posure will depend on how
much business is transacted on-

line, he said.

It is the end users, after all,

who will determine whether

selling insurance online will be a
successful endeavor, let alone

whether E&0 liability will be a
significant issue, said Mr. Law-
son..

"There is a question whether
consumers will realistically buy
insurance on the Internet," he

says.

At the same time, insurers and
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agents "need to understand how
their customers are probably
more eager to start using these
new technologies than they
are," said Virginia M. Bates,

president of Boston-based VMB
Associates, an agency consul-
tant.

Mr. Lawson said he is not

aware of any insurers or agents
that bind insurance policies on
the Internet, though many do
online marketing and provide
informational Web sites. "The

focus is on customer service and

marketing, not selling, and there
is a big difference between shop-
ping and buying," he said.

Selling an insurance policy is a
fairly complex financial transac-
tion and, therefore, not ideal for

the Internet, Mr. Lawson ex-

plained. "Making claims pay-
ments, renewing a policy or

changing a policy are far simpler
transactions with far less finan-

cial risk than buying insurance,"
he said.

If selling insurance online nev-
er takes off, it's possible the
problem of E&0 liability for In-
ternet transactions will barely
exist, Mr. Lawson added. Other

E&0 exposures may crop up
among the community of
users-among agents or between
agents and insurers-but he said 1
he doesn't foresee much E&0

exposure for direct sales of insur-
ance over the Internet.

Although the law of supply
and demand ultimately will de-
termine whether insurance com-

panies can take advantage of the
Internet, reducing the number
of mistakes in online transac-

tions will make doing business
over the Internet more attractive

to buyers and thus increase de-
mand.

Using disclaimers is one step
agents can take to reduce their

E&0 liability, said Madelyn
Flannagan, manager-informa-
tion services for the Indepen-
dent Insurance Agents of Ameri-
ca Inc. in Alexandria, Va.

"Every agency has disclaimers
on their answering machines
about what you can and can't do
via the voice mail or the tele-

phone messaging system," she
said. "Agents will need to have
those same disclaimers on their

Web sites. . . .Those are things
that we'll be working on and

recommending as these things
develop."

Ms. Flannagan said Internet
E&0 liability hasn't been a sig- 1
nificant issue because most I

agencies have disclaimers on 1
their Web sites to protect against 
potential E&0 lawsuits. For ex- 
ample, a disclaimer may state,

See Electronic on page 160
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that coverage can't be bound im-
mediately if an e-mail is sent on

Sunday evening when the agency
isn't open. "Those are places

where misunderstandings can
arise, so it is incumbent upon the
agent to make sure he has the

proper disclaimers in place," she
said.

Ms. Flannagan predicts best
practices will come to the forefront
as agencies conduct more business
on the Internet. "An agency that
operates itself ethically and always
has will do so using this method as
well," she said. "You sort of have

to trust business to be conducted

in an ethical manner using this

method, just as you would any
other way." Checking the authen-

ticity off e-mails, for example, is no
different from checking soineone's
identity on the telephone, she not-
ed.

Ms. Bates of VMB Associates

agrees that producers can avoid er-
rors and omissions if they apply

the same principles for electronic
communications as they have for
conducting business in the office

environment. "An agency should-

n't be canceling a policy from an
e-mail transmission, any more

than they should be canceling a
policy from a simple note in the
mail," she said. "All e-mail is, is

fast regular mail."

"Agencies should use their same
F.&0 thought process for fast mail
as they do for traditional mail.

They're really not two separate
thought processes," Ms. Bates said.
Indeed, agencies should be more
sensitive to e-mail transactions, be-

cause those are easier to forge. "It

can be electronically clipped and
saved to the electronic file much

more credibly than paper can be
copied and saved," she said.

There are four categories of risk

involving E&0 liability over the
Internet, she said. They are:

• Marketing. Because Internet
access is worldwide, agents and in-

surers have to put disclaimers on
their Web sites that list the states

or jurisdictions in which they are

licensed to operate.
• Agency licensing. l his cate-

gory reinforces the licensing dis-
claimer of the first category by list-

ing the states or jurisdictions iii

which the insurers they represent
are licensed.

• Viewing online transac-
tions as normal operating

procedure. For example, explain-
ing coverage incorrectly on an

agency Web site can lead to an
EkO claim just as explaining it in-

correctly in policy documents
would.

•Accuracy of databases and
e-mail transmisions in a new

work environment. Because

agencies are beginning to link
their databases to their Web sites,

the agency is not the only user.
"For instance, the insured contrac-

tor who is putting a bid together at

night who needs to have a certifi-
cate won't have to wait until 9 0'-

clock in the morning and ask the

agency to get a certificate to him,"
Ms. Bates said, because he will,

have access to the agency's
database.

"What e-mail is going to do is

make the agent totally accessible,
which »means the agency's data-
base is going to be totally accessi-
ble, which means the database has

to be right, and agents are not in
the habit of keeping their databas-

es right," she said. In addition to
being accurate, databases also have
to be up-tc,-date, she added.

To reduce the potential for Inter-
net F.&0 claims, agents will have
to improve the accuracy and time-
liness of their internal operations;
they will have .0 advance techno-

1

logically in a very short period of
time, Ms. Bates said. "Agents are

going to have to change their in-
ternal operations to make them

good enough not only for inspec-
lion but for use by tile outside
world "

However, Web site technology
and e-mail might actually reduce
E&0 exposure, Ms. Bates stressed,
because they allow agents to work

more accurately and efficiently.
She predicts that within two years,
half of all business transactions

now dorie via the telephone will
be done through e-mail.

1:lectronic commerce hoids op-
portunkies as wel: as pitfalls,
agieed Mr. Coates. "Itt gives agents

1-

a tremendous opportunity to pro-
vide very fast very efficient service
and information to their clients

whenever they want it-seven

days a week, 24 hours a day," Mr.
Coates said.

But a tecnnological advance

such as e-mail can be a two-edged
sword. Because e-mail is perma-
nent documentation, it can reduce

the "he says, she says" confusion
inherent in regular mail, such as
when an agent mails ati updated
policy to an insurer but it never ar-
rives. It is far easier to prove that
an e-mail was sent and received, as

opposed to a letter, phone message
or fax.

Agents need to understand,

however, that deleting an e-mail
message on their screen d_)esn't
mean it's gone. The permanent

nature of backup copies and elec-
tionic "carbon copies" snould
cause an agent to think twize be-

fore putting something in an e-

mail that lie or she wouldn't put
in a letter to a client, said Mi.
(.oates.

E-nia 1 poses another potential
threat in tha. computer v ruses
can be attached to such collitillini-

cations, he added. If ati agent gets
an e-mail frcm an underwriter

with a virus attached and sends

that e-mail to i client, "does a gen-

eral liability policy cover that? l'm
not sure." El]

4
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Retrofit project aims to promote loss control
By AMANDA MILLIGAN

few weeks ago FATodd spent two days
volunteering in a
day care center in
Tillamook, Ore.

But he didn't have

to change a single dirty diaper or
comfort a single teary-eyed toddler.
Instead, Mr. Todd, a senior under-
writer for Seattle-based SAFECO

Corp., was placed on a team whose
responsibility was to make sure desk-
top items such as fishbowls were se-

faces.

A fishbowl

fIBHS seems harmless,

imitute ft,r Blizliess & HomeSafety butwhenanat-

ural disaster

strikes, it can become a deadly ob-
ject, say volunteers in a pioneering
project by the Institute for Business
& Home Safety to retrofit the na-
tion's day care centers to protect the
children who spend much of their
day in the centers.

The IBHS is a Boston-based insur-

ance industry initiative with the goal

of minimizing the devastation of
natural disasters, from human suf-

fering to property damage.
One IBHS goal is to retrofit 93,000

non-profit child care centers over
the next five years. In doing so, the
group hopes to show dtizens of ev-
ery community how to protect
themselves and their property from
extensive damage caused by natural
disasters. Many of these measures
are alternatives to filing insurance
claims to cover preventable dam-
ages, said Harvey Ryland, president
and chief executive officer of the

0

IBHS.

In addition to attaching potential-
ly mobile objects to secure surfaces,
other volunteers placed plastic tubes
over fluorescent lighting to catch the
shattered glass from broken bulbs,
attached reinforcements to shelves

to prevent them from tipping, and
installed "catch latches" to cabinet

doors to hold them dosed if they are
rattled by tremors.

Comparing the group's disaster
mitigation efforts to the car safety
campaigns of 30 years ago, Mr. Ry-
land explained that it is important

to instill the proactive loss control
philosophy in school-aged children.

"One day (these children) will not
live or work in a building that is not
safe from natural disasters," he said.

"If we don't start today, we'll neveI
get there."

Although he had never heard 01

ance agent Jeff B. Hurliman, prind-
pal of Jeff Hurliman Insurance Ser-
vices in Tillamook and a retrofit vol-

unteer, said he was pleased IBHS se-
lected his community for the first
retrofitting project. The small coastal
town, about 75 miles west of Port-

land, Ore., has experienced bad
flooding in recent years, and Mr.
Hurliman said it is also projected as
the site of a major earthquake with-
in the next 10 years.

Because non-structural retrofitting
requires only minor fixes, the cost of
these day care projects is relatively
small, Mr. Ryland said. IBHS mem-
ber SAFECO and a local grocery
chain footed the bill for costs not

covered by donations.
Mr. Todd, who is also the chair-

man of SAFECO's community in-
volvement program in the Portland
region, said the day care retrofit pro-

iect fit into the insurer's sense of giv-
ing to the community, and it leaves
volunteers with a good feeling. "The
work that's required to do this isn't
rocket science," he said. "We feel

that issues relating to promoting
safety in the business and home are
vitally important."

rience for insurance company em-
ployees," said Mr. Ryland.

The IBHS also is working toward
greatly reducing the costs for majo
structural retrofitting projects, such
as ways to strengthen the roof,
rafters and shingles of homes and
commerdal properties that have tra-
ditionally been subject to damage
from high winds and water in natu-
ral disasters.

The IBHS deals with more than

just making modifications to exist-

ing structures, though. The group
also advocates enfordng building
codes and encourages adding dam-
age mitigation features as new struc-
tures are built; these changes typical-
ly raise construction costs by only
0% to 5%, Mr. Ryland said. Also
among the group's initiatives is en-
couraging property developers to be
more aware of "natural hazard vul-

nerabilities," such as the hazards in-

herent in building in coastal areas OI
near fault lines.

A spokesman for the Independent
Insurance Agents of America said
the IBHS produces consumer aware-
ness materials that the Big I's
300,000 member agents can dissem-
inate.

"They have the message, they
have the research, we have the grass-
roots public relations," he said, not·
ing that, as partners, the Big I and
the IBHS can make a difference.

A spokesman for SAFECO also
commented that the IBHS's message
promotes responsibility for the care
of one's possessions instead of rely-
ing solely on insurance. "They're
right on the brink of having an im-

about protecting their property," he
said. 111
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Group aims to speed insurer access to sites , similar doctrine, said Mr. Russell.

' To date, the IBHS has pitched the
Florida plan to 22 states. As a re-

By AMANDA MILLIGAN I states to give insurers quickeI ac-  James Russell, vp-outreach for  to fly over or walk ttirough affect- plan or have devised something

T
he electncity is out. ri stricken areas  that serves as a model for other 1 damage. It allso gives adjusters the "Ronda really has this (plan)

Suit, s,X states have agreed to the

cess to disaster-  IBHS, points to one state's plan | ed areas to preliminanly gauge vml][ar.

Trees, tossed like could make  states to follow.  earliest possible access to such ar- pretty well honed," Mr Russell
avelins, block desert- 2'r this happen ' In 1997, the Florida Department  eas. Finally, the plan also man- said. "We would hke to institu-
ed thoroughfares. EIBI-IS more expedi- of Insurance and the Ronda Insur- | dates that after a disaster, an insur- tionake it" in every state.Broken windows and  pad,bra,==&nia,* ently, said Has-  ance Counal drafted a plan called ance industry representative be  Sam Miller, vp of the ]Plonda In-missing roofing shin- vey Ryland, the Flonda Emergency Manage- present found-the-clock in the i surance Council in Tallahassee,

gles invite in the driving fam. president and c][uef executive offi- ment/Insurance Comjmunity Co- state's emergency» operations cen- | said the organization has worked
A disaster has wounded this cer of the Boston-based IBHS The operation Pact that encourages ter to field questions from resi- | with the IBHS in the past.community, and a devastated l IBHS is an insurance industry- joint effort between the state's  dents "Florida is the battleground for

populace awajts an opportunity to I backed mitiative whose goal 15 to emergency management depart- The IBHS not only supports the  catastrophes," he said. "]t's just areport the extent of ats damage. Ef-  52lsirdsub;;;211] F mtteanoiunys-J- {d pvld.rinhaub.tolYjfTJent] {trf131rfrY]YJ]Yli rjobehsatythlterBctra  property damage sulance disaster assessment teams convince state officials to adopt a ma state hke Ronda.
.

Industry lacks tools
CPCU PREFERRED. to measure ability
"Earning the CPCU designatjon shows a to cope with change
commitment to improving professional
and technical competence in the risk ' By ROBERTO CENIC]EROS t and vp-skategjc plannmg

management and insurance fields." for Willis Corroon Americas m

he property/casualty Nashville, Tenn The findings con-

Kerth T Mitchell Deputy Risk Menager ,

insurance mdustsy tained m "Buildng Nimble Organi-

sure its capadty to ( h -1, 23" are based on mlerviewsKtogCounty·Seattje. Washington t "¥,14
4 change, even t]hough with 38 mdustky Deaders and 64 re-

]lacks systems to mea- zations. Facing the Challenge of

there has been a dia- spondents to a survey
mahc mcirease m the rate and com- The results present an opportuni-

»; + I plextty of Change affecttng msurers ty tohelp the industry stay compett-
However, the industry has tive durmg this tnt of rapid

F
achieved "moderate success"- change, Ms. Bouike said. Among
meaning that insuiance companies other thmgs, the report recom-

..

am successful moIe often than not- mends settng aside organizational
4 madjusting tochanges, according to resouices and leadership tme to

" the Bndjngs of a study sponsored by  build mto organizations the capaci
the CPCU Soaety ty te change.

1

/ Melgeis, "There appeals to be a lack of
. -t . 64 •74\

*, nk  acquismons structuled, systematic mechamsms

1 and the shift- for measunng cufrent change capac-
. focusing tty and change load, a-- risk

and opera- as futulfe change demands contnue
tions of corn- to escalate," theleportstates.

I *tv '
1 panies char- Yet, despite the lack of struc-

.

''SOCIETY actenze the tured systems for gauging over-
I- turbulence load, many insuiance leaders are

I

# 6' that insurers 44

unconsciously competent,"

14 * and their empjoyees experience, meaning that they have a well-

,\ 5 t-I== I agreed a panel of mdustry leaders I grounded perspective and that
-

I who discussed the report at the they are malang effective moves, the

W CPCU Soc[etfs 54th annual meet- , study found. The move toward
hetheryou contract risk management services Ec>r one of the ing, held last month m San Diego. "consaous competence" will require

largesccounties in the nation or the neighborhood pharmacy. you need The sttesses on employees and bolste,ing deasions based on mtu-

professionals with the insurance and risk management expertise that is , their abitty to adapt to a turbulent illon with structilied processes that

synonymous with CPCU, the property and casualty insurance industry' s environment afe key Gues for insur-  wil help manage,s displayeffecuve
ance leaders who set company direc- behavion

premier designation.
bon, accordsng to the panel mem- , A company's ability to absorb

The American Institute for CPCU confers this prestigious designation bers and study's fL- 1 change fast enough influences exec-

If signifies extensive knowledgeof insuranceand the environment in which Of the thiee options presented, ubve deasions The CPCU Society
It operates. It denotes industry experience and a commitment to ethical  the study found that 38% of the study examined whether leaders
behavior chief executive omceis and industry had ever stopped or canceled need-

CPCUs who join the CPCU SOCiety goonestep further. They lom with
]leaders who partiapated in the pic>· ed changes because employees a][-

ject gave the most weight to thecon- i ready werefaced with toomuch tur-
other insurance professionals to promote and support continuing education. , sideration of people issues w]ben bulence oi toomany responsibilllies.
professionalism, and industry and community service. mang decisions about how to im- Fifty-five percent of the leaders have

plement change. stopped or cancejed needed change&

AICPCU
Another 33% rated making tjle due lo change overload, while 35%

nght decisions about what to have not, and 10% have ined or
change as most important, whjk considered t

Aimaa,7 [pir'rrurp

There is no substitute for CPCU. SOCIETY
rse C*..BEQ Poplary 29% gave equal weight toboth con- To succeed whie me speed of
CA-UAMC UZ,%-iS

cerns. change as increasing, msurers need

The CPCU Sodety sponsoted the ' to sun[ound themselves 'mth em-
For more mfo, call (800) 644-2101 (AICPCU) or (800) 939-CPCU (CPCUSociety). study to better understand the in= ployees who have ether a piedispo-

ustrfs capacity for change and sitton for change or the ability lo

 how key leaders approach change,  bounce back from twbulence, the
said Anta Z. Bourke, CP(J[.I Society See nhangr on page 16J
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Change
Continued from previous page

report said.
An employee's disposition for

change can be enhanced to some
extent after he or she is hired, said

Daryl Conner, CEO of ODR Inc., an
Atlanta-based research and develop-
ment firm specializing in change
management and human resiliency.
But it is better to start with an em-

ployee who has a high threshold for
change, he said.

"I would be cautious about saying
a leader's job is to take change-weary

people and somehow do something
and make them adaptable," Mr.
Conner said. "The most critical role

leadership has today is not how to
give the proper inspirational talk at
the moment of crises, but how do

we intentionally hire people with a
higher threshold for learning
change."

ODR Inc. conducted the study for
the CPCU Society, and Mr. Conner
was among the panelists who ad-
dressed the annual meeting.

"You can't pour resiliency into
people, but you can draw it out," he
said. "There is an art form to how far

you can push people to change
without tearing the musde fiber."

While companies can strive to
hire employees with an aptitude for
change, existing employee bases can
present leaders with challenges
when opportunities for change are

pursued, panelists said. Studies show
that about one-third of a work force

has the necessary disposition for
change, Mr. Conner said.

But about one-third of the work

force may be well below the neces-
sary threshold. That is not a pleasant
thought, and it has significant sodal
implications, Mr. Conner said.

"I think what we have to come to

grips with is realizing there may not
be a panacea for everybody that is
working for us," he said. "I hope it's

not as high as one-third, but I can
tell that one-third has held up as we
look at mergers and acquisitions.

Mr. Conner said he did not have

answers for the problem, though
some change-resistant employees
will leave voluntarily because they

don't like the new situation.

"So far, my only response is, 'Do
you have a doset where you can put
people where transition is not going
to affect them?' To a greater and
greater extent the answer is, 'No,
Mr. Conner said.

Dennis H. Chookaszian, chair-

man of the board and CEO of CNA

Financial Corp., agreed. He said he
has found that about one-third of

employees elect to leave when a
company changes directions, such
as when CNA Financial Corp.

merged in 1995 with Continental
Corp.

"We went through a lot of change

and a lot of new people coming in
and people leaving the organiza-
tion," he said. "I think that is

Unsupervised kids create liabilities: Experts
By ROBERTO CENICEROS

ublic and private

P
entities face some

troublesome liability

issues from the growing
number of

unsupervised children,
insurance and legal experts say.

Liability involving children can be
particularly dimcult because some
states require courts to hold

defendants to a higher standard

when children allege injury,
according to speakers at the
Chartered Property Casualty

Underwriters Society's 54th annual
meeting in San Diego last month.

"Even when there isn't a statutory

or case law tightening of the
standards, I can tell you by
experience that judges and juries are
likely to indude (tightening)," said
Scott R. Cook, a managing attorney
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Is your Internet strategy
taking you nowhere?

The power of Internet technology
is without doubt going to change the
way you do business. You probably
have a Web site - but what does it

do? Who does it touch? Is it

generating revenue? Cutting costs? If
you seem to be swimming in circles
then we have a few answers!'

HomeCom is THE recognized
leader in the custom design,
development, and implementation of
truly business-driven Web based
strategies and applications. That
means Internet, intranet, and extranet.

Better still, we focus exclusively on
the insurance industry and the
financial services sectors. HomeCom

is the only one of the Top 20* Web
application companies in the US with
that focus - your focus. If the
Internet and World Wide Web are in

your plans you need to talk to
HomeCom.

In fact, many of the biggest names
in insurance and banking are already
clients!

COMMUNICATIONS

Please give us a call at 888-HOMECOM, ext 615, e-mail us at
insurance@homecom.com or visit our Web site at www.homecom.com.

The Internet IS the super highway.
Your company needs to be a destination.

·HomeCom was selected as one of *The Twenty Best Internet Consulting Firms' in the May, 1998 issue of
Internet Computing Magazine.

and insurer defense attorney at
Cook & Finch in Englewood, Colo.
"They are going to move the
standard up. Why? Because we all
care about children. And even those

*laintiffs) who don't necessarily
care recognize there is potential
economic gain."

Underwriters need to pay special
attention because of a long latency
period for daims involving children,
Mr. Cook said. In some states, the

statute of limitations begins when
the plaintiff reaches age of majority.

"A minor doesn't need to respond
to a wrong today," he said. "So the
risk isn't for today, tomorrow or the
regular statute of limitations. The
risk may be for 21 or 28 years. You
need to be aware of that."

Estimates vary on the number of
children who are left unsupervised
before and after school, said Sharon

E. Spung regional claims manager-
Dallas in Plano, Texas, for SAFECO
Insurance Cos. But the number

likely ranges into the millions, and a

general condusion of studies on the
issue is that 15% of our country'S
child population fits the category,
she said.

Poverty, a growing number of
single-parent homes and more

households

(16-]
where both

parents
work to

keep pace
with an

increasingly
SOCIETY materialistic

society all
contribute to a rise in the number of

unsupervised children, Ms. Spung
said. Child care and afterschool

programs have not kept pace.
One study found that more than

150,000 children a year are left
unsupervised in pet stores, toy
stores, playgrounds and parks. One
out of 43 of them is injured while

not supervised, Ms. Spung said.

Don't staff for the

filing crunches ...
Fast, accurate and always

on afixed quote basis.
• Preparation and submission of your

P/C rate and form filings
• Market conduct testing and defense

• Actuarial services including:
Feasibility studies

Ratemaking
Loss reserving

Ll Compliance
& Filing Solutions

Call 800-778-8100

healthy. I think that is what you
have to do."

Ms. Bourke, too, has witnessed the

rapid change and behavior de-
scribed by Mr. Conner, she said.
When a Kohlberg, Kravis Roberts &
Co. L.P.-led consortium recently
purchased Willis Corroon, it did so
because of the employees working
for Willis, Ms. Bourke said.

"They came and looked at what
we were doing and liked it, only
they wanted it (done) faster," she
said. "It's monumental and very
quick change. The challenge to us is
to be able to implement those
changes effectively."

But, Ms. Bourke admitted, she

does see "change overload in some
places in our company." Eli

The trend also can be found at

upscale toy stores where "children
are being left for hours and hours at
a time while their parents go have
their hair done, or their nails done,

shop or have dinner," Ms. Spung
said.

Nationally recognized amusement
parks are not immune to the typical
problems that companies ex-
perience. In fact, companies that
advertise to attract children may be

more at risk of suffering liability.
losses because juries and state laws
place a greater expectation on such
companies to protect children, the
panelists said.

"The risks that these entities are

seeing are violence, vandalism,
injuries and children who are
stranded after concerts because their

paren8 have left to do other things,"
she said. "And these entities are in

the business of entertaining
children, so they are not in the
position to discourage children. But
they are not in the position to incur
the types of problems they have, so
they are caught between a rock and
a hard place."

Public entities also are grappling

with the problem. Recent media
stories have highlighted that
unsupervised children regularly are
being found in libraries. They are a
popular location for unsupervised
children because libraries exist in all

communities across the country,
and they are thought to be safe
places, Ms. Spung said.

Los Angeles County alone
estimates that 3,900 kids daily are

left alone in its libraries. College
campuses also are fdepositories for
children of students and employees.

So who is responsible for injuries?
"Generally, the answer to that is

guided by the theory of landowner
liability," Ms. Spung said. The prop-
erty owner can be held liable
whether the children are invited

guests or trespassers.

The acts of employees and third
parties also are a concern, and this
concern extends beyond a potential
defendant's immediate property.

Underwriters and risk managers

also need to consider any acts or 10-
cations-such as neighboring prop-

erties-that are "sufficiently con-
nected" to the defendant's property,
the speakers said.

States also are imposing additional
laws on companies.

See Children on nextpage



Children
Continued from page 16H

For example, Nevada law now
states that organizations have a rea-
sonable duty to conduct a back-
ground check of employees who
work with children. What is "rea-

sonable" is left for a jury to decide,
said Mr. Cook, the insurer attorney.

Juries are particularly apt to rule
harshly where a position of trust is
involved, such as in day care centers,
foster homes or group homes, Mr.
Cook said. The issue at stake is

whether the defendants have as-

sumed control or the role of a par-
ent.

"And if they have, despite all of
the instructions and all of the argu-
ments and mechanics that we as tri-

al attorneys go through, the ques-
tion for the jury becomes, did that
person act as the reasonable parent
that I believe they should be and not
just the parent that I think I am. The
standard is generally higher."

To protect themselves, some
"drop in" day care centers are outfit-
ting parents with pagers so they can
be immediately contacted if their
children experience any difficulties
or health problems, said Greg S.
Thompson, president of Thompson
Insurance Enterprises Inc., an At-
lanta-based managing general agen-
cy specializing in liability coverage

for child care centers.

Drop-in centers, which are in-
creasingly found in public places
such as shopping malls, frequently
take in children who are unfamiliar

to them.

One of the best risk management
practices is to have a policy regard-
ing age and supervision on the
premises, Ms. Spung said.

Risk managers and underwriters
should know the risks and stay
abreast of changing laws, Mr. Cook
added.

A defendant's legal case can be
helped by having a well-document-
ed risk management plan, employ-
ees who understand their jobs and
surveillance of the fadlities, the

speakers said.
Surveillance should not be limited

to a company's immediate property.
Rather, it should extend anywhere a
wrongdoing might take place that
may be connected to the operation.

Building a good defense also re-
quires evaluating an entity's history,
Mr. Cook said. Having a good risk
management department and a se-
curity manual in place are impor-
tant. "But when the plaintiffs attor-
neys produce police reports for the
last 450 police calls at that site, you
begin to look inadequate," Mr. Cook
said.

The moderator was Stewart J. El-
lenberg risk manager for the City of
Fort Collins in Colorado. ial
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Mexico's commercial market

expected to grow: Experts
By ROBERTO CENICEROS

ommercial insur-

ance coverages

that were practi-
cally non-existent
in Mexico before

the North Ameri-

can Free Trade Agreement are
gaining attention there.

Various types of liability cover-
ages are among the insurance
products expected to see premi-
um volume growth, said several
Mexican insurance experts

speaking at the 54th annual
meeting of the Chartered Proper-
ty & Casualty Underwriters Soci-
ety in San Diego last month.

Mexican company penetration
into the United States, the

spread of multinational compa-
nies operating in Mexico and the
country's dependence on ex-
ports are factors fueling in-
creased interest in liability cover-
age.

"It's a very important issue
now that the frontiers are open-
ing between the two countries,"
said Salvador De Maria y Cam-

Global Focus will appear six times in 1999
as a regular section distributed exclusively to
non-U.S. subscribers. Articles in this special
demographic section will address the specific
risk management and employee benefits
concerns of executives in countries other than

the United States.

If your business is targeted to meet the
needs of executives around the world, you
won't want to miss these 1999 advertising
opportunities in Global Focus.

Business
Insurance®
www.businessinsurance.com

pos Q., director-corporate risks
in Mexico City for Allianz Mexi-
co S.A.

Less than 3% of premiums cur-
rently written in Mexico are for
liability coverage, he said. Be-

cause lawsuits

are not com-

pVT T mon, Mexican
companies andLlu-' consumers tra-

ditionally have
SOCIETY escaped the

need for liability
insurance.

But changes are in store, the
experts predict.

Because of NAFTA, "We are

adopting a lot of the liability
consciousness or the litigious en-
vironment that you have in the
United States. . .," said Fernando

Ortega, managing director in
Mexico City for the brokerage
Brockman y Schuh, a unit of
Marsh & McLennan Cos. Inc.

The country's economy is in-
creasingly driven by exports to
countries such as the United

States. Therefore, Mexican com-

panies whose products are pene-

trating U.S. markets are alignint
their risk management approad
with the U.S. style of risk man
agement. They are weighing thi
purchase of insurance for liabili
ty-related litigation that coul(
come from the United States.

"You will find directors and of

ficers coverage becomes more o
an issue in the next three to fivi

years," Mr. Ortega said. "Ther,
are many Mexican companie
publicly traded on the New Yorl
Stock Exchange, through Ameri
can depository receipts, tha
have to buy directors and offi
cers liability coverage. The sam,
thing happened 15 years ago ir
Spain. D&0 was a non-issue, anc
it has become one of the largest
growing lines of insurance ir
Spain. We expect that will hap
pen in Mexico."

The popularity of coverage fo
potential liabilities within Mexi

co also is expected to spread.
"Professional errors and omissior

for architects and engineers, medi
cal malpractice, etc., will eventual
ly grow in our country as w,

See Growth on nextpag,
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Growth
Continued from page 16K
become more litigious," Mr. Ortega
said.

Purchasers of insurance in Mexico

agree that increased liability expo-
sure is becoming an issue for them
as they expand their business into
the United States.

"On the liability side, the culture
and the extent of the exposure is
flowing from the United States to
Mexico and Central America," said
Carlos Burkle Elizondo, director-in-

ternational risk management for
Gruma Corp., a Mexican milling
products company that markets

Mission brand tortlas in the United

States. It has nearly $2 billion in an-
nual worldwide sales.

His company has a global insur-
ance program with "high limits" for
D&0 coverage because of exposure
in the United States, Mr. Burlle said.

In contrast, "half a million dollars is

enough coverage for Latin America,
where here (in the United States),
the exposure is maybe 20 times that
or more."

The presence of multinational
companies in Mexico is spreading
awareness throughout the country
about the need for other types of
commercial insurance, the experts
say.

For example, only multinational

Bl's 1998/99 Directory of U.S.-based Corporate
Buyers of insurance, Benefit Plans and Risk
Management Services, is now available in electronic
format for IBM-PC and compatible computer users.

Now, you can print your own labels or reports in a
variety of formats with the touch of a key.

companies now have structures in
Mexico protected by highly protect-
ed risk insurance programs. The

'Most of the

sophisticated risk

management will prevail
in large corporations,'
says Fernando Ortega.

same is true for coverages such as
business interruption. But there is a
growing awareness among Mexican
companies that business interrup-
tion insurance may be necessary to
protect against stoppages due to

damage to buildings or machinery,
Mr. Ortega said.

"Even though it is not a very big
part of premiums written in the
country, it is an important expo-
sure," he said.

An interest in insurance concepts
such as total cost of risk also is

spreading, as is an interest in altema-
tive risk mechanisms, such as cap-
tives, the experts say.

"We will find in our country, and
in many other countries of Latin
America, such as Argentina, Chile
and Brazil, more sophisticated risk
management will take place even
though our country in many re-
spects is not as developed insurance-
wise," Mr. Ortega said.
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"Most of the sophisticated risk
management will prevail in large
corporations," he continued. "High-
er retentions are becoming more
common. It used to be in Mexico

there was not even a deductible for

property policies way back in the
dark ages. I'm talking maybe 15 or
18 years ago. But now you can buy
deductibles, and large corporations
are thinking about higher and high-
er retentions."

Overall, insurance in Mexico ac-

counts for only 1.3% of the gross na-
tional product, and the industry
grew 6.22% from 1988 to 1997, the
experts say.

The country still needs many new
insurance products and an im-
proved distribution system, said Al-
berto Estavillo M., president of the
risk management consulting firm
Asecor Consultores in Mexico City.
But there is great expectation that
the country will privatize large eco-
nomic sectors now monopolized by
the government. Meanwhile, the
economy will strengthen and grow
while the insurance industry will rise
to meet increasing demands for
products, he said.

Currently, $4.02 billion in premi-
ums are written in Mexico, includ-

ing life, health and property/casual-
ty coverages. According to 1996
data, Mexico is the third-largest in-
surance market in Latin America,

smaller only than Brazil, with a
$16.15 billion premium market, and
Argentina, with a $4.05 billion pre-
mium market. Chile trails Mexico,

with $2.39 billion in premium vol-
ume. Together, the four countries
account for 86% of the premiums
written in Latin America, Mr. Estavil-
10 said. [ill

4,000
attend CPCU
conference
SAN DIEGO-About 4,000

people attended the CPCU
Society's 54th Annual Meet-
ing and Seminars, held Oct.
25-27 in San Diego. Next
year's meeting will be Oct. 17-
19 in Boston. For more infor-

mation, contact the CPCU

Society, 800-932-2728.
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Suddenly, things are looking up in today's global marketplace. Now one company brings you truly integrated insurance and
reinsurance brokerage, captive management, and consulting services - all under one roof. We proudly offer these highly

specialized services to American Re and Munich Re clients, and independently to non-clients. Our worldwide expertise and unrivaled
resources are backed by the strength and security of the Munich Re Group, resulting in exceptionally creative, custom solutions.

But we believe the real beauty of it all- is the vision we bring to our clients.

114-Am-Re Global Services, Inc. 
AWORLD OF SERVICES UNDER ONE REMARKABLE ROOF-

Am-Re Brokers, Inc., reinsurance intermediaries • Am-Re Consultants, Inc., insurance/reinsurance consultants
ARB International Ltd., a Lloyd's broking house• Becher + Carlson Companies, brokers/consultants

©1998 Am-Re Global Services. Inc. • 685 College Road East, Princeton, NJ 08543 • 609-243-4900 • www.amreglobalservices.com
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complex or unique problems often
requires ingenuity. Such ingenuity

comes about only through depth of

knowledge and experience.
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insurance market. This experience
enables us to create custom

solutions to meet the specialized
needs of our clients.

To learn more about how you

might benefit from our ingenuity,
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Let the buyer beware of overcharges
By Howard C. Alper

NSURANCE COMPANIES HAVE significantly
reduced their premium audit departments' quality
control as a cost reduction measure. Today, more

so than ever, it is critical that insurance buyers realize
f the consequences they face when insurance companies
5 determine the final premium cost on auditable
3 policies-that is, premium overcharges.

Most insurance buyers are forced to deal with the
uncertainty of their premium calculations, relying on

+ their insurance companies to apply the proper rules
« and interpretations without being monitored. After
, all, isn't it true that:

•Insurance buyers are protected because insurers
are monitored by state rating bureaus and
regulations?

• Insurers place their policyholders in the lowest
S rate category available?

• Insurers have quality control procedures to
prevent errors?

In a word-no! The calculation of workers

compensation insurance premiums is regulated more
than is other insurance coverage. Even with this
extraordinary regulation, overcharges frequently
occur in the workers comp premium determination
process. Caveat emptor-let the buyer beware.

As with anything outside your area of expertise, it
is difficult to analyze and understand the technical

;;} application of insurance manuals and procedures.
Consequently, the work insurance companies do in
calculating final premiums is rarely challenged with
the technical expertise necessary to draw accurate
conclusions.

Premium overcharges occur more often than most
insurance buyers ever realize. To avoid unintentional
premium overcharges, you should study everything
from the basic premise of defining your business
enterprise to the re-evaluation of the experience
modification factor. Uncovering and recovering a
premium overcharge causes the insurance company to
do what they should have done in the first place-
charge the correct premium.

Fortunately, you do not need to remain in the dark
A about premium calculations. There are areas that can

r and should be analyzed by trained insurance
 reauditing professionals to identify premium
 overcharges. Some of the important areas that should
k be examined include:

• Auditing errors.

j • Final premium calculation adjustments.
• Experience modification calculations and loss

 runs.
6 Analyzing the insurance company work papers that
 document how insurance premium auditors determine

payroll and sales exposures is a dilemma for buyers.
: In the past, one could look at the handwritten auditor

work papers and reasonably judge if the insurance
company representative competently managed the
flow of information. Experts in analyzing these work
papers could visualize the source materials used to
collect the information, and they were able follow the
flow of information to its conclusion. If the

information appeared haphazard and jumped from
one aspect of the work to another without continuity,
the reviewer could decide if he or she wanted to study
further.

Today, if the insurance buyer requests a copy of the
audit work papers, the insurance company shows the
reviewer no more than a cursory recap of the ultimate
conclusions.

Important details of the audit are often missing.
These include what payroll periods were included,
what classifications were assigned to various
departments, how the payroll segregation was

accomplished, what specific state exceptions were
applied, and what exclusions were allowed.

a The audit conclusions are downloaded directly into
a premium calculation format. Much of this work
receives little or no quality control until it arrives

back at the insurance buyer's office in the form of an
invoice.

Because insurance brokers do not guarantee that
premiums will be calculated correctly, the invoice is
normally accompanied with the broker's cover letter
explaining that the broker has checked the
mathematical aspect of the calculation (e.g., payroll
times rate), and urging the insurance buyer to verify
the exposures used to calculate the premiums. Unless
a broker has a qualified expert on staff to manage this
for clients, the broker is, in effect, telling the client,
"You must be expert in understanding the insurance
manuals and procedures that govern how this work is
done."

You would think that because computer programs
drive the determination of the final premium cost,
there would be no reason to question the accuracy of
the resulting calculations. Contrary to belief,
however, final premiums calculations are often wrong
for a variety of reasons. For example:

• The "basic" insurance manuals outline procedural
guidelines. Insurance companies, by consensus
agreement, use these guidelines in the premium
determination process. The guidelines contained in
the basic manuals are further redefined by what are
referred to as the state exception pages. Thirty-five
states or jurisdictions stipulate in the state exception
pages that different guidelines apply in their areas.

When you add to that the independent rating
bureau where the basis manuals don't apply, for all
intents and purposes, almost every state has its own
set of procedures. Often those exceptions are not
properly programmed or are not applied correctly. To
manage the analysis of a final premium calculation,
the reviewer must know which states have different

rules and the effect of those rules.

• Some states offer special considerations to certain
business enterprises that ultimately serve to lower
policyholders' final workers comp insurance costs.
Sometimes those considerations take the form of

applying different class codes to certain aspects of a
business enterprise than would normally apply in
other states, and sometimes they take the form of
offering special programs where, if the policyholder
qualifies, special credits are applied against its
premiums.

An example would be the application of a credit
resulting from the implementation of the contracting
classification premium adjustment program.
Although much work is needed to apply for this
special program during a policy period, the premium
savings are ev>ident on the final premium calculation.
It is very possible that the expected rating bureau
acknowledgment hasn't been properly recognized
even if the insured completed all the appropriate
forms and forwarded them in a timely manner. Again,
the reviewer must be aware of the availability of these
special plans and understand how and when they are
implemented.

• There is a lot of confusion in the insurance

industry deciding if, when, and how an experience
modifier can be used in the final calculation of

premiums. Just because a factor is endorsed on a
policy and that same factor is used on the final
premium adjustment doesn't necessarily indicate that
it is correct.

Why? Often initial modification calculations are
revised because different risk experience information
becomes available.

When that happens, rating bureaus will issue
revised experience modification calculations. Often,
neither the insurance company nor the policyholder is
even aware that a revised modification factor was

calculated. If it is determined that a corrected

modification factor has been calculated, it is critical

that the reviewer monitor the application of this new
factor in accordance with the State Exception Rules
referred to above. Some states have very specific rules
regarding if, when, and how a modification can be
applied.

Your loss runs are your first line of defense in
securing a correct experience modification
calculation. Be certain that you do your homework
before you venture into this arena. Because this is a
heavily regulated process, you should learn what can
and cannot be done, so you can manage this work to
your best advantage.

Rating bureaus use what is referred to as "risk

experience" in calculating experience modifications.
Risk experience, in simple terms, consists of payroll
and loss history. Risk experience is reported to the
rating bureaus in the form of Unit Statistical Reports.
The probability of an error occurring on the series of
reports used in calculating a modification effective
for a given policy period is actually very high. Data
entry errors are common in any business environment;
other, more technical errors can also cause you to
overpay.

There are numerous aspects of the experience
modification calculation that must be critiqued
annually to insure a correct modification factor. It is
important that you focus your attention on the entire
spectrum of current and prior modification
calculations. For instance, if there is a subrogation
recovery, a claim that was judged non-compensable
or claims that were closed at no payment, certain
actions should follow. As an example, if a driver were
involved in a vehicular accident, the injured
employee's first remedy is your workers comp
coverage. As defined in the manuals, the value of that
claim will appear as risk experience on three
experience modification calculations. It is important
that you monitor this type of claim to be sure the
workers comp insurance company subrogates when
appropriate.

When a recovery is eminent, the insurance company
is required to file reports that a third-party recovery
has occurred. This should automatically prompt the
recalculation of certain experience modifications.
However, many insurance companies fail to file the
required reports. Consequently, the modifications
affected by the claim remain unchanged. Because
subrogation matters take time to mature, this claim
often will not be reflected on the current calculation.

Actions must be timely, as there is a window of
opportunity to have past modifications recalculated
to make allowance for the actual net cost of the claim

vs. the initial incurred valuation.

Premium overcharges occur more often than
insurance buyers realize. Understanding the entire
spectrum of the premium adjustment process can be a
very long and steep learning curve. The more you
eventually know, the more you realize why this
process is the cause of so many unintentional
premium overcharges.

The truth is, if businesses weren't frequently yet
unintentionally overcharged by insurance companies,
there wouldn't be any insurance cost reduction

experts. The best way to pay for these services is
strictly on a pay-for-performance basis. Anyone
claiming to be an expert and in this business for the

long run should be willing to put his or her reputation
on the line and offer the client the service on a

contingency fee basis. In addition, there should be an
agreement that the expert will not be entitled to a fee
until the incorrectly charged premiums have been
refunded to the policyholder. lel

Mr. Alper

Howard C. Alper is president
of AuditRate Inc., an insurance

cost reduction consulting ser-
vice based in Chicago.
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Look at law firms a a helpful service for readers
"Profit and the Practice of Law:

What's Happened to the Legal Profession"

By Michael H. Trotter

Published by the University of Georgia Press,
Athens, Ga., 30602; 706-369-6130

$29.95

By Kevin M. Quinley

S
INCE 1960, powerful and influential law firms
in America have shifted from genteel
professional service organizations to profit-

oriented businesses. This will come as little surprise to
risk managers, who often-along with insurance
companies-foot the bills of legal beagles. In the good

old days, though, bills were submitted "for services
rendered" and were paid. There were no budgets,
bills, auditors or detailed expense guidelines. Flat-
rate pricing or competitive billing proposals among

law firms were non-existent. It's a new dawn, though,
and law firms increasingly are waking up and
smelling the coffee.

To'explain how and why this transformation from
gentility to commerce has occurred and how it has
affected both lawyers and clients, "Profit and the
Practice of Law" examines the histories of the eight
largest Atlanta law firms and similar firms
throughout the country.

Over the past 36 years, the number of lawyers in the
United States has grown more than 225%. Large law
firms have grown by 700%. Lawyer compensation has

increased greatly in excess of inflation. Ironically, as

Books & Ideas

these firms have flourished, many of their lawyers
have become more disenchanted and clients more

distrustful and disdainful of them.

Author Michael H. Trotter is a Harvard-trained

lawyer and historian. No ivory tower academician, he
is not only an adjunct professor of law at Emory

University but a senior partner with the law firm of
Kilpatrick & Stockton.

He decries many of the billing practices that have

become prevalent in the legal profession. Further, he
believes that the obsession with billing has caused

many lawyers to burn out and turn away from the
practice of law. This author knows of many attorneys
in private practice who are eager to "escape" and seek
in-house legal positions with corporations.

If you think this is just a book for lawyers, think
again. Many risk managers have law degrees. More

importantly, this book provides a fascinating peek at
the practice of law that will hold the interest of risk
managers regardless of their educational or career

backgrounds. After reading "Profit and the Practice
of Law," you will never view a legal bill the same

way.·

This is a thoughtful book that does not paint
lawyers as the bad guys, a habit common to similar
books with a lawyer-bashing theme. Rather, it sees
attorneys as usually well-meaning individuals
trapped in a system that ignores ethics and invites

abuse. The problem is easier to present than to
remedy, but Mr. Trotter does make some suggestions:

• Propose volume discounts with firms: Agree to
give selected firms more business in exchange for
lower hourly rates.

• Avoid firms that have minimum billing

requirements, e.g., 1,800 hours per year.
• Realize that negotiations are too important to be

left to lawyers, who have vested interests in stringing
things out.

• Ask lawyers for answers, not for 40-page legal
nnennoranda.

• Put the kibosh on excessive and unfocused legal
research.

Most of this is just good, common-sense litigation
management. Much of it boils down to client
empowerment. Increasingly, the day of the potted-

plant client who simply processes unitemized bills for
"services rendered" is going the way of the dodo bird.

With the new era of frugal clients and the kind of
rigorous oversight suggested by Mr. Trotter,
inefficient lawyers and law firms may also become

endangered species. in'
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By Mark A. Hofmann

NSURANCE PROFESSIONALS ARENT going tobe outnumbeling private detectives any time soon in

popular fiction, but they can take comfort in the
higher fictional profile they're enjoying.

Carl Hiaasen's comic novel "Stormy Weather," for
example, featured a claims supervisor who gets to the
bottom of post-Hurricane Andrew insurance fraud in
South Florida (BI, Oct. 2, 1995). In Paul Levine's "Flesh

and Bones," Miami Dolphins linebacker-turned4awyer
hero Jake Lassiter gets mistaken for a hotel risk

manager.

But it took William Boyd, a British novelist, to make
a claims adjuster the central character in a

kaleidoscopic tale of a fire investigation gone wmng in
"Armadillo"

Lorimer Black, "a young man not much over 30,"
goes out on a routine call to a burned-out factory and
finds the body of the man he's supposed to meet
hanging from a water pipe. As the police officer

investigating the suicide casually remarks, "Not your

average beginning to your average sort of day, sir, I
would imagine."

For Lorimer Black, that's an understatement. The

discovery of the hanged Mr. Dupree is the first in a
series of steps and missteps that lead Lorimer off the
road of professional success at GGH Ltd., the London
claims adjusting firm that handles cases for insurer

Fortress Sure P.L.C. Lorimer soon discovers that things
are rarely what they seem.

And this deception is fitting, for Lorimer himself is

not what he seems. His very name is assumed, for he
was born Milomre Blocj, son of refugee Gypsies.
Lorimer, who suffers from serious sleep disorders, keeps

a journal called "The Book of Transfiguration," in
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which he jots down his thoughts and those of others on
matters light and weighty, including the meaning of the
insurance business.

The series of events that begins with the death of Mr.
Dupree involves Lorimer with Flavia Malinverno, a
beautiful actress he glimpses in a taxi. There's also the
crazed rock star named David Watts-a name that

comes from the title of a circa-1967 rock song by the
Kinks-who's threatening litigation over insurance to
cover a canceled tour. And there's the major commercial
fire that Lorimer is entrusted with adjusting, a fire that
reeks of fraud on many levels, though Lorimer cannot

even imagine how complex the conspiracy involving the
fraud will ultimately prove to be.

Tart observations on the business of insurance

punctuate this darkly comic tale in the form of entries

in "The Book of Transfiguration."
For example:
• On insurance: "Insurance exists to substitute

reasonable foresight and confidence in a world
dominated by blind chance and apprehension. This has

a supreme social value."
• On the nature of the specialist insurance adjuster, as

put forth by Lorimer's boss, the aptly named George
Hogg, as he is quoted in The Book of Transfiguration":

"...in your armed forces you've also got your specialist
elite units. Very smallin numbe and with vigorous and
highly demanding selection procedures. Many fall by
the wayside. The choice is fundamental, is absolute,
membership very restricted. SAS, SBS, Navy Seals,
your Stealth bombers, spy planes, saboteurs, your FBI
and MI5, agents and sleepers in the fields. Secrecy
shrouds them, Lorimer, like a shroud. We've all heard of

them, but we know (next-to-nothing) about them, in
brutal reality. And why is this the case? Because they do
vital jobs, jobs of importance. Covert operations.

Counterinsurgency Still part of the larger concept of
'armed forces,' yes-but a tiny, sub-sub-subsection, and
also to be borne in mind, one of the armed forces' most

deadly and violently effective components.

"That is us, Lorimer. This is the analogy to hold on to.
Like them, we are specialists, the specialist loss
adjusters. Everyone knows what a loss adjuster does in
the wider, above-the-board, larger world. But just like

the elite forces, no one really knows what us specialists
get up to. But that larger world needs us, Lorimer. Oh,

yes. Just as the armed forces have to rely in special
circumstances on the SAS or the bomb makers or the

assassins. You see, only we can do certain jobs, the

diHicult jobs, the discreet jobs, the secret jobs. That's
when they call the specialist loss adjusters in."

• On the philosophic role of the insurance adjuster,

once again courtesy of Mr. Hogg as quoted in
"Transfiguration": "We have a philosophical duty to
perform when we adjust loss, he told us. When we do
our adjustments of loss, we frustrate and negate all the
bland promises of insurance. We act out in our own
small way one of the great unbending principles of life:
Nothing is sure, nothing is certain, nothing is risk-free,

nothing is fully covered, nothing is forever. It is a noble
calling, he would say, go out into the world and do your

duty."
A warning: "Armadillo" is by no means a standard

mystery or potboiler. Readers looking for the winter
equivalent of beach books or John Grisham clones
won't have their desires met here. What the thoughtful
reader will find is much more rewarding. Sometimes
savagely funny, often profane, and constantly
entertaining, "Armadillo" is also a thought-provoldng

treatise on the nature of insurance and how life, despite
the best4aid plans, can go quite awry. El

Mark A. Hofmann is Wash-
ington Editor of Business In-
suranee.
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Global Briefs

Stamford, Conn.-based GE Capital
Corp. has announced the purchase of
Paris-based insurance broker and third-

party adrninistrator Moral SA. Moral,
which employs 126 people in Paris. Moral
will be operated by GE Capital's Employ-
ers Reinsurance Corp. Terms of the deal
were not disclosed. Moral will be renamed

ERC Services Moral and will become part
of ERC's European operation, ERC
Frankona. It will continue to operate from
Paris....U.K. medical professional liabili-
ty insurer Marketform Ltd. has formed a
new liability insurance syndicate at
Lloyd's of London. The new syndicate,
2468, will write general and product liabil-
ity, professional indemnity and medical
professionalliability insurance. The syndi-
cate will be managed by Marketform Man-
aging Agency Ltd., which was recently es-
tablished by Marketforrn and London-
based insurer Unionamerica, a subsidiary
of MMI Cos. Inc. of Deerfield, m. Holly
Bellingham, executive chairman of Mar-
ketform Managing Agency, said syndicate
2468 will allow Marketform to expand its
geographic and product scope. . . .Total
group revenues for France's AXA Group
have stalled in 1998, according to the
Paris-based company's latest financial re-
ports. AXA's consolidated revenues for the
first nine months of 1998 were 271.81 bil-

lion French francs ($48.16 billion), up only
0.1% from the corresponding period last
year. Worldwide property and casualty in-
surance premiums dropped 6.1% to 67.9
billion French francs ($12.03 billion), with

European and North American businesses
both suffering. Premium income at AXA
Global Risks fell 20.5% to 5.8 billion

French francs ($1.03 billion), which AXA
executives said reflects loss of customers

and fierce price competition. AXA's inter-
national reinsurance revenues dropped
10.7% to 7.8 billion French francs ($1.38
billion). Meanwhile, AXA is selling its 90%
stake in Luxembourg-based life insurance
company PanEuroLife to Nationwide
Global Holdings Inc., a subsidiary of Na-
tionwide Insurance Co., based in Colum-

bus, Ohio.. - Arson is costing British insur-
ers an estimated £80 million ($132.7 mil-

lion) a year, according to the U.K. Arson
Prevention Bureau. Tony Baker, APB chief
executive, said a growing number of strug-
gling businesses are resorting to arson as a
way out of financial problems. The bureau
is promoting closer cooperation among in-
surance companies, police, fire services
and arson investigators to aid the early as-
sessment of potentially dishonest
claims... .Standard & Poor's has upgrad-
ed its credit rating of Winterthur Interna-
tional Insurance Co. U.K. Ltd. from BBB

to AA-. WIUK is the London-based Euro-

pean non-life operation of Switzerland's
Winterthur International. S&P says WIUK
has maintained strong operating prof-
itability in the face of increased competi-
tion.... Willis Corroon Group PLC. was
officially re-registered as a private compa-
ny Nov. 10 under the name Willis Corroon
Group Ltd. This completes the final stage
of the London-based broker's acquisition
by Trinity Acquisitions P.L.C., a consor-
tium led by Kohlberg Kravis Roberts &
Co....Nick Ikighton has joined Lloyd's of
London syndicate 991, managed by A.E.
Grant (Underwriting Agencies) Ltd., to
underwrite North American professional
indemnity and specialty casualty classes.
Mr. Leighton previously was an under-
writer at Lloyd's syndicate 484, managed
by ACE U.K. Ltd. . . .Ecclesiastical Insur-
ance Group P.L.C., a specialist U.K. insur-
er of churches and charity groups, has pur-
chased, for an undisclosed sum, Ansvar In-
surance Co., a provider of similar policies
in the United Kingdom, Australia and
New Zealand. Graham Doswell, Ecclesias-
tical managing director, said Ansvar,
based in East Sussex, England, will com-
plement Ecclesiastical's strong niche in the
United Kingdom and provide geographi-
cal expansion.
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Rate increases planned
Competition, storms lower profits for CGU, RSA

By EDWIN UNSWORTH

LONDON-A marked downturn in nine-

month results for Britain's two largest in-
surers might mean higher prices for buyers.

The chief executive of CGU P.L.C. said

his company would increase rates, while
"aggressively addressing" underwriting
with a view to securing better rates is one
step Royal & Sun Alliance Group P.L.C.
plans to take.

More intensified global competition and
significantly greater weather-related losses
contributed to the decreased earnings in
most lines, the two insurers said.

CGU P.L.C., created in June by the merg-
er of Commercial Union P.L.C. and Gener-

al Accident Fire & Life Assurance Corp.
P.L.C., reported a 56% fall in pretax prof-
its to £581 million ($988 million) for the
first nine months of 1998 from a restated

£1.3 billion ($2.2 billion) for the same 1997
period. However, the more recent period in-
cluded a £105 million ($179 million) charge
for merger costs.

A 16% increase in life profits, to a record
£340 million ($578 million), was more than
offset by a 60% decline in profits on gener-
al insurance to £237 million ($403 million),
attributed to a combination of price compe-
tition and a £134 million ($228 million) in-
crease in severe weather claims to £272 mil-

lion ($462 million). CGU's underwriting
losses on property/casualty insurance more
than doubled, to £581 million ($988 million)
from £274 million ($466 million).

Underwriting losses in the United States
increased to £185 million ($315 million)

from £140 million ($238 million) during the
nine-month period, partly as a result of a
rise in severe weather claims to £92 million

($156 million) from £34 million ($58 mil-
lion).

CGU Group Chief Executive Bob Scott
said the insurer will address its current dif-

ficulties by implementing rate increases
and concentrating on areas that will pro-
duce higher returns, especially in the Unit-
ed Kingdom.

According to Peter Foster, CGU's group

Gerling to cover
political risks

German monopoly faces challenge
By DON LEWIS KIRK

COLOGNE, Germany-Exporters based in Germany soon will
have a choice of insurers offering political risk coverage for the
first time in nearly four decades.

Cologne-based Gerling A.G. is seeking to break a German polit-
ical risk insurance monopoly held by Hermes Kreditversicherungs
A.G. Gerling's credit insurance arm, Gerling-Konzern Speziale
Kreditversicherung A.G., announced late last month that it will in-
sure political risks, in addition to its existing export credit guar-
antees.

Since 1949, Hermes, a Hamburg-based subsidiary of Allianz
A.G. Holding, has been the sole administrator of government guar-
antees for German exports. Last year, Hermes handled more than
37 billion deutsche marks ($26 billion) in guaranteed credits and
political risk insurance, for which the German government paid
more than 100 million deutsche marks ($56 million) to cover costs
and fees. Hermes would not disclose what percentage of its busi-
ness comes from the German government.

GKS' export credit premium volume grew to 497.1 million
deutsche marks ($276.5 million) last year from 457.1 million
deutsche marks ($296.8 million) in 1996. Most of that business
came from non-German companies.

Credit insurers have long envied Hermes' monopoly position, but
none would take the risk of offering political risk insurance, said
Volker Weisbrodt, a member of the GKS executive board. "The big
problem was reinsurance. It was just not available. But the situa-
tion has changed. Now we have new options, because reinsurers
accept this kind of risk," he said.

Increased capacity in the reinsurance industry and more compe-
tition have led insurers and reinsurers to take on business they
previously were reluctant to underwrite. As a result, Gerling will
offer political risk insurance beginning in 1999.

See Gerling on page 25

Nine-month downturn
The top U.K. insurers' earnings fell

in the first nine months of 1998,
partly due to weather-related losses

Pretax profits %
in millions change

CGU 1€581* -56%

Royal & Sun f *
Alliance £636 -24%

* Reflects £105 million charge related to merger of
Commercial Union and General Accident.

Source: Company reports

finance director, most of the rate increases
will be in homeowners and auto sectors. He
said the commercial market remains com-

petitive, though CGU is "trying wherever
we can"to implement rate increases. The
U.K. commercial market is "bumping along

See Earnings on nezt page

Generali forms

global network
By MATTHEW MacDERMOTT

In response to the changing needs of large corporate in-
surance buyers, Italian insurer Assicurazioni Generali
S.p.A. has established a global network of "one-stop shop"
offices.

The offices will provide a single access point for non-life
and life insurance and other risk management services.

The new specialized insurance network, Generali Global,
is aimed at multinational and large corporate clients with
annual revenues of £100 million ($165.9 million) or more.

Generali executives, who made a presentation on the Gen-
erali Global concept to brokers and intermediaries in Lon-
don this month, say modern risk management needs have
precipitated the development of such a network.

"Clients are looking for global solutions, and this is our
response," said jeff Argue, manager of Generali Global
London.

Trieste, Italy-based Generali has opened eight Generali
Global offices-in Frankfurt, Germany; Paris; Madrid,
Spain; New York; Miami; Tokyo; Hong Kong; and London-
during the past year.

The opening of the London office this month completes
the network.

However, Generali executives did not rule out the possi-
bility of opening more global offices in the future, particu-
larly in China if the country is opened to foreign insurers.

Mr. Argue said Generali is pleased with the progress to
date of the Generali Global offices, which allow greater
cross-marketing of the group's services.

Generali previously has offered its range of insurance and
risk management services to large buyers through separate
divisions.

But Mr. Argue said large companies now are seeking
See Generali on nezt page

Lloyd's approves captive syndicates
By SARAH GODDARD

LONDON-After months of waiting,
Lloyd's of London finally has given the
green light for captive syndicates to start
writing in the market.

The next five years could see a plethora
starting up, according to a market execu-
tive.

The launch date for captives is Jan. 1,
1999, and already the Lloyd's regulators
have received an application from a large
multinational to set up a syndicate from
that date. Captive syndicates will be able
to start trading at any point in the under-
writing year, and Lloyd's anticipates the
approval process for each new syndicate

will usually take about eight weeks. Even
with these advantages, Lloyd's does not
anticipate much activity for several
months, but it expects to see more appli-
cations for syndicates starting in the year
2000.

"There are several benefits to setting up
a captive at Lloyd's," said Alastair
Rodger, business development director
with AMLIN Capital Management Ltd.,
part of AMLIN, an organization with sev-
eral Lloyd's businesses.

First, setting up a Lloyd's captive
would give the captive owner access to a
network of more than 60 overseas licens-

es, allowing the captive to write global
programs.

That network is increasing all the time,
said Mr. Rodger. For example, Lloyd's is
in the process of increasing its Singapore
operations to allow it to write business
directly in a number of other Southeast
Asia countries, he said. In addition, it is
looking at licensing opportunities in India
and China.

The international licenses also will

mean that captives based at Lloyd's will
not need to pay fronting fees to local in-
surers. Although Lloyd's costs are high,
this factor-along with exemptions from
withholding taxes and federal excise tax
because of double taxation treaties-will

mean that for large multinationals,
See Captives on next page
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Captives
Continued from previous page
the costs will be lower than if the

captive were located in an off-
shore domicile, said Mr. Rodger.
Lloyd's recently lowered its annu-
al fees to 2.45% of capacity begin-
ning next year.

In addition, although captives
will be required to keep at least
50% of their intended premium
capacity at Lloyd's, they will be
able to do this in the form of a let-

ter of credit or use a parental
guarantee rather than paid-up
capital.

By having the captive in an on-
shore location, parents will be
able to avoid potential tax dis-
putes that can come from trading
offshore and will have onshore

control of the operation, pointed
out Mr. Rodger. And a captive
syndicate immediately will be
able to take advantage of Lloyd's
A+ rating from Standard & Poor's
in London and A from Moody's
Investors Service.

Jenny Hill, an associate with

Willis Risk Solutions in London,
sees access to the expertise within
the Lloyd's market as the major
advantage.

"Ideas and innovations spread
quickly in such a market, and a
captive syndicate would have ac-
cess to existing and future knowl-
edge banks," according to Ms.
Hill.

As captives increasingly take on
traditionally uninsurable risks,
Lloyd's is a natural market for
these types of exposures, she said.
With Lloyd's, a self-regulating
market, captives will find them-
selves subject to minimal U.K. or
European regulation. At the same
time, they will be able to account
on a three-year basis, allowing
them to defer taxes until the

fourth year.
Setting up a captive will cost

£10,000 ($16,630) in application
fees, as well as the annual costs of
2.45% of capacity, but Ms. Hill
foresees that agency charges may
well be higher than most other
captive domiciles.

Costs still will be lower than

traditional syndicates, however,

Generali tion of business, coupled with the
concentration of the insurance

brokerage market, means risk
managers are increasingly lookingContinued from previous page

holistic and global insurance solu-
tions accessed through an easy,
single line of communication.

He said Generali Global aims to

meet those needs by providing a
central access point for all global
insurance needs, including prop-
erty and casualty insurance and
employee benefits, alternative
risk financing, captive manage-
ment and risk consulting services.

"Multinational corporate needs
are changing, and we (insurers)
have to move with the market-

place," Mr. Argue said.
A spokesman for the Assn. of

Insurance & Risk Managers de-
clined to comment directly on the
Generali development.

However, he said the globaliza-

'Multinational

corporate needs are
changing, and we
(insurers) have to move

with the marketplace,'
says Jeff Argue.

at new ways of arranging their in-
surance purchases.

Mr. Argue said the aim of Gen-
erali Global is to bring "focus and
coordination" to insurance buying
by grouping different risk services
in single access points, linked to a
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because each captive syndicate's
underwriter will be allowed to

underwrite for other syndicates as
well.

Nevertheless, Mr. Rodger calcu-
lated that the costs in terms of

captive syndicate could shut down
its operations if a large problem
were looming on the horizon.

Ms. Hill pointed out that names
currently are nervous that captive
syndicates will put an "unbear-

As captives increasingly take on
traditionally uninsurable risks, Lloyd's is a
natural market for these types of
exposures, says Jenny Hill.

management fees would be be-
tween 20% and 50% more expen-
sive than offshore domiciles be-

cause of the regulatory require-
ments and the higher costs of op-
eration. And the heavy regulation
now prevalent at Lloyd's could
mean than captive syndicates may
be less flexible than their offshore

counterparts.
Finally, exposure to the Central

Fund could be seen as a disadvan-

tage, said Mr. Rodger, though a

global network of similar offices.
Benito Pagnanelli, Generali's

deputy general manager, offered
an example of the single-point ac-
cess: A U.K. multinational can

contact Generali Global London

for insurance requirements for its
corporate motor fleet in Japan,
and the purchase will be coordi-
nated through the Generali Glob-
al Tokyo office.

The headquarters of Generali
Global will be split off from the
corporate headquarters in Trieste
and moved to London within the

next year, according to Mr. Pag-
nanelli.

Meanwhile, Generali has an-
nounced a cooperation deal,
backed by cross-shareholding,
with German bank Commerzbank
A.G.

Under the 1.2 billion deutsche

mark ($712.9 million) deal, Gener-
ali will take a 5% stake in Com-

merzbank, which will use the
money to take a 2.5% stake in
Generali.

The "bancassurance" setup will
allow Commerzbank to distribute

the insurance products of Aachen-
er & Muenchener Beteiligungs
A.G., a Generali-owned company
based in Aachen, Germany, on an
exclusive basis in Germany.

In return, Commerzbank will
become the primary banker for
Generali in Germany and one of
the group's core bankers world-
wide. El

able burden" on the Central Fund

and that captive owners will al-
low their operations to fail in ad-
verse circumstances.

"Conversely, potential captive
syndicate owners are afraid that
the Central Fund will be an un-

bearable burden and that names

will allow their underwriting di-
visions to be influenced by the

possibility of a few 'long pockets'
behind it," she said in a briefing
note.

Both Mr. Rodger and Ms. Hill

Earnings
Continued from previous page
the bottom" but starting to show
modest signs of improvement, he
said. Among the areas CGU is
prepared to shed market share in
are marine and energy, he added.

However, Mr. Scott said "ex-

cellent" progress was being
made in merging the two insur-
ers. He said that annualized cost

savings as a result of the merger
reached £18 million ($31 million)

at the end of the third quarter
and should reach the target of
£270 million ($459 million) per
annum by June 2000.

Meanwhile, Royal & Sun Al-
liance Insurance Group P.L.C.
reported a fall of nearly 24% in
pretax profit for the same nine-
Inonth period in 1997, to £636
million ($1.1 billion) from £832
million ($1.4 billion). Underwrit-
ing losses more than doubled, to
£494 million ($840 million) from
£219 million ($372 million).

The insurer attributed the de-

terioration to continuing price
competition, particularly in the
United Kingdom and Continen-
tal Europe, and a £164 million
($279 million) increase in weath-
er losses to £403 million ($685
million). Weather claims includ-
ed almost £60 million ($102 mil-

identified large multinational cor-
porations-organizations in the
Fortune 500 or FTSE-100

league-as the natural parents for
Lloyd's-domiciled captives.

"Lloyd's is unique for big multi-
national companies that spend
more than £15 million to £20 mil-

lion ($24.9 million to $33.3 mil-
lion) on insurance," said Mr.

Rodger. In addition, Mr. Rodger
said he thinks operations such as
oil companies involved in joint
ventures that require rated paper
could find Lloyd's a suitable
domicile.

So far, no Willis clients have
chosen Lloyd's as a domicile,
though several have approached
the market. AMLIN Capital Man-

agement is hoping to receive au-
thorization for one of its clients

within the next two weeks, and
although there are no others in the
pipeline yet, Mr. Rodger is confi-
dent Lloyd's will blossom as a 10-
cation.

"In five years' time, I anticipate
there will be between 50 and 70

captive syndicates in the market,"
he said, writing up to $1 billion in
premiums. Fil

lion) of claims from Hurricane
Georges.

Other factors affecting results
included the £16 million ($27
million) set aside for claims re-
sulting from the Sept. 25 gas ex-
plosion in Victoria, Australia (BI,
Oct. 5), and a £71 million ($121
million) fall in investment in-
come to £604 million ($1.0 bil-
lion) for the nine months.

U.S. results were particularly
affected by weather-related
claims. In the first nine months,
these increased by £18 million
($31 million) to £40 million ($68
million), largely as a result of
claims from Hurricane Georges
and storms in the Northeast.

This contributed to a rise in Roy-
al & Sun Alliance's U.S. under-

writing losses to £48 million ($82
million) from £31 million ($53
million) and to its profits on U.S.
property/casualty insurance

business falling to £108 million
($184 million) from £123 million
($209 million).

Bob Mendelsohn, Royal & Sun
Alliance group chief executive
officer, acknowledged that the
results were "disappointing." He
said that, for the remainder of

1998 and throughout next year,
the group "will be aggressively
addressing both the underwrit-
ing and expense components of <
all our operations."

66Be sure that you return it."
If you're racing through this issue of Business Insurance because you
"borrowed" it from a colleague, you should have your own subscrip-
tion. Then you'll be first on the list. You can take as much time as you
like with all of Business Insurance's exclusive worldwide news of loss

prevention, risk financing and benefit management every week.

To subscribe, use the card in this issue
or Call 1 (800) 678-9595 Toll-Free.

Ask about our

special 20%-off
group subscription
rate for five or more

subscriptions. A
great way to save
money. And avoid
pass-along problems.

Subscription Rates in US. Dollars

for 1 year, 52 Issues.

USA $87

Canada/Mexico $105*
All other countries

by expedited air. $205

* Price includes Canadian GST.

Bial:lieess

Subscription Dept.
965 E. JetTerson

Detroit, MI 48207

Outside the USA

Call (313) 446-0450
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INTERNATIONAL
Disaster .

What was gomg on m Rhode Is- co-founder of Los Altos Callf -based
land was 100% in sync with what DRBA, and businesses need both m-

Gerling w111 be selective m the nsks it wntes IBHS was trying to do," said Ms ternal and external planning, he
Gerling has petitioned the German Continued from page 3 McClure added

government to break Hermes' John Preh, semor staff engineer at In addition, "Rhode Island is a "If you develop a business recov-
Contnued from page 23 monopoly A Trade Ministry spokes- Allendale Mutual Insurance Co in small state, and lot of people (m ery plan in isolation, I think you're

Some nsk managers welcome the man said a decision wall be made in Johnston, RI, and the msurer's business) know each other," she said Just kidding yourself," he said
move, saying competition will beneht the best interests of mdustny spokesman for the initiative Bum- Three key objectives propel the Mr LaBelle of the state emergen-
buyers "More capacity is needed in But the chances of a change are not ness leaders met at Allendale's head- Showcase State program cy management agency agreed He
the market," said Harry Dauglrd, nsk particularly high, said a Hermes quarters last month to discuss the • Help a state and its citizens help said he finds the DRBA concept at-
manager of ABB Asea Brown Boven spokesman "Of course, we are a program themselves by reducing vulnerabili- tractive because it gets busmesses
A G m Heidelberg, Germany "There monopoly, but our only task is to ad- "We'll always explore a forum for ty to natural disasters talking to businesses about disaster
are areas of the world, hke Iran, minister government business We've sound property loss prevention This • Generate a "me-too" attitude matters Businesspeople often fmd
where Amencan insurers, for exam- gone to great lengths to ensure that provides us with another avenue to among other states by showcasing talking to each other easier than hs-
ple, wlll not cover such rlsks " government credit business doesn't promote that," he said the successful efforts of particular tening to "bureaucrats," he said

Mr Weisbrodt said that midsize mix wth our pnvate busmess A The mitiative aims to bolster pri- states Keeprng the hfehnes, such as com-
, businesses, in particular, wlll benefit change would be costly and cost 400 vate-sector participation m what has • Learn what works and doesn't munications, transportation and
"In the past, pohtical nsks for threat people their Jobs " often been viewed asa purely pub- work to reduce the financial and power, operational is critical to
of war or even currency fluctuations The spokesman Insisted that Her- llc-sector concern emotional devastation caused by small business, said DRBA's Mr
were typically excluded from credit mes' expertise also supports the status "We thmk that for a state or a natural disasters Baruch He noted that most bum-

insurance for midsize companies But quo "Hermes has experience no in- community to become disaster-resis- IBHS has set 14 areas for partici- nesses m Rhode Island are small
with reinsurance available, Gerling is surer can match It's a working rela- tant, it can't be done by the public pation by a state These include com- busmess, which are particularly vul-
looking to offer pohtical coverage to tionship the government would be sector alone," said Ms McClure pleting a statewide risk assessment nerable to large-scale disasters As
chents loolang to export " loath to lose " "What's been missing in tradition- of natural hazards and providing as- supphers of parts and materials to

But even with reinsurer backing But Hermes has drawn criticism al disaster planning is taking busi- sistance so municipalities can iden- larger companies, small busmesses
and a strong potential market, Ger- because it not only administers gov- ness needs into account," she said tify their hazards, developing pub- rely on customers who follow a
11ng is braced for an uphill fight, Mr emment guarantees but also insures "It's really asset management-how lie/private partnerships for coordi- "just-in-time" inventory philosophy,
Weisbrodt said its main German corn- pnvate credit nsks for commercial are we managing all of our assets? nated mitigation, preparedness, re- which means they don't stockpile
petitor has an unfair advantage "By chents We have found that the term 'asset sponse and recovery, adopting or parts If a disaster strikes and the
dominating the market for guaran- The spokesman denied that Her- management' really resonates with agreeing to adopt the latest version small business can't get its products
teed export credit and pohtical risk mes' business mix presents any con- business people " of one of the various model building to the customer quickly, the small
insurance, Hermes can expand busi- flict of Interest "Both areas of bum- "If a disaster strikes, and there codes, agreeing to address hazards in business may lose the business for a
ness while others are left out m the ness are separate We have separate was huge devastation and busmess- land-use decisions, and requiring long time as the customer finds new
cold," he said databases, and the two areas do not es went under, and they were not certification and continuing educa- suppliers that aren't affected by the

Hermes profits from its government converge Different agents are respon- able to recover, that has a huge im- tion for building officials and con- disaster, he said In fact, small busi-
ties in two ways, said Mr Weisbrodt sible for pnvate and government- pact on the community, its viabllity tractors nesses can be dnven out of business

Not only does the government cover backed credit busmess," he said and whether it will be there at all," "For too long, business has.not under such circumstances, he said
Hermes' costs but it also provides tax Last year, however, agreements she said trusted government and government "There's a benefit for the large
advantages enjoyed by no other insur- withm the Pans-based Organization A state disaster planner agreed has not trusted business," said Mr businesses, too That is if your sup-
er in Germany, including Gerhng for Economic Cooperation & Devel- "I've always felt that government LaBelle of the Rhode Island Emer- phers and your customers haven't
While other insurers-and, indirectly, opment forced member nations' gov- has not taken into account the prob- gency Management Agency "We've recovered, then nobody wins,"
their chents-pay a non-deductible ernment-sponsored monopohes hke lems businesses face following a dis- found that not only can we help agreed a spokesman for Westwood,
premium tax of 15%, government- Hermes to glve up short-term guaran- aster," said Raymond LaBelle, exec- them, but they can help us " Mass -based AT&T Wireless, which

, supported Hermes Insurance is ex- tee business The agreements aimed to utive director of the Rhode Island For example, as state and local au- lS part of the program
empt "Chents don't understand why benefit private msurers As a result, Emergency Management Agency in thonties concentrate on opening ma- "AT&T Wireless represents a 1rfe-
they should have to pay the tax with Hermes' pnvate insurance arm gained Cranston Business' post-disaster lor roads after a bhzzard, businesses hne busmess operatmg m Rhode Is-
us and not with Hermes," said GKS a large degree of what the government problems hit home two years ago with heavy equipment can help clear land We felt it was important to
Chairman Bernd Meyer "Especially arm lost when a malor water main broke, secondary roads so that supphes can take a lead role in the initiative be-
since buyers can't deduct this tax" Pohtical risks remam dificult, cuttmg off water to three towns, he move more quickly, he said cause when disaster hits, what we

Despite the tax disadvantage, Ger- however, even for Hermes' private in- said Ten days without water meant The Rhode Island program, which found is that utilities and communi-
ling plans to go ahead with pohtical surance arm Nevertheless, Hermes' closed businesses and economic Mll be formally announced later this cations can be put back into place
Ask Insurance Mr Meyer adrmtted pnvate arm plans to wnte more poht- hardship, he said year, will revolve around a Disaster relatively quickly, but very often
that the move is taking Gerling mto a leal nsk business, the spokesman said Rhode Island made sense as the Recovery Business Alliance, or what's lacking is the recovery of the
new realm of business that it w,11 have "However, any insurer-mcluding first candidate for Showcase State DRBA The DRBA concept views the local supphers and small businesses
to carefully calculate Mr Meyer said Gerhng-wlll be very hesitant to in- status for a variety of reasons, said entire busmess "lifellne" of services What we're hoping is, through the
that m war-torn negions and other po- sure polltical risks" in polltically un- Ms McClure The IBHS already had and conditions that must be m place orgamzation and our involvement,
htically unstable countnes, Gerlmg stable countnes, he said Ell a strong relationship with the Rhode before recovery can occur (BI, Feb that we can spread the awareness of

Island Sea Grant program, for which 17,1997) Several business recovery this and do some proactive planning,

Pledge to customers Ms McClure had previously worked alliances have been created around so that all of the businesses m the re-
The Sea Grant program, which is the country, including IBHS' Show- gion wlll recover quickly," he said
part of the National Oceame and case Communities of IBHS's Ms McClure said the

Group to work for more market efficiency Aeronautic Administration, unites Evansvdle/Vanderburgh County, Rhode Island initiative "is testing a
29 individual state Sea Grant pro- Ind, and Deerfield Beach, Fla concept," which is the 14 criteria
grams and more than 200 colleges "DRBA really helps business on IBHS is seeking to answer the ques-

' By EDWIN UNSWORTH "My target is that by this time next and universities m efforts to solve the recovery side of the equation tion "Is this a good way to organize?
year, all undisputed claims m the coastal problems, mcludng hazard But recovery happens through We're very clear that this is not the

LONDON-As the new representa- London company market wlll be met mitigation preparation," said Stephen Baruch, be-all or end-all," she said Ell

tive body for msurance companies ac- within a specified and short time
tive in the London market officially frame," which wlll provide a new
came into being last Wednesday, its benchmark, he said
chairman-designate pledged to offer He pledged to work with the Disability education partnership
an Improved service for pohcyholders Lloyd's of London market, also He

After general insurers and manne said he has already approached
insurance companies voted unani- Lloyd's about brmgmg closer togeth- Curriculum for professional designation will be on Internet
mously to merge their separate repre- er the work of the LPC, and Lloyd's
sentabve bodies into the International own processing bureau, the Lloyd's SAN DIEGO-The Disability ing benefit programs, according to mg these educational sessions for
Underwnting Assn, Tim Carroll, who Pollcy Signing Office He wants the Management Employer Coahtion Sharon Kaleta, a co-founder of the the medical community The orga-
wall become the new association's organizations to have similar working and the Insurance Educational organization and the chairman of nization hopes the effort would
chairman, immediately called for methods m order to harmonize sys- Assn have joined forces to make the board Additionally, DR<[EC foster a dialogue with physicians,
wide-ranging reforms to make the tems and simphfy processes for the certified professional in dis- strives to communicate with ven- Ms Kaleta said
London msurance market more effl- ela]mants abihty management designation dors about the types of products The DMEC also wall start three

cient and accemble He also promised to encourage co- available nationwide professionals need in order to mte- chapters next year, bnnging the

Setting out his agenda, he said, operation between the IUA and The designation cumculum, de- grate disability programs organization's total number of
"Ourpnority mustbeto work withall Lloyd'sto create a single, unified sys- veloped by the DMEC, will be DMEC's 1999 agenda also in- chapters to 13 The chapters wlll be
who have an mterest m the London tem of pollcy wordlngs for the Lon- available on the Internet in Febru- cludes developing a program to ed- sponsored by CIGNA Integrated-
market, to update and streamhne don market ary San Diego State University is ucate the medical community on Care, which recently agreed to be-
practices where necessary, Improving The IUA also woll strongly support: responsible for the technical de- the role physicians should play in come the organization's national
efficiency and providmg customers the convergence of the three 1nterna- sign, and the IEA wall hold owner- returmng disabled employees to "diamond" sponsor The diamond
with the best possible service" tional electronic insurance networks ship of the program work as soon as possible, said Ms designation means CIGNA wa be

Although the full merger of the the London Insurance Market Net- The cost of the three-course In- Kaleta, who is director of risk and the exclusive sponsor of three new
London Insurance & Remsurance work, the Reinsurance Network and ternet program wlll be $675 per benefits at Paragon Steakhouse DMEC chapters annually
Market Assn and its neighbor m Lon- the World Insurance Network course, or $625 each if participants Restaurants Inc in San Diego The chapters slated for operung
don representmg marine insurers, the Members of LIRMA and the ILU register for all three at the same The biggest issue employers in- next year are m Atlanta, Dallas

1
Institute of London Underwnters, had been expected to vote on the time For more Information, call terested in mtegrated disablhty and Phoenix At least two of them
w111 not be completed until near the IUA merger last summer, but the the IEA at 800-655-4432, ext 1 management face is the medical wall be active by miclyear, Ms
end of the year, elected members of ILU vote was delayed because of San Diego-based DMEC's pur- aspect-the feasibility of havmg a Kaleta said
the RJA's 16-member board wlll meet problems relatmg to the lease on its pose ls to educate professionals in- truly integrated medical network More information about DMEC

and attempt to implement Mr Car- current premises on Leadenhall volved m some aspect of occupa- and, in general, the medical com- can be found on its Web site,
roll's reforms Street m London These problems bonal or non-occupational disabil- mumty's apparent lack of under- www dmec org The organization

Mr Carroll, who is also chief exec- were only recently solved, but are ity management about the concept standmg of how to return an in- will hold its next annual confer-
utive of ERC Frankona Re Ltd, al- expected to cost ILU members a to- of integrated disability manage- lund employee to work, she said ence July 19-21, 1999, at the Hilton

 ready has asked the London Process- tal of about £43 milhon ($71 3 mil- ment and to generate understand- The DMEC is trymg to deter- Long Beach m Long Beach, Callf
, ing Centre to recommend the best hon) to meet outstanding liabillties ing of the importance of integrat- mine the best format for conduct- -BY Roseanne Whzte
I way to speed up claims processes on the premises ial
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The Professional Marketplace
RATES AND CLOSING TIME:

Rates: Display classified is $180 00 per column inch, minmum ofone inch Straight classifted Closing: Published every Monday Copy must be m typewrittenform by 5 00 Tuesday, 6 days
is $16 00 per hne, minimum of 5 hnes Count 34 characters per hne (include each space and preceding publishing date No verbal phone copy accepted Most major credit cards accepted
punctuation as a character) Additional $25 00 chargefor all bhnd box ads Only those responses Mail ads to, Irats Amleshi, Classified Advertising, 740 N Rush St , Chicago, IL 60611
whichjit mto a busmess size envelope will beforwarded Responses areforwarded daily For more information call 312-649-5340, FAX 312-649-7937, or e-mail mmleshi@crain com

Or/&000/03940/200//1 1@10)%%1mli) mil[Pgm]ID [I®f[Pilm[?ilin , EfER#...
POSmON WANTED MANAGEMENT OPPORTUNITY SR RESEARCH ANALYTICAL CONSULTANT MANAGER SEEKING PROGRAM BUSINESSGroup Insurance/Pension Professional CEBS, At intl risk mgmt consltng co Apply

CHFC selling book relocating to Southwest Growing Chicago based Insurance Ilim has knowledge of glbl business insurance, COMMERCIAL MARKETING DEPARTMENT
Admitted California and Illmois PiC Carrier

Flonda or North CElina Looking for company ground-floor opportunity for general manager of operational research & advanced statistics The Daniel & Henly Company is fle loilest Independent Insurance ogency m St louis We seek an individual with looking for Producers with existing booksor agency sales m:t position ortobuyout retinng a slatt-up P&C agency 10+ years expenence to develop alt risk transfer solutions for insuronce compony/ogency management experience to hold a top position wilhm ow Agency The person selected
Fnncipals Respond to multint'I clients Develop complex cost- will be tesponsible fot Ilte sxcessful oalun, maigament, and adminismon of Ae 1 5.member Comme,(ml of program business If you have expertise

High 5 figure salafy FluS SubStant,al bonus Call efficient risk mgmt pgrms thru tradit'I ins . Maellng De*ment in selected market areas, we can supplyBusiness insurance, Bor 3090,
740 North Rush St'eet, Chicago, IL 6061 1 2590 David at (312)629-6235 glbl capital mkts & finl engnrng Design the facility that you need Exclusive

quantitative models and computer prgms We requite prewous expenence m a similar mle, college degree is prefened, along with o P&( Bioker's License, and
to support risk mgmt rec's MBA or equiv & Foleziond deggnabon(s) Shmid have Me btl,t, to prov,de Madehip and wok elledwel, w,th imil, produced an{| mdeb arrangements available

1 yr of relevant exp 20% travel $621<4,r In o ptolessionol manner Please Contact:

[@][pgmili) Send resumes to IRMG, 99 Wood Ave S, We ofier o compehme sdq, comprehemwe beneht$, and an exohng, profesgonal Wofc enwronment J Brian Murphy
Iselin, NI 08830, attn HR Swd Esume m imuence to V P. of Underwriting

Southern Insurance Brokers, Inc

Your Experience Is About To Pay Off. Nancy Keiser • Human Resource Manager 125 Windsor Drive, Suite 116
EXECUTIVE BENEFITS PROFESSIONAL The Daniel & Henry Company Oak Brook, IL 60523

1350 Market Street, Suite 400 • St. Louis, MO 63103
National Insurance company 15 seeking an

PLI Brokerage, a national insurance broker and subidiary of The Chubb Fax (314) 444-1775
Executive Benefit Professional to sell 7 Phone (800) 390-6244

Corporation, is seeking ambitious, aggressive and expenenced professionals Executive Benefit Programs to credit
for vanous positiong nationwide PU specializes in niche personal insurance union executives The ideal candidate will

sales and marketing and offers you the advantages of an entrepreneurial have 4 years of successful sales experience [!flEIL{Ii@A (1!*imimi B#*ARM[im Iculture with exceptional Fortune 500 benefits in the non-qualified deferred compensation
market place Experience in non-qualified

Regional And Office 1Managers arrangements funded with split dollar
life, variable universal life, variable

Will manage sales and service for one or multiple PLI offices Should have annuities, and mutual funds required UNITED STATES BANKRUPTCY COURT

erpenence working with upscale clientele and strategic alliances, including SOUTHERN DISTRICT OF NEW YORKMust have a minimum of 6 years life
finaniial consultants, mortgage lenders, and realtors Insurance sales, hold a valid state life and IN RE PETITION OF MALCOLM BUTTERFIELD AND

health insurance license along with a ANTHONY McMAHON, AS JOINT PROVISIONAL LIQUIDATORS OF
Relationship Managers securities registration of Series (Series 7 BELVEDERE INSURANCE COMPANY LIMITED,

preferred) CASE NO 98 8-47660 (JLG)
Looking for highly motivated mdividuals who can foster new client relation-

NOTICE IS HEREBY GIVEN THAT IN CONNECTION WITH THE PETITION FILED PURSUANT TO SECTION 304 OF THE BANKRUPTCY CODEships through partnerships with financial consultants, affinity groups and real Please send resume and salary
WITH RESPECT TO BELVEDERE INSURANCE COMPANY LIMITED (THE "COMPANY"),THE UNITED STATES BANKRUPTCY COURT FOR

estate businesies requirements m confidence to: THE SOUTHERN DISTRICT OF NEW YORK (THE «BANKRUPTCY COURT") HAS ENTERED A PRELIMINARY INJUNCTION ORDER DATED
CUER-EBP Search NOVEMBER 4,1998 ffHE «ORDER")

Sales E.recutives
P.O. Box 655147 (1) ENJOINING ALL PERSONS AND ENTITIES FROM (A) TRANSFERRING, RELINQUISHING OR DISPOSING OF ANY PROPERTY

OF THE COMPANY IN THE UNITED STATES, OR THE PROCEEDS OF SUCH PROPERTY, TO THIRD PARTIES, (B) COMMENCING OR CONIf you have a strong entrepreneunal spirit and the ability to bond well with Dallas, TX 75265-5147
TINUING ANY ACTION OR OTHER LEGAL PROCEEDING (INCLUDING, WITHOUT LIMITATION, ARBITRATION OR ANY JUDICIAL, QUASI-JUDIprospects and clients, determine their needs and provide appropnate services, or FAX (972) 980-5177 CIAL, ADMINISTRATIVE OR REGULATORY ACTION, PROCEEDING OR PROCESS WHATSOEVER) AGAINST THE COMPANY, OR ANY PROP

we have a position for you ERTY IN THE UNITED STATES THAT IS INVOLVED IN THE FOREIGN PROCEEDING, OR ANY PROCEEDS THEREOF, AND SEEKING DISCOVERY
OF ANY NATURE AGAINST THE COMPANY, (C) ENFORCING ANY JUDICIAL, QUASI JUDICIAL, ADMINISTRATIVE OR REGULATORY JUDG

All candidates should possess valid P/C License and experience m MENT, ASSESSMENT OR ORDER OR ARBITRATION AWARD AGAINST THE COMPANY, AND COMMENCING OR CONTINUING ANY ACT ORREGIONAL MARKETING MANAGER
ilmilar poution For job opportunities m your area, visit our website at ACTION OR OTHER LEGAL PROCEEDING (INCLUDING, WITHOUT LIMITATION, ARBITRATION OR ANY JUDICIAL, QUASI-JUDICIAL, ADMIN
www phbrokerage com Send resume to Human Resources, PLI Brokerage, Extremely well positioned smaller New ISTRATIVE OR REGULATORY ACTION, PROCEEDING OR PROCESS WHATSOEVER), TO CREATE, PERFECT OR ENFORCE ANY LIEN,

York area MGU seeks sales-marketing SETOFF OR OTHER CLAIM AGAINST THE COMPANY, OR ANY OF ITS PROPERTY IN THE UNITED STATES, OR ANY PROCEEDS THEREOF,25 Independenie Blvd, 4th Floor, Warren, NJ 07059 or fax to 908-903-6501 professionals with impeccable industry INCLUDING, WITHOUT LIMITATION, RIGHTS UNDER REINSURANCE OR RETROCESSION CONTRACTS, AND (D) DRAWING DOWN ANY
or e-mail to careers@plibrokerage com credentials to develop and Implement LETTER OF CREDIT ESTABLISHED BY, ON BEHALF OR AT THE REQUEST OF, THE COMPANY, OR WITHDRAWING FROM, SETTING OFF

AGAINST, OR OTHERWISE APPLYING PROPERTY THAT IS THE SUBJECT OF ANY TRUST OR ESCROW AGREEMENT OA SIMILAR
-11 wholesale marketing strategy for new

ARRANGEMENT IN EXCESS OF AMOUNTS EXPRESSLY AUTHORIZED BY THE TEAMS OF THE CONTRACT AND ANY RELATED TRUST OREqual Opportimity Employer proprietary A&H product Product Is OTHER AGREEMENT PURSUANT TO WHICH SUCH LETTER OF CREDIT, TRUST, ESCROW, OR SIMILAR ARRANGEMENT HAS BEEN ESTSPersonal insurance Profemonal Solutions PU Brokerage.Inc already selling well LISHED, EXCEPT, HOWEVER, NO DRAWING AGAINST ANY LETTER OF CREDIT SHALL BE MADE IN CONNECTION WITH ANY COMMUTATIONCHU.S

Successful candidates will have 5 plus UNLESS THE AMOUNT HAS BEEN AGREED IN WRmNG WITH THE PETITIONERS OA PERMITTED BY FURTHER ORDER OF THE COURT,
years experience including selling to (2) REQUIRING ALL PERSONS AND ENTITIES IN THE POSSESSION, CUSTODY OR CONTROL OF PROPERTY OF THE COMPANY
General Agents and Brokers, be fully IN THE UNITED STATES, OR THE PROCEEDS THEREOF, TO TURNOVER AND ACCOUNT FOR SUCH PROPERTY OR ITS PROCEEDS TO THE
licensed, and be a highly motivated PETITIONERS,

ulnnr ULK1UnJ i[®mlmin self-starter Past retail experience a plus (3) REQUIRING ALL PERSONS AND ENTITIES THAT ARE BENEFICIARIES OF LETTERS OF CREDIT ESTABLISHED BY, ON BE-
Ground floor opportunity with future HALF OR AT THE REQUEST OF, THE COMPANY OR PARTIES TO ANY TRUST, ESCROW OR SIMILAR AGREEMENT IN WHICH THE COM

- industry leader Competitive salary PANY HAS AN INTEREST, TO (A) PROVIDE NOTICE TO PETITIONERS' UNITED STATES COUNSEL OF ANY DRAWDOWN ON ANY LET
benefits extensive travel required TER OF CREDIT ESTABLISHED BY, ON BEHALF OR AT THE REQUEST OF, THE COMPANY, OR ANY WITHDRAWAL FROM, SETOFF/ The St. Paul Companies. now merged with USE&G, is a premier Matufax resume tn stnct confidence to AGAINST, OR OTHER APPLICATION OF PROPERTY THAT IS THE SUBJECT OF ANY TRUST OA ESCROW AGREEMENT OR SIMILAR

ARRANGEMENT IN WHICH THE COMPANY HAS AN INTEREST, TOGETHER WITH INFORMATION SUFFICIENT TO PERMIT THE PETIemployer and insurance industry leader. We seek motivated mdividuals
Robert Long, Entrepreneur Equity TIONERS TO ASSESS THE PROPRIETY OF SUCH DRAWDOWN, WITHDRAWAL, SETOFF OR OTHER APPLICATION, INCLUDING, WITH-

with knowledge of insurance contracts, case law, legal concepts as. Corp., 345 Route 17 5, Upper Saddle OUT LIMITATION, THE DATE AND AMOUNT OF SUCH DRAWDOWN, WITHDRAWAL, SETOFF OR OTHER APPLICATION AND ACOPY OF
River, NJ 07458, fax (201)934 4225 ANY CONTRACT, RELATED TAUST OR OTHER AGREEMENT PURSUANT TO WHICH SUCH DRAWDOWN, WITHDRAWAL, SETOFF OR

SR. ENVIRONMENTAL CLAIM REPRESENTATIVE - OTHER APPLICATION WAS MADE, AND PROVIDE SUCH NOTICE AND OTHER INFORMATION CONTEMPORANEOUSLY THEREWITH,
AND (B) TURN OVER AND ACCOUNT TO THE PETITIONERS FOR ALL FUNDS RESULTING FROM SUCH DRAWDOWN, WITHDRAWAL,Balumore(Job #CL1986789-ADBD SETOFF, OR OTHER APPLICATION IN EXCESS OF AMOUNTS EXPRESSLY AUTHORIZED BY THE TERMS OF THE CONTRACT, ANY

MANAGER, SALES AND MARKETING RELATED TRUST OR OTHER AGREEMENT PURSUANT TO WHICH SUCH LETTER OF CREDIT, TRUST, ESCROW OR SIMILAR ARRANGEInvestigates, evaluates, resolves environmental claims. Requires 4 MENT HAS BEEN ESTABLISHED,
Manage sales, marketing activities ofyears' liability claim handling expenence (environmental/asbestos securities mk management and (4) REQUIRING EVERY PERSON AND ENTITY THAT HAS A CLAIM OF ANY NATURE OR SOURCE AGAINST THE COMPANY AND

greatly preferred); 4-year degree or work equivalent. Investigative services company in Denver, THAT IS A PARTY TO ANY ACTION OR OTHER LEGAL PROCEEDING (INCLUDING, WITHOUT LIMITATION, ARBITRATION OR ANY JUDICIAL,
QUASI-JUDICIAL, ADMINISTRATIVE OR REGULATORY ACTION, PROCEEDING OR PROCESS WHATSOEVER) IN WHICH THE COMPANY IS iCO Recruit, train personnel Maintain,

ENVIRONMENTAL CLAIM SPECIALIST - OR WAS NAMED AS A PARTY, OR AS A RESULT OF WHICH A LIABILITY OF THE COMPANY MAY BE ESTABLISHED, TO PLACE THE PETI '
increase professional security connections TIONERS' UNITED STATES COUNSEL ON THE MASTER SERVICE LIST OF ANY SUCH ACTION OR OTHER LEGAL PROCEEDING, AND TO ,

NeVI Jeney (Job #(129C6813-ADBI) inoverseaslocations Direct liaisonactivity TAKESUCHOTHER STEPS AS MAY BE NECESSARY TO ENSURE THAT SUCH COUNSEL RECEIVES (A) COPIES OF ANY AND ALL DOCU '
with International regulatory, law MENTS SERVED BY THE PARTIES TO SUCH ACTION OR OTHER LEGAL PROCEEDING OR ISSUED BY THE COURT, ARBITRATOR, ADMIN- ,

Requires 5+ years' environmental/asbestos expenence to research/ enforcement and accredited commercial ISTRATOR, REGULATOR OR SIMILAR OFFICIAL HAVING JURISDICTION OVER SUCH ACTION OR LEGAL PROCEEDING, AND (B) ANY AND
resolve complex issues, provide technical support/traming to claim agencies Continually develop services ALL CORRESPONDENCE, OR OTHER DOCUMENTS CIRCULATED TO PARTIES LISTED ON THE MASTER SERVICE LIST,

relating to/in response to supply chain (5) PROVIDING, WITH RESPECT TO ANY CLAIM, ACTION, ARBITRATION OR OTHER PROCEEDING WHICH MAY BE COMMENCEDhandlers BA/BS or work equivalent; expertise in complex logistics, mult,-modal carrier and courier OR BECOME KNOWN TO PETITIONERS IN THE FUTURE, OR THE ENTITLEMENT OR ALLEGED ENTITLEMENT OF ANY BENEFICIARY OF
C» coverage issues. operations, aviation and private sector ANY LETTER OF CREDIT ESTABLISHED BY, ON BEHALF OR AT THE REQUEST OF, THE COMPANY, OA OF ANY PARTY TO ANY TRUST OR 

law enforcement contracting Develop ESCROW AGREEMENT OR SIMILAR ARRANGEMENT IN WHICH THE COMPANY HAS AN INTEREST THAT IS IDENTIFIED BY THE PETI

Jom us at The St. Paul, listed among the top 100 companies to work Inter-company networking systems TIONERS IN THE FUTURE (EACH A «SUBSEQUENT CLAIM'), THAT

for m Fortune and Working Mother Magazines. We offer an excellent Promote security products Monitor client (A) WHEN INFORMED OF A SUBSEQUENT CLAIM, COUNSEL FOR PETITIONERS SHALL SERVE UPON THE HOLD
satisfaction/service performance 8-5, 40 ER OF SUCH CLAIM A COPY OF THE SUMMONS, PETITION, AND THE MOST RECENT INJUNCTION ORDER ENTERED BY THE COURT,

compensation and benefits package. To be considered for tlus position. hrs/wk, $75,000/yr (8) THE HOLDER OF A SUBSEQUENT CLAIM WILL HAVE TWENTY (20) DAYS FROM SERVICE OF THE SUMMONS IN WHICHapplicants MUST send their resume, referencing appropriate job number Bachelor's or equivalent combination of TO FILE AN ANSWER OR MOTION WITH RESPECT TO THE PETITION, AND

to the following address. St Paul Companies Resume Processing education and experience in the in the (C) ON NOT LESS THAN TWO (2) DAYS NOTICE TO COUNSEL FOR THE PETITIONERS, THE HOLDER OF A SUBSEQUENT
Center, P.O. Box 924, Nutting Lake, MA 01865-0924. Fax: field of security/risk management and 7 CLAIM MAY FILE A MOTION SEEKING AN ORDER OF THE COURT VACATING OA MODIFYING WITH RESPECT TO SUCH SUBSEQUENT
(888) 804-8026. E-Mait stpaul@saztecl.com. Resumes sent to any years experience in the Job or an CLAIM THE INJUNCTION ENTERED IN THIS PROCEEDING SUCH REQUEST SHALL BE THE SUBJECT MATTER OF A HEARING AS SCHED

executive position with a comparable ULED BY THE COURT OTHERWISE, THE HOLDER OF A SUBSEQUENT CLAIM MAY FILE OBJECTIONS AND BE HEARD BY THE COURT IN
ACCORDANCE WITH THE TEAMS OF ANY ORDER OF THE COURT PROVIDING FOR A HEARING IN THE FUTURE ON THE RELIEF SOUGHTother address will result m a delay in processmg. A multicultural business Mail resume to
BY PETITIONERS IN THIS PROCEEDING, AND

organization, we afhrin equal opportunity hinng in principle and Colorado Department of Labor and PROVIDING THAT NOTHING IN THE ORDER SHALL IN ANY RESPECT PREVENT THE COMMENCEMENT OR CONTINUATION
practice.

(6)
Employment OF PROCEEDINGS AGAINST ANY PERSON OR ENTITY OTHER THAN THE COMPANY, PROVIDED, HOWEVER, THAT IF ANY THIRD PARTY

Attn: Jim Shimada

Thest,hul
SHALL REACH A SETTLEMENT WITH, OR OBTAIN A JUDGMENT AGAINST, ANY PERSON OR ENTITY OTHER THAN THE COMPANY, SUCH i

Two Park Central, Suite 400 SETTLEMENT OR JUDGMENT SHALL NOT BE BINDING ON OR ENFORCEABLE AGAINST THE COMPANY OR ITS PROPERTY
1515 Arapahoe Street THE ORDER SHALL REMAIN IN EFFECT PENDING A HEARING SCHEDULED TO BE HELD ON MAY 19,1999 AT 10 00 A M (THE 'RETURN

Denver, CO 80202-2117 DATE") BEFORE THE HONORABLE JAMES L GARRITY, JR, UNITED STATES BANKRUPTCY JUDGE, IN ROOM 610 2 OF THE ALEXANDERwww.st.paul. com Refer to Order No. CO4596590 HAMILTON CUSTOM HOUSE, ONE BOWLING GREEN, NEW YORK, NEW YORK ALL PAPERS SUBMITTED FOR THE PURPOSE OF OBJECT
ING TO CONTINUATION OF THE ORDER AFTER THE RETURN DATE SHALL BE FILED WITH THE BANKRUPTCY COURT, WITH A COPY TO__Illiilllilllii Application By Resume Only
THE CHAMBERS OF THE HONORABLE JAMES L GARRITY, JR, AND SERVED ON CHADBOURNE & PARKE LLP (ATTN HOWARD SEIFE,
ESQ), SO AS TO BE RECEIVED AT LEAST FOURTEEN (14) DAYS PRIOR TO THE RETURN DATE
ANY PARTY-IN INTEREST THAT HAS NOT RECEIVED A COPY OF THE PETITION AND/OR THE ORDER SHOULD CONTACT COUNSEL FOR

A

THE PETITIONERS AT THE ADDRESS BELOW

Business Insurs*lce Classilleds CHAOBOURNE & PARKE LLP

ATTORNEYS FOR THE PETITIONERS
30 ROCKEFELLER PLAZA

AssureTop Quality Results NEW YORK, NEW YORK 10112
(212) 408-5100
ATTN HOWARD SEIFE, ESQ

LISA DORR, ESQ
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Huff Mr Farmer explamed agency never received the premiums & Walkingstick never has acknowl- NATA from usmg the nearly $1 8
"Our goal was to take away his m- the agency was accused of faillng to edged that the premium shortfall milhon it had set aside for its cap-

surance hcense and do so as soon as remit stemmed from uncollected premi- tive In that ruling, the Judge said
Contmued *ompage l we could" to "get him off the In the Oklahoma htigation, Mr ums NATA had breached its contract

Kentucky enterpnses previously had streets," Ms Farmer said To that Huff's attorney at that time failed to Pat Gilmore, general counsel for with TIFCO
closed end, the Insurance Department de- file certam documents with the LaGere & Walkingstick, said the Under the settlement, NATA

In an interview and in court docu- clined to pursue monetary penalties court, Mr Huff said The court en- agency continued to do business agreed to return $17 million to
ments, Mr Huff portrayed himself as against Mr Huff, she said tered its default Judgment as a re- with Mr Huff after he moved to CIS TIFCO But Mr Huff said TIFCO
the fall guy for several parties an ir- In one of those cases, Liberty Mu- sult, he said because "we were just misled by Mr also agreed to pay him $200,000 to
responsible pollcyholder, a former tual Insurance Co charges Mr Huff Because of that judgment, no court Huff and assumed he wouldn't de- help him retire some debt
attorney who made a critical error in and two of his brothers, among oth- would review evidence that the fraud us, and that's been htigated " Mr Huff said TIFCO decided to

a lawsuit against Mr Huff, and a ers, with racketeering A trial is $113,000 LaGere & Walkingstick Mr Gilmore said the agency con- rescind the deal after its general
premium-financing company that he scheduled to begln m August 1999 sought represented a portion of the tinues to pursue the Oklahoma judg- counsel learned about the penpheral
said concocted charges against him Mr Huff said he resolved the other $200,000 of premiums that trucking ment but has been unsuccessful in involvement of a NATA consultant
to rescind a completed deal when the case, filed by Vanliner Insurance Co, companies owned by Charles G garnishing any income or seizIng any whom TIFCO encountered m an ear-
company got cold feet too late by paymg the msurer a $50,000 Phelps never paid for their National assets from Mr Huff Mr Gilmore her, unrelated matter

Mr Huff also characterized the "nuisance" settlement after a Judge Amencan coverage, Mr Huff sad said the agency is "attempting to fol- TIFCO's willingness in the settle-
Kentucky Insurance Department's had dismissed Vanhner's racketeer- A January 1991 accounts receiv- low Mr Huff through a maze of ment to forgive $4 milhon of debt re-
Ms Farmer as overzealous And, he ing charges against Mr Huff able report on Kerr agency letter- companies to locate some tangible flects the true nature of the financ-
said, the hearing officer's handhng One semes of insurance transac- head that Mr Huff submitted to the assets which have not been placed ing agreement, according to Mr
of the case was unfair tions that led to Mr Huff's hcense department and the hearrng officer out of the reach of creditors" Huff

Mr Huff plans to appeal the 11- revocation began in November 1989, showed that one of Mr Phelps' com- The other half of the Kentucky In- Mr Huff said he had told TIFCO
cense revocation order to the when Mr Huff was president of the panies then owed the Kerr agency surance Department's case against representatives that he planned to
Franklin Circuit Court in Frankfort, Mr Huff was based on a dispute use the $55 milhon of proceeds to
Ky, said his attorney, Scott Zop- over how he used nearly $55 milhon pay off various debts, meludmg
poth Mr Zoppoth, formerly the gen- of financing proceeds that his North $50,000 he said he incurred person-eral counsel for Mr Huff's truckmg 'Ourgoal was to take away his insurance Amencan Trucking Assn obtained ally for busmess-related expenses
association, now is a partner with in January 1996 from Transamenea Mr Huff said he could not recall is-Zoppoth Valenti & HanleyP LLC license and do so as soon as we could' to Insurance Fmance Corp (BI, Oct 7, suing a counter check to hus father,of Louisville, Ky 1996) but he said his father had loaned All

Mr Zoppoth said the appeal will 'get him off the streets,' says Pamela Farmer,
TIFCO, a Towson, Md, subsidiary Risk and NATA a total of $150,000

reiterate his earlier motions to the a Kentucky Insurance Depariment attorney. of Transamerica Corp of San Fran- before then
heanng officer In those, he argued cisco, sued NATA and Mr Huff after In an affidavit, a TIPCO sales rep-that the officer is precluded from re- he passed along only a fraction of the resentative indicated that Mr Huff
lylng solely on bnefs and previous proceeds to an Illinois Insurance Ex- discussed various business projects,
court judgments against Mr Huff change syndicate that had agreed to including the planned NATA cap-
and refusmg tohear testimony from Rudd A Kerr Agency Inc in nearly$115,500 underwrite a master truck physical tive, during a business sollcitation
Mr Huff and other defense witness- Louisvdle, Ky At that time, agency Mr Huff also submitted as evi- damage program for NATA mem- meetmg TIFCO had requested with
es The heanng officer ruled that Mr owner Rudd Kerr was Mr Huff's fa- dence a letter to Mr Phelps written bers NATA then had a membership All Risk officials in early January
Huff was legally barred from reliti- ther-in-law on Kerr agency letterhead four of about 650 trucking companies 1996
gating the prlor judgments against The Kerr agency signed a produc- months after Mr Huff had left the and 20,000 drivers, according to Mr Mr Huff said TIFCO representa-
him er agreement with the underwnting agency In a copy of the letter ob- Huff, who was the association's tives told him the premium financ-

In the meantime, Mr Huff said, he management division of retail and tained from the department, Mr president ing agreement was a "dummy docu-
is performing consulting work na- wholesale broker LaGere & Walk- Huff asked Mr Phelps to sign the Mr Huff said he arranged the cov- ment" designed to allow TIFCO to
tionwide He said he is consulting ingstick Insurance Agency Inc, a letter to acknowledge that he agreed erage with exchange syndicate close the deal quickly
for, among others, trucking compa- Chandler, Okla, subsidiary of Chan- with the balances that the agency Brltannco Underwnters Inc through A down payment figure had to be
nies, employee- and driver-leamng dler (USA) Inc The agreement au- maintained it was owed by Mr Louiswlle broker All Risk Services InCluded m the pre-printed agree-
companies, and companies that thorized the Kerr agency to blnd Phelps' companies The letter does Ltd, where he had been president ment, but Britamco never actually
want to finance their truck leasing coverage and collect premiums and not state the balances A signature until late 1995 Britameo since has required those funds, Mr Zoppoth
agreements, equipment and receiv- remit them to LaGere & Walking- for Charles G Phelps, dated Jan 10, withdrawn from the exchange, now said
ables stick 1991, appears at the bottom of the named INEX Mr Huff said he was assured that

The two judgments on which the Eleven months later, the Kerr letter TIFCO argued that the financing documents outlining the true deal
Insurance Department bullt its case agency owed more than $113,000 m How can an agent misappropri- agreement clearly indicates the pro- would follow soon afterward but
against Mr Huff reflect only part of premiums, less commissions, to ate premiums he never collectedp" ceeds were to be used to finance 80% that TIFCO never sent them Mr
the problems that the department LaGere & Walkingstick on pollcies Mr Zoppoth asked of the $68 milhon premium Bntam- Huff also said he never has spoken
says he has created for insurers and written by National Amencan Insur- In an interview, Mr Huff said co charged for the coverage with TIFCO's Ms Martin, who pro-
polieyholders In a statement of ance Co, accorchng to department LaGere & Wallangstick understood Acopy of the Jan 16,1996, agree- cessed the agreement
charges the department filed agamst and court documents National in the fall of 1990 that the $113,000 ment obtained from the department As for the proceeds he clld advance
Mr Huff in February, regulators American is another Chandler prermum renuttance shortage lists information about only the to Britamco, they represented the
also accused Mr Huff of violating (USA) subsidiary stemmed from the Phelps account Bntamco coverage, mcludmg a full year's premium for the NATA-
Kentucky insurance regulations by The Kerr agency and Mr Huff, That, plus Mr Huff's ability to pro- nearly $1 4 milhon cash down pay- member trucking business the syndi-
failing to remit a total of more than who had left the agency in July 1990 duce profitable business, is why the ment that Britamco required from cate wrote for a few weeks before
$2 6 mlilion of insurance premiums to form Corporate Insurance Ser- Oklahoma agency signed another Mr Huff, but which he never made canceling the program, Mr Huff
to two other msurers vices Inc, signed a promlssory note producer agreement with Mr Huff In an August 1996 affidavit, said

The department dropped those in October 1990 to repay LaGere & after he started CIS, Mr Huff said TIFCO Customer Relations Manager He also said the proceeds were is-
charges, though The separate law- Walkingstick the debt plus about Under that new agreement, which Christine Carpenter Martin said she sued by a TIFCO subsidiary that fi-
suIts those transactions spawned $2,500 of Interest over the next six was for truckmg busmess, LaGere & prepared the premium financing nances many types of business activ-
have not resulted in any Judgments months Walkingstick agreed to pay CIS a agreement based on mformation ities besides insurance premiums He
on which the department could rely, After Mr Huff and the Kerr agen- higher than typical commission, Mr about the Britameo coverage She added that financing proceeds typi-

cy defaulted on the promissory note, Huff said The understanding was said Mr Huff provided her the infor- cally would be sent to the rnsurer or
LaGere & Walkingstick and Nation- that Mr Huff would use that extra mation during a Jan 16, 1996, tele- producer of an account and not the

ADVERTISER al American filed suit in Oklahoma commission to pay off the $113,000 phone conversation insured entity
state court In the fall of 1991, the debt, Mr Huff said When Brltamco had received only The premium financing agreement

INDEX
court awarded the plaintiffs But within the next year, LaGere about $300,000 of the $5 5 milhon by identifies NATA's Chicago office as
$187,000 m a default judgment, & Walkingstick pulled out of the early February, two weeks after the insured But it also hsts NATA's,
finding that Mr Huff failed to remit trucking busmess That action led to TIFCO said it was due, TIFCO re- Louisvdle office as the producer, and
the premiums the demise of CIS, which speciahzed scinded its agreement with NATA TIFCO's Ms Martin said Mr HuffIssue of November 16

Mr Huff, who to date has not paid m transportation business, Mr Huff Bntameo canceled the coverage identified NATA as an insuranceADVERTISER PAGE # the Judgment, filed for bankruptcy said In addition, he said, Mr Phelps around the same time producer
Am-Re Global Services, Inc 17 in Apnl 1994 He argued in died, and his companies went Forensic accounting reports pro- In addition, a Jan 12, 1996, docu-

bankruptcy court that the LaGere & bankrupt Those developments, Mr duced for TIFCO show-and Mr ment bearing Mr Huff's signatureBurnham Systems 24

Walkingstick debt could be dis- Huff said, left him unable to pay Huff does not dispute-that he used authorizes insurers and brokers to,Business Insurance 9,22,25 charged because he did not incur it LaGere & Walkingstick the full the TIFCO proceeds for a variety of provide TIFCO with "information
Carvill Amenca, Inc m a fiduciary role with that agency $113,000 purposes For example, the report about the agency named below "
CNA/Reinsurance 4 Federal bankruptcy law bars dis- But he said he paid down the debt states that nearly $1 8 million was NATA was the identihed agency

charging debts incurred through em- to $85,000 He also said that about used for financmg a new Vermont Mr Huff said he was not aware of'
Employers Reinsurance Corp 14 bezzlement while acting in a fiducia- $55,000 in premiums that the Phelps captive for NATA Mr Huff wrote that document
Frontier Insurance Co 6 ry capacity companies eventually paid should checks totalmg more than $2 milhon A TIFCO attorney could not be
GAB Robins 7 The bankruptcy court refused to have reduced the debt to about to repay another insurance premi- reached

discharge the debt $30,000 Instead, he said, LaGere & um-financing company All Risk re- Mr Huff questioned why the de-General Reinsurance 13

Ultimately, the 6th U S Circuit Walkingstick apphed that $55,000 to ceived checks totaling about partment, and particularly an "over-'
Liberty Mutual 32 Court of Appeals ended the dispute the premiums the Phelps companies $270,000 And, Mr Huff received a emotional" Ms Farmer, has pursued
Munich-American Risk Partners 10-11 by ruling in September 1987 that owed for new coverage they ob- $50,000 check him so doggedly He said no policy-

Mr Huff's original $113,000 could tamed from National American after Ms Farmer said TIFCO funds also holder ever has lost coverage as are-Old Republic Risk Management 18
not be discharged m his bankruptcy the fall of 1990 backed a $78,000 counter check that sult of any of his business transac-

Premium SCI'lpt 24 Michael Head, the hearmg officer Mr Huff said he expects to settle Mr Huff issued to his father A tions
for Kentucky's attorney general inS K Goldnch & Company 24 with LaGere & Walkingstick early counter check is a generic instru- Ms Farmer responded that Mr
this case, rehed, in part, on that hti- next year, but not for the $100,000 ment that a bank allows a customer Huff is the "worst violator" of Ken-TIG Insurance 15
gabon trail to conclude that Mr he said the Oklahoma agency wants to use to access funds in the cus- tueky's insurance codes she has seen

Wausau Insurance Company 5 Huff violated Kentucky regulation Mr Huff said he has offered $40,000 tomer's checking account She said his actions drive up rnsur-
Yasuda Fire & Marine Insurance 12 The problem with that htigation, That, he said, is "plenty of Interest A week before NATA and TIFCO ance costs for everyone

Mr Huff said,is that a lawyer's mis- on $30,000 " settled the case, a federal district "If he's offended that I want himZurich-American Specialities 21

take prevented the courts from hear- In Mr Head's recommended rul- court judge in Kentucky extended off the streets, I take that as a com-
mg evidence that shows the Kerr mg, the hearing officer said LaGere an earlier injunction that barred phment" ial
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Commentary Funds March 7, 1994) pay claims," the indictment
Mr Maynard then filed an an- states

Mom and Dad, cillary petition in the Turks & They also created an array of
Cont,nued from page 2 Caicos attempting to transfer lu- companies, including Impact III
ing lawsuit filed by First Assur- risdiction over the insurer's hqui- and Frontier Administrators, to
ance's bankruptcy trustee dation, but this attempt failed, ac- provide purported management,

just turn the page Charged in the indictment are cording to Janice Loyd, the Okla- claims and consulting services to
• Jesse J Maynard, who was homa City-based First Assurance First Assurance

First Assurance's owner, presi- trustee In the year before the bankrupt-
dent of Impact III, ltS Enid, Okla , In 1996, Ms Loyd filed a civil cy filing, the defendants and their

The Federal Emergency Management Agency has a new management company, and a di- racketeering suit against several service companies diverted more

plan to reduce its exposure to flood losses that makes plenty of rector of IC&S parties connected to First Assur- than $6 million from First Assur-

sense, but I know it wul do nothmg to endear me to my family. • Donald P Havenar, First As- ance, including Paine Webber

FEMA has proposed a plan to limit support for flood-prone
surance's former chief executive Inc, which managed accounts for
officer

properties that is the msurance equivalent of the three-stnkes the insurer, Mr Love, IC&S of In 1996 Janice Loyd
• Samuel B Love, owner of New Zealand, James R Ray, First

law for repeat felons Under the plan, property owners who IC&S, and president of Frontier Assurance's auditor, and Sphere filed a civil racketeering
have flled two ormore claims that together equal or exceed the Administrators Inc and Premier Drake Underwriting Management suit against several
value of their property and who refuse to reduce their expo- Administrators Inc, two Scotts- (Bermuda) Ltd, First Assurance's

parties connected to
sure or accept buyouts wlll no longer be ellgible for coverage dale, Ariz, companies that man- excess-of-loss reinsurer

under the National Flood Insurance Program FEMA has iden- aged First Assurance and IC&S, The suit charged that First As- First Assurance.
respectively surance was an "engine of fraud,"

tifted 35,000 "repetitive flood loss properties," which have had Frontier Administrators is un- capitalized with worthless assets
at least two flood claims exceedmg their value withm the past related to Frontier Insurance Co and looted of its premiums
10 years Collectively, the properties cost the government of Monticello, N Y It also alleged that First Assur- ance The total included $5 4 mil-
about $200 mllhon annually FEMA wants to cut losses by half • Clara Jones Faulk, secretary/ ance fraudulently transferred lion to Impact III, $765,232 to

wlthm three years and to save almost $1 bilhon over 10 years. treasurer of First Assurance, Im- $450,000 to set up IC&S as a sue- Frontier Administrators, $194,745

It makes perfect sense to me that if someone chooses tolo- pact III and Frontier Administra- cessor company IC&S was to a claims firm controlled by Mr
tors formed in New Zealand in August Jain and $147,088 to Mr May-

cate a home or business m an area obviously at risk of being • Vikash Jam, a Plano, Texas, 1992-two months before the nard, prosecutors charge
blown away, shaken to pieces or otherwise reduced to rubble businessman who was a director First Assurance bankruptcy fil- The defendants also transferred

by Mother Nature, then perhaps that property owner should of First Assurance and IC&S ing-by Messrs Maynard and Jam $450,000 to set up IC&S, and Mr

be paying more for msurance Messrs Maynard, Love and Jam and others Mr Love took over the Love later wrote to a First Assur-

That's why this FEMA proposal stnkes me as a common- and Ms Faulk were released on insurer in August 1993, records ance surplus lines broker request-
bond after their arrests this show ing that the insurer's business besense approach to underwriting. But then, I've been brain-
month They are expected to plead

washed by the msurance mdustry---or
Paine Webber settled the racke- shifted to IC&S, the Indictment

1
not guilty to the charges at a hear- teering complaint for $7 million, alleges

that's what my family thmks ing scheduled for today in US which ultimately accounted for Shortly before the bankruptcy
You see, I have not one but two family District Court in Oklahoma City the bulk of the estate's assets filing, Messrs Havenar, Maynard

members who choose to hve near the sea Mr Love called the indictment IC&S settled for $150,000 on be- and Love also agreed to divert a
My mother has hved on the Hawaiian is- "a bunch of garbage" and denied half of itself and Mr Love, and $270,000 return premium owed to

any role in the alleged diversions Sphere Drake settled for $25,000, First Assurance by Sphere Drake,land of Kauai smce the early '8Os In 1992,
Humcane Imkt roared over the island, de-

of funds those involved in the case say which had canceled its reinsur-

Messrs Maynard and Jain, Ms ance cover, according to the in-
stroymg homes, hotels, busmesses and Faulk and her attorney could not dictment and sources familiar

crops My mother's house lost part of its be reached Donald P. Havenar was with the case

roof and sustained 11mited structural dam- Mr Havenar was not arrested Along with the conspiracy

age and extenmve water damage. and is now a fugitive, according to not arrested and is now charge against all five defendants,

. It was a bright day, indeed, as hght bulbs Dan L Vogel, an FBI special a fugitive, says Dan L. the indictment charges Messrs

went off m the mmds of underwriters ev- agent in Oklahoma City
Sources farniliar with First As- Vogel, an FBI special

Havenar, Maynard and Love with

erywhere after that storm As they woke up to the fact that the
concealment of assets, including

surance say they believe Mr agent in Oklahoma City. the Sphere Drake return premi-
island had a hurncane exposure, they fled Kauai like rats leav- Havenar is living in Mexico um It also levels six charges of
mg a smlong ship Those that remamed lacked rates skyward Susan Dickerson Cox, assistant embezzlement against Mr May-

When my mother complamed to me about exorbitant insur- U S attorney, declined to com- nard and Mr Love for alleged di-

ance prices, I explamed to her the economics of underwnting ment on Mr Havenar's possible Mr Ray's errors and omissions versions of First Assurance funds

and pncmg insurance The high premiums you pay now, I told whereabouts, but said she has liability insurer also settled for after the bankruptcy filing
been in contact with the Justice $250,000, according to Robert L In an interview, Mr Love said

her, are not only because you have Just cost the insurance in- Department's office of interna- Brace, a lawyer with Hollister & the $450,000 transfer to IC&S
dustry $16 bilhon but also because for years you have been tional affairs, which among other Brace in Santa Barbara, Calif, happened before he took over the
paying prermums that were far too low for your actual nsk things handles international ex- who represented Ms Loyd New Zealand company and that

She looked at me as if suddenly doubtlng that she had given tradition proceedings Overall, the First Assurance es- he had nothing to do with trans-

birth to me. Either that, or I was growmg horns and a tail be- First Assurance's lifespan was tate recorded $16 9 million in ap- fernng the $270,000 Sphere Drake
brief The insurer wrote most of proved policyholder claims, on reinsurance refund Mr Love saidfore her very eyes. To this day, Itry to avoid the subject of in-

surance with my mother
its business, including various which it has so far paid $4 2 mil- he heard that the refund was

My m-laws also hve on an island, Sanibel Island, off the Gulf
commercial property/casualty lion, according to Mr Brace transferred to a First Assurance
coverages, in the early 1990s Roughly $1 million still available account in Panama and later

Coast of Flonda Ever mnce Humcane Andrew, the msurance through California surplus lines to policyholders will be distribut- transferred back to an account in
situation m that state has not been pleasant for homeowners brokers ed before the end of the year, he the United States but said he does

Recently, my father-m-law questioned why no mngle msur- The 1992 Los Angeles riots added not know what happened to the

er was wilhng to wnte all the coverages needed by residents of buried First Assurance in claims The estate stlll faces numerous money after that
Sanibel Island, with separate premium checks gomg to the

from small-business owners, and claims from trade creditors and He also said that money he

state and pnvate msurers for wmdstorm, flood, property and
in October 1993-after the Cah- others, who will have to divide helped take out of the First Assur-
fornia Insurance Department con- what lS left after the last policy- ance estate after the bankruptcy

hability coverage With the high cost of such coverage, he won- cluded lt was insolvent and holder distribution Less than filing went to pay the insurer's
dered why no mngle msurer would wnte all of that protection, barred it from underwriting-the $50,000 will be available for these bills on instructions from Mr

thereby lowering his costs company filed for bankruptcy claims, Ms Loyd said Maynard, who then controlled the

I land of thought the reason was obvious, given Florida's rich protection in Oklahoma City The indictment, originally filed estate

and colorful history of humcanes I explamed that no msurers Mr Maynard had Intended to Oct 21, charges Messrs Maynard, Mr Love said he thinks the in-

remain in control of the insurer's Havenar, Love and Jam and Ms dictment "is probably a good
want to get nailed by the tnple whammy of wmd, flood and estate as a debtor-in-possession, Faulk with conspiring to commit thing," however, because it may
any other land of property damage all m one fell swoop, and but First Assurance claimants lat- bankruptcy fraud by transferring help him clear the reputation of
that they are trylng to limit their exposure m an area that is a er convinced a bankruptcy judge and concealing First Assurance's IC&S, which he said has been op-
known humcane nsk to appoint an independent trustee assets erating under a cloud of suspicion

He hxed me with a look not unlike Foghorn Leghorn ex- The claimants charged that the As part of the alleged conspira- because of its links to First Assur-

plamlng m an aside that his nephew isn't right in the head. I filing was a sham aimed at avoid- cy, the defendants collected mil- ance

had a bnef flashback to my conversation with my mother ing claim payments and that Mr lions of dollars for First Assur- "I really and truly believe that,"
Maynard continued to siphon ance policies "without maintain- he said "This is a way to get out

Sanibel, he assured me, has never been hit by a humcane m money out of the company (BI, ing sufficient funds necessary to from under it once and for all " 1
recent memory That land of talk, to my superstitious way of
thmlong, merely Invites a humcane to visit one's doorstep.

In fact, just the week before, I had sat glued to the Weather letter<
Channel as experts projected that Humcane Georges would
round the keys and skip up the Gulf Coast of Florida, running Contznued from page 8 A financial organization, be it a rate megabroker can do the Job as

right over tiny Sanibel Island It veered to the northwest m-
highest kind of folly by a genera- broker or insurer, that puts the in- well as the Independent agents of
tion given more to worshipping terests of the client before its own the past

stead, where I have no relatives "the bottom line" than client rela- iS located somewhere over the Unfortunately, that turn in the
Whle I love my parents and m-laws dearly, I still thmk tionships rainbow, in a place where the market seems to be so far away

FEMA's approach is sound Of course, that's because I hve m Insurance buyers that enter into shareholders of such entities don't that Y2K problems likely will not

nlinols And because I'm reasonably sure my farmly will never arrangements with either brokers demand that their own interests be part of the challenge but a

read thls column or insurance companies that pro- come first footnote describing a historic in-
pose they can respond most effec- The next difficult market is go- cident

Editor Paul D. Winston's commentary appears btweekly. tively to all of a client's needs are ing to be an interesting test of Charles A. McAlear

candidates for a trip to Oz whether the international corpo- New Orleans
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Rating In terms of the overall effect of National Assn of Insurance Com- Updates
ISO acquiring IDR, Mr Schrempf mlssioners
anticipates httle change from the However, the emergence of multi- Denver doctors may quit HMOContinued from page 1 current situation, in which competi- ple rating and statistical orgamza-

ance regulators generally favor in- tion among the rating organtzations bons is raismg questions among reg- Continued from page 2
creased competition as the best way usually results m the NCCI submit- ulators, including issues about other euort to retain them in our physician network," PacifiCare said
to encourage better customer service ting the lowest bid and winning, he regulators' access to information Meanwhile, members of the Genesis Physicians Practice Assn and
and prices, they have mixed reac- said The NCCI currently operates in that may be unprofitable for the sta- Aetna U S Healthcare in Dallas have agreed to try to resolve their dis-
tions to the acquisition 39 states and serves 700 customers It tistical agent to provide, she said pute, an Aetna spokeswoman said In October, more than 400 doctors

Self-insurers favor the increased generated $142 4 milhon m 1997 rev- The NAIC's Multiple Rating Organl- walked out, allegmg Aetna wasn't providing enough mformation for
competition as long as it does not re- enues zation Study Group began meeting them to adequately manage their nsk (BI, Oct 26)
quire them to report their loss data However, the impact of requiring m September to develop a guide for
to more than one statistical agent, multiple ratmg organizations to ex- states to follow when facing hcens- Syntex loses dioxin rulingsaid Robert B Steggert, president of change information, especially on mg requests from multiple organlza-
the National Council of Self-Insur- multistate employers, may mcrease tions SAN FRANCISCO-A state appeals court found that Syntex Corp is
ers He is also vp-casualty claims for costs that are ultimately borne by State Insurance regulators face the not el,gtble for coverage of milhons of dollans m cleanup costs related to
Washington-based Mamott Interna- policyholders, Mr Schrempf said challenge of encouraging low-cost the 1970s spraying of dioxin m Times Beach, Mo
tional Inc services to rating organizations' cus- The rulmg last week in Synter Colp et at us Lowstey Withams and

Such duphcate reporting is not an- tomers, which Include insurers and Cos from the 1st District Court of Appeal in San Francisco overturns a
ticipated, sources said Regulators support self-msured employers, while pro- February 1996 lower court fmdmg agamst Lloyd's of London syndicates

Bilhe Fae Fuschi, director of viding for an efficient workers comp and 71 London market and foreign msurers
workers comp for Methodist Health- increased competition system and access to essential data The appeals court ruled that even though Syntex did not know that a
care in Memphis, said, "It was prob- but are concerned they need to lustlfy rates third-party contractor was spraymg dioxin-contaminated 011 over
ably a good move for ISO " Howev- Paramount in their minds should roads, the spraymg was "methodical and purposeful" and not "suddener, she said she had mixed reactions about its impact on the be preserving the mtegrity of the and accidental," as required under Syntext umbrella hability policies
because "ISO is looked at as an octo- overall database. workers comp database on which Syntex is evaluatmg whether to appeal the decision
pus It's getting into everything and employers' workers comp rates are The case stems from an infamous hazardous waste case m which I
pushmg itself as the standard " based, said Bruce C Wood, assistant chemicals from a building owned by a unit of Syntex were sprayed,

On the plus side, though, Ms general counsel of the Washmgton- along with 011, on dirt roads, parlang lots and horse arenas The spray-
Fuschi praised IDR for its "CUS- Consider that lt costs the NCCI based Amencan Insurance Assn ing was aimed at suppressing dust and resulted in the death of several
tomer-friendly software" and Web about $16 to expenence-rate an em- "AIA beheves that retaining the ammals and the Illnesses of Times Beach remdents
site However, "I don't know if they ployer but another $10 to $20 m ad- current rating organization structure Syntex earher settled 2,500 personal injury claims for a total of $27
can deliver the goods"in terms of mlnlstrative costs to transmit that is far preferable to allowmg multiple milhon and incurred about $100 million in costs for government-or-
needed workers comp data services, same information to a competing data organizations to operate simul- dered cleanups Last week's decision was related only to coverage of the
such as calculating an employer's rating organization, he said taneously," Mr Wood said in a re- cleanup costs
experience rating modification fae- An ISO spokesman countered, cent statement to the Oklahoma Rat-
tor "That (calculation) doesn't reflect Ing Board, which was considermg h- Briefly notedNCCI could use the competition, the potential cost savings that can be censing multiple data organizations
Ms Fusehi said, because it "has got- achieved by providing customers an Whlle data organizations can com- The Labor Department expects to pubhsh-possibly as soon as nextten complacent, and its customer alternative to a sole provider that pete on the basis of price and service, week-guidance to help employers comply with a new federal mastec- 
service is not where lt should be " may introduce efficiencies into the it is "extremely Important to require tomy benefits law. That law requires health plans offenng coverage for
She recounted drfficulty she had system " multiple data organizations to ad- mastectomies to cover reconstruct:ive surgery on the same basis as they ,
with an NCCI representative while Meanwhile, state msurance regu- here to a umform statistical plan, cover other surgical procedures (BI, Oct 26) The Pennsylvania House
trying to obtain expenence rating lators generally support increased classification system and expenence has passed a commercial insurance deregulation bill If it becomes law,
modification information for her competition but are concerned about ratmg plan These very important the measure would, among other things, exempt insurance pohcies from
company its impact on the overall database factors serve as the foundation of rate and pohcy form hlings for large commercial buyers The Senate

NCCI President and CEO Bill "I think it probably makes sense workers compensation rating," he must approve an identical bill before Gov Tom Ridge can sign it mto
Schrempf said customer service is a for ISO and IDR to share resources said law . Chicago-based Aon Corp. has made an undisclosed offer to buy
high pnonty for the NCCI, however, and systems," said Darla L Lyon, The NCCI, ISO and IDR now com- Itallan broker Nikols Sedgwick Group, a Sedgwick Group PLC joint
and surveys show its customer ser- the South Dakota insurance direc- pete directly only in Florida, where venture partnership based in Milan Letizia Moratti, who will remain
vice efforts have gotten "quite good" tor She also chairs the Workers all three are hcensed as statistical chairman of Nikols Sedgwick, said m a statement that she mtends to ac-
ratings Compensation Task Force for the agents ial cept Aon's offer, which she said she believes is "in the best long-term m-

terests of both our chents and our talented, loyal employees " Marsh &
McI,ennan Cos Inc 's acquisition of London-based Sedgwick is expect-

Market
Investment bankers and reinsurers, if not impossible, for small and ed to close sometime in the fourth quarter Total national health care
as the hnes among financial service medium-sized insurers that do not expenditures last year chmbed just 4 8%-the smallest increase in near-
companies continue to blur have a strong "brand name," broad ly 40 years-to nearly $1 1 trilhon Health care costs, as a percent of the

Commercial insurers also have distnbution capablhties and the re- gross domestic product, fell to 13 5% from 13 6% Flonda Treasurer
Conhnued from page 3 been slow to respond to the shift in sources to support sophisticated sys- and Insurance Commissioner Bill Nelson rejected a request by the Na-
contracting level of demand for the U S economy from primarily tems and higher levels of customer bonal Council on Compensation Insurance for a 13 1% hike in workers
property/casualty coverages manufactunng to service-based service compensation rates, citing flaws in the NCCI's calculations The NCCI

In unsettled economic conditions, businesses Many msurers continue Emphasizing the growing impor- hasn't decided whether to appeal Greenwich, Conn -based W.R.
insurers will have a tougher time trying to build premium volume and tance of the personal lines retail Berkley Corp. has retained Morgan Stanley & Co to explore strategic
masking operatmg problems-such market share in traditional ways in market over the commercial market, opportunities for its group of regional insurance companies Morgan
as underreserving-and w111 have to insurance markets where demand is E&Y noted that virtually all of the Stanley's analysis is expected to be completed by the end of the '
demonstrate that they can perform, eroding, the report says large mergers this year-unth the year The Louisiana Supreme Court refused to review a lower court
tightening therr strategic focus and As a result, innovations in risk fi- exception of the Berkshire Hath- ruling that Liberty Mutual Insurance Co is not entitled to damages on |
emphasizing cost controls, the report nancing and risk management are away Inc /General Reinsurance its claim that regulators forced the msurer to wnte workers comp cov- l
suggests bemg left to market participants Corp deal-represent efforts by m- erage at inadequate rates m the mid-1980s and early 1990s Liberty Mu- 4

"Clearly, 1998 shows that too who understand the shift and to oth- surers to increase penetration or ge- tual ongmally sought around $164 milhon, an amount that ballooned to ,
much of a good thing maybe doesn't ers outside the traditional market, ographically expand their retail $400 million with interest, the Louisiana Insurance Department i
help you in the long run," Mr Stem including secunties firms, accordmg market positions said Ira C. Magaziner, the White House aide who directed the Chn- j
said of recent years' good experience The pnme example of this, accord- ton administration's 111-fated effort in 1993 to revamp the nation's 

Commercial insurers' prospects ing to Mr Stein, is American Inter- health care delivery and finance system, said he Intends to step down by {
are particularly daunting, accordmg With overcapitalization national Group Inc 's acquisition of the end of the year as an Internet adviser to President Clmton Separate-
to E&Y SunAmerica Inc The deal can be ly, Mr Magaziner asked a federal appeals court last week to clear him '

This year's third quarter wasee a in the industry, 'a return read, he said, as AIG's response to of a judge's accusation that he made false statements in legal testimony
"sudden halt" to Increases in proper- to significantly harder weakening long-term prospects for about the structure of the health care task force A Labor Department
ty/casualty insurer surplus fueled by commercial busmess and recognition advisory council is expected to formally recommend next month that icapital gains, according to the re- pricing conditions is of the growth potential of the federallaw be changed to increase the amount of employee compensa-
port unlikely,' the report says. SunAmerica retail life and annuity tion-currently $160,000--that can be taken mto account in computing 1

Catastrophe losses have pushed products distributed through AIG's benefits. The council also is expected to recommend a boost in benefits ,
down pretax operating earnings, and global network that can be funded through defined benefit plans and contributions f
this, combined with dechning premi- Along with mergers, a number of made to defmed contnbution plans Vesta Insurance Group Inc. has
um volume, adverse reserve develop- to the report insurers this year spun off business- disclosed plans to hire a new president and chief executive officer from j
ment and lower interest rates will Reinsurers, E&Y notes, also are es that didn't fit into their strategic outside the company as part of an agreement with Alfa Insurance Group
depress insurers' net income for the facmg tougher tlmes plans For example, Lincoln Nation- of Montgomery, Ala Alfa has said it intends to acquire up to a 36%
year "Primary Insurers whose in- al Group assumed personal lines stake m the troubled Vesta and earher this month agreed to buy 1 8 rml- ,

"In the past, a concurrent drop in creased retentions and eat-free expe- business from CIGNA Corp and hon Vesta shares-or 9 9% of Vesta's outstanding stock-from Torch- 1
surplus and investment income has rience have been a driving force in Aetna Life & Casualty Co, E&Y mark Corp, which owns a total of 5 1 milhon Vesta shares A federal 
ultimately led to a pncing recovery," reinsurance consolidation were notes judge m Macon, Ga, has ordered the U S Attorney's office to determine d
the report notes "But, given the un- beckoned back to an overcapitalized These deals "all show that bum- whether criminal obstruction of lustice charges should be brought
usual level of overcapitalization in (reinsurance) industry with prices so ness focus, size and expanded astrl- agamst E I DuPont de Nemours & Co for withholding documents from
the Industry, a return to significant- low that reinsurers may be set up for bution are driving msurers' strate- plaintiffs' lawyers in litigation over its Benlate DF fungicide. A 1995
ly harder pricing conditions is un- declining profit trends for years to gies," the report says "Desperate grand jury mqulry into the matter produced no charges (BI, Oct 23,
hkely" come," the report warns searches for deals are becoming 1995, Dec 12, 1994) Benefit consultant ASA Inc. is buying the West

This year also saw a continued di- Both property/casualty and hfe in- more common as midsized players Coast benefits practice of KPMG Peat Marwick LLP The umt, which
vision of the "traditional" insurance surers continue strugglmg to broad- assess thea future and decide that it has offices in Los Angeles and San Francisco, generates about $1 mil-
business Into three segments risk fl- en therr distribution systems They isn't pretty " hon annually in revenues Earher this year, KPMG sold its Northeast
nancing, risk management and risk have seen banks and brokerage fu·rns . benefits consulting practice to Watson Wyatt Worldwide Blooming-
transfer successfully move into annuity sales Copies of the Ernst & Young sur- ton, Ill -based State Farm Mutual Insurance Co wlll open a federally

That trend has brought competi- and threaten to expand into the dis- vey are available from Ann Halt, chartered savings bank. The federal Office of Thnft Supervision gave
tion m these segments from "untra- tnbution of personal lmes coverages S:ms & Associates Inc, at 212-725- its approval to the plan last Thursday
ditional" players, including brokers, This trend w:tll make life dificult, 3838
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Bermuda increases in government income, said Mr
Titterton of BLBA Floods Bi Insurance Index

"They have said that there should be some 2,000

Continued from page l form of unemployment insurance, but in Continued *on: page 2 1,950
Several former UBP cabinet ministers lost Bermuda that is not a very large burden be- facilities" up and running more quickly af-

their seats, including Jerome Dill, the for- cause we have near full employment," he ter a disaster 1,900

mer deputy premier However, one UBP vic- said A third initiative would be to provide ad- 1,850

tor during last week's elections was Made- One issue the PLP will have to face is re- ditional protection to discourage develop-
1,800line Joell, vp-marketing at ACE Ltd, who cent statements by the Organization for ment on flood plains and wetlands, he said

won her first seat in parliament Economic Co-operation and Development Such natural features act "as sponges that 1,750

Historically, the UBP has always been and the European Union which indicate that soak up excess rain and flood waters," he
1,700 i

viewed as pro-business and the party of the both organizations do not favor tax havens said
establishment, whereas the PLP had a more The former UBP government relied heavi- Mr Witt's call for denying NFIP insur- 1,650

radical socialist reputation and agenda ly on advice from civil servants and business ance to people who insist on remaining in
However, over the past several years the executives when formulating a strategy to flood-prone areas without taking appropri-

PLP has changed its tone and is now viewed deal with the tax issue, said an executive ate steps to mitigate their situation should

1,600

1,550

as a more centrist party Several business who did not want to be named draw support from the property insurance 1,500
executives draw analogies between the PLP "I think the new government will look for industry, said Dave Unnewehr, senior re- 9/25 10/2 10/El 10/1610/23 10130 11/6 11n3
and Britain's Labor Party led by Prime Min- input from any place they think they can get search manager for the Amencan Insurance

Base=100 on Dec 29,1978ister Tony Blair intelligent input on the right way to handle Assn in Washington He said that even
Source Nordby intemational Inc (nordby com) Boulder, Colo

Indeed, business executives expect little the situation," he said though private insurers aren't involved
change in the business environment with the In a wider context, the election of the PLP with underwriting NFIP policies, many of
change of government could be seen as beneficial to the reputation the exposed properties are in areas covered

"Both parties are very much middle of the of Bermuda as a stable democracy, said Mr by residual windstorm and beach plans, PCS catastrophe options
road, and both are heavily committed to in- Titterton where buildings would be sublect to perils As of Nov 13

ternational business," said Glenn Titterton, "You can hardly hold Bermuda up as an covered by the private market As a result, Call Price Call Pnce

chairman of the Bermuda Internatlonal example of modern democracy unless both non-flood losses vull be allocated to the spread bid/ask spread bid/ask

National Annual 1998 National Annual 1999

Business Assn and president and chief ex- parties can show that they can form a gov- companies required by law to participate in 40/60 4135 40/60 92/150

ecutive officer of BF&M Ltd, a local insur- ernment," he said <Ii the residual market, he said 1:ll 80/100C 02/12 60/80 40/-

ance and services company 100/120 20/-

The PLP lS plainly aware of the impor- National Northeast 1998 1500 -160

5/15
tance of international business to the is-

land's economy, and it is unlikely to do any- Medicare to claim credit for protecting enrollees'
Western Annual 1999

benefits
Eastern September 1999 80/100 05/20

thing to jeopardize the considerable income But some HMO officials say a moratori- 40/60 20/-

Bermuda derives directly and indirectly Continued from page 1 um may not be possible unless all the maior Midwest June 1999

from the sector, Mr Titterton said drug coverage for Medicare HMO enrollees HMOs sign on That is because the HMOs Southeastern Sept /Dec 1999 10/20 10/14

International business lS one of the two By offering unlimited drug benefits for fear that those plans offering unlimited 300/350 -/25

main sources of income for Bermuda and next year only, the Medicare HMOs would coverage would suffer adverse selection as
has thrived in recent years as the island has defuse some of the bad publicity they have enrollees with the highest prescription drug Total volume 0 Total open interest 16,255

strengthened ltS position as the world's received since the news of their plans to costs would enroll m their plans, sharply For information on PCS cat options, call the Chicago Board of

leading captive domicile and host to numer- raising their costs Trade at 312435-3674

ous highly capitalized insurers and reinsur- Last week, Sen Kennedy urged Brook- Source Chicago Board of Trade

ers Last week, Sen. Kennedy urged line, Mass -based Harvard Pilgrim to agree
Tourism, the other main leg of Bermuda s to provide full prescription drug coverage

economy, has been ebbing for several years Brookline, Mass.-based Harvard next year in its Medicare HMO
British Issues

The PLP is unlikely to do anything to rad- Pilgrim to agree to provide full Even if Harvard Pilgrim comes on board Price P/E Div Yield 52-week

ically change the business environment in and the major Medicare HMOs offer unlim- COmpanieS pence pence % high-low
Bermuda or seek to make international prescription drug coverage ited prescription drug coverage next year,
business pay increased taxes or fees, agreed next year in its Medicare HMO. the HMOs likely will sharply reduce drug Gdn Royal Exch 281 4 6 13 4 4 6 495-227

Victor Blake, chairman and chief executive coverage in 2000 Legal & Gen 662 19 5 13 3 24 796-460

officer of LaSalle Remsurance Ltd Previously, several Massachusetts Medi-
Royal & Sun 483 14 7 23 6 47 825437

"It would hardly be in their interest to care HMOs said they planned to offer
scare international businesses," he said scale back drug coverage surfaced scaled-backed prescription drug benefit Brokers

"When the dust settles they will not be so The HMOs also had been feeling the heat packages next year
different from the outgoing party except on from state officials who threatened legal

Lmbrt Fenchurch 92 73 57 76 121-92
For example, Harvard Pilgrim intended

JLT 206 127 105 63 236-151

emphasis action because, they said, the HMOs failed to offer a zero-premium plan with an $800 Sedgwick Grp 225 70 31 226-120

The PLP is expected to address social is- to disclose to enrollees in timely fashion cap-based on retail prices-on prescrip-
sues such as unemployment benefits and that prescmption drug benefit:s would be re- tion drugs, while Tufts said it would offer a
housing with more vigor than the outgoing duced zero-premium plan with a $500 prescrip- Note Pncesare Nov 13 dosings, othernumbersfrom Nov 12

governrnent The one-year moratorium on cutting drug tion drug benefit cap, based on wholesale
However, that is unlikely to require large benefits also would allow state politicians prices [DI

Source Nordby /nremationat /no (nordby com) Boulder, Colo

Bi Industry Stock Report NOV. 9, 1998, THROUGH NOV. 13,1998

Weekly Year to date 52 week Weekly Year to date 52 week Weekly Year to date 52 week

BROKERS Pnce % change % change High Low Vol (000) Prme % change % change High Low Vol (000) Pnce % change % change High Low Vol (000)

Aon Corp NYS 5750 1.32 192 7556 4825 1672 Cittgroup NYS 43.44 557 19 37 7350 28.50 59949 PXRE Corp NYS 25.13 4.74 2429 35.25 2225 60

E W Blanch Holdings Inc NYS 3988 200 1579 41.13 32.19 162 CNA Financial Corp NYS 43.69 -0.43 2.59 5325 34.50 176 Reliance Group Holdings NYS 1438 177 177 1981 1075 938

Gallagher Arthur J & Co NYS 4575 5.63 3285 46.56 33.56 160 CNA Surety NYS 1413 3.67 850 1675 1256 73 Reliastar Financial Corp NYS 43.63 4.12 592 5244 29 00 1820

Hilb Rogal & Hamilton NYS 1888 134 227 1963 1538 39 EMC Insurance Group Inc NDO 11.75 562 1132 1588 900 134 RenalssanceRe Holdings Ltd NYS 4000 175 9.35 50.75 36.88 67

Kaye Group Inc NOO 6.38 192 3.77 7.81 5.13 10 ESG Re Limited NDQ 1813 203 22.87 2888 1275 444 Risk Capital Holdings NDO 2300 194 337 2550 1881 62

Marsh & McLennan NYS 5800 190 1668 64.31 43.38 1304 Enhance Financial Services NYS 2913 108 2.10 3756 1731 388 RLI Corp NYS 35.44 156 1107 45.63 31.56 53

Poe & Browr NYS 34.13 761 1471 4250 2688 27 Everest Reinsurance NYS 33.63 7.40 1848 4525 2875 508 St Paul Companies NYS 35.13 0 71 1439 47.19 28 06 3749

Sedgwick Group PLC NYS 1888 2.03 5330 1900 1031 13 Executive Risk Inc NYS 51 00 3 77 2695 7575 3550 217 SCOR NYS 5800 393 21 47 72.75 4250 15

BROKERS AVERAGE -0 63 1818 EXEL Ltd NYS 7250 111 1440 83.25 61.56 549 SAFECO Corp NDQ 43.88 147 10.00 56.00 38.25 1862

Fremont General Corp NYS 4675 260 14.61 62.13 3600 484 SCPIE Holdings 1nc NYS 3206 0.00 10.80 3838 26.63 NA

INSURERS/REINSURERS Frontier Insurance Group NYS 1506 18.58 34.15 25.69 12.19 2538 Se,bels Bruce Group NDQ 413 294 4500 838 372 32

ACE Ltd NYS 3038 062 557 4300 2438 2157 Gainsco Inc NYS 6.13 200 2794 1000 5.75 73 Selective Ins Group NDO 2075 929 23.15 2925 1669 222

Acce[ International Corp NDO 300 000 1724 400 2.13 1 General RE Corp NYS 22900 087 8 02 275 00 193 50 812 Terra Nova Insurance Co Ltd NYS 29.25 2.30 1143 3500 23.50 27

Acceptance Insurance Cos NYS 1844 0.34 2377 2575 1744 124 Gryphon Holdings NOQ 1725 213 2.99 1938 11.38 84 TIG Holdings NYS 12.94 8 41 61 02 3438 11.63 907

AEGON N V NYS 9550 574 11311 11131 3906 234 Harleysville Group NDQ 2094 1043 1276 28.50 1725 201 Tokto Marine & Fire NDQ 5356 725 7.25 6138 3900 127

Aetna Lite & Casualty NYS 76.00 -581 7.71 89.38 60.19 3149 Hartford Steam Boiler NYS 4131 090 1229 5956 3325 421 Torchmark Corp NYS 36.25 1738 1407 4981 31.81 1460

AFLAC Inc NYS 3806 2.25 4890 39.88 22.13 2342 HCC Insurance Holdings NYS 18.88 3.82 11.18 2500 1563 747 Transatiantic Holdings NYS 7500 204 490 94.50 6825 68

Allied Group Inc NYS 48.19 000 6834 4838 2500 9 ING Groep N V NYS 51.19 4.21 20.97 7675 36.06 296 Travelers Property Casualty NYS 3231 171 2656 46.06 2413 931

Allmenca Firancial Corp NYS 51 06 7.05 2.25 7525 3838 1209 IPC Holdings Ltd NOQ 25.38 201 21.17 3325 1900 45 Trenwick Group Inc NDQ 3288 0.57 1262 41 75 26.75

Allstate Com NYS 4000 4 98 1160 5238 3606 8152 Hartford Financial Services NYS 5256 164 1236 60.00 37.63 3088 Unico American Corp NDQ 11.25 6.25 -816 18.13 888 :gg
AMBAC Indemnily Corp NYS 5756 454 25.14 6594 40.13 778 LaSalle Re Holdings Ltd NYS 2350 7.84 33.57 4294 1950 59 United Fire & Casualty NDQ 3688 -084 1667 4700 32.13

American Bankers Ins NDO 4563 111 0.68 6606 30.13 461 Life Re Corp NYS 9400 020 4420 9400 5569 144 Unitrin NDQ 7113 190 10.06 74.13 55.56 254

American Financial Group NYS 3906 3.48 3.10 45.75 30.50 185 Lincoln National NYS 78.00 056 -0.16 9888 6700 2108 UNUM Corp NYS 47.44 355 1276 59.63 41.75 2252

Amencan General NYS 6956 230 2867 7569 48 56 2682 MAIC Holdings Inc NYS 3038 5.19 1340 31 25 23.94 85 Vesta Insurance Co NYS 613 35.53 -89.68 64.75 5.13 3419

American Hentage Life Ins NYS 22.63 3.13 2569 26.06 1706 265 Marke! Corp NYS 154.75 2.15 -088 18700 13200 17 Zenith National Ins NYS 2313 464 10.19 3050 2300 44

Amencan Indemnity/Fin I NOO 11.50 417 17.12 1538 950 52 MBIA Insurance Group NYS 6475 1.33 309 8094 4606 934 INSURERSREINSURERS AVERAGE 2.44 5.43

American International NYS 8700 273 2000 10238 64 88 8962 Meadowbrook Insur Group NYS 1675 593 35.73 3500 1550 237

American Safety Insurance NDQ 9.75 0.00 2081 1506 6.75 25 MMI Cos Inc NYS 1588 000 3682 2650 1525 118 HEALTH MAINTENANCE ORGANIZATIONS
Argonaut Grjup NDO 2400 448 29.15 3750 21.25 89 Mutual Risk Mgmt Ud NYS 36.13 3.99 2067 3994 25.38 246 Foundation Health Systems Inc NYS 1481 042 -3343 3263 5.88 3961

AXA UAP Group NYS 54.69 751 40.22 71 25 33.50 169 NAC Re Corp NYS 47.38 2.45 294 5588 4350 194 Humana Inc NYS 21.13 181 1 81 32.13 12 25 3940

Baldwin & bons Inc N[)Q 2275 055 570 2875 1850 5 Navigators Group NDO 1550 000 17.47 2075 1325 14 Oxford Health Plans NDO 1063 1192 31 73 2550 5 81 3341

Berkley W R Corp NOO 3388 109 22.79 4988 2525 343 Nobel Insurance Ltd NDQ 078 -0.03 9405 100 0.40 527 Pacificare Health Sys NDQ 7200 5.42 4328 8888 4675 103

Berkshire Hathaway Inc NYS 66400 00 -2.22 44.35 84000.00 43800 00 1 NYMagic Inc NYS 2081 206 2449 3425 2031 3 Safeguard Health Enter NDQ 5.00 2.44 -6296 1388 3.63 43

Capital RE Corporation NYS 1856 034 40.18 3869 1475 648 Ohio Casualty Corp NDQ 3956 0.16 1134 51 75 33.75 622 Sierra Health Services NYS 2200 7.12 186 2763 15 88 249

Capitol Transamerica Corp NAS 1875 204 1202 2525 1500 30 Old Republic Intl NYS 2056 092 1706 3225 1794 1783 United Healthcare Corp NYS 4531 881 8.81 7394 29.56 3665

Centris Group Inc NYS 988 125 1148 1481 7.94 152 Orion Capital Corp NYS 3331 4.82 2826 59.25 2800 Wellpoint Health Networks NYS 7669 121 8151 7863 3863 857

..Chartwell Re NYS 27.38 5.19 1889 3463 2194 33 Partner Re Ltd NYS 41.94 132 9.57 5250 3363 HMOs AVERAGE 434 152

Chubb Corp NYS 6300 080 1669 88 81 5538 3411 Penn-America Group inc NYS 10.25 380 50 00 2300 8.13 ALL COMPANIES AVERAGE 2.47 3.74

CIGNA Com NYS 7431 -100 2933 8056 50 94 2007 Pennsylvania Manufacturer s Co NDO 1906 0.00 1381 2375 1625 gRegg
Cincinnati Fiiancial Corp NAS 3675 -4.55 2167 47.13 3050 735 Philadelphia Cons Holding NOQ 21.84 5.03 2306 2450 1550

Top advancing issues Meadowbrook insurance Group, Arthur J Gallagher & Co, EMC Insurance Group Inc Leading decliners. Vesta Insurance Co , Frontier Insurance Group, Torchmark Corp. Most active issue. Cit,group. The 81 Index fell 38%, the Dow
Jones 30 Industrials decreased 0 6%, the S&P 500 declined 1 4% and the NYSE Composite fell 1 6% Average P/E· Brokers, 178, Insurers/reinsurers, 15 1, HMOs, 85.4.

Source Nordby intemationad /ne (nordby com), Boulder, Colo
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WITH OUR POLICYHOLDERS WE ARE ENGAGED IN A GREAT MUTUAL ENTERPRISE. IT IS GREAT BECAUSE IT SEEKS TO PREVENT CRIPPLING IN JURIES AND DEATH BY REMOVING THE CAUSES OF HOME. HIGHWAY AND WORK ACCIDENTS. IT
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Liberty Mutual's managed care is as fast as Hector's fast break. After his accident, Hector's

employer called our 24-hour claims service hotline. We found the right doctor to treat him, at

the right price. A rehabilitation nurse coordinated a return-to-work plan. And through our on-site

rehabilitation program, a therapist worked to help Hector properly do his job and avoid reinjury

so today Hector is back on the job (and on the boards) leading a safer, more secure life. s_

> Tbere'j more information wO like to Jbare. So pleaje call Jobn Ryan LIBERIY
MUTUAL.1#

at (617) 574-5842 or vi<jit our web<jite at bttp://www.libertymutual.com The »eclom 8/ Liberty
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