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Can

Reinsurers

Tame the

Cats?



THE ART OF

BALANCING RISK

Proverbially, patterns are the fabric of life. Take 'the art of

balancing,isk; for instance.

Part of SCOR's stock-in-trade, the 'art' imposes a pattern on

our behavior: we rely on accumulated experience to put perils

in perspective, then fabricate covers that fit our clients' specific

needs. By making the art' our craft, we position ourselves at the

cutting-edge of the industry.

And with SCOR, you can alwaysjudge the whole piece from

the pattern. Without exception, we strike a ' balance' between your

Wsk' and our financial strength and security, which rank us

among the leading reinsurers in the United States.

So when your needs are reinsurance, call SCOR. Where

innovative solutions pattern the fabric of our business.

SCOR REINSURANCE COMPANY

110 William Street

NY., N.Y. 10038-3995 212-978-8200

Chicago 312-346-2189
Dallas 214-4014066

Hartford 203-525-2300

SCOR U.S.

SCOR

GENERAL SECURITY ASSURANCE CORF!

THE UNITY FIRE AND GENERAL INSURANCE CO.

Two World Trade Center

NY, N.Y. 10048-0178

212-321-9200

All of the reinsurance subsidiaries of SCOR US. are rated 'A+" (Superior) by AM. Best
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Spotlight report

U.S. reinsurers
Continued from previous page

Shell-shocked by Andrew
losses that could exceed $10

billion, ceding insurers and rein-
surers now are imagining what
would happen if a similar storm
squarely hit a more populated
area.

"Everyone is aware now that
the potential exposure to loss is
much greater than Andrew," Mr.
Bolland said. "This is what's

scaring people."
"The real big lesson is that ca-

tastrophe exposures in our mar-
ketplace are far worse than peo-
ple generally expected," agreed
N. David Thompson, president of
North American Reinsurance

Corp. in New York. "Andrew is a
reminder of just how big the ca-
tastrophe loss potential is."

The expected capacity crunch

for catastrophe reinsurance will
result in part from the continued
dwindling of the market for the
retrocessional protections that
reinsurers buy to support their
own underwriting, reinsurance
sources say.

"There's no question about the
fact that retrocessional capacity
is disappearing at a very rapid
rate," said Paul D. Hawksworth,
president of Mercantile & Gen-
eral Reinsurance Co. of America

in Morristown, N.J. "It's a major,
major problem."

John W. Smithson, chairman of
PMA Reinsurance Corp. in Phila-
delphia, estimated that there
may be less than $20 million in
traditional catastrophe retroces-
sional capacity available Jan. 1,
even if a ceding reinsurer were
willing to pay the asking price
for all available limits. As a re-

sult, he noted, reinsurers will

either have to retain more of

their business net, cut back the
lines they offer-r both.

Capacity will also be hurt by
some companies' decisions to get
out of the reinsurance business

altogether.

Yasuda Fire & Marine Insur-

ance Co. of America has also dis-

continued writing treaty reinsur-
ance, citing a string of
catastrophe losses.

Rumors about other withdraw-

als are rampant, and more defec-

'The real big lesson is that catastrophe exposures
in our marketplace are far worse than people

generally expected. Andrew is a reminder of just
how big the catastrophe loss potential is,'
says Mr. Thompson of North American Re.

Continental Corp. last month
announced plans to stop writing
reinsurance and sell its reinsur-

ance unit, largely as a result of
losses from Hurricanes Andrew

and Iniki (BI, Sept. 28).

tions are possible.
"Any major multiline company

that has a reinsurance operation
might today be reassessing
whether it wants to be in the re-

insurance business, because

Before you cloosea dental plan that promises
managed care, make sure lt S managed well.

hile many companies managed dental care programs promise cost containment
features, all too often they consist of nothing more than discounting and shifting costs to
employees. El But Delta Dental is different. Since 1954, we have offered managed care as
part of a total process that delivers real value to our subscribers. 0 Our contracts with

thousands of participating dentists nationwide form the basis of a system of ongoing

quality assurance that includes pre-treatment and post-treatment reviews. This ensures
care that meets the dental profession's standards while limiting out-of-pocleet expenses for

employees and providing true cost management for companies. 0 That s why Delta Dental
has a 98% customer retention rate, covers more than 22 million people in more than

28,000 groups and pays more than $2 billion a year for dental care. 0 To learn more about
how your group can benefit from the specialists who pioneered and perfected the managed
care concept in dental plans, call 1-800-441-3434 today. d Delta Dental

America's Leaderin Dental Health Plans

they've got a much greater loss
from those operations than they
ever thought possible," observed
Stephen A. Crane, president of
G.L. Hodson & Son Inc., a rein-

surance brokerage unit of Willis
Corroon P.L.C.

Some help may arrive with the
entry of new players in the catas-
trophe market, including Mid-
Ocean Reinsurance Co., a facility
being formed by Marsh &
MeLennan Cos. Inc. (BI, June

22).

Still, no one is expecting to
find the catastrophe capacity
they did last year: While ITT
Hartford Group Inc. pieced to-
gether a $250 million catastro-
phe program with large price
hikes last Jan. 1, few expect that
much capacity to be available
this year at any price.

The $250 million in worldwide
capacity apparently available
last year actually amounted to
$180 million to $200 million with
gaps in various layers, according
to one intermediary, who said he
seriously doubts even this much
will be available this year.

The retrocessional crunch and

withdrawal of some markets

could reduce last year's $250
million total by 25% to 33%, esti-
mated Mark Mosca, vp and man-
ager of the treaty department at
NAC Re Corp. in Stamford,
Conn.

Willcox's Mr. King estimated
that market capacity may drop
to $120 million to $140 million
for Jan. 1 renewals.

"There will be 'Swiss cheese'

in many catastrophe programs as
ceding companies are unable to
find enough capacity to fill out
layers," said Edward Jobe,
chairman and CEO of American

Re Corp. in Princeton, N.J.
In many programs, funded

covers and other forms of finan-

cial reinsurance will play a
larger role than ever before.

"Financial reinsurance is

really in vogue now on catastro-
phe covers," said Philip W. Mit-
chell, chief executive officer of
Philadelphia-based TPF&C Re-
insurance, noting that any ced-
ing insurer seeking more than
$100 million in limits will need
financial reinsurance or will pay
significantly more for traditional
capacity.

Demand for funded covers will

be much higher this year. Rein-
surers will be using the covers
mainly to fill out shortfalls in
their own retrocessional pro-
grams and ceding insurers will
use it mainly to fill layers within
their catastrophe retentions and
to add limits on top of tradi-
tional cat cover, said Heidi Hut-
ter, executive vp with Atrium
Corp., a New York-based inter-
mediary unit of Swiss Re Corp.

Such covers are not without

problems, though.
Some multiyear finite risk

deals connpleted last year have
been canceled because they were
hit so hard and so early by catas-
trophe losses that their balance
sheet benefits were wiped out,
said Gregory E. Leonard, presi-
dent of Pegasus Advisors Inc. in
Simsbury, Conn.

Mr. Leonard cited a hypotheti-
cal case of a five-year cover pro-
viding $10 million in limits for a
premium of $2 million per year.
If a huge loss hits the cover in the
fifth year, the ceding insurer
would record a $10 million re-
covery against a $2 million ex-
pense for that year's premium.

If the loss happens in the first
year, though, the benefit of the
ceding company's recovery may
be negated if auditors require it

Continued on page 6



4I

.

N S IN -IVIJadS · licIH • A.LZIE[cIOZ[d

flvsfRAF,4
'251011 311,05 3Dut 01 SUOSDal#) 101 D

+vinoput)'k:!ondoo ino 'uoumlgillooolunooov luuoumi.mo

JAstuaumultuoo aouuas luloadEBumnloul'BUUMAugpullysn[
ID?33ds op aa puy 'sawadaid HdH-uou mok gpnlou! 01

SZIHHASN I

AiNacIONd SV
SHA735*Ino NOE|
HINVN V HCIVIN

AlLHIn HA,HAA

I E:*

4*-
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Spotlight report

U.S. reinsurers The extent of the increases will rates, he observed Some London reinsurers, for gether programs," agreed Bard
depend on the size of the ceding Instead, reinsurers struggling example, are talking about "de- E Bunaes, chairman of Consti-

Cont:nued from page 4 company and whether it has to limit their exposure will im- coupling" catastrophe perils, tution Reinsurance Corp in New
to accrue the full five-year pre- built a "bank" with reinsurers pose dramatic increases in ced- writing earthquake and riot risks York
mium of $10 million immedia- from previous profitable years, ing company retentions, accord- under a separate cover Earth- Hurricane losses, meanwhile,
tely, he explained Mr Ingrey said National insur- ing to Mr King quake risks, he said, might be have also hammered reinsurers

This problem has affected both ers without banks built up could Insurers with retentions rang- subject to warranties requiring from another direction, devas-
funded retrocessional and rein- see increases of 10% to 30% on ing from $50 million to $100 mil- industry losses to reach a given tating many property pro rata
surance programs as they attract average, he said lion last year may have to retain level before coverage attaches, reinsurance treaties
greater attention from auditors, The upper layers of programs $250 million to $300 million after while riot coverage might be ex- " Everybody has had their
Mr Leonard noted are likely to see the biggest in- Jan 1 And the largest national cluded excess of defined limits heads handed to them on pro

"Itt's going to make it more dif- creases, since lower-layer pric- insurers with heavy catastrophe Reinsurers may also push to rata business," Mr Hawksworth
ficult to sell funded covers with- ing has already risen so dramati- exposures may face $500 million regionalize catastrophe under- said, estimating that more than
out adding a lot more risk to tally that it can't rise much retentions, he predicted writing, applying separate reten- half of all Hurncane Andrew re-
them," he predicted more, M&G's Mr Hawksworth Mr Ingrey said ceding insurers tions, limits and pricing for dif- insurance losses will be paid

"It's not going to be that easy and others predict still will have enough clout to ferent regions of the United under pro rata treaties
to complete funded catastrophe While inevitable, price in- negotiate the size of the in- States, he added Under these treaties, rein-
covers Jan 1, because many of creases themselves are no longer creases, and publicly held ceding All of this will make for an in- surers agree to assume a defined
those covers are already in the an effective way for reinsurers to insurers will base their analysis teresting renewal season, Mr. In- percentage of a ceding insurer's
red," PMA Re's Mr Smithson control their catastrophe expo- on how much of their quarterly grey and others predict loss for a percentage of the origi-
agreed sures, Mr King said earnings they can afford to lose "I don't think any two (ceding) nal premium, typically there is

As reinsurance capacity dwin- "Property catastrophe covers in a given catastrophe companies are going to buy in no dollar limit on losses as there
dles, prices for available limits are being hit so hard and with Reinsurers will also look for the same fashion," he said would be under an excess-of-loss

will continue to rise, several bro- such frequency that you can other ways to limit their expo- "Brokers and buyers will have reinsurance cover
kers and reinsurers say never pay it back" with higher sures, Mr Ingrey added to be very smart in putting to- 4 4

There's nothing to stop a pro
rata loss except for the loss to
exhaust itself," Mr Hawksworth
noted

American Reliance Insurance

Group of Lawrenceville, N J.,
was cited by many as a prime ex-
ample of the risks of pro rata re-
insurance The company suffered

4'r '
t gross losses of about $500 million

t
4 from Hurricane Andrew, but

with a catastrophe program of

/,
only $100 million, a large part of
the loss fell to its pro rata rein-

.
surers

· 1 'r

One result will be an attempt
by reinsurers to impose occur-

' 1
renee limits in many pro rata
treaties for the first time, rein-

surance officials say
"It will be difficult to buy pro

rata reinsurance without some
8 514. *.

- form of occurrence limit," NAC
-44 .

--

Re's Mr Mosca said "They will

- r*42 r I. 64 be imposed in a lot of treaties
r +

--- where they were not before "
Reinsurers will also move to

reduce ceding commissions paid

From two great financial centres to buyers, increasing reinsurers'
own margms on the business, Mr
Mosca said

More property business may
..=

thus move to excess-of-loss from

pro rata covers, either because
reinsurers have lost their appe-
tite for pro rata or because new
restrictions have made pro rata

3:0, less attractive to buyers.
1, "The catastrophe cover (that--

ceding companies) were getting

e®'4.
4

for little or nothing will no

114 i I longer be there, so they may have
--

1 1:5 :4b A

to re-think their reinsurance

1 strategy," Mr Mosca said.1
A tougher question for brokers

* 6174* , and reinsurers is whether this

year's catastrophe losses, the re-
I .* C

insurance market's reaction to

them and other factors are likely
to turn the overall property/ca-
sualty insurance market

Mr King foresees a two-step
St. Paul Reinsurance Management Corporation of New York turn in the market, with ceding

insurers first being forced to ac-
and St. Paul Reinsurance Company Limited of London cept substantial increases in re-

tentions If these insurers are hit

(formerly St. Paul Fire & Marine Insurance Company Limited), again next year with huge catas-
trophe losses-much of which

now offer the unrivalled service, security, capacity they will retain-a market turn
will not be far behind, he said.

and innovation that is Mr Ingrey gave even odds to
the chance of a nnarket turn by

the end of next year A tighten-
ing reinsurance market will con-
tribute to any eventual turn, as
will insurers' inability to con-

LONDON NEWYORK
tinue bolstering their results
with capital gains and gains
from profitable business written

Meeting the needs of Insurance companies and from 1986 to 1988, he said

intermediaries throughout the world.
Mr Hawksworth predicted a

gradual shift to "more cautious
underwriting by the primary

195 Broadway, New York, NY 10007 Telephone 212 238-9200 companies," driven by a tighter
52 Lime Street, London EC3M 785 Telephone 071-488 6262 reinsurance market and other

pressures on insurers' earnings.
"It will not fall like a ton of

bricks," he said of an eventual
turn
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Opinions

No endorsement
ITH THE PRESIDENTIAL election just a weekaway, several readers have asked whom Business
Insurance is endorsing. Our reply: no one. Here's why.

We think it would be shortsighted to endorse a presi-
dential candidate based on a limited set of issues. While

the issues that affect the risk management and employee
benefits communities-health care and tort reform to

name just two--are indeed important, other topics like
the economy and budget deficit must be considered.

Of course, that doesn't mean we can ignore the presi-
dential elections and the ramifications the vote will have

on risk and benefit management issues.
We are impressed with Bill Clinton's commitment to

address the health care crisis. That doesn't mean that we

support his plan 100%. More details are needed, espe-
cially more clarification about the "premium" that
would be paid by employers that do not offer a health
care program under his version of "play or pay."

But at least Gov. Clinton is addressing the health care
problem. We fear that President Bush still is trying to
sidestep the health care cdsis.

The president did not unveil any type of health care
policy until February, after it had become clear that
health care would become a campaign issue. And the
program that he presented-which would expand access
to health care through a system of tax credits and de-
ductions for low-income familie-seemingly is so low
on the list of presidential priorities that it was never for-
mally introduced in Congress.

While President Bush reiterates that he has attempted
to control health care costs through his unflagging sup-
port of medical malpractice reform, modifying the mal-
practice system alone will have only a small impact on
the overall cost of health care.

However, we do salute the president for his tort

Letters

oOP
BOOb FCR MY JOB,

OR GO fOO
TME COORTQi?

1

Bus•*ss 'Alsuatr ©93:
OfAE EbrrOEJIACCARTOONISTS NLEMMA
reform efforts. He has spoken loud and clear that the
civil justice system must be reformed. We hope that if
there is a second Bush administration, he will strive to

work with Congress to push through stalled product lia-
bility reform legislation.

We wish Mr. Clinton would address the civil justice
system problems head-on. He has not, though we are en-
couraged that he recently said he favors changes in
medical malpractice laws. We are waiting for more.

While we think Ross Perot at times speaks good com-
mon sense, something often lacking from this cam-
paign, it's still difficult to assess his programs. He's
long on the sound bites, short on the specifics.

AIG chairman responds to Hunter's naive' criticism
To the editor: J. Robert Hunter's let-

ter disputing the need for rate increases
(BI, Oct. 12) requires a response. Not only
did Mr. Hunter use misleading statistics
to attempt to show that commercial in-
surers do not need rate increases, he se-
lectively quotes analysts out of context.

Many respected analysts have been say-
ing for some time that the soft property/
casualty market has not yet experienced
enough pain to force a turn to more sensi-
ble pricing. Yet, these same analysts and
others also have been saying that such a
turn is inevitable because the industry
cannot continue indefinitely to write busi-
ness at combined ratios of 110% or more.

For 1991, the average combined ratio
was 109.5%; it has ranged between 105%
and 120% over the past 10 years, hardly an
impressive performance. In each of the last
three years, the industry has experienced a
combined net underwriting loss of more
than $19 billion-totaling nearly $60
billion! This year, with the huge cata-
strophic losses, the figure undoubtedly will
be greater.

The property/casualty industry has
posted a pathetic, declining return on eq-
uity over each of the past four years,
sharply lower than the S&P 500 index.
Last year, the industry's ROE was 6.6%,
compared with 10.1% for the S&P 500.

If this is an industry flush with prof-

Business Insurance welcomes tet-
ters from its readers. Please keep
your comments as brief as possi-
ble. We reserve the right to edit
letters for clarity or space. We will
not publish unsigned letters. Send
your comments to Letters to the
Editor, Business Insurance, 740 N.
Rush St., Chicago, Ilt., 60611-2590.

its, I don't recognize it. Any well-man-
aged company in a risk business like insur-
ance should expect to earn a return on
equity consistent with the risks it assumes.
Yet this clearly has not been the case with
our industry. To use "return on surplus"
with or without workers compensation as a
benchmark, as Mr. Hunter suggests, is a
novel concept. Why not exclude other lines
of business? How would a financial analyst
compare an investment in an insurance
company to companies in other industries
on this basis? This type of distorted "analy-
sis" serves no serious purpose.

The United States holds itself out · to

the world as a market economy, where
market forces determine prices. In our in-
dustly, this system has served the buyer
quite well over the years. To suggest, as
Mr. Hunter does, that market forces should

work only in one direction-on the down-
side-is naive and disingenuous. Why is it
that those who do not really believe in
market economics are only heard from
when there is upward pressure on prices?
Let's not push our industry into oblivion
by remaining silent when rates are declin-
ing but becoming loudly opposed when
they move upward in response to market
forces.

I hardly think American International
Group Inc. or any other company in our
industry has "duped" Business Insurance.
You have reported on the financial plight
of the industry extensively. Your reporters
have an understanding of how to analyze
the results of the industry that is far supe-
rior to Mr. Hunter's.

M.R. Greenberg
Chairman

American International Group Inc.
New York

***

To the editor: Several recent letters have

indicated to me naivete, at best, and abys-

mal ignorance, at worst, of straightforward
economics.

I refer to the negatives aroused by the
internal memo "leaked" by American In-
ternational Group Inc.'s Jeffrey Greenberg
on the need for increased property/ca-
sualty rates (BI, Oct. 12; Sept. 14).

Hurricane Andrew really was a cata-
lyst. Two billion dollars in losses for State
Farm, close to that for Allstate, Pruden-
tial's threatened reduction in debt rating,
Continental's withdrawal from reinsur-

ance, several smaller Florida insurers' fail-
ures-these are indicative of severe prob-
lems for the whole industy.

Mr. Greenberg might better have said,
"We have the moral imperative to raise
rates to keep our industry viable."

More concern for public relations than
the bottom line will lead to bankruptcies
and contraction in a vital industry.

John J. Dunn

Fort Myers, Fla.

CIGNA comment

raises questions
To the editor: "E&S Shakeup at

CIGNA" (BI, Aug. 31) quotes a CIGNA
Corp. executive as stating that excess and
surplus business "won't be written just
because a broker brought it to us"

Remarkable! Has INA/CIGNA's 200

years of insurance underwriting also
taught it any other sound underwriting
practices? They must have regressed from
the days of the '6Os and '7Os when I was
privileged to place reinsurance on their
behalf. Why does the wheel continually
have to be reinvented by insurers and
relnsurers?

Edward J. King
Denville, N.J.
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Spotlight report

A SPECIAL INVITATION London reinsurers
Business insurance and IBF Conferences/International Business Forum

PRESENT expect restrictions
\JHE BYSINESS INSURANg/ due to catastrophesWINTER+IESLTH CARE MANAGEMENT &

By GAVIN SOUTERCOST CONMEeONFERENCE
U.S. cedants can also expect

increased deductibles and cuts in

LONDON-Reinsurers in Lon- profit commissions as a result of
don are set to charge more for the catastrophe losses, they say.

January 13-15, 1993 . Hotel del Coronado .San Diego, California less at year-end renewals Some London reinsurers also

Brokers and underwriters say are looking to restrict coverages
that large losses from Hurricanes by, for example, excluding ter-
Andrew and Iniki have concen- rorism coverage That reactionFor inquiries and to register contact: trated the minds of reinsurers on follows an Irish Republican

IBF Conferences/International Business Forum specific coverages for specific Army bombing in London earlier

Tel: (516) 229-2375 Fax: (516) 229-2386 areas in the United States and this year
imposing catastrophe limits for Meanwhile, marine reinsurers
pro rata treaties will continue to eliminate non-

marine risks from marine rein-

surance programs, they say
"Underwriters will make sure

that they are getting the right
commercial terms for the risks

they are covering," said John
Wetherell, underwriter for

Lloyd's of London syndicate 190,
5, managed by Cater Allen Syndi-

cate Management Ltd
For ceding insurers, that

.F
t means higher retentions and

rates, he said.
+

' iT

, C'
II Reinsurers also will look for

i
more information about the risks

1 1

*f - -i =1 1 they underwrite, said Philip
r Heitlinger, general manager-

bs i

non-marine at English & Ameri-
4

. can Group P L C.

1

. "Deductibles are being in-
creased and, in the U S., nation-

'

wide catastrophe exposures may: '

have to be itemized by area.
People are reassessing the way

l

' 1
6 . they buy and sell reinsurance,

he said.

Greater transparency of risks
AJ h I /4 will be one of the key issues dur-

t R.
.1

4% f* ing at year-end renewals, agreedr f

, i f 39,6 - 1 5

Colin Murray, chairman of R.J
Kiln & Co Ltd.

f id y ': - /

8> i 2,+ -"fS» -"--I
Hurncane Andrew drove home

t.,4
':,NA . 4, I

i .k
.-

able to catastrophe losses than

the point that some areas of the
United States are more vulner-

1 4, others, said Mr. Murray
.

'' Af442 4{*;.62'2:t 1/ : * As a result, underwriters will
: *St* I

t
demand much more information

, P ; 4 ·7 14
on the exposures they covert

" Hurricane Andrew showed
"

-*POB'/
that the technical level of under-

writing by some underwnters is
generally not as high as it was 25
years ago" after Hurricane
Betsy, Mr. Murray said

Today, some underwriters are
less critical of the risks they un-
derwrite, taking on large liabili-
ties in potentially catastrophic
areas, he said

"I was very surprised to seeIntegrity is tbe pillar of reinsurance. that so many insurers had such
large liabilities in Dade County,
Fla," Mr. Murray said

To gain better control of their
own exposure, reinsurers will

6
demand more information on

risks-like transmission lines

Constitution and mobile homes-that are sus-

ceptible to damage from wind-
storms

Reinsurance As in the United States, catas-
trophe coverage is prolected to
be one of the main problem areas

Corporation durmg renewal negotiations
"Underwriters are asking

themselves how they can effec-
A XEROX Financial Services Company tively underwrite catastrophe

business and still make a profit,

(212) 602-8500
said Philip Marcell, chairman
and CEO of Unionamerica Insur-

A M Best Rating: A+ ance Co. Ltd.

Since 1940 One technique they Will use iS
limiting coverage by region, Mr
Marcell said "(U.S insurers)New York Atlanta Chicago Los Angeles
may have to buy coverage ac-
cording to the aggregated risk

Cont:nued on page 14
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London reinsurers
Continued from page 10
they have in particular loss re-
gions."

Reinsurers may also impose catas-
trophe limits on pro rata treazies
and exclude some geographical
areas from coverage in the treaties,
Mr. Murray said.

Reinsurers will try to make sure
that catastrophe risks are covered
under a separate policy, said an-
other Lloyd's undemvriter. "There
have been a lot of companies getting
their catastrophe coverage und€r a
pro rata treaty and underwriters are
going to try and put a limit on
that."

Reinsurers also are expected to
halve profit commissions following
U.S. catastrophe losses, he said.

"People can't continue to expect a
fat profit commission just because
they are lucky enough not to have a

-1.1

4

1·8 I

THE PREMIER OFF-SHORE IX*11('11.E FOR INSURANCE, MANAGEMENT AND FINANCIAL REINSURANGE.

For more information cal: Malcolm Butterfield, Marketing Committee, Insurance Advisory Committee at (809) 295-5151.

catastrophe loss one year when we
know that with the rising catastro-
phe losses there's a good chance that
they will have a large loss next
year," the Lloyd's underwriter said.

More transparency of risks and
higher rates are only half the story.

Coverage restrictions are also ex-
pected to play a large role in year-
end London reinsurance renewals.

One very visible area is terror-
ism coverage. After an IRA bomb
caused an estimated 1 billion

pounds ($1.7 billion) of damage to
the London financial district in

April, reinsurers reconsidered their
stance on terrorism coverage.

Reinsurers of British risks now
are undecided whether to include

a terrorism exclusion in pro rata
policies renewed at year-end or to
write it as a separate coverage, Mr.
Marcell said.

Sorne policies contain a terror-
ism exclusion drafted by the London
Insurance & Reinsurance Markets

Assn., but "the majority of policies
actually written include terrorism
coverage," he said.

"Some people want to keep the
coverage in the policies, whereas
others want to take it out and write

it as a separate coverage," he ex-
plained. "Whatever happens, there
will have to be right premium
charged for the exposure."

Professional reinsurers in conti-

nental Europe are leading the cam-
paign to exclude terrorism coverage
from pro rata treaties, said Mr.
Roundell, chairman and managing
director of Leslie & Godwin Rein-
surance Ltd.

"The continental reinsurers are

trying to bring in definitions and
terms that will single out and ex-
clude the coverage from pro rata
treaties," said Mr. Roundell.

In London, company reinsurers
are more keen than Lloyd's un-
derwriters to exclude terrorism cov-

erage, another broker said.
"There is no market stance on

the coverage yet, but broadly speak-
ing, Lloyd's syndicates are more
willing to include terrorism, albeit
at a higher price," he said.

Marine reinsurance underwriters

will continue to exclude non-marine

exposures from contracts, un-
derwriters and brokers say.

"Last year, underwriters tried to
take the refinery risks out of energy
programs and this year I think they
will try to get even more of the non-
marine elements out," said Chris
Clark, managing director of the ma-
rine U.S./U.K reinsurance division

of Willis Corroon Group P.L.C. in
London.

Reinsurens may not be successful

in unbundling the programs com-
pletely this year but, by the end of
renewals next June, many more
non-marine risks may have been
eliminated from marine energy in-
surance programs, he said.

"By then, we may get two sepa-
rate markets for onshore and off-

shore risks, and onshore production
units may be covered as a non-ma-
rine risk," Mr. Clark said.

Marine reinsurers also are curbing
reinsurance support for cargo "stock
throughput policies," said Trevor
Johnson, underwriter for syndicate
744/746, which is managed by Wen-
dover Underwriting Agency Ltd.

Under stock throughput policies,
marine cargo undenwriters provide
incidental coverage to goods in
transport while they are on land, in
addition to coverage while they are
being transported at sea.

Over the past 20 years, the cov-
erage period for stock on land has
gradually increased to the extent
where marine cargo underwriters
provided storage coverage for as
long as 12 months, Mr. Johnson
said.

"As a result of some very slack
Continued on page 16
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London reinsurers
Continued from page 14

underwriting, we had quite a lot
of stock throughput claims that
were really non-marine claims but
paid by the marine market. Many
of the losses from the riots in Los

Angeles, for example, will be paid
by the marine market" under these
policies, he said.

The move by the reinsurers could
change terms in the direct cargo
insurance market, said Mr. Roun-
dell of Leslie & Godwin.

"The underwriters want to send

the non-marine risks back to the

non-marine market and this should

lead to a tightening up of original
terms and conditions," he said.

Marine war risk excess-of-loss

reinsurers also are limiting cover-
age, Mr. Johnson said.

Although reinsurers eliminated
contract frustration coverage from
war risks three years ago, they
have continued to offer other polit-
ical risk coverages. For example,
war risk underwriters would cover

claims that arise if a company lost
a contract due to changes in the
law of another country, Mr. John-
son said.

"There is now a good chance that

all political risks will be excluded
from war risks written in the ma-

rine excess-of-loss market," he
said.

Underwriters should be wary of
simply excluding risks from con-
tracts rather than negotiating with
cedants, warns Mr. Clark of Willis
Corroon.

"We can understand why rein-
surers want greater transparency
of the risks they cover, but that
should be done by negotiation
rather than exclusion or we might
end up as nothing more than a
property catastrophe market," he
said.
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U.S. groups considering
arbitration standards

for reinsurance disputes
By STACY SHAPIRO

LONDON-U.S. lawyers and
reinsurers may soon follow the
example of their British brethren
and establish an arbitration so-

ciety to improve arbitration
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standards.

Last year, executives in Lon-
don established the AIDA Rein-

surance & Insurance Arbitration

Society (U.K.) to improve both
arbitration procedures and arbi-
trators.

Prompting the move was a per-
ceived increase in disputes be-
tween ceding companies and
reinsurers.

ARIAS (U.K.) recently pub-
lished a new arbitration clause

recommended by both Lloyd's of
London underwriters and the

London Insurance & Reinsurance

Market Assn.

The society is supported by the
law society Assn. Internationale
de Droit des Assurances, 30 to 40
law firms, Lloyd's, LIRMA and
the British Intermediary & In-
surance Brokers Assn.

Now the U.S. chapter of AIDA,
the Reinsurance Assn. of

America and others are " are

working to put together what
may become the U.S. counterpart

'1 felt that there

should be an

international forum of

arbitration,'

says Mr. Butler.

to ARIAS (U.K.)," said Ronald A.
Jacks, immediate past president
of the U.S. chapter of AIDA and
a member of its international

presidential council.
The U.S. chapter will "build

upon the success of our col-
leagues in the U.K. and put to-
gether people who are interested
and informed," said Mr. Jacks, a
partner in Chicago-based law
firm Mayer, Brown & Platt.

ARIAS (U.S.), like its British
counterpart, hopes to consider
such issues as "standards for

qualification" as an arbitrator;
provide training programs for
arbitrators; and make "practical
suggestions to streamline the ar-
bitration process and policy lan-
guage," said Mr. Jacks.

He attributes the success of

ARIAS (U.K.) to support from all
aspects of the insurance and re-
insurance market, as well as
from attorneys.

This kind of support "is abso-
lutely indispensable and is a pre-
requisite," he said.

Recently Mr. Jacks spoke to
the RAA to establish a steering
committee of interested parties
from all sectors of the industry to
establish ARIAS (U.S.).

The British group is the brain-
child of John Butler, president of
AIDA, consultant for London
law firm Barlow, Lyde & Gilbert
and now vice chairman of ARIAS

"I had a lot of complaints by
reinsurers that the arbitration

procedures as they stood were
inadequate " Mr. Butler ex-
plained. "As president of AIDA, I
felt that there should be an in-

ternational forum of arbitration,
and insurers and reinsurers

should do something."
In addition, Mr. Butler "and

others had seen a burgeoning of
disputes in underwriting and in

Continued on page 18
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Arbitration
Continued from previous page
the number of arbitrators,"
added Hugh Thompson, secre-
tary of ARIAS (U.K.).

Although no one tallies the
number, the impression is that
disagreements between ceding
companies and their reinsurers
are on the increase.

Today's disputes are often a
result of U.S. court rulings that
old insurance policies should
cover risks that were never ex-

pected by insurers, said Mr. But-

ler. Although the insurers may be
required to pay the claim, rein-
surers often balk.

There is no way to reduce the
number of these disputes because
"it's past history from business
that was placed 20 to 30 years
ago or more. I know of one dis-
pute on a reinsurance treaty
placed in 1928," said Mr. Butler.

New disputes also are arising
from losses in London, including
those from the London market

excess-of-loss reinsurance mar-

ket and the closing of loss-rid-
dled Lloyd's syndicates.

For example, some reinsurers
question whether they are liable
to pay any of the 116 million
pound ($191.7 million at current
exchange rates) settlement by
errors and omissions insurers

with 987 members of syndicate
317 managed by R.H.M. Outh-
waite (Underwriting) Agencies
Ltd.

The reinsurers question
whether the E&0 claim stemmed

from one loss or 32 losses, repre-
senting each runoff reinsurance
program written by Outhwaite.
The reinsurers also question
whether the loss falls in 1985,
when the syndicate kept its 1982
year open, or when each of the 81
members agencies were actually
sued.

The Outhwaite disputes, how-
ever, "all depend on how the
E&0 reinsurance was placed and
bought," said Lloyd's un-
derwriter Alec Sharp. After some
discussion, all of Mr. Sharp's re-
insurance claim for the E&0 set-

tlement on behalf of the Outh-
waite agency was paid.

"My guess is the majority (of
the settlement) will be paid by
reinsurers. We have a big chunk
of the loss back already," he 
said.

But that dispute is only "the
tip of the iceberg," said one Lon-
don defense lawyer. The lawyer
predicts big disputes among
E&0 reinsurers of the "big Syn-
dicates in trouble," like those
formerly managed by Gooda
Walker Ltd., Feltrim Under-
writing Agencies Ltd.

Reinsurance disputes also are
on the rise because reinsurers

that are on shaky financial
ground are delaying paying
claims, London executives say.

"This may well be true. If peo-
ple ean't pay, you can't get blood
out of stone," said Mr. Butler.
"But some reinsurers never in-

tended to" pay these types of
claims.

Disputes also are arising be-
tween insolvent insurers' admin-

istrators or liquidators and the
company's reinsurers.

"When there is an insurance

failure, there is always a problem
with reinsurers," said the de-
ferne attorney.

The liquidation of insurers
that participated on the H.S.
Weavers (Underwriting) Agen-
cies Ltd. line slip is likely to stir
up disputes with reinsurers be-
fore reinsurance is recovered.
Reinsurance covered half of the

$5 billion in ultimate liabilities

of the five defunct insurers

owned by Weavers parent Lon-
don United Investments P.L.C.

The threat of an increasing
number of disputes is unsettling
since, in the past, arbitration
proceedings were haphazard and
results were often unviable,
causing many reinsurers to take
their disputes to court.

With the growing number of
reinsurance disputes, those ac-
tive in the market need to join
with the existing arbitrators in
"providing a panel of indepen-
dent market arbitrators, and to
ensure that arbitrations are con-
ducted in a manner best suited to

the markets," says an ARIAS
(U.K.) brochure.

Messrs. Butler and Thompson,
barrister John Thomas and J6hn

Powell, partner at the law firm
Stephenson Harwood, estab-
lished ARIAS (U.K.) in July

1991. ARIAS (U.K.) provides a
list of people who are suitable as
arbitrators, including Lloyd's
underwriters Stephen Merrett
and Richard Morgaan and Har-
vey Simons, senior underwriter
and director of CNA Reinsurance

With arbitrations,

you get no
precedent' because

they're confidential,

says Mr. Butler.

of London. All are members of

ARIA (U.K.)'s committee.
Of the society, Mr. Merrett

says, "I think it's wonderful."
The society also has estab-

lished an arbitration training

Sharpen your edge.

---

course for its panel of potential
arbitrators.

Recently, ARIAS (U.K.) pub-
lished a new recommended arbi-

tration clause to replace the
standard arbitration clause used

in nearly all reinsurance treaties.
LIRMA has adopted it as its re-
commended clause, as have many
Lloyd's underwriters like Mr.
Merrett.

The new clause allows retired

market members as well active

underwriters to arbitrate and

calls for three arbitrators to be

on a panel, instead of two arbi-
trators and an umpire.

The new clause, like the old
one, says the parties can chose
the place of arbitration.

However, if the parties can't
decide, the new clause-unlike
the old one-names the site as

London.

The proper law to follow-if

not agreed on-will be of the
country "with which (the agree-
ment) is most closely connected,"
the clause says.

In the meantime, ARIAS (U.K.)
is drafting rules of conduct for
an arbitration. These rules have

never been put in writing.
In the future, ARIAS (U.K.)

could suggest radical changes,
like recommending that arbitra-
tion decisions be published
rather than be kept confidential,
said Mr. Butler. "With arbitra-

tions, you get no precedent (be-
cause they're confidential), so
you can arbitrate again and
again and get different results
with different arbitrators."

A published decision could
curb the number of arbitrations

on the same issue by showing a
precedent, though the former de-
cision wouldn't be binding, he
said. i
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IBM imaging systems can
While some people view imaging systems as

just document storing tools, others view them as
something much more powerful.

Strategic tools.
Take the Auto Club of Southern California:

With 140 people filing 34,000 documents a day
in 21 miles of folders, paper gridlock resulted.

"Customer files used to be very inaccessible,
sometimes 40 miles away," they told us.

We suggested ImagePlusZ IBM's imaging
offering for work process management. In short,
they projected savings of $2 million per year by
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Overdue reinsurance penalties to tighten
Regulators want to close loopholes in current regulations

By DOUGLAS McLEOD

Ceding insurers are facing
stiffer penalties for carrying
overdue reinsurance balances on

their books as state regulators
move to close loopholes in rein-
surance accounting rules.

Amid mounting concern about
potentially uncollectible reinsur-
ance, the National Assn. of In-
surance Commissioners in 1989

began requiring ceding com-
panies to take a charge against
their surplus for a portion of au-
thorized reinsurance balances

more than 90 days past due and
not in dispute.

For 1992 annual statements,
the penalty will be extended to
overdue unauthorized recover-

ables when a ceding insurer fails
to draw on letters of credit, trust
funds or other collateral securing
the recoverables.

The original penalty on over-
due authorized reinsurance left

what many regulatory and rein-
surance sources agree were loop-
holes that allowed insurers to es-

cape the full impact of the
penalty.

For example, the rules allowed
amounts in dispute to be ex-
cluded in identifying slow-pay-
ing reinsurers, and left it unclear

when the 90-day clock for aging
reinsurance balances was to

begin running.
An NAIC committee earlier

this month approved new rules
to close these loopholes effective
with the 1993 statutory state-
ment.

The result, regulators and
reinsurers say, should be more
energetic collection efforts by
ceding companies and more ex-
plicit payment terms in reinsur-
ance contracts.

Ceding insurers that fail to re-
solve problems with slow-paying
reinsurers will be hit with stiffer

penalties as a result of the new

regulations, they add.
"The general motivation was

to give companies a compelling
reason to accelerate cash reco-

veries as best they could, and I
think it's served that purpose,"
Edward Kelley, NAIC senior re-
insurance manager in Kansas
City, Mo., said of the reinsurance
penalty rules.

Most ceding insurers "are more
mindful of reinsurance recover-

ables than they were a few years
ago," and the penalties have
contributed to this, Mr. Kelley
said.

The gradually tightening rules
grew out of worries that the old

IBM and ImagePlus are regitered trademarks of Internatertal Business Machines Corporation. © 1992 IBM Corf
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Schedule F in statutory financial
statements revealed little about

how many of a ceding company's
reinsurers were behind in their

payments and might default al-
together.

The soft market of the early
1980s had been fueled in part by
cheap reinsurance, and the losses
that followed left many rein-
surers insolvent or financially
weak-raising regulators' con-
cerns about recoverables.

The NAIC responded by devel-
oping the "90-day rule," which
forced ceding insurers to report
and take penalties on overdue
balances from authorized rein-

surers.

The rule, which went into ef-
feet in 1989, requires insurers to
report in Schedule F the amount
of paid losses and loss-adjust-
ment expenses recoverable from
each reinsurer that are current,

30 to 90 days overdue, 91 to 180
days overdue and more than 180
days late.

A "trigger" test is then used to
identify slow-paying reinsurers.

A reinsurer is considered a

slow payer if paid loss and ex-
pense recoverables more than 90
days late-excluding amounts in
dispute-add up to more than
20% of all paid loss and expense
recoverables from that reinsurer

plus payments the reinsurer has
made within the previous 90
days.

If a reinsurer is late with some

payments but is not officially a
slow payer, ceding insurers must
take a charge against surplus
equal to 20% of undisputed paid
loss and expense recoverables
more than 90 days overdue.

If the reinsurer is branded a

slow payer, though, the 20% pen-
alty applies to all reinsurance
balances regardless of whether
they are disputed. These bal-
ances include paid and unpaid
losses and loss-adjustrnent ex-
penses, incurred-but-not-re-
ported losses and unearned pre-
miums, less LOCs or other funds
held by the ceding insurer as se-
curity.

Since adopting the original
rule, the NAIC has also extended
it in a different form to cover re-

coverables from unauthorized
reinsurers.

Starting with their 1992 statu-
tory statements, ceding insurers
must apply the same aging
schedule to paid loss and loss-
adjustment expenses recoverable
from unauthorized companies.

Where unauthorized balances

are secured by LOCs or other
collateral, ceding insurers must
draw down the collateral or take

a 20% penalty on balances more
than 90 days past due.

The penalty does not apply to
unsecured unauthorized recover-

ables, since ceding insurers are
already denied credit for this re-
insurance.

Unlike the authorized reinsur-

ance provisions, the unauth-
orized penalty will apply only to
paid loss and expense recover-
ables and does not include a

slow-payer trigger that would
bring unpaid losses, IBNR and
unearned premiums into the cal-
culation.

Results of the authorized rein-

surance penalty have varied over
the last few years: U.S. property/
casualty insurers reported a total
penalty of $422 million in 1991,
up 10.5% from $382 million in
1990.

Robert M. Solitro, deputy New
Continued on nert page
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Continued from previous page
Hampshire insurance commis-
sioner and head of the NAIC

working group developing the
rules, said he is uncertain what
accounts for the increase in the

aggregate penalty From 1990 to
1991.

The 1990 to: 91 was down

29.7%, however, from an aggre-
gate $543 million in 1989.

Penalties also vary widely
from insurer to insurer: CIGNA

Corp. and Crum & Forster Inc.
topped the penalty list in
1991-as they did in 1990-while
other large insurance groups re-
ported far smaller penalties (see
chart).

The relatively small penalties
insurers reported-and the fact
that the total dropped in
1990-led several regulatory and
reinsurance officials to conclude

that ceding companies were tak-
ing advantage of loopholes in the
rules to avoid their full impact.

One of these loopholes is the
provision allowing insurers to
exclude balances in dispute
when calculating whether a rein-
surer is a slow payer subject to
stiffer penalties and when figur-
ing penalties for non-slow
payers.

Regulators originally felt the
clock should not be running
while there was a legitimate dis-
pute over whether a reinsurance
claim was eoverect

However, Mr. Solitro observed,
"There were indications from

many regulators that companies
put many items in dispute to
avoid the aging (process)."

Property/casual:y insurers last

1991 penalties for overdue authorized reinsurance

Insurance group Penalty

CIGNA $69.417

Crum & Forster 65024

Hartford 52.578
Allstate 24 180

AIG 17,075
Continental 13 370

CNA 9.324

Nationwide 7932

General Re 7.441

Argonaut 7170

Fireman'$ Fund <820
Chubb 3.837

Home 3.630
Transamerica 2185

Aetna 2244
St.Paul 1,603
Amanz) 1.233

Old Republic 1.213

-1,134
Reliance 613

Sentry -531
' Travelers 375

Kemper
Fremont 216

year excluded about $790 mil-
lion in disputed paid loss and
expense recoverables from cal-
culations identifying slow-pay-
ing reinsurers, according to the
NAIC's Mr. Kelley.

Another loophole involves the
rule's definition of when a rein-

doin 1

All amounts in thousands

Overdue Total Total Capital Net

authorized reinsurance reinsurance and premiums
reinsurancel provision 1.2 recoverable 1.2 surplus written

$347,086 $149,134 $5,833.957 $1,951,134 $3,634,274

325,120 798,624 5,210,272 1,527,146 2,422,371
262.890 53,161 6,458,067 3.058,916 5,030,195

120,901 91,830 1,204,282 5,421,743 14,724,302
85.374 196,555 13,079,850 6,156.899 9,018,372

66,849 13,370 3,356,306 1,816,956 3,532,056

46,618 271,706 3,314,592 3,927,521 5,571,500

39,661 62,440 4,096,266 3,782,921 6,284,388
37,206 10,033 1,023.787 3.363.071 2,122,317

35,852 9,086 243,494 447,786 370,286

24,102 81,963 2.553.555 1,536.986 2,587.193

19,187 52,333 1,970,822 1,670,179 3,015,129

18,148 38.229 2,209.155 900.601 1,491,092
10,926 26,357 1,173,399 823,431 1,745,126
10,220 2,926 3,711,934 3,161.105 5.925.852

8,013 44,587 1,540,664 1,685,836 3,111,845

6.167 3.536 346.447 131.280 149.737
6,063 9,282 1,484,098 704,325 738,500
5,669 20.581 1,107,675 911.479 1.527.814

3,064 6,376 1,782,272 840,508 1,509,012

2.653 1,761 _ 223.133 760.299 1,101.851
1,873 646 4,651,050 3,774,878 4,327,329

1.510 5*583 5.682.653 2.113.870 3,164.522

1,078 1,190 286,115 158,512 403,971
968 18,460 3,614,421 2,846,692 6,434,427

. b,¢un·ed but not repotted 106888 and uneamed premturns 2 Inckides aukilzed ind unauthorized reinsurance 3 Doesnot inckide Freman's Fund

surance balance is payable and
thus when it becomes 90 days
past due. The rule has provided
that paid loss recoverables are
due pursuant to a reinsurance
contract's terms or-if no pay-
ment terms are specified-30
days after proof of loss is pro-

vided to the reinsurer.

Ceding insurers have been able
to delay the start of the 90-day
clock by agreeing with reinsurers
that proofs of loss are not com-
plete, regulators and reinsurers
say.

Edmond F. Rondepierre, senior

GRAPHIC BY CHRIS ROY

vp and general counsel with
General Re Corp. in Stamford,
Conn., said he warned regulators
that once insurers learn these

loopholes, "you're never going to
see anybody taking a penalty."

To address these problems, the
Continued on page 22
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Reinsurance penalties
Continued from page 20 Financial reinsurance more widely accepted
NAIC's blanks committee earlier

this month approved changes in By JUDY GREENWALD Financial products are filling a need surance market in general has
Growth in the financial rein-

Schedule F that are expected to
become effective for 1993 finan- The crying need for catastro- for catastrophe reinsurance capacitycial statennents. phe reinsurance-spurred in part "I'm certainly seeing growth in

been healthy, if not spectacular.

In one change, ceding insurers by Hurricane Andrew-is fueling terms of the number of people
will no longer be able to exclude new business for the financial re- tinue to write financial products reinsurance vary, it is essentially who are willing to write this
amounts in dispute.from the insurance market. (see story, page 27). any transaction in which antici- product," said Ajit Jain, presi-
aging schedules for authorized As the demand for financial At the same time, financial re- pated investment income is an dent of the reinsurance division
and unauthorized reinsurance reinsurance rises, more tradi- insurance itself is moving closer acknowledged component of un- of Berkshire Hathaway Inc., a
balances. While no one expects tional reinsurers are using their to the traditional market. derwriting and the reinsurer's major financial reinsurer.·
this to eliminate reinsurance dis- capacity to write financial prod- Spurred by regulatory and ac- ultimate liability is capped, "This product really comes
putes, it should reduce the ucts. Several financial reinsurers counting pressures, the contracts Other factors common to these into play when there's a problem
amounts reported to be in flis- note that the added competition incorporate increasing amounts contracts are they are generally in the traditional market," ob-
pute by many ceding insurers. is driving down profit margins, of underwriting risk. non-cancelable by the reinsurer served John Berger, executive vp

"There will probably be fewer though not to an irresponsible These developments are evi- but subject to commutation by of F&G Re Inc. in Morristown,
disputes because there will be no level. dence that financial reinsurance the policyholder. N.J., a USF&G Corp. unit that
advantage to showing amounts Although some of these tradi- techniques are becoming more The policies can be pros- writes some financial reinsur-
in dispute," predicted James M. tional reinsurers are likely to widely used and acceptable in pective, focusing on future ance.

Shamberger, senior vp with the disappear from the financial re- mainstream reinsurance under- losses, or retrospective, removing Currently, the supply of catas-
Reinsurance Assn. of America in insurance arena once the overall writing. past liabilities from a cedant's trophe reinsurance capacity is
Washington. market hardens, some will con- While definitions of financial balance sheet. - Continued on nert page

The NAIC also has redefined

when the 90-day clock starts
running. Under the new rules,
the aging period begins:
• On the date specified in a re-

insurance agreement for pay-
ment of reinsurance claims.

• If no date is specified, on the
date the agreement calls for
claims to be presented to the

reinsurer for payment.
• If neither date is specified,

on the date the ceding insurer
enters in its books a paid loss re- ,
coverable exceeding $50,000
from a given reinsurer.

This change caused some con-

troversy, with some reinsurer
representatives arguing that the
NAIC is effectively imposing
contract terms on reinsurers,
who will now be under more

pressure to specify payment
dates in their agreements.

The new rule may represent an
"unintentional drift" toward

form regulation of reinsurance
contracts, said William Marcoux,
a .partner with the law firm of
LeBoeuf, Lamb, Leiby & MacRae
in Washington, which represents »
Lloyd's of London and other
non-U.S. reinsurers.

Still, this may not be all bad,
he added. "The 90-day rule will
demand greater precision in the
drafting of reinsurance con-
tracts," Mr. Marcoux said.

"I think companies and bro-
kers will probably modify con-
tracts so they really have due
dates," Mr. Shamberger agreed.

This could create problems for
some slow-paying reinsurers.
"It's a downer to go to a client
and say, 'Hey, I need 180 days,' "
Mr. Rondepierre observed.

In fact, non-U.S. reinsurers-
which typically work through a
series of brokers and often take

longer to pay-had argued that 4
the NAIC should extend the trig-
ger point for penalties to 120
days from 90 days. The NAIC re-
iected this idea, but revised the
aging schedule's categories to
record amounts 90 to 120 days
and more than 120 days overdue
rather than 90 to 180 days and
over 180 days. This change will
allow regulators to see how much
overdue reinsurance, particu-

Larly from alien companies, is
paid within 120 days.

With these changes, regulators
and reinsurers believe the rules

are now set and will give them an
accurate picture of ceding com-
panies' reinsurance recovery
problems. "We think the loop-
holes are closed," Mr. Ronde-
pierre said.

Though some regulators had
proposed gradually increasing
the size of the penalty beyond
20%, the NAIC has no further ,
changes in the works, Mr. Solitro
said. I



Continued from previous page
down and Hurricane Andrew

"has got everybody concerned,"
he said. Much of the demand for

cat cover has been funneled to fi-

nancial reinsurance, which can
more efficiently manage cata-
strophic losses, said Mr. Berger.

Financial reinsurers are help-
ing to fill the capacity shortage
in the catastrophe market pri-
marily with funded covers. In
these transactions, the ceding in-

surance company pays a pre-

mium and is guaranteed certain
future payments to fund future
losses.

If losses are smaller than ex-

pected, the ceding insurer re-
ceives a profit commission. How-
ever, if catastrophe losses occur
more quickly than the premium
earns investment income, the

ceding insurer is left short on its
reinsurance recoveries.

Financial reinsurance "is

being looked at as a viable way
to compensate for the loss of the
normal property and catastrophe
market," said Kirk Roeser of re-
insurance intermediary Gill &
Roeser Inc. in New York.

"These transactions are be-

coming more and more common
as the market for catastrophe re-
insurance and catastrophe retro-
cession covers has been res-

tricted," said Franklin W.
Nutter, president of the Wash-
ington-based Reinsurance Assn.
of America.

"I think catastrophe coverage
probably comes into most of the
situations I've seen" in the finan-

cial reinsurance area, said Mi-
chael Rothpletz, executive vp for
intermediary G.L. Hodson & Son
Inc. in New York.

Financial reinsurance plays
only a small part in some catas-

trophe reinsurance programs. In
others, "it's 100% of the situa-

tion," he said. "There's certainly
more funded catastrophe covers
being done."

Demand has particularly
picked up following Hurricane
Andrew.

If insurers don't know about

financial reinsurance, "they're
trying to learn it real fast," said
Peter Gakos, vp in charge of fi-
nancial reinsurance for CIGNA

Reinsurance Co. in Philadelphia,
which will write about $75 mil-
lion in financial reinsurance pre-
miums this year.

"The demand has been phe-
nomenal this year. I think every
insurer is going to have a piece of
financial reinsurance" in its

overall reinsurance program,
said Mr. Gakos.

Even before Andrew, the de-
mand on financial reinsurers for

MERCANTILE & GENERAL
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catastrophe protection had been
strong, observed Joseph H.
Umansky, president of AIG Re-
insurance Advisors Inc., which

arranges financial reinsurance
programs reinsured by AIG com-
panies.

"Andrew just gave it a very,
very strong push," said Mr.
Umansky, who noted most of the
financial reinsurance business

AIG is now writing is multiyear
property catastrophe products.

Clearly, managing catastrophe
exposures is one of insurers' key
needs, and finite risk reinsurance
meets that need, said Steven M.
Gluckstern, president and chief
executive officer of Centre Rein-

surance Holdings Ltd. A lot of
people would like to see it as
at least a component of any
product they buy, he added.

Finite risk reinsurance is the

name Centre Re coined for finan-

cial reinsurance contracts with a

measure of underwriting risk.
"Growing, growing, growing,

growing," said Jens Juul, presi-
dent and CEO of Scandinavian

Reinsurance Co. Ltd., a Bermuda

financial reinsurer, describing
the demand for catastrophe ca-
pacity.

"I don't think it's driving the
(financial) reinsurance market. I
think it's just one of many prod-
ucts the finite risk market can

give to the traditional reinsur-
ance marketplace," said Mr.
Juul.

While financial reinsurance

products traditionally have re-
sponded to the casualty side of
the business, "I would think at

the moment, the concentration in
that area has been diverted

somewhat to the property side of
the market," commented Roger
J.B. Beach, president of Bermuda
financial reinsurer Accord Re

Ltd.

"If it's not a driving force, it's
certainly a main part of what the
product is responding to," he
said.

Many times, a financial rein-
surer will take on a catastrophe
cover with a little bit of under-

writing risk in addition to the
funded piece within a deal, said
Robert N. Tremelling III, presi-
dent of Tretis Group Inc., a rein-
surance intermediary based in

Much of the demand

for cat cover has

been funneled to

financial reinsurance,

says Mr. Berger.

San Francisco.

While this underwriting risk
on catastrophe coverage is incor-
porated to satisfy the account-
ants, "you don't really expect it
to be hit," he noted.

But this strategy backfired for
some financial reinsurers when

Hurricane Andrew hit, he said.
"These guys are actually losing
some money on some of these
deals."

At CIGNA Re, for instance,
some financial catastrophe
covers it wrote will be hit. But

that must be considered in light
of the fact that it was a $12
billion loss, estimated Mr.
Gakos. In fact, "It's not as bad as
we thought it would be."

Helping CIGNA Re's situation,
he said, is that it wrote financial
reinsurance layers on top of tra-
ditional catastrophe reinsurance.
Insurers regard the financial re-
insurance "as the sleep easy-type
covers," said Mr. Gakos.

Some observers say there may
not be enough catastrophe ca-
pacity in the financial reinsur-
ance market to meet demand.

Mark Mosca, vp and manageI
of the treaty department at NAC
Re Corp., which writes some fi-
nancial reinsurance, said there is

no question of increased demand
for alternative ways of protect-
ing insurers' property aggre-
gates.

"There'11 be plenty of interest
and demand," he said. The ques-
tion is, how much supply will
there be? "The situation isn't as

clear as it would be" had Hurri-

cane Andrew not happened, he
said.

CIGNA Re's Mr. Gakos agreed
that there probably is not enough
financial reinsurance capacity to
meet the demand in the catastro-

phe area.
Continued on next page
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Financial reinsurers
Continued from previous page

"Smart people know that," he
said, explaining they are looking
to buy their financial catastro-
phe coverage first, then fill in
their traditional reinsurance

programs.
At the same time, some observ-

ers believe that at least partly
because of the greater interest by
traditional reinsurers in writing
financial products, profit mar-
gins on the business are lower.

"There's no question of the
number of people willing to price
the product a lot cheaper than
people have been in the past,"
said Berkshire's Mr. Jain. "Mar-

gins are under a lot of pressure,
and it's not as profitable as it
used to be."

"The margins have erbded,"
agreed James R. Fisher, senior

Treaty

Facultative

Surety

ART

Finite

Claims

Services

Actuarial

Services

Captive
Management

Investment

Management

vp and controller at American
Re-Insurance Co. "There's a lot

of people out there, a lot of new
entrants."

The margins are a "little bit
thinner" than they were a year
ago, agreed Mr. Roeser. "(Finan-
cial reinsurance) is a little
cheaper than it used to be, but
it's not cutthroat and it's not

priced to lose money-and some
traditional reinsurance is."

When demand is high, more
people enter a market, ultimately
driving prices down. However,
said F&G Re's Mr. Berger, "I
don't see anything blatant being
done. It's only natural more and
more people are going to get in-
volved because that's the de-
mand."

"It's still a good business to be
in," said Mr. Roeser of Gill &
Roeser. "I think it's an intelli-

gently priced business."
The best deal varies from one

reinsurer to another, said Robert
J. Osborne Jr., executive vp of
New York-based Arthur J. Gal-

lagher Intermediaries Inc. "You
cannot target one company and
say, 'They're the cheapest on the
program. They don't know what
they're doing,' " he said.

While some profit margins can
be only 4% to 5%, other deals get
up to 12% to 15%, observed Mr.
Tremelling of Tretis. "They
really go all over the lot."

'Margins are under a
lot of pressure, and
it's not as profitable

as it used to be,'

says Ajit Jain.

Despite the interest from tra-
ditional reinsurers, observers do
not expect a significant increase
in the number of new finahcial

reinsurers in the business.

''Right now, the field is
crowded enough," said Berk-
shire's Mr. Jain. He added that

the economics of the market may
not justify additional entries un-
less demand takes off, which he
does not anticipate.

"I suppose the market is al-
ways evolving," said L. John
Goldberg, senior vp and director
of Johnson & Higgins (Bermuda)
Ltd., which has just created a fi-
nancial reinsurance division. If

there are people who want to
capitalize a new company, or
other companies that want to get
in, "then I'm sure that will hap-
pen," he said. However, "Right
now, I don't see it happening."

The trend toward incorporat-
ing greater amounts of under-
writing risk in financial prod-
ucts continues, say observers.

In fact, the term "finite risk,"
which indicates there is some un-

derwriting risk in a contract, is
probably now more appropriate
for the business than financial

reinsurance, said Mr. Roeser.
"I don't think there are many

companies out there who are de-
scribing themselves as selling fi-
nancial reinsurance any more,"
he said. "It's just an evolution of
the spectrum."

At the same time, financial re-
insurance techniques are becom-
ing more accepted, Mr. Roeser
observed. Financial reinsurance

became finite risk reinsurance,
"and now they're going main-
stream," he said.

As clients increasingly recog-
nize the value of financial rein-

surance, "I'm pretty sure some
finite risk insurance guys will

Continued on page 26
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Financial reinsurers
Contznued from page 24 Caught between the CPAs and the regulators?
find themselves selling main-
stream product" that becomes .Risk transfer in financial reinsurance erpected to satisfy both
the centerpiece of a reinsuiance
progiam, said Mr Roeser "The Financial reinsurers, particularly those only its net liability for losses reinsurance contracts to incorporate both
real action is going to be where writing U S business, ordinarily incorpo- With gross reoorting, however, the in- underwriting and timing risk
the finite risk guys are" because rate varying degrees of risk in their deals in surer will report its full liability for losses Timing risk is the risk that a reinsurance
it meets the long-term needs of order to satisfy both existing statutory and loss ad]ustment expenses and will re- payment will be due under a contract be-
the corporation standards and anticipated generally ac- port its reinsua-Ice recoverables as assets fore the premium has earned enough in-

"It's evolved quite signifi- cepted accounting principle standards A comparison of gross receivables and the vestment income
cantly, and I don't think that ev- Those standards will differ somewhat gross liability will indicate the amount of The NAIC amendment is based on a draft
olution has stopped yet," said To address the 1SSUe of risk transfer in risk transfer inherent in the reinsurance by the American Institute of CGI tified Pub-
AIG's Mr Umansky "If any- reinsurance transactions, the Financial Ac- contract lie Accountants (BI, Ncv 4, 1991)
thing, it may be increasing," he counting Standards Board, which deals Alice Schroeder, FASB project managei, Dave Koegel, vp at reinsurance interme-
added with GAAP accounting, expects to issue a said the regu.ation will not affect income diary Gill & Roeser Inc ln New York, said

"I think the distinction be- regulation by year end, retroactively effec- statements until the fourth quarter of 1993, he does not believe the use of different ap-
tween traditional and financial tive Sept 15, that w111 requne gross report- although statements beginning with 1993's proaches by regulators and accountants
or finite risk reinsurance has be- ing of reinsurance recoverables and liabili- first quarter will have to be restated will be a problem for either financial rein-
come so blurled that now vir- ties In the regulato-y arena, gross reporting is surers or their ceding companies "I don't
tually eveiyone does evety- Under current accounting methods, an not required Last >ear, the National Assn think they're that far apart to really cause a
thing,'' said Centre Re's Mr insurer reduces ltS liabilities by amounts of Insurance Commissioners amended ltS great amount of concern "
Gluckstern recoverable from reinsurers and reports practices and procedure manual to require -Bv Judy Greenwald

"I think more conventional

reinsurers will adopt similar
types of programs going forward
in the future," said Norman C
Amondsen, managing director of
Beimuda-based Triangle Bro-
kerage Ltd

"It's no longeI going to be a
specialist type of thing," said Mr
Amondsen

A lot of business pressures will
tend to accelerate the blending of
financial reinsurance and tradi- ,.' 0

tional reinsurance products, said
William J Branum, senior vp of

''48

1 I
I

In the future,

'The real action is

going to be where the
finite risk guys are,' t

says Mr. Roeser.
r.

./

financial reinsurer Inter-Ocean

Reinsurance Co Ltd in Ber-

muda :*-: , I '

--

At the same time, Mr Branum

added, once ceding companies
I .1

begin to understand the benefits - .t-of financial reinsurance, "they're
more likely to be receptive to

mf'
keeping the covei in place and
less likely to bolt to the tradi-
tional market "

Most observers say they be- {
lieve Bermuda will continue to

be a center for financial reinsur-

ance business
" k

Bermuda will always be seen [

as an area of specialization,"
said Mr Roeser

Some buyers, however, prefer
to do their business domestically

"Different buyers want different
things," he said Despite the Ber- t.
muda tax advantage, some com-
panies want to use admitted .

paper because it then becomes
easier to deal with American reg- f
ulators

"I think that the question of
domicile is a complex one, and I
think different companies will f

look at different things to decide
t

that I don't think there's any l

common denominator,'' said )

Scandinavian Re's Mr Juul

Clearly, many financial rein-
surance deals are being done on-
shore as companies seek very se-
cure reinsurance, said Tretis' Mr
Tremelling Especially in those
deals where a Significant amount
of money changes hands, com-

panies "want to know where lt
IS

"There's more of a comfort

level" for domestic paper, said
Gallagher's Mr Osborne

"At the end of the day, who
has the best ploduct" is the de-
termining factor as to whether a
deal will wind Up ln the United ....

States or Bermuda, said F&G
Re's Mr Berger .
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Learning the ropes' about finite risk coverage
Traditional market taps demand
for financial reinsurance products

More traditional reinsurers are

getting involved in the financial
reinsurance market, once the do-
main of specialists.

Some traditional reinsurers

have been writing financial rein-
surance for a number of years,
and they will continue to offer
these products.

But the need to make better

use of capacity in a soft market
has clearly also generated new
interest in the business.

Among the traditional rein-
surers that now write financial

reinsurance to varying degrees

are: American International

Group Inc.; American Re-Insur-
ance Co.; CIGNA Reinsurance
Co.; General Reinsurance Corp.;
NAC Reinsurance Co.; and North
American Reinsurance Corp.

Other traditional reinsurers in

the financial reinsurance market

include: Berkshire Hathaway
Inc.; Prudential Reinsurance Co.;
Reliance Group Holdings Inc.;
Skandia America Corp.; USF&G
Corp. and Underwriters Reinsur-
ance Corp.

Some traditional reinsurers

also own sizable stakes in finan-

cial reinsurers. For example,
Continental Corp. owns 49% of
Accord Re Ltd. in Bermuda, and

SCOR S.A. is the majority share-
holder in Commercial Risk Part-

ners Ltd. in Bermuda.

Bankers Trust New York Corp.
also is in the market, according
to Tom Bolt, vp of its BT Risk
Intermediaries unit in New York.

Three Bankers Trust units write

financial reinsurance: BT Re

Ltd., which began writing in the
Channel Islands this year and
deals primarily with foreign in-
surers; and Delaware-domiciled

BT Insurance Corp., which
writes in the property/casualty
area; and BT Life Insurance
Corp.

"More and more of the tradi-

tional reinsurers are attempting
to learn about, and provide, this
coverage," said Kirk Roeser of
reinsurance intermediary Gill &
Roeser Inc. in New York.

However, Mr. Roeser added,
"A lot of them are pretty new to
this and don't know all the

ropes."
That inexperience can cause

problems when the terms and
conditions do not transfer

enough risk for the deal to be
considered reinsurance.

However, "it's just a short
matter of time before they get
their act together," said Mr.
Roeser.

"Some of the traditional rein-

surers have always been in-
terested and active in this area;

it's just been something they
haven't talked about," said Jens
Juul, president and chief execu-
tive officer of Scandinavian Re-

insurance Co. Ltd., a Bermuda-
based financial reinsurer.

Now, some of them are talking
and doing more.

"Quite a number of traditional
writers are now looking into the
finite risk area," said Mr. Juul.
The two hurdles to getting into
the business, he said, are capital
and appropriate expertise.

Franklin W. Nutter, president
of the Washington-based Rein-
surance Assn. of America, said
traditional reinsurers are gen-
erally characterized as overcapi-
talized, "so they're trying to be
creative with that capital and
looking at new markets."

Some reinsurers have estab-

lished separate units to write fi-
nancial reinsurance. One exam-

ple is North American Re, which
formed a financial reinsurance

underwriting management unit,
Atrium Corp. of New York.

Others, though, "just consider
financial reinsurance to be part
of their main product line," said
Mr. Nutter, adding he suspects a
lot of companies do some finan-
cial reinsurance business, but do
not separately identify it. "It's

'We really think this
product. . .makes a

lot of sense for

people to buy,'

says Mr. Gakos.

hard to know what the scope of it
is."

Many of the traditional rein-
surers that are now writing fi-
nancial reinsurance will stay in
even when the market hardens,

say observers.
"I think they're in it for the

long haul," said Mr. Roeser.
Robert J. Osborne Jr., execu-

tive vp of New York-based
Arthur J. Gallagher Interme-
diaries, agreed.

"I think they're in it to stay.
It's not something that should
necessarily fluctuate" with mar-
ket conditions, Mr. Osborne said.

"I think they recognize it as
something whose time has
come," said Hodson's Mr. Roth-

pletz.
CIGNA Reinsurance Co. is

committed to the business, said

Peter Gakos, vp in charge of fi-
nancial reinsurance for the Phil-

adelphia-based reinsurer.
"Reinsurance buyers are more

financially sophisticated than in
the past," Mr. Gakos said. "We
really think this product is going
to be around, and makes a lot of

sense for people to buy."
Jonathan Roberts, senior vp of

AIG Reinsurance Advisors Inc.,

said, "When the market hardens

in general, the margins are going
to be even fatter, and you can
make even bigger profits. We see
no reason to pass up those op-
portunities."

When the market hardens,
some of the traditional rein-

surers will stay and continue to
write the business from separate
divisions, said Mr. Juul.

"Other people will strictly be
opportunists" and leave once
hardening occurs, according to
Mr. Juul.

-By Judy Greenwald
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Putting world reinsurance markets on=line
Task force reports progress on network development

By ALINE SULLIVAN

LONDON-Plans for a system
to link reinsurers, brokers and

ceding companies by computer
are·ahead of schedule.

In fact, some parts of the sys-
tem will be tested early next
year, and some components
should be available in 1994, ac-
cording to the task force working
on the project.

The task force was set up ear-
lier this year to explore elec-
tronic data interchange stan-
dards for the reinsurance market

(BI, Feb. 24).
The goal is a computer system

that will allow subscribers to

save substantial amounts of

money by allowing them to ac-
cess within seconds information

concerning contracts and claims
settlements.

The task force, called the Joint
Market Initiative, is the brain-
child of four reinsurance indus-

try organizations: the Reinsur-
ance & Insurance Network in

Brussels, Belgium: the London
Insurance Market Network; and
the Brokers & Reinsurance Mar-

ket Assn. and the Reinsurance

Assn. of America in the United
States.

Each group has been working
on its own electronic claims set-

tlement systems.
Members say the decision to

join forces was timely: If it had
come later, the organizations'
own systems would have been
fully up and running, making ef-
forts to ensure compatibility
more difficult.

The system is not designed to
replace face-to-face contact be-
tween brokers and underwriters

but will instead support the pro-
cess by speeding up routine
work.

"So far it has worked aston-

ishingly well," said Jean Y. La-
cave, general manager of RINET.

"We have made more progress
than we would ever have though
possible."

"There is increasing recogni-
tion that we are dealing in a
global market," said Jerome
Karter, executive vp of SCOR
U.S. Corp. in New York and a
director of the RAA. "People re-
alize that they can operate more
efficiently using electronic data
interchange techniques. They
will be able to exchange data
across borders and markets with
a new ease."

Reinsurance has so far lagged
behind other sectors of the insur-

ance market in the application of
electronic information, said Ro-
bert Gilligan, executive vp and
chief operating officer of BRMA.

."Reinsurers and brokers are
constantly processing more in-
formation and more paper, he
said. "The effort of handling all
that forces people to look to
modern communications."

l
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Currently, systems allow a
broker to link up with an indi-
vidual reinsurer, "but there has
so far been no system that can be
shared."

Systems that permit computer-
to-computer information ex-
change are already widely used
in banking and industry.

A clerk at a U.S. retailer who

sells a pair of jeans can initiate a
chain of electronic information

encompassing the store's sales
department, the product distrib-
utor and the manufacturer.

In the reinsurance industry, a
standardized system would let
reinsurers and brokers commu-

nicate electronically with their
counterparts worldwide and
speed up settlements. The Joint
Market Initiative will initially
focus on accounting and claims
information, concentrating on
treaty business, which requires a
great deal of paperwork.

According to the Joint Market-
ing Initiative participants, the
system will also lessen the need
for a centralized marketplace.

"The U.S. market is very dif-
ferent from London," said Mr.
Gilligan. "We don't have as
much work done on a centralized

basis. This (system) will enable
us to do things in a common for-
mat, which will remove the need
for a centralized basis."

Common standards will also

help primary insurance com-
panies, said Mr. Karter.

"Primary transactions in the
United States are still being done
in a pretty archaic way," said
Mr. Karter. "This will make the
whole distribution channel more

effective and make claims move

more quickly. All the ceding
companies, brokers and retroces-
sionnaires will benefit."

With the system, companies
will be able to do "in nanose-

conds" some tasks that now take

days, said Mr:Gilligan. Real sav-
ings to individual companies will
depend on the degree of partici-
pation.

Market estimates have ranged
from a 10% to 30% savings on
placement costs. However,
SCOR's Mr. Karter said no one

has yet tried to quantify the ac-
tual savings to companies and
brokers.

"A reinsurer will be able to get
this system for between $30,000
and $40,000 so he knows he will
save money," said Mr. Karter. "A
qualified claims clerk costs
about $50,000."

Electronic placing is not ex-
pected to result in substantial
job losses in the insurance indus-
try. Instead, the system will "en-
able companies to achieve
growth without increasing
staff," said Mr. Karter.

Nor is the system expected to
cause security problems. LIM-
NET has commissioned Price

Waterhouse to study the Joint
Market Initiative's global impli-
cations, including security.
Members will receive copies of
the final report later this year.

"I don't anticipate any prob-
lems with security because de-
coding measures should be satis-
factory," said Mr. Karter. "But
that is not the role of the joint
venture. Once the system is
created, users will work out what
codes they want to use."

The venture intends to release

into the public domain jointly
developed standards via the
United Nations EDIFACT (Elec-
tronic Data Interchange for Ad-
ministration, Commerce and

Transport) Standards Committee
and the American National
Standards Institute.

The Joint Market Initiative's

projects for this year include the
development of systems for
claims and for technical and fi-

nancial accounting, said LIM-
NET Director Michael Burton.

Testing will take place in the
first quarter of next year and
some components of the system
should be available by 1994.

Next year's work schedule and
budget for the Joint Market Ini-
tiative are expected to be ap-
proved by the association mem-
bers in November, said Mr. Bur-

ton. Costs are being shared
equally among LIMNET, RINET,
BRMA and the RAA.

"No partner has yet decided
when they will implement, but I
expect it t6 be simultaneous,"
said RINET's Mr. Lacave.

The London market may be at
some advantage, however. The
market has had access to an elec-

tronic placement system since
last March and, according to Mr.
Burton, there is already more
electronic data interchange traf-
fic on LIMNET than any other
commercial lines network in the

world. More than 90% of Lloyd's
brokers and syndicates are con-
nected to LIMNET.

LIMNET functions as an elec-

tronic post office, allowing bro-
kers to communicate by com-
puter with underwriters in three
organizations: Lloyd's, the Insti-
tute of London Underwriters and

the London Insurance & Rein-
surance Market Assn. The

Lloyd's Insurance Brokers Com-
mittee also participates in LIM-
NET.

Second in size to LIMNET,
RINET represents about 100 re-
insurance, insurance and bro-
kerage companies headquartered
in 18 countries. RINET has been

commissioned by the Joint Mar-
ket Initiative to do the actual

formatting of the system. I
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The health care industry is in critical condition. Costs are rising
with alarming speed. Health care spending in the United States is
projected to total more than $817 billion in 1992. More than $3,605 is
spent per employee on health care. And premiums for traditional
indemnity plans as well as alternative systems are increasing in double digits.

Corporate decision makers need
information to help them stabilize costs.

Business Insurance will provide the news, trends, developments and resources
they're looking for in its annual Managed Care Market Report.

Bl's Directories of HMOs & PPOs

Receive A Thorough Examination.
Published in December as a special, extra edition, this market report provides
the most comprehensive Directories of HMOs and PPOs - listing location,
services, service area, users, gross revenues, contacts, for profit or not-for-profit
status, and much more. Buying influentials everywhere will use this powerful
resource again and again.

What better way to enhance awareness ofyour managed care network than
with an ad in this issue.

k

S \A
/8 F

1. It

fE'

4/ T ,

Vital Signs For Advertising In Bl.

A study among Business Insurance subscribers found that
69%* of the corporate insurance buyers polled said they
were especially interested in articles in BI on employee

benefits and group insurance, and nearly 50%* said BI's
articles on HMOs and PPOs were of special interest. More

importantly, 61%* of the corporate insurance buyers polled
were involved in purchasing group insurance plans ... and 42%* were involved
in the purchase of alternative delivery systems - HMOs and PPOs.

Ifyon're in the health care and employee benefits market, these are the
influentials you want to reach - BI readers. These corporate executives with
purchasing power for the product:s and services you offer are just a heartbeat
away - in Business Insurance. Call today to reserve your ad space.
*From an Audience Profile of the Business Insurance Subscriber, 1990.

1992/93 Managed Care Market Report
Directory: HMOs & PPOs
Issue: December 1992

Ad Closing: November 20 Business
Insui,ince.
Coverage Guaranteed

New York: 220 East 42nd Street • NY 10017-5806 Telephone: 212-210-0133 • Fax: 212-210-0704 Chicago: 740 Rush Street • Il 60611-2590 • Telephone: 312-649-5276 • Fax: 312-280-3189

Los Angeles: 6500 Wilshire Blvd. • CA 90048-4947 • Telephone: 213-651-3710 • Fax: 213-655-8157
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Intermediaries
Continued from page 3
more secure than a $100 million

company," Mr. Roeser said. "You
have to look at what they're writ-
ing."

However, "It's difficult to place
business with smaller reinsurers,"
those with $20 million to $40 million
in surplus, pointed out Philip W.
Mitchell, managing director and
CEO of Towers Perrin Reinsurance

in Philadelphia. Ceding companies
will accept smaller reinsurers for
property business more readily than
for casualty, where they look for
reinsurers with $100 million or more

in surplus, he added.
"There is plenty of security within

broker markets," Hodson's Mr.
Crane said. "What we need is more

from the markets: the innovation,
creativity and flexibility to compete
more effectively with directs."

Direct writers took a harder hit
than brokers from hurricanes An-

drew and Iniki, Mr. King said.
"They paid a big share of that loss.
They aggressively wrote facultative
property at very low prices," he said,
explaining that some direct writers
wrote underpriced catastrophe cov-
erage in 1991 -to leverage other
parts of a ceding company's ac-
count."

In addition to security, ceding
companies now are looking for
fewer reinsurers on a treaty.

"Treaties for all but the largest
capacity protections are being of-
fered to fewer reinsurers," agreed
Roger Espe, president and CEO of
Sullivan Payne Co. in Seattle. "It
allows for the development of closer
relationships between the buyers,
their intermediaries and the rein-
surers."

Price is no longer the bottom line
in purchasing reinsurance, interme-
diaries say.

Cedants "want to know reinsurers
will be consistent in their under-

writing philosophy, pricing and
claims handling," Mr. Mitchell said.

"Price is the bottom line only in
facultative," Mr. King said. "In
treaties, (insurers) are looking for
long-term relationships and capac-

Of course, relationships do not
last forever, since insurers and rein-
surers sometimes do fail or choose to

stop writing business. A challenge
that brokers commonly face is ser-
vicing treaties written by companies
in runoff. With no current income to

cover the costs of these services,

runoff duties cut into profits.
"Fundamentally, the brokerage

industry needs to change the way it
recognizes income," Mr. Espe said.
"Until the Internal Revenue Service

allows brokers to take revenues into

income in a way that reflects the
long-term nature of their servicing
obligations, brokers will be faced
with the problem.

"It may be that brokers will have
to come to an agreement on runoff
fees with their markets and clients

at the time of contract placement,"
he added.

Mr. Roeser noted, however, that
brokers can earmark funds for fu-
ture runoff costs.

"You hear it said that brokers

cannot set up incurred-but-not-re-
ported (reserves) for runoff obliga-
tions," Mr. Roeser said. "That's not

quite true. They can set up an IBNR,
but it's not tax deductible. We be-

lieve it is the conservative approach
to set up such IBNR even if it is with
post-tax dollars."

In addition, brokers must "be
careful not to take on accounts that

may have substantial carry-over
service obligations," he said.

Sophisticated computer systems
also can help intermediaries handle
accounts in runoff most efficiently,
Hodson's Mr. Crane said. However,

runoff duties "still have a major ef-
feet on profit margins."

Aon Reinsurance Agency pays a
fee to an Affiliated company to pro-
vide runoff services. "Our service

staff is able to devote their energies
to our existing clients," Mr. Luns-
ford said. "Our former clients are

served by a staff that is dedicated to
and measured by their performance
in handling runoff duties.

"This whole runoff issue, which is
not going to go away, reinforces the
position of larger highly capitalized
brokers," Mr. Lunsford said.

"Buyers should be examining the fi-
nancial staymg power of their bro-
kers, and not just their reinsurers."

Despite continued consolidation
within the reinsurance industry,
most intermediaries do not foresee

reinsurance brokerage becoming a
bargaining chip in mergers and ac-
quisitions, as it was in the sale of
Frank B. Hall & Co. Inc. to Aon

Corp. (BI, July 27).
As part of that deal, Aon Rein-

surance Agency will receive com-
missions of at least $18 million an-

nually for 15 years from Reliance
Group Holdings Inc., Hall's parent.

Hall's reinsurance brokerage unit,
Madison Intermediaries Inc., re-
ceived about $9 million in commis-
sions on Reliance business. The re-

mainder went to other inter-

mediaries.

Buying Hall was "a big business
risk" for Aon, explained Michael
Smith, senior vp of Lehman Bros. in
New York. "Aon was concerned

about more defection of clients from

Hall. They wanted some protection
against unknowns-a minimum
amount of revenue."

However, intermediaries, includ-
ing Aon, do not think the Aon-Re-
liance agreement will set a trend.

"We think that our parent's pend-
ing acquisition of Frank B. Hall is a

unique situation, due to the size and
complexities of the parties in-
volved," Mr. Lunsford said. "It is

unlikely that you would find an-
other comparable situation where
reinsurance brokerage could play
such a significant part."

At least one executive thinks it

sets a dangerous precedent.
"I do not believe in buying busi-

ness," Mr. Crane said.
The agreement between Reliance

and Aon raises the question of how
much intermediaries rely on their
retail brokerage affiliates, if they
have any, to generate business.

"Corporate relationships cannot
be ignored," Mr. Lunsford said.
"However, we do not trade on our

Ietail Affiliate's relationship with a
potential or current client. Our ulti-
mate success will depend on our
sldlls and resources as a provider of
reinsurance services."

Others see Affiliation with a large

international broker purely as an
advantage.

"We are seeing an increased
awareness on the part of buyers that
a truly integrated, global interme-
diary organization is best suited to
handling their needs," said Mr. Espe
of Sullivan Payne, which is owned
by Sedgwick Group PLC. "We
want to make sure we capitalize on
the strengths of the group."

Sullivan Payne even is consid-
ering a name change to reflect its
parent, Mr. Espe said.

Towers Perrin Reinsurance does

not have a retail brokerage affilia-
tion, but it is linked with Tilling-
hast, Towers Perrin Co.'s risk man-

agement and actuarial consultant.
Through Tillinghast, the reinsurance
broker has access to experts who
"no intermediary could afford to
have on staff on a full-time basis,"
Mr. Mitchell said.

Continued on next page

REINSURANCE CONTRACT made this 3lst ay of October, 1917 betwe
THE CALIFORNIA CASUALTY INDEMNITY n of the S ornia,

and the AMERICAN RONSURANCE COMPANY, of Pe

IN WITNESS WHEREOF the American Reinsurance Company has

caused this Treaty to be signed by its President and Secretary, and countersigned
by its duly authorized Underwriting Managers this 8th day of November,
Nineteen Hundred and Seventeen.

THE CALIFORNIA CASUALTY INDEMNITY EXCHANGE

ACCEPTED BY:

AMERICAN REINSURANCE COMPANY

f
President

Secretary

It took 75 years of dedicated writing
In 1917, we first put our pen to this treaty. In 1992, after
seventy-five years of a mutually beneficial relationship,
they've renewed with us again. In fact, over half of our
clients have been with us 20 years or longer. Formed to
underwrite Workers' Comp for coal miners in Central
Pennsylvania, we are now a multi-line, multi-national
corporation with assets over $ 3.8 billion.

It takes enduring quality to maintain financial strength
and client relationships through hard and soft markets.

In 1985, when capacity got tight, we didn't close offices or
reduce coverage. Our record of constancy helped our
clients through the tough times. Some reinsurers didn't make
the same constant commitment; some didn't make it at all.

Along with stability, we offer innovation. Systems and
services especially designed to meet our clients' needs.
We bring together specialists from across divisional,
corporate and geographic lines to provide customized
solutions for our clients. We have actually restructured
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Tillinghast's actuarial expertise is

particularly helpful in reviewing in-
surer security, Mr. Mitchell said.

"We are able to preent a rein-
surance program and say, 'This is
how Best's might view it.' "

Access to experts like actuaries
is important because intermediaries'
role is changing.

"The role of the reinsurance inter-

mediary in general is gravitating to-
ward becoming a consultant," Mr.
Crane said. "Advice on how to han-

dle reinsurance on a 'big picture'
basis is just as important as the
placement of a specific program."

Most brokers, however, oppose
switching to fee-based remuneration
from commissions.

While "it's true that we're pro-
viding much more consultation in
the past couple of years, we are not
considering changing the way we
are paid," Mr. Mitchell said.

"Sullivan Payne strongly supports
the current standard brokerage ar-
rangements in use in the industry,"
Mr. Espe said. "While not a perfect
system, we believe it has and con-
tinues to work quite effectively."

Brokers who would consider a fee

change express reservations over
how to price their services and
whether cedants really care.

"We would resist any erosion of
margins on profitable business," Mr.
Crane said. Furthermore, "the ser-
vices performed on long-tail ca-
sually lines are grossly underpriced.
I don't think brokers make too much

money."
"I would consider (fees) if I could

be assured the compensation for
service would be adequate."

The changing role of interme-
diaries has prompted Gill & Roeser,
which specializes in financial as
well as conventional reinsurance, to
provide consulting services on a re-

tainer basis in some circumstances.

The move makes sense for ced-

ing companies, Mr. Roeser said.
Under the commission system,

"the more premium a ceding corn-
pany spends, the more money the
broker makes," he noted. Retainer
compensation, on the other hand, "is
in synch with what the ceding com-
pany wants to achieve: maximum
coverage at minimum cost."

As the reinsurance market

evolves, more brokers are actively
placing financial or finite risk rein-
surance.

Currently, financial reinsurance
accounts for less than 10% of all re-

insurance purchased, Mr. Roeser
said. This year's catastrophe losses,
however, could push that up to be-
tween 25% and 35% "almost over-

night" (see story, page 22).
Financial reinsurance programs

likely will be phased in throughout
1993 as conventional coverages ex-

Attached to and forming part of Reinsurance Agreement No. 620-0056 made
and entered into by and between the AMERICAN RE-INSURANCE COMPANY,
Princeton, New Jersey (hereinafter and thereinafter called the 'Reinsurer') and
THE CALIFORNIA CASUALTY INDEMNITY EXCHANGE, the CALIFORNIA CASUALTY
INSURANCE COMPANY, CALIFORNIA CASUALTY & FIRE INSURANCE COMPANY

and CALIFORNIA CASUALTY GENERAL INSURANCE COMPANY, all of San Mateo,
California.

IN WITNESS WHEREOF the a hereto have caused this E

to be executed in duplicate this Ho day of , 1994

rsement

AMERICAN RE-INSURANCE COMPANY

ACCEPTED:

THE CALIFORNIA CASUALTY INDEMNITY
EXCHANGE

By: California Casualty Management
Company,

Attorney-in-fact
CALIFORNIA CASUALTY INSURANCE COMPANY
CALIFORNIA CASUALTY & FIRE INSURANCE

COMPANY
CALIFORNIA CASUALTY GENERAL INSURANCE

COMPANY

to create this ad.

Vice President

pire and insurers either elect-or are
forced by high prices and low ca-
pacity-to replace traditional layers
with financial reinsurance.

"Reinsurance buyers are increas-
ingly more comfortable with finite
risk reinsurance," Willcox's Mr.
King said. "They know the days of
high limits and unlimited free rein-
statements are over."

"The best way to use finite risk
is to replace working layers, then
use the money you save to buy as
much good quality conventional cat
cover as you can," Mr. Roeser said.
"Save the capacity available in the
market for cat and upper layers."

Due to current market conditions,
ceding companies "are looking to
use it at the high end, where they
have an immediate problem," he
said. "For the long term, we think it
sits better in the lower layers."

Concerns about accounting and
regulatory problems have slowed

our company to give full access to the best minds in the
business with a flexible, coordinated response system.

This year, we are proud to celebrate 75 years of
financial stability. With innovations to keep our clients
ahead of their competitors. And the vision to see beyond
the changes in the underwriting cycle .At American Re, our relationships don't just outlast the  1AMERICA]NRE-INSURANCE COMPANY
underwriting cycles, sometimes they even outlast the
paper on which they're printed. 555 College Road East, Princeton, NJ 08543-5241 (609) 243-4200

Atlanta, Bermuda, Bogota, Boston, Brussels, Cairo, Chicago, Columbus, Dallas, Hartford, Kansas City, London,

Los Angeles, Melbourne, Mexico City, Minneapolis, Montreal, New York, Philadelphia, San Francisco, Santiago, Singapore, Sydney, Tokyo, Toronto, Vienna

the growth of financial reinsurance,
Mr. Mitchell of Towers Perrin said.

"It gets tajked about a lot, but not
bought very much."

"Both buyers and regulators are
becoming less sympathetic toward
the finite or even no-risk approach
to today's problems," Mr. Espe of
Sullivan Payne said. "We anticipate
a move toward the inclusion of con-

siderably more risk in these ar-
rangements and, as these pressures
intensify, products will become less
traditional than the standard mar-

ket and more risk bearing than the
present fully-funded arrangement."

Following are short profiles of the
10 largest U.S. reinsurance brokers:

Guy Carpenter & Co. Inc.
Guy Carpenter retains its spot as

the largest U.S. reinsurance inter-
mediary with a 5.9% increase in
gross revenues to $292 million in
1991, Business Insurance estimates.

That figure includes the reinsur-
ance operations of London-based
C.T. Bowring & Co., which reports
to Carpenter.

However, Carpenter's growth
stems primarily from compensation
gained from financial reinsurer
Centre Reinsurance Holdings Ltd.,
which parent company Marsh &
McLennan Cos. Inc. and J.P. Mor-

gan & Co. helped form in 1987 (BI,
May 18, 1987). Carpenter receives a
fee equal to 1% of Centre Re's gross
premium volume during Centre Re's
first five years of operation.

"Absent Centre Re, reinsurance

broking revenue in 1991 would have
been at essentially the same level as
1990," according to M&M's 1991
annual report. "The 1991 revenue
reflects a stable environment for re-

insurance demand, retention levels

and most premium rates, while rates
for catastrophe coverages have
risen."

However, larger commissions pro-
duced by rising cat cover rates
"have been offset by decreased ca-
tastrophe capacity and lost busi-
ness."

New York-based Carpenter is
generating some new business
through acquisitions, including the
recent purchase of Paul Napolitan
Co., the reinsurance brokerage unit
of American International Group
Inc. (BI, Oct. 5)

In 1991, Carpenter acquired Sel-
lon Associates Inc. of White Plains,

N.Y., Agencia General de Rease-
guros of Madrid and Union Fran-
caise de Reassurances of Paris.

Productivity was up 5% in 1991 to
$134,624 in revenues for each of the
broker's 2,169 employees.

Carpenter officials declined to be
interviewed for this story.

Sullivan Payne Co.
Sullivan Payne ranks as the na-

tion's second4argest reinsurance in-
termediary with $54.5 million in
gross revenues, BI estimates.

A slight decline in the number
of employees, plus the 4.8% reve-
nue increase, boosted productivity
12% to revenue per employee 01
$149,315.

Ninety percent of the broker's
business was treaty business last
year and 10% facultative, un-
changed from 1990.

"This is in contrast to previous
years where market conditions in
facultative were more severe than

treaty and, as a consequence, we
saw a modest decline in facultative

as a percentage of our overall book,"
Mr. Espe said.

Overseas clients comprise 13% 01
Sullivan Payne's accounts, while
nearly 20% of the broker's U.S. busi-
ness is placed abroad. The port-
folio of Sullivan Payne Co. (Canada)
Ltd., with offices in Toronto and
Vancouver, is primarily placed in
Canada, Mr. Espe said.

Continued on nert page
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Sullivan Payne announced re-
c*sntly that it will close its Chicago
office at year end. At least one of the
five current Chicago staff members
will be transferred to Dallas, Mr.
Espe said. No further office closings
are planned.

Midwest accounts will be han-

dled from the Dallas office, headed
by Executive Vp Barbara Bufkin.

"The consolidation of that busi-

r-ess into a much larger, more active
office" will benefit clients, Mr. Espe
said.

E.W. Blanch Co.

Revenues at Blanch increased 5%

in 1991 to $45.2 million, according
to a BI estimate. BI has restated the

broker's 1990 revenues at $43 mil-
lion.

Premium volume at the Minne-

apolis-based broker declined
slightly to $1.1 billion from $1.2
billion in 1990.

A 6.7% drop in the number of
employees boosted productivity to
$163,177 per employee in 1991. The
broker has 277 employees.

In March, the broker acquired
Enan & Co. of Burlingame, Calif.
Hussein A. Enan has been named

a general partner.
Blanch continues to specialize in

life, accident and health risks, pro-
fessional liability risks, retroces-
sional accounts, risk retention
groups and program business.

Blanch officials declined to be in-

terviewed for this story.

Aon Reinsurance
Agency Inc.

Aon Reinsurance Agency con-
tinues to grow apace of its com-
petitors, with revenues rising 11.8%
in 1991 to $38 million, Business In-

surance estimates.

"We are growing because of new
business, new clients," Mr. Lunsford
said. "We have an outstanding par-
ent with a huge capital base that is
willing to invest in our business."

Most of the new business came

from other brokers, not direct writ-
ers, Mr. Lunsford said. "The rein-
surance market itself is not growing.
What we gained came at the ex-
pense of others."

Revenues in 1992 will be further

bolstered by the acquisition of
Frank B. Hall. As part of the agree-
ment, expected to be approved by
Hall shareholders on Nov. 2, Aon
Reinsurance Agency will be guaran-
teed $18 million in commission from
Reliance annually for 15 years.

Productivity at Aon rose 10.4%
in 1991 to $226,190 per employee.

The broker has "very few" eli-
ents based abroad, but it does place
between 15% and 20% of its pre-

mium volume with reinsurers out-

side the United States, primarily in
London.

Additions to Aon's staff this year
include Bruce Paterson, a full-time
actuary; Tom Rogers, hired from
Sullivan Payne to head Aon's new
Philadelphia office; and David Sul-
livan, formerly of General Reinsur-
ance Co., who will serve as senior vp
in treaty brokerage in New York.
Towers Perrin Reinsurance

Towers Perrin Reinsurance re-

ported a modest gain of 2.9% to
$35 million in gross revenues in
1991.

Premium volume climbed 5% to
$525 million, while revenues per
employee rose to $177,665.

The broker reportedly has lost
some significant accounts this year,
including the Harleysville Insurance
Cos. account, which went to direct
writer General Reinsurance Co.

<The idea driving J&H Limited
is to be the reinsurance broker
who helps in virtually
unlimited ways."

Charles Holland, Director, JGH Limited,
London, on reinsurance in tbe 90's:

Clients must think we have the right idea
because they've powered the growth of.I&H
Limited from fewer than 50 professionals four
years ago to over 350 and rising today.

We think we have the right idea because
the insurance world will be a very different
place within five years.

That's why we didn't hesitate to build a
different kind of reinsurance broker today
one with the people, experience and ideas
able to make things happen in more ways
and in more places.

Whether clients are looking for innovative
broking in London or Continental or global
markets, they'll find it at J&H Limited.

Whether their need is retail or wholesale

insurance, or treaty or facultative
reinsurance or all of it - clients will get
professionals'who know how to work as a
coordinated team.

In short, we want reinsurance clients to
think of us as J&H unlimited.

10HNSON

JIIGGINS
Innovation Driven by Experience.

18 MANSELL STREET, LONDON El 8AA, (44-71) 945-7700; (FAX 44-71) 481-4277.
RISK AND INSURANCE MANAGEMENT SERVICES; EMPLOYEE BENEFIT CONSULTING WORLDWIDE.
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Towers Perrin opened an accident
and health division in San Francisco

in June, which may expand to Chi-
cago, Dallas and New York next
year, said Mr. Mitchell. The Phila-
delphia-based broker currently has
offices in Hartford, Conn., San
Francisco and Stamford, Conn.

The new division, headed by Jeff
Gilmore, is "a natural tie-in with
Towers Pemn benefits consulting,"
Mr. Mitchell said.

The broker's facultative reinsur-
ance volume declined to 8% of busi-
ness. Facultative business accounted
for 20% of volume in 1989 and 10%
in 1990.

"In this marketplace, there is a
tendency for cedants to retain as
much as they can, so they buy less
facultative," Mr. Mitchell explained.
He expects the percentage of facul-
tative business to increase when
rates rise.

Fewer than 3% of Towers Per-
rin clients are based outside of the

United States, but it placed approx-
imately 35% of its business with
non-U.S. reinsurers in 1991. That

figure will likely drop to 30% in
1992 due to I,ondon's "shrinking cat
market," Mr. Mitchell said.

"Every client has questions about
Lloyd's," he continued."They have
given Lloyd's the benefit of the
doubt-for now."

Towers Perrin Reinsurance ac-

counts for only about 5% of par-
ent Towers Perrin Co.'s $700 million
in gross revenues. However, the par-
ent is committed to reinsurance bro-
kerage, Mr. Mitchell said. 'Towers
Pemn started out as a reinsurance
broker in 1934," he noted.

Willcox Inc.

Willcox's revenues increased 5%

to an estimated $34.7 million in 1991
from a restated $33 million in 1990.

But, productivity increased to
$168,447 per employee.

"We continue to grow in all areas
of business," Mr. King said. "By de-
mand, our international (business)
has grown fastest in 1991 and 1992.
Non-U.S. ceding companies are
looking for more stable reinsurance
and the ability to place in the U.S.
market."

Approximately 15% of Willcox's
business stems from ceding com-
panies outside the United States.
Between 20% and 25% of Willcox's

business is placed overseas, with
about half of that placed in London.

Willcox's primary London con-
nection remains its subsidiary, Will-
cox Intermediaries Ltd., and not the
new London brokerage operation
formed by parent Johnson & Hig-
gins after J&H's longtime London
correspondent, Willis Faber P.L.C.,
merged with Corroon & Black Corp.

"We place some business with
(J&H) where they might have ex-
pertise," Mr. King noted.

Willcox still places some business
with Willis Corroon Group P.L.C.,
though that broker has "de-empha-
sized reinsurance dramatically," Mr.
King said.

Willcox's London and U.S. offices

work together closely, he said. New
U.S. brokers spend three to four
months in training in London,
where Willcox has three brokers and

three support staffers. London bro-
kers also visit U.S. offices often.

In 1991, Willcox doubled its staff
in Philadelphia to eight, and in-
creased staffs in its Los Angeles and
Indianapolis offices.

Minet Re

(North America) Inc.
Revenues for Minet Re (North

AmericaHensisting of Intere In-
tennediaries Inc. in New York, RFC
Intermediaries Inc. in Atlanta and
IOC Reinsurance Brokers Ltd. in

Toronti-gained 4.5% to an esti-
mated $34.5 million in 1991.

Continued on page 34
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Intermediaries
Continued from page 32

Premium volume increased 9.4%

last year to $651 million due to an
11.7% hike in volume at treaty in-
termediary Intere to $486 million
and a 12.5% gain at IOC to $45 mil-
lion. Premium volume at facultative

reinsurance intermediary RFC re-
mained flat at $120 million.

"It's a difficult facultative market,
but we are very happy that we held
our own," said Daniel Colello, presi-
dent and CEO of Intere and RFC.

The broker's strength lies in its
branch offices, he said. Concentrat-

ing on geographic divisions enables
Minet's staff "to know the area and

the clients there."

Intere has opened a Boston of-
fice headed by Vp Robert Race.

Alexander Reinsurance

Intermediaries Inc.

Alexander Re increased gross rev-
enues 4.8% in 1991 to $26.4 million.

"We were satisfied with our per-
formance last year," said Mr. Cole-
man. "We didn't grow quite as much
as we thought we would due to gen-
eral market conditions."

Mr. Coleman predicts revenues
will increase 5% to 10% in 1992.

.D

Premium volume in 1991 in-

creased 3.2% to $490 million.

An 11.8% drop in staff helped
to boost productivity 18.7% to
$176,000 per employee.

Alexander Re focuses almost ex-

clusively on companies headquar-
tered in the United States, while
sister company Alexander Howden
Ltd. in London is responsible for in-
ternational production.

Parent company Alexander &
Alexander Services Inc. consoli-

dated management of its global re-
insurance brokerage operations-in-
cluding Alexander Re-in late 1990.

"We are delighted with the res-

tructuring," Mr. Coleman said. "It
helps to have two organizations
clearly focused and professionally
managed in order to make a suc-
cessful merger."

Approximately 20% of Alexander
Re's business is placed outside the
United States. Less than 10% goes to
alternative markets, he said.

Clients range from smaller re-
gional and specialty companies to
national "superstock" insurers.

Other developments at the bro-
kerage include the opening this
month of its new headquarters in
Stamford, Conn.; the promotion of
Robert T. Mobyed to executive vp;

' EXCESS INDEMNITY POLICY

i

Excess

bility
Policy

Jill=

Americanklnsumna:Association

The Patchwork QuiltVs.
Our$ZMi]lionBlanket

A single policy of $75 million over $25 million in excess liability coverage is available from the
American Bocess Insumnce Assodation.* We're a facility comprised of domestically admitted insurance
companies. Within our policy you can avoid missing layers, inconsistent language, offshore captives or
disputes among multiple carriers.

You enjoy the benefits of one claim managei; one undeIwriting facility, one policy of $75 million
beginning at $25 million. You may choose $50 million or $25 million policies (also in excess of $25 million)
if they represent your top layer of coverage.*

The members of the American Bocess Insurance Association (you may have heard us called the
'American Slip") are among the nation's largest and strongest insulance institutions, with the capacity to
finally bring stability, consistency and permanence to the excess liability market. The association is qualified
to do business in almost every state of the union.

Your premiums aIr tax deductible, and there's no added investment or "reserve premium" to lock
you in. Our underwriting standards are designed to sati* a broad spectrum ofAmerican business.

Ifyou're interested in the advantages of stable and uniform excess
liability coverage, askyourbroker orcompanyagent to call (203) 528-2155 JI#a
or fax (203) 282-9393. #-
*Note: A few classes are restncted to $50 million in excess of $50 million. Higher attachments considered y*t'
on a case-by-case basis. American Excess
Each member is severall]y and not jointly liable for its share, as specified in the policy, of any assumed nsk Insurance Association
Tenns and conditions of coverage am as stated in the policy

Undenvriting member companies: The Aetna Casualty and Surety Company; Amencan Home Assurance Company; Continental Casualty, Company;
frderal Insurance Company; The Continental Insurance Company; United States Fire Insurance Company; Geneml Star National Insurance Company;

The Home Insurance Company, Insurance Company of North America, Maryland Casualty Company, NAC Reinsulance Corporation,
The lh,velers Indemnity Company; Zunch Insurance Company, US. Branch.

and the hiring of John Dunleavy as
senior vp to coordinate accident and
health brokerage.

"Our life and accident and healtki

opportunities continue to make sig-
nificant progress," Mr. Coleman
said.

Brokerage revenues in those
areas, as well as surety, are growing
by double digits, he said.

G.L. Hodson & Son Inc.

Despite the 1990 merger of its
parent, Corroon & Black, with
Willis Faber, Hodson has "no im-

mediate plans to merge" with the
North American reinsurance divi-

sion of L.ondon-based broker Willis

Faber & Dumas, Mr. Crane said.
"Our book of business has in-

creased with Willis Faber, but they
are still not our biggest London bro-
ker," he noted. "They are a quality
operation that we are happy to use
when it is in the best interest of our

clients. There is no mandate that we
use them in London.

"It's important that we have the
independence to act in the best in-
terest of our clients," he said.

In April, Hodson acquired Rein-
surance Alternatives Inc., one of the
largest life and accident and health
treaty reinsurance brokers in the
country (BI, April 13).

Minneapolis-based RAI, formed
in 1988 by former Blanch execu-
tives, produced between $7 million
and $8 million in gross revenues in
1990.

Hodson's revenues increased 6.49

to $25 million in 1991, while pre-
mium volume jumped 31.9% to $442
million. Revenues per employee
inched ahead 2.2% to $123,153.

Former RAI owner Richard E.

Swager is now chairman and chief
executive of Hodson's new Reinsur-

ance Alternatives division as well as

executive vp of Hodson.
Hodson Chairman Ronald J. Tay-

lor left the firm in July to become
president of G.J. Sullivan Co., a Los

Angeles-based intermediary.
Hodson also has established a

new marine and international divi-

sion headed by George P. Reeth Jr.,
division CEO and executive vp of
Hodson. The rest of the team, for-

merly with Willcox, are Senior Vp
Michael J. Brownsell, Senior Vp Leo
K Magrath and Vp Clark A. Hontz.

The marine unit will focus on

placing business worldwide on be-
half of U.S.-based clients. The inter-

national side will work closely with
Willis Faber & Dumas on all classes

of business, with an emphasis on
placing business for international
insurers in the United States.

While Hodson had no clients

based outside the United States last

year, Mr. Crane predicts that inter-
national business will account for

5% of Hodson total by 1993.
"This fall we gained a lot of new

business that will be put on the
books early next year," he said.

Facultative business dropped to
5% of the total in 1991 from 10% in
1990.

The decline, however, is "only in
relation to treaty," Mr. Crane said.
"We put more emphasis on treaty,
but we are happy to grow in facul-
tative."

John P. Woods Co. Inc.

Gross revenues declined 4% at

10th-ranked John P. Woods, a New

York-based treaty broker.
Woods's revenues declined 2.6%

in 1990.

Premium volume, however, in-
creased 11.3% to $400.5 million.

Productivity at Woods continued
to top the leading intermediaries at
$284,314 per employee.

Woods places both property and
casualty and life, accident and
health reinsurance.

Company officials declined to be
interviewed for this story. •
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Hermitage Insurance Company

D A Specialty Insurance Company
Serving Professional E&S

Wholesalers

A.M. Best Rating B +

Atlanta

DISCRIMINATION

E&0

LIABILITY

e f AAMGA
ASSOCIATE MEMBER

AMERICAN ASSOCIATION OF

MANAGING GENERAL AGENTS

White Plains, NY
TEL. (914) 683.8008
FAX: (914) 683.8245

Chicago

0 Eligible Risks: Municipality, City, Town, County,
Special Agency or District

0

FEATURED PROGRAM: EMERGENCY RESPONSE BISPArCH AGENCY LIABILITY
PROGRAM HIGHLIGHTS

• Limits Available: Up to $2,000,000 Each Claim
$2,000,000 Aggregate

0 Minimum Premium: $1,500 - $100,000 Limit
$5,000 - $1,000,000 Limit
$7,250 - $2,000,000 Limit

0 Minimum Deductible: $5,000 - $100,000 Limit
$10,000 - $1,000,000 Limit
$10,000 - $2,000,000 Limit

0 Requirements: Completed Application, Audited
Financial Statements, Policies and Procedures

Manual, Resumes of Directors and Key Personnel,
Description of Agency Procedures for on-going
training, Claims/Loss History.

Call us for more information

U. S. Risk Underwriters, Inc.
a membe, company 4 U. S. Risk bis,inmce Gm:ip. Inc.

5910 N. Central Expwy., Suite 1580, Dallas, TX 75206
214-265-7090 · FAX 214-739-1421 · WATS 1-800-232-5830

®

a

0/'s annual directory
of reinsurance brokers

A
Agnew International

14 Washington Road, Princeton
Junction, N.J. 08550;
609-799-7373; fax: 609-799-2265

1991 1990

Premium volume. $4.250,000 $4,650,000

Gross revenues., NA NA

Total employees. 8 7

Founded: 1976.

Specialties: International business.
Licensed reinsurance interme-

diary in: New York.
Officers: Patrick Agnew, James

Cook, Ruth Poveda.

Contact: Patrick Agnew.
Membership: Brokers & Reinsur-

ance Markets Assn.

Alexander Howden

Reinsurance
Intermediaries Inc.

1270 Ave. of the Americas, New
York, N.Y. 10020; 212-408-3860;
fax: 212-977-9471

Premium volume.

% Treaty.
% Facultative.

Gross revenues...

Total employees..
Treaty.
Facultative.

1991

NA

95%

5%

NA

11

9

2

Founded: 1989.

Parent: Alexander & Alexander

Services Inc.

Branch offices: Coral Gables, Fla.
Specialties: International treaty

and facultative business.

Licensed reinsurance interme-

diary in: New York.
Officers: Joseph Artel, senior vp.

The
Value of
Finandal

Strength

1990

NA

100%

NA

NA

7

7

NA

Alexander Reinsurance
Intermediaries Inc.

1 Landmark Square, Suite 2100,
Stamford, Conn. 06901;
203-359-6969; fax: 203-967-4768

1991 1990

Premium volume. $490,000,000 $475,000,000
%Treaty.... 95% 96%

% Facullative. 5% 4%

Gross revenues. $26,400.000 $25,200,000

Total employees. 150 170

Treaty.... 136 153

Facultative. . 14 17

Founded: 1980.

Parent: Alexander & Alexander

Services Inc.

Branch offices: Boston; Chicago;
New York; San Francisco.

Specialties: All property and ca-
sualty working; catastrophe; clash;
contingency with separate life, acci-
dent and health; surety divisions.

Licensed reinsurance interme-

diary in: New York.
Conducts business: Nationwide.

Officers: Ronald A. Iles, chairman/

chief executive officer; William R.
Coleman, president/chief operating
officer; Robert T. Mobyed, executive
vp, John T. Roby, senior vp/chief fi-
nancial officer.

Contact: William R. Coleman.

Membership: Brokers & Reinsur-
ance Markets Assn.

Alydon International Ltd.
Jardine House, 33-35 Reid St., P.O.
Box HM 2217, Hamilton HM JX,
Bermuda; 809-292-5099;
fax: 809-292-9067

Premium volume.

% Treaty.
% Facultative.

Gross revenues. .

Total employees.

1991

$7.000.000
100%

NA

NA

4

1990

$8,000,000
95%

5%

NA

4

Continued on page 38
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ilom employee enrollment through- benefit disbursement, you can now offer smaller firms
the same 401(k) advantages that the largest corporations enjoy.

IT[' Hartford presents EconoMar a complete retirement package for businesses with 25 to
250 employees. 1 1 -1 ¥

EconoMax advantages include a wide a
variety of investment options, professional 1 1- \On¥CING
money management and a
simplified approach that

lute minimum.

EconoMax also includes

a big advantage for you - BREAKTHROUGH IN
unusually attractive pro-
ducer commissions.

What's more, every- PENSIONPLAN DE SIGN
thing is overseen by a
designated case manager who'11 help achieve maximum participation, stay current with all federal

regulations, perform ongoing IRS
qualification testing and ensure
timely, accurate statements.

The first major company to
offer 401(k) plans, ITT Hartford
has been administering them for
more than a decade.

We currently manage in ex-
cess of $10 billion for more than
200,000 employees in 6,800 sepa-
rate sponsor companies.

That's experience plus clout.
And it's all part of EconoMax -
proof that good things do come in
small packages.

For complete information
write to Chuck Clinton, Vice Presi-
dent, Asset Management Services,
ITI' Hartford Life Insurance Com-

panies, p.0. Box 2999, * c, Y
Hartford, CT 06104-2999. 71-
Or call him at (203) 
843-8032. *&.71/00)801/*990

ITT HARTFORD
© 1992 ITT Hartford Insurance Group, Hartford, CT 06115
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COMPLETE ENVIRONMENTAL SOLUTIONS

With a unique understanding of the needs of the insurance community,
ESE's scientific and engineering experts combine to provide service that
goes beyond technical expertise.

ESE offers a comprehensive range of services to support underwriting,
claims management, and investment and property management including:

A Expert Witness Testimony
A Third Party Review
A CERCLA/PRP Representation
A Technical Support to Agency

Negotiations
A Transactional Environmental

Assessments

A Analytical Laboratory Services
A Risk Assessment, Air

Resources, Industrial

Hygiene, Geosciences
A Remedial Engineering

' 454
glio

A...MIC,non

Environmental

Science &

Engineering, Inc.

Call 800-ESE-1999 for a brochure outlining
ESE's services for the insurance community.
Nationwide Network of Offices

Continued from page 36
Founded: 1986.

Specialties: Captive and self-in-
surance programs, risk retention
groups, treaty and finite risk reinsur-
ance.

Licensed reinsurance interme-
diary in: Bermuda.

Officers: Roy V. Bray, president/
managing director.

AM-RE Brokers inc.

685 College Road E; Princeton,
N.J. 08543-5212; 609-243-4900;
fax: 609-243-4940

1991 1990

Premium volume. $208,000,000 $186,000,000
% Treaty..... 95% 90%

% Facultative. 5% 10%

Gross revenues... $14,442,000 $11,560,000

Total employees.. 48 52
Treaty...... 45 47
Facultative. 3 5

Founded: 1978.

Parent: American Re-Insurance
CO.

introducing
Western Atlantic

A reinsurance company
exclusively serving intermeaiaries.

As a member of the Swiss Re Group,
Western Atlantic Reinsurance was formed

exclusively to serve U.S. intermediaries. :'I-1-1,
We provide intermediaries with quality, --.. ---
financially secure reinsurance.

V(/estern Atlantic Re offers:

• Policyholders surplus in excess of $100 million

• Swiss Re GroupS A.M. Best's rating of A+

• Seasoned reinsurance professionals

• Significant capacity

• Full service reinsurance including underwriting,
claims, actuarial and financial services

We'd like the opportunity to talk to you about your
reinsurance needs.

WESTERN ATLANTIC REINSURANCE CORPORATION

WESTERN ATLANTIC REINSURANCE CORPORATION 380 MADISON AVENUE, NEW YORK, NEW YORK 10017 TELEPHONE (212) 973-5800

Branch offices: San Francisco.

Licensed reinsurance interme-

diary in: New York.
Conducts business: Nationwide.

Officers: E.B. Jobe, chairman/
president; Mahmoud M. Abdallah,
executive vp/managing director;
Donald F. Merkel and William God-

frey, senior vps; John Varca, senior
vp/actuary.

Ambel Consultation
Services Inc.

111 John St., New York, N.Y.
10038; 212-227-1300;
fax: 212-349-1651

1991 1990

Premium volume. NA NA

Gross revenues.. NA NA

Total employees. 2* NA

Founded: 1992.

Specialties: General agency rein-
surance programs for non-standard
auto, truck liability, professional lia-
bility, all forms of financial reinsur-
ance, mergers and acquisitions.

Licensed reinsurance interme-

diary in: New York.
Conducts business: Nationwide.

Officers: Andrew Barile, presi-
dent.

* 1992 total.

Continued on page 40

Guide to

directory
Information in the 10th an-

nual directory of reinsurance
intermediaries was gathered
from responses to question-
naires sent to companies by
Business Insurance.

The directory is published
as an editorial service; there
is no charge to be included.

Following the name and ad-
dress of the company, finan-
cial and operational informa-
tion for 1991 and 1990 is

given, including the premium
volume related to reinsur-

ance, percent of treaty and
facultative business (as a
percent of reinsurance pre-
mium volume), and gross rev-
enues related to reinsurance.

The number of total employ-
ees and those assigned to
treaty and facultative reinsur-
ance are also given.

Next, the year founded and
parent company (if any) are
noted, as well as locations of
branch offices and subsi-

diaries brokering reinsur-
ance. Acquisitions in 1991
and so far in 1992 follow. Par-

ticular types of risks a com-
pany specializes in brokering
reinsurance for are noted

under specialties.
States in which the com-

pany is licensed and where it
does business as a reinsur-

ance intermediary are next.
Principal officers and a con-
tact for readers seeking more
information complete the list-
ings.

When a company is newly
founded or did not provide fi-
nancial information it is

noted in the listings as NA
(not available).

If you wish to locate an in-
termediary by state or coun-
try, refer to the geographic
index following the directory.
Home offices, branch offices

and subsidiaries brokering re-
insurance are included. The

company name listed in the

directory is noted after each
subsidiary. ' 3

Although every effort is
made to obtain complete and
accurate information, Busi-
ness Insurance is unable to

verify all information it re-
ceives. I
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Why did the City of Tallahassee give
Crawford & Company their Seal of Approval?

Askjimmy Glisson, Risk Manager.

P,4.im i„ /hirh (:mi*,1 Ans Irfi, i, iry 144 1 Inity tflirpr (.'Mdint

/,131.Iner sm,ire mul Ii,lisjortion. 1 hm :imitar re.Mimints frt,/ 9 P.Wic

locatexte,sivia oj m) owit tajf ii,wl unlucible members of 6„r risk winagr-
inent tr,in. J looh jin-,1 10 *nmn Nion 6,41 ym with Cittl+4.-

Jm,my k Glissn,2
Risk M:mageme„t Office

#aw,94 City' of TIlmhaeee. Floii,t.,1!1

- 5620 Gldgi Nive. NE. (24,30342) • P.0 90* 5047 · All/la, ago* 30302 · (404)2*0830

We Know You Need to Budget
for Your Risk Management Program.

Crawford offers you these options for daims administration:

1. Flat rate lifetime pridng

2. Cost-plus pricing

3. Multi-year flat rate pricing

4. Tailored pricing for dedicated account service

Call today to discover the benefits of each of these options as they
might apply to your risk management program.

Barry LaReur
Vice President, Sales/Marketing
(404) 256-0830

Crawford
CRAWFORD & COMPANY

RISK MANAGEMENT SERVICES

Crawford & Company • 5620 Glenridge Drive, N.E. (Zip 30342) • RO. Box 5047 • Atlanta, GA 30302
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Continued from page 38

American Healthcare
Intermediaries Inc.
1000 North Point, Suite 1405, San
Francisco, Calif. 94109;
415-346-5670; fax: 415-776-6358

1991

Premium volume. $17,500,000
% Treaty. 98%

% Facultative. 2%

Gross revenues.. $217,000
Total employees. 3

Treaty...... 2

Facultative. 1

1990

$28,700,000

100%

NA

$265,000

2

2

NA

Founded: 1987.

Subsidiaries: Professional Reinsur-
ance Organization, Wilmington, Del.

Specialties: Accident and health,
special risk, life, financial.

Conducts business in: California,
Georgia, Florida, Louisiana.

Officers: Donald K. Anderson, pres-
ident.

American Intermediaries Inc.
200 S. Los Robles Ave., Suite 230,
Pasadena, Calif. 91101;
818-449-0904; fax: 818-449-3831

1991 1990

Premium volume. NA NA

% Treaty. 100% 100%

Gross revenues... NA NA

Total employees.. 6 7
Treaty 6 7

Founded: 1984.

Branch offices: New York.

Licensed reinsurance interme-

diary in: New York, California.

Conducts business: Nationwide.

Officers: W.J. Buettner, president;
Nora B. Smith, executive vp.

Andrew Edwards & Co. Inc.
40 Crossways Park Drive,
Woodbury, N.Y. 11797;
516-364-3700; fax: 516-364-3791

1991 1990

Premium volume. $57,500,000 $37,500,000
% Treaty. 100% 100%

Gross revenues. $600,000 $400,000

Total employees. 9 9
Treaty.. 7 7

Founded: 1977.

Parent: AANA Holding Co.
Specialties: Non-standard auto,

umbrella liability, professional lia-
bility, excess property.

Licensed reinsurance interme-
diary in: New York, California.

Officers: Edward J. Mallozzi, pres-
ident/chief executive officer; Andrew
P. Burger, assistant vp.

Contact: Andrew P. Burger.

Aon Reinsurance

Agencylnc.
123 N. Wacker Drive, Chicago, 111.
60606; 312-781-7900;
fax: 312-781-7901

1991

Premium volume. NA

% Treaty. 95%

% Facultative. 5%

Gross revenues• . $38,000,000

Total employees. 168

Treaty. 157

Facultative. 11

MEETING YOUR REINSURANCE NEEDS IN THE 90'S.
One of a series from U.S. RE Corporation.

The reinsurance broker team ...what knowledge skills must they have?
For this decade and beyond, the

staff of your reinsurance broker/con-
sultant must be qualified to analyze
your requirements from a variety of
perspectives. Employing only the
traditional approach won't meet the
challenges of the 90's.

They'll need expertise in actuarial,
legal and regulatory matters, statutory
and GAAP accounting and tax issues,
and investment considerations.

Any innovative technique proposed
will surely touch upon the interest of
the AICPA, NAIC, IRS or other
regulatory body.

At U.S. RE we are proud to offer a
team with all these skills, and with

sophisticated «back-office" support.
Seasoned and talented principals and
staff; eminently qualified professionals
with the resources to handle any
reinsurance need.

Ours is a group of outstanding
individual performers who form a truly
unique organization. Experience and
dedication to excellence combine with

youth and energy to provide the
optimum in personalized service and
benefits, along with a willingness,
ability and commitment to achieve
mutually desirable objectives of all
parties.

If your reinsurance team can't offer
all this, ask us.

00

1990

NA

94%

6%

$34,000,000
166

155

11

Founded: 1945.

Parent: Aon Corp.
Branch offices: Hoboken, N.J.;

Philadelphia; San Francisco; Seattle.
Subsidiaries: Aon Reinsurance

Inc., New York.
Officers: Paul R. Davies, chairman/

chief executive officer; W. Eugene Tay-
lor, vice chairman; Stephen L. Luns-
ford, president/chief operating officer.

Contact: Joan Steel, 312-701-3016,
or Michael O'Halleran, 312-701-3065.

Membership: Brokers & Reinsur-
ance Markets Assn.

*BI estimate.

Associated Intermediaries

P.O. Box 1260, Flowery Branch,
Ga. 30542; 404-967-4009;
fax: 404-967-2804

1991 1990
Premium volume. $6,000,000 $4,500,000

%Treaty 100% 100%

Gross revenues.. NA NA

Total employees. 5 3
Treaty. 4 3

Founded: 1982.

Parent: Associated Reinsurance

Management Corp.
Specialties: Accident and health,

medical specific and aggregate stop
loss, excess workers compensation.

Licensed reinsurance interme-
diary in: New York.

Conducts business in: Florida,
Georgia, North Carolina, South
Carolina, Tennessee, Ohio, Virginia,
District of Columbia, Maryland,
Pennsylvania, Massachusetts, Ken-
tucky, Indiana, Illinois, Connecticut.

Officers: Alph H. Browne, president;
Diana D. Browne, corporate secretary.

Contact: Alph H. Browne.

Atlantic Security Ltd.
Windsor Place, 2nd Floor, 18
Queen St., Hamilton, Bermuda HM
11; 809-295-5425;
fax: 809-295-5444

Premium volume.

% Treaty.
% Facultative.

Gross revenues.

Total employees.
Treaty.
Facultative.

1990

NA

20%

80%

NA

10

1

1

Founded: 1974.

Specialties: Financial reinsur-
ance, surplus relief, captive excess
and aggregate stop-loss.

Officers: Hal Forkush, president;
Colin James, senior vp.

Atrium Corp.
200 Park Ave., 16th Floor, New
York, N.Y. 10166; 212-973-5072;
fax: 212-973-5083

1991

Premium volume. $1.3 billion*
% Treaty. 100%

Gross revenues... NA

Total employees.. 34
Treaty. 34

B

1991

NA

20%

80%

NA

10

1

1

1990

$1.2 billion*

100%

NA

29

29

Founded: 1983.

Parent: Swiss Re Group.
Branch offices: Westport, Conn.
Specialties: Financial Reinsur-

ance, surplus relief, finite risk rein-
surance, life insurance, financial
guarantee reinsurance.

Licensed reinsurance interme-

diary in: New York.
Conducts business: worldwide.
Officers: Jay A Novik, president;

Heidi E. Hutter, Owen Whitby, Robert
P. Johnson, executive vps; Peter A.
Gentile, Stephen F. Patterson, Bruce P.
Reich, Craig W. White, senior vps; Joan
M. deLemps, Steven R. Fallon, Debra J.
Roberts, Marvin D. Fineman, vps.

Contact: Jay A. Novik; Heidi Hut-
ter, 212-973-5066.

*Inetudes financial and finite risk reinsur-
ance, tife and property/casualty insurance.

SEP International Inc.

1140 Blvd; De Maisonneuve W.,
Suite 1200, Montreal, Quebec H3A
1 M8, Canada; 514-288-1133;
fax: 514-288-0840

1991 1990

Premium volume. $400,000,000 $350,000,000
%Treaty..... 99% 98%

% Facultative. 1% 2%

Gross revenues. NA NA

Total employees. 141 140

Treaty... 133 132

Facultative.. 8 8

Continued on next page



Continued from previous page
Founded: 1960.
Parent: SODARCAN Inc.
Branch offices: Jersey City, N.J.;

Seattle; Toronto.
Specialties: Workers compensa-

tion, surety, marine, aviation, profes-
sional liability, accident and health,
life finite risks.

Licensed reinsurance interme-
diary in: New York.

Officers: Raymond Gilbert, chair-
man/chief executive officer; Robert
W. Bailey, executive vp/president &
chief operating officer-U.S. opera-
tions; Peter M. Bennett, executive
vp/chairman-Canada; Peter V. Dale,
executive vp/chairman-U.S.; Chris-
topher J. Robey, executive vp; Robert
Limoges, senior vp-finance and ad-
ministration/secretary/treasurer; Pa-
seal Perrier, senior vp; Rene La-
pierre, vp.

Contact: Robert W. Bailey, P.O.
Box 25, 10 Exchange Place, Ex-
change Place Center, Suite 801, Jer-
sey City, N.J. 07302; fax: 201-332-
5673.

B.R.1. International
Agency Inc.
156 William St., New York, N.Y.
10038; 212-233-7171;
fax: 212-513-1859

Premium volume.

% Treaty.
% Facultative.

Gross revenues. .

Total employees. .
Treaty....
Facultative.

1991

$1,755.000
99%

1%

NA

6

5

1

E.T. Bailey Co.
3 First National Plaza, Chicago, 111.
60602; 312-214-3146;
fax: 312-236-1587

Premium volume.

%Treaty.....
% Facultalive.

Gross revenues...

Total employees..
Treaty.

Founded: 1963.

Specialties: Life including acci-
dent and health, Medicare supple-
ment.

Officers: E.T. Bailey, president.

Adrian Baker Reinsurance
Intermediaries Inc.
34 N. Meramec Ave., St. Louis, Mo.
63105; 314-721-1372;
fax: 314-721-1290

Founded: 1982.

Parent: Employers Reinsurance
Corp.

Licensed reinsurance interme-
diary in: New York.

Conducts business: Nationwide.
Officers: Michael G. Fitt, chair-

man/chief executive officer; Michael
E. Fisher, president/chief operating

1991

NA

90%

10%

NA

3

3

1990

$1,632,000
99%

1%

NA

7

6

1

Founded: 1981.

Parent: BRI Holding Corp.
Licensed reinsurance interme-

diary in: New York.
Conducts business: Nationwide.
Officers: Bruno Rumignani, presi-

dent; Burton Matfus, secretary/trea-
surer; Howard Miller, Joseph Zweig,
Mark Bailine, vps.

1991

Premium volume. $30,000.000
% Treaty. 70%

% Facultative. 30%

Gross revenues.. NA

Total employees. . 10
Treaty... 7
Facultative... 3

1990

NA

90%

10%

NA

NA

3

1990

$27,000,000
70%

30%

NA

10

7

3

Founded: 1974.

Specialties: Accident and health,
workers compensation, carve-out,
medical, aviation, property, life.

Licensed reinsurance interme-
diary in: New York.

Conducts business: Worldwide.
Officers: Adrian N. Baker II, presi-

dent; Richard H. Chomeau, executive
vp; Anthony J. Sutcliffe, senior vp.

1  Bates Turner Inc.
5200 Metcalf, P.O. Box 2959,
Overland Park, Kan. 66201;
913-676-5920; fax: 913-676-5940

1991 1990

Premium volume. $262,000,000 $257,000,000

%Treaty.. 100% 100%

Gross revenues... NA NA

Total employees.. 20 18
Treaty. 20 18

officer; James C. Blanton III, vp; E.
Wilson Wyant, second vp; John R.
Klag, Kathy A. Sandberg, assistant
vps; Lori D. Norlen, assistant trea-
surer.

Contact: Michael E. Fisher.

Bell Nicholson
Henderson Inc.

123 William St., New York, N.Y.
10038; 212-406-1750;
fax: 212-619-8354

Premium volume.

%Treaty..
Gross revenues..

Total employees.
Treaty.

1991

$85,000.000
100%

$2,600.000
20

20

1990

$70,000,000
100%

$2,300,000
23

23

Founded: 1980.
Parent: Bell Nicholson Henderson

(Holdings) Ltd.
Branch offices: Dallas.
Specialties: Property, casualty,

marine, finite risk.
Licensed reinsurance interme-

diary in: New York, Texas.
Continued on page 48
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MARKET
STIMULUS: London's diminishing
role in U.S. markets could cause a
Specially Unes "capacity crunch."

HOME
RESPONSE: "Not at The Home.
Home's underwriting philosophy is
to be always fair and balanced in
charging premiums commensurate
with the underlying risk-through
hard and soft markets alike.
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"That steady, long4erm approach
gives us the financial strength and
stability to respond to agents

and brokers when

, - markets harden."
ART PHILLIPS

- . Executive Vice President
(212) 530-7201

HOME INSURANCE »====r
SPECIALTY UNES DIVISION

In 1932, a hospital room cost just $4 a day And
people stillcouldn't afford it. In thedepthsof the depression, health care was

a luxury many did without. That is, until 1932 when Sutter Health-a system thafs been taking care of Northern

Califomians since1923 created oneofthe country's hat hospitalplans.Today,there am morehealth plans than ever to

choose from. But business owners and managers are still searching for reliable, affordable options. That's why Sutter

Health is back with Sutter Preferred Health Plans. Sutter Preferred's portfolio of health benefit products includes Omni

Health Plan, an HMO; Sutter Preferred Health and Life; a fully insured PPO; and managed care administration of

medical, dental and visionplans forself-insured employers. SutterPreferred negotiates its own contracts with providers

to better control expenses. While there is no $4 hospital room, providing affordable group health care options is our

commitment. To find out more about Sutter Preferred, calll-800-225-2795. 44 Sutter Pr#erred
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- ' dmittedlg, Centre Re it not like most

< C reinsurers. Nor is our approach to solvinv
insurance related problems. But in ?rowin? numben,

companies areopeninv theireges tothe benefiti of finite

risk producti. And they're itartled bg the possibilities.

m*

1

MORE THRN 14{m THEOK. The concept of finite rilk may not be new, but mang of its,

applicatiom dre. [|exible finite risk products are being used kg more companies aittrate?ic,

problem-solvin? tools for hard-to-manave rilks and extraordinarg loses. They provide the

ttability, lon financin? and risk transfer necessary forreinsurance, whilesolvin? mang of the

complex problemi the traditional market it unwillinv oronable to accept.



OLD, R NEW WOR "

IEEING 1% BELIEVING. Since 1988, Centre Re has written more than $2 billion in finite risk

productito meeta luide variety Of insurance and reinsurance (hallen?es-from catastrophes .

to corporate restructurin?. For more information about how lue can help you reach gour risk

manafement and financial voali, contact us or your insurance or reinturance intermediarg.

# 6

CENTRE RE
INNOVATION IN REINSURANCE

MEMBER OF THE ZURICH INSURANCE GROUP

Rated AA by Standard & poor's



What real ly constitutes
financial strength in todayh

insurance marketplace?

An impe«able balance sheet.
And profiti

If you're concerned about the financial strength of your insurance

organization, here are some questions you should ask.

Whatk the dearest indicator of financial health?

A balance sheet of impeccable quality, conservatively managed.

Look at AIG's financial statements. You'll find $12 billion in capital

funds; $16 billion of general insurance loss reserves; and $1.5 billion in

after-tax profits in 1991.

How important are the designatiom awarded
by the rating agencies?

Very important. They provide an impartial, thoroughly researched

measure of a company's financial

 strength. AIG holds the highest rat-
AIG Ratings: 

 ings awarded by the principal
Standard  agencies. They are a prized asset,
& poor's AAA  enabling us to capitalize on business

 opportunities not open to those with-
Moodys Aaa 9 out these credentials.

AM. Best Co. A++*

•DomesticPmpeny·Cliy Compamb

Are there substantial
differences in the way

insurance organizations are
managed?

Yes. Take investment and under-

writing philosophies. In investing, AIG has an insignificant exposure

to high-yield securities and commercial real estate, which have caused

so many problems for other companies. The overall quality of our

AIG Domestic Bond Portfolio Ratings* assets is excellent, with new cash
Lower -

flow invested primarily in
BBB ii-

A APAg investment-grade fixed-income

securities.

We also believe underwriting
< 33.2% /

profits are fundamental to the long-term

stability and health ofa company. Hence, we are committed to meeting

the needs of the public for insurance products while maintaining strict

underwriting discipline.

For years these beliefs

have produced outstanding

results. Including a return on

equity that has consistently

exceeded the industry

average by a wide margin.

(96)
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Return on Equity

AIG

S&P

pic

Industry

'81 '82 '83 '84 '85 '86 '87 '88 '89 '90 '91

industry and S&P 500 source: Conning & Co.

Whatotherqualities should I look for?

A strong commitment to its basic business, a diversified business

portfolio and global presence. AIG is the largest underwriter of com-

mercial and industrial coverages in the US. We also have an

international network second to none.

So if you're looking for financial strength, stability and commit-

ment for the long term, consider the insurance organization that has

demonstrated exactly those characteristics for decades.

lf you would like a copy of our annual report, write to American

International Group, Inc., Dept. A 70 Pine Street, New York, NY 10270.

AIG World leaders in insurance and financial services.

5
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A unique spin on cycle
By Barbara D. Stewart

URRICANE ANDREW HAS revivedspeculation about a cycle turn, and
understandably so. The losses are huge, and they
come when margins are already squeezed by other
disasters and by price competition. And because
catastrophe reinsurance prices are bound to keep
rising, the pressure on insurers to do something is
going to get even greater. What insurers do is more
likely to keep prices down than to make them go up.

Many are wondering what are the prospects for
commercial insurance prices in light of past cycles
and present opportunities. Losses per se have not
turned cycles, but fear and bankruptcy have. Those
factors do not appear to be in the market now, and
even the most financially stretched insurers have
alternatives to let them stay in. The implication is
that instead of a cycle turn now, more serious
problems are building for later on.

First, in contrast to commercial prices in general,
reinsurance prices for property catastrophe
protection should go up. Plenty of evidence supports
an expectation of continuing increases.

On the supply side, capacity has shrunk, and it is
not easily expanded. Lloyd's is losing names and
may not attract new capital for a long time. London
market excess-of-loss capacity is gone.

Scandinavian insurers are only in the first stages of
damage control. Japanese insurers were stung by
Typhoon Mireille losses last year. American primary
companies, whose reinsurance departments became
a source of new capacity 30 years ago after
Hurricane Betsy, are still cleaning up after their
casualty losses of the 1980s.

Startups can provide new capacity, but how much
how soon is limited by big capitalization
requirements. Existing providers can take only so
much concentration of exposure, and recent
experience has probably made them even more wary
of catastrophe-prone areas.

On the demand side, it is hard to imagine that
insurers would want to buy less catastrophe
protection. Many insurers with big losses from
Hurricane Andrew increased their retentions in

recent years. They are sure to be under increased
scrutiny from regulators fearful of more
insolvencies, from rating agencies concerned with
instability and from securities analysts suspicious of
more dividend cuts.

But the question on everyone's mind is whether
commercial insurance prices in general-not just for
catastrophe covers-will go up.

Prices go up only when supply and demand in the
market permit them to go up. Catastrophe losses,
declines in earnings, analyst worries and executive
exhortations have not turned cycles in the past.
What has turned cycles are real contractions in the
supply of insurance, that is, actual withdrawals
from the market.

When prices turned at the end of the last two
cycles, insurers' capital had fallen, but even more
important, insurers believed they did not have the
capacity to continue writing as they had been. They
found themselves peering into an abyss opened up
by events never experienced before.

In the mid-1970s, insurers saw their capital nearly
wiped out by overexposure to the stock market and
loss reserves made grossly inadequate by rampant
inflation.

In the mid-1980s, they found themselves with a lot
of worthless reinsurance that supposedly had been
supporting huge amounts of liability exposure.

Hurricane Andrew and other catastrophes this
year are sure to eat up capital, but capital has been
accumulating faster than insurers have been able to
find a use for it. No new uncertainty has frightened
the industry. Hurricanes are what the insurance
business has been about for many years.
Catastrophe loadings are supposed to be in the
rates.

Industry capital
big enough for
Andrew losses

but insurers need

to raise cash flow
Finally, one has to wonder what markets insurers

would be willing to quit, especially since it is not
clear what attractive alternatives remain. Would

theystop writing packages, which for years have
been considered the bread and butter of many
commercial insurers, or general liability, which now
looks profitable? Maybe insurers will continue to
withdraw from workers compensation, but the
effects of constrictions in that market tend to not

spill over into others.
But insurers are unlikely to do nothing at all.

Andrew will create a huge need for cash to pay
claims and higher reinsurance bills. For the past few
years, the industry's cash flow has been shrinking,
and for a few companies it had turned negative,
including investment income, even before Hurricane

Andrew will produce a need and a
wish-a need for cash to pay for it and

a wish that it had been more fully
reinsured. The need is unlikely to be

met by price increases.

Andrew. Today's cash needs may be partly met in
the usual ways, such as by selling off assets,
borrowing from banks and delaying payment of
other claims. But assets are needed for the rest of

the business and the other sources are constrained

by the very limited indulgence or forbearance of
others.

If history is any guide, one way insurers might try
to raise cash would be by writing more business.
History also tells us that attracting more business in
an already saturated and competitive market is done
by cutting prices. So cash flow underwriting could
come back, but with a different twist. This time,

instead of chasing cash to invest, insurers would use
it to pay claimants and reinsurers.

Another response, which would be new in this
cycle, would be greater use of financial, or finite
risk, reinsurance. It seems logical for two reasons.

First, the bunching of catastrophes in recent years
has raised fears that this has become the normal

state of affairs. Therefore, more protection against
future disasters is needed. But the need comes at the

same time traditional reinsurance is bound to get
scarcer and more expensive. Financial reinsurance
is thus likely to become the available and affordable
option. With financial reinsurance available to fill
gaps in reinsurance programs, to increase
reinsurance protection at higher levels and to
reduce reinsurance costs at lower levels, primary
insurers may feel less compelled to reduce
exposures.

Second, for meeting immediate cash needs,
financial reinsurance would seem more attractive

than traditional credit sources. Although many
insurers will tap bank lines to pay hurricane losses,
those loans are visible on balance sheets and are a

classic red light to regulators, as well as having to

*4!.

be repaid in the short term.
Financial reinsurance, on the other hand, has the

ability to enhance financial statements by spreading
the earnings and capital impacts of Andrew over a
number of years.

Extensive bank borrowing may not even be

possible for weaker insurers. It has always been i
true, but is especially so today, that banks do not
want to lend into problem situations without full
security. When trouble approaches, reinsurers have

more artful ways than do banks of securing and
accelerating their collection rights and of offsetting
and commuting their payment obligations.

Financial reinsurance looks like an extension of

what insurers have been doing for years anyway.
Rearranging the timing of income has always been
considered a major role of reinsurance. But it is not
the same with financial reinsurance.

In the old world of full risk transfer and enduring
reinsurance relationships, repayment obligations
could be informal and indefinite. In today's
competitive marketplace, however, the traditional
reinsurance relationships may be evolving into
financial reinsurance transactions governed by

contracts. Those contracts place formal and definite
repayment obligations on ceding companies. Yet the
repayment obligations are not reflected on ceding
company balance sheets. Because financial
reinsurance is not accounted for any differently
than traditional reinsurance, the net numbers could

send a meretricious message to underwriters and
managers about their undiminished capacity to
write more business.

Andrew will produce a need and a wish-a need
for cash to pay for it and a wish that it had been
more fully reinsured. The need is unlikely to be met
by price increases because cash-strapped insurers

may be loath to give up business they consider good
in the first place.

Instead, they may try to meet the need by writing
more business, which would push down prices. The
wish that Andrew had been more fully reinsured is

likely to be met with financial reinsurance, which in
turn will have to be paid back. That means a further
need for cash, which in turn will encourage writing
more business.

Hence, the financial strain from Hurricane

Andrew is likely to invite more leverage rather than
less and more appetite for business rather than less.
As a result, the hurricane and the business

responses to it are apt to keep prices down rather
than push them up.

This is certainly not the result that insurance
people have come to expect from a shock loss. But it
is a conclusion that is hard to avoid if one analyzes
the options available to insurers for dealing with the

immediate problem of Hurricane Andrew.
If it works out this way, then Andrew will be

another example of how market expectations can
confound themselves.

If prices are expected to go up, sellers tend to stay
in the market and prices do not go up.

If insurers believe times will get better, whether
because of Andrew or just a conviction that the
cycle must turn, they will search for ways to stay in.
While cash flow underwriting and financial
reinsurance offer two ways to keep up appearances

to stay in the market now, they raise a question for
the longer term.

If prices stay down and the debts come due and
the options run out, then what? i

Barbara D. Stewart is president of
Stewart Economics Inc. in Atlanta.
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Benchmarking methods
 How do your risk management processes stack up?

By Michael R. Levin

 benchmark (n.): a mark on a permanent object indi-cating elevation and serving as a reference in topolog-
ical surveys and tidal observations; a point of refer-
ence from which measurements may be made;
something that serves as a standard by which others

 may be measured.

LE IT APPEARS to have become the hottest

anagement trend only in the past few years,
in reality benchmarking has been around for a long
time. In engineering, it refers to comparing
measurements. In the corporate world, companies
compare other things. They have always undertaken
competitive analysis and watched the strategies,
products, services and marketing activities of their
competition.

Like any other executives, risk managers get
together at chapter meetings of the Risk &
Insurance Management Society, national industry
trade shows and other gatherings to "talk shop."
They compare notes, share experiences and keep
each other informed about developments in their
respective industries, functions and parts of the
country.

How, then, are all the recent benchmarking
projects different from these past activities, and
how does it apply to risk management?
Benchmarking has become a more sophisticated risk
management tool, which risk managers will find
much more useful.

The principal challenges to risk managers are
understanding benchmarking and selecting the best
benchmarking methods. The main obstacle to
benchmarking remains a parochial attitude among
some risk managers that their organizations stand
alone as completely unique, and that some
distinctive exposure to loss or insurance need
renders any comparison meaningless. One final
challenge involves adopting standards for risk
management costs.

"Benchmarking," as most people know it today,
traces its roots to pioneering work by Robert Camp
at Xerox Corp. in the mid-1970s. Xerox had
undertaken extensive competitor analysis since it
found its market share shrinking under an attack
from Japanese copier manufacturers. Xerox had
focused on studying competing copiers, tearing
them down, understanding the technology and
adapting improved versions of the best competitor
approaches in its latest copiers.

However, Xerox also faced cost and competition
problems, particularly related to logistics and
distribution. Mr. Camp, a logistics manager at a
Xerox warehouse, studied not just competing copier
manufacturers, but also companies that had similar
distribution problems.

His work led to a pioneering collaboration with
L.L. Bean Inc. A completely open mind and a
thorough 5tudy of Bean's warehouse processes led to
dramatic improvements in how Xerox's warehouses
filled orders and served customers.

Now Xerox and many other companies compare
themselves to other organizations in a wide variety
of areas and ways. The work with L.L. Bean shows
the difference between previous competitive
analyses and today's benchmarking, and sheds light
on how benchmarking applies to risk management.

Benchmarking has a number of key features.
First, benchmarking focuses as much on corporate

staff functions as on anything else. Like logistics at
Xerox, risk management is a central corporate staff
function and is well-suited to benchmarking.

Benchmarking also focuses on processes. Previous
comparative exercises analyzed particular products
or services or discrete functions like research and

development or marketing.

In contrast, benchmarking tends to focus on
processes, which usually cross functional lines:
order-filling at Xerox, receivable collection or real
estate management. Typical processes in risk
management include property loss adjusting, worker
safety training and cost allocation.

Benchmarking's focus on processes also
encourages comparison to non-competitors as well
as organizations in the same industry. Processes for
parts procurement, for instance, look surprisingly
alike in a number of different industries. For

example, Xerox, a copier maker, learned a great
deal about logistics from L.L. Bean, a clothing
manufacturer and mail-order retailer.

While risk managers can and do learn from direct
competitors, they naturally become reluctant to
share too much about litigation, property protection
or other key aspects of their risk management
programs. Hence, comparisons to the risk
management processes at non-competitors become
essential.

Benchmarking also entails extensive cooperation
with other companies. Sharing detailed information

The main obstacle to benchmarking
remains a parochial attitude

among some risk managers that their
organizations stand alone as

completely unique.

with other firms, particularly non-competitors,
involves time and energy to understand the
organization and operations of these firms, and to
identify how their best practices apply to your own
company.

Understanding a process takes as much or more
effort than tearing down a competitor's copier.
Benchmarking the risk management process, with
its crossing of various functions and complicated
intersection of risk assessment, risk control and
risk financing, demands this type of cooperation.

Finally, benchmarking involves quite detailed,
quantitative comparisons of these processes. Xerox
did not merely visit L.L. Bean warehouses-it
measured and analyzed everything in sight.

To apply the benchmarking concept in risk
management, one must be open-minded.

The first reaction of many risk managers is,
"We're different." They find some reason why their
organizations are unique and why comparisons with
others will not work. This may be true overall, but is
probably not true for specific portions of the
management process. After all, while no two
insurance programs are exactly alike, many can be
approximately the same.

Second, apply the best practices creatively. Avoid
merely copying what appear to be good ideas.
Instead strive to apply, modify and improve them.

Risk management processes naturally differ
among organizations, and benchmarking must
identify the differences, as well as the similarities,
to find out how to apply the best practices within a
company. In other words, don't merely adopt
another company's retention level approach; seek to
understand how that company set the retention level
in the first place.

Safety programs, for instance, naturally focus on
industry and local conditions, but other key ideas
about philosophy or emphasis or communications
can be adopted from other companies. So, go beyond
using a measure of claim frequency, such as number
of lost-time claims per million man hours, and
uncover why your company may have a higher (or
lower) rate.

Selecting companies for comparison should
involve both competitors and others. Direct
competitors are important because they confront the
same exposures to loss and constitute the most
direct way to identify the best practices.

Other companies are also important. Benchmark
to companies having similar but slightly different
exposures a grocery chain may want to benchmark
to other organizations having public exposures, like
restaurants or hotels.

Or, benchmark to companies having similar
processes. A company in a union environment, say a
machinery manufacturer, may want to benchmark
its workers comp claims management to companies
in a similar union environment in the same state,
such as the local telecommunications utility.

Benchmarking also can occur within an
organization. For instance, companies that want to
use managed care within workers compensation
sometimes need only to see how their human
resource function has developed managed care
methods within their group health plans.

Finally, benchmarking is a continuous process.
Only by revisiting and refining the benchmarks can
a risk manager see how the risk management
function can improve over time.

Aside from an overall approach, benchmarking
consists of several methods of comparing
organizations in an effort to uncover the best
practices. A company can use one or more of them in
its own benchmarking efforts.
• Surveys. These are the most popular methods

of comparing organizations. Some are wide-scale.
One of the oldest is the "Cost of Risk" survey, which
has been conducted for the past 15 years. It compiles
risk management costs, insurance limits and
retentions, and administrative information from
about 800 participants of all sizes and industries.
Other surveys are done on a much smaller scale.
• Group collaboration. Groups work together

in several ways. One of the most prevalent involves
trade groups or associations. Some, such as the
Edison Electric Institute for electric utilities, or the
Machinery and Allied Products Institute for
manufacturers, have active risk management
committees that compile a variety of comparative
data.

Another group, known in benchmarking circles as
a "consortium," comes together for the sole purpose
of benchmarking. Consortiums frequently assemble
around a specific industry, although many have
developed for a given process or geographic area.
They exchange data, documents and site visits
among group members.

• Clearinghouses. These are membership
organizations devoted solely to benchmarking. The
most prominent one is the International
Benchmarking Clearinghouse, associated with the
American Productivity and Quality Center in
Houston. Its 100 or so members include some of the
largest U.S. corporations.
• One-on-one discussions. This is perhaps the

purest form of benchmarking. Xerox and L.L. Bean
used this method for their work together. One
company approaches another and they get together
to discuss common practices. It requires extensive
preparation and, above all, an open mind to
innovation.

Most experts caution against undertaking this
form of benchmarking without extensive
preparation. However, some risk managers do report
great success, once they prepare a detailed agenda
that focuses on specifics like workers compensation
claims management. I

Michael R. Levin is a consultant in Chicago with
Tillinghast, a Towers Perrin company.
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-WE HAVE MORE YESTERDAYSTHAN
MOST REINSURERS HAVE TOMORROWS

NORTH AMEWCAN

Many reinsurers would like you to believe they will remain in business foreven That's because r--- r-z]
reinsurance entails extraordinary long-term obligations. Failure to honor these obligations exposes 'U) A 
the insurer to major losses. North American Re has provided quality reinsurance for over 80 years.
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Conducts business in: California,
Connecticut, Georgia, Iowa, Massa-
chusetts, New York, Oklahoma,
Texas.

Officers: William L. Healy, senior
vp; George J. Daddario Jr., Roger P.
Milbert, Nicholas P. Roberto, vps.

Contact: Roland Stollsteimer.

E.W. Blanch Co.

3500 W. 80th St., Minneapolis,
Minn. 55431; 612-835-3310;
fax: 612-896-4646

1991

Premium volume $1.11 billion
% Treaty. 99%

% Facultative. 1%

Gross revenues*. $45,200,000

Total employees.. 277

Treaty ..... 272

Facultative. 5

1990

$1.17 billion
99%

1%

$43,000,000

297

291

6

Founded: 1957.

Branch offices: New York; Chi-
cago; Boston; Philadelphia; San
Francisco; Dallas; Atlanta; Copenha-
gen, Denmark.

Acquisitions: Enan & Co., Burlin-
game, Calif. (March 1992).

Specialties: Life, accident and
health, professional liability, retro-
cession, risk retention groups, capital
services expertise, program business.

Licensed reinsurance interme-

diary in: New York, California, Illi-
nois, Minnesota, Texas.

Conducts business: Nationwide.

Officers: E.W. Ted Blanch Jr.,
chief executive officer/general part-
ner; Michael W. Cashman Sr., presi-
dent/general partner; Frank S. Wil-
kinson Jr., Andrew M. O'Brien,
Clifford English, Chris L. Walker,
Hussein Enan, general partners.

Membership: Brokers & Reinsur-
ance Markets Assn.

*BI estimate.

Burridge Storey & Co. Inc.
33 W. Higgins Road, Suite 4100,
South Barrington, 111. 60010;
708-551-1900; fax: 708-551-1917

1991 1990

Premium volume. NA NA

% Treaty. 98% 98%

% Facultative. 2% 2%
Gross revenues. NA NA

Total employees. 4 4
Treaty..... 4 4

Founded: 1989.

Parent: Farmers Mutual Hail In-

surance Co. of Iowa.

Licensed reinsurance interme-

diary in: New York.
Conducts business in: Illinois,

Wisconsin, North Dakota, South Da-
kota, Arkansas,· Tennessee, Massa-
chusetts, Iowa.

Officers: John H. Burridge, presi-
dent; Geoffrey F. Storey, executive
VP,

Guy Carpenter & Co. Inc.
Two World Trade Center, New
York, N.Y. 10048; 212-323-1000;
fax: 212-313-4970

1991 1990

Premium volume. NA NA

Gross revenues... $268,800,000 $249,600,000
Total employees. 2,169 2,156

Founded: 1923.

Parent: Marsh & McLennan Cos.
Inc.

Branch offices: New York; At-
lanta; Coral Gables, Fla.; Chicago;
Hartford, Conn.; Minneapolis; San
Francisco.

Subsidiaries: Agencia General de
Reaseguros, Madrid, Spain; Balis &
Co. Inc.-, Philadelphia; Carpenter
Bowring Ltd., London; Carpenter
Bowring Pty. Ltd., Melbourne and
Sydney, Australia; Gradmann &
Holler-Guy Carpenter GmbH, Mun-
ich, Germany; Guy Carpenter & Co.
Inc., Seoul, Korea; Guy Carpenter &
Co. AS, Copenhagen, Denmark; Guy
Carpenter & Co. (Asia) Ltd., Hong
Kong; Guy Carpenter & Co. (Canada)
Ltd., Toronto; Guy Carpenter & Co.
S.A., Brussels, Belgium; Guy Carpen-
ter & Co. (Stockholm) AB, Stock-
holm, Sweden; Guy Carpenter Italia
S.r.1., Trieste, Italy; Guy Carpenter y
Cia (Mexico), S.A. de C.V., Mexico
City; Guy Carpenter & Cia, S.A.,
Correduria de Reaseguros, Madrid,
Spain; Sellon Associates Inc., White
Plains, N.Y.; Union Francaise de Re-
assurances, Paris.

Intere Intermediaries, Inc.

Reinsurance Intermediaries with offices in Atlanta, Boston, Chicago,
Dallas, Philadelphia, San Francisco, Bermuda and New York

New York Office

199 Water Street, New York, New York 10038

(212) 809-3900

1 le  RFC INTERMEDIARIES, INC.astmul ivnnet 4/p TAILORED AWARDS
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Acquisitions: Sellon Associates
Inc., White Plains, N.Y. (January
1991); Agencia General de Rease-
guros, Madrid, Spain; Union Fran-
caise de Reassurances, Paris.

Licensed reinsurance interme-
diary in: New York.

Conducts business: Nationwide.

Officers: Richard H. Blum, chair-
man/chief executive officer; Stanley
C. Allain; Robert H. Brandon; Robert
Clements; C.J.S. Cullum; Clement S.
Dwyer Jr.; Simon P. Fisher; William
W. Fox Jr.; Edward G. Maher; Anth-
ony C. McCallum; Kenneth J. Mead;
Edmund R. Megna Jr.; H.C.L. Prior;
Anthony N. Robertson; Don A. Sa-
lyer; A.J.C. Smith; Richard E. Smith;
Gabriele J. Troiano; G.H.C. Wake-
field; Robin C. Watts.

Contact: Gabriele J. Troiano.

Membership: Brokers & Reinsur-
ance Markets Assn.

Herbert Clough Inc.
P.O. Box 10216, 659 E. Main,
Stamford, Conn., 06904;
203-328-6585; fax: 203-328-6408

1991 1990

Premium volume. $346,929,000 $330,930,000
%Treaty. 98% 96%

% Facultative. 2% 4%

Gross revenues. $9,170,779 $6,026,185

Total employees.. 53 53
Treaty...... 50 50
Facultative. 3 3

Founded: 1926.

Parent: General Reinsurance Corp.
Specialties: Property and casualty

occurrence excess business, financial
reinsurance, accident and health,
aviation & marine, workers comp,
professional liability.

Licensed reinsurance interme-
diary in: New York.

Conducts business: Nationwide.
Officers: Alistair D. Johnston, presi-

dent; Lawrence C. Magnant Jr., vp-bro-
kerage; Kevin F. Fitzgerald, vp-opera-
tions.

Contact: Alistair D. Johnston, 203-
238-5532.

John B. Collins
Associates Inc.

8500 Normandale Lake Blvd.,
Minneapolis, Minn. 55437;
612-921-3933; fax: 612-921-3940

1991 1990

Premium volume. $104,400,000 $91,800,000
% Treaty. 100% 100%

Gross revenues... NA NA

Total employees. 15 11
Treaty.... 15 11

Founded: 1987.

Branch offices: Hartford, Conn. f
Specialties: Property, casualty,

crop, life, accident, health.
Licensed reinsurance interme-

diary in: California, Minnesota, New
York.

Conducts business: Nationwide.
Officers: John B. Collins, James A

Brost, Daniel J. Burke, Gregory L. Bret-
tingen, principals; Timothy Pawlik, vp

Contact: Gregory L. Brettingen.

Consolidated

Reinsurance Corp.
250 Bel Marin Keys Blvd., Suite
F200, Novato, Calif. 94949;
415-883-2020; fax: 415-883-0664

1991 1990

Premium volume. $112,013,769 $83,962,135

% Treaty. 12% 60%

% Facultative. 28% 40%

Gross revenues.. $984,334 $780,132

Total employees. 4 3
Treaty._ 2 1
Facultative. 2 2

Founded: 1982.

Specialties: Multiple employer
trust, medical, dental, stop loss, vi-
sion, workers comp.

Licensed reinsurance interme-
diary in: California.

Conducts business in: California,
Nevada, Illinois.

Officers: Robert J. Baratta, presi-
dent; Nino P. Pedrini, executive vp.

Contact: Nino P. Pedrini.

Cooper Gay
Steele & Co. Ltd.

120 Wall St., 22nd Floor, New York,
N.Y. 10005; 212-248-1150;
fax: 212-248-1181

Premium volume.

% Treaty.
% Facultative.

Gross revenues..

Total employees.
Treaty.....
Facultative

1991

$14,500,000
10%

90%

NA

17

3

6

1990

$13,000,000
10%

90%

NA

15

2

5

Continued on next page



Continued from previous page
Founded: 1988.

Parent: Cooper Gay (Holdings)
Ltd., London.

Branch offices: Cooper Gay & Co.
Ltd., London (affiliate).

Specialties: Property including
technical lines; casualty; marine and
energy; aerospace.

Licensed reinsurance interme-
diary in: New York.

Conducts business: Worldwide.

Officers: David A. Gay, chairman;
R. Patrick Steele, president; Michael
R. Jones, Martin E. Shaw, James
Kininmonth, directors; Nigel Hooper,
secretary/treasurer; Toby C.D. Esser,
vp/director; Stephen S. Brewer, vp;
Peter Gorman, controller; Jeremy
Goodman, assistant vp.

Contact: R. Patrick Steele.

Cravens & Co. Inc.
555 California St., Suite 3333, San
Francisco, Calif. 94104;
415-433-6161;fax: 415-433-1434

Premium volume.

Gross revenues..

Total employees.
Treaty..

1991

NA

NA

15

12

Founded: 1978

Specialties: Treaty reinsurance,
property and casualty.

Licensed reinsurance interme-
diary in: California, New York.

Conducts business: Nationwide.

Officers: Hartley D. Cravens, pres-
ident; James R. Leffler, Michael D.
Reynolds, senior vps; Carol C. Cravens,
vp; Kenneth R. Davis, treasurer.

R.D. Croak & Associates Inc.

1670 Fenpark Drive, Fenton, Mo.
63026; 314-349-1234;
fax: 314-349-3169

1991

Premium volume. $59,321,783
%Treaty... 95%

% Facultative. 596

Gross revenues . $904,905

Total employees. 13
Treaty.. 6
Facultative. . 1

1990

$37,264,350
959b

5%

$568,437
7

3

1

Founded: 1977.

Subsidiaries: Reinsurance Associ-
ates, St. Louis.

Specialties: Credit life and dis-
ability, used car garage liability,
non-standard auto, fitness centers.

Licensed reinsurance interme-
diary in: New York, Illinois.

Conducts business: Nationwide.

Officers: Richard D. Croak, chair-
man; R. Banks Croak, president; Mi-
chael A. Gardner, assistant vp.

Contact: Michael Gardner.

Crump Re
10 Columbus Blvd., Hartford, Conn.
16106; 203-727-9727;
fax: 203-293-0755

1991

Premium volume. $120,000,000

% Facultative. 100%

Gross revenues... $9.400,000

Total employees.. 69
Facultative. 69

1990

$96,800,000
100%

$7,500,000
65

65

Founded: 1978.

Parent: Sedgwick Group P.L.C.
Branch offices: Atlanta; Chicago;

Dallas; Los Angeles; New York; San
Francisco.

Specialties: Property and casualty
facultative, international, program
business, financial reinsurance.

Licensed reinsurance interme-
diary in: New York.

Conducts business: Worldwide.
Officers: Salvatore D. Zaffino,

chairman/chief executive officer; David
Wahl, vp-finance; Edward Stanton, se-
nior vp-claims; Jerry Browning, Jon
Goodman, Carl Bach, Jodi Valenti, Tony
Corlette, Austin Grout.

Contact: David Wahl.

Cypress Creek
Intermediaries Inc.

300 International Parkway, Suite
190, Heathrow, Fla. 32746;
407-333-9002; fax: 407-333-9105

1991 1990

Premium volume. $35,000,000 $37,500,000

%Treaty..... 100% 90%

% Facultative. NA 10%

Gross revenues... $300,000 $315,000

Total employees.. 4 4
Treaty...... 2 2
Facultative. NA 2

Founded: 1984.

Specialties: Agricultural lines, all
coverages: animal mortality, crop hail,

1990

NA

NA

14

12

agri-business, specialty business; prop-
erty catastrophe excess treaties/per risk
treaties; accident and health; medical
stop loss, excess treaties.

Licensed reinsurance interme-
diary in: New York, Florida.

Conducts business: Nationwide,
European and Canadian inward busi-
ness.

Officers: Michael T. Pyle, president;
Peggy B. Pyle, vp; Andrew Todd Pyle,
Laurie Langston, assistant vps; Chris-

« tine Sullivan, assistant secretary.
Contact: Michael T. Pyle.

D
Delaney Offices Inc.

215 Elberon Ave., Allenhurst, N.J.
07711; 908-517-0612;
fax:908-531-0977

1991 1990

Premium volume. NA NA

Gross revenues... NA NA

Total employees.. 10 8

Founded: 1954

Specialties: Excess and pro-rata
casualty, property, aviation, marine,
financial reinsurance.

Licensed reinsurance interme-
diary in: New York.

Conducts business: Worldwide.
Officers: William F. Delaney Jr.,

president.

F

Falcon Re-Insurance

Intermediaries Inc.

790 E. Colorado Blvd., 9th Floor,
Pasadena, Calif. 91101;
818-796-1152; fax: 818-792-5035

1991 1990

Premium volume. NA NA

%Treaty. 10096 NA

Gross revenues.. NA NA

Total employees. 3 NA
Treaty.... 2 NA

Founded: 1991.
Parent: Condor Services Inc.

Specialties: Casualty, marine,
surety, finite risk.

Licensed reinsurance interme-
diary in: New York.

Conducts business: Nationwide.
Officers: K. Mark Russ III, presi-

dent; Zondra L. Hendrix, chief finan-
cial officer.

Contact: K. Mark Russ III.

Financial Reinsurance Inc.

140 S. Atlantic Ave., Ormond
Beach, Fla. 32176; 904-677-4453;
fax: 904-673-1630

1991 1990

Premium volume. $13.821,226 $12,586,638
%Treaty..... 93% 93%

% Facultative. 7% 7%

Gross revenues.. NA NA

Total employees.. 5 5
Treaty.... 4 4
Facultative... 1 1

Founded: 1960.

Parent: Ormond Re Group Inc.
Subsidiaries: W.J. Burt & Associ-

ates Inc., New York.
Specialties: Crop hail.
Licensed reinsurance interme-

diary in: New York, Florida.
Conducts business: Nationwide.

Officers: W Lockwood Burt, pres-
ident; David A. Burt, John B. Deiner,
executive vps; A.L. DiPardo, senior
vp-claims; William T. Long, vp/con-
troller-reinsurance accounting.

Contact: John B. Deiner.

First Reinsurance

Intermediaries Corp.
55 John St; New York, N.Y. 10038;
212-608-8270; fax: 212-619-0480

1991 1990

Premium volume. $50,000,000 $50,000,000

% Treaty. 10096 100%

Gross revenues. NA NA

Total employees. 5 5
Treaty. 5 5

Founded: 1973.

Parent: Risk Distribution Services
Inc.

Specialties: Financial reinsurance.
Continued on nezt page

RFC INTERMEDIARIES, INC.
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Facultative Reinsurance Intermediaries

with offices in Atlanta, Chicago, Dallas, Hartford, New York,
Philadelphia, and San Francisco.

NewYork Office

199 Water Street, New York, New York 10038

(212) 809-3900
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Licensed reinsurance interme-

diary in: New York.
Conducts business in: New York,

New J€rsey
Officers: Stephen M. Edwards,

presidfnt; Paul G. Curtis, vp.
Contact: Stephen M. Edwards.

H.S. Fox Corp.
8222 Douglas Ave., Suite 400,
Dallas, Texas 75225;
214-369-2211; fax: 214-369-8380

1991 1990

Premium volume. $260,000,000 $240,000,000
% Traty 100% 100%

Gross revenues . $6,200,000 $6,000,000

Total employees. 27 26
Treay. 27 26

Founded: 1985.

Specialties: Special health risks,
professional liability.

Licensed reinsurance interme-
diary in: New York, Texas.

Conducts business in: New York,
Texas.

Officers: Donald M. Fox, president;
Robert C. Henderson, Alan R. Shep-
pard, executive vps; Donald C. Black-
burn, Larry L. Collins, Robert M.
Hodge, senior vps; Anne Marie Roberts,
Kathy Kidwell Brandon, Robert F.
McGany, Diana Rhodes Wickman, C.
Douglas Westbrook, vps; Peter A. Fries,
treasur€r; Shelley M. Buehrle, assistant
treasur€r; Janice M. Carroll, Shirley B.
Kirk, assistant secretaries.

Contact: Donald C. Blackburn.

C.L. Frates Reinsurance

Intermediary Inc.
2 Greenwich Plaza, Greenwich,
Conr. 06830-6353; 203-622-4433;
fax: 203-622-0777

1991 1990

Premium volume. $23.000.000 $23,000,000
% TrE aty 100% 100%

Gross revenues. $1,016,000 $1,001,000

Total employees. 4 4
Treaty.. 4 4

Founded: 1986.

Branch offices:

Inc. (affiliate).
C.L. Frates & Co.

Specialties: Casualty, fidelity,
professional liability.

Licensed reinsurance interme-
diary in: New York.

Conducts business: Nationwide.

Officers: Albert P. Amato, senior vp.

G

GFN Intermediaries Inc.
30 Broad St., New York, N.Y.
10004; 212-509-6210;
fax: 212-509-6652

1991

Premium volume. $43,225,000
%Treaty... 60%

% Facultative. 40%

3ross revenues. $1,729,000

rotal emplovees. 11
Treaty..... 6
Facultanve.. 5

1990

$39,800,000

65%

35%

$1,592,000

15

9

6

Founded: 1985.

Parent: GFN Corp.
Subsidiaries: GFN Intermediarios

de Reaseguro, S.A., Mexico City.
Specialties: Property and casualty,

life, accident and health, domestic and
mernational treaty and facultative.

Licensed reinsurance interme-
diary in: New York.

Conducts business: Nationwide.

Officers: Orlando L. Marini, presi-
dent/chief executive officer; Ralph
Luna, executive vp; Joe Corelli, Eliz-
abeth Agurto, Carole Carlson, vps;
Magdalena Barragan and Socrates Pi-
ehardo, assistant vps.

Arthur J. Gallagher
Intermediaries Inc.

111 John St., Suite 1912, New
York, N.Y. 10038; 212-732-9855;
fax: 212-619-7957

Premium vo.urne

%Treaty.....
% Facultative.

Griss revenues .

90:al employees.
Treaty.
Faculta:ive.

1991

$25,750,000
18%

82%

NA

22

3

18

1990

$21,165,000

12%

88%

NA

22

3

18

Founded: 1987.

Parent: Arthur J. Gallaiher & Co.
Subsidiaries: Arthur J. Gallagher

International Inc., Cranaton, R.I.;
Gallagher Plumer Ltd.. London;
Arthur J. Gallagher Intemediaries
(Bermuda) Ltd., Hamilton, Bermuda.

Specialties: Facultative property,
casualty, programs, fir.ar.cial rein-
surance; domestic cred. t; export
credit; marine; international prop-
erty and political risk treaty.

Licensed reinsurance interme-
diary in: New York, Rhcde Island,
Illinois.

Conducts business: Nationwide.
Officers: Robert L. Osborne Jr.,

president; Randall S. Jensen, Edward
Santos, executive vps; Joe DeChris-
lofaro, vp; Kevin Den:ke, John
O'Reilly, assistant vps; Pe:er Blume,
assistant secretary.

Contact: Robert Osborne Edward
Santos, 212-791-2700.

Arthur J. Gallagher
Intermediaries
(Bermuda) Ltd.
P.O. Box HM 2000, Hamijton HM
HX, Bermuda; 809-292-4654;
fax: 809-292-8231

1991

Premium volume. $17,000,000

%Treaty..... 5%

% Facultative. 95%

Gross revenues. $1,300,000

Total employees. 5
Treaty... 1
Facultative.. 4

1990

$14,250,000
5%

95%

$1,100,000
5

1

4

Founded: 1972.

Parent: Arthur J. Gallagher & Co.
Specialties: Reinsurance. self-in-

surance mechanisms including finan-
cial and finite risk reinsurance.

Licensed reinsurance interme-
diary in: Bermuda.

Conducts business: Nationwide.
Officers: David J. MeManus, presi-

dent; Wayne L. Brown, vp--orokering;
Peter J. Mullen, vp-production.

Contact: Peter J. Mullen

Gardner Mountain Barr Inc.
17 State S-., New York, N.Y. 10004;
212-514-8- 00; fax: 212-514-8027

1991 1990
Premium Flum€. $2,500,000 $1,500,000

% Treaty. 30% 30%

% Faeilta:im 70% 70%

Gross revenues. NA NA

Total emp.oyees . 4 3
Treaty. 1.5 1

Facultative. 1.5 1

Founded: 1979.

Parent: Hc,gg Group P.L.C.
Branch offices: GMB, London;

GMB InD.,New York.
Specialties: Financial institution

bonds, commercial crime insurance,
directors & officers, kidnap & ran-
som, computer theft, financial guar-
antees, political risk, contingency,
one-off risks

Licensed reinsurance interme-
diary in: New York.

Conducts business: Worldwide.
Officers: Christopher J. Barr,

president; M.chael Fogarty, vp; Tina
Jaggs, director.

Contact: Michael Fogarty.

Gill & Roeser Inc.
535 Ffth Ave; New York, N.Y.
10017; 212-972-4880;
fax: 212-972-4885

Premium vclune

% Tre:ty.
Gross revenues . .

Total employees.
Treaty.

Founded: 1983.

Specialties: Finite risk reinsur-
ance, spread loss reinsurance, tradi-
tional reinsirance.

Licensed reinsurance interme-
diary in: New York.

Conducts business: Nationwide.
Officers: Ardian Gill, chairman;

Kirk Roeser, president; Steven Bol-
land, David Koegel, senior vps.

Contact: Robert Kaufman, presi-
dent, Creatwe Strategies Inc., 25 W.
39th St., Nea York, N.Y. 10018, 212-
302-2080.

ForMany Insurers, Dening The 4,ril . •
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1991

NA

100%

NA

11

11

Greig Fester Inc.
1 Liberty Plaza, 165 Broadwag,
New York, N.Y. 10006;
212-227-1600; fax: 212-227-0500

1991 1990

Premium volume. $60,000,000 $60,000,000
9* Treaty..

3%

95% 97%

% Facultative. 590

Gross revenues. NA NA

Total employees. 34 27
Treaty... 30 23

Facultative... 4 4

Founded: 1981.

Parent: Greig Fester Ltd.
Branch offices: Minneapolis, Chi-

cago.
Subsidiaries: Ashwood Interme-

diaries Inc., New York.
Specialties: Property, casualty,

credit and surety treaty business, ca-
sualty facultative.

Licensed reinsurance interme-
diary in: New York.

Conducts business: Nationwide.
Officers: Michael Simmonds, chair-

man/president; Drew Beauchamp, Tim
J. Poeton, executive vps; Frank J
Lyons, vp, treaty; Christopher Guzman,
Robert J. Tanguay, Michael E. Stand-
ing, assistant vps, treaty; Gregory E.
Bliss, assistant secretary, treaty; Joseph
R. Curcio, senior vp, facultative; James
G. Cerreta, Richard D. Stary, vps, fa-
cultative; Thomas J. West, assistant sec-
retary, facultative; Patrick Denzer, Tim-
othy Lenker, vps, agricultural; R. Bebe
Hayes, assistant vp, agricultural.

Contact: Drew Beauchamp.
Membership: Brokers & Reinsur-

ance Markets Assn.

H
H&H Re-Insurance

Brokers Ltd.

P.O. Box HM 1861, Chevron
House, 11 Church St., Hamilton,
Bermuda; 809-295-3342;
fax: 809-295-4065

1991 1990

Premiurn volume. $9,500,000 $9,500(00
% Treaty. 90% 90%

% Facultative. 10% 10%

Continued on next page

Anybody who thinks the older-age market consists solely
of grey-haired people in rockng chairs needs to take
another look. Plenty of today's 70-year-olds prefer scuba
diving to checkers. And they don't even own a pair of
orthopedic shoes.
New wrinkles for insumnce.

Many insurers are developing new products to tap the
potendal of this new market From long-term care policies
to accelerated benefits riders. Others are irying to figure
out how to approach tradilional products for the older ages.

Some of these companies, however, are getting expert
help. They're the reinsurance clients of Uncoln National.

They know we can help with the thomy issues. Namely,
how will your underiters assess the funcdonal and
cognitive capabilities of a 71-year-old? How do you know
what «standard" morbidity and mortality should be?
You can't play by the old rules anymore.

lincoln Naonal offers vou new resources in developing a
sound program for the older-age market Our long-term
care underwdung manual, for example. Special older-age
life underwriting guidelines. Not to mention consultadve
help from experienced pricing specialists, underwriters and
medical directors.

In tough &nes like these, you should expect more from
your reinsurer. Including support in emerging markets. To
find out more, call Joanne Colrms, Director of Markedng, at
1-800-441-3989 or your Lincoln Nadonal account executive.

*rl LINCOLN NmIONAL
1 1 REINSURANCE
Apanot LINCOLN NATIONAL CORPORATION

The Reinsurance Resource.

1300 & Clinton St. • Fort Wayne, Indiana 46801

1990

NA

100%

NA

11

11



Continued from previous page
1991 1990

Gross revenues... NA NA

Total employees.. 8 8

Founded: 1977.

Specialties: Reinsurance for do-
mestic specialty companies and self
insured programs including captives,
risk retention groups and qualified
self insured funds.

Licensed reinsurance interme-
diary in: Bermuda.

Conducts business in:'Bermuda.
Officers: Simon C. Everett, presi-

dent; W.H. Outerbridge, vp.

Heddington Brokers Ltd.
P.O. Box HM 1187, Hamilton HM
EX, Bermuda; 809-295-3063;
fax: 809-292-3548

Premium volume.

% Facultative.

Gross revenues..

Total employees.

Founded: 1981.

Parent: Heddington Insurance
Ltd., Willis Corroon P.L.C.

Subsidiaries: Willis Corroon Hed-
dington Ltd., London.

Officers: R.C. Golden, president/
chief executive officer; M. Dobbie,
senior vp; M.G. Randall, vp; J.O.
Heyliger, assistant vp.

Membership: Brokers & Reinsur-
ance Markets Assn.

G.L. Hodson & Son Inc.
Wall Street Plaza, New York, N.Y.
10005-1843; 212-344-7600;
fax: 212-344-4646

1991 1990

Premium volume. $442,000,000 $335,000,000

%Treaty... 95% 90%

% Facultative. 5% 10%

Gross revenues*. $25,000,000 $23,500,000

Total employees. 203 195

Treaty . 193 180

Facultative. 10 15

Founded: 1924.

Parent: Willis Corroon Group
P.L.C.

Branch offices: Burlington, N.C.;
Atlanta; Minneapolis; San Francisco;
Calabasas, Calif.

Acquisitions: Reinsurance Alter-
natives Inc., Minneapolis (April
1992).

Specialties: Life, accident and
health; marine; commercial auto;
aviation; surety and fidelity; medical
malpractice; lawyers professional li-
ability; agricultural; municipal lia-
bility; workers comp.

Licensed reinsurance interme-
diary in: Arizona, California, Min-
nesota, New York, Texas.

Conducts business: Nationwide.
Officers: Stephen A. Crane, presi-

dent/chief executive officer; Horace
M: Johnson, George P. Reeth, Richard
E. Swager, executive vps; Terrance
K. Russell, Neill A. Currie, Robert E.
Hykes, senior vps.

Contact: Stephen A. Crane.
Membership: Brokers & Reinsur-

ance Markets Assn.

* Bl estimate.

Holborn Agency Corp.
90 John St., New York, N.Y. 10038;
212-267-0224; fax: 212-964-0919

1991 1990

Premium volume. NA NA

Gross revenues... NA NA

Total employees. 44 40
Treaty. 44 40

Founded: 1920.

Specialties: Property and casualty
reinsurance.

Licensed reinsurance interme-
diary in: New York.

Officers: John N. Gilbert Jr., presi-
dent; James A. Cathcart III, execu-
tive vp; Joseph N. Gaffney, senior vp.

Membership: Brokers & Reinsur-
ance Markets Assn.

I
IOC Reinsurance

Brokers Ltd.

67 Yonge St., Suite 902, Toronto,
Ontario MSE 1JB; 416-863-6665;
fax: 416-863-3961

1991

Premium volume. $45,000.000

%Treaty... 90%
% Facultative. 10%

Gross revenues.. NA

Total employees. 14
Treaty.... 8
Facullative.. 2

1991

NA

95%

NA

18

1990

$40,000,000
90%

10%

NA

14

8

2

1990

NA

95%

NA

18

Founded: 1980.
Parent: Mmet Re.

Officers: Bob Inks:ter, Joe O'Con-
nell, director

Contact: Michael Dodd, vp-fi-
nance and administra:ion.

Independent Brokers Ltd.
20 Red St, P.O. Bax HM2070,
Hamil.on HIM HX, Bermuda;
809-295-1646; fax: 809-292-8062

1991 1990

Premium wolume. $3,10Q,000 $5,250,000

% Tresty. 43% 80%

% Facultati.. 57% 20%

Gross rer enies.-. $124,000 $145,000

Total empbyees.. 7 10

Trea-y....... 2 2
Faculta.ive 2 2

Founded: 1984.

Parent: Independent Management
Group Ltd.

Specialties: Medical malpractice.
Licensed reinsurance interme-

diary in: Bemuda.
Conducts business in: Bermuda.

Officers: Peter J.N. Strong, presi-
ddnt

Continued on next page

Wantspecialti" insurance
,th a personal touch?
Talk to the Bl,n¥nyards

The personal approach
the Brownyards have taken
toward their security guard
coverages for nearly 40
years is also being applied
to their country club and
pest control coverages.

In all three areas, the
Brownyards are providing
steady, dependable cover-
age year after year-through
soft and hard markets.

Put the Brownyard per-
. liwi./. sonal approach to work for
' ="- 4' -- you. Talk to Brendan, Bruce

.-4/ i ' 1 19- 1  or Bryan-for security guard,
a.6./--.i   country club and pest con-

'sr'  trol coverages that you can
8/1/, <9T-- count on. Talk to theBrownyards.

THE BROWNYARD
\ GROUP
21 Maple Avenue, CN9175

Bay Shore, New York 11706-9175
BOO 645-5820 • In NY: (516) 666-5050 • FAX: (516) 666-5723

i
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Continued from previous page

Industrial,Re
International Inc.

1 Wall Street Court, Suite 403, New
York, N.Y. 10005; 212-425-4683;
fax: 212-425-4340

Premium volume.

%Treaty.
% Facultative.

Gross revenues..

Total employees.

Treaty.
Facultative.

1991

$6,500,000
10%

90%

NA

8

2

3

1990

$4,500,000

10%

90%

NA

7

2

3

Founded: 1987.

Branch offices: Miami.

Specialties: All marine and non-
marine classes.

Licensed reinsurance interme-

diary in: New York.
Conducts business in: New York,

Miami.

Officers: Rene Gutierrez, presi-
dent; Richard F. Durett, Dr. Isidro
Oviedo, directors; Francisco Padilla,
chief financial officer.

Intere Intermediaries Inc.

199 Water St., New York, N.Y.
10038; 212-809-3900;
fax: 212-514-5959

1991 1990

Premium volume. $486,000,000 $435,000,000
% Treaty. 100% 100%

Gross revenues.. NA NA

Total employees. 176 182

Treaty. 176 182

Founded: 1919.

Parent: Minet Re North America Inc.

Branch offices: New York; Itasca,
Ill.; Philadelphia; Topsfield, Mass.;
San Francisco; Atlanta; Dallas.

Subsidiaries: Intere (Bermuda)
Ltd., Hamilton, Bermuda.

Specialties: Property and casualty;
marine and aviation; life, accident and
health; domestic and international.

Licensed reinsurance interme-

diary in: New York, Georgia, Cali-
fornia, Illinois, Pennsylvania, Texas.

Conducts business in: New York,
Georgia, Pennsylvania, California, Il-
linois, Texas, Massachusetts.

Officers: Daniel Colello, president/
CEO/COO; Wallace Winter, vice chair-
man; Michael Woll, senior executive vp/

chief administrative officer; Thomas
McGrath m, senior ececutive vp; Albert
Devon Jr., Kenneth Fewell, Brian Kee-
gan, executive vps; Charles Caporale, se-
nior vp/treasurer; Robert Mendes, senior
vp/general counsel; Ronald Fazio, senior
vp/secretary; Ronald Molatto, Thomas
Kelley, Arthur Schuessler, senior vps;
Robert Race, vp; Robert Hedges, presi-
dent-Intere (Bennuda) Ltd.

Contact: Daniel R. Colello.

Membership: Brokers & Reinsur-
ance Markets Assn.

1
JBW & Co. Inc.

1450-C Enea Circle, Suite 690,
Concord, Calif. 94520;
510-680-8060; fax: 510-680-1421

1991 1990

Premium volume. $27,700.000 $21,500,000
%Treaty.... 100% 100%

Gross revenues.. $1,400,000 $1,600,000

Total employees. 24 26
Treaty. 24 26

Founded: 1980.

Parent: Concord General Corp.
Branch offices: Newark, Ohio;

East Meadow, New York; Edison,
N.J.; Dallas.

Specialties: General property and
casualty including auto liability and
physical damage, limited accident
and health.

Licensed reinsurance interme-
diary in: New York, Texas.

Conducts business in: California,
Georgia, Florida, Illinois, Texas, Ohio.

Officers: Roland Roth, president;
Phil Russo, Tom Thie, executive vps;
Peter Norton, Gary Christensen, Don
Nixon, John Broadnax, Ed Lukco, Phil
Cawley, senior vps; Terry Quested, vp.

Contact: Peter Norton.

J&H Intermediaries

P.O. Box HM 68, Victoria Hall,
Victoria St., Hamilton HM AX,
Bermuda; 809-292-1552;
fax: 809-292-2091

1991 1990

Premium volume. NA NA

Gross revenues.. NA NA

Total employees. 25 22

Accord Re Ltd
THE FRONT EDGE FINANCIAL REINSURANCE SPECIALIST

ACCORD RE provides one of the largest and most significant

International Financial Reinsurance facilities

ACCORD RE includes the combined strength and resources from

• Years Of personal expertise in the Industry

• Association with Continental Insurance

• Substantial professional retrocessional capacity

0 Cost effective structure

ACCORD RE specialises in customising financially

oriented reinsurance solutions generating an extensive

range of Financial Reinsurance products

ACCORD RE supports the Brokerage Community worldwide

ACCORD RE is eager to discuss your

Financial Reinsurance requirements

Contact ACCORD REat

The Continental Building, 25 Church Street, Hamilton, Bermuda

P.O. Box HM 1760

Hamilton, Bermuda HM HX Telephone: 809-292-4006 Facsimile: 809-292-3686

Founded: 1978.

Parent: Johnson & Higgins.
Specialties: Direct offshore alter-

native market excess liability, direc-
tors and officers, professional and fi-
duciary liability, facultative re-
insurance and captive orientated re-
insurance programs, financial rein-
surance and derivative products.

Licensed reinsurance interme-
diary in: Bermuda.

Conducts business: Worldwide.

Officers: Brian R. Hall, chairman;
L. John Goldberg, senior vp/man-
ager; Richard Reynell, Cathy Lord,
Tony Hay, vps.

J.B. Johnson

Intermediary Inc.
1776 Woodstead Court, Suite 228,
P.O. Box 7508, The Woodlands,
Texas 77387; 713-292-4023;
fax: 713-292-1106

Premium volume.

% Treaty.
Gross revenues.

Total employees,
Treaty.

1991 1990

$25,000,000 $24,000,000
100% 100%

NA NA

4' 4

4 4

Founded: 1979.

Specialties: Life, accident and
health, occupational accident, self-
funded.

Licensed reinsurance interme-

diary in: New York.
Conducts business in: New Jer-

sey, Pennsylvania, Kentucky, Flor-
ida, Georgia, New Mexico, Texas,
Oklahoma, Louisiana, Arizona, Utah.

Officers: Joel B. Johnson II, presi-
dent; Molly K. Johnson, secretary/
treasurer.

Contact: Joel B. Johnson II.

K

J.L. Kelley Inc.
784 Franklin Ave., Franklin Lakes,
N.J. 07417; 201-891-7920;
fax: 201-891-6956

Premium volume.

%Treaty.....
% Facultative.

Gross revenues .

Total employees.
Treaty.
Facultative.

Founded: 1975.

Parent: Kelley Holdings Inc.
Branch offices: Chicago.
Specialties: Property, casualty,

accident and health, life and marine
treaty, casualty facultative.

Licensed reinsurance interme-

diary in: New York, Minnesota,
Texas.

Conducts business: Nationwide.

Officers: Joseph L. Kelley, chair-
man; David Gilligan, president/chief
executive officer; Bernard.J. Bowden,
executive vp

Kirkway International Ltd.
Belvedere Building, Pitts Bay Road,
P.O. Box HM 2340, HM JX,
Hamilton, Bermuda; 809-292-7569;
fax: 809-292-3299.

Premium volume.

% Treaty.
Gross revenues..

Total employees. .
Treaty.

1991

NA

100%

NA

2

2

Founded: 1982.

Specialties: Captive reinsurance,
financial and finite reinsurance, self
insured workers compensation rein-
surance, surety reinsurance, low level
casualty reinsurance.

Licensed reinsurance interme-

diary in: Bermuda.
Officers: Michael Woodroffe, pres-

ident.

Le Blanc de Nicolay U.S. Inc.
140 E. 45th St., New York, N.Y.
10017; 212-972-7090;
fax: 212-687-4852

Premium volume.

% Treaty.
Gross revenues.

Total employees.
Treaty.

L

1991

$45,000,000
100%

$811,958
7

7

1991

NA

99%

1%

NA

Z5

22

3

1990

$50,000,000
100%

$800,292

6

6

1990

NA

92%

8%

NA

25

20

5

Founded: 1986.

Continued on nezt page

1990

NA

100%

NA

2

2
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Continued from previous page Licensed reinsurance interme- Licensed reinsurance interme- Specialties: Accident and health. 1991 1990

Parent: Le Blanc de Nicolay Reas- diary in: New York diary in: New York life, specialty accident and health Premium volume NA NA

surance, Paris Conducts business in: New York Conducts business: Nationwide sub-lines Gross revenues NA NA

Total employees 5 4
Specialties: Property and casualty Officers: Rachel Treichler, presi- Officers: Joseph Fahys, president Conducts business: Nationwide

risks, life, accident and health risks, dent Officers: Bryan S Reid III, prese-
credit and financial risks, interna- dent, Elizabeth D Manner, ser lor Founded: 1976

tional risks, marine and aviation vp Erin L Bennett, vp Parent: National Reinsurance

risks Medical Risk Corp
Licensed reinsurance interme. Meadowbrook Intermediaries Inc. Licensed reinsurance interme-

diary in: New York Intermediaries Inc.
9475 Deereco Road, Suite 310,

Officers: Gilles Lorans, president,
diary in: New York

276 Fifth Ave, Suite 406, New Timontum, Md 21093;
Frank McCranie, executive vp, Wil- York, N Y 10001, 212-545-1555, 410-561-4917, fax 410-561-8221
liam H Asay, vp, Ryoko Mochizuki, fax 212-545-1810

N Officers: Robert W Eager, chair-

assistant vp, Xanthe Kaldis, assistant
1991 1990 man and president, Carl Zuanelli, ex-

1991 1990
secretary

Premium volume $19,576,000 $14,500,000 ecutive vp and managing director,
Premium volume NA NA % Treaty 100% 100% James Brautigam, vp, Renee Walter,
Gross revenues NA NA Gross revenues $979,000 $725,000

W.J. Lehrke Co. Total employees 5 5 Total employees 24 20
National Intermediaries Inc. assistant secretary

Treaty 4 2 777 Long Ridge Road, Stamford,
6600 France Ave S., Ed,na, Minn Founded: 1985 Conn. 06904, 203-329-7700; Contact: Carl Zuanelli

55435; 612-920-1667, Parent: Meadowbrook Inc Founded: 1989 fax 203-329-9027 Continued on next page
fax· 612-920-2039

1991 1990

Premium volume NA NA

%Treaty 95% 95% -

% Facultative 5% 5%

Gross revenues NA NA

Total employees 10 10

Treaty 6 6

Founded: 1973 Meet ThepeopeAN-Licensed reinsurance interme-

Facultative 1 1
, 19 ,

diary in: New York, Minnesota
Conducts business in: Midwest
Officers: Thomas A Lehrke, presi- «

dent, Soren P Sorensen III, vp, Mark

assistant treasurer, Muriel L Chris-
toferson, assistant secretary, Walter

i Linven-. . ReirsF Noack, broker, Marilyn J Olesen,
'% UF

.

t

J Lehrke, secretary
Contact: Thomas A Lehrke

7.j*%'., -: 2 4
1L·  64 6. .Edward Lloyd Ltd. >·* t„ r©<i. :

100 Mennick Road, Suite 510 W,
'44

4 V '.. 8- NO , A,en-
44/ Vlk FSA

Rockville Centre N.Y 11570, +94>

516-763-9320, fax 516-763-6722 5-:b, 4 Af; 9: .

4

,%,

18 . 4.44, „,4 .
1991 1990

.

Premium volume $7,000,000 NA ,,wt..Af: -b4.: 5'1 4

% Treaty 5% NA
-44AF,jitor %65

% Facultative 95% NA 04# Co , 2*5082 - 11: :/
Gross revenues $500,000 NA

Total ernployees
4#re#00 4 -

3 NA

I

Founded: 1983 141,9 Sw4*Re G,»
Parent: Lowndes Lambert Group Vice Pre$ident

Holdings Ltd b

tef
aer#

t

Specialties: International Off

Licensed reinsurance interme-
e

diary in: New York 1 *SYS'
ef'

Officers: John Mammix, president
uer, 0*227 Part Aven

4907409'678
(2121907

Stephen J. Lockwood & Co. 4

401 Edgewater Place, Wakefield,

STEFHEN F PATTERSON, CPCU

CorpoatknA memberot

NY 10017

Ira

Mass 01880, 617-245-4559,
fax 617-245-0052 I i +

VIGe Piestent

S.1
Premium volume $87,000,000 $76,000,000

% Treaty 97%

AIRIUM Corporahon a mswber 0% the Swiss Re Group
1991 1990

11

979b

11

STEVEN F FALLON, FCAS

REP»-
% Facultative 3% 3%

Gross revenues NA NA

Total employees

200 Pa* Menus
New *irk. NY 10166
212/978#38

Treaty 11* 11*
BRUCE P REICH res*&CaA

FAX 2129*5083 1 Senior Vice President

Facultative 11* 11*

ATRCUM Cotparation A member of :he Sms$ Re Group* All employees perform both treaty and 2,294?AiF'46
facultative work

200 Park Avenue 41»41 4,¥2.'*k65Founded: 1977 New York, NY 10166

Parent: LDG Management Co Inc
1113 212,73,5068

F>12 FAX 2121973-5083

Branch offices: New York

Specialties: Occupational acci 44
dent, aviation, workers compensation #TR{UM Corporatton A member of the Swiss Re Group

carve out, specific and aggregate
medical stop loss, special risk acci- %,1
dent and health

Licensed reinsurance interme- - I * 4 -rgj€1VgsT
diary in: Massachusetts, New York,

fp:k-

Illinois
poloup 0 OWEN WHITBY. Ph[) ASA, CPCUExecutive Vice Prestden

S;M:5 Mnrf'ordcdoeod / .

ATRIUMCOrpo
II

SlderltInarolInosAs, trwin, Robert f 6

E LaPorta, Donald V Reilly, senior 0.

. 200 Park AvenU8 . 1ew YorK NY 10166
Contact: Jerilynn M Ross

212*)73·507T
6 FAX 212/9735083

ATRiUM Corpora*, A membet at the Swlss Re Grauc)
M ste·'4'. .,,/L. f

r

.

Manhattan r,_412.

Intermediaries inc.
.

45 John St, Room 906, New York,
N Y. 10038; 212-608-1849, P' 0 (mx1*tim rcla,#sr1 ?A•l,JYGE#48* p/&&71liri# Colrialiall

<4 7 Ch
fax 212-406-9186 . · : 0 %*4*55*lifiI*%%1mrirs@'4im#(n]Emtki)(siNMAE(SE*tkmmn(jam *451*ID@*im[1¢1§[f #em@ER*li¥18

1991 1990
. Y

... - - k1**,Udp(*D *.a]Xor.*QI@@*=)11&8 likl@(S!!m
Premium volume NA NA

Gross revenues NA NA 19953{0*8*)8,«hi) OI[Binnubp * 0*R[lr¤irs@ 0/Wpam //90%*8'*Bj (mill [thE [#041£IM 22 kimTotal employees 1 1
0si/rss,W&11£,5/07f/'/O #Di/£019/.

Founded: 1989

Specialties: Financial guarantee Sm;v,i*40- *iltle#imt,flii} ODIFId# 1]11]@giPWA(I@
BILF*w *#Mi#imsand surety, portfolio reinsurance, in- - ·*W!&*ibbl;liban L.#Wh 01=dimnamilham@Vidb#*11

ternational

For an explanation of di-
rectory terms and criteria see '

directory guide, page 38
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P
PWS Holdings P.L.C.

52-56 Minories, London, England
EC3N 1JJ; 44-71-480-6622;
fax: 44-71-702-1689

1991 1990

Premium volume. $450,000,000 $525,000,000

% Treaty. 12% 11%

% Facultative. 88% 89%

Gross revenues.. $32,500,000 $32,500,000
Total employees. 276 320

Treaty. 20 20
Facultative. 60 50

Founded: 1964.

Branch offices: New York; Lon-

don; St. Peter Port, Guernsey; Hamil-
ton, Bermuda; Copenhagen, Den-
mark; Warsaw and Lodz, Poland;
Singapore.

Subsidiaries: PWS International,
London; PWS North America, Lon-
don; PWS Energy, London; PWS
USA Inc., New York; Thurgood,

j

Farmer & Hackett, Lindon; PWS
Overseas Holdings, New York, Lon-
don; PWS Life & Pensions, London;
?WS International Poland S.A., War-
saw, Poland; PWS South Africa
.PTY., Capetown, South Africa;
3urns-Crosson Ltd, Manchester, En-
gland, and PWS Asia Pacific, Singa-
pore.

Acquisitions: PWS International
.Poland S.A., Warsaw and Lodz, Po-
and (February 1991); FWS Asia Pa-

eific, Customs House, Singapore (De-
eember 1991); Burns-Crosson Ltd.,
U.K. (May 19921.

Specialties: International prop-
erty and casualty, U.S. domestic
property and casualty, international
property and casualty treaty, acci-
dent and health facultative and

;reaty, international and domestic
energy, aviation excess of loss, direc-
lors and officeLs, financial. Canadian
binders, marine insurance services.

Licensed reinsurance interme-

diary in: New York.
Conducts bu siness: Worldwide.

Officers: C.E. Aman III, director/
-p-PWS USA Inc.; Peter J. English,

group managing director; Kevin
Hubbard, international director.

Contact: Charles E. Aman III, 212-
791-9350; Peter J. English or Kevin
Hubbard, 44-71-480-6622.

Pearson & Georgi
International Inc.

117 Washington St., Hoboken, N.J.
07030; 201-656-0800;
fax: 201-656-3412

1991

Premium volume. $87,200,000
% Treaty. 90%

% Facultative. 10%

Gross revenues. $2,230,000

Total employees.. 30
Treaty...... 24
Facultative. 6

1990

$86,000,031
9/9

1 CS

$2,101,01}
3}

21

3

Founded: 1979.

Parent: Pearson & Georgi Hold-
ings Inc.

Subsidiaries: Pearson & Georgi
(Europe) Ltd., Athens, Greece; Per-
son & Georgi (Hellas) S.A., Athens,
Greece; Pearson & Georgi (S.E. Asia)
Inc., Manila, Philippines.

Specialties: Accident and health,
workers comp, marine reinsurance,

all classes of property arri casualty
reinsurance.

, Licensed reinsurance interme-
: diary in: New York, New Jersey.
i Conducts business: Wcr_dwide.

1 Officers: Fred H. Pearson, chair-
; man; Ernest G. Georgi, president;

chief execu:ive off: cer; Joseph A.
Zaffarese. managing direetor; Ro-
dolfo A. Agatep, executive vp; Aret
Tasciyan, Lena Ci:lpepper: Philip Sa-
linardi Jr. vps; :ohr Locke, manag-
ing director-Pearson & Georgi (Eu-
rope) Ltd.; Yannis Linos-managing
director PG (Hell:s) S.A.; ConstanciD
B. Diaz, manag ng director-P.G
(S.E.A.) In:.

Donald B. Peat
& Associates Inc.

406 Sarasota Quay, Sarasota, Fla.
34235; 813-957-3997;
fax: 813-955-2148

Premium volume.

Gross revenues.

Total employees
Treaty.

* 1992 figures.

1991

NA

NA

4*

2*

r

\

\

At Alexander Re, we've realignedourselves 1f
to be with you at every turn; to respond to your \
requirements and to continue to offer you the 1,
integrity, flexibility and innovation you expect.

We've Pfoven we have the knowledge
and agility it takes to handle even the

toughest reinsurance assignments.

Thfough our reinsurance intermediary
/ervices, we are dedicated to helping you

make sense of an increasingly complex

glal-reinsurance-marketplaceWhat's
 »  more we'reallied with one of the world's\

eading«nes in insurance broking and
, risk management consulting services.

A Alexander
AVIA Re \

The Qimlity Dijference

Stamford I New York I Boston I Cbicago I San Francisco

The triangle symbol and Alexander Re are service marks for reinsurance 17termediary services of Alexander
Reinsurance Intermediaries..Inc., a subsidiary of Alexdnder & Alexander Services inc.

1990

Na

Na
Na
Na

Founded: 1992.

Specialties: Property, casualty,
life, accident and health.

Licensed reinsurance interme-

diary in: New York.
Conducts business: Nationwide.

Officers: Donald B. Peat, presi-
dent.

Pegasus Advisors Inc.
Tower Business Park, 86
Hopmeadow St„ P.O. Box 398,
Simsbury, Conn. 06070;
203-651 -0641; fax: 203-658-5470

1991 1990

Premium volume. NA NA

% Treaty. 100% 100%

Gross revenues... $1,210,000 $550,000

Total employees.. 5 3
Treaty. 5 3

Founded: 1989.

Parent: Skandia America Corp.
Specialties: Finite risk transac-

tions.

Licensed reinsurance interme-

diary in: New York.
Conducts business: Nationwide.

Officers: Greg Leonard, president;
Larry Frank, vp; Joe Abbot, assistant
VP.

Contact: Rose Komanetsky.

Peglar & Associates Inc.
100 Prospect St., Stamford, Conn.
06901; 203-325-0863;
fax: 203-359-2658

1991 1990

Premium volums. NA NA

%Treaty. 100% 100%

Gross revenues.. NA NA

Total employees. 15 16
Treaty... 15 16

Founded: 1986.

Branch offices: Philadelphia.
Specialties: Property and casualty

treaty reinsurance.
Licensed reinsurance interme-

diary in: New York.
Conducts business in: California,

Colorado, Connecticut, Florida,
Georgia, Illinois, Massachusetts, Mis-
souri, New Jersey, New Mexico, New
York, Pennsylvania, Texas.

Officers: Robb K. Peglar, presi-
dent/chief executive officer; Charles
A. Morton, secretary/treasurer/chief
financial officer; Michael J. Moran,
vp; George F. Baumann, vp; Vern W.
Ismen, associate director.

Contact: Meredith B. DiLeo, office
manager.

Preferred Reinsurance

Intermediaries Inc.

14 Monckton Blvd., Columbia, S.C.
29206; 803-790-4800;
fax: 803-790-4825

1991

Premium volume. $72,000,000
%Treaty.. 100%

Gross revenues... NA

Total employees 21
Treaty 21

1990

$65,000,000
100%

NA

15

15

Founded: 1983.

Branch offices: Port Washington,
N.Y.; Woodland Hills, Calif.

Licensed reinsurance interme-

diary in: New York.
Conducts business: Worldwide.

Officers: Robert H. Sanders, presi-
dent; Karen N. Basso, senior vp;
David L. Coulter, Robert P. Hodson,
Veritha W. Lee, Kevin M. Elmore, S.
Oliver Hines, vps.

Contact: Charles W. Perry.

R

RBI Insurance Services

908 Pompton Ave., P.O. Box 308,
Cedar Grove, N.J. 07009;
201-857-1466; fax: 201-857-1487

1991 1990

Premium volume. NA NA

%Treaty..... 70% 70%

% Facultative. 30% 30%

Gross revenues.. NA NA

Total employees. 4 4

Founded: 1978.

Specialties: Premature infant re-
insurance facility; stop/loss coverage
and risk transfer for life, health,
HMOs and PPOs; fronting programs
and creation of insurance entities for

health providers.
Continued on nextPage
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Licensed reinsurance interme-

diary in: New York.
Conducts business in: New York,

New Jersey, Pennsylvania.
Officers: Paul Wolf, president.

RFC Intermediaries Inc.
1117 Perimeter Center West,
Atlanta, Ga. 30338; 404-392-9541;
fax: 404-392-1464

1991 1990

Premium volume. $120,000,000 $120,000,000
% Facultative. 100% 100%

Gross revenues... NA NA

Total employees.. 85 96
Facultative. 85 96

Founded:. 1972.

Parent: Minet Re North America
Inc.

Branch offices: Atlanta; Itasca,
Ill.; Hartford, Conn.; Philadelphia;
Dallas; San Francisco; New York.

Specialties: Domestic and inter-
national facultative reinsurance.

Licensed reinsurance interme-
diary in: New York, California, Illi-
nois, Pennsylvania, Georgia.

Conducts business in: New York,
California, Georgia, Texas, Connecticut,
Illinois, Pennsylvania, Minnesota.

Officers: Daniel R. Colello, presi-
dent/chief executive officer; Michael
G. Woll, senior vp/chief administra-
tive officer; Robert L. Mendes, senior
vp/general counsel; Charles M. Ca-
porale, senior vp/treasurer; Albert J.
Devon Jr., Kenneth R. Fewell,
Thomas F. McGrath III, Nicholas Me-
sogiones, Robert Mikalouskas, senior
vp; Jeffrey C. Gurtler, Patrick
Meagher, vps.

Contact: Daniel R. Colello, 212-
809-3900.

Re/Insurance Brokers Inc.

100 Brookwood Place, Suite 605,

Birmingham, Ala. 35209;
205-871-4949; fax: 205-871-4950

1991 1990

Premium volume. $9,340,000 NA

%Treaty.... 100% 100%

Gross revenues.. NA NA

Total employees.. 2 3
Treaty.. 2 3

Founded: 1990.

Specialties: Professional liability,
accident and health disability, finan-
cial reinsurance.

Conducts business: Nationwide.

Officers: Dale Busby, president.

Reinsurance Brokers Co.

3545 N. 1-10 Service Road, Suite

300, Metairie, La. 70002;
504-455-4545; fax: 504-888-6645

1991 1990

Premium volume. $3.000.000 $4,900,000
% Facultative. 100% 100%

Gross revenues... $100,000 $125,000

' Total employees.. 4 4
Facultative... 4 4

Founded: 1982.

Parent: Hilb, Rogal & Hamilton
Co. of Louisiana.

Specialties: Property, casualty,
marine, aviation, international.

Licensed reinsurance interme-

diary in: Louisiana.
Conducts business in: Most U.S.

states, Europe, Bermuda.
Officers: J. William Sherar, divi-

sion president; James A. Gardner,
William G. Sherar, vps; Virginia M.
Baber, assistant vp.

ReSOURCE Intermediary
Group Ltd.
200 Berwyn Park, Suite 110,
Bervvyn, Pa. 19312; 215-647-9500;
fax: 215-647-4329

1991 1990

Premium volume. $142,700,000 $147,850,000
%Treaty.. 100% 100%

Gross revenues... $1,971,041 $2,114,000

Total employees.. 24 22
Treaty. 16 15

Founded: 1987.

Acquisitions: Intervest Financial
Services Inc. (February 1992), Cross-
Com Trading Network Inc. (May 1992).

Specialties: Life, health, property
and casualty reinsurance, insurer
merger and acquisition, investment
banking, acquisition financing.

Licensed reinsurance interme-

diary in: Pennsylvania, New York.
Conducts business: Nationwide.

OfficerS: Larry E Fondren, presi-
dent; Michael J. Di Loreto, Benedict
J. Iacovetti, vps; Karyl J. Wittlinger,
vp/secretary/treasurer.

Contact: Larry E Fondren.

Founded: 1979.

Parent: Jardine Matheson Holding
Ltd.

Specialties: Surety, accident and
health.

Licensed reinsurance interme-

diary in: New York.
Conducts business: Nationwide.

Officers: John D. Sayer, president;
John S. Yeuroukis, executive vp;

Continued on next page
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John D. Sayer & Co.
Princeton Pike Corporate Center,
1009 Lenox Drive, P.O. Box 6400,
Lawrenceville, N.J. 08648-0400;
609-896-0555; fax: 609-896-2666

1991 1990

Premium volume. $100,000,000 $90,000,000

% Treaty. 100% 100%

Gross revenues... $4,700.000 $3,500,000

Total employees.. 17 14

Treaty.. 17 14

4
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MARKET

STIMULUS: Many insurers have not
been responsive to the insurance
needs of attorneys.

HOME
RESPONSE: "The Home has re-

sponded to those needs. We're the
single largest provider of Lawyers
Professional Liability in the U.S.. and
our program is endorsed by many
state and local bar associations.

.rt

-

"Our coverages run the gamut
-from sole practitioners to large
firms. And our limits range from

$100,000 to $10
million."

JIM NIHAN. Vice President
(212) 530-7350

HOME INSURANCE Fillii
SPECIALTY LINES DIVISION

m .---1 Im= =7-
m 91-1 =lili--

4

Tdday's employee health care system is shot full of holes. Unnecessary surgical
procedures, extended hospital stays, inappropriate diagnostic testing over-utilization of
psychiatric and substance abuse benefits, code gaming and the rubber stamping of claim
payments can seriously drain a company's proftts.

Insurers that address only one or two of these problems won't stem the flow.
At ITT Hartford, we take a total approach to cost containment. Managed care

networks, utilization management (including psychiatric and substance abuse review),
hospital bill audits, health care provider profiling and careful attention to mon-
itoring and managing claims are all part of our process.

Everybody's plugging cost containment these days. The ITT Hartford ,bl
difference is a strategy that's as comprehensive as it is conscientious. %*an'Wt"Mss*#

For a program that holds wate talk to us. ITT HARTFORD

ForThe Best In Life-And Health.
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John E. Januszewski Jr., vp/control-
ler; Demerest S. Newman, Joseph A.
Zaffarese, senior vps; Glen T. Jack-
son, vp.

Smyth, Sanford
& Gerard Reinsurance
Intermediaries Inc.

135 William St; 16th Floor, New
York, N.Y. 10038; 212-374-1323;
fax: 212-693-0722

1991 1990

Premium volume. $30,000,000 $25,000,000

% Treaty..... 37% 40%

% Facultative. 63% 60%
Gross revenues... NA NA

Total employees. 16 14
Treaty..... 6 6
Facultative. 10 7

Founded: 1913.

Branch offices: Coral Gables, Fla.
Specialties: Property, casualty,

marine, accident and health, interna-
tional, machinery breakdown and
bloodstock.

Licensed reinsurance interme-

diary in: New York.
Officers: Douglas L. King, presi-

dent.

Sterling Universal Ltd.
4 King St. W., Toronto, Ontario,
Canada MSH 186; 416-364-7231;
fax: 416-364-6826

1991 1990

Premium volume. $150,000,000 $145,000,000

%Treaty..... 97.1% 97%

% Facultative. 2.9% 3%

Gross revenues... $11,400,000 $10,400,000

Total employees.. 83 84
Treaty...... 79 80
Facultative. 4 4

Founded: 1940.

Parent: Alexander & Alexander.

Branch offices: Montreal, Quebec.
Licensed reinsurance interme-

diary in: New York, Jamaica, Can-
ada.

Conducts business in: Puerto

Rico, Bermuda, Jamaica, Trinidad,
Barbados, Antigua, all English-
speaking Caribbean islands.

Officers: Bent Sorensen, presi-
dent/chief executive officer; Malcolm
E. Thorn, executive vp; John D.
Holmes, senior vp/secretary; Ford
Crutcher, Paul Mittertreiner, Michael
Mulville, David Warren, senior vps;
Pierre Asselin, senior vp/branch
manager (Montreal).

Contact: Bent Sorensen.

G.J. Sullivan Co.

800 W. Sixth St., Los Angeles, Calif.
90017; 213-626-1000

1991 1990

Premium volume. $257,000,000 $230,000,000

% Treaty. 100% 100%

Gross revenues.. NA NA

Total employees. 50 40

Treaty.. 50 40

Founded: 1980.

Parent: Gerald J. Sullivan & Asso-
ciates.

Branch offices: New York; Seat-
tle; Columbia, S.C.; Birmingham,
Ala.; Toronto.

Subsidiaries: G.J. Sullivan Co.

Ltd., Toronto.
Acquisitions: Kininmonth Lam-

bert & Co. Ltd. (June 1991).
Specialties: Surety, professional

liability.
Licensed reinsurance interme-

diary in: New York.
Conducts business: Nationwide,

Canada.

Officers: G.J. Sullivan, chairman;
Ronald J. Taylor, president; J.F. Sul-
livan Jr., Suzanne M. Allaway, Julius
Friedman, Paul G. Wayne, senior
vps.

Contact: Louise M. Sullivan, Ron-
ald J. Taylor.

Sullivan Payne Co.
1501 Fourth Ave., Suite 1400,
Seattle, Wash. 98101 ;
206-223-1200; fax: 206-625-6926

1991 1990

Premium volume. NA NA

%Treaty... 9096 90%

% Facultative 10% 10%

Gross revenues'. $54,500,000 $52,000,000

Total employees. 365 390

Treaty.... 305 325

Facultative_ 60 65

Founded: 1928.

Parent: Sedgwick Group P.L.C.
Branch offices: Chicago, Dallas,

Los Angeles, New York, Philadel-
phia, Seattle, Toronto and Vancou-
ver, Canada.

Licensed reinsurance interme-
diary in: California, Idaho, Iowa,
Minnesota, Missouri, Nebraska, New
Hampshire, New York, North Da-
kota.

Conducts business: Nationwide.

Officers: Roger Espe, president/
chief executive officer; Bob Holmes,
senior executive vp/chairman & chief
executive officer-SPCo of Canada;
Michael Wybar, W. Brian Smith,
Barbara Btifkin, Victor Arneill, exec-
utive vps; Lewis Hale, executive vp/
chief operating officer; Lennart Bar-
kinge, Anthony Provenzale, Jeffrey
Sirr, Bruce Catherwood, Daniel V.
Malloy, Daniel V. Malloy III, Craig
Ott, Guy Patterson, Jed Rhoads, Mi-
chael Bechtol, Taylor Collings, James
Grieser, John Jolly, Bart Walton, se-
nior vps; Thomas Hopkinson, presi-
dent-SPCo of Canada.

Contact: Roger Espe.
Membership: Brokers & Reinsur-

ance Markets Assn.

* BI estimate.

T.H.B. Intermediaries Inc.

3333 Wilshire Blvd., Suite 711, Los
Angeles, Calif. 90010;
213-388-6630; fax: 213-388-9117

1991 1990

Premium volume. $28,500,000 $27,500,000
% Facultative. 100% 100%

Gross revenues... $2,147,000 $2,133,000

Total employees. 22 25
Facultative. 22 25

Founded: 1984.

Parent: Thompson Heath and
Bond (Holdings) Ltd.

Branch offices: Chicago, New
York.

Licensed reinsurance interme-

diary in: New York.
Conducts business: Nationwide.

Officers: V.H. Thompson, chair-
man/chief executive officer; L.S.

Parks, senior vp (Los Angeles); R. Di-
Clemente, senior vp (New York); W.
Ullmann, senior vp (Chicago); L.A.
Miles, chief financial officer; C. Tay-
lor, vp-claims.

Contact: Richard DiClemente.

Tanenbaum-Harber

Reinsurance
Intermediaries Inc.

320 W. 57th St., New York, N.Y.
10019; 212-603-0362;
fax: 212-582-6256

1991

Premium volume. $25,000,000
% Treaty. 90%

% Facultative. 10%

Gross revenues. NA

Total employees.. 7
Treaty. 6

T

1990

$15,000,000
90%

10%

NA

7

6

Founded: 1986.

Specialties: Risk retention
groups, captives, life, accident and
health, specialty casualty, small com-
pany programs.

Licensed reinsurance interme-

diary in: New York.
Conducts business in: Nation-

wide.

Officers: Robert K. Harris, chair-
man; Walter L. Harris, chief execu-
tive officer; Ronnie Ellen Raymond,
president; Juan Carlos Maldonado,
controller; Laurence T. Tract, assis-
tant vp; Donna L. Fertel, secretary.

Contact: Ronnie Ellen Raymond.

Totsch Enterprises Inc.
8303 W. Higgins Road, Suite 500,
Chicago, 111. 60631; 312-380-8040;
fax: 312-380-8054

1991 1990

Premium volume. NA NA

% Treaty. 95% 95%

% Facultative. 5% 5%

Gross revenues. NA NA

Total employees. 5 5
Treaty.... 4.5 4.5

Facultative.. .5 .5

Founded: 1978.

Specialties: Property, casualty,
crop.

Licensed reinsurance interme-

diary in: New York.
Conducts business: Nationwide,

Canada.

Officers: Marvin D. Tot5ch, presi-
dent; Mary Ellen Totsch, secretary/
treasurer; David A. Totsch, Robert L.
Totsch, William E. Totsch, vps.

Contact: Marvin D. Totsch.

Continued on next page
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Towers Perrin Reinsurance
Mellon Bank Center, 1735 Market
St., Philadelphia, Pa. 19103-7501;
215-963-7700; fax: 215-963-7873

1991 1990

Premium volume. $525,000,000 $500,000,000

% Treaty. 92% 90%

% Facultative. 8% 10%

Gross revenues.. $35,000,000 $34,000,000

Total employees.. 197 210

Treaty... 182 185

Facultative. 15 25

Founded: 1934.

Parent: Towers Perrin Forster &
Crosby Inc.

Branch offices: Hartford and

Stamford, Conn.; San Francisco.
Specialties: Accident and health,

umbrella, medical malpractice, sur-
plus lines, surety.

Licensed reinsurance interme-
diary in: New York, Pennsylvania,
California.

Conducts business: Nationwide.

Officers: Philip W. Mitchell, man-
aging director/chief executive offi-
cer; William H. Eyre Jr., Patrick J.
McFadden, William A. Ray, Chris-
topher T. Brockett, Edwin W. Rayn-
olds, Jacobus Van de Graaf, senior
vps; Mary K. O'Gorman, James T.
Buysse, Peter C. Hearn, vps.

Contact: Philip W. Mitchell.
Membership: Brokers & Reinsur-

ance Markets Assn.

Tretis Group Inc.
101 Spear St., Suite 200, San
Francisco, Calif. 94105;
415-495-3555; fax: 415-495-6735

1991 1990

Premium volume. $80,000,000 $91,500,000

% Treaty.... 100% 100%
Gross revenues.. $3,972.000 $4,352,000

Total employees.. 26 26
Treaty.. 26 26

Founded: 1986.

Specialties: Property, casualty, fi-
nite financial risk.

Licensed reinsurance interme-

diary in: New York.
Conducts business: Nationwide.
Officers: Robert T. Tremelling II,

president; John M. Peeke-Vout,
Mitch Young, directors.

Contact: John M. Peeke-Vout.

U
URTS Reinsurance

Intermediaries Inc.
625 President Kennedy Ave., Suite
300, Montreal, Quebec, Canada
H3A 1 K2; 514-284-9326;
fax: 514-284-3112

1991

Premium volume. $10,000,000

%Treaty.... . 85%

% Facultative. 15%

Gross revenues. NA

Total employees.. 8
Treaty...... 5
Facultative... 3

U.S. Re Corp.
99 Park Ave., New York, N.Y.
10016 212-808-5500;
fax: 212-808-5206

Premium volume.

%Treaty.....
% Facultative.

Gross revenues...

rotal employees.

Founded: 1987

Parent: U.S. Re Cos. Inc.

Branch offices: Atlanta, Dallas.
Conducts business: Nationwide.
Officers: Tal P. Piccione, president/

chief executive officer; Joseph M. Fedor,
executive vp; Loic R. Humphries, John
M. Kwaak, Brian R. McGuire, Richard
D. Wallace, senior vps; Richard Davies,
James B. Wynn, vps.

1991

NA

99%
1%

NA

19

1990

$10,000,000
85%

15%

NA

8

5

3

Founded: 1979.

Parent: The David Group of Cos.
Licensed reinsurance interme-

diary in: Canada.
Conducts business in: Quebec.
Officers: Raymond David, presi-

dent; Joseph Lanzo, general manager.
Contact: Joseph Lanzo.

1990

NA

99%

1%

NA

16

Contact: Richard Davies.
Membership: Brokers & Reinsur-

ance Markets Assn.

V

D.W. Van Dyke & Co.
of Connecticut Inc.

95 Rowayton Ave., Rowayton,
Conn. 06853; 203-855-0499;
fax: 203-852-6776

1991 1990

Premium volume. $500,000,000 $300,000,000
%Treaty..... 95% 95%

% Facultative. 5% 5%

Gross revenues... NA NA

Total employees. 11 14
Treaty.- 16 13
Facultative.. 1 1

Founded: 1978.

Specialties: Life, accident and
health, surplus relief, workers com-
pensation carve-out.

Licensed reinsurance interme-
diary in: New York.

Conducts business: Worldwide.
Officers: Donald W. Van Dyke II,

chairman/chief executive officer;
Donald K. Drelich, president; Robert
A. Welke, senior vp; Chris Koehler,
vp; Lauren M. Kennedy, vp/comp-
troller; Kimberly A. Kulesh, assistant
vp.

Contact: Donald W. Van Dyke II.

Vermont Insurance

Management Inc.
P.O. Box 306, Montpelier, Vt.
05601; 802-229-5042 or
800-872-7175; fax: 802-229-6280

1991 1990

Premium volume. $30,000,000 $22,000,000

%Treaty... 57% 62%

% Facultative. 43% 38%

Gross revenues. NA NA

Total employees. 12 8

Founded: 1981.

Parent: USA Risk Group.
Branch offices: Washington, D.C.;

Sarasota, Fla.

Subsidiaries: Hawaii Insurance
Management.

Acquisitions: Hawaii Insurance
Management.

Specialties: Alternative markets-
captives, risk retention groups,
Pools.

Licensed reinsurance interme-
diary in: Vermont.

Officers: H. Lincoln Miller, Mi-
chad T Rogers.

Contact: Michael T. Rogers.

Westport Reinsurance
Intermediaries Inc.
205 Highway 9, Freehold, N.J.
07731; 908-431-2406;
fax: 908-431-3543

Premium volume.

%Treaty.
Gross revenues.

Total employees.
Treaty...

1991

$8,000.000
100%

$200,000
4

4

Founded: 1991.

Specialties: Property and ca-
sualty, accident and health.

Licensed reinsurance interme-
diary in: New York.

Conducts business: Nationwide.
Officers: Brian Harrigan, presi-

dent; Kenneth French, executive vp;
John Brophy, vp; Sharon Brophy,
secretary/treasurer.

Contact: Kenneth H. French.

Willcox Inc. Reinsurance

Intermediaries
130 John St., New York, N.Y.
10038; 212-952-0650;
fax: 212-952-0295

1991

Premium volume. NA

% Treaty. 99%

% Facultative. 1%
Gross revenues* $35,000.000

1990

NA

99%

1%

$33,000,000

1990

NA

NA

NA

NA

NA

Total employees.
Treaty......
Facultative.

1991

206

204

2

Founded: 1894.

Parent: Johnson & Higgins.
Branch offices: Indianapolis, Los

Angeles, Philadelphia, San Fran-
cisco, London.

Subsidiaries: Willcox Interme-
diaries Ltd., London.

Licensed reinsurance interme-

diary in: California, Indiana, New
York and Pennsylvania.

Conducts business: Nationwide.

Officers: Willis T. King Jr., chair-
man/chief executive officer; Robert
O'Leary, president/chief operating
officer; Thomas Hancock, executive
vp; Charles Griffin, Emmett Henry,
John Reinman, Timothy Rivers,
Francis Sickler, Thomas Wafer, se-
nior vps.

Membership: Brokers & Reinsur-
ance Markets Msn.

* BI estimate.

Willis Corroon's
Advanced Risk

Management Services
Willis Corroon Plaza, 26 Century
Blvd., Nashville, Tenn. 37214;
615-872-3200; fax: 615-872-3333

1991

Premium volume., $49,990,500
% Treaty. 99%

% Facultative. 1%

Gross revenues. NA

Total employees 9

Treaty.. 9

1990

$38,425,000
99%

1%

NA

8

8

Founded: 1973.
Parent: Willis Corroon PLC.

Specialties: Limited purpose in-
surers of medical malpractice.

Licensed reinsuranee interme-
diary in: Tennesse.

Conducts business in: Tennessee,
California, Georgia, Kansas, Kentucky,
Michigan, Ohio, Texas, Utah, Wiscon-
sm.

Officers: Manny D. Buzzell, vice
chairman; E. Dow Walker, senior vp.

Membership: Brokers & Reinsur-
ance Markets Assn.

Continued on next page

Advertising in the Wrong Environment Clouds Your MJJ,Ja!@b\ #S Vilit

  Advertise In Business Insurance For Greater Visibility
W

hen corporate decision makers are challenged by
unusual risks, they rely on Business insurance to cut
through the haze and provide targeted, clear-cut

information. That's why they'll turn to BI's November 23
spotlight report on Specialty Risks.

BI Focuses on Important Issues
Corporate America is faced with financial and legal obligations
to clean-up pollution. While insurers are struggling with past
pollution liabilities, they are still in the market offering many
different kinds of pollution insurance products to U.S.
corporations for future incidents. 8/ will review the products
being offered, what's been developed in the past year and
what's in the forefront in the pollution insurance market.

In Clear View of Corporate Insurance Buyers
A profile among our subscribers shows that one-third of the
corporate insurance buyers surveyed are responsible for
purchasing environmental liability assessment and engineering
services.*

8/'s exclusive Environmental Risk Management Consultants
Directory offers these corporate buying influentials the most
comprehensive listing of specialists - including types of
services offered, clients, contact information, and more. And if
your firm offers this expertise, what better way to enhance your
visibility than with an ad in this issue?

The Clear Choice

Only 8/ delivers a powerful, well-defined editorial
environment, every week. Only W delivers nearly 153,000**

readers - administrative and financial executives, risk and

benefits managers, agents, brokers, insurers, reinsurers and
others - the executives you want to reach, every week.

Call now to reserve your ad space because advertising
gets visibility in Business Insurance.
* An Audience Profile of the Business insurance Subscriber, 1990

** Includes pass-along reademhip.

Specialty Risks Directory:
Environmental Risk Management Consultants

Issue Date: November 23 Business
Ad Closing: November 10 Insurance.

Coverage Guaranteed

New York: 212-210-0133 • Chicago: 312-649-5275 • Los Angeles: 213-561-3710

1990

203

201

2
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Willis Corroon

(Bermuda) Ltd.
P.O. Box HM 1995, Hamilton HM
HX, Bermuda; 809-295-1272;
fax: 809-295-4143

1991 1990

Premium volume. NA NA

Gross revenues.. NA NA

Total emfiloyees. NA NA

Founded: 1983.

Parent: Willis Corroon PLC.

Specialties: Direct excess casualty,
directors and officers, financial.

Officers: M. Dobbie, executive vp;
M.G. Randall, senior vp; R.F. Corroon,
assistant vp.

Membership: Brokers & Reinsur-
ance Markets Assn.

John P. Woods Co. Inc.

90 William St., New York, N.Y.
10038; 212-785-2500;
fax: 212-269-4138

1991 1990

Premium volume. $400,500,000 $360,000,000
%Treaty... 100% 100%

Gross revenues.. $14,523,032 $15,052,953

Total employees.
Treaty.

1991

51

51

Founded: 1978.

Specialties: Property and ca-
sualty, life, accident and health.

Licensed reinsurance interme-

diary in: New York.
Conducts business: Nationwide.

Officers: John Woods, president; Jo-
sephine Hoey, senior executive vp-ad-
ministration/secretary; John Rider,
Charles Wade, Thomas Tartaro, execu-
tive vps; Ellsworth Whiteman, senior
vp; John Woods m, Matthew Albanese,
Paul Hearn, Charlene Lacey, vps.

Contact: Josephine A. Hoey.

Y
H.E. Yerkes &

Associates Inc.

127 John St; New York, N.Y.
10038; 212-344-1707;
fax: 212-422-8473

Graham Miller International has
created a special Reinsurance Services

division designed specifically to identify,
evaluate, and resolve your problems by

working with you to secure quick, cost-
effective solutions.

GMI recognizes the great variety of
potential reinsurance-related problems

which you may experience. Our Reinsurance
Services division assures you of quality

controlled services, consistent pricing, and

professional delivery, regardless of the scope
of your operation.

All senior personnel offer at least 25 years
of experience in the foreign and domestic
reinsurance markets. With more than 500

office locations throughout the United States

and Canada, we are where you need us. You

1990

52

52

1991

Premium volume. $31,975,000
%Treaty. 100%

Gross revenues.. NA

Total employees. 5
Treaty.... 5

1990

$30,450,000
100%

NA

5

5

Founded: 1979.

Specialties: Ocean marine, off-
shore and energy risks.

Licensed reinsurance interme-

diary in: New York.
Conducts business in: New York.

Officers: Harry E. Yerkes III, pres-
ident; Ann R. Kaplan, vp.

Contact: Ann Kaplan.

Z

George G. Zimmerman
& Co. Inc.

5 Cold Hill Road S., P.O. Box 372,
Mendham, N.J. 07945;
201-543-3250; fax: 201-543-2947

G

M

1991 1990

Premium volume. $113,000,000 $200,000,000
% Treaty..... 95% 95%

% Facultative. 5% 5%

Gross revenues.. $3,800,000 $5,800,000

Total employees. 27 34
Treaty.... 26 32

Fuunlai.i980. 1 2
Branch offices: Upland, Calif.;

Sarasota, Fla.

Subsidiaries: U.S. Cap Insurance
Co. Ltd., Tortola, British Virgin Islands.

Acquisitions: Global Accident Line
Slip Inc.

Specialties: Life, accident and
health reinsurance including workers
compensation carve-out, nursing home
care, professional athletes, college
athletes, student accident cover.

Licensed reinsurance interme-

diary in: New York.
Conducts business in: 45 states.

Officers: George Zimmerman, chair-
man/president/chief executive officer;
Eugene Schiller, president of Global
Accident Line Slip Inc.; Charles Shar-
key, executive vp-operations; Richard
Boorman, Peggy Marron, assistant vps;
Thomas Kinney, vp/controller.

Contact: Peggy J. Marron.

will reduce your costs through our prompt

response to your assignment.

Graham Miller serves the insurance

and reinsurance community in nearly 50
countries and js a division of Crawford &

Company. For rhore information, call
Richard Martin at (404) 847-4214.

Graham Miller International

Reinsurance Services

19 W. 44th Street, Suite 1500

New York, NY 10036

RAHAM

ILL»ER

A
INTERNATIONAL

A Division of Crawford & Company

Geographic
locations of
broker offices

Alabama

Birmingham
Re/Insurance Brokers Inc.

G.J. Sullivan Co.

California

Calabasas

G.L. Hodson & Son Inc.
Concord

JBW & Co. Inc.

Los Angeles
Crump Re
G.J. Sullivan Co.
Sullivan Payne Co.
T.H.B. Intermediaries Inc.

Willcox Inc.

Reinsurance Intermediaries
Novato

Consolidated Reinsurance Corp.
Pasadena

American Intermediaries Inc.

Falcon Re-Insurance

Intermediaries Inc.

San Francisco

Alexander Reinsurance

Intermediaries Inc.

AM-RE Brokers Inc.

American Healthcare

Intermediaries Inc.

Aon Reinsurance Agency Inc.
E.W. Blanch Co.

Guy Carpenter & Co. Inc.
Cravens & Co.

Crump Re
G.L. Hodson & Son Inc.

Intere Intermediaries Inc.

RFC Intermediaries Inc.

Towers Perrin Reinsurance -

Tretis Group Inc.
Willcox Inc.

Reinsurance Intermediaries

Upland
George G. Zimmerman & Co. Inc.

Woodland Hills

Preferred Reinsurance

Intermediaries Inc.

Connecticut

Greenwich

C.L. Frates Reinsurance

Intermediaries Inc.

Hartford

Guy Carpenter & Co. Inc.
John B. Collins Associates Inc.

Crump Re
RFC Intermediaries Inc.

Towers Perrin Reinsurance

Rowayton
D.W. Van Dyke and Co.

of Connecticut Inc.

Simsbury
Pegasus Advisors Inc.

Stamford

Alexander Reinsurance

Intermediaries Inc.

Herbert Clough Inc.
National Intermediaries Inc.

Peglar & Associates Inc.
Towers Perrin Reinsurance

Westport

Atrium Corp.

Delaware

Wilmington
Professional Reinsurance

Organization (American Healthcare
Intermediaries Inc.)

District of Columbia

Washington
Vermont Insurance Management Inc.

Florida

Coral Gables

Alexander Howden Reinsurance

Intermediaries Inc.

Guy Carpenter & Co. Inc.
Smyth, Sanford & Gerard

Reinsurance Intermediaries Inc.

Heathrow

Cypress Creek Intermediaries Inc.
Miami

Industrial Re International Inc.

Ormond Beach

Financial Reinsurance Inc.

Sarasota

Donald B. Peat & Associates Inc.

Vennont Insurance Management Inc.
George G. Zimmerman & Co. Inc.

Continued on next page
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Georgia

Atlanta

E.W. Blanch Co.

Guy Carpenter & Co. Inc.
Crump Re
G.L. Hodson & Son Inc.

Intere Intermediaries Inc.

RFC Intermediaries Inc.

U.S. Re Corp.
Flowery Branch

Associated Intermediaries

Illinois

Chicago
Alexander Reinsurance

Intermediaries Inc.

Aon Reinsurance Agency Inc.
E.T. Bailey Co.
E.W. Blanch Co.

Guy Carpenter & Co. Inc.
Crump Re
Greig Fester Inc.
J. L. Kelley Inc.
Sullivan Payne Co.
T.H.B. Intermediaries Inc.

Totsch Enterprises Inc.
Itasca

Intere Intermediaries Inc.

RFC Intermediaries Inc.

South Barrington
Burridge Storey & Co. Inc.

Indiana

Indianapolis
Willcox Inc.

Reinsurance Intermediaries

Kansas

Overland Park

Bates Turner Inc.

Louisiana

Metairie

Reinsurance Brokers Co.

Maryland

Timonium

Medical Risk Intermediaries Inc.

Massachusetts

Boston

Alexander Reinsurance

Intermediaries Inc.

00*

For more information, contact:
Elaine Gamer

4514 Cole Ave. · Suite 700

Dallas, TX 75205
214/522-5204 · FAX: 214/520-1664

1

E.W. Blanch Co.

Topsfield
In-fre Intermediaries Inc.

Wakefield

Stephen 2. Lockwood & Co.

Minnesota

Edina

W J. Lehrke Co.

Minneapolis
E.W. Blanch Co

Guy Carpenter & Co. Ic.
John B. Collins Associates Inc.

Greig Fester Inc.
G-L Hodson & Son Inc

Missouri

Fenton

R.D. Croak & Associates Inc.

St. Louis

Adrian Baker Reinsurance

Intermediaries Inc.

Reinsurance Associates

iR.D. Croak & Associates Inc.)

New Jersey

Allenhurst

Delaney Offices Inc.
Cedar Gmve

RB]Insurance Services

Edison

JEW & Co. Inc.

Franklin Lakes

J.L. Kelley Inc
Freehold

Westport Reinsurance
Intermediaries 1nc

Hoboken

Aon Reinsurance Agency Inc.
Pearsc,n & Georgi In:emational Inc.

Jersey City
BEP Lnternational Inc.

Lawreneeville

John D. Sayer & Co.
Mendham

George G. Zimmerman & Co. Inc.
Princeton

AM-RE Brokers Inc.

Princeton Junction

Agnew International

New York

East Mea«low

JBW & Co. Inc.

New York

Alexander Howden Reinsurance

Intermediaries Inc-

Alexander Reinsurance

Intermediaries Inc

4

t

r. ri

1, L

·1

Ambel Consultation Services Inc.

American Intermediaries Inc.

Aon Re Inc. (Aon
Reinsurance Agency Inc.)

Atrium Corp.
B.R.I. International Agency Inc.
Bell Nicholson Henderson Inc.

E.W. Blanch Co.

W.J. Burt & Associates Inc.

(Financial Reinsurance Inc.)
Guy Carpenter & Co. Inc.
Cooper Gay Steele & Co. Ltd.
Crump Re
First Reinsuranee

Intermediaries Corp.
GFN Intermediaries Inc.

Arthur J. Gallagher
Intermediaries Inc.

Gardner Mountain Barr Inc.

Gill & Roeser Inc.

Greig Fester Inc.
G.L. Hodson & Son Inc.

Holborn Agency Corp.
Industrial Re International Inc.

Intere Intermediaries Inc.

Le Blanc de Nicolay U.S. Inc.
Edward Lloyd Ltd.
Manhattan Intermediaries Inc.

Meadowbrook Intermediaries Inc.

PWS USA INC.

(PWS Holdmgs P.L.C.)
RFC Intermediaries Inc.

Smyth, Sanford & Gerard
Reinsurance Intermediaries Inc.

Stephen J. Lockwood & Co.
G.J. Sullivan Co.

Sullivan Payne Co.
T.H.B. Intermediaries Inc.
Tanenbaum-Harber Reinsurance

Intermediaries Inc.

U.S. Re Corp.
Willcox In6.

Reinsurance Intermediaries

John P. Woods Co. Inc.

H.E. Yerkes & Associates Inc.

Port Washington
Preferred Reinsurance

Intermediaries Inc.

t

White Plains

Sellon Associates Inc.

(Guy Carpenter & Co. Inc.)
Woodbury

Andrew Edwards & Co.

North Carolina

Burlington
G.L. Hodson & Son Inc.

Newark

JBW & Co. Inc.

Ohio

Pennsylvania

Berwyn

ReSOURCE Intermediary Group
Philadelphia

Aon Reinsurance Agency Inc.
Balis & Co. Inc. (Guy

Carpenter & Co. Inc.)
E.W. Blanch Co.

Intere Intermediaries Inc.

Peglar & Associates Inc.
RFC Intermediaries Inc.

Sullivan Payne Co.
Towers Perrin Reinsurance

Willcox Inc.

Reinsurance Intermediaries

Rhode Island

Cranston

Arthur J. Gallagher International
Inc. (Arthur J. Gallagher
Intermediaries Inc.)

South Carolina

Columbia

Preferred Reinsurance

Intermediaries Inc.

G.J. Sullivan Co.

Tennessee

Nashville
Willis Corroon's Advanced

Risk Management Services

Texas

Dallas

Bell Nicholson Henderson Inc.

E.W. Blanch Co.

Crump Re
H.S. Fox Corp.
Intere Intermediaries Inc.

JBW & Co. Inc.

RFC Intermediaries Inc.

Sullivan Payne Co.
U.S. Re Corp.

The Woodlands

J.B. Johnson Intermediary Inc.

Vermont

Montpelier
Vermont Insurance Management Inc.

Washington

Seattle

Aon Remsurance Agency Inc.
BEP International Inc.

G.J. Sullivan Co.

Sullivan Payne Co.

Australia

Melbourne

Carpenter Bowring Pty. Ltd.
(Guy Carpenter & Co. Inc.)

Sydney
Carpenter Bowring Pty. Ltd.

(Guy Carpenter & Co. Inc.)
Continued on next

A Closer Look At

PMA Reinsurance Corporation

PMARe
PMA Reinsurance Corporation

PMA Building•925 Chestnut Street
Philadelphia, PA 19107
(215) 629-5241 • FAX (215) 629-5499

/

UNDERWRITING

Look inside the PMA Re

Underwriting Department...
where you'll discover the staying
power and financial growth that
have resulted from a stable and

consistent approach to underwrit-
ing. For over two decades, our
Underwriters have built solid

partnerships with brokers and
ceding companies. Whether
working as Lead Reinsurers,
designing tailored reinsurance
programs, or providing evaluation
of a ceding company's goals, the
PMA Re Underwriting goal is to
always meet every client's individ-
ual requirements.

Take a closer look at PMARe...

you'll see an industry leader, now
and into the future.
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Belgium

Brussels

Guy Carpenter & Co. S.A.
(Guy Carpenter & Co. Inc.)

Bermuda

Hamilton

Alydon International Ltd.
Atlantic Security Ltd.
Arthur J. Gallagher

Intermediaries (Bermuda) Ltd.
H&H Re-Insurance Brokers Ltd.

Heddington Brokers Ltd.
Independent Brokers Ltd.
J&H Intermediaries

Kirkway International Ltd.
Willis Corroon (Bermuda) Ltd.

British Virgin Islands

Tortola

U.S. Cap Insurance Co. Ltd.
(George G. Zimmerman & Co. Inc.)

Canada

Montreal

BEP International Inc.

Sterling Universal Ltd.
URTS Reinsurance

Intermediaries Inc.

Toronto

BEP International Inc.

Guy Carpenter & Co. (Canada) Ltd.
(Guy Carpenter & Co. Inc.)

IOC Reinsurance Brokers Ltd.
Sterling Universal Ltd.
G.J. Sullivan Co. Ltd.

(G.J. Sullivan Co.)
Sullivan Payne Co.

Vancouver

Sullivan Payne Co.

Denmark

Copenhagen
E.W. Blanch Co.

Guy Carpenter & Co. AS
(Guy Carpenter & Co. Inc.)

France

Paris

Union Francaise de Reassurances

(Guy Carpenter & Co. Inc.)

Germany

Munich

Gradmann & Holler-Guy Carpenter
GmbH (Guy Carpenter & Co. Inc.)

Greece

Athens

Pearson & Georgi (Europe) Ltd.
(Pearson & Georgi
International Inc.)

Pearson & Georgi (Hellas) S.A.
(Pearson & Georgi
International Inc.)

Hong Kong

Guy Carpenter & Co. (Asia) Ltd.
(Guy Carpenter & Co. Inc.)

Protect what you caift predict.

Italy

Trieste

Guy Carpenter Italia S.r.1.
(Guy Carpenter & Co. Inc.)

Korea

Seoul

Guy Carpenter & Co. Inc.

Mexico

Mexico City
Guy Carpenter y Cia (Mexico) S.A.

de C.V. (Guy Carpenter & Co. Inc.)
GFN Intermediarios de

Reaseguro S.A. de C.V.
(GFN Intermediaries Inc.)

Philippines

Manila

Pearson & Georgi (S.E. Asia) Inc.
(Pearson & Georgi
International Inc.)

New CBOT Catastrophe and Homeowners Insurance Fbtures and Options.
A Safeguard for Your Surplus.

Hurricane. Tornado. Earthquake. What will happen next?
When? Where? How much will it cost? There's no way to
predict. But now there's a way to help protect.

Introducing Chicago Board of Trade Catastrophe and
Homeowners Insurance Futures and Options. New alternatives
to cushion against unexpeded catastrophic losses Designed
to help you protect your surplus, and ultimately your capacity

© 1992 The Chicago Board of Tracie

Insurance futures and options are available only at the
CBOI The world leader in providing efficient markets for risk
management, with unparalleled financial integrity

Act now Before the unpredictable happens. Learn more
about CBOT Catastrophe and Homeowners Insurance
Futures and Options. Calll-800-THE-CBOT, ext. 955 or
1-312-435-3558, ext. 955 for literature.

@ Chicago Board of Trade

Poland

Warsaw

PWS International Poland S.A.

(PWS Holdings P.L.C.)

Singapore

PWS Asia Pacific

(PWS Holdings PLC.)

South Africa

Capetown
PWS South Africa Pty.

(PWS Holdings P.L.C.)

Spain

Madrid

Agencia General de Reaseguros
(Guy Carpenter & Co. Inc.)

Guy Carpenter & Cia S.A.
Correduria de Reaseguros
(Guy Carpenter & Co. Inc.)

Sweden

Stockholm

Guy Carpenter & Co. (Stockholm) AB
(Guy Carpenter & Co. Inc.)

United Kingdom

London

Carpenter Bowring Ltd.
(Guy Carpenter & Co. Inc.)

Cooper Gay & Co. Ltd.
(Cooper Gay Steele & Co. Ltd.)

Gallagher Plumer Ltd. (Arthur J.
Gallagher Intermediaries Inc.)

Gardner Mountain Barr (London)

(Gardner Mountain Barr Inc.)
PWS Energy (PWS Holdings PLC.)
PWS Holdings P.L.C.
PWS International

(PWS Holdings P.L.C.)
PWS Life & Pensions

(PWS Holdings P.L.C.)
PWS North America

(PWS Holdings P.L.C.)
Thurgood, Farmer & Hackett

(PWS Holdings PLC.)
Willcox Inc.

Reinsurance Intermediaries

Willis Corroon Heddington Ltd.
(Heddington Brokers Ltd.)

Manchester

Burns-Crosson Ltd.

(PWS Holdings P.L.C.) •

For an explanation of geogra-
phical index information
please refer to the directory
guide, page 38.

COMMERCLAL
(RmE

INSURANCE

· FIDEury · FORGERY • SECURmES FORGERY •

• PREMBES • TRANSIT • COMPUTER CRIME •
• TAX PROCESSORS & AGENTS COVERAGES •

• PRIMARY, EXCESS OR CO-SURETY •
• ALL CLASSES OF BUSINESS •

• |15URANCE OR FACULTAnVE REIIEURANCE•
• DB,REssED REKS /CONVERONAL BuswEss•
• STANDARD OR SPECIAL MANUSCRIPT FORMS •
· DOMESIC OR LONDON MARKET POLICIES •
•IN-HOUSE FACILmES OROPEN MARKET•
• LIMITS TO $50 NiLLION AND BEYOND •

GARDNER MoUNTAIN BARR
GRoup

IN THE USA :

GMB INC.
A Suism]ARY OF HOGG ROBINSON

NORTH AMERICA INC

17 STATE STREET
NEW YORK. NY 10004

ATT: MIKE FOGARTy
(212)514-8100 FAK:(212)514-8027

IN THE UK.·

GMB (LONDON}
A DIVISION O/ HOGG INSURANCE BROKERS L.....,

14.049 BROKERS

1 PORTSOKEN STREET
LONDON, ENGIND El 8DF

Arr: TIM JAGGS
071 480-4683 FAK:071 702-0544

1



Reinsurance Assn. of America takes

greater action on government affairs
Group erpands Washington Offices
and forms PAC to lobby lawmakers

By MARK A. HOFMANN

WASHINGTON-The Reinsur-

ance Assn. of America's new,

larger office near the White
House reflects its expanded role
in Washington and the state cap-
itals.

The traditionally low-profile
trade group has even formed a
political action committee, noted
Franklin W. Nutter, who last
year traded the presidenc]/ of the
Alliance of American Insurers

for a second stint as president of
the RAA (BI, Nov. 4, 1991). He
previously had served from 1981
to 1984.

The association now has a 17-

person staff, nearly doubling its
size since the summer of 1991

when Mr. Nuttef returned. The

growth made it necessary to re-
locate to larger quarters.

Mr. Nutter said that the

changes have allowed the RAA to
assume an "activist role, not just
in Washington but on the state
level as well." The group's con-
cerns in the state capitals have
centered around the "reinsur-

ance aspects of the (National
Assn. of Insurance Commission-

ers') accreditation program."
Looking ahead, the RAA con-

tinues to promote the property/
casualty industry's Earthquake
Project, which seeks t6 establish
a federal reinsurance mechanism

that would respond to cata-
strophic earthquakes. The asso-
ciation also intends to be in-

volved in the reauthorization

debate on the Comprehensive.
Environmental Response, Com-
pensation and Liability Act, or

- Superfund as it is popularly
known.

Mr. Nutter noted that the RAA

isn't one of the giant associations
of Washington, as its PAC ade-
quately underscores. Since
RePAC was founded in Decem-

ber 1991, it has raised $25,000
which has been disbursed to leg-
islators of both parties.

"It's not a big PAC in the
scheme of things, but we only
have 25 member companies and
that wa5 our goal," he said.

Unlike many other associa-
tions, the RAA does not operate
local offices in key state capitals
or financial centers, Mr. Nutter
pointed out. Instead, the associ-
ation relies on tracking reinsur-
ance-related legislation. through
computerized services main-
tained by the American Insur-
ance Assn. and Price Waterhouse

& Co. The RAA has also secured

counsel to represent and lobby
- for the association in about 12

key states.
In another dozen states, the

RAA has affiliated with state as-

sociations that represent primary
insurers to keep tabs on legisla-
tive developments.

On the federal level, the RAA
has remained involved in sol-

vency issues, Mr. Nutter said.
The association has provided ex-
pertise to the House Energy and
Commerce Committee staff,
whose chairman, Rep. John Din-
gell, D-Mich., in April intro-
duced a bill that would create a

two-tiered system of federal and
state solvency regulation (BI,
April- 13). Mr. Nutter added that

the RAA has not endorsed H.R.

4900, Dingell's solvency pro-.
posal.

The RAA also has monitored

attempts to impose a higher ex-
cise tax on reinsurance premi-
ums due reinsurers domiciled in

countries deemed to be tax

havens (BI, June 29).
Mr. Nutter noted that this ex-

cise tax issue proved to be "fairly
divisive" withih the insurance

industry. Although the RAA lob-
bied in favor of the increase, the

The RAA seeks an

'activist role, not just

in Washington but on

the state level as well,'

says Mr. Nutter.

association thought that S. 776,
the energy bill, was "an odd
place" to put the proposal, he
said. The provision was dropped
before Congress approved the
energy bill shortly before ad-
journing.

The RAA's legislative activities
have been bolstered by educa-
tional activities. "We briefed al-

most 400 representatives of state
government" in reinsurance se-
minars, said Mr. Nutter, who
added that the seminars were

SEP International
Reinsurance Brokers

John K. Witherspoon Jr.

Robert W. Bailey,
President and C.0.0. of

B E P International Corp. is
pleased to announce that
Mr. John K. Witherspoon Jr.

recently joined the firm as
Vice President with particular
responsibilities for the
Marifie sector in the Jersey

City office.

BEP International is a

leading reinsurance broker
which ranks among the top
ten in North America.

coordinated with the NAIC and the

Society of Financial Examiners. In
addition, the RAA has made pre-
sentations to individual state in-

surance departments on request.
During the past year, the RAA

has extended its educational ac-

tivities to Capitol Hill with a pair
of briefings for congressional staff.

"We have been fairly aggressive
in trying to prom6te an under-
standing among legislators, regula-
tors and their staffs of reinsurance,

because we view that as a political
asset and ignorance as a political
liability," said Mr. Nutter.

Within the reinsurance industry
itself, the RAA has joined the Bro-
kers & Reinsurance Market Assn.

and two European reinsurance
groups-the London Insurance
Market Network in Britain and the

Reinsurance & Insurance Network

in Brussels, Belgium-to create
universal electronic data standards

for reinsurance commu-

nications (see story, page 28).
"We have a good relationship

with BRMA," which has an over-

lapping membership with the
RAA.

Another major effort, the
Continued on next page
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Look inside our MIS

Department... and you'll find the
· most advanced technology oper-

ated 6y a highly trained and
experienced staff. At PMA Re, we
know that to be a leader in the

industry, we must truly lead... and
that means consistently upgrad-
ing our Management Information
Systems as technological
advancements are made. On-line

and ready to respond to the needs
of our clients by providing a com-
plete file of contracts, claims,
account data and statistics- that's

the PMA Re MIS Department.
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and int6 the future.
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Spotlight report.=---
RAA activities Increasing Importance to the RAA ance system as well," said Mr

"Our companies are deeply con- Nutter
Con:inied from previous page cerned about the effect Superfund The RAA lS trying to find ways BRMA helping to link
Earthqiake Project, is "a promi- has had on the hablhtles they face to more efficiently handle the dis-
nent part of this association's goals People in the reinsurance commu- putes associated with those claims,
and oblectives," said Mr Nutter, nity are nervous about the impend- he said reinsurers worldwide
who se-ves as the project's chair- ing problems between insurers and "We're looking at arbitrationman Ee said the RAA wants to

language and arbitration formsbrtng Lp for a vote m the 103rd NEW YORK-The Brokers &

Congress a bill authorizing the that might be used We're looking Reinsurance Markets Assn is up- Also developing
c reatio-1 of a federal reinsurance 'We do expect to be at the questions about developing holding ltS commitment to en-
meciarism that would respond to involved in the

expertise in this area to try to facil- hance international communica- an electronic
itate the resolution of these dis- tion m the reinsurance industryc atastrophic earthquakes

He said that an acceptable bi- Superfund debate... putes We're tryng to get ahead of The group, an association of 26 bulletin board
part.san bill has several sponsors the curve anticipating problems in reinsurers and 12 reinsurance
in the House, and Sen Daniel In- in the next Congress,' the resolution of environmental brokers, is becoming increas- to create electronic communica-

claims

oyue, D-Hawaii, has drafted a Sen- says Mr. Nutter. ingly involved in electronic com- tion standards The standard will
ate version "We really need to se- "We do expect to be involved m munications ensure that reinsurers in North

the Superfund debate in thecure the sponsorship" of senators In its highest-profile project, America and Europe have com-
next Congress Just as have some BRMA is working closely with patible communication systemsrepresenting states around the reinsurers about the nature of of the primary companies, we're the Washington-based Reinsur- (BI, Feb 24) and will eventuallyNew Madnd Fault along the Mis- claims and the size of claims, much deeply concerned about the lack of ance Assn of America and two lead to claims settlements andsissippr River In order to get Sen- as insurers and their client-com- a consensus Insurers agree that European groups-the London reinsurance placements beingate consideration, said Mr Nutter pany insureds have been The feel- some reform is necessary," but Insurance Market Network and handled worldwide via com-He a_so precicts Superfund will ing iS that this is a wave that iS there's no consensus as to what the Reinsurance & Insurance puter, the groups say (see story,be another :ong-term concern of likely to pass through the reinsur- that reform should be, he said • Network ln Brussels, Belgium- page 28)

"The cooperative spirit and
dedication has exceeded our ex-
pectations," said Robert L Gilli-
gan, executive vp and chief

, d 44
, operating officer of New York-

*REFERENCES AVAILABLE UPON=REQUEST.
based BRMA

Mr Gilligan said that BRMA is
also developing an electronic
bulletin board for ltS members

that might interest the larger m-

Uniquely qualified. Highly recommended. Well organized. Hard-working. surance-buying public For ex-
ample, the association hopes to

. 3 4.5 have its reinsurance contract

wording reference book on line
by year end Creation of the ref-

INSURANCE PERIODICALS INDEX REINSURANCE LAW NATIONAL INSURANCE LAW REVIEW erence book, which allows ceding
companies to see what alterna--ili *1 Whether you'relook- Here's lie most com· ' *VIS '* 1 loss prevention, tive wordings are available in theIng for news on large

-3 plete text on the
losses, the compen- med,col molpma,e, marketplace, has been one of

pnnaples of reinsur- I - dolms settlement-- BRMA's major undertakings for
1  honor new products, once low With --,-,=-w,«.4 these ore lust o few several years

1 Pu the Insurance Reinsume Low
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+ thsannuol index to tr

. * r«„t - I over 15,000 omiles *,

cussed m malor low
equipped with the reviews ollover the hours a day, said Mr Gilligan
first book to cover Iountly You'll find "We would certainly welcome
the sublect in depth the most important anyone in the world using it," he1*i"49 1,·«4**,<1.-  in the industly'smost J and with unusuol - 7- < amdes colleded here, said

important periodicals, darity unobndged, saving Mr Gilligan, who has served asond sove research time
looseleof• Single Volume • Revision se,v,re mvoiced annually youresearch time and money the association's executive vp

Softbound • TwwVolume Set • New edmon issued annuoll, with • 30·Day NoR,sk Tnal • 5240 00 since January 1991, said that the
invoice • 30-Doy NoM Tnol • 5100 00 Softbound • Four Quartetly Issues • Annuol• $9000

electronic communications

1
projects reflect BRMA's general

RUPP'S INSURANCE & THE CAPTIVE INSURANCE MANUAL COMPLY- AN INSURER'S GUIDE mission to promote research, de-
velopment and communicationsRISK MANAGEMENT GLOSSARY

. 4*Y* *0 Copnves, nsk reten- TO PERMITTED INVESTMENTS within the reinsurance brokerage
This new glossary hon groups, ond

. COMPLY-your comprehensive source for information industry He stressed that the
defines more thon j  pur(hosing gmups- on tile state-by-state regulohon of insumnce company' '. .,33 EM i group is not involved in lobby-

"004. 4,000 insumnce and 1 here's the only publr investments Covers 01150 stotes, the Dismit of Columbia ing, a role it leaves to the RAA
risk management conon to give you (see story, page 61)ond Puerto Rico Summarizes the stotutes, regulations,

50 - terms-wordsond Ihe text of lows and BRMA recently conducted a

14 - and other regulatory documents that determine whichconcephindolly use regulonons for each invesmients insurers con make - and in what omounts research project with interna-
Covers 011 ospeds of - 01 today's dommles orgonized into three eosy·louie looseleof binders Whether tional management consultant

k', . ." „*s insuronce, and the ,1 (U S and foreign), you're o kial anolyst, mmolote counsel or investment McKinsey & Co, Mr Gilligan
legol, economic and *. A--3ai,„-7 and how-to informo- officer you'll find COMPLY o voluoble oddmon to your said Although the survey results

..r.*„4. - business concepts Ron on establishing reference libmty remain confidential, he said the
1 that offed insumnce and managing a captive survey showed that reinsurance

Looseleof •Three Volumes • 90 Days Free Regular Revision Serviceand risk management All terms ore cross-referenced intermediaries have beenLomeleof • Two Volumes • Revion service invoiced annuall, • Regular Revisions occomponied with mvoice • COMPLY Advance:* to synonyms, ontonyms, and related terms Rupp's • 300ay NoM Ind•$185 00 per set lows Senice Free • 30·Day No-Risk Tnal• 5360 00 perset "quietly gaining marketshare" in
i ·indudes foreign terms os well A must for oll insumnce the United States

professionals The project aims to "build on
Softbound• Single Volume• 529 95 es-fii-fl

-·- - Complete, detd o,d return todayl
9002100792

Shipping and the strength of the broker chan-
nel," Mr Gilligan said

1 Prke Handling* Subtotal Qty Total
Iwontto The association has not gainedI Insurance Periodids Index $10000 5300 90300 5 any members during the pastt, M these  Reinsumnce LM 240.00 5.00 245.00 year, but there are "currently

For more mformation or to order, call NILS setvices Nohonal Insurance low Review 90 00 1200 102 00 several applications in
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Senate hopefuls
detail positions

Business Insurance this week

spotlights the major candidates
running for the U.S. Senate in
the South: Alabama, Arkansas,

Florida, Georgia, Kentucky,
North Carolina and South Caro-

lina. The Senate race in Louisi-

ana was automatically won by
Democratic incumbent John B.

Breaux after he garnered more
than 50% of the votes in the

state's primary election.
The candidates were asked for

their views on pressing issues for
risk and employee benefits man-
agers and the insurance indus-
try: health care system reform,
tort reform, insurers' antitrust

exemption and the potential role
of the federal government in in-
surance regulation.

Alabama

Democratic incumbent Ri-

chard Shelby, 58, says it is his
"official position not to answer
specific candidate surveys."
However, he offered position
papers that state his views on
health care reform.

He supports measures that
would help small business em-
ployers meet the health insur-
ance needs of their employees.

Republican challenger Ri-
chard Sellers is a self-employed
consultant to small businesses

and non-profit organizations.
Mr. Sellers, 40, worked for for-

mer U.S. Sen. John Sparkman,
R-Ala., from 1972 to 1977. Presi-

dent Reagan
 appointed Mr.
4, Sellers as
- '9' chairman of the

 Alabama Small
,A mi Business Ad-
IWI b.2 0,! ministration

/lil£Jilg' Advisory Com-
law... mittee, a post
- "» - he held from

   1981 to 1991.
He favors aMr. Sellers

private sector
solution to the health care crisis.

Mr. Sellers said he generally
favors tort reforms, including
caps on malpractice suits, limits
on punitive damages and restric-
tions on the "types of claims"
that can be brought against a
company.

Mr. Sellers does not support
efforts to repeal the McCarran-
Ferguson Act. He also does not
want the federal government to
have a role in regulating the in-
surance industry.

Arkansas

Incumbent Democrat Dale

Bumpers, 67, would not respond
to Business Insurance's ques-
tionnaire.

Republican challenger Mike
Huckabee, 36, currently is pres-
ident of KBSC-Television of

Texarkana. He

is the former

president of the
Arkansas Bap-
tist State Con-vention and 
former pastor
of the Beech

Street First Baptist Church
of Texarkana.

Concerning
health care re- Mr. Huckabee
form, Mr.

Huckabee supports:
• 100% deductibility of medi-

cal insurance premiums for the
self-employed and small busi-
ness owners.

Senate 'C)') Sth
Race

1 6 of

5 parts

'f:814--,411'L_ '·_3- -7,-/ ,
"

»-<fj ...1,14»44
V 4

• A cap on punitive damages
in medical malpractice cases.
• Tax-free accounts for con-

sumers not covered by an em-
ployer plan to pay for medical
expenses or to buy individual
health care coverage.
• "More realistic" reim-

bursement by Medicare and
Medicaid for medical expenses so
that patients don't bear the
brunt of costs.

Mr. Huckabee says there "must
be a major overhaul of product
liability legislation, shifting re-
sponsibility to the individual
who would use a product or ma-
chine rather than exempting the
user of a product from his or her
own responsibility."

He favors a loser-pay tort sys-
tem, and adamantly opposes a
federal takeover of the health in-

surance or medical care system.

Florida

Democratic incumbent Bob

Graham says the United States
now has a "sickness system, not
a wellness system."

Sen. Graham, 55, said he be-
lieves the "play-or-pay plan
offers the most responsible out-
line for fundamental reform" of

the nation's health care crisis.

However, the senator adds,

until Congress and the president
can agree on an agenda, "Con-
gress should pursue incremental,
realistic measures which would

provide the foundation for any
fundamental alternatives which

might be adopted."
He said "cornerstones" of such

a foundation should include ill-

ness prevention programs, while
enhancing public health services
and community care for the el-
derly.

Sen. Graham said there is an

"abundance of frivolous law-

suits" that he says are "costly to
many legitimate businesses."

While he called for "court me-

diation as a means of settling
these disputes," Sen. Graham
said "any solution regarding
frivolous lawsuits and tort re-

.

Sen. Graham Mr. Grant

form should be resolved without

undermining individuals' rights
to access the judicial system."

He said insurance regulation
should remain with the states.

Republican challenger Bill
Grant opposes the Democrats'
call for a national health care

system that would be financed
by employers.

Mr. Grant, 49, was elected to
Continued on next page
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At Continental Underwriters, we built our
strong service reputation by fully meeting
the insurance needs of our clients, by antici-
pating complex and unusual risks, and by -
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ing needs.

ontinental Underwriters provides insur-
ance coverage for any marine related risk,
large or small, conventional or complex,
foreign or domestic, for multi-national cor-
porations or small fishing fleets. --
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MARKETING

Look inside our Marketing
Department... and you'll find a
distinctive approach to reinsur-
ance marketing. At PMA Re, we
understand the value of having
our Marketing and Underwriting
Departments interface and share
knowledge. Thus, we have been
able to achieve our objectives of
building solid relationships with
desired clientele, targeting specific
accounts and relaying this infor-
mation to our brokers, identifying
needs, and involving ourselves in
industry functions.

Take a closer look at PMARe...

you'll see an industry leader, now
and into the future.
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Philadelphia, PA 19107
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Senate race An advocate of tort reform, Mr. (see story, page 1) mandate forbidding the denial ofGrant supports caps on attorney 
Continued fr,m rev:ous page While he advocates tort reform health coverages to people with afees, reform or abolition of joint- and limiting livolous .suits, Sen history of medical problems orthe House of Representatives as a and-several liability laws and m '4 t 2 / /Democrat in 1986 He switched penalties for frivolous lawsuits Fowler does not suppcrt product pre-existing medical conditions.

liability reform t•lat does notparties in 1989 and lost a re-elec- With regard to federal regula- Mr. Coverdell lS chairman of a
also address the concerns of family-owned insurance agency,tion bid in 1990 He is a former tion of insurers, Mr Grant main-

banker and now )perates an in- tains that oversight should re- those who can least a fford to Coverdell & CO. in Atlanta
dependent consilzing firm. fight against a large cc mpanymain with the states. He has served as minority

Health care reforms are Republican chailenger Paul leader of the Georgia Senate and
Georgianeeded, but first the causes of Coverdell believes 14 changing as state Republican Party chair-Sen. Fowler Mr. Coverdell

high health care costs must be Democratic incumbent Wyche and improving the current health man from 1971 to 1989
care system He does not believeisolated, Mr. Grant said Once Fowler Jr., 52, said he considers federal regulations," he said, that more gcvernnien= is neces- Kentucky

those cost drivers can be deter- the two areas of greatest concern "The unified, regional commu- sarily a solution, al:hough he Neither Democratic incumbentmined, a system of lowering in the health care crisis to be nity-based health care program would like to see a government- Wendell H. Ford, 68, nor Re-those costs can be devised
soaring costs and a lack of access in place in Rochester, N Y., administered risk pool for people publican challenger David Wil-High health rare costs are to quality care stresses a cooperative approach without health insurance similar liams, a 39-year-old attorney inpartly the resalt of expensive "It is my view that before we on the part of business leaders, to the state risk pools for motor- Burkesville, responded to a Bust-technology purchased by doctors expand the role of the federal insurers, doctors, health plan- 1StS who can•lot obtain auto in- ness Insurance questionnaireand hospitals said Mr Grant, government in this area- ners and providers as well as the surance

who favors Bearing expensive whether with the single-payer government," he said Mr Coverdell, 53, believes that North Carolina
new medical technology model, the play-or-pay model or "Rochester's health care costs small businesses shoild be en- Democratic incumbent TerryHe also ad:ocates standar- even the latest model proposed are about 25% below the national couraged to band together to Sanford lS seeking his seconddized claims forms, which could by President Bush-we can look average and the program iS ac- purchase health care coverage term as aUSlower admi nistrative costs for to an existing program that has cessible to 94% of the region's for their wor,fers Senatorhealth care prov ders proven it works w thout new population," Sen Fowler said He also supports a legislative Before de-

feating Sen
James Broyhill,
R-N C, m 1986,

4 Sen Sanford

served as presi- S-

4 . 1 dent of Duke 1
4 7

University from
$ 1969 to 1985

He previously Sen. Sanford
was North

:

Carolina governor from 1961 to
1965 He was also an unsuccess-
ful candidate for the Democratic

- presidential nomination in 1972
f 4 and 1976.

j ,
I

. Sen Sanford, 75, was one of34

r
4 more than 40 co-sponsors of S

. 4 t
G 9* 640, the Product Liability Fair-

,
, 0/li . 1 ness Act of 1992, which was ta-

. bled in September Sen Sanford
'

b-...

4

said that S 640 "increases fair-

.

ness, eliminates arbitrariness,
I . Y

....5
increases incentives for worker
safety, encourages new and use-

4 ful products and stabilizes insur-
ance costs "

4 , 1'

3 Sen Sanford's major initiative
in the area of health care reformL' . t.'..

' 1/ 7 . I '' 1 is S 3277, the State Health Care1 ...

4
Reform Initiative Act of 1992

.»

The bill which he Introduced ln
· I , :. 'V 3 512 9#47. I late September, would "permit

2:' 'f 4.,1 1 2-1 :,i,. ,;c ."'.,* uf:,3. the secretary of Health and
./ % .r.< . 4,e li I *. •.4, Human Services to grant waivers

. to states to provide coverage
under state health care delivery

A.: f 3 programs" to people who are
-1

1 otherwise eligible for Medicare
or Medicaid coverage

Republican challenger D.M.i- "

Lauch" Faircloth, 64, served
as secretary of commerce in Gov
James B Hunt Jr 's administra-
tion during the late 1970s and

:A I. <* *.<-f.16 :E4J 'IB:#&2'B: 49.I#.Al 4,4,<'.''I :&1/,f. , V*, early 1980s Mr Faircloth sought
./FAC :)' the Democratic gubernatorial

nomination in 1984 placing
third in a field of six major pri-

G.'445*3·t A '::4 mary candidates Mr. Faircloth
P.t switched to the Republican Party

in 1991 and won the party s sen-,= ..49-# 7,f tf=44,4 atorial nomination in the May
primary

The Faircloth campaign pro-
vided no information on the can-

44*%; i didate s positions beyond a bi-
ography that stressed his
commitment to "fiscal conserva-
tism "

South Carolina

A .T42:: Incumbent Democrat Ernest
F. "Fritz" Hollings is known as

3, '04 I. a 'p-L , one of the most vocal opponents

ILLINOIS INSURANCE EXCHANGE
of federal product liability re-
form in the Senate

According to a spokesman,
America's 4th Largest Surplus Lines Market Sen Hollings, 70, takes a "pro-

311 S. Wacker Drive, Suite 400, Chicago, Illinois 60606 consumer" position on product
liability The senator was one of

'x Toll-Free 1-800/525-8471 (In Ill. 312/408-8000) • Fax 312/408-8001 the key opponents of S 640, the
product liability bill that died in
the Senate in mid-September

Sen Hollings has not endorsed
any health care reform proposal
and is "still studying the issue,

*. the spokesman said
Cont:nued on next page



Sen. Hollings

e

Mr. Hartnett

Continued from previous page
Republican challenger

Thomas F. Hartnett served in

the U.S. House of Representa-
tives from 1981-87.

' According to a paper released
by his campaign, Mr. Hartnett
wants to "halt the explosion of
expensive and time-consuming
lawsuits which puts America at
a competitive disadvantage in
the world economy."

Mr. Hartnett, 51, supports al-
ternative dispute resolution, ex-
pedited settlements and "other
needed legal reforms."

Mr. Hartnett has also released

a five-point health care reform
proposal. He supports: creation
of individual medical savings ac-
counts that would allow employ-
ers to provide each worker with
up to $3,000 on a pretax basis for
unreimbursed medical expenses
per year; making health insur-
ance premiums 100% deductible
for the self-employed; limiting
non-economic damages and at-
torney's fees in medical malprac-
tice cases; creating health insur-
ance tax credits for the poor; and
requiring states to publish a
"consumer guide" on the average
cost of services and the quality of
care provided by doctors, hospi-
tals and medical laboratories.

He dismisses play-or-pay pro-
posals as "simply another tax on
business, with small business
being hit the hardest."

Michael Bradford, Sara J. Harty,
Mark A. Hofmann and Salty Ro-
berts contributed to this report.

5 states to vote for commissioner
Health insurance reform,

workers compensation insurance
and insurer solvency top the list
of issues that candidates for in-

surance commissioner in five

states are stressing this election.
On Nov. 3, voters will be elect-

ing commissioners in Delaware,
Montana, North Carolina, North
Dakota and Washington. Incum-
bents are seeking re-election
only in North Carolina and
Washington.

Business Insurance highlights
the 12 major candidates who are
seeking the five top insurance
regulator posts.

Delaware

Three candidates are seeking
the key to the Delaware insur-
ance commissioner's office, with
one promising that the incum-
bent commissioner would remain

as head of an advisory committee
to the new commissioner.

Democratic incumbent David

Levinson, who chairs a new po-
litic.al group called "A Delaware
Party," would head an advisory
committee for John R. Bothell,
50, the Delaware Party's candi-
date for commissioner. Calls to

the Delaware Party are answered
in the commissioner's office.

Mr. Bothell, a safety trainer for
General Motors Corp., is a for-
mer insurance agent.

His platform calls for a state
constitutional amendment to

change the commissioner's office
to an appointed position from an
elected one.

The platform proposes "re-
quiring all Delaware-chartered
insurance companies to either
locate their headquarters, prin-
cipal officers, books and records
within the state of Delaware to

facilitate proper regulation or,
within a reasonable amount of

time, to redomesticate to other
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12 major candidates give their views
on comp reform, solvency regulation

states." The platform also vows
"to bring down rates" for work-
ers compensation insurance.

At the center of Republican
candidate Donna Lee Williams'

campaign is a promise to demol-
ish Mr. Levinson's controversial

economic growth program.
Conflict of interest charges

have dogged the program, which
was designed to encourage insur-
ers that are domiciled in Dela-

ware but operate elsewhere to
locate their headquarters in the
state or at least invest in local

businesses. The program was run
out of the commissioner's office.

After insurers complained, the
Delaware General Assembly
began an investigation of the
program (BI, Jan. 27). No report
has been filed.

Ms. Williams, a 31-year old at-
torney, also wants to enhance
solveney regulation. "We really
haven't had a real problem like
other states-and we want to

keep it that way."
Ms. Williams also endorses

market-based reforms and cost

containment measures to pro-
mote access to health care.

Like Ms. Williams, Democratic
candidate Jim Robb, a 44-year-
old attorney and chief deputy in-
surance commissioner from 1989

until June, advocates terminat-

ing the economic growth pro-
gram. He would honor existing
contracts and let the plan end by
attrition.

In the health care area, he sup-
ports a single-payer plan similar
to California Insurance Commis-

sioner John Garamendi's pro-
posal (BI, Feb. 24).

Mr. Robb also supports ex-
tending Delaware's "liability
league," which he described as a
risk retention group for munici-
palities, to certain lines of com-
mercial coverage. Under Mr.
Robb's plan, businesses located
in municipalities that participate
in the group would be able to
purchase workers compensation
and general liability insurance
through the group.

Mr. Robb also said that he

would promote Delaware as a
captive insurance domicile.

Montana

Two state representatives are

seeking Montana's top insurance
regulatory position.

The candidates for state audi-

tor are Democrat Mark O'Keefe,
40, and Republican Fred
Thomas, 34, neither of whom is
seeking re-election to his House
seat.

Current auditor Andrea

"Andy" Bennett lost her bid in
the Republican gubernatorial
primary.

Mr. O'Keefe, a two-term repre-
sentative, is the assistant major-
ity whip, chairman of the Joint
Interim Committee on Mandated

Health Benefits and vice-chair-

man of the Natural Resources
Committee.

He also is a partner in a com-
pany that provides wilderness
guides to Glacier National Park,
and is running as a consumer ad-
vocate.

Mr. O'Keefe proposes, among
other things, requiring insurers
to explain policies in "plain En-
glish," and having the insurance
department track and analyze

als and advocate those that
would most benefit state resi-
dents.

He also favors improving the
transferability of employees'
health care coverage; allowing
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individual insurance buyers to
form groups to purchase auto-
mobile and homeowners cover-

age; and requiring continuing
education for insurance agents.

Another of his proposals is to
eliminate what he considers ille-

gal surcharges on auto insurance
policies and encourage the prose-
cution of persons who file fraud-
ulent claims.

Mr. O'Keefe also favors ex-

panding consumer protection
through a variety of means, in-
cluding hot lines, school curri-
eula and a senior citizen coun-

seling program.
Mr. Thomas, a four-term rep-

resentative, is co-owner of

Siphers/Thomas Insurance & Fi-
nancial Services Co., a medium-
sized property/casualty agency
that also provides some financial

services. The candidate promises
that he would sell his agency if
elected.

Among the committees Mr.
Thomas has served on in the Leg-
islature is the Governor's Health

Care for Montanans Committee,
for which he chaired the Insur-

ance Reform Subcommittee.

Mr. Thomas says that he is pri-
marily concerned with workers
compensation insurance and
health care matters.

Mr. Thomas favors "24-hour

coverage" as an alternative to
the traditional workers comp
system. He also vows to take
steps to stop workers comp fraud
by both claimants and employ-
ers.

Mr. Thomas is especially con-
cerned about the money lost by
the state's competitive workers
comp fund (BI. Oct. 19). "It is
really a serious problem."

In terms of health care, he

favors allowing individual medi-
cal accounts to which individu-

als could contribute a specified
amount of pretax earnings to pay
health care costs on a tax-free
basis.

Nonh Carolina

Democratic incumbent Insur-
ance Commissioner James E.

Long says the most common
question he is hearing in his bid
for a third term is, "Are my rates
going up because of Hurricane
Andrew?"

Mr. Long, 52, first elected in
1984, says the answer is "'of
course not."

But Republican candidate
Mike Causey, a 42-year-old life
and health insurance agent, says
a more important issue is his
contention that Mr. Long has not
adequately monitored insurer
solvency, with the result that
five insurance companies doing

business in North Carolina have

gone under since 1985.
Both Mr. Long and Mr. Causey

also have emphasized workers
compensation rates in their cam-
paigns.

Mr. Long recently said that a
58.4% rate hike request "appears
not to be an accurate representa-
tion of actual workers compen-
sation experience" and would
produce "excessive" rates. The
commissioner has scheduled a

Nov. 12 hearing on the request.
Mr. Causey says that excessive

workers comp rates have forced
some small businesses to close

their doors and are harming the
state's economy.

Mr. Long, a former president
of the National Assn. of Insur-
ance Commissioners, said that
access to health insurance is also

a concern to North Carolina citi-

zens. He pointed to reforms of
the small-group health insurance
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market and the creation of no-

frills health insurance packages
to ease access as achievements of

his second term.

North Dakota

The successor to Earl Pomeroy,
who is running for the U.S.
House, will be either his younger
brother, Glenn Pomeroy, or
agent spokesman Kent Olson.

Democrat Glenn Pomeroy, 36,
has been state securities commis-

sioner since 1988. Before that, he
was an assistant attorney gen-
eral.

He also was a three-term state

representative, winning his first
election in 1978 at age 22.

Mr. Pomeroy said he is seeking
the insurance commissioner's

post because it would be a new
challenge.

"What I have been doing the
past 41/2 years is a very good
training ground" for protecting
insurance consumers, he said.

Mr. Olson, 49, the Republican
candidate, has been executive
director of the North Dakota

Professional Insurance Agents
Assn. since 1986 and serves on

several related committees, in-

cluding a tort reform coalition.
Before that, he owned and

operated an independent insur-
ance agency in Beach, N.D., for
14 years.

"My aim is to get a qualified
insurance professional into regu-
lating complex issues of the in-
surance industry rather than a
politician," Mr. Olson said.

In addition, consumers need to

be protected from the rising costs
that could result from federal in-

tervention in insurance regula-
tion, he said.

Washington
Sixteen-year Republican in-

cumbent Dick Marquardt, 70,
faces two challengers: Democrat
Deborah Senn, 43, an attorney,
and Independent Brian McCul-
loch, 45, an employee benefits
consultant and insurance broker

and a former insurance company
executive.

Among the challengers' criti-
cisms of Mr. Marquardt is that
he has not used his office to

champion health insurance re-
form and that he has not suffi-

ciently protected Washington
citizens against insurer insolven-
cies.

Ms. Senn and Mr. McCulloch
also fault the commissioner for

accepting campaign contribu-
tions from insurance executives

and agents.
Another criticism is related to

ethics. The challengers and the
Seattle Times fault Mr. Mar-

quardt for steering millions of
dollars in legal work related to
the state's seizure of five failed

insurance companies to the law
firm of his campaign chairman,
Rocky Lindell.

Responding to the criticism of
his record on health insurance,

Mr. Marquardt said he has sup-
ported universal access to health
care for years.

In the past year, the Depart-
ment's Small Group Insurance
Task Force, which Mr. Mar-

quardt formed, designed "legis-
lation making health insurance
coverage more affordable and
available for small businesses,"
he said.

While the legislation, HB 2870,
was defeated in the Legislature,
the commissioner expects that
key elements of the bill will be
introduced again in the next leg-
islative session.

Mr. Marquardt also pointed
out that the Insurance Depart-
ment worked closely with the

Continued on next page
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Legislature to establish the High
Risk Health Pool, which provides
coverage to ill or disabled people
who cannot find coverage in the
standard market.

On the matter of insurer sol-

vency, Mr. Marquardt said no
Washington-licensed insurer has
failed in 392 years, "a time of
very heavy financial pressure
upon the insurance industry."

In addition, the department
has made many of the procedural
and staffing changes needed to
satisfy National Assn. of Insur-
ance Commissioners accredita-

because he is "a highly respected
attorney, a known factor."

As a practicing attorney for 16
years, Ms. Senn has represented
consumer groups, labor unions
and small businesses in utility
company rate increase cases. She
also has served as counsel to sev-

eral legislative committees.
"This race is about health in-

surance reform and the insur-

ance industry's money. I will use
the powerful authority of this of-
fice to fight for affordable health
insurance," including preventive
care for all state residents, Ms.
Senn said.

'This race is about health insurance reform

and the insurance industry's money. I will
use the powerful authority of this office to fight

for affordable health insurance,' says
Democratic candidate Deborah Senn.

tion standards. If the Legislature
passes a department-developed
bill that meets NAIC legislative
requirements, Washington will
receive accreditation, he said.

Responding to criticism of tak-
ing money from insurance inter-
ests, Mr. Marquardt said "the
overwhelming majority" of his
campaign support is unrelated to
insurance.

He also cites informal opinion
on the matter that he requested
from the state attorney general's
office. That opinion, he said,
concluded that state law prohi-
bited only insurance companies
-not individuals working in the
industry-from. contributing to
candidate for commissioner.

On the charges of steering
work to Mr. Lindell's law firm, a

campaign coordinator for Mr.
Marquardt said the commis-
sioner "preferred" to give the
difficult legal work of the receiv-
ership proceedings to Mr. Lindell

She said that "by rule and leg-
islative mandate, the insurance
commissioner should help define
the necessary and essential cov-
erages" that all Washington resi-
dents should have. That coverage
should limit treatment exclu-

sions and pre-existing condition
exclusions for people who
change jobs or medical plans.

"The financial burden of

health care must be shared by
individuals, employers and gov-
ernment," Ms. Senn said.

There should be "rational cost

management without compro-
mising access, quality or good
medical practice," she said.

Mr. McCulloch has 22 years of
experience in employee benefits
as an executive with several in-

surance companies and a medical
cost management firm. He is now
an independent benefits consul-
tant and an insurance broker.

"The failure to pass the small
employer group medical bill dur-
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ing the last legislative session
was unnecessary" and the result
of Mr. Marquardt's "lack of lead-
ership," he charged.

Mr. McCulloch said he will

work to develop legislation to
provide adequate health care
coverage for small businesses.

He proposes, among other
things, requiring health insurers
to cover all small groups that
seek coverage and requiring the
insurers to use modified commu-

nity ratings. He also favors al-
lowing the commissioner to es-
tablish a reinsurance mechanism

for small employers funded by a
premium tax on employers.

Washington policyholders
were hurt by the failure of five
large insurers nationwide in the
past 12 months. As commis-
sioner, Mr. McCulloch would
"actively and personally monitor
developments in the insurance
industry in order to head off
and/or be ready for significant
difficulties."

But Mr. McCulloch faults Cali-

fornia Insurance Commissioner

John Garamendi's "appalling
and premature seizure" of Exec-
utive Life Insurance Co. He said

that action cost Executive Life

policyholders in Washington
millions of dollars.

Associate Editors Meg Fletcher,
Marie A. Hofmann and Louise
Kertesz contributed to this re-

port.
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Insurance industry
not easy to explain

By LOUISE KERTESZ

SAN FRANCISCO-How

would you explain the insurance
industry to a future president of
the United States?

In light of a rash of

 "industry bashing," thatquestion was posed to a
panel representing in-
surers, brokers, insur-

ance buyers, consul-
tants, regulators and the
press.

Led by Harvard Law School
Professor Charles Ogletree-the
panel moderator who raised the
presidential problem-panelists
at the annual Major Issues
Forum sponsored by the CPCU-
Harry J. Loman Foundation
tackled the issue of the public's
perception of the insurance in-
dustry. The no-holds-barred dis-
cussion of major industry topics
was held during the recent So-
ciety of Chartered Property and
Casualty Underwriters Confer-
ence.

"We sell an intangible product.
Its benefits come to you only in
time of trauma," responded
James W. Cannon, president of

Consumers fail

to hear message
SAFECO Property & Casualty
Cos. and executive vp of
SAFECO Corp. in Seattle. "How-
ever well we deliver it," he
pointed out, customers are still
"in an environment of stress"

when they need it.
And because the price of in-

surance is seen as too high and
rising ever higher, "it's difficult
to feel good about" insurance,
Mr. Cannon added. The public
views it as "a necessary evil."

"I hold the exact opposite
view," said Edith Adame, gen-
eral counsel for Latino Issues

Forum, a non-profit policy re-
search organization based in San
Francisco. "The insurance indus-

try sells a good product, yet the
message is not there for consum-
ers. The industry has not posi-
tioned itself as championing con-
sumer services and needs."

Besides, Ms. Adame continued,
industry executives have not ac-
cepted their "corporate responsi-

Continued on next Page
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bility role in modern America"
and often have not kept "close
tabs on rising costs."

"They're both right to some
extent," said Kathryn J. McIn-
tyre, publisher and editorial
director of Business Insurance in

Chicago. But, she added,
"Though the insurance industry
believes it sincerely," the argu-
ment that insurance is a product
customers can't really appreciate
"is a cop-out." The industry
must simply do a better job of
explaining its services.

"The difficulty is that insur-
ance is not a product that is used
on a daily or a monthly basis,"
Mr. Cannon said. He cited poli-
cyholders who were victims of
last October's fire in Oakland,
Calif., as among those who have
come to value insurance.

"Unless there is a claim, you
get no benefit from your insur-
ance. What other product" can
that be said of? asked Joseph P.
Decaminada, executive vp, sec-
retary and counsel for Atlantic
Mutual Cos. in New York.

To the argument that insur-
ance buyers could better ac-
quaint themselves with the prod-
uct, Mr. Decaminada responded,
"Do you think people want to
read about insurance?"

Nevertheless, insurers don't do
a good job explaining policies
and their exclusions, said Su-
zanne H. Crager, president of the
Risk & Insurance Management
Society Inc. and assistant vp-risk
management and insurance at
PNC Financial Corp. in Pitts-
burgh.

But consumers also have obli-

gations, countered Quill 0. Hea-
ley, chairman and CEO at Sedg-
wick James Inc. in New York.

L

For example, he asked, "How
many of us have read our direc-
tors and officers policies?"

Mr. Healey said the industry
"in general" is willing to "sit
down" and explain policy terms,
whereas the consumer is unwill-
ing to pay sufficient attention to
the subject.

The situation is different

among commercial buyers, who
are "more sophisticated" and re-
alize they need insurance to op-
erate their business. Commercial
buyers are generally more satis-
fied with insurance than per-
sonal lines customers, said
Edwin L. Overmyer, president
and CEO of broker Berwanger
Overmyer Associates in Co-
lumbus, Ohio, and 1991-92 presi-
dent-elect of The Society of
CPCU.

The industry also is concerned
about what consumers do read.

"The only news (about the in-

dustry) is bad news," observed
Jerrol L. Harris, senior vp at Cal-
ifornia Casualty Management
Co. in San Mateo, manager of
California Casualty Group. No-
body writes about the security
provided by the insurance indus-
try or about its contribution to
American finance, said Mr.
Harris, the 1991-92 president of
The Society of CPCU.

But recent public criticism of
the industry-including that
from Democratic presidential
candidate Bill Clinton-has been
leveled at health insurance and
not property/casualty insurance,
pointed out Russell R. Miller,
chairman of Russell Miller Inc.,
a consulting and investment
banking firm in San Francisco.

For example, "There has not
been a great deal of criticism of
the industry in Florida" in the
wake of Hurricane Andrew, he
said. Insurance "did just what it
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was supposed to do" after that
catastrophe, Mr. Miller asserted.

The problem is that the per-
sonal lines buyer views insur-
ance "as a commodity pur-
chase. . .like buying a can of
soup," and insurance is not a
commodity. "They will not stand
still and learn about the business
as we would like them to do,"
Mr. Cannon said.

"But listen to what the con-

sumer has spoken on," countered
Ms. Adame. One-third of Califor-
nia drivers have no auto insur-
ance because of the cost, she
said.

"Is that the insurers' fault?"
asked Professor Ogletree.

The high cost of auto insurance
in California is the result of poli-
cyholders having to pay for the
uninsured, Ms. Adame said.

Delving into another topic,
Professor Ogletree asked the
panelists whether "insurance
companies should be rooting" for
tort reform.

The National Assn of Insur-
ance Commissioners does not
have a position on tort reform
because there is no consensus on
the topic among state regulators,
responded William H. McCart-
ney, president of the NAIC and
director of the Nebraska Depart-
ment of Insurance.

Issues like tort reform and
health insurance reform are "so-
cietal issues," and regulators
"have their hands full" with
other responsibilities, such as in-
surer solvency, added Mr.
McCartney.

RIMS has joined with insurers
in supporting tort reform, but
"that combined clout has not
gotten us anywhere because our
legislators are lawyers, and they
look at what they can get out of
the system," said Ms. Crager.

Perhaps the industry should
not focus on the need for tort re-

form but on preventing abuse of
the claims system, said-Mr. De-
caminada, who is chairman of
the CPCU-Harry J. Loman Foun-
dation. Fraudulent claims are
often just exaggerated claims, he
said. Policyholders should be
compensated for the claim "but
not become a millionaire."

Because tort reform will be a
long time coming, we should in-
stead focus on "arbitration and
mediation of claims" and judg-
ment caps, he said.

Ms. Mcintyre expressed con-
cern that if disputes simply are
taken out of the court system and
sent to arbitration, the industry
will not work to improve the
civil justice system.

"We need to prosecute the doc-
tors and the lawyers" who are
dragging the plaintiffs into the
system, Ms. Mcintyre added. She
noted that in California, "cap-
pers" stand in unemployment
lines soliciting workers compen-
sation clients for attorneys.

"A whole infrastructure" of

abuse exists that is driving up
the cost of insurance "for all of
us," said Mr. Cannon, who critic-
ized the NAIC for not taking a
stance on tort reform.

The real abuse problem of the
'9Os is workers compensation,
said Mr. Decaminada. "Every
time we have a bad economic cli-

mate, we have more people in-
jured on the job," while, at the
same time, rates are suppressed.
Rates need to be increased, he
asserted.

"That's always the insurers'
answer," countered Ms. McIn-
tyre. The topic is reform of the
system, she reminded insurers,
noting that the industry should
have been talking about reform-
ing the workers comp system 10
years ago. .



S.hi,me,

Business Insurance, October 26, 1992 / 69

Insurers fear national health plan
Health care reform likely would shift costs to property/casualty underwriters: Panel

By LOUISE KERTESZ

SAN FRANCISCO-Property/
casualty insurers must take steps
now to avoid becoming "the last
cost-shift target" once national

 health care reforms
with their emphasis on
managed car.e--are inn-
plemented.

This is the opinion of
consultant Robert L.

Laszewski, a principal
at Health Policy &

Strategy Associates in Washing-
ton, and others participating in a
panel discussion at the annual
meeting of the Society of Char-
tered Property & Casualty Un-
derwriters, held earlier this
month in San Francisco.

Some form of federally admin-
istered health care program may
be inevitable, the panelists
agreed.

"In an ideal world," every
American should be guaranteed
access to health care, said Wil-
liam D. Hager, president and
chief executive officer of the Na-

tional Council on Compensation
Insurance in Boca Raton, Fla.
"Can we afford it? No. Should
we be concerned about a fe-

derally administered health care
system? Yes."

"What can we do now to pre-
pare for what seems to be com-
ing?" asked moderator Lawrence
G. Brandon, executive vp at the
American Institute for Chartered

CPCU meeting
attracts 5,300
SAN FRANCISCO-The

Society of Chartered Property
& Casualty Underwriters'
48th annual meeting and se-
minars were held Oct. 11-14
at the San Francisco Hilton.

Attendance this year-5,283
-was well ahead of last

year's pace-3,845. The meet-
ind's theme was "Promises
Kept: Making a Difference."

A gala celebration, "Streets
of San Francisco," featuring
strolling entertainment and
theatrical effects recreating
San Francisco's famous land-

marks, concluded the four-
day event.

Next year's meeting will be
held Oct. 24-27 in Baltimore.
For more information, contact
Rebecca A. Bodenner at 215-
251-2739.

Property Casualty Underwriters
in Malvern, Pa.

Reform will widen access, al-
lowing more people into the
health care system. "That will
exacerbate the need to control
costs," said Jeffrey J. Park, exec-
utive vp of investment research
firm Conning & Co. in Hartford,
Conn.

"There is no doubt that gov-
ernment will shift medical costs
to the property/casualty industry
under national health care re-

form," said Laura P. Sullivan,
vp-counsel and secretary at
State Farm Group in Blooming-
ton, Ill.

"The health care industry
knows that the workers compen-
sation system is a release valve
for its own cost problems,"
added Mr. Park.

Cost shifting is now a major
cost driver in workers comp, said
the NCCI's Mr. Hager.

Studies of Minnesota claim

files showed that similar injury
claims filed in the work comp
system cost on average twice as
much as those filed in the group
health system, he said. The rea-
sons: cost shifting and probable
fraud.

Managed care is the key to
keeping workers comp costs
down, said Edward W. Siver,
president of Siver Insurance
Management Consultants in St.
Petersburg, Fla.

There are three basic steps in
controlling workers comp costs,
Mr. Hager said:
• Pre-empting injuries with

"strong safety programs."
• Telling employees how the

workers comp system works, so
that they are confident their in-
juries will be compensated.
• Intervening early before in-

jured workers contact lawyers or
secure "ill-advised" medical
treatrnent.

Workers comp insurers may
fear that state laws designed to
protect injured workers will hin-
der their managed care efforts.
But "there are ways you can get
around even the most onerous

'anti-managed care' law," said
Mr. Laszewski.

For example, even in a state
that protects employees' rights
to choose doctors, an insurer can
approach a health maintenance
organization and say, "We will
work with you to keep an injured
worker (within the HMO)." This
way, the claim is kept within a
cost-controlled setting.

This approach will become in-
creasingly necessary because,

SCHIRMER ENGINEERING CORPORATION

Full Service Fire Protection/Life Safety Engineering

• Underwriting & Loss Control Reports
• Safety & Health Engineering
• Building & Fire Code Consultation
• Fire Suppression System Design
• Fire & Security Alarm System Design
• Litigation Support Services

707 LAKE COOK ROAD

DEERFIELD, IL 60015-4997
PHONE 708/272-8340

Dallas, TX - Los Angeles, CA - San Francisco, CA - Washington, DC

"believe it or not, most of the
people in this room will be in a
health maintenance organization
seven or eight years from now,"
Mr. Laszewski said.

A property/casualty insurer
"has to figure out how to plug
into this system" with arrange-
ments for treating injured work-
ers through HMOs, he said.

Since ennployers are directly
contracting with providers for
the treatment of injured workers
as well as for group health bene-
fits, "we in the industry should
work with providers, too," he
added.

Property/casualty insurers
should realize that they are part
of the health care system, em-
phasized Mr. Park. "Vendors are
the enemy, not the claimants," he
asserted.

"You have to take managed
care concepts out of the claims
department and into the (health
care plan). . .or else the prop-
erty/casualty industry will be the
victim of every interest in the
health care field," he said.

Apart from some "inside limits
and fee schedules, the workers
comp field is wide open" to ex-
periments in managed care, Mr.

Siver pointed out.
One experiment would be so-

called 24-hour coverage, where
workers would be treated under
one system, whether they were
injured at work or not.
"Wouldn't we be better off ad-

mitting there is no distinction
between group health and work-
ers comp and designing a prod-
uct accordingly?" Mr. Siver
asked.

He conceded that formulating
a 24-hour coverage program will
not be an easy task (see story,
page 70).

But, Mr. Laszewski said, "In
and of itself, employers are not
interested in merging workers
comp and group health." Instead,
employers are interested in get-
ting their health care costs under
control by transferring managed
care concepts from group health
to workers comp, he explained.

Asked what smaller casualty
companies can do to compete
with the larger insurers "that
have spent millions on medical
cost containment," Mr. Hager re-
sponded, "Get expertise," n6ting
that some insurers have bought
managed care companies to gain
that expertise. I
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Rallying cry for 24.hour coverage
Rising health costs, other changes call for study of concept

By LOUISE KERTESZ

SAN FRANCISCO--"Social and
economic conditions beg for us to
consider" 24-hour coverage, an Ore-

gon regulator says.
Medical costs are ris-

ing far faster in the
work€rs compensation
arena than they are for
group health care, he and
other experts maintain.

One reason is cost-

shifting: Workers who
lack health insurance

often claim that their illnesses are
work-related and seek care through
the Tworkers comp system.

Twenty-four-hour coverage pro-
grams also should be considered be-
cause of the changing makeup of
US. industry, said Gary K Weeks,
director of the Oregon Department
of Insurance and Finance.

Most workers no longer work in
heavy industry like mining or steel,
where it is often obvious which in-
juries are work-related, Mr. Weeks
said during a session at the Society
of Chartered Property & Casualty
Underwriters' recent annual confer-
ence.

There is no single definition of
24-hour coverage. Mr. Weeks noted.

Twenty-four-hour coverage propos-
als range from coordination of sepa-
rate workers comp and group health
care phans to fully integrating work-
ers comp and group health benefits
into a single program, he said.

The so-called "standard model"

would eliminate any distinction be-
tween group health benefits and
workers eompensation-two sys-
tems that have been separate since
the workers comp system was im-
plemented in 1911. said John F.
Burton, director of the Institute of
Management and Labor Relations at
Rutgers University in New Brins-
wick, N.J.

Employees covered by such a plan
would go to the same doctors and
receive the same medical benefits
whether they are hurt on or off the
job, he said.

Twenty-four-hour coverage is an
idea whose time has come, Mr. Bur-
ton asserted.

"The typical injury in 1911 was a
traumatic event-for instance a coal
mine collapse-and you could sort
out work-related disability,' he
said.

But, over time, determining
whether an illness is work-related
has become more difficult. "We
spend a lot of time trying to deter-

mine that, and it may be an ineffi-
cient use of time," Mr. Burton said.
"The work-related test becomes, for
a large number of cases, relatively
obsolete."

There also is an economic argu-
ment for implementing 24-hour cov-
erage programs, Mr. Weeks said.
Such coverage would eliminate
cost-shifting and present "oppor-
tunities for volume discounts that
we can't get now because we are
operating in two different markets."

No state yet allows 24-hour cover-
age, though several have approved
pilot programs and others are con-
sidering similar laws (BI, Sept. 28).

Mr. Burton, conceding that "we
don't know where on the spectrum
the right 24-hour program should
be," called for more states to permit
pilot programs.

Twenty-four-hour
coverage is an

idea whose time

has come, Mr.
Burton asserts.

Although Florida has allowed
such programs since 1990, none has
gotten off the ground because "the
law as drafted contains conflicting
language," Mr. Burton said. The De-
partment of Insurance has been try-
ing to get the Legislature to clarify
the law, he said.

Mr. Weeks also attributes the in-
action on 24-hour programs in Flor-
ida to ambiguous legislation.

"Florida sets the wrong stage for
us to move forward," Mr. Weeks as-
serted. Because no pilot program
has yet been set up there, "people
say that proves there is no demand
for the pmduct," he said. "That's not
true."

In Oregon, "we're trying to bring
all parties together" before crafting
legislation, Mr. Weeks said. Talks
have been going for eight months,
and a bill will be introduced during
the next legislative session, he said.

Meanwhile, Oregon has applied
for a grant from the Robert Wood
Johnson Foundation to conduct a
24-hour coverage pilot program.

But, 24-hour coverage still will
face obstacles even after programs
are implemented. There may be
.turf battles" when both the group
health and workers comp depart-
ments of an insurer get involved,
Mr. Burton said.

Other turf battles might occur in
state regulatory bodies in those
states where different agencies regu-
late group health and workers comp
programs.

And risk managers and employee
benefit managers also may clash,
because the workers comp and
group health systems traditionally
have been kept separate, Mr. Weeks
said.

Other problems in implementing
24-hour coverage will be the need to
educate employers, agents and bro-
kers, with perhaps a licensing re-
quirement imposed on brokers plac-
ing 24-hour coverage, he said.

And 24-hour coverage itself may
have its drawbacks. For instance,
coinsurance and deductibles reduce
the consumption of health care ser-
vices. What happens if coinsurance
and deductibles are eliminated from
group health coverage to create a
uniform plan? Mr. Burton asked.

In addition, employers' commit-
ment to occupational safety and
health programs might wane under

a 24-hour coverage plan, he said.
The workers comp system "has

a great influence on occupational
safety and health programs," in that
employers are experience-rated, he
pointed out.

"If we break down the distinc-
tion (between group health and
workers comp), it becomes harder to
use financial incentives on employ-
ers to improve workplace safety. We
may undermine the safety incen-
tive," he said.

However, Mr. Weeks disagreed.
"The notion that experience-rating
has driven all this is wrong."

Employers do not implement
safety programs just to save money,
he said. Morale improves when em-
ployees see that their employer
wants a safe workplace.

Another potential problem with
pilot programs is that some may not
be adopted for the long term. "There
is a serious issue in designing a pilot.
If it is abandoned, what happens to
the workers injured" while it was in
effect? Mr. Burton asked.

"Workers comp claims can go on
for 20 to 30 years, as opposed to the
more limited exposure for a group
health carrier," he explained.

Insurers will have to design a pol-
icy to assure employers that their
obligations under the workers comp
law are met even though a 24-hour
pilot program may fail, he said.

Regulators also will have to do
some work before 24-hour cover-
age is implemented. Insurer asset
and reserve requirements and guar-
anty funds all may have to be modi-
fied, Mr. Weeks said.

"But these may not be major dif-
ficulties," he said. "We're going to
look at these requirements in such a
way as to encourage companies to
do business in Oregon."

The session was moderated by J.
Wesley Ooms, assistant vp at State
Farm Fire & Casualty Co. in Bloo-
mington, Ill., and the 1991-92 vp of
the Society of CPCU. a
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Health care data analysis a necessity
By MICHAEL SCHACHNER

BOSTON-Quality data is a ne-
cessity for employers to properly
design or purchase a cost-effective
employee health care plan, a trio of
benefits experts insist.

Obtaining, and then breaking
down, health care data is the only
way for a company to know with
any element of certainty whether
the benefits it provides are appro-
priate or whether changes are nec-
essary, they say.

But numerous obstacles to ob-

taining quality data must be over-
come, they point out.

"There's a lot of information you
need to know to make sound busi-

ness decisions. You may not neces-
sarily need to collect the data your-
self, but you at least have to get your
provider to disseminate it to you,"
said Bill Custer, research director

with the Employee Benefits Re-
search Institute in Washington.

Speaking at the Council on Em-
ployee Benefits' 46th Annual Fall
Conference, held Oct. 1-2 in Boston,

Mr. Custer emphasized that collect-
ing and understanding health care
data is vital for employers.

James Stutz, executive director of
the St. Louis Area Business Health

Coalition, also asserted that employ-
ers' need to analyze health care data
will grow in the 1990s.

Councilon

Employee Benefits

Fall Conference
Boston

"If employers don't want to pay
more than they have to, they should
know as much as possible about
where their money is going. Why
leave money on the table?" he ques-
tioned.

Employers must ask a number of
important questions when analyzing
their programs:
• Exactly who is receiving bene-

fits?

Benefit managers can make much
wiser decisions with a firm knowl-

edge of their company's demograph-
ics, specifically the age and sex
breakdown of their employee popu-
lation, Mr. Stutz said.

• What are the charges, billing
procedures and other pertinent in-
formation about the employer's
leading providers?

"It's good to 1cnow exactly which
hospitals your employees go to most.
This way you can negotiate with
them to get data on charges and
procedures," he said.
• How many health care services

are actually used?
Raw data on health care con-

Corporate culture
guides benefit plan

By MICHAEL SCHACHNER

BOSTON-Defining and docu-
menting corporate goals and
practices can provide a guide for
benefits decisions and assist

overall corporate management,
says a management and benefits
consultant.

By integrating benefits strate-
gies with overall human re-
sources strategies, companies
can ensure that benefits pro-
grams support overall corporate
direction and culture, he said.

And documenting both of those
strategies will give a company a
roadmap to follow in future ben-
efits decisions, asserted Gregory
Wiber, a group executive.with
Buck Consultants Inc. in New
York.

"Your benefits strategy should
consist of an information foun-
dation that's business-driven.

Benefits strategies today have to

be based on employee demo-
graphics, important legislative
issues and the competition," ex-
plained Mr. Wiber, who spoke at
the Council on Employee Bene-
fits conference earlier this
month.

Once management has agreed
on a strategy, it then has to de-
velop a corresponding plan of
action.

"This is really the key element.
It's not the statements you make
about your strategy, but it's the
action plans that really make
something go. Your plans of ac-
tion will be based on current

programs and how those pro-
grams compare to the strategic
statement you have developed,"
Mr. Wiber said.

However, the consultant em-
phasized that companies cannot
put the cart before the horse. Be-
fore action plans can be deve-

Continued on next page
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sumption, like number of office
visits per 100 workers, helps em-
ployers determine whether plan de-
sign is appropriate.
• What is normal health care uti-

lization for a similar employee
group?

Knowledge of group norms is
vital, because it allows the employer
to assess whether its benefit levels

are appropriate.
To make these comparisons, the

company needs to possess general
data generated by similar employee
populations, Mr. Stutz said.
• Are there benchmark com-

panies to emulate?
"Identifying a teacher or a low-

cost company is a good idea. It's also
wise to identify a high-quality plan
elsewhere to shoot for," he said.

Together, low cost and high qual-
ity benchmarks also give the em-
ployer a tool for communication. "It
allows you to convey to manage-
ment and the employee where you
are going and why," explained Mr.
Stutz.

• What are per capita benefit
costs?

Employers must know what
they're paying per employee in ben-
efits to place a value on what is
offered. Without this, benefit costs
are without context, he said.

The data must meet several cri-

teria to be of any value, said Mark

Epstein, executive director of the
National Assn. of Health Data Or-

ganizations in Arlington, Va.
"Data has to be comparable over

time, and it must be accurate and
reliable," he said. "It also has to be
timely. Much of the data that's
available now is more than a year
old. We would like for it to be much

newer.

"Today it's not possible, but hope-
fully soon we'll be able to access
data that's only a day or two old,"
he added.

Mr. Epstein also detailed what
he perceives to be the biggest bar-
riers that exist to the collection and

comprehension of health care data.
"There's simply too much data
available, but not enough knowl-
edge of what to do with it all," he
said.

In addition, what data is avail-
able is not uniform, he added.

For example, "the health care in-
dustry lacks definitions of what is a
common medical practice. Not only
that, but there are major gaps in the
data that's available, and there isn't
a whole lot of outcome information

out there," said Mr. Epstein.
He also noted that there is a

problem with gaining access to
data.

"Until these deficiencies are

ironed out, there will continue to
be unnecessary money spent."

Another barrier to employers get-
ting their hands on data is the issue
of privacy. "At the individual level,
there's the question of who has ac-
cess to what under what circum-

stances. At the same time, we still
need larger data bases consisting of
personal information," said Mr. Ep-
stein.

Cost also continues to plague the
data collection game. "We all know
that there's a cost to everything, but
maintaining and updating current
data bases is very expensive," he
noted.

"But it's also expensive not to
have the data. We're at a point
where we have to pick our poi-
son."

Fear of competition also tends to
adversely influence hospitals, Mr.
Epstein said.

Many hospitals fear they'It lose
patients if they offer data to em-
ployers, because that employer
could compare data from other faci-
lities and then prohibit employees
from seeking care at that hospital,
he said.

Nevertheless, "we need a national
commitment to health data collec-

tion and dissemination," said Mr.

Epstein.
"The government can't do it alone

and neither can the private sector.
Health care reform will center
around what we know." •
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Benefit planning
Continued from previous page
loped, the benefits strategy has to be
converted into a concise statement.

"The idea of documenting a bene-
fits strategy isn't to create a big
binder full of words. It is much bet-

ter to concisely communicate where
the benefits program fits into the
corporate strategy, where it's going
and why," said Mr. Wiber.

"Touch on the position benefits
play in the corporation and explain
the company's commitment to bene-
fits and how the benefits will be ad-

ministered and communicated."

One company that has crafted its
benefits program based on a greater
corporate strategy is Cnim & For-
ster Inc.

According to Vincent Sweeney,
vp-benefits, Crum & Forster's man-
agement recently realized that it
needed to get its six divisions all on
the same page-in benefits as well
as other areas.

"We accepted the fact that we
were an organization in change. We

wanted to develop a link between
the employee, our products and the
customer. We needed programs that
were variable to meet the needs of

the different divisions, but they all
had to be linked," he said.

Whatever approach the company
would take would have to appeal to
employees. "We had to recruit and
retain people," Mr. Sweeney said.

Crum & Forster also decided to

give the program a very broad ap-
peal. "We placed our priority on the
majority (of employees). We decided
that we couldn't cater to the indi-

vidual squeaky wheel," he said.
Its primary communications goal

was to convince employees of the
value of the program. "We wanted
to highlight what has been happen-
ing with costs, but we really com-
municated value."

Before selecting the health care
plan it would offer, Crum & Forster
also studied its edsting plan.

"We had a terrible lack of in-

tegration among providers," said
Mr. Sweeney. "Our people were
going in all directions for care,

which made it impossible for us to
evaluate our providers, the value of
our plans or anything else."

Another drawback: The plan had
no built-in concurrent cost controls.

"All the analysis we did was ret-
roactive," Mr. Sweeney explained.

"We thought we could control the
future based on the past. Eventually,
we realized we had to avoid care

rather than control costs."

After all the introspection, Crum
& Forster decided on a managed in-
demnity plan with a "gatekeeper"
physician controlling access to all
health care, including dental care.

"This returned all responsibility
to the provider. He's now less wor-
ried about justifying charges and
more concerned about quality care,"
he said.

The program also encourages
wellness, "and not just physical
exams and immunization.

"The managed care edge will
erode after time. We have to get
people to a greater state of health.
With healthy people, it stands to
reason that they'll cost less." •
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CEBS speakers address
election, job security

BOSTON-The Council on Em-

ployee Benefits' 46th annual Fall
Conference, held Oct. 1-2, drew 188
people to Boston.

Among the sessions presented:
• Anthony Knettel, director of

health care policy with the ERISA
Industry Committee in Washington,
kicked off the conference by discus-
sing the impact of the presidential
election on health care reform.

"Unfortunately, the election prob-
ably won't make as much difference
as one would hope. Politics isn't an
exact science," he said.

But, if President Bush is re-
elected, the health care debate will
remain polarized, Mr. Knettel said.

"Given the differences Mr. Bush

has with the Democratic Party,
there will likely be little reform that
he will control. The Democrats in

Congress will set the timetable."
And, if Bill Clinton is elected,

"there is no guarantee that anything
will be different. It's easy for a can-
didate to say one thing during a
campaign, but one's perspective
tends to change once it's coming
from the White House."

• William Morin, chairman of
Drake Beam Morin Inc., a New
York-based outplacement firm, de-
scribed how the workforce and em-

ployee values are changing in the
1990s.

"There is no more cradle-to-grave
security today. The wonderful days
of a promotion every two years are
gone. Today, the average college
graduate will change jobs 7.5 times,
and four of those changes will be

Councilon

Employee Benefits

Fall Conference
Boston

involuntary," he said.
He stressed that these factors have

given employees and employers
whole new definitions of preretire-
ment planning.

"Voluntary retirement programs
with financial and career packages
are very hot for employees now."

Mr. Morin also said the number of

employees leaving companies to
work for vendors or as part-time
consultants is growing.

Companies are responding to
these trends by providing more
directional counseling. They're also
offering outgoing employees inter-
est-free loans to help them start up
their own businesses.

• Al King, director of personal fi-
nance services with Coopers & Ly-
brand in Stamford, Conn., said em-
ployers can help the growing
number of displaced workers by up-
dating employee benefit data bases.

The data bases should be able

to perform "what-if" scenarios de-
picting future taxes and what in-
come will look like if contributions

to 401(k) plans are changed.
Next year's fall conference, the

only CEB meeting also open to non-
members, is scheduled for Oct. 27-
29 at the Ritz-Carlton Pentagon City
in Arlington, Va. I

Construction claims could

costyouanarmandaleg.
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Hill Itternational mn helj).
With the financial risks

of construction so high,
more and more insurance

providers are making
Hill International part
of their claims manage-
ment strategies.

As the international leader

in claims analysis and
expert witness testimony,
Hill can help you resolve
claims equitably and

Ill[[

expeditiously. Better yet, we
have the experience (over
$25 billion in construction
claims worldwide) to antici-

pate and help resolve dis-
putes early on, so you can
avoid costly and time-con-
suming litigation.

Why risk catastrophic loss?
Call Howard A. Feldman,

Vice President, at
1-800-222-0127.

Hill international, Inc.
Corporate Headquarters, One Levitt Parkway, Willingboro, NJ 08046

FAX: (609) 871-5714 • Offices Worldwide



INTERNATIONAL

Members ready to fight
By STACY SHAPIRO

LONDON-Lloyd's of London
members facing huge losses on de-
funct syndicates managed by Gooda
Walker Ltd. and Feltrim Under-

writing Agencies Ltd. are prepared
for a protracted legal battle if neces-
sary to eliminate their liability for
the losses.

Both groups hope they can set-
tle out of court with dozens of mem-

bers agencies, the Feltrim and
Gooda Walker managing agencies
and other related parties.

But now that loss review reports
have been published on the Gooda
Walker and Feltrim syndicates, the
members will meet to discuss their

litigation strategies.
The 1,300 litigatmg Feltrim mem-

bers will meet Nov. 12, said Colin
Hook, chairman of the Feltrim
Names Assn.

The estimated 2,000 Gooda

Dispute on losses
at Feltrim, Gooda
could go to court

Walker members will discuss their

legal course at a Nov. 30 annual
meeting, said Alfred Doll-Steinberg,
chairman of the Gooda Walker Ac-

tion Group.
Both groups say the loss review

reports have provided evidence to
prove that the losses were largely
caused by "sheer incompetence" and
"negligence."

Mr. Hook said although the Fel-
trim report will encourage members
to sue if settlement is impossible, "it
can't be a good thing (for Lloyd's) to
wash your dirty linen in public day
by day."

Mr. Doll-Steinberg said it is likely
"that we will have to go through a

few (litigation) rounds first before
we get a knock-out."

However, a consultant in the
market said a settlement is unlikely
because "there are huge sums in-
volred."

The Feltrim and Gooda Walker

members face estimated 1.37 billion

pounds ($2.23 billion at current ex-
change rates) in net losses.

The amount of errors and omis-

sions coverage the defendants have
available to pay Gooda Walker and
Feltrim members could be limited.

Though one report suggests that the
total amount of errors and omissions

coverage available is 500 million
pounds ($813 million), the total
could depend on how many claims
have been nnade against the agen-
cies' separate E&0 policies in the
relevant years of loss.

E&0 insurers also may delay a
settlement because "if reinsurers are

Continued on page 76
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Vienna, seen here at dusk, hosted the International Insurance and
Risk Management Conference.

Europe offers
Insurers still assessing damage lessons for U.S.
from blast at Japanese refinery By GAVIN SOUTER

TOKYO-It is too early to as-
sess the total insured losses from

last week's oil refinery explosion
and fire in Japan that 1dlled nine
employees, said a spokesman for
Tokio Marine & Fire Insurance Co.
Ltd.

However, London underwriters
do not believe that the loss will be

big enough to enter London's catas-
trophe reinsurance market.

It is not known whether the re-

finery was insured for business in-
terruption, London sources said.

In addition to the nine deaths,
eight people were injured, three
seriously, in the explosion and sub-
sequent fire at Fuji Oil's Sodegaura
oil refinery in Chiba Prefecture,
Japan. The explosion occurred at
the refinery's No.2 light-oil desul-
furization equipment section at ap-
proximately 4 p.m. Friday, and the

GLOBAL BRIEFS

equipment section burst into flames,
burning for three hours.

The damage to the total refin-
ery complex was quite small, ac-
cor(ling to a Fuji Oil spokesman.
However, because the desulfuriza-
tion equipment section is now non-
functional, related processing units
also have been closed down, and the
refinery is operating at only 40% ca-
pacity.

Fuji Oil's property insurance is
written by a consortium led by
Tokio Marine & Fire. London

sources say the coverage has limits
of 130 billion yen ($1.06 billion at
current exchange rate), with Tokio
Marine & Fire writing 20% and the
rest being coinsured by seven other

Japanese insurers, including: Dowa
Fire & Maline Insurance Co. Ltd.,
Koa Fire & Marine Insurance Co.
Ltd., Mitsui Marine & Fire Insur-
ance Co. Ltd., Nichido Fire & Ma-
rine Insurance Co. Ltd., Nippon Fire
& Marine Insurance Co. Ltd., Sumi-
tomo Marine & Fire Insurance Co.

Ltd. and Yasuda Fire & Marine In-
surance Co. Ltd.

Reinsurance is placed in domestic
and overseas markets.

-By Judith Rawnslet/,
Maria Kielmas

and Stacy Shapiro

Colombia quake loss
Insurers are not expecting large

claims from two strong earthquakes
that struck northwestern Colombia.

The Oct. 18 quake, measuring 6.6 on
Continued on page 77

OIL forms high=layer facility
TOPS to offer coverage for North Sea rigs by year end

By ROGER SCOTTON

HAMILTON, Bermuda-Shareholders in Oil In-
surance Ltd., Bermuda's petroleum industry mutual
insurance company, are forming a new company to
provide coverage for offshore oil and gas rigs
operating in the North Sea.

As its name implies, TOPS Insurance Ltd. will
offer the top $100 million layer of insurance pro-
tection against the total loss of a policyholder's off-
shore structure.

TOPS, which stands for "total-loss offshore pro-
duction structure," was incorporated two months
ago. It will begin writing coverage in time for the
year-end renewal season, operating from OIL's
Bermuda headquarters.

The company's launch comes amid a continued
capacity contraction at Lloyd's of London for off-
shore coverages, especially for high-layer exposures
on certain high-value risks.

OIL President and CEO K. Doyle Stephens an-
nounced the venture on Oct. 16, but has declined to
discuss TOPS in detail. A press release states that
on Oct. 14, "a group of potential investors" unani-
mously concluded there was "sufficient commit-
ment to activate the company."

The statement says TOPS is the result of "a pri-
vate initiative started by a group of interested
insurance buyers in response to worsening condi-
tions in conventional markets."

The statement adds that the group plans to hold a

final organizational meeting, described as an "acti-
vation meeting," in early December. "At that time,
official subscriptions and other documentation will
be completed, and the company will be prepared to
begin insurance operations, effective Jan. 1, 1993."

TOPS will be insuring the same type of risks co-
vered by OIL. The TOPS coverage is expected to
complement OIL's basic policy for specific prop-
erty, liability and other catastrophe risks.

OIL writes up to $150 million in all-risk property
damage coverage, well-control insurance and
third-party pollution liability coverage. It also
offers its approximately 50 oil-industry members
an optional additional layer of insurance covering
another $50 million per occurrence. Other options
include replacement-cost, restoration and re-drill-
ing coverages.

Market sources say that not all OIL members will
be contributing to TOPS, nor will TOPS cover be
restricted to OIL members only.

Mr. Stephens' announcement did not come as a
complete surprise.

He indicated that expansion was in the cards
when he noted in his 1991 report to shareholders
that OIL was entering a period of substantial
growth "as commercial markets continue to harden
and capacity becomes more scarce."

And he said in a March interview that the time
had come for OIL to take its place in the mar-
ket and offer its services to a wider range of clients
(BI, March 30). m

VIENNA, Austria-U.S. risk

managers may be the acknow-
ledged leaders in the field, but
they could still learn a lot from
their European coun-
terparts, says a U.S.

risk manager now .
working Europe.

"Europe has bor- 1-1
-

rowed the best of the

U.S. risk management
philosophy. What is
indeed unfortunate is
that the U.S. risk man-

ager has not also bor-
rowed from the best of European
risk management practice," said
Paul York, vp-risk management
and insurance at ABB Asea

Brown Boveri Ltd. Before j6ining
the Swiss electronics and manu-

facturing concern, he was risk
manager for Union Carbide
Corp.

More than his U.S. counter-

part, the European risk manager
is adept at dealing with company
politics, Mr. York said at the
22nd International Insurance

and Risk Management Confer-
ence sponsored by Management
Centre Europe.

"The European risk manager
knows how to deal effectively
with the political realities of his
life, while the U.S. risk manager
is quite unprepared for dealing
with or turning to his advantage
the politics present in his Euro-
pean subsidiaries, for example,"
Mr. York said.

The result is that goals take
longer to achieve in Europe but,
once established, they stay in
place. "Consensus and compro-
mise are not by-words in
America," he said.

Cross-fertilization of ideas

should help risk managers on
both sides of the ocean choose

between a centralized and de-

centralized approach, Mr. York
said.

Traditionally, U.S. risk man-
agers have favored the fornner
and Europeans the latter, he
said. But this is changing.

"Centralization of risk man-

agement certainly makes life ea-
sier, and some would argue bet-
ter, for the corporation in
achieving its goals," he said.

Among the advantages of the
centralized approach are that it
is simple and cost-effective, said
Mr. York. It also assures quality;
assures deductible levels are rea-

sonable; assures loss control
measures are imple-

 mented; and assures
r----3 that corporate risk

1 management decisions
1 are carried through.

 A decentralized ap-
proach presents nnore
problems, but once
they are conquered,

| there are added bene-
fits, he said.

The problems include: varying
levels of risk retention; obtaining
full coverage; payment of premi-
ums by different corporate units;
uniting all of the different units;
and minimizing costs.

One advantage Mr. York cited
to decentralization is that it gets
everyone involved. "Forcing cre-
ativity and having a more fo-
cused approach can and often
does yield positive results."

Take the best from both ap-
proaches, he advised. "Like with
almost everything in life, moder-
ation in the approach and appli-
cation of common sense in forg-
ing a balanced program, taking
the best from each absolute posi-
tion, will (work best)."

European risk managers can
still learn from U.S. risk man-

agement practices, he said.
"As a general statement, the

level and attention paid to loss
control is less in Europe than in
America. When Europe adopts
the same loss control philosophy,
the costs of insurance will go
down."

Although highly protected risk
principles have made their way
across the Atlantic, they still are
far from universally accepted,
Mr. York said.

The benefits of HPR engi-
neering are becoming more im-
portant worldwide, he said.
" 'Just-in-time' inventory con-
trols, long lead times for major
or very specialized equipment,
and the fact that labor and tech-

nical skills may be lost in the
event of a major loss have added
to the pressure to respond with a
more aggressive loss control pro-

Continued on nezt page
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GARDNER MOUNTAIN BARR

IN THE U.S.A.:

GMB INC.
A SUBSIDIARY OF HOGG ROBINSON

NORTH AMERICA INC.

17 STATE STREET

NEW YORK, NY 10004

ATT: MIle FoGARTY
(212)514-8100 FAK:(212)514-8027

.

IN THE U.K.

GMB (LoNDON)
A DIVISION OF HoGG INSURANCE BROKERS LIMITED,

LLOYD'S BROKERS

1 PORTSOKEN STREET

INDON, ENGLAND El 8DF

ATT: TIM JAGGS

071480-4683 FAX: 071 702-0544

Learning
Continued from previous page
gram," Mr. York said.

And companies should not look
for a full return on HPR invest-

ments like sprinkler systems
through premium reductions, he
said. Sprinkler systems' benefits
should be measured in terms of

the cost of a loss if they were not
installed.

Mr. York had other advice for

.-4,/Ilis -'.. I

7 'Kndw'your insurers

4641:jah@-*96, do not
f:fi lik*whht fou find,
]4...,kh*ngeit,'

says Paul York.

risk managers.
Disastrous results of insurers

and reinsurers should encourage
risk managers to look more
closely at insurer security, he
said. "Know your insurers, know
where the reinsurance on your
account is placed, know what the
costs are in each transaction, and
if you do not like what you find,
change it." .

NEW NEW

POLICE

PROFESSIONAL

LIABILITY

Wide Range of Umits of Uability

Wide Range of Deductible Options

A Highly Respected Insuror, A' Prime Rated

A Broad Definition of Insured

Jail Facilities Coverage

Full Civil Rights Coverage Optional

First-Aid Coverage Included

Coverage for "Moonlighting" Included

Occurrence and Claims Made Forms Available

Retroactive Dates for Claims Made and Occurrence

Insured's Right to Select Legal Counsel

Insured's Right to Reject Settlement

PUBLIC OFFICIALS LIABILITY also available

Our years of experience and research and development in this class of business assures you
a quality product. Our professional underwriting and claims staff assures you of service both
before and after the sale.

ASK US TO FAX YOU AN APPLICATION TODAY!

COVER CORPORATION
P.O.Box 5096. Southfield. Michigan 48086
Telephone: (313) 358-4010
Facsimile: (313) 358-2459

COVERAGE MAY NOT BE AVAILABLE IN ALL STATES
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Getting out of office
only gets you so far
Top-level support critical to risk manager

By GAVIN SOUTER

JUL

VIENNA, Austria-Support from
upper management is essential to a
successful risk management pro-
gram, a British risk manager says.

By getting out of their
offices to keep a tighter
control over risks, risk
managers can go a long
ways toward controlling
and reducing a com-
pany's risks.

But the full benefits of

a program can only be
achieved if a risk man-

agement ethos is en-
couraged companywide, said Ri-
chard Reddaway, group insurance
manager of Glaxo Holdings P.L.C.
in Greenford, England.

Mr. Reddaway spoke at the 22nd
International Insurance and Risk

Management Conference sponsored
by Management Centre Europe.

Glaxo's primary exposures are:
public and product liability, product
tampering, exporting risks, large
exposures in the United States and

' political risks.
A 14-person risk management de-

partment develops companywide
health and safety, environmental
protection and loss control strate-
gies. That department could not
function properly without without
the total backing of senior manage-
ment, said Mr. Reddaway.

"Our deputy chairman and chief
executive officer recently rewrote
the company statement on health
and safety. This ensures that health
and safety are not seen as optional
extras but are crucial components of
good company practice."

Although the risk management
department monitors health and
safety practices and advises the
company board, the instructions
come from the top, he said.

The risk management department
also provides benchmarks to all of
the company's operating units
through manuals on occupational
health and hygiene, environmental
protection, and safety and loss pre-
vention, Mr. Reddaway said.

But the documents are originally
drawn up by the production manag-
ers, who know the most about the
production processes, he said.

The risk management department
then monitors the adherence to the

manuals, carries out regular en-

m

vironmental audits and also moni-

tors actual incidents, Mr. Reddaway
said.

"These requirements do not im-
pose a significant burden on group
companies as much of the required

information is already
gathered in compliance
with local statutory or
insurance requirements."

The purpose of the ex-
ercise is to obtain as

much information on

losses as possible so that
employees do not fear
the consequences of re-
porting incidents, Mr.

Reddaway explained.
"There must be no punishment

of employees for reporting an in-
cident, as our aim is to learn from
our expenence."

Risk managers should make sure
that they regularly visit all of the
company's sites, he said.

"By doing this you can check that
the company's risk management
standards are being met, promote
health and safety in person, and
liaise with local insurers and bro-

kers," Mr. Reddaway said.
And formal risk audits should be

done at each site every two to four
years, he said. "You should always
award a mark after the audit be-

cause the site management will
usually try to improve on the mark
next time."

Risk managers should also meet
regularly with the company's cen-
tral insurers, brokers and captive
managers, he said.

"I spend at least a week (a year)
with our insurers reviewing the
progress of each site. And I expect to
receive good technical advice and
expertise when I am with them."

Throughout the whole risk man-
agement process, the risk manage-
ment department should strive to
acquire as much knowledge of the
risks a company is exposed to as
possible, he said. "Reduce the un-
known to the known and control the
total cost of risk."

And to ensure the risk manage-
ment department has a constant
measure of its effectiveness, it
makes an annual report to company
management on its activities, he
said.

"This is an excellent means of

challenging ourselves," Mr. Red-
daway said. .

See you in Copenhagen...

0
e

and in London, Singapore, Sydney, Auckland, Santiago, Athens..
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Eastern Europe offers insurance opportunities to West
By GAVIN SOUTER

VIENNA, Austria-The nations of
Eastern and Central Europe all offer
potential for western insurens, but
some offer more than others.

The process of transforming cen-
trally managed economies into mar-
ket economies already has provided
opportunities for Western insurers,
and more are bound to follow, an
insurer said.

But, the economies of the for-
mer Eastern bloc nations are evolv-

ing at different rates and with vary-
ing success, said Manfred Illner, a
deputy board member at Allianz In-
surance A.G. in Munich, Germany.

The countries that offer the most

potential to Western investors are
Hungary, the Commonwealth of In-
dependent States, the former East
Germany, Poland and the Czech and
Slovak republics, Mr. Illner said at
the 22nd International Insurance

and Risk Management Conference.
"Hungary is probably the abso-

lute fairy-tale country of the East,"
Mr. Illner said.

Hungarian political conditions are
stable and, in contrast to other East-

ern European nations, the country
has experience with private enter-
prise through private companies and

the franchising of some state enter-
prises like hotels and restaurants.

Also, Hungary was quick to au-
thorize joint ventures with Western
companies and reform its tax sys-
tem, Mr. Illner said.

The Hungarian insurance indus-
try is also a step ahead of other
Eastern European markets, Mr.
Illner said. In 1986, the monopoly of
the state insurer Allami Biztosito

was abolished when a second com-

pany, Hungaria Biztosito, was
formed to write reinsurance. Since

1988, the two have competed.
"You can measure the potential of

this market by the fact that in 1988
approximately 80 deutsche marks
($52.75 at current exchange rate) per
inhabitant was spent on insurance."
In comparison, 2,255 deutsche
marks ($1,685) per inhabitant was
spent on insurance in West Ger-

many in 1990, he said.
Insurance in Hungary is primarily

sold through agents, and more than
10,000 agents or sub-agents work
for the insurers. However, 27 au-

thorized brokers work in Hungary.
Foreign insurers have already

moved into Hungary. Italian insurer
Assicurazioni Generali S.p.A. has
set up a joint venture, AB-Generali,
with Allami Biztosito; while Colonia

Insurance A.G. of Germany has
taken a 12% stake in Atlaz, a Hun-

garian travel insurer. Allianz now
owns the majority share of Hun-
garia Biztosito.

The countries of the Common-

wealth of Independent States have
had to face more severe political
problems and changes, he said. "Na-
tionalist aims of the former states

are leading to a growing heterogene-
ity and willingness to argue."

However, the individual states,

apart from Russia, will find it diffi-
cult to combat the problems of
transforming politically and eco-
nomically on their own, Mr. Illner
said. "The pressure to join together
is the result of the lack of an auton-

omous economic infrastructure."

The cooperation between the
states so far, combined with the

Russia's dominating influence, has
led to the freeing of prices of many
goods, tax increases, cuts in state
budgets and the dissolution of eco-
nomic monopolies, he said. On the
downside, economic freedom also

has brought inflation and food lines.
The insurance industry in Rus-

sia still is limited by a lack of a Insurance is mainly sold through
legal foundation for an insurance the 11,000, mainly Gosstrakh,
market outside of Gosstrakh and agents in the CIS.
Ingosstrakh, the former Foreign insurers are

state-owned insurers, -fl -- - g already investing in the
Mr. Illner said. : j* CIS. Ventures have been

Currently, a draft in-             formed with German,

surance bill before the J h '.'45 --5 - ..,di French, Spanish and Pol-
Russian legislature will = F.= ish insurers, he said.
allow foreign insurers to I + ill Although East Ger-

own 49% of Russian in- F;93* ;b f" many has been absorbed
surers, he said. -'· '- :4 _ by the Federal Republic

In addition to the for- -- ': ' 7% of Germany, it still faces
mer state insurers, about problems similar to other
600 private companies have Eastern European nations.
emerged despite the lack of legisla- "Increased investment and service
tion, he said. But many of the new activity by West German companies
companies are financially unsound. and rationalization measures in-

And, "Most of them have not yet volving the redundancy of a large
even heard of reinsurance." part of the labor force characterize

the economic situation," he said.

The potential for "foreign" invest-
ment in the area has largely been
seized by western German com-
panies, he said. Allianz has taken
over the former East Germany state
insurer, and other German com-
panies have moved into the east.

The break-up of Czechoslovakia
into the Czech and Slovak republics
adds a new dimension to foreign in-
vestment in Eastern Europe as Slo-
vakia looks to its eastern neighbors
for economic partnerships, he said.

The Czech republic, too, may not
welcome extensive Western invest-

ment, Mr. Illner said, and fears

being caught in unwanted depen-
dence. "In particular, there is a per-
ceived danger of too close a link

11

with (Germany)," he said.
However, many companies in

both republics gradually are being
privatized, and the two state insur-
ers are due to follow, Mr. Illner said.

A new insurance supervisory law
based on the German system has
been passed by the old Czechoslova-
kian government, and two new in-
surers have been established: Ko-

operativa Poistovna Drustevne Po-
jistovna and Otcina.

There are few brokers in the mar-

ket, with most insurance sold
through insurer representatives.

Poland's economy has been hand-
icapped by its unstable political sit-
uation, Mr. Illner said. "The main

problem here is the aspiration for
Continued on next page
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Eastern Europe Service, managing risk, key to global successCont:nued Fom prevzous page
power and influence of President
Walesa who all too often interferes By GAVIN SOUTER order," said Eugenio . -,,4 o · » u 1 velopment of Easternin daily political life and does not Coppola, chairman and 32, «"'rl. 2,5-:' ' 1 European countries, Mr.always have a lucky touch." VIENNA, Austria-Political and managing director of As- ' ' ,t b :***5 Coppola said.

On the economic front, however, economic uphe:val throughcut the sicurazioni Generali '·" 114-11.·.- .:*Dj>- 1 Newopportunities alsothe number of private enterprises is world will continue to force imurers S.p,A m Trieste, Italy. -3 U LL *1 +- ...1 will arise due to the
growing, he said. And the high in- to change to meet the demands of The reduction of the ., *©85 . ·...5.,=··t I gradual removal of state-
flation rate is gradually decreasing. their polieyholders, an insurer says. economic gap between -S. ¥5*;*; imposed economic bar-The number of insurers in Po- More attentic.n to risk manage- Eastern and Western i.,]*BS EfiL riers in Latin American,
land has grown from two state com- ment and policyholder serv-ce will countries 411 be a slow 3,·. 0, 12,3./,.-T-1 African and Asian coun-panies in 1988 to 27 insurers today, be the key to success, he says. Insur- and uneven process, he tries, he said.
Mr. Illner said. 'The majority of the ers will also reed to face up to said at the 22nd International Insur- Technological developments alsobusiness is still. however, in the two changes in markets and b isiness ance and Risk Management Confer- are mcreasing the risks faced by in-
state enterprises." strategies if they are to succe€d in €nce. surers, Mr. Coppola said.There are 20 authorized brokers the new world order. The economic changes in East- To deal with all of the changes,
in Poland and 25,000 company "The bipolar geopolitical divsion e·n Europe· already have created insurers will have to pay more at-agents, Mr. nlner said. that dominated the world te over turbulence in Western financial tention to risk management, he said.

Foreign msur€rs that have entered 50 years has dissolved. For the West, markets. This will lead to more Insurers must integrate under-the Polish market include Zurich In- Eastern markets are becomin@ more pressure for economic and mone- writng with a strategy of commonsurance Group and American Inter- accessible, and space is opening up tary union in the European Commu- risk management to improve thenational Group Inc., he said. • for a new international economic rity to enable it to support the de- quality of their relationships with
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industry and commerce, he said.
Insurance should be at the core

of the risk management system, but
it should be used in conjunction
with loss prevention measures and
effective equipment maintenance.

And, insurens should have a con-
stant dialogue with industrial lead-
ers to harmonize coverage with
growing industry needs at "techni-
cally adequate rates that are eco-
nomically acceptable to firms."

Insurers will have to rethink their
business strategies, he said.

Currently, many large companies
smooth out their results by being
present in a variety of countries so
good results from one area offset
bad results from another, he said,,
adding that this strategy only works
well when economic systems remain
predominantly national.

"Now, however, not only are the
economies of the industrialized
countries more integrated, but so are
their reactions and behaviors."

Although benefits can still be
gained from global operations-
such as ease of expansion-insurens
will have to focus more on products
and services to gain a competitive
edge, 1VIr. Coppola said.

Insurers must offer well-con-
strueted, well-priced products, tech-
nical assistance and efficient claims
handling to win clients; but the
foundation of good underwriting
will still be the application of the
right rate for a risk, he said.

"Negative business cycles are not
due only to acts of God, but more
often to the foolishness of men.
Cycles turn up positively when the
rates applied comply with the tech-
nical rules."

Lloyd's losses
Continued from page 73
going to be called upon to indemnify
the E&0 claims-which is in the in-

terest of the Lloyd's names-the in-
surers must go through as many
(legal) hoops as possible" to prove
the claims, said the market source.

Ironically, settlements from E&0
insurers will fall back on Lloyd's
members. Prior to 1990, Lloyd's
syndicates wrote almost all E&0
coverage for members agencies and
managing agencies.

Lloyd's required each members or
managing agency to purchase up to
20 million pounds ($32.4 million) in
E&0 coverage, depending on its
size, until April 1991 when members
agents no longer had to buy the
coverage. Managing agents have to
buy up to 5 million pounds ($8.1
nlillion) in coverage this year.

The loss-review committees ap-
pointed by Lloyd's reached similar
conclusions about the causes of the

losses from these syndicates, which
wrote primarily London market ex-
cess-of-loss retrocessional coverage.
Both reports conclude that there
was no dishonesty or fraud involved
in the syndicates' losses.

The Gooda Walker report focuses
on syndicates 164, 290, 298 and 299
for the years between 1988 and
1990. The Feltrim report viewed
losses at syndicates 540/542 and 847,
particularly in 1988 to 1990.

"The (LMX) spiral market in the
late 1980s meant working relation-
ships between a limited number of
brokers and underwriters appeared
so close as to raise...the presump-
tion of collusion or conspiracy in the
placing and acceptance of spiral
business," said the Gooda Walker
report. "No evidence was discovered
in the course of this review to sup-
port any such presumption."

"We have found no evidence of
dishonest or fraudulent conduct or

practices in the affairs of Feltrim or
in the LMX market," said the Fel-
trim report.

Continued on next page



Continued from previous page
However, the "unprecedented"

string of catastrophes between 1988
and 1990 showed the weaknesses in

the LMX market, particularly for
these syndicates, the reports noted.

Most of the Feltrim and Gooda

Walker syndicate underwriters and
agency directors were unaware of
their syndicates' potential total ag-
gregate catastrophe exposures, the
reports show. Most of the un-
derwriters wrongly presumed that
catastrophes would not hit the high
layers of LMX retrocessions they
were writing. And none of the syn-
dicates covered by the Feltrim or
Gooda Walker reports had enough
reinsurance protection for aggregate
exposures, the reports concluded.

In his defense, Feltrim un-
derwriter Patrick Fagan said,
"When you get hit...four times in
30 months with major catastrophes,
there is no way a market can survive
on that basis."

Tony Berry, underwriter for Ad-
ditional Underwriting Agencies No.
7 Ltd., which took over the manage-
ment of the Feltrim syndicates in
December 1990, has criticized Fel-

trim for poorly maintained and
error-ridden syndicate files.

The Feltrim loss-review report
suggests that Mr. Fagan had no
clear idea of the extent of his syndi-
cates' catastrophe exposure or how
to forecast the total loss.

For example, in May 1989, Fel-
trim forecast that the loss to syn-
dicate 540/542 from the Piper Alpha
oil rig disaster was 4.86 million
pounds ($9.17 inillion at the applica-
ble exchange rate), which was 13%
of the 1988 premium capacity of
37.4 million pounds ($70.6 million).

In May 1990, the forecast had
escalated to 112% of ca'pacity. Mr.
Berry then estimated in August 1990
that the loss would be between

225% and 375%.

Meanwhile, the Feltrim syndicates
were also affected by bad debts to-
taling approximately 7.6 million
pounds ($12.4 million) from defunct
reinsurers, including National Em-
ployers Mutual General Insurance
Assn. Ltd.; H.S. Weavers (Under-
writing) Agencies Ltd.; and Chan-
cellor Insurance Co. Ltd., whose un-
derwriter Colin Davies was once the

Feltrim syndicates' underwriter.
Judging from the Gooda Walker

i loss-review report, records were
better kept and aggregates better
known there than at Feltrim.

In fact, Derek Walker, syndicate

GLOBAL BRIEFS

Continued from page 73
the Richter scale, and the Oct. 19

quake that registered 7.2, mainly
shook poor areas in tropical and
coffee-growing regions.

Although the second earthquake
was felt in Bogota and the principal
provincial cities of Cali and Medel-
lin, there have been few reports of
serious damage to large buildings,
according to a spokesman from the
Bogota office of Alexander Howden
Reinsurance Brokers Ltd.

While provincial roads were da-
maged, cunent indications are that
oil and gas installations were
spared.

The Howden spokesman said that
there is some damage to apartment
complexes in Bogota, Cali and Me-
dellin, which will be retained in the
local market. Catastrophe reinsur-
ance was not expected to be tapped.

One factor m minimizing dam-
age is that Colombia enforces strict
construction codes that mandate

earthquake-resistant design. No es-
timate of total economic losses or

insured losses is available.

-By Maria Kietmas

E

290's underwriter, was one of the

few named in either report who was
aware that he faced a huge aggre-
gate exposure unprotected by rein-
surance. He said in his defense: "I

think the object of the exercise was
to purchase as much reinsurance
protection with the best possible se-
curity that I could purchase in the
market, One has to balance this

against the cost."
The report ncted- "Derek Walker

acknowledged on several occasions
in his underwriter's report that it
was not possible to purchase suffi-
cient reinsurarce coverage to fully
protect the syndicaze's aggregatd
exposure ...3y retaining a large
net exposure, (he) risked an infre-
quently high loss ratio with the ex-
pectation of earning high profits."

But at 'no time" could the profits
be deemed high considering the
enormous risks that were being run,
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the committee concluded.

The Gooda Walker loss review

committee did not examine the use

and commutation of time-and-dis-

tance policies, which is being exa-
mined by Lloyd's (BI, April 13).

One major difference between the
two reports' conclusions is the role
of the Lloyd's hierarchy in the syn-
dicates' losses.

The Gooda Walker committee

concludes that "Lloyd's had pro-
perly administered the relevant reg-
ulatory requirements relating to the
Gooda Group." However, the com-
mittee also suggested that Lloyd's
regulation could be improved by:
• Developing a means for ensur-

ing that an adequate proportion of
catastrophe exposure is reinsured
outside Lloyd's.
• Ensuring that members are

aware of the "high-risk" nature of
the syndicates they are joining.

1993
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• Introducing a "risk-weighted
system of control," as suggested by
Sir Jeremy Morse's governance re-
port, to replace premium volume as
a way to limit syndicate exposure.
• Determining whether syndi-

cates should purchase time-and-dis-
tance policies.

The Feltrim loss review commit-

tee did not make any recommenda-
tions on regulation. However, its re-
port details how Feltrim was
registered by Lloyd's in November
1986 to replace its predecessor,
W.M.D. Underwriting Agencies Ltd.

W.M.D. was 40% owned by the
notorious P.C.W. Underwriting
Agencies Ltd. and became em-
broiled in Lloyd's 1982 investigation
of quota share reinsurance. W.M.D.
underwriter Colin Davies resigned,
and Mr. Fagan became underwriter
in December 1982.

When losses of 63 million pounds
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($102.4 at current exchange rates)
from P.C.W. came to light, W.M.D.
reviewed the validity of some of its
quota-share reinsurance between
1978 and 1982 and realized that the

syndicate could not pass its solvency
test in April 1986.

As a result, the agency decided in
consultation with Lloyd's that
W.M.D. should be succeeded by Fel-
trim Underwriting Agencies Ltd.
and changes should be made in the
agency and the syndicates. However,
the Feltrim report states: "The type
of risks underwritten by Feltrim
were substantially the same as those
carried by W.M.D., most of the
members' agents who gave their
support were the same and the un-
derwriters...were the same."

The report concludes: "There
would have been no losses at all if

Feltrim had not been registered by
Lloyd's (in 1986)." I
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Flintkote
Continued from page 2
American Mutual Liability Insur-
ance Co., et al. closely mirrors the
landnnark 1987 ruling by California
Superior Court Judge Ira A. Brown
Jr. in the coordinated case.

At the time, Judge Brown's mling
was generally considered the broad-
est interpretation of coverage for as-
bestos bodily injury claims ever
handed down (BI, June 1, 1987).

While Judge Brown's initial deci-
mon also applied the broad contin-
uous trigger to property damage
claims, he later restricted it to a
multiple-trigger approach (BI, Dec.
25, 1989).

The Brown decision is being ap-
pealed to California's 1st District
Court of Appeal in San Francisco.
No hearing date has been set.

In the Flintkote ruling, Judge
Gyemant said her decision and that
of Judge Brown are consistent with
nationwide case law.

"Prior decisions on bodily injury
coverage and trigger are significant
in two respects: Every decision has
held that asbestos-related bodily in-
jury claims are covered claims, and
all except one case have rejected the
manifestation trigger as contrary to
the intent of parties and/or the med-
ical evidence," she said.

The exception is Eagle-Picher In-
dustries us. Liberty Mutual Insur-
ance Co. In that case, the policy-
holder asked that a manifestation

theory be applied (BI, Sept. 28,
1987).

Because Flintkote had settled its

coverage dispute with several of its
insurers, only Commercial Union In-
surance Co., Continental Casualty
Co. and the California Insurance

Guarantee Assn. will be affected by
the Oct. 14 decision governing
bodily injury claims.

Commercial Union, Continental
Casualty and four insolvent insumrs
now represented by the guaranty
fund together wrote more than $100
million in general liability coverage
on behalf of the now-defunct as-

bestos producer, according to Flint-
kote attorney Thomas M. Freeman.
The four insolvent insurers are

American Mutual Insurance Co.,
Midland Property & Casualty Insur-
ance Co., Mission Insurance Co. and

Transit Casualty Co.
The property damage decision ap-

plies to hundreds of millions of dol-
lars in property coverage under-
written by those three insulers, as
well as Aetna Casualty & Surety
Co., American Re-Insurance Co.,
CIGNA Insurance Co. of Canada,
Insurance Co. of North America,
London Guarantee & Accident Co.

of New York and Lloyd's of London
syndicates.

Flintkote, which was acquired by
San Francisco-based Genstar Corp.
in 1979, at one time had approxi-
mately $1 billion in CGL coverage
for the years governed by the deci-
sion, according to Mr. Freeman, who
is with Brobeck, Pleger & Harrison
in San Francisco, who served as co-
counsel for Flintkote.

The Flintkote decision "is like a

matching bookend to the Judge
Brown decision," pointed out David
Steuber, an attorney who repre-
sented Nicolet Inc. and GAF Corp.
in the coordinated asbestos case.

"The trigger analysis for both the
bodily injury and the property dam-
age claims all seems to be the same
language as Brown," said Mr.
Steuber, who is with Hill, Wynn,
Troop & Meisinger in Los Angeles.

Flintkote had sought to be in-
cluded in the coordinated litigation,
but was excluded because the coor-

dinated case was already too mas-
sive.

Just like Judge Brown in the
coordinated asbestos case, the court
in Flintkote looked up in the dictio-
nary definitions for "bodily injury,"

"sickness" and "disease" to deter-

mine coverage for asbestos-related
bodily injury claims.

"The injury resulting from as-
bestos occurs continuously from ex-
posure through death," Judge Gye-
mant said, citing the Brown deci-
mon.

Therefore, "every policy triggered
by an asbestos bodily injury claim
has an independent obligation to re-
spond in full for indemnification,
subject to policy limits, deductibles,
applicable exclusions and any rights
of equitable contribution from the
issuers of other policies triggered by
the same claim," the court said.
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for the next issue:
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The Flintkotte decision also is sig-
nificant in that it uses a fresh analy-
sis to draw the same conclusion, said
Flintkote attorney Mr. Freeman.

"It's easy to describe the decision
in shorthand as 'like Judge Brown,'
but this judge dealt very carefully
with the issues from a different per-
spective, yet came to the same con-
clusion," he said.

One policyholder attorney sug-
gested that the new decision may be
an improvement on Judge Brown's
decision.

"It goes a step further in trying to
explain this continuous trigger the-
ory," said Jordan Stanzler of An-
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derson, Kill, Olick & Oshinsky in
Palo Alto, Calif. "It demystifies the
jargon."

While much of the decision does

closely parallel Judge Brown's rul-
ing, the Flintkote interpretation of
the property damage trigger is more
restrictive, pointed out Philip R.
Matthews, who represented the
London market insurers in the case.

"While Judge Brown held that
property damage occurs from the
date of installation, Judge Gyemant
said there must be diminution or

contamination for there to be prop-
erty damage," said Mr. Matthews,
who is with the San Francisco law
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firm of Hancock, Rothert & Bun-
shoft.

Attorneys for the other insurers
currently are preparing their objec-
tions to the decision, he said.

The ruling concludes Phase I of
the trial. Next the court will begin
Phase II, the application stage,
where the policy language decided
in Phase I will be applied. Phases I[[
and IV will concern allocation issues

and bad faith arguments.

Flintkote Co. us. American Mutual

Liability Insurance Co., et. at., San
Francisco Superior Court No.
808594.
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Rochester plan
Continued from page 1

"A series of very specific com-
munitywide decisions have been
made over the years, creating a
health care system that differs
from that of the nation as a

whole," said Robert J. Blendon, a
professor and chairman of the
Department of Health Policy and
Management at the Harvard
School of Public Health in Cam-

bridge, Mass.
The agreement to be commu-

nity rated, not experience rated,
is among the key ingredients in
Rochester's success story. The
area's major employers-includ-
ing Eastman Kodak Co., Xerox
Corp. and Bausch & Lomb Inc.-
all offer community-rated in-
surdd health care plans.

That results in higher premi-
ums for those employers. But, the
resulting community rates for
small employers and individuals
is much lower than if the big
companies were experience-
rated, enabling small firms and
individuals to purchase afford-
able health care coverage.

"If those employers pulled out
of that system and said they
want experience rating, the sys-
tem may not work," pointed out
Mary Case, a consultant with

Kwasha Lipton in Fort Lee, N.J.
"Few other employers have pa-

rochial interests like those in

Rochester," said Bob Braddick, a
principal in the New York office
of A. Foster Higgins & Co. Inc.

"Those employers have said,
'Even though my experience
rates are better than the com-

munity as a whole, I'm going to
continue community rating be-
cause in the long-run it'11 even
out and work out for the common

good.' It would be much more
complex to achieve that in Los
Angeles or Chicago, for exam-
ple," Mr. Braddick said.

Kodak self-insures its health

plans everywhere it operates ex-
cept Rochester, where it employs
nearly half of its 80,000 domestic
workers, said Dave Edwards,
director of benefits.

Kodak self-insures in other

cities because other employers
are doing it. "Those communities
fell apart. They lost the mindset
of improving the community's lot
vs. improving their own lot," he
said. "It's different in Rochester;

the community mindset didn't
change. Here we can have the
health care delivery and under-
writing system work in concert
and manage the resources effec-
tively so we don't need to self-
insure."

D*111]

Rochester's system of commu-
nity rating has paid off. A survey
conducted earlier this year by
Louis Harris & Associates re-

ported that Rochester's adult un-
insured rate was only 6% in
1991-well below the state's 12%

uninsured rate and the country's
14% uninsured rate.

Health insurance plan costs for
employers in Rochester also are
lower than the national average.
Per capita health insurance costs
in 1991 averaged $2,378 per em-
ployee in Rochester, about 45%
less than the state average of
$4,336 and about one-third less
than the national average of
$3,573, according to Foster Hig-
gins.

One reason the city's health
care costs are so much lower is
that Blue Cross & Blue Shield of

the Rochester Area insures more

than 80% of the city's population
through its indemnity plan and
Blue Choice, its health mainte-
nance organization.

One other HMO, Preferred
Care, also operates in Roches-
ter.

"Having many insurance com-
panies in a city like this would
not lower the cost of care or ini

crease the quality of care," said
Dr. Philip Bonnani, president of
the Monroe County Medical So-
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ciety in Rochester.
"That one insurer is able to

negotiate with employers and
providers to come up with some-
thing that is fair to all," he said.

"But don't forget Blue Cross
is privileged by statute to enjoy
(substantial) discounts off all
provider charges," noted Foster
Higgins' Mr. Braddick.

Rochester also has benefited

from the effects of regional
health planning.

The Finger Lakes Health Sys-
tems Agency in Rochester is a
community-based health plan-
ning agency that grew from 10-
cally established voluntary orga-
nizations of health care

providers and consumers created
in the early 1960s. Those organi-
zations helped plan for health
care needs in the nine-county
Finger Lakes region.

Such planning has helped
Rochester health care providers
control hospital bed capacity and
safeguard against an oversupply
of expensive high-tech medical
equipment.

This has played a key role in
keeping health care accessible
and affordable in Rochester.

In exchange for adopting a
system of regional health plan-
ning in the late 1970s, state and
federal governments exempted
Rochester-area providers for a
time from state reimbursement

rules, pointed out Bruce Popper,
president of Local 1199-Roches-
ter, a labor union representing
roughly 1,500 health care work-
ers.

Area hospitals did not have to
negotiate their rates or bill ac-
cording to state reimbursement
formulas or diagnosis-related
groups until a few years ago, he
explained.

However, the Rochester Area
Hospital Corporation, a coalition
of local health care facilities, es-
tablished the Hospital Experi-
mental Payment program, which
required area providers to ad-
here to global budgets to serve
the health care needs of the pop-
ulation. Under the program,
payers negotiated a prospective
payment plan with area provid-
ers.

The payers said, " 'Here's the
money you get up front. If you
use it wisely, you get to keep the
change. If not, you have to pay
out of your own pocket,' " Mr.
Popper said.

Rochester has 25% fewer hos-

pital beds per capita than the
state or nation on a whole, ac-
cording to Mr. Popper. As a re-
sult, hospital bed occupancy
rates are much higher in Roches-
ter: 87.3% in 1990, compared
with 66.8% nationally, reports
BC/BS of the Rochester Area.

And, unlike providers in most
other cities, the hospitals in
Rochester have agreed to share
resources-like expensive, high-
tech diagnostic equipment and
cardiac intensive care units-

rather than provide all of those
services and procedures within
their own facilities.

This equitable spreading of re-
sources among the facilities has
not hindered access and has

helped keep costs low.
For example, the average hos-

pital cost per day for 1990 in
Rochester was $409,28% less
than the state's $568 average cost
and about one-third less than the

nation's average cost of $609, ac-
cording to the RAHC.

"Rochester has the closest

thing we've seen to a single-
payer system," said Humphrey
Taylor, president and CEO of
Louis Harris. Its success under

such a model may convince poli-
cymakers that managed competi-

tion is not all that it is cracked

up to be, he noted.
Under managed competition,

individuals would be organized
into large groups-usually em-
ployment-based-and repre-
sented by a buyer or sponsor.
The sponsor would request bids
from competing insurance com-
panies and health care providers.
The idea is to control costs

through competition rather than
price controls.

But just because Rochester has
achieved some success does not

mean a single-payer system is
the answer to U.S. health care

ills, said Raymond Savage, vp of
BC/BS of the Rochester Area.

However, "I do think there are
too many insurance companies,
and the pie in many areas is cut
too small. And, I think the fed-
eral government should become
involved if we are to ever begin

trying to emulate in any way
what is taking place here," he
said. •
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New Maine law system, replacing a 12-member the insurer's operations cost containment opportunities
commission 44

Having employers run the
Continued from page 2 "Conceptually, the most im- mutual fund will help remove in- allowed to choose an employee's prior approval of rates
the right direction," said Joan portant part of the new law is it efficiencies from the current re- doctor during the first 10 days However, Mr Atchinson said,
counsel for the Maine Chamber board responsibility and au- man of the Maine chamber employees initially choose their carriers will rush back in Janof Commerce & Industry in Au- thority to run the system," Mr • Reduce and redistribute own physicians 1"
gusta Lewis said benefits • Reduce litigation "We think it probably is asBut, "We are disappointed that • Create a new mutual insur- The new law cuts the duration

it doesn't contain more cost sav- ance company that will operate of partial-impairment benefits to mediation of claims disputes, out of this special session," givenings," she said as a competitive state fund with 260 weeks from 520 weeks for which is expected to reduce at- that the Legislature was dealing
The law, which adopted key eight industry divisions and a impairments up to 15%, though torney involvement in the sys- with a system that was "on the

features of Michigan's workers high-risk unit to replace the more seriously injured workers tem brink of disaster," said Joseph Acompensation system, will state's beleaguered assigned risk still receive lifetime benefits In addition, claimants will be DiGiovanni Jr , vp with the• Appoint four labor and four plan The 260-week limit can be ex- required to pay attorney's fees American Insurance Assn in
employer representatives to a Employers that belong to the tended in cases of "extreme fi- out of their awards rather than Boston
newly created Workers Compen- mutual will be solely responsible nancial hardship " having the employer pay them The law also has its critics
sation Board that will manage for their Individual losses and In addition, if the state's aver- The new law is expected to re- Maine Senate President
the state's workers compensation will have a significant say in age claims frequency drops to duce the cost of the workers Charles P Pray, D-Millinocket,

national norms after five years, comp system by 12%, said John called the law "seriously
Withholding tax the duration limit may be gradu- Herzfeld of Milliman & Robert- flawed " Sen Pray said he voted

ally extended over time back to son in Boston, who served as an against the proposal because it
Continued from page 2 tems," said Gerald L Uslander, a the 520 weeks actuary to the state commission saves small businesses "very lit-

In addition, the rules set the pnncipal with William M Mercer The new law also reduces the However, employers' workers tle" and puts them "at risk" from
maximum amount that employers Inc m Washmgton maximum weekly benefit to 90% comp rates are likely to still rise deregulated insurance rates be-
may exclude from withholding at The rule is "very annoymg" for of the state average weekly wage, 3% to 6% despite the new law, fore the state-formed mutual in-
$200, rather than the hoped-for employers that have invested in or $441 Previously, the maxi- said Jack Dexter, president of surer is up and running
$500 voice response systems, agreed Mr mum was 136% of the average the Maine Chamber In addition, injured workers

The clarifications also require Rogue wage, or $536 The expected increase is due to will face "deep cuts" in benefits
employers to give written notice One way to deal with the "no Individual benefits also will be pending rate hikes retroactive to and a restricted right to legal
of employees' nght to have lump- earlier than 90 days" rule would calculated at 80% of take-home July 1 The size of the increase, representation, he said
sum distributions transferred to an be a wholesale distribution of pay rather than as a percentage along with the 1988 residual "From the standpoint of labor
IRA or another employer's plan written notices to employees on a of the state average weekly wage, market deficit, is expected to be this was not reform, it was reac-
This rule would burden employers quarterly basis-an expensive so lower-paid workers are not announced by mid-November by tion," said Patrick N MeTeague,
that have invested in voice re- proposition for large employers, he overcompensated Insurance Superintendent Brian a union attorney with MeTeague,
sponse communication systems to observed • Create a panel of indepen- Atchinson Higbee, Libner, MacAdam, Casespeed pension distnbutions and re- Employers could attempt to have dent medical examiners to re- Supporters of the law hope in- & Watson in Topsham The bill
duce paperwork their voice response systems issue a solve disputes An examiner's surers may be encouraged to re- makes "arbitrary" benefit cuts

On the other hand, the IRS did "mailgram" to employees seeking a findings are generally binding turn to the Maine market by the and deprives a worker of his
issue model language that employ- distribution to explain the with- 0 Increase managed care and law's cost-cutting measures and right to counsel, he said
ers can use to fulfill the written holding requirements, Mr Saveth
notice requirement said Electronic systemsThe IRS also said employers Clearly employers who have in-
transferring funds to an IRA or vested large amounts of money mto Continued from page 2 America in Washington "We last week "In fiscal year 1993,
another employer's plan are not voice response are not pleased to health information from misuse will be working with him on that HCFA will be paying electronic
required to wire rollovers directly inJect a paper element into the or unauthorized disclosure effort " claims two weeks faster than
to the new plan Instead, the em- equation," he pointed out The major elements of the The new system might work claims submitted by paper These
ployer can mall a check or have the And, many experts were hop- electronic billing and informa- like this actions will establish a strong
employee dehver the check ing that the IRS would set the tion system could be in place for At the beginning of a patient's incentive for all health care pro-

And, employers are not required maximum amount that can be ex- the Medicare and Medicaid sys- visit, the patient would present viders to submit Medicare bills
to roll over a distribution to more cluded from the withholding pro- tems within 15 months, Dr Sul- the provider with an electronic electronically "
than one IRA or pension plan, the visions at $500, rather than $200, livan said "health card" with a magnetic The American Medical Assn
IRS says said Seth Tievsky, a prmcipal with Efficiencies gained from the Strip, like a credit card The pro- supports the idea of electroni-

The clarifications represent "a Ernst & Young in Washmgton electronic health claims network vider would run the card through cally submitted claims, accord-
good first attempt by the IRS, "We'd like them to exempt a could slash as much as $114 a magnetic reader to access in- ing to a spokesman in Chicago
given that certam things can only small distribution, not Just a tiny billion from the nation's health surance information about the However, he said, the AMA
be done by Congress," observed distnbution," agreed Mr Saveth care bill between 1993 and the patient would not support a programHoward Golden, a partner with Tax legislation, H R 11, passed turn of the century, he said The card would eliminate the under which HCFA penalized
Kwasha Lipton m Fort Lee, N J by Congress earlier this month The actions Dr Sullivan an- need for patients to repeatedly physicians who file paper Medi-

"On balance I think they did a would exempt distributions of nounced last week mirror those fill out confusing insurance care claims by intentionally de-
very good job as far as breathmg $500 or less as well as hardship detailed in a Bush administra- forms laying their payments
life into the actual law," agreed withdrawals from the withholding tion proposal to encourage the Doctors also could use the HHS says the electronic sys-
Frank Rogue, an attorney with tax However, President Bush has use of electronic transmission of health cards, with the patient's tem will also meet an ever in-
Hewitt Associates m Lincolnshire, threatened to veto the bill because claims information (BI, June 22) permission, to gain access to creasing need for new clinical
Ill However, some practical issues of unrelated provisions that would Bush administration officials their medical histories from a information Officials foresee
remain to be addressed, he added increase taxes (BI, Oct 12) prolect the president's proposal central data base The Health doctors using the "electronic

"We understand that the IRS felt On the positive side, the clari- would save $75 billion in admin- Care Financing Administration highways" to rapidly access the
statutorily restrained," but it is un- hcations do mclude a seven-page Istrative costs if nearly all health currently has a computerized fil- latest information about the ef-
fortunate that an exclusion for notice that can be duplicated by care claims are electronically ing system that contains Medi- fectiveness of different treat-
hardship withdrawal could not be employers and used to meet IRS processed and use a standard care eligibility information, but ments
included, said Henry Saveth, a requirements for providing expla- format providers need to link up with The Computerized Patient
principal with A Foster Hlgglns & nations to employees of the new And, the officials estimate an- this system to receive data and Record Council that Dr Sulli-
Co m New York rules other $75 billion will be saved in transmit claims HCFA also pro- van is calling for to guide the

The IRS has scheduled a Jan The IRS notes that employers are clinical costs because the num- vi(les matching grants for states development of the electronic
15 heanng for pubhc comment on free to delete portions that do not ber of diagnostic tests and hos- to develop similar systems for transmission system will be co-
the provisions, even though the apply to a particular plan or to add pital admissions will fall as doc- Medicaid chaired by Assistant Secretary
provisions of the law go into effect language as long as it does not tors gain immediate access to The health card also should for Health James Mason and act-
Jan 1 The rules, which have been contradict the notice complete medical histories streamline billing procedures for ing HCFA Administrator Wil-
issued as "temporary" and "pro- Employers are also free to draft The Workgroup for Electronic doctors and hospitals because liam Toby Jr
posed," could undergo further their own notices as long as they Data Interchange, a group of they will have instant access to Dr Sullivan has set a Jan 1,
changes after the hearmg "contain the information required" public and private health care insurance eligibility and benefits 1995, deadline for Medicare and

"We hope to see substantial and are "written m a manner de- payers and providers, welcomes Information Medicaid programs to use a stan-
changes after Jan 15," including signed to be easily understood," HHS's public-sector efforts HCFA lS seeking loint partici- dardized billing form for physi-
an exception for hardship with- according to the IRS WEDI presented recommenda- pation of Medicare, a state Med- cian services
drawals, Mr Rogue said Serlous omanons or mrepre- bons for adopting a undorm icaid program and private insur- "About 30% of all physician

However, Mr Saveth said, "It's sentations in the notice provided claims information network to ers in a specified area to test the claims in the nation would be
questionable as to how much flea- to employees can result in a $10 Dr Sullivan in July (BI, July 27) standardized health card The covered" by such a form, Dr
bility the IRS has or will show It's fine for each distnbution, up to a "It's terrific and it's consistent pilot pro}ect will demonstrate Sullivan said "We would also
possible that some of the timing maximum fine of $5,000 per year, with what we want to do," said the use and benefits of the card encourage the private sector to
rules might be changed " Mr Rogue said Joseph Brophy, co-chairman of before it is adopted nationally use this form "

The IRS requires that a plan ad- Employers also should be WEDI and president of Travelers Under Dr Sullivan's proposal, Meanwhile, a pilot private-
ministrator provide an employee pleased that the IRS will allow Insurance Co in Hartford, Conn providers also would file claims sector electronic claims network
receiving a distribution "a written them to have the employee dellver Pilot programs of this sort in the electronically via a standardized has been launched at a Chicago-
explanation" of the law's tax im- a check for the amount of the dis- Medicare and Medicaid system computer network HHS says area health maintenance organi-
phcations "within a reasonable pe- tribution to an IRA trustee or a are "critically important because such a system would decrease zation
nod of time before making an eh- new employer, rather than insist they are paving the (electronic) claims-filing errors because as Share Health Plan of Illinois
glble rollover distribution " on a wire transfer, Mr Golden highway we all will run on " claims are keyed into the system, has begun testing a paperless

The "reasonable penod of time" said Not all employers have wire "We are encouraged that Dr the program will prompt provid- claims system called Provider-
in most cases is defined as "no ear- transfer capablhties Sullivan is aggressively moving ers to fix incomplete or obviously Link The HMO serves more than
her than 90 days and no later than And employers wdl beneht from ahead with electronic claims incorrect information 90,000 consumers in Northeast
30 days before the distribution is the clanfication that an employer processing," said Kathleen Fyffe, Medicare providers that sub- Illinois and Northwest Indianamade" only has to transfer a distribution director of claims and institu- mit claims electronically to and estimates that ProviderLink

This requirement "will play to one IRA or quahfied plan, he tional reimbursement at the HCFA will receive payments will reduce physician office ad-
havoc with voice response sys- observed I Health Insurance Assn of electronically, Dr Sullivan said ministrative costs by 10%
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Review of AIDS coverage cap opposed
By SARA MARLEY

WASHINGTON-The U.S. solici-

tor general says the Supreme Court
should not review a case involving
an employer that revised its health
plan to cap benefits for AIDS after
an employee filed an AIDS claim.

In an Oct. 16 amicus curiae brief

requested by the justices, the solici-
tor general noted that, if made
today, the plan change would likely
run afoul of the Americans with
Disabilities Act.

The high court has not announced
whether it will hear the case.

Two lower courts-most recently
the 5th U.S. Circuit Court of Ap-
peals in New Orleans-have ruled in
favor of the employer, H&H Music
Co. of Houston (BI, Nov. 18, 1991).

The survivors of the employee,
John MeGann, argue that under the
Employee Retirement Income Secu-
rity Act of 1974, the company could
not limit AIDS benefits because the

decision was a discriminatory plan
change targeting only him.

Mr. McGann, who later died of
AIDS-related complications, had a
$1 million lifetime limit under

H&H's insured medical indemnity
plan. After he filed an AIDS-related
claim, the employer switched to a
self-funded plan and capped bene-
fits for AIDS-related treatments at

$5,000 (BI, Nov. 27, 1989).
"H&H specifically retained dis-

cretion to modify plan coverage at
any time," the solicitor general
wrote.

"Anybody with AIDS was
capped," not just Mr. MeGann,
pointed out H&H attorney Mark
Huvard of Harberg, Huvard & Bisk
of Houston. "It is an ERISA case,
not an AIDS discrimination case.

The only reason (the case) was taken
to the level it was is because the

man had AIDS. It's a political
issue."

The plaintifs attorney argues the
plan change was made in direct re-
sponse to Mr. McGann's claims,
which is prohibited under ERISA.

"You can't find a case where the

retaliation is as clear," said Suzanne

Goldberg of the Lambda Ikgal De-
fense & Education Fund in New

York, a group that supports legal
rights for homosexuals. "For the
court not to accept (the case) would

effectively eviscerate the strength
and purpose of ERISA to protect
employees."

While the solicitor general says
H&H Music's actions would likely
be barred by the ADA today, it is
not clear how that law would re-

spond to the 1988 plan change.
However, "It is my suspicion that

under the current administration,
ADA does not prohibit such caps,"
Ms. Goldberg said.

Employers "will not be deemed
in violation (of the ADA) if they
limit treatment in a non-discrim-

inatory way," said Robert Sandler,
an attorney with Saul, Ewing, Re-
mick & Saul in Philadelphia.

But "if the ADA has any teeth, it
must be interpreted to prohibit the
kind of behavior H&H Music en-

gaged in," Mr. Sandler said.
By hearing the case, the Supreme

Court would "muddy the waters,"
he said. "People would not necessar-
ily be aware that this (case) is de-
cided exclusively under ERISA."

"It is an excellent test case," Ms.
Goldberg countered. "The tragedy is
that it may be many years until the
issue rises to this level again. I

Pan Am plaintiffs seek bond from insurers
NEW YORK-In an unusual move, families bf the 259

passengers who died in the 1988 downing of a jet over
Lockerbie, Scotland, are asking a federal judge to re-
quire insurers to post a $750 million bond to ensure
payment of any eventual damage awards.

Pan American World Airways Inc. has $750 million in
liability insurance that could respond to Flight 103
claims, but so far the New York court hearing damage
claims has awarded only $20 million to the families of
three victims.

Both the jury's finding that Pan Am is liable and those
individual awards are now being appealed.

In the meantime, the victims' families are asking U.S.
District Judge Thomas C. Platt in Brooklyn to either
require the insurers to post the bond or rule that all
insurers on the risk are jointly and severally liable
for all damages.

A ruling is expected soon.
Even though $750 million in insurance is available,

"there is no guarantee that the companies will be around
to pay," said a lawyer for the families, Lee S. Kreindler,
a partner with Kremdler & Kreindler in New York.

News reports have detailed record losses at Lloyd's of
London and solvency problems elsewhere, noted Mr.
Kreindler.

It would be extremely unusual for a judge to grant the

Health plan survey
Continued from page 1

The survey states "it is more diMi-
cult to make the case that PPO/POS

plans have reduced annual increases
in health insurance premiums."

The suitey authors note, though,
that while PPO/POS premium in-
creases were high this year, employ-
ers see these plans as a bridge to
managed care plans. In addition, the
authors contend, managed care
plans generally offer more benefits
for the premium dollar.

Overall, the cost of employer-
sponsored health benefits rose an
average of 10.9% between spring
1991 and spring 1992, after an ad-
justment is made for changes in plan
design like increased cost-sharing,
reduced benefits or the adoption of
managed care, Mr. Gabel said.

That compares with overall pre-
mium increases of 12% on average
in 1991-1990; 15% in 1990-1989;
18% in 1989-1988; 11.5% in 1988-
1987; and 6% in 1987-1986, accord-

ing to Mr. Gabel, citing figures from
the 1991 Peat Marwick study along
with data from the Health Insurance
Assn. of America.

The 1992 annual premium in-
crease was the lowest since 1986

due to the health insurance indus-

try's profitability cycle, he said.
"Health insurance is subject to

bond request, aviation insurance attorneys say.
The bond request is "particularly extraordinary in ad-

vance of the judgment being awarded," said Lloyd B.
Ericsson, a partner with Ericsson & Egan in Portland,
Ore. It is more likely that insurers would be held jointly
and severally liable, he added.

Normally, defendants that are appealing would be re-
quired to post a bond of 11/2 times the amount of a
judgment, pointed John Scott Hoff, a Chicago lawyer
specializing in aviation.

United States Aircraft Insurance Group wrote 30% of
Pan Am's liability coverage. Others underwriters that
participated in Pan Am's $750 million liability coverage
include Lloyd's of London's Ariel syndicate, La Reunion
Aerienne in France, Associated Aviation Underwriters of
Short Hills, N.J.; and CAMAT in France.

In separate motions, the victims' families are seeking
sanctions against Pan -Am for knowingly pursuing
groundless claims against the U.S. government in an at-
tempt to shift the blame for the bombing (BI, Sept. 21).
Those motions are still pending in same federal court.

After determining that Pan Am was liable for dam-
ages, a jury began deciding damages for each victim
individually (BI, July 20). After $20 million was awarded
to three of the families, the jury was dismissed.

-By Sara J. Hay'tt/

a well-defined profitability cycle in
which three years of underwriting
profits are followed by three years
of underwriting losses," he said.
"When insurers earn profits, pre-
mium increases are modest two

years later. When insurers realize
losses, premium increases are sub-
stantial two years later."

Because 1990 was a highly profit-
able year for the health insurance
industry, premium increases were
modest in 1992, he explained.

Another reason for the growth of
managed care enrollment is that
fewer employers are offering a con-
ventional plan, Mr. Gabel said. The
percentage not offering a conven-
tional plan jumped to 38% in 1992
from 29% in 1991 and 11% in 1988.

"Today, in firrns with 200 or more
workers, more Americans are of-
fered HMO plans than conventional
plans," he said.

"Our survey indicates that there
will be fewer non-managed care
payers to whom to shift costs in the
future. Hence, remaining conven-
tional plans will face greater cost-
shifting, which in turn will acceler-
ate the growth of managed care
while yielding systemwide savings."

And, once all plans become man-
aged plans, further savings are
likely to be achieved through in-

creased focus on physician practice
patterns, Mr. Gabel predicts.

Among other survey findings:
• The pementage workers contri-

buted toward their health care costs

increased significantly in 1992.
For example, employees on aver-

age paid 21% of HMO coverage costs
in 1992, up from 16% in 1991.

Deductibles in conventional plans
rose about 10% for single coverage
to $212 in 1992 from $194 in 1991,
and family deductibles increased
17%.to $531 from $458.

• Virtually all Americans who re-
' ceive their health insurance through

their employer are now covered by
some form of utilization review.

Only 4% of employers offered
plans with no utilization controls
in 1992, down from 10% in 1991.

• The largest insurer of health
care benefits is employers: At least
65% of employee health care cover-
age is self-insured, Mr. Gabel said.
• More employers are offering

flexible benefits: 43% in 1992, com-
pared with 37% in 1991.

Copies of "Health Benefits in 1992"
are available for $90, plus local sales
tar. For infonnation contact Bnan
Newell, KPMG Feat Mannick, P.O.
Box 23331, Newark, N.J. 07189;
201-307-7814.

Update---

Mutual Benefit plan criticized
NEWARIS, N.J.-Mutual Benefit Life Insurance Co.'s rehabilita-

tors say they will implement their $800 million bailout plan for the
insurer even if New York regulators refuse to participate.

Mutual Benefit's rehabilitators filed the rescue plan for court
approval in August. The plan calls for at least 42 state guaranty
associations and a consortium of life insurers to guarantee full
death, disability and retirement benefits, full account values and
interest of at least 3.5% over a seven-year period to more than
100,000 individual polieyholders and annui*y holders (BI, Aug. 10)

The New York Insurance Department is withholding its support
for the bailout plan for now because the plan would require policy-
holders to wait seven years to mceive full payment on their con-
tracts, a Mutual Benefit spokeswoman said. New York regulators
also oppose a provision under which policyholders who withdrew
their money now would receive only 55 cents on the dollar, she said.

"It is our desire for New York to sign onto the plan, but if they
choose not to, we could continue with the plan by opting New York
policyholders out of the plan and paying them 55 cents on the
dollar," the spokeswoman said.

That scenario would cost Mutual Benefit about $700 million.

Punitive damages soar: Study
WASHINGTON-Punitive damage awards agamst businesses in

several states have risen nearly four hundred-fold in 20 years, finds a
recent study by the business-backed American Tort Reform Assn.

The study compared punitive damage awards in California, Illinois,
New York and Texas from 1968 to 1971 with awards in those states
from 1988 to 1991. Each of the states is known for high damage
awards; no states where courts are considered more favorable to cor-
porate defendants were included.

Punitive damages in the four states totaled $312 million in 1988-92,
up astronomically from $800,000 in 1968-1971, ATRA said.

One law professor downplayed the significance of the study. Mi-
chael Rustad of Suffolk University Law School in Boston pointed out
that the study included many cases in which both parties were large
corporations and therefore does not show the impact of punitive
awards specifically in the areas of product liability and medical mal-
practice. ATRA targets its lobbying efforts in both areas.

In a recent study funded in part by plaintiffs' attorneys, Mr. Rustad
found that punitive damages were rarely awarded and were not a
major societal problem (BI, Jan. 13)

High court to hear Keene case
WASHINGTON-Keene Corp., a major defendant in ongoing as-

bestos litigation, may win an opportunity to argue in court that the
federal government should contribute to awards or settlements paid
by asbestos manufacturers.

The Supreme Court agreed last week to hear the New York-based
company's appeal in a jurisdictional dispute. Keene is seeking per-
mission to argue in the U.S. Court of Claims that the government
should share liability because it used asbestos products in naval ship-
yards and sold raw asbestos to manufacturers.

In what Keene says is its last chance to force the government
to pay a portion of asbestos awards, the Supreme Court agreed
to review a 1991 federal appeals court ruling. That ruling up-
held the dismissal of a Keene suit filed in the Court of Claims,
a special trial court that only hears claims against the govern-
ment. The Court of Claims had ruled that Keene could not pur-
sue its case because it had another suit pending against the govern-
ment in a federal court in Pittsburgh.

Keene dropped its case in Pittsburgh in the late 19705 to pursue its
suit in the Court of Claims, said Vp Stuart Rickerson. To dismiss the
case 'more than 10 years after the Pittsburgh case was dropped
amounts to "the (Court of Claims) using a procedural and technical
hurdle to knock us out," he said.

Briefly noted
A hailstorm that hit the Dallas-Fort Worth area this month

will cost insurers about $20 million. Including an April hailstorm
that caused about $450 million in insured damages (BI, May 11), the
area has suffered $600 million in insured storm damage this year,
reports the Southwest Insurance Information Service....The 4th
U.S. Circuit Court of Appeals on a 7-5 vote refused to reconsider an
August decision that insurers-and not treasure hunters--own more
than three tons of gold and other cargo lost when the S.S. Central
America sank during a hurricane 135 years ago (BI, Aug. 31). ...
Pennsylvania Gov. Robert Casey said he will ask the Legislature to
block the 24% workers compensation rate increase that Acting
Pennsylvania Insurance Commissioner Cynthia Maleski has approved
for 317 Pennsylvania insurers. The increase is effective Dec. 1. . . .The
4.4 million pound ($8.5 million) loss in 1988 reported by Lloyd's of
London syndicate 1084, managed by Cuthbert Heath Underwriting
Limited, was due to "insufficient reinsurance protection against
claims received following the explosion on the Piper Alpha oil rig," a
Lloyd's loss review committee report says... .Acordia Inc., an India-
napolis holding company for 22 insurance-related concerns, made an
initial public offering last month in the United States and overseas of
3.2 million common shares at $14.50 a share through First Boston in
New York... .Standard & Poor's Corp. expects to announce next
week a new service offering «financial opinions" on Lloyd's of
Inndon syndicates. The opinions are not ratings....A California
state court jury has ordered General Motors Corp. to pay $8 million
to a man who suffered paralysis when his GM truck overturned and
its roof collapsed. Royal Insurance Co. writes GM's product liability
coverage, but GM typically has a large self-insured retention.
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Corp, the Independent Insurance Agents of Nickles-facing a tough re-election challenge The large number of challengers and com- 750
America, Massachusetts Mutual Life Insur- -is seen as a nsing Repubhcan star with a petitors for open seats has created more work
ance Co, Metropohtan Life Insurance Co, pro-small business philosophy, the IIAA's for PACs trying to decide whom to support
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candidates, while contnbuting only $65,980 didate's state voting record or general philos- 4.9%; Argonaut Group, down 4.0%; and

 to 43 Repubhcan candidates Mr Rusbuldt said ophy on business and government regulation, AVEMCO Corp., down 3.9%. The most active 1
The NALU PAC-by far the largest of Incumbent Sen Christopher J Dodd, D- PAC officials say issue for the week was U.S. Healthcare, 4.5 mil-
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BROKERS Markel Corp OTC 2900 087 3182 2900 1775 92 000 000 7 1559 1.86

Mutual Risk Mgmt Ltd NYS 3813 627 854 38.25 23.25 65 024 063 24

Alexander & Alexander NYS 2550 -0.97 24.39 2738 1800 483 1 00 392 106 13.10 ' 95 NAC R. Coip OTC 41 00 17.14 30.16 41 00 21 75 525 016 039 18 1890 217

Gallagher Arthur J & Co NYS 27 75 306 2402 2900 2000 322 064 231 19 588 4.72
National Re Corp NYS 3075 2000 N/A 3075 1700 777 012 039 14 N/A N/A

Frank B HaN NYS 300 000 2941 550 263 74 000 000 3 195 154
Navigators Group OTC , 3375 385 1768 4825 2850 24 000 000 18 1352 250

Hab Rogal & Hamilton NYS 14.13 273 660 1563 1100 124 040 283 21 356 397 Nobel Insurance LTD OTC 456 134 14 07 600 363 116 000 000 3 776 059

Marsh & Mciennan NYS 9063 -0.14 1137 9325 7000 505 2 68 2 96 21 2800 324
NWNL Companies NYS 37.38 034 2008 4375 2600 294 1 48 396 11 6265 0.60

Poe & Associates OTC 1375 784 14.58 1600 11 25 59 040 291 17 282 488 Ohio Casualty Corp OTC 6175 159 2475 6663 4400 163 268 434 10 1800 343

BROKERS AVERAGE 11 86 21 26 Old Republic Int I NYS 2463 0 51 38.73 2563 1600 360 0 40 162 9 3309 074

CONGLOMERATES & HOLDING COMPANIES
Orion Capital Corp NYS 39.13 032 2372 41 00 2900 52 092 235 6 4350 090

Phoenix RE Corp OTC 1275 408 21.43 1288 850 48 020 157 26 1330 096

Belldey W R Corp OTC 46.75 1164 5328 4675 2525 641 036 077 16 3695 1 27 Provident Life NYS 2588 048 1129 2800 1850 177 100 386 11 3950 066

Berkshire Hathaway Inc NYS 947500 1.88 4.70 947500 254 69 0 000 000 32 7270 00 130 Re Capital Corp ASE 1613 661 1217 1638 12 25 15 024 149 20 1607 1.00

ITT (Hartford Group) NYS 6500 114 1255 7063 5000 1024 184 283 18 11205 058 Reliance Group Holdings NYS 488 +488 18.18 588 350 43 032 656 3 640 076

Sears (Alistate) NYS 41.75 030 1023 48 00 32 50 2632 200 479 11 34 SO 1 21 RLI insurance Corp NYS 2113 242 2803 21.38 15 50 26 052 246 9 14.41 1.47

CONGLOMERATES AVERAGE 30 202 21 19 St Paul Companies NYS 7225 -034 -086 80.75 61 00 512 272 376 7 8660 083

SAFECO Corp OTC 5475 478 1231 5525 3788 655 164 300 14 51 65 1.06

INSURERS/REINSURERS SCOR U S Corp NYS 1838 1221 1951 1888 1313 41 028 152 10 11.19 164

AEGON N V NYS 42.13 000 2036 4250 2881 52 268 636 7 N/A Seibels Bruce Group OTC 250 000 54.55 675 213 50 036 1440 1 1060 024
WA

Aetna Life & Casualty NYS 4225 060 -398 4700 3650 797 276 653 14 8760 048 Selective ins Group OTC 2050 238 2239 2350 1550 68 1.12 5 46 8 3075 067

Allied Group tic OTC 2900 000 7059 2925 1625 135 0 64 2 21 9 1985 146 Statesman Group Inc OTC 763 517 3261 8.13 500 400 000 000 4 248 307

Amencan General NYS 5000 152 1236 5038 3900 766 208 4 16 11 6000 083 Tok,0 Manne & Fire OTC 4663 -027 947 5525 3225 0 000 000 7093 066

Amencan Heritage Life Ins NYS 31.75 439 367 32 50 2203 7 084 265 16 N/A WA Torchmark Corp NYS 52.13 271 35.10 5338 3400 484 104 200 15 4095 1.27

American Indemnity/Fin I OTC 650 1818 925 450 26 008 1 23 10 1293 050
Transamerica NYS 44.50 142 1160 4675 3563 396 200 449 23 5500 081

36.84

American International NYS 10950 115 11 31 11250 8200 2852 056 051 14 9930 1 10 Transatlantic Holdings NYS 5200 1556 3376 5200 2938 452 024 046 16 1838 283

Aon Corp NYS 4950 0.51 2492 5025 3550 134 168 339 13 3970 1 25 Travelers Corp NYS 2263 169 462 2375 1713 2699 1.60 707 9 5900 038

Argonaut Group OTC 2738 -395 1526 30 25 21 75 76 084 307 8 2096
Trenzk Group inE OTC 4125 11.49 4474 41.25 2350 372 080 194 14 2171 190

1.31

AVEMCO Corp NYS 2438 394 250 28 00 21 50 12 040 1.64 26 955 255 United Fire & Casualty OTC 4250 000 41.67 4250 2884 1 100 235 9 3539 120

Unitrin OTC 3875 064 839 39 50 31 00 388 120 310 12 3723 1.04

Baldwin & lyons Inc OTC 31.13 375 2087 3300 2375 4 048 154 8 2429 128

Chandler Insurance OTC 463 000 4231 763 250 5 000 000 42 595 078 UNUM CorD NYS 45.13 140 1142 4513 3200 556 064 1 42 13 3770 120

Chubb Corp NYS 8500 195 1039 8838 6238 1429 160 188 13 4267 1.99 US Facilities Corp OTC 975 2000 3445 1900 700 410 000 000 7 958 102

USF&G Corp NYS

CIGNA Corp NYS 5075 287 1697 6175 47.13 753 304 599 11
, 1075 488 4828 1500 563 967 0 20 186 12 1230 087

11715 043

CNA Financial Corp NYS 9475 -026 3.32 104 50 78 50 74 000 000 10 7023 1.35 USLICO Corp NYS 1825 267 135 2038 17.00 16 100 548 20 33.15 0 55

USLIFE Corp NYS 4538 254 522 5250 3900 233 172 3.79 9 8455 054

Cont,nenta[ Corp NYS 2625 244 -498 34 75 20 00 686 260 990 18 4000 066

EXEL Lid NYS 4500 1146 2000 4500 3000 703 092 204 9 N/A WA Washington National NYS 2250 -1.10 41.73 2363 1400 42 108 480 56 3350 067

Fund American Corp NYS 71.75 177 2.68 71.75 6250 172 068 095 19 3611 199
Zenith National Ins NYS 16.75 075 -074 1950 1375 20 100 597 8 13.14 127

INSURERS/REINSURERS AVERAGE 27 143 33 121

Fremont General Corp OTC 2550 099 462 2725 1700 52 100 3.92 6 4555 056

Frontier Insurance Group NfS 3600 4.73 3333 40 50 21 91 37 060 167 13 2665 135 HEALTH MAINTENANCE ORGANIZATIONS
Gainsco Inc ASE 1400 2 75 5000 14 63 7.28 89 004 029 21 337 4.15

General RE Corp NYS 11475 7.62 1264 11475 7750 1917 180 157 15 7865 1 46 FHP Internationat OTC 1925 128 3509 21.25 988 480 000 000 19 1550 124

Guaranty National Corp NYS 1925 1.28 3276 2038 1263 28 048 249 13 N/A 14/A Pacificare Health Sys OTC 44.25 114 1203 45 75 10 75 167 000 000 27 2825 157

Hanover Insurance Co OTC 4575 1.67 2797 4775 3300 82 044 096 10 3744 122 Safeguard Health Enter OTC 900 1803 -400 1475 675 280 000 000 12 353 255

Harleysville Group OTC 2650 000 24 71 2775 1675 63 064 242 11 2299 1.15 Sena Health Sennces ASE 3425 262 27027 3513 1338 216 000 000 ' 17 178 1924

Hartford Steam Boiler NYS 5638 -066 196 59 25 4513 62 212 376 17 3550 1 59 United Healthcare Corp NYS 5363 0 47 2802 5475 2906 1041 001 002 3B 43.60 123

Kemper Corp NYS 21.75 114 -4295 4613 2075 1146 092 423 9 5000 044 United Medical Corp ASE 688 179 179 875 6.13 10 0 20 2 91 38 879 078

Lawrence Insurance Group ASE 800 154 2809 1113 700 0 048 600 18 4.71 170 U S Healthcare OTC 4975 000 7982 5075 2000 4534 036 072 31 2055 2.42

bberty Corp NYS 2663 000 2034 3288 2013 39 048 1 80 11 2935 091 HMOs AVERAGE 27 519 05 23

Uncoln National NYS 6675 230 21.92 6750 4938 282 292 437 12 8100 082 ALL COMPANIES AVERAGE 24 237 28 15

systemdesNordbylniemavorial tna ,



84 /Business Insurance, October 26,1992

Andrew losses about $500 million $200 million from $140 million to cause the market to harden ket, particularly the property ca-

The insurance group consists $150 million But, the analysts are doubtful tastrophe reinsurance market,"
Cont:nued from page 1 of American Reliance Casualty And, Island Insurance Co Ltd A market turn "will take a she said "I suspect some may

Most marine losses were sus- Co and American Reliance In- of Honolulu has increased ltS change in market psychology,' test the waters with rate in-
tained by oil rigs and platforms surance Co The pool had been original gross loss estimate to said Sean Mooney, senior vp and creases in January "
off the coast of Louisiana, said rated A + prior to the humcane $55 million from $30 million The economist for the Insurance In- "I think reinsurers will change

Peter Evans, chairman of the In- American Reliance reported net loss will be $5 million formation Institute in New York their approach and will look
stitute of London Underwriters earlier that lt had holes in the Although some observers be- Although 1992 has been a rec- closer at the type of limits they

Insurers last week continued to upper layers of ltS catastrophe lieve that final insured damage ord year for natural disasters, in- offer," said Richard Blum, presi-
report higher losses from An- program (BI, Sept 14) figures from the hurricanes will surers still do not face the level dent and chief executive officer
drew as well as Hurricane Iniki, "Our reaction is to the Cnet top the latest PCS estimates, of financial distress necessary to of Intermediary Guy Carpenter
which caused $1 6 billion of in- loss) revision as well as behind- they do not believe that hurri- turn the market, many agree & Co Inc in New York "They

sured damage in Hawaii (BI, the-scenes discussions the com- cane-related losses will turn the Including the revised Andrew could scale back their top-end
Sept 28) PCS did not revise its pany is having with regulators in market estimate, PCS estimates U S in- exposures as a result of this "

44 Significant shrinkage in rein-
Iniki estimate New Jersey and Florida," said surers have incurred $14 5

American International Group John H Snyder, vp in Best's billion in insured catastrophe surance capacity will make the
Inc reports losses from Hurn- property/casualty division losses so far this year next renewal period very tough,"

The catastrophe
cane Andrew, Hurricane Iniki Best anticipates that hurri- This year's catastrophe losses said Fred Sandburg, senior vp-

and Typhoon Omar in Guam will cane-related losses will cause losses won't be will cause the U S property/ca- equity research for Kemper Se-
lower third-quarter earnings by American Reliance's surplus to 'sufficient to turn

sualty industry's $160 billion curities Inc in Chicago
about $150 million AIG initially plunge 50% to $37 million at capital base to shrink by only If primary insurers purchase

estimated its losses at $75 mil- year-end, from $74 million at the casualty lines,' says about 1%, after accounting for less reinsurance, that could "lead
lion to $100 million (BI, Sept 7) end of 1991, he said gains, Mr Cohen said last week them to withdraw from certain

Gloria Vogel.
The latest figure includes ap- "They're still a viable company at a seminar in New York areas of business or raise rates,"

proximately $110 million of net with $37 million in surplus but That is not going to have a dra- he said "Ultimately, this brings
losses from Andrew and Omar if things get worse-and that's matic impact on the industry us closer to a turn in the cycle "
and at least $35 million of net why we're waiting on their Jeffrey Cohen, a vp with Gold- "when the Industry lS anywhere "I think we're already starting

losses from Iniki third-quarter results-they're man Sachs & Co m New York, from $20 billion to $40 billion to see a gradual turn," said
Higher loss estimates led A M going to be constrained," he thinks insurers' final damage overcapitalized," he said Joanne Morrissey, a principal

Best Co to suspend American said tally will range between $12 The industrywide combined with Firemark Consultants Inc

Reliance Group Inc 's A - pool American Reliance said that it billion and $13 billion ratio is 1 13% today, compared in Morristown, N J
rating last week The insurer an- has retained investment banker Mr Lloyd-Roberts said Lon- with 118% eight years ago, he She said the turn will come not

nounced that its $43 million of Alex Brown & Sons Inc to ad- don non-marine underwriters added from a shortage of capacity but

net Andrew-related losses are vise it on possible means of rais- expect that total insured losses The catastrophe losses won't because insurer executives "are
more than twice an origmal $20 ing capital from Hurricane Andrew alone be "sufficient to turn casualty psychologically ready for a
million estimate because it has Some insurers' Iniki loss esti- could be as high as $12 5 billion lines," said Gloria Vogel, first vp turn "
exhausted all of its catastrophe mates also climbed last week Industry analysts report that with Shearson Lehman Brothers .

reinsurance The publicly traded Honolulu-based Hawaii Insur- many investors also believe Hur- Inc in New York Louise Kertesz, Sally Roberts

company says gross losses from ance Group has raised its esti- ricane Andrew losses will exceed But, "I do think it has the po- and Michael Schachner contn-
Hurricane Andrew will total mated gross losses from Iniki to the current estimate and will tential to turn the property mar- buted to this report

For fhe Record tlement, but not all of those on the and endorsements now used m the the suit charges, Mr Stumpf told
shp have yet consented, sources saY D&0 marketplace, said Mr Norton the bank it would have access to the

The risk was led by Lloyd's of Following the general informa- cerbficate of deposit should there be
Ohioans to vote its welfare fund to pay for a vaca- London syndicate 782, managed by tion, Wyatt's D&0 Maps contain a default on the loan

on toxic labeling law $60,000 hmousine, to cover pnvate
tion, a helicopter charter and a Oxford Underwntmg Agencies Ltd specific information on the D&0 The suit also names as a defen-

underwnters that collectively com- dant Russell F Haas, former presi-
COLUMBUS, Ohio-Voters in legal expenses, and to pay gambllng Florida Court orders pnse 90% to 95% of the market In- dent of Investors Bank & Trust,

Ohio wlll decide m the Nov 3 gen- debts at Casmos m the Bahamas and cleanup covered formation on each company in- which the department charges im-
Puerto Rico cludes a copy of its policy form with properly listed the funds as unen-

eral election whether to create a
toxic chemical right-to-know law Mr Loeb also is president of the MIAMI-A Florida appellate common endorsements, and present cumbered

that cntics say is tQUgher than one National Council of Alhed Employ- court has ordered an insurer to pro- and past capacity
Callfomians approved m 1986 ees, an allegedly phony union that vide cleanup defense coverage fol- Charter subscnptions cost $220 Zenith suit alleges

The ballot initiative, called Issue has sold group health insurance lowing a state Supreme Court rullng until Dec 31, after which subscnp- workers comp fraud5, would require businesses to issue through local chapters nationwide that the pollution exclumon clause tions cost $275 For further infor-
warmngs for 458 chemicals known (BI, May 18) NCAE--which is being in comprehensive general 11ablhty mahon, contact D&0 Services, The WOODLAND H[LLS, Callf -Ze-
to cause cancer, birth defects or investigated by the federal Office of pollcies does not bar coverage for Wyatt Co, 303 W Madison, Suite nlth National Insurance Co ls Sulng
other reproductive disorders Manu- Labor Racketeering-does not fig- gradual pollution 2400, Chicago, Ill, 60606-3308, 312- a group of health care prowdeFS,-

ure m last week's indictment of Mr The 3rd District Court of Appeals 704-2719
facturers would have to place warn- charging abuses of the workers
1ngs on product containers sold m Loeb m US District Court m New ruled that Liberty Mutual Insurance compensation system

the state Businesses that release any York Co is obligated to defend Lone Star Louisiana regulator sues In a suit filed Oct 20 m federal k
of those chemicals into the environ- Also charged with embezzlement Industnes Inc failed insurer, others court in Los Angeles, Zenith alleged

ment would be required to deliver or in last week's indictment were The insurer argued that contami- a conspiracy to subnut "fraudulent,

mall warmngs to those affected Helen Plaseckl, Local 867's former nation at a Miami wood treatment BATON ROUGE, La -The Loui- mflated and exaggerated claims for
Any person living or working secretary-treasurer, and Peter Rezk, facility occurred m the course of slana insurance commissioner is workers compensation bene-

within two miles of a business who is charged with embezzllng dally operations and was not "sud- suing Presidential Flre & Casualty flts by rneans of a pattern of mail
would be able to ask Ohio regulators $73,329 in an alleged kickback den and accidental" Co, seelang an unspecified amount fraud " The suit, which seeks unspe-

scheme But the state high court last to cover the failed insurer's habill- cifted damages, alleges violations of
to require the business to assess its
exposure, and local groups could At an arraignment last week, month m Dimmett Chevrolet Inc et ties, which total about $10 milhon the Racketeer Influenced and Cor-

apply for grants to obtain technical Messrs Loeb and Rezk pleaded not at us Southeastern Adelity Insur- The suit, hled late last month in rupt Organizations Act, which could
evaluations of a business' assess- guilty No date has been set for Ms ance Co found that the pollution state district court, charges the m- trek)le any award

Plasecki's arraignment exclusion is ambiguous and must be surer was formed without the capi- Named in the suit were Dr
ment

Bumnesses that dump toxic ma- Mr Loeb faces 70 years m jail and construed m favor of pollcyholders tal and surplus required by state James W Elsenberg and other offi-
tenals would pay for the program $35 milhon m fines if convicted on (BI, Sept 21) law cials of a medical chnic chain he

through an annual fee of one cent 14 embezzlement counts Ms Pia- Florida's highest court loined In addition to the msurer and ltS owns, Excalibur Ventures Inc,
per pound of waste untll $3 milhon secla faces 20 years in prison and $1 those of Colorado, Georgm and Wis- directors, the suit names a bank and which allegedly "procured workers
is raised Half the money would be milhon m fines if convicted on four consin in citing the exclusion's an attorney who allegedly advised cornp clairnants to visit the clinics",
used to administer the law and half embezzlement charges Mr Rezk drafting history m rullng m favor of state regulators that a transaction Robert Yale Libott, an attorney who
to finance the technical asmstance faces five years in prison and a pollcyholders between Presidential Fire & Ca- allegedly referred Injured workers to
grants $250,000 fme on one embezzlement sualty and the bank was sufhcient the medical clinics, and Lien Col-

The proposed law exempts bum- charge Wyatt offers D&0 to meet the requirements lections Inc, which allegedly han-

nesses wlth fewer than 10 employees comparison guide The insurer, based in Gretna, La dled the collection of "fraudulent"

and many government entltles Insurers negotiate failed earher thls year (BI, March 2) workers comp hens for the clinics
The main proponent of the mea- Maxwell claim payout CHICAGO-The Wyatt Co lS of- Regulators are seelang enough to This is the fourth RICO suit Ze-

sure is Citizen Action, a non-profit fermg a new gwde to help nsk man- pay claims and obllgations of the mth has filed allegmg workers comp
group Affihated wlth consumer ad- LONDON-London underwnters agers analyze their directors and of- Insurer, totaling around $10 milhon fraud In August, Zenith settled a
vocate Ralph Nader are trymg to agree on a65 milhon flcers habillty coverage The lawsuit contends that in 1985, suit against Dr Byron Crawford and

rehfornla voters passed a nght- pound ($11 1 milhon) settlement of a The two-volume "Wyatt D&0 Presidential Fire & Casualty's pnn- Wellmgton Medical Corp (BI, Aug
to-know law, Proposition 65, m claim under a personal accident pol- Maps" is designed to help buyers cipals mdicated they had sufficient 24) Earher tkus month, it settled a
1986 (BI, Apill 4, 1988) icy that covered Robert Maxwell understand their pollcies and to ex- unencumbered capital m a certift- suit with Amencan Psychometric

Underwriters onginally rejected a plain available pollcy endorsements cate of depomt to meet the state re- Consultants Both providers
Grand jury indicts Loeb claim by Maxwell Communications "In other words, if you have a quirements dropped a total of nnore than $1

Corp PLC on the 20 milhon pound weakness and it's correctable by an However, the suit claims, the cer- milhon m workers comp claims The
for taking union funds ($34 milhon) policy after a loss ad- endorsement, you'll know which en- tihcate of deposit actually secured a other suit is pending

NEW YORK-A federal grand luster's report said the pubhshing dorsements are negotiable and $14 million loan to A&R Capital Zenith was the first insurer in
jury has mdicted Wilham L Loeb magnate likely committed suicide which ones aren't," said Phil Nor- Corp, a business owned by Presi- Cahfornia to file a RICO suit alleg-

last November ton, the Chicago-based consultant dential Flre & Casualty's president, ing workers comp fraud "Why
on charges of embezzling about$242,000 from a Jeneho, N Y -based However, after negotiations with who heads Wyatt's national D&0 Gordon Rush Jr doesn't anyone else do thisr asked

union he controlled and the union's Wilhs Corroon PLC, which placed practice and is an editor of the The suit alleges that Gretna law- Victor Rablnowitz, vp and general
welfare fund the risk, leading underwriters guide yer Harry C Stumpf advised Inves- counsel If bve or six other msurers

The indictment alleges that Mr agreed to a compromise settlement The guide chscusses what is ty- tors Bank & Trust Co of Gretna would "pick their targets care-
Loeb embezzled the money from of 65 nulhon pounds The malonty pically found m apphcations, provi- that the money could be shown as fully it would make a dramaticConsolidated Local Union 867 and of underwnters agree with the set- sions and the standard exclusions unencumbered At the same time, impact on the system," he said •
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Regardless of
your size,

we'll treat you
with equal weight.

J

At Prudential Re,
we are interested in

doing business with

you. And unlike some

companies, if you team

up with us, we won't

throw our weight around.

Instead, we'll work side by

side. We'11 share our experi-
ence with you. To help you

fine tune your reinsurance

program and make it even

more profitable - just as

we've refined our operations

to make them more respon-

sive to your needs.
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Whatever your needs, we

won't give you one-size-
fits-all solutions.

We'll tailor solutions

to fit you. We d6 this
because we know we

will both benefit from

it in the long run.

And we're looking for

relationships that will be

long running.

So before you get into

another fine mess, call
Prudential Re.

Prudential Re (®
The Reinsurer of Choice

Available directly or through an intermediary.



Trust

Virgil

Virgil said, "Experto credite,"
which means "Trust the one who

has proved it."

For 25 years, Duncanson & Holt
has been proving what it means to
be the premiere accident and health
reinsurer in North America. Our

sound management and financial
strength have resulted in $350 million
in earned premium and a per occur-
rence capacity of $70 million.

Flexible products, superior service
and financial strength make us a
reinsurance partner you can trust.
We've proved it.
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Duncanson & Holt Group
Atlanta, Chicago, Dallas, Hartford, London,

New York, Philadelphia, Portland (Me),
San Francisco, Seattle, Singapore, Toronto
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