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AIG strikes deal
over Coral Re

By DOUGLAS MCLEOD

NEW YORK-American International Group Inc. is declaring
victory in a shoving match with Delaware regulators over its ex-
tensive use of a thinly capitalized Barbados reinsurer.

The reinsurer is Coral Reinsurance Co. Ltd., created in an un-

usual 1987 private stock offering expressly "to permit (AIG's) U.S.
companies to write more U.S. premiums," offering documents
said.

In an examination report on AIG's Lexington Insurance Co. unit
released last week, the Delaware Insurance Department found
that much of the Coral reinsurance does not transfer risk and sug-
gested that AIG-despite its strenuous denials-may actually con-
trol Coral.

Delaware examiners did not deny Lexington credit for its Coral
reinsurance, though, noting instead that the AIG unit has agreed
to stop ceding new business to Coral and to commute $100 million
of existing liabilities.

AIG, which disputed virtually every finding of the examination,
does not see the agreement as a concession. "That agreement was
only done from our end because that's what we planned to do any-
way," said Howard I. Smith, AIG's chief financial officer.

Most of the business Lexington and other AIG units ceded to
Coral dates from before 1990, when AIG's premium volume "ex-
ploded" and it needed the reinsurance capacity, Mr. Smith said.
AIG no longer needs that capacity, and its use of Coral has fallen
off, he noted.

Indeed, while Coral assumed about $1.6 billion in premiums
from 1987 to 1993, $1.1 billion dates from Coral's first three years
of operation. The reinsurer-which covered AIG units for uncol-

See Coral on page 103

Employers praise
flexibility with MSAs

By JERRY GEISEL

For Doug Kimball, sales manag-
er of Gates Insurance Inc., an in-
surance agency in Bloomington,
Ind., passage of legislation this
summer that will allow small em-

ployers to establish tax-favored
medical savings accounts for their
employees is one of the smartest

things Congress has done in a long
time.

For employers, MSAs-linked
to high-deductible insurance

plans-offer a way of providing
health care coverage at a substan-
tially lower cost than traditional
indemnity or managed care plans,
Mr. Kimball said.

And for employees, MSAs allow
them to choose their health care

providers. "The biggest attraction
is flexibility. You can go to any
doctor or hospital you want. Em-
ployees appreciate that," he said.

In moving to high-deductible
health plans from low-deductible
plans, employers can substantial-
ly reduce their premiums. To
make the switch palatable to em-
ployees, some employers-even
without the upcoming change in
tax law-have transferred a por-
tion of their premium savings to
employees' MSAs.

Starting next year, MSAs will

enjoy a new feature that will
make them even more appealing
to employees. Employer contribu-
tions, which employees can with-
draw to pay for uncovered health
care-related expenses, will carry
powerful tax advantages.

Starting Jan. 1, employer con-
tributions to MSAs linked to

high-deductible health insurance
plans will be tax-free for employ-
ees. That's a big change from cur-
rent law, in which employer con-
tributions to MSAs are added to

employees' taxable income.
That isn't the only big change in

tax law to benefit MSAs and their

policyholders. Investment income
earned on assets held by MSAs
will not be taxed so long as the
funds remain in the accounts.

Money can be taken out of the
accounts tax-free to pay for
health care expenses. That not
only includes expenses that fall
under a plan's deductible, but also
health care-related expenses, such
as dental care bills and eyeglasses,
which an employer's benefit pack-
age does not cover. It can include
payment of COBRA premiums
when employees terminate em-
ployment and want to continue
their health care coverage with
their former employer's plan.

See MSAs on page 102

Updates
Allstate pumps up reserves
for environmental coverages

NORTHBROOK, Ill.-Allstate Corp. has an-
nounced it will increase its net loss reserves by
$405 million for discontinued coverages in as-
bestos, environmental and other latent expo-
sures.

The insurer will increase its asbestos and en-

vironmental loss reserves by $245 million,
bringing those reserves to about $1.2 billion.
The company also willincrease by $160 million
the reserves for other latent exposures and
runoff businesses, primarily product liability.

"This action to strengthen our reserves fol-
See Updates on next page

Lawsuits coming in TWA 800
With no cause cited, underwriters face difficulty paying claims

By STACY SHAPIRO

LONDON-There is an eerie si-

lence in aviation insurance circles

surrounding the destruction of
Trans World Airlines Flight 800,
which killed 230 people last July.

The airline's $10.7 million hull
claim hasn't been paid. There's no
official liability claim reserve set
aside by leading insurers. No pas-
senger claim has been negotiated
or paid. And, to date, there isn't
even one lawsuit filed in the Unit-

ed States by victims' families, ac-

cording to TWA's insurers.
The silence may be broken in

the next few weeks, when 24 fam-
ilies file the first lawsuits in the

United States surrounding the ill-
fated flight against TWA, The
Boeing Co. and the Federal Avia-
tion Administration.

However, as a result of federal
investigators' blackout on the
cause of the Boeing 747 disaster,
it's been difficult for underwriters

to get the ball rolling on getting
claims paid.

A spokeswoman for the Nation-

al Transportation Safety Board in
Washington confirmed that inves-
tigators are looking into three
theories behind the loss of Flight
800: that it was a mechanical fail-

ure; that a U.S. military missile
strayed off course and hit the
plane by accident; or that there
was a terrorist bomb on board.

But they are only theories at
the moment. "If we knew what

the cause was, we would defin-
itely tell people," the NTSB
spokeswoman said.

See TWAonpage 101

Issues await states, nation

4 r// Reforms'
0 1-/ 5/9 fate tied

4 to races

By MARK A. HOFMANN

LA. group fighting
health proposals

By ROBERTO CENICEROS

LOS ANGELES-The Employers Health Care
Coalition of Los Angeles will oppose two propo-
sitions on California's November election ballot

that coalition leaders say would drive up medical
plan costs.

The two competing initiatives-Proposition
214 and Proposition 216-share some similarities
in their proposals to regulate health maintenance
organizations and other health care companies,
though 216 is a more expansive measure and
would impose a tax on health care organizations.

Both proposals would prohibit gag orders pre-
venting medical providers from criticizing hospi-
tals and HMOs. They would ban financial incen-
tives for doctors to deny health care and would
require plans to provide a second opinion when
insurers deny medical treatment recommended
by a doctor.

The propositions also would require hospitals
and other care facilities to maintain minimum

"safe and adequate" staffing levels, with the
state responsible for overseeing standards.

Coalition leaders announced their opposition
after a recent forum that presented speakers on
both sides of the measures. The forum was spon-
sored by the employer coalition, the National
Business Coalition on Health and Garner Con-

sulting, a Pasadena, Calif.-based employee bene-
fit consulting company.

See California on page 86

WASHINGTON-How such important
j, risk management issues as Superfund li-

ability reform and product liability re-
- form, as well as the broader question of

health care reform, ultimately will be
resolved depends in large part on the composi-
tion of the 105th Congress.

Democrats hope President Clinton's continued
double-digit lead over GOP presidential hopeful
Robert J. Dole will help them regain control of
the House and Senate that they lost two years
ago.

Republicans hope public distrust of an overly
powerful federal government will allow them to
retain their lease on both houses for at least an-

other two years.

Right now, risk management and health issues
aren't particularly high on the political radar
screen, which stands in marked contrast to two
years ago. In 1994, the Republican House leader-
ship's "Contract With America" made tort re-
form a national issue.

But, in this year's elections, tort reform is bare-
ly a whisper, despite Mr. Dole's cracks about
trial lawyers during his Oct. 6 debate with Presi-
dent Clinton.

Health care reform, one of the banner issues of
the 1994 elections because of the collapse of
President Clinton's comprehensive health insur-

ance plan, is similarly on the back burner.
That's due in large part to passage of incre-

See Congress on page 85

• Securities measure stirs up Silicon Valley
...page 86

• Five commissioners up for election
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Updates ERISA and any-willing-provider law
Allstate boosts reserves Supreme Court considers reviewing the relationship
Continued from previous page
lows several repositioning actlvities we've recently undertaken to enhance By MARK A. HOFMANN asked the high court to review an conflicts among the lower courts

our financial position-and focus on the company's core businesses of appeals court ruling that held that will likely only deepen Without
auto, home and hfe insurance," Allstate Chainnan and Chief Executive WASHINGTON-The U S Su- ERISA does Indeed pre-empt this court's resolution of the issue,
Officer Jerry Choate said last week in a wntten statement preme Court could for the first Louisiana's any-willing-provider employee benefit plans will be

In July, Allstate sold its Allstate Reinsurance unit to SCOR U S Group time decide whether the Employee law The Supreme Court justices free to adopt limited provider net-
Earher m the surnrner, Allstate sold its Northbrook Property & Casualty Retirement Income Security Act have not yet decided whether they works m some states but not m
Insurance Co unit to St Paul, Minn -based St Paul Fire & Marme Insur- of 1974 pre-empts stase "any- will review the case others, and ERISA's goal of pro-

ance Co (BI, July 29) willing-provider" laws that pre- The Supreme Court has never moting uniform national regula-

The charge is not surpnsmg and is a positive step toward increasing vent managed care networks from ruled on the relationship between tion of such plans will remain elu-
shareholder value m the future," said Alice Schroeder, senior vp at Op- limiting the number of health care ERISA and any-willing-provider sive," said CIGNA m its bnef
penheimer & Co in New York

providers who are members of laws Lower courts are divided on Louisiana holds that lt has the

This removes hngenng issues relating to their commercial operations, such groups how far the pre-emption extends right to require that managed care

and in that sense it's clearly positive," she added Both sides in State Of Loutstana "Absent review by this court, plans abide by any-willing-

"It's a good move on their part," said Enc Simpson, vp with A M Best us CIGNA Healthcare Plan of litigation over ERISA pre-emp- provider laws The state's brief

Co's property/casualty division in Oldwick, N J Both Best and Standard Louzstanc Inc and Connecticut tion and any-willing-provider notes that the law does not ad-
& Poor's Corp said the move will not affect their ratngs of Allstate General Life Insurance Co have laws will only increase and the See Supreme on page 92

IlE unit declared insolvent Panel to rule on Superfund
CHICAGO-The board of directors of the Illinois Insurance Exchange

took steps last week to bolster its ailing operattons by choosing a new
president and declanng ltS second-largest syndicate msolvent, though By MARK A. HOFMANN held earlier this year that Stam- thority to dictate cleanup because

courts have merely placed the syndicatein conservation
ford, Conn -based Olin could not pollution from the site crossed no

Tapped to serve as the IIE chlef executive officer was James E Tmt, a ATLANTA-It's up to three fed- be subject to retroactive liability state lines, said Judge Hand, not-
Lake Forest, 111, consultant who retired recently from a 25-year career at eral iudges to decide whether Su- for cleamng up a former plant site ing that the Constitution's com-
Coopers & Lybrand LLP m Chicago He was managing partner oversee- perfund's retroactive apphcation in Mcintosh, Ala, for two reasons merce clause regulates interstate,
ing a wide range of hnancial services for Midwestem clients of liability for toxic waste cleantp (BI, Sept 16, June 3) First, but not intrastate, commerce

He succeeds James M Skelton, who announced last month that he was is legal Congress did not specifically spell Arguing for the federal govern-

planning to resign effective Jan 1 (BI, Sept 2) A trio of judges from the 1lth out that Superfund's liability is ment before the appeals court, As-
In adchbon, the board voted that First Oak Brook Corp Syndicate Inc U S Circuit Court of Appeals retroactive when lt passed the sistant Attorney General Lois

was Insolvent That syndicate wrote $34 8 milhon m gross premiums m heard arguments on Oct 4 in the Comprehensive Environmental Schiffer noted that no other court
1995

federal government's appeal of Response, Compensation and Lia- has ruled that the commerce
Accordmg to exchange rules, the second msolvency finding withm 90 U S District Court Judge W B bihty Act in 1980, Judge Hand clause impacts application of Su-

days of the July msolvency of Geneva Assurance Syndicate Inc allows the Hand's decision in United States said Second, m the case of the perfund or that liability could not
board to limit payouts from the IIE's $35 milhon guaranty fund to a totall vs Olin Corp Mcintosh site, the federal govern- be imposed retroactively "Only
of $15 million for both, rather than $15 milhon each, accordmg to Gordon Judge Hand, of Mobile, Ala, ment has no constitutional au- See Superfund on page 84

Teach, board chaiIman
The board has not decided whether it wlll exercise that option, he said

last week New product trades Runoff ordered
Kartchner joins Gulf Group cap cover for stock for two union trusts

NEW YORK-Gulf Insurance Group has hired Vickie F Kartchner as
premdent of Gulf Underwnters Insurance Co, an excess and surplus Imes
insurer owned by Travelers/Aetna Property Casualty Corp By GAVIN SOUTER By DOUGLAS McLEOD

In conjunchon with Ms Kartchner's hinng to the newly created post,
Gulf and TIG Holdrngs Inc announced an excess and surplus lmes part- NEW YORK-Centre Reinsurance Co of New York CHICAGO-A court-appointed liquidator is

nersknp
is offenng to buy shares in insurers and corporations trying to untangle the affairs of two purported

Ms Kartchner had previously been president and chief operating ofh- hit by large catastrophes in a new twist on reinsurance union-sponsored insurance trusts that have left
cer of Phoenix-based TIC Excess & Surplus Lmes (BI, June 26, 1995) products $3 6 million m unpaid health and workers com-

About 20 TIG E&S professionals wtll loin her at Gulf as part of the ven- Market observers expect similar equity products to pensation claims
ture, under which TIG E&S wlll quota share the existing book of busmess be unveiled in the next year as an alternative to catas- A federal judge has entered a liquidation order

with Gulf and TIG Remsurance, which have a longstandmg busmess rela- trophe bonds and other new capital market reinsur- against Chicago-based International Profession-
tionship The busmess wlll operate out of Phoenix ance tools al, Craft & Maintenance Employees Assn Trust

A TIG spokesman said the company has not determined the future of In the first deal, announced last week, Centre Re will and a spinoff entity, Professional Employees and
any remaining staff at TIG E&S buy up to $50 million in non-voting shares of RLI Affiliates Assn Trust

Corp of Peoria, Ill, m the event of a California earth- The U S Department of Labor had earlier won

WelIPoint buys Hancock unit quake blowing through RLI's existing catastrophe an inlunction against the trusts, several purport-
reinsurance program ed unions and employer associations sponsoring

WOODLAND HILLS, Calif -WellPomt Health Networks Inc said The arrangement gives RLI low-price extra catastro- the plans, and their operators
last week it has signed a definitive agreement to acquire the group health phe reinsurance protection and a competitive advan- The Labor Department charged in a lawsuit

and related hfe business of John Hancock Mutual Life Insurance Co m a tage if an earthquake devastated the insurance indus- that trustees of the IPCMEA Trust diverted em-
deal valued at $86 7 milhon try, both companies say The cash would go into RLI's ployer contributions to their own use under the

A deal between the insurer and the managed care frrn had been ru- surplus guise of fees, commissions, union dues and other

mored for several weeks, and WellPolnt had denied news reports it was RLI will pay Centre Re about $1 million a year for charges
close to a deal only earher thls month (BI, Oct 7)

The plans' operators
. conducted no apparentthe options

John Hancock's 14 nullion medical members wlll mcrease WellPomt's The product, Catastrophe Equity Puts, was devel- legitimate union activities" besides offermg
size to more than 55 milhon medical members throughout the country, oped by Aon Re Inc and RLI, which was seeking addi- health insurance through 12 "service centers,"
according to WellPomt, which also acquired the group life and health tional catastrophe reinsurance to cover a major one- which essentially acted as insurance brokers, the
business of Massachusetts Mutual Life Insurance Co earher ths year (BI, in-500-years California earthquake Labor Department alleged

Jan 15)
RLI, through ltS subsidiaries RLI Insurance Co and U S District Judge David H Coar in August

1 Wellpoint's estimated $4 2 bilhon in 1996 revenues and the John Han- Mount Hawley Insurance Co, writes specialty proper- named an independent fiduciary to oversee the
cock businesses' estunated $800 milhon would give the combined compa- ty and casualty insurance Last year, the RLI group trusts The fiduciary-Betty Cordial, a principal
nyrevenues of $5 bilhonthls year The dealisexpectedtoclosebyJan 31 wrote gross premiums of $275 million, and about $90 of Vista Consulting Group Inc in Glenview,

Leonard D Schaeffer, WellPomt's chanman and chief execubve off- milhon of that was dem ed from California exposures, Ill -concluded last month that the trusts could
cer, said he beheves the acquisitton "w]11 capitalize on our track record of said Jonathan E Michael, president and chief operabng offi- not be rehabilitated, and Judge Coar ordered her
revttalizmg indemnity-based organmations by providing customers with cer of RLI Insurance to hquidate them Oct 2

a contmuum of managed care options, not simply a single hmited option" See Centre Re on page 93 See MEWA on page 83

"Our experience demonstrates that, over time, customers choose Well-
See Updates on page 102 Inside
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More strategic combinations may funnel
through the reinsurance industry

Spotlight reAl£

By JUDY GREENWALD
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Mergers likely in Bermuda . ..page 78

Markets for health, life reinsurers . . .page 81

Spotlight Editor: Judy Greenwald

bout

all

that

can

be

said

for sure about merger
and acquisition activity

in the domestic insurance

market is that it is going to
continue, say reinsurance
executives and analysts.
But who the potential play-

ers will be remains very much in
the air.

About the only possible combi-
nation dismissed is M&A activity

among the major direct reinsurers,
and that is only because previous
consolidation has resulted in just
four of them left: General Re Corp.
Employers Reinsurance Corp;

Swiss Reinsurance Co. and Mu-
nich Reinsurance Co.

But some market ob-
servers believe that

despite the possi-
ble inherent diffi-

culties involved

in combining two
different distribu-

tion systems, com-
binations between

direct and bro-

Reinsurance alternatives
await in capital markets

By RODD ZOLKOS

soft reinsurance market may have delayed
insurers' embrace of

capital market alter-
natives to traditional

reinsurance, but it appears in-
evitable that the capital markets
ultimately will play a role in rein-
surance programs.

While capacity in the tradition-
al market appears more than ade-
quate at present, many point to
the considerably larger capacity
offered by the capital markets in
arguing that by necessity the cap-
ital markets will eventually figure
in reinsuring global catastrophe
risk.

Many in the insurance industry
are teaming with capital market
players to find ways to use such
tools as "Act of God" bonds, the
Chicago Board of Trade's catas-
trophe futures contract, over-the-
counter derivatives or other secu-
rities to transfer risk to investors

and provide customized reinsur-
ance solutions that address specif-
ic client needs at lower costs than
in the traditional reinsurance
market.

"There's a major difference in
the capacity of the capital mar-
kets and the insurance markets,"
said Peter Densen, senior vp-risk
management consulting at
Alexander & Alexander of New

York Inc. "There's a tremendous

amount of capacity in the capital
markets that people continually
think about bringing to bear in
terms of risk transfer."

The activity in that area may be
small today, Mr. Densen said, but
the anticipation is that over the
next 10 to 15 years it will "grow to
be something meaningful."

"Is it beyond the talking stage?
Yes. Is there significant use? Not
yet," said Morton N. Lane, presi-
dent of both Chicago-based Lane
Financial Inc. and a recently
formed joint venture with Sedg-
wick Re Insurance Strategy Inc.,
Sedgwick Lane Financial L.L.C.

"If there was a harder market,
the pace of the adaptation of these
instruments would've been

faster," Mr. Lane said.

"But anybody who thinks this is
just a hard market phenomenon is
missing the big picture. What this
effort is likely to result in is noth-
ing less than a new way to finance
insurance and reinsurance of

risk," he said.
"If you had a very hard market,

people would be looking for alter-
natives," Mr. Densen agreed.

"I think now people are doing
things because they know some-
day (the capital markets will be
involved), so they are experiment-
ing," he said.

"You have some reinsurance

See Capital on page 62

ker market reinsurers remain a possibili-
ty.

And certainly mergers between broker
market reinsurers are possible as well,
though even these combinations face
their own particular challenges.

There is also the possibility of owner-
ship changes in reinsurance facilities
owned by primary insurers, though offi-
cials of the facilities themselves deem this
unlikely.

Market observers say that merger and
acquisition activity among reinsurers is
likely to benefit insurers and alsc the ul-
timate policyholders because of the
strong entities that will result.

Recent major M&A activity includes
Munich Reinsurance Co.'s deal to buy
American Re Corp. (BI, Aug. 19) and
General Re Corp.'s acquisition of Nation-
al Reinsurance Co. (BI, July 8), among
others.

The activity is expected to continue,
though not at the pace or size seen in the
last several months.

"I think that the real heavy M&* activ-
ity is probably behind us, and that the
pace w>ill slow with respect to reinsurance
companies," said Philip W. Mitchell, se-
nior vp at Towers Perrin Reinsurance in
Philadelphia.

However, 'I don't think we're done with
it. There are a few more out there," said
Tal P. Piccione, president and CEO of
U.S. Re Corp. in New York.

James F. Duffy, president and CEO of

St. Paul Re, which is based in New York,
said that while there is already a signifi-
cant amount of concentration within the

top five reinsurers in the world, "I don't
see any movement to put the brakes on in
regard to that. It's just that the size of
transactions won't be quite as large as
they've been," and will now involve
smaller or medium-sized reinsurers.

"I think it will be among those compa-
nies that currently, let's say, have less
than $200 million in surplus," agreed
William R. Coleman, president and CEO
of Alexander Reinsurance Intermediaries

Inc., based in Stamford, Conn. "I think
you're seeing companies move toward the
$500 million mark, and I think you're
going to see that continue," he said.

The M&A activity is "a by-product not
of the recent mergers on the direct reinsur-
ance side, but rather of the continued pres-
sure to generate higher and higher levels of
financial security and service to cus-
tomers," said Steven H. Newman, chair-
man and CEO of Woodland Hills, Calif.-
based Underwriters Reinsurance Co.

Craig Elkind, associate director with
Standard & Poor's Corp. in New York,
said every reinsurer "has to do a gut
check and ask, 'Am I in this for a long
term?' " If the answer is "yes," then it is a
buyer. If it is not, the question becomes
whether it is interested in selling now and
for what price. The third option is to pool
together with another reinsurer so the

See M&A on next page

Simple service no longer sufficient
By SALLY ROBERTS

holding their brokers to
a higher standard than
ever before, demanding
more services at cheap-

er prices.
The soft insurance pricing envi-

ronment pressures ceding insurers
to reduce overall expenses to pro-
duce a profit, prompting many to
look to their reinsurance programs
for savings.

Reinsurance buyers also have
gained increased sophistication
and are looking at all available op-
tions to transfer or limit their risk,

reinsurance brokers report.
As a result, intermediaries are of-

fering a broad range of traditional
reinsurance, alternative risk trans-
fer and financial products as well
as catastrophe modeling, financial
profiling, claims consulting and
other services (see story, page 12).

At the same tim€, consolidation
within the primary and reinsur-
ance markets is presenting inter-
mediaries with challenges as well
as opportunities.

Some brokers report gaining new
business from cedir.g insurers un-
happy with consolidation in the di-
rect writer market, while others say
consolidation in th€ primary mar-

ket has resulted in lost business.

Overall, tough market conditions
hampered growth at many of the
largest U.S.-based reinsurance in-
termediaries in 1995. The top 10
reinsurance intermediaries report-
ed revenue gains in 1995, with ag-
gregate gross revenues increasing
6.3% from 1994 levels.

Aon Re Worldwide Inc. reported
the largest increase among the top
10 as revenues jumped 23% to
$192 million in 1995. Alexander
Reinsurance Intermediaries Inc.,
on the other hand, reported only a
1% increase to $204.0 million.
Guy Carpenter & Co. Inc. and

See Brokers on page 14

/' 14rgest U.S.-based reinsurance brokers
Gross revenues are in millions

Gross revenues Employees % Treaty
1995 1994 % chg. 1995 1994 % chg. 1995 1994

Guy Carpenter & Co. Inc.
(Marsh & McLennan Cos. Inc.) $320.9 $315.8 1.68/0

Alexander Reinsurance Intermediaries Inc.
(Alexander & Alexander Services Inc.) 204.0 202.0 1.0

Aon Re Worldwide Inc.
(Aon Corp.) 192.0 156.0 23.1

Minet Re

(Minet Group) 83.5 82.2 1.6

Sedgwick Re 1
(Sedgwick Group P.L.C.) 81.1 75.62 7.3

Willcox Inc. Reinsurance Intermediaries

(Johnson & Higgins) 80.0 68.0 17.6

E.W. Blanch Co.

79.8(E.W. Blanch Holdings Inc.) 76.6 4.2

Willis Falier North America Inc.1

(Willis Corroon Group P.L.C.) :'2 r . 47.3 45.8 - , 3.3
Towers Perrin Reinsurance

-, (Towers Perrin) „ /<: :' 41.5 40.{* 3.2
John P. Woods Co. Inc. i.

(Woods Corp.) 22.5 2140 5.6
J.

1 Figures reflect U.S. business only 2 8/estimate NA-Not available
Source: 8/survey .5,0'

..:r

1.389 1,437

1,575 1,651

824 599

486 498

375 375

235 230

395 391

250 272

206 204

62 62

-3.3%

-4.6

37.6

NA NA,

80.3 80.7{im

:4-2.4

0.0 87 87

2.2 99 99

1.0 99.5 99

-8.1 95 95

1.0 95 95

0.0 100 100

GRAPHIC BY TONY BUCCINI
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reinsurer has "a long-term viable
strategy and commitment to the mar-
ket," he said.

While combinations between bro-

ker reinsurers are expected, market
observers disagree as to whether the
acquisition of broker market reinsur-
ers by direct reinsers is likely.

They point out that among direct
reinsurers, only Employers Re-with
its First Excess & Reinsurance Corp.
unit-now has a substantive broker

reinsurance subsidiary among the
major dinct writers, though Munich
Re also operates a relatively small
broker market reinsurer, Great Lakes
American Reinsurance Co.

However, Kaj Ahlmann, chairman,
president and CEO of Overland Park,
Kan.-based Employers Re, said, "I
don't think we will actually buy com-

panies to any large extent" in the bro-
ker market. While it could happen, it
is "not what we're focusing on," he
said. Buying blocks of business in that
market could be an option instead,
said Mr. Ahlmann.

Others also predict other direct
reinsurer-broker reinsurer combina-
tions are unlikely, based on recent his-
tory.

"What we've seen so far is even a

trend away" from combinations of di-
rect and broker market reinsurers,
said Paul Ingrey, chairman of F&G Re
Inc., a Mon,istown, N.J.-based unit of
USF&G Corp. Among other exam-
ples, he pointed to General Re's sale of
Signet Star Reinsurance Co. to W.R.
Berkley Corp.

Steven J. Bensinger, president of
Stamford, Conn-based Chartwell
Reinsurance Co., agreed.

While there may be specific circum-
stances where a broker market rein-

surer may have developed attributes

that would interest a direct writer,
"We've seen at least a tendency for di-
rect writers to say we're not making it
on both sides of the fence, so to speak,
and let's concentrate on our core," he
said.

'1 think there are two

distinct markels and atthis

point in time they'll remain
two distinct markets,' John
F. Donahue says.

"I think there are two distinct mar-

kets and at this point in time they'll
remain two distinct markets," said
John F. Donahue, senior vp, reinsur-
ance and international property and
casualty operations for I:[T Hartford
Group Inc. in Stamford, Conn.

The Stirling Cooke Brown Group
are pleased to introduce

"I think very definitive choices are
being made as to which distribution
channels one is going to be in and
their choices seem to be rather stark,"
said James F. Dowd, chairman and
CEO of Odyssey Reinsurance Corp. in
New York, "They go one way or the
other."

However, others disagree.
"Given the fact that the broker

market is a very substantial part of
the distribution system in this country
and if it's true that the direct writers
have run out of other direct writers to

buy, then it would seem to me that the
direct writers are going to be looking
for opportunities that could range
from looking to acquire broker mar-
ket reinsurers or even brokers as

well," said Mr. Piccione.
While there has been little success

in "cross-pollinating" distribution
systems over the past 25 years, "I
think the future is wide open for
changes in the distribution system,"

Statutory
Workers' Compensation

Excess of Loss

Reinsurance Coverage.
I f you are an Association, a Self-Insured Fund

or a small- to medium-sized mutual or stock

company and are confused by multi-layered

programs, reinstatement provisicns, per person
limitations and exclusions.

If you would prefer ONE-STOP shopping, full
STATUTORY reinsurance with no limitations and

no major exclusions.

If you would quite simply like your fortunes
followed.

Stirling Cooke can now provide:

• Statutory Excess of Loss Reinsurance for

WCA Section 1;

• Unlimited reinstatements;

One Simple Policy Wording which is clear

and concise;

• No per person limitations;

• AM Best's "A" rating;

• Minimum attachment point $50,000;

• Separate Employers Liability coverage

available (if required).

For further informasion please contact your

intermediary or call Mark Cooke (Bermuda) on

(441) 295 7556 [Fax: (441) 295 9659] or

Dominic Higham (London) on 00 44 171 702 2062

[Fax: 00 44 171 454 0250].

Alternatively, please come and see us in our

suite at the N.A.I.1. Convention in the San

Francisco Marriott Hotel.

STIRLING COOKE
THE STIRLING COOKE BROWN GROUP.

BERMUDA, DALLAS, SARASOTA, ORLANDO, NEW YORK, NEW JERSEY, LONDON.

he said.

Russell R. Eller, chairman of Rus-
sell 1VIiller Corporate Flnance Inc., an
insurance investment banker in San

Francisco, said he, too, would not be
surprised to see reinsurers become in-
volved in multiple distribution sys-
tems. The direct writers, in some way
or another, are already using different
distribution methods, even if it is
through ownership of a broker, said
Mr. Miller.

While they may not face the issue of
multiple distribution channels, there
are also inherent problems with bro-
ker reinsurers merging with one an-
other, say some market observers.

"I think the principal problem is re-
taining all of the business of the com-
bined organizations," said Underwrit-
ers Re's Mr. Newman. Among the
reasons insurer ceding companies
choose the broker market is a desire to
distribute their business to a number

of qualified reinsurers, rather than to
concentrate it with one, he explained.

Therefore, he said, 'logically, if
some of the reinsurers were to become

one, a buyer might under that logic
find it appropriate to reduce the
amounts that organization is partici-
pating in."

Normally in a merger situation be-
tween broker reinsurers one and one

equals not two, but one and a half, "as
a result of clients wishing to hedge
their bets and spread risk around to a
certain extent," agreed Mark E. Hvid-
sten, president and CEO of Minet Re
International Ltd. in New York.

"I think against that is a desire by
clients to rationalize their placements
to a controllable number of reinsur-

ers," said Mr. Hvidsten. "Clients gen-
erally don't want the big subscription
placements that used to characterize
reinsurance placements, but quite a
lot of that has shaken out already," so
quite often when there is a merger, the
new entity winds up with "a smaller
combined share than some of the

parts before that," he said.
This could impact the price of a deal

involving broker reinsurers.
"I do think it's a legitimate point

that acquiring a broker market as an
acquisition candidate probably pre-
sents somewhat less value per dollar
of premium than a direct by virtue of
the somewhat lesser degree of control
over its business and somewhat small-

er degree of relationship with its
clients," said Mark D. Mosca, presi-
dent and CEO of Greenwich, Conn.-
based Risk Capital Reinsurance Co.

"I think that is one of the potential
inhibitions to what I would call major
M&A activity among the broker mar-
ket players," said Mr. Mosca.

"The question always has to come 
up: What are you paying for, how '
much business can you expect to re-
tain, how much business are you get-
ting access to that you might not al-
ready have had access to?" he asked.

As a result, said Mr. Mosca, "The 
general value to a potential acquirer '
of a potential acquisition target is less 1
immediately apparent, a little less 
tangible and maybe less realizable in 
general."

"The values are different," agreed
Gary Ransom, senior vp at Connjng &
Co. in Hartford, Conn. "The direct
writing reinsurers in a sense own their
business in that the relationships with
the clients are with the employees of
their company."

For broker market reinsurers,
though, the "relationships are with
the brokers and the clients," he said.

However, Chartwell's Mr.

Bensinger said value is "very much
dependent specifically on the transac-
tion basis."

"There are organizations that haVe
developed outstanding infrastruc- 
tures and there are organizations that ,

have a tremendous amount of embed- 
decl value, both financially and also in .
terms of human capital. In any indus- |
try, I think, there's a very diverse I

See M&A on page 6 i
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Continued from page 4
range of those values among compa-
nies and to try to generalize that state-
ment to the broker market as a whole,
I think, would be a big mistake," said
Mr. Bensinger, adding, "a lot of intan-
gibles must be assessed."

Strong personalities could become
an issue in these mergers as well, said
Mr. Ransom.

While some CEOs may be willing to
step aside if they were well compen-
sated, "most of them want to be the

person in charge of the merged enti-
ty," said Mr. Ransom.

At least one other potential area of
deal activity is insurer-owned rein-
surance facilities. But there is dis-

agreement as to how likely insurer-
owned reinsurance operations will
follow the lead of Allstate Corp.,
which sold its U.S.-based reinsurance

Stamford

operations to SCOR U.S. Group U3I,
July 29).

Officials of the reinsurance units

themselves say any change in owner-
ship is highly unlikely.

"I don't think St. Paul, Kemper or
USF&G are interested at all in selling
their reinsurance operations for two
reasons," said F&G Re's 1VIr. Ingrey.
"One is, they're among the most prof-
itable things they've got."

Secondly, he said, Allstate sold All-
state Re because the operation had cat
exposure, which Allstate wanted to
reduce.

The other insurers with reinsurance

operations do not have a significant
catastrophe exposure, said Mr. Ingrey.

Officials of other insurer-owned

reinsurance facilities concur.

"We don't expect to be spun off,"
said Michael R. Pinter, Kemper Rein-
surance Co.'s chairman and CEO.

William J. Adamson, CEO of CNA
Reinsurance, said his unit is one of six

operating units for CNA, and he does
not anticipate any change.

And St. Paul's Mr. Duffy said. "I
would never rule out anything, but
certainly it's not in our plans."

"We consider the business to be one

of our key areas of growth in the
Hartford," said Mr. Donahue. "We're
looking for additional growth and to
be a major player in the broker mar-
ket reinsurance community," he said.

"There's nothing to indicate to me
that all those entities areny fully com-
mitted to staying in the business," said
John Smithson, chairman president
and CEO of Philadelphia-based PMA
Reinsurance Corp.

CNA Re, F&G Re, St. Paul Re and
Hartford Re "are all significant and
respected players in the reinsurance
market. They all have very strong ses-
curity, they have good reputations,
they have experienced siff, they're
well known to brokers and clients"

and are apparently very successful, he

said.

"I think that the principal proper-
ty/casualty carriers that have reinsur-
ance companies will not consider sell-
ing them because it's a different but
important line of business that allows
them not only profits, but a unique
understanding of what is going on
in the day-to-day marketplace," said
Mr. Miller.

In addition, financial reinsurance is
probably going to become a growing
segment of the reinsurance business
"and hence most large companies will
want to be active in those new devel-

oping areas," said Mr. 1\1[iller.
"As long as they can write on the

back of a good A.M. Best rating of
their parent company, it really doesn't
serve them a lot of purpose:o be in-
corporated," said Bard E. Buanes,
chairman and CEO of Constitution

Reinsurance Corp. in New York.
However, he added, "Seen from the

company's side, there may be certain

 1,4' ££4.iM-01« 4 ze fieflit

. 4.Wk':5:4,4., 14.0,d

I .7

« '}W  i' : °, >· ,,' .''i '{ "·,:":M

66

Agile when it comes

to ever-changing

client needs.

A Alexander
A Re

New York Boston

As people are defined by their values, so too are
companies defined by their people.

There is no better way, therefore, to tell you about who
we are, what we do, and what we can offer you than
through the words of our people.

Through them we have developed a corporate
culture that fosters attributes such as responsiveness,
creativity, determination, teamwork and agility.

Chicago San Francisco

risks in having a reinsurer as part of
the corporate structure since results
come in more slowly and the exposure
generally may be a little greater than
they are in the primary business."

"The considerations in regard to
that are always multifaceted," said St.
Paul Re's Mr. Duffy. "Are the opera-
tions a vital part or a core aspect pro-
ducing increased revenues and prod-
ucts or is it a fringe part of the overall
organization?"

Another consideration, he said, is

whether the parent organization is
seeking to conserve its capital in rela-
tion to its overall portfolio, which
could put it into more of a position to
sell rather than buy.

Mr. Duffy noted that St. Paul's
reinsurance operation is performing
well and, in fact, would be interested
in becoming a buyer if the right op-
portunity emerged.

Jerome Karter, president and CEO
of SCOR U.S. Group, which bought
Allstate Re's U.S operations, said a
decision on this issue "depends on
whether or not those primary compa-
nies consider the ownership of a rein-
surance department to be strategical-
ly important to them.

"It's a very different business, it has
different capital requirements-more
and more every day-and on that
basis, they may well ask themselves at
some point whether or not they are
prepared to play the garne to keep
those departments relevant in the
market. I think some of them may
well feel that it's not important to
them. But then, one man's meat is an-
other man's poison," said Mr. Karter,
quoting E.B. White.

Risk Capital Re's Mr. Mosca agreed
that it depends on the particular in-
surer's situation. "I think there are

some insurer-owned minsurance op-
erations, or aspects of their opera-
tions, that I would expect to continue
under their current ownership," he
said.

"Others, I think are at least more

likely to be sold or spun off in some 
way, and it's vely much a matter of
the individual circumstances and re-

spective attitude of the insurance 
owner or controllers. I find that very ,
difficult to generalize because I could
see very different potential outcomes
among them," Mr. Mosca said.

Mr. Bensinger of Chartwell said he f
believes that particularly publicly I
traded stock companies with reinsur- 1
ance operations that can stand on 1

their own will assess the value of re- 
taining these operations as a core
business going forward vs. realizing ,
their shareholder value and either

spinning off or selling the entity.
Whatever the M&,A activity, corpo-

rate policyholders are likely to at least
emerge even and perhaps even come
out ahead.

The M&A activity "hasn't really fil-
tered down to the policyholder as I see
it, not in any meaningful way," said
F&G Re's Mr. Ingrey.

Also, fewer reinsurers to choose
from is not seen as a problem.

"They're not hurt. There's stul plen-
ty of choice left," said SCOR's Mr.
Karter. "Even if 10 companies disap-
pear, you've still got a choice of some-
where between 30 and 40 reinsurers

in the market, all of whom will be bet-
ter capitalized. That can only be posi-
tive for the buyers as they can feel
more secure with the companies that
stick around."

"I think buyers to a certain extent
have been driving the whole consoli-
dation trend over the course of the

past few years" as they try to lirnit the
number of programs and deal with 0
larger, more secure players, said Mr. 1
Bensinger.

"I think that's a positive" because
what you will wind up with over time
is fewer reinsurers that are larger and
better capitalized with a better ability
to develop new products and more
capital committed to research and de- 
velopment, said Mr. Bensinger. M
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Opinions
Mixed marks for 104th Congress

OOKING BACK on the now-concluded 104th

congressional session, we think Congress, for
a change, gets high marks-somewhere be-

tween an A- and a B+ -for its actions on employee
benefit issues and more than a passing grade on risk
management issues.

Actions that deserve an A include the long-overdue

passage of pension simplification and health care
portability legislation.

Passage of the pension legislation-a testimony to
the persistence of employer groups that had been lob-

bying for it for six years-begins to peel away at the
layers of complex and often needless rules that have
raised the cost of administering pension programs.

Its enactment will encourage more employers to start

new pension programs and retain existing ones.
The health care legislation is a welcome break from

the overreaching proposals Congress considered in the
previous session. This one is neatly targeted at a specif-
ie problem: workers who can't get health insurance for

pre-existing medical conditions from their new em-
ployers when they change jobs. The measure will end
an outrageous underwriting practice and will give em-

ployees health insurance protection-at little addition-
al cost to their companies-for when they really need
it.

Its passage shows that meaningful health care re-
form is possible when legislators and the executive
branch work together on a bipartisan basis.

Top marks also go to Congress for repealing the
Medicare Data Bank, the federal law that would have

required employers to generate millions of health care
coverage enrollment reports no one would have ever
read.

Actions that occurred at the 1lth hour-passage of
legislation that will outlaw inequitable annual and
lifetime health care plan limits for mental disorders as
well as require group health care plans to offer at least
48 hours of inpatient coverage for mothers and their
newborns after a normal, vaginal delivery and 96 hours

after a Caesarean section-are more of a mixed bag.

On the positive side, Congress set a far off enough ef-
fective date-Jan. 1, 1998-to give regulators enough
time to provide the guidance employers will need to
comply with the new law. That's a pleasant change

from other benefit laws-COBRA is perhaps the best

example-where Congress has given employers just a

few months to comply with sweeping changes in bene-
fit rules.

On the other hand, as we wrote before, we are dis-

turbed at the way legislators passed the mental health
benefits parity and maternity measures. Both propos-
als were tacked on to an unrelated appropriations bill
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and skipped the normal consideration process of hear-
ings and committee and floor votes. Measures of this
importance need more scrutiny and consideration than
can be afforded when they are attached to broader
bills.

On the risk management ledger, we are pleased that
Congress reauthorized the underwriting authority of
the Overseas Private Investment Corp. for another

year. OPIC is a vital player in the political risk insur-

ance market and is, we might add, a positive contribu-
tor to the U.S. Treasury.

Alas, Congress took no action to reform the federal
Superfund law. But, we have to admit, our expecta-
tions of reform were never very high to begin with.

The defeat of federal product liability legislation was
no fault of Congress. For the first time, Congress
passed a product liability reform measure, a very mod-
est one, we think. But the measure died when President

Clinton vetoed it and Congress was unable to override
the veto.

While the presidential veto was a disappointment,
we take comfort in the fact that President Clinton left

open the possibility in the debate Oct. 6 that he is not

necessarily opposed to liability reforms at the federal
level. He noted that in 1994 he signed a tort reform
measure that gives manufacturers of general aviation
aircraft immunity from product liability suits after the
aircraft reach a certain age.

And if challenger Robert J. Dole is elected, he left no
doubt that he would sign-enthusiastically-federal

product liability reform legislation.

Letters

Taxpayer shouldn't shoulder business risks
To the editor: I was disappointed to read

your Sept. 3 editorial, "Taking a Good
Idea Too Far," in defense of the Overseas
Private Investment Corp.

Too many people excoriate wasteful
governrnent spending in the abstract but
quickly rise to the spirited defense of a
particular pet project.

I will not question your assertion that

Business Insurance welcomes letters

to the editor. The section is intended to

be a forum for readers' opinions and
comments. We reserve the right to edit
letters for clarity or space. We witt not
publish unsigned Zetters. Please send
your letters to Letters to the Editor,
Business Insurance, 740 N. Rush St.,
Chicago, m. 60611; fax: 312-280-3174;
e-mait pwinston@crain.com

the existence of political risk coverage
makes it easier for companies to do busi-
ness abroad. There is no doubt that this

program, along with many of the other
programs in OPIC, helps companies do
business abroad. The question that needs
to be asked is why the taxpayer should
subsidize this insurance.

Your editorial suggests that the program
is not a handout for the corporate well-to-
do because it actually generates revenue.
You also note that private insurers do not
seem willing to play in this market.

This should be a red flag to alert readers.
Are insurance companies deliberately
avoiding a potentially profitable opportu-
nity? Or is it that the revenues from the in-
surance coverage are counted but govern-
ment accounting does not post the
necessary liabilities associated with a very
risky 20-year guarantee?

If private insurers are unwilling to ac-

cept the premiums in return for the risk,
then the federal government (and taxpay-
ers) are effectively subsidizing this activi-
ty. While many are quick to point to the
benefits aceruing from the existence of in-
surance, Henry Hazlitt pointed out force-
fully in his excellent book "Economics In
One Lesson" the economic fallacy of such
reasonmg.

I have no doubt that there is consider-

able political risk associated with major
infrastructure projects. But transferring
this risk to the taxpayer is not the right an-
swer. I applaud Congress for finally step-
ping up and saying no to this example of

corporate subsidy.
Stephen W. Philbrick

Weatogue, Conn.

Editor's note. In the closing days of the
session, Congress agreed to reauthorize
OPIC for one more year.
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Brokers broaden their menus
Insurer clients now look for creativity, more services

By SALLY ROBERTS
and JUDY GREENWALD or captive management unit, said

John R. Cashin, executive vp of

Reinsurers and reinsurance bro-

kers are finding offering pure
reinsurance transactional services

does not cut it with today's more
sophisticated buyers and more
competitive market.

Insurers are looking for a full
range of value-added services
from their brokers and reinsurers

to creatively solve their unique in-
surance needs.

And brokers and reinsurers are

differentiating themselves from
their competition based on these
services.

Reinsurance intermediaries are

offering a variety of consulting
services as well as financial and

catastrophe modeling services.
Many also are developing new
software products and others are
forming new units to track and
educate clients on capital market
and other finite-risk reinsurance
solutions.

Reinsurers also are active in

providing their clients with a full
range of services.

Many report offering under-
writing and claims-audit services
as well as actuarial, catastrophe-
evaluation and various support
services.

There has been major growth in
this area among the larger rein-
surers, both broker and direct,
under the auspices of "value-
added" services, said William J.
Adamson, chief executive officer
of CNA Reinsurance, based in
Chicago.

"I think we're all in the service

business at the same time we're in

the business of risk bearing," said
James F. Dowd, chairman and
CEO of Odyssey Reinsurance
Corp. in New York. "I think we
are all in it because one needs to

distinguish themselves," as well
as provide the same services as
competitors.

Reinsurance buyers "are be-
coming very selective regarding
the financial integrity and value-
added services of their reinsurers

and reinsurance intermediaries,"
added Rocker Channell, president
of Aon Re Worldwide Inc. in

Chicago.
Insurers selecting reinsurance

intermediaries "are looking not
just for the placing of business
and transactions, but for a much
broader consultative and advisory
role ranging from helping them
with catastrophe-exposure man-
agement to financial planning to
helping them find capital," said
Jacobus Van de Graaf, managing
director and CEO of Towers Per-

rin Reinsurance in Stamford,
Conn.

Indeed, "when we walk in the
front door, we don't want to be
viewed as a reinsurance broker,
we want to be viewed as a busi-

ness consultant with a variety of
services," said Chris L. Walker,
president and CEO of Blooming-
ton, Minn.-based E.W. Blanch Co.

To do this, reinsurance brokers
continue to widen their breadth of
services often times on an unbun-

dled fee-basis.

In some cases, reinsurance bro-
kers are looking to draw off of
other units to enhance their

knowledge and service base.
"One thing we're trying to do is

work in a much more integrated
fashion" with other Towers Perrin

units, Mr. Van de Graaf said. "We
want to tap into the knowledge

and services of Towers Perrin and

Tillinghast" for instance, to help
solve a client's need.

The reinsurance intermediary
and its actuarial consulting sister
company, Tillinghast, for exam-
ple, are developing biannual joint
catastrophe exposure manage-
ment seminars for insurers to dis-

euss such topics as capital market
solutions and catastrophe model-
ing, Mr. Van de Graaf said.

In addition to Towers Perrin,
Willis Faber North America Inc.

will look to other units in the

group to integrate services,

whether it's the retail brokerage
unit, excess and surplus lines unit

r..

f

n

other elements of the organiza-
tion."

Among the variety of new con-
sulting services intermediaries are
offering, Alexander Reinsurance
Intermediaries Inc. recently began
offering claims consulting ser-
vices through its London-based

the New York-based in:ermedi-

ary. All units are "ccnstantly
looking at opportunities to feed

'When we walk in the front door...we want
to be viewed as a business consultant with

a variety of services,' says Chris Walker of
E.W. Blanch Co.

Alexander Howden Group Claims
Consultants, which opened an of-
fice in New York, said William R.

Coleman, president and CEO of
Alexander Re in New York.

Sedgwick Re also formed a new
unit late last year that offers con-
sulting and fee-based services to
insurance, reinsurance and regu-
latory clients, said Salvatore D.
Zaffino, chairman and CEO. The
unit, Reinsurance Solutions Inter-
national LLC., is based in
Philadelphia.

And E.W. Blanch established a

new unit-Paragon Reinsurance
Risk Management Services Inc.-
to provide clients consulting and
other products and services in-
cluding accounting and claims
software and catastrophe model-
ing services.

In addition to new consulting
units, Sedgwick Re and E.W.
Blanch also established new units

to explore reinsurance options in
Continued on next page
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the capital market and other fi-
nite-risk reinsurance arrange-
ments.

Not only are intermediaries es-
tablishing new units, many also
are developing new software to as-
sist clients with a variety of needs.

For example, Guy Carpenter &
Co. Inc. developed a new software
product-called EQECAT-last
year that offers such capabilities
as portfolio analysis, financial
modeling and wind, flood and
earthquake catastrophe modeling,
said David Priebe, a managing di-
rector at the New York-based in-

termediary.
Towers Perrin Reinsurance de-

veloped two software products
that will estimate an insurer's po-
tential range of investment securi-
ties returns with respect to catas-
trophe-exposed risks and one that
assists Towers Perrin Reinsurance

consultants in evaluating the fi-
nancial consequences of alterna-
tive property catastrophe reinsur-
ance programs.

Reinsurance intermediaries also

are establishing new offices over-
seas, expanding the base to pro-
vide these services.

John P. Woods Co. Inc., for ex-

ample, recently opened an office in
Rio de Janeiro, Brazil; Guy Car-
penter opened a new office in
Zurich, Switzerland; Willcox Inc.
Reinsurance Intermediaries

opened new offices in Buenos
Aires, Argentina, and has plans to
open offices in Mexico City and in
Hamburg, Germany, this year; and
E.W. Blanch, through a joint ven-
ture, established new offices in
Hong Kong; Paris; Rome; Mexico
City; Sydney, Australia; and Sin-
gapore during 1995 and so far in
1996.

Reinsurers also report offering a

full range of services to provide
value-added solutions to their
clients.

The broker market reinsurer

works in conjunction with the bro-

Many reinsurance
intermediaries are

developing new
software to assist clients

with a variety of needs.

ker, said John F. Donahue, senior
vp-reinsurance and international
property and casualty operations,
for the Hartford Insurance Group
in Stamford, Conn.

"I think you'11 find that Hartford
Re has a full array of services and
that is augmented by whatever

services the broker community
brings to the table, and between
the two of them they focus on what
does the client really want and
what do they really need."

He noted also that "a major part
of Hartford's game plan has al-
ways been to provide the services
needed," including catastrophe
evaluation services, actuarial,

claims-audit services "and beyond
that even to claims administration

if that's what the clients happens
to need," he said.

"There's a shift to basically a so-
lution-oriented marketing among
larger reinsurers who have those
services rather than sort of a prod-
uct orientation, so I think specific
services that are required within
the broker rnarket are actually
quite available between broker
companies and underwriting com-
panies," said Mark W. Hinkley, ex-
ecutive vp of TIG Reinsurance Co.

Sometimes, what starts out lookins like a fist full of dollars, can end up being

small change. And let's face it, in our business, small change just doesn't cut it.

What you need is capital. Clean capital. And at Signet Star, that's just what

we'v€ Sot. You don't have to worry about environmental impairment and

asbestos liabilities hiding in our closet because we have none.

What we do have is the strength of over $240 million

of policyholders' surplus and the benefit of being a member of the

W.R. Berkley group of companies.

This outstanding position has earned us an "A" (Excellent) rating

by A.M. Best Company.

Our business is reinsurance and we are totally committed to it.

Signet Star has five operatins divisions staffed with experts in their respective

fields, and we're growing.

In short, we've got the commitment and the capital

to keep you covered.

And that's a promise you can bank on.
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Signet

Star

YOU CAN bANk ON.

in Stamford, Conn.
Steven H. Newman, chairman

and CEO of Woodland Hills,
Calif.-based Underwriters Rein-

surance Co., said, "I guess you
could classify the reinsurers in two
categories: Those that provide the
contract and capacity and those
that provide solutions, and I count
ourselves in the latter.

"We are capable of leading and
restructuring entire reinsurance
programs. We routinely perform
underwriting and claims audits of
our clients for both their benefit

and our own. We allow our clients

to access our actuarial capabilities,
which provide them with some sig-
nificant pricing support.

"We also have primary insur-
ance company charters in our or-
ganization which we also use to as-
sist our clients in operating in
areas or in classes for which they
are either not licensed or filed."

Jerome Karter, president and
CEO of SCOR U.S. Group in New
York, said, -That's one thing that
we have been doing more and more
of."

SCOR has offered services in

areas including underwriting au-
dits and claims "and just in gener-
al is making services available
which support the management of
primary companies to meet their
objectives.

"I think you'll see that growing,
and that that is going to be capable
of being offered only by those that
have or are prepared to put the re-
sources in place."

Steven J. Bensinger, president of
Stamford, Conn.-based Chartwell
Reinsurance Co., said the reinsurer

can offer its clients primary paper
through its acquisition of the Rein-
surance Corp. of New York, whose
name has now been changed to the
Insurance Corp. of New York. The
Insurance Corp. of New York
writes property/casualty coverage
for specialty program administra-
tors.

In addition, Chartwell Re is
among the investors in an invest-
ment fund formed in July, High
Ridge Capital, that targets proper-
ty/casualty insurers.

The Stamford, Conn.-based

fund, whose other major investors
are Charlotte, N.C.-based First
Union Bank and Bermuda-based

Western General Insurance Ltd. in

Bermuda, has a total of $56 mil-
lion, says its president, Jim Zech,
who noted the fund has not yet
made any investments.

"We're targeting middle-market
types of property/casualty insurers
that are in need of capital and
those leads are (being generated
from) our traditional reinsurance
community," said Mr. Bensinger.
High Ridge's investments are sepa-
rate from Chartwell Re's reinsur-

ance operations.
In addition, Chartwell Re has a

wholly owned subsidiary, Chart-
well Advisers Ltd., a licensed
Lloyd's adviser to New London
Capital P.L.C., a corporate capital
vehicle that provides capital to se-
lect Lloyd's syndicates. The rein-
surer is also now in "exclusive dis-

cussions" on the possible ac-
quisition of Archer Group Hold-
ings P.L.C., parent company of
Archer Managing Agents Ltd., a
Lloyd's managing agency that
manages a group of 11 Lloyd's syn-
dicates.

At the same time, some reinsur-

ers are choosing to solely focus on
reinsurance underwriting.

Paul Ingrey, chairman of F&G
Re Inc. in Morristown, N.J., a unit

of USF&G Corp., said just as his
personal investment philosophy
calls upon him to invest only in
things he understands, F&G focus-
es just on reinsurance underwrit-
ing. [al
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Brokers
Continued from page 3
Minet Re both reported modest
1.6% increases to $320.9 million

and $83.3 million, respectively.
The total number of employees

among the top 10 increased by
1.4%, as nearly half the brokers
reduced their workforces last

year.

Business Insurance ranks the 1 3

largest U.S. intermediaries based
on reinsurance brokerage rev-
enues generated by all compar.ies
that report to that entity.

Brokers whose headquarters are
in the United States report their
global reinsurance brokerage rev-
enues, while others based outside

the United States report only
their U.S. revenues.

For example, Minet Re and
Sedgwick Re have similar inter-

national structures, but all of
Minet Re's reinsurance operations
report to New York and its ulti-
mate parent is The St. Paul Cos.
Inc. of St. Paul, Minn.; Sedgwick
Re's U.S. division reports to Lon-
don and its parent is London-
based Sedgwick Group P.L.C.

As a result, revenues shown for
Sedgwick Re and Willis Faber
North America Inc. represent only
a portion of the reinsurance busi-
ness placed globally by their U.K.
parent companies.

Based on information reported
by their parent companies for the
annual agent/broker profiles issue
(BI, July 22), BI estimates that
Sedgwick's global reinsurance
revenues for 1995 were approxi-
mately $130 million, while Willis
Corroon's were $188 million.

In the past, Alexander Re and
Willcox Inc. Reinsurance Interme-

diaries reported only their North

American revenues, but because
the intermediaries both have New

York-based parent companies,
their global reinsurance broker-

largest U,S.-based reinsurance in-
termediary, and John P. Woods
Co. Inc., which remains the 10th
largest intermediary.

'The real trickasa brokerage operation is trying
to get the value equation understood by clients
and to position ourselves so we can be able to
sell those services,' Mark T. Hvidsten says.

age revenues have been included
in the 1995 rankings.

Alexander Re moves up seven
spots in the chart to Nc. 2 from
No. 9, moving the remaining in-
termeciaries down one notch with

the exception of Guy Carpenter,
which remains unchanged as the

With the addition of its global
revenues, Willcox surpasses E.W.
Blanch Co. and Willis Faber

North America Inc. to take the

No. 6 spot, while the others moved
down to No. 7 and No. 8 respec-
tively.

The lackluster results at many

Some companies have a way ofdisappearing
when the market changes.

When business is on the rise, new companies seem to materialize overnight Butwill they still be

A there when the tide turns? With Vesta, you don'thave to worry.We've committed our resources

Rated ACExcetient)
aass IX by AM. Besr exclusively to the property/casualty business. And we back that commitment with proven expe-

rience andfinancialstrength. So ifyou'ze looking foracompanythatwon'tlosesightofits respon- T
sibility toyou andyour customers, look into Vesta. VESTA INSURANCE COMPANIES

3760 River Run Drive Birmingham, Alabama 35243
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of the largest intermediaries-
Aon Re and Willcox were the only
brokers to report double-digit in-
creases-is reflective of a market-

place that brokers describe

as going through a watershed
change.

Reinsurance buyers are keeping
a close eye on their expenses,
which often translates to retain-

ing more risk.
As a result, brokers are chang-

ing how they do business, realiz-
ing they can no longer just handle
reinsurance transactions if they
want to grow. They must also pro-
vide value to their clients, offering
experienced advisers, financial
stability and a wide range of
products and services tailored to
clients' specific needs, they say.

"The market is in a great deal of
transition at the moment," said
Mark T. Hvidsten, president and
CEO of Minet Re Worldwide in

New York. "The real trick as a

brokerage operation is trying to
get the value equation understood
by clients and to position our-
selves so we can be able to sell

those services."

Indeed, "ceding companies are
not using the continuing soft mar-
ket to buy 'cheap' insurance," said
Salvatore D. Zaffino, chairman
and CEO of Sedgwick Re in Hart-
ford, Conn. "Reinsurance buyers
demand value for their reinsur-

ance premium and do not commit
to reinsurarice programs until
they are convinced that adequate
value is present."

"I think reinsurance intermedi-
aries have never been held to a

higher standard than they are
today," agreed William R. Cole-
man, chairman and CEO of

Alexander Re. "We have to

demonstrate our value-added ser-
vices to clients."

"Our clients expect more,"
echoed Chris L. Walker, CEO and

president of Bloomington, Minn.-
based E.W. Blanch Co. "The cook-

ie cutter approach doesn't work
any more. Brokers need to tailor
products to what the buyer wants.
It's a different process of dis-
tributing risk."

The changing marketplace has
hampered many reinsurance bro-
kers' top lines as buyers continue
to retain more risk and become

more price sensitive.
"Ceding companies are more

concerned than ever with price,"
said Jacobus Van de Graaf, man-

aging director and CEO of Towers
Perrin Reinsurance in Stamford,

Conn. This is a result of the pres-
sure they have to improve their
margins, he said. Essentially, in-
surers "are passing on to reinsur-
ers the soft market conditions in

the primary market."
"Insurers continue to look at

ways to enhance the value of rein-
surance and risk management
strategies," echoed David Priebe,
managing director at Guy Car-
penter. "This translates to client

companies taking on more risk.
Reinsurance intermediaries,

therefore, create more efficient

reinsurance products, which has a
residual impact on revenues."

Indeed, " there is pressure on ev-
eryone to reduce costs, increase
revenues and grow profits," said
Blanch's Mr. Walker.

As market conditions continue

to challenge intermediaries, so too
does the rapid consolidation in
the primary and reinsurance mar-
ketplace.

Intermediaries report varying
effects from the consolidation
trend.

However, they do agree that the
consolidation, while challenging,
presents opportunities and will
continue in the future.

See Brokers on page 16
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Continued from page 14
"Certainly, consolidation has

presented new challenges. Invari-
ably someone's reinsurance pro-
gram is dropped," said Blanch's
Mr. Walker. "If you're an incum-
bent, you probably will struggle
to make up for the loss. Fortu-
nately for us, we haven't had very
many situations where we've lost
a significant reinsuranee program
through consolidation."

At Towers Perrin Re, however,
"the only real account we lost in
'95 was a company that was ac-
quired by someone else," Mr. Van
de Graaf said. "Those things are
going to happen."

And because of Guy Carpenter's
extensive client base, "in many
cases we find ourselves on both

sides of the (acquisition) equa-
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tion," Mr. Priebe said.
And "one pks one doesn't al-

ways equal two It usually equals
one and a half or just one," he
said, referring :o combined rein-
surance programs.

"While, in theory, consolidation

N.J.-bas€d intermediary also

came from consolidation among
direct writer reinsurers, Mr.

Woods said.

Within the last four mon:hs. the

number of direct writers has de-
creased ti four from six.

'While, in theory, consolidation could limit
the number of prospective clients for us, it
actually has presented opportunities,' says
John P. Woods.

could limit the number of

prospective clients for us. it actu-
ally has presenced oppcrtunties,"
said John P. Woods, president of
John P. Woods Co.

Opportunities at the Jersey City,

.4

Most recently, Munich E€insur-
ance Co. announced it wrull ac-

quire American Re Corp. (34 Aug.
19) anc General Reinsurance

Corp. said it would acquire Na-
tional Reinsurance Corp (BL July

Mr. Woods said his brokerage is
gaining n=.w business from region-
al insurance companies in the
Midwest and East "who have ex-

pressed cone€rn with the mergers
between some of the direct writ-
ers."

However, Mr. Coleman of

Alexander Re said he has seen no
fallout frim the direct writer con-
solidation

"We had six direct writers, and
now Bve have four, and there is no

signal of any change in the rein-
surance premium pie," he said.

Reinsurance brokers do agree
that xnsolidation will continue.

"I -.hink there is going to be con-
tinued ccns)lidation in the prima-
ry market. Consolidation in the
reinsurance business, 1 think,
ther€ wiL be some contin.uance of

that. And frankly, I tnink the
same thing will happen to bro-

1 j r- =

> .4

kers," Mr. Van de Graaf said.
Intermediaries agree tha: con-

solidations among reinsurance

brokers will be more frequent
among smaller brokers, and a.so
to a more limited degree among
the larger reinsurance intermedi-
aries that are units of larger retail
brokerages.

"Consolidation among reinsur-
ance brokers will continue as very
small brokers that do not offer

specialized expertise and efficient
back office processing capabilities
will be absorbed by the larger
brokers," said Mr. Woods, who
echoed sentiments of other bro-
kers.

The future of reinsurance inter-

mediaries that are part of larger,
international brokerage firms will
be a function of those firms as a

whole, said Sedgwick Re's Mr.
Zaffino.

Continued on net page
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"With various global brokers

currently examining restructuring
or merger options, it would seem
likely that there will be consolida-
tion among the largest insurance
and reinsurance broking firms as
well," he said.

"It's no mystery that Aon is sit-
ting on spare capital and is ready
to spend," said John R. Cashin,
executive vp of Willis Faber in
New York. As a result, "one of the
top five or six brokers is going to
be a target," which in turn affects
the future of some of the top 10
reinsurance intermediaries, he
said.

Willis Faber's parent, London-
based Willis Corroon Group
P.L.C., is just one broker that has
been rumored to be a possible ac-
quisition candidate for Aon Corp.,
Aon Re Worldwide's parent com-
pany.

The St. Paul Cos. Inc.'s recent
decision to retain Goldman Sachs
Internaional to assist in examin-

ing strategic alternatives for
Minet Group puts Minet Re's fu-
ture up in the air (BI, Sept. 2).

Willcox acquired another reinsur-
ance brokerage in 1995-Dallas-
based H.S. Fox Corp.

Many brokers say. however,
1 hey have their "radar scopes" out
looking for possible acquisition

'We continue to watch the development of
capital markets' as an alternative to
traditional reinsurance, says Towers Perrin's
Jacobus Van de Graaf.

Minet Re's Mr. Hvidsten would
not comment about the future of

the broker.

Wh*le the intermediaries pre-
,diet smaller brokers will be ac-

quired by larger brokers, only

targets.
Another trend that is more talk

than action at she moment is capi-
tal market alternatives for fund-

ing reinsurance risks.
While reinsurance brokers re-
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port much interest on the part of
ceding insurers to learn about
capital market options for trans-
ferring risk, not much has come to
fruition.

"There has been more activity
in development than in implemen-
tation," said Alexander Re's Mr.
Coleman. "It's still an effort being
made though."

"We continue to watch the de-

velopment of capital markets" as
an alternative to traditional rein-

surance, Towers Perrin's Mr Van
de Graaf said.

"There is lots of talk, but not
much has happened yet," he
added.

"Insurance companies, Dther
than some with very large catas-
trophe exposures, do not appear
to be rushing to embrace capital
market alternatives because tra-

ditional catastrophe reinsurance
is decidedly more competitive at

f
01 •

A regional company considering
entry into anew market asked our advice.
We presented a clear picture that helped-

them make the right move.
1 •1

They decided against it :'
Frank Rtiyak, Prw@ent
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well as opportunities.
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growth, and the flexibility to consider even the most unorthodox of solutions.
For in-depth examples of how we've helped our clients, call 800-255-5530.

4 We'11 show you iust how important knowledge and flexibility truly are.
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this time," Mr. Woods said.

summated to date," echoed Mr.

exploring a variety of avenues. It's
like a dam waiting to break. It's

it's a question of when."
Profiles of the largest U.S.-based
reinsurance intermediaries follow:

Guy Carpenter & Co. Inc.

Tough market conditions sty-
mied growth at Guy Carpenter &
Co. Inc. during 1995, but not
enough to jeopardize its ranking

ance intermediary.
Premium volume was down

slightly to $4.9 billion from $5 bil-
lion in 1994. Likewise, gross rev-
enues were down 1.1% to $295.1
million from $298.5 million in

1994. Including investment in-
come, however, revenues rose
1.6% to $320.9 million from
$315.8 in 1994.

"It's a tough market," said
David Priebe, a managing director
at Guy Carpenter in New York.

However, "we're making posi-
tive headway in many areas." This
includes increasing the broker's
value-added services, such as fi-
nancial modeling and claims con-
sulting, as well as its niche busi-
nesses, such as professional
liability and health care, Mr.
Priebe said.

Guy Carpenter also strength-
ened its international capabilities
in 1995 by opening a representa-
tive office in Zurich, Switzerland,
and increasing the number of em-
ployees in its U.K. office, Carpen-
ter Bowring Ltd.

In 1995, Guy Carpenter,
through a joint venture with EQE
International of San Francisco,
developed EQECAT, a software
product that offers such eapabili-
ties as portfolio analysis, financial
modeling, and wind, flood and
earthquake catastrophe modeling,
Mr. Priebe said.

The reinsurance broker also

"beefed up" its financial modeling
capabilities to offer clients "quan-
titative assessments to examine

their volatility" of risk in terms of
underwriting exposure, reserves
and investments, Mr. Priebe re-
ported.

Headcount at the Marsh &

McLennan Cos. Inc. unit was

down 3.3% in 1995 to 1,389 from
1,437 in 1994. While the number
of employees has been decreasing
steadily, Mr. Priebe said there is
"no major on-going effort" to
downsize the company.

Most of the intermediary's
client mix is domestic; however, it
expects its international base to
increase.

In addition to the new Zurich

office, Guy Carpenter recently
opened a new office in Atlanta.

Richard H. Blum, former chair-
man and chief executive officer of

Guy Carpenter, is now responsible
for the integration of insurance
and reinsurance services at the

parent company. He is operating
under no title. Brandon W.

Sweitzer became CEO and presi-
dent and G.H.C. Wakefield be-
came chairman.

Other executive vps at Guy Car-
penter are: Stanley C. Allain, Ge-
offrey I.K. Bromley, Richard C.
Kane, Edmund R. Megna Jr., and
Gavriele J. Troiano.

Alexander Reinsurance
Intermediaries Inc.

Alexander Reinsurance Interme-

diaries Inc. is looking to life, acci-
dent and health reinsurance,

See Brokers on Page 20
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program business and specialty ca-
sualty programs for continued
growth in 1996.

However, the soft pricing envi-
ronment plus consolidation in the
insurance marketplace held back
any substantial growth in 1995 at
the New York-based unit of

Alexander & Alexander Services

Inc. Gross revenues rose only 1% to
$204 million, compared with $202
million in 1994. Headcount is down

0.46% to 1,575 from 1,651 in 1994.
Alexander Re became the sec-

ond-largest U.S.-based reinsurance
broker with the addition of its

global reinsurance revenues, in-
cluding revenues generated by its
Alexander Howden affiliate. Previ-

ously, Alexander Re reported only
North American revenues, which

made it the ninth-largest reinsur-
ance intermediary.

Alexander Re seeks to provide
comprehensive solutions to clients
by offering services such as catas-
trophe profiling, financial model-
ing and actuarial analysis, said
William R. Coleman, president and
CEO of the intermediary.

"More than ever before, we can't
be the placer of reinsurance busi-
ness. We have to help clients with
their business problems," he said.
This consultative approach "not
only involves catastrophe profiling
but also financial modeling."

In 1996, Alexander Re began of-
fering claims consulting services
through its London-based Alexan-
der Howden Group Claims Consul-
tants, which opened an office in
New York.

Alexander Reinsurance made

"two significant hires" in 1995, ac-
cording to Mr. Coleman. Dave Sul-

livan and Andy DeLoreto, both se-
nior vps, are now heading up ihe
intermediary's program business.

'More than ever

before...,we have to
help clients with their
business problems,'
says William Coleman.

In addition to Mr. Coleman, other
executives at Alexander Re are:

Robert T. Mobyed, executive vp
and chief operating officer; and
John T. Roby, senior vp and chief
financial officer.

Aon Re Worldwide Inc.

Strong internal growth and ac-

Alternative Risk

Options:

1
r..J 4.

3 C

5

quisitions proved to be the right
ticket for Aon Re Worldwide Inc.,
which posted the largest revenue
increase among the top 10 reinsur-
ance intermediaries.

Gross revenues leapt 23.1% in
1995 to $192 million from $156

million in 1994, making the Chica-
go-based broker the third-largest
U.S.-based intermediary.

"Our growth is a combination of
good, strong organic growth to-
gether with a number of acquisi-
tions we made in'94 that are show-

ing up in our '95 numbers," said
Rocker Channell, recently appoint-
ed president of Aon Re.

For example, Aon Corp. acquired
London reinsurance broker Jenner

Fenton Slade Group Inc. in 1994,
but the London broker's revenues
were not included in Aon Re's until
1995.

In addition, "Aon Re is growing
in a number of areas, particularly

Frontier helps you
make the winning move!

Asa longtime player in specially markets,
1 Frontier is uniquely able to provide you

1 iwith 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.

SIGNIFICANT SAVINGS
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insurance protection with lower costs, tailored
coverages, focused loss control and specialized
claims service.
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We will work with you in designing the right
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studies, fronting, reinsurance support, loss con-
trol, claims handling, legal, actuarial, underwrit-
ing and administration. They're available
bundled or unbundled.

LET'S TALK!

We don't put you off with red tape - we lis-
ten and respond. Our ability to create added
value features gives you a strong competitive
edge! And with almost $ 1 Billion in assets, you're
assured of strength and stability.

Call Frontier at 1-800-836-2100. Ask for

Dick Marshall, Ext. 341. Or Fax 914-796-1005.
Remember, Frontier gives you a

40 winning alternative!
0

 INSURANCE GROUP
Specialty Markets for the 21 st Century

ROCK HILL, NEW YORK 12775-8000

marine reinsurance," added Brian
Stewart-Brown, chairman of Aon
Re Aviation and Aon Re Marine.

Executives also point to the
strength of its parent company,
Aon Corp., as a growth generator.

Aon Corp. "gives us a significant
advantage in our ability to invest
funds and resources in both tradi-

tional and non-traditional client

services," said Michael G. Bungert,
vice chairman of Aon Re Inc.

For example, "as the needs of our
property clients become more de-
mancling, we are investing in ser-
vices such as 'impact forecasting,'
which provides state-of-the-art
risk and catastrophe modeling that
is used in conjunction with our
other catastrophe modeling tech-
niques," according to Mr. Bungert.

Aon Re added 225 new people,
the largest addition among the top
10, bringing its headcount to 824
from 599 in 1994. Mr. Channell at-
tributes the headcount increase to

the "lag time" associated with the
1994 acquisitions.

While the number of employees
assigned to facultative reinsurance
dropped to 30 in 1995 from 62 in
1994, Mr. Channell said there has
been no decrease in its facultative
business or staff.

The headcount difference "is re-

flective of a realignment with vari-
ous brokerage operating groups,"
he said, adding it is still "a very im-
portant and integral part of our op-
erations."

In 1995, Aon Re globally inte-

grated all its reinsurance opera-
tions under the Aon name.

Aon Re specializes in prop-
erty/casualty, marine, aviation,

energy and accident/health busi-
ness.

Mr. Channell succeeds Stephen
L. Lunsford, who left Aon Re as
president at the end of 1995 to be-
come chairman and chief executive

officer of SLE Worldwide Inc.,
Aon's sports, leisure and entertain-
ment unit in Fort Wayne, Ind.
In addition to Mr. Channell, Mr.

Bungert, and Mr. Stewart-Brown,
other Aon Re executives are:

Michael D. O'Halleran, chairman;
Paul Davies, vice chairman; Colin
Bryan, Alan Colls, David Kelley
and Antony Pinsent, directors.

Minet Re Worldwide

Significant growth in facultative
reinsurance was not enough to off-
set the soft pricing environment at
Minet Re Worldwide in 1995,

Revenues increased a modest

1.6%, rising to $83.5 million from
$82.2 million in 1994, making
Minet Re the fourth-largest inter-
mediaiy.

"The relatively small growth re-
flects the rating pressures in all
lines of all classes of business,"
said Mark T. Hvidsten, president
and CEO of Minet Re in New York.

Marine business is "a significant
part of our operation" and rates
"took a real nose dive in 1995," and

are still "under a lot of pressure"
today, he said.

One bright spot, however, is fae-
ultative reinsurance, which Mr.
Hvidsten said is at the same level

as in the early 1980s in terms of
business growth but "in a market
that rivals the softest ever seen."

Of Minet Re's $1.4 billion in pre- i
mium volume, 12% comes from
facultative business, up from 10%
in 1994.

"I'm very confident about the fu-
ture growth in facultative busi-
ness," he said.

The number of Minet Re employ-
ees dropped 2.4% in 1995 to 486
people from 498 in 1994. However, 
the intermediary assigned 22 new
employees to facultative reinsur-
ance business, bringing the total

See Brokers on page 22
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number to 84.

Minet Re's main client base con-

sists of small to medium-sized in-

surers, "with some striking excep-
tions," Mr. Hvidsten said.

Minet Re is a unit of The St.
Paul Cos. Inc.

In addition to Mr. Hvidsten, other
executives at Minet Re are: Wal-

lace E. Winter, chairman, Charles
Caporale, executive vp and chief
financial officer; Albert T. DeVon
Jr., executive vp; and Gary J.
Jackson, facultative senior vp.

Sedgwick Re

One year after its global rein-
surance brokerage consolidation,
Sedgwick Re posted a 9.2%
growth in worldwide revenues to
$130 million from $119 million in
1994.

Revenues from its U.S.-based

operations increased 7.3% in
1995, to $81.1 million from $75.6
million in 1994, making it the
fifth-largest U.S.-based interme-
diary.

"There is no single segment of
the market or geographic area re-
sponsible for our growth," said
Salvatore D. Zaffino, chairman
and CEO.

However, "Sedgwick Re's facul-
tative division continues to

demonstrate impressive growth,"
he said.

In 1996, the intermediary creat-
ed a new facultative earthquake
facility, which has "provided sig-
nificant opportunities to quote
property cat business," he said.
Sedgwick Re also is seeing growth
in property catastrophe treaties.

Sedgwick Re's treaty and facul-
tative reinsurance operations, for-
merly Crump Re and Sedgwick
Payne, were combined in early
1995 (BI, July 17, 1995).

Late last year, Sedgwick Re
formed Reinsurance Solutions In-

ternational L.L.C. The Philadel-

phia-based unit offers consulting
and fee-based services to insur-

ance, reinsurance and regulatory
clients.

And in 1996, Minet Re formed
Sedgwick Lane Financial Services
in Chicago, "a significant devel-
opment for Sedgwick Re," accord-
ing to Mr. Zaffino. The unit ex-
plores reinsurance options in the
capital market and provides alter-
native risk transfer products.
Morton Lane was named presi-
dent of the new venture.

Sedgwick Re's U.S. clients
range from major stock proper-
ty/casualty insurance companies
to regional and specialty insurers.

"While Sedgwick Re has always
benefited from the Sedgwick
Group P.L.C. relationship, which
provides access to some of the
finest reinsurers in the world, we

find ourselves placing more busi-
ness domestically than abroad,"
Mr. Zaffino said. "U.S. ceding
companies have not expressed a
clear desire to limit placement to
U.S. reinsurers, but with the in-

creased capacity in the U.S. and
the commitment of additional

capital to quality U.S. reinsurers,
a substantial portion of our place-
ments remain within the U.S.," he
said.

In addition to Mr. Zaffino, other

executives at Sedgwick Re are:
Charles A. Higham, executive vp
and chief operating officer; and
Gerald W. Browning, executive
vp-facultative.

Willcox Inc. Reinsurance
Intermediaries

Growth from "all over the

world" contributed to Willcox
Inc. Reinsurance Intermediaries

improved results in 1995, accord-
ing to Willis T. King Jr., chairman
and CEO of the New York-based

intermediary.
Revenues increased 17.6% to

$80 million from $68 million in
1994. Willcox became the sixth-

largest U.S.-based reinsurance
broker with the addition of its

global reinsurance revenues. Pre-
viously, it reported only North
American revenues, which made it
the seventh largest reinsurance
broker.

Willcox' premium volume re-
mains unchanged at more than $ 1
billion, and headcount increased
to 235 from 230.

In March, Willcox acquired H.S.
Fox Corp. in Dallas.

The acquisition "broadens our
worldwide capabilities in the
areas of life and accident and

health reinsurance," said Mr,
King in a release.

Willcox opened new offices in
Buencs Aires, Argentina and Dal-
las in 1995 and has plans fn the
"immediate future" to open of-
fices in Mexico City and in Ham-
burg, Germany, Mr. King said.
Other executives at Willcox are:

Charles P. Griffin, executive vp;
John N. Reinman, executive vp;
and Timmothy C. Rivers, execu-
tive vp.

E.W. Blanch Co.

With the approach that provid-
ing or-ly pure reinsurance services
is passe, E.W. Blanch Co. contin-
ues to diversify, expand and inte-
grate its services in order to pro-
vide clients the most creative

solutions.

"While reinsurance is key to our
success-i.'s the engine that

drives the train-we are looking
to integrate all of our services to
provide solutions to our :lients. .
.tc find creative solutions to the

whole idea of distribution of risk

and mitigating volatility," said
Chris L. Walker, president and
CEO of the Bloomington Minn.-
based reinsurance broker.

The approach seems to be work-
ing for the sixth-largest U.S.-
based intermediary, a unit of E.W.
Blanch Holdings Inc., the only
U.S. publicly traded reinsurance
broker.

Revenues increased 4.2% in

1995, to $79.8 million on $2.3 bil-
lion in premium volume. In 1994,
the broker reported $76.E million
or_ $2.1 billion premium volume.

"Overall, we're really pleased
with the company and what's
taken place in the total opera-
tion," Mr. Walker said.

While 75% of its revenues is still

For financial security,
count on MIC Re.

derived by pure reinsurance, the
broker established a new fee-for-

service unit that contributed to its

results, Mr. Walker said. Paragon
Reinsurance Risk Management
Services Inc. provides insurers
consulting services and reinsur-
ance accounting and claims soft-
ware.

However, a big component of
the unit is its catastrophe model-
ing services.

"We've really gone out of our
way to use the information that
comes out of the models as an un-

derwriting tool for clients," Mr.
Walker said.

The broker also formed Capital
Risk Solutions in 1995 to track

and to educate its clients on capi-
tal market solutions and other fi-

nite risk reinsurance arrange-
ments.

Earlier this year, Blanch formed
Continued on necct page
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Rockwood Programs Inc., a mar-
keting and distribution subsidiary
within E.W. Blanch Wholesale ln-
surance Services Inc. unit that pro-
vides insurers assistance in mar-
keting their programs in the
primary market, Mr. Walker said.

In addition, through a 50-30
joint venture with Swire Fraser In-
surance (Holdings) Ltd., a unit of
Hong Kong-based Swire Pacific
Ltd., Blanch expanded its interna-
tional scope. During 1995 and so
far in 1996, the partners, which es-
tablished the venture two years
ago, have established offices in
Hong Kong; Paris; Rome; Mexico
City; Sydney, Australia; and Sin-
gapore.

In addition to Mr. Walker, E.W.
Blanch's other officers are: Daniel

O'Keefe, secretary; Tom Nelson,
treasurer; Rodman Fox, Ralph
Flum, Jack Graham, Arthur Hor-

witz and Cliff English, directors
and executive vps.
E.W. Blanch Jr. is chairman and
CEO of E.W. Blanch Holdings.

Willis Faber

North America Inc.

Rebounding from its revenue
drop in 1994, Willis Faber North
America reported a 3.3% increase
in 1995 revenues to $47.3 million
on $1.33 billion in premium vol-
ume, compared with $45.8 million
on $1.28 billion in premium vol-
ume in 1994.

The growth is mainly at-
tributable to new business devel-

opment, both within the United
States and outside, in its marine
and aviation divisions, said John
R. Cashin, executive vp and direc-
tor of marketing in New York.
"Willis Faber is the leading rein-
surance intermediary in both lines

The strong not only survive, they prosper. As a
member of the General Motors family, MIC Re

engages significant resources to ensure the success
of our Treaty and Facultative reinsurance customers.

When difficulties are in your way, depend on MIC Re
- our strength is at your service.

The Motors Insurance Group is rated A+ by A.M. Best Company
with $1.03 billion Polieyholder Surplus.

of business," he said.
It also is the eighth-largest

U.S.-based reinsurance interme-
diary.

In addition, the reinsurance
brokerage unit of London-based
Willis Corroon Group P.L.C.
achieved growth from its new er-
rors and omissions and directors

and officers liability unit acquired
from Willis Corroon early last
year.

The unit offers the liability cov-
erages to the primary market,
providing Willis Faber opportuni-
ties to place reinsurance to that
client base, Mr. Cashin said.

In addition to placing reinsur-
ance, the broker also provides
consultative services to clients.

"We have to deliver our value,
and we do that by providing con-
sultative services," said Mr.
Cashin. "We have to provide more
than just placement of reinsur-

/MIC Re Corporation
A Subsidiary of Motors Insurance

6000 Midlantic Drive

Laurel Corporate Center
Mt. Laurel, New Jersey 08054

1-800-380-4055
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ance."

While the broker provides rein-
surance, actuarial and D&0 con-
sulting services, among others, it
does not provide catastrophe
modeling services on a large-scale
basis.

The jury is still out on whether
to insource or outsource catastro-
phe modeling, Mr. Cashin said.
"The investment we would have

to make to offer equivalent ser-
vices (to professional modelers)
would be considerable." he said.

While Willis Faber has the ca-

pability to provide cat modeling
for smaller clients, professional
cat modelers "provide more
value" to larger clients, Mr.
Cashin said.

In 1995, Willis Faber opened a
Minneapolis office and hired
David TenHoor as a senior vp to
run the office.

In addition to Mr. Cashin, other

T. Pruitt, chairman and CEO; Ho-
race Johnson, executive vp;
George Reeth, executive vp; and

Reinsurance Alternatives Inc.

Towers Perrin Reinsurance

Towers Perrin Reinsurance re-

ported marginal growth in 1995,
with most of the improvement
coming from serving non-tradi-
tional business.

As insurers take larger reten-
tions, buy less insurance and con-
tinue to consolidate, the Philadel-
phia-based intermediary is
focusing on reinsurance- intensive
business-areas where insurers
are more reliant on reinsurance-

and on integrating its strategies
with other Towers Perrin units to
offer clients more creative solu-
tions.

This strategy, under way for
more than a year, produced a
3.2% increase in gross revenues in
1995, to $41.5 million from $40.2
million in 1994.

The unit of consultant Towers

Perrin reported $630 million in
premium volume and ranks as the
ninth-largest U.S.-based reinsur-
ance intermediary.

The traditional reinsurance

business, "if anything, is shrink-
ing," Managing Director and CEO
Jacobus Van de Graaf said.

"Until recently, we focused on
more traditional buyers," he said.
However, "over the past year,
we've broadened our base consid-

erably."

Not only is growth emanating
from such "reinsurance intensive"

The traditional

reinsurance business, 'if
anything, is shrinking,'
says Jacobus Van de
Graaf.

areas as professional liability, ex-
cess and surplus lines and pro-
gram business, but also from its
accident and health unit and its

Integrated Reinsurance Risk Man-
agement unit.

Established in 1995, IRRM pro-
vides unbundled reinsurance ser-

vices such as catastrophe model-
ing, financial analysis and

reinsurance program analysis on a
fee basis.

The unit also is staying abreast
of opportunities in the capital
markets, Mr. Van de Graaf said.
However, while there is lots of
talk, not much has happened yet,
he said.

In addition, "one thing we're
trying to do is to work in a much
more integrated fashion" with
Tillinghast, its actuarial sister
company, to offer more consulta-
tive services to insurers, like fi-
nancial planning and catastrophe
modeling, he said.

Towers Perrin Reinsurance re-

cently developed two new soft-
ware products. SIRE, or Securi-
tized Insurance Risk Evaluator,
uses probability of loss distribu-
tions relating to an insurer's port-
folio of catastrophe-exposed risks
to estimate the potential range of
returns on investment securities
linked to these risks.

ReQuest, or Reinsurance Quan-
titative Underwriting Evaluation
Software Tool, assists Towers
Perrin Reinsurance consultants in

evaluating the financial conse-
quences of alternative property
catastrophe reinsurance program
structures.

See Brokers on page 26
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and is committed to the broker market. Well, now you know PMA Re...A reinsurer since 1970.

PMARe
An A+ Company

What you don't know can't help you. 215.665.5000, fax 215.665.5009, http://www.pmare.com
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.40-E Is your company ready to
I take advantage of securities
F litigation reform?

9ia. .

.*.44:Al/JigaTI##; 44*46 Our insureds are.
-1  The Genesis Publicly Tradre4- ----, f Company Liability I Togr.uii of'fers"341 % 4' 18 i et A ».3  1 'b "*' ' comprehensive D&0/Is.n 2-l. ' liability protection atid SY'_iri.i('s

liligation loss preventicn. 0.-11.,r I :f' is, U.. ,:= ...64#,Flij f,ji; M E-?,.-:
-2- 0/4. Es , :s ..3 1. ah IN B ./ U 1 Securifies Litigation Loss I¥£'t,ention

i .7 F t..d IL : d /u; 5 i 4 + Gukie ((minins recominended

; 1- c,-  --_ r,t-r t j Fe,8; ; : ·j , pm'ic.5, atul procedures on ana.yst

2. i i 'ff El,f/6;f 7 4, con:munications. insider trading,peri,)clic reporting. bari news

6 F -&1.7.' ../ :.#"
reform.

+ f , . s'<, :4 disclosure and securities lit .gation

For more information, con.act your
-

, broker, call 216-766-5416.:rvisit

- ''I Our World Wide Web siteI- - 11

http://www.prms.con .

-If INE WROTE THE BOOK ON SECURnkS9-* GENESISLITIGATION LOSS PREVENTION
D&0 Liability insurarce Program

CAm'Al) !11-Unince Company is an
7..M 1.3,·st A *+ mled meniber of General Re Group

Brokers
Continued from page 23

In addision to Mr. Van de Gi·aaf,
the senior management team in-
cludes Sr. Vps Chris T. Brockett,
Daniel R. Colello. William H Eyre
Jr., Philip W Mitchell, Mary K
0' G-,rman and Edwin W. Raynolds

John R Woods Co. Inc.

Growth in its zhree principal
I product lines-properly, casualty,

and life, accident and health-kept
revenues growing at John P. -Woods
Co. Ine. in 1995.

Revenues increased 5.6%, to $22.5

mil_ion from $21.3 million in 1994,

making it the 101.h-largest U.S.-
tased reinsurance broker. Premium

volume was up 8,3°/·, to $650 million
from $600 million in 1994. Head-

count remained the same at 32 em-

plovees.
John Woods, president of the Jer-

sey City, N.J.-based intermediary,
said new business opportunizies are

coming from new personal lines in-
surers being created in the North
and Southeast regions of the United
Stases as well as from regicnal in-
surers unhappy with the consolida-
tion among the direct writing rein-
surers.

"We enjoyec very significant sue-
cesses during :he past 10 months in
beng designated broker of record
in six prominent property/casualty
and life, accident and health ac-
counts," Mr. Woods said. ''In some

of these cases, we replaced 15-plus-
year z·einsurance intermediary rela-
tionshilss."

In =he future, Mr. Woods is look-

ing to its new joint ventiire-,John
P. Woods Latin America L.L.C.-

with INTCO Integrated Services
Inc. to generate new business in
Latin America.

"We have just received our first
order on business from Brazil," he
said.

In addition, "we were involved in
the first international svndication

of a group of reinsurers in each of

'Brazilian insurers in the

future will be able to

directly access
reinsurers throughout the
world,' says John Woods.

the major worldwide markets out-
side of Brazil working directly with
the local insurance company and
the (Instituto de Resseguros do
Brasil)."

"We view this as a hai·binger of
good things to come, as Brazilian
insurers in the future will be able to

directly access i·einsui'ers through-
out the world," Mr. Woods said.

Up until now, the IRB has had a
monopoly in Brazil.

Woods' business mix is fairly
evenly distributed among national
insurers, regional insurers, "super
regionals" and specialty writers.

In addition to Mr. Woods, other
executives at the brokerage are:
Josephine A. Hoey, senior executive
vp; Roderick P. Thaler, executive vp;
Ellsworth P. Whiteman, executive
vp: John P. Woods III. executive vp;

Harry Larzelere, executive vp. £11



A LETTER OF RECOMMENDATION
«

... strong capitalization...excellent long

term profitability...superior operating

results...strong underiwriting results...

financial flexibility.-stable owner-

ship.... long term client relationships...

outstanding balance Sheet Strength....

solid market presence...st*stained supe-

rioT operating performance....

A. M. Best

PMARe
An A+ Company

PA<[A Reinsurance Corporation, Mellon Bank Center, 1735 Market Street, Philadelphia, PA 19103-7590
215.665.5000. fax 215.665.5009, http://www. pmare.com
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They know that PMA Re has the resources and the expertise to write almost any kind of business.

OMPANIS 08
They know that once clients discover us, they stay with us. Half of our ceding company clients have been

RIN C
with us over 10 years. Find out why they choose PMA Re again and again...and what we can do for you.

PMARe

ION'T?

An A+ Company

What you don't know can't help you. 215.665.5000, fax 215.665.5009, http://www. pmare.com
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Consolidation doesn't threaten reinsurance association
By MARK A. HOFMANN

he wave of consolida-

T tion that is sweeping
over the reinsurance in-

dustry isn't threatening
to capsize the Reinsur-
ance Assn. of America.

Instead, the frenzy of mergers has
msulted in a "smaller number of

members, stronger, more capitalized
members" with greater international
presence, said Ptanklin W. Nutter,
president of the Washington-based
trade association.

The 27-member RAA lobbies on be-

half of the reinsuranee industry at
both the state and national levels, is
involved in educational efforts and

promotes effective use of electronic
data transmissions. And it is operat-
ing in a business environment t:hat
seems to change almost daily.

"The restructuring of the business is
remarkable. In July and August of
1996 alone, you had at least four

' 9 4 +Will

The Reinsurance

Assn. of America

has been 'really
reaching out' to
other professional
reinsurers that have

not been members,
President Frank

Nuttersays.

major consolidations or affiliations.
That was on top of two major affilia-
tions in 1995," said Mr. N-utter.

This summer, General Reinsurance
Corp. announced it would buy Na-
tional Reinsurance Corp; Munich
Reinsurance Co. announced it would

buy American Re-Insurance Co.;
Swiss Reinsurance Co. announced it

would buy Mercantile & General
Reinsurance Co.; and SCOR U.S.
Group announced it would buy All-
state Corp.'s U.S. reinsurance opera-
tions (BI, July 8; Aug. 19; Sept. 2; July
29).

In 1995, Employers Reinsurance
Corp. acquired Aachen Re Group and
acquired a majority stake in
Frankona Reinsurance Co.

Mr. Nutter noted that some of the

consolidations have no impact on the
RAA, such as when US. reinsurers
acquire European companies, because
the RAA is committed to advancing
the interests of U.S. reinsurers.

But even when two RAA members

merge, such as General Reinsurance
Corp. and fellow RAA member Na-
tional Reinsurance Corp., the finan-
cial impact on the association is limit-
ed because the RAA is funded by dues
based on plemiums, not head count,
said Mr. Nutter.

In addition, the RAA expanded its
potential membership late last year by
changing its bylaws to permit certain
reinsurance departments of pnmary
insurers to join the association, pro-
vided that they meet the same criteria
as other members.

The RAA also is "really reaching
out to some of the other professional
reinsurers" that have not been mem-

bers, said Mr. Nutter. At last month's
board meeting, PXRE Reinsurance
Co. was approved for membership.

Mr. Nutter doesn't expect the
RAA's ranks to swell dramatically,
given its criteria for membership.

To become a member of the RAA, a
corporation must:

• Be engaged in the assumption of
property/casualty reinsurance from
non-affiliated companies and retain
substantial risk.

• Operate as a licensed, authorized
or accredited reinsurer in at least 25
states.

• Have capital and surplus of at
least $100 million, Reinsurance de-

partments of primary companies
must write at least $250 million in an-
nual unaffiliated domestic reinsur-

ance premiums to be eligible for
membership.

Thus far, two reinsurance depart-
ments have joined the RAA: F&G Re
Inc. and St. Paul Re.

The RAA is holding discussions
with other potential members. but
probably fewer than a half-dozen
reinsurance departmelits would meet
membership criteria, Mr. Nutter said.

44

According to the FXA' s mission

statmr.ent, the grcup's pnmary pur-
pose "is to advance the interests of *e

U.S. properiy and. casualty reinsur-
ane industry through effective gov-
ernment relations with state and fed-

eral regularoly agencies, legislators
and other elected or appointed offi-
cials, and representation before judi-
cal bodies."

Reforming Superfund's liability
syssem wf-1 be among the association's
top legislative prixities in the 105th

-

'meN.*- Z:

Congress, Mr Nutter said. "It's Eisap-

pointing to say that in the last t/,0
years we were not. successful in re-

forming the Supe€und program," he
said. Like other insurance trade ass:}-

ciations, the RAA supports eliminat-

ng as much of Super€und's imposi-
tion of retroactive liability as possible.

Th€ fact that reform got "hung -112
on the politii in 1996 was a disap-
poinunent for all of us " he said.

"I do think that the presidentia
election will be somewhat determina-

tive of what our prospects are to do
that in the future, but it remains a pri-
orit> for us," he said. One issue that
may not command as much attention
in future Congresses is creating a fed-
erally backed natural catastrophe in-
surance or reinsurance pool.

"We have expended a lot of re-
sources on a very targeted lobbying
effort," said Mr. Nutter.

"Having done all that, and finding
that at best the industry was luke-

warm in support of a legislative pro
posal that didn't have political viabili-
ty, we're in a period of reassessment,"

Continued on neat page



Contivated from previous Fage
he said. In fact, the Natural.Disaster

Coaliton's board met latelast week to
discuss wha: the future role cd the
coalition would be.

Mr. Nutte noted that not all the

RAA's efforts are aimed at Capi:01
Hill.

"While we are in Washington, and
the Washinglon issues tend b be the
headline grabbing issues, the fae: is
that the states are where we spend
most of our resources," he said.

In the states, the RAA deals Fvith
"certain bread and butter issues, such
as credit for reinsurance statute., 'he
said, referring to laws that govern

under what conditions an insurer can
take credi: on its balance sheet for

reinsurance purchasec.
In addiMon, Mr. Nutter noted.

"we're seeing liquidates move more
aggress-vely to collect reinsurance
prematurely in insolv€ncies, inconsis-
tem with the contracsual relation-

ships between companies and rein-
surers"

And, he said he expects to see a
push in more states next year to col-
lect reinsurance prematurely. While
that issue is not glamorous, it's a "real
money :ssue' for RAA members, he
noted.

The RAA staff revifws every state

bill that has a rensurance componer.t
and files amicus briefs in court cases

involvingreinsurance issues, he said.
The RAA retains local counsel in

some states to deal with legislative is-
snes In mheis, it works through state
primail- insurance associations. In
still othem, ituses both avenues.

Another state initiative by the RAA
is to hold reinsurance educational

serninars for state regulators. Execu-
tives from member companies con-
·duet the seminars, which have been

held in 116 states since the program
began:r. 1992.

The RAA's educational efforts are

not confined:o regulatory matters. A

Business Insurance, October 14, 1996 / 31

few weeks ago, Mr. Nutter accepted
an award from the Climate Institute

for speaking out on issues related to
the chmate

Mr. Nutter male clear that the as-

socation's interest in climate =hanges
is no passng concern.
"It s one of those long-term issues
that's not so much legislatively fo-
cusedas it is raising the consciousness
of the insurance community about
concerns of the effect weather and cli-

mak are having cn the bottom line of
the insurance industry. The reinsur-
ance community, particularly the Eu-
ropean reinsurance community, has
saken a leadersh:p role in speaking

out about concerns about what the

changes caused by global warminE
and maybe even just natural variabili-

ty;
'We have been part of that out-

reach to try and make certain that the
industry recognizes that it's just not a
matter of dealing with the effects 01
climate, meaning building codes and

and that kind of thing, but its also to
step back and take a look at the caus-

tinue to be a voice on the climate
issue." ini

EDI project
in final phase

 he Brokers &Reinsurance Mar-

kets Assn.'s effort to
establish standards

for conducting rein-
surance business

electronically is entering the home
stretch.

After completing standards for
the electronic transmission of ac-

counting and claims information,
the one major segment left in this
multi-year project is creating a
standard for how to electronically
transfer undenvriting and place-
ment information.

The electronic data interchange
project is "a long-term commit-
ment," said Robert Gilligan, presi-

The purpose of
the EDI project
is to eliminate

redundancy and
inaccuracy,
BRMA

President and

CEO Robert

Gilligan says.

dent and chief executive officer of
BRMA.

Systems issues comprise the sin-
gle largest area of BRMA's opera-
tions, although the group also is
involved in accounting and con-
tract writing matters, he said.

This final phase of the EDI pro-
ject involves developing an elec-
tronic standard for "gathering the
information that will ultimately
become a treaty or a reinsurance
placement and being able to in-
clude all the technical and statisti-

cal information that is used in that

process," said Mr. Gilligan.
In addition to BRMA and the

Reinsurance Assn. of America, the
effort includes IIMNET and

RENET, two European organiza-
tions. Mr. Gilligan said World In-
surance Network, which repre-
sents large primary brokers, has
requested to join.

Mr. Gilligan noted that BRMA
has formed an in-house consulting
group of five reinsurance profes-
sionals, which doubled BRMA's
staff to 10. This systems services
team, known as "S squared," will
go in to members' offices as a team
to help them become proficient at
EDI, he said. The team sets up
hardware and software and car-

ries out the analytical processes so
members can use the EDI, he said.

By midyear 1997, BRMA hopes
to have a dozen companies trading
EDI messages, he said. "The point
is to be able to eliminate a lot of re-

dundancy and inaccuracy that is
very expensive," said Mr. Gilligan.

BRMA has 38 members: 12 bro-

kers and 26 underwriting firms.

-By Mark A. Hofmann



FOR BETTER,

FOR WORSE, AND

A WHOLE LOT WORSE.

.

n business, you have to be ready. Ready for the best the future can bring. And the worst.
Because they are both coming.

At St. Paul Re, we create solid, stable, lasting reinsurance relationships with our clients to

help them prepare for any eventuality. Our underwriters and actuaries operate in teams, giving

us a more complete understanding ofyour business, your opportunities and risks. That allows us

to provide you with the consistent, accurate pricing you need.

Of course, no matter how well you plan, you have to know you can count on world-class

financial strength. You are assured of that, thanks to the fact that we are backed by a surplus of

more than $2 billion, and a AAA rating from Standard & Poor's.

So if you're looking for a partner who will be there for you in both good times and bad,

St. Paul Re is the answer. Because a truly strong reinsurance relationship will prepare you for

whatever is coming.

Shul Re
The lower of commitment.



n

t

1

.



34/ 3?inne>s Insurace, October 14,1996

Spotlight report

Broker market has strength, opportunities strong" he said Emplovers Re, Swiss Re Amenca,
"I think thete are some well-estab- Munich Amei ican Reinsulance Co

lished players in the biokei ma"ket ' and National Re Corp -accounted
and it continues to be biccessful, said for about 43 4% of the total maiket,

By JUDY GREENWALD have an advantage over brokei mar- cleai distinctions between the bioker the head of one dilect remourei Kal or 44 12 bulion of the total of $9 48
ket reinsuiers because of then laigm and direct maiket aie also fadii_g in Ahlmann, chaliman, piesident and billion in net ieinsulance piemiums

II
ow good a job A the siye But the broker maiket is moie any case Furthermore, they sa), the CEO of Opeiland Paic Kan-bassed written mthe United States (BI Sept
bioket reinsurer than holding its own Man, reinsul- E roker markets themselves are grow- Emplcyers Reinsuiance Corp These 2) "The bi okei s vs direct market
market doing in ance bup ers continz e to be attiacted ing in size include Employers Re s own brokei share hasn t changed di amaticallv
holding its own ,s to the abiht to diversif> risk that t »le The Internediary mai ket is "clute market subsidian First Excess & oveiall in a long penod of time," said
the dizect markf broker maiket offers In lact the de- Wrong," saizi Tal P Piccione, Fre51- Reinsurance Corp he r_oted Gaiv Ransom sentoi vp at Conmng &
"Pi e-h clain good, ' creasing numbei of direct reinsiners dent and chief executive officr oi Based on Reinsurance Asw of Co in Haitiord Conn

say or-ker leinsulers intermediaries may behelpmg-heintermediary mar- U S Re Corp m New York "A lot of Amenca rosults for tte tlrst hall of "The biokel companies are still a
and 7* 76 market observer·f ket In thi', iespect bv presenting 11 shakeout nas already taken pla.F in 1996, the majoi dnect _€insuleif who malor toice out there beeauw there s

Tie zon,entional wisdom in p ist with new opportunines the brokcl maiket, so most or the paitic·lpated m the RAA sunry- still a lot of ieinsulance that needs to
vea.·s has been that direct reinfui.,rs Market obsericrs also say the once- companies that are in theic are General Re Corp, Amencan Re Corp, be puichased on a syndicated basis

Theresa lot of i einsulance K heie you
need more than one relnsui ei to fill

thell needs, and that's not wheie di-

i oct U 1 itors' Atrengths are " he said
"Their stiongths are dealing with

customeis where the, can do the
whole deal " though dli ect I einsurer

die participating in svndicated
tieaties a "httle more than thek might
have clone brfor e, he saidA The bi okei reinsurers have ie-

bounded since Andrew and

Noithrldge, wher e the& dipiopoi-
tionatelf got stuck wlth a laigei share

&..: I,
ot the loses because thev're mI)re

A A properh-onented," said Jack Snyder
senioi vpat AM Best Co m Oldwick
NJ

"We kiew the clilect mdrket as an

existence hazaid and not a threat" to

the biokei maiket's lonlf-term viabill-
ty, said William R Colernan, pie,ddent
and CEO of Alerandei Reinsurance

. Intermediaries Inc in Stamford,
Conn

Mednzihile, the direct maiket's

consolidation has pi esc,nted the bro-
kel reinsurance maiket with new op-
portunities "Illele'% a feeling within
the bioker mai ket that thele's an op-
poitunitw to test the i elationship that
exists between the iechng companies
and the now owners of the (chiret)

: i einsuiers that they used to hare lela-
1

tionships with, Aaid John Sinithson,
chairman, pieident and CEO of
Philadelphia-based PMA Reinsur-

5 --X
t, ance Corp
Y Furthermore reinsulance bu erb

are concerned about the posfibilih of
conditions being didated to them bvv, «, 1. *'745, 72 4&.) " < - the direct market ' wheieds in the

. 4..

bic)kei market vou spread it among1,·' i L ... :4624),1 ·r' ChERi .*

. 03 . .15«% - 4 enough hands that you achieve a bal-
1.%' I ance of ideas .inci stl ength," salci John

14%. 5% f RS .4-,4 - ,&, N Gilbert Ji piefident of i pinsul -
ance intermediar' Holbom Corp m

.
" C

Neu Yoi k

''' "One of the majoi obstacles to the

r : fai direct market incl easing maiket share
r. •55*mKtat r'' . has been the i eluctance among it>,

, ;4 clients dn(1 potential clients in con-
cent ,1 ling their i einsuiance with one. .% I

f 01 two companie% ' wid Mark D
Mosc.1 pie•,ident and CE() 01 Gi een-
wic'h Conn -based Risk Capital Rein-
sul ance Co

"As the population of dilects
shrinks, that becomes a mote uitical

I issue There ai o jeziel choices among

:·er. dliects to dircnifr u hile then size

i dises the "old bugaboo" among some
insulers ol "not unting to be dorm-
nated and conti olled bv one laige

1
leinsurance fouice I think th,it cre-

ates opporizinities toi the bioker mai-
ket ' Mi Mosc'a said

No matter what ank one says, giant
companies have difticulh maintain-

A
1 . . . 1 1 Ing an citi epl eneund perspectlve, w

. when an entlepieneunallv oilented
companr such as National Re diwp-
pear, it means mole business is avail-
able and "a lot of it finds it>, wav into

A thrbiokei maiket,"said Mi King
There ai e othei benefits 01 dealing

with 1,1 okers ap olisei vers

"The biokei community is a little

bit like a 1*r flving from flowei to
llc,w(11 ti,insiei imq knowledge and
Information, going hom company to
compan passing on what the'> un-

. derstand with 1 0,pect to pi oduct de-
sign and development and pncing,"
said ,James F Dmi d chairman and

hee Broker (m page 36
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WITH OUR POLICYHOLDERS WE ARE ENGAGED IN A GREAT MUTUAL ENTERPRISE. IT IS GREAT BECAUSE IT SEEKS TO PREVENT CRIPPLING INJURIES AND DEATH BY REMOVING THE CAUSES OF HOME, HIGHWAY AND WORK ACCIDENTS. IT
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Liberty Mutual is committed to reducing the impact of low back pain, so someone like Joe won't

miss work, or the occasional piggyback ride with daughter Lisa. At our research center we analyze

how variations in bending habits can affect the risk of low back pain. Our research has led to
T.

innovative products like Computask, a software program we use to evaluate workplace tasks and

help recommend ways to ensure that Joe and daughter Lisa live safer, more secure lives. 
> There'a more information we') like to dbare. So pleaae call John Ryan LIBERTY 1%

MUTUAL.*K'

at (617)574-5842 or vidit our web,fite at http://www.libertymutual.com rereedoinofLijerri
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Spoilight report

Redirect Decoupling profits not without problems
Continued from page 34
CEO of Odyssey Reinsurance Corp. in
New York. This does not occur to the

same degree in the direct marke:, he
added.

Furthermore, "The direct writer
represents itself," said Mr. Piccione.
"His primary interest is to secure a
profitable account for himself and
he's not going to be as objective as she
broker is going to be or his chen: be-
cause the broker represents the buyer
of reinsurance," he said.

The broker market continues to re-

spond very well to its perceived
strengths, which include flexibility
and objective advocacy by the broker,
agreed Mark T. Hvidsten, president
and CEO of Minet Re International
Ltd in New York.

In addition, its perceived balance
sheet strength, which had been
viewed as a relative disadvantage,
"has been addressed quite signifizant-
ly recently" and consolidation in the
broker market continues to deal with

that issue, he said.
The once-clear distinction between

the broker market and direct reinsur-

ers may be fading anyway.
In fact, it is probably a misnomer to

say there is such a thing as an absolute
direct reinsurer any more, said
William L. Munson, president and
chief operating officer of the Morris-
town, N.J.-based Mercantile & Gen-
eral Reinsurance Co. of America.

"Certainly outside the U.S. the dis-
tinction between direct and bniker

market gets blurrier," he said, adding
the client will be the party to dictate
how he wants distribution, not the
1*elnsurer. Ell

By DOUGLAS McLEOD

einsure nia-v be hav
ing too much success
decoupling their own
fortunes from those of

the primary insurance
industry.

With changes in reinsurance prod-
ucts and buying habits over the past
several years, reinsurers have man-
aged to produce 20nSiderably better
operating resilts than their ceding in-
surer clients.

They've done so well, in fact, that

their gains may be creating problems:
Reinsurer profits may encourage
weaker reinstrance pricing and could
even be contributng to the softness in
underlying properly/casualty ir_sur-
ance pricing, some reinsurance ob-
servers say.

Still, market observers predict no
change in the general move toward
excess-of-loss reinsurance products
and away from proportional covers, a
move largely responsible for insulat-
ing reinsurers from the worst primary
market losses.

"That trend has not reversed itself

at all," said Willis T. King Jr., chair-
man and chief executive officer of

Willcox Inc. Reinsurance Intermedi-

aries, the reinslirance brokerage unit
of Johnson & Higgins.

"I don't see reinsurers writing more
proportional business," agreed Shaun
Flynn, senior vp with Guy Carpenter
& Co. Inc., the rensurance intermedi-
ary unit of Marsh & McLennar- Ccs.
Inc.

The decoupling of reinsurance and

insurance markets has its roots in the

huge losses suffered by many ceding
insurers in the 19805, culminating in

the devastating losses of Hurricane
Andrew in 1992.

Large shares of these losses were
passed directly to reinsurers under
prciportional treaties, in which rein-
surers assume a percentage of a eed-
ing company's losses in return for a

have emerged relatively unscathed
from several post-Andrew property
catastrophes, and their results have
reflected it.

While property/casualty insurers,
for example, were hammered with
losses from the Northridge earth-
quake in 1994 and more catastrophe
losses in 1995, reinsurers escaped se-
rious damage and last year suffered

The loss-limiting features of excess covers
and the larger premiums in pro-rata business
'are two opposing forces pulling (reinsurers)
in opposite directions,' says Ajit Jain.

percentage of its premium.
That's all changed, as reinsurers

over the past several years have with-
drawn from writing proportional
business and shifted to writing ex-
cess-of-loss covers. Excess-of-loss

reinsurance attaches only above a de-
fined level of ceding company loss,
and reinsurers set their own price
rather than taking a proportional
share of the underlying premium.

At the same time, many ceding in-
surers have moved to retain more of

their business, keeping a larger share
of the premium and buying more
reinsurance at higher levels than in
the past.

One result of all these changes has
been an insulation of reinsurens from

ceding company losses. Reinsurers

more from reserve additions and re-

structuring costs than from cat losses
(Bl, April 1)

This doesn't mean reinsurers have

not had second thoughts about the
move to excess-of-loss covers: While

the covers have succeeded in limiting
reinsurers' exposure and give them
direct control of pricing, premiums
generated by excess covers are typi-
cally lower than for pro-rata busi-
ness.

"The premiums are really in pro-
rata," noted Ajit Jain, president of
Berkshire Hathaway Inc.'s Reinsur-
ance Division in Stamford, Conn.

Tne loss-limiting features of excess
covers and the larger premiums in
pro-rata business "are two opposing
forces pulling (reinsurers) in opposite

directions," he observed.

Still, excess-of-loss covers will

likely continue to be the standard for
the reinsurance market, even though
the resulting improvement in reinsur-
er results is creating its own prob-
lens.

In short, the problem is that rein-
surers' results have been too good: "It
is unrealistic for reinsurers to have a

rate of return that is two to three

times that of their customers," point-
ed out Mr. King of Willcox

The result will be that reinsurance

prices will continue to soften, he pre-
dicted.

Unlike the "poor primary compa-
nies" that have cut prices in the face
of fierce competition, reinsurers are
in the much different position of
"lowering prices because they're
making too much money," Mr. King
said.

Opinions differ on the impact of
lower reinsurance prices on the pri-
mary insurance market.

Berkshire's Mr. Jam expressed the
fear that reinsurers have "influenced

primary pricing in a negative way":
The availability of cheaper reinsur-
ance may be encouraging insurers to
offer their own products more cheap-
ly, even though the nature of their
reinsurance protection has changed.

Mr. King, however, noted that be-
cause reinsurers have separated their
own exposure and pricing from that
of primary insurers, they have less in-
fluence on the market than when pro-
portional reinsurance was the norm.

"Because of the decoupling phe-
nomenon, it is very difficult for rein-
surers to have any real effect on the
cycle we see in the insurance market-
place," Mr. King said. "It's just not a
healthy market now at all." 51

GREAT LAKES RE

15 YEARS OF COMMITMENT
TO THE

U. S. BROKER MARKET

Great Lakes American Reinsurance Company
WALL STREET PLAZA I 88 PINE STREET I NEW YORK, NY 10005-1894

(212) 809-1061 •(212) 809-1924 FAX

A Member Company of Munich Re Group
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Up a creek with a tough risk?
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Get back on solid ground with General Star.

Call your broker and put our underwriting expertise,

capacity and security to work for you.

GENERAL
STAR

- SM • Market Stability
• Financial Strength
• Underwriting Quality

Specialty underwriting through appointed surplus lines brokers. For a list of brokers in your area,
call General Star Management Company, Stamford, CT (203) 328-5700, ext. 5985, or fax your request to: (203) 328-5840.

Atlanta • Chicago • Dallas • Los Angeles • New York • Stamford
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Sound like an odd

idea? Perhaps a better

question may be: How make improvements to

exactly does a business bring you better care.

perspective make the We also routinely ask

hospital work better? our patients for their

Well, for starters, like thoughts. You see, we

want people to feel com-

fortable and cared for

at Columbia, and who

better to judge if we're

on the right track?

Lastly, we're looking

for different ways to be

more efficient so that we

many businesses, we're

evaluated by outside

organizations. These

evaluations help us to

identify our strengths

and build on them. And

i
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can

bring

you more

affordable care. Frorn looking over provider

embracing the newest options offered by your

technologies to helping health plan, facing an

simplify the admitting emergency or looking

process to reducing the for a physician, be sure

time you wait in the to choose Columbia.

emergency room. For more information,

So, whether you're we're on the net at http:#

www. columbia.net or

you can give us a call

at 1-800-COLUMBIA.

*COLUMBIA
Healthcare has never worked

like this before.
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Business insurance's annual directory of reinsurance brokers
A

Agnew International Inc.
14 Washington Road, Princeton Junction,
N.J. 08550-1034; 609-799-7373;
fax 609-799-2265

1995 1994

Premium volume. ,$9,000,000 $13,000,000

% 'Iheaty . 10% 10%

% Facatative . 90% 90%

Gross nevenues .$809.000 $990,000

Total employees ..7 8

Brokering began: 1976.
Specialties: Property (worldwide).
Licensed in: New York.
Conducts business: Worldwide.
Officers: Patrick Agnew, president;

W. James Cook, vp; Paul S. Kasian,
assistant vp; Gustavo Bravo, broker.

Contact: Patrick Agnew.

Alexander Howden
Canada Ltd.
150 King St. W., Suite 1900, Box 24,
Toronto, Ontario MSH 1J9, Canada,
416-979-3300; fax: 416-979-7724

1995 1994

P·emium volume $241.630,000 $248,930,000

% Tneaty . 97% 97%

% Facultative ..........3% 3%

Gross mvenues $12,583,010 $12,759,670

Total eniploye 89 84

Trraty 23 23

Faeultative . 4

Brokering began: 1940.
Parent: Alexander & Alexander

Services Inc.

Branch offices: Montreal, Toronto
and Vancouver, Canada.

Licensed in: New York; Ontario,
Canada, Jamaica.

Conducts business: Primarily
Canada; also conducts business in
Antigua, Barbados, Bahamas,
Bermuda, Jamaica, Panama, Puerto
Rico, Trinidad & Tobago and En-
glish-speaking Caribbean.

Contact: John Holmes, CFO.

Alexander
Howden Reinsurance
Intermediaries Inc.

1 Whitehall St., New York,
N.Y. 10004-2109; 212-859-2040,
fax: 212-859-2127

Premiuni volti!,ie

% Treaty .
% Facultative

Total employees
Treaty ...
Facultative

1995

...NA

95%

. *1.

16

.11

5

1994

$30,000,000
95%

5%

14

11

3

Brokering began: 1989.
Parent: Alexander & Alexander

Services Inc.

Branch offices: Coral Gables, Fla.
Specialties: International treaty.
Conducts business: Nationwide.
Contact: Joseph Artel, senior vp.

Alexander Reinsurance
Intermediaries Inc.

1 Landmark Square, Suite 2100,
Stamford, Conn. 06901,203-359-6969,
fax: 203-9674768

1995 1994

Premium volume, .NA NA

%Treaty. .80.3% 80.7%

% Fantltative . .......19.7% 193%

Gross revenues . .$204,000,000 $202,000,000
Tita employees . -1,575 1,651

Treaty... .1,137 1,180

Facultative. 438 471

Brokering began: 1980.
Parent: Alexander & Alexander

Services Inc.

Branch offices: San Francisco;
Stamford, Conn.; Atlanta; Chica-
go; Boston; New York.

Specialties: Property and easu-
alty working, catastrophe, clash,
contingency covers; fidelity and
surety; accident and health; life;
programs; alternative risk.

Licensed in: Arkansas, Califor-
nia, Colorado, Delaware, Illinois,
Louisiana, Mississippi, Missouri,
Nevada, New York, Ohio, South
Carolina, Texas.

Conducts business: Nationwide.
Membership: Brokers & Rein-

surance Markets Assn.
Officers: William R. Coleman,

president/CEOI Robert T.

Mobyed, executive vp/COO; John
T. Roby, senior vp/OF'O.

Contact: William R. Coleman.

Am-Re Brokers Inc.
685 College Road E, Rinceton,
N.J. 08543-5212; 6C9-2434900;
fax: 609-2434940

Premium volume

%Treaty.
Gi·oss revenues

Total employees
Treaty

1595

$370,DOO,[00
.100%

$20,415,000
32

32

1£94

$335,000,000
100%

$7,655,000
39

39

Brokering began: 1985.
Parent: American Re Corp.
Licensed in: New Jersey, New

York, South Carolina.
Conducts business: Nationwide.
Officers: Paul H Inderbitzin,

chairman/CEO; Mahmoud M. Ab-
dallah, presidentedirector; John

Varca, senior vp, accuary; Donald F.

Merkel, Robert Henry, senior vps.
Contact: Timothy J. Schmidt.

609-243-4921.

Andrew Edwards & Co. Inc.
100 Crossways Park Drive W.,
Woodbuly, N.Y 11797-2012;
516-364-3700; fax. 516-364-3791

1995 1994

Premium vclume. .$60,000,000 $4(,000,000

% Treaty 6100% 100%

Total employees .. ..8
Treaty . .8 6

Brokeringbegan: 1977.
Paren.: AANA Holding Co. Inc.
Specialties: Professional liability,

umbrella and excess liability, spe-
cialty Erogram business, casualty,
non-traditional reinsurance.

Licensed in: California, New York
Conducts business: Worldwide.
Officers: Edward J. Mallozzi, pres-

ident/CEO; Roland A. Stollsteimer,

vp/marketing director; Teresa A. G
ampaolo, operations manager.

Contact: Roland A. Stollsteimer.

Aon Re Worldwide Inc.
123 N. Wacker, Chicago, Ill. 60606;
312-701-3000; fax: 312-701-3100

1995 19A

Premium volume. .NA NX

% Treaty 98% 960

4:'% Facultative ...........2% «

Gross revenues $191,618,000 5156,000.0[0

Total employees 824 599

Treaty. .794 527

Facultative . . .30 82

Brokering began: 1945.
Parent: Aon CorT
Subsidiaries: Aon China (Beijing),

China; Aon Re Inc.: San Francisco;
Stamford, Conn.; Chicago; New York;
Philadelphia. Aon F.e Ltd.: Argentina,
Italy, Japan, Netherlands, Turkey,
United Kingdom Aon Re Asia Ltd.
Hong Kong, Malaysia, Philippines,

Zit...:ez,

r

Singapore, Thailand. Aon Re Lati-
noamericana S.A., Mexico.

Specialties: Property, casualty, nia-
rine, aviation, energy, accid€nt, health.

Licensed in: Alaska, Ar.zona, Cali-
fornia, Colorado, Ccinnecticut,

Delaware, Florida, Idaho, nlinois, In-
diana, Iowa, Kansas, Kentucky,
Maine, Maryland, Michigan. Minneso-
ta, Mississippi, Montana, Nebraska,
New Hampshire, New Ycrk, North
Carolina, North Dakota, Ohio, Okla-
homa, Oregon, Pennsylvania, South
Carolina, South Dakota, Texas, Utah,
Virginia, Washington, -Wisconsin,
Wyoming.

Conducts business: Worldwide.
Membership: Brokers & Rein-

surance Markets Assn.
Officers: Michael D. C'Halleran,

chainnan; Paul Davies, vice chair
Continued on nart page

4



Continued from previous page
man; Rocker Channell, president;
Colin Bryan, Mike Bungert, Alan
Colls, David Kelley, Antony Pinsent,
Brian Stewart-Brown, directors.

Contact: Rocker Channell, 312-
781-8818.

Armrisk Corp.
115 Broadway, 15th Floor,
New York, N.Y. 10006;
212-285-1144; fax: 212-285-1119

1993

Premium volume .$180,000,000

t25Lt.e , 1596

85%

Total employees. ..11

Tmaty, 7

Facultative . ..4

1994

$170.000,000

85%

15%

10

7

3

Brokering began: 1988.
Parent: International Risk Man-

agement Group.
Subsidiaries: J.K Battershill Inc,

New York.

Acquisitions: J.K. Battershill Inc.,
New York, 1995.

Specialties: All property and casu-

alty lines, including workers conn-
pensation; programs for alternative
risk market.

Licensed in: New York.

Conducts business: Worldwide.

Officers: D. Jay Carbine, president;
Drew Beauchamp, executive vp;
Peter V. LeResche, senior vp; Terence
J. Reilly, vp-facultative.

Contact: D. Jay Carbine.

Associated Intermediaries Inc.
P.O. Box 907427 Gajnesville,
Ga 30501,770-536-9800;
fax: 770-536-0093

Pwmium volume.

% T!·eaty
Total en,ployees

Treatv

1993

100%

5

..4

1994

$8,000,000
100%

5

4

Brokering began: 1982
Parent: Associated Reinsurance

Management Corp.
Branch offices: Welaka, Fla.; Way-

nesville, N.C.

Specialties: Specific and aggregate
medical stop loss; alternative risk

funding; excess workers compensa-
tion; special risk, including aviation.

Licensed in: New York.

Conducts business: Nationwicle,
excluding Hawaii.

Officers: Alph H. Browne, presi-
dent; Diana D. Browne, corporate
secretary; Alice Williams, vp,

Contact: Alph H Browne

f»«f'
*Btr

BEP International

Holding Inc.
1801 McGill College Ave., Suite 1450,
Montreal, Quebec H3A 3P5, Canada;
800-361-1003 or 514-288-1133,
fax: 514-982-4863

Premitim wlume

%Treatv

% Facultative

Total empkiyees
Treaty
Facultative

1995 1994

$159,900,000 $'lot 500.000
98% 98%

2% 2%

141 140

125 123

6 6

Busines< Insurance, October 14,1996 /41

Brokering began: 1960.
Parent: Sodarcan Inc.

Subsidiaries: BEP International
Corp.: Minneapolis; Jersey City, N.J.;
Seattle. BEP Internal_onal (Canada)
Holcling Inc., Toronto.

Specialties: Property, casualty,
workers compensation, life, marine,
aviation, surety, bonds, finite risks,
accident and health. crop-hail.

Licensed in: 24 states, including
New York.

Conducts business: Nationwide,
excluding Hawaii.

Officers: Ra,ymond Gilbert, chair-
man/president/CEO; Robert W. Bai-
ley. president/COO-U.S. operations;
Peter V. Dale, executive vp-U.S. op-
erations; Peter M. Benr_ett, executive
vp-Canadian operations; ChI'isto-
pher J. Robey, senior executive vp-
technical services.

Contact: Robert Limoges, senior·
vp-finance.

Bates Turner L.L.C.
5200 Metcalf, Overland Park,
Kan. 66201,913-676-5920:
fax: 913-676-5940

1995 1994

Premium 1.1'Line ..523,0003H)0 $215,0 00.01)1
% Treaty 100%

Total miployees 3 5 :3(

Draty 13 30

Brokering began: 1982.
Parent: Employers Reinsul·ance

Corp.

Branch offices: Atlanta; Chicago:
Mahwah, N J.

Specialties: Property catastrophe,
workers compensation, professional
liability. accident and health, non-
standard auto, financial reinsurance
products. program/captive business.

Licensed in: Illinois, Kansas. New
Jersey, New York, South Carolina,
Texas.

Conducts business: Nationwide.

Officers: C. Alan Mauch, chair-
man/CEO: John W. Colmer, presi-
dent/COO, James C. Blanton III, vp:
David Gilligan, vp-New Jersey; John
M. Canter. vp-Atlanta.

Contact: John W. Colmer.

E.W. Blanch Co.
3500 W. 80th St., Bloomington,
Minn. 55431; 612-835-3310;
fax: 612-896-4646

1995 1994

I'r-enlium voltitne $2.300,(100,00{) $2,100,000.000
% TIraty 99.5% 99 0%

% Facultative 0.394, 1.0%

Grciss revenues 57!).NOO,(HI(1 $73,70().(}00
T}tal enployees :193 391

Treity :!)1 387

Facultative 1 4

Continued on next page

Explanation
of terms

Information in the 14th an-

nual directory of reinsurance
intermediaries was gathered
from responses to question-
nail·es sent to companies by
Business Insurance. The direc-
tory is published as an edito-
rial service; there is no charge
to bo included.

The directory lists companies
that provide reinsurance bro-
kerage services. Companies
must provide premium vol-
umes or 1·evenue information to

be included in the directory.
Following the name and ad-

dress of the company, financial
and operational information
for 1995 and 1994 is given, in-
cluding the premium volume
related to reinsurance, percent
of treaty and facultative busi-
ness (as a percent of' reinsur-
ance premium volume), and
gross revenues related to rein-
surance. The number of total

employees and those assigned
to treaty and facultative

reinsurance also is given on a
full-time equivalent basis.

Next, the year founded and
parent company (if any) are
noted, as well as locations of
branch offices and subsidiaries

brokering reinsurance. Acqui-
sitions in 1995 and so far in

1996 follow. Particular types of
reinsurance risks a company
specializes in placing are noted
under specialties.

States in which the company
is licensed and where it con-
ducts business as a reinsurance

intermediary are next. Princi-
pal officers and a contact for
readers seeking more informa-
tion complete the listings.

When a company is newly
founded, financial information
is noted in the listings as NA
(not available)

Although every effort is
made to obtain complete and
accurate information, Business
Insurance is unable to verify
all information listed.
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Continued from previous page
Brokering began: 1957.
Parent: E.W. Blanch Holdings Inc.
Branch offices: Los Angeles, Menlo

Park and San Francisco, Calif.; Sara-
sota, Fla.; Atlanta; Chicago; Boston;
Minneapolis; New York; Philadel-
phia; Dallas.

Specialties: Property, casualty.
Licensed in: California, Colorado,

Florida, Illinois, 1VIinnesota, New
York, Ohio, Pennsylvania, South
Carolina, Texas.

Conducts business: Nationwide,
excluding District of Columbia,
Montana, Nevada, South Dakota,
Virginia and Wyoming.

Membership: Brokers & Rein-
surance Markets Assn.

Officers: Chris Walker, CEO/presi-
dent/director; Daniel O'Keefe, secre-
tary; Tom Nelson, treasurer; Rodman
Fox, Ralph Flum, Jack Graham,
Arthur Horwitz, Cliff English, direc-
tors/executive vps.

Contact: Timothy McGrath.
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Bott & Associates Ltd.

Sterling House, Wesley St., P.O. Box HM
1087, Hamilton HM EX, Bennuda;
441-2924564; fax: 441-292-5796

Premium volume..

% 'rreaty
% Facultative .

Total employees
Tbaty.

1995

.$11,000,000
.90%

.10%

7

2

1994

$10,500,000
95%

5%

7

2

Brokering began: 1979.
Specialties: Captive reinsurance,

excess property and casualty, finite
risk.

Licensed in: Bermuda.

Conducts business: Worldwide.

Officers: Michael F. Bott, presi-
dent; Roy V. Bray, executive vp-
broking; Scott W. Nickerson, CFO.

Contact: Roy V. Bray.

See page 3 for a ranking of the
top 10 U.S.-based reinsurance in-
termediaries based on gross rev-
enues from reinsurance broking.

C
Guy Carpenter & Co. Inc.
2 World Trade Center, New York,
NY. 10048; 212-323-1000;
fax: 212-313-4970

1995 1994

Premium volume* .$4,900,000,000 $5,000,COO,000

Gross revenues.   .$320,900,000 $315,E00,000

Total employees . .1,389 1,437

* Estimate.

Brokering began: 1923.
Parent: Marsh & McLennan Inc.

Branch offices: San Francisco;
Hartford, Conn.; Coral Cables, Fia.;
Atlanta; Minneapolis.

Subsidiaries: Balis & Co. Inc.,
Philadelphia; Guy Carpenter Advi-
sors, New York; Carpenter Bowring
Ltd., London: Carpenter Bowring
(U.K.), London; Guy Carpenter & Co.
Inc.: Tokyo; Seoul, South Korea;
Zurich. Switzerland. Guy Carpenter
& Co. (Asia) Ltd., Hong Kong Guy

Carpenter & Co. (Canada) Ltd.,
Toronto; Guy Carpenter & Cia. S.A.,
Madrid, Spain; Guy Carpenter & Co.
S.A., Brussels, Belgium; Guy Carpen-
ter & Co. (Stockholm) A.B., Stock-
holm, Sweden; Gradmann & Holler-

Guy Carpenter GmbH, Munich,
Germany; Paul Napolitan Inc., New
York; Sellon Associates Inc., New
York; Union Francaise de Reassur-
ances, Paris.

Licensed in: California, Colorado,
Minnesota, New York, Ohio, South
Carolina, Texas.

Conducts business: Nationwide.

Membership: Brokers & Rein-
surance Markets Assn.

Officers: GH.C. Wakefield, chair-
man; Brandon W. Sweitzer,
CEO/president; Stanley C. Allain,
Geoffrey IK. Bromley, Richard C.
Kane, Edmund R. Megna Jr.,
Gabriele J. Troiano, executive vps;
Paul Berges, Michael H,P. Handler,
Anthony C. MeCallum, managing
directors.
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What?

What's Vision?

You know, Creative Powerl

Making things happen. .Pushing the limits

Looking back to plot a new course (6rward

Seeing and seizing opportunity...where

seeming/y does not exist Committing your
se/f to the highest standards Of quahty,

service, and professiona/ism

Vision. .So, who's got it?

/OA Re has it The Vision. The Market insight

Nearly a half century Of proven

customer service in the Special Risk Market

Dedicated to recognizing opportunity-and
creating new oned

/OA has a team Of Special Risk underwriters

ready to put their expertise and morket
experience to work for you in designing rein-

surance protection for whatever Special Risk
you underwrite.

At /OA Re we constantly engage in expand-

ing the /imits - Of our obi/ities, our service,
our vision. We hove committed ourse/ves to

product integrity and customer satisfaction.

Because we demand this much from

ourse/ves, we invite you to imagine what

we can do for you.
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Demand Excellence.
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Contact: Nathan J. Sambul, mar-

keting, 212-323-1333.

Herbert Clough Inc.
P.O. Box 10216, 695 E. Main St.,
Stamford, Conn. 06904; 203<357-8883;
fax: 203-328-6408

1995 1994

Premium volume ... .$1,000,000.000 $748,000,000

%Treaty 99% 99%

% Facultabve .. .........1% 1%

Grossrevenues $15,000,000 $11,400,000

Total employees. .48 48

Treaty. 46 45

Facultative. ..2 3

Brokering began: 1926.
Parent: General Reinsurance Corp.
Specialties: Property and casualty

occurrence, excess business, financial
reinsurance, accident and health,
aviation and marine, workers com-
pensation, professionalliability.

Licensed in: Connecticut, New
York.

Conducts business: Nationwide.

Officers: Alistair D. Johnston,
president; Lawrence C. Magnant, ex-
ecutive vp; Roger J. Bel, Theresa N.
Becker, Kathleen M. Perlman, vps.

Contact: Alistair D. Johnston, 203-
328-6609.

John B. Collins

Associates Inc.

8300 Norman Center Drive, Suite 1275,

Minneapolis, Minn. 55437; 612-8200012;
fax: 612-820-2700

Premium volume

%Tkaty

Total employees
Treaty

1995

.$327,000,000
100%

38

.38

1994

$261,100,000
100%

34

34

Brokering began: 1987.
Branch offices: East Granby,

Conn.; Marshall, Minn; Whitefish,
Mont.; Columbia, S.C.

Specialties: Property, casualty,
crop, surety, life, accident and health.

Licensed in: California, Colorado,
Connecticut, Delaware, Illinois, 1VIin-

nesota, Mississippi, Montana, New
York, Ohio, Pennsylvania, South
Carolina, Texas.

Conducts business: Nationwide.

Officers: John B. Collins, president;
James A. Brost, vice chairman; Gre-
gory L. Brettingen, Daniel J. Burke,
Patrick J. Denzer, Timothy J. Pawlik,
executive vps.

Contact: Gregory L. Brettingen.

Cooper Gay Steele & Co. Ltd.
120 Wall St., New York, N.Y. 10005,
212-248-1150; fax: 212-248-1181

1995 1994

Premium volume. ..$44.000,000 $39,000,000

% Thmty 20% 10%

% Facultative . ..80% 90%

Total employees. ..16 16

Treaty. 2 2

Facultative . 14 14

Brokering began: 1988.
Parent: Cooper Gay (Holdings)

Ltd.

Specialties: Property, including
technical lines; casualty; marine and
energy; aerospace; captive programs;
domestic, foreign and global/multi-
national business.

Licensed in: Connecticut, New
York.

Conducts business: Worldwide.

Officers: Michael Jones, chairman;
R. Patrick Steele, president; Stephen
S. Brewer, vp/director; Peter J. Gor-
man, vp-finance/secretary/director.

Contact: Patrick Steele.

Cravens & Co. Inc.

555 California St., Suite 3333,
San Francisco, Calif. 94104;
415-4336161; fax: 415433-1434

1995 1994

Premium volume. .$40,000,000 $38,000,000

Brokering began: 1978.
Specialties: Treaty, property and

casualty.
Licensed in: California, New York.
Conducts business: Nationwide.

Officers: Hartley D. Cravens, presi-
dent; James R. Leffler, Michael
Reynolds, senior vps; Carol Cravens,
vp; Kenneth R. Daivs, treasurer.

Continued on nert page
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Cypress Creek
Intermediaries 1nc.

680 Stonefield Locp, Heathrow
Fla. 32746; 407-323-9002;
fax: 407-333-9105

1992 -994

Premium volume. $32,000,000 $26,002,000
%Treaty . 95% 9530

% Facultative . 5%

Total employees 4

Treaty. - 3

Facultative.. _ 1

Brokering began: 1934
Specialties: Prouerty, casua=ty. in-

cluding automcbne marine, liabilty
and agri-business; acc:ident, lie,
health, including student accicent
business, group health and disability.

Licensed in: Flor_cia. New Yirk,
Pennsylvania, Texas.

Conducts business: Worldwide

Officers: Michael T, Pyle, president;
Peggy B. Pyle, vp: Andrew T. 2yle,
Laurie P. Langstcrt ass:start vps.

Contact: MiciaEd T. Fvl€.

ee

EWI RE Inc.
63 Wall St., 30th Floor,
Ner Yor<, N.V 10005;
212-248-398C; tax. 212-248-3981

1995 1994

Prerjun volume' ..$60,000,000 $55,000,000

i % Treaty . 90% 98%

% Fadtatpe . .10% 2%

T GIrss evenues $3,000,00( $2,300,000

Tota- employees , .14 12

neaty. ..11 8

Fscultative. 0.1

*Erinate

Brokering began: 1938.
Branch offices: New York, Dallas,

Seattle.

Licensed in: New York, Texas,
Washingtcn.

C•)nducts business: Nationrvide.

Officers: James C. Epstein presi-
dent; Vaughr_ V.R. Harris, Michael D.
Elliott, senior vps; Jorge I. Cardona,
vp,'controller.

C,ntact Jorge I. Cardcna.

1,,

Financial Reinsurance Inc.

140 S. Atlantic Ave., Suite 400, Ormond
Beach, Fla. 32176-6600; 904-6774453;
fax: 904-673-1630

Premium volume

% Treaty
% Facultative

Total employees
Treaty
Facultative

1995 1994

S2,650,000 $2,430,000
:;% 3%

97% 97%

3 3

1 1

2

Brokering began: 1960.
Parent: Ormond Re Group Inc.
Specialties: Propeny facultative,

crop-hail.
Licensed in: Florida, New York.

Conducts business: Nationwide.

Officers: W. Lockwood Burt, presi-
dent; John B. (Jay] Deiner, executive
vp/general counsel; AL DiPardo, se-
nior vp-claims; William T. Long, se-

nior vp/treasurer.
Contact: John B. GTay) Deiner.

First Reinsurance

Intermediaries Corp.
55 Johi St., New Yor<, N.Y. 10038;
212-608-8270; fax: 27 2-619-0480

1995 1994

Premium volume. $60,000,000 $55,000,000

% Tmaty. 100% 100%

Total employees 5 5

Treaty .5 5

Brokeling began: 1983.
Specialties: Financial reinsurance,

medical malpractte.
Licensed in: New Jersey, New

York.

Conducts business: New Jersey,
Pennsylvania.

OfEicers: Stephen M. Edwards,
president; Paul G. Curtis, senior vp;
Denise D'Arco, corporate secretary;
Roger J.B. Beach, director.

Contact: Stephen M. Edwards.

C.L Frates Reinsurance

Intermediary Inc.

2 Greenwich Plaza, Greenwich,
Conn. 06830; 203-629-5600;
fax: 203-622-0777

Pmmium volume.

% Beaty
Grossrevenues

Total employees
Treaty..

1995

.$30,000,000
..... .100%

$1,491,000
5

5

1994

$29,000,000
100%

$1,410,000
4

4

Brokering began: 1986.
Specialties: Casualty, professional

liability, fidelity, excess workers
compensation, captive reinsurance

Licensed in: New York.

Conducts business: Worldwide.

Officers: Albert P. Amato, senior

vp; Dina M. Cardinal, account ser-
vice manager.

Contact: Albert P. Amato.

0
Arthur J. Gallagher
Intermediaries Inc.

111 John St., Suite 800, New
York, N.Y. 10038, 212-732-9855;
fax: 212-619-7957

1995 1994

Premium volume. $40,600,000 $31,600,000

%Treaty...., ...7% NA

% Facultative 93% 100%

Total employees 22 16

Treaty... 3 NA

Facultative . 19 16

Brokering began: 1987.
Parent: Arthur J. Gallagher & Co.
Specialties: Facultative property,

casualty, program business, finan-
cial/finite, treaty.

Licensed in: New York, Rhode Is-
land.

Conducts business: Nationwide.

Officers: Randall S. Jensen, presi-
dent; Robert L. Osborne Jr., Gerald

F,X. Caffrey, senior vps; Craig Dar-
ling, Kevin Denike, vps.

Contact: Randall S. Jensen, Robert

L. Osborne Jr. Gerald F.X. Caffrey.

Arthur J. Gallagher
Intermediaries (Bermuda) Ltd.

P.O. Box HM 2000, Hamilton HM HX,
Bermuda; 441-292-4654;
fax: 441-292-8231

Premium volume .

% Treaty.
% Facultative

Total employees
Treaty .
Facultative.

1995

$22,000,000
..2%

98%

13

10

1994

$20,000,000
2%

98%

9

1

8

Brokering began: 1972.
Parent: Arthur J. Gallagher & Co.
Specialties: Reinsurance of self-in-

surance mechanisms, including fi-
nancial and finite risk.

Licensed in: Bennuda.

Conducts business: Nationwide.

Membership: Brokers & Rein-
surance Markets Assn.

Officers: David J. MeManus, presi-
dent; Peter J. Mullen, executive vp;
Wayne L. Brown, vp-broking.

Contact: Peter J. Mullen.

Gill & Roeser Inc.

535 Fifth Ave., New York,
N.Y. 10017; 212-972-4880;
fax: 212-972-4885

1995 1994

Premium volume $100,000,000 $100,000,000

% Tmaty . .100% 100%

Total employees . , .8 11

Treaty . ..8 11

Brokering began: 1983.
Specialties: Traditional, finite risk,

alternative risk, mergers and acquisi-
tions, communication, novation. 1

Licensed in: New York

Conducts business: Nationwide.

Officers: Kirk Roeser, president;
Steven Bolland, David Koegel, senior
vps;Peter Larsen, vp.

Contact: Robert Wick, 212-682-
3131.

Greig Fester Inc.
1700 Market St., Suite 3100,
Philadelphia, Pa. 19103;

215-241-8700; fax: 215-241-5220

1995

Pirmium volume

%Treaty ..
% Facultative

Gross revenues;

Total employees
Treaty.....
Facultative .

1994

$152,000,000 $144,000,000
.90% 90%

10% 10%

$7,300,000 $7,200,000
29 25

22 21

-7 4

Continued on page 50



In rowing, the clear goal is to be the first team to cross the finish line. In the world of business, however,

companies are constantly competing to establish and maintain a lead in a marketplace without end. To the

team members at TIG Insurance, this means casting aside the traditional insurance carrier model of

business to prepare for a new era of property-casualty program insurance. With our new operating strategy,

we are developing specialized programs where flexibility, underwriting expertise, and fast action are

essential. And we're delivering the service and solutions necessary to put our production partners and their

clients in the lead. So get with the TIG program today. Our course is set for first place.

TIGINSURANCE.
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Brokering began: 1981.
Branch offices: New York.

Specialties: Property, casualty,
crop, credit, surety.

Licensed in: Mirmesota, New York,

Pennsylvania.
Conducts business: Nationwide.

Membership: Brokers & Rein-
surance Markets Assn.

Officers: Dieter Losse, chairman;
James Buysse, president/CEOI Ter-
renee Rose, chief administrative offi-

cer; Robert Byrne, Joseph Curcio, se-
nior vps; Robert Duffield, John
Kwaak, vps

Contact: Terrence Rose.

H
H&H Re-Insurance

Brokers Ltd.

Chevron House, 11 Church St., P.O. Box
HM 1861, Hamilton HM HX, Bermuda;
441-295-3343; fax: 441-2954065

1995 1994

Premium volume.   .$18,000,000 $15,000,000

%Treaty . 95% 90%

% Facultative Frf. 10%

6 6Total employees

Treaty• .3 4

• Same employees also assigned zo ficultative

Brokering began: 1977.
Specialties: Captive, financial and

commercial reinsurance, excess lia-

bility, property, D&0.
Licensed in: California, New Jer-

sey, New York; Bermuda.
Conducts business: Bermuda.

Officers: Simon C. Everett, presi-
dent; W.H (Cotty) Outerbridge,
David W. Harris, vps.

Contact: W.H. (Cotty) Outerbridge.

Holborn Corp.
Wall Street Plaza, 88 Pine St-,

New York, N.Y. 10005-1801;
212-797-2285, fax: 212-964-0919

1995 1994

Premium volume $500,000,000 $500,000,000

%Treaty 100% 100%

Total employees .45 56

Treaty ..45 56

Brokering began: 1920.
Specialties: Property, casualty.
Licensed in: New York, South Car-

olina, Texas.
Conducts business: Nationwide,

excluding Alaska and Hawaii.
Membership: Brokers & Rein-

stlrance Markets Assn.

Officers: John N. Gilbert Jr., presi-
dent; Michael S. White, Keith D.
Gillies, Frank T. Harrison, David W.

Melrose, John A. Pagliaccio, senior
vps.

Contact: Michael S. White.

1
Independent Brokers Ltd.
20 Reid St., P.O. Box HM 2070,

Hamilton HM HX, Bermuda;

441-295-1646,fax: 441-292-8062
1995 1994

Premium volume. $2,100,000 $2,500,000

% Treaty 75% 75%

% Facultative ......25% 25%

Gross trvenites . .$100,000 $120,000

Tbtal employees; ,.5 6

Treaty. ..2 2

Facultative..... ,-. ..2 2

Brokering began: 1984
Parent: Independent Management

Group Ltd.
Specialties: Medical malpractice,

excess liability, workers compensa-
tion, residual value, credit enhance-
ment.

Licensed in: Bermuda.

Conducts business: Bermuda.

Contact: Peter Strong, president.

Industrial RE

International Inc.

1 Wall Street Court, Suite

403, New York, N.Y. 10005,
212-425-4683, fax: 212-425-4340

Pi·emium volume .

% Treaty .
% Facultative .

Total employees

Treaty
Facultative .

1995

$4,600.000
.7%

93%

6

2

1

1994

$15,000,000
55%

45%

7

2

2

Brokering began: 1987.
Specialties: Traditional non-ma-

rine classes.

Licensed in: New York.

Conducts business: Worldwide.

Officers: Rene A Gutierrez, presi-
dent; Richard Durett, vp, Francisco
A. Padilla, CFO.

Contact: Francisco A Padilla.

Innovative

Reinsurance Group
1 Penn Square W., Suite 800,
Philadelphia, Pa. 19102; 215-564-1511;
fax: 215-564-1235

1995 1994

Premium volume. ..$34,000,000 $32,000,000

%Treaty . -99% 99%

% Facultative . 1%

Gross revenues . .$1,300,000 $1,200,000

Total employees . ..13 12

Treaty ..... .12 11

Facultative . ,1 1

Brokering began: 1993.
Specialties: Accident and health,

including medical, disability, acci-
dental death and dismemberment;

group life, mortality stop-loss.

*ry

Si«f»«

Licensed in: Minnesota, Mississip-
pi, Nebraska, Ohio, Pennsylvania,
Texas.

Conducts business: Nationwide.

Officers: Thomas F Conners, pres-
ident; Stuart B. Grodanz, Christo-
pher J. Pfeifer, vps.

Contact: Thomas F. Conners.

International Managers
& Intermediaries Inc.

20301 Angelina Place,
Woodland Hills, Calif. 91364;
818-598-0909; fax: 818-598-8558

Premium volume..

% 'rreaty
Gross revenues ,

Total employees

Treaty...

1995

$7,000,000
100%

$200,000

6

1994

$2,000,000
100%

$60,000
3

3

Brokering began: 1991.
Specialties: Medical, dental, ERISA

single employer units.
Conducts business: Nationwide.

Contact: Martin Levine, chairman.

INTERRA

Reinsurance Group
3449 Priority Way, West Dnv€,
ndianapolis, Ind. 46240; 317-581-0657;

-ax: 317-574-3944

Premium volume .

% T'reaty
% Facultative

'Gross revenues

Total employees

Treaty.
Facultative .

1995

$46,300,000
91%

9%

$1,398,000
l 0

9

1

1954

$22,500,]CO
90%

to5/6

$902,711
5

4

Brokering began: 1993.
Branch offices: Chicago
Specialties: Life; personal acci-

dent, including sports, marine, avia-
ion and workers· compensation;
health, including indemnity and
managed care; carvp-outs; casuahy,
mcluding E&0, D&0 and medical
malpractice.

Licensed in: Illinos, Indiana, Min-

nesota, Ohio, Pennsylvania.
Conducts business: Worldwide.

Officers: Mark A Carney, CEO;
Russ Jehs, vp-marketing/communica
tions; Richard Parks, CFC,; Kathleen

Stahl, vp-administration/audit; Leslie
Young, vp-operations.

Contact: Russ Jehs, vp-marketing/
communications.

Jardine Sayer & Co. Inc.
Pinceton Pike Corporate Center,
1009_enox Drive, P.O. Box 6400,
Lawrenceville, N J. 08648-0400;
e)9-836-0555; fax: 609-896-2666

1995 1994

Pmmin volume . $248,000,000 $226,000,000

% Creaty 99% 99%

% Facultative . ........1% 1%

G'uss nvenues $9,200,000 $10,800,000

Te.tai employfs . .29 34

TIraty ...... .28 33
Fac·ultative . . .1 1

Brokering began: 1979.
Parent: JIB Group PLC.

Specialties: Property, accident and
health, medical, workers compensa-
tbn, aviation and marine, life, auto-

Continued on nert page
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matic facultative, warranty specialty.

Licensed in: New Jersey, New
York, Ohio.

Conducts business: Nationwide.

Officers: John D. Sayer, president;
John E. Januszewski Jr., (00/con-

troller; Richard C. Moody, Joseph A.
Za:Efarese, senior vps; Alfred H. Blan-
ton, vp

Contact: John E. Januszewski Jr.

J.B. Johnson

Intermediary Inc.
1775 Woodstead Court, Suite 228,
The Woodlands, Texas 77380;
71.3-292-4023; fax: 713-292-1106

1995 1994

Prerrium volume. ..$20,000,000 $20,000,000
% Treaty .100% 10006

Total employees ..3 3

Tmaty ..3 3

Brokering began: 1979.
Specialties: Accident and health,

alternative workers compensation.
Licensed in: Mississippi, New

Ycrx, Texas.

Conducts business: Arizona, Flori-

da, Kentucky, Louisiana, Minnesota,
New Jersey, New Mexico, Oklahoma,
Pennsylvania, Texas, Utah.

Officers: Joel B. Johnson II, presi-
dent; Molly K Johnson, sec-
retary/treasurer.

Contact: Joel B. Johnson II.

L
Le Blanc de Nicolay U.S. Inc.
140 E. 45th St., 41st Floor,
New York, N.Y. 10017;
212-972-7090; fax: 212-687-4852

1995 1994

Premium volume. ..$84,000,000 $98,000,000

% TnBaty .100% 100%
Gross revenues . .$1,210,530 $1,396,408
Total employees 5 5

Treaty .5 5

Brokering began: 1986.
Parent: Le Blanc de Nicolay Reas-

surarlee.

Specialties: Property catastrophe,

auto, aerospace, credit, surety, politi-
cal risk, professional liability, ma-
rine.

Licensed in: New York, Texas.
Conducts business: Worldwide.

Officers: Olivier du Passage, presi-
dent; William H. Asay, executive vp

Contact: William H. Asay

W.J. Lehrke Co.

6600 France Ave. S., Edina,
Minn. 55435; 612-920-1667;
fax: 612-920-2039

1995 1994

Premium volume* ..$20,000,000 $19,000,000

t AttLtive 9 98%2%

Total employees . .10 10

Treaty . 99
Facultative. . .1 1

I Estimate.

Brokering began: 1973.
Specialties: Catastrophe or loss

ratio reinsurance, variable retention
per risk or occurrence excess of loss
remsurance.

Licensed in: Minnesota, New York.
Conducts business: Nationwide.
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Officers: Thomas A. Lehrke, presi-
dent; S.P. Sorensen, vp; Mark F.
Noack, assistant vp; W.J. Lehrke,
chairman.

Contact: Thomas A. Lehrke

Lincoln National
Intermediaries Inc.

1 Reinsurance Place, 1700 Magnavox
Way, PO. Box 7808, Fort Wayne,
Ind. 46801-7808; 219-455-3290;
fax: 219-455-9040

1995

Premium volume, ....NA

% Facultative ...........100%

Gross revenues .$5,851,793
Total employees. .23.5

Facultative. .23.5

1994

NA

100%

$7,365,804
22:5

225

Brokering began: 1982.
Parent: Lincoln National Corp.
Specialties: Financial reinsur-

ance, including life, health and
property/casualty; annuity reinsur-
ance, mergers and acquisitions.

Licensed in: Indiana, New York.
Conducts business: Nationwide.

Officers: Kenneth J. Clark, presi-
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Risk changes everyday.
So ERC supplies flexible

solutions eve77 day.
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innovative answers.

Talk with us
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You'll get coverage
customized to your needs.

We'Te conservative,

yet responsive.
Remarkably stable.
And very flexible.

Ready to talk?
Call I -800-255-693 I.
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dent; Thomas E. Skillman, Mark R.

Troutman, Todd Spooner, Melvin C.
MeFall, vps.

Contact: Kenneth J. Clark.

Edward Lloyd Ltd.
100 Memck Road, Suite 510 W.,
Rockville Center, N.Y. 11570;
516-763-9320; fax: 516-763-6722

1995

Premium volume . $9,750,000

%Treaty . .10%

% Facullative . .BO%

Gross revenues . .$975,000

Total employees. 6

1994

$6,000,000
2%

98%

$600,000
6

Brokering began: 1983.
Parent: Lowndes Lambert Group.
Specialties: International global

and reverse flow business, property
and casualty, energy.

Licensed in: New York.

Conducts business: Worldwide.

Officers: John M Mannix, presi-
dent; Richard Lang, senior vp;
Rambha A. McCanless, vp.

Contact: Noel Ulrich.

M

Meadowbrook

International Ltd.

P.O. Box HM 2340, Hamilton
HM JX, Bermuda; 441-292-7569;
fax: 441 -292-3299

1995 1994

Premium volume., $4,880,000 $3,000,000
% Treaty . .100% 100%

Total employees . 2 2

Treaty. .2 2

Brokering began: 1982.
Parent: Meadowbrook Insurance

Group.
Specialties: Property and casualty

treaty reinsurance, including captive,
financial, self-insured workers com-
pensation, surety, low-level casualty,
Bermuda market property catastro-
phe reinsurance.

Licensed in: Bermuda.

Conducts business: Worldwide.

Officers: Mert Segal, chairman;
Michael Woodroffe, president; Marc
Willner, vp.

Contact: Michael Woodroffe.

Minet Re (Worldwide)
199 Water St., New York,
N.Y. 10038; 212-809-3900

1995 1994

Premium volume. .$1,400,000,000 $1,343,900,000
% Treaty .. ..88% 90%

% Facultative . ....... .12% 10%

Gross revenues ...,... .$83,513,000 $82,200,000
Total employees. ..486 498

Tleaty. ..402 436

Facultative. ..84 62

Brokering began: 1919.
Parent: Minet Group.
Branch offices: 1VIinet Re North

America: Glendale and San Francis-

co, Calif.; Hartford, Conn.; Atlanta;
Chicago; Boston; St. Paul, Minn ·
Murray Hill, N.J.; Philadelphia; Dal-
las. Anglo Swiss Reinsurance Bro-
kers Ltd., Muchenstein, Switzerland;
IOC Reinsurance Brokers Ltd.,

Toronto; JH Minet (Inter-Grenium)
A.G., Zurich, Switzerland; JH Minet
Reinsurance Brokers Ltd., London;
Minet GmbH, Munich, Germany;
Minet Burn & Roche: Sydney, Aus-
tralia; Wellington, New Zealand.
Minet Re (Bermuda) Ltd., Hamilton,
Bermuda; Minet Re International
Ltd., London; R&M Reinsurance In-
termediaries Ltd., Port of Spain,
Trinidad.

Licensed in: California, Connecti-
cut, Georgia, nlinois, Massachusetts,
Minnesota, New Jersey, New York,
Ohio, Pennsylvania, South Carolina,
Texas.

Conducts business: Nationwide.

Officers: Mark T. Hvidsten, presi-
dent/CEO; Wallace E. Winter, chair-
man; Charles Caporale, executive
vp/CFO; Albert T. DeVon Jr., execu-
tive vp; Gary J. Jackson, facultative
semor vp.

Contact: Mark T. Hvidsten.

Continued on page 54



WE'VE CHANGED OUR NAME,

BUT NOT OUR COLORS.
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od•ys•sey \'udese, sil n -s [fr. the Odys* long epic poem
recounting the adventures of Odysseus on his way home from the
siege ofTroy and attributed to Homer, 8th cent. BC. Greek poet, i

Skan : an extensive intellectual or spiritual journey or quest.dia America Re fr. L O*ssea, fr. Gk Odyseia, fr. 0*sse:£s, it's hero + Gk -ia -y]
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OdysseyRe

ODYSSEY RE, AMERICA'S NEWEST NAME IN REINSURANCE, IS ALSO ONE OF

THE OLDEST. FORMERLY SKANDIA AMERICA RE, WE'VE OPERATED IN THE U.S.

CONTINUOUSLY SINCE 1900. WE ARE THE I ITH LARGEST BROKER-MARKET

REINSURER IN THE U.S., WITH AN A-EXCELLENT RATING FROM A.M. BEST & CO.

JOURNEY WITH US AND YOU WILL BE WELL REWARDED.

OdysseyRe
ODYSSEY REINSURANCE CORPORATION ONE LIBERTY PLAZA NEW YORK, NY 10006 (212) 978-4700
ATLANTA, GA (404) 303-9710 CHICAGO, IL (312) 236-7833 SAN FRANCISCO, CA (415) 398-1700 NORWALK, CT (203) 854-9966
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Minet Re North America Inc.

dba Intere, RFC, IOC Re
199 Water St, New York, N.Y. 10038;
212-809-3900; fax: 212-514-5959

1995 1994

Premium volume .$844,526,000 $713,330,000
9. Treaty 72% 80%

5. Facultative . ....... 28% 20%

Gross revenues $34,619,000 $33,300,000
Tota: :inployees . .218 236

Treaty. 155 174

Facultative . .63 62

Brokering began: 1919.
Parent: Minet Group.
Branch offices: Glendale and San

Francisco, Calif.; Hartford, Conn.;
Atlanta; Chicago; Boston; St. Paul,
Minn; Murray Hill, N.J.; Philadel-
phia; Dallas; IOC Reinsurance Bro-
kers Ltd., Toronto.

Licensed in: California, Connecti-
cut, Georgia, Illinois, Massachusetts,
Minnesota, New Jersey, New York,
Ohio, Pennsylvania, South Carolina,
Texas.

Conducts business: Nationwide.

Officers: Mark T. Hvidsten, presi-
dent/CEO; Wallace E. Winter, chair-
man; Charles Caporale, executive
vp/CFO; Albert T. DeVon Jr., execu-
tive vp; Gary J Jackson, facultative
senior vp.

Contact: Mark T. Hvidsten, presi-
dent/CEO.

Morgan International
Marketing Inc.

P.O. Box 3016, Boone, N.C. 28607;
704-265-1823; fax: 704-262-1321

1995 1994

Premium volume, ..$80,000,000 $100,000,000
% Treaty . .95% 90%

% Facultative . 10%
Gross revenues .. $200,000 $250,0)0

Total employees. 2.5 25

Twaty . 1,5 15

Facultabve .0.5 0.5

Brokering began: 1992.
Specialties: Alternative risks,

workers compensation, products,
professional.

Licensed in: North Carolina.

Conducts business: Nationwide.

Officers: Anne 0. Morgan, presi-
dent; C. Fred Morgan, vp/secretary.

Contact: C. Fred Morgan.

P

Park International Ltd.

P.O. Box HM 2062, Hamilton
HM HX, Bennuda; 441-295-7396,
fax: 441-295-4622

Premium volume .

% Treaty .
% Facultative

Total employees
Treaty
Facultative

1995

.$14,000,000
..85%

..15%

G

3

1994

$13,500,000
85%

15%

6

3

3

Brokering began: 1992.
Parent: Mutual Risk Management

Ltd.

Specialties: Bermuda reinsurance
market, catastrophe.

Licensed in: Bermuda.

Conducts business: Bermuda.

Officers: Paul Scope, president,
Michael G. Foulger, Michael Jenkins,
executive vps; Stephen C. Dean, Nan
P. Griffiths, vps.

Contact: Stephen C. Dean.

Donald B. Peat

& Associates Inc.

2201 Cantu Court, Suite 200, Saraso-a,
Fla. 34232; 941-379-9122;
fax: 941-379-6167

1995 1994

Pirmiwn volume* . .$17,000,000 $10,000,000
% 'neaty. .100% 100%

Total employees .7 4

Apaty .7 4

* Estinzate.

Brokering began: 1991.
Licensed in: Florida, New York.
Conducts business: Nationwide.

Officers: Donald B. Peat, president;
Gerard Coutu, assistant vp.

Contact: Donald B. Peat.

OurBusiness IsHelpingYou®
BringAAA/Aaa Backed Security

To NewYork Structured Settlements

Settling a case in New

York demands the highest

Levels of excellence. So when

you'Te looking for supelior

>s , --=#*, * - perfo'rmance, join forces with

the strength of GE Capital

Stmctured Settlemenlf. Thmugh

the assignment process, our

annuity and US. government

semiity funded settlements are backed by more than $160 billion in GE Capita/ assets and top mtings:

Standard and Poor's AAA and Moody's Aaa. The Tesult: powlut secur for dl parties concerned, at

competitive picing GE Capital Stmitured Settlentents combines long-term stability with extensive industty

e*erience. Secure thejilture, with GE Capital Structured Settkments - availablr through ind<bendent

settlement consultants. For more information contad Kim Finn at 800-932-9127.

W GE Capita/
Structured Settlements

Our Business Is Helping Yours®

ANNUmES ARE ISSUED BY GE CAPITAL UFE ASSURANCE COMPANY OF NEW YORK, THE CENTRE AT PURCHASE, 2 MANHATTANVILLE ROAD, MAIN P.O. BOX 827, PURCHASE, NY 10577-0827.

Pegasus Advisors Inc.

2 Nonhington Place, 35 Tower Lane,
Avon, Conn. 06001-4241; 860-678-5140;
fax: 860-678-5137

1995 1994

Premium volume . . NA NA

%'Ihlaty . , .100% 100%

Gross,rvenues $1,740.000 $1,750,000
Total employees . 6 5

Trity. 5

Brokering began: 1989.
Parent: Medical Underwriters Inc.

Specialties: Non-traditional cus-
tornized reinsurance, including finite

re and capital reinsurance arrange- 
ments.

Licensed in: Connecticut.

Conducts business: Nationwide,
excluding Alaska and Hawaii.

Officers: Greg Leonard, president; 1
Larry Frank, Jim Hall, vps; Joe
Abbot, assistant vp.

Contact: Rose Komanetsky.

Preferred Reinsurance
Intermediaries Inc.

14 Monckton Blvd., Columbia,
S.C. 29206,803-790-4800;
fax: 803-790-4825

1995 1994

Premnlin volume. .$75,000,000 $80,000,000
% Treaty . . .100% 100%

Total employees . 16 19

Taty . . 16 19

Brokering began: 1983.
Branch offices: Port Washington,

N.Y.

Licensed in: California, Florida,
Indiana, New York, Ohio, South Car-
olina, Texas.

Conducts business: Nationwide.

Officers: Robert H. Sanders, presi-
dent; Karen N. Basso, Robert P. Hod-

son, senior vps; David L. Coulter Jr., 
Veritha W. Lee, vps.

Contact: Charles W. Perry.

R
Re Advisory Services Inc.
1 Momingside Drive N., Westport,
Conn. 06880,203-222-8776,
fax: 203-226-1881

1995

Premizini volume . $51,000,000
% Treaty. 99%

, .1%o Facultative

Total employees 11

Tmaty . 10.5

Facultative. 05

1994 1
$82,000,000 1

99%

1%

11

11

NA

Brokering began: 1991.
Subsidiaries: Risk Advisory Ser-

vices L.C., Winter Park, Fla.
Specialties: Property and casualty

catastrophe, municipal, medical mal-
practice, workens compensation, al-
ternative markets, finite and finan-
cial.

Licensed in: Connecticut, New
York.

Conducts business: Nationwide,
excluding Alaska and Hawaii.

Officers: Peter B. Scanlan, presi-
dent; Roland M Pike, executive vp;
Robert M. Whitney, Anthony H.
Klettner, vps; Jeanne C. Kehoe, con-
troller.

Contact: Peter B. Scanlan.

The Reassurance Group
545 Mira Vista Ave., Oakland,
Calif. 94610-1936; 510-839-6100;
fax: 510-839-9998

.1995 1994

Premium volume.. .$11,000,000 $8,500,000
9. Treaty . .100% 100%

Gross mvenues . $225,000 $170.000
Total employees. _4 2

Tlraty ,42

Brokering began: 1981.
Specialties: Accident and health,

life, financial.
Conducts business: District of

Columbia, Georgia, Hawaii, Illinois,
Indiana, Maryland, New Jersey, Vir-
ginia, Washington.

Officers: Donald K Anderson,
president.

Reinsurance Associates Inc.
1670 Fenpark Drive, Fenton,
Mo. 63026; 314-349-1234;
fax: 314-349-3169

..1995

Pr'emium volume. $45,000,000

% Treaty . .95%

% Facultative 5%

Gross revenues .$757,242

Total employees . .7
Treaty.. 6

Facultative..................1

1994

$44,000,000
95%

5%

$726,293
7

6

1

Brokering began: 1979.
Specialties: Credit life and disabili-

Continued on page 56



In today's unpredictable business climate,

never play games with your reinsurance.

You need a lean, clever team behind you

when you face the risks of business.

Only the strongest reinsurers can

make the cut.

Winterthur Re is a big league player,

among the top twenty reinsurers,

with the strength and resources of

a global parent.

This gives our clients the best of both

worlds: A reinsurer small enough to

provide close, personal attention. And

the financial strength that assures our

financial stability and commitment to

the business.

We serve clients in all 50 states and

Canada. We welcome casualty business,

both treaty and facultative, as well as

property, surety and special program

treaty business.

Winterthur Re.

Getting home safely is the name

of the game.

winterthur

Winterthur Reinsurance

Corporation of America

Two World Financial Center

225 Liberty Street

New York, NY 10281

(212) 416-5700

1075 Bay Street

Toronto, Ontario MSS 2WS

(416) 928-8542
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ty, gap, individual unemployment in-
surance, product guarantee, workers
compensation, impaired risk ordi-
nary life, used car garage liability.

Licensed in: Arkansas, Mississippi,
Wisconsin.

Conducts business: Nationwide.

Officers: Richard Banks Croak,
president/secretary; Michael A.

Gardner, vp.
Contact: Michael Gardner.

Re/Insurance Brokers Inc.

100 Brookwood Place, Suite
605, Birmingham, Ala. 35209; 2054371-
4949: fax: 205-871-4950

1995 1994

PIEnium volume . .$4,000,000 $4,100,000
% Treaty . .100% 100%

Total employees. ..2 2

'rreaty. ...2 2

Brokering began: 1990.
Specialties: Professional liability,

accident and health, disability.
Licensed in: Alabama, Texas.
Conducts business: Alabama,

Florida, Georgia, Idaho, Missouri,
South Dakota, Texas.

Contact: Dale Busby, president.

Reinsurance Partners Inc.

670 Mason Ridge Center Drive, St. Louis,
Mo. 63141; 314-523-2200;
fax: 314-523-2211

Pmmium volume.

% TRaty
% Facultative ,

Total employees.

Treaty.
Facultative .

1995

.$20,000,000
.80%

20%

5

.4

1

1994

$20,000,000
80%

20%

5

4

1

Brokering began: 1974.
Parent: Fairfield Management

Group Inc.

Specialties: Accident and health,
property catastrophe.

Licensed in: 1VIissouri, New York.
Conducts business: Worldwide.

Officers: David Q Wells Jr., presi-
dent; Charles V. Basuino, vp/treasur-
er.

Contact: Charles V. Basuino, 314-
523-2204.

Russ Re-Insurance Services

P.O. Box 60093, Pasadena,
Calif. 91116-6093; 818-351-8832;
fax: 818-351-8832

1995 1994

Premium volume .NA NA

% Treaty . .100% NA

Total employees .... ..1 NA
Treaty... . .. ... ..1 NA

Brokering began: 1995.
Specialties: Casualty, marine. sure-

ty, finite risk.
Licensed in: California.

Conducts business: Nationwide,
excluding Alaska and Hawaii.

Contact: K. Mark Russ III, presi-
dent/CEO.

S
Sedgwick Re
55 Farmington Ave., Suite 501,
Hartford, Conn. 06105;
860-251-6750; fax: 860-293-0755

1995* 1994*

Premium volume $2,400,000,000 $2,175,000,000

%Treaty . .87% 87%

% Facultative . 13% 13%

Gmss revenues . $81,100,000 $75,600,000

Total employees. .375 375

1Ikaty . .704 736

Facultative... .......... .136 114

* Figur'es reflect worldwide business, except rev-
enues and total employees, which leflect U.S. opera-
tions only.

Brokering began: 1928.
Parent: Sedgwick PLC.
Branch offices: Tempe, Ariz.; Los

Angeles; San Francisco; Hartford,
Conn.; Atlanta; Chicago; Boston;
Minneapolis; New York; Charlotte,
N.C.; Philadelphia; Dallas; Seattle;
Toronto.

Subsidiaries: INSTRAT, Seattle;
Reinsurance Solutions International,

Philadelphia; Sedgwick Lane Finan-
cial, Chicago.

Specialties: Facultative property
and casualty, international, program
business, financial reinsurance.

Licensed in: More than 20 states,

including California, Connecticut,
nlinois, Minnesota, New York, Penn-

Our FINANCIAL STABILITY

is the ONLY WAY

to TURN REINSURANCE

into REASSURANCE.

tberek one thing you want out of remsurance, itk beace o

HartRe I i //
s recisely wbat we offer/at HartRe. Our level of«4«thip \< f /

financial stability is second to none. Aild *witb over 170 yearsin the business.and·co#ifistently

bi#b ratings, you can be sure we 11»De around Jor'a tong time,

f»4.- V j
Wbat's more, you'll be getting„tovative Droducts. a,ld Services, as well as tbe expertise to*--

customize exactly tbe right /)adleaeet your needs. We eve,iofferfive intenlational D#ices,
includi,tg Toronto, Munich, Hong Kanga London, a,ld Madrid.

So if you're looking for reinsrane,mlk-to HabjW'e'll j) you blur tbe line between
reinsurance a,id reassurance. 

j
HARTRE, A MEMBER OF THE ITT HARTFORD GROUP. INC.. PROVIDES REINSURANCE ON BEHALF OF HARTFORD FIRE INSURANCE COMPANY.

/1 i
VISIT ou R wEB SITE AT httpy/www.itthartford.com

No One's

Better

Prepared for

Tomorrow.

=4
ITT HARTFORD

sylvania, Texas and Washington.
Conducts business: Nationwide.

Membership: Brokers & Rein-
surance Markets Assn.

Officers: Salvatore D. Zaffino,

chairman/CEO; Charles A. Higham,
executive vp/COO; Gerald W.
Browning, executive vp-facultative.

Contact: Salvatore D. Zaffino.

Sentry Intermediaries Ltd.
Skandia International House,
16 Church St., Hamilton HM
HX, Bermuda; 441-295-2185;
fax: 441-292-1143

1995 1994

Premium volume. .$7,000,000 $7,100,000
% Facultative . 100% 100%

Total employees ..3 3

Facultative..... ........3 3

Brokering began: 1985.
Parent: Skandia Group.
Specialties: Bermuda market

placement.
Licensed in: Bermuda.

Conducts business: Worldwide.

Officers: Nicholas S. Dove, presi-
dent; Robert J. Rosser, Robert W.
Eastham, senior vps.

Contact: Robert J. Rosser.

Smyth, Sanford & Gerard
(C.C. King & Co.)

135 William St.,12th Floor, New York,
N.Y. 10038; 212-374-1323;
fax: 212-8574170

1995 1994

Premium volume . $180,000,000 $110,000,000

%Treaty 52% 40%

% Facultative .. ..48% 60%

Total employees. . .22 21

Treaty . . . . . 10 7

Facultative: ..12 14

Brokering began: 1987.
Branch offices: Coral Gables, Fla.
Specialties: Engineering, mac}lin-

ery breakdown, oil and gas, industri-
al property, international.

Licensed in: Florida, New York.
Conducts business: Worldwide.

Officers: Douglas L. King, presi-
dent; Carl J. Casale, executive vp;
Thomas C. Chiappa, senior vp; Geral-
dine Froget, executive vp-Florida;
Eugene R. Melski, senior vp-Florida.

Contact: Douglas L. King.

G.J. Sullivan Co.

800 W. Sixth St., Los Angeles,
Calif. 90017; 213-626-1000;
fax: 213-622-5921

1995 1994

Premium volume ..$334,000,000 $278,000,000
% Tbaty 100% 100%

Total employees .55 65

Treaty. 65

Brokering began: 1980.
Parent: Gerald J. Sullivan & Asso-

ciates.

Branches: Stamford, Conn.; At-
lanta; Chicago.

Specialties: Surety and fidelity,
workers compensation, finite and fi-
nancial, non-standard auto.

Licensed in: California, New York.
Conducts business: Nationwide,

excluding Alaska and Hawaii.
Officers: Gerald J. Sullivan, chair-

man/CEO; Ronald J. Taylor, presi-
dent/COO; Julius Friedman, execu-

tive vp; William M. Allen, George J.
Biehl, Steven V. Moccardini, senior
vps.

Contact: Ronald J. Taylor, 203-
363-5000.

Swiss Re Atrium Corp.
380 Madison Ave., 16th Floor,
New York, N.Y. 10017; 212-973-5800;
fax: 212-973-5083

1995 1994

Premium volume $548,365,590 $270,779,436
% Treaty . .100% 100%

Total employees, .32 28

Tleaty. 32 28

Brokering began: 1983.
Parent: Swiss Re Group.
Specialties: Surplus relief, finite

risk, life.
Licensed in: Connecticut, New

York.

Conducts business: Worldwide.
Officers: Jay A. Novik,

president/CEO; Peter A. Gentile, ex-
ecutive vp/CFO; Owen Whitby,
Bruce P. Reich, Mary Ann Brown,
executive vps; Joan M. deLemps,
Carla D'Andre, senior vps.

Contact: Joseph R. Barkley, 212-
973-5810 or Jacqueline Walsh, 212-
973-5065.

Continued on page 58
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11
THB Intermediaries

Broad Firancial Center, 33 White
Hall St., New Yotk, N.Y. 10055-0002;
212-558-6630; fax: 212-2694990

1995 1994

Premium valunie. .$35,000,000 $32,000,000
% Facultative . .,-., .100% 100%

Gross reven-les . .$3,000,0(,0 $2,162,250

Total emplcyees. 26 24

Facultative. 26 24

Brokering began: 1984.
Parent: Near North National

Group.
Branch offices: Los Angeles;

Chicagc
Specialties: Property and casualty

facultative, program and national ac-
counts.

Licensed in: California, Illinois,
New York.

Conducts business: Nationwide.

Officers: Rkhard DiCemente

president; Lisa Miles, CFO'. Larry S
Parks, Robert Brookshire, senior vfs;
Paul Amidei, vp.

Contact: R_chard DiCleirente.

Tanenbaum-Harber
Reinsurance

Intermediaries Inc.

320 W. 57th St., New Yok,
N.Y. 10019; 212403-0365;
fax: 212-582-6256

Premium volume·.

% Treaty
Gross revenues

Total employees

Treaty

1992

$21,000,0(11
.100*,

$1,002,0(,8

1394

$27,000:GO

10< 36
$1,021 000

5

5

Brokering began: 1986
Parent: Tanenbaum-Harber Co.

Inc.

Specialties: Propert>, casuaky,
health.

Licensed in: Florida, New York.
Conducts business: Nat.onwide

Officers: Walter L. Harris, CEO;

Ronnie Eller: Raymond, pres,dent;
Juan Carlos Maldonado, CFO.

Contact: Ronnie Ellen Raymond,
212-603-0362.

Totsch Enterprises Inc.
8745 W. Higgir:s Boad, Suke 323,
Chicago, 111.60631; 312-380-EO40;
fax: 312-380-8054

1995 1994

Premium volume.. ... 36&000,000 :r,06[,000
% Tteaty . .95% 35%

% Facultative ........5% 5%

GI'oss revenues ..$1.800,40,1 81,6*,000

Total employees .5 5

healy 4.3 4.5

Facdtative . .0.3 0.5

i Brokering began: 1978
Specialties: Property crop-hail,

multiple peril crop msurance
Licensed in: New York

Conducts business: Nationwide,
excluding Alaska and Hawat.

Officers: Marvin D. Totsch, presi-
dent; Mazy Ellen Totsch,

secretary/treas.Irer, Robert L

Totsch, William E. Totsch, vps.

Towers Perrin Reinsurance
Mellon Bank Center, 1735 Market St,
Phiadelphia, Pa. 1 51CG-7501;
215-963-7700; fax: 215-963-7873

1995 1994

Prenium volume 5610,000,000 4598,)00,000

%Treaty . .95% 95%

% Facultatve .5% 5%

Grzss revenues $41,510,000 $40200,000

To:at employees . 206 204

Tbaty. 197 195

Facultative . ..9 9

Brokering began: 1934.

Branch offices: Los Angeles; San
Francisco; Hartford and Stanford,
Conn.; Chicago; New York; Montreal;
Toronto.

Specialties: Integrazed reinstrance
risk management services, Frofes-
sional liability, accident and health,
managed care, pregram unit.

Licensed in: California, Cobrado,
New Jersey, New York, Ohio, Penn-
sylvania, South Carolina, Texas.

Conducts business: Nationwide.

Membership: 3nikers & Rein-
surance Markets Assn.

Officers: Jae·obus Van de Graaf,

Ever heard, 6<Don't put all your
eggs in one basket"?

MBR has established itself as the premier
reinsurance broker in Australia during its
first business decade.

We at MBR have been pioneers in the
development of a global reinsurance
market in Australia.

Our markets offer secure capital, in
excess of A$ 4 billion, unaffected by the
environmental and latent disease issues

of the past that have plagued other
reinsurers.

MBRk reinsurers offer a leading,
innovative approach drawing on
international experience and writing
approximately A$ 2 billion in global
premium.

MBR employs 70 experienced
reinsurance practitioners committed to
unrivalled expertise and access to local
rnarkets.

MBR has the capabilities and local
knowledge for your reinsurance needs.

Minet Burn & Roche Pty Ltd
A #*>--*) A International Reinsurance Intermediaries
8 *(4 8 0 SYDNEY: Level 28, 264-278 George Street Sydney NSW 2000 Australia Phone (612) 9251 2200U Fax (612) 9251 2443

• MELBOURNE: Level 8,350 Collins St Melbourne Vic 3000 Australia
Phone (613) 9642 8364 Fax (613) 9642 5664

• NEW ZEALAND: Level 5, Castrol House 36 Custom House Quay Wellington New Zealand
Phone (644) 499 3217 Fax (644) 473 0569

managing director/CEO; Chris T.
 Brockett, Daniel R. Colello, William

H Eyre Jr., Philip W. Mitchell, Mary
K. O'Gorman, Edwin W. Raynolds,
senior vps.

Contact: Jacobus Van de Graaf,
203-363-1900.

Tretis Group Inc.
451 Pacific Ave., San Francisco,
Calif. 94133; 415495-3555;
fax: 415-495-6735

1995 1994

Prenuum volume. . $32,000,000 $30,000,000

% Treaty 100% 100%

Gross revenues . .$2,600,000 $2,000,000

Total employees. 10 10

Ttraty... ..... .......10

Brokering began: 1986. 10 
Specialties: Property, casualty, fi-

nite financial risk, life, workers com-
pensation. 1

Licensed in: California, New York.
Conducts business: Nationwide.

Officers: Robert Tremelling II,
president; John Peeke-Vout, Urban I
Koagadal, directors.

Contact: John Peeke-Vout.

Triangle Reinsurance
Intermediaries Ltd.

The Phoenix Building, 2 Reid St.,
Hamilton HM HX, Bermuda;
441-292-4364; fax: 441-295-3982

1995 1994

Premium volume. $4,500,000 $4,300,000
% Treaty . .92.5% 99%
% Facultative . 7.5% 1%

Gross revenues $165,000 $150,000
Total employees 2 2

Treaty ..2 2

Brokering began: 1993.
Parent: Triangle Holdings Ltd.
Specialties: Property and marine

treaty, financial and captive reinsur-
ance.

Licensed in: Bermuda.

Conducts business: Worldwide.

Officers: Thomas W.M. Masters,
president; Giles B. North, executive
VP.

Contact: Thomas W.M. Masters.

V
D.W. Van Dyke & Co.

of Connecticut Inc.

95 Rowayton Ave., Rowayton,
Conn. 06853; 203-865-0499;
fax: 203-852-6776

1995 1994

Premium volume. .$1,600,000,000 $1,500,000,000
% Treaty. ..98% 98%

% Facultative . ,2% 2%

Total employees. ..33 29

ybaty. ..13 13

Facultative. .1 1

Brokering began: 1978.
Parent: DDR Holdings Inc.
Specialties: Physician/hospital or-

ganizations, provider excess, credit
reinsurance, international reinsur-
ance, special risk, workers compen-
sation carve-out, surplus relief, capi-
tal risk transfer, individual life
coinsurance and yearly renewable
term life, excess and pro rata on spe-
cial risk, accidental death and dis-
memberment, group life, long-term
disability, medical, occupational and
catastrophe accident, abnormal mor-
tality stop-loss.

Licensed in: Arkansas, California,
Connecticut, Minnesota, Mississippi,
Nebraska, New York, North Caroli-
na, Ohio, Pennsylvania, South Car-
olina.

Conducts business: Worldwide.

Officers: Donald W. Van Dyke II,
chairman/CEO; Donald K. Drelich,
president/COO; Lauren M. Kennedy,
senior vp/CFO; Christopher Koehler,
senior vp; Peter L. Craft, general
counsel.

Contact: Lauren M. Kennedy.

Vermont Insurance

Management Inc.
P.O. Box 306, Montpelier, Vt 05601;
802-229-5042; fax: 802-229-6280

1995 1994

Premium volume. $11,250,000 $11,000,000
% Treaty -70% 70%

% Facultative . .30% 30%

Total employees. .27 27

Treaty .2 2
Facultatlve. ..2 2

Continued on page 60



,

f

GO 6
, 3 -, are t*

i j «9 j « 3,3-3 9 -fs, 4 t.
frj)£&37 # ,/ /
 4 0, 4- I U ••• take a

3 4rh *3
I4 0 & 4. /-1 ride with

15

Now you can find Business Insurance online at

wrww.businessinsurance.CoIn on the World Wide Web. BI on the
And just as you rely on Brs weekly issues for up-to-the-minute, in-depth news reporting and tracking of

trends and developments, you'll rely on Brs online departments for:

Internet.
UPDATES -late breaking news items from the magazine updated every Friday evening.

MAGAZINE -- information about BI, staff profiles, editorial calendar listing spotlight

reports, listings of directory issues, special events and services, and the opportunity to

subscribe or renew your subscription to the newsmagazine, directly, online.

INTERNET ARTICLES -- articles from past issues of BJ about internet-related issues.
GLOBAL FOCUS - articles from BI's Global Focus demographic section... reporting

on international risk management issues and sent only to subscribers outside the U. S.

DATEBOOK - a searchable listing of industry-wide meetings and events,

ONLINE FORUMS - a forum for users to exchange information and discuss a wide

range of risk management or benefits management topics.

WEB LINKS -- you'll find a directory ofsites on theWorldWideWeb of interest to risk

and benefit managers.

Plus... at the click of a button, you can...

• SUBSCRIBE or renew your subscription to BI's weekly issues

• send your FEEDBACK directly on our home page.

So if you're among the more than 155,000* regular weekly readers of the newsmagazine - corporate

executives responsible for risk management, employee benefits and managed health care... an insurer,

reinsurer, agent, broker, consultant, managed care executive, attorney, or among the scores of others --

you won't want to take a ride on the Internet without visiting Brs home page at ..,

www.businessinsurance.com

*Includes pass-along readership

NEW YORK: 220 E. 42nd Street • NY 10017-5806 • 212/210-0133 • Fax: 212/210-0704

CHICAGO: 740 N. Rush Street • IL 60611-2590 • 312/649-5276 • Fax: 312/649-7799

LOS ANGELES: 6500 Wilshire Blvd. • CA 90048-4947 • 213/651-3710 • Fax: 213/655-8157

SUBSCRIBE FEEDBACK

UPDATES

MAGAZINE

INTERNET ARTICLES

, ----r
i ·. l....../. 11¤=5,- -

1 GLOBAL FOCUS

DATEBOOK

ONLINE FORUM

WEB LINKS

-- YWD

Business
Insurance
www.businessinsurance.com
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Continued from page 58
Brokering began: 1987.

Parent: USA Risk Group,
Specialties: Captive insurance, risk

retention group and alternative mar-
ket business.

Licensed in: Vermont

Conducts business. Nationwide.

Officers: H Lincoln Miller Jr.,

chairman, Andy Sargeant: COO;
Gary Osbourne, vp; Edward E. Mee-
han. executive vp.

Contact: Andy Sargeant or Gary
Osbourne.

W
Willcox Inc. Reinsurance

Intermediaries

180 Maiden Lane, New Yo®
N.Y. 10038; 212-952-0650;
fax: 212-952-0295

KempeR.

L995 1994 1

Premium volume . $1,000,00< 000 $1,000,000,000
% I'reaty . 99% 99%

'la Facultative            .'. 1%

Gross revenues $48,004,000 $44,000,000
ratal enployees 235 230

Traty. .231 226

F:zilltative. .4 4

Brokering began: 1894.
Parent: Johnson & Higgins.
Branch offices: Los Angeles; Indi-

anapolis; Philadelphia; Dallas;
Buenos Aires, Argentina, London;
Singapore.

Acquisitions: HS Fox Corp,
DaEas, March 1996.

Specialties: Treaty property and
casualty, marine, aviation, fidelity,
surety, financial reinsurance, acci-
den: and health, life, unternational.

Licensed in: California, Indiana,
New York, Ohio, Pennsylvania,
Texas.

Conducts business: Nationwide.

Membership: Brckers & Rein-
surance Marke Assa.

Officers: WiI[is T. King Jr., chair-
man/CEO; Charles P. Griffin, John

N Reinman, Timc,thy C. Rivers, ex-
ecutive vps.

Contact: Lawrence P. Johnson.

212-530-2779.

Willis Faber North

America Inc.

Wall Street Plaza, 28th F oor,
New York, N Y 10005; 212-820-7600:
fax: 212-344-4646

1995 -994

Premium volume ....$1,331,000,400 $1,281,OIC,000

% TRaty 95% 35%

% Facultatia 5%

Gross, revenues .._ . .$47,3,30,300 $45,82(,0 CO

Tbtal employees. 250 212

Treaty . .243 2E4

Facultative... .7 1

Brokering began: 1924.

Parent: Willis Corroon Jrous
P.L.C

Branch offices: Sal Francisco;
Denver; Stamford, Conn.; Miami; k.-
lanta; Mzmeapolis; New York;
Stoney Creek, N.C.; Philadelyhig
Nashville, renn.; London.

Subsidiaries: Reinsurance Alterna-

tives Inc., Minneapolis

MOnumental
Customer Savings

Specialties: Accident and health,
aviation, alternative risk transfer,
commercial and non-standard auto,

financial reinsurance, property and
, casualty (treaty and facultative): pro-

fessicnal liability, surety and fidelity,
retrocession, marine, political risk,
trucking and transportation, health
care services, workers compensation,
life.

Licensed in: California, Colorado,
Conr.ecticut, Florida, Illinois, Min-
nesota, New York, Ncirth Carolina,
Ohio, Pennsylvania, South Carolina,
Texas.

Ccnducts business: Nationwide.

Membership: Brokers & Rein-
suran2e Markets Assn.

Officers: Peter T. Pruitt, chair-
man/CEO, John R. Cashin, executive
vp/director-marketing/midwest re-
gion manager; Horace Johnson,
George Reeth, executive vps; Richard
Swager, president-Reinsurance Al-
ternatives Inc.

Cintact: John R Cashin.

WinterBrook RE

Intermediaries L.L.C.

205 Highway 9, Freehold,
N.J. 07728; 908-431-2406;
fax: 908431-3543

Premium volume .

% 'rreaty
Gioss mremies

Total employees
haty

1995

.$13,420,000
100%

$500,000
4

4

1994

$12,304000
100%

$490,000
4

4

Brokering began: 1991.
Parent: WinterBrook Holdings

Ltd.

Specialties: Property and casualty,
accident and health.

Licensed in: New York, Texas.
Conducts business: Nationwide.

Officers: W. Brian Harrigan, presi-
dent; Kenneth H. French, executive
vp; Irene Bekech, secretary.

Contact: Kenneth H. French.

John P. Woods Co. Inc.

Newport Tower, 525 Washington Blvd., f
Jersey City, N.J. 07310-1607;
201-216-9600; fax: 201-610-9555

1995 1994

Premium volinne .$650,000,000 $600,000,000
% Treaty . . 100% 100%

Gross revenues ,$22,500,000 $21,300,000
Total employees 62 62
'hraty. 62 62

Brokering began: 1978.
Parent: Woods Corp.
Branch offices: Atlanta; Mount

Laurel, N.J.
Subsidiaries: John P. Woods Latin

America, Jersey City, N.J.; Rio de
Janiero, Brazil.

Specialties: Property and casualty,
life, accident and health.

Conducts business: New York.

Officers: Josephine A. Hoey, senior
executive vp; Roderick P. Thaler,
Ellsworth P. Whiteman, John P.
Wdods III, Harry Larzelere, execu-
tive vps; John N. DiBlanda, vp/CFO.

Contact: John P. Woods.

Y
H.E. Yerkes

& Associates Inc.
127 John St., New York,
N.Y. 10038, 212-344-1707;
fax: 212-422-8473

1995 1994

Premium volume .....,.$36,742,500 $35,919,425
96 Treaty. ..100% 100%

Total employees .5 5
Treaty. .5 5

Brokering began: 1979.
Specialties. Ocean marine, offshore

and energy risks.
Licensed in: New York.

Conducts business: New York

Officers: Harry E, Yerkes III, presi-
dent; Ann R. Kaplan, vp

Contact: Ann R. Kaplan.

Deadline nears
On Nov. 11, Business Insurance

will publish its seventh annual Di- 1
rectory of Environmehtal Risk I
Management Consultants, which t
includes a Spotlight report on the
professional and environmental li-

 ability market. In addition, the an- j
nual Directory of International In- 1
surers and Benefit Networks will

run in the Nov. 18 issue, which
contains a Spotlight report on in-
ternational benefits and risk man-

agement
Listings in these directories are 

printed as an editorial service and
 there is no charge to be included.

Companies need only fill out and
return a BI questionnaire. If your
company has not received a ques-
tionnaire for either directory,
please contact Assistant Directory
Editor Rich Trout at 312-649-
5483.

Oct. 23 is the extended deadline i
for the Environmental Risk Man-

agement Consultants Directory.
Oct. 30 is the extended deadline
for the International Insurers and

Benefit Networks Directory. , I
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Capital The second role, and one he be- the exchar-ge rasher than going
lieves rompanies might be even through a traditional reinsurance
more interested in, is as a market- intermediary.

Continued *om page 3
companies experimenting with
derivatives," he said. "The Act of
God bonds, you have several deals 'We've got up to a dozen companies
out there that haven't been sold

yet." exploring subscription agreements as we
For some reinsurers, one forum

for experimentation is the CBOT's speak. We're not getting any B-league
catastrophe futures contract, which teams,' says Frank Fortunato of CATEX.
is based on indexes derived from

property damage estimates com-  -
piled by the American Insurance
Service Group's Property Claim
Services division. place for catastrophe covers. As a Parsicipants using the system for

While trading in the contracts is forum for cash sales of risks, a rein- such cash-based risk transfer will

still limited to an average of several surer can place a cat cover through pay CATEX a fee of 75 basis points
hundred, proponents say it is signif-
icant that volume on the CBOT cat
contract reached record levels in the

week that ended Sept. 6. Some 3,308
contracts exchanged as Hurricane
Fran neared the North Carolina

coast, matching the trading volume
for the previous three months (BI,
Sept. 9). -1

The busy trading day in connec-
tion with Hurricane Fran shows two

things, Mr. Lane suggested: "People F * 1, ,are willing to take risk when re-
quired and, two, people are willing
to look to the contract for coverage."

While he conceded the PCS con-

tract isn't likely to ever match the
level of activity on the Eurodollar or ,
Standard & Poor's 500 contracts at

the CBOT, it is growing and likely
will continue to do so. "I would ex-

pect to see 100,000 contracts traded
in the next year," he said, compared                                                                                                              .
with 11,540 in the first 12 months 0

the PCS options were exchanged.
Also, the futures contracts seem to

be growing in popularity along with
the other capital market reinsur-
ance alternatives. That parallel de- fF
velopment is key to the successful
development of the entire group of
alternative products, Mr. Lane said. b 4£. '.

Some investors clearly are looking
at arbitrage opportunities that
might exist between investments in
other risk securitizations and the

CBOT cat contracts, he says. That

sort of activity can help spur the 1growth of the entire market for fi-
nancial alternatives to reinsurance.

Another exchange for trading in-
surance risks, the Catastrophe Risk
Exchange, or CATEX, was to begin ----
operations this month.

The exchange provides a forum
for subscribers to exchange insur-
ance risk over a computerized net-
work. CATEX would function as an

online trading floor through which
companies can exchange all or part
of their risk for that of another com-

pany.
Frank Fortunato, a CATEX vp in

Princeton, N.J., said the exchange
hoped to install CATEX terminals
the second week of October.

While the exchange had one an-
nounced subscriber, Everest Rein-

surance Holdings Inc., on Sept. 30,
Mr. Fortunato said CATEX had

plans to announce "three or four"
more subscribers in the near future

and had considerable interest from

other companies.
"We've got up to a dozen compa-

nies exploring subscription agree-
ments as we speak," Mr. Fortunato :'.
said. "We're not getting any B-
League teams."

"I think the game plan is that be- ri

 compaes  eaie,hesim- r. < b#
ulated trading if they wish," he said.
"They can also engage in live trad-
ing."

Mr. Fortunato sees the new ex-

change serving two roles. First is its
role as a risk-for-risk exchange en-
tity, under which companies can ex-
change all or a portion of their risk
for all or a portion of another com-
pany's risk, with each participant
paying CATEX a fee of $150 per $1
million of insured exposure ex-
changed.

times the zash premium "That com-
pares very favorahly, obviously,
with traditional intermediary
rates," Mr, Fortunato said, noting
that not only are insurers and rein-
surers intereswd in using CAIEX in
that fashlon, "but it also has inter-
ested many in:ermedlaries."

Those intermediaries recognize
thas by mastfring the CATEX sys-
tem "there still is room for them to

realize healthy profits,' he said.
Mr. Lane suggested that the new

joint .,enture with Sedgwick is an
example of eiforts te cobble capital
mark€ts vehicles with traditional

reinsurance to provide the most effi-
cient solutians to cussomers' rein-

suranee problems.

"I think you have to think about
me as a new kind of hybrid," he
said. "We are registered broker-
dealers, registered futures brokers
and registered intermediaries. So
we try to provide the best possible
package, the most cost-effective
package that best meets the needs of
the individual client."

Capital markets tools have .effee-
tively been positioned as rein-
surance products so, given that,
they're either going to be competing
with or complementary to" tradi-
tional reinsurance, said John B.
Stites, vp in the risk management
group of Chubb Corp. in Warren,
N.J. With low pricing in the

Continued on next page



71. 7,7

Continued from pervious page
present reinsurance market, there's
considerable incentive "to not mess
around with more cuttmg
edge/bleeding edge kinds of ap-
proaches," Mr. Stites said. As a result,
investment banks try to avoid pre-
senting themselves as direct competi-
tion to reinsurance "because there is

so much capacity available and it's so
cheap."

"Depending on what a customer's
trying to accomplish, there may be
room for a complementary kind of so-
lution," Mr. Stites said, though not-
ing, "The soft market will provide a
tougher row to hoe for the capital
markets followers."

.

T

The nature of derivative instru-

ments and the risk involved may force
many insurers to use them as a sup-
plement to traditional reinsurance,
however.

'"There is basis risk. Them is the risk

that what the derivatives will respond
to won't meet the losses of your port-
folio," Mr. Densen said. Basis risk
refers to the inherent risk that the

pricing of such instruments will not
correspond appropriately to the actu-
al hedge. "The smaller a company is,
the smaller the spread of risk is, the
basis risk is larger and larger."

"I see at some point, maybe it be-
comes more than a small part, but I
suspect (financial alternatives) will

always be supplemental or at least
used in conjunction with some more

'The soft market will

provideatougher row to
hoe for the capital
markels followers,' says
John B. Slites.

direct approach." he said. "All the Act
of God bonds we've seen are struc-

tured that way as well."
Mr. Stites said he is presently in-

PXRE has.

Business Insurance, October 14, 1996 / 63

volved in his first possible deal in-
volving a capital markets component,
a program that is rumored to be look-
ing to the capital markets for $300
million to $400 million in capacity be-
yond $500 million in more traditional
coverage.

He's skeptical the client's coverage
needs will prompt it to tap the capital
markets, however. "Ill believe it
when I see it," he said.

According to Mr. Lane, over the
past two years the volume of both talk
and activity in the risk securitization
area has picked up year by year "so
that this year significant resources
have been committed to this area."

"I now have a file of at least 10 se-

In 1993 - after the six worst years in the history of property catastro-

phe reinsurance - we were offering clients six times more capacity

than we started with in 1988, at the highest Best's rating in our history.

Meanwhile, hundreds of other specialist reinsurers were driven under. Badly burned,

the surviving majors pulled back sharply from short-tail property reinsurance.

Today, we're in a different part of the cycle. But a key question remains. Can you

afford to reinsure property catastrophe, marine and aviation exposures with people

who have never seen what a bad year looks like?

Today and tomorrow, PXRE offers you security that extends far beyond

the reach of our capital The unique security of a proven track record at manag-

ing exposures under the most extreme circumstances. A track record of being there
when clients needed us most.

If you're looking for an "A" rated reinsurer with program capacity in

property catastrophe, marine and aviation lines of up to $20 million,

ca# PXRE. We continue to lead the industry in establishing standards of service, and

can provide both underwriting response and claims payment in as little as 24 hours.

Ask for Michael Bleisnick (Domestic Treaty) or Gordon Forsyth (International

Treaty) in New York, or Alain Tounquet in Brussels.

PXRE REINSURANCE COMPANY

Reinsurance Specialist in Property Catastrophe, Marine and Aviation

NASDAQ: PXRE

USA: 1 (908) 906-8100 Fax: 1 (908) 906-9283

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

curities that have been offered to var-

ious parts of the capital markets," Mr.
Lane said of proposals he has ob-
served. "It's getting to be a thick and
fat file of the various proposals."

One of the major risk securitiza-
tions on the horizon is the anticipated
bond issue to finance the California

Earthquake Authority. "We had
hoped that would be a defining event
this year," Mr. Lane said. "It looks
like we're still going to get those,
though it will be a 1997 time stamp."

While some have suggested that ad-
equate capacity in the catastrophe
reinsurance market will make the

CEA issue unnecessary, Mr. Lane said
the first tranche of those bonds is still

expected to be issued Marth 31. Plans
for the homeowners' earthquake in-
surance facility have called for issu-
ing up to $3.8 billion in "earthquake
risk bonds" to fund an upper layer of
coverage.

Another widely anticipated disas-
ter bond issue is a deal being crafted
by San Antonio-based United Ser-
vices Automobile Assn. and Memill

Lynch & Co. The $500 million deal
would include some sort of provisions
forgiving the insurer for repayment of
principal if it should suffer catastro-
phe losses exceeding $1 billion.

In September, the USAA deal was
reported to have been put on hold,
however, as the peak of the year's
hurricane season arrived. USAA offi-

cials could not comment on the deal.
Much of the interest in those deals

comes from investors waiting to see
how traditional reinsurance compa-
nies respond to the bonds before de-
ciding whether they should get in-
volved in the catastrophe bond
market, Mr. Stites said.

"You stiH have a lot of securitiza-

tion and capital market solutions in
the process of being validated or not
validated by rather traditional rein-
surers," he said,

In the case of the CEA deal, for ex-

ample, "all of the investors who are
sitting outside the insurance industry
are kind of sitting around to see
whether some of the insiders buy,"
Mr. Stites said. "If some of the insid-

ers buy, I think you could see some
progress very quickly."

As with other financial products in
the early stages of their development,
many potential participants in the
markets for financial alternatives to
reinsurance will want to see those

products develop some history so they
feel comfortable with their pricing
and how they respond to events or
market conditions.

"I think it will take a little while be-

fore people decide how much of what
goes where," Mr. Densen said, noting,
for example, that it took five years be-
fore any significant volume developed
in the now massive U.S. Treasury
bond futures market, which has an
average daily volume of $34 billion.

And the market for reinsurance

derivatives and other capital markets
alternatives to reinsurance is new

enough that traditional reinsurers
haven't felt it necessary to mount too
much of a response to the potential
competition, Mr. Stites said.

"There certainly seems to be a po-
tential level of competition between
some of what the capital markets
guys are doing and the larger finite
risk programs," he said.

"Certainly most of the major rein-
surers have increased their activity
around the finite risk covers," he said.

"Many are ecperimenting around the
CBOT, for example" and there may
be a move to broader policy forms
among some reinsurers in response to
the "holistic" approach to covering
risk some of the financial alternatives

offer.

But Mr. Stites said he can't say he
has seen any major activity from rein-
surers to meet a competitive challenge
from the capital markets. "We're real-
ly not that far into it yet," he said. "I
don't think the challenge is serious
enoughyet." ial
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Business is looking up. Your long-term plan is on track. How can you

manage that risk with a single-year risk management program? Centre Re offers

a farsighted alternative-multi-year contracts that provide stable terms and

conditions to safeguard your company from potentially damaging market fluctuations.

Centre Re contracts are broad-based without the traditional exclusions that can

blindside your company with losses from unusual or unpredictable events.

Our clients share in the profits of favorable loss experience, effectively

reducing their cost of risk, often significantly. Ongoing reviews enable our clients

to change coverages as their needs change. These highly customized programs

can be designed to meet a broad range of needs-from general liability coverage

and specialty programs with major companies to managing complex issues such

as environmental impairment liabilities. Before you face another year of contract

negotiations, look into the benefits of long-term protection from Centre Re.

CENTRE RE
INNOVATION IN REINSURANCE

MEMBER OF THE ZURICH INSURANCE GROUP

Bermuda 441-295-8501 · Dublin 353-1-670-0755 · London 0171-816-0816 · New York 212-898-5300
San Francisco 415-222-0420 www.centrere.com Zurich 411-639-9600
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Spotlight report

Financial reinsurers target opportunities in soft market
By DOUGLAS McLEOD

NEW YORK-Financial reinsur-

ers are holding their own in a sof:
market as some ceding insurers
continue to look at alternative

structures for their reinsurance

programs.

Financial reinsurers say they are
focusing on areas where market
softness is less pronounced and are
attracting interest in products that
provide broader financial benefits
to ceding companies than tradi-
tional monoline reinsurance can.

"The market for reinsurance is

getting softer every minute, sc
most of the activity we've seen has
been in the few areas that are not

getting softer every minute, which
are the property catastrophe and
other catastrophe areas," said
David Wasserman, chairman of
Centre Reinsurance Co. of New

York.

Weak reinsurance pricing hasn't
helped financial reinsurance prod-
ucts, market observers agree: Ced-
ing companies have little incentive
to consider alternatives when ca-

pacity for many traditional covers
is plentiful and cheap.

"The financial reinsurance mar-

ketplace has way, way more ca-
pacity than it needs," added Wilis

INSO

T King Jr, chairman and chief ex-
eeutive officer of Willcox Inc.

Reinsurance Intermediaries in

New York.

"As rates soften on traditional

covers, the attractiveness of finite

deals will be less and less appeal-
ing," observed Glenn Hyman, vp
with the finite risk managemen:
unit of CIGNA International im

Philadelphia. "It's forcing the fi-
nite writers to become ever more

creative."

"Reinsurance is really becoming
a financial planning tool for a lot
of insurance companies," said Jon
Roberts, president of Enterprise
Reinsurance Corp., a finite insurer
and reinsurer being formed by
Bermuda-based CAT Ltd. ar_d

Employers Reinsurance Corp.
"Instead of buying (reinsurance)

to protect a particular line of busi-
ness or a particular product ar€a,
companies are buying with the
view of having an ongoing, flexible
reinsurance program that manages
the entire needs of the company in
terms of both underwriting and fi-
nancial objectives," Mr. Roberts
said.

The most pcpular such products,
observers agree, are various forms
of aggregate excess protection that
often are designed to kick in when

urce Services

a ceding insurer's loss ratio ex-
ceeds an agreed-upon level.

The coverage may be triggered,
for example, when a ceding insur-
er's loss ratio exceeds its expecied
loss ratio by a defined amount,

"The objective would be to pro-
ted sh€ overall bottom line of the

ceding zompany," he noted.
Property catastrophe exposures

have recently driven the interest in
these covers, some reinsurance

'Reinsurance is really becoming a
financial planning tool for a lot of
insurance companies,' says Jon Roberts of
Enterprise Reinsurance Corp.

say, five tc 15 percentage poinss,
explained David Koegel, senicr vp
with Gil. & Roeser Inc., a reinsEr-

ance intermediary in New York.
The attachment point is a matter

of negotiation between the ceding
company and the reinsurer, which
would take into account the eeding
insurer's track record in staying at
or below iss planned loss ratjo, he
observed.

These aggregate stop-loss cov-
ers-which may have other zorms
of triggers-an effectively rein-
sure a ceding company's entire
book of business rather than indi-

vidual lines, Mr. Roberts added.

market observers say.
As ceding company retentions

have Lisen in recent years, insurers
have become nnore concerned

abou. accumulations of cat losses

that are not large enough to pierce
catastrophe reinsurance layers but
remain within the insurer's raten-
tion.

Insurers worned about such loss

frequency may combine several
products like aggregate stop-loss
reinsurance for property lines
only » area-specific property rein-
suranee covers and whole-account

progeny and casualty stop-loss
protection, said Ray Dowling, vp

with the integrated reinsurance
risk management unit of Towers
Perrin Reinsurance in New York.

The stop-loss coverage also
shows how the lines have blurred

between traditional and financial

reinsurance products: While it
bears little relation to traditional

monoline treaty reinsurance, it is
also unlike early forms of financial
reinsurance that involved little

transfer of risk.

"I continue to see this type of
business being harder and harder
to define because of the elements

of risk transfer that are in these

products," Mr. Dowling said.
Finite reinsurance products-

like the aggregate stop-loss prod-
uct-have been around long
enough that they have beconne
"conventionalized" and are of-

fered by a wider array of reinsur-
ers, Cehtre Re's Mr. Wasserman
agreed.

"Some portions of it have been
so well defined that it's almost tra-

ditional," he said.

"If you take a traditional rein-
surance contract and put a few
bells and whistles on it, (you have)
'customized reinsurance,3"

Mr.

Koegel observed.
"This traditional vs. non-tradi-

tional (debate) just doesn't make
any sense anymore," he added.
"The issue really is the fragmented
purchase of reinsurance vs. the

See Financial on page 70
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ei to be joimed in the United States
was Gieenwuch Conn -based Rihk

Capital Remsinance Co, a unit ot
Rik Capital Holdings Inc (BI Sept

with 18,1995) In addition Emplopen
Reinsuiance Corp .ind Beiniuda-
bafed CAT Ltd al e planning to es-

CommonwethRis tablish Entei pi ise Reinsuiance
Cop to wl ile finite and financial
reinsuiance and insulance (BI Sept

Leaders in Alternative Risk Financing 16)
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' At least with Risk Capital Re
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compensation. plus Anvbodv el,e would be loss
successjul than Risk Capit.11 Hold-
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"I think itS going to lake another
So forget those old ideas and call 1

maioi event or a change m the evele
Commonwealth Risk ... Leaders in to i eally le-motirate the capital
Alternative Risk Financing. maikets, said Mark W Hinkley, ex-iif.

ecutive vp 01 TIC Reinsur,ince Co in
S-
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For more information, please call It is easier to bup than to build a

Philadelphia, PA (215) 963-1600 book of business todav s.xid Craig
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San Francisco, CA (415) 951-4763 daid & Pool s Col p m New Yolk
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Commonwe-althRiski
sdid
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web http//www comrisk com Hailloid Gioup Inc in Stamfoid,
Conn, agired ' It seems to ine that

thete ar quile enough companies
See Newcomers on page 74
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Newcomers the reinsurance industry, Wall specializing in the insurance indus-
Despite the overc:pitalization in San Francisco investmen: banker

Street and investors still have the :ry. "It would appear as E trat while
percepticn that reinsurers have a :he restructuring (of the· rensuranceContinued from page 70

and that for the immediate future, I
would be more inclined to believe

that there'd be more M&A in the

reinsurance industry's future and
less brand new operations starting
up," with the possible exception of a
specialty company "of one kind or
another," he said.

"I've been surprised before, but I
would think that that is not a likely
near-term scenario because there

doesn't appear to be a significant
level of overcapacity in the world in
the insurance market today," partic-
ularly in the United States, said
Steven H. Newman, chairman and
CEO of Woodland Hills, Calif-
based Underwriters Reinsurance
CO.

John N Gilbert Jr., president of
the New York-based Holborn Agen-
cy, a reinsurance intermediary, also
pointed to overcapacity as a factor.
"There's a lot of capacity out there
right now, and a lot of capital chas-
ing what is probably an overall di-
minished premium income of true
traditional reinsurance as a result.

"I think there will probably be
some attempts to form new organi-
zations, but I don't think there's
going to be a large flow of additional
capital into the marketplace at this
point until something happens to
create a capacity crunch, and then
fresh capital will flow in as we wit-
nessed three, four, years ago," Mr.
Gilbert said.

Another reason startups are less
likely is that an increasing amount
of capital is needed to form new
reinsurers.

"I think it's always possible, but I
think the bar certainly has been
raised," said Michael R. Pinter,
Kemper Reinsurance Co.'s chairman
and CEO.

"The days are long gone when the
new entrant can come into the mar-

ketplace with a minimal amount of
capital and achieve revenue growth.
You have to have a significant
amount of capital to enter the mar-
ketplace today," he said.

In addition, Mr. Pinter said, the
new company must deliver a set of
products as well as services that dis-
tinguishes it from other reinsurers
already in existence.

"I think the prospect of a new
reinsurer without something sort of
definably different about it, a la
Risk Capital Re for instance, seems
-0 me pretty remote," said Mark T.
Hvitdsten, president and CEO of
reinsurance intermediary Minet Re
International Ltd. in New York.

"I think its unlikely that a major
new reinsurer will be formed unless

it has a connpelling and different
story to tell and business strategy,"
agreed Risk Capital Re President
and CEO Mark D. Mosca.

"I think that's why we were sue-
cessfully created, because we had a
very distinctive and. compelling
business plan that distinguished us
from more conventional reinsurers

doing more of the same," said Mr.
Mosca, adding: "What the likelihood
is of somebody coming along with a
distinctive new business plan, I just
don't know."

Still, some reinsurance executives

and analysts warn not to underesti-
mate the ability of some en-
trepreneurs to come up with com-
pelling, creative ideas for a new
enterprise in spite of the prevailing
market conditions.

"I think within a year or so we
could well see some powerful play-
ers trying to do something differ-
ent," said Kaj Ahlmann, chairman,
president and CEO of Employers
Reinsurance Corp. of Overland
Park, Kans. "If there are people out
there with money it might make
sense," he said.

'The days are long gone when the new
entrant can come into the marketplace with
a minimal amount of capital and achieve
revenue growth,' says Michael R. Pinter.

particular insight into how the in-
dustry as a whole works, said James
F. Dowd chairman and CEO of

Odyssey Reinsurance Corp, in New
York.

"There are innovative minds all

the timr ready to start new compa-
nies," said Russell R. Miller, of Rus-
sell 1VIille Corporate Finance Inc., a

industry) seems to be going on that
it might not be the tin€ to start a
new company, out who knows?"

"Innovative people do .nnovative
things at the most inopportune
times, and they succeed» It's a fact,"
he said. "I mean, whc would have

thought whatt happened in Bermu-
da would happen?" Ell

London reinsurers quiet
about market's rates

and overseas investors
By SARAH GODDARD

LONDON-London reinsurers

will talk about anything these
days-except the state of the mar-
ket. Reinsurance executives h: ve

watched rates drop to four-year
lows with no signs of going any-
where but down and are afraid

that loose tongues will push rates
down even further. It's no secret

that London is proving a buyer's
delight, with its mixture of ssiff
competition and plenty of cap:ci-
ty available. The recent burner

years have attracted more over-
seas investors-particularly with
the change in the regulations sur-
rounding investments in Lloyd's
of London-and some high-pro-
file names such as Bermuda's Mid

Ocean Reinsurance Co, Ltd. have

set up underwriting operations
within the London market.

These investors were lured by a
hard market and access to busi-
ness not seen in other reinsurance

centers. Though the market has
softened, with premiums on re-

Continued on next page
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newal last year fal. ing between
10% and 20%, Londen still seems
to attract risks that are not run-
of-the-mi:1.

ThoLgh market executives are
loathe to indulge in crystal ball-
gazing, some are hopeful that the
fall in premium rates is beginning
to slow down.

"Underwriters are beginning to
say thai they won't drop rates any
further." said Peter Thurner, a
reinsirance broker w.th Morgan,
Read & Sharman Ltd. But other

execu:izes are predicting another
fall of about 20% when the rein-
surance renewal season has final-

.y sett_ed a: the end of the year.
The signs seem to be there. As

with last year's renewals, the sea-
son has had a slow start.

"People are holding )ut as long

 bigger reductions," commented anas possible in the hope of getting

insurance analyst. And although
sorr e reinsurers are ignoring the
bait, others are being drawn by
the need for premium income, ei-
ther dropping rates or extending
coverage. For example, "machin-
ery breakdown and boiler explo-
sion (cover) is seeping back into
the property market," said Mr
Thurner. In the last hard market,

reins urers refused to give cover-
age, but now brokers have no
probtem. "People have very short
memories," he said.

Those memories are unclouded

by recent major losses-another
contributing factor to the fierce
competition around the market.
While the loss experience remains
low, few can see any reason for
the market to harden. Ron For-

rest, managing director of Bain
Hogg Group P.L.C. and a veteran
of the U.S. market, points out that
the US. market has remained soft

for many years and shows no sign
of hardening. Why, then, should
London? he asks.

The London reinsurance market

is seeing competition moving in
from the major North American

predictions.
.tlternatively, o:hers think a

couple of major losses will focus
people's thinking. The fire at
MExico' 3 Petroleos Mexicanos gas
processing plant earlier this year

London 'will continue to do well provided
its constituents don't think parochially and
work together to increase the size of the
cake,' says Philip Marcell.

companies.
The depressed domestic rates in

the United States are motivating
them to look elsewhere-to inter-

national business-but this in

turn may depress the internation-
al rates, fulfilling Mr. Forrest's

could r€silt in an insured loss of

up to $300 million, of which
"there is a substantial share in

London," according to Mr. Thurn-
er (EI, Sept. 9).

But tha: on its own will not be

enough-margins will need to feel
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the brunt before a change comes
around.

"Reinsurers are still making
reasonable returns because the

claims experience is good," said
an investment analyst. The return
on capital is looking quite healthy
as a result, he said, but he warned
that it is not; necessarily higher
than the risk the reinsurer is as-

suming.
A repeat of events similar to

those of the late 198Os-including
the 1987 European windstorms
and the 1988 explosion of the
Piper Alpha North Sea oil plat-
form-which brought about the
downfall of a number of London

companies and Lloyd's syndicates
could again have serious conse-
quences for the London reinsur-
alice market.

London is still in the process of
rebuilding its reputation after the
Lloyd's debacle and the company
collapses of the late 1980s and
early 1990s. But Philip Marcell,
chairman of Unionamerica Insur-

ance Co. Ltd. and the London In-
ternational Insurance and Rein-

surance Market Assn., is confident
that it will regain its previous sta-
tus.

"With Lloyd's reconstruction
and renewal now on the path to
completion and the desire of the
London market as a whole to co-

operate in a way so as to produce
the best framework for the pro-
duction and underwriting busi-
ness at the lowest cost, I see no

reason why London should not
continue to be a key market for
wholesale insurance and reinsur-

ance in the future," he said.

Competition emanates from
outside as well as inside the Lon-

don market, and Bermuda is never
far from people's lips when talk-
ing on the subject. But "there is a
well trodden path from Bermuda
to London" when catastrophe
coverages are being discussed, ob-
served Mr. Thurner.

Nevertheless, with highly
specialized lines-"particularly
where real innovation is called

for," London remains the diva,
according to Mr. Marcell.

"London is not dead," he added.
'It is doing well and will continue
to do well provided its con-
stituents don't think parochially
and work together to increase the
size of the cake rather than com-

peting internally for a larger slice
of what might otherwise be a di-
minishing cake."

Others are not so sure. Recently
a spokesman for the Assn. of
Lloyd's Members recommended
unlimited liability members of the
market reduce-or even stop-
their underwriting because of the
severe market conditions.

And investment analysts are
cautious in their recommenda-

tions to buy, despite the bullish
London stock market. One de-

scribed the current state of the

reinsurance market as .grisly,"
while another saw no clear end to

the soft pricing levels.
But Philip Maidens, Syndicate

analysis director at Sedgwick
Oakwood Underwriting Agents
Ltd., pointed out that rate reduc-
tions were hardly surprising bear-
ing in mind the profits coming out
of Lloyd's for the 1993, 1994 and
1995 years of account-$1.60 bib
lion, $1.57 billion and $1.24 bil-
lion, respectively.

"There was a (rate) adjustment
between 1995 and 1996 which was

sensible," he said, He anticipates
further falls across all classes 01

reinsurance in the current renew-

al season, but "I don't expect
them to fall as dramatically as be-
tween 1995 and 1996."

Following the trend of lasl
See London on next page
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London
Continued from previous page
year's renewals, reinsurers are
continuing to write larger lines on
each risk they decide to accept. "It
is get what you can while the mar-
ket's easy," said Mr. Thurner. It is
also seen by many market practi-
tioners as underlining the move
toward "big is beautiful." Only
those reinsurers of a certain size

can compete for the major lines,
and what broker is going to turn
down the opportunity of placing a
large risk with fewer reinsurers of
better security?

Unionamerica's Mr. Marcell

sees the reinsurance market po-
larizing at different ends of the
spectrum rather than rushing
headlong for size.

"If you want to hold yourself
out as a major multiline. .inter-

national reinsurance company in
the future, then the amount of
capital required is very signifi-
cant," he said.

But, "you can survive at lower
levels of capital if you are a spe-
cialist company with a history of

Nevertheless, the predictions
are for consolidation among

London market companies and
Lloyd's syndicates, particularly in
these days of increasing efficiency
and lower costs. And until the

market conditions begin to hard-

'You can survive at lower levels of capital
if you are a specialist company with a
history of expertise and can focus your
writings,' says Philip Marcell.

expertise and can focus your writ-
ings."

There is still a place for the
niche player in rhe reinsurance
market, capitalized between $125
million and $500 million, he said.

en, the smaller players may expe-
rience some pretty lean times.

For many, then, the magic ques-
tion is, when will the market
harden?

Each crystal ball holds a differ-

Symbol of strength

AMSTERDAM . BERMUDA • CHICAGO • LONDON

ent answer: when global reinsur-
ance capacity has fallen, says one
reinsurance executive; when some
serious losses have reminded rein-

surers that they are in a risk busi-
ness, says another, though none
will contest that the current state

of premium rates has helped stave
off the competition for alternative
reinsurance products from other
financial markets.

Analysts are expecting the
turnaround to be slow in this

cycle.
"1998/1999 should see the

change," said one insurance ana-
lyst, though he added that this
may be optimistic. "The ability to
raise capital and come into the
market is speeding up all the
time," he pointed out. "It will
need a couple of big (losses) for a
change in rates. And peop16 will
always step in."

Although the current trading

CNAs reinsurance operations write a

worldwide portfolio of business worth over

$1.3 billion in premium income.
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provider of reinsurance cover to regional companies
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underwriting skills to meet your

reinsurance requirements.

reinsurance group
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200 South Wacker Drive
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Tel: +1 <312) 876 5055 Fax: +1 (312) 876 5152

• MILAN • NEW YORK • ZURICH

conditions are "dog eat dog" ac-
cording to Morgan, Read & Shar-
man's Mr. Thurner, the London
market still has the lessons of the

late 1980s staring it in the face, in
the guise of schemes of arrange-
ments of insurance companies
such as the collapsed KWELM
companies, and Equitas Ltd.,
Lloyd's runoff reinsurer.

"I am quite confident about the
abilities of the London market as

a place where reinsurance is lead
from," said an investment analyst,
"where packages are made up.
The brains of the operations are in
London."

The capital continuing to flood
in from other competing areas
such as Bermuda and the United

States is coming to London for a
reason. "It has the infrastructure

and the expertise to be a good ,
global center," explained the ana-
lyst. le'
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INSURINCE

OVERLOID

SYSTEMS

Plentiful capital may drive
cat consolidation in Bermuda

By GAVIN SOUTER

roperty catastrophe

P
reinsurers in Bermu-

da could soon con-

tract the consolida-

tion fever hitting
other areas of the

reinsurance industry, observers
predict.

Some symptoms already showed
up in the bidding contest that pre-
ce(led ACE Ltd.'s purchase of
Tempest Reinsurance Co. Ltd.
earlier this year (BI, June 10). And
the buying bug will likely infect
other companies there within a
year, some analysts predict.
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In 1976, we co-founded the

Stop-Loss industry.

We are still today one of its largest providers.

The many long-term relationships we've

developed over the years are a matter of great
pride to us - and there are reasons for that fact:

- We happen to love the business we're in,
no problem is ever too basic,

no problem ever too challenging;

- For us, every problem is special, every
client is special; every product we create is

'customized' to the unique particulars of the
problem in question;

- A problem well solved is often the
reward of dogged persistence. To that end,

all our offices are conveniently

equipped with electric lights.

In our case it's really true that time flies
when you're having fun.

R.E. Moulton, Inc.

50 Doaks Lane • Marblehead, MA 01945 • Corporate Headquarters: Tel (617) 631-1325
Fax (617) 631-2163 / Underwriting: Tel (617) 6394055 • Fax (617) 631-2119

The driving force behind the
predicted consolidation is one of
the strengths behind the success
of the Bermuda property catastro-
phe reinsurers: capital.

When the eight reinsurers set up
in 1992 and 1993, they had hun-
dreds of millions of dollars in

pristine capital that enticed many
clients seeking secure reinsurers.

Behind that capital were many
sophisticated investors hoping for o
large returns; those hopes were
fulfilled, thanks to the high pre-
miums and few losses the market

enjoyed for the next three years.
The Bermuda catastrophe rein-

surers wrote about $1.7 billion in

combined gross premiums in 1995.
They also had low combined ra-
tios. For example, Mid Ocean
Reinsurance Co. Ltd., which has a
longer history than the other com-
panies, still only posted a com-
bined ratio of 80.8%, and Partner
Reinsurance Co. Ltd. had a com-

At least one of the

reinsurers on the island

will likely acquire or
merge with another,
several analysts say.

bined ratio of 39.7%.

However, with catastrophe
reinsurance rates falling, those
same investors will be pressing
the reinsurers to find other ways
of shoring up a dwindling return
on equity, analysts say.

One way of doing that would be
for one catastrophe reinsurer to
buy another, they say.

But with many of the catastro-
phe reinsurers already writing
similar and often the same ac-

counts, there could be little incen-
tive to take over a competitor,
some say.

Alternatively, reinsurers could
diversify, or increase stock buy-
back plans or other capital return
methods already implemented by
some of the companies, they say.

But at least one of the reinsurers

on the island will likely acquire or
merge with another in Bermuda,
several analysts say.

Analysts agree that the most
likely candidates are the smaller
reinsurers. The most often cited

were Global Capital Reinsurance
Co. Ltd.; International Property
Catastrophe Reinsurance Co. Ltd.;
Renaissance Insurance Co. Ltd.;
and LaSalle Re Ltd.

The other smaller catastrophe
reinsurer, Cat Ltd., is privately
held and thought unlikely to be
sold by its owners. Mid Ocean and
Partner Re are considered too

large.
In 12 months' time there will

likely be fewer catastrophe rein-
surers on Bermuda, said Peter

Wade, vp at Lehman Bros. Inc. in
New York.

"I firmly believe that we will
have at least one fewer Bermuda

catastrophe reinsurer than we do
today, and it will be due to a
merger or acquisition," he said.

Several of the reinsurers have

significant investors that are fi-
nancial companies with little
other interest in reinsurance, Mr.
Wade said.

Those investors will see little

strategic advantage in holding an
investment in a company where

See Bermuda on page 80
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returns are declining and willlikely
want to redirect their capital into
another area, he said.

However, the reinsurers can only
release a limited amount of capital
back to the investors; otherwise,

they will fall below the ever-in-
creasing capital requirements of
reinsurance buyers and rating
agencies, Mr. Wade said.
"So you find you need $500 million
in capital to stay in business
but you don't have the earnings to
support it and generate high
enough returns," he said.

There are some compelling busi-
ness reasons for a merger, agreed
John H. Snyder, senior vp at A.M.
Best Co. in Oldwick, N.J.

"It is a very tough market, and al-
though the companies like to feel
that they have unique products and
services, for most buyers it is a com-
modity-type product," he said.

With the absence of large catas-
trophes, the resurgence of Lloyd's
of London and the growth of Euro-
pean reinsurers interested in catas-
trophe business, the pressure on
Bermuda reinsurers will only grow,
Mr. Snyder said.

And that pressure on rates could
lead to lower profits and dissatis-
faction among investors, he said.

Then an option could be to take
over another reinsurer and write

more business without greatly in-
creasing capital, Mr. Snyder said.

The continued flight to quality
could also lead to consolidation

among the catastrophe reinsurers,

said Susan P. Spivak, vp at Donald-
son, Lufkin & Jenrette Securities
Corp. in New York.

With the accelerating capital re-
quirements of cedents and the
abundance of capacity, smaller
catastrophe reinsurers in Bermuda
may lose business to the larger rein-

some business, so you may end up
with only one and a half," said
James N. Stanard, chairman, presi-
dent and chief executive officer of

Renaissance Re.

Reinsurance bdyers like to spread
their risks among a wide variety of
reinsurers, so they might withdraw

'If you can get the coverage you want
from one of the better capitalized
reinsurers, you might not want to go to one
of the smaller ones,' says Susan P. Spivak.

surers on the island, she said.

"If you can get the coverage you
want from one of the better capital-
ized reinsurers, you might not want
to go to one of the smaller ones,"
Ms. Spivak said.

Therefore, strategically it could
make sense for two of the smaller

catastrophe reinsurers to unite, she
said.

But other factors could keep the
reinsurers independent of one an-
other, some observers and reinsur-

ance executives say.
The executives themselves are

often entrepreneurial and fiercely
independent and would resist being
pushed into deals that might dimin-
ish their roles, and practical busi-
ness reasons could also stand in the

way of a merger, they say.
"The theory of consolidation

makes sense, but in practice when
you merge two companies you lose

some business from a merged com-
pany, and the different underwrit-
ing standards of the acquiring com-
pany may lead to a rejection of
some of the business underwritten

by the acquired company, he said.
Few of the companies would see a

significant reduction in costs if they
merged with or bought another
reinsurer, said Jay Cohen, insur-
ance analyst a: Morgan Stanley in
New York.

"Most of them only have 15 to 20
people, so if you combined two of
them you would not have many re-
dundancies," he said.

Also, many of the reinsurers on
Bermuda are writing very similar
books of business, so they may not
benefit from an acquisition, Mr.
Cohen said.

Most of tne large property ac-
counts are shown to all the catas-

trophe reinsurers in Bermuda, and

if they reject one it is usually be-
cause they want a higher rate, he
said. So if they want to increase
their premium volume they could
do it by dropping their rates rather
than acquiring a rival.

"Most of the companies get to see
all of the business anyway, so they
could write the business and not get
the price they want so they would
be buying the business in another
way," Mr. Cohen said.

The duplication of business
would deter Partner Re from buy-
ing another catastrophe reinsurer in
Bermuda, said Executive Vp Gra-
ham Dimmock.

"We would simply be adding to
our own accumulations, and be-
cause of our strict rules on the rela-

tionship between capital and expo-
sure, we would not do that," he
said.

Although, Partner Re has $1.3
billion in capital it is not signifi-
cantly overcapitalized because it
also has extremely large exposures,
Mr. Dimmock said.

However, in February the compa-
ny did begin a share buyback
scheme. So far 4.5 million of the 5

million shares authorized have been

bought back.
The ownership of some of the

companies also could stand in the
way of consolidati6n, said an ana-
Iyst who refused to be identified.

For example, CNA Insurance Co.
owns a significant part of LaSalle,
and American International Group
Inc. owns a significant part of IPC.
"They use their parents to get a lot
of the business, so they could lose
that advantage if they were taken
over," the analyst said.

A more likely scenario would be
for a European reinsurer to buy a
Bermuda reinsurer, the analyst
said, noting that tax regulations
stand in the way of U.S. reinsurers
buying a Bermuda company.

The interest of European reinsur-
ers in foreign business could lead to
the purchase of a Bermuda catas-
trophe reinsurer, agreed Ms. Spivak
of DLJ.

"You could have a foreign buyer
who is not active in the cat market

and looking for ways to access more
U.S. business," she said.

Although there could be pressure
for some consolidation, an alterna-
tive to mergers and acquisitions
would be the continued diversifica-

tion of business written by the
Bermuda insurers, said Victor

Blake, chairman, president and
CEO of LaSalle Re.

"LaSalle was formed with a mul-

tiline mandate and we shall be di-

versifying into other lines with the
same low-frequency, high-severity
characteristics," he said.

About 12% to 15% of LaSalle's

business is not property catastrophe
reinsurance, and that amount will

likely double over the next 18
months, Mr. Blake said.

Nevertheless, some reinsurers in

Bermuda may still elect to consoli-
date, he said.

"You have $4 billion in capital
when maybe $2 billion would be
enough. Some companies are buy-
ing back theif shares or growing by
diversification so that situation is

being addressed gradually. If you
need to address it more quickly,
then one way is through consolida-
tion," Mr. Blake said. ini
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Life and health reinsurance stays competitive risks at the same time they are try-
ing to manage costs, she said

Opportumties in managed care
reinsurance are looking more

By ROBERT KAZEL cal care, but now they are learning managed care operators are be- said But the emergmg market lS promising as the managed care
how to manage the nsk " coming more aware of identifying charactenzed by stronger interme- system is restructured by market

C
ompetition contin- With keen interest, the reinsur- and protecting themselves from diaries with larger sales forces who forces and power increasingly
ues to mark the ance industrv is watching as physi- are assisting in marketing shifts to the medical profession,

health and life rein- cians align themselves with HMOs The challenge for the reinsur- which actually is providing the
surance industnes, and design :heir own physician- Physicians are educating ance market of today is to under- care, said Jeff Hart, president of
but so does innova- controlled businesses in an effort stand providers' risk issues and to New York-based Swiss Re America
tion Health and to regain some control of health

themselves about the spport them, counseling them Inc

life reinsurance companies are care delivery These organizations business of managed w--h expert advice as a true part- Swiss Re, which primarily

adapting to a persistent atmo- may not be as well-funded as tra- ne i on the risk levels they face, Ms writes life reinsurance, will likely
sphere of heated rivalry and low ditional HMOs but need reinsur- cale and insurance, says Johnscn said "The provider must, become more interested in health
prices with a multi-faceted strate- ance and related services as well as Bob Hodge. when entering into a capitated reinsurance over the next five to
gy of rmning traditional customers information on financial liability contract (structure), know what 10 years as HMOs grow more sta-
for more business, identifying new "Physicians are very rapidly edu- types of patients they must see and ble and doctors, learning they
markets m the United States and eating themselves about the bum- what r-sks they are equipped to must protect their business inter-
reaching out in Latin America and ness of managed care and the bum- nsk, whereas before, many thought manage," she said The burden on ests as well as practice good
Asia ness of insurance," said Bob they could handle the nsk on their rei.surers, in turn, is to make an medicine, learn about what rein-

For many health reinsurers, the Hodge, senior vp of H S Fox Corp own, said Mr Hodge In the past, etfort ti understand "the monu- surers can do In the meantime,
unpredictability of the market and of Dallas, a life and health reinsur- some in managed care also have mertal challenges that providers Swiss Re has little choice but to
falling pnces are a reflection of the ance broker simply been unaware that reinsur- are faced with" in a new environ- get involved in the health side
primary managed care market, At the same time, traditional ance was available to them, he ment in which providers are taking See Life on nezt page

which for years has been edging
out traditional indemnity as the
typical reinsurer's favored target

t

Health reinsurers, once reliant

upon the traditional fee-for-ser- 3, 6, 2
vice insurer world, have aligned b.%63.*L '831 / 5
with health maintenance orgamza-

fas --'

tions and in many cases slashed Global claims
prices for the privilege of holdmg t» .v,,

on to those relationships
"It's pretty clear that the man-

aged care market lS here and here I management
to stay for a while," said Claudia
Johnson, vp of marketing of /2 7 .

Philadelphia-based CIGNA Re As brought down
Medicare and Medicaid recipients

thave begun to flow increasingly 3346
into managed care risk programs,
some of that risk in turn iS being b,•.

to earth
covered by enterprising health
reinsurers At the same time, the

market is starting to see more self- You are a major international business.
insured employers take their bum-
ness to HMOs in pursuit of better 'Z%''i , You operate worldwide. Your pace
prices, reducing the number of em- of change and systems integration is
ployers seeking stop-loss coverage accelerating. You need a claims
This is not offset fully by the in-

i=

crease in reinsurance demand bb management partner who can run
HMOs, which lS unfortunate for with you now.
reinsurers, said Ms Johnson,
though reinsurers have by no Operating from over three hundred
means given up on the self-funded 4

employer market offices worldwide, McLarens Toplis
"I would say employer stop-loss offers a global solution to claims

is still a hot market," she said '3+4 management. We back a strategic
Group medical reinsurance pre- , r wl

mium volume increased roughly partnership approach with:
6 3% from 1995 to 1994 industry- 4

wide, according to an annual sur- • the technical flexibility to Integrate
vey conducted by CIGNA Re with your systems

While some reinsurers have used 1 -- , r,11 1_

price slashing as a pnmary weapon • the resources to meet your

in fighting competitors, other rein- requirements
surers are seeking an edge by si-
multaneously following several
strategies foreign expansion,

• a proven track-record that speaks
for itself

strengthening of distribution chan- *i,:
nels, development of innovative For a single standard of claims
products or services such as under- management, globally, talk to us now.
writing consulting, and joint ven-
tures with both traditional and un-

conventional partners
The changing nature of the med- Richard E Gray

ical marketplace, specifically, iS McLarens Tophs

creating crucial changes m the cus- 1200 Ashwood Parkway, Suite 434

tomers that reinsurers serve and Atlanta, GA 30339

the types of marketing in which Tel (770) 392-0058 Fax (770) 396-8770

reinsurers engage
Toll Free 1-800-880-2219

For instance, as providers such
t

as hospitals, physician-hospital or- Alex M Gargolinski

ganizations and independent prac- McLarens Tophs

tice associations take on growmg 1 Ibex House, Minories, London EON 1DY

.'responsibility for patient care, Tel (0171) 481 3399 Fax (0171) 481 3554

 reinsurers are learning to identify
them and educate them about the World Wide Web

need for reinsurer services Unable http //www MCLARENSTOPLIS COM

to rely on actual growth in the di-
' rect insurance marketplace, rein-
' surers are gearing up to stimulate

demand for reinsurance wherever lilliMcLARENS
 possible by creating new aware-
 ness of need

"As more providers enter into TOPLIS
these (managed care) agreements,
they're really grappling with man- GLOBAL CLAIMS MANAGEMENT
aging that risk," Ms Johnson said
"Not only are they providing medi-
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Mercantile & General Reinsurance

Co. Ltd., whose planned acquisition
by Swiss Re was announced this year,
is a leader in group medical premi-
ums. The merger is awaiting approval
from goveillment agencies.

Reni Nellich, chief operating officer
of Mercantile & General Life Reas-

surance Co. of Canada in Toronto, a
unit of London-based M&G Re, sees
the merger with Swiss Re as culm>
nating a long period during which the

health reinsurance market has been

unduly competitive, medical inflation
hEs been low and pricing has been
kept unreasonably low regardless of
the actual claims experience of
clients.

Provider excess reinsurance--cov-

erage to protect providers from a very
large claim or several extensive
c.aims at one time -paiticularly for
doctors in capitated envir,nments,

tas not been priced appropnately,
End "the industry is still learning to
deal with this product," Ms. Nellich
s aid.

Reinsurance marketing teams are

'We have continued to see predatory
pricing in the provider excess part of the
business,' says Jon E. Bjorlie, with ReliaStar
Life Insurance Co.

vying for the large_y untapped mm·ket
fo excess reinsurance to providers,
many of which are in states that cio
not regulate shem as risk-takers, >afd
Jon E. Bjorlie, rnanaging directc of

managed care reinsurance with Re-
liattar Life Insurance Co. of Min-

neapolis.
"We certainly have more call-icis

than we did a couple of vears ago." he

4I

. D

said. Capitated managed care or'gani-
zations, PHOs, hospitals and physi-

cian groups are looking for coverage,
and ReliaStar and its rivals are ag-
gressively seeking customers "at least
through 1997, until the market hard-
ens," Mr BjoI·lie said. The tightrope
act js learning how to thrive in a high-
ly crowded field without slashing
prices as a marketing tool.

"We have continued to see predato-
ry pricing in the provider excess ])art
of the business," Mr Bjorlie said.
"They want to grow quickly. They
want market share." That is truest for

HMO reinsui·ance, with some reinsur-

eIs offering "I·eally cutthroat rates"
this year to managed cme companies,
he said. The trend can't continue in-

definitely, he added, predicting a
shakeout of the market next year.

"I think by mid-1997 they will start
pricing more sensibly," he said. "By
'98 I think that it will be a very new
market."

Life reinsurers in 1996 have contin-

ued a recent trend of increasing cov-
erage of foreign customei·s "The
North American market is one of the

mo·e mature niarkets, and I think our
margins as a market are the thinnest
on the globe now," said MI'. Hart,
Profit mal·gins in European markets
are wearing thin, too, he said, pushing
U.S. reinsul·ers to explore more lucra-
tive options in Southeast Asia.

St. Louis-based Reinsurance Group
of America Inc., primarily a life rein-
surer, sees strong opportunity for
growth in international markets and
has been committed to seeking for-
eign business since about 1993, said
A. Greig Woodring, president and
chief executive officer. "By simply
following into these markets, the
growth rates tend to be large," he
said. "The potential for growlh even-
tually will be big in international
markets." Seventy percent of RGA's
business continues to be in the United

States, however; 10% is in Canada.
The introduction of reinsurance to

many nations is slow because primary
insurance is so new there, and be-
cause of the lack of freedom often cre-

ateci by i estrictive regulation in many
developing nations, Mr. Woodring
said.

Nonetheless, opportunities abound
now in Argentina, Chile, Mexico,
Hong Kong, Japan, Malaysia and
Australia, he said

Life reinsurers also are looking to
offer more profitable ancillary ser-
vices to customers because contracts

for life r·einst»u·ance al·e long-term
with no chance to reprice. At the same
time, reinsurei·s are watching long-
term mortality rates decline in the
United States, lessening demand for
coverage among insurers.

"Price levels have dropped a little
faster than most (expectations) in the
last five years, so there has been a lit-
tle bit of squeezing" he said. "Ratio-
naily. there should be some consolida-
lion. What it should be I don't know.

But there really is too much competi-
lion for the size of the industy."

But RGA's premiums still have
grown about 15% for each of the past
two years, he said. "There's growth in
the reinsurance market in the U.S.,"
he said. New opportunities also are
emerging for r·einsut·ers in the wake of
the recently passed Kassebaum-
Kennedy bill, which established tax
deductions for U.S. ernployers that
create long-term care insurance pro-
grams for employees. Ceding conpa-
nies offering this benefit will seek out
reinsurers to cover them for loss, some
in the industry predict.

"The playing field changes to some
extent because of Kennedy-Kasse-
baum." said Paul V. Polachek, senior
vp and chief opei·ating officer of
group reinsurance for Chicago-based
CNA Insurance Cos.

Reinsurance companies are watch-
ing potential demand for LTC insur-

See Life on nert page
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Life MEWA 24-hour coverage to employers that • The IPCMEA interna:ional Local 100, two purported unions af-
did not have standard workers comp "union" formed by Messrs Wolfe, bliated with the spmoff trust
coverage, insured several thousand Lee and Wesley, and its locals Pro- The Labor Department charged

Cont:nued from preutous page Continued from page 2 workers nationwide, most with fessional Craft & Mamtenance Em- that the plans' operators never set
ance carefully, and it has becorne IPCMEA Trust was formed m small employers, according to the ployees Local 1 and Local 100 adequate reserves or calculated pre-

an often-talked about topic m the 1993 and offered health benefits to Labor Department • Amencan Service Contractors miums to ensure that the plans
industry But certain aspects of employers whose workers joined By the summer of this year, Assn, operated by Mr Launa and could prowde thepronused benefits
reinsunng LTC give pause to health IPCMEA's unton "locals " The trust, though, the trust had collapsed and Mr Sutfin, and Amencan Assn of None of the purported unions or
reinsurers accustomed to short- which the Labor Department said is the Labor Department filed suit to Service Profess.onals, heaced by Mr employer groups had any meaning-
term contracts "Reinsurance for actually a multiple employer wel- place itt in the hands of an indepen- Kennelly Both are purported em- Eul purpose other than to help mar-
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some say "There's a lot of interest
in LTC insurance, but nobody's
writing a lot of it," said Fox's Mr
Hodge
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4 well serve as the foundation of rein-

t.

surers' future, perhaps gradually 4 e
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the LTD market and the integration

"Both sides of the industry (hfe
and health) are looking at 24-hour
coverage," said Mr Brocket
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Trusts
Continued from previous page

The defendants also diverted em-

ployer contributions to themselves or
companies they owned, disguising the
payments as union dues, association
fees and commissions.

Trust expenses, which should have
totaled about 15% of contributions,
ranged from 21.5% to nearly 56%,
amounts the government labeled
"egregious."

Around July 1, Messrs. Wesley,
Kennelly and Lee broke with Mr.
Wolfe and set up PEAA Trust and the
"new" Locals 1 and 100, the Labor
Department alleged. They then ad-
vised employers to send contributions
to the new plan, leaving the old trust
with only "rninimal" income, the de-
partment charged.

As of Aug. 31, the two trusts had
combined assets of about $529,549
and liabilities estimated at $4.1 mil-

lion, leaving a $3.6 million shortfall,
according to a report by the liquida-
tor. The report also noted significant
difficulties separating the assets and
liabilities of the two plans.

In his Oct. 2 order, Judge Coar cre-
ated a single estate, merging the
claims, assets and liabilities of the two
trusts.

In an earlier Aug. 23 injunction,
Judge Coar also preliminarily barred
Messrs. Wolfe, Lee, Wesley, Kennelly
and Lauria and Ms. Espisito from act-
ing as fiduciaries or service providers
to benefit plans governed by federal
law. Mr. Kennelly was allowed to sell
insurance to such plans as long as he
complies with state and federal law.

Meanwhile, some of the trusts'
business may already have found a
new home: AIA Inc., a Blytheville,
Ark., producer for PEAA Trust, noti-
fied employers in an Aug. 29 letter
that it had arranged replacement cov-
erage with yet another union-spon-
sored trust through Thorndyke Inter-

national Inc., a Novato, Calif., imer-
mediary.

The Illinois Insurance Department
hit Thomdyke with a cease and desist
order in May after finding that it had
sold self-fundedhealth plans to about
550 employers without setting up any
of the trusts required to fund benefits
(BI, July 22).

John B. Hyde, Thorndyke's prem-
dent, was hit in 1989 with a $1.8 mil-
lion fraud judgment in his personal
bankruptcy filing in California.

In addition, officials of two compa-
nies that provided claims and other
services to Thomdyke-Martin
Levine and Donald K. Anderson-

previously helped operate a failed
welfare fund sponsored by another
allegedly bogus labor union. The
Labor Department later won ccnsent
orders from the two men baITing
them from acting as fiduciaries or ser-
vice providers for federally regulated
benefit plans. (BI, May 18, 1992).

In its Aug. 29 letter, AIA notifies

The Sixth

World Captive
and Alternative Risk Financing Forum

members of the PEAA Trust that"we

have secured a new health and wel-

fare benefit plan with Local 122," a
purported union that the letter does
not identify further.

The benefits, identical to those pro-
vided by PEAA Trust, will be provid-
ed by Health & Welfare 'Ihist Fund
Inc. Health Benefits Thlst, which the
letter describes as a Taft-Hartley
union trust governed by a board of
trustees.

The letter provides no further infor-
mation about the trust or its trustees,

other than to say the trustees are not
affiliated with the IPCMEA or PEAA

trusts, Professional & Affiliates Local
1 or AIA.

"This is being set up for a Sept. 1,
1996, effective date so you will expe-
rience no break in coverage. Your
continuity will remain constant," AIA
tells its clients.

Neither David Abbott, AIA's prin-
cipal, nor Mr. Hyde could be reached
for comment. Ell

Captives
& Beyond
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SUNDAY, NOVEMBER 17 TO WEDNESDAY, NOVEMBER 20,1996 - TURNBERRY ISLE RESORT & CLUB, AVENTURA FL

This year's program includes
general sessions, round table discussions
and workshops on the following:
• Special captive basics seminar
• Captive owners round table

• New risk financing alternatives
• Tax factors

• Rent-a-captive: Why buy when you
can rent?

• Latin American captive developments

• Strategic risk financing

• Investments: Extending the traditional
portfolio

• Aggregate stop-loss and finite covers

• Market update: London, Europe,
the United States and Bermuda

• Reinsurance and fronting
• Health care issues

• The entrepreneurial approach to captives

• Captive case studies - four seasoned

veterans tell how and why

• Plus, meet the experts from the captive

and alternative risk financing marketplace
in an inviting exhibit arena

For a brochure, contact Judith Harrington, WCF Conference Director
Phone: 612-928-4659, or Fax: 612-929-1318

Registration includes all sessions,
continental breakfasts, lunches,

receptions, pool party and workbook
materials, plus access to the exhibit hall.

• $1,200 Full registration

• $975 For second and subsequent
registrant from same company

• $975 Risk manager's full registration

{no additional discounts apply)

• $2,000 Exhibitor's fee (space is #mited,

available on a first-come, first-served basis)

m Plus, optional World Captive golf and
tennis tournaments

Superfund
Continued.from page 2
this district court has ruled differ-

ently," she said.
"Retroactivity issue is what the

justices were most interested in,"
said Olin Corp.'s lawyer, Michael
W. Steinberg, a partner in the law
firm Morgan, Lewis & Bockius,
L.L.P. in Washington.

Two insurance industry ob-
servers said that Appeals Court
Judge R. Lanier Anderson III did
most of the questioning.

"Judge Anderson started off ask-
ing 'where is the language that
demonstrates this retroactive in-

tent?'," said David Farmer, senior
vp-federal affairs in the Washing-
ton office of the Alliance of Ameri-
can Insurers.

"The case was well-argued on
both sides. Both the government
and Olin's counsel were well-pre-
pared. The judges, particularly
Judge Anderson, asked a lot of
questions that I thought were on

'Clearly, the most
favorable outcome would
be if tie law is declared

unconstitutional,' David
Farmer says.

point," he said.
"Judge Anderson was very ag-

gressive in his questioning. "It
looks very much as though he has
an open mind," said John G. Ar-
lington, senior counsel and vp of
the American Insurance Assn. in

Washington.
Both the Alliance and AIA filed

briefs supporting Judge Hand's de-
cision with the appeals court.

Mr. Arlington said the fact that
the court engaged in the rare ac-
tion of allowing both sides an addi-
tional 10 minutes to present their
arguments underscored the judges'
interest in the case.

"The first thing that struck me
was it was very unusual that the
court on the spot extended the time
for arguments for each side. That's
highly unusual. The court must be
intensely interested in this case,"
he said.

Messrs.. Farmer and Arlington
stressed that no one should at-

tempt to guess how the court will
rule based on the Oct. 4 hearing.

Mr. Farmer pointed out that "the
court could rule in a variety of
fashions, all of which I believe will
be helpful to supporters of re-
form."

"Clearly, the most favorable out-
come would be if the law is de-

clared unconstitutional, because
there is no clear statement of

retroactive intent," he said. A deci-
sion only upholding Judge Hand's
commerce clause argument, would
of course be "less sweeping but
would cut toward supporters of re-
form," said Mr. Farmer.

"If they reject the arguments, I
would think Olin would continue

to pursue the case to the Supreme
Court. That being the case, it
would keep the issue of Superfund
alive and in the public domain. All
along, there are going to be other
defendants in other district courts
who are going to challenge this law
on constitutional grounds."

Ms. Schiffer asked the court to

rule as quickly as possible on the
case.

ALA'y Mr. Arlington noted that
while the 11th Circuit has general-
ly been handing down its opinions
three to four months after oral ar-

guments, there is no guarantee that
will be the case in regard to
US. us. Olin. iN
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California
Continued from page 1

Under propositions 214 and 216,
group premiums could rise by 15%,
said Jim Barber, a forum speaker who
opposes the measures. He is president
and chief executive officer of Los An-

geles-based Healthcare Assn. of
Southern California, a trade organi-
zation representing hospitals and
provider groups.

"Fifteen percent is not out of range,
and that could be low as far as what it

would cost us employers," agreed
Monica Desmond, secretary and for-
mer chairwoman of the Employers
Health Care Coalition. Ms. Desmond
is also director of corporate benefits
for Pasadena-based Avery Dennison
Corp, a manufacturer of adhesive
materials and other office products.

"Most employer coalition members
agree the two ballot measures are not
a positive way to influence health care

in California," she said in an interview
after the forum.

A business group, Taxpayers
Against Higher Health Costs, has esti-
mated that the two measures would
cost California employers between
$1.3 billion and $2.7 billion in 1997.

Proposition 214 would prohibit
HMOs and other medical companies
from firing doctors and nurses with-
out just cause. It is backed by the Ser-
vice Employees International Union
and the American Assn. of Retired
Persons.

Proposition 216 differs greatly from
214 in that it is much broader and
more complex. It was placed on the
ballot by the California Nurses Assn.
and Harvey Rosenfield, a Ralph
Nader ally and author of the state's
controversial 1988 ballot initiative,
Proposition 103.

While Proposition 214 does not call
for tax increases, 216 would tax
health care organizations to pay for its
implementation and to pay for an in-

5

dependent consumer association to
monitor health insurer practces.
Health care companies would be
taxed for what supporters call execu-
tives' "excessive compensation." It
would tax companies that merge,
close hospitals or reduce the number
of beds under their management, po-
tentially raising hundreds of millions
of dollars annually.

The proposition also would prohibit
increases in medical insurance premi-
ums, copayments and deductible un-
less companies can show they are fi-
nancially necessary. Amending it
would require a two-thirds majority
vote by the Legislature.

"The reason vie do that is the insur-

ance industry is very powerful," Jamie
Court, director of Consumers for
Quality Care. said during the forum.
Consumers for Quality Care is a Los
Angeles-based gwup backing Propo-
sition 216, Without the two-thirds re-
quirement, legislators lobbied by jn-
surers could dilute the measure. Mr.

BETTER
Your

big
business

needs

big
capacity...

CNA
and

Sherwood.

1 j

Court said.

Another speaker for Consumers for
Quality Care told the audience anec-
dotes of HMO patient abuse. "People
are dying. We have stories to prove it,"
said consumer advocate Elaine Burne.

But members of the Los Angeles
employeis coalition attending the
forum were not swayed by such argu-
rnents.

Nor were they swayed by Maury
Weiner, chairman of a health commit-
tee for AARP, which backs Proposi-
tion 214 but not 216. He said legisla-
tion recently signed by California
Gov. Pete Wilson outlawing gag rules
is "clearly intended to undermine the
provisions in Proposition 214."

Employers have taken their own
measures for improving quality as
well as reducing health care costs, M
Angelina Guirindola, chairperson of
the employer coalition said after the
forum For example, employers now
ale requiring health plans to include
performance guarantees in purchas-
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ing contracts.
The two proposit:ions amount to a

walk backward because they would
undermine many of the gains employ-
ers have made through contracting
with managed calf companies, Ms.
Guirindola said. She is also vp of em-
ployee benefits for California Federal
Bank in Los Angeles.

While coalition leaders said after
the forum that their organization will
oppose both measures, the California
Public Employees Retirement System
is supporting Proposition 214 but op-
posing 216. However, CalPERS,
which purchases health insurance for
1 million state employees and depen-
dents, has not released a statement
explaining its stance, a spokeswoman
said.

Observers say the two propositions
have failed to perk voter interest. Ad-
ditionally, having two similar mea-
sures on the ballot is likely to confuse ,
voters and thus encourage a no vote
on both, observers say.

Proponents also charge that oppo-
nents have sought to further confuse
the issues by sponsoring television
and radio advertisements attacking
the propositions jointly. The adver-
tisements have been financed by Tax-
payers Against Higher Health Costs, a
coalition of health care companies
The advertisements are products of
the Los Angeles-based political eam-
paign management agency Goddard
Claussen/First Tuesday. Goddard
Claussen was responsible for the
"Harry and Louise" advertisements
that attacked President Clinton's

health care program in 1993.

Companies
fight measure
on securities

litigation
By ROBERTO CENICEROS

President Bill Clinton and Robeit J.
Dole might diverge on most issues,
but as one television advertisement

airing in California points out, they
both agree

ballot mea-

that a state

sure propos-
mg to set
new stan-

 dards for se-
eurities liti-

gation is bad
for business.

It's a mes-

sage that the
state's high-
technology

and biotechnology companies along
with some national securities and ac-
counting companies are helping fi-
nance in an attempt to defeat Proposi-
lion 211-which seeks to prohibit
corporate executives from making
misleading statements about future
earnings.

Observers on both sides say it is
aimed at circumventing the federal
Securities Litigation Reform Act of
1995 by making it easier to sue and
win in state court (BI, Jan. 8; and see
stoiy, page 100).

And just in case the proposition re-
ceives voter approval, some compa-
nies that could face increased expo-
sure to shareholder lawsuits are
already taking risk management
steps, such as curtailing announced
business forecasts that could be used
against them in future suits.

For example, Intel Corp, the
Santa Clara, Calif.-based com-
puter chip manufacturer, announ-
ced last week that it canceled an

upcoming meeting with stock ana-
lysts, and the company's third-

Continued on nartpage
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quarter report due out today will be
missing a customary page outlining
the outlook for the following quarter.

Such measums are prudent because
even though polls show potential sup-
porting votes lagging opposing votes
by about 5%, nearly 40% of the state's
voters remain uncertain on the mat-

ter, an Intel spokesman said.
Intel is among the many Silicon

Valley companies that so far have
helped amass a $26 million dollar war
chest to defeat the measure. Like

other high-tech companies, Intel has
fended off numerous shareholder

lawsuits. In fact, since 1991 it has
been sued 13 times, even though the
company's stock has risen in value
ninefold. And though none of those
suits has made it to court, they have
cost millions of dollars to defend

against, the spokesman said.
High-technology companies are

susceptible to suits filed by plaintiffs
attorneys because their stocks experi-
ence market swings as new ideas and
products emerge, Proposition 211 op-
ponents say.

But it's not just stock price swings
that touch off shareholder suits, pro-
ponents of the proposition argue.
They say other factors, such as fraud-
ulent financial statements that inflate

prices and are followed by insider
trading, bring on the suits.

"(Proposition 211 is) necessary be-
cause politicians at the federal and
state level are repealing investor pro-
tections that have existed since the

stock market crash of 1929," said a
spokesman for Los Angeles-based
Citizens for Retirement Protection

and Security, which is funded by
plaintiffs' attorneys who sponsored
the measure.

"The U.S. Supreme court and state
supreme court here have made deci-
sions m recent years that have weak-
ened investor protection," the
spokesman said. "Congress passed the
securities reform act which severely
weakened those investor protections."

Proponents so far have spent more
than $6 million dollars on the high-
stakes fight. They are supported by
the California Democratic Party, and
several organizations representing se-
niors, consumers and some county
employee pension funds.

Observers say the law would make
it easier to sue in California courts

than in any other state or in federal
courts. It eliminates an automatic stay
of discovery while a judge is still de-
termining if a suit has merit to go for-
ward. The automatic stay is permitted
in the 1995 litigation reform act.

In the case of egregious fraud, the
measure would authorize punitive
damages to be awarded without proof
that plaintiffs relied on misleading
statements pnovided by the company,
as now required under federal and
state laws.

Allowing for punitive damages en-
courages defendants to settle cases
without defending themselves be-
cause there is more risk associated

with going to trial, opponents argue.
Proposition 211 would also enable

plaintiffs to go after the personal as-
sets of corporate directors and officers
by outlawing a company's ability to
indemnify them for their legal costs.

However, companies could still
purchase D&0 coverage. Opponents,
such as the spokesman for Intel, say
they expect to see rates for D&0 rise
as a result. But proponents point out
that most D&0 policies do not cover
fraudulent acts. They say directors
and officers exposure increases under
Prop 211 only if they make fraudulent
statements. Therefore, the proponents
say, insurance coverage is not likely to
be triggered more often.

But 211 would allow for directors

and officers culpability under a stan-
dard of less than intentional and will-

ful misconduct, said Kevin M.

LaCroix, president of advisory ser-
vices in Beachwood, Ohio, for Genesis
D&0 Liability Insurance Program, a

unit of General Reinsurance Corp.
That raises the possibility that it
might be an insured loss and could
potentially lead to a tightening of
terms or capacity, he said.

However, brokers and insurers say
that the D&0 market remains highly
competitive and it would take time to
determine the impact of 211 just as
the impact of the federal 1995 act has
yet to be calculated.

Prop 211 is officially known as the
"Attorney-Client Fee Arrangements
Securities Litigation Initiative" be-
cause it also seeks to prohibit regula-
tion of attorney fees.

Californians will also vote on

Proposition 207-called "the

Frivolous Lawsuit Limitation Act." It

was written by California trial
lawyers and seeks to prohibit state
legislators from restricting plaintiffs
attorneys from collecting a portion of
settlements as pay. But the legislation
is not gamering as much attention as
Proposition 211. iN
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5 states electing commissioners
Challengers face incumbents in all the races

By MEG FLETCHER

Improving health insurance,
market conditions and adminis-

trative effi-

rl S ciency are
1 -0, among the

10 leading is-
sues that

candidates

 for insur-
mmi= ance com-

missioner

In five

states are

discussing
in their

campaigns.
On Nov. 5, voters will elect com-

missioners to four-year terms in

Delaware, Montana, North Caroli-

na, North Dakota and Washing-
ton.

Incumbents are running in all
races, with four of the five seeking
re-election for the first time.

Longtime Commissioner Jim Long
of North Carolina is seeking re-
election to his fourth term.

Business Insurance highlights
the 10 candidates seeking the top
insurance regulator post in those
five states.

Delaware

Republican incumbent Donna
Lee Williams is emphasizing her
record in the face of a challenge
from Democrat challenger Janice

"Jan" S. Almquist, a municipal
management consultant and asso-
ciate professor.

The two women previously
faced off against each other over
the Delaware Insurance Authori-

ty, a state agency created by David
Levinson, Ms. Williams' predeces-
sor, who did not seek re-election.

Ms. Almquist managed the au-
thority, which was a self-insur-
ance pool offering workers com-
pensation and liability coverage to
both public and private entities,
from 1990 to 1993. Ms. Williams

shut it down in 1993, charging its
assets were inadequate. Litigation
ensued, and the pool subsequently
was ordered into receivership.

See Regulators on next page

Those who subscribed w the orki,wl concep: of the Brooklyn Bridge were repaid with interest when it was made public in 1874. With the longest

span of any bridge in iu day, it is un outs:and:,ig example of Victorian engineering. Today it remains a tesuiment to the value of their vision.

==•111111111111111'limimill-
IllE--

*im I

it

6

»111{11,11111 11 80 111
L 11 i.//1,1]4 * 0, L.4»41 e j

1 C, 0 zi n 0 000*11IF.111 , }1111;Nilamnac#c]e=]

1 ' 4 1"1 1 lilli
llt

111,

111'llilili,

. I lilli

If.

4.1111
· 1

I ,
i .t

filit»-.arY;

 m.1 ..

-«111¢11¢iA 11

11111'11111 I'*24 -],11

««,- frl   4
IT 14'"

Igil-11111\ 1 )\ p Ir-3 \

Performance is the best proof of creativity.
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At Bankers Trust. we've built a reputation for actively helping our
clients to design structures that:

• Bring together the insurance and capital markets

• Manage assets and liabilities

• Cover peril risks

• Provide alternative risk transfer

For individually designed solutions to complex problems, call us.

Insurance Merchant Bank

New York Delaware London Jersey, Channel Islands

Tel: (212) 250-2966 Tel: (302) 576-3330 Tel: +44-171 982 3353 Tel: +44-1534 285 127

©1996 Bankers Trust New York Corporation and its Affiliated Companies.

ABankersTrust
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Reinsurance Intermediary, Inc.

10th ANNIVERSARY

Thanks to all our clients and reinsurers for making our first
ten years so successful!

"The broker who pays reinsurance premiums within 24 hours by wire"

Two Greenwich Plaza

Greenwich, Connecticut 06830

Phone: 203-629-5600

Fax: 203-622-0777

CPCU PREFERRED.

"At Mirage Resorts, we seek out the most

qualified individuals in every aspect of our business.

This includes the insurance professionals whom

we contract with. I consider the CPCU designation

to be an indicator of superior qualifications."

James E. Pettis · Risk Manager

Golden Nugget Risk ManagementCorporation

 ven when the risksdon'tincludedolphinsora $90 million
volcano, they demand the insurance and risk management expertise

that is synonymous with CPCU, the property and casualty insurance

business's premier professional designation.

The American Institute for CPCU confers this prestigious designation.

It signifies extensive knowledge of the insurance mechanism and the

businessenvironment in which it operates.

CPCUs who join the CPCU Society have access toa network of

other insurance professionals who promote and support continuing

education, professionalism, and industry and community service.

There is no substitute for CPCU. SOCIETY

AICPCU

AMER$CAN INSr'TUTE

FOR BARTERED PROPBRTY

ASUALTY UNDCRWRTERS

For more info, call(800) 644-9101 (AICPCU) or(800) 932-CPCU (CPCU Society).

Regulators
Continued from previous page

Ms. Williams, 35, an attorney, has
emphasized improvements in the
state's health insurance market,
which she says include expansion of

insurance op-
i tfy.- tions for em-

.· ployers with
between one

ployees.
7 In addition,

she wrote for

the Legisla-
j. ,,·bs'/fk ture fourbills

R that would set

standards for

Ms. Williams managed care
organizations

to enhance quality, promote fairness
and protect consumers. They did not
pass, though she intends to pursue
them.

She also helped develop legislation
that would prohibit insurance carriers
from discriminating against victims of
family violence.

In addition to establishing a seniors
information program with the De-
partment of Health and Social Ser-
vices and a fraud bureau, Ms.

Williams helped oversee programs
that resulted in accreditation of the

Delaware Insurance Department by
the National Assn. of Insurance Com-

missioners in 1993.

Democratic challenger Ms.
Almquist, 46, questions Ms. Williams'
commitment to serving consumers.
Ms. Almquist claims Ms. Williams
represented insurance industry inter-
ests when in private legal practice be-
fore becoming commissioner.

Ms. Alm-

quist, who has
MBA

teaches at

 ' 6 the University
Ill- 84 of Delaware,

suggests a
commissioner

4, 3.=1
must do a

better job of
protecung con-

Ms. Almquist sumer inter-

ests, including
educating them about new products
and making the department's con-

sumer services department more effi-
cient.

Ms. Almquist also said she was con-
cerned about the need for the state

and federal government to work clos-
er together to coordinate regulation of
the sale of insurance, including using
banks as sellers, so there is "a level

playing field"
If elected, Ms. Almquist said she

would constantly monitor and active-
ly oppose so-called tort reform efforts,
because she contends consumers are

better served when manufacturers

face the threat of liability. She also
would like to improve departmental
communication, including shortening
the response time to all segments of
the insurance industry, consumers
and outside attorneys.

Montana
The insurance commissioner race in

Montana is almost a repeat of 1992.
Democratic incumbent Mark 0'-

Keefe is facing off against John Eric
Larson, the same Libertarian candi-

date who ran against him four years
ago using only his middle and last
names. No Republican candidate is in
the current race.

Mr. O'Keefe, 44, who holds a mas-
ter's degree in science, was elected
Montana's top insurance regulator by
virtue of being elected state auditor.
His other duties include regulating se-
curities as well as participating in a
board overseeing the use of state
lands.

Accomplishments duning his first
term include making health insurance
more accessible to small businesses,

access that will be expanded under
the new federal health care law. In ad-

dition, he ordered coverage of mater-
nity benefits and helped cut health in-
surance rates for insurers of last
resort.

Other improvements include mak-
ing the office more "customer friend-
ly" by weeding out unnecessary rules
and regulations and supporting a bill
to hire a fraud investigator so the state
could seek criminal sanctions.

He also appointed Montana con-
sumens to insurance boards and over-

saw the Montana Insurance Depart-
ment's accreditation by the NAIC.

His opponent, Mr. Larson, 48, said
he would like to see the auditor's of-

fice protect individuals"from corpo- ,
rate gangs like Wall Street."

He is running "an alternative cam-
paign," which does not include pro-
viding copies of his photo to reporters.

North Carolina

Red tie, red suspenders and a red

car are the trademarks of Jim Long, a
Democrat seeking his fourth, four-
year term as North Carolina's insur-
ance commissioner.

The red may be explained by the
fact that the post's duties also include
state fire marshal, as well as overseer
of the state's building code and manu-
factured housing.

During his 12-year tenure in office,
Mr. Long, 56, says he has consistently
challenged the insurance industry in
battles over rates. That has helped the
state achieve the sixth-lowest auto in-

surance rates and the eighth-low-
est workers

- -/+ compensation
rates in the

f United States,
E '14; he said.

In addition,

r- 1.. - · he has worked
to create an

information

., / program for

AIVf  senior citizens
-FI, - with Medicare
Mr. Long questions.

Mr. Long
said he also participated in campaigns
to encourage seat belt usage and dis- '
courage drinking and driving.

Mr. Long, an attorney, also is a past
president of the National Assn. of In-
surance Commissioners.

His opponent is Mike Causey, 46, a
farmer and former insurance agent
who holds a bachelor's degree in busi-
ness administration.

Mr. Causey is proposing several
changes as part of his campaign, in-
- cluding insti-
 tuting "an
Ill'F Y 7.-2 open door" for

 all residents,
11 making the

/' department
C more efficient

 and clearing
4 ,/i up outstand-

ing consumer
complaints.

He also
Mr. Causey pledges to do a
better job of enforcing existing regu-
lations as well as reduce the amount

of fraud and abuse in the system while
keeping insuiers solvent,

In addition, he proposes eliminating
the North Carolina Rating Bureau,
which gathers loss-related data and
evaluates rate-related proposals from
insurer information and data organi-
zations.

"I would promote free enterprise by
allowing each insurance company to
set their own rates and take steps to
stimulate competition," Mr. Causey
said.

North Dakota

Incumbent I)ennocrat Glenn

Pomeroy is running against Claus
Lembke, a self-described "conserva-
tive" Republican.

Mr. Pomeroy, 40, is an attorney who
previously served as state securities

Continued on nert page
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commissioner, assistant attorney gen-
eral and three-term state representa-
tive. He is the brother of U.S. Rep. Earl
Pomemy, a former North Dakota in-
surance commismoner.

"My approach is it is a consumer
protection post. It's about fair and ef-
fective regulation and promoting a

competitive
marketplace"
said Glenn

Pomeroy.
During his

=2:zlz-
complishments
included im-

health insur-

ance reforms

Mr. Pomeroy to make it eas-

ier for people
so obtain coverage, helping consumers
recover more than $2 million in re-

funds or benefits in disputes with in-
surers and imposing a $300,000 fine»
the largest ever collected by the North
Dakota Insurance Department-

against an
out-of-state

company as a

msult of con-

cerns with

their market

activity.
The total

size of his of-
Jf Bee has ex-

panded to 45
in recent

Mr. Lembke years, pnmanly
because the

I,egislature has assigned it extra du-
ties, including boiler inspections.

To aid seniors, he created a senior

health insurance counseling program
as well as "a very good database" that

provides quotations on the cost of var-
ious types of standardized Medigap
policies monthly. About 50 insurers
sell the various policies, though Blue
Cross & Blue Shield of North Dakota

is the only state-based company offer-
ing such a product.

Mr. Pomeroy also serves as the
elected secretary/ treasurer of the Na-
tional Assn. of Insurance Commis-

sioners and is heading up various
health-related groups as well as a na-
tional industly-supported pmgrain to
track insurance agents licensed by the
various states.

Republican challenger Mr. Lembke,
53, is executive dimctor of the North
Dakota Assn. of Realtors and has

been a Burleigh County commissioner
since 1986. He graduated from agri-
cultural college in Northern Ger-
many, his native land.

Mr. I,embke critic:izes Mr. Pomeroy
for growth in the number of employ-
ees as well as the department's bud-
get, though it is funded entirely by in-
surer assessments and fees. In

addition, "Iseealackof a working re-
lationship between the department
and the industry," and would create a
broad-based advisory committee.

Washington

Washington state's progressive
health insurance market is an issue in

the race between Dernocrat incurn-

bent Deborah Senn and Republican
challenger Anthony Lowe, a deputy
prosecutor for King County, which in-
cludes Seattle.

Washington adopted far-reaching
health care reforms in 1993, but most
were repealed two years later by a
more conservative Ikgigl Ature.

In addition, Washington state's in-
ability to obtain a waiver from the
Employee Retirement Income Securi-

ty Act preclu{led its ability to regulate
self-funded health care plans, thin-
ning the pool of consumers buying
health care coverage under the same
rules to primarily individuals with an
immediate need for health care ser-

vices. Insurers complained that many
people purchased coverage only to re-

ceive specific
services and

dropped it af-
terwards. Sev-

eral sought
rate increases.

Ms. Senn

says the state's
problem with

Ms. Senn some insurers

seeking high
health insurance rates stems from the

Legislature unwisely removing cost-
control measures, despite her objec-
tions. Her opponent places the blame
more on her shoulders.

Ms. Senn takes pride in turning
down hundreds of requests for rate
increases by health insurers-which
she contends were unjustified-and
slowing increases in auto insurance

pmmiums.
Ms. Senn

also is cam-

paigning on

her consumer-

oriented ac-

*  complishments,
 including re-

j moving pre-ex-
 isting condi-

to health insur-

-9 tion barriers

Mr. Lowe ance.

In addition,

workers can change jobs without losing
health insurance as a result of rules and

regulations she wrote.
She also helped improve the quality

of insurance coverage by including

DU,66,666-6 1,66U,Unce, UCLU[JeL 1*t, 1330 / 63

home care for long-term illnesses, giv-
ing women their choice of doctor, ex-
pediting the settlement of environ-
mental cleanup claims and recovering
more than $7 million improperly paid
to insurers by policyholders.

Ms. Senn said seniors have easier

access to information about health in-

surance, and consurners generally
have an expanded telephone hot line.

She also helped pass a fraud bill
that increased penalties for criminals.

Anthony Lowe, 35, Ms. Serm's Re-
publican challenger, said health in-
surers' requests for double-digit rate
increases stem from her "misguided"
policies that unduly increased costs.
He favors a more competitive market

and hopes a health care "surnrni:' will
result in greater cooperation among
insurers, providers and consum€rs.

Mr. Lowe's said his experience as a
legislative aide to U.S. Sen. Slade
Gorton and as a former legal cc,unsel
to the Washington State Senate
should help him work with legislators
to mvitalize the state's health market.

Mr. Inwe also proposes introducing
new regulations to speed up the ap-
proval of new property/castalty
products that benefit consumers.

He also proposes better efforts to
fight fraud and requiring insurance
companies to develop mandatory me-
diation plans to reduce litigation costs
associated with insurance claims. Ell

Fear over Oregon measures
By ROBERTO CENICEROS

PORTLAND, Ore.-Employers
fear ballot measures seeking to
change Oregon's health care system
would scuttle cost-saving workers
compensation reforms and make em-
ployee medical benefits more expen-
slve

Both measures would be binding if
voters approve them in November.

Measure 39 would amend the

state's constitution to forbid laws

and insurers from discriminating
against any category of health care
provider, such as massage therapists
and acupuncturists.

The measure's supporters likely
meant to impact health plans and not
necessarily workers compensation,
said Ross Dwinell, risk manager for
Portland-based United Grocers Inc.

But Measure 39's broad wording-it
does not exclude workers comp in-
surers-would allow any state-li-
censed health care provider to diag-

nose injured workers and authorize
benefits such as time loss, disability
and rehabilitation.

"Boy, they just shot (employers)
right in the nose with a deadly bullet
by taking in workers compensatkin,"
said Mr. Dwinell, who is also co-
chairman of the Oregon Self-Insurers
Assn. and chairman of the mecLeal

committee for Associated Oregon In-
dustries.

Both employer groups are m€m-
bers of a Portland-based umbrella

organization called Oregonians For
Quality Health Care, which opposes
measures 35 and 39.

The measures are supported by
groups independent of each other,
their chief signature-gatherers said.
However, opposing media campaigns
have targeted them jointly.

Measure 39 is particularly disturb-
ing to employers because labor and

1990 workers comp reforms, Mr.
See Oregon on Page 91

GET TFIE BROAIDER VIEVV...
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Oregon naturopaths and acupunctunsb, said
Mary Alice Ford, a chief pebtioner for Texas judges have RIMS support
Measure 39 and former state legislator

Continued from page 89 from Portland

Dwinell said The other proposal, Measure 35, Keeping high court intad seen as key to preserving tort reforms
Under that cooperative etfort, would outlaw capitation by stipulat-

workers comp benefits were mcreased ing that medical providers can only
for workers Yet employers were able receive payment on the bams of work By MICHAEL BRADFORD other organizations "It was domi- want to lose it to the plaintiffs
to reduce medical treatment costs be- performed, an hourly wage, prear- nated by plaintiffs lawyers " lawyers "
cause managed care practices were ranged salary or benehts, bonuses Risk managers and business "That has changed in the last The nine-member court cur-

mtroduced mto the work comp sys- based on work performed, or Rim- groups are backing a slate of can- few years with the elections of rently is made up of seven Repub-
tem and workers could only see spe- bursement for expenses didates for the Texas Supreme Phillips and Cornyn," said Mr licans and two Democrats
crflc attending physicians Thcie Medical providers who accept pay- Court in an effort to preserve Green, a member of the Dallas- Mr Green referred to the out-

physicians mclude medical and osteo- met under any other methods would what is perceived as the court's Fort Worth Chapter of RIMS and come in the battle to preserve
pathic doctors Chimpractors also are be subject to losing their bumness and pro-business majority and to pro- an active participant in state and workers compensation reforms in
included, but only for the first 30 days professional hcenses tect hard-won tort reforms and local business groups Texas as an illustration of how

or 12 visits after an miury About 50% of the state's Insured changes to the state's workers "We be- Chief Justice Phillips' court has
"The real problem with what (Mea- population, or about 14 milhon peo- compensation system

ota
lieve a ruled in favor of business inter-

sure 39) doesisitsays ourdefinition of ple, are enrolled m managed care pro- The Risk & Insurance Manage- well-bal- ests

attendmg physician and the controls grains, Mr Rutledge said "(Measure ment Society Inc is urging Texas anced The Workers Compensation Act
we placed on this are thrown out the 35) is just golng to be hugely disrup- chapters to back the re-election court like was passed in 1989
wmdow," Mr Dwmell said "The cost bve as well as mtervention mto a fair- efforts of state Supreme Court 4 1.9 .01 we have "The challenge to the workers
to the workers compensation system ly well functioning system," he said Chief Justice Tom Phillips, R- f P now will compensation reform act was filed
is going to be horrendous, because not The measure was put on the ballot Houston, and three associate lus-
only do we go back and add unlimited by Gordon Mtller, a Salem ophthal- tices fel,@k be far shortly after the act was first put

more like- into place," Mr Green noted
chiropractlc treatment, we are gorg mologist who finds capitation "slimy The associate justices are John 91 0 -»-f-1 ly to up- It was filed in a "liberal venue

to add 13 to 18 other categones of and unethical" because it encourages Comyn, R-San Antonio, Greg Ab- /1- -9 hold" tort deep m south Texas where K was
health care providers We are talking doctors to deny treatment, said Tom bott, R-Houston, and James A reforrns ruled unconstitutional," he added
about masseuses, therapists and all Mann, campaign manager for Mea- Baker, R-Dallas and other (BI, Aug 23, 1993)
types of psychologists who have never sure 35 It is supported by alternative RIMS said in a bulletin to mem- pro-bum- On appeal, the state Supreme
been able to authorize bme loss Even providers bers that the effort to preserve ness mea- Court reversed the lower court de-
naturopaths " But doctors who wish to do so can tort reforms in Texas "begins with sures in place in Texas, Mr Green cision and held that the law is

The measure 15 vague and "its always find a way to profit from un- maintaining a favorable Supreme added constitutional

golng to be htlgated from here to ethical behavior, said Mr Dwmell If Court " And because new tort reform The decision to uphold the law
langdom come before we fmd out approved by voters, the outcome wlll For many years, Texas had a measures are likely to be intro- helped add "tremendous stability
what it really does," added Ken Rut- be higher benefit costs borne by em- temble reputation as being a bad duced in the 1997 Legislature, to the workers compensation sys-
ledge, president of the Portland area- ployers and employees, and less place to do business because of Texas businesses believe a tem in Texas," Mr Green stated
based Oregon Assn of Hospitals and money wlll be available forpay raises, the out-of-control nature of the Supreme Court like the one cur- Another case cited by the bum-
Health Systems, which represents or- he added Supreme Court and appellate rently m place would be fairer in ness community as an important
ganizattons such as Kaiser Perma- A poll conducted Sept 16-22 by courts," said Jim Green, risk man- the event of future challenges to victory was a decision earlier this
nente and Blue Cross & Blue Shield of The Oregonian newspaper and televi- ager at Justin Industries Inc in any reforms, Mr Green said year in which the Supreme Court
Oregon mon station KATU Channel 2 m Port- Fort Worth These lustices have supported ruled that the state's Deceptive

Insurers also don't want to see the land found that 19% of potential vot- ' We had a temble Supreme various elements of tort reform in Trade Practices Act may not be
gatekeeper system disrupted, Mr ers favor Measure 35, while 32% Court," agreed Ralph Wayne, the past," Mr Wayne pointed out used to sue a "remote" product

1
Rutledge said would vote no, and 49% said they president of the Austin-based "The court doesn't always vote manufacturer like producers of

The measure is supported by con- don't know The same poll found 57% Texas Civil Justice League, whose the way we want, but it's fairer " raw materials if they are not in-
sumers and mdividual medical in favor, 26% opposed and 17 uncle- members include businesses, "We finally got the court turned volved in the sale of a finished
providers such as chiropractors c*led on Measure 39 [Ell trade and professional groups and around," he added "We don't product
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i No matter how many options a direct reinsurer may offer, they std come from the same point of view Their own The

broker's vision Isn't limited to a single company's perspective Brokers work with a wide range of reinsurers They see more,
have access to more alternatives and are in touch with the most innovative thinking In the business. So you benefit from a

wider range of creative solutions, more flexibility and something even more important - someone who's on your s,de and
free to use the right resources to meet your needs Don't limit your perspective Make sure you're seeing the best
reinsurance solutions Talk to a reinsurance broker

BETTER REINSURANCE THROUGH BETTER VISION.  BRVI J
Brokers & Reinsurance

Maricela Association

BRMA [S AN ASSOCIATION COMPRISED OF LEADING REINSURANCE INTERMEDIARY AND UNDERWRITING FIRMS REPRESENTING A CHANNEL OF MORE THAN $8 BILLION IN REINSURANCE SURPLUS FOR MORE INFORMATION, CALL 1 -212-480-6200 X
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Wisconsin tort reform hinges on races
By RODD ZOLKOS

MADISON, Wis.-Tort reform ad-
vocates in Wisconsin are keeping a
close eye on this year's legislative elec-
tions, which they believe are critical to
their cause in 1997.

With Democrats controlling the
Wisconsin Senate by a single vote, a
one-seat swing to a Republican ma-
joIity could pave the way for tort re-
form passage, said Bill Smith, Wis-
consin state director for the National

Federation of Independent Business.
Conversely, with the GOP holding

just a three-vote majority in the state's
Assembly, it wouldn't take much for
that chamber to swing to Democratic

conrol, Such a move would likely
dim tort reform hopes in the next leg-
islative session, Mr. Smith said.

"Our tort reform agenda's going to
depend on how the election comes

out," Mr. Smith said.
And, by all indications, the legisla-

tive election picture statewide is
"highly competitive," said Donald

Kettl, di-

_u S rector of
n i Z.. the Robert

LaFollette

Institute of

Public Af-

*.-- fairs of the

ffE@Z University
of Wiscon-

sm m

Madison.

"It's

going to be
very, very

close, in all

likelihood, whichever way it goes," he
said. And, a large margin of victory at
the top of the ticket for President Bill
Clinton, who holds sizable leads over

his Republican opponent Bob Dole in
polls of Wisconsin voters, could help
Democrats running for the state
House and Senate, Mr. Kettl noted.

Among the state Senate races, one
the Wisconsin business lobby has tar-
geted as key is between Democratic
Sen. Chuck Chvala of Madison, the

Senate majority leader who has previ-
ously opposed tort reform, and Re-
publican Mayor Tom Metealfe of
Monona, Mr. Smith said.

Mr. Smith, who also chairs the Wis-
consin Coalition for Civil Justice,

noted that while not every Democrat
opposes tort reform, "It took us 10
years to get joint and several passed
and it was only when Republicans
took control."

Last year. Wisconsin lawmakers
approved and Gov. Tommy Thornp-
son signed a measure replacir-g joint
and several Lability in the state with a

Inventive Life ...

The first woman awarded arize (Physics, 1903),
Nobel pMarie Curie astounded thewin-

world eight years later bya second Nobel, this one
ning 010-in chemistry. She discoveredthe radioactive elements p(named after her birth-

niumplace of Poland) and radium.After the death of her hus-, who shared the Dhysicsband

Madame Curie
0867-1934)

prize *ath her ,
Niadarne Carie

continued to lead researchin a field traditionally dominat-ed by men. In a life rich inlaurels, Marie Curie providedan understanding that is the
foundation of
much of what
is known

\Alix

regarding  L.,\Jnuclear nhysics.

system that limits defendants found
less than 51% responsible for a negli-
gent action to paying only a share of
damages proportionate with their
share of responsibility.

Mr. Metcalfe's campaign may get a
boost from the Republican governor's
support. On the other hand, with Sen.
Dole trailing President Clinton by
about 20 points in Wisconsin polls,
state Sen. Chvala, who ran unsuccess-
fully to unseat Gov. Thompson in
1994, could get a Clinton coattail
boost.

And, a state senator since 1984 after

serving one term in the Assembly,
Sen. Chvala has been a Republican
target before and emerged victorious.
Like the president, he enjoys a solid
lead in polls of his district.

"He's been targeted before, and the
Republicans haven't really come that
close to beating him," Mr. Kettl said.

In hopes of capturing a Senate ma-
jority, Wisconsin Republicans have
targeted three other Democratic in-

Inventive Life Reinsurance
Let us help you underwrite a success story for your company.

For inventive reinsurance programs
of all kinds, see Life Re.

Rated A+ (Superior) by A.M. Best since 1981.
Reinsuring Individual Life, Group Life, Group Health and Special Risks.
Life Re Corporation, 969 High Ridge Road, Stamford, CT 06905
(800) 292-2726 or (203) 321-3000

®

LIre
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Quality of Life

cumbents. One is Sen. Alice Clausing
of Menomonie, whose district's Sen-
ate seat historically has moved back
and forth between the two parties.
Her GOP opponent is Jay Griggs of
Hudson.

Democratic Sen. Roger Breske of
Elderon is another target, with Re-
publicans pinning their hopes in his
district on Nancy Levanetz of
Rhinelander. The fourth Democrat in

the GOP's cross hairs is Sen. Lynn
Adelman of Waterford, whose oppo-
nent is Republican Lisa Soik, also of
Waterford.

Whatever the election's outcome,
the state's Coalition for Civil Justice

intends to continue its push for tort
reform, Mr. Smith said. Ell

Supreme
Continued from page 2
dress a plan's ERISA status.

"This contractual requirement op-
erates without regard to whether the
gmup purchaser is or is not a group
purchaser for an ERISA plan. The re-
quirement established does not de-
pend upon ERISA status," said the
state's brief. The state holds that the

requirement does not single out
ERISA plans for "special treatment."

Both the U.S. District Court for

Eastern Louisiana and the Sth US.

Circuit Court of Appeals held that
Louisiana's any-willing-provider law
is subject to ERISA pre-emption.
Business groups would like the high
court to give an identical ruling.

"This is a case where we feel it is

important for the Supreme Court to
rule on the question of ERISA pre
emption, so that well have a system
that applies nationwide. If different
states have any-willing-provider
statutes, that is going to interfere with
interstate commerce," said Quentin
Riegel, deputy general counsel of the
National Assn. of Manufacturers in

Washington. NAM and Aetna Inc.
filed a brief asking the high court to
uphold pre-emption.

The justices have already declined
to review a number of benefits and

risk management-related cases for the
court's 1996-1997 session, which con-

vened last Monday. One of the more
significant was Unisys Com. vs. Mein-
hardt. In this case, Unisys employees
sued the company for making what
they regarded as bad investments for
pension funds. The plaintiffs said
Unisys breached its fiduciary duties
by making the investments, which in-
cluded guaranteed investment con-
tracts issued by now-defunct Execu-
tive Life Insurance Co. The plaintiffs
said Unisys failed to disclose the risks
involved with its investments.

Unisys said it had met its responsi-
bilities under ERISA and should not

be sued. Although a U.S. District
Court judge agreed with Unisys, the
3rd U.S. Circuit Court of Appeals in
Philadelphia sided with the plaintiffs,
clearing the way for a trial. Unisys ap-
pealed to the Supreme Court, which
let stand the appellate court ruling.

In anotherbenefits-related area, the

justices also declined to review two
cases dealing with same-sex sexual
harassment. Both cases involved

male-on-male sexual harassment.

Lower courts had ruled in both cases

that the Civil Rights Act of 1964 did
not apply to the particular instances
of misconduct.

Manufacturers won a series of vic-

toI'ies when the court decided not to

review several lower court decisions

involving product liability. In Schuver
us. E.I. du Pont de Nemours & Co.,the

justices declined to review an Iowa
Supreme Court decision that held that
the Federal Insecticide, Fungicide and
Rodenticide Act forbids strict liability
and negligence actions against herbi-

cide makers for alleged crop damage.
The justices also declined to review li-

ability cases involving air bags, ani-
mal vaccines, hazardous substances
and prosthetic devices. izi



Centre Re
Continued from page 2

The company already has $200 mil-
lion in catastrophe reinsurance cover-
age, and with additional facultative
and other coverages, the insurer could
handle losses up to about $300 million
before they would begin to eat into its
$190 million surplus, Mr. 1VIichael
said. "And if we lost $100 million of
our surplus, it would affect our A.M.
Best rating and our ability to do busi-
ness," he said.

With the additional $50 million,
RLI could continue operating during
a difficult period and take advantage
of increased insurance rates without

having to scramble to find expensive
new capital, Mr. Michael said.

And the extra coverage comes at
about 20% of the cost of purchasing
an additional layer of catastrophe
reinsurance protection, he said.

Under the terms of the three-year
agreement, RLI would sign over $50
million of its convertible prefen·ed
shares to Centre Re in the event of a

loss pushing through RLI's existing
catastrophe coverage. Half the shares
would be convertible to common

stock after three years, and half would
be convertible after four years.

"It gives us three to four years to re-
cover and pay Centre Re back. They
don't want to be a significant share-
holder in RLI," he said. RLI would
buy back the shares at market price
before they become voting shares.

One of the important features of the
coverage is that under generally ae-
cepted accounting principles, equity
can be attributed to surplus, whereas
bonds and other debt-style catastro-
phe products cannot, said William M.
Jewett, senior vp at Centre Re.

If the loss were so large that RLI's
surplus fell below an agreed-upon $60
million and the extra coverage would
not likely be enough put the company
back into a stable trading position, the

' coverage would be void and Centre Re
would not have to buy the shares.

"So it gives about a $140 million
window of opportunity," 1VIr. Michael
said.

In addition to the $50 million, Cen-
tre Re would also have the option to
participate on a quota-share basis on
up to 25% of RLI's business after the
event, he said.

RLI was partly prompted to look
for extra coverage after it suffered a
$200 million gross loss from the
Northridge earthquake in January
1994. At the time RLI had $150 mil-
lion in catastrophe coverage.

RLI looked into several ways to in-
crease its coverage, including catas-
trophe reinsurance futures traded on

Centre Re product is the most cost-ef-
the Chicago Board of Trade, but the

 ficient,Mr. Michael said.
The CatEPuts are sold as a sum?le-

ment to--rather than a replacement
of--catastrophe reinsurance, said Mr.
Jewett of Centre Re.

"It is a supplement or an augmenta-
lion, because if they reduced their
catastrophe reinsurance coverage, the
fee would go up," he said.

Likely additional clients for the
product would be large industrial and
commercial corporations seeking
catastrophe protection as well as
medium-sized and large publicly
traded insurance companies, he said.

Centre Re would only be able to sell
+ a limited amount of the programs

without raising additional capital it-
self, but similar products could be of-
fered by investment banks with ready
access to capital markets, said Craig
Elkind, associate director at Standard
& Poor's Corp. in New York.

Equity-type deals have advantages
over catastrophe bond products, as
they are more easily constructed to
produce multiyear contracts, he said.

But over the next year, there will
likely be several more catastrophe
products launched that use debt and
equity to produce extra coverage, NIr.

Elkind said. "You are healing a lot
about these new products, but so far
we have not seen much," he said. "But
I thjnk in 1997 they are going to fly."

The CatEPuts are an innovative

and effective way to secure extra cat
coverage, said Jeanne Dunleavy, as-
sistant vp at A.M. Best Co. of Oldwick,
N.J. "1[ they have a large loss, they
will not have to worry about the state
of the (securities) market if they want
to raise capital," she said.

The product will be more saleable
and understandable than cat bonds,
Ms. Dunleavy said. "It's just the kind
of thing 20th Century would have
loved to have had in place," she said.

In 1994, 20th Century Industries, an
insurer in Woodland Hills, Calif., suf-
fered huge losses from the Northridge
earthquake, and in October of that
year American International Group
Inc. bought the option to take up to
40% of the company at what was con-
sidered a knock-down price of $200
million (BI, Oct. 3, 1994) ial
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New federal health laws will challenge commissioners
ANCHORAGE, Alaska-High

employee expectations are only one
of several challenges state insurance
regulators face in meshing new fed-
eral health care reforms with state

laws.

Passage of the Health Insurance
Portability and Accountability Act
of 1996 has prompted an increase in
telephone calls to state insurance de-
partments from people wanting to
take advantage immediately of
portability requirements and tax-fa-
vored medical savings accounts.

Callers are disappointed that the
provisions dc not begin to go into ef-
feet until July 1, 1997, say some state
regulators who attended a recent
quarterly meeting of the National
Assn. of Insurance Commissioners.

In addition, "the public expects
not only guaranteed issue, but that
they will be able to afford it (cover-
age)," said NAIC Vp Josephine

Smmt Mmies to Fortis Benefits Provider Excess InmmEnce

Musser of Wismnsin, who chairs the
NAIC s Accident and Health Insur-
ance CommittEe. However. the fed-

eral act does not fully address both
availatility and affordability.

Regilators also are concerned
about a high level cf interest in
MSAs, especially on the part of in-
surers. Regulazors predict:he num-
ber of plans insurers sell may quick-
ly exceed the 750,900 cap on
accounts agreed on as part of a fed-
eral pilot program, which v.i11 expire
at the end of tie year :000 (BI, Aug.
5). However, halting sales in the fed-
erally regulated program -s outside
state regulators' authority.

State insurs.nce regulators are
pleased that the federa= act generally
retains the staes' currer-t role as the

primary regulator of heakh insur-
ance, while setting minimum federal
standards and a new rde fc·r the fed-

eral government in overseeing those

standards, according to NAIC state-
ments.

The .act also "provides the states
with significant latitude to go be-
yond federal standards."

For example, states are generally
allowed to retain laws that are more

generoas :o covered individuals than
the federal requirements in many
important areas, including the
length of pre-existing condition ex-
clusiors.

The NAIC established a working
group to help states interpret and
implement the new federal law and
act as liaison with federal authorities

who are drafting extensive regula-
tions.

NAIC Secretary/Treasurer Glenn
Pomeroy of North Dakota is the
workirg group's chairman, and
Kathlen Sebelius of Kansas is vice
chairman.

-BY Meg Fletcher

« Selecting Fortis Benefits
was one of the wisest management
decisions we have made :'

/4.

The knowledge needed to properly
assess coverage for provider excess
insurance isn't gained overnight.

"We conducted an extensive investi-

gation before selecting Fortis Benefits
as our provider excess carrien We chose 2
Fortis because of their health care

experience, stability, and knowledge,"
says Linda Logan, Director of HMO
Operations for High Desert Medical
Group - Hedtage Health Care, a
national managed care provider in
California- «What was important to us was
Fortis' understanding of the changing
health care market, underwriting
expertise and their ability to define our
needs and determine the right level of
coverage."

Fortis Benefits is also the only
company recommended by the American
Hospital Association for provider excess
insurance.

Call us at 1-800-952-3111 or e-mail:

providermarkets@us.fortis. com.
Knowledge. What separates us from the
competition.

ffon ir
Insurance products are issued and underwritten
by Fortis Benefiits Insurance Company, Woodbury
Minnesota, or American Security Life Insurance
Company, Atlanta, Georgia and administered by
Fortis Benenits Insurance Company

51 *RM» R

0HFMA EE·
AHA-IRI has an exclusive sponsorship from the
Healthcare Financia Management Association.

©1996 Fortis Benefiits Insurance Compan

Linda Logan

Director Of HMO Operations
High Desert Medical Group -
Heritage Heolth Care
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Law firms accept suits
on contingency against
U.K. tobacco companies
Legal Aid Board denies money

to help plaintiffs' cases
By CAROLYN ALDRED glish and Welsh law last year

for personal injury cases.
LONDON-At least 40 lung After the decision of the

cancer sufferers are planning to Legal Aid Board, "it was clear
sue Britain's two largest tobac- that the only way for the tobac-
co companies in the first case co victims to gain access to jus-
to be brought in an English tice in the British courts was

court against a cigarette manu- for lawyers to take on the cases
facturer. through the no-win, no-fee

The case also will be the scheme," said Leigh, Day & Co.
largest group action brought to Partner Martyn Day, who said
date under England's contin- the plaintiff's "claims are
gency arrangements, intro- strong."
duced in July 1995, according Despite the plaintiffs
to David Hartley, professional lawyers' offer to take on the
policy executive of the Law So- case on a contingency fee basis,
ciety. the plaintiffs still are at risk of

Aflerthe Legal Aid Board decision, it was
clear that tobacco plaintiffs would get
justice in the British courls only if lawyers took
the cases on contingency, Marlyn Day says.

A group action is like a class
action but not the same.

The case will be "based on

the alleged failure by the to-
bacco companies to comply
with their duty to minimize
risk by voluntarily reducing tar
levels that was causing cancers
in so many of their consumers,"
according to a statement re-
leased by London personal in-
jury law firm Leigh, Day & Co.

"It is the victims' case that

the failure to reduce the tar

levels caused or materially con-
tributed to the onset of their

cancer," the statement contin-
ued.

Leigh, Day & Co. will handle
the case on a contingency basis
together with a team of special-
ist lawyers, including Dan
Brennan, president of the Per-
sonal Injury Bar Assn. and Pro-
fessor Mark Mildred of the

Nottingham Law School.
Leigh, Day & Co. estimate

the fees that would be lost if

the claims do not succeed

would be about £3 million ($4.7
million).

The group action is being put
together after the refusal in
July by the Legal Aid Board to
fund the cases against Bristol-
based Imperial Tobacco Ltd.
and Weybridge, Surrey-based
Gallaher Ltd.

The Legal Aid Board is a gov-
ernment-funded agency that
provides financial assistance to
people who cannot afford legal
fees. It said in a statement that

it did not think the cases met

the statutory criteria for aid
outlined in the Legal Aid Act
1988.

Under the contingency fee
arrangement, plaintiffs lawyers
will waive their fees if they lose
the case but will take a speci-
fied percentage of any damages
awarded if the cases is success-

ful. Contingency fee arrange-
ments were introduced into En-

losing substantial amounts of
money, as under the British
legal system the loser of litiga-
tion usually pays the winning
side's costs. A judge can rule
that no such payment must be
made, but the practice of pay-
ing the winning side's costs is
part of the legal process.

To overcome this drawback

for contingency fees, the Law
Society helped develop an in-
surance policy that pays the
opponent's costs in the event of
a personal injury plaintiff los-
ing a contingency case. Acci-
dent Line Protect is underwrit-

ten by Lexington Insurance Co.
through London-based agent
Abbey Legal Protection Ltd.
The scheme's broker is Johnson

& Higgins.
In order to insure through

Accident Line Protect, plain-
tiffs must use a law firm with

at least one partner who is a
member of the Law Society's
Personal Injury Panel. Current-
ly the panel has 2,000 members
in some 1,400 law firms
throughout England and

Wales, according to Mr. Hart-
ley of the Law Society.

The scheme last year issued
10,000 policies for a premium
of £85 ($133), and the take-up
rate currently is about 1,000
cases a month for the same pre-
mium, said Chris Ward, a di-
rector at Abbey.

However, the tobacco case
plaintiffs will be unable to take
advantage of the insurance, as
the policy excludes pharma-
ceutical and tobacco products.
Medical negligence cases also
are excluded, although a sepa-
rate policy for those cases is
being developed, said Mr.
Ward.

As a result, the plaintiffs in
this case are taking a consider-
able financial risk, said Mr.

Hartley.
See Tobacco on next page
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German employers forced
to scuttle sick pay cuts

By DON LEWIS KIRK

BONN-The plight of German
employers burdened by high wage
costs became evident last week

after a failed attempt to reduce
employee benefits.

German trade unions forced

employer groups to back down
from a move the previous week to
implement benefit cuts as permit-
ted by a new law allowing em-
ployers to reduce sick pay.

On Oct. 1, the German govern-
ment implemented 70 billion DM
($45.72 billion) in spending cuts
aimed at trimming generous social
welfare benefits that employers
say burden industry. The package
is aimed at creating jobs and low-
ering employers' labor costs.

One key element of Helmut

Kohl's government's "Program for
More Growth and Employment"

was a change in legislation en-
abling employers to reduce em-
ployee sick pay by 20%. Several
corporations, led by Daimler-

A new law, part of a
plan to create growth
and jobs, allows
German employers to
reduce sick pay by 20%.

Benz A.G., moved quickly to im-
plement those cuts.

Employees in Germany receive
full salary for days they are sick,
and there is no limit on how many
days they can receive sick pay.
Companies cover the cost for up to
six weeks; after that, German so-

cial insurance kicks in.

Amid wide-scale worker pro-
tests, German banks and some
leading corporations-including
Siemens A.G. and Opel, a sub-
sidiary of General Motors Corp.-
said they would also enact cuts, in
some cases ignoring existing labor
contracts.

The hard line prompted more
than 140,000 engineering workers
across Germany to strike against
Daimler and other companies.
Threats of strikes in the bank and
insurance industries followed.

Unions blasted employers for
cutting benefits guarded by pay
agreements, which require direct
negotiations to change. Employ-
ers, on the other hand, argued that
contracts refer to existing labor
laws, which have now changed.

Last week, that massive union
See Sick pay on page 97

London welcomes more technology
By SARAH GODDARD

LONDON-Although London
insurers are disappointed with the
status of the market-wide system
designed to speed up and reduce
the costs of insurance transac-

tions, they are embracing the elec-
tronic revolution with open arms.

And insurers and brokers are

starting to work hand in hand to
deliver cost-efficient, compatible
market systems.

Implementation of electronic
placing support was delayed
twice, by a combination of reluc-
tant users, poor delivery and in-
adequate systems.

Although the system is up and
running now, the market's per-
ception of it is poor.

"It just doesn't work," said
one leading Lloyd's underwriter,

Global Briefs

Standard & Poor's Corp. has
raised its claims-paying ability
rating for CNA International
Reinsurance Co. Ltd., a London-
based unit of Continental Casualty
Co., to A+ from BBB+. The rating
change reflects the credit rating
agency's view that CNAI is a
strategically important subsidiary
of its U.S. parent and has a key
role to play in its objective to ex-
pand into non-U.S. markets. S&P
also believes CNAI is showing im-
proved rating characteristics in its
own right, such as a leading posi-
tion in its specialized insurance
and reinsurance fields, affording it
"significant" influence over premi-
um rates and policy terms and
conditions... .Keith White is to

step down at the end of the year as
managing director of BAI (Run-
off) Ltd.,the company formed to

Pay claims for the defunct

Builders' Accident Insurance Ltd.

John Goodwin, currently the com-
pany's deputy managing director,
will take over on Jan. 1, 1997, as
managing director. The company
was placed in voluntary run-off in
June 1995. ...The London Interna-

tional Insurance & Reinsurance

Market Assn. has appointed Brian
Cornish to the new position of di-

though "this sort of thing must be
the way forward," the underwrit-
er added.

The sponsors of EPS-now

rather enigmatically called EPS
support-have been forced to for-
sake the idea of any timetable, in-
stead encouraging London market
participants to adopt it at their
own pace rather than ordaining
the schedule.

In a joint statement issued last
month, the four sponsors-the In-
stitute of London Underwriters,
the London International Insur-

ance & Reinsurance Assn., Lloyd's
of London and the Lloyd's Insur-
ance Brokers Committee-ad-

dressed the London market's con-

tinued uncertain view of the EPS

system, particularly in light of the
perceived threat of the fast-mov-
ing major brokers' World Insur-

rector of operations. Mr. Cornish
will be responsible for overall ad-
ministration of LIRMA's Secre-

tariat and liaison with existing
and prospective member compa-
nies. He previously was group per-
sonnel and administration director

of Jardine Insurance Brokers

P.L.C....Lloyd's of London has
appointed Kunihiko Sasamoto,
former deputy president of the Ya-
suda Fire & Marine Insurance Co.

Ltd., as president of its newly
formed Lloyd's Japan Inc., a
Tokyo-based service company that
is a wholly owned subsidiary of
the Corporation of Lloyd's. Lloyd's
approved the formation of Lloyd's
Japan in September to develop,
market and support Lloyd's un-
derwriters' insurance business in

Japan....Two new vehicles are
available for Lloyd's names to
convert to limited liability. Chariot

Underwriting P.L.C. is designed
for new and existing Lloyd's
names, while Chariot Inc. P.L.C. is
aimed at names belonging to the
Members Agents Pooling Arrange-
ments, whose members tradition-

ally underwrite lower amounts in
the market spread across a large
number of syndicates. Both con-
version vehicles were set up jointly
by Bankside Members Agency
Ltd. of London and Hodgson
Martin Ltd., an Edinburgh-based
investment company... .Equitas

ance Network initiative (BI, Nov.
6, 1995).

They reiterated their commit-
ment to electronic business and

the strearnlining that will eventu-
ally result from it.

"We support the need to devel-
op a market-wide electronic sys-
tem which fully supports the plac-
ing process and back office
functions," said the statement,
which was signed by the chairmen
of all four organizations. "In this
respect, we welcome the LIBC
main committee's request that
(the London Insurance Market
Network) and WIN should work
together to bring a practical and
cost effective solution to the mar-

ket."

Joint chief executive of WIN
Richard Wales said that WIN is

See EPS on next page

Holdings Ltd. has elected several
non-executive directors: Michael

Deeny, leader of the Gooda Walk-
er Action Group and a member of
the Council of Lloyd's of London;
Richard Spooner, an Assn. of
Lloyd's Members committee mem-
ber; and Sir Bryan Nicholson,
chairman of health care insurer

British United Provident Assn.

Ltd....French insurer Union des

Assurances de Paris has increased

its offering of shares in SCOR to 8
million shares from 7 rnillion, in

response to an oversubscription
from U.S. and European investors.
The public offering price has been
set at 197 French francs ($38.22)
per share, and the shares will be
listed on the Paris Bourse and The

New York Stock Exchange. Up to
1.4 billion francs ($271.6 million)
from the sale will be used to re-

duce UAP's debt... .Creditors of

St. Helen's Insurance Co. Ltd.,
which ceased underwriting and
went into runoff in 1968 as a result

of losses from 1965's Hurricane

Betsy, are set to receive another
10% dividend under a scheme of

arrangement designed by London
accountants Coopers & Lybrand.
This brings the total payments
through the scheme, set up in 1993,
to £30 million ($46.8 million), dis-
tributed among more than 200
creditors, against liabjlities of £100
million ($156 million).
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Tobacco
Continued from previous page

Also, as in the United States,
the tobacco companies named as
defendants in the case are expect-
ed to defend themselves aggres-
sively.

As in the United States, the
tobacco companies
named as defendants are

expected to defend
themselves aggressively.

Meanwhile, the case is one of
several being pursued against to-
bacco companies worldwide, ac-
cording to a spokeswoman with
the London-based lobbying group
Action on Smoking and Health.

Similar litigation is taking place
in the United States, where sever-
al states and individuals are suing
tobacco companies (BI, Sept. 23).

According to ASH, one case is

continuing in Scotland after a
hearing in July.

In that case, Margaret MeTear,
the widow of lung cancer victim
Alfred MeTear, who died last
year, is suing Imperial Tobacco.

Also, a case is continuing in
Northern Ireland, in which John
Dean, suffering from the rare con-
dition of Buerger's Disease, which
involves an inflammation of the

blood vessels, is suing Gallaher,
alleging that the condition was
caused through smoking.

In France, meanwhile, Paris-
based lawyer Francis Caballero is
preparing two cases against the
former French state tobacco com-

pany Seita, according to a
spokesman from the National
Committee Against Smoking, or
CNCT.

CNCT, which is funding the liti-
gation, is a private association
partly funded by the French Min-
istry of Health and Social Securi-
ty

Mr. Caballero confirmed he is
working on two possible cases but
would not comment further until
the cases are filed with the French
courts. Ell
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INTERNATIONAL

EPS
Continued from previous page
talking to all the existing net-
works already.

"We wish to cooperate, and if
possible, provide intereonnectivi-
ty, as long as it doesn't compro-
mise security," explained Mr.
Wales.

EPS has "not met market ex-

pectations," said the statement,
and its future use will be scaled
down to "those areas of business

where practizioners can foresee
achievable benefit."

The original intention was for
EPS to be a universal market sys-
tern.

Dieter Losse, the chairman of
LIMNET, foresaw cooperation be-
tween LIMNET and WIN out of

necessity, especially in areas such
as data standards, the transmis-
sion of unstructured information

and the development of applica-
tions.

A joint venture between the
New York-based Brokers & Rein-
surance Markets Assn., the Wash-
ington-based Reinsurance Assn.

h

Unionamerica Insurance Compar.y
is approved as an accredited
reinsurer for property/casualty
business in 40 lurisdictions. It is
the first London market company
to be accredited in the State of
New York,

Accreditation makes it easier

to do business with us.

But better still, it means you can
do so with confidence.

S\VERSA+

Unionamerica
insurance

Company
Limited

Suite 2, Ist Floor
London Underwriting Centre
3 Minster Court Mincing Lane
London EC3R 7DD

Tel: (44) 171-617 5959
Fax: (44) 171-617 5970
http://www. unionamerica.com

of America, and Brussels, Bel-
gium-based Reinsurance & Insur-
ance Network will help with data
standards, he added, a view
echoed by WIN's Mr. Wales.

"rhere are already some stan-
dards agreed, particularly ac-
counting data standards," said

newly launched newsletter, WIN-
Scope, and information on its ob-
jectives.

Its first major product, a closed
e-mail system for all broker and
insurance company participants
in the network, will be launched
sometime next year, said Mr.

'There are still areas where the application is
cumbersome and difficult...but EPS will gain
more and more currency as it is used more
and more,' says Dieter Losse.

Mr. Wales, "which are already
widely used in the reinsurance
community."

These standards, and the new
electronic data interchange stan-
dards under development by the
joint venture, will eventually
spread to the rest of the insurance
industry, predicted Mr. Wales.

As for EPS, "there are still areas
where the application. . .is cum-
bersome and difficult," Mr. Losse
admitted.

However, Mr. Losse added,
'EPS will gain more and more
currency as it is used Inore and
more."

European insurance companies
accessing the London Processing
Center systems through the recent
LIRMA European initiative have
been showing an interest in using
EPS (BI, March 11). "That shows
that EPS is a serious proposition
which will not go away," conclud-
ed Mr. Losse.

While EPS finds itself in the po-
sition of "not going away," WIN is
in the position of moving from
strength to strength.

This week it launches its own
Internet site at www.worldins.-
com.

The Internet site carries its

Wales.

This will allow any subscribing
company that has Lotus Notes,
CC:Mail or Microsoft Mail to send

e-mails to another, with attached
documents.

The attached documents can be
viewed but not altered. Also sup-
porting the e-mail feature will be
a directory of all individual sub-
scribers.

The next product to be launched
on WIN will be based on EDI, giv-
ing subscribers the opportunity to
process documents, rather than
just to view them, eliminating
rekeying and lowering the error
rate.

"A lot of carriers are interested

in joining WIN," said Mr. Wales.
and "one or two" are assisting
with systems'design.

Initially, the system is being
marketed to brokers and insur-

ance companies in North America
and Europe.

Other new insurance-related
web sites include LIRMA, which
is at http://www.lirma.co.uk,
Consolidated Financial Insurance,
a U.K. creditor insurance compa-
ny, at www.cfi.co.uk; and the
U.K. P&I Club at http://www.uk-
pandi.com. Ell
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Sick pay
Continued from page 95
resistance forced companies like
Siemens and Daimler-Benz to re-

verse their stand. A spokesman for
Munich-based Siemens sees in the

backdown the general plight of Ger-
man companies.

"At issue is our competitiveness,"
he says. a large percent "of our labor
costs now go for additional non-
wage labor costs like these benefits."

Germany is Siemens's least bear-
able labor cost market, he says, and
he admits the company has had no
alternative but to export some pro-
duction. "The trend is clear. If we

can't reduce labor costs the jobs
go--particularly lower-skilled

jobs."
Gerrnan unemployment has

reached a near record post-war

'The cause of our

problems is really the
lack of incentive to

work,' says a Daimler-
Benz spokesman.

high. The unemployment rate is
about 12% or 13% in eastern Ger-

many and 5% or 6% in the west; the
total is 10%.

Last week, Siemens reversed itself
and said it would continue to pay
100% of sick pay, but 20% of that
amount will be paid into a neutral
fund for now. Should further nego-
tiations with unions not support a
reduction in sick pay, the funds will
be paid out to workers.

Some optimists, including Karl
Feuerstein, who is head of Daimler-
Benz' works council and a labor rep-
resentative, see room for a final
agreement "by the end of the
month." Works councils are legally
required company boards that are
made up of management and labor
and try to resolve problems in the
compames.

The agreement is not likely to
make Daimler-Benz and other Ger-

man companies very happy. Unions
want a 4.5% to 5% wage hike and
no further discussion about cuts in

sick pay, vacation or Christmas
bonus cuts-exactly the opposite of
what employers want.

Daimler-Benz points to a recent
study that shows its metal workers
earn 48 DM ($31) an hour, of which
21 DM ($14) is additional wage costs
like benefits, meaning the employee
takes home 27 DM ($18) an hour. In
the United States, the same worker
would earn 27 DM, of which 8 DM
($5) is benefits.

"Even other states like Sweden

with a strong social market economy
have comparable wages of only 30
DM ($20) and 13 DM ($8) benefits,"
a Daimler spokesman said.

Employers hope the new wage
talks that began last week will im-
prove their lot. However, they say
the decision to back down from sick

pay demands has weakened their
position.

Another factor working against
employers is dissension and mixed
signals from within their ranks.
That become evident last week,
when Gesamtmetall, an association
of German employers in the metals
industry, reversed an earlier recom-
mendation to immediately imple-
ment new laws to cut sick pay.

"It is an act of enormous stupidity
to react in this way to political deci-
sions favorable to business," wrote
Eberhard Hamer, head of the Mit-
tlelstandsinstitut, a group repre-
senting small businesses, in an arti-
cle critical of Gesamtmetall in the

Frankfurter Allgemeine.
Mr. Hamer fears that employers'

groups now run the risk of not being
taken seriously by politicians, who
support improving the competitive-
ness of German business by lower-
ing labor costs.

Small businesses are upset with
Gesamtmetall because most do not

have negotiated wage contracts but
are free to apply the 20% sick pay
reduction.

Meanwhile, the German Assn. of
Middle and Small Businesses rec-

ommends companies cut sick pay
"to acquire a competitive edge," said
Stefan von der Heiden, head of pub-
lie affairs.

The pressure on industry, howev-
er, is enormous, the Daimler
spokesman says. "When the strike
occurred it created for Daimler-
Benz AG. a multimillion-dollar
loss. Under those circumstances we
ask the question: Is it worth it?"

At least some employer federation
leaders, such as Gesamtmetall
Chairman Werner Stumpfe, say no.
But he also had some unkind words

for the government, which he said
undermined its own reform.

Once the law was passed, some
government representatives recom-
mended that companies not use it.
"It's unprecedented in the history of
this country that a government
passes a law only to warn against it
being put into effect," Mr. Stumpfe
said.

The irony of the situation is that
unions openly support changes that
lead to job guarantees. With up to
120,000 jobs lost in industry each
year, unions support cost reductions
but want to say how they should
come.

Ursula Engelen-Kefer, deputy
head of the trade union umbrella or-

ganization Deutsche Gew-

erksshaftsbund, said it was a ques-
tion of sensibility. "The unions are
aware of the need to reduce costs,
but that shouldn't happen through
unilateral measures such as sick pay
cuts for employees," she said on
German radio.

Unions support improvements in
safety and other health measures at
work and say it could ultimately re-
sult in savings of up to 100 billion
DM ($65.31 billion), compared with
60 billion DM ($39.19 billion) ex-
pected to be saved by the 20% cut in
sick pay.

The lower absenteeism created by
such improvement measures is on a
list of improvements employers
want to see. The main problem con-
fronting German companies is that
there is too much incentive for

workers to not work, the Daimler-
Benz spokesman said.

"The cause of our problems is re-
ally the lack of incentive to work.
We have to cut costs for not work-
ing. That's the point. That's why sick
pay reduction is a good idea."

In many Daimler factories, new
incentives are being tested to im-
prove worker presence on the job, he
said. "We've begun some counter-
measures, which include increased
worker counseling, but it's only part
of the problem," he admits.

Regional employers' associations
are now looking to reach new con-
tracts with unions that would take

such points into consideration. They
have already canceled contracts that
regulate vacation and Christmas
bonuses.

In Germany, employees get six
weeks of paid vacation and a bonus
equivalent to a month's wages at
Christmas. These privileges are now
to be part of a new wage deal in
1997. At best, employers hope to
make sick pay reductions-compro-
mises have been proposed-another
point of negotiation. Industry repre-
sentatives hope for a final agree-
ment sometime this year. ial
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TO· ALL POLICYHOLDERS, CREDITORS OR OTHER PERSONS OR

LEGAL NOTICE LEGAL NOTICE COMMONWEALTH OF KENTUCKY ENTITIES INTERESTED IN THE MUTUAL FIRE, MARINE AND INLAND INSURANCE
COMPANY (IN REHABILITATION)

FRANKLIN CIRCUIT COURT
PLEASE TAKE NOTICE that the Honorable Linda S Kaiser, insurance

1 DIVISION NO. 11
IN THE CIRCUIT COURT OF COLE COUNTY, MISSOURI Commissioner of the Commonwealth of Pennsylvania, ai Rehabilitator (' Rehabilitator") of the

IN RE TRANSIT CASUALTY COMPANY IN RECEIVERSHIP CIVIL ACTION NO. 85-Cl-0591 Mutual Fire, Manne and Inland Insurance Company On Rehabilitatton) (' Mutual Fire") has filed
a Petition to Terminate Rehabilitation and Request for Discharge (the ' Petition") m the

CAUSE NO. CV185-1206CC IN RE: ) Commonwealth Court of Pennsylvania (the Court") dt the above docket number
NOTICE OF HEARING PARTIAL DISTRIBUTION ) in addition to seeking termination of the Rehabilitation, restonng possession of its

DELTA AMERICA RE INSURANCE COMPANY ) property and permitting Mutual Fire to resume operations as a mutual insurance company, the
To All Creditors of Transit Casualty Company in Receivership Petition requests the Court, interaha, to orderthat only those obligations 01 Mutual Fire which have

("Transit") IN LIQUIDATION ) been established by the Plan and/or by an Order of the Commonwealth Court shall survive the ter
mination of the Rehabilitation and discharge

Where Division 11, Cole County Courthouse, Jefferson City, Missouri NOTICE IS HEREBY GIVEN that on September 20, The procedures descnbed below are to be followed by those filing objections to the
When Wednesday, October 23, 1996 at 200pm,CDT 1996, George Nichols Ill, Commissioner of Insurance of the Petition

Commonwealth of Kentucky, in his capacity as Liquidator OBJECTIONS TO THE PETITION MUST BE IN WRITING, FILED WITH THE
COMMONWEALTH COURT OF PENNSYLVANIA AT DOCKET NO 3483 C D 1986, ANDPLEASE TAKE NOTICE THAT A HEARING WILL BE HELD ("Liquidatof) of Delta America Re Insurance Company, formerl SENT TO OFFICE OFTHE PROTHONOTARY, COMMONWEALTH COURT OFPENNSYL-BEFORE THE HONORABLE BYRON L KINDER, CIRCUIT COURT JUDGE,

ON THE APPLICATION OF TRANSIT'S SPECIAL DEPUTY RECEIVER, known as Elkhorn Insurance Company and Elkhorn Re Insurance VANIA, AT WIDENER BUILDING 9TH FLOOR. 1339 CHESTNUT STREET, PHILADEL
BURLEIGH ARNOLD, TO APPROVE A "THIRD DISTRIBUTION"OF TRAN- Company ("Delta"), submitted a proposed Creditors Dividend PHIA, PA 19107 QE SOUTH OFFICE BUILDING, ROOM 624, HARRISBURG, PA 17120
SIT'S ASSETS TO CLAIMANTS Payment Plan ("Plan") to the Franklin County, Kentucky Circuit OBJECTIONS MUST BE RECEIVED NO LATER THAN NOVEMBER 8,1996

YOU MAY PARTICIPATE IN THIS HEARING IN PERSON OR BY Court ("Court") providing for the establishment of procedures and (THE RESPONSE DEADLINE) A COPY OF ANY OBJECTION FILED WITH THE COM
TELEPHONE IF YOU DESIRE TO PARTICIPATE BY TELEPHONE, PLEASE MONWEALTH COURT MUST BE MAILED TO RICHARD DiSALLE, ESQUIRE OF ROSE,methodologies for the updating and allowance of claims and the SCHMIDT, HASLEY & DISALLE. PC, COUNSEL FOR THE REHABILITATOR, LOCATEDCONTACT RIC MUNOZ AT (310) 772-8355 AT LEAST 48 HOURS BEFORE subsequent distribution of the assets of Delta Also on that day, AT 900 OLIVER BUILDING, PITTSBURGH, PA 15222 2310 FAILURE TO OBJECT TO THE
THE HEARING AND HE WILLACCOMMODATE HE WILLALSO GIVEYOU the Court entered an order requiring the Liquidator to mail, on or PETITION ON OR BEFORE THE RESPONSE DEADLINE MAY RESULT IN YOUR NOT
DIRECTIONS TO THE COURTHOUSE IF YOU DESIRE TO APPEAR IN before September 30, 1996, a copy of the Plan and certain other BEING PERMITTED TO BE HEARD IN ANY HEARING RELATED TO THE PETITION
PERSON

materials to each claimant of Delta that nas previously filed an POLICYHOLDERS, PAYEES AND CREDITORS WHO WANT A COPY OF THE PETI-
Pursuant to the Court-approved Plan of Distribution and the formula original, amended or supplemental proof of claim The Court's TION MAY OBTAIN ONE FREE OF CHARGE BY SENDING A REQUEST TO·

for distribution, the Special Deputy Receiver will seek the Court's approval to make order also required any claimant desiring to object to any provi- "PETITION TO TERMINATE"

THE MUTUAL FIRE, MARINE AND INLAND INSURANCEan intenm, third partial distnbution of the net available assets of the Receivership sion of the Plan to file objections with the Court on or before
m order that Transit may pay certain claimants a percentage of their allowed claims COMPANY (IN REHABILITATION)

November 1, 1996 and scheduled a hearing on the Liquidator'sm January 1997, in accordance with Section 375 700, Revised Statutes of Missoun 1700 MARKET STREET, SUITE 1110
motion to approve the Plan on November 14, 1996 at 200pm, PHILADELPHIA, PA 19103

The Special Deputy Receiver will present testimony to Judge Kinder at the Franklin County Courthouse, 218 St Clair Street, Frankfort, OR BY FACSIMILETO (215) 567-9300
from Transit's staff and consultants on the assets available for distribution, the pre- Kentucky If approved, the Plan requires any claimant wishing to You may direct questions concerning the Petition to Mutual Fire personnel by call-sent "allowed claims" against the estate and an actuanal estimate of the dollar

share In the assets of the estate to update its existing proof or ing 1 800-583-8049 if you iwe a message, be sure to give your name, address and telephone numamount of future claims mil pending against the estate This evidence of Transit's ber, including the area code Also, include the refeience number whmh ts on the mailing label of
assets and hat,ilities will be considered by the Court, along with any evidence a proofs of claim by timely filing the applicable Final Update this notice
claimant may wish to present, m determining the exact percentage of the allowed Valuation Form or omnibus filing with the Liquidator on or before RICHARD DiSALLE, ESQUIRE
claims which may be paid to third-class creditors m this third distnbution December 2, 1996 Requests for copies of the Plan and further For and on Behalfof Linda S Kaiser

The Special Deputy Receiver anticipates that this third distnbution information should be directed to Delta America Re Insurance Insurance Commisqioner of the

will be an additional 3% on the claims which were previously paid a total of 13% Company, In Liquidation, PO Box 1449, Frankfort, Kentucky Commonwealth of Pennsylvania, as

in distributions, and 16% on claims newly approved and acknowledged after Rehabilitator of the Mutual Fire,

September 30,1995 40602-1449, attention Sandra A Batts, Director of Estate Manne and Inland inburance Company
Closure, telephone (502) 223-4000, fax (502) 223-4011 (in Rehabilitation)
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Lloyd's acts
to collect debt

By EDWIN UNSWORTH

LONDON-Lloyd's of London is
sending dunning letters to recover
some £500 million ($781.5 inillion; in
outstanding underwriting debts from
members who refused to participate
in its £3.2 billion ($5.01 billion) settle-
ment offer.

Letters sent by its debt collector at
the start of this month were followed

up a week later by writs to some of
those with debts still outstanding.

Lloyd's confirmed last week thatits
debt collection agency, Dibb Lupton
Alsop of London, sent the letters Oct.
1 to 908 Lloyd's names. The letters
threatened legal action unless the
names paid their share of claims by
Sept. 30.

The 908 letters sent so far cover al-

most half of the 1,836 "refuseniks," as

the non-paying names who have out-
standing debts at Lloyd's have been
dubbed by in market.

A spokesman for Lloyd's said U.K.
names had been told in the letters

that they were expected to reply
within seven days, while North
American names were given two

weeks to respond. On Oct. 10, some
207 writs were dispatched to U.K
names who had still not paid after re
ceiving their lettens.

A Lloyd's spokesman said these
first writs are being sent to names
Lloyd's deems can afford to pay but
have refused to do so. Most of these

names think they should not have to
pay because many of the underwrit-
ing losses they share were chalked up
in the period 1988-1992, when
Lloyd's made huge losses, mainly in
US. asbestos and pollution claims,
largely as a result of what Lloyd's
leaders have since admitted were

negligent underwriting practices.
Lloyd's hopes to bring the first

non-payers to court in so-called test
cases, which would set precedent for
subsequent legal action, before the
end of the year.

Some of the names who have nc,t

paid include those who accepted the
settlement offer. Phjlip Holden, head
of the financial recovery department
at Dibb Lupton Alsop, said by the
middle of this week Lloyd's expects
to know how many of the accepting
names haven't paid, thereby breaking
the terms of the settlement offer, and
prompting Lloyd's to sue them.

The United Names Organisation
and the Lloyd's Names Assn.'s Work-
ing Party, both of which represent
names who have not paid debts, is-
sued similar statements last week

criticizing the letters for their
"threatening" and intimidating tone
and for overstating the outstanding
debt of individual names. They said
the letters ignore all the money owec
to names in litigation credits won in
past court eases against Lloyd's.
which the United Names Organisa-
tion claimed amounted to "hundreds

of millions of pounds," and from stop
loss recoveries and profits on their
underwriting. As part of the settle-
ment, though, names accepting the
offer agreed to forego receiving
money they would otherwise have
been due under court eases they won
against Lloyd's.

The United Names Organisation
said that it would be "veil, difficult"
for Lloyd's to prove the sums it is
seeking. ''Not a single figure has been
audited. None of it is being used to
pay claims." the statement said.

It also stated it welcomed the op-
portunity to go to court as a means of
further revealing "Lloyd's incompe-
tence. duplicity. and willingness to
mislead its names. its policyholders
and the public." ig'
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Law shifts securities litigation patterns
By MICHAEL PRINCE

WALTHAM, Mass.-Like water
searching for the weak spot in a
dam, plaintiffs attorneys are look-
ing for ways to get over obstacles
to lawsuits presented by the secu-
rities litigation reform law passed
last year, two lawyers said.

While securities litigation is
down slightly, the Private Securi-
ties Litigation Reform Act of 1995
has not shielded companies from

suits, but has changed the way
those cases are brought, conclud-
ed Dan Bailey and Stan Bernstein,
securities attorneys who spoke at
the 29th Watson Wyatt Directors
and Officers Liability Symposium
in Waltham, Mass.

Among its provisions, the law:
changes the lead plaintiff of the
case-and the lead attorney-
from the first shareholder to file

the suit to the one with the largest
stake in its outcome; eliminates

29« Watson Wyatt
Directors & Officers

Liability Symposium

joint and several liability in favor
of proportional liability; provides
protections from liability for for-
ward-looking statements that
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contain a warning issued by a
company that turn out to be inac-
curate; raises the standards for
the plaintiff making cases easier
to dismiss; and changes the way
damages are calculated that will
result in lower damages to the
plaintiffs.

The Act, passed last year by
Congress over President Clinton's
veto, applies tc all suits filed after
Dec 22, 1995, and was designed to
reduce the number of shareholder

suits against companies. Its affect,
however, may benefit plaintiffs,
Mr. Bernstein said.

"The securities class-action

field is alive and well," said Mr.
Bernstein, a plaintiffs lawyer with
New York's Bernstein Liebhard &

Lifshitz.

"In reality, although th2 new
law will significantly affect how
securities claims against direc-
tors and officers) and others are

prosecuted, tne legislation will
likely result in only a modest
change in tha number of cases
filed or dismissed," wrote Mr.
Bailey, of Arter & Hadden in
Columbus, Ohio, in a paper he
presented.

With some of the once-common

avenues to litigation pinched off
or made more difficult to travel,
some attorneys have found alter-
natives, according to the two ex-
perts. Because the new law ap-
plies only to suits filed in federal
court under federal securities law,
lawyers are bringing suits :n state
courts under statutes or common

law. For example, under the laws
governing corporate directors in
most states, suits can brought for
breach of fiduciary duly and
derivative suits can be filed,
where the suit is brought by a
shareholder against the d.rectors
in the name cf the company.

One fruitful area, according to
Mr. Bernstein, is state suits in-
volving initial public offerings.
An interesting wrinkle in federal
law left unaddressed is that suits

alleging misstatements in a com-
pany's initial public offeing can
be brought in state court, and
cannot be sent to federal c jurt,

One of rhe more effective

changes made by the law was end-
ing the race to the courthouse, the
lawyers agreed. Before the law,
plaintiffs' attorneys raced to be-
come the first to file suit after a

company's stock price dropped.
The first to file generally was cho-
sen the lead plaintiff in the class-
action suit, and the attorney was
the lead attorney. The lawyers
who filed later, even by a few
minutes, were generally consigned
to a secondary role and a smaller
fee.

Now a race for the biggest client
replaces the race to the court-
house. The new law states that the

shareholder with the largest stake
in the outcome, the one with the

most shares, becomes the lead
plaintiff. And to notify sharehold-
ers of the suit, the plaintiff's at-
torney now must advertise the
suit's filing in a "widely circulat-
ed business-oriented publication
or wire service."

At first plaintiffs were reluctant
to do this, Mr. Bernstein said, be-
cause that would alert others to

the suit and might bring in a larg-
er plaintiff to take over the case.

What he has found, however, is
that rather than leading to a large
institutional investor coming for-
ward to take over the suit from at-

torneys, many small shareholders
are calling in response to the ads
wanting to become the lead plain-
tiff. Plaintiffs firms then aggre-
gate the shares of all their plain-
tiffs, and the firm possessing the
largest total becomes lead coun-
sel.

The result is that firms now ex-

tensively advertise their suits and
issue news releases to draw in

plaintiffs, Mr. Bernstein said.
"Now it's the first to advertise,"

he said.

This new procedure presents a
drawback to companies, the
lawyers said. Once they knew im-

mediately if they would be sued,
now it could be weeks or months

for a suit to follow a drop in stock
price. As a result, when renewing
D&0 policies, underwriters will
conduct more thorough searches
of the company's stock price than

See Litigation next page
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Litigation said

The new rules on forward-looking More, cheaper D&0 coverage
statements can also be "a trap for the

' Continued fromprev:ous page unwary," Mr Bernstem said, as a
was previously done, Mr Bailey sail, company that fails to follow its re- Large capacity chases smaller market demand

By MICHAEL PRINCE If the company suffers a large
D&0 claim, it might not have any'In reality...the legislation will likely result in WALTHAM, Mass -The pre-  tSO! VVyatt more coverage under its 11mlts to

only a modest change in the number of sent directors and officers market
Directors & Officers pay EPL claims Or if it has many

is "nuts," with not only low prices EPL claims, which tend to be
cases filed or disrnissed,' securities lawyer but also comprehensive policies, Liability Symposi u m smaller, they won't be covered be-
Dan Bailey wrote.

says an underwriter cause of the high self-insured re-
More companies are writing tention

D&0 policies and doing it on a tween the directors and officers One area where D&0 coverage
"kitchen sink approach," meaning on one hand and the company on has changed is with hospitals, Mr
they're offering virtually every- the other where both are defen- Fanizza said In the past their pol-

and the underwnter may look at a quirements won't benefit from its thing, Janet Carm-chael, vp of the dants in a suit, Ms Carmichael icy was not important, because
, price drop several months pnor b protections Crump Group in Nashville, Tenn , said Traditionally, companies most hospitals were non-profit,

renewal as a source of potential Overall, these heavdy touted pro- said at the 29th Watson Wyatt Di- purchased policies for their direc- but with more hospitals merging
claims telions wlll have minimal effect, the rectors and Officers Liability tors and officers, but the company and becoming for-profit "this has

A malor provision of the reforn lawyers concluded, and wlll not pro- Symposium in Waltham, Mass was left uninsured for the part of completely changed," he said, and
act is almed at protectlng compame tect against the strong cases Large capacity chasing smaller any settlement allocated to the now D&0 coverage for hospitals
from statements they make about It protects agamst the weakest demand lS the reason for the soft company is a hot topic
the future of the compan> cases we had to begin with," Mr market, said Giovanni Fanizza, Also growing in popularity in Ms Carmichael also sees that
Plaintiffs would use these state- Bernstein said senior vp for General Reinsurance recent years are policies that offer the market for coverage of initial

ments, which often portrayed .a Another way the plaintiffs bar is Corp in Stamford, Conn, who entity coverage for employment public offermgs has become sim-
strong future, as evidence of an at- circumventing the law iS by chang- also spoke at the symposium practices liability and security pler More carriers offer IPO cov-
tempt to mislead Investors if the ing state laws Callfornia voters m "The surplus that is there and suits while maintaining full D&0 erage, and though the price has
company's stock subsequently fell November wall vote on Proposition available is simply outstanding," coverage not dropped, buyers "get much
The new law shields companies from 211, which would hberalize the laws he said This policy, however, is Only greater coverage for the same
hability if these "forward-looking m Callfomia for secunties class-ac- Part of the surpl is is from com- available for privately held com- pricing as before," she said
statements" contam cautionary lan- tion sults m state court (see story, panies entering the field in the parnes "For the buyer lt'S a lot An increasingly common type of
guage saying actual results may dif- page 1) The proposition is supported past few years, when the market more comfortable because you IPO pollcy is a three-year policy
fer from the projections, Mr Bailey by plaintiffs securities lawyers and was stable, by luring away experi- have a variety of companies" that that covers both prospectus expo-
said "would effectively undo at the state enced managers from other carri- sell, she said sure with ongoing D&0 coverage

But loopholes m the law prevent n level all of the class-action reform ers, he said One aspect of D&0 coverage For this coverage it is common for
from shuttmg out these types of provisions contained in the new fed- The added competinon did not, that has become more popular is underwriters to examine the com-
claims, they said For example, the eral legislation," Mr Bailey wrote however, cause an immediate employment practices liability pany's insider trading policy as
law does not give protection to: One unexpected change is that be- drop in prices but a gradual drop coverage that lS added to a D&0 well as its communication policy,
company's financial statements cause plaintffs frms have shghtly along with incremental increases policy as an endorsement "EPL as many D&O suits arise when a
Plaintiffs attorneys now are usmg fewer cases, they demand higher in coverage "It's never one big coverage has exploded in the last company issues misleading public
hgures In the fmancial statements, prices to settle the ones they do have step but a series of many tiny few years," Mr Fanizza said, statements or officers engage in
whlch they say forecast the future, to m order to maintain their levels of steps," he said though it is not always necessary Inside trading of the company's
support their cases, Mr Bernstein income, the lawyers said IEN He called these increases in cov- "For large 1nsureds you don't stock

erage, with no increases in premi- have to worry about EPL cover- As a result of the soft U S mar-

ums, "price reductions in drag " age because it's within the self-in- ket, many underwriters are look-

D&0 claim frequency An example of increased cover- sured retention," he said, adding ing overseas to write policies, Mr
age Since the 1980s it has become that for smaller companies and Fanizza said
popular for companies to pur- non-profits it is necessary because Until recently, most foreign
chase "side A' pohcies that pro- their D&0 policies generally have companies did not need D&0 cov-steady, study shows tect directors and officers where a lower SIR erage, because shareholder suits
the company's indemnity plan One factor companies should were rare

Larger companies hit more often
doesn't, Ms Carmichael said keep in mind in buying compre- This has changed as new laws in

In recent years entity coverage hensive policies is combining their native countlnes and greater
for securities suits has become D&0 coverage with EPL cover- exposure to claims in the U S -as
available that remains in place age Generally EPL coverage has these companies enter the Ameri-

WALTHAM, Mass -Direc- Companies involved with even if the individual director or much lower self-insured retention can capital markets-have forced
tors and officers liability claim merger, acquisition or divesti- officer is dismissed from the suit, levels than D&0 coverage, as em- these companies to look for cover-
frequency is steady, according ture activity had a rate of 0 84 Ms Carmichael said ployment suits result in lower set- age
to preliminary results from the claims per company in the 10- The entity coverage addresses tlement amounts "What's happening is that D&0
1996 Watson Wyatt Worldwide year period, compared with the problem of allocation A major If a company combines EPL is the most visible line of insur-
D&O Liability Survey 0.34 for those without any ac- issue in D&0 pollcies has been the coverage with D&0 coverage, it ance at the board level interna-

Continuing the trend from tivity allocation of any settlement be- might get hurt tionally," he said

294
The breakdown of claims

shows more claims from share-

Watson Wyatt holders and less from cus-
tomers Suits from sharehold-

Directors & Officers ers rose to 50% of claims in the Complete SEC filings key
1996 survey from 46% in lastLiability Symposium year's survey, while customer
D&O suits dropped to 14% of to loss prevention, lawyer says
claims from 18% Employee

earlier years, the 1996 results claims dropped to 24% from

1 show that D&0 claims are 25% m the 1995 survey By MICHAEL PRINCE of risk factors, which should be as formal fluff announcements to
more frequent against larger As for the cost of claims, that complete as possible shareholders

r companies than smaller ones increased to $6 3 million per WALTHAM, Mass -Life as a "The amount of time you spend "This is the biggest danger you
For companies with assets of closed claim in the 1996 survey defendant in a class-action securi- on that is insignificant compared have out there," Mr Smith said,
more than $1 billion, the 1996 from $45 million in the survey ties suit presents the -difficulty to the amount of time you will as they are frequently cited by

1 survey found an average of last year of responsible commitment in plaintiffs attorneys in their suits
4 1 28 claims per company over The large increase may be an absurd universe,"said Stephen Examples of such fluff are let-
1 the 10-year period dating from due to one $100 million claim Smith, general counsel for Ex- 294Watson Wyatt ters from heads of the company to

the first half of this year back m the 1996 study, said Mark abyte Corp shareholders that discuss the fu-

to 1987 That figure was un- Larsen, the Watson Wyatt sur- Exabyte, a Boulder, Colo -based Directors & Officers ture performance of the company
 changed from the 1995 survey vey director maker of data storage systems, Another concern is suits con-

Liability Symposiumfindings The D&0 liability sympo- was sued in 1992 after a company necting the company to predic-
Smaller companies have slum drew about 80 attendees report of lower quarterly earnings tions made by stock analysts by

1 claim frequencies of about The next Watson Wyatt D&0 led to a 38% drop in the stock saying the forecasts were based on
one-sixth that rate, according symposium will be held Feb 6- price spend with plaintiffs' attorneys on information supplied by the com-
to the survey that was present- 7,1997, in San Diego For more Within 48 hours the company this issue," he said during a ses- pany
ed at the 29th Watson Wyatt Information, contact, Mary was hit by eight shareholder mon at the 29th Watson Wyatt Di- To avoid this problem, Mr
Directors and Officers Liabili- Maze at Watson Wyatt World- class-action suits Although a fed- rectors and Officers Liability Smith prepares transcripts of all
ty Symposium in Waltham, wide, 312-704-2483 eral judge dismissed tne suits in Symposium in Waltham, Mass conversations between company
Mass Copies of the D&0 Liability 1993, Mr Smith calls defending When drafting documents for officials and analysts and makes

Similarly, over the same pe- Survey are available for $300 them "a life-changing event" from the public he uses the "100 to 1 them available to potential in-
riod, companies with more on a prepaid basis Checks which he has drawn lessons in rule " vestors

than 500 shareholders had a should be made payable to preventing future claims "If there is a 100% chance of Mr Smith further advised that

claim frequency of 09 per Watson Wyatt Worldwide and An important part of any loss something good happening I will companies become partners with
' company, about three times the sent to Mary Maze, Watson prevention program is careful disclose it," Mr Smith said "Or if their D&0 carriers prior to any

claim frequency of companies Wyatt Worldwide, 303 W drafting of yearly and quarterly there is a 1% chance of something suit being filed, as their interests
with fewer than 500 sharehold- Madison, Suite 2400, Chicago, Securities and Exchange Commis- bad happening I will also disclose are identical
ers, also unchanged from last Ill 60606-3308 mon filings, he said lt" After a suit, "a carrier is noth-
year's survey -By Michael Prince These are a company's best Companies also should prevent ing other than someone to sue," he

friends, he said, especially the list company officials from issuing in- said
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MSAs
Continued from page 1

Unlike their distant cousin, flexible
spending accounts, MSAs can accu-
mulate unused funds. Employees do
not have to forfeit funds in their

MSAs at the end of the year, as they
must with flexible spending accounts.
When employees reach age 65, they
can withdraw money in their MSAs
for any purpose and pay only regular
income taxes. Prior to that, a 15% ex-
cise tax, plus regular income taxes,
are due on MSA withdrawals for non-
health care expenses.

MSAs offer a double benefit to em-
ployees, said Mr. Kimball. "You can
save money for medical expenses and
for retirement."

Given all those features, Mr. Kim-
ball said the insurance agency intends
to convert its edsting MSA pro-
gram-underwritten by Golden Rule
Insurance Co. of Indianapolis--into a
tax-favored one next year when the
new rules affecting MSAs take effect.

"This is something that makes per-
feet sense. Very seldom do you get
something out of Washington that
makes so much sense. This, undoubt-
edly is going to be a big hit," Mr. Kim-
ball said.

Indeed, interest in MSAs-from
employers and employees-already is
high.

For example, after a local newspa-
per carried a story about a new MSA
program Blue Cross & Blue Shield
United of Wisconsin in Milwaukee
will offer next year, the company was
flooded with phone calls from em-
ployers and employees wanting more
information, said Rebecca Rogers, di-
rector of marketing.

"We think this is going to be very
popular with professionals, like attor-
neys and accountants, as well as em-
ployers who felt they could not afford
to offer a health insurance plan," Ms.
Rogers said.

"Once people understand the tax
advantages involved, they become
very interested," added Porter
O'Meara, second vp-individual medi-
cal product development with Time
Insurance Co. in Milwaukee, which
next month will begin marketing
MSA policies in the small group mar-
ket in 40 states and the District of
Columbia.

BC&BS United and Time Insurance

aren't the only inslus who intend to
take advantage of the changes in tax
law and enter the tax-favored MSA
market.

Other insurers that are readying
tax-favored MSA policies for the
small employer market include Indi-
anapolis-based Golden Rule, an MSA
pioneer, which aggrssively lobbied
Congress to give MSAs tax breaks;

CNA Insurance Cos. in Chicago; Em-
ployers Health Insurance Co. of Green
Bay, Wis.; a Humana Corp. unit; and
PFL Life Insurance Co. of North
Richland Hills, Texas.

Other insurers, though, including
CIGNA Corp., Prudential Insurance
Co. of America and The Principal Fi-
nancial Group, have no immediate
plans to enter the tax-favored MSA
market.

"We still feel there are enough regu-
latory uncertainties before we get real
excited about the new MSAs," said
Kraig Boysen, The Principal's director

to manage investment of employer
contributions to the MSAs.

"The entire operation will be han-
dled by CNA," said Zaven Kazazian,
CNA's senior vp of group operations
in Chicago.

By contrast, Blue Cross & Blue
Shield United of Wisconsin has

tapped FlexBen Corp., a benefits con-
sulting firm in Mequon, Wis., to ad-
minister the MSAs, while Ftistar In-
vestment & Research Management
Co. of Milwaukee will manage money
deposited in the MSA

Some insurers already are linking

'This is something that makes perfect
sense. Very seldom do you get something
out of Washington that makes so much
sense,' says Doug Kimball.

of strategic development in Des
Moines, Iowa.

One uncertainty-perhaps The
biggest-is what happens if demand
for MSAs exceeds the number of poli-
cies Congress agreed could be written.

Under a compromise reached with
the Clinton administration, which op-
posed MSAs, Congress authorized
tax-favored MSAs through the year
2000. But as part of that compromise,
Congress limited the number of MSA
policies that could be written dining
this pilot period to 750,000. The Inter-
nal Revenue Service is supposed to
survey insurers to find out how many
MSA policies they have written to see
if the cap is hit.

But no one knows for sure-until

federal regulations are published-
what happens if this cap is hit as soon
as the law goes into effect on Jan. 1 or
shortly thereafter and before the IRS
completes its MSA survey. The IRS
survey isn't expected to be completed
until the summer of 1997.

But MSA backers say it is unlikely
that the IRS would force MSA policy-
holders to retroactively give up their
MSAs if the IRS survey turns up more
than 750,000 MSAs.

If that occurs, the most likely action
would be that the IRS would bar new
MSA policies from being sold but
would allow edsting MSA policies to
continue, said Jack Strayer, director
of federal affairs at the Council for

Affordable Health Insurance, an MSA
advocacy group in Alexandria, Va.

Insurers are taking different ap-
proaches in marketing and adminis-
tering MSAs, For example, CNA says
it will handle all administration of
MS+As as well as using a CNA sub-
sidiary-CalTrust Bancorporation-

up with trade associations to help
them market the new MSA policies to
their members. For example, the
Metropolitan Milwaukee Assn. of
Commerce will offer BC&BS United
MSA produci to its members, along-
side other health plans it now offers

"Our members are looking for an-
other health insurance option," said
Julie Granger, the association's com-
munications ,director.

Despite their enthusiasm, insurers
offering MSAs say they are not for ev-
eryone. "You have to determine if the
product is right for your workforce,"
said Greg Rotherham, a Humana vp
in Louisville.

Employers, MSA experts say, have
to consider such variables as the

strength of managed care in their
markets as well as the health of their
employees. In general, MSAs will be
most attractive to companies with
young, healthy employees because
they would be most likely not to ex-
haust their MSAs paying for medical
claims that fall under their high-de-
ductible health care plans.

Employers also have to be careful to
structure their MSA program so that
the amount they pay in insurance pre-
miums for a high-deductible plan and
the amount they kick into employees'
MSAs does not exceed what they pre-
viously were paying in health insur-
ance premiums.

While it is likely to be years before it
is known whether MSAs can hold
down health care costs, some backers
already are excited about the poten-
tial effects of MSAs

"This is very exciting. We've never
had the opportunity to reward em-
ployees for being good health care
consumers," said Ms Rogers. iEl

Tax breaks limited for MSAs
WASHINGTON-While medi-

cal savings accounts will enjoy
new tax breaks, Congress has
set tough limits on who can have
tax-favored MSAs and how they
can be structured.

During a four-year pilot pro-
gram, which begins Jan. 1, only
employers with 50 or fewer em-
ployees will be allowed to have
tax-favored MSAs.

At the end of the pilot period,
Congress will decide whether to
kill the program or expand it to
larger companies.

However, if the MSA experi-
ment is ended, employees with
MSAs will be allowed to contin-

ue to contribute to their ac-
counts.

Congress also made clear that
MSAs must be linked to high-
deductible health insurance

plans-those with annual de-

ductibles of at least $1,500 but
no more than $2,250 for individ-
ual coverage and a minimum de-
ductible of $3,000 and a maxi-
mum deductible of $4,500 for
family coverage.

The maximum annual out-of-
pocket expense for those with
individual coverage would be
$3,000, with a $5,000 annual
out-of-pocket limit for family
coverage.

The maximum annual contri-

bution an employer can make to
an MSA is 65% of the de-
ductible for individual coverage
and 75% of the deductible for
family coverage.

MSA backers say the MSA
provisions-included in a

broader health care portability
bill Congress passed this sum-
Iner--are only the starting
point.

They intend to lobby Congress
to expand the law to allow all
employers to offer tax-favored
MSAs.

"We are not stopping. This is
only the beginning," said Jack
Strayer, director of federal af-
fairs of the Council for Afford-
able Health Insurance, an insur-
er group in Alexandria, Va., that
advocates MSAs.

Other MSA advocates. while

also wanting to see the law ex-
panded, are excited that at least
Congress has given the go-ahead
to tax-favored MSAs.

"For the people of this coun-
try, this is great, but it could
have been even better:" said
Dan Tepke, senior vp and chief
operating officer with Golden
Rule Insurance Co. in Indi-
anapolis.

-By Jern, Geisel
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Updates

WelIPoint buys Hancock unit
Continued from page 2
Point's more managed, lower-cost products because we offer more
customer flexibility."

Commenting on the deal, Doug Sherlock, an analyst with Sherlock Co.
in Gwynedd, Pa., said, "Although it is always a tricky matter," WellPoint
"has historically been unusually successful at converting indemnity
insurance business to managed care."

Hancock, the nation's ninth4argest life insurer, is retaining its long-
term care and stand-alone life insurance operations as well as its other
financial services, including mutual funds, securities brokerage and
venture capital.

Aetna takes $307 million charge
HARTFORD, Conn.-Aetna Inc. will take charges against earnings of

$307 million and will cut about 4,400 jobs in a drive to restructure its units
after the $8.9 billion purchase of U.S. Healthcare earlier this year (BI,
April 8).

In the third quarter, Aetna will take an aftertax charge of $32 million
related to the restructuring of its retirement services business, and in the
fourth quarter it will take a $275 million charge related to the integration
of its health care business.

Additionally, it will cut 4,000 jobs in its health care division and 400 at
its retirement services division. In t:otal, the insurer plans to cut 8,200 jobs
at both units, but the creation of new positions in other areas such as sales
and marketing will lead to a net cut of 4,400, the company said in a
statement.

The restructuring of Aetna-U.S. Healthcare will include the
implementation of a new regional structure for the unit.

The six regional headquarters will be: Walnut Creek, Calif.;
1VIiddletown, Conn.; Atlanta; Chicago; Blue Bell, Pa.; and Dallas.

Additionally, the merged unit will drop the old Aetna managed care
computer system and use the U.S. Healthcare system, and reduce the
number of data centers to two from three. The combined company will
retain the Aetna indemnity computer system.

"As we combine operations, we are establishing the cost structure,
regional organization and systems and infrastructure needed to realize
our full growth potential," said Michael J. Cardillo, co-president of
Aetna-U.S. Healthcare.

The $32 million charge to Aetna Retirement Services is largely due to
the cut in the workforce and other expense-cutting efforts, the company
statement said.

All of the changes at Aetna are expected to be implemented by 1998.

Value Health to spin off PBM
AVON, Conn.-Prescription benefit manager ValueRx will be spun off

into a separate company by Avon, Conn.-based Value Health Inc.
Value Rx, the largest PBM not connected to a U.S. drug manufacturer,

will be converted into an independent, publicly traded company focusing
solely on prescription management, and Value Health shareholdens will
be issued ValueRx stock.

The parent company said the change is designed to allow it to
concentrate its attention on services related to mental health and
substance abuse management, workers compensation, disability and
group health management, and disease management.

Robert E. Patricelli will stay on at Value Health as chainnan and chief
executive officer, and Steven J. Shulman, now head of Value Health's
pharmacy and disease management group, will be chairman and CEO of
ValueRx.

Value Health also announced it plans to acquire the stock of
Farmington, Mich.-based Medview Services Inc., a provider of workers
comp managed care services, for $87.5 mjllion from Fort Smith, Ark.-
based Beverly Enterprises Inc.

Briefly noted
The California Insurance Department has ectended until Oct. 15 the

deadline for Golden Eagle Insurance Co. to provide a plan the department
has requested for boosting the company's reserves. Meanwhile, Superior
Court Judge William Cahill has set a Nov. 1 deadline for briefing on the
jssue of whether the department violated the insurer's constitutional due
process rights by ordering it to boost its reserves without first holding a
public hearing....The Massachusetts Senate insurance committee has
scheduled an Oct. 30 hearing on the redomestication of the defunct
Electric Mutual Liability Insurance Co. to Bermuda last year. Meanwhile,
a state senator and two state representatives have written to Insurance
Commissioner Linda L. Ruthardt urging her to reopen administrative
hearings on EMLICO's move....Philip J. Brown Jr., former chainman of
Marsh & MeLennan Europe, died last week of leukemia in Morristown,
N.J. Mr. Brown, 68, spent more than 40 years with M&1\<I before he retired
in 1995. . ..Florida Insurance Commissioner Bill Nelson ordered workers
comp rates in the state reduced by an average 11.2%instead of a
0.6%increase requested by the National Council on Compensation
Insurance....All 2,900 U.S. names in Lloyd's of London will now be
entitled to relief from their debts in the insurance market-provided they
have voted to accept Lloyd's £3.2 billion ($5.01 billion) settlement offer-
after Arizona this month became the last U.S. state to settle its investment
dispute with Lloyd's. The agreement extends to Arizona names the
benefits of an agreement reached between Lloyd's and the Coordinating
Committee of the North American Securities Administratons Assn. earlier
this year (BI, July, 15). Separately, A trio of regulators from Alaska,
Illinois and Louisiana recommended that Lloyd's of London receive a
extension-but not the one-year exemption it requested-from Sling
actuarial certification of loss reserves for those syndicates witing U.S.
business (BI, April 1). Talks continue about the duration of an acceptable
extension and the types of certification regulators want.



IJU66/6666 1/LaU/Unle, ULLUOKI 1£*, 1330 / 1UO

Coral Comdisco Inc, Reynolds Metals Inc, Kraft Inc Mll permit its U S companies to wnte more U S Bi Insurance Index
and Rel Corp -bought their Coral shares with premiums"
non-recourse loans from the Chicago branch of "For a US -domiciled company, a high level 11,160

Cont:nued frompage l Sanwa Bank The stock paid quarterly dividends of surplus is required to support insurance pre-
lectable reinsurance from other remsurers-has designed to cover vanable rate mterest charges mlums In accordance with U S statutory re- h,140
reported only $15 million m share capital since a on the loans while also providing the sharehold- quirements," the memo explains "The statutory
1991 reorgamzation (see chart) ers a fixed payment requirements m Barbados are less restnctlve" 1,120

Two other AIG units-National Union Fire Coral mvested the proceeds of the offermgma AIG was actively mvolved m hning up m-
Insurance Co of Pittsburgh, Pa, and Amencan Sanwa cerbhcate of deposit vestors for Coral and played an mtegral part m 11,100
Home Assurance Co -have actually accounted In 1991, Coral bought out its ongmal U S demgnlng the tenns of Coral relnsurance
for the bulk of Coral's busmess For 1995, the shareholders and issued a smaller number of treaties, samples of which were mcluded with 2 1,080
two reported only $25 4 milhon ceded to Coral, new shares to a new investor group, reducing its the offenng documents, the department found
but stul camed $645 5 milhon in reinsurance re- shareeapital toonly$15 milhon fromalmost $60 •Coral was created only to relnsuu·e AIG and 1,060 Illliillllilllillllllllilllllllll
coverable from the Barbados company, com- milhon This group mcluded French afflhates of "was not created to reinsure any other company 1 1
pared wlth $1271 nulllon recoverable by Lex- Abedle General Insurance Co, which has been or write remsurance m the general market-  1,040 Iiii
ington managed by an AIG management umt, Molson place "

The Pennsylvania and New York insurance Cos Ltd of Toronto, whose premdent was •Coral's fmancial healthdepends on the min- 11,020
departments arenow examming National Union named an AIG directorm 1992, and a Canadian- surance ceded by AIG umts At year-end 1992, 8/23 8/30 9/6 9/13 9/20 9/27 10/4 10/11
and Amencan Home, and Mr Smith said he ex- owned Barbados captive managed by a Coral di- Coral's assets consisted mamly of reserves ceded
pects them to reach the same conclumons about rector, Martm Hole

1 Base=100 on Dec 29,1978
by AIG and related Investment mcome, and Source Nordby international Inc

Coral that the Delaware department did Mr Hole and Barbados lawyer Trevor most of the assets were pledged to secure letters
While National Union and Amencan Home Carrmchael both signed Coral's financial state- of credht for AIG units, the report notes

wlll probably commute some of their business ments as directors Mr Hole could not be • Coral's original shareholders received a fixed PCS catastrophe optionswith Coral, Mr Smith said, "It's not our inten- reached, and Mr Carmichael declined to com- return on their mvestment and did not expect
tion" to reach agreements with New York and ment any other profits based on Coral's performance,
Pennsylvania regulators similar to that reached As 01 Oct 11Amencan International Management Co leaving them unth "httle or no interest m con-
with Delaware (Barbados) Ltd has managed Coral from its for- trolhng and actively managmg the reinsurance Call Price Call Pnce

"I had no trouble domg that for Lex because mahon Helen Roper, premdent of the AIG man- aspect of Coral Re's arrangements with AIG "
Spread bad/ask Spread bid/ask

that's our plan," he said "If we did have any m- agement unit, also dechned to comment The Delaware department also concluded that Eastern December 1996 Cal,lornia Annual

10/30tenbon to cede (more busmess to Coral), I never AIG has steadfastly mamtained that it has an much of Lexington's Coral remsurance does not 335 40/60 5/13

would have agreed" to stop arms-length relationship with Coral, pointing transfer underwribng risk, a requirement under
20/40 21- 80/100 3/11

30/50 11-

The Delaware exam report caps nearly two out that it owns no Coral shares and has no rep- current account:tng rules for msurers to be given
years of investigation into AIG's relattonship resentatives on its board, that Coral's contracts credit for remsurance recoverable Southeast Dec 1996 Western Annual 1997

with Coral, an mqulry that picked up steam with are all signed by a Coral director, and that New AIG units have several diferent treaties with 10/30 -13 40/60 2 2/3 7

the disclosure last year of the 1987 offenng doc- York law firm Cahill, Gordon & Remdel provid- Coral, themost signihcant of whichisa so-called
80/100 1 9/2 0

uments used to raise capital for the reinsurer (BI, ed AIG with an opinion that the insurer does not "quota share replacement treaty" covering AIG National Annual 1997 Notlheast Dec 1996

Feb 6, 1995) control Coral within the meanmg of New York for uncollectible remsurance and adverse devel- 80/100 6/140 20/40 -11

In a pnvate placement managed by Goldman insurance law opment on commuted treaties with other rein-
120/140 4 5/5 5

Sachs & Co, Coral raised $60 milhon from a In its exam report, though, the Delaware de- surers, the report says Total volume 2 Total open interest 6,857

small group of Investors that mcluded the chair- partment cites several reasons for its concern This treaty replaced a similar contract AIG For Information on PCS cat options call the Chicago Board of
men of several Fortune 500 companies and the that Coral "may be an affiliate" of AIG umts had before Coral's formation with Putnam I Trade at 312-435.3674,
Arkansas Development Finance Authonty • The 1987 Coral pnvate placement memoran- Remsurance Co, a New York-based AIG aff,h.  Bourne Chicatio Board of Trade

The mdividual mvestors-who mcluded dum states that "AIG's mterest m creating ate, the report says
chairmen of Mennen Co, Morton Thiokol Inc, (Coral) is to create a remsurance faolity which Under the Coral treaty with Leangton, the British Issues

AIG unit had sole discretion m determmmg
when its other remsurers were "financially im-

Oct. 10 Price P/E Div Yield 1 week

Coral Reinsurance Co. Ltd. financial highlights paired," tnggenng Coral coverage Companies pence pence % high-low

(Dollars In millions) The Coral treaty also allowed Lexmgton to Comml Union 645 123 353 55 645-617

avoid recording losses on commutations with GenI Accident 725 10 9 38 8 54 725-715

Gdn Royal Exch 265 98 11 3 43 265-257

1993 1992 1991 1990 1989 1988 1987 other reinsurers Insurers would normally take a independent 567 106 141 25 567-566

charge to surplus for the diference between Royal & Sun 419 10 0 21 6 52 419-412

Earned premium 121.7 124.5 233.6 65.8 133.4 442 8 474.4 payments received in commutallons with rein- Brokers
surers and the related habilities reassumed

Reinsurance ceded 10 1 0 102 7 1.0 1.0 1.0 10
Bradstock 65 108 71 109 69-65

However, Coral would simply step mto the shoes Fenchurch 91 6 1 10 6 11 6 92--91

Net earned 120.7 123.5 130.9 64.8 132 4 441 8 473.4 of Lexington's commuting reinsuizers CE Heath 77 91 63 82 77--77

Delaware exammers concluded that the re- JIB Group 110 109 94 85 110-109

Assets 989.6 945.2 1,0747 1,069 7 1,0808 1,020 3 529.0 placement treaty only transfers credit nsk, a
Lloyd Thmpson 174 101 125 72 175-174

Lowndes Lmbrt 123 80 105 85 125-123

finong that I,eangton hotly disputes in a rebut-
Liabilities 974 6 930 1 1,059.6 1,017 0 1,028.0 967 1 475 8

Nelson Hurst 190 11 6 98 52 190-190

tal to the exam report Sedgwick Grp 121 95 81 67 121-121

Shareholders equity 15.0 15.0 151 528 52.8 53.2 53.2 AIG officials complain that regulators are Steel Brl Jones 33 N/A 28* 85 33-33

retroactively applying restnctive accounting Willis Corroon 130 117 83 64 133-129
Source Coral Re financial statements

See Coral on net page Source. Philm Olsen, London * Estimated
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Weekly Year to date Year to date Weekly Year to date Yeartodate

BROKERS
Weekly Yearto date Year to date

Price % change % change High Low Vol (000) Price % chanle % change High Low Vol (000) Price % change %change High Low Vol (000) 1
Acordia Inc NYS 30 375 441 2.10 33.75 24.63 1 EMC Insurance Group Inc NDO 11 23+ 2000 1450 10.13 8 St Paul Companies NYS 57 088 247 6050 50.00 499

,Alexander & Alexander NYS 15875 231 1645 2388 1538 515 Everest Reinsurance NYS 2575 045 10.16 28.00 19.00 666 SAFECO Corp NDO 36 875 1.03 6.88 3975 30 88 1022

E W Blanch Holdings Inc NYS 20875 705 10 70 2550 17 75 63 Executive Risk Inc NYS 39875 33C 3750 41.63 22.00 81 Se,bels Bruce Group NDO 25 698 66 67 425 0.44 120

Gallagher Arthur J & Co NYS 33625 218 9.73 39.50 30.00 81 EXEL Ltd NYS 40125 881 31.83 40.13 26.50 763 Selective Ins Group NDO 345 1.47 2.82 3875 31.00 123

HAb Rogal & Hamilton NYS 1325 0.95 -0.93 1438 11.38 63 Fremont General Corp NYS 29 2.52 1837 3025 1825 128 Sphere Drake Holdings NYS 85 423 3929 15.13 813 185

,Kaye Group Inc NDO 6.25 0.00 21.88 875 4.63 30 Frontier Insurance Group NYS 37 7 21 1563 41.13 27.50 665 TIG Holdings NYS 29 875 -0 42 4.82 34.25 24.94 1204

"Marsh & McLennan NYS 99 75 -0.37 1239 10163 8050 811 Gainsco Inc NYS 10.75 3.61 5.49 1238 831 85 Titan Holdings Inc NYS 14 875 0.85 3.48 16.63 1250 23

Poe & Brown NDO 24 625 155 1.01 25.50 22.75 77 GCR Holding Ltd NDO 24625 2.23 NA 27.25 19.75 192 Tok,o Marine & Fire NDO 57 5 0.00 1288 69.25 50.88 5

BROKERS AVEAAGE 05 58 General RE Corp NYS 145125 178 6 37 158 25 138 75 1223 Torchmark Corp NYS 47625 2 97 5.25 4988 40.25 571

Gryphon Holdings NDO 14.75 172 2338 2025 1200 47 Transatlantic Holdings NYS 69 875 -0.89 477 7525 6238 169

INSURERS/REINSURERS Guaranty National Corp NYS 16125 238 4.88 1800 1338 57 Transnational Re Corp NDO 25125 308 255 27.25 20.88 60

1 ACE Ltd NYS 56125 -022 41.19 57.25 3275 994 Harleysville Group NDO 26 875 0.47 1699 3300 2450 54 Travelers Aetna Property NYS 29625 -042 NA 3050 23.13 576

Acceptance Insurance Cos NYS 20625 7.84 38.66 2063 13.13 73 Hartford Steam Boiter NYS 44.25 0.84 1150 5250 43.25 173 Travelers Corp NYS 51 875 235 24.25 5325 3263 5444

AEGON N V NYS 51.25 0.74 16.48 5150 36.50 38 HCC Insurance Holdings NYS 27.25 2.68 47 30 3275 1238 257 Trenwick Group Inc NDO 53 291 5.78 57 50 46 00 180

Aetna Life & Casualty NYS 66 5.88 469 7875 55.38 4952 IPC Holdings ltd NDO 20375 219 NA 2225 19.00 77 Unlco American Corp NDO 7 875 3.08 2600 875 5.63 44

,AFLAC Inc NYS 37 199 27 59 3850 27.13 589 ITT Hartford Group NYS 60.25 2.03 24.55 62.50 4450 1418 Unionamerica Holdings NYS 19375 3.33 NA 19 50 14.75 12

Allied Group Inc NDO 415 506 1528 44.25 31 50 268 LaSalle Re Lid NDO 23.75 3.26 NA 2550 1950 38 United Fire 8 Casualty NDQ 31 236 1071 40.00 23.25 6

Allmerica Prop & Casualty NYS 29125 127 7.87 3050 21 88 61 Lincoln National NYS 46 125 134 14.19 57 00 40 75 538 Unitrin NDO 51 -0.97 6.25 51 75 44 25 128

Allstate Corp NYS 5225 3 47 2705 5238 34 00 5680 Markel Corp NOO 88 112 1656 94.50 67.50 9 UNUM Corp NYS 66125 097 1841 66.00 50.50 896

 AMBAC Indemnity Corp NYS 5825 1.48 24.27 5925 42.00 266 MBIA Insurance Group NYS 91.75 2.09 22.33 91 75 6925 476 US Facilities Corp NYS 19125 4.79 1053 2338 1488 61

American Bankers Ins NDO 4925 2.96 2628 5075 3250 248 Meadowbrook Insur Group NYS 28 0.45 16.42 34.13 2400 10 USF&G Corp NYS 18 2.04 6.67 1938 1425 1865

American Financial Group NYS 335 0 75 939 3450 27.75 182 Mid Ocean Ltd NYS 46375 2 49 2492 46.50 32.63 360 USLIFE Corp NYS 30.25 0.82 126 3325 2688 453

1 American General NYS 38 162 896 3925 3100 997 MMI Cos Inc NYS 30625 2.08 27.60 3338 22.00 188 Washington National NYS 29125 210 5.43 3075 21.88 194

American Heritage ble Ins NYS 2075 1 22 9 29 24 25 19 00 58 Mutual Risk Mgmt Ltd NYS 31 875 2 82 7 10 34 88 26 88 107 Zenith National Ins NYS 26 545 21 64 2888 20.00 75

EAmerican Indemnity/Fin I NDO 9625 6.10 3.75 13.38 9.25 20 NAC Re Corp NYS 36.75 103 2.08 40.63 2850 677 Zurich Reinsurance Centr NYS 305 2.01 041 32.63 28.13 95

American International NYS 103.25 1.43 11.62 104.88 81 88 2004 Navigators Group NDO 19 270 7.80 2025 1563 24 INSURERS/REINSURERS AVERAGE 01 74

]American Re Corp NYS 63875 059 5627 6400 3625 400 Nobel Insurance Ltd NDQ 12125 7.78 6.59 1275 1088 57

Aon Corp NYS 54 625 113 9.52 5600 40.50 NYS 175 -071 294 2200 1538 10 HEALTH MAINTENANCE ORGANIZATIONS
Argonaut Group NDO 3025 5.47 -6.92 35.00 28.75 3 Ohy Corp NDO 34.25 148 11.61 40.00 30.00 343 FHP International NDO 35 875 238 2588 37.75 21.75 1761

AVEMCO Corp NYS 15625 000 234 1750 11.75 14 Old Republic Int I NYS 25 3.38 5.63 26.13 1800 575 Healthsource Inc NYS 12875 7.21 64.24 4088 9.75 2808

Baldwin & Lyons Inc NDO 18 4375 0.34 1346 20.75 1425 62 Ortor Capital Corp NYS 51 875 472 1960 5238 39.88 101 Humana Inc NYS 19.75 3.66 27.85 2888 15 00 3363

 Berkley W R Corp NDO 51 125 541 -488 5550 40.25 1353 Panner Re Ltd NDO 29 875 460 864 31 88 23.75 1036 Oxford Health Plans NDO 45.75 -4.44 2386 5525 27 69 6775

Berkshire Hathaway Inc NYS 32100 431 000 3800000 28850 00 1 Penn America Group 1nc NDO 160625 2.80 1272 1675 10.50 5 Pacificare Health Sys NDO 71.75 10 73 1753 98.75 59.63 358

Capital RE Corporation NYS 3975 2.75 2927 40.88 28.00 80 Philadelphia Cons Holding NDO 2325 0.00 4308 24.25 1625 67 Safeguard Health Enter NDO 16 9.86 37.63 2250 11.25 145

CapMac Holdings Ltd NYS 34.75 335 NA 3500 21.13 98 PXRE Corp NOO 24 2.13 9.43 28.00 22.25 161 Sierra Health Services NYS 32 623 0.79 36.00 24.13 156

Capsure Holdings Corp NYS 8.25 313 8.20 1888 8.00 466 Reliance Group Holdings NYS 8375 2.90 290 925 650 637 United Healthcare Corp NYS 38.75 5.20 40.73 69.00 30.00 4834

Chartwell Re NYS 25 3.85 NA 26.00 10.00 27 Rellastar Financial Corp NYS 5075 464 1437 5163 40.00 597 Wellpoint Health Networks NYS 32 375 4.02 0.78 39.13 23.38 156

 Chubb Corp NYS 48 229 -078 5225 4088 1906 RenaissanceRe Holdings Ud NYS 29875 670 1.65 33.13 22.88 135 HMOs AVERAGE 51 68

CIGNACorp NYS 124625 1.09 20.70 124.63 1275 516 Risk Capital Holdings NDO 18 3.60 2299 2338 1650 113 ALL COMPANIES AVERAGE 15 17

 CNA Financial Corp NYS 97 125 2.02 1443 12325 9575 123 ALI Corp NYS 27 141 800 27.13 21.75 10

Top advancing issues· EXEL Ltd, Acceptance Insurance Cos., Nobel Insurance Ltd Leading decliners Pacificare Health Sys, Safeguard Health Enter, Frontier Insurance Group Most active issue Oxford Health Plans The Bl Index rose 2 0%, the Dow
Jones 30 Industrials rose 0.4%, the SaP 500 increased 0.1% and the NYSE Composite gained 0 3%. Average P/E Brokers, 14 4, Insurers/reinsurers, 38 0, HMOS, 32 7 System design Nordby International Inc ]L_
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Coral ment, then the department has an surplus, by companson, was slightly reinsurer, and no other remstwer commutatlon on I.eangton's surplus
obligation to hold the rest of the m- over 2 1 that year would give it to us It's none of our w11 be "totally immatenal" The m-
dustIy to the same standard," Leang- When examiners asked for a copy of busmess " surer's surplus stood at $966 6 milhon

Conttnued from prev:ous page ton President Kevin H Kelley wrote the actuanal opinion supporting He added, "You might have a thinly at the end of last year
guidelines for retrospective contracts m a letter to Delaware regulators Coral's reserves, though, Leangton capitalized entity (in Coral), but all And despite the controversy that
that were not adopted by the National The Delaware department, mean- said Coral's board had voted not to re- our balances were supported" by let- Coral has tnggered, some regulators
Assn of Insurance Commissioners whlle, complained throughout its re- lease it ters of credit agree that the reinsurer has probably
until 1994 port about the mfusal of AIG and "The quantity and quallty of infor- In spite of the exam report's gener- served ltS Intended purpose of ex-

"These deals happened all over the Coral to provide information request- mahon purportedly available at (Lex- ally critical tone, Delaware regulators paneling AIG's capacity to write U S
industry (in the 1980s), and for them ed by examiners ington) regarding Coral Re is severely are not denymg Leangton crechtfor business while allowing mvestment
to isolate on thls transaction is ludi- The report notes, for example, that lackmg, conmdermg the fact ltS Coral recoverables, with the agree- income on ceded reserves to bund up
crous," Mr Smith charged Coral's audited! 1992 statement re- that it is one of the company's major ment that Lemngton w111 cede no new free from local tax m Barbados

'fIf (Leangton's) transactions from ported total habilities of $930 1 mil- reinsutErs," the report says business, commute $100 milhon of the "It was just a bnlhant strategy," one
nine years ago are going to be mea- hon, malang for a remarkable ratio of Mr Smith countered that a demand casting hablhties and run off any re- regulatory official said "If they speak
sured for comphance against a rela- hablhtles to shareholder's eqwty of for the actuanal opinion "ls not a re- maining Coral treaties candidly, many of the regulators
tively recently enacted pronounce- 62 1 Lexington's ratio of hablhtles to quest we would make of any other Mr Smith said the impact of the would concede the same pomt" Ell

TWA other expenses as they would in any Krelndler, plaintlffs' attorney for the Boemg 747 aircraft The jet was have we had discussions with the gov-
other disaster, noted Graham Nichols, many of the Pan Am famihes sold by TWA to the Iran air force m ernment," Mr Mirabile rephed
chief execubve/chief underwnter for "It is unusual for it to be so late in 1975, repurchased 12 months ago and Mr Nichols would not comment on

Conhnued from page 1 The Westmmster Aviation Insurance the game to know what happened" to recertifled by the FAA to fly the "fnendly misslle" theory "It is an
"No one has indicated what the Group, which leads London's portion TWA Fllght 800, said Mr Kreindler, But there are people in aviation in- interesting theory, but we've never

cause of the crash is," said Russ of TWA's all-risk hull and habihty in- of the law firm Kreindler & Kreindler surance circles m the United States had a case like that before," he said
Mirabile, senior vp and director of surance m New York and London who shll beheve a fnend- If it is true, then underwnters
claims for United States Aviation Un- But there lS no formal hability re- Mr Krelndler's office has been con- ly missile caused the loss, which is would have to sit down with U S offi-
derwnters Inc in New York, TWA's serve, confirmed Mr Nichols Infor- ducting its own mvestlgatlons on be- why claims activity is so quiet cials to discuss the case, but such dis-
leading hull and habihty underwnter mally, underwnters have said they half of the famlhes of 24 decedents "Investigators at this stage must cussions have yet to occur, he said
The crash is being mvestigated by the expect habihty losses to total between and goes along with the mechanical know what happened by now and if it Meanwhile, if there was a bomb on

FBI and "is being treated as a crime $300 milhon and $400 milhon, but Mr failure idea was a friendly missile, it may be hard board-which aviation Insurance
scene" Nichols dechned to comment on any "We are reasonably certain that it is to explain," said one U S insurance sources think is unlikely-then War-

As a result, insurance loss adjusters Informal estimates not a bomb situation, but a structural, expert who wished to remain anony- saw Convention habillty hmits of
havn't been able to see the malonty of The lack of any claims action is un- mechamcal or electnc failure causing mous "It wouldn't be the first time $75,000 per passenger for intemation-
the wreckage that's been recovered usual m major US alr crashes, where an ecplosion," he said the U S government's covered up a al flights to, from and through the
and make a determinabon of the by this time the victims' famihes typi- Mr Kreindler thinks there is no evt- situation" United States could apply However,
cause of the loss cally have Med suit against the airhne dence to support the bomb theory, If it is a missile, then under the rf TWA was found to be grossly negh-

Mr Mirablle confirmed that as of and underwriters have set up some and as for a rogue missile, "I don't see Warsaw Convention, the airline gent for fmling to prevent a bomb
early October the hull claim had not type of reserve any hard evidence for it, and there is would not be responmble for paying from being placed on the plane-as
been paid, though he said the cause Indeed, when Pan Amencan Aif evidence against it" any of the hull or habihty loss and the was alleged in the Pan Am case-then
was not an issue and the underwntens lines Flight 103 exploded m Decem- In particular, his investigators think U S government would pick up the Warsaw limits would not apply
would eventually pay it ber 1988 over Lockerbie, Scotland, an Air Force satelhte that fhes over entire bill Shortly after the crash, TWA be-

He also confirmed that no passen- USAIG initially set up a habillty re- the crash area every eight seconds did "If you agree with this theory, then came one of 66 arrhnes to have signed
ger compensation claims had been serve of $60 milhon, though London not capture any pictures of a missile insurers and the government proba- the Intereamer Agreement on Pas-
settled and no lawsuits had been filed underwnters on the Ilsk estimated a m the area bly already have agreed and the m- senger Liability, which would wawe
"On what theory do (the plaintifs at- reserve of about $300 milhon Eight Mr Kreindler said his office plans surers could front for the govern- the hability limitabon under Warsaw
torneys) promulgate their arguments" years and many lawsuits later, all the to file suit in the next few weeks on ment" to pay the claims quickly But, because the airline signed the
if the cause isn't known? he asked passenger claims from the 111-fated behalf of the 24 famihes against TWA, without the government being direct- agreement after the Flight 800 disas-

Underwnters are "lookmg after" Pan Am fhght have been settled to the The Boemg Co and the Federal Ana- ly involved, said the source ter, Warsaw limits stll would apply m
relatives and paying their funeral and Ane of about $500 milhon, said Lee tion Administration for recertlbing "I have no knowledge of that nor this case

DOT conditionally approves passenger liability standards But IATA does object to four al-
tematives to the fifth lunsdiction for
non-U S camers suggested by the

By STACY SHAPIRO lion had not been amended slnce proves the three agreements and wall accordmg to the law of the passen- Department of Transportation, he
1955 and was "grossly inadequate in offer antitrust immunity to airlines ger's domicile The agreements make said

WASHINGTON-The U S De- most countnes" The agreement re- who Implement these agreements this provision optional For example, the department sug-
partment of Transportabon last quires airhne signatones to waive "With the worldwide waiver of the Some non-U S airhnes accept this gests that lt could require the first
week gave its tentatlve approval to Warsaw's hability hmitation on re- Warsaw passenger habihty limits, while others oppose it, so IATA ob- cal'ner on departure from the United
three agreements waiving airlines' coverable compensatory damages the agreements have made a gigantic jects to the imposition of such a con- States to assume hability for the en-
passenger hability hmitations for in- and to implement this by Nov 1 step toward creattng an mternatton- ditnon, said Mr Clark tire journey But this would mean
temabonal flights Under the agreement, damages al habillty regime under which car- Some carners will not agree to this that an airline flying from New York

But the department added condi- "may be determined" by the domi- riers properly accept hability for ophon, said Geoge N Tompkms Jr, to London could be responsible for
tlons to its approval that the airlines' cile of the passenger death or Injuries of passengers uthz- semor partner at Tompkms, the loss of a passenger when he took
main trade association opposes, Thirty-nine of the 66 airlines that ing their services," said Patrick V Harakas, Elsasser & Tomplans m an unexpected fhght to Zimbabwe
which may sound the death knell for signed the IATA agreement also Murphy, the department's deputy New York on another airhne

the associatton's three-year attempt have signed an implementation assistant secretary for Aviation and "It would be a violation of the "The insurance cost would be phe-
to reach an accord agreement that makes the "law of Intemabonal Affairs In the recent (Warsaw) treaty obhgation of the nomenal, horrendously expensive,"

"We want enforcement of the the passenger's domicile" provision tentatwe approval document "No United States for the DOT to require said Mr Clark, because the inibal
agreements as soon as possible, but optional The Air'rransport Assn of longer must passengers suffer camers to agree to the law of the came· would be responsible for the
not at any pnce," said Lorne S Amenca's Agreement Relatng to Li- decades of hbgatton" m efforts to domicile as a condihon to fly" in hability of the entire trip
Clark, general counsel and secretary ability Limitations of the Warsaw prove wl.]lful misconduct In order to U S airspace, said Mr Tompkms The Department of bansporta-
of the International Air Transport Convention also makes thls provt- waive Warsaw's habihty lImitation The apphcable law of damages in a ton has asked for comments and
Assn The Geneva-based association mon ophonal The DOT also approves of the air- Warsaw case accordmg to the U S suggestions to be filed by Oct 24 be-
represents 90% of the world's air- The IATA implementation agree- lines' stnct hability up to 100,000 Supreme Court is to be determined fore the department issues its final
lines ment and the ATA agreement also Special Drawing Rights set out m by the court where the lawsuit is order at the end of the year If there

IATA Mll push the Department of allow airlines the option of mcludmg the IATA and ATA agreements, con- filed, he added 15 Opposillon, however, the depart-
Transportation to approve the stnct hability up to 100,000 Special firmed Donald H Horn, the depart- The Department of Transporta- ment could impose the conditions
agreements as they stand-even if Drawmg Rights ($143,890), which ment's assistant: general counsel for lion also plans to requim U S earn- anyway if an airhne wants a certift-
only for a few years-so that the m- has already been decided by the Eu- International Law ers wherever they fly to submit to cate to fly in US airspace, accord-
adequate habihty limitations can be ropean Unlon, Australian govern- "We would have preferred unhm- the fith ]unsdictlon based on the ing to Mr Horn
removed asofNov l, Mr Clarktold mentsand Japanese airlines ited stnct hat)lity," but the approval domicile or permanent residence of IATA Mll be ftling an objection,
Busmess Insurance If the depart- The three agreements filed with was gwen in the Interest of establlsh- the passenger This would benefit said Mr Clark, because "the DOT
ment wants changes after that, the the U S Department of Transporta- mg a smgle, worldwide hability not only U S citizens but other for- has overreac}led, overreacted and in
aultnes can then discuss them, he bon this summer are supported for standard, he said eigners on U S airhne flights some cases gone beyond its authon-
said the most part by the Assn of Tnal However, the DOT has added con- "We hke it," said Mr Horn "It's ty "

If the Department of Transporta- Lawyers of Amenca, the Aerospace dittons to its tentative approval that no secret We're a fan " This issue Mr Clark also urges the depart-
tlon does not allow the agreements Industnes Assn, the Intemattonal could collapse the entire effort was not mcluded m the airhne ment to sign an order approving the
to stand, then the airlines' efforts to Chamber of Commerce and the Vic- "What a wonderful torpedo," said agreements, and"we regret that " agreements by Nov 1 rather than at
introduce unhnuted hability on in- tims Famihes' Assns However, Sean Gates, partner and head of avi- Mr Tompkins said the DOT can't the end of the year If the depart-
temational flights "dies," he said ATLA and the Victims Familles' ation claims at Beaumont & Son law impose this provision on any airhne ment waits unt,1 the end of the year,

The airhne agreements stem from group want all U S cillzen cases to firm in London The conditions are "If there is to be a flfth jurisdiction then the busiest air travel time of the
IATA's Intercamer Agreement on have the ophon to be heard in U S "extraordinary and impossible to for Warsaw cases, it can only be ac- year-Thanksgiving and Chnst-
Passenger Liability, which was pub- courts Thm is known as the"flfth lu- achieve" comphshed by a (Warsaw) treaty mas--wlll leave passengers with in-
lished last October (BI, Nov 20, nsdiction," as the Warsaw Conven- At issue are flve conditions set out amendment" which was attempted adequate hablhty limits, said Mr
1995, Nov 6, 1995) So far, 66 air tion defines four other junsdictions by the Department of Transporta- in Montreal Protocols m that the Clark
camers representmg 70% of the the country where the ticket was tion that may or may not be accept- U S government never approved, he The ATA is stlll studying the De-
world's fhghts have signed on to this bought, the domicile of the airhnes, able to non-U S airhnes, said Mr said partment of Transportation's order
agreement to eliminate the limits- the prmcipal place of business of the Clark IATA has no position on this con- and "has not come to any fixed
ranging from $10,000 to $145,000-- airhnes, or the country of the filght's For example, the department dillon for US airlines as it would views," said Patricia N Snyder,
under the Warsaw Convention ultimate destination plans to make it mandatory for all not interfere m a government's regu- counsel for Dyer Elhs & Joseph In

IATA's mtercamer agreement On the face of it, the Department airhnes that fly to, from or through lation of its national airlines, said Washington D C representmg the
notes that Warsaw's hability hmita- of Transportation tentabvely ap- the United States to settle damages Mr Clark ATA
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SOMETIMES THERE'S MORE EXPOSURE

THAN FIRST PERCEIVED. . .

SOMETIMES LESS.
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No two insurance companies have the same catastrophe
exposures. At CAT Limited, we've developed state-of-
the-art: catastrophe management tools that can measure
a company's catastrophe exposures with exceptional
accuracy. If your catastrophe management practices
make you a standout among your competitors, we will
offer you customized and traditional catastrophe
reinsurance with truly differentiated pricing. Ask your
broker to call us at (441) 292-2102 for more information.

CAT LIMITED
COMBINING CAPITAL ANO TECHNOLOGY
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