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76 create a truly world
class insurance broker,

which names would you
bring together?
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Quite.
September 5th, 1994 marked the official

coming together of two of insurance
broking's best known names: Bain Clarkson
and Hogg Group.

The result is Bain Hogg, a dynamic new
organization which, between the two
founders, opens its doors with a proud 350
year tradition of integrity, professionalism
and innovation.

It means that we can lay claim to being
the UK's largest retail broker, one of the
world's largest wholesale brokers, and for

Bain Hogg
An Inchcape Company

good measure, the seventh largest broker in
the world.

Bain Hogg is a powerful new force in the
marketplace. We provide the full range of
services in risk management, insurance
broking and financial services. And with
over 5,500 people in more than 50 countries,
we do business where you do business.

So no matter where you are, from New
York to Los Angeles or London to Lagos,
simply remember the two great names that
are now one, Bain Hogg.

Bain Hogg Group
Lloyds Chambers
1 Portsoken Street, London El 8DF

Telephone 0171-680 4000
Telex 884633. Fax 0171-480 4007
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Change. It Has Become The Single Most Pervasive Fact Of Organizational Life [b day.
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RRG aims

to restore

depleted
surplus

By DOUGLAS McLEOD

ARLINGTON, Va.-HOW Insur-
ance Co., the nation's first risk re-

tention group, is trying to raise
$10 million in new capital after a
change in state law forced reserve
bolstering that has seriously cut
into the insurance company's sur-
plus.

HOW, which writes new home
warranty coverage for 10,000
builder policyholders, took a $15
million writedown in July to bol-
ster unearned premium reserves to
comply with a recent amendment
to the Virginia insurance code.

The writedown cut HOW's sur-

plus from $17.8 million as of June
30 to about $4.2 million, barely
above the $4 million statutory
minimum.

Further reserve bolstering may
also be needed: HOW's consulting
actuaries estimated the insurer's

reserve deficiency at between $15
million and $43.9 million as of
year-end 1993.

"I think (further additions) are
certainly possible," said Terence
Cooke, HOW's senior vp and gen-
eral counsel. "Our actuaries are

continuing to look at the situation.
"That's why we are moving so

quickly to raise capital," he ex-
plained.

The Virginia Insurance Bureau
is examining the company, but

Continued on page 38
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The "Estonia," a German-built roll-on, roll-ofl terry, capsized and sank
within five minutes, killing more than 900 passengers and crew.

Hull, liability losses
from Baltic ferry disaster

could top $300 million
By MARIA KIELMAS

Insured hull and liability losses from the fatal smking of a ferry
in the Baltic Sea last week could exceed $300 million, depending
on which maritime laws apply.

Compensation for the relatives of the more than 900 who died
and the 140 surnvors could total $147,000 per person under Swed-
ish maritime law. bringing the total liability loss to $152 8 million.

But, the liability limits under Swedish- law were increased three
days after the disaster on Oct. 1 to $257„250 per person. which if

Continued on page 48

Updates
Swiss Reinsurance Co. to sell

non-reinsurance operations
ZURICH, Switzerland--Swiss Reinsur-

ance Co. is pulling out of insurance to con-
centrate on reinsurance operations, a sur-
prise move that will cut the company's
global premium volume in half.

Swiss Re has agreed to sell the bulk of its
direct insurance interests to Munich, Ger-
many-based Allianz A.G. Holding and
Swiss rival Winterthur Insurance Co., which
could net as much as 5.7 billion Swiss

francs ($4.44 billion), analysts estimate.
In a statement issued jointly with Winter-

Continued on next page

House inaction

on Superfund
may kill measure
Cleanup wage disp

By MARK A. HOFMANN

WASHINGTON-Superfund
reauthorization is "not going to
happen" during the final days of
the 103rd Congress, according to
the Senate's most powerful Re-
publican.

Senate Minority Leader Robert
Dole, R-Kan., made that predic-
tion as the Senate Finance Com-

mittee began considering the tax
portions of S. 1834, the adminis-
tration's Superfund reauthoriza-
tion bill.

Although the committee gave its
approval to the measure last
Wednesday, the chances of getting
a bill to the president's desk be-

fore Congress adjourns for the
November elections grew consid-
erably dimmer last week.

The reason passage looks less
and less likely is the House of
Representatives' continuing fail-
ure to €onsider its version of the

measure, H.R. 4916. The House

Rules Committee has not yet is-

ute at crux of delay
sued a rule governing debate and
amendments to the measure,
which generally must be set at
least 24 hours before debate can

begin.
At the heart of the delay is a

dispute over proposals to apply
the Davis-Bacon Act to wages
that would be paid at a Super*md
cleanup site involving a public-
private partnership. Davis-Bacon
requires that workers on federal
projects be paid the prevailing
wage in their area, which usually
means the union wage. Republi-
cans have vowed to oppose the
Superfund bill if it contains the
Davis-Bacon provision. A pro-
posed resolution of the issue more
than a week ago failed and left
Superfund in limbo.

Even if both the House and Sen-

ate passed their respective Super-
fund reauthorization packages,
significant differences in how
they levy taxes to pay for the pro-
posed Environmental Insurance

Continued on page 45

More modest health reform drive in '95
By JERRY GEISEL

WASHINGTON-Congress will
resume consideration of health

care reform legislation next year,
but the propcsals will be signifi-
cantly scaled backed from the
proposals that consumed so much
time and effort this session.

Next year's proposals will likely

cover such areas as .easing barri-
ers that now block states from en-

acting their own reforms, curbing
certain insurance underwriting
practices-like pre-existing medi-
cal condition exclesions-ex-

pandang voluntary group pur-
chasing alliances and perhaps
boosting federal subsidies to make
it easier for lower-income individ-

uals to obtain health insurance.

Serious consideration will not

be given to many of the key and
highly controversial components
of health care reform proposals
that had been advanced by both
the Clinton administration and

Democratic congressional leaders.
Proposals that will drop to the

bottom of the congressional

health care reform priority list in-
clude an employer mandate, mo-
nopolistic state-established
health care purchasing alliances
and federal health care price con-
trols.

"The kind of massive overhaul

proposals that we saw this year
will not fly. Legislators learned

Continued on page 42

States hoping to smoke out tobacco firm dollars
By SARA MARLEY

Several states believe they will
succeed where hundreds of plain-
tiffs over the past 40 years have
failed: collecting damages from
the tobacco industry.

Two weeks ago, West Virginia
became the third state after Min-

nesota and Mississippi to sue cig-
arette makers for reimbursement

of Medicaid bills paid for smok-
ing-related illnesses.

In addition, the Florida Legisla-
ture has passed a law authorizing
the state to file a similar action,
which currently is being chal-
lenged in court (BI, July 11; May
9). Massachusetts' budget also
contains a provision allowing the

state to take similar steps.
While tobacco companies claim

the states' charges are the same
ones the indus:ry has ardently de-
fended since the 19505, the states
say their suits are ur_ique because
they are collecting on behalf of
taxpayers, not smokers.

Plaintiffs' key arguments in liti-
gaticn to date have generally been
that tobacco companies failed to
warn of the potential health risks
associated wit& smoking and that
cigarettes are iefective products.
Tobacco companies have count-
ered that smokers knowingly ac-
cepted any health r.sks or have
argued that some plaintiffs' ill-
nesses were caused by other fac-

Ccntinued on page 22

Dragging cigarette
makers thrmigh

thecourts
-

- 1954

First smoker
liability suit
»filed against
a tobacco

company.

-1965 ' . f 5
Faderal

givernment
first requires
health

warnings on
cigarette
packages.

1988

In first-ever r
courtroom defeat

for tobacco

companies,
federal jury
awards $400,000
to family of
deceased smoker

Rose Cipollone.

/

-1992

U.S. Supreme
Court rules
that federal
law does not
bar certain

, claims ,-
against
tobacco

companies in
Cipollone vs.
Liggett Group.

- April 1994
New Florida

law lets state
sue tobacco

companies to
recoup

smoking-related
Medicaid costs.

- May 1994,
Mississippi
becomes first

-state to sue

cigarette
makers for

Medicaid

expenses.
Minnesota

and West

Virginia soon
B follow suit.

'%4*%

GRA

-June 1994

Food and Drug
Administration

begins
·hearings on
whether to

regulate
nicoline as a

drug.
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Swiss Re to quit insurance
Continued from previous page
thur, Swiss Re said the move is part of a strategy to concentrate on
expanding its global reinsurance business. A Swiss Re spokesman
would not rule out acquiring other reinsurers as part of this plan.

The lion's share of the deal is with Allianz, which will pay be-
tween 5.2 billion and 5.4 billion Swiss francs ($4.05 billion to $4.2
billion) for majority shareholdings in Munich, Germany-based
Vereinte Versicherung A.G. and Magdeburger Versicherung A.G. of
Hannover, Germany. The two insurers, which will merge by year
end, had combined 1993 net premiums of 6.8 billion deutsche marks
($3.92 billion). Allianz will also acquire Swiss Re's majority hold-
ings in ELVIA Group of Zurich and Lloyd Adriatico S.PA. of Tri-
este, Italy.

Winterthur will take over Barcelona, Spain-based Schweiz C.A.
Espanola de Seguros y Reaseguros, a troubled Swiss Re unit that
needed a 480 million Swiss franc ($373.7 million) capital infusion
last year. Winterthur will also take majority stakes in Schweiz Ita-
lia S.p.A. of Milan and ELVIA's La Equitativa Group in Madrid.

High court takes benefit case
WASHINGTON-The myriad changes that employers have made

to employee and retiree health plans in recent years will be on the
line next year when the U.S. Supreme Court reviews a federal ap-
peals court decision.

The high court last week agreed to review a December 1993 rul-
ing by a panel of the 3rd U.S. Circuit Court of Appeals that Cur-
tiss-Wright Corp. violated the Employee Retirement Income Secu-
rity Act when it cut retiree bene5ts in 1993. Although the
Lyndhurst, N.J.-based defense contractor reserved its right in plan
documents to amend the plan, the 3rd Circuit ruled it violated
ERISA because the plan did not specify which company representa-
tives can amend the plan and what procedures they must follow

1 (BI, Jan. 10).
Benefit experts say that up to 75% of employer-sponsored health

plans do not contain such language, though most pension plans do.
If the decision is affirmed, then plan changes that cut benefits, in-
creased participants' premium contributions or added managed
care features could be in jeopardy. Benefit experts agree that em-
ployers can make their plans comply with the decision only pro-
spectively, though that could trigger other plan administration
problems (BI, March 21).

AIG invests in 20th Century
LOS ANGELES-American International Group Inc.'s proposed

$200 million bailout of quake-riddled 20th Century Industries will
not only rescue the foundering Woodland Hills, Calif.-based in-
surer, it will help it diversify its risks by expanding out of state, a
company spokesman says.

The plan, which is subject to regulatory and shareholder ap-
proval, also will enable New York-based AIG to increase its per-
sonal lines book of business, which now accounts for 4.7% of its net
written premiums.

20th Century, the parent company of 20th Century Insurance Co.
and 21st Century Casualty Co., was hit with more than $815 million
in losses from the Jan. 17 Northridge earthquake.

20th Century also faces payment of some $120 million in Proposi-
tion 103 rebates after the California Supreme Court denied the in-
surer's petition for a rehearing on the court's unanimous decision
upholding the department's rollback regulations (BI, Aug. 22). Cali-
fornia regulators have offered to allow the insurer to defer payment
for several years.

Meanwhile, A.M. Best Co.'s B- (adequate) rating of 20th Century
Insurance Group has been placed under review "with positive im-
plications" pending further evaluation of the AIG cash infusion.
Best estimates that the insurer currently has approximately $60
million in statutory surplus-far less than the $250 million required
.by California regulators.

Under the proposed deal, AIG could within one year control
nearly 40% of 20th Century Industries by investing $200 million in
a new issue of 17.6 million shares of convertible preferred stock at
$11.22 per share and exercising warrants for 16 million additional
shares at $13.50 per share. AIG also would elect two of 20th Centu-
ry's 11 board members.

The letter of intent also provides for AIG to commit $70 million in
additional capital and quota share reinsurance should 20th Centu-
ry's Northridge quake-related losses increase.

Updates continued on page 45

Errors & omissions
• A Markets item in the Sept. 19 issue incorrectly reported that The

Mutual Group (U.S.) will acquire the Milwaukee Insurance Group Inc.
Mutual Group bought only subsidiary Milwaukee Life Insurance Co.
• The Sept. 26 Surplus Lines Spotlight report contained several er-

rors. A footnote next to New Hampshire in the chart of state surplus
lines premiums should have appeared next to Nevada's figures, indi-
eating they were BI estimates. In addition, the profiles of United Na-
tional Insurance Co. and the Illinois Insurance Exchange contained m-
correct rankings for the entities. The correct rankings appeared in the
chart on page 3. And, the name of Burns & Wilcox Ltd.'s controller,
Gerald Wesolowski, was misspelled.
• Incorrect information was supplied for a study on the surplus

lines market that appears on page 34 of this issue: Only eight domestic
companies, rather than regulated alien insurers, would not meet the
new surplus requirements of the NAIC's new model act. Also, there
are 11 stamping offices nationwide, not 10.

Medicare data bank moved

to back burner indefinitely
By JERRY GEISEL

WASHINGTON-Much to their

relief, employers almost certainly
will have another year-and pos-
sibly far longer-before they have
to file health care coverage re-
ports required under the federal
Medicare data bank law.

The Health Care Financing Ad-
ministration is drafting a notice
that will delay until 1996 both the
coverage reports and any penal-
ties for not filing the reports, a
government source told Business
Insurance.

The HCFA delay notice is a di-
rect result of congressional pres-
sure. Last week, Congress gave fi-
nal approval to an appropriations
bill that bars HCFA from using
any funds next year for collecting
information for the data bank or

assessing fines on employers who
do not comply with the law.

The one-year delay is only an
interim step to give Congress time
next year to kill the data bank,
said Sen. Joseph Lieberman, D-
Conn., who has long sought to
eliminate the data bank require-
ment.

Massive suit names agents in health care scam

E&0 insurers settli
By DOUGLAS McLEOD Empire Blue Cross & Blue Shield,

Empire later terminated the plan.
NEW YORK-Errors and omis- The coverage then was shifted

sions insurers for dozens of agents through a series of allegedly
who produced business for a mas- fraudulent offshore insurers

sive health insurance scam have whose operators-including the
agreed to cover millions of dollars late Alan Teale-pocketed premi-
in unpaid health claims to settle a ums and failed to pay claims, the
sprawling class action lawsuit. suit charges.

A New York federal judge last Timothy D. Cohelan, a lawyer
month certified the class action for the plaintiffs, estimated un-
brought on behalf of about 8,000 paid claims from the alleged fraud
people who bought health cover- at $20 million to $24 million,
age through an allegedly phony though a lawyer for one of the
union set up by convicted felon E&0 insurers said the number is

William Loeb. far lower.

Though the coverage was ini- In addition to Empire and the
tially written by New York-based offshore insurers, the lawsuit

New 8/ venture: RIMS-TV
For the first time ever, attendees of the 1995 RI&<IS conference in

San Francisco will be able to watch television coverage of the con-
ference.

"Bwiness Insurance Presents RINIS-TV" will be available 24

hours a day in the major conference hotels April 24 through April
26. The 1995 Risk & Insurance Management Society Inc. confer-
ence begins April 23 and concludes April 28.

Business Insurance will produce three programs, each up to one
hour in length, that will be carried on closed-circuit television
channels in the major conference hotels and on monitors through-
out the exhibit hall.

"We are very excited about launching this new coverage of the
RIMS conference," said Kathryn J. Mcintyre, publisher and edito-
rial director of Business Insurance. "Business Insurance has re-

ported on every Rn<IS conference since 1968. Our exhaustive print
coverage of the 1995 conference will be enhanced by this onsite
broadcast medium."

Professional television journalists will report, write and produce
all of the shows, under the supervision of top editors at BI. The
programs will include coverage of certain sessions of the confer-
ence, as well as feature stories and interviews with top industry of-
ficials, speakers, attendees and exhibitors. Each program, which
will include conference program updates, will run continuously for
24 hours.

Organizations interested in advertising on "Business Insurance
Presents RI&(IS-TV" should contact Martin Ross, Advertising Sales
Director, at 212-210-0228.

Inside
• Health care reform died because of overreaching pro-
posa s, this week's editorial says. PAGE 8

• California's workers comp reforms are not likely to stop
workers from suing their employers. PAGE 32

• An A.M. Best Co. study says surplus lines insurers' sol-
vency record is as good as, if not better than, that of stan-
dam lines insurers. PAGE 34

• Siemens A.G. is transferring its property program to a
consortium led by Arkwright Mutual Insurance Co. from
German insurers. PAGE 39

Departments
Advertiser Index**,..............................................38
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Classifieds-------------.----------.-.---...-42

The congressional action and
the HCFA decision to draft a no-

tice to delay implementation and
enforcement of the data bank fil-

ing requirements comes in the
nick of time for employers.

Under a law passed in 1993, em-
ployers are required to file a re-
port to HCFA by Feb. 28, 1995
with the names and Social Secu-

rity numbers of employees and
dependents, as well as the specific
health care plans in which those
individuals were enrolled during
the year. The first report would

Continued on page 38

ng claims
named hundreds of retail and

wholesale agents and brokers who
produced business for the health
plans.

Last week, E&0 insurers for
dozens of the agents agreed to set-
tlements in which they will pay
amounts equal to portions of valid

Continued on page 45

Pan Am makes

second filing
for rehearing
of its appeal

BY STACY SHAPIRO

LONDON-Insurers of Pan

American World Airways Inc. ref-
use to give up fighting for a re-
hearing to overturn a jury verdict
that the airline's willful miscon-

duet caused the 1988 explosion of
Flight 103 over Lockerbie, Scot-
land.

Although the 2nd U.S. Circuit
Court of Appeals has upheld the
jury's finding-and on Sept. 12
refused a rehearing "en banc" by
the entire eight-judge court-Pan
Am last week took the unusual

step of filing a second petition for
the full 2nd Circuit to rehear the

case

Filing a second petition is prac-
tically unprecedented in American
law.

"We think there's only one other
case in history where there's been
a refile. . .and it was rejected in
seven days," said Lee S. Kreindler
of Kreindler & Kreindler in New

York, who represents Pan Am
plaintiffs.

Continued on page 47
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Inland marine

may be near
the bottom

of prolonged
soft market

By GAVIN SOUTER

Inland marine insurance rates

are about as low as they are likely
to go.

And, in some areas, increases are
beginning to show through.

The poor results of the inland
marine market over the past year
have already helped push up de-
ductible levels, and premium in-
creases of about 15% are likely to
follow, at least one underwriter

says.

Policyholders with exposures in
catastrophe-prone areas have al-
ready suffered large rate increases.

But continued plentiful capacity
in the market and the increase in

package property products that
cover inland marine exposures are
likely to challenge attempts to in-
crease prices.

The inland marine insurance

market covers a vast array of
transportation and construction
risks from trucking to television
towers and other specialist risks
such as computer equipment and
jewelry.

Since the mid-1980s, the inland
marine insurance market has gen-
erally been soft, most underwriters

agree.

And prices still are low, said
Tom Rogers, product line manager
at Commercial Union Insurance

Co. in Boston and chairman of the

Inland Marine Underwriters Assn.

"It has been soft since 1986 or

1987 and it is still a very soft mar-
ket," he said.

But, despite falling prices, in-
land marine accounts were largely
profitable until last year, Mr. Rog-
ers said.

In 1993, many inland marine ac-
counts went into the red, he said.

That unprofitability has encour-
aged some rate and deductible in-
creases, said Emil Kleemann, com-
mercial marine officer at Kemper
National Insurance Cos. in Long ;
Grove, Ill.

In some cases, deductibles have
more than doubled as policyhold-
ers have sought ways to avoid pre-
mium increases and underwriters

have tried to curb losses,
Continued on page 11
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Leading marine insurance markets
1992 bremiums in thousands of dollars

Global hull Ocean hull Coastal/inlandCountry/name of association

  United Kingdom/Institute of London
Underwriters, Lloyd's Underwriters Assn.

Japan/Marine & Fire Insurance
Assn. ot Japan

 United States/American Institute of
Marine Underwriters*

France/Syndicat Francais de l'Assurance
Maritime & Transport

Germany/Deutscher Transport
Versicherungs Verband E.V

Italy/Associazione Nazionale Fra le
Imprese Assicuratrici

Norway/Central Union of Marine
Underwriters

Netherlands/Verbond van

Verzekeringen afd. Transport

South Korea/Korea Non-Life
Insurance Assn.

Sweden/Sj6assurad6rernas F6rening

*Indudes other U.S. marine insurers

1,537,000

794,000

289,792

365,976

151,953

242,000

317,000

157,000

135,282

116,110

Source: International Union of Marine Insurers

436,000

123,596

266,677

102,244

206,000

250,000

83,000

68,881

358,000

166,196

99,299

49,709

36,000

67,000

74,000

66,401

Cargo

667,000

1,514,000

709,040

Offshore

1,139,000

24,000

128,014

Total

$3,343,000

$2,332,000

$1,126,846

624,039 54,043 $1,044,058

798,297

448,000 175,000

43,000 194,000

276,000

$950,250

$865,000

$554,000

$433,000

201,821 16,800 $353,903

104,496 -- $220,606
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International markets cautiously optimistic
By ADRIAN LADBURY
and GAVIN SOUTER

Like a ship that survives a
rough journey only to sink in its
home port, some international
marine underwriters fear they
may be doomed to again cut rates
and relax terms shortly after re-
turning to profitability.

Over 500 delegates of the Inter-
national Union of Marine Insur-

ance who gathered at its annual
conference in Toronto last month,
as well as 1,200 delegates who
gathered for the 29th Houston
Marine Insurance Seminar, tem-

pered their positive reports on
current conditions with less opti-
mistie future forecasts.

Most marine insurance markets

reported improved underwriting
results and actual, or imminent,
profits in 1993. Those results fol-
low stern corrective action taken

by underwriters on rates, terms
and conditions following a disas-
trous string of losses suffered by
the industry in the late 1980s and
early 1990s.

Although those efforts are now
paying off, marine underwriters

Improved underwriting conditions
may be short-lived if new capacity

leads to renewed competition
vow not to relax

their stance af-

ter a few years
of profits. They
contend there is

a need for un-

derwriters to

keep up the
pressure on shipowners who con-
tinue to operate substandard ves-
sels manned by poorly trained
crews.

Despite this resolve, it is typi-
cally more difficult for underwrit-
ers to push for further rate in-
creases when they are making a
profit. Some underwriters are
worried that fresh capacity and
competition for business will in-
evitably drive rates and deduct-
ibles down and lead to a relax-
ation in terms.

New capacity is already having
an effect as business is beginning
to move from market to market.

That change
is especially be-

SURACing felt in the *F=bm
international (4 KIT- 11=1>:ocargo insurance '5lhas
market (see ,3¢S
story, page 21), " »r' U
which most un-

derwriters say never really recov-
ered to the extent of other marine

insurance lines.

Hull underwriters are happy
with conditions for the moment

and, in London at least, are deter-

mined not to fall prey to competi-
tive pressure (see story, page 21).
But, some in the market are con-
cerned that new capacity is "wait-
ing to enter the fray," in the
words of one leading U.S. marine
insurer.

International energy capacity is
recovering and some marine mar-
kets report that it is profitable at
the moment. However, some ma-

rine underwriters fear that energy
capacity may rebuild too quickly.

Energy companies with wind-
storm and earthquake exposures
are finding catastrophe coverage
scarce and there is talk of the

companies being forced to create
self-insurance pools for these
risks.

Liability insurers have been as
successful as their hull colleagues
in forcing through rate increases
on shipowners and are rebuilding
reserves badly depleted by losses
in recent years. A recovery in re-
insurance capacity and the arrival
of new capacity at higher excess
levels is reported.

In fact, the International Group
of Protection & Indemnity Clubs,
which arranges the world's largest
annual reinsurance contract for

its 15 members, was able to find
sufficient global reinsurance ca-
pacity for its program for the first
time in two years. The group was
able to purchase reinsurance pro-
tection up to $1.18 billion above
its $30 million retention for the

1994 year, compared with cover
up to $1.08 billion last year. The

Continued on page 6

Impasse over U.S. oil spill responsibility
By ADRIAN LADBURY P&I clubs clash with US. Coast Guard requirements

LONDON-A wide gulf remains
between the U.S. Coast Guard

and marine liability insurers as
the deadline nears for compliance
with financial responsibility re-
quirements of the Oil Pollution
Act of 1990.

Under the act, which takes ef-

feet for some ships at year end,
tankers must have evidence of fi-

nancial responsibility for poten-
tial oil pollution costs in the
United States. Unless they obtain
a Certificate of Financial Respon-
sibility from the Coast Guard,
they will not be allowed to bring
oil into U.S. waters.

This could have a big impact on
U.S. oil imports, which account
for approximately 50% of all oil
used in this country.

However, protection and indem-
nity clubs are refusing to support
the financial responsibility re-

quirements for fear that U.S.
courts could unreasonably extend
their liabilities in the event of an

oil spill.
Alternative insurance proposals

are hastily being developed by in-
surers and brokers, but none of
these plans has yet been approved
by the Coast Guard.

The Coast Guard has, however,
approved a scheme by Fairfax,
Va.-based Mobil Corp. to set up
its own company, Marine Guaran-
tee Corp., capitalized at $285 mil-

ILU details marine loss statistics
London marine market outlook

Changing role seen for brokers
Hijacking problem continues tor insurers
Reducing human error in marine lossee
Hull market much improved
Non-marine losses plague cargo market

lion, to provide financial guaran-
tees for its own international

fleet.

Other major oil companies and
big shipowners are expected to
follow suit.

However, only the very largest
companies have the resources to
go this route. The majority must
wait and see if the insurers and

brokers can win enough support
in the industry and sell alterna-
tive plans to the Coast Guard in
time to meet the deadline. Self-

Page 12
Page 15
Page 16
Page 17
Page 18
Page 21
Page 21

propelled tanker vessels and
non-tanker vessels will be re-

quired to comply by Dec. 28,

while tanker barges must comply
by July 1, 1995.

Many in the marine industry are
surprised at the apparent inability
of insurers, shipowners and the
Coast Guard to breach the im-

passe over financial responsibility
requirements.

The P&I clubs have constantly
asserted that current interna-

tional agreements governing lia-
bility for oil pollution at sea-the
International Convention on Civil

Liability for Oil Pollution Dam-
age of 1969 and the International
Convention on the Establishment

of an International Fund for Com-

pensation for Oil Pollution Dam-
age, 1971-are adequate to ensure
pollution costs will be met.

Continued on next page
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Spotlightreport

OPA'90
Continued from previous page

In fact, only last Thursday, the
transportation ministers of Britain,
France and Germany joined Japan
by agreeing to a new convention
that increases the compensation
payable to victims of oil pollution
for any one incident by up to four
times the old convention limits.

Brian Mawhinney, U.K. secretary
of state for transport, announced at
a meeting hosted by the Interna-
tional Maritime Organization, that
the three governments have agreed
to a 1992 amendment to the 1969

and 1971 protocols.
Under the 1969 convention, the

largest oil tankers are liable for 14
million pounds ($22.1 million) per
incident. The 1992 amendments

would increase that limit to 59.7

million pounds ($94.3 million).

Compensation under the 1971
fund is limited to 60 million pounds
($94.8 million) per incident but
would be increased by the amend-
ments in two stages to 200 million
pounds ($316 million).

Changes to the 1969 protocols
need agreement from 10 states,
while the 1971 protocol needs eight
signatures to be effective. The IMO
expects full ratification by early
1995. The U.S. is excluded from the

conventions.

In issuing rules for implementa-
tion of the U.S. oil pollution guide-
lines (BI, July 18), the Coast Guard
acknowledged the shipping indus-
try's fears.

"OPA '90 potentially exposes
ownens and operators to far greater
liabilities for removal costs and

damages from oil spills (than under
current rules). OPA '90's philosophy
is that, in general, the spiller, not
U.S. consumers and taxpayers,

should bear the lion's share of the

costs and damages. In addition, un-
der OPA '90, owners and operators
remain subject to potential unlim-
ited liabilities under state laws as

well," the Coast Guard stated.
The Coast Guard recognizes that

the P&I clubs and their reinsurers,

led by Lloyd's of London under-
writers, fear exposure to unlimited
liabilities in U.S. courts. However,

the Coast Guard said Congress is
"well aware" of the problem and
will not allow insurers to be penal-
ized by the new law.

The Coast Guard conceded that

owners and operators could find
themselves liable for unlimited

damages if, for example, they were
found guilty of gross negligence,
but said there was nothing in the
law that would allow that liability
to be transferred to the insurers.

The P&I clubs are not convinced,

however, and refuse to change their

stance despite the assurances.
"The timetable has put consider-

able pressure on tanker owners
who have naturally turned to their
clubs for advice. Many club boards
have now had the opportunity to
consider the interim final rules and

have declined to change their previ-
ous decision, which was not to issue
(coverage to back) COFRs," stated
Richard Youell, underwriter for
Lloyd's syndicate 79, managed by
Janson Green Ltd. Mr. Youell made

the statement in his report to the
International Union of Marine In-
surance conference in Toronto last

month in his role as liaison officer

for the P&I clubs' reinsurance buy-
ing pool, the International Group of
P&I Clubs.

"As a P&I club, we cannot move
from our position. We are an in-

surer, not a guarantor. Naturally,
the Coast Guard wants unrestricted

guarantees through COFRs, and

Are You Doing All You Can
To Protect Your Business? PIA is.

Join PIA In Urging Congress
To Defeat H.R.9 And

Preserve McCarran-Ferguson
s you may know, Rep. Jack Brooks (D-TX) and othens in Congress have
attached H.R.9 to national health care reform legislation in an attempt to
amend the MeCarran-Ferguson Act. This legislation, in one swoop, would
set the industry back 20 years by wiping out standardized manuals and the
timely service we now provide. It also would effectively prohibit pooled
trending activities by insurance companies.

To make matters worse, there are some groups within the insurance
industry that have "cut a deal" with Rep. Brooks on H.R.9. This deal would

handcuff many carriers and their agents and damage their business.

PIA stands firmly for the rights of independent agents. We urge you to
take action to defeat H.R.9 by itself, or attached to a health care
bill, before our competitive insurance industry is permanently disrupted.

Call 1-800-388=6802 Today

Tell Congress H.R.9 is Bad for Carriers,
Bad for Agents, and Bad for Consumers.

INSURANa
This message furnished by PIA - the united voice of independent insurance agents.
PIA National, 400 N. Washington St., Alexandria, VA 22314, 703/836-9340.

that would place the clubs in a di-
rect relationship with the citizen.
We do not want that direct con-

tact," said Peter Donnellen, partner
with the United Kingdom Mutual
Steam Ship Assurance Assn. (Ber-
muda) Ltd.

The Coast Guard told Business

Insurance last week that it will not

retract its demand for the COFRs or

delay implementation of the new
rules.

"I expect a few small technical
changes, but we will not change
any of the big issues. I doubt very
much there will be any change to
anything such as the P&I issue.
There will be no change to the com-
pliance date or methods; they are
fixed in stone," a Coast Guard
spokesman said.

In its interim final rules, the
Coast Guard said it had received

sufficient positive cornment from
interested parties to convince it
that, even if the P&I clubs refused

to provide the coverage, alterna-
tives sources of coverage and finan-
cial guarantees would be found.

"I am confident that between

now and the deadline, alternatives

will be found. U.S. oil companies
like Mobil can self-insure, and it

has already registered with us. A
major U.S. shipowner has also reg-
istered with a self-insurance plan,"
he said, declining to name the ship-
owner.

In his report to RJMI, Mr. Youell
said "tanker owners remain to be

convinced that any concrete pro-
posal (for an alternative to the P&I
clubs) has emerged in the succeed-
ing months," adding that a lack of
reinsurance capacity is a key
"stumbling block."

Since Mr. Youell's report was is-
sued, though, a number of new
plans have emerged and gained sig-
nificant support.

Intertanko-the Oslo, Norway-
based International Assn, of Inde-

pendent Tanker Owners, which
represents 55% of world tonnag-
and the International Chamber of

Shipping have given tacit approval
to a proposal by Tindall, Riley &
Co., underwriting manager for The
Brittania Steam Ship Insurance
Assn. Ltd., that would tackle the
potential problem of unlimited lia-
bility.

Under the plan, a new, probably
Bermuda-based mutual insurer

called OPAQUE would be set up to
provide coverage for all vessels
trading with the United States, up
to the new OPA '90 limits that ap-
ply to ships of more than 300 gross
tons. Those limits are:

• Liability of $1,200 per gross
ton, with a cap of $2 million for oil
tankers of 3,000 gross tons or less,
and a $10 million cap for vessels
greater than 3,000 tons.
• $600 per gross ton or $500,000,

whichever is greater, for non-tank-
ers.

This facility would be backed by
a supporting trust fund called
OPAH, which would be financed by
premium supluses from OPAQUE.
The proposals estimate that
OPAQUE would earn about $250

million in premiums a year, gener-
ated primarily by dry cargo premi-
ums, tanker premiums, and contri-
butions from the P&I clubs.

After deducting roughly $50 mil-
lion a year for estimated claims,
this means that OPAH would re-

ceive $200 million a year from
OPAQUE in surplus funds. These
would be used to build a fund that

could provide excess coverage if an
oil pollution disaster occurred that
broke OPAQUE's limits.

In addition, Tindall, Riley pro-
poses another facility alongside
OPAH called OPAL. This entity
would provide stop-loss coverage
for shipowners above OPAQUE's

Continued on page 6
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Material-handling injuries are the leading cause of workers compensation losses. To manage costs, back injuries
must be avoided. Wausau's National Satellite Conference is an important step in doing that. Our seminar will cover
topics ranging from the use of back belts and proper lifting techniques to a review of material-handling equipment.
Participan[s will hear material-handling success stories, and actually see solutions put into the workplace.

On October 5, more than 50 sites across the country will host this satellite conference. Businesses and organiza-
tions with satellite access will also receive the conference at their locations.

Together, we are helping prevent material-handling injuries from hurting our workers and our businesses.

National Satellite Conference

"Material Handling: Your Questions Answered"
October 5
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OPA'90
Continued from page 4
$200 million upper limit, and also
pitch in when OPAQUE required
OPAH funding, up to a maximum
limit of $2 billion.

OPAL would be financed by a
levy on U.S. oil shipments and thus
financed by importers. If all three
funds were exhausted by a cata-
strophic oil spill, additional liability
would revert to the shipowners.

The proposal was sent to a num-
ber of shipowners and oil compa-
nies for comment by Oct. 1, and ini-
tial response has been positive.

Intertanko and other shipowners
like the idea because it calls for

contributions from the oil compa-
nies in addition to shipowners. The
tanker owners' association an-

nounced last Thursday that it plans
talks with the American Petroleum

Institute and the P&I clubs as soon

as possible.
Tormod Rafgard, managing di-

rector of Intertanko, told BI last
week that the lack of contribution

from cargo owners had been the as-
sociation's biggest objection under
the final rules. But getting the oil
companies to agree to contribute
probably will prove to be the Tin-
dall, Riley plan's biggest obstacle.

In addition to Mobil's establish-

ment of an entity to guarantee its
obligations, Chevron Corp. and
Exxon Corp. are rumored to be
close on its heels with the creation
of their own facilities.

Meanwhile, another alternative
emerged last week. Willis Corroon
Americas and Sedgwick Marine &
Cargo Ltd. have teamed up with
leading U.S. surety bond broker
CA. Shea & Co. Inc. to create OPA-

CLUB, a proposed solution for
shippers not big enough to follow

the example of the big oil compa-
nies.

OPACLUB will issue surety
bonds underwritten by a panel of
U.S. surety insurers. Those bonds
will enable shipowners to gain CO-
FRs as long as they also are mem-
bers of one of the 15 International

Group of P&I Clubs, which provide
U.S. oil pollution coverage up to
$500 million.

Premiums will range from

$250,000 for small organizations to

$2 million for bigger operators, and
members of OPACLUB will be re-

quired to issue letters of credit 10
times the value of their premium.

Nicholas Taylor, executive direc-
tor of Willis Faber & Dumas, said
the club would be viable only if it
received the support of about 50%
of world tanker tonnage.

These recent alternatives are not

the first and undoubtedly will not
be the last to meet the U.S, finan-

A

11 1

cial responsibility requirements.
Shoreline Mutual (Bermuda) Ltd.,

a new P&I club domiciled in Ber-

muda, was created earlier this year
and offers up to $300 million to
meet OPA '90's limits (BI, May 30)

First Line, an insurer created by
New York-based Johnson & Hig-
gins and Bankassure, a London
unit of Aon Corp, is also prepared
to offer coverage but will not re-
lease full details until the Coast

Guard announces whether it will

add any changes to the rules.
The Mandatory Excess Insurance

Facility-suggested by the Greek
Shipping Cooperation Committee,
the Union of Greek Shipownens, the
Norwegian Shipowners Assn. and
the Swedish Shipowners Assn.-
planned to offer $1.5 billion above
OPA limits with oil industry sup-
port but has been rejected by the
Coast Guard because it would have

been a government-run facility

When they need inland marine,

property or ocean marine cover-
ages, they tum to the leader, Wm. H.

McGee & Co.
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Agents and brokers know that in the
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we bring to an account.

A PROVEN TRACK RE(ORD
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agents and brokers and their clients with
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funded by a bond issue and would
have required congressional action.

Shipowners and marine insurers
do nat seem to share the Coast

Guard's confidence that adequate
alternatives will get off the ground
and avert a "train wreck." Al-

though self-insurance is an option
under OPA '90, they contend is the
answer for only a small majority of
owners.

"The (Tindall, Riley) scheme may
perhaps proceed but probably will
need to be amended. There has to

be room for negotiations. We see all
these proposals, but it's very diffi-
cult. We have to lean on the P&I

clubs. So far, I understand they
haven't come up with anything reg-
istered with the Coast Guard," said

Intertanko's Mr. Rafgard.
"The disruption to trade is a real

possibility. The bigger shipowners
will be able to satisfy the require-
ments and obtain COFRS, but the
majority will not. This will cer-
tainly affect freight rates and the
price of oil in the U.S.," he pre-
dicted.

"Self-insurance is not the answer

for many owners, and we are bash-
ing our brokers into a pulp for an-
swers," said Peter Cooney, manag-
ing director of Glasgow, Scotland-
based Acomarit (U.K.) P.L.C., one
of the world's biggest ship manage-
ment firms.

"We are waiting to see what the
international insurance community
will come up with for us, but the
dispute between the Coast Guard
and the shipowners seems to be ir-
reconcilable," said Mr. Cooney

"The Coast Guard seems con-

vinced that the market will come

up with something, but we have
seen plans from the P&I clubs, the
bond schemes and the two mutual

groups, and as yet nothing has been
tried and tested or promises to
work, And certainly nothing has
been approved by the Coast Guard
except for the Mobil scheme that I
know of," he said. IMI'

Outlook
Continued from page 3
group also arranged additional
cover to protect against overspill
claims, bringing total coverage to
$1.53 billion. Individual club re-
tentions were increased to $4 mil-
lion from $3 million.

A more immediate concern for

the P&I clubs, though, is finding
some way of coping with the im-
passe over the U.S. Oil Pollution
Act of 1990, which takes effect
Dec. 28 (see story, page 3).

"Overall it's all a bit cloudy at
the moment. The last couple of
IUMI conferences have seen

strong resolve on rates and condi-
tions and so on, but it's not so
clear right now where the market
is going," said Thomas Prender-
gast, chairman and president of
the Marine Office of America
Corp. in Cranbury, N.J.

"At long last the market is back
on a profitable track. This applies
to marine hull and energy busi-
ness, but less so in the case of
cargo insurance. 1993 and 1994
results should start to show an eq-
uitable return for the majority of
companies," said Len Campbell,
chairman of the Institute of Lon-
don Underwriters.

Mr. Campbell pointed out that
the marine market's recent recov-

ery comes on the back of massive
losses between 1987 and 1991, and
warned insurers they should not
weaken their resolve if they are to
rebuild adequate loss reserves.

However, the world's major ma-
rine insurance markets generally
expect increases in capacity to ex-

Continued on page 10
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Opinions

Reform plans went too far
E UNDERSTAND why Senate Majority Leader
George Mitchell, D-Maine, abandoned his effort

to try to win passage of comprehensive health care re-
form legislation this year.

Amid the acrimonious atmosphere in Congress, it
simply would have been impossible for legislators to
agree on a meaningful package in the remaining few
days of the session.

There still is a chance for legislators to pass a drasti-
cally slimmed-down package that would include such
reforms as curbs on pre-existing medical condition ex-
clusions. But we don't hold out much hope for that to
happen this year.

Although we recognize its inevitability, we regret
that Sen. Mitchell fell into the old Washington blame
garne.

Republican obstructionism, combined with special
interest opposition, killed health care reform this year,
Sen. Mitchell said.

No, it was not that simple. To be sure, Republicans
were virtually united in their opposition to President
Clinton's health care reform proposal, as well as those
presented by the Democratic congressional leadership.

But what Sen. Mitchell fails to mention is that none

of those proposals enjoyed the support of a majority of
Democrats.

As to the role of special interests, there were plenty
that gave, at least in the beginning, support to the ad-
ministration's proposal. Does Sen. Mitchell suggest
that only those who supported the administration and
its allies in Congress had the right to speak out while

those opposed should have kept silent?
If Sen. Mitchell wants to get into the blame game-

which we think is useless-he should be reminded that

congressional Democrats aren't blameless. In 1992,
Democrats blocked passage of a scaled-back but still
meaningful reform bill-because they believed passage
would aid the re-election chances of George Bush.

They may have been right, but the losers were the
millions of Americans who would have been helped by
the legislation.

Rather than point fingers, political leaders would be
better off learning from their past mistakes when they
begin the health care reform process anew next year.
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For the administration, one tactical lesson should be

that Hillary Rodham Clinton proved to be a terrible
choice to lead the administration's reform drive.

Certainly, we couldn't help but be impressed with
her eloquence and dedication to health care reform.
But that was far outweighed by her political inepti-
tude. Her slash and burn criticism of anyone who op-
posed the administration was hardly a way to build a
consensus.

The lesson that both the administration and Con-

gress should learn is that this year's debacle was the
direct result of pushing reform proposals that over-
reached. Americans want to be assured they have
health care coverage, but that does not mean they
want to be shunted into purchasing pools, have the
government set benefits or determine prices.

If the administration and Congress can master that
lesson and work together on putting together a pro-
posal that is in line with what the public wants and is
willing to pay for, enactment of legislation will be pos-
sible and this year's legislative battle will not have
been entirely in vain.

Le#ers

NewCo's planned resources unlikely to Yun dry'
To the editor: It is gratifying that Dewey

P. Clark accepts that the way Lloyd's is
tackling long-tail liabilities possesses "sig-
nificant advantages" (BI, Sept. 19).

But Mr. Clark's letter to the editor also

expresses concerns over the long-term via-
bility of NewCo, the company Lloyd's is
planning to set up to reinsure its pre-1986
liabilities.

Lloyd's aim is to create a sustainable
U.K. reinsurance company, regulated by
the British government's Department of
Trade and Industry. The DTI will not au-
thorize NewCo unless it is satisfied that

the company will indeed prove sustainable.
The reserving position of Lloyd's syndi-

cates for asbestos and pollution cleanup li-
abilities alleady compares favorably with
many U.S. insurance companies. The
NewCo project at Lloyd's is analyzing

these reserves, syndicate by syndicate, be-

Business Insurance welcomes let-

ten from its readers. Please keep
your comments as brief as possible,
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, m. 60611-2590.

fore quoting each syndicate a premium to
reinsure their liabilities into NewCo in

1996. If the NewCo premium exceeds ex-
isting syndicate reserves, the balance will
be sought from Lloyd's names.

By year end, we shall have close to 100
people gathering and interpreting data rel-
evant to NewCo's reserving needs. No ex-
ternal agency possesses either the data or
the resources available to the NewCo pro-
ject, which may explain why their esti-
mates of NewCo's additional reserving
requirements vary by more than'$15 bil-
lion.

Clarifying new subli
To the editor; We applaud your fmnt

page coverage (BI, Sept. 26) of ACE's deci-
sions to reduce the integrated occurrence
coverage that it will offer and to increase
prices to medical, chemical and enegy ac-
counts. Your treatment of difficult tee}mi-

cal issues was both balanced and under-

standable, and was no doubt helpful to a
number of audiences.

One point raised in the second para-
graph of the article bears clarification.

There it was stated that ACE "will cut

its excess liability insurance limits in half
for claims from mom than one policy-
holder that arise from a single event..."

While the mduction of integrated occur-

NewCo will be a robustly reserved rein-
surance company, based on one of the
most thorough analyses of long-tail liabili-
ties that any insurer has ever undertaken.
Mr. Clark's prediction of a "rush to com-
mute before the well runs dry" is unlikely
to prove well-founded.

If this particular well runs dry, it will be
in the context of an insurance drought the
likes of which the world has never seen.

William Pitt

Communications Manager
NewCo Project

London

mits in ACE coverage
renee coverage will apply in those circum-
stances, the inference that it will only ap-
ply when several policyholders are in-
volved is not correct. Under the sublimit

endorsement, any single policyholder who
has a "batch" loss will have a maximum of

$100 million of coverage.
If several policyholders are involved in

the same event, each will have $100 mil-

lion of integrated occurrence coverage, but
even if the "batch" loss is limited to one

poheyholder, the sublimit will apply.
Bradford W. Rich

Executive Vp and General Counsel
ACE Ltd.

Hamilton, Bermuda
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Spotlight report

Outlook
Continued from page 6
ceed decreases, which means ship-
owners could see cheaper coverage
and marine insurers could face a

short and sweet recovery.
U.S. marine insurers posted sig-

nificantly improved results in 1992
and 1993, and hope for more of the
same from 1994.

The American Institute of Marine

Underwriters is the third-largest
marine insurance market in the

world when ranked by 1992 gross
premiums written, according to
global premium figures compiled by
IUMI (see chart, page 3).

In 1992, AIMU and other U.S.
marine insurers accounted for

roughly 8.7% of world premiums,
with $1.13 billion out of $12.897 bil-
lion worldwide.

And, AIMU reports that member

insurers wrote 38% more net premi-
ums in 1993 than they did in 1992
on the back of healthy rate in-
creases. More significantly, U.S. ma-
rine insurers reported much-im-
proved operating ratios. In 1993,
AIMU members' pure loss ratio was
60.9% compared with 78% in 1990.
The members' combined ratio,
which includes loss adjustment and
underwriting expenses, improved to
95.3% in 1993, from 118.3% in
1990.

But U.S. underwritens are certain

that capacity is returning and they
report increased competition for in-
ternational hull, cargo and energy
business.

"We hope the U.S. market can be
tough in the face of competition, but
the U.S. market is losing business as
a result of softening. Rates are fall-
ing in some areas and many under-
writens are not yet in a position to
follow them down," said William

Mack, chairman of AIMU and presi-
dent of American International Ma-

rine Agency at New York-based
American International Group Inc.

"Hull is currently in status quo.
Owners are taking better positions
with bigger Mentions but it is genu-
inely inconclusive. Our hull predic-
tions have been tempered for 1995
because I get the sense that there is
an awful lot of hull capacity waiting
to enter the fray," said Mr. Prender-
gast of MOAC.

Some large marine accounts-es-
pecially hull-have returned to the
U.S. market from London over the

last couple of years as London ma-
rine underwriters have imposed stiff
hikes in rates and deductibles.

Mr. Prendergast said that he
knew of a number of inland barge
and offshore supply boat operators
that had defected to London a few

years ago only to quickly neturn to
the U.S. market this year after a

sharp dose of tough underwriting.
"The return of business to the

United States is not always price-
driven. It is the value added because

of proximity," he said. "What value
would I have to offer if I decided to
write U.K. coastal business? U.S.

underwriters can offer local survey-
ors and adjusters and similar ser-
vices, and quick."

The international cargo market
has never recovered in the same

way as the hull and liability mar-
kets, according to Mr. Prendergast,
who described it as an "acyclical"
market He said that cargo under-
writers are not making money but
seem determined to hold on to mar-

ket sham regardless.
"On the one hand, underwriters

seem to be toughening up with cor-
rective action on their current port-
folio while at the same time being
very competitive in attacking busi-
ness they don't have. This phenome-

-
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Real Solutions,»' a new program designed to
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It all starts with a free compre- *

hensive action plan that will analyze
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insurance providers. And show you what

advanced communications can do for you. s=

As a Real Solutions customer, you will
have unlimited access to all the resources of the

Real Solutions Business Center and our staff of

professional business consultants. They will
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• ftat-rate pricing to take the guess-
work out of your monthly expenses;

• one simplified bill combining
both voice and data services;

• free software that allows for

billing on a convenient disk;

• the opportunity to earn

credits for valuable products and services.

So call today. And get Real Solutions from Sprint
Business. Because it's a lot easier to give sales a
push when you've got the right team behind you.

Call 1-800-516-REAL

-- . Sprint®
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non has frustrated any significant
improvement in results," said
AIMU's cargo report to IUMI.

Predictions also call for an easier

renewal for energy companies as
London slackens the pace. However,
catastrophe coverages for companies
in high-risk areas may be harder to
come by.

"It will be interesting going into
the renewal season. The early sig-
nals out of London are that it will

not be as tough as 1992 and 1993.
But if it's easy for the U.S. market it
will be easier for everybody, so in
that sense it's not so good," said Mr.
Mack of AIG.

Richard Hazell, chairman of Lib-

erty Mutual Insurance Co. (U.K.)
Ltd., said in a speech at the Houston
Marine Insurance Seminar that it is

now "virtually impossible" for oil
companies to buy full limits for ca-
tastrophe coverage in vulnerable
sites.

He suggested that pooling appears
to be the only means for energy
companies to obtain stable and
fair-priced coverage for marine un-
derwriters.

"Fixed limits could be made avail-

able within predefined earthquake
and hurricane zones and these

would be priced accordingly. Rein-
surers of the pools would write net
lines and would know precisely
what their maximum exposure
would be," he explained.

"We have to find an answer that

will provide our customers with the
cover they require at a rate they can
afford," said Mr. Hazell.

The London marine insurance

market-the world's largest by
far-seems the most satisfied with

recent improvement in underwriting
results. It also perhaps is the most
resolute in their determination to re-

sist competitive pressures, even if it
means losing business.

"There are a lot of owners who,
because of the higher standards im-
posed over the last couple of years,
are not able to find insurance, The

fact that they are forced out of busi-
ness is no bad thing," said Peter
Chrismas, chairman of the IUMI
Ocean Hull committee and under-

writer with Lloyd's of London syn-
dieate 735, managed by Wren Syn-
dicates Management Ltd.

In 1992, London underwriters
wrote roughly 26%, or $3.34 billion,
of global marine insurance premi-
ums. Of that, the Institute of Lon-
don Underwriters wrote $1.48 bill-
lion and Lloyd's of London wrote
$1.87 billion.

London marine underwriters re-

port stable capacity and rates after
a sustained period of capacity re-
ductions and rate increases, espe-
cially at Lloyd's. Both markets oper-
ate on a three-year accounting sys-
tem and predict a break-even year
for 1992 and profits in 1993 and
1994.

The ILU reported no change in
hull capacity between 1993 and
1994 and foresees little change next
year on either capacity or rates.

Lloyd's underwriters reported hull
capacity increased up to 30% in
1994, but predict a fall of about
20% for next year and hope that
this reduction will help rein in any
rate cutting by overambitious un-
derwriters.

The incidence of hull losses

among London underwriters fell by
35% last year, which underwriters
largely attribute to much higher de-
ductibles, a better selection of risks
and increased retentions by ship-
owners.

Neither the ILU nor Lloyd's un-
derwriters, though, are happy with
the cargo market, where overcapac-
ity has persisted in certain areas, es-
pecially for global coverages.

"Overcapacity has had an adverse
effect on the cargo account and the

Continued on ncrt page



Continued from previous page
London market is continuing to see
its pure cargo market contracting,"
stated the joint Lloyd's/ILU annual
report to IUMI.

London underwriters lay the
blame for cargo rate reductions
squarely at the door of competition
from overseas markets.

"The market is not as hard as

1993. While rate reductions are rare,
increases ar·e not as commonplace as
in the previous renewal season. Un-
derwriters' efforts are often ham-

pered in that many accounts are
placed or completed overseas in
those instances where London un-

derwriters insist on improved
terms," the Lloyd's/ILU report said.

Georg Mehl, chairman of the Ger-
man Transport Insurance Assn., or
DTV, professed the same resolve in
the face of competitive pressures as
his British colleagues.

"Competition is the limit of what
we do, and if we have enough com-
petition nobody cares. Presently we
have burned fingers, and sharehold-
ers do not allow underwriters to

write the business. In many mar-
kets, the companies do not allow the
underwriters to act as they did in
the past. We fight for our lives in
our companies,"said Mr. Mehl, who
is marine manager and a member of
the executive board of Wurrtemberg
A.G. Insurance Co. in Stuttgart.

German marine insurers wrote

$950.25 million in gross premiums
in 1992, or roughly 7.3% of world-
wide premiums. This makes the
German marine industry the fifth-
largest in the world.

"The catastrophic experience of
the last few years led to a subse-
quent energetic restructuring of the
international marine market. In the

wake of this, the German market

has also restructured and the posi-
tive impact of this was felt in 1993,"
the DTV's annual report said. Ger-
man marine underwriters are, how-

ever, feeling the pinch and more
business is being lost to overseas
markets than is returning.

According to the DTV, between
February 1993 and January 1994,
German marine insurers won back

11.3 million deutsche marks ($7.3
million) in premiums from overseas
markets, compared with 25.5 mil-
lion deutsche marks ($16.5 million)
returning to the market the year be-
fore. But, they lost 19.7 million
deutsche marks ($12.8 million) to
overseas markets in 1993, against a
loss of only 10.1 million deutsche
marks ($6.5 million) the year before.

Members of Cefor, the Norwegian
marine association, wrote $554 mil-
lion worth of gross premiums in
1992, or roughly 4.3% of the global
total, which ranks as the seventh-
biggest maI·ine market. Cefor re-
ported much better results for the
1993 year and is confident that 1994
will be a good year.

The loss ratio for Norwegian hull
insurers, which operate through the
Norwegian Hull Committee, was a
dramatically lower 55.2% in 1993,
compared with a massive 303.57%
in 1990 and 211.43% in 1989. "The

positive figure of 55.2% in 1992 re-
flects both a harder market and in-
creased focus on standards and

quality of shipping in general,"
stated Cefor's annual report.

Norwegian hull insurers increased
deductibles to $100,000 on average
in 1993, from $23,000 on average in
1992, according to CEFOR's report
to the rUMI Hull Committee.

In the energy market, Cefor pre-
dicts "1993 should go down in his-
tory as a good year. Very few large

.
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losses have been reported during the
year. After two rounds of increases,
rate levels on most accounts seem

adequate...on the surface the future
looks bright and rosy."

But, despite the rate hikes, the
Norwegians are as concerned as the
rest of the world nnarket about new

capacity and competition. The fact
that they see the threat coming from
I,loyd's, while Lloyd's underwriters
point the finger overseas, merely
serves to underline the murkiness

currently pervading the market.
"Real headway has been made in

re-establishing London as a leading,
profit-making insurance market.
New capacity has been introduced
and the major syndicates in Lloyd's
have experienced impressive growth
in their underwriting capacity for
1994," Cefor said in its report.

"However, we note with some
concern that this capacity is now
becoming a factor that may lower
future premium standards. It must
be obvious to all concerned...that

the general marine and offshore
business must build further on the

progress made in recent years in or-
der to maintain an acceptable level
of returns in the 1990s."

Nezt year's International Union of
Marine Insurance conference will be
hetd in Tokyo in September. For
more information, contact Alex-
ander von Ziegler, General Secre-
ta736 Lmoenst,asse 19, P. O. Box
6333, Ch-8023, Zurich, Switzerland;
411-211-6040: fax: 411-211-1165.

The 1995 Houston Marine Insur-

ance Seminar will be held Sept.
17-19. For more information contact
Brian E. Steege, Steege, Kingston &
Associates Inc., 1502 Augusta Drive,
Suite 435, Houston, Texas 77057;
713-975-7575; fax: 713-975-7671.
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Inland marine
Continued from page 3
Mr. Kleemann said.

But some prices have also in-
creased, he said.

"Prices are going up and it
seems that the hard market is
here," he said.

In particular, hard-hit segments
of the inland marine market are
leading the rate increases.

For example, trucking risks
have suffered increasing losses
due to hijackings during the past
few years, he said.

"we are losing a lot of non-de-
script items, such as loads of
grapes or nectarines. Tradition-
ally they would take things like
computers but now they are going
for mundane items as well," he
said.

The increase in losses through-
out the inland marine account has

already pushed some rates up by
10% this year, and rates are likely
to increase by around 15% by year
end, Mr. Kleemann said.

Increases in hijacking and other
violent crime have led to steep in-
creases in inland marine losses,
agreed Tom Mitchell, assistant vp
of commercial marine at ITT

Hartford Group Inc. in Hartford,
Conn.

"In the Northeast, especially,
we have seen a rise in violent rob-

beries at jewelry stores," he said.
But the efforts of specialized in-

land marine underwriters to in-
crease rates to reflect those losses

are being curtailed by competition
from mainstream property under-
writers, Mr. Mitchell said.

Consequently, although inland
marine risks in general increased

by between 5% and 10% earlier
this year, increases halted in the
spring, added Walter Mess, ma-
rine segment underwriter at ITT
Hartford.

Not all underwriters are seeing
rate increases, though.

The market remains soft, but it
is unlikely to get any softer, said
Frank Oleskiewicz, second vp at
General Reinsurance Corp. in
New York. "There are not a lot of
increases, but there are no de-
creases," he said.

Despite the experience of the
past year, inland marine has been
a profitable area of business and
most insurers are keen to have

some share of the market, Mr.
Oleskiewicz said.

And competition for risks with
good loss experience remains
strong.

"If you have good business, you
will do whatever you need to do to
keep hold of it," he said.

The large catastrophe losses
over the past several years have
also affected the inland marine

market, said Andrew Moretti, vp
at Sedgwick of New York Inc.

"The rates for properties in
earthquake-, flood- and wind-
storm-prone areas have gone up
dramatically," he said.

Primary insurers have seen their
catastrophe reinsurance premi-
ums increase ninefold over the

past two years and they are pass-
ing some of that cost increase on
to policyholders, according to Mr.
Moretti.

"We've seen rates for earth-

quake risks double or more," he
said.

Inland marine construction

risks are usually temporary in na-
Continued on next page
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Inland
Alan Crater, vp at United States trucking risks because of the m- again help increase capacity for
Fidelity & Guarantee Insurance creased risk of hilacking, Mr Cra- inland marine risks, Mr Klee-
Co in Baltimore 'There are areas where ter said mann said

Continued from preutous page "There are areas where we have we have hit bottom, "There are new technologies The underwriting of specialist

ture and consequently they have hit bottom, but most rates do not available, like satellite tracking coverages by general underwriters
not undergone the same increases seem to moving up yet," Mr Cra- but most rates do not systems, which underwriters need iS a common concern of inland
for catastrophe risks as the rest of ter said seem to moving up to be aware of," he said marine underwriters

the property market, said ITT In Southeastern wind-exposed USF&G plans to double its "They don't have the specialist
Hartford's Mr Mitchell properties and in the Midwest, yet,' says Alan Crater. trucking premium volume over knowledge you need to under-

However, construction projects trucking rates have at least the next several years Currently, write the risks," he said
m coastal areas that run through stopped falling, according to Mr trucking business makes up 10% For example, a general property
the windstorm season are receiv- Crater business out there " of the company's inland marine underwriter might not be aware
ing increases of 20% or more, he "The more difficult business is The trucklng industry is also an premiums, Mr Crater said that a private telephone system
said finally flattening out," he said area of opportunity for inland Generally, competition for in- should have equipment to protect

And, often the coverage is not There is also potential for in- marine underwriters, he said land marine business is increas- against lightning and power
available, Mr Mess said creased business for inland ma- The industry has undergone a ing, according to Kemper's Mr surges, he said

"We have a difficult time with rine underwriters, he said tumultuous transformation since Kleemann "It is easy to enter the inland
constructions in wind-exposed ar- Inland marine business includes it was deregulated in 1980, but "If one insurance company is marine market because we are
eas, except for our most well-es- coverages for properties in Con- now it is stable, Mr Crater said making a profit in a certain class mostly freed up on form and rates
tabllshed customers," Mr Mess struction and the U S construe- "The consohdatlon of trucking of bumness, everybody will flow SO 11 does not take much addi-
said tion industry is climbing out of its companies is over and the compa- there You cannot remain exclu- tional effort to put a program to-

Generally, prices remain soft for slump, Mr Crater said "The con- nies that were going to fold have sive for long," he said gether," said ITT Hartford's Mr

inland marine risks but rates for struction industry growing ls not now folded " In many cases, inland marine Mitchell
risks in some areas of the country going to push up rates, but lt However, underwriters need to coverages are being covered by Consequently, property under-

are leveling out or increasing, said means that there lS a lot more be cautious when underwriting property package policies, which writers are tempted to offer in-
land marine coverages to expand
their product lines

"That disrupts the whole mar-
ket until the company learns ltS
lesson," he said

The merger of inland marine
coverages into property depart-
ments can give specialist under-
wnters a competitive advantageWE DO]VT PUMP OIL. because they are more able assess
risks properly and avoid poor
risks, but it is a disturbing trend
for the Industry in general, Mr

WE DELIVER ENERGY. Crater said

Large commercial and indus-
trial risks often cover inland ma-

rine exposures under a master

senior vp at Alexander & Alex-
4' :4,7,

property coverage, said Ed Baier,

ander Services Inc in Kansas
,

City, Mo
Under the master policies, the

- inland marine risks are given
broader coverage and coverage

{-i '1-2< . f 1 :... -- ' .13-., :1-« 1, can be obtained at cheaper rates,
he said

 ='rT ac1''i- tll< '1  -i,il il / "It's not a package policy but a
master policy All of the cover-

-

ages are rolled into one wording,
Mr Baier said ill
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- better underwriting
By ADRIAN LADBURY

Willis Corroon doesn't find the oil TORONTO-The oceans were

much safer for cargo last year as
and gas that keep you warm or cook your food or power your the total tonnage lost fell sharply

for the second straight year and
automobile. But without us, petroleum the number of ships lost was level,

accorchng to the Institute of Lon-
companies would never attempt to discover another diop don Underwriters' annual hull ca-

sualty statisticsIt's too risky. Willis Coiroon manages marine- and energy-ielated risk Underwriters were pleased with

so that a company can confidently venture the figures, which include only
ships over 500 gross tons, and be-

into new frontiers and new technologies to discover better, cleaner, lieve the improved result is largely
attributable to their efforts to

more efficient ways to supply the woild's energy. pressure substandard shipowners
to improve their fleets through

So while the next oil tanker you see won't be flying our flag higher rates and deductibles and
more regular and stringent pre-

and the next gas pump you use won't have our name on it, underwriting surveys
The news was not universally

there s an excellent chance our name is behind the energy they deliver. good, however, and there is still
much work to be done

Tonnage lost plummeted and
only one more ship was lost 19

WILLIS CORROON 1993 compared to 1992, but the
number of lives lost at sea last

year was 59% higher than in 1992
And, despite underwriters best

A world leader in rzsk management and insurance broking efforts to clear the seas of aging
ships, the ILU statistics, tradition-
ally unveiled at the IUMI con-

Continued on page 14
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No "e" means that our A++ A.M. Best rating, without the subscript "e','
now reflects our financial strength independent of our· parent company.

The superior rating is ours, all ours. It stands alone, and it just doesn't
get any better than that. In fact, you can count on one hand the other
companies in our business rated that highly.

So don't settle for less than the best. Let your wholesaler put the
capacity, ingenuity and superior security of General Star to work for you.

-A GENERAL
07 STAR

• Market Stability
• Financial Strength
• Underwriting Quality

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

Atlanta • Chicago • Dallas • Hartford • Los Angeles * New York • Stamford
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SpoHight report fj Old problem continues
Statistics to 24 years, which is double theii weaths was the chief cause of to-

share of world tonnage tal losses, with grounding and ma-
.

...

Many national marine insurance chinery failure equally responsible .... .....

Contznued from page 12 associations reported continued for partial losses
ference, show that losses are still efforts to combat the problem of Losses among femes and "roll
very much concentrated among aging tankers on-roll off" vessels were mainly
older vessels, many of which are The Belgian Marine Assn, for caused by the weather, followed
subsequently found to be unsea- example, introduced much higher by fire and explosion and machin-
worthy deductibles and pre-shipment in- ery as the main cause of partial 91 3% 922%

Tankers and bulk cargo vessels spections and will give no warran- losses
are particularly vulnerable as they ties for ships older than 20 years The ILU statistics also show

82 6% 84 2%
77 1%

become older British cargo underwriters are which countries suffer greater
In the short term at least, this now examining the classification than average losses

situation is unlikely to improve societies that carry out the surveys According to this year's figures,
60 8%

The number of ships on order and on hulls and cargoes to test their during the past five years Hondu-
under construction fell signifi- effectiveness at weeding out prob- ras posted the worst record, with
cantly in 1993 The number of lem vessels 1 35% of ltS total tonnage afloat
ships completed last year in- Factors that caused the major lost vs a world average of 027%
creased slightly but the number casualties were unchanged This means that Honduran ships

broken up also fell Fire and explosion remain the are five times more likely to sink
For the moment, underwriters major causes of total losses among than the world average Others

are glad for the second year of re- all tankers, and collision or con- with poor records are the Repub-
duced losses in a row tact is out ln front as the leading lie of Ireland, 1 01%, Bangladesh,

The improved tonnage-lost fig- cause of partial losses For bulk 098%, Thailand, 091%, and
ures are largely attributed to the and combination cargo vessels, Malta, 086%

GRAPHIC BY KIM RDME
increased use of pre-tisk surveys
carried out by the classification 6

societies and underwriters'

tougher stance on rates and de-
ductibles over the past two to
three years

Tonnage lost fell because more - f --

small ships sank in 1993 than in
1992, and the number of ships lost

,:.

leveled off last year
Total losses-a combination of

actual total losses and constructive

total losses-peaked dramatically . *445
in 1991 when they hit a high of i.
1.76 billion gross tons, compared la€,
with 814 million gross tons in
1989

In 1992, the number plummeted
to 1.11 billion tons and fell again
last year to 887 million tons S

4,3 :

Total losses as a percentage of
ships afloat fell last year to 02%

1
from 0 26% m 1992 and 0 41% in r

1991

The number of ships lost in 1993
increased by only one, to 136 The
135 ships lost in 1992 was the low-
est number in nine years This

F_

compares with a 1991 high of 173 ·6

after five years of steady losses of
about 140 ships per year SS#

Actual total losses iumped to
101 from 84 while constructive to-

*4--6
t

tal losses fell to 35 this year from
51 last year By percentage of all

B . ..ID

ships afloat, the number of total
losses was equal to 1992's 0 35%

Lives lost at sea in 1993 totaled

613 This was 227 higher than the k

nine-year low of only 386 in 1992 1

The average number of lives lost
per year since 1985 has been 1 244

, , t. I it
I. B

0
but thi'> Includes the disastrous A.-1
year of 1987, when 4,058 lives

eT

were lost in a year when only 143 IL-
_,##t

r

, -,3 ky G
total losses were reported I ' WA ' I /'-/_,7

Between January and June of

1:,

this year, 274 lives were lost at sea
The ILU pointed out that the fig-
ure applies only to ships over 500
gi 059 tons and many mole deaths
occur on smaller ships

Last week's sinking ot the Esto-
nia in the Baltic Sea will bring the
number of lives lost this year to
more than 1,000, the worst statis-
tic since 1991 (see story, page 1)

Marine underwriters continue to

be preoccupied with the problem
of aging ships and con•,tantly ha-
rangue operators for simply patch-
ing them up and sending them off
again for just one more voyage A...MWI -* L

The proportion of ships lost that *%
are older than 15 years continues
to I ise (see chart)

In 1989, ships over the age of 15
accounted for 608% of ships lost
by tonnage In 1991, that figure
rose to 826% and in 1993 to

91 3% Based on the first six

months of the year, the ILU esti-
mates that in 1994 922% of ton-

nage lost will be more than 15
years old

A staggering 95% of all total r,Y.

losses among tankers in 1993, for
example, were among ships age 15



Btes:nesp ff,surance, October 3,1994 / 15

I 'r more infornation on the risks sad

Stability returns to London marine market compmues covered
The von-proportonal treaty

market has seen a substanital ze-

By GAVIN SOUTER liarke f to undergo additional changes to improve efficiency duetion m retrocess#nal or ex-

cess-of-loss an eycess-of-loss cov-

HOUSTON-After a tumultu- ropean windstorms in October "We are now in a pos,tion where elt,ninated stock throughput cm_ erage, a reduction m capacity and
ous few years sn the late 1980: 1987, said Mr Rossi quality client selectivity coupled erege, reduced commissions, paid an increase )n coverage exclu-
and early 1990s, Sgbter condi- "The London market was in a witb the application of toss pre- greater attention to policy word- vons

The changes in available rein-tions, reduced capaciti and penlous position m 1991, facing vention tcchmques is playing ings and reduced the number of
higher premiums have helped sta- an unpiecedented number and more of a role, in parallel wzih master coverages They are less surance capacity have had a sig-

bilize the London marine market, quantum of losses tbat occurred lower f -ice increases than be- renant on binding authontle: and mficant effect on the manne in-

according to a London manne un- over a rejatively short peri- fore," Fesard are more strictly ebarging addi- surancc market, Me Rossi ex-
derwnter od Corrective action was re- Afs .snches of the London ma- tsr>Bal ],mm,ums for extensions in Plained

But still further changes will re- quired to redress the balance in nne 1 At the same time that policy-urance account have un- coverage
shape the market again in the fu- the underEmaters' favor, he said dergone j.liereases m pnemnums Energy undereinters are also holders have been facing higher

ture, predicted James V Rossi dr- Underwriters fmrst reaction '8*S and reductions m credlf ter*:», reducing the flamber of master pre,mums and policy modifica-

rector-manne underwrting at to increase prepuums, Mr Rosm and indivdual areas of the ac- covers, seekeng more ?oss preven- tions, under»#rzters themselves

Terra Nova Insurance Co in Lon- said at the Houston Marine Disur- count have erperienced ddierent tion wdormation and finding that have had to contend with turmoil

don m tbe reinsurance market whichance Seminar held last month changes, Mr Rossi said Inexpensive facultabve reInG,m:-
The changes that have already Thcoeincreaseshave now Among ouler thsngs, the bull ance i: hecoming less available. bas ler[ capacity and is increasing

taken ]2)ace in the manne market slowed doT,vn and undermrkers portion of the account has higher Proporuona) treaty underwrit. tile Pricing of J te products, Mr
were the direct result of the senes are encouraging loss prevention in deductibles, tougher structural ers have wptbdrawn some interna- 7.- =ci said

of large losses that h,t the market an effort to improve underwnting surveys and narrower cove age tional capacity, reduced commis- 3 example, a typical London

in the 19805, starting wit}j the Eu- profits he said market marine Insurer no wCargo underwriters have largely sions and demanded substantady
spends about 20% of its premium

i :wolume on remsurance for its en
: egy account, compared vatb 5%

m 158 9

*fc Reinsurance for the hull ac-

I. I count costs about 5% of premiums
compared with less than 1% m
1989, Mr Ross, said

At the same time, mimmum en

4 ergy account retentervs have in-
creased 10 about 3 0% of premt-

r

urns, up from abeut 2 % of prem-
ums in 1989 Hull account reten-

4*
L >

t ' In 1991, 'Corrective

f 4 action was required to
,4

redress the balance in
't

/ 47 I
$

the underwriters' favor,
1, says James Rossi

f tions have increased to about

7 5% of premiums, camps red with
less then 1 % of premiums five

, years ago, he ssid
"For the first time m years. un-

I derwriters were being required to
actually retain a materiel]tv large
portion of the risk they had un-

 dervfnt.ten." he se36
. D . D , D . 0 5 All of these changes have cre

e ated a stronger manne insurance
marl,et in London, according to
MI Rossi

11 In the future, changes in the en-
tre London market will continue

to strengthen the marine market,
P#r Rossi said

In perticular, the introduction
of new technology in London will
eventually lead to electronic pjac-

1 mg of risks
The policy issuance and claims

f processing :unctmns for London
compames and Lloyd's of London

I may inerge in the future, mcreas-
ing the efficiency and client ser-

 vice capabilities of London
There are cusIently three maw

unders«ting bujungs m Lon-
don Lloyd s, the Institute of Lon-

1
don Underwriters and the London

Underwntitg Centre
It tle wbscription market j s to

conbnee ynth unde=nters m

three buildings undervrriting the
same nsks, is it cast-effectivep' he

I asked

7 AND SEES AN INTEGRATED WORKERS' our medical case management pro- The introduction of global bro-

COMP PROGRAM TO CONTROL COSTS fessionals control medical expenses, kering systems that places rislfs
electronically cou)d diminish the

On-the-Job ing u ry I s an unfortunate and oux rehabil,tation specialists help tUSINESS 'Na

and costly reality in the industrial injured empl oyees return to wo,k
role of London as the "hub of the

insurance wheel "

% 0

workplace Thars why our underwrit- as soon as possible Together as a One-year accounting ·vill be in-
troduced in London because "in-

ers tailor workers' comp programs team, Home Insurance professionals :iestors simp]y -Ill not accept

 to Integrate loss control and cost protect you from the unexpected. Ask anything less," he said
And London unde,-writers maycontainment measures. Our safety your broker or can 1-800-TEL-HOME.

deal with companies outsde Lon- engineers seek to mgtagate risk, WIE SEE RISK BEFORE RISK SEES YOU don Instead of using a London
broke, including negobatinp re-©

: insurance placements d,recti·
w, th other underwriters, Mr
Ross, sajd '110
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Spotlight report

HOUSTON-Marine insurance

brokers will have to carry them-
selves into the future instead of

relying on the current that has
carried them along for the past 50
years, a leading brokerage execu-
tive says.

"It's been a wonderful and com-

fortable ride on the gravy train.
But the ride is over. Now it's up to
each of us to make ourselves ger-
mane to the new marketplace,"
according to Alexander W. Vietor,
president and chief executive offi-
cer of Willis Corroon Marine &

Energy/America Inc. in New
York.

Policyholders now are more so-
phisticated, make more demands

ISN'T IT TIME YOU PUT A LITTLE

E

Brokers may face rough seas u
on brokers and are more prepared
and able to use the alternative

risk financing market if there are
deficiencies in service, Mr. Vietor
said.

Recent examples show how the
traditional insurance market has

poorly served clients.
"On a recent proposal, five bro-

kers quoted service fees ranging
from $200,000 to $700,000. That
kind of spread is insane. It makes
us look foolish," Mr. Vietor said at
the Houston Marine Insurance

Seminar held last month.

In another example, he said
Willis Corroon was working with
marine underwriters on an energy
renewal policy for three months,
and two days before the renewal
was due the underwriters asked

for 47 changes in the policy word-
ing.

"The client went ballistic. And

who could blame him?" Mr. Vietor

nless service enhanced
able, according to the brokerage
executive.

For example, during the past
three years, insurance rates for

'On a recent proposal, five brokers quoted service
fees ranging from $200,000 to $700,000. That kind
of spread is insane. It makes us look foolish,' says
Alexander W. Vietor, president and CEO of Willis

Corroon Marine & Energy/America Inc.

said.

In addition to individual exam-

ples of poor service, there are ex-
amples in which the marine mar-
ket as a whole has been unreason-

v • All major actuarial methodologies st*orted
spreadsbeets

7 • Automatic resizing of *readsbeets fornew diagonals

 0 Peer group analysis integrated witb NAIC data
-v e Customized functionality

North Sea drilling platforms have
increased by nearly 50%. But, in
spite of the increases, these rates
do not reflect the platforms'
losses, Mr. Vietor said.

MICROSOFT
WINDOWS.
COMPAnBLE

For more information, please call Mark Mahany at (203) 240-2005.

"One underwriter told me that

over the last 15 years, the loss ra-
tio in the North Sea is 15%-ex-

cluding Piper Alpha. And, even
with Piper Alpha, the loss ratio is
still under 50%," said Mr. Vietor,
referring to the 1988 explosion of
the Piper Alpha offshore plat-
form. That disaster has cost insur-

ers more than $1 billion (BI, July
11, 1988).

High rates for platforms have
encouraged many energy compa-
nies to seek coverage in alterna-
tive markets or to self-insure their

risks, Mr. Vietor said.
"One of our clients, a major in-

tegrated energy company, used to
buy $600 million of insurance in
the commercial market. Now they
buy $100 million. They finance
the rest of their risk with self-

funded products that protect their
balance sheets," he said.

If brokers and underwriters are

to retain their importance in the
marine insurance market, they
must perform better and offer
better products and service to cli-
ents, Mr. Vietor contended.

For example, marine insurers
might consider offering multiyear
contracts without expiration
dates, he said.

"What would risk managers,
brokers and insurers do without

last-minute renewals to worry
about? Maybe, just maybe, there
would be more time for better risk

identification and loss prevention
programs," according to Mr.
Vietor.

Brokers generally need to im-
prove the quality of service they
offer to clients and embrace the

concept of total quality manage-
ment, he said.

As part of this effort, brokers
should focus on customer satisfac-

tion, improve communications,
motivate their employees more
and increase efficiency, Mr. Vietor
said.

Improvements in quality of ser-
vice should be measured. And

brokers should determine how

those changes have benefited poli-
cyholders, he said.

"As a broker, I can do a fantas-
tic job for my client. I can know as
much about his business as he

does. I can give him expert risk
management advice. I can access
the global marketplace to get the
best possible combination of un-
derwriters, coverage and price on
his behalf. I can give him excel-
lent service. But, a year later, if
he's had no major claims, what
value is placed on the protection
and peace of mind that we pro-
vided?" Mr. Vietor asked.

He added that brokers are going
to have to search for new ways to
add value for their clients.

And brokers must develop bet-
ter methods of quantifying their
charges to clients and breaking
out the separate costs.

Previously, broker commissions
covered everything. Now, fees are
becoming more popular and bro-
kers are finding it difficult to allo-
cate their charges, Mr. Vietor ex-
plained.

"We don't know how to factor

in overhead, hours, paper trans-
mittals and personnel. . . .We must
learn how to understand and con-

trol our costs if we want to start

that growth curve upwards
again."

If brokers listen to customers,

adapt to the marketplace, learn to
understand and control costs and

improve their quality of service,
they should have a bright and
prosperous future, Mr. Vietor
said. El
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Hijackers stealing attention of cargo underwriters
BY ADRIAN LADBURY

TORONTO-Hijackers and
armed robbers continue to be hot

topics of debate among cargo un-
derwriters, whose attention is pri-
marily focused on the former So-
viet republics, Italy and the
United States.

Hijackers and armed robbers
are reportedly rampant in the
Commonwealth of Independent
States and, short of resorting to
Eliot Ness-style shoot-outs, there
appears to be little that cargo car-
riers can do to fight the criminals,
according to underwriters at the
International Union of Marine In-
surers' recent conference in Tor-
onto.

There is also increasing concern
among U.S. underwriters about
continued cargo thefts in U.S.
ports and especially a rise in the
number of incidents in areas bor-

dering Mexico.
If it were not for an upbeat

speech at the IUMI meeting on
successful crime-fighting efforts
in Italy, the news for cargo under-
writers on this front would appear
to be all bad.

Italian underwriters and the po-
lice appear to be winning their
battle against hijackers, accord-
ing to Claudio Campana, chair-
man of the IUMI cargo committee
and marine manager at Assita-
lia-Le Assicurazioni d'Italia
S.p.A.

Much of their success is credited
as much to common sense loss
control efforts as to a wider
crackdown on the Mafia and other

organized crime elements in Italy,
he said.

According to Mr. Campana,
armed thefts and robberies of

road, rail and barge shipments in
Italy, including the theft of trucks
without cargo, declined 15% to
20% between 1992 and 1993 after

steadily increasing between 1983
and 1992.

Common sense loss control mea-
sures and cooperation with the
police are responsible for the
much improved hijacking rate in
Italy, he said.

Italian insurers now void cargo
insurance policies if the carrier is
not registered with the Italian Of-
ficial Register of Carriers. This is
an important step considering
that there are some 40,000 illegal
trucks on Italian roads, he said.

Italian insurers are also sharing
statistics on the types of goods
stolen to help pinpoint the most
dangerous cargos and apply
higher deductibles to that freight.
Not surprisingly drugs, electrical
equipment and tobacco products
topped the list.

Insurers are also exchanging
loss information about their cli-

ents to help spot companies mak-
ing frequent theft claims.

Other practical measures in-
cluded the increased use of

guarded and feneed roadside rest
stops for truck drivers, greater use
of satellite tracking systems for
shipments and wider cooperation
with the police,

Mr. Campana said that the
problem of hijacking in Italy
could be curbed even more if the

police were to focus more on shut-
ting down fences of stolen goods
in addition to stopping the gangs
stealing the cargo in the first
place.

Organized criminals in the
Commonwealth of Independent
States are rapidly establishing a
worldwide reputation as some of
the biggest and best-organized
gangs around and cargo carriers

are a key target.
Cargo insurance experts from

Japan, Belgium, Russia and Ger-
many all discussed how cargo
transports to and within the CIS
could be better protected against
theft.

Klaus Roeder, head of the ma-
rine insurance department at Co-
logne Re A.G., said he was aghast
to learn recently that some 44,000
railroad cars have "disappeared"
in the region since the end of So-
viet rule.

This means the problem in the
CIS is now already worse than in
Italy, he said.

Two experts-Stephen Ver-
plancke, a Belgian loss surveyor
with International Loss Adjusters
& Surveyors in Antwerp, and Igor

N. Slotvinsky, manager of Russian
insurer Ingosstrakh Insurance Co.
Ltd. in Moscow-told conference

attendees that the best loss pre-
vention technique currently avail-
able to shippers in the CIS is to
hire tough, ex-Red Army person-
nel as armed guards and hope
they do not steal the cargo them-
selves.

Mr. Slotvinsky said that rail
freight in particular is very diffi-
cult to protect and said armed
guards are essential. Border
points to the west, such as with
Poland, are particularly vulnera-
ble due to long delays caused by
differences between the rail track

gauge in the CIS and in the rest of
Europe, he said.

Mr. Verplancke said that armed

guards in the CIS cost between $5
and $20 an hour depending on the
quality. He warned potential us-
ers, though, to thoroughly investi-
gate a CIS security firm's creden-
tials before hiring it to protect
cargo shipments.

Anthony Sigwart, underwriter
with Lloyd's of London syndicate
735 managed by Wren Syndicates
Management Ltd. and a member
of the IUMI cargo insurance com-
mittee, questioned how many un-
derwriters would be prepared to
pay up to $480 per day, per secu-
rity guard, especially if they
turned out to be unreliable.

"Service is related to the price"
said Mr. Verplancke. He said that
there is a growing number of joint
venture security firms springing

Quality drug benefits packages to groups

flexible to meet customers demands

Pharmacy benefit solutions

More useful information

Advanced technology

-9*9
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up in Moscow with Russian and
Western European partners that
are proving much more reliable
than domestic operations.

Cologne Re's Mr. Roeder said
that "cargo transports to and
from the former Soviet Union are

problematic, but not uninsur-
able."

According to his figures, Rus-
sia's foreign trade fell 15% be-
tween 1992 and 1993. However,
the lower volume of trade in 1993

was still worth $77 billion, com-
posed of: $43 billion of exports;
$27 billion in imports; and $7 bil-
lion in trade with other CIS states.

At those levels, it is far too valu-
able to be ignored by cargo under-
writers, Mr. Roeder argued.

Continued on next page

For more information, please call 1-800-770-8014 and speak to one of our representatives about how you can
improve your healthcare program, reduce costs and increase benefit satisfaction. 4
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Cargo theft
Continued from previous page

He advised common sense mea-

sures such as not sending cargo to
Russia in brand new freight
trucks covered with advertise-

ments displaying what the trucks
are carrying.

"An open invitation to theft?"
he quipped.

One delegate asked the panel
whether cargo carriers have

started using satellite tracking de-
vices to know where valuable

cargo is during delivery, a tech-
nology that has proved successful
when used in the United States

and Europe.
"There are Dutch and British

companies doing this, and their
trucks are fully equipped and it
generally works very well," re-
sponded Mr. Verplancke.

"Truck drivers can receive mes-

sages and orders, and if there are
problems they . can contact the
head office immediately. But, we
also say that all trucks need two
drivers to use it effectively," he
said.

"In one recent case, the satellite

system was stolen while the driver
was away from the truck," he con-
tinued.

While much of the focus of the

workshop was hijacking in the
CIS states, a U.S. insurance exec-

utive reminded delegates that the
United States has big problems of
its own, especially in the coastal
regions of California, Florida,
New York and along the Mexican
border.

William Mack, chairman of the
American Institute of Marine Un-

derwriters and president of Amer-
ican International Marine Agency,
a unit of American International

Group Inc. in New York, said that
the Los Angeles Police depart-
ment estimated earlier this year
that in California alone roughly
$1 million worth of goods are hi-
jacked every day.

Mr. Mack was particularly wor-
ried about increased armed rob-

bery, hijacking and theft along
the Mexican border since the sign-
ing of the North American Free
Trade Agreement in 1993, and
warned the problem would only
get worse without corrective ac-
tion.

Mr. Mack said in an interview

that AIG is getting involved with
the police as much as possible to
tackle the problem.

In California, for example, AIG
works closely with the Federal
Bureau of Investigation and law
enforcement agencies to help
combat cargo thefts and hijack-
ings.

The West Coast authorities have

set up a multijurisdictional unit
called "Cargo Cats" composed of
FBI experts, the California High-
way Patrol, the Los Angeles Po-
lice Department and other law en-
forcement agencies, that is report-
edly doing well with recovering
stolen cargo, according to Mr.
Mack.

He also said that armed guards
are being increasingly used in
high-risk areas and with high-risk
cargos.

The American Institute of Ma-

rine Underwriters' annual report
to the IUMI cargo loss committee
reported hijackings are occurring
generally after containers leave
port areas. The annual report said
that electrical goods, especially
computers and clothing, are
high-target cargos and that most
of the thefts are carried out by or-
ganized crime. Inl
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Human error
to blame for
most marine.

losses: Panel]
Industry to raise
quality, safety ,
By ADRIAN LADBURY E

TORONTO-Shipping losses arefi
almost always attributable to hu-"
man error or mismanagement, al
panel of marine insurance experts'l
agrees.

Ships do not sink on their own.0
Rather, ships sink because the
crews that pilot them are tired,
stressed, drunk or poorly trained, or
because the shipowners are short of
money or foresight, the panelists
say.

To remain profitable, hull and
cargo underwriters must ensure
that sailors and captains-and their
managers and owners ashore-are
properly trained and supervised,
and that proper risk management
and safety systems are in place to
reduce losses.

Underwriters also must continue

to make regular use of surveyors
and ensure they conduct rigorous
evaluations of the seaworthiness of

vessels.

And, if shipping companies are
serious about safety, they should
consider retaining more of their
predictable risks and relying on in-
surers only for catastrophe cover-
age.

These recommendations and oth-

ers were aired by a panel of risk
surveyors, educators, ship managers
and owners during a hull insurance
workshop titled "Safer People-
Safer Ships" at last month's Inter-
national Union of Marine Insurance

conference in Toronto.

This workshop echoed the overall
theme of this year's conference,
which was human error and how it

can be minimized. Last year's IUMI
conference examined the structural

causes of marine losses; in particu-
lar, aging vessels.

Marine underwriters and ship-
pers have good reason to debate the
problem. A huge proportion of ma-
rine losses are blamed directly or
indirectly on the people who sail,
manage or own the ships.

Although figures vaY, estimates
at this year's IUMI conference indi-
cated that between 40% and 80%

of shipping losses are caused by hu-
man failure. Regardless of the spe-
cifics, human error is clearly the
most important single factor in ma-
rine losses.

The International Group of Pro-
tection & Indemnity Clubs is rein-
surer to the world's leading P&I
clubs and, as such, is not new to the

problem of losses due to human er-
ror.

In a report presented at the work-
shop, the club reckons that 60% of
all marine claims can be blamed on

human error. It also estimates that

50% of all pollution claims, 33% of
all tanker spills and 65% of all per-
sonal injury claims at sea can be
blamed on human error.

The International Club's figures
also seem to underline the increas-

ingly-held view among underwrit-
ers and hull surveyors that more
casualties can be blamed on "com-

petent error" than simple incompe-
tence.

Competent errors are mistakes
that occur when a normally able in-

Continued on page 20
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SpoHight report -

Human error
Continued from page 18
dividual reacts poorly to a situa-
tion for reasons like fatigue, stress
or drug abuse, explained Michael
Ellis, chairman of the Salvage
Assn. in London, the world's larg-
est marine casualty surveying or-
ganization.

The International Club calculates
that six out of 10 marine losses oc-

cur during "fair" weather, seven
out of 10 occur in "slight" weather
and a staggering eight out of 10
while the master of the vessel is on

the bridge.
The club also reckons that eight

out of 10 marine property claims
can be blamed on human factors

and one in three are due to pilot er-
ror.

Eric Johnson, president and chief
operating officer of leading U.S.
shipping company International
Shipbuilding Corp., based in New
Orleans, said that shipowners
should not shirk responsibility for
shipping losses.

"I don't believe that underwrit-

ers should pay for me to do busi-
ness, that's just swapping dollars,"
Mr. Johnson said. "Traditionally,
we had low deductibles. If there

was a claim, we'd simply take the
attitude that it was an insurance

matter and pass it on to the insur-
ance department. This was a big
mistake. We carried out a five-year
analysis of costs and came to the
conclusion that if we train our peo-
ple correctly, we would cut lower-
level losses and be able to restrict

coverage required to catastrophe
levels."

The company decided to signifi-
cantly increase its self-insured re-
tention to between $50,000 and
$100,000 per vessel and manage it
in-house with reorganized depart-
ments that are responsible for
managing their own risks.

The company has made "signifi-
cant" savings on fewer losses and
lower administration costs and has

not looked back since, Mr. Johnson
explained.

But, not all shipowners are so
forward-looking, willing or able to
invest in such initiatives and need

to be pushed in the right direction.
Progress on this front has been

made and owners of substandard

ships are feeling the pressure. Hull
and cargo underwriters have
jacked up rates and deductibles in
the past two or three years and
made much more use of classifica-

tion society surveys of hull risk.
The classification societies them-
selves have also done much to im-

prove the service they provide and
improve relations with underwrit-
ers.

The P&I clubs also got tough
with members and many of the
leading clubs have jettisoned poor
risks from their books during the
last two years.

The United Kingdom Mutual
Steam Ship Assurance Assn. (Ber-
muda) Ltd., the world's largest P&I
club with about 25% of the world's

fleet on its books, terminated the

membership of nine fleets with
ships totaling about 800,000 gross
tons during February renewals.
"Quality and standards were in
doubt," the P&I club stated.

There has also been a trend to-

ward tougher international safety
and quality standards that the var-
ious industry organizations and in-
terests hope will also help sort out
the shipping companies.

All branches of the marine in-

dustry have their own initiatives to
raise standards, but the panelists
agreed that perhaps the most sig-
nificant of all will be the manda-

tory International Maritime Orga-
nization's International Safety

Management Code, under which
about 40% of world shipping will
have to seek accreditation by 1998
and 100% by 2002.

This safety and quality program,
based on global standards devel-
oped by the International Safety
Organization 9000, was introduced
in July by the IMO, which is an
agency of the United Nations.

Shipowners covered by other ex-
isting voluntary programs that are
also based on ISO 9000, such as the
International Ship Managers Code
and a scheme run by the Interna-
tional Assn. of Classification Soci-

eties, may gain automatic accredi-
tation if the IMO gives its sanction.

Panelist Peter Cooney, managing
director of Acomarit (U.K.) Ltd. in
Glasgow, Scotland, one of the
world's biggest shipping managers
and among the first to gain accred-
itation under ISO 9000, is a keen
advocate of improved management

systems rather than simply laying
the blame on inadequate crews.

"People on ships may well be re-
sponsible for half of all losses, but
the inefficiency of the manager and
his inability to produce quality
management procedures and sys-
tems, the use of substandard meth-
ods of staff selection and lack of

preventive maintenance programs
are all to blame. It's my belief that
onshore management does not take
enough blame and many suppos-
edly human error losses on board
are down to management," he said.

In addition to ISO 9000, which
assesses the quality of management
on shore, the actual vessels and
shipboard management systems
are evaluated by a program run by
leading classification society Det
Norske Veritas, Mr. Cooney said.

Many at the conference, how-
ever, were skeptical of the ability
of such a global and often dispa-

rate and diffuse industry to enforce
these programs.

Many say that most shipping op-

erators are still evading responsi-
bility for improving quality and
safety and will do so until global
shipping activity increases.

Responsibility for policing the
new programs will rest largely
with the flag states under which
ships sail. But many observers say
too many flag states, eager to win
the business, are willing to help
less scrupulous operators evade
proper standards.

Michael Turner, deputy commis-
sioner for the Canadian Coast

Guard, said that responsibility for
ensuring the new standards are
adopted and adhered to lies with:
the shipowner itself, first of all;
with the flag state, second; with
the classification society, third;
and, fourth, with the port state au-
thority where the ship docks. All

The Alexsis Philosophy - No. 2 in a series:

too often the problem falls into the
lap of the port rather than flag
state, he added.

Frank J. Iarossi, chairman of the
New York-based American Bureau

of Shipping, the leading classifica-
tion society, believes that classifi-
cation societies can do the police
work required.

"I feel there is no better organi-
zation in the world than the IACS

(International Assn. of Classifica-
tion Societies) able to carry out the
role.

"We can also bring consistency
to it," Mr. Iarossi said.

Mr. Cooney agreed that the flag
states probably will want to dele-
gate policing to the classification
societies.

Rex Palmer, a partner with the
U.K. club, also suggested that hull
underwriters and P&I clubs could

cooperate more to combat marine
losses. 12=
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Good results buoy hull insurers' spirits
By ADRIAN LADBURY

TORONTO-Hull underwriters
wore the broadest smiles at this

year's International Union of Ma-
rine Insurance conference.

The tried and tested techniques
of higher deductibles, steep rate
increases and tighter conditions
have helped push hull insurance
results back into the black, and
there is no sign this firming will
let up soon.

Hull underwriters also report
progress with risk management
and loss control initiatives in the

hull market. While the pressure
on rates may slacken as capacity
returns to the market, underwrit-

ers promise risk management will
not.

Pre-entry and condition sur-
veys, used by classification societ-
ies to determine the suitability of
ships for membership, are becom-
ing more common. London hull
underwriters, which write about
one-third of global hull premi-
ums, say these inspections are a
key tool and have helped produce
a more "selected and targeted"
approach to underwriting.

The London market has ap-
pointed liaison officers for each of
the leading classification societies
that survey the vessels. And dia-
logue, often a problem in the past
between the two parties, has
much improved.

Quality management and qual-
ity assessment programs are be-
coming more popular in London

and other "developed" hull mar-
kets, according to the London hull
insurance market's response to a
questionnaire circulated this year
by the IUMI hull committee.

Londonunderwriters expect
95% of all owners and managers
to operate such programs within
two years.

About 90% of the members of

the Norwegian shipowners associ-
ation are introducing a quality
management plan, according to
Cefor, the Norwegian marine as-
sociation.

The German marine association

said that quality initiatives are
proving an excellent means of re-
ducing machinery losses caused
by poorly trained crews.

Many of these initiatives were

talks about the cost of
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introduced to combat losses due

to aging fleets, which was a theme
of last year's IUMI conference.

Peter Chrismas, chairman of the
IUMI hull committee and under-

writer of Lloyd's of London Syn-
dicate 735, managed by Wren
Syndicates Management Ltd., also
praised underwriters and classifi-
cation societies for advances

made so far. However, pressure to
maintain high standards must be
maintained, he noted.

"Underwriters have put pres-
sure on classification societies of

late to develop and require a sur-
vey of vessels. The classification
societies and the International

Assn. of Classification Societies

have on the whole re-established

the standards expected before,"

Alexsms®
Risk Management Services

Solutions

he said.

"Most markets deny insuring
substandard vessels. I have no-

ticed an increasing number of ca-
sualties involving significant
losses on older tonnage from the
Salvage Assn. reports not involv-
ing the London market. Surveys
help to avoid substandard ves-
sels," said Mr. Chrismas.

"It is apparent that much more
in-depth information is being re-
quested by underwriters and is
being freely offered by brokers
and insureds. Underwriters are

generally operating a much more
selective and targeted approach to
underwriters," said Mr. Chrismas.

The French marine insurance

association, the Syndicat Franfais
de l'Assurance Maritime et Trans-

port, reports that it took a very
tough stance last year and re-
jected taking a line on 7,000 risks
because they were "substandard."

The Insurance Federation of

Egypt reports that it has decided
to form a special rating committee
that, starting in January, will set
new rates that take into account

vessels' age and quality.
"The insurance of aging or sub-

standard vessels is still a matter of

concern for Dutch underwriters

who are intending to cover these
risks under limited conditions

only," the Dutch marine insur-
ance association stated. Ell

on-marine

losses upset
cargo

insurers
By ADRIAN LADBURY

TORONTO-Cargo underwrit-
ers remain concerned about the

persistent inclusion of non-ma-
rine risks in marine cargo policies
and vow to put an end to the prac-
tice.

Underwriters say that onshore
risks, such as dockyard property
coverage, are added far too often
as sweeteners to the cargo policy,
but the extra risk is not ade-

quately reflected in the rates.
The guilty insurers are either

too eager to win or retain the
business in the face of growing
competition or simply do not
know how to underwrite the cargo
business properly, some insurers
say.

Deirdre Littlefield, a member of

the IUMI cargo loss prevention
committee and the first woman to

speak at an IUMI conference in its
49-year history, highlighted the
problem during a speech on the
Northridge earthquake that
struck the Los Angeles area in
January.

Cargo underwriters need look
no further than the Northridge
quake to see how dangerous such
wide-ranging and inadequately
rated policies are, she said.

Marine underwriters estimate

that cargo underwriters have lost
up to $70 million-mainly from
property exposures-in quake-re-
lated losses that should have

fallen on their non-marine col-

leagues, she said.
The American Institute for Ma-

rine Underwriters' report to the
IUMI cargo committee noted that
reinsurers that had been badly hit
by the Los Angeles earthquake
and winter storms have started to

introduce coverage restrictions
for so-called location coverages

Continued on nezt page
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Cargo risks
Continued from previous page
These coverages are provided for
cargo that is stored in a stationary
building, such as a warehouse.
The report also stated that the
price of the reinsurance cover was
much more expensive in 1993
than 1992.

The AIMU also registered con-
cern over the persistence of "stock
throughput policies," another tar-
get of underwriters' concern at
last year's conference in Stock-
holm, Sweden. Stock throughput
is basically cradle-to-grave cover-
age of a product that can extend
from its manufacture through to
retail delivery.

"Though the concept is waning,
some stock throughput policies
still exist, though underwriters
are doing a better job of separat-
ing exposures and rating each in-

dividually rather than charging
an all-in premium," said the
AIMU.

Thomas Prendergast, president
of Cranbury, N.J.-based Marine
Office of America Corp., said that
so-called stock throughput poli-
cies have proved remarkably re-
silient. "They seem to be like
Dracula: Eternally dead but at
midnight, up comes the coffin lid
and out they come to stalk the
highways and byways," he said.

Mr. Prendergast and others said
that if marine cargo underwriters
are determined to continue under-

writing such non-marine expo-
sures, they should hand over the
job to their non-marine colleagues
who understand the business and

can rate it properly.
The Insurance Council of Aus-

tralia Ltd. reported a slight im-
provement in cargo underwriters'
approach to including non-marine
exposures but agreed that too of-

ten the risks are not rated appro-
priately.

"Inclusion of static risks in ma-

rine contracts has somewhat re-

duced. But where they continue to
be included, they usually provide
broader cover at lower rates than

available from more experienced
property underwriters," the ICA
annual report to the IUMI stated.

Cefor, the Norwegian marine
insurance association, said that
cargo insurance has now become a
non-marine class and the cargo
coverage is underwritten only as a
part of a package, including cov-
erage for liability, manufacturing
buildings and products in store.

In this reverse situation, Cefor
said that cargo underwriters must
fight for their position. The Nor-
wegians are also concerned about
stock throughput coverage.

"Cargo underwriters must de-
fend the level of the cargo insur-
ance rates as part of the package

premium. Underwriters are also
increasingly aware of the stock
throughput coverage problem in
such packages. If rates are to be
held at a traditional cargo insur-
ance level, such risks as storage of
stock or products at retail prem-
ises must be excluded," warned

Cefor in its report to IUMI.
Cefor was pleased to note, how-

ever, that energy underwriters
have learned their lesson and now

leave non-marine risks up to
non-marine underwriters.

"The market has firmed up con-
siderably since the end of 1991
and the creative underwriting
practices of the late 1980s have
gradually disappeared. Marine
underwriters have paid dearly for
the knowledge that non-marine
risks should be left to the non-ma-

rine market, and the 'multiperil
packages' can now only be placed
with a small number of Lloyd's
syndicates." ill
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Tobacco
Continued from page 1
tors besides smoking.

"Neither the Minnesota nor the

Mississippi suit raise any new al-
legations or issues," said a
spokeswoman for R.J. Reynolds
Tobacco Co. in Winston-Salem,
N.C.

"They're the same arguments
that have been heard and rejected
by juries consistently over 40
years. Nothing new has surfaced
and there is nothing the state can
gain by pursuing these issues in
the courtroom," she said.

The tobacco industry "has never
faced any of these contests be-
fore," countered Richard A. Day-
nard, chairman of the Tobacco
Products Liability Project and a
law professor at Northeastern
University in Boston. "And they
are backed by extremely talented
and well-funded law firms."

"I think the states have found

the key to the kingdom," agreed
Laurence H. Tribe, a professor at
Harvard Law School in Boston,
who is performing pro bono work
in these cases for Mississippi and
Florida. "In each instance, they
apparently avoid all of the prob-
lems individual litigants and class
actions have confronted. They did
not ask to be stuck with these tre-

mendous costs. By federal law,
they had to provide Medicaid."

Cigarette manufacturers "only
need to lose once, and they're
done for. Everybody else will pile
on," Mr. Daynard said. "The pres-
sure is already great for states to
follow suit. There is going to be at
least a trickle if not a flood."

In addition to the states that
have filed suit or have authorized

such action, the issue is still "un-

der strong consideration'' in
Maryland, where the attorney
general will decide within the
next month whether to file suit

against tobacco companies, a
spokesman said.

"We are trying to get the status
of what is going on nationwide so
we can brief the governor and the
Legislature," said Jim Soper, an
assistant attorney general in
Utah, who has talked to lawyers
in both the Mississippi and Min-
nesota cases.

While Utah will probably not
seek enabling legislation, Mr.
Soper said he suspects the Legis-
lature and governor will be inter-
ested. The state must then decide
whether to await the outcomes in

other states to see which strategy
is most successful. The attorney
general's office has obtained cop-
ies of the tobacco companies' 1954
newspaper advertisements that
the Minnesota case is based on,

which also ran in Utah papers.
Minnesota has charged tobacco

companies with failing to follow
through on pledges contained in
advertisements to conduct inde-

pendent research into any hazards
associated with smoking and dis-
close those findings to the public
(see story, page 24).

"We have no immediate plans to
file, but we have no immediate

plans not to file, either,- Mr.
Soper said.

"I think there will be new wrin-

kles in each case," Mr. Daynard
said. "There is a lot of creative

thinking going on. All are poten-
tially viable and can inflict grave
damage on the industry."

In addition to Philip Morris Cos.
Inc., R.J. Reynolds, Brown & Wil-
liamson Tobacco Corp., Lorillard
Tobacco Co,, and Liggett Group
Inc., the West Virginia case also
names Kimberly-Clark Corp. as a
defendant, both as a manufac-
turer of cigarette paper and as the

Continued on nert page
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alleged developer of a "tobacco
reconstitution process" that al-
lows cigarette makers to control

the levels of nicotine in cigarettes.
Kimberly-Clark will ask to be

removed from the suit, said a
spokeswoman for the Dallas-
based company.

The company's New Jersey
plant that produces reconstituted
tobacco "does not have the tech-

nology or equipment to adjust
nicotine content," she said.

A Kimberly-Clark plant in
France "can increase and decrease

nicotine levels within a limited

range," but its products are not
sold in the United States.

The company processes tobacco
by-products like stems, leaf parti-
cles and pulp and rolls it into
sheets. Cigarette manufacturers
shred the sheets and blend it with

virgin tobacco.
This is the first time Kimberly-

Clark has been named in a tobac-

co-related lawsuit, the spokes-
woman said.

At the least, the actions brought

by the states will force the to-
bacco industry to scatter its re-
sources. In addition to the state

litigation, the companies are
fighting class action suits brought
by smokers in California and Lou-
isiana and secondhand smoke

claims in Indiana and Mississippi.
The industry used to be able to

present "a wall of flesh," bringing
20 or 30 lawyers to trial and some-
times even to early depositions,
according to Mr. Daynard. "They
could do it for a while, but now
they're being attacked on all
sides. Plaintiffs are generally co-
operating with each other. They
may have finally met their
match."

Last week, U.S. District Judge
Frederick Heebe rejected a motion
by the defendants in Castano us.
The American Tobacco Co., the
national tobacco class action in

New Orleans, to dismiss the

charges on the basis that the stat-
ute of limitations had expired,
and that plaintiffs' claims were
pre-empted by the Federal Ciga-
rette Labeling and Advertising
Act.

The federal government also
launched a fresh assault on the to-

bacco companies when Food and

Drug Administration Commis-
sioner David A. Kessler testified

before Congress that nicotine is
addictive and that cigarette com-
panies can control nicotine levels
(BI, April 4). Mr. Kessler is also
considering whether the govern-
ment should regulate nicotine as a
drug.

Ultimately, that may be a
greater threat to the tobacco com-
panies than the states' lawsuits.

"It's much more likely that sig-
nificant economic incursions on

the industry will come from the
regulatory side," said Victor E.
Schwartz, a defense attorney with
Crowell & Moring in Washington,
and a proponent of product liabil-
ity reform. "I don't think it's go-
ing to come on the tort side," he
added.

Many observers believe that
Florida's legislative mandate, if
held to be constitutional, affords
the best chance for success, com-
pared with other efforts that rely
on existing case law.

"If the law is upheld in Florida
that strips away the defenses,
there could be some exposure,"
Mr. Schwartz said.

However, similar laws may not
be possible politically in other
states, according to Mr. Tribe.

Critics questioned the tactics
the Florida bill's sponsors used to
get it passed.

"It was a stealth initiative

tucked into a bill," said Walker

Merryman, vp for the Tobacco In-
stitute in Washington.

"No one in the Legislature knew
the provision was in the legisla-
tion until it already became law.
It was very underhanded," he
added.

"A law passed almost at mid-
night, with no hearings, which
was not identified as a change of
law and that gets rid of 200 years
of tort law in the state is a really
questionable law," Mr. Schwartz
said. "It will be held unconstitu-

tional."

The law does not target tobacco
companies by name, but the gov-
ernor and attorney general say it
will only be used against cigarette
manufacturers.

While several general business
groups, including the Associated
Industries of Florida and the Na-

tional Assn. of Convenience

Stores, are opposing the bill, Mr.
Merryman concedes that it is un-

likely to be applied to other prod-
ucts.

"Clearly, to hold tobacco com-
panies to an entirely different
standard and, by legislation, to
strip away all the traditional de-
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law has a good chance of being
upheld," according to Mr. Day-
nard.

Few experts believe the strate-
gies states are using against to-
bacco companies will be applied

'The tobacco industry has a long tradition of

engaging in acts knowing the states will be injured.
The costs should be shared by the person

responsible for selling a dangerous product,' says
Harvard law professor Laurence Tribe.

fenses is something no one inter-
ested in justice and equity could
condone," Mr. Merryman said.

"The industry has done a good
job of panicking people and
spending a huge amount of money
to support their coalition partners
in their lobbying efforts, but the

to other products.
"Beef and alcohol are not addie-

tive," attorney Ronald Motley of
Ness, Motley, Loadholt, Richard-
son & Poole in Charleston, S.C.

said. "You don't die from sitting
in a room with someone who is

drinking coffee."

"What's unique about cigarettes
is that when used as intended,
they kill people," said Mr. Tribe.
"I wouldn't be shocked to see peo-
ple try to extend (this theory) to
other products, but they are not as
likely to be successful. With to-
bacco, there is a very high proba-
bility that it will eventually pre-
vail."

While the Mississippi suit rests
on the theory that tobacco conlpa-
nies benefited at the state's ex-

pense and the Minnesota suit re-
lies heavily on fraud and con-
sumer protection laws, both have
the same ultimate goal.

"The tobacco industry has a
long tradition of engaging in acts
knowing the states will be in-
jured," Mr. Tribe said.

"The costs should be shared by
the person responsible for selling
a dangerous product. I believe
they are all sound legal claims,"
he said. 50/I
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Packing punch in tobacco suits
States taking tips from past product liability suits, attorneys

By SARA MARLEY

The strategies states are em-
ploying to collect smoking-related
Medicaid expenditures from the
tobacco industry have their roots
in previous product liability law-
suits and the lawyers who argued
them.

"We are building off of (previ-
ous lawsuits) and taking them a
step further," said Roberta B.
Walburn, an attorney with Rob-
ins, Kaplan, Miller & Ciresi in
Minneapolis, who is working on
the state's case there.

"A lot of evidence has come out

in recent months on industry con-
duet," Ms. Walburn said.

Minnesota's lead attorney,

_.46

Michael Ciresi, has led plaintiff's
litigation against the manufactur-
ers of the Dalkon Shield and in

the Government of India us. Union
Carbide Corp.

In the Mississippi lawsuit, at-
torney Ronald Motley of Ness,
Motley, Loadholt, Richardson &
Poole in Charleston, S.C., is call-
ing on his expertise in handling
thousands of asbestos cases and in

drafting the proposed asbestos
settlement with the Center for

Claims Resolution (BI, Jan. 25,
1993).

In particular, Mississippi's suit
is relying on a collective cause of
action rather than seeking recov-
ery on behalf of individuals or in-
dividual cases.

A spokeswoman for R.J. Rey-
nolds Tobacco Co. in Winston-Sa-

lem, N.C., says the state will have
to prove that smoking truly was
the cause of illness in the cases for
which it seeks reimbursement.

"Statistical evidence will be

sufficient," rebutted Laurence H.

Tribe, a professor at Harvard Law
School in Boston.

"They will have to show the ag-
gregate effect on the state trea-
sury," Mr. Tribe said.

The Mississippi suit, based on
the theory of unjust enrichment,
claims that cigarette makers prof-
ited by selling their products and
injured the state in the process.

"The beauty of this is we believe
this suit is entirely different from

suits the tobacco industry has
won," said Trey Bobinger, a Mis-
sissippi assistant attorney gen-
eral. "We are an innocent third

party. The state had no choice."
In previous litigation, tobacco

companies have argued that indi-
vidual smokers were aware of and

knowingly accepted any health
risks associated with smoking.

Mississippi spends about $200
million per year on smoking-re-
lated health care for Medicaid re-

cipients, Mr. Bobinger said.
The Minnesota case is based on

that state's tradition of strong
consumer protection laws.

The Minnesota lawsuit focuses

on vows made by tobacco compa-
nies in newspaper advertisements
in the 1950s in response to the
first scientific studies to associate

7 -*
\ -- .V .'.h

1 a

'-Y  -3x 6 .... r -

- . - - -7. - 7- '40 1 -ry- + 1.1-1'-u - - 9, - I , 'r
-

-

_ - . -1.*-*17--' - -3 $- 7* * '

- '6, . r L''S .33,5%- b .rre»...

.

The Water's EdgeIsWhere GRE
Inland Mane Begins

GRE Insurance Group-alonghistory of success in the ocean marine business.'Ihroughour
parent organization, Guardian Royal Exchange, we bdng financial strength, a worldclass service
reputation, and three centuries of experience to the U.S. maine market

Our years of expertise extend inlandaswell. Elevenbranchofces allow usto marketacomplete
portfolio of inland marine products. In 1994 we'velaunched new products forkey inland lines
such as Builder's Risk, Contradots Equipment Electronic DataProcessing, MotorTruck Cargo
and Manufacturer's Output Across the U.S., GRE continues to research the inland markets. Early

next year, well hitthebeachwith three more new

-- products. GRE's Madne Division iscoming ashore. _Am-9»Look forus atthe water's edge. imfep

800.677.9163

UNEInsuranceGroup 

smoking and health problems. The
companies' ads promised to study
smoking and health and to share
that information with the public.
In reality, the Council for Tobacco
Research suppressed findings that
linked smoking and disease, the
Minnesota suit charges.

The lawsuit "alleges that com-
panies either restrained trade or
used their monopoly power to re-
press research on the harmful ef-
fects of smoking," said Tom Gilde,
associate corporate counsel for ' 1
Blue Cross & Blue Shield of Min-

nesota, which is also a plaintiff in
the case.

"They failed in their promises to
conduct objective research and
fraudulently concealed informa-
tion related to smoking and
health," Mr. Glide said.

The participation of the state's
largest health plan, with 1.9 mil-
lion of the state's 4.5 million pop-
ulation enrolled, is also unique to
the Minnesota case. The group has
a charter to advance public health
and the art and science of medi-

The states'have a

chance in each case

of making hundreds
of millions,' says

Richard A. Daynard.

cine in the state, Mr. Gilde said.
Smoking-related illnesses .cost

the state $350 million annually, he
added.

Cigarette makers "are getting
off without acknowledging this
cost of doing business," Mr. Gilde
said. "We intend to collect it."

Minnesota's lawsuit seeks to re-

quire the defendants:
• To disclose all research they

have conducted related to smok-

ing and health.
• To pay for a corrective public

education campaign.
• To pay for smoking cessation

clinics.

• To dissolve the Council for

Tobacco Research.

• To return their profits from
the sale of cigarettes in Minne-
sota.

"Minnesota brings in some new
theories that are very interesting,
but they are so new it's hard to
comment on them," said Victor E.
Schwartz, a defense attorney and
product liability specialist with
Crowell & Moring in Washington.
However, it will be difficult to
prove that smokers would have
relied on the tobacco industry's
research, had it been published,
he said.

"There was a lot of information

out there from reliable sources,"
Mr. Schwartz said. "The Surgeon
General was saying smoking was
dangerous since 1964. Would a
jury say someone smoked because
the tobacco industry said it was
safe?"

Contrary to a think tank study
that claims states could actually
lose money by suing tobacco com-
panies, the states say they have
nothing to lose.

"We went to great pains not to
put taxpayers out," said Mr. Bob-
inger of Mississippi. "Lawyers
and experts have volunteered to
help. Private attorneys are fund-
ing the litigation. If we win, they
will ask the court for the defense

to pay their costs."
"The states are close to zero cost

to themselves, and they have a
chance in each case of making
hundreds of millions," said Rich-
ard A. Daynard, chairman of the
Tobacco Products Liability Project
and a law professor at Northeast-
ern University in Boston. l
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Agent/Brokerropics
A monthly editorial section sent exclusively to agents and brokers

Florida broker

and legislator
hopes to leap

to higher office b
f.,PS .  ./

Republican it " , f'(.

Tim Ireland

thinks he would

By SARA MARLEY

gents and brokers in Florida

may soon be regulated by one
of their own.

Tim Ireland, a broker with
Sedgwick James of Florida in
Fort Myers, won the Republi-

can primary for the office of insurance
commissioner last month.

Mr. Ireland, 36, has handled large busi-

bft,fr 7 + f.644. ness accounts, primarily placing coverage
for medical practices, while employed by
Sedgwick for the past three years.

. -'=. :8%/ In addition, he has served in the state

. . Uiss?* House of Representatives since 1986, rep-
resenting Fort Myers, and is currently Re-

2 i, a-j-%.·»-.t# publican whip.
"I have unique qualifications for the

11 Y job," he said. "I have real-world experi-
ence in the insurance industry. I have seen
how the marketplace has been turned top-
sy-turvy since Hurricane Andrew."

Mr. Ireland is a member of the Legisla-
ture's Finance and Taxation Committee.

"I decided to run for insurance commis-

112 I sioner because whoever is the next insur-

ance commissioner of the third-largest
state in the country needs a basic under-
standing, appreciation and knowledge of
how the industry works and how it
doesn't," Mr. Ireland said. "The people of
Florida would not elect an education com-
missioner who had not been a teacher in a

public school, an attorney general without
a law degree or a comptroller who

bring experience, :

understanding ..t'' l. 34*\,2 '

as commissioner

OKERASEl

6. -4

f
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Government relations

:'

couldn't balance his checkbook."

In the Nov. 8 election, Mr. Ireland will

face Democrat Bill Nelson, an attorney,
former congressman and ex-astronaut
who was a member of a space shuttle crew.

In the Republican primary, Mr. Ireland
defeated R.K. "Skip" Hunter, the owner of
four Pensacola-based insurance companies
(BI, Sept. 12).

The Florida Assn. of Insurance Agents
believes that Mr. Ireland's performance in
the state Legislature, rather than his pro-
fession, make him an attractive candidate.

"I think Tim Ireland would make a very
good insurance commissioner, but that's
based on what he has done as a public ser-
vant, not as a private individual," said
Scott Johnson, senior vp of the FAIA.

Mr. Johnson has an equally favorable
view of Mr. Nelson, who served in the
statehouse before being elected to Con-
gress and worked with the FAIA on insur-
ance issues in the past.

"We know how they approach govern-
Continued on next page
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Ireland
Continued from previous page
ment and how they make deci-
sions," Mr. Johnson said. "Their

party affiliation or professional
background is far less important
than their demonstrated method-

ology. They both believe less gov-
ernment is better."

The FAIA has not endorsed ei-

ther candidate.

Mr. Ireland said he enjoys work-
ing in the insurance industry for
the constant challenges it presents
and for its flexibility.

"I like working with clients to
help them solve their insurance
problems," he said. "It also al-
lowed me to manage my time
around the demands of the Legis-
lature."

If elected, Mr. Ireland would also
serve as state treasurer, fire mar-
shal and as a cabinet member.

In Florida, the executive power is
dispersed over a seven-member
panel consisting of the governor,
treasurer/insurance commissioner,

secretary of state, comptroller, at-
torney general, agricultural com-
missioner and commissioner of ed-

ucation.

The panel acts as the state board
of education and the clemency
board, oversees the department of
law enforcement and the state ca-

tastrophe pool, sets environmental
policy and manages the state's $38
billion pension fund.

While Mr. Ireland acknowledges
the posts of treasurer and insur-
ance commissioner could both

warrant full-time attention, he

doesn't anticipate a split in the

'1 will be the:'6'4¢1 -
nightmare *f,bade<·.

insurance companies
and bad agents,'

says Tim Ireland.

foreseeable future.

"Insurance will take up 95% of
my energy. time, effort and re-
sources," he declared.

First on his agenda is dealing
with the lingering effects of Hurri-
cane Andrew.

"Obviously, the most significant
(insurance) problem in Florida is
to get the voluntary market work-
ing again," Mr. Ireland said. "The
residential joint underwriting asso-

IF YOU'RE LOOKING FOR AN INSURANCE COMPANY
THAT AIMS ITS SIGHTS A LITTLE HIGHER,

ciation was designed to be the in-
surer of last resort, and now it's the
second-largest insurer in Florida.
It's a tremendously disturbing
trend that must be reversed."

Addressing the rate adequacy of
the JUA "should be the top prior-
ity of the next insurance commis-
sioner," he added.

"Another year without a Cate-
gory 5 hurricane will do more
good than any commissioner,"
Mr. Ireland noted. "Time heats

wounds and the distancing of An-
drew's memory will be highly ben-
eficial."

He praised the performance of
Tom Gallagher, current insurance
commissioner and fellow Republi-
can. Mr. Gallagher lost to Jeb
Bush, son of former President
George Bush, in the gubernatorial
primary.

YOU'LL LIKE OUR POINT OF VIEW.

As one of the strongest jinancial irlstitutiorts in North Amenca: we have the resources to (*r our associates and customen more. But it's

the commitment of our people that reallj separates us jkom ourpeers. We don't want to be knoumjust as a good compang to work with. We
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5-/ SunLife
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Andrew "was a unique event in
the history of the world," Mr. Ire-
land said. "It literally wrote the
book; everything changed. No one
appreciated what an $18 billion
storm could do. (Mr. Gallagher)
did a good job of handling the
storm and the post-Andrew legisla-
tion.

"A lot of the industry may have
been bruised in the process," Mr.
Ireland conceded. "But they were
trying to abandon 13 million Flo-
ridians after they had been doing
business with them for years. It
was poor public policy, horrible
public relations and just plain rot-
ten. It was a shame (Mr. Gallagher)
had to impose the emergency mor-
atorium, but I would have done

the exact same thing."
In the future, the Department of

Insurance must keep a closer eye
on insurers' spread of risk, he
added.

"We have to improve the regula-
tory environment, make it more
predictable and user-friendly," Mr.
Ireland said.

"We have to look at the depart-
ment's structure, how it is funded

and how it operates," he said.
Developing a new mission state-

ment for the Department of Insur-
ance will attract insurers back to

Florida, he said.

"Our insurance community
needs the power of competition
and choice," Mr. Ireland said.
"The liberal Democrats say we
need more rules and more audi-

tors, but that's the exact opposite
direction."

Among other things, Mr. Ireland
advocates the use of tax incentives

to encourage insurers to domicile
in Florida.

The idea of protecting the con-
sumer while courting insurers to
return to the state "are not diamet-

rically opposed," according to Mr.
Ireland. "You don't have to be Mr.

Industry or Mr. Consumer. It's not
that simple."

"I want to be a tough but fair in-
surance commissioner," Mr. Ire-
land said. "I will be the worst

nightmare of bad insurance com-
panies and bad agents. My job is to
protect the consumers."

However, Mr. Ireland added,

"you don't have to punish 98% of
the good people to get the 2% bad
apples."

As a legislator, Mr. Ireland
helped to pass workers compensa-
tion reform in the state in 1993.

"We should stay the course,"
Mr. Ireland said of those efforts.

"We are finally headed in the right
direction and we can see the light
at the end of the tunnel. I think we

will achieve the legislative target of
a 20% reduction in workers comp
rates across the board."

On Florida's health care reform

initiative, "I think Bill, Hillary and
Lawton Chiles are headed in the

wrong direction and I am deter-
mined to stop them," Mr. Ireland
said.

Florida has implemented a pro-
gram in which businesses with 50
or fewer employees can join Com-
munity Health Purchasing Alli-
ances that collect rate and other

data on state-certified health

plans.
It also has won a waiver of Med-

icaid rules so it can impose man-
aged care requirements on Medic-
aid recipients (BI, Sept. 19).

Mr. Ireland supports the concept
of the state's catastrophe reinsur-
ance pool, but he worries about its
effect on small domestic insurers.

The insurance commissioner

should keep a close eye on the re-
insurance market to determine if

the pool remains a necessity, he
said. iii



Sometimes it's who you know
Joel Wood says Council's key lobbying weapon is agents' grass-roots power

/oel Wood has been vp-government
a/lairs for the Council of Insumnce
Agents & Brokers, formerly the Na-
tional Assn. of Casualty & Surety
Agents, since January 1992. Before
that, he served as assistant vp-govern-
ment a/lairs for the National Assn. of
Professional Insumnce Agen8 in A/ex-
andria, Va.

Mr. Wood, 35, came to the PIA in

1988 from Capitol Hill, where he had
served as press secretary and legislative
aide to Rep. Don Sundquist, R-Tenn.,
since 1983. Mr. Wood, a graduate of
the University of Mississippi began his
career as a newspaper reporter in Jack-
son, Tenn.

Business Insurance Associate Editor

Mark A. Ho/inann recently interviewed
Mr. Wood in Washington regarding
the theory and practice of effective lob-
bying on behalfof insurance agents.

***

What issues really strike a
nerve with your members?

Health care, even though by far
the largest proportion of our mem-
bers' business is commercial proper-
ty/casualty insurance. Collectively,
annual premiums of our members
total more than. $80 billion, which

represents about three-quarters of
the commercial marketplace. Their
particular interests, of course, are in
preservation of workers comp and
the self-insurance option for busi-
nesses of all sizes.

But honestly, most of our internal
discussions among our leadership
have been less focused on self-inter-

est than on the public interest. For
example, unlike other industry asso-
ciations, we declined to endorse an
employer mandate, even though
this would be a big revenue pro-
ducer in a private marketplace.

Superfund is a big priority for our
association because of the solvency
implications of the industry's un-
derreserving for environmental lia-
bilities. Agents and brokers have an
interest in protecting the viability
of the companies they represent, as
well as ensuring the continued in-
tegrity and financial condition of
individual insureds and corpora-
tions. Our members are caught be-
tween their clients and insurers,
who are suing one another when
sites go uncleaned.

We don't have state affiliates, but
our overriding policy concern at the
National Assn. of Insurance Com-

missioners has been the uniformity
of agent licensing. Our archives
show that the NAIC has been ap-
pointing task forces on this issue,
and we've been working on this,
since 1938. Hardly anything con-
structive has been accomplished,
but District of Columbia Insurance
Commissioner Robert Willis and
others seem determined. That's a re-

freshing change, but there are huge
obstacles.

What is the Council doing to
exert its influence on these is-
sues?

We apply our grass-roots power.
Almost every member firm of our
association has principals or em-
ployees who have strong ties with
their members of Congress. Our
members are opinion leaders in
their communities, and they com-
mand respect when they call on
their members of Congress. They
don't have to prove their value. We
exploit that grass-roots power spar-
ingly but effectively. We have one
of the larger political action com-
mittees in the industry, (the PAC
expects to disburse $225,000 in this

two year election cycle, which ends I
in November) and we put those
dollars to work in electing friends of
the industry and defeating oppo-
nents.

Is either the state or federal

level of government more im-
portant?

Government relations We

-- --2- - don't
have

state af-

filiates,
SO our

state work is concentrated at the
NAIC itself. The traditional line of

many in the industry is "Preserve
state regulation, prevent federal."
The problem with that is that the
federal government is already in our
business, and in a big way. The re-
cent actions by the Department of
Housing and Urban Development
to regulate against perceived redlin-
ing is proof again that the McCar-
ran-Ferguson Act isn't shielding this
industry from federal intervention.

The challenge is to fend off puni-
tive federal intervention, or at least
to make it as constructive as possi-
ble, as in House Energy and Com-
merce Chairman John D. Dingell's
solvency bill.
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Our goals in government affairs
are simple. Our members want to
tend to their affairs with the least

intrusive but efficient regulation
possible.

How does lobbying on the fed-
eral level differ from doing
the same job in the states?

They're not really different.
There are more impediments to
enacting legislation at the federal
level than at the state level-more

interest groups and more parlia-
mentary rules that have the effect
of preserving the status quo. It's

Continued on next page
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Lobbying
Continued from previous page
easier to block legislation in Congress
than in most of the states. On issues

such as comprehensive health insur-
ance reform, that may be a good
thing. But on issues like banks in in-
surance or product liability reform,
that works against us.

Who do you actually talk tc,-
members of Congress, their
staff, or both?

Both. Staffers are the policy-mak-
ing backbone of Congress. Not only
do they advise the legislators on how
to vote, they usually are far better
versed in the nuances of specific leg-
islation as well. I make every effort to
get to know them and stay in touch
with them. Frankly, there are several

committee staff members who hold

more actual power on insurance is-
sues than the members of Congress
themselves.

How haf your experience as a
staffer influenced your ap-
proach to lobbying?

Having been lobbied as a staffer, I
think I'm sensitive to their needs.

Knowing when to push and when to
back off is paramount. It's important
to educate them without conde-

scending, support them without in-
termeddling, create trust without
misleading them about our bottom
line and take enough time without
taking too much time.

What does a lobbyist bring to
the table? What differentiates

an effective lobbyist from an
ineffective one?

In today's changing health care environment, per-
forming for your clients is easier when your partner
has a firm grasp of the issues. When you work with
EBP HealthPlans, you can count on informed, reliable
support and service. You can also rely on our estab-
lished PPO networks, our efficient claims processing,
and a wide range of managed care and insurance prod-
ucts. We offer both fully insured and self-funded vehi-
cles to match your clients' needs and preferences.

The slickest, best-known, most pro-
fessional lobbyists in D.C. are worth-
less if their clients don't have credi-

bility. So, to the extent that we enjoy
success in our legislative pursuits, it is
largely a reflection on the strength of
our membership and the relation-
ships they have with their customers
and their members of Congress.

Hopefully, I enhance that effective-
ness through knowledge of the pro-
cess, familiarity with the players and
the ability to get in the door to plead
our case with honesty and candor.

The Council repr€sents both
agents and brokers. Do they al-
ways see eye to eye on major is-
sues? Does this make your job
any more challenging?

On federal issues, I've never experi-
enced conflicts between the two

classes. Even though brokers techni-

cally represent the customer instead
of the underwriter, I've never heard
any real claim that agents don't have
the same priorities. All of our mem-
bers are large by independent agency
standards. The largest of the national
brokerages sornetimes exhibit the
most frustration with the inefficien-

des of the 55-jurisdiction state sys-
tem. That's understandable.

Among the national trade groups,
our association, I think, places the
highest premium on conlity and co-
hesiveness. We've never had an acri-

monious internal policy debate.

What is the biggest challenge
for a lobbyist in your position?

Developing relationships with as
many of the 535 members of Con-
gress and their staffs as possible. Be-
cause insurance is primarily state-reg-
ulated, there is no one committee to
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which we turn for redress. In the

House alone, we have business be-
fore many committees: Ways and
Means, Energy and Commerce, Judi-
ciary, Bank and Education and La-
bor. The longer the list of federal in-
surance issues, the higher the risks.

The biggest long-term challenge
for our industry is going to be in-
creasing federal attention and inter-
vention in the way our industry in-
vests its assets. The federal social

spending trough is dry, and so many
in Congress are looking at our indus-
try as an alternative means to their
plans for social re-engineering and
income redistribution. It is entirely
uncertain what direction this will
take, but I fear that underwriters
won't be alone in this attack.

Issues such as Superfund and
Mc€arran have led to the crt-

ation of coalitions among in-
dustry groups. What are the
biggest advantages and disad
vantages of working through
coalitions?

The advantage is that the industry
has enormous, almost unbeatable
dout when it speaks collectively-
when we divide assignments, mobi-
lize the grass roots and get the mes-
sage out. The disadvantage occasion-
ally is that coalitions encourage lazi-
ness, the "let somebody else 'do it"
syndrome.

Unfortunately, there are increasing
numbers of issues where there is no

unity, such as Superfund, McCarran
and federal solvency legislation.
It's a good thing that comprehensive
health care reform sank of its own

weight, because there are substan-
tial internal industry conflicts over
turf and the scope of health care
reform.

Is it difficultfor groups that
might disagive on a major issue
to work together effectively?

No. The conflicts between groups
are almost always substantive, almost
never personal. Those of us who
have worked in recent months, for

example, against the Environmental
Insurance Resolution Fund in Super-
fund, jokingly refer to ourselves as
the "uncoalition coalition" because

of the unlikely convergence of trade
groups. We'll take friends wherever
we can find them-on some issues,
even with some of the most radical

of the consumer groups.

Any particular difficulties in
representing the insurance in-
dustry? Are there prejudices
that must be overrome?

Not really. Just as most Americans
hate Congress but love their con-
gressman, many on the Hill don't
care much for the industry but like
their agents. I can't complain about
any lack of respect on Capitol Hill
for the importance of our industry in
the economy. That respect is all I
need to do my job.

What can agents and brokers
dotobetter represent their in-
terests on Capitol Hill?

Getting to know their members of
Congress is important, but agents al-
ready know that... .Frankly, one of
the best ways to get involved is to
get out the old checkbook and write
a check, both to their association's
PAC and to the candidates who sup-
port their interests. Most political
persons respect that involvement
more than any other.

Do you see any trends among
thenational producer organiza
tions as far as government lela-
tions are concerned?

It's nice to see some competitive-
ness among the associations over the
quality of representation in govern-

Continued on next page
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mental affairs. We used to lobby on
issues that were largely abstract in
their impact-tort reform, banks in
insurance, McCarran. Those issues
still are priorities, but it's difficult to
quantify their impact on our mem-
bers' balance sheets. But on issues

such as health care reform, or the

agent-licensing provisions in the
Dingell solvency bill, there is no
doubt about the impact.

So governmental affairs is much
less esoteric than it used to be. I

don't see our members' eyes glazing
over on these issues. They are real
and they understand the importance
of spending the necessary resources
to protect our interests in the halls of
Congress.

Do any legislative victories or
failures stand out in your
mind?

Unfortunately, we increasingly
measure success by what we've been
able to block, not what we're able to

pass. House passage of a reasonable
inner-city redlining bill earlier this
year was a triumph of the industry
working together with responsible
legislators. We were remarkably suc-
cessful in defeating the onerous and
burdensome regulations attempted
by the House Banking Committee's
redlining bill.

'Unfortunately, we
increasingly measure

success by what we've
been able to block. . .,'

says Joel Wood.

The failure to get meaningful Su-
perfund reform with changes to ret-
roactive liability stands out as a fail-
ure, but we hopefully can do better
next year.

What's your greatest legislative
achievement?

Getting an agent licensing dear-
inghouse included as part of Chair-
man Dingell's proposed solvency leg-
islation. This would remove an enor-
rnous structural burden from all of

our members, and it will be our

highest priority when Chairman
Dingell begins to move his legisla-
tion through the Congress next year.

What are the biggest mistakes
that agent/broker lobbying
groups have made over the
years? Any lessons learned?

Sometimes associations have

seemed too concerned with who gets
the credit than who gets the job
done. This is an enorrnously unpro-
ductive distraction. I think we've

learned that if we don't stick to-

gether on some issues-such as on
banks in insurance-we'11 all suffer

the consequences. Hopefully, we've
learned who the real enemies are-

opponents such as the trial lawyers,
not our sister associations.

Do agents/brokers wield more
or less influence on Capitol Hill
now than they did a generation
ago or 10 years ago?

I think our influence has been

constant but with a changing charac-
ter. Consolidation in the industry
has taken its toll on smaller agencies.
There are fewer agencies, and that in-
creases the challenges of those who
survive. The proliferation of massive
coordinated grass-roots appeals to
Congress by all sorts of other interest
groups has also muddied the waters.

But we maintain our effectiveness

because our members still know how

to make a sale better than anybody
else who petitions government. Ill
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South Carolina pulls agents' licenses
By MARK A. HORMANN

outh Carolina regulators

S are in the midst of a pro-
cess that could ultimately
cut the number of li-

censed insurance agents
in the state by nearly

45%.

But, regulators and agent associ-
ation executives alike don't think
consumers will notice much differ-

ence. In fact, South Carolina agent
associations are praising the law
that has culled their ranks so dras-

tically.
The law in question, a continu-

ing education statute enacted by
the South Carolina General Assem-

Agent associations praise enforcement of education requirements
bly in 1991, requires that all
agents licensed in the state com-
plete 24 hours of continuing edu-
cation every two years or risk los-

ing their
Government relations licenses

unless

they are
specifi-
cally ex-
empt.

According to Chief Insurance
Commissioner John G. Richards,
agents who had not complied with
the requirement were given nu-
merous warnings about what was
in store for them.

South Carolina even extended

the deadline for complying or
proving that a given agent was
qualified for an exemption from
the law to Aug. 1 from the origina
deadline of May 1.

Among the agents specifically
exempted from the continuing ed-
ucation requirement are those
who are at least 55 years old and
who have 20 continuous years as
licensed agents. Other exemptions
are available for agents dealing in
credit or mortgage insurance as
well as travel and baggage insur-
ance agents, such as rental car em-
ployees.

The state is now in the process of
notifying agents that their licenses
are invalid, which is expected to
take several weeks. Agents also can
appeal the revocations.

Commissioner Richards had lit-

tle sympathy for the agents who
did not meet the requirements in
time.

"It is unfortunate that these

folks did not comply with the law.
Now they will have to suffer the
consequences. Each and every one
of them was notified in writing on
a number of occasions that this

day was coming," he said.
Continued on next page
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The commissioner noted that

24,397, or 55%, of the state's

43,910 licensed agents had not
complied with the law by May 1.
There was a last-minute rush to

comply or prove the right to an ex-
emption, but« Aug. 1 ended with
19,904 agents still out of compli-
ance, he said.

Nearly one-third of those
agents-6,578-are residents of
other states who have been li-

censed to do business in South

Carolina.

"We really have a very liberal
policy in our law relative to non-
resident agents," the commis-
sioner said. He said that those

agents could have met South Caro-
lina's education requirement by
completing the education require-
ments of their home states. Nearly
40 states have continuing educa-
tion requirements of one kind or
another.

While the Insurance Department
hasn't tabulated the reasons for

the in-state agents' failure to meet
the education requirements, Com-
missioner Richards said he thinks

there are three broad categories.
The first consists of retired

agents who have wanted to hold
on to their licenses even though
they are not actively selling insur-
ance. Many of these retirees proba-
bly decided to let their licenses
lapse rather than be bothered with
the course work, he said.

The second category consists of
part-time agents, he said. For
them, meeting the requirement

might simply not be worth the ef-
fort.

The third category is "the great
procrastinators" who just didn't
get around to complying with the
law in time, he said.

Lee Ruef, executive director of
the Independent Insurance Agents
of South Carolina, said there is no
way to tell exactly which agents
will be affected by the change until
there's a demographic survey of
those who did not comply with
the regulations.

Mr. Ruef said he was surprised
that the number of agents out of

compliance was so high. He said it
was also surprising that so many
people who had wanted to keep an
insurance license would not com-

ply with the new requirements by
the deadline.

However, he added, "this associ-

ation very much supported the
idea of continuing education" and
had advocated the education re-

quirements before they became
law.

Other state agent associations
shared support for the continuing
education requirement.

"The people who set the stan-
dards are insurance people," said
imo K. Todd, executive vp of the
Professional Insurance Agents of
South Carolina. Unlike Mr. Ruef,
Ms. Todd said she was not sur-

prised that - so many agents re-
mained out of compliance.

"We estimated that there would

be about a 5096 loss of licenses,"
she said. "These people who are
losing their licenses are not real
property/casualty agents."

South Carolina's life insurance

agent association views the loss of

agent licenses in the same light.
"The majority of our agents are

in compliance. We have not had a
problem," said Marcia Pierce, exec-
utive director of the South Caro-

lina Assn. of Life Underwriters.

"It hasn't had a negative effect
on us and we think it willbe ad-

vantageous to the industry. We
view the (continuing education re-
quirement) as positive," said Ms.
Pierce. "We treat this as a profes-

sion and we try to maintain pro-
fessional standards."

Commissioner Richards said that

he expected no market disloca-
tions as a result of the massive loss

of licenses. The only consumers
who might be put out by the
change are out-of-state owners of
resort property in South Carolina
who had previously bought their
coverage from non-resident agents
who failed to comply with the re-

quirements, he said.
Nevertheless, he said he does

"expect the protests to come"
from agents who find themselves
out of compliance as the relicens-
ing season progresses. He makes
clear that they're not likely to get
much sympathy.

"Twenty thousand is certainly a
sufficient number of professional
insurance agents" for South Caro-
lina, he said. ,#1

NAIB bid to amend model act rejected
By MEG FLETCHER

B
rokers are changing tac-
tics after their effort to

amend the National Assn.

of Insurance Comrnission-

ers' surplus lines model
law proved unsuccessful.

The National Assn. of Insurance

Brokers will now try to singly educate
insurance commissioners and state

legislatures about what brokers per-
ceive as a problem with the new
Non-Admitted Insurance M6del Act.

The controversial 36-page model,
which the NAIC formally adopted at
its fall meeting in Minneapolis last
month, would significantly increase
financial requirements for surplus
lines insurers based outside the

United States (BI, Sept. 26). In addi-
tion, the NAIB says it would make it
more difficult for brokers to coordi-

nate layers of excess coverage pur-
chased from non-admitted offshore

insurers.

The NA[B unsuccessfully sought to
add an exemption to the model that

would have allowed brokers to help
large clients obtain all layers of excess
insurance, even those purchased from
offshore markets like Bermuda.

Spedfically, the NAIB's proposal
would have exempted from the act
"an excess insurance policy for an in-
dustrial insured obtained either di-

rectly or through the services of a sur-
plus lines licensee."

The NAIB amendments proposed
the following three definitions:
• Industrial insured is "a company

with a commercial risk policy with a
net worth of at least $15 million, or
gross assets exceeding $50 million
and a net worth of at least $3 mil-

lion, or one which generates annual
gross revenues exceeding $50 million
and has a net worth of at least $3
million."

• Excess insurance policy is "any
commercial property or casualty in-
surance policy, written over one or
more underlying polides that in the
aggregate provides primary coverage
of at least $10 million or a liability
self-insured retention of at least $10
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million."

• Industrial insurer is any insurer,
which is neither an admitted insurer

nor an eligible surplus lines insurer,
whose shares are publidy traded or
which has a policyholder surplus of
not less than $25 million. And, it

must be in good standing with the
regulatory authorities of its country of
domicile and must have written at

least $100 million in premium during
its most recent fiscal year.

The NAIC instead adopted a draft-
ing note that says states may need to
alter the model "to reflect their deci-

sion as to whether they intend to per-
mit dtizens to directly purchase cow
erage within the state from a non-ad-
mitted insurer, or if self-procurement
of coverage will be permitted only
when it occurs outside the state."

Stewart Keir, a regulator who over-
saw drafting of the model, said, "We
felt a drafting note was suffident so
each comrnissioner would have the

authority to exempt industrial in-
sureds or their brokers." Mr. Keir is an

assistant deputy superintendent and
chief examiner in the New York In-

surance Department.
But, Dee Ann Bernhard, the NAIB's

director of state affairs, said, "It needs

to be elevated from a drafting note
and made a separate exception."

In promoting its proposal, the
NAIB told regulators it understood
their intent was "to dissuade fly-by-
night transactions" and applauded
the NAIC's efforts. Unfortunately, the
strict requirements of the act "inter-
fere with the service our clients need

and expect," the NAIB said.
To demonstrate this, Ms. Bernhard

circulated a chart that broke down

how a global oil company might use
six layers of liability coverage. If the
model law were enacted by states, a
broker could help a client retain or
buy millions of dollars in coverage us-
ing U.S.-admitted and surplus lines
insurers but could not help the client
negotiate any layers placed with Ber-
muda-based companies, for example.
The broker would have to obtain al-

ternate sources of coverage or the di-
ent would have to approach the off-
shore company on its own.

"1 think ifs very unfortunate that
they didn't adopt it," said Charles
McCrann, senior vp with broker
Marsh & Mci£nnan Cos. Inc. in New

York. The drafting note, though, is a
start, he added.

This will be "a long-term process of
educating regulators," Mr. McCrann
said. "They don't understand the way
the commerdal market operates."

While brokers were unsuccessful in

getting the amendment approved,
they had better results with another
proposal.

The NAIC induded in the model

act a measure that would exempt bro-
kers and agents who are "engaged
solely to offer the insured advice,
counsel or opinion" for a fee from
anyliability for the failure of a sur-
plus lines insurer. However, the ex-
emption states an adviser could not,
either directly or indirectly, "partici-
pate in the solidtation, negotiation or
procurement of insurance on behalf
of the insured."



Open enrollment sparks dispute
By MICHAEL SCHACHNER

pair of independent
agents in the Seattle area
claim they were decerti-
fied last month by Prin-
cipal Mutual Life Insur-
ance CO.'S local

wholesale broker because they were
submitting too many health insur-
ance applications for clients with
AIDS and other serious ailments.

The broker and insurer, though,
counter that the agents were let go
because they failed to meet its appli-
cation guidelines.

Both Nina Florenz and Steve Baird

had been receiving referrals from the
Northwest AIDS Foundation to pro-
cess health insurance applications for
individuals in accordance with

Washington's three-month "open
enrollment window." The agents say
that after processing several dozen
applications for people with AIDS,
they were unexpectedly and unfairly
barred from submitting any more
policies to Prindpal Mutual.

Insisting that their decertification
as agents was grossly unfair, the
agents are seeking to be recertified by
Old Northwest Agents, Principal Mu-
tual's wholesaler. They say they were
simply processing and forwarding in-
dividual health insurance applica-
tions as called for under Insurance

Commissioner Deborah Senn's
short-term insurance reform man-

date, which required insurers from
July 1 through Sept. 30 to accept all
individuals for health insurance

without imposing any exclusions or
delays in coverage for pre-existing
conditions.

However, Prindpal's broker, ONA,
rebuts the agents' daims of why they
were decertified. ONA contends Mr.

Baird and Ms. Florenz were decerti-

fied for failing to follow long-estab-
lished application procedures-spe-
cifically, conducting a face-to-face
meeting with all applicants.

Rod Karsten, a director with Prind-

pal Mutual in Grand Island, Neb.,
defended ONA's actions, saying face-
to-face meetings between agents and
applicants are important. "It's that
meeting that allows people to under-
stand the policy and its payment
schedule. We never tried not be in

compliance with the open enroll-
ment window, no matter how chal-
lenging it was."

The flap over the agents' process-
ing of health insurance applications
went beyond their decertification.

Citing the improper solidtation of
business, ONA also returned the ap-
plications of about 23 individuals
who filed for coverage through Ms.
Florenz and Mr. Baird. Ms. Florenz

pointed out that of her 18 clients
whose applications were returned by
ONA, 16 have AIDS or have tested
positive for the human immunodefi-
ciency virus that causes the disease.

"There's no doubt in my mind
that (Prindpal and ONA decertified
us) to get around accepting these
types of risks. ONA actually asked me
to give these people to other carri-
ers," said Mr. Baird.

But, Principal and ONA say the re-
iections were simply due to the
agents' failure to follow procedure.

An official with Minneapolis-based
ONA stands by the company's ded-
sion to return the applications for-
warded to them by Ms. Florenz and
Mr. Baird. He said a face-to-face

meeting has been, and will remain, a
required part of the health insurance
application process if Principal Mu-
tual is the insurer.

"The condition of the individuals

whose applications were returned is
irrelevant. Some may have had dean

Agents claim insurer unfairly dropped them
health records. We didn't even look

at the applications. We were ap-
palled by the agents and their lack of

adhering
Government relations to proper

proce-
dure,"
said Jim
Belligan,
senior vp

with ONA.

Ms. Florenz, meanwhile, said
ONA's displeasure with her failure to
conduct personal meetings with all
applicants came as news to her. She
explained that on at least two occa-
sions during the three-month open

enrollment period she spoke with
ONA local representatives to infonn
them that she would be processing
applications by mail. She said at no
time did ONA indicate to her that

that would be a problem.
Mr. Baird echoed a similar note.

"You'd think that if my failure to
conduct face-to-face meetings was so
egregious, they would have at least
called me and said, 'Steve, what
about those face-to-face meetings...'
That never happened. I've had ONA
representatives make sales for me.
They were fully aware that Nina Flo-
renz, Steve Baird and others weren't

meeting with everyone."
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Both agents said they didn't con-
sdously decide to skirt the meeting
requirement but were simply trying
to comply with the open enrollment
law and accommodate the clients re-

ferred to them by the greater Seattle
AIDS advocacy group.

"I was doing the applications by
mail as a convenience to my clients.
For some of them, a face-to-face
meeting would have been very difft-
cult due to their health status," Ms.
Florenz said.

For its part, the Washington Insur-
ance Department has stepped in to
make sure Principal Mutual is com-
plying with the mandate to cover all
applicants regardless of pre-existing
conditions.

In an agreement with the Insur-
ance Department, Principal Mutual
has offered to provide coverage to
those people whose applications

weren't originally accepted.
But the Insurance Department has

not forced ONA to reappoint Mr.
Baird and Ms. Florenz as agents.

Meanwhile, Ms. Florenz and Mr.
Baird continue to press ONA for re-
certification. They say Principal Mu-
tual is one of only three non-HMO
companies writing individual health
insurance in the state, and of the
three, it offers the most complete
coverage for their clients. Without
Pdndpal Mutual, future clients will
lose access to an important health in-
surance market, Ms. Florenz said.

"I'm not the victim here" added

Mr. Baird."It's really the people try-
ing to get health insurance under
Washington law. The insurers may
not like the law, but they had ample
time since reform last year to get out
of the state if they didn't like what
was surely coming." lei
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Fledgling Connecticut insurer
battles rivals' bad=mouthing
By SALLY ROBERTS

hen Robert S.

WWeiss stepped
away from his
role as an inde-

pendent agent
and started his

own insurance company in 1990,
it wasn't raising capital, obtaining
reinsurance or even the competi-
tive marketplace that stood in his
way of success. It was the bad-
mouthing going on behind his
back.

Executives at Meriden, Conn.-
based Connecticut Life & Casualty
Insurance Co. say professional
peers have taken stabs at the insur-
er's financial viability as well as its
youth and service capabilities
since its formation.

After failed attempts to rectify
the situation by contacting its
competitors and agent associa-
tions, CL&C in 1991 turned to
Connecticut Insurance Commis-

sioner Robert Googins, who issued
a bulletin to the chief executives of

insurance companies in the state,
pointing out that state laws pro-
hibit defamation of an insurance

company and reminding them
that company principals are liable
for their agents' actions.

CL&( also took out ads in Con-

necticut newspapers to tell its
story.

However, the talk has taken its
toll. One year ago, CL&C had 150
independent agents representing
the company. Today, it has only
10.

According to Mr. Weiss, agents
are unhappy with the commis-
sions CL&C offers. Agents receive
a 10% commission up front and an
8% commission on renewal, which
is low by industry standards in the
state.

But, "we write the most competi-
tive homeowner and auto policy
in the state," Mr. Weiss said. Other
insurers might offer a 15% com-
mission, but the policyholder pays
a much higher premium, he said.

"The consumer is the big loser in
this," contends Ronald C. Licata,
president of CL&C.

As a last resort, about two
months ago, CL&C decided to ne-
gotiate its commissions to offer in-
dependent agents a 1596 cut.

"We expected the phones to ring
off the hook," Mr. Weiss said. On
the contrary, there were no phone
calls.

"It's obvious to us (agents) don't
want to succeed," he added. All
the agents have to do is to sell a
product. The book of business is al-
ready there and CL&C's service
center takes care of the client after-

ward, he explained.
Nevertheless, CL&C executives

contend that some Connecticut

agents are continuing to persuade
their clients to go to other insurers
that charge higher premiums and,
thus, generate higher commis-
sions.

John Black, executive vp and di-
rector of operations at Waterbury,
Conn.-based agency Root & Boyd
and president of the Professional
Insurance Agents of Connecticut,
said he has heard that some "dis-

paraging remarks" have been
made about Mr. Weiss and CL&C.

Although he said he has not heard
the remarks directly, "it is possible
that in any situation, individual
agents get a little gas in their tum-

mies and vent."

A New Haven, Conn., agent
vented to a client via a letter last

February about CL&C but later re-
tracted the remarks.

In the letter to the client who

had received a quote from CL&C,
Douglas Danaher, an agent with
Insurance Management Inc. in
New Haven, said he lacked confi-
dence in the insurer and ques-
tioned its ability to pay claims in a
catastrophic situation.

In addition, Mr. Danaher's letter
questioned the insurer's youth:

"Connecticut Life & Casualty is a
new insurance carrier, started by
an agent that had no carriers to
write with so he started his own

company."
The agent also pointed out that

CL&C does not have a rating from
A.M. Best Co., but he failed to tell
his clients that Best does not give a
letter rating to an insurer until the

Continued on next page

CL&( founder Robert Weiss speaks
at the insurer's 1990 dedication.
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company has been up and running
for five years.

Mr. Danaher ended his letter

with the following: "Basically they
have quoted your account and
they have a better price, but with
adjustments we can come close.
But we also have to consider cover-

age that is adequate for you-I do
not think (CL&C) has."

"All of these comments to the

public are grossly unfair and inac-
curate, not to mention against
state statutes," Mr. Weiss said.

After conferring with an attor-
ney, Mr. Danaher wrote a letter to
the client with whom he had dis-

cussed Connecticut Life & Casu-

alty and retracted his statements
about the insurer.

While the bad-mouthing has
been the insurer's biggest chal-

lenge, CL&C isn't planning on go-
ing away.

"No way," Mr. Weiss said.
"We're still growing the company"
as well as "diligently battling" the
bad-mouthing. The aim of the
company now is to get a letter rat-
ing from Best, for which the com-
pany will be eligible at the end of
the year.

Nearly five years ago, Mr. Weiss
was not as optimistic. As an inde-
pendent agent with his own firm,
he was frustrated with the erratic

marketplace and unpredictable in-
surers.

A close friend of his, Filo Smith,
who was interested in Mr. Weiss'

views about agent and insurer rela-
tions, told him that "I was never

going to be able to stop complain-
ing about the industry until I start
my own company."

"It started to sink in after a

while," Mr. Weiss recalled.
In less than one year, CL&C got

a charter and $4 million in initial

capital and became the first inde-
pendent insurer in more than 100
years to sell multiline insurance in
a state that is home to such insur-

ance giants as Aetna Life & Casu-
alty Co., Travelers Corp. and IT['
Hartford Group Inc.

CL&C has since obtained rein-

surance coverage with General Re-
insurance Corp., and in 1993
posted $9 million in gross written
premiums. The company expects
to write $11 million by the end of
this year.

Mr. Weiss' agency, The Robert S.
Weiss Co., sold its commercial
lines business in 1990, folded its
personal lines business into CL&C
and operates today as a third-party
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administrator and pension admin-
istrator.

Holding company Weiss Finan-
cial Group comprises The Robert S.
Weiss Co., CL&C and Connecticut
HealthPlan, which recently ven-
tured into group health insurance.

In July, CHP launched its Small
Employer Medical Plan-a pre-
ferred provider organization for
employers with up to 100 employ-
ees.

In its first month, SEMP gener-
ated premiums that would trans-
late into about $2 million on an
annualized basis, said Michael D.
Weiss, vp at CHP.

SEMP offers lower costs because

the size of CHP's existing network
of 3,500 physicians and other
health care providers enables the
organization to use a negotiated
fee schedule that is lower than rea-

And of course, we handle billing and collection so you can spend your valuable time selling.
So when your customers need premium financing, don't just play the numbers. Because when you consider rates,

service, and flexibility, we're really the only game in town.
For more information, call 1-800-221-3450, Ext. 5509.

A I G World leaders in insurance and nancial services. *IC
A.I. Credit Corp.. a member company of American international Group. Inc. AICCO, Inc., a wholly owned subsidiary
of A.1. Credit Corp., markets these products in California.

sonable and customary charges,
said Michael Weiss.

In addition, CHP is sold on a di-

rect-writing basis, so CHP can fur-
ther contain costs, he said.

The plan is also flexible, he ex-
plained. Hospitals don't determine
what medical care patients should
receive, physicians do. "We want
to control the physicians," he said.
Therefore, patients have the free-
dom of choice. If they want to go
out of state to a physician, it's a
$250 deductible. Unlike other

plans, "it doesn't break the bank."
Like CHP, the future looks bright

for CL&C, Bill Weiss said.

"We are going to be a significant
factor in the state of Connecticut,"

he said, adding that there is no
question the company is moving
in the direction of 100% direct

writing. rm
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The Business /nsurance Directory
of U.S.-Based Corporate Buyers of
Insurance, Benefit Plans and Risk
Management Services contains
alphabeticallistingsofnearly 2.300
U.S. corporations. You'll find
names and titles of over 12,000

executives responsible for risk
management, employee benefits
and more - plus vital company
facts and figures. To order a printed
copy or the directory on computer
disk, call:

313/446-1623

The directory is also available on
computer tape. For details. call:

313/446-1625

For information on 8/'s new

Directory of Corporate Buyers
Based Outside the U.S., available
October 1994, call.

313/446-1623
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OF HMOs and PPOs

The 1993-19948usinessinsurance

Directory of HMOs and PPOs is
published as part of a special
Managed Care Market Report. The
directory contains profiles of over
1,700 HMOs and PPOs across the

country-organizedalphabetically
by state. To order, call:

313/446-1609
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Business /nsurance publishes 20

comprehensive in-publication
directories during the year. making
access to services and suppliers
easy. Providing detailed listings of
firms in specialized areas, 8/'s
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direct route to better management
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suppliers available in the
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publication directories, call:
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For more information, call one
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Female brokerage exec expected to lead by example
By MATT ROUSH "She's going to make Bain Hogg draw plus commission A guy my friends who own malor manu- Walker, executive underwriter of

Robinson a much more sales-ori- could come in and get a salary and facturers-which is none-I de- workers compensation msurance
Crain News Service ented organization," predicted a car allowance and all that, but to cided I had to identify the clients at the Southfield office of San

A
management shakeup Nancy Williams, a Farmington me they said, 'Yeah, come on in- who fit with my slall set and me- Francisco-based Fireman's Fund
at the nation's 13th- Hills, Mich -based commercial for straight commission thodically pursue them. I ftrmly Insurance Co "She's very straight-
largest insurance bro- lines account executive for Seat- Ms Mcintyre worked through believe being successful in sales is forward You don't have to sift
kerage has brought in tle-based SAFECO Insurance Cos. the 19705 and 19805 as either an Just having a good work ethic and through a lot of corporate-speak or
the first woman ever to "Her personal book of business independent business insurance being consistent." sales talk to get to the salient
lead a major metropol- and her knowledge of the local salesperson or for a variety of agen- Throughout her career, Ms points" of the business, he noted

itan Detroit business insurance market are terrific. And I think cles-most recently with Mason Mcintyre has specialized in manu- Ms Mcintyre's boss, Robert

agency she's going to be really good at McBride Inc. in Troy, Mich-until facturers and wholesalers in the Hogan, president of Bain Hogg
Maureen Mcintyre, a 20-year mentoring young salespeople," she was approached in April by plastics. metalworking, pharma- Robinson's brokerage services divi-

veteran of the insurance industry, Ms Williams said Bain Hogg Robinson after the de- sion, said the new leadership at

is now executive vp and chief op- Ms Mcintyre, 37, came up parture of the company's former half of the company's U S offtces

erating officer at Southfield, through the ranks of the industry Southfield president, Stephen is intended to "move us from be-

Mich -based Bain Hogg Robinson She took a Job out of high school Davis.
'Being successful in ing an amalgamation of local in-

of Michigan Inc, a unit of Boston- as an underwriter for the South- Over the years, Ms. Mcintyre sales is just having a surance agencies into being a true

based insurance broker Bain Hogg field office of Zurich Insurance Co. sold workers compensation cover- national brokerage operation
Robinson Inc "I went out and did boiler in- age, fleet vehicle insurance and good work ethic and Mr Hogan, who's based in Chi-

She is one of nine new managers spections, and that's where I began property/casualty insurance for of- being consistent, ' says cago, said he met Ms Mcintyre in
installed over the past 18 months to develop my comfort level with fices and factories-the usual busi- May through a salesperson at the
at the retail broker's 18 offices na- manufacturing," Ms Mcintyre ness insurance product mix. Maum= Moh*yre. Southfield office

tionwide said. Ms Mcintyre said she personally "Originally I was looking at her

Bain Hogg Robinson Inc iS the Within a few years, she switched wrote $2 6 million in premiums as a producer in that offtce, but af-
U S retail brokerage subsidiary of to a sales Job with an insurance last year, a claim her underwriters ceutical and chemical industries ter I met her and talked with her I

London-based Bain Hogg Group, agency, then struck out on her back. Bain Hogg Robinson is Ms started thinking she had the skills
which is the world's seventh larg- own as an independent insurance "We're in the business of selling Mcintyre's first management posi- needed to lead that office," Mr
est broker (BI, July 18). Bain Hogg sales contractor working strictly insurance and it's my Job to find tion It is also an msurance office Hogan said "She's been an entre-
currently is in discussions with In- for commission. people who sell insurance," with a decidedly different chen- preneur, and I like her energy, abil-
dianapolis-based broker Acordia The move was as much a neces- SAFECO's Ms Williams said, not- tele-heavy on man ufactured ity and can-do attitude "
Inc, the world's eighth-largest bro- sity of the 19705 climate for ing that Ms Mcintyre is known for housing companies and retailers. He acknowledged that women

ker, that are expected to lead to women in the Insurance industry aggressively seeking new business Ms Mcintyre said she hopes to hold only a fraction of manage-

Acordia acquiring Bain Hogg Rob- as it was a desire to be her own Ms. Mcintyre said her approach preserve the current client base ment positions in the insurance
inson (BI, Sept 26) boss, she said to selling insurance hasn't and add more business in manu- industry Of the top 20 business

In the meantime, Ms Mcintyre's "There really were no women on changed in 20 years. "You still facturing insurance agencies in Detroit, only
competition might want to watch the sales side in the insurance busi- have to be aggressive and go out People who have worked with one-Kelter Thorner Inc in Bir-
their backs Colleagues and com- ness," Ms Mcintyre said, "Nobody and get the interest of the account, her say that she's up to the task mingham, Mich -is led by a
petitors say she is a sales dynamo would give me a lob with a salary bring it in, market it and Sell it. and that the 90-person office woman, Marilyn Chernoff.

and you have to do lt better and should top last year's gross pre- Mr Hogan said Ms Mcintyre's
faster than the competition to take mium volume of about $50 mil- hiring "gives women in our orga-

* 44 r -·s r
their accounts from them " lion. nization a message that we will

...lflit., 1 1 11
"I realized a long time ago I'm "She's very high-energy, very hire and promote people based on

not a 'club' agent After I wrote all sales-motivated," said David ability and commitment "

1 1 < b Garamendi accepts anti=rebate ruling,
1 J

The Best <31
r 1 despite continued support for concept

1 .

Counsel YoU'l ' By ROBERTO CENICEROS der the (California) Unfair Prac- But like others who sell life in-
tices Act," stressed Ms. Staggs. surance, Mr Windsor said recent

Mowing insurers to Proposition 103 repealed laws decisions on rebates are not likely

Ever GIVe' Ir .
sever ties with agents forbidding the practice of rebating, to affect his company's business

, 1
7 '1 1 who rebate life insur- opening the door for some agents because most clients want service

#- ance commissions to and brokers to send out mailings and advice

Professional Ijabilit> Insurandc I 11policyholders will help offering to rebate commissions "I think it depends on the client
. maintain consumer re- Michael L. Pinkerton, director of and the amount of work that

spect for the brokerage profession, governmental affairs for the Call- needs to be done," Mr Windsor
For I_,awyep 4 • 1 '4 according to several agents, bro- fornia Assn. of Life Underwriters said

From Jamison Spddial lusk kers and their representatives said that only a small percentage "We never ran into it as an issue
Their statements follow Califor- of brokers have offered rebates We ran into some people in the

, 1 nia Insurance Commissioner John But, those making the offers of- marketplace who were doing mass
Garamendi's announcement ear- ten have done so by stating they mailings, but I don't know to what
lier this month that the California would not provide advice or ser- extent they were taken seriously,"
Department of Insurance must vice to policyholders. he said.

agree with Administrative Law That left some agents fearing Meanwhile, insurers reloiced

Judge Stephen E Hielt of the Cali- cutthroat competition and a when they heard of Mr Garamen-
fornia Office of Administrative downward slide in the public's di's announcement to agree with

When the best legal advice is Hearings. view of their profession if consum- Judge Hielt's findings
required, call an attorney When Judge Hlelt recommended earlier ers become unhappy with the lack "We're not opposed to rebating,
he calls you, be prepared with & this year that it is not unfair prac- of service accepted under cut-rate we lust don't do it and we feel we
the best advice yglt can provide , I tice for life insurance companies to deals shouldn't be told we have to do

Professional Liability Insurance * sever appointments with indepen- "It was a practice viewed as be- it," said James M Jackson, vp and
from Jamison Special Risk, Inc ' dent agents who rebate a portion ing unethical and will probably deputy general counsel at Tran-

For over half a century, the 4 i
of their commissions to policy- continue to carry that stigma," Mr samerica Life Insurance Cos
holders. Pinkerton said "Your average The California Department of

specialists at Jamison have Mr. Garamendi earlier said he agent did not want anything to do Insurance had alleged Transamer-
provided comprehensive, would not accept Judge Hlelt's po- with it, and I suspect will continue ica, Prudential Insurance Co. of
competitive professional liability sition because rebating brings to not want anything to do with America, Metropolitan Life Insur-
products, developed expressly competition to the marketplace it." ance Co, and New York Life Insur-

to meetthe challenging needs (A/BT, June 6). But further review Mr. Pinkerton said his organiza- ance Co 's practices of severing ties
of lawyers Financial stability - of the proceedings revealed no le- tion opposed rebates in part be- with agents that rebated commis-
and wide ranging coverages gal basis to challenge the ludget cause of a fear that some consum- sions were unfair
are just the tip ofthe iceberg position, even though Mr Gara- ers would solicit advice and 1nfor- But the insurers may not have

mendi and his office support re- mation from full-service agents heard the last of the California De-
As a facilities manager for a bates, said Patricia Staggs, chief of and then purchase a policy from partment of Insurance and ltS ef-

global insurance giant, JSR has the compliance bureau and a dep- someone offering rebates. forts to push for rebating Ms
the strength, expertise and
professional coverages that ]SR uty commissioner for the Depart- However, a policy purchased un- Staggs said the Insurance Depart-

ment of Insurance. der a rebate agreement could work ment will be looking into ways of
yourlegal clients demand

Jamison Special Risk, Inc.
"To my mind (Mr. Garamendi's for sophisticated, large-volume bolstering rebating, even to per-

For more information, call recent) decision isn't really so consumers who know their spe- haps revising existing law
Sean Pattweli at Jamison much that we believe it's proper cific needs and do not care for ad- "We're golng to review Inter-

100 Executive Drive

Special Risk, Inc (201) 731-2092 West Orange, New Jersey 07052
for an insurer to can an agent that vice, said Dennis Windsor, presi- nally what we can't do and can do
rebates, but that as a matter of law dent of employee benefits for An- so rebating is available to consum-
it couldn't be said to be unfair un- dreini & Co in San Mateo, Calif. ers," she said



Illinois disputes charges of redlining
By RODD ZOLKOS

recent study by the Illi-

Anois Department of In-
surance concludes that

there is no evidence of

homeowners insurance

redlining in Illinois.
The report, released in August,

was prompted by a 1993 report by
:he Assn. for Community Organi-
zations for Reform Now that sug-
gested redlining did occur in some
urban neighborhoods in Illinois.

But the Illinois Department of
Insurance's computer analysis of
ZIP code data on homeowners in-
surance in Illinois and review of

complaints and investigations of
them for patterns of illegal activity
showed no evidence of redlining.

Instead, the Insurance Depart-
ment's study suggested that
ACORN's claim that 49% of Chi-

cago single-family units are unin-
sured "appears to be founded on
comparisons of inappropriate
data."

In fact, the Insurance Depart-
ment's attempt to study redlining
complaints produced insufficient
data for analysis, with the state of
Illinois receiving only four com-
plaints in 1993 containing either
direct or vague charges of discrimi-
nation.

"There is no evidence that

would support a conclusion that
the insurance industry in general
pursues policies which illegally
discriminate against urban home-
owners," according to the report.

"Such systematic discrimination
would surface either in the depart-
ment's market conduct exams, ZIP
code data, and/or an unusual
number of redlining complaints
against the same company," the
report stated.

The Illinois Department of Insur-
ance study showed that 93% of
owner-occupied houses in Chicago
have homeowners insurance, a re-
suit that corresponds with na-
tional homeowners coverage data.

The majority of that coverage is
provided directly by insurance
companies, the report said, citing
1991 data that showed less than

2% of the Chicago market is cov-
ered through the Illinois fair access
to insurance requirements, or FAIR
plan, which offers homeowners in-
surance to those unable to obtain

it in the voluntary insurance mar-
ket.

The report suggested, however,
that availability is still lacking in
the voluntary market for some
more sophisticated insurance
products.

In particular, the report noted
that replacement coverage is typi-
cally only available in Chicago
neighborhoods where market
value approximates replacement
cost, not in neighborhoods where
property values aren't increasing.

The major potential problem un-
covered by the Illinois depart-
ment's study was the decline in
competition in the Chicago home-
owners insurance market.

While the report notes that 300
insurance companies actively write
homeowners coverage in Illinois,
the Chicago market is dominated
by only two companies: State Farm
Insurance Group and Allstate
Corp.

While a decade ago those two
companies had almost a 50% share
of the Chicago homeowners cover-
age market, today they cover 60%
of the market in the city.

That dominance does not exist

elsewhere in Illinois, according to
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Homeowners coverage matches national data, study finds
the report.

"This should not be construed as
an attack on the two insurance

companies for running successful
businesses," the report said. "The
point is that, in the long term, the
best approach to urban insurance
problems is to develop the market
by encouraging insurance compa-
nies to do more business in the
city."

ACORN is sticking by its claims
that redlining does exist in urban
areas of Illinois, disputing the Illi-
nois department's findings.

"Bless their hearts," said Mary
Hollis, national desk director in

ACORN's Chicago office. "Did we
expect anything less than that?"

"Of course redlining exists," Ms.
Hollis said. "We have documented

proof that it exists. We've done
phone surveys, we've done a lot of
things to show that it does exist. If
we have to, we can give proof that
it does."

Two competing bills that would
have prohibited insurance redlin-
ing were introduced in Congress
earlier this year by Rep. Joseph P.
Kennedy II, D-Mass., and Rep.
Cardiss Collins, D-Ill., but ulti-
mately failed to win enough votes
to pass (BI, July 25).

While the Illinois Department of
Insurance report concedes that
redlining was a problem in the
state 20 years ago, the report also
contends that the problem has
been alleviated through a combi-
nation of the state's approach to
insurance regulation, a competi-
tive marketplace and state activ-
ism in response to consumer com-
plaints.

The report noted that since 1977
insurance companies writing fire
and homeowners coverage in Illi-
nois have been required to submit
to the Department of Insurance
data on exposures, cancellations

PROPERTY &CASUAL*

Since 1988, RISCORP has been successfully
solving workers' compensation problems with
innovative programs, products and services. Now
RISCORP announces the availability of RISCORP
Property & Casualty Insurance Company.

As a Florida-based carrier, RISCORP and its agents
understand the needs of Florida employers and offer
the home-state advantage of superior seivice with
quick response. As a fully-capitalized company,

and non-renewals, all compiled by
ZIP code.

That annual process has made
the insurance companies more
conscious of practices such as
redlining, the report said, while
the combination of the law and

the availability of that statistical
evidence provided additional in-
centives for insurance companies
to avoid practices that could be
perceived as discriminatory.

Most of the complaints that the
Illinois Department of Insurance
processed in 1993-71%-related
to claims handling.

Twelve percent of the com-
plaints dealt with underwriting,
12% with policyholder services
and 5% with marketing and sales.
Redlining complaints were in-
cluded in the marketing and sales
category. i,

we issue non-assessable policies that have the full
protection of all regulatory and statutory safeguards.

RISCORP Property & Casualty Insurance Company
is represented by a statewide network of professional
independent insurance agents. RISCORP - the first
word in workers' compensation insurance.

RISCORP
RISCORP PROPERTY & CASUALTY INSURANCE COMPANY   -

P.O. Box 1598 • Sarasota, Florida 34230-1598 • 813-951-2022 or 800-226-7472 • FAX 813-366-0752 or 800-226-3863
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TV producer channels energies into insurance shows
By ROBERTO CENICEROS

nless Jerry Seinfeld can

U deliver a good proper-
ty/casualty shtick,
don't expect to see the
prime-time comedian
wisecracking on the

Insurance Broadcast System.
Only talent with insurance indus-

try knowledge would make it onto
the satellite-delivered programming
that producer Dennis N. Richard
plans to create if he can muster the
sponsors needed to bankroll his
idea.

Mr. Richard, 42, is the former pro-
ducer of the insurance program
"The Premium Dollar Today," a
widely praised cable television show
that provided an in-depth look at
consumer insurance issues.

The idea of launching an entire
channel with programming for any-
one working within the insurance
industry came to Mr. Richard in
1991, while he was working on
"The Premium Dollar Today." And
he has been developing that idea for
the past two years.

Supporters say television shows
could be a key method of providing
information and education for the
insurance field in the future.

Mr. Richard said he plans to team
up with an educational institution
that could provide insurance in-
structors and speakers for his shows.
He has not yet chosen an institution
for the job.

"The insurance industry has more
of a need for this because they train
more, they educate more than other
industries," Mr. Richard said in a re-
cent interview.

"If you work in the insurance in-
dustry, I want to be relevant to
you," he said. "There are so many
hot issues in the insurance industry
right now more than ever. This is
where Insurance Broadcast System
comes in."

Mr. Richard has also produced
other business programing, indud-
ing "Lawyers and the Law" and
"The Bankers Round Table." Both

were 13-episode series made for a ca-

ble television channel.

For the Insurance Broadcast Sys-
tem, or IBS, planned programming
would indude a morning news
show, roundtable discussions and

plenty of educational programs split
into 15-minute segments, Mr. Rich-
ard explained.

Programs would be received via
satellite dishes on a subscription ba-
sis, allowing busy insurer executives,
agents, brokers and other subscribers
to watch the material in their omces
or conference rooms.

Initially, programming will be
broadcast from 9:30 a.m. to 5 p.m.
on Tuesdays and repeated on Thurs-
days. Production of the shows will
be done in Los Angeles and New
York.

"I don't know what the market

would be for that," said Roger
Smith, president of the Insurance
Educational Assn. in San Francisco.

"But there are so many problems
and issues in the insurance industry
employers would like their employ-
ees to know about. There well may
be a need for that," he said.

Agents and brokers have ex-
pressed an interest in the Insurance
Broadcast System as a training tool
for their employees, Mr. Richard
said.

Herbert E. Goodfriend, managing
director of the global capital group
for KPMG Peat Marwick in New

York, said agents and brokers could
benefit from watching programs on
the Insurance Broadcast System.
They could learn about new infor-
mation technology, new claims
trends and underwriting techniques.

"There isa whole roster of enlight-
enment that could be brought to
bear here," said Mr. Goodfriend,
who is the former moderator of

"The Premium Dollar Today."
But, there may be difficulties in

appealing to agents.
"The problem is they think they

know everything. It's hard to tutor
them. But I think it would be a good
medium to bring in experts," Mr.
Goodfriend said.

"There is a whole group of people
in underwriting, investments and

THIRD PARTY
FIDELITY

What is it?
Who needs it?

Why do they need it?
How can they get it?

For complete information on this
important coverage, underwritten by Chubb,

call or fax The Brownyard Group.

THE BRINYARD GROUP21 Maple Avenue, CN9175
Bay Shore, NY 11706-9175

CHUSS (800) 645-5820 • In NY (516) 666-5050 • FAX: (516) 666-5723

claims who would be apt to benefit
from it. Executives could benefit,"
he said.

Early in the development of the
Insurance Broadcast System, Mr. Ri-
chard formed a non-management
board of advisers composed initially
of 12 insurance and entertainment

executives. Many are people he met
on "The Premium Dollar Today," in-
cluding Mr. Goodfriend.

Recently, Mr. Richard added sev-
eral members to the board. "It's

been growing in leaps and bounds,"
he said, noting that interest in the
Insurance Broadcast System is grow-
ing among members of the life and
property/casualty and reinsurance
industries.

Mavis A. Walters, executive vp of
the New York-based Insurance Ser-

vices Office Inc., who worked with
Mr. Richard on "The Premium Dol-

lar Today," is a member of the advi-
sory board.

Although the advisory board
members help evaluate program-
ming ideas, they would not oversee
or manage the system's operations,
Ms. Walters said. The Insurance

Broadcast System is purely Mr. Rich-
ard's brainchild, she said.

"He'd like to use the advisory
board to bounce ideas off us," she
explained. "We're not a board of di-
rectors. It's truly an advisory board."

If anyone can succeed in establish-
ing an insurance network, it is Mr.
Richard, according to Ms. Walters.

"I'm impressed with Dennis Rich-
ard. He's quite knowledgeable in the
area of broadcast media, and he's
very enthusiastic. He's a quick
study," she said.

"What he hopes to do with the
programming is very intriguing,"
Ms. Walters said.

"Sooner or later, there is going to
be some kind of television program
for the industry," said Joseph De-
caminada, executive vp and general
counsel for The Atlantic Mutual

Cos. and also one of the advisory
board members.

"If IBS produces a quality product,
everyone in the industry is going to
get it," Mr. Decaminada said.

To receive the programs, subscrib-
ers would have to pay about $700
per month, Mr. Richard said. Branch
offices would be charged about
$300.

That could be a bargain, several
observers said.

"The cost of education seems to

keep getting higher and higher
when you have to send someone
out to a seminar," said James R.
Marks, another of Mr. Richard's ad-

Photo bv - m Petros

Experienced television producer Dena s Richard is hoping to launch the Insur-
ance Broadcast System sometime in 1995.

visers and senior vp of communica-
lions and marketing for the CPCU
Society in Malvem, Pa.

"This could be the future of how

we deliver education to people," MI.
Marks said.

"I think there are still some hur-

dles," he added. "For example, how
comfortable are companies with
having their people watch television
for half an hour. That could be a

perception hurdle. '
Mr. Richard said that is one re:-

son why he is planning short, 15-
minute shows that would repeat
within a week. Each 15-minute seg-
ment would be one-half of a full

30-minute program.
But, before Mr. Richard can say

"lights. camera, action" he must
raise $.3 million to $5 million to get
the Insurance Broadcast System off
the ground.

Mr. Richard said he is close tz

finding sponsors, but he declined t.
say who they might be.

"I can't mention their names be·

cause we are in negotiations right
now," he said.

Still, he is confident IBS will hap-
pen.

"I'm fairly certain at this poin:
we're looking at the first quarter (o'
1995) for me to flick the switch on-'

Mr. Richard said.

While he plans to welcomz insur-
ance company subscibers, he does
not want them as initial ines:ors.

"It could be perceived as bought
and paid for by the insurance indus-
try," Mr. Richard said. "We must be
able to give the news and giv. the is-
sues in a fair way."

Rob Bonomolo, ass.stant vy· of ad-
vertising for Reliance Nationa_ Insur-
ance Co., said $700 is inexpensive
enough for an insurance con-_oany.

"I know the industry i: ine in
which education and continuing ed-
ucation is always in demand be-
cause insurance changes everyday,"
Mr. Bonomolo said Relian=e Na-

tional was the major spor:;or be-
hind "The Premium Dollar Today."

"This whole thing hinges on what
the offering is. If the offering is sig-
nificant, a lot of companies will go
for it," he said.

And, if the programming s good
enough, it could also prove:o be a
time saver.

"The question is how much time
can you spend reading atid how
much -ime can you spend traveling
to education programs?" thz CPCU
Society's Mr. Marks said.

"Those are time-intensive activi-

ties." ill
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Wby wait foryour dients to ask you about an EAP?_4sk your clients.1

THE JERNBERG CORPORATION **.,. Phone: 1-800-343-3028

10 Chestnut Street, Worcester, MA 01608 .
Far: <508) 753-0902
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Corporate buyers
are a

keystroke awa,6

Brs Directory of U.S.-Based Corporate Buyers of Insurance, Benefit Plans and Risk Management Services, published
for 12 years in a printed volume. now is available in an electronic edition for IBM-PC and compatible computer users.
Now, you can print your own labels or reports in a variety of formats with the touch of a key.

The new BID Software is a self-contained program ... just load it in and put it to work. Each alphabetical listing includes:
• company name, address, telephone and fax
• nature of business

• company size in assets or sales

• number of employees

• corporate buying influentials by name, title and area of responsibility.

The BID Software

• puts more than 14,000 corporate buying influentials from nearly 2,700 companies throughout the U.S. at your
fingertips

• puts the facts and figures you need easily at hand
• lets you search by compa,ny name; geographic location - including city, state or zip code; company size - by range

in assets, sales or number of employees; or indiviual's name, title or area of responsibility.

And, with BID Software

• mailing labels or hard ccpy reports are just a keystroke away.

To install and use the BID Software you must have:
I an IBM-PC or 100% corrpatible computer • 512K RAM

I 3.5" or 5.25" low density floppy • DOS version 3.1 or above

• 7MB free hard disk space

To order the 1994/95 BID Software for the Business /nsurance Directog of US.-Based Corporate Buyers for only $595,
complete the form below and mail to:

Dorothy Wood, BID Software
Business Insurance

965 East Jefferson Avenue, Detroit, MI 48207

Or, fax your order to: Dorothy Wood, BID Software, 313-446-1650

Format for BID Software: 0 3.5" disk 3 5.25" disk

Residents of the following states are required to pay corresponding sales tax:
CA ... 71/4% IL ... 83/4% MI „. 4% NY ... 4% VYC ... 81/4% OH ... 5%

Enclosed is a check for $ payable zo Business Insurance,

or charge my: O VISA O AmEx O Masterlard O Discover

Account #

Name

Title

Company

Address

City

Phone ( _____ )

Expiration Date:

State

Fax ( )

Zip

\

ORDER

FORM

Business
insurance®
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Survey rates brokers
NEW YORK-Sedgwick James

Inc.,the New York-based broker-
age arm of Sedgwick Group P.L.C.,
was rated first in overall perfor-
mance in a survey of risk manag-
ers.

Behind Sedgwick James were
New York-based brokers Johnson
& Higgins, in second place, and
Marsh & McLennan Cos. Inc., in

third place.
Other brokers that risk managers

rated highly included: Chicago-
based Rollins Hudig Hall Co.,
which came in fourth; Nashville,
Tenn.-based Willis Corroon Corp.,
in fifth; and New York-based Alex-
ander & Alexander Inc., which was
rated sixth.

The survey, conducted by Cor-
porate Finance magazine, asked
1,000 risk managers at the 1,000
largest U.S. non-financial compa-
nies to rate the performance of
their insurance brokers.

Respondents were asked to rate
the brokers on a scale of 1 (excel-
lent) to 4 (poor) on the following
categories:
• Cost, meaning how reasonably

the broker prices its services.
• Design, or the broker's ability

to develop a comprehensive insur-
ance program.

• Capacity, or how well the bro-
ker lines up necessary levels of cov-
erage.

• The usefulness of the compa-
ny's consulting services.
• The company's support ser-

vices for self-insurance.

• The broker's local market net-

work for placing international in-
surance progtams.

According to the respondents,
Sedgwick scored best in the areas
of cost, design, capacity and sup-
port, and received an average score
of 1.72.

J&H was rated best in global re-
sources, tied with Sedgwick on
support services and finished just
behind Sedgwick with an average
score of 1.80.

M&M, with an average score of
1.92, was rated best in capacity
and tied with Sedgwick in consult-
ing services but slightly behind
J&H in global resources, according
to the survey.

For more information or to ob-

tain copies of the survey, contact
Corporate Finance, 1328 Broad-
way, New York, N.Y. 10001.

CSR program revised
ALEXANDRIA, Va.-The Inde-

pendent Insurance Agents of
America is revising its Accredited
Customer Service Representative
designation program in an effort
to make it stronger, more challeng-
ing and more comprehensive.

The IIAA, which recently revised
its ACSR training modules on ho-
meowners and personal auto cov-
erages, plans to revise seven tech-
nical training modules in all.

The agents association is work-
ing with the American Institute for
Chartered Property Casualty Un-
derwriters in revising the ACSR
program. Participants in the pro-
gram, which is offered in a self-
study format, may earn the ACSR
designation in commercial lines or
personal lines or both.

For more information, contact

Karen Stallings, Director of Educa-
tion, Independent Insurance
Agents of America, 127 S. Peyton
St., P.O. Box 1497, Alexandria, Va.
22313-2097.

Agents E&0 program
SIMSBURY, Conn.-A new pro-

fessional liability program for in-
surance agents and brokers has
been unveiled by underwriting
manager Executive Risk Manage-
ment Associates of Simsbury,
Conn.

The professional liability policy,
written by Executive Re Indemnity
Inc. and Executive Re Specialty In-
surance Co., is available to li-
censed agents and brokers on a
claims-made form, with defense
expenses included Within the pol-
icy limits.

Limits of up to $5 million are
available on a primary or excess
basis. Minimum premium is
$5,000 and deductibles are offered
starting at $2,500.

For more information about the

coverage program, contact Execu-
tive Risk, 82 Hopmeadow St., P.O.
Box 2002, Simsbury, Conn.
06070-7683; 1-800-432-8168.

NY Life agent honored
NEW YORK-New York Life In-

surance Co. recently named Larry
M. Kachler president of the New
York Life Council for outstanding
sales and service as a New York Life

agent.

Mr. Kachler, a Houston-based
agent who joined New York Life in
1978, serves more than 300 pri-
marily group life clients.

New York Life, which has 8,183
agents nationwide, gives the presi-
dency of the council each year to
the agent who has generated the
highest sales figure.

Banking bill idle
LANSING, Mich.-A bill that

would prohibit Michigan banks
from selling insurance did not see
action before state legislators left
to campaign for the November
elections.

But, the Michigan Assn. of Insur-
ance Agents, which urged state
senators to vote on H.B. 5281 be-

fore adjourning for the elections,
hopes the legislation will be taken
up during the "lame duck" session
between the November elections

and the December holidays.

A spokesman for the agents asso-
ciation said MAIA is open to com-
promise but is still committed to
getting the bill passed.

N.Y. prep courses
NEW YORK-Preparatory

courses for the New York state li-

censing examinations for agents
and brokers of property/casualty
insurance are being offered by
Baruch College's Division of Con-
tinuing Studies.

Classes are scheduled during the
evenings and on Saturdays at class-
rooms in midtown Manhattan and

will include monthly practice ex-
ams.

For more information, contact
Carol Wood, Manager of Confer-
ences, Seminars and Special Pro-
grams, Baruch College, The City
University of New York, 17 Lexing-
ton Ave., New York, N.Y. 10010;
212-447-3020.

IIAA hires specialist
ALEXANDRIA, Va.-Alessandra

Aubert has been named agency op-
erations specialist at the Indepen-
dent Insurance Agents of America.

Ms. Aubert is a former senior

professional liability underwriter
at Monterey, Calif.-based Accoun-
tants Professional Liability System,
where she was responsible for un-
derwriting and loss prevention,
ratemaking and pricing of the
book of business, competition
analysis and providing input for
agency evaluations.

At the IIAA, Ms. Aubert's duties
will include coordinating activities
and managing projects to improve
agency operations and practices.
She will also participate on the
IIAA's Presidential Commission to

Enhance Agency Value and play a
key role in the organization's Best
Practices study, a report that illus-
trates what makes the nation's top
agencies successful.

P/C sourcebook
DES PLAINES, Ill.-The National

Assn. of Independent Insurers has
published an Insurance Organiza-
tion Sourcebook, a reference vol-
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ume that lists information about

more than 75 property/casualty or-
ganizations and associations.

The book provides descriptions
of each organization and includes
the names of contacts, addresses,

telephone numbers and how to ac-
cess information available from

those organizations.

Information on the following
groups is contained in the Source-
book: national trade associations

of insurance companies, national
trade associations of insurance

producers, research organizations,
statistical organizations, profes-
sional education organizations,
company rating services, loss pre-
vention and loss control organiza-
tions and other insurance-related

groups.

Free copies are available to NAII
members. Non-members may ob-
tain copies for $50 each by calling
Patricia Muffier of the NAII Re-

search and Technical Services De-

partment at 708-297-7800.

Surety hot line
A national telephone hot line on

surety bonding for insurance agen-
des has been established by Ameri-
can Insurance Agencies Inc., a na-
tional managing general agent for
surety products, and Frontier
Bonding Service Inc., the AIA's
Western regional general agent.

Called the "Powerline," the toll-

free number provides free advice
and information to help large and
small agencies and their clients
understand bond obligations and
underwriting criteria.

The hot line, 800-978-7389, can
be accessed from any telephone in
the United States from 9 a.m. to 5

p.m. in every time zone. For more
information, contact American In-
surance Agencies Inc., 1575 Deluc-
chi Lane, Suite 207, Reno, Nev.
89502; 702-826-0191.

IIAA convention

ALEXANDRIA, Va.-The Inde-
pendent Insurance Agents of
America will hold its 99th annual

convention Oct. 22-26 in Orlando,
Fla.

Dick Cheney, secretary of de-
fense under President Bush, will
deliver an address on domestic and

foreign affairs at the convention.
For more information or to regis-

ter, contact Betty McAuliffe, IIAA
Conventions, 127 S. Peyton St., Al-
exandria, Va. 22314; 800-221-
7917.

dent agents organization, repre-
sents more than 280,000 agents
and employees in property/casu-
alty and life/health insurance.

Agency self-audit

Inc., a brokerage unit of American
International Group Inc., is offer-
ing an employment practices self-
audit program to help agents and
brokers identify employment prac-
tices exposures.

"The Employment-Labor Law
Audit," available in four booklets
authored by human resource and
legal experts, is designed to help
agency principals understand im-
portant employment, workplace
and legal issues.

Each agency self-audit provides
an analysis of the economic and
legal consequences of agencies'
employment activities and poli-
cies.

Subscriptions to the self-audit
program are available for $49.99
each from Morefar Marketing Inc.,
401 City Ave., Suite 210, Bala Cyn-
wyd, Pa. 19004; 215-667-7584.

m now on Internet

NEW YORK-Agents and brokers
as well as insurance companies can
now find products and services
from the Insurance Information

Institute on the Internet, a global
web of computer networks.

Consumer publications, bro-
chures and financial results for the

property/casualty industry will all
be online and updated quarterly.
All of these can be accessed

through this address: GOPHER.IN-
FOR.COM.

For more information on avail-

able services, contact Marjorie
Continued on nextpage

Want specialty" insurance

withapersonal touch?
Talk to the B r ownyar«Is.

The personal, "hands-on"
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 of those areas,
agents and brokers have come
to count on the Brownyards
for steady, dependable cover-
age year after year-through
soft and hard markets alike.

Put the unique Brownyard
personal approach to work for
you. Talk to Brendan or Bryan
-for security guard, country
club and pest control cover-
ages that you and your clients
can always Talk to the
count on.

Brownyal[s.

THE BROWNYARD
\ GROUP

21 Maple Avenue, CN9175 Bay Shore, NY 11706-9175
(800) 645-5820 • In NY: (516) 666-5050 • FAX: (516) 666-5723
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•EVENTS•

RISK MANAGER OF THE YEAR

AND RISK MANAGEMENT HONOR ROLL AWARDS
These awards recognize indi vidual accomplishments in the field of risk
management. For nominating forms and rules, write or call:

BUSINESS INSURANCE • Editorial Department
740 N. Rush St. • Chicago, IL 60611-2590
phone: 312/649-5319 • fax: 312/280-3174

EMPLOYEE BENEFITS COMMUNICATION AWARDS
The EBC awards honor employers for excellence in communicating
benefits programs totheiremployees. Insurance companiesand consulting
firms also are recognized for their participation in the preparation of
award-winning communication programs. For entry forms and rules,
write or call:

BUSINESS INSURANCE • Communication Services

220 E. 42nd St. • New York, NY 10017-5806
phone: 212/210-0299 • fax: 212/210-0704

WORKERS COMPENSATION CONFERENCE
Presented in conjunction with 1BF Conferences, this event addresses the
specific concernsofcorporate executives managing workerscompensation
programs and rehabilitation services. Sessionscoverthisrapidlychanging
environment and creative and innovative strategies to curb costs. For
details on registration or exhibition,write or call:

BUSINESS INSURANCE • Communication Services

220 E. 42nd St. • New York, NY 10017-5806
phone: 212/210-0299 • fax: 212/210-0704

• SERVICES •

REPRINT SERVICES

8/'s Reprint Department can provide reprints, in quantities of 100 or
more, of any article appearing in the weekly newsmagazine. Legal
permission, complying with U.S. copyright laws, also can be provided to
companies wishing to reprint, on their own, material appearing in the
newsmagazine. For information, write or call:

BUSINESS INSURANCE • Reprint Department
740 N. Rush St. • Chicago, IL 60611-2590
phone: 31 2/649-5319 • fax: 312/280-3174

ARTICLE FAX SERVICE

For article photocopies sent by fax on the same day, call us with your
credit card information, specify W issue date and article headline. The
charge is $7.50 per copy/per article. In-publication directories are not
available by fax.

BUSINESS INSURANCE • Reprint Department
740 N. Rush St, • Chicago, It 60611-2590
phone: 312/649-5398 • fax: 312/280-3174

SINGLE COPY SALES

Toorderany current orback issue of B/. call the singlecopy salesdivision
of Bl's Circulation Department:

800/678-9595

· DIRECTORIES •

DIRECTORY OF BUYERS

The Business /nsurance Directory of U.S.-Based Corporate Buyers of
insurance, Benefit Plans and Risk Management Services contains
alphabeticallistingsof nearly 2,300 U.S. corporations. You'll findnames
and titles of over 12,000 executives responsible for risk management,
employee benefits and more - plus vital company facts and figures. To
order a printed copy or the directory on disk, call:

313/446-1623

The directory is also available on computer tape. For details, call:
313/446-1625

Toorderyourcopyofthenew Business Insurance Directory of Corporate
Buyers Based Outside the U.S.. available October 1994, call:

313/446-1623

DIRECTORY OF HMOs and PPOs
The 1993-1994 Business Insurance Directory of HMOs and PPOs is
published as part ofa special Managed Care Market Report. The directory
contains profiles of over 1,700 HMOs and PPOs across the country -
organized alphabetically by state. To order, call:

313/446-1609

IN-PUBLICATION DIRECTORIES

Business h,surance publishes 20comprehensive in-publication directories
during the year, making access to services and suppliers easy. Providing
detailed listings of firms in specialized areas, B/'sdirectories give readers
a direct toute to better management techniques and eliminate frustrating
hours researching services and suppliers available in the marketplace.
For a listing of B/'s in-publication directories, call:

Directory information: 312/649-5279

For more information, call one of the numbers listed below:
Advertising information: 212/210-0228

Subscription information: 800/678-9595
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Institute, 110 William St., New
York, N.Y. 10038; 212-669-9264.

Market still soft
SANTA MONICA, Calif.-The

commercial lines insurance market
remains soft, though the personal
lines market is hardening slightly, a
recent survey of agents says.

Insurance Marketing & Manage-
ment Services, a Santa Monica, Ca-
lif.-based organization that pro-
vides marketing and management
services to the insurance industry,
surveyed hundreds of agents and
brokers throughout North America
in compiling its Market Condition
Report.

The survey asked insurance pro-
ducers in 37 states and seven Cana-

dian provinces during the summer
to rate the commercial lines market

on a scale of 1 (soft) to 10 (hard).
Agents and brokers gave the market
an average rating of 4.53. An IMMS
report conducted in January listed
the market rating at 4.61.

The personal lines market was
firmer, receiving a 6.51 rating com-
pared with 6.21 in the earlier sur-
vey.

Broken out by region, average

commercial lines market ratings
ranged from 3.5 on the West Coast
of the United States to 6.2 in Can-

ada. Average ratings for the per-
sonal lines market varied from 5.96
in the Northeast to 7.05 on the
West Coast.

IMMS conducts the market sur-

vey among its agent and broker
members twice each year.

For information about the latest

survey, contact Insurance Market-
ing & Management Services, 525
Broadway St., Suite 300, P.O. Box
2440, Santa Monica, Calif. 90407-
2440; 800-753-4467.

Life foundation
SAN ANTONIO, Texas-A task

force of life/health insurance agent
organizations has formed a non-
profit foundation to promote life/
health insurance.

The Life and Health Insurance
Foundation was established re-

cently by the "Industry Reputation
Task Force," which consists of
members of the Million Dollar
Round Table, the National Assn. of
Life Underwriters, the American So-
ciety of Chartered Life Underwrit-
ers & Chartered Financial Consult-

ants, the General Agents & Manag-
ers Assn., the Assn. for Advanced
Life Underwriting and the Assn. of
Health Insurance Agents.

LIFE will conduct research and

analyze industry data to develop a
consumer information program
that will focus on the importance
of life insurance in financial plan-
ning and security. The foundation
is supported by a three-year, $3
million grant from the six ageht or-
ganizations.

Agent recruiting
FARMINGTON, Conn.-Recruit-

ment of new insurance agents is
declining, according to a survey by
LIMRA International.

"U.S. Recruiting Trends," a quar-
terly survey of 83 companies con-
ducted by LIMRA International, an
insurance industry marketing re-
search organization, found that re-
cruiting of inexperienced full-time
ordinary agents fell 11% in the sec-
ond quarter compared with the
same period in 1993. Recruiting of
multiple-line exclusive agents de-
clined 2%, the survey found.

Total recruiting results were
mixed, but recruiting of full-time
ordinary agents is down 10% for
the quarter and down 13% for the
year to date. But, recruiting of bro-
kers and subproducers is up 14%
for the quarter and up 7% for the
year.

Farmington, Conn.-based LIMRA
International has 600 member

companies and offices in the
United Kingdom and Australia. Il
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Sony unit offers domestic partner benefits
CULVER CITY, Calif.-Sony

Pictures Entertainment will pro-
vide family health insurance cov-
erage to same-sex domestic part-
ners beginning Jan. 1.

Same-sex domestic partners
that have been living together for
at least six months can qualify for
the coverage, which is identical to
family health care coverage of-
fered to married couples.

Eligible employees will be able
to choose among three health
maintenance organizations, as
well as Sony's self-insured indem-
nity plan coverage, and will pay
the same deductibles and copay
ments as married couples.

However, because the Internal
Revenue Service does notrecog-
nize same-sex partners for tax
purposes, employees who elect the
coverage will be taxed on the cost
of the coverage, explained Doug
Rotatori, executive director of
corporate benefits at Sony Pic-
tures Entertainment in Culver

City, Calif.
Employees will be able to

choose this new option during the
company's annual benefits open
enrollment in October and No-

vember.

Sony Pictures Entertainment is
a unit of Sony Inc. and includes
Columbia Pictures, Tri-Star Pie-
tures and Loews Theaters. Mr.

Rotatori said the company expects
10 to 15 employees out of 3,100 to
elect the new coverage.

Sony Chairman and Chief Exec-
utive Peter Guber said extending
health benefits to same-sex do-

mestic partners "has been an im-
portant priority of ours for a long
time."

-By Christine Woolsey

Mother-friendly firms
NEW YORK-Corporations that

offer employees notable work and
family benefits are beefing up
support for child care, flexible
work schedules and management
opportunities for women, accord-
ing to a new survey.

The October issue of Working
Mother magazine reports that the
100 best companies for mothers
excel in pay, opportunities for
women to advance, child care
support and other family-friendly
benefits, such as flextime, job-
sharing and elder care resource
and referral services.

The 10 best companies, accord-
ing to the Working Mother survey,
in alphabetical order are: AT&T
Corp., Barnett Banks Inc., Fel-Pro
Inc., Glaxo Inc., John Hancock

Mutual Life Insurance Co., Inter-
national Business Machines Corp.,
Johnson & Johnson, Lancaster

Laboratories Inc., NationsBank
Corp., and Xerox Corp.

Many of the companies cited on
the list have more than their fami-

ly-friendly benefits in common:
they tend to be clustered in cer-
tain industries and regions of the
country.

Eleven of the 100 companies
listed are in the insurance indus-

try. Six of the firms are in bank-
ing, six are in financial services
and six are high technology firms.
Five hospitals also were repre-
sented on the list, as were four
pharmaceutical firms.

Six regions of the country
claimed nearly half of the 100
companies cited: 12 companies are
located in the metropolitan Chi-
cago area, eight are in California,
eight are in Massachusetts, eight
are in the metropolitan New York
City area, seven are in New Jersey
and five are in North Carolina.

Although onsite child care cen-

Benefit Beal

ters remain a rarity among Ameri-
can businesses, 51 of the 100 com-
panies on the list offer onsite
child care.

Firms on the list that are about

to open or have opened an onsite
child care center in the past year
include BE&K Engineering &
Construction; First Chicago Corp.;
Mattel Inc.; MBNA America Bank,
NA; Motorola; Quad/Graphics
Inc. and Wegmans Food Markets
Inc.

The size range of companies
cited for their work and family
benefits varies greatly. The small-
est company listed is G.T. Water
Products Inc., of Moorpark, Calif.,

which has only 24 employees.
General Motors Corp. of Detroit is
the largest firm on the list, with
358,500 employees.

-By Deborah
Shalowitz Cowans

IBM creates new plan
ROCHESTER, Minn.-Interna-

tional Business Machines Corp.
will offer employees in Rochester,
Minn., a new managed care plan
during open enrollment this Octo-
ber.

The 15,000 ernployees and de-
pendents that live and work near
Rochester don't have access to the

myriad managed care programs
available in the Minneapolis/St.
Paul area, an IBM spokesman
said.

As a result, IBM teamed up with
the Mayo Clinic in Rochester to
develop a network of providers in
nearby communities.

Employees can choose primary
care physicians from several Mayo
clinic locations, including Roches-
ter, Kasson, Kenyon, Plainview
and Wabansha, Minn.; as well as

Olmsted Medical Group locations
in Rochester, Byron, Elgin, Hat-
field, Hayfield, Pine Island, St.
Charles, Spring Valley and Stew-
artville, Minn.

IBM employees can choose to
enroll in the new health plan, or
continue to receive coverage un-
der an existing fee-for-service
plan.

The new health plan, called
Mayo Choice, will operate like a
point-of-service plan.

.....

Employees who choose to seek
care from non-network providers
will pay higher deductibles and
copayments.

For example, an office visit to a
network provider will cost $15 per
visit, while an office visit to a
non-network provider will cost
$30 plus 30% of charges.

Employees can enroll in Mayo
Choice in October, for a Jan. 1 ef-
fective date.

Mayo developed the program
specifically for IBM, but will use
it as a" model for future collabo-

ration with other companies,"
said Dr. Richard Tompkins,
Mayo's director for managed care
systerns.

Mayo would not comment on
how providers will be reimbursed,

-By Christine Woolseu
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Here's Your FNe Guide to the HPR Market
New travel kit of maps and brochures helps you access The New IRI • 8 New
Underwriting Areas • 16 Technical Service Centers • Leading HPR insurer
offers global capacity and stability backed by $120 Billion in assets and
$30 Billion in surplus • 47,000 insured properties in over 70 countries

For your free copy of The New IRI Tour Book, contact

From outside the USA, call (203) 520-74I2.
Trish Sasso, IRI Marketing at I-800-243-8308, Ext. 74I2.

©1994 Industrial Risk insurers, Hartford, Connecticut
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ASK A BENEFIT ACTUARY
PBGC and GATT make

strange bedfellows

A Are PBGC and GATT just
alphabet soup?

No, PBGC and GATT are not

just alphabet soup, but I can see
how one might think so. The
Pension Benefit Guaranty Corp. is
the federal agency that insures
defihed benefit pension benefits
against the risk of insolvency of
the plan sponsor. The General

Agreement on Tariffs and Trade is a significant treaty
designed to promote international trade and reduce
tariffs. It is anticipated that many countries will
adopt this agreement.

The ability to confuse PBGC and GATT for
alphabet soup arises because of legislation expected to
be considered by Congress during the week of Oct. 3.
This legislation would attach a bill providing for
changes in pension law sought by the PBGC to the bill
to approve the GATT treaty (BI, Sept. 26).

The attachment of these disparate bills arises
mainly for political reasons, rather than sound public
policy considerations. GATT will reduce tariffs
collected by the federal government. In order to make
up for this lost tax revenue, Congress must raise
revenues in the same bill.

The PBGC and other pension-related provisions
would raise revenues estimated at $963 million over
five years. In addition, some of the principal
opponents of the PBGC bill, including large Fortune
500 firms, will also be some of the principal
beneficiaries of GATT. The attachment of the PBGC

bill to the GATT treaty makes it much more likely
that the PBGC bill will pass during this session of
Congress.

However, defined benefit plan sponsors should be
concerned about this political maneuver because of
the onerous changes made by the PBGC bill. Some of
these changes include:
• Big increases in the PBGC variable premium for

underfunded plans through the repeal of the current
$53 per participant cap. These premium increases are
not offset by reductions in premiums for well-funded
plans.

• The Internal Revenue Service would get new
power over actuarial assumptions. IRS approval
would be required for assumption changes which
increase unfunded current liability by certain
amounts.

• The bill would increase contributions to pension
plans through changes in assumptions for current
liability. The current liability is the basis for the
deficit reduction contribution, which is a part of the
minimum funding calculations for qualified plans.

The mortality assumption for calculating current
liability would also be the 1983 GAM table, which is a
conservative mortality table. This mortality
assumption will increase current liability by 10% for
many plan sponsors. The maximum interest rate used
for calculating current liability would also be reduced
from 110% of the four-year weighted average of
interest rates on 30-year Treasury bonds to 105%.
This reduction would be phased-in over five years.
• The full funding limit will have a "floor" (a

minimum amount) equal to 90% of the current
liability less plan assets. This change will subject
some plan sponsors to a double whammy. The affected
plan sponsors will be those who have not been
required to make a contribution to a defined benefit
pension plan because the plan is fully funded, and
which will no longer have a fully funded plan because
of the new full funding limit floor. The double
whammy will be that the plan sponsor will have both
a contribution requirement and a PBGC variable
premium due. A variable premium will be due because
the plan will no longer qualify for the premium waiver
based on the plan's fully funded status.

These changes will generally be effective for 1995.
There are some transition rules that will lessen the

immediate impact of these changes.
The attachment of the PBGC bill to the GATT treaty

reflects yet another example of retirement income
policy gone out of control in the United States. Policy
is driven by tax revenue considerations and political
horse trading.

Little or no consideration is given to the impact
these changes have on the administrative costs of the
changes or whether greater benefit security will be
achieved through these changes.

Indications inside the Beltway are that the next big
policy issue-after health care reform-will be
retirement income policy. The nation's experience to
date on health care reform does create confidence that

Congress is up to tackling complex policy issues in the
employee benefits arena. However, an attempt to
enact laws after considering retirement income policy
issues would be a welcome change from the current
state of affairs.

Would you like advice from an experienced colleague
on a risk management, benejits management or actuarial
problem? Four quarterly features in the Perspective
section Of Business Insurance can give you some answers.

Ask A Casualty Actuary, Ask A Benefit Actuar Ask A
Benefit Manager and Ask A Risk Manager answer written
questions from readers on risk and benefits management
issues and actuariat problems.

This month's column on actuarial

»ty*, · y, issues in the benefits field is written by
«' - ' . " s William J. Miner, an actuary with The

Wyatt Co. in Chicago. Richard E.
-6. Sherman, president of Richard E.

, % Sherman & Associates Inc. in Ashland,
» Ore., answers actuarial questions in the

casuaty field. Susan M. Werner,
director of risk management at
Hardee's Food Systems Inc. in Rocky
Mount, N.C., answers risk managementMr. Miner
questions. Dennis J. Nirtaut, manager

of emptoyee benefits at Continental Bank Corp. in
Chicago, answers questions on employee benefit ptans.

Address your questions to ASK Business Insurance,
740 N. Rush St., Chicago, Itt. 60611. Please give us your
name. title and employer, however, Business Insurance
witt consider unsigned letters.

CGL policy does not cover late-reported claims
A comprehensive general liability

policy did not cover environmental
liability claims against a former
policyholder where the damage, even if
it occurred during the policy periods,
was not reported to the insurance
company until some 21 years later,
according to the Supreme Court of
Rhode Island.

Between 1961 and 1966, Textron Inc.

purchased from Liberty Mutual
Insurance Co. five successive CGL

policies, each with identical terms. The
policies covered claims for physical
damage or personal injuries occurring
during the policy periods.

The policies also provided that, if at
the time a claim is made against
Textron, it was no longer covered by a
liability policy issued by the insurance
company, then the policy would not
apply to any injury or property loss
which was not reported by the
policyholder to the insurer within one
year after the policy period.

In the mid to late 1980's, numerous

actions were brought against Textron
for environmental contamination.

Textron first reported the
environmental-based claims to the

insurer in August 1987, which was 21

Legal Briefs

years after the expiration of the last
Liberty policy.

Liberty refused to defend against or
provide indemnification for the claims,
asserting Textron failed to report it
within one year after the last policy had
expired.

Textron sued Liberty and lost in the
trial court.

The appellate court concluded that
there was no ambiguity in the policies,
which clearly imposed two
requirements before coverage was
attached:

1. The property damage must occur
during the policy period.

2. And, if Textron was no longer
insured by Liberty, such damage must
be reported within one year of the
expiration of the policy.

In this case, the court said, both
requirements were clearly not met. The
trial court decision was affirmed.

Textron Inc. vs. Liberty Mutual
Insurance Co., Supreme Court of Rhode
Island, April 8, 1994 (BU01/Nov.
-$10).

Criminal activity exclusion
A dependent wife's medical expenses

resulting from her participation in
criminal activity were not covered
under an employee's Employment
Retirement Income Security Act
medical plan, according to the U.S. 7th
Circuit Court of Appeals.

Audrey Chapter swerved her car into
oncoming traffic and collided with two
cars, killing a passenger in one. Audrey
was badly injured herself, sustaining
permanently disabling brain damage.
She was indicted for reckless homicide

because of high levels of alcohol found
in her blood.

Because of her brain damage, it was
unlikely that she would ever be
competent to stand trial. Audrey was a
participant in her husband's ERISA
medical plan by virtue of her dependent
status.

The plan excluded coverage for any
charges incurred resulting from
participation in criminal acts and/or
any ille*al activities in which the
participant was determined to be the
aggressor. Mr. Chapter acknowledged
the applicability of this exclusion but
argued that, under Illinois law, he had

an obligation to pay for his wife's
medical expenses. Since he had not
participated in his wife's criminal
activity, he argued that he was entitled
to have her medical expenses
reimbursed. The trial court found in his

favor.

The appellate court disagreed and
reversed. The court concluded that Ms.

Chapter, not her husband, was the plan
participant here who incurred the
medical expenses for the injuries she
sustained in the accident and she, and
therefore her husband as well, was
barred from reimbursement for those

expenses by her participation in
criminal activities.

Chapter vs. Monfort of Colorado Inc.,
U.S. 7th Circuit Court of Appeals,
March 28, 1994, Rehearing and

suggestion for rehearing en banc denied,
April 28, 1994 (BI/03/Nov.-$10).

These abstracts were prepared by
Mayo H. Stiegler. Copies of these
decisions are available by sending a $10
check payable to Mayo H. Stiegler, to
Business Insurance, 740 N. Rush St.,

Chicago, Ill. 60611-2590. List the
number for each opinion.
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Datebook

OCTOBER

OCT. 9-11. Alliance of American In-
surers Annual Marketing and Com-
munication Management Conference
in Atlanta; $430 for Alliance mem-
bers, $550 for non-members. Sue
Christiansen, Alliance of American
Insurers, 1501 Woodfield Road, Suite
400 West, Schaumburg, Ill. 60173-
4980; 708-330-8595.

OCT. 11. CPCU Society of New York
49th Annual Conferment luncheon for
in New York; $60. For information,
contact the CPCU Society of New
York, 914-699-2020.

OCT. 11-12. Analyzing Property/Ca-
sualty Insurance Company Financial
Statements seminar in New York,
sponsored by The College of Insur-
ance; $525. The College of Insurance,
101 Murray St., New York, N.Y.
10007-2165; 212-815-9201.

OCT. 12-13. Analyzing Life/Health
Insurance Company Financial State-
ments seminar in New York, spon-
sored by The College of Insurance;
$525. The College of Insurance, 101
Murray St., New York, N.Y. 10007-
2165; 212-815-9201.

OCT. 11 -14. Methods and Tools for
Quality Improvement course in Min-
neapolis, sponsored by the Institute
for Healthcare Improvement; $1,600.
Institute for Healthcare Improvement,

1 Exeter Plaza, Ninth Floor, Boston,
Mass. 02116: 617-424-4800.

OCT. 12. Planning Ahead: The Insur-
ance Marketplace 1995-1996 seminar
in New York, sponsored by Willis Cor-
roon Corp.; no charge. Debbie
Ciaburri, Administrative Assistant,
Willis Corrcon Corp. of New York, 7
Hanover Square, New York, N.Y.
10004-2594; 212-837-0692.

OCT. 12. loth Annual Health Care
University & Exposition in Wheeling,
Ill., sponsored by the Chicago &
Northeastern Illinois Assn. of Health
Underwriters; $50. Contact Scott
Shalek, 708-587-6966.

OCT. 12-14. Twenty-Fourth Interna-
tional Insurance & Risk Management

Conference in London, sponsored by
Management Centre Europe; 90,000
Belgian francs ($2,658) for members of
the American Management Assn./In-
ternational, 100,000 Belgian francs
($2,953) for non-members, 80,000 Bel-
gian francs ($2,362) for corporate risk
managers. The Accounts Department,
Management Centre Europe, rue Car-
oly 15, B-1040 Brussels, Belgium;
32-2-5161911.

OCT. 12-14. Quality and the Risk
Management Process seminar in At-
lanta, sponsored by the Risk & Insur-
ance Management Society; $700 for
RIMS members, $800 for non-mem-
bers. Risk & Insurance Management
Society Education Department, 205 E.
42nd St., New York, N.Y. 10017; 212-
286-9292.

One of the biggest mistakes a legal malpractice insurer can make is to judge a law firm simply by the
fields in which it practices.

At Executive Risk Management Associates, our Lawyers Professional Liability program for large firms is
staffed by experienced attorneys who know that large law firms are set apart not only by what they do, but
how well and car#ully they do it. Our attorney-underwriters assess your firm on its own merits, recognizing
practice excellence and effective risk management. Since we work with you lawyer to lazvyer, we understand

the business you do and can tailor coverage for your firm's specific needs.

.D

Find out how all this know-how can translate into superior lawyers professional liability coverage at a
reasonable price, written by the Executive Re insurance companies-specialists in professional errors and
omissions insurance. Contact your agent or broker, or call our attorneys at Executive Risk Management
Associates, 82 Hopmeadow Street, Simsbury, CT 06070-7683, 203-244-8900.

Executive Risk Management Associates is an underwriting manager for The Aetna Casualty
and Surety Company, Executive Re Indemnity Inc.,
and Executive Re Specialty Insurance Company. Executive Risk

Coverage may not be available in some states. Management Associates 
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OCT. 12-15. Eighth International Re-
insurance Congress in Hamilton, Ber-
muda, sponsored by Coopers & Ly-
brand and Hawksmere; $995. Hawks-
mere PLC., 12-18 Grosvenor Gar-
dens, London SW1W ODH; 071-824-
8257.

OCT. 13-14. Advanced Healthcare
Capitation & Risk Sharing conference
in Boston, sponsored by the Institute
for International Research; $1,295.
Also Oct. 24-25 in San Francisco.

Conference Administrator, Institute
for International Research, 708 Third
Ave., Fourth Floor, New York, N.Y.
10017; 1-800-345-8016 or 212-661-
8740.

OCT. 14-15. American Managed Care
& Review Assn. Quality and Utiliza-
tion Management Conference in At-
lanta; $575 for AMCRA members,
$675 for non-members. Marhea Per-
kins, AMCRA, 1200 19th St. N.W.,
Suite 200, Washington, D.C. 20036;
202-728-0506.

OCT. 16-19. American Managed Care
& Review Assn. 1994 Annual Managed
Care Conference in Atlanta; $700 for
AMCRA members, $800 non-mem-
bers. Marhea Perkins, AMCRA, 1200
19th St. N.W., Suite 200, Washington,
D.C. 20036; 202-728-0506.

OCT. 13-14. Disaster Planning and
Preparedness Workshop in Norwood,
Mass, sponsored by Factory Mutual
Engineering & Research; $495. Also
Dec. 8-9 in Santa Clara, Calif., and
Dec. 12-13 in Los Angeles. Factory
Mutual Engineering & Research,
Training Resource Center, Training
Department Enrollments, P.O. Box
9102, Norwood, Mass. 02062; 617-
255-4606.

OCT. 14. Earthquake Probable Maxi-
mum Loss seminar in Atlanta, spon-
sored by the Inland Marine Under-
writers Assn.'s Southeast Advisory
Committee; $55 for IMUA members,
$65 for non-members. Louis D. Tal-
madge, American Reinsurance Co.,
404-231-3628.

OCT. 14. Philly I-Day in Philadelphia;
$50. Philly I-Day, An Insurance and
Risk Management Experience, P.O.
Box 1499, 456 Public Ledger Building,
Philadelphia, Pa. 19105-1499; or con-
tact James LaPlante, 610-371-7644.

OCT. 16-18. Public Risk Management
Assn. Eastern Miniconference in
Asheville, N.C.; $175 for PRIMA mem-
bers, $225 for non-members. Lynne
Armstrong, PRIMA, 1117 N. 19th St.,
Suite 900, Arlington, Va. 22209; 703-
528-7701.

OCT. 16-19. Medical Case Manage-
ment Conference VI in San Diego,
sponsored by the Individual Case
Management Assn.; $385 for ICMA
members, $440 for non-members.
ICMA, 10809 Executive Center Drive,
Suite 105, Little Rock, Ark. 72211;
501-227-5553.

OCT. 17. Benchmarking: A Concept
for the '9Os seminar in Dallas, spon-
sored by the Dallas-Fort Worth Chap-
ter of the Risk & Insurance Manage-
ment Society; $75 for RIMS members,
$135 for non-members. Ruth Rober-
son, Rexene Corp, 5005 LBJ Freeway,
Dallas, Texas 75244; 214-450-9082.

OCT. 17-19. Fundamentals of Insur-
ance course in Charlotte, N.C., spon-
sored by the Risk & Insurance Man-
agement Society; $650 for RIMS mem-
bers, $750 for non-members. Also
Dec. 12-14 in Denver. Risk & Insur-
ance Management Society Inc., Edu-
cation Department, 205 E. 42nd St.,
New York, N.Y. 10017; 212-286-9292.

OCT. 17-21. The Essentials of Multi-

employer Trust Fund Administration
seminar in Brookfield, Wis., spon-
sored by the International Foundation
of Employee Benefit Plans; $1,125 for
IFEBP members, $1,250 for non-mem-
bers. Registrations Department, Inter-
national Foundation of Employee
Benefit Plans, P.O. Box 69, Brook-
field, Wis. 53008-0069; 414-786-6710,
ext. 257.

OCT. 18.-Doing Business in the Pacific
Rim: Emerging Markets seminar in
San Francisco, sponsored by the In-
ternational Foundation of Employee
Benefit Plans; $145. Also Oct. 20 in
New York. Registrations Department,
International Foundation of Employee
Benefit Plans, P.O. Box 69, Brook-
field, Wis. 53008-0069; 414-786-6710:
ext. 257.

Continued on next page



Continued from previous page
OCT. 18-22. Understanding Property-
Liability Contracts seminar in New
York, sponsored by The College of In-
surance; $900. Also Dec. 13-17 in New
York. The College of Insurance, 101
Murray St., New York, N.Y. 10007-
2165; 212-815-9201.

OCT. 19. Motor Truck Cargo seminar in
New York, sponsored by the Inland
Marine Underwriters Assn.; $125.
Tracey O'Donnell, Inland Marine Un-
derwriters Assn., 111 Broadway, New
York, N.Y. 10006; 212-732-3451.

OCT. 19-21. Second Annual Business
Insurance Workers Compensation Con-
ference in San Diego; $595 for risk,
benefit or safety managers; $795 for
service providers. IBF/International
Business Forum, 7 Penn Plaza, Suite
901, New York, N.Y. 10001; 212-279-
2525.

OCT. 19-21. International Risk and In-

surance Strategies course in Nashville,
Tenn., sponsored by the Risk & Insur-
ance Management Society; $800 for
RIMS members, $900 for non-members.
Risk & Insurance Management Society
Inc., Education Department, 205 E.
42nd St., New York, N.Y. 10017; 212-
286-9292.

OCT. 19-21. Capitation Rate Setting:
An Actuarial and Financial Workshop
in Chicago, sponsored by Global Busi-
ness Research; $1,195. Conference Ad-
ministrator, Global Business Research,
151 W. 19th St., Eighth Floor, New
York, N.Y. 10011; 212-645-4226.

OCT. 20. FMLA, ADA and CRA: How
to Avoid Making These and Other Ini-
tials the Focus of Your Next Lawsuit

seminar in Atlanta, sponsored by the
Society for Human Resource Manage-
ment; $310 for SHRM members, $375
for non-members. SHRM Seminars,
P.O. Box 1334, Merrifield, Va. 22116-
9905; 800-283-7476.

OCT. 20-21. Payer-Provider Systems
Integration conference in Reston, Va.,
sponsored by the Institute for Interna-
tional Research; $1,195.Conference Ad-
ministrator, Institute for International
Research, 708 Third Ave., Fourth Floor,
New York, N.Y. 10017-4103; 1-800-
345-8016 or 212-661-8740.

OCT. 24-25. Emerging Markets confer-
ence in New York, sponsored by the Fi-
nancial Advisory Council; $1,195. Fi-
nancial Advisory Council, 1-800-882-
8624.

OCT. 24-25. Securities Litigation con-
ference in San Francisco, sponsored by
the Practising Law Institute; $695.
Practising Law Institute, 810 Seventh
Ave., New York, N.Y. 10019; 212-765-
5710.

OCT. 24-26. National Human Re-

sources Information Technology Expo-
sition & Conference in San Jose, spon-
sored by Blenheim NDN Inc.; $825.
HMRS/EXPO 94, Registration Depart-
ment, 444 Castro St., Suite 1101,
Mount View, Calif. 94041; 1-800-232-
3976 or 415-966-8440.

OCT. 26-28. Techniques of Risk Con-
trol course in Scottsdale, Ariz., spon-
sored by the Risk & Insurance Manage-
ment Society; $650 for RIMS members,
$750 for non-members. Risk & Insur-
ance Management Society Inc., Educa-
tion Department, 205 E. 42nd St., New
York, N.Y. 10017; 212-286-9292.

OCT. 26-29. Seventh Annual National

Forum on Health Care Quality in Chi-
cago, sponsored by the Joint Commis-
sion on Accreditation of Healthcare Or-

ganizations; $625. Joint Commission on
Accreditation of Healthcare Organiza-
tions, P.O. Box 92295, Chicago, Ill.
60675-2295; 708-916-5070.

OCT. 30-NOV. 2. National Assn. of In-

dependent Insurers 49th Annual Meet-
ing in Honolulu; $350 for NAII mem-
bers, $450 for non-members. National
Assn. of Independent Insurers, c/o Pre-
mier Group, P.O. Box 5007,2550 West
Golf Road, Suite 900, Rolling Mead-
ows, Ill. 60008; 708-427-7260.

OCT. 30-NOV. 3. First Latin American

Conference of Risk and Insurance Man-
agement in Cancun, Mexico, sponsored
by the Latin American Assn. of Risk &
Insurance Managers; $750 for ALARYS
members, $850 for non-members. Insti-
tuto Mexicano de Administradores de

Riesgos, Queretaro 238 Desp. 201, Col.
Roma, C.P. 06700, Mexico, D.F.; 525-
264-74-59.

OCT. 31. General Liability Coverage

for Construction Exposures seminar in
Washington, sponsored by the Interna-
tional Risk Management Institute;
$275. International Risk Management
Institute Inc., 12222 Merit Drive, Suite
1660, Dallas, Texas 75251-2217; 800-
827-4242.

OCT. 31. Construction Insurance 101
seminar in Washington, sponsored by
the International Risk Management In-
stitute; $275. International Risk Man-
agement Institute Inc., 12222 Merit
Drive, Suite 1660, Dallas, Texas
75251-2217; 800-827-4242.

OCT. 31. Contractual Risk Transfer

seminar in Washington, sponsored by
the International Risk Management In-
stitute; $275. International Risk Man-
agement Institute Inc., 12222 Merit
Drive, Suite 1660, Dallas, Texas
75251-2217; 800-827-4242.

OCT. 31. Making Money with the
Surety Team seminar in Washington,
sponsored by the International Risk
Management Institute; $275. Interna-
tional Risk Management Institute Inc.,
12222 Merit Drive, Suite 1660, Dallas,

Texas 75251-2217; 800-827-4242.

NOVEMBER

NOV. 1. Preventing and Controlling
Fire Losses seminar in Pittsburgh,
sponsored by Factory Mutual Engi-
neering & Research; $295. Also Nov. 9
in Baltimore and Nov. 16 in Norwood,
Mass. Factory Mutual Engineering &
Research, Training Resource Center,
Training Department Enrollments, P.O.
Box 9102, Norwood, Mass. 02062; 617-
255-4606.

NOV. 1. Outsourcing Employee Bene-
fits seminar in Chicago, sponsored by
The Conference Board; $525 for Con-
ference Board associates, $650 for
non-associates. Also Nov. 4 in New

York and Nov. 8 m San Diego. The
Conference Board Inc., P.O. Box 4026,
Church Street Station, New York, N.Y.
10261-4026; 212-339-0345.

NOV. 1-3. The 14th Annual Construe-
tion Insurance Conference in Washmg-
ton, sponsored by the International
Risk Management Institute; $650.
IRMI, 12222 Merit Drive, Suite 1660,
Dallas, Texas 75251-2217; 800-827-

*
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NOV. 3-4. Seminar for Non-Insurance

Professionals in New York, sponsored
by The College of Insurance; $525. The
College of Insurance, 101 Murray St.,
New York, N.Y. 10007-2165; 212-815-
9201.

The Datebook is compiled *om notices

sent to Business Insurance. Notices

should be sent at least eight weeks in
advance to Datebook, Business Insur-
ance, 740 N. Rush St., Chicago, Ill.
60611-2590. Please include the cost, if
any, to attend the meeting and informa-
tion on registration. Business Insurance
reserves the Tight to select meetings of
interest to its readers and cannot guar-
antee that notices will be printed.

MARINE INSURANCE PROBLEMS?
No Prohibited Class 0/Business

All Classes Of Businesses Accepted
• Over 40 years of experience • $25,000 in-house capacity
• A & A+ rated companies for liability

600 Maritime Bldg.
New Orleans, La. 70130
Phone (504) 588-9044
Fax (504) 588-9397

Ga M Ga M

GaM Marine

CISM Ga M GaM

A SERVICE OFFICE FOR AGENTS AND BROKERS

HINSHAW & CULBERTSON

SIXTH ANNUAL

INSURANCE SYMPOSIUM
*

Developments in Risk Shifting
The Insurance Response to a Changing Market

Wednesday, November 16, 1994
Sheraton Chicago Hotel and Towers

A one-day program for insurers, risk managers, self-insureds, third-party administrators and
claims analysts. The program features workshop sessions and panel discussions designed
to give attendees the opportunity to address their concerns and focus on specific issues.

..

HIGHLIGHTS:

The Risk Retention Act - New Issues for the Property & Casualty Insurer
Jon Harkavy, Vice President and General Counsel USA RISK Group, and Chairman,
Governmental Relations, National Risk Retention Association

Challenges of Today's Insurer
Michael J. McCabe, Group Vice President, Allstate Insurance Company

Alternative Risk Financing - Views of the Policyholder
Paul D. Winston, Editor, Business Insurance

The Changing Business of Insurance - Strategic Business Units
Wayne Smith, Senior Vice President, CNA Insurance Company

Expectations of Client and Counsel - A panel discussion of insurance claims analysts
and their counsel

BREAKOUT TOPIC HIGHLIGHTS:

• Insurance Coverage Litigation •

• Municipal Liability •
• New Tort Issues 

• Protecting the Risk Manager from Liability •

The Symposium is free of charge and includes materials, continental breakfast, lunch and a cocktail reception. For
more information, contact Melanie Bui at (312) 704-3829. Deadline for registration is Friday, November 11, 1994.
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NAIC passes open meeting policy
meetmgs so that interested persons
unll have more time to review them

In addition, NAIC staff are expected
to explore the technological feambil-

Critics say new policy could go further completely satisfy NCOIL's ongmal distnbutton of minutes as well as ity of allowing interested parties to
recommendation that the NAIC guidelines for pubhc partlcipabon participate m a conference call, per-

By MEG FLETCHER governmental regulatory activities, "Open its meeting m thelr entirety to The 1ssue m important because haps on a listen-only basis for a fee
its members are responsible m ther the pubhc and the news media" NAIC regulators are mcreasingly us- The NAIC is also exploring tele-

MINNEAPOLIS-The National respective states with implementa- However, "it is a major step for- Ing conference calls, mstead of call- conferencing options
Assn of Insurance Commissioners hon and enforcement of state laws, ward," said New Hampshire State Ing Interim meetings, as a way to re- In other bumness at the meetlng,

now has a new, formal pohcy that regulation and pubhc pollcy m the Sen Leo W Fraser Jr, R-Lacoma, duce costs and compleaty NAIC regulators

requires lower- best Interests of the insurance con- and premdent of NCOIL Conference call meetings are ex- • Decided against changmg the
level working NAIC sumers," the pollcy states Commissioner Bob Hunter of cluded from the policy because nsk-based capital requirements to
groups to openly The impact of the pollcy was seen Texas said he initially voted agamst members decided 11 was "unwork- allow the information to be used in
conduct their m the fall meeting agenda, which the draft dunng the Execubve Com- able and uneconomical" to apply it, rate setting
busmess, though it exempts high- was "much more open" than previ- mittee meeting because it contained the policy states "A major gnpe" is • Continued discussions about
level regulatory sessions and confer- ous meetlngs, said Commissioner some technical ambiguities, but that too often mdustry representa- limiting msurers' use of surplus
ence call meetings Jim Long of North Carolina voted for lt at the plenary session tives don't learn of the outcome of notes as well as investments in sub-

The pohcy lS expected to reduce At that meetmg, 90% of the NA- However. "I would hke to have rec- these calls until they get the minutes sidianes and amliates
the number of worlang groups clos- IC's mom than 150 sessions were orded votes publlshed," he said at the beglnnlng of the working • Heard testimony about ways to
ing their doors for executive ses- open, Mr Walsh said, emphasizing Larry Flbbee, vp of pubhc affans group's next regularly-scheduled Improve its proposed Model Invest-
sions, though some crttles say it does that even regulators-only meetings with the Alhance of American In- quarterly meeting, he said ment Law

not go far enough The NAIC for- are open to the state legislators surers, said he would like to see the Mr Walsh said he was aware of • Decided to schedule a pubhc
mally adopted the pollcy late last Despite these improvements, some NAIC develop a workable pollcy for the problems and the NAIC 15 look- heanng on the impact of federal
month durmg ltS fall quarterly thmk the pohcy does not go far conference call meetings among reg- ing into earher distributton of con- proposals to amend the McCarran-
meeting in Mlnneapolls It went into enough The limited pollcy does not ulators so that there iS prompter ference call minutes at quarterly Ferguson Act
effect after that meetmg

The NAIC "is committed to con-

ducting its business openly, subject , 'Y»''

to the discretion of the charrpersons 4
1

of committees, subcommittees, task

forces and working groups in those 4.- ..ts/,4/*9situations in which pubhc discus-
sions would not be appropnate," the '*P 04

4

pollcy states *

The policy is a reaction, in part, to
criticism from the National Confer-

mdustry representatives, who have
ence of Insurance Legtslators and

#9. 41=441'LY; I.

complained about the number of 1. 1 t...4 */

7,

closed NAIC meetlngs, especially
*f

since mdustry advisory groups were #* 4

disbanded (BI, Aug 1)
The policy essentially states that ..4 Z'*

working group meetmgs "may be
6.closed to the publle for very limited

and lustdiable reasons only," such
1 +

as discussions of confidential data

about a particular Insurer or person-
nel mattens, said NAIC President
David Walsh of Alaska, who also

Mt

: 4.

lobbied commissioners m a July
memo to support open meetings r

The pohcy hsts as guidehnes nine 3 'Y •1

examples of topics on which "pubhc
discussions would not be appropn-
ate," such as specific htigation,

4

pending investlgattons and individ-
b Y.

1 'tS, .*r
ual states' accreditation reviews

.,

lib
f

The pohcy also gives a workmg
group chairperson the ability "to ex- r »

ercise reasonable Judgment" in de-
ciding to close a meeting m other
mtuattons, though the chairperson . 4. I ..4.
must indicate the reason for the

closed meeting at the begmnmg of ' 44 21/5 9..St?*72 q . . *, 1*
any executive session

That verbal reporting requirement
is a watered-down version of a pro-
posal the NAIC's Zone Coordination : I Id/Ti 9 ./749* R
Committee considered dumng the

S

/.... 801*
t 0*

fall meettng, which required specific
approval from the NAIC president 4 474*9.-1, 40-
or vice president if the reason for '
closing the meetmg was not among
the guidelines

The final version of the NAIC's

pollcy excludes the NAIC's two
highest-level meetings-the group's
plenary or formal voting session as :, ·> : 4*fr '44'44'*well as dellberations of its Executive 4 "

1 .

Committee-though there was re-
portedly strong support from a mi-

f 1 . *.
1 9, * * I :.!f Y

nority of Executive Committee
members to include them 111- 1 * f. , 4,1.24# 4-7A.4 1 *id< . 2... « 204-

Mmutes of those meetings are

made publlc, though roll call votes
are typically not reported

In addition, special comrmssion-
er-only gatherings or education pro- How can you get customized solutiom
grams also are excluded

The NAIC's open meeting pollcy
is "an important safeguard," Mr If it seems like your reinsurer is offering solutions on experts in treaty, facultative, actuarial, claims
Walsh said He noted the NAIC de-

serves credit for taking this step, that date back to the dark ages, you may not be or finite risk Whatever the mix, they'll work
though he admitted that it w111 not getting coverage that prepares you for the future together to build and deliver a customized
satisfy everyone In their research, At American Re, we have a different way of reinsurance program that works for our clients,
no one found a private, voluntary approaching risk. We start by assigning a not just for us.
association hke the NAIC that has

opened its meetmgs this far, he multidisciplined team of specialists to analyze Our goal is to serve our clients as a consistent,
added a client's business from the inside out We'll call strategic partner. To start at the conceptual phase

"Although the NAIC essentially is
not a governmental agency charged
by state or federal law to perform
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Joint meetings aid search for common ground
By MEG FLETCHER

MINNEAPOLIS-State insur-

ance regulators and representa-
tives of alternative risk transfer

entities, or

ARTEs, are tak- AKICing several steps
to try and re-
duce the animosity between the

two roups, though problems lin-
ger.

That conclusion stems from

three events late last month: a

public policy conference jointly
presented by the National Risk Re-
tention Assn. and the Coalition of

Alternative Risk Funding Mecha-
nisms, a National Conference of
Insurance Legislators' public hear-
ing and the National Assn. of In-
surance Commissioners' fall quar-

4

Regulators, alternative risk facility advocates try to ease tensions
terly meeting, all of which were
held in Minneapolis.

"I think the first step has been
taken with this public policy con-
ference to open the dialogue to
give regulators the information
they need to understand where we
stand," said Judie Harrington,
NRRA executive director.

"What I came away with was
their willingness to sit down and
work toward solutions," said

NAIC Vp Lee Douglass of Arkan-
sas, the highest-ranking NAIC
panelist. That's an improvement
over the "pretty bitter exchanges"
that had previously characterized
communication between ARTE

proponents and regulators, he
said.

Essentially, ARTE representa-
tives want state insurance regula-
tors to realize the limits of their

authority under the Risk Retention
Act of 1986, endorse a "lead" state

regulatory approach and adopt
more uniform filing requirements.

ARTE representatives and regu-
lators are concerned about the fol-

lowing issues:
• Proceeding with Vermont's ef-

fort to become accredited.

ARTE representatives would
like the NAIC to recognize the use-
fulness of what they consider Ver-
mont's enlightened approach to
regulating captives and risk reten-
tion groups and accredit the state
even though its laws are different
from those the NAIC currently re-

quires for accreditation.
"We are still working on nar-

rowing the legal issues," Vermont
Insurance Commissioner Elizabeth

R. Costle said in an interview at

the NAIC meeting.
After a preliminary review, "I'm

optimistic that if risk retention
laws were not an issue, we are in a
good position to say our practices
in examinations and surveillance

as well as budget and staff would
be acceptable for accreditation,"
Ms. Costle said. However, that is

not to say that Vermont would re-
ceive it, she added.

Vermont hopes to schedule an
accreditation review in November,
to allow its new staff members

time to perform some additional

Mhen you're given fossilized answeis?
and work together to actualize their vision. To give
them well-conceived products and services
that provide stability regardless of fluctuations in

the market cycle. 1AMERICANSo, plan for your future with American Re;
RE-INSURANCE COMPANYbecause these days if you're not moving forward,

you're history. 555 College Road East, Princeton, NJ 08543-5241 (609) 2434200

Atlanta, Bermuda, Bogota, Boston, Brussels. Cairo, Chicago, Columbus, Dallas. Hartford, Kansas City, London,
Los Angeles, Melbourne, Mexico City. Minneapolis, Montreal, New York, Philadelphia, Princeton, San Francisco, Santiago, Singapore, Sydney, Tokyo, Toronto, Vienna

examinations, she added.

• ARTE's opposition to the NA-
IC's accreditation program.

This opposition surfaced most
strongly at the NCOIL hearing on
the NAIC's accreditation process.

Several ARTE proponents urged
that the NAIC accreditation pro-
gram be modified to avoid usurp-
ing the prerogatives of state legis-
lators and allow for greater due
process.

Jon Harkavy, NRRA vice chair-
man and vp and general counsel of
USA Risk Group in Arlington, Va.,
also urged that the NAIC drop its
accreditation program sanctions
that provide for refusing accep-
tance of an insurer examination

done by a non-accredited state un-
less assistance is obtained from an
accredited state.

In addition, he wants to see a

separate non-NAIC body handle
state accreditations and open up
the process more so risk managers
and legislators can review it.
• Continuing a discussion group

of NAIC regulators interested in
ARTEs at quarterly NAIC meet-
ings.

A number of states interested in

ARTEs met during the Minneapo-
lis meeting to discuss the feasibil-
ity of developing guidelines for
regulating captive insurers, in-
cluding risk retention and pur-
chasing groups, Ms. Costle said.
"Our view is that captives need
regulation, but we have the type of
regulation that's appropriate."

She described the group as "the
start of a discussion group," rather
than "a caucus," which some had
called it.

"I think we'11 probably meet in
New Orleans," she added, refer-
ring to the December NAIC meet-
ing.
• Appointing a special NAIC

working group to analyze ARTEs
and their role in the insurance in-

dustry.
Assuming he is elected NAIC

president in December, as ex-
pected, the NAIC's Mr. Douglass
said he would consider charging a
working group with that assign-
ment.

While other regulators also have
considered this recently, it is un-
likely that anything meaningful
can be done between the fall Min-

neapolis meeting and the end of
the NAIC's operational year in De-
cember, he said.

In addition, the NAIC has made

progress in finalizing its risk re-
tention group handbook, which is
expected to be formally adopted at
the December NAIC meeting in
New Orleans, Mr. Douglass said.
• Emphasizing straightforward

communication in discussing is-
sues.

In keeping with the theme of the
conference-"Working Together

! For Improvement"-ARTE indus-
try representatives made a point of
trying to keep comments at the
public policy forunn as positive as
possible.

ARTE advocates were disap-
pointed that only a small handful
of non-panelist regulators were
among the approximately 50 peo-
ple attending the meeting. They
had hoped to encourage their par-
ticipation by waiving the $175 reg-
istration fee up front.

Mr. Douglass said afterwards
that the poor attendance may have
been caused by the timing of the
meeting, which occurred near the
end of an already lengthy NAIC
meeting. The NAIC also had a con-
flict because it was holding a hear-
ing on the Model Investment Law
at approximately the same time
and at a distant hotel. Ill



32 / October 3, 1994, Business Insurance

Comp reform not likely to end woes
Employers liability c

By ROBERTO CENICEROS

LOS ANGELES-While Califor-

nia employers are gaining the up-
per hand in their battle against
frivolous workers compensation
stress claims, some pundits predict
that plaintiffs attorneys will now
exploit the tort system to win
damages for disgruntled employ-
ees.

And eventually, some say, attor-
neys will find a way around the
tougher standards for claiming a
stress-related injury.

"There are a lot of attorneys
who have been put out of business
by the workers compensation re-
form and they have to file some-
thing," said Beth Schroeder, a

laims may increase
partner with Silver & Freedman in
Los Angeles.

And if the inquiries to her office
are any indication, that something
will likely be wrongful termina-
tion, sexual harassment and dis-
crimination suits. Such suits will

be even more expensive for em-
ployers to defend than workers
comp stress claims.

"You can make greater gains in
a sexual harassment case. You can

get unlimited pain and suffering
and you have a jury trial, which is
a much more favorable forum,"
said Paul Grossman, chairman of
the employment department for
the Los Angeles law firm of Paul
Hastings Janofsky & Walker.

Defense costs alone in sexual ha-

The

State of

Califrnia
Workers

L--D
rassment and discrimination cases

can reach upwards of $100,000,
said Monica Ballard, president of
Parallax Education, a Los Angeles
firm that provides sexual harass-

REINSURANCE
CONTRACT

9A

1

ment awareness training for em-
ployers.

But Mr. Grossman rejects specu-
lation that workers comp reform is
the reason for the recent surge in
sexual harassment filings in Cali-
fornia.

More likely, he suggested, was
the highly publicized allegations
that law professor Anita Hill made
against Supreme Court Justice
Clarence Thomas during his Sen-
ate confirmation hearings in 1991.

Also fueling demand are recent
high profile cases like the sexual
harassment lawsuit against the
world's largest law firm, Chicago-
based Baker & McKenzie, in
which the plaintiff was awarded
$6.9 million in punitive damages
(BI, Sept. 5).

Sexual harassment lawsuits are

Are you getting the answers
before you ask the questions?

If your reinsurer is a little too eager to sell you an off-the-
shelf product, you're probably not getting the coverage
you need.

At American Re, we have a different way of approaching
risk. We start by assigning a multidisciplined team of
specialists to analyze a client's business from the inside
out. We'll call on experts in treaty, facultative, actuarial,
claims or finite risk. Whatever the mix, they'll work
together to build and deliver a customized reinsurance
program that works for our clients, not just for us.

Our goal is to serve our clients as a consistent, strategic

partner. To start at the conceptual phase and work together
to actualize their vision. To give them well-conceived
products and services that provide stability regardless
of fluctustions in the market cycle. Because in our book,
that's what long term relationships are all about.

If yoi'-e not satisfied with the same old textbook
answers, why not start a new chapter with American Re.

1AMERICANRE-INSURANCE COMPANY

555 Colle Je Road East, Princeton, NJ 08543-5241 (609) 243-4200

Atlanta, Bermuda. Bogota, Boston. Brussels, Cairo, Chicago, Columbls Dallas, Hartford, Kansas City, London,
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easier to file in California since

Kelly-Zurian us. Woht Shoe Co., in
which the 2nd District Court of

California this year held that an
employer can be strictly liable for
supervisors' illegal conduct, said
Lawrence M. Kahn, a Beverly
Hills, Calif., trial attorney special-
izing in wrongful termination
cases.

Adding fuel to the fire was the
U.S. Supreme Court's landmark
decision in Harris vs. Forkii* St/s-
tems Inc., which found that work-
ers don't have to prove psychologi-
cal injury to win a federal civil
rights suit against their employers
for sexual harassment that created

a "hostile work environment" (BI,
Nov. 15, 1993).

Post-termination stress claims

under workers comp have declined
since legislative reforms enacted
last year placed a stiffer burden of
proof on employees claiming
stress-related injuries (BI, Dec. 27,
1993).

Prior to the new law, California
workers had been able to collect

damages under workers comp for
stress if they could prove that as
little as 10% of their condition was

triggered by a workplace event.
The average cost of a workers

comp stress claim is $13,200,
about 17% higher than other dis-
ability claims, and the litigation
rate on stress claims has averaged
99% over the last five years, said
Michael Dunham, corporate
claims manager for Atlantic Rich-
field Co. in Los Angeles (BI, April
25).

While workers comp stress
claims may be harder to file, there
is not likely to be a reduction in
the number of workers and their

attorneys seeking redress. Instead,
potential claims may be collecting
like water behind a damn missing
a release valve, some contend.

"Give attorneys about a year or
so to plan and find a weak spot,"
said Willie Washington, director of
workers comp for the California
Manufacturers Assn. in Sacra-

mento. "We'11 be right back to
where we were."

"If you remove the access they
have, the cases don't go away.
They just have to find a new vehi-
cle," said Frank Floyd, commum-
cations and education center man-

ager for State Compensation In-
surance Fund in San Francisco.

"These cases will remain out there

until some wise attorney figures
out what venues they need to be
in."

Even though wrongful termina-
tion, discrimination and sexual
harassment suits are filed in civil

courts, employers in California
can still tap their workers comp
insurance policies for defense
costs, thanks to a San Diego ap-
pellate court decision.

The court in LaJalla Beach &
Tennis Club us. Industrial Indem-

nity Co. found that because an in-
surer's duty to defend is broader
than its duty, to indemnify, work-
ers comp insurers must defend any
situation in which an employee as-
serts a job-related tort cause of ac-
tion against his or her employer
(BI, Oct. 18, 1993).

Since the LaJolla decision, such
claims are being covered under
employers liability portions of
workers comp policies, according
to State Fund's Mr. Floyd. Mean-
while, the insurance industry is
appealing the decision to the state
Supreme Court, he said.

Insurers have typically charged
little or nothing for the employers
liability portion of workers comp
coverage because claims paid out
have been few, Mr. Floyd noted.

"It's potentially a real time
bomb ticking away," he said of the
increased exposure under the
LaJolla decision. ini



RIMS offering courses
on quality, environment

NEW YORK-The Risk & Insur-

ance Management Society Inc. is
launching two new educational
courses in coming weeks.

"Quality and the Risk Manage-
ment Process" will be held Oct.

12-14 in Atlanta. Instructors for the

three-day course are Jay T. Deragon,
chief quality omcer of Winis Cor-
roon Americas, chairman of the
Transportation Industry Division of
Willis Corroon and executive direc-

tor of the Quality Insurance Con-
gress, and Lucien P. Labode Jr.,
managing director of risk manage-
ment services for the Advanced Risk

Management Services Division of
Willis Collwon Corp.

RIMS also will present "Environ-
mental Risk Management" in Chi-
cago Nov. 7-9. Instructors are Greg
M. Barats, an environmental consult-
ant for AIG Consultants Inc. in San

Francisco, and Rene MeGillicuddy,
West Coast manager for AIGC in
San Francisco.

For more information on the

courses, contact Fran Jordan, Man-

ager of Education, Risk & Insurance
Management Society Inc., 212-286-
9292.

For the Record

New Jersey governor
eyes tort reforms

TRENTON, N.J.-New Jersey
Gov. Christine Whitman's adminis-

tration aims to push for several types
of tort reform-including capping
punitive damages and modifying
joint and several liability-during
the upcoming legislative year, a new
report shows.

At the heart of the 17-page report,
prepared for Gov. Whitman by Chief
Counsel Peter Verniero and his staff,
is the recommendation that New Jer-

sey cap punitive damages in tort lia-
bility cases at five times compensa-
tory damages. "We believe a ceiling
established at five times the amount

of compensatory damages is high
enough to serve as a punishment and
to deter egregious conduct," he
wrote. Currently, New Jersey im-
poses no caps on punitive damages.

The report also suggested that
plaintims be permitted to recover
from any one defendant only the
percentage of a judgment that con»
sponds to the defendant's degree of
fault

Currently, New Jersey's joint and
several liability statute permits a
plaintiff in a negligence action to re-
cover the full amount of all eco-

nomic and non-economic damages
from a party found to be at least
60% responsible for damages. A
party whose share of fault ranges
from 21% to 59% can be held liable

for all of an economic loss award

and his or her proportional share of
a non-economic loss.

Other recommended reforms in-

clude letting judges sanction parties
that file "frivolous" suits, creating
negligence standards for health care
providers and retailers, and requir-
ing plaintiffs in medical malpractice
actions to file a certificate of merit

validating their claims.

California comp claims
rise in second-quarter

SAN FRANCISCO-The fre-

quency of workers compensation
claims filed in California shot up-
ward during the second quarter of
1994, the first reported increase in
nearly two years, according to the
San Francisco-based California

Workers' Compensation Institute.
During a 13-week span ending

June 36, insurers received almost 115
new claims for each $1 million in
premiums, the CWCI found after re-
viewing data from 50 insurer groups
that write 85% of the state's premi-
ums.

The number of rlgims filed during
the second quarter represents a
14.9% jump from the previous quar-
ten However, the CWCI cautioned
that researchers must collect and an-

alyze data from one more quarter
before determining whether or not a
trend is underway.

Indemnity claims jumped 21%, ris-
ing to 47.9 claims per $1 million in
premium. Medical-only claims in-
creased 11%, from the 5rst quarter,
to 66.8 claims per $1 million in pre-
mium.

Bill Molmen, general counsel for
the CWCI, said an economic up-

swing probably accounts for the rise
in claims. That follows because new

workers and others working longer
hours to 511 factory orders are most
likelyto suffer injudes.

"It may be the biggest factor," Mr.
Molmen said. "We don't know, but it
could be."

Inter-American

settles reinsurance

CHICAGO-nlinois legulators
reached a $17.5 million settlement
early last month with a number of
European reinsurers stemming from
the failed Inter-American Insurance

Co. of nlinois.

The Illinois Insurance Department
liquidated the life/health insurance
company in late 1991 because of a
shortfall in required capital and sur-
plus (BI, Jan. 20, 1992).

According to the department, In-
ter-American, prior to its liquidation,
entered into surplus relief reinsur-
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ance contracts with Aachener Rein-

surance AG, Gerling Global Rein-
surance Group, Gerling Global Life
Insurance Co., Hannover Re/Eisen &
Stahl Re Group, and Veritas Rein-
surance Corp. Ltd, as well as a
number of U.S. reinsurers.

Regulators treated the surplus re-
lief contracts as real surplus and ar-
gued that since the contracts were
recognized prior to liquidation, the
reinsurance obligations should be en-
forceable after the liquidation.

Acting Director of bsurance
James W. Schacht is seelcing to col-
lect reinsurance from Inter-Ameri-
can's U.S.-based minsurers.

Information in brief

The International Assii of Special
Investigation Units is expanding its
membership to include full-time in-
surance fraud investigators that
work for self-insured employ-
ers....MetraHealth Cos. Inc. is the

the Underwriter

PROFESSIONAL INDEMNITY AGENCY, INC.

PROFESSIONAL INTERMEDIARIES ASSOCIATES, INC.
409 Manville Road RO. Box 130

Pleasantville, NY 10570

Telephone (914) 747-1818
Telefax (914) 747-3737

We are the professionals for:

o Multi-Employer Trustee 6 Fiduciary Liability

• ERISA Compliance Bonds

• Corporate Fiduciary Liability

. Excess Corporate Fiduciary Liability

• Directors & O#icers Liability

- For Profit & Non-Profit

• Excess Directors 6 0#icers Liability

- For Profit & Non-Profit

name of the new health care holding
company created by the merger of
Metropolitan Life Insurance Co.'s
and Travelers Insurance Co.'s group
health care operations....The Cali-
fornia Insurance Department is clos-
ing the conservation and liquidation
office in Los Angeles by year-end,
and will open a reorganized and
more streamlined office in San Fran-

cisco. The move is part of ongoing
actions to improve the management
and operations of the office, which
was criticized in a report issued last
year by state auditors (BI, Aug. 23,
1993). . . .California Gov. Pete Wilson
has signed legislation that would es-
tablish new guidelines for medical
claims reviews and require health
maintenance organizations to reim-
burse patients for unauth0IiZed
emergency treatment, but he has ve-
toed a bill that would have required
HMOs to disclose to the public infor-
mation on profits and administrative
costs. El

• Kidnap/Ransom, Extortion & Detention

• Malicious Product Tampering

• Miscellaneous Errors 6 Omissions Liability

• Insurance Agents & Brokers Errors & Omissions

• TPA/Benefits Consultants Errors 6 Omissions

. Environmental Consultants/Analytical Testing

Labs Errors 6 Omissions

• Aggregate and Specific Stop Loss Coverage for

Se/Insured or Self-Funded Health P/ans

What is Professional?

We have...

THE SERVICE

THE PRODUCT

THE PEOPLE

&

COMPETITIVE COMMISSIONS

That is Professional!
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Best setting the record straight
By DAVE LENCKUS Surplus market solvency on par with standard lines: Report

NEW ORLEANS-Regulated
surplus lines insurers have at least
as good a solvency track record as
the standard lines market, but

market and regulatory policing
efforts to weed out rogue non-
U.S. companies are far too lax, an
A.M. Best Co. report concludes.

Regulators' inadequate efforts
would not be bolstered much even

if the National Assn. of Insurance

Commissioners' International In-

surance Department adopts a new
model act designed to impose
tougher financial requirements on
regulated alien insurers (BI, Sept.
26),the report says.

Because the model act would af-

feet only a fraction of regulated
alien insurers, its value is "ques-
tionable," says the report, which
the Oldwick, N.J.-based rating
agency released last week at the
National Assn. of Professional

Surplus Lines Offices Ltd.'s an-
nual convention.

NAPSLO officials concur with

the report's conclusion calling for
improved self-policing in the mar-
ket. Indeed, in a joint position pa-
per, NAPSLO and the American
Assn. of Managing General
Agents last week called for all
states to create stamping offices
to help wholesale brokers identify

unscrupulous alien insurers and
discipline brokers that do busi-
ness with those companies.

The Best study, which focused
on surplus lines market insolven-
cies from 1969 through 1993, was
funded with a "nominal" grant
from the Derek Hughes/NAPSLO
Educational Foundation, accord-
ing to NAPSLO officials.

The surplus lines solvency study
was necessary to set the market's
record straight with regulators,
legislators and consumers, as well
as with some insurance market

members, the foundation said.
According to Best, regulated

U.S. and non-U.S. surplus lines
insurers accounted for 41 of the

573 failures of all insurers writing
U.S. property/casualty insurance
during the 25-year study period.
That figure translates into a 0.8%
failure rate for the surplus lines
market, compared with a 0.87%
failure rate for the standard lines

market.

The surplus lines failure rate
would have been even lower if
Best had classified the 1989 fail-

ures of seven London United In-

vestments P.L.C. companies,
known as the KWELM companies,
as a single insolvency, the report
notes.

That approach would have been
reasonable because LUI's H.S.

Weavers (Underwriting) Agencies
Ltd. was the underwriter for all

seven companies, explained study
author Jack Snyder, senior vp of
Best's property/casualty division.

The KWELM companies ac-
counted for seven of the eight in-
solvencies of regulated alien in-
surers.

The report also points out that
54% of the 41 surplus lines in-

We won't really get
the biggest bang for

the buck from*he

NAIC ¥n*lei act,i says
Jock Snyde

surer insolvencies occurred

among companies with less than
$5 million of surplus, and 17%
more occurred among insurers
with $5 million to $10 million of
surplus.

In a soon-to-be-released report,
Standard & Poor's Insurance Rat-

ing Services found a much higher
failure rate: 42 surplus lines in-
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surer insolvencies in the past six
years (BI, Sept. 26).

But S&P, which still concluded
that the non-admitted market is

financially strong, defined a sur-
plus lines insurer as a company
that wrote any amount of non-ad-
mitted business. Best defined the

market as those insurers predomi-
nantly writing surplus lines busi-
ness.

The Best report also concludes
that the domestic surplus lines in-
dustry is in many respects finan-
cially stronger than the standard
lines market, which is under-
scored by their generally higher
Best ratings:
• The surplus lines industry's

combined ratio from 1984 through
1993 was 106.2% on average,
compared with 109.8% for the ad-
mitted market.

• Its 1989 through 1993 aftertax
return on net premiums earned
was 15% on average, compared
with 3% for the admitted market.

• Its current liquidity ratio was
20 percentage points higher from
1989 through 1993 than the ad-
mitted market's.

Best also found that domestic

surplus lines insurers were better
capitalized than regulated alien
insurers. Domestic companies
maintained $1.70 in assets for ev-

ery dollar of liabilities, compared
with the $1.22 in assets that regu-
lated alien companies had for ev-
ery dollar of liabilities.

Best had no way to account for
the unregulated alien insurers
that wrote U.S. business but dis-

appeared when policyholders be-
gan filing claims. That data would
somewhat depress the surplus
lines market's failure rate and its

overall financial strength.
The 100 to 200 unregulated

alien insurers that probably oper-
ate in the market now probably
account for less than 2% of the $8
billion of non-admitted direct

premiums, Mr. Snyder said.
But, this segment is largely re-

sponsible for the market's tainted
reputation, according to Mr. Sny-
der. He would like to see that seg-
ment either eradicated or at least

exposed through heightened mar-
ket and regulatory efforts.

Regardless of what regulators
do, the surplus lines industry im-
mediately should direct 90% of its
self-policing efforts to dealing
with that elusive group, Mr. Sny-
der said.

The market should more readily
share so-called black lists of un-

regulated alien insurers that are
operating in the country, disci-
pline brokers that place business
with unregulated alien companies
that do not pay claims and sup-
port stamping offices.

Only 10 states have stamping
offices. The offices must be legis-
latively established, but strong
market support is a political pre-
requisite, Mr. Snyder noted.

The report questions the effect
of the NAIC model act's capital
and surplus provisions because
they would affect only eight of the
insurers on the IID's 74-company
white list of approved alien insur-
ers.

"The NAIC is really tightening
the screws just on the legitimate
sector of the surplus line market-
place," Mr. Snyder said. "Will it
help solvency? Yes. But, will we
get the biggest bang for the buck?
Not really."

Instead, states that are easy
ports of entry into the country for
fly-by-night alien surplus lines
insurers because of their low sur-

plus requirements should boost
their capital and surplus require-
ments to at least $5 million, Mr.
Snyder said. The report shows
that 24 states have lower require-
ments.

In addition, only one of the 36
states that responded to a Best
questionnaire-California-pub-
lishes a list of unregulated alien i
insurers that it knows are writing I
business within its borders. 1

The "Insolvency Study Of the Ez-
cess & Surplus Lines Industry" is
available for $20 from A.M. Best
Co., Customer Service, Ambest I
Road, Oldwick, N.J. 08858.

Court allows benefit cutback
By CHRISTINE WOOLSEY

RICHMOND, Va.-A group of
retirees cannot prevent their em-
ployer from decreasing their med-
ical benefits because the company
adequately notified the retirees of
its right to alter or terminate the
plan, a federal court ruled.

Sweetheart Cup Co. Inc. of Chi-
cago, the parent of Fort Howard
Corp./Maryland Cup Corp.-the
original sponsor of the employee
welfare benefit plan in ques-
tion-did not violate the Em-

ployee Retirement Income Secu-
rity Act by decreasing its retirees'
medical benefits, the 4th U.S. Cir-

cuit Court of Appeals ruled.
The group of retirees had been

employed by Maryland Cup which
was acquired by Fort Howard Co.
in 1983. In 1985, Maryland Cup
converted its fully insured group
medical plan to a self-funded
plan.

In 1989, the two companies
were acquired by Sweetheart Cup.
Faced with rising health care
costs, Sweetheart Cup notified all
plan participants of its need to re-
duce benefits, increase deduct-
ibles and require each participant
to pay a portion of the health plan
costs.

In 1990, a group of Maryland
Cup retirees sued Sweetheart
Cup, claiming, among other
things, that their benefits had

vested at the time of their retire-
ment and that the 1989 benefit re-

duction made by Sweetheart Cup
violated ERISA.

A district court granted the de- 1
fendants summary judgment in
January 1994.

In upholding the lower court's
decision, a three-judge panel for
the 4th Circuit found that all em-

ployees of the company had re-
ceived certificates of insurance

and summary plan descriptions
that included a modification

clause. The clause explained to
employees and retirees the com-
pany's right to modify, change or
terminate the medical coverage
for employees, including retirees,
at any time in the future without
their consent.

In addressing the vesting issue,
the court explained that, "al-
though ERISA contains a strict
vesting requirement for pension
benefits, it expressly exempts em-
ployee welfare benefit plans from
that requirement."

Accordingly, "a plan partici-
pant's interest in welfare benefits
is not automatically vested, and
employers have a statutory right
to amend the terms of the plan or
terminate it entirely."

Robert Gable et at. us. Sweetheart

Cup Co., No. 94-1234, No. 94-
1301, 4th US. Circuit Court Of
Appeals.
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London barriers can be overcome: Expert
By GAVIN SOUTER

NEW YORK-U.S. policyhold-
ers control their own destiny
when seeking to collect claims
From London market insurers, a
consultant says.

By forging a strong link with
their London underwriters and by
tnstructing-rather than blindly
depending on-their intermediar-
tes, policyholders can help ensure
future claims are paid promptly
and fully, he contends.

Policyholders, brokers, under-
writers and lawyers can face nu-
merous problems when dealing
with claims in the London mar-

ket, explained David Vaughan, a
principal associate with Coopers
& Lybrand in London.

He said such problems can in-
clude:

• Policies that may not be actu-

ally issued and the policyholder
instead only has a slip signed by
underwriters as evidence of its

coverage.

• -Claims payments held by bro-
kers for substantial periods of
time.

• Coverage that is so complex
that underwriters do not know

who is owed what.

• Pressure on brokers' costs,
which makes them reduce their
levels of service.

• U.S. lawyers acting for the
policyholders who do not always
understand the intricacies of the

London insurance market.

While policyholders are un-
likely to face all of these problems
at the same time, a combination of
some of these difficulties could re-

sult in some serious consequences
for those policyholders who rely
on claims being paid for their own
financial well-being, Mr. Vaughan
said.

Mr. Vaughan was speaking at a
recent conference in New York on

insurance solvency and insolvency
issues in the London Market,
which was co-sponsored by Coo-
pers & Lybrand and Clifford
Chance, a London law firm.

To avoid nonpayment of claims,
policyholders should follow a se-
ries of steps to establish an infra-
structure that gives them greater
control of their insurance cover-

age, Mr. Vaughan advised.
First, policyholders should ob-

tain the contractual information

relating to their coverage and en-
sure that the underwriter has seen

it also.

"Several times, in litigation, I
have found the placing informa-
tion sent to the broker was unfor-

tunately not the same as the plac-
ing information seen by the un-
derwriter," Mr. Vaughan said.

Second, an intermediary clause
should be inserted in the policy
that states that payment of premi-
ums to the broker is deemed pay-
ment to the underwriter, and that

payments of claims are not con-
sidered settled until the client re-

ceives the money.
Third, the p61icy should define

the jurisdiction for diaputes relat-
ing to the coverage.

Fourth, where agents are used,
confirm directly with the under-
writer that the agency is within its
authority for the type and size of
risk placed.

Having established these points
to put the insurance documents in
order, policyholders should then
aim to reduce their reliance on

their brokers, according to Mr.
Vaughan.

"Be capable of operating inde-
pendently when necessary," he
said.

To do this, policyholders should

Savvy U.S. policy
ensure that they identify all of the
parties 'involved in placing the
coverage, agree to terms of trade
with each broker and establish

performance targets with them,
Mr. Vaughan said.

"If a broker is not performing,
intervene and try to resolve the
broker's underperformance. After
all, it is cheaper for the client if
the broker does the work," he
said.

If the broker continues to un-

derperform, policyholders should
bypass that broker and go directly
to the next broker in the chain or

the underwriter, Mr. Vaughan
said.

When dealing with underwrit-
ers, U.S. policyholders should en-

holders work with London underwriters plained
Policyholders should als6 try

don market you really need to and understand the motives of the

i d visit it and meet the brokers and underwriter who is refusing to
'If a broker is not t underwriters. pay, said Mr. Vaughan.

1 *erforming, intervene i "That way, their concerns and "Is he refusing to pay purely be-
needs will be better understood." cause of a technical problem on

:La,nd try to resolve' the . ] If despite these safeguards, liti- coveragd? Is it a moral pride issue
underperformance, gation is needed to ensure that a that cannot be resolved by rea-

' claim is paid, policyholders soned negotiation and therefore

 .· says David Vaughan. ) should prevent their lawyers from can only be settled by legal ac-
j . , ] taking full control of the process, tion? Or is it purely financial?" he

said Mr. Vaughan. asked.

sure that they have a firm under- In particular, policyholders If an underwriter does not have

standing of the London market by should maintain contact with the the money to pay the claim, a pol-
monitoring press coverage and fi- underwriter or broker with whom icyholder is only likely to win a
nancial information available on they are in dispute. Pyhrric victory by litigating, Mr.
companies and Lloyd's of London By directly approaching the Vaughan said.
syndicates, according to Mr. other party rather than relying on Therefore, it may be better to
Vaughan. lawyers to handle negotiations, get the underwriter to cooperate

But, Mr. Vaughan added that the dispute might be resolved be- without taking him to court, he
"in order to understand the Lon- fore the case is tried, he ex- said. inl
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COMMENTS FROM SOME OF LAST YEAR'S ATTENDEER

"Consistently good speakers- «Tbe conference was an excellent
educating and entertaining- forum for gathering ideas and
made tbe collference ualliable networking. It was well run.
and palatable." I'm glad 1 came."

Mary Dymond K Mildenhall
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Paul Yontz
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City of Glendale, Arizona

"Tbe conference was great! Tbe
facility was beautiJW. I received
a lot of information tbat will be
valuable once applied:
Sharon Vansant

Claims Administrator

Bergen Brunswig
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HOW tention groups in the country, ree- HOW's home warranty pohcies This, and regulators' questioning foresee having to curtail its under-
ording gross wntten premiums of have a 10-year tail, and the insurer of HOW's accounting for certain wnting, Mr Cooke said
$262 milhon and net premiums of earns 10% of its premium each reinsurance expenses, "raise sub- "We are certainly hopeful that

Conttnued from page 1 $1 3 1 milhon in 1993 year over that pernod, Mr Cooke stantial doubt about the company's that wtll not become a problem for
has not reached a conclusion about It is also the first such group said abihty to continue as a going con- us," he said
whether the $15 milhon addition is formed under the 1981 Risk Reten- Earher this year, Ernst & Young cern," Ernst & Young said Separately, the Ernst & Young

adequate, Mr Cooke said tion Act, and its formation sparked LLP in Washington issued an audlt In July, HOW added $15 milhon letter also noted that a quota-share
Mr Cooke confirmed that HOW a legal battle with Delaware regu- opinion on HOW's 1993 results to its reserves, cutting its surplus to reinsurance treaty under which

has launched a prlvate debt offer- lators over whether ltS home war- summarizing the reserving dispute $42 milhon It then launched ltS HOW has ceded between 45% and
ing to raise money, though he de- ranty coverage quallfied it to act as and notmg that consulting actuar- debt offenng to raise new capital 49 5% of ltS business in recent

clined to say on the record how a nsk retention group under the les had found HOW's unearned The insurer is awaiting the re- years will be terminated at the end
much is being sought or what the federal law (BI, June 28, 1982) premium reserves to be deficient sults of the insurance bureau ex- of any quarter in which HOW's
terms of the offenng are HOW moved to Virginia in 1988 by $15 milhon to $43 9 milhon as amination, but regulators so far surplus falls below $10 million

Sources famihar with HOW's op- The insurer's current problems of last Dec 31 have not specified what they con- The treaty, with Amencan Re-In-
erations say the amount being grew out of a dispute with Virginia Because of the insurance code sider the amount of HOW's reserve surance Co, will be reinstated ret-
sought is $10 nulhon regulators over whether state in- amendment, HOW's "capital and dehciency, Mr Cooke said roactively if the surplus deficiency

The offenng has gone out to surance law required it to put up surplus could be reduced to a level If regulators and HOW actuanes is cured within 90 days
builders and affiliated organiza- additional reserves for pohcy obll- whereby the Commonwealth of disagree on the amount of the defl- Mr Cooke said that HOW offi-

tions that may or may not be mem- gations and deficiencies in its un- Virginia could hmit the company's ciency, the two sides w11 have to cials have discussed the insurer's
bers of HOW's parent company, earned premium reserves abillty to write new business or reconcile the diference somehow, situation with American Re and
Home Warranty Corp, Mr Cooke Whlle HOW argued that the subject it to other regulatory ac- he said that "that reinsurance is not in

said then-existing law did not require tions," the audit letter says Meanwhile, the insurer does not peril"
The company has already re- the added reserves for year-end

ceived "substantial Investments," 1993, regulators maintamed that it
he said, addlng that he expects to did
reach the offering's goal long be- As of July 1, however, the Vir-
fore its scheduled June 1995 clos- glnla state legislature amended the
1ng insurance code to clearly require
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Siemens finds new home for property cover
By DON LEWIS KIRK

MUNICH, Germany-Manufac-
turer Siemens A.G., one of Germa-
ny's largest corporations, is taking
a large portion of its property in-
surance program from the German
market and placing it in U.S. and
U.K. markets.

Citing "better conditions else-
where," a spokesman for the Mu-
nich-based company said Germa-
ny's hardening market has forced
the corporation to seek foreign al-
ternatives.

Many other companies are com-
plaining about rising commercial
insurance rates in Germany, some
of which are turning to captive in-
surance as an alternative (BI,
Sept. 19).

Siemens' 1.2 billion deutsche

mark ($777.5 million) property in-

surance program will now be in-
sured by an international consor-
tium led by Waltham, Mass.-based
Arkwright Mutual Insurance Co.,
a member of the Factory Mutual
System.

Four German insurers, including
Gerling Group, Colonia Group,
Alte Leipziger Mutual Life Insur-
ance Co. and former consortium

leader Allianz A.G. Holding had
fought to keep Siemens' business
in Germany.

Playing down the loss to Ger-
man insurers, a Siemens spokes-
man called the move "normal pro-
cedure."

German insurers, though, fear
the move could prompt similar re-
sponses from other German com-
pames.

"It's not our intention to harm

the German insurance industry,"

said Wolfram Rohde-Liebenau, di-
rector of Siemens' captive insur-
ance brokerage firm. "We simply
found better conditions else-
where."

Burdened by German economic
recession, companies like Siemens
have complained of "unfair treat-
ment" at the hands of insurers

since 1992, when a quasi-cartel of
insurers and reinsurers began rais-
ing rates for very large risks-in
some cases by 300%.

German insurers contend the

higher rates were badly needed to
offset dismal underwriting results
in the commercial property line.

However, some companies like
Siemens contend higher rates did
not accurately reflect their loss ex-
perience.

"Our safety record wasn't even
considered," said a Siemens

$100 million losses
possible from eruption

By KATE TILLEY

PORT MORESBY, Papua New Guin-
ea-Insured and uninsured losses from a
dual volcanic eruption in the town of
Rabaul late. last month could exceed

$100 million by some estimates.
However, the scope of damage was

still undetermined late last week as a

team of loss adjusters was waiting to
enter the devastated area. Unconfirmed
estimates put the toll at 100 million kina
($108.5 million).

The eruptions coated the town with
thick ash heavy enough to collapse
roofs. At least two people have died. As
a result of the damage, the Papua New
Guinean government is considering not
rebuilding the town.

Brokers say earthquake and volcano
coverage is excluded from property cov-
erages, but most commercial policy-
holders buy volcano and earthquake ex-
tensions. The current rate for the exten-
sion is 2.625% of insured value. Com-
mercial property rates for Rabaul vary
from 0.35% to 0.5% of insured value.
Brokers say some Papua New Guinea
underwriters offered only limited ca-
pacity for earthquake insurance cover
in Rabaul.

Two volcanoes, one north and the
other south of the town, erupted on
Sept. 19. The first, called Tavurvur,
erupted at 6:15 a.m., followed by the
volcano Vulcan two hours later. Rabaul,
a harbor town with a population of
about 40,000 permanent residents, is on
the island of New Britain, off the north-
east coast of Papua New Guinea. Ra-
baul is 350 miles northeast of Papua
New Guinea's capital, Port Moresby.

Most of the population began evacuat-
ing on Sept. 18, after earthquakes
rocked the town. The volcanoes, which
sandwich Rabaul's Simpson Harbor, be-
gan erupting after a quake that mea-
sured 5.1 on the Richter scale.

Papua New Guinean police set up
roadblocks to keep looters out of the
town, and the government has declared
a state of emergency.

Several loss adjusters from the Bris-
bane, Australia, offices of Wyatt Group
and Robins MBS Australia Pty. Ltd.
have flown to Port Moresby. Paul
Owens, managing director of Robins
PNG, also is on standby to enter the
town as soon as the police-imposed ban
is lifted. Peter A. Wyatt, managing di-
rector of the Wyatt Group, who is at the

Continued on next page

spokesman. "We have excellent
risk management, which keeps
losses to a minimum. Our premi-
ums did not reflect that."

The bidding between the U.S./
British consortium and German
insurers for Siemens' property ac-
count was ultimately decided on
the basis of premiums. At last
tally, German insurers asked for a
35 million deutsche mark ($22.68
million) premium, while the Ark-
wright-led group sought about 17
million deutsche marks ($11 mil-
lion) in premiums.

Roy Mahlstedt, senior account
executive at Arkwright in Frank-
furt, said lower premium was a
factor, but higher deductibles and
risk management were the key to
the lower bid.

"We offered a different con-

cept," he said. "After our analysis

AP/Wide World photo

Claims adjusters have not yet determined insured losses
from volcanic eruptions in Rabaul, Papua New Guinea.

Britain rejects E.U. paternity leave
By CAROLYN ALDRED

BRUSSELS, Belgium-British
companies will not be subject to
proposed E.U. legislation that
would require employers to pro-
vide fathers with time off after
the birth of a child.

Michael Portillo, the British
government's employment secre-
tary, vetoed a European Union di-
rective giving fathers the right to
claim up to three months of un-
paid leave after the birth of a
baby.

The move came just days before
a British parliamentary commit-
tee, composed of members of Par-
liament from all political parties,
recommended the adoption of
statutory paternity leave.

As a result of the vote in Brus-

sels on Sept. 22, government min-
isters from the 11 remaining E.U.
states plan to go ahead with en-
acting the directive's proposals in
their national legislation, which

will leave the United Kingdom as
the only member state with no
statutory paternal leave.

Traditionally most E.U. propos-
als must be accepted unanimously
by all 12 member states, but a
special opt-out arrangement ne-
gotiated by British Prime Minister
John Major in the Maastricht
Treaty on Social Policy allows
Britain to veto proposed social
legislation.

Mr. Portillo argued that the in-
troduction of statutory paternal
leave, even on an unpaid basis,
would harm small businesses that

could lose important male work-
ers after the birth of a child.

"The government is not against
paternal leave but believes it is
not a matter that should be legis-
lated and rammed down employ-
ers' throats. It could adversely af-
feet small businesses," said a
spokesman for the Department of
Employment.

Statutory paternity benefit cur-

rently varies enormously through-
out the European Union with no
provision in the United Kingdom,
Ireland and Luxembourg but up
to three years unpaid leave for ei-
ther parent in Germany, accord-
ing to research by employee bene-
fits consultant Sedgwick Noble
Lowndes Ltd., a London-based
subsidiary of Sedgwick Group
P.L.C.

In addition, a German father or
mother is entitled to 14 weeks of

paid parental leave, according to
statistics provided by the Euro-
pean Commission's London office.
The German government also pro-
vides a flat-rate payment for the
next 18 months.

In other E.U. countries:

• Belgium. The 15-week statu-
tory paid maternity leave may be
changed to paternity leave in the
event of the death of the mother,
according to the E.C. Either par-
ent can take a career break of six
to 12 months on an unpaid basis,

according to Sedgwick Noble
Lowndes.

• Denmark. Up to 28 weeks of
paid maternity leave is available,
including four weeks to be taken
during the pregnancy. Of the 24
weeks of benefit paid after birth,
the last 10 weeks may be taken by
the father.

• France. Fathers are granted
up to three days paid leave, ac-
cording to Sedgwick Noble
Lowndes. In the event of an adop-
tion or mother's death, the father
is entitled to the statutory 16-
week maternity leave, according
to the E.C.

• Greece. Either parent is enti-
tled to three months unpaid leave
after a statutory three-month paid
maternity leave.
• Italy. A maternity leave of

five months at 80% of salary is
available, while an additional six
month leave at 30% of salary is
available to either parent if both

Continued on nezt page

of the loss history, occurrence and
occupancy, Siemens was con-
vinced it could assume as much

risk as possible."
Siemens accepted a 15 million

deutsche mark ($9.7 million) de-
ductible, which may be the largest
taken by any German company.
The high deductible was set after a
highly protected risk global man-
agement approach determined a
level that would remove high-fre-
quency losses, Mr. Mahlstedt said.

"Since you are only insuring the
catastrophe exposufes, the pre-
mium is much more reasonable,"
he said. "What they were essen-
tially doing in the past was trading
dollars back and forth, which is
inefficient."

Arkwright applied a location
rating basis, which German insur-

Continued on next page

S&P lowers

its ratings
for Danish,

Swedish

insurers
By MARIA KIELMAS

Rising interest rates, uncertainty
following management changes
and problems in debt refinancing
have led Standard & Poor's Corp.
to lower its ratings for Sweden's
Trygg Hansa Insurance Co. Ltd.
and Denmark's Topdanmark A/S.

Recent elections in both Sweden

and Denmark and the resultant

waiting period for new govern-
ment policy to be implemented has
left the macroeconomic environ-

ment clouded in both countries
and financial institutions in a kind
of limbo.

Trygg Hansa's first-half net loss,
combined with the abrupt depar-
ture earlier this year of the compa-
ny's president and chief executive
officer, Bjorn Sprangare, were the
main factors cited by S&P in
downgrading the insurer's ratings.
Trygg Hansa posted a net loss of
74 million kronor ($9.66 million) in
the first six months of 1994, com-
pared with net income of 638 mil-
lion kronor ($82.43 million) a year
earlier.

S&P lowered its senior debt rat-

ings on Trygg Hansa AB to BBB+
from A-. Approximately $147 mil-
lion of debt is affected, S&P says.

At the same time, S&P lowered
Trygg Hansa Insurance Co. Ltd.'s
claims-paying ability rating to A+
from AA+. Although the down-
grade removes the company's rat-
ings from S&P's CreditWatch, the
rating agency has labeled the out-
look for the Swedish insurer "neg-
ative" from "stable."

S&P notes that Trygg Hansa's
weak results in part relate to the
rising interest rate environment in
Sweden and consequent unreal-
ized losses under the Swedish ac-

counting convention of writing
down each individual, non-strate-
gic investment through the profit
and loss account to the lower of
cost or market values.

Profitability was also affected
Continued on page 41
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Siemens
Continued from previous page
ers do not use. "The German mar-

ket is a consortium market. They
don't underwrite locations but pre-
fer to look at the whole risk, apply
the tariff and say 'We can give you
this credit, '" he said.

He insists that Arkwright is not
in Germany to undercut rates.
"German insurers are involved in

HPR programs like this in the U.S.,
which have much lower rates and

deductibles than in Germany."
In 1992, Siemens faced a 75% in-

crease in its premiums. The same
year, it was hit by a government
increase of insurance taxes of 20%,

which raised the company's costs
by more than 2 million deutsche
marks ($1.3 million) a year. Sie-
mens did not look into forming a
captive for its fire and business in-
terruption exposures because it
wanted to reduce its premium, a

Quality Companies
Dependable Service
Competitive Pricing

BROWN

WATER

john R. Powell, VP
Commercial Vessels

spokesman said.
The company is confident that it

can live with the large deductible
and the HPR approach.

"Factory Mutual investigated
nearly all our German factories.
They discovered that we are at
least approaching the HPR stan-
dards. We probably are an HPR
risk. We really wanted them to join
our game, because without them
we would have difficulties in get-
ting the capacity needed," the Sie-
mens spokesman said.

A last-minute attempt by Allianz
to sway Siemens to remain with its
current insurers failed. Even a

top-level meeting between Siemens
Chairman Heinrich von Pierer and

Allianz Chairman Hennig
Schulte-Noelle did not hinder Sie-

mens from moving its account.
Allianz has been spearheading

efforts by the German insurance
industry to return to underwriting
profitability by pushing for higher
rates. But inevitably, this harden-
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ing of rates and terms has led com-
panies like Siemens to seek alter-
natives.

For Allianz it was a matter of

principle. "We won't take even a
good risk like Siemens at any
price," said a spokesman for Al-
lianz. "If others think they can do
it better, all the more power to
them."

Much is at stake. While German

insurers reported an 11.5% in-
crease in premiums from commer-
cial property insurance last year,
largely or. the strength of rate
hikes, underwriting losses reached
210 million deutsche marks ($120.9

million) in 1993, following 650 mil-
lion deutsche marks ($401.5 mil-
lion) in losses a year earlier.

Nevertheless, German insurance
buyers insist the time has come for
a change.

"The finance executives of major
German corporations are now ask-
ing themselves if they can'it save
costs the same way" that Siemens
did, said Fritz-Juergen Cremer,
chairman of the insurance division

of the Federation of German In-

dustries and risk manager of chem-
ical manufacturer Hoechst A.G.

Mr. Cremer said it's a natural

consequence. "Companies are look-
ing closely at their risks," he noted.
"It could very well have a mud-
slide effect."

"As a signal effect, it's a good
thing," said a spokesman for the
insurance unit of German steel

manufacturer Thyssen A.G. in
Dusseldorf. "It's time the German

insurance industry woke up."
"It's not a solution for everyone.

We don't have Siemens' low loss

ratio. We also have a very high
(possible maximum loss) and there-
fore no possibility to switch. But
it's a good thing for industry in
general," the Thyssen spokesman
said.

Siemens' decision to switch in-

surers is a major coup for Marsh &
MeLennan Cos. Inc. Through its
German subsidiary, Gradmann &
Holler GmbH, M&M was able to
broker the agreement between
Arkwright and Siemens.

Siemens sought willing insurers
but chose Arkwright because it al-
ready works with the insurer in the
United States.

"The only amazing thing is that
it hasn't happened until now. After
all, U.S. companies do get their in-
surance on the continent. Why
shouldn't German companies do
the same in the USA? German cor-

porations have global presence,
why shouldn't their insurance be
global?" he observed.

Mr. Mahlstedt said he expects
more German companies will fol-
low in Siemens' footsteps. I
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Eruptions
Continued from previous page
adjuster's office in Lae, Papua New
Guinea, said he expected to be able
to enter the town on Saturday.

Jim Wennerbom, general manager
of Queensland Insurance (PNG) Ltd.,
a unit of Sydney-based QBE Insur-
ance Ltd., said it would be several
days before underwriters had any
idea of the insured losses.

Peter Greenlees, manager of Amer-
ican International Group Inc.'s office
in Port Momsby and chairman of the
Insurance Underwdters' Assn. of

Papua New Guinea Inc., and Robert
Anderson, the IUA's executive offi-
cer, also say it is too early for dam-
age estimates.

Paul Wilkins, a broker with Marsh

& McI.iennan Cos. Inc.'s Papua New
Guinean subsidiary, Kila Bowring
Pty. Ltd. in Port Moresby, agrees.
But he said he understood damage
at the Carpenters Pty. Ltd. coconut
products processing factory, owned
by MBS Group of Malaysia, was
"not too serious." The factory is one
of the town's major industries.

Mr. Wilkins confirmed that most

commercial policyholders in the
town had earthquaketvolcano exten-
sions, but "premiums are fairly ex-
pensive and some people made a
commercial decision" to limit their

cover.

He noted that a riot, strikes and
civil commotion extension was

"fmely available" for risks in Rabaul.
Policyholders whose properties were
looted will Sle claims under the ex-

Paternity
Continued from previous page
parents work, according to the E.C.
• The Netherlands. Sixteen weeks

of maternity leave are provided, ac-
cording to the E.C. And up to six
months' unpaid part-time leave also
is available for parents of children
under 4 years old. To qualify, the
employee must have at least one
year's prior service and continue to
work a minimum 20-hour week.

• Portugal. A paid paternity leave
of 30 to 60 days is provided in the
event of physical or mental incapac-
ity of the mother, the E.C. says.
• Spain. A maternity allowance of

16 weeks is provided. Four weeks of
this is available to the father if both

parents work, the E.C. says. And ei-
the parent with at least one year's
service can take unpaid leave of up
to three years, accordmg to Sedg-
wick Noble Lown(les.

In response to the British govern-
ment's decision to opt out of the stat-
utory paternity provision, the Con-
federation of British Industry called
for a guideline on parental leave.

"UK employers are not opposed
in principle to the provision of pa-
rental leave. Indeed, many already
grant it under their terms and condi-
tions of employment," said Howard
Davies, dimctor-general of the CBI.

A recent survey of British compa-
nies by the Equal Opportunities Re-
view in Britain found that overtwo-

thirds provide paternity leave.
The survey showed that 245 out of

356 private and public companies
surveyed provided paternity leave
arrangements that was paid in all
but two cases. Three-quarters pro--
vided for contractual leave with

one-quarter offering discretionary
leave. In most cases, paternity leave
was introduced since 1990.

The median leave was five days,
falling to four days if municipal and
local authorities and public health
authorities are excluded from the

sample.
About 16% of organizations have

improved paternity benefits since

tension, brokers confirmed.
Richard Kassman, managing di-

rector of Sedgwick Kassman Pty.
Ltd. in Port Moresby, said a video of
the town taken by underwriters fly-
ing over Rabaul showed that one
section of the town, chiefly a resi-
dential area, was "devastated," but
the industrial area was not as af-

fected.

The main business district was

"very badly damaged," he said. Vol-
canic ash on some buildings was
three feet deep. "It looks like a town
in the Alps with snow all over
it....The weight of the ash has flat-
tened roofs," Mr. Kassman said.

He is expecting a claim of about
500,000 kina ($542,550) from damage
to a school in Rabaul, operated by
the International Education Agency.
Another of his clients, Island Avia-
tion, had damage to a hangar but
was able to move planes from the
Rabaul Airport before the volcanoes
erupted, he said.

He said underwriters will need to

develop a consistent policy for Ra-
baul claims because several issues

must be clarified.
Proximate cause would need to be

determined for policyholders with
earthquake coverage. For mom than
a decade, underwritens have written
indemnity, not replacement, cover-
age for earthquake and volcano per-
ils in the Rabaul area, he noted.

There also may be questions over
the riots, strikes and civil commotion
extension because property owners
were unable to access their proper-
ties to mitigate those losses, Mr.
Kassman said. :MI'

they were introduced, but two orga-
nizations have reduced benefits.

The survey said the cost of pater-
nity leave to employers in terms of
lost time is likely to be negligible.

Of those respondents able to pro-
vide detAils, the survey shows that
during 1993, 5,899 employees took
paternity leave from 126 organiza-
tions employing 543,576 workers. On
average, the leave entitlement was
five days,resulting in a total pater-
nity leave of about 29,495 days. In
terms of the total workforce, this
equals 0.054 days of holiday per em-
ployee per year or, assuming a 35-
hour week, 23 minutes per person
per year.

Meanwhile, one of the govern-
ment's cited reasons for its decision

to opt out of the pmvision of pater-
nity leave was the recent enhance-
ment of British maternity benefits.

"The government believes that we
have very good rnaternity benefits
which have been enhanced through
the 1993 Employment Rights Act,"
said the Department of Employment
spokeswoman.

Indeed, the new rights for women
employees came into effect in June
and apply to women expecting ba-
bies on or after Oct. 16, 1994. Under
the Act, all pregnant employees now
will have the right to a minimum of
14 weeks maternity leave and full
protection against being dismissed
because of their pregnancy, the De-
partment of Employment said in a
statement.

Women who have completed two
years with their current company
will continue to be entitled to the

longer period of maternity absence
of about 40 weeks and receive statu-

tory maternity pay for up to 18
weeks. And under the 1993 Act, all
pregnant women who have com-
pleted at least 26 weeks' continuous
service and whose earnings average
at least 57 pounds per week ($90)
will qualify for up to 18 weeks' stat-
utory maternity pay. SMP is payable
by the employer at a rate of 90% of
earnings for the first six weeks and
then at 52.5 pounds per week ($83)
for 12 more weeks. .21
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by exceptional events, including
protracted winter conditions in
Sweden earlier in the year, by an
increased incidence of industrial

fire claims and by unanticipated
losses on its assumed reinsurance

portfolio, which was placed in
runoff in October 1993.

According to S&P, a further
factor underlying the downgrades
is a lack of success in two strate-

gie group initiatives:
• A planned alliance between

Trygg-Hansa and leading Swed-
ish mutual pension company,
SPP, has been abandoned.

• Trygg Hansa has yet to make
significant progress in its declared
aim of attracting a strategic coop-
eration partner.

Neither setback threatens the

strong capital base and operations
of the Trygg Hansa group, S&P
noted, but the absence of a coop-
eration partner leaves the Swed-
ish holding company with an in-
voluntary 64.5% participation in
U.S. insurer The Home Holdings
Inc.

This investment was originally
intended to be shared with the

proposed cooperation partner, but
at present depresses group perfor-
mance by providing an inade-
quate return on the substantial
investment of capital and man-
agement time made by the group.

S&P says that it expects that
new senior management at Trygg
Hansa will wish to review the

group's accounting of its invest-
ment in The Home.

Stock market analysts have also
noted that the picture will be
clouded further as the new chief
executive officer will need time to

implement any new strategy dur-
ing a period of great nervousness
in the capital markets about the
course of the Swedish economy
and the ability of a newly-elected
Social Democrat government to
implement necessary cuts in state
spending.

Sweden's state debt of 1.9 tril-

lion kronor ($255.7 billion) and its
budget deficit of 181 billion kro-
nor ($24.4 billion) are among the
highest in Western Europe.

A Trygg Hansa spokesman in
Stockholm said that even after the

S&P downgrades, Trygg Hansa is
still the highest-rated insurer in
Sweden. The company also an-
nounced that Lars H. Thunell

would become the company's new
president and CEO effective Nov.
1.

The spokesman said that Mr.
Thunell would most likely require
some time to settle into his job be-
fore reviewing corporate strategy.

Mr. Thunell was formerly presi-
dent of Securum, an arm of Nord-

banken established by the govern-
ment as a depository for bad loans
when the government took over
Nordbanken and other banks in

the aftermath of the 1991-93

Swedish banking crisis. Mr.
Thunell had earlier worked as ex-

ecutive vp at the Swiss-Swedish
engineering group, Asea Brown
Boveri Inc., moving from that post
to become deputy CEO at Nord-
banken in 1991.

Meanwhile, S&P also lowered

its ratings of Danish life insurer
Topdanmark A/S's senior debt to
B from BBB-, and its Eurocom-

mercial paper to B from A-3. The
ratings remain on CreditWatch
where they were placed July 6
with negative implications,
though the implications are re-
vised to "developing," meaning
the ratings may be raised or low-
ered.

TIONAL
About $129.6 million of debt is

affected.

S&P said that the downgrade
reflects deterioration in Topdan-
mark's financial flexibility fol-
lowing its failure to achieve
changes to its shareholder voting
restrictions.

The company had tried to give
larger shareholders a greater vot-
ing share than they currently are
allowed, but that move was re-
jected by the same shareholders as
insufficient. S&P said that this

failure has significantly reduced
the likelihood of Topdanmark's
ability to achieve a successful eq-
uity issue to supplement its in-
creasingly stretched liquidity.

Stock market analysts explain
that the fundamental problem
with Topdanmark's situation is a
change in its strategy of increas-
ing market share through build-
ing alliances with regional Danish
banks. Topdanmark invested

heavily in regional banks, in par-
ticular Aktivbank, just before the
banks incurred sizable losses from

bad loans, poor investments and
turbulent interest rates. Although
the insurance company has dis-
posed of its banking investments,
the losses eroded Topdanmark's
capital base, even though the in-
surance operations of subsidiary
Topdanmark Forsikring are still
good, analysts said.

S&P said that the majority of
the company's debt, about 1.4 bil-
lion kroner ($231 million), is ma-
turing within the next 12 months.

As of June 30, liquidity at the
holding company is tight, with
cash assets of only 180 million
kroner ($29.7 million) and a fur-
ther 212 million kroner ($35 mil-
lion) of other non-affiliated in-

vestments, compared with invest-
ments in and exposures to subsid-
iaries and affiliates totaling 3.4
billion kroner ($561 million), a
sum equivalent to 159% of share-
holder funds.

Consequently, the company re-
mains heavily dependent on its
subsidiaries for liquidity. And
these companies may be con-
strained to the degree to which
they can support their parent
without adversely affecting their
own financial strength, S&P said.

S&P's move was not unex-

pected, according to a Topdan-
mark spokesman. He said that
Topdanmark is in the midst of a
refinancing with its partners in a
European joint venture called Eu-
reko, which include Wasa Insur-
ance Co. of Sweden, Occidental of
Portugal, Friends Provident of the
United Kingdom and AVCB of the
Netherlands. Eureko jointly holds
about 30% of Topdanmark's eq-
uity.

The downgrade of Topdanmark
comes in the wake of concern

about the future of another Dan-

ish insurer, Baltica Forsikrings,
following a Danish Supreme
Court ruling on its life insurance

and pension subsidiary Danica.
The Supreme Court ruled that

while the Danish government was
within its rights to privatize the
former state-owned life insurer

Statsanstalten, which was bought
by Baltica and renamed Danica, it
left unanswered the question of if
and how any dividends would be
paid to Baltica by Danica. The
ruling has delayed indefinitely
plans by Baltica's largest share-
holder, Den Danske Bank, to sell
its stake in the insurer until this

issue is resolved (BI, Sept. 13,
1993). Since the issue has political
overtones, the fact that a new coa-

lition government has only just
been elected in Denmark means
the Danica question could remain
unresolved for some time. III
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• Security Guards,

• Patrol Services,

• Detective Agencies,

• Armored Car Service,

• Alarm Monitoring and

• Alarm Installation

For more than a decade CoverX Corporation has
continuously provided a stable insurance product
for the Security Industry. During that time many

companies and agencies professing to
"specialize" in this industry have come and gone.
In today's difficult insurance marketplace most

are simply gone. COVERX CORPORATION IS
STILL HERE, providing that industry with custom
tailored GENERAL LIABILITY AND

PROFESSIONAL LIABILITY.

I f you havecurrent or potential clients in the security industry whose long range interests lie in
obtaining a quality insurance product in a stable market then you owe them a CoverX quotation.

For further information or applications call or write.

COVER-X CORPORATION
R O. Box 5096, Southfield, Michigan 48086

Telephone: (810) 358-4010
FaCsimile: (810) 358-2459
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Reform win passage of a scaled-back ployee benefit plans unless the managers and lobbyists say. Can you imagine the problems
package that includes curbs on state receives a special waiver "There will be great sympathy we would face if we had to comply
pre.existing medical condition from Congress, on Capitol Hill to *ive states more with dozens of different benefit

Continued from page 1 exclusions, expanded health in. Without such waivers, states freedom to do their own reforms," rules?" asked Fred Hamacher, vp
this year that would be too much surance tax breaks for the self. like Oregon and Washington can. said Bob Dankmyer, vp.employee of compensation and benefits at
change too fast," said Frank employed and health insurance not implement previously passed benefits at Marriott Corp, in Be. Dayton Hudson Corp, in Minne.
MeArdle, a consultant with He. subsidies for poor women and legislation that requires employ. thesda, Md. apolis
witt Associates L,L,C, in Wash. children, ers to offer and pay for group States are going to say: 'Singe Others say states-freed from
ington. Congressional observers, health care coverage, you (Congress) couldn't enact fed- the constraints of ERISA-would

This assessment comes in the though, give Sen. Moynihan's ef. And New York and other states eral reforms, give us the means to rush to pass laws imposing taxes
wake of last week's decision by fort little chance of success, that have imposed sureharges on do our own reforms,"' said James on self-insured health plans as an
Senate Majority Leader George Most of the reform speculation hospital bills-used to partially Klein, executive director of the alternative to politically riskier
Mitchell, D.Maine, to pull the now is focused on the type of pro. offset the cost of uncompensated Assn, of Private Pension & Wel. general tax Increases.
plug on Senate consideration of posals that Congress will consider care =incurred by employees cov= fare Plans in Washington 6, States are looking for revenue
comprehensive health care reform next session in the wake of the ered by employer.provided health Benefit managers fear ERISA sources," said Mark Ugoretz,
legislation, collapse of the administration's care plans-have seen those laws waivers almost as much as reviled president of the ERISA Industry

Too little time, combined with effort to enact sweeping legisla. struck down by courts as violating Clinton administration proposals Committee, a Washington.based
Republican "obstructionism," tion this year, ERISA, like mandatory state.established benefits lobbying group,
made it impossible for Congress to At the top of the priority list In the wake of the congressional health care purchamng alliances So.called insurance reform,

take action on reform legislation will be legislation to make it eas- failure to enact federal health They warn that if Congress guts which includes gurbs on pre-ex-
;n the remaining few days of the ter for the states to pass their own care reform legislation, states will ERISA's pre-emption provisions isting medical condition exclu.
session, Sen. Mitchell said. reform proposals, Currently, the expand their efforts to convince to automatically permit states to sions, is one of the few areas that

However, last week, Senate Fi. pre-emption provisions of the Congress to pass legislation to implement health care reform leg. Republicans and Democrats alike
nance Committee Chairman Employee Retirement Income Se- weaken ERISA'$ pre.emption Wation, multistate employers will say are necessary, As a result, its
Daniel Patrick Moynihan, D-N,Y,, curity Act prevent a state from provision so states have the tools be bombar¢led with a maze of dif- consideration as part of a reform
was making a last.ditch effort to enacting laws that "relate" to em- to pass their own reforms, benefit ferent requirements, Continued on nest page
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package is a given.

Similarly, support for health in-
surance subsidies for lower-in-

come individuals cuts across

party lines and consideration of
those subsidies also is unquestion-
able.

Some other proposals-the sta-
ple of the Clinton health care
package-will not come back.
Legislators this year buried man-
datory purchasing alliances and
their return in proposals next year
appears impossible.

In addition, legislators wanted
no part of the administration's
proposal to control health care
prices through a global health
spending budget.

An employer mandate-once
the leading idea of both the ad-
ministration and many congres-
sional Democrats as the best way
to expand health care coverage--
will face rough sledding, if it even
comes up.

Legislators, recognizing the
power the small-business lobby
wielded this year, will be reluc-
tant to renew the battle for an em-

ployer mandate.
"The small-business community

demonstrated that it is a very po-
tent force," said Hewitt's Mr.
McArdle.

Perhaps the biggest question of
all is whether Congress, after this
year's almost certain failure to
pass health care reform legisla-
tion, will be more successful in
the next round.

Some benefit managers have
their doubts.

"If Congress couldn't pass any-
thing over the last two years de-
spite so much time and effort, it is
questionable they can next year,"
said Helen Darling, manager of
health care strategy and programs
at Xerox Corp. in Stamford,
Conn.

"Added to that, there is so much

fear, anxiety and confusion that
will have to be overcome," she
continued.

Others, though, say the chances
of legislation being enacted are
better because Congress won't
waste time on politically dead is-
sues like mandatory purchasing
alliances.

"The most important conse-
quence of this session's develop-
ments is that next year we'll start
with a more reasonable ap-
proach," said Leslie Aubin, senior
director of government relations
at the National Assn. of Wholesal-

er-Distributors in Washington.
Meanwhile, benefit consultants

say employers-despite earlier
predictions to the contrary-did
not put health care overhaul pro-
jects, like expanding managed
care plans, on hold while Con-
gress was knotted in considering
legislative proposals.

"Employers continued to move
very aggressively. No one held off
because of what the government
might do," said Kevin Meehan, a
consultant with The Wyatt Co. in
Washington.

Employers pressed ahead on
plan overhaul projects because of
both skepticism that Congress
would pass substantive reform
legislation as well as their own
bottom-line orientation not to

wait to take action to control

costs, according to Wyatt's Mr.
Meehan.

"There was a feeling of why
wait. Employers thought that
what, if anything, Congress does
may not happen for two or three
years," said Stephen Parahus, a
consultant with Kwasha Lipton in
Fort Lee, N.J. "In the meantime,
an employer could have lost out
on substantial savings because the
payback from plan redesign can
be so quick," he said. /0/
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Panel has mixed views of reform drive's end

By CHRISTINE WOOLSEY

CHICAGO-It will take a mas-

sive economic downturn, in which
the bulk of the working middle
class fears the loss of health care

coverage, to get Congress to pass
comprehensive health care reform
in the next session, predicts a cor-
porate benefits executive.

Even then, the same bitter

quagmire of disagreement over
who will pay for health care re-
form will likely also doom the
chances of passing substantial re-
forms in 1995.

That isn't necessarily bad news
for some players in the recently-
ended health care reform debate.

"When health reform didn't

pass, we were disappointed be-
cause there is a fear that if some-

thing is not done, we'll be in the
same grind as during the 1980s,"
said Robert W. Batey, manager of
benefit planning at Ameritech Inc.
in Chicago.

Mr. Batey represented the Assn.
of Private Pension & Welfare

Plans, a large employer lobbying
group, during a town hall meeting
on health care reform held last

week in Chicago, sponsored by the
Chicago chapter of the Interna-
tional Society of Certified Em-
ployee Benefit Specialists.

Several other panelists, includ-
ing representatives of labor, small
business, insurance and provider
groups, joined Mr. Batey in at-
tempting to predict the future of
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health care reform following its
untimely death (see story, page 1).

Many large employers were
somewhat relieved when none of

the proposed health reform bills
could gain a consensus during the
last few weeks, Mr. Batey said.

"For large employers, the health
care debate played out against a
background of successful health
care plans," he explained. "The
majority of our employees are
covered, costs have been held
down-Ameritech's costs are half

of the national average-and we

-,

j

'The majority of our
employees are

covered, costs have
been held down,'

says Robert Batey.

didn't want our efforts to be hurt

rather than helped by national
health care reform."

John Krichbaum, vp of health
policy management for the Ameri-
can Medical Assn. in Chicago,
said the AMA is "saddened and

disappointed" that Congress
couldn't manage to pass a bill.
"We had as much concern as other

organizations about the bureau-
cratic overlay in the bills," he
said. "But we would have rather

seen something happen and come

back and fix it later."

The opportunity to enact dra-
matic health reform legislation
may not come around again for
some time, Mr. Krichbaum
warned.

"If there is anything to blame
for the death of health care re-

form, it's the huge costs of univer-
sal coverage and the sheer com-
plexity of the issues," said Jae L.
Wittlich, senior vp and chief oper-
ating officer-group benefits of
CNA Insurance Cos. in Chicago.

"I think the health care reform

debate ran out of the starting gate
heading the wrong way," com-
mented Mark Pufundt, executive
director of policy and membership
services for the U.S. Chamber of

Commerce's Midwest Membership
Center.

Instead of trying to craft pro-
posals that contained something
for everyone, Congress should
have been more focused on hoi to

finance health care reform, said
Mr. Pufundt.

Indeed, disagreement over how
to finance universal coverage oc-
cupied much of Congress' time
during the summer of 1994.

Disagreement still exists. Dur-
ing the town meeting, the more
than 100 attendees were polled for
their views on some of the same

questions federal policymakers
faced this year. The audience was
made up of a variety of industry
segments: 39.8% represented the
insurance industry; 21.2% repre-
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sented big business; 13.3 repre-
sented the health care industry;
6.2% represented small business;
2.7% represented labor; and the
remaining 16.8% represented
other industries.

While the majority of attend-
ees-81%-said they support the
goal of universal coverage for all
Americans, they lacked consensus
over how to finance it.

Forty-six percent said the best
way to finance benefits, if man-
dated by Congress, would be
through employers, while 30.9%
said the best way would be
through taxes and 22.3% said in-
dividuals should finance their

own health care coverage.
The attendees also were asked if

the current inaction on health

care reform has left them frus-

trated or relieved. Fifty-six per-
cent said they were relieved, while
44% said they were frustrated.

However, one panelist said "a
post mortem" for health care re-
form isn't appropriate. The pres-
sures that prompted the debate,
including increasing costs, ineffi-
ciencies and the need for quality
standards, will continue, said

David Cohen, assistant director of
education for the AFL-CIO's De-

partment of Education in Wash-
ington.

"Collective bargaining agree-
ments will be negotiated on a
massive scale in 1995 and 1996

and health care will be a big is-
sue," he predicted. -
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Insider Trading
Aetna Life & Casualty Co.:

Ronald E. Compton, chairman,
exercised an option for 200 com-
mon shares and disposed of by
gift 200 common shares at $45.63
each on Aug. 24. He now directly
and indirectly holds 18,975 com-
mon shares.

Aetna Li fe & Casualty stock
closed at $45.38 a share on Sept.
23.

Argonaut Group Inc.: Randall J.
Mellin. vp, sold 1,500 shares of
common stock at $29.75 each on
Aug. 30. He now directly holds
653 common shares.

Argonaut stock closed at $29.75
a share on Sept. 23.

Chubb Corp. Donn H Norton,
vp. exercised an option for 2.094
shares of common stock at $47.75

each from July 26 to July 28 and
sold, 2,594 shares between $73.13

and $74.25 each from July 26 to
July 28. He now directly and indi-
rectly holds 1,235 common shares.

Chubb stock closed at $69.88 a
share on Sept. 23.

General Re Corp.: Tom N.

Kellogg, officer of subsidiary, sold
600 shares of common stock at

$110.25 each on July 22. On Aug,
9, he exercised an option for 5.742
common shares between $55.50

and $55.81 each and sold them be-

tween $110.63 and $110.88 each
on the same day. He now directly
and indirectly holds 24,094 com-
mon shares.

General Re stock closed at

$107.25 on Sept. 23.

Hartford Steam Boiler Inspec-
tion & Insurance Co.: Donald M.

Carlton, vp, sold 3,000 shares of
common stock between $44.75

and $45 each on Aug. 8 and now
directly and indirectly holds
30,307 commons shares.

T. Skipwith Lewis, vp, sold
3,000 shares of common stock at

$45.75 each on Aug. 4 and now di-
rectly and indirectly holds 28,075
common shares.

Keith S. Hynes, retired, sold
1,350 shares of common stock at
$46.13 each on June 13. Mr. Hynes
now directly and indirectly holds
16,217 common shares.

Hartford Steam Boiler stock

closed at $43.88 a share on Sept.
23.

Humana Inc.: Irwin Lerner, di-

rector, bought 2,000 shares of
common stock at $16.50 on July 7
and now directly and indirectly
holds 3,000 common shares.

Humana stock closed at $22 a
share on Sept. 23.

Kemper Corp.: John W. Burns,
officer. exercised an option for
12,700 shares of common stock
between $20.63 and $38.38 each

on Aug. 23 and sold them at
$60.80 each on the same day. Mr.
Burns now directly holds 109
common shares.

Alan J. Baltz, vp, exercised an
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Lincoln National Corp.: Robert
K. Malik, vp, sold 2,000 shares of
common stock at $36.25 each on

Aug. 11 and now directly and in-
directly holds 5,670 common
shares.

Richard Stuart Robertson, vp,
sold 500 shares of common stock

at $37.63 each on Aug. 24. He now
directly and indirectly holds
21,141 common shares.

Lincoln National stock closed at

$36.13 a share on Sept. 23.

NAC Re Corp.: Thomas C.
Jones, officer and director, exer-
cised an option for 5,000 shares of
common stock at $13.61 each from
Aug. 18 to Aug. 31 and sold 37,375
shares between $26 and $26.50

each during the same period. He
now directly holds 12,000 com-
mon shares.

NAC Re stock closed at $26.38 a
share on Sept. 23.

Ohio Casualty Corp.: James A.
Metz, retired, indirectly sold 1,000
shares of common stock at $30.63

on July 29 and no longer holds
shares in the company.

Barry Schuyler Porter, officer,
exercised an option for 1,500
shares of common stock at $13.63

each on Aug. 10. To cover transac-
tion costs, he turned in 1,500 of
them for $32.50 each on Aug. 10.
He now directly and indirectly
holds 24,497 common shares.

Ohio Casualty stock closed at
$31.25 a share on Sept. 23.

Poe & Brown Inc.: Charles W.

Poe, director, exercised an option

t

option for 24,980 shares of com-
mon stock at an unreported price
from Aug. 5 to Aug. 16. To cover
transaction costs, Mr. Baltz
turned in 447 of the shares for

$61.38 each from Aug. 5 to Aug.
16 and sold 24,980 shares in the

open market at $61 each during
the same period. He now directly
holds 5,001 common shares.

Kemper stock closed at $60.75
on Sept. 23.

L f.
*4,

for 939 shares of common stock at

$7.60 each on Aug. 30. He now di-
rectly and indirectly holds
468,586 common shares.

Poe & Brown stock closed at

$20.50 a share on Sept. 23.

SAFECO Corp.: Dan D.
MeLean, officer of subsidiary, ex-
ercised an option for 2,457 shares
of common stock between $33.75

and $47.88 each on Aug. 4. Mr.
McLean now directly holds 8,295
common shares.

SAFECO stock closed at $50.88

a share on Sept. 23.

44 4

SCOR U.S. Corp. Barry Golub,
retired, exercised an option for
1,600 shares of common stock at

$8 each frorn July 12 to July 14.
He sold 2,479 shares at $11 each
from July 12 to July 14 and no
longer holds shares in the com-

pany.

SCOR U.S. stock closed at

$11.38 a share on Sept. 23.

Trenwick Group Inc.: Michael
F, Mather, officer of subsidiary,
exercised an option for 1,250
shares of common stock at $19.75

each on June 10. He now directly
holds 7,296 common shares.

Trenwick Group stock closed at
$37.50 a share on Sept. 23.

USF&G Corp.: Robert J. Hurst,
director, indirectly purchased
9,300 shares of common stock at
$13.50 each on Aug. 2 and sold
9,300 shares at $13.25 each the
same day. He now directly and in-
directly holds 6,000 common
shares.

USF&G stock closed at $13.38 a

share on Sept. 23.

Insider Trading, compiled by In-
vest/Net Trading Group Inc. of
Fort Lauderdale, Fla., from re-
ports filed with the Securities and
Erchange Co mmission, tracks
stock sales and purchases by in-
surance industry directors and Of-
ficers. The column is distributed

by Tribune Media Services Inc.

t



Tontinued from page 1
Resolution Fund would have to be

mned out by a conference commit-
Lee, a time-consuming task at a time
Nhen most lawmakers want to go
nome to campaign for re-election.

Sen. Dole noted the House's lack

i action in his obituary for Super-
und reauthorization.

"I just heard that the House may
.eave next Wednesday," he said. Sen.
Dole added that the Senate calendar

s pretty full through the end of this
week. The time to pass a bill has run
iut, he said.

However, Sen John D. Rockefeller
[V, D-W.Va., scoffed at Sen. Dole's

reasoning. Opponents of reauthoriza-
tion had cited a shdnking legislative
:alendar a month ago as reason to
delay action, he said. In fact, they
nad offered that argument "indeed,
two months ago," said Sen. Rock-

Proponents of the reauthorization
package are not ready to give up yet,
citing the Finance Committee's ap-
proval of S. 1834.

"Our sense of confidence that Con-

Settlement
Continued from page 2
unpaid claims. The payments from
Employers Reinsurance Corp; Fire-
man's Fund Insurance Co., and
units of American International

Group Inc. could add up to as much
as $4 million, lawyers say.

Settlements already reached with
insurers of other parties in the
case-including Empire and Golden
Eagle Insurance Co.-amount to
more than $2.5 million, lawyers say.

Insurers for dozens more defen-

dants had not settled late last week,
including Transamerica Insurance
Group, Continental Casualty Co.
and RLI Insurance Co., lawyers in
the case say.

U.S. District Judge Milton Pollack
had set today as a deadline for set-
tlements. Trial is scheduled for Jan-

uary.

An amended class action com-

plaint was filed earlier this year in
U.S. District Court in New York,
charging that roughly 8,000 people
were defraut:led in a nationwide

health insurance scam that involved

several allegedly phony insurers and
their operators-some of whom
have criminal convictions-and
nnore than 500 wholesale and retail

agents and brokers.
The suit charges that in 1988 Mr.

Loeb, then a five-time convicted
felon, obtained an Empire group
health insurance contract for Con-

solidated Local 867, a purported la-
bor union he had formed. In fact,
Local 867 was a sham Mr. Loeb set

up to market the Empire coverage
nationwide to anyone who joined
the union, the suit alleges.

Mr. Loeb--who went on to form

another allegedly phony union, the
National Council of Allied Employ-
ees-was sentenced to 71 months in

prison last year for embezzling
funds from Local 867's health plan
(BI, Dec. 13, 1993; May 18, 1992).

The solicitation of mainly non-
New York policyholders was illegal,
and Empire terminated the contract
in 1990, the suit says.

About 4,100 of the original 8,631
Empke policyholders were then
rolled over into a series of allegedly
fraudulent offshore insurers over the

next three years. The insurers and
several of their operators, named as
defendants in the suit, include:
• Winston Hill Assurance Co. Ltd.

of the Turks & Caicos Islands, and
George Wilson and Norwood Rolle,
Bahamian citizens who were alleg-
edly representatives of the insurer.
• Anchorage Fire & Casualty Co.

gress will act this year on this impor-
tant fegislation was renewed with to-
day's vote in the Senate Finance
Committee," Mike MeGavick, direc-
tor of the American Insurance

Assn.'s Superfund Improvement Pro-
ject, said last Wednesday.

"Those who urged delay once
again have failed to make their case.
The fact the bill has now passed
three subcommittees and five com-

mittees-or one-third of all members

of Congress-stands as solid proof
that members of Congress agree this
is a good bill for all Americans," Mr.
MeGavick said.

But some reauthorization bill sup-
porters indicated during a press con-
ference on the eve of the Senate Fi-

nance Committee's action that they
might have to come back next year
to get the bill enacted (see related
story).

The Finance Committee's debate

centered around the reauthorization

plan's EIRF provisions. The EIRF,
which is designed to reduce litiga-
tion between policyholders and in-
surers over Superfund coverage, has
proved to be the most contentious
portion of the bill.

Most of the AIA member compa-

Ltd. of the Turks & Caicos and An-

tigua, and Randy Glad, an Anchor-
age principal. Anchorage is being
liquidated by Tennessee regulators
(BI, June 1, 1992).
• Promed International Ltd. of

the British Virgin Islands.
• Old American Insurance Co.

Ltd. of the Turks & Caicos, one of
many fraudulent insurers operated
by Mr. Teale, who died in April
while serving a 17-year fraud sen-
lance (BI, April 18).
• Provident Capital Indemnity

Ltd. of Dominica, which reported
$75 million in allegedly bogus assets
on its balance sheet; and Robert
Roy, a PCI official who pleaded
guilty to a felony charge in Florida
connected to PCI's operations (BI,
May 10, 1993; Nov. 2, 1992).
• First Assurance & Casualty Co.

Ltd. of the Turks & Caicos and its

president, Jesse Maynard. First As-
surance filed for bankruptcy in
Oklahoma last year (BI, March 7).

The lawsuit charges these defen-
dants with violations of the federal

Racketeer Influenced and Corrupt
Organizations law.

R also levels RICO charges against
Mr. Loeb and several other individ-

uals allegedly involved with the
health plans:
• Harvey I. Glick, accused of

helping to organize the scheme's
network of agents.
• Arthur Alvin Haney, founder of

two groups that marketed the alleg-
edly phony coverage.
• Raymond A. Huelfeld, who al-

legedly acted as administrator for
certain of the offshore insurers and

who jumped bail after pleading
guilty to fraud charges in Ohio and
Kentucky, the lawsuit says.
• Donald K. Anderson, an officer

of American Healthcare Underwrit-

ing Managers Inc. of San Francisco,
who the suit says represented Win-
ston Hill and PCI.

• Ferrell Travis Riley, a consult-
ant with M&M Management Corp.
of Kansas City, Mo., who allegedly
represented another offshore com-
pany involved with the plans (BI,
Jan. 31).

The lawsuit also accused Empire
of fraud, negligence and bad faith
for failing to detect the alleged Lo-
cal 867 Ponzi scheme.

It also levels negligence charges
against more than 500 agents who
produced business for the plans in
several states.

Empire earlier this year agreed to
pay $1.5 million to settle the suit,
and other defendants have agreed to
more than $1 million in payments,
including a settlement of roughly

nies supporting the EIRF, while the
Reinsurance Assn. of America, the
Risk & Insurance Management Soci-
ety Inc. and most other insurers op-
posing it.

Insurance opponents object to hav-
ing to pay a special tax, estimated at
$810 million a year for 10 years, to
pay for the settlements offered by
the EIRF to policyholders. Policy-
holders who accepted the settle-
ments, which would represent a por-
tion of their cleanup costs, would
have to agree not to sue their insur-
ers for more.

The EIRF taxes would be raised

through a system of retrospective
and prospective premium taxes lev-
ied on most commercial lines.

In an attempt to quell opposition
from smaller insurers, the Clinton
administration offered to increase

the threshold of premiums written
by direct insurers subject to the ret-
rospective tax to $250 million from
the pIeviously proposed $50 million-

Assistant Treasury Secretary Le-
slie Samuels said that the higher ex-
emption meant that only 91 direct
insurers would have to pay the rel:ro-
spective tax, rather than the more
than 600 that would have had to pay

$700,000 fr,om Golden Eagle, the
E&0 insurer for about 35 of the

agent defendants, said Mr. Cohelan
of Cohelan & Khoury in San Diego.

Ust week, E &0 insurers for doz-
ens of other agent defendants also
reached settlement agreements.

Under separate agreements, Em-
ployers Re, Fireman's Fund and
AIG units will pay amounts equal to
roughly 71% to 75% of valid ad-
justed health claims left unpaid in
the alleged scam, lawyers involved

in the case say.
AIG insured between 50 and 70 of

the agents, confirmed Thomas Mani-
sero, a lawyer with Wilson, Elser,
Moskowitz, Edelman & Dicker in

New York. Employers Re and Fire-
man's Fund together insured 60 or
70 agents, said their lawyer, David
H. Paige of Lustig & Brown in New
York.

Mr. Manisero and Mr. Brown both

added that the insurers continue to

receive new notices of claims from

agents who have been added as de-
fendants in the case.

Robert L. Brace, a lawyer with
the Santa Barbara, Calif., firm of
Hollister & Brace, representing the
plaintiHs, said payments by the
three insurers under the settlements

could total about $4 million.
Mr. Paige, however, said the

claims will be carefully investigated
and that Employers Re and Fire-
man's Fund may end up paying
"well under $1 million" combined.

"The great majority of the claims
cannot be traced to any insured
agent," Mr. Paige said. mm

Business Insurance, October 3, 1994 / 45

under the lower exemption.
This did not meet the objections of

smaller insuners, as Jack Ramirez,

executive vp of the National Assn. of
Independent Insurers, told the Sen-
ate committee after having been in-
vited to give a brief statement. Mr.
Ramirez, also speaking on behalf of
the Alliance of American Insurers

and the National Assn. of Mutual In-

surance Cos., said the groups re-
mained "opposed because the
amendment does not address the ba-

sic inequity of the tax." He said
keeping the prospective tax meant
that insurers that have little or no

Superfund liability would have to
"pick up the tab" for larger insurers'
past liabilities.

Reinsurers that hoped to get a
more favorable tax rate in the most

recent rewrite of the bill also oppose
the measure. A few weeks ago, the
RAA gave its conditional approval to
a revised Superfund tax plan,
though withholding support for the
EIRF, if they rEceived retrospective
tax rates similar to those imposed on
pnmary insurers (BI, Sept. 19)

However, the relnsurers' rel:rospec-

tive rate was set at 0.48% over the

EIRF's projected 10-year life span,
compared with a retrospective tax
rate of 0.22% for direct insurers dur-

ing the first four years of the EIRF,
after which inSUIErS' tax would shift

to a prospective premium tax of
0.69%. Domestic reinsurers also ob-

jected to how the relative taxes
would be split between domestic and
foreign reinsurers.

"Let's not kid ourselves, the taxing
provisions are unfair," said Sen. Mal-
colm Wallop, R-Wyo., as he intro-
duced an amendment to strip the
EIRF from the Super*md bill. He
said the EIRF tax was really "a
broad-based tax designed to be
borne indirectly by the general pub-
lic," who would pay for it through
higher premiums.

But with little debate, the Wallop
amendment died on a 13-to-7 vote.

A trio of other amendments, deal-
ing with non-germane matters such
as tax breaks for self-employed peo-
ple who buy health insurance and
the taxation of disaster benefits paid
to farmers were also defeated before

the committee approved S. 1834. ¤]

Superfund bill backers to try again
WASHINGTON-Supporters of

the Clinton administration's Super-
fund reform package will be back
next year to push for reforms if law-
makers fail to reauthorize the pro-
gram duling the waning days of the
103rd Congress.

"We would try our best to hold the
coalition together," Richard D.
Smith told a Washington press con-
ference on the eve of the Senate Fi-

nance Committee's vote on its ver-

sion of the reauthorization package,
S.1834.

But Mr. Smith president of War-
ren, N.J.-based Chubb Corp., added
that "re-evaluation" of the package
would be "inevitable" if the measure

dies in this Congress.
Other representatives of the pro-

reform coalition that includes busi-

nesses, municipalities and environ-
mentalists as well as some insurers,

stressed their belief that Superfund
must be reauthorized before Con-

gress recesses.

Lack of reauthorization "will

cause dire consequences for many
communities expecting, praying, for
help from the federal government,"
said William J. Roberts, legislative
director of the Environmental De-

fense Fund.

"Virtually everybody agrees that
Super*md is broken," said E.S.
Woolard Jr., chairman and chief ex-
ecutive officer of E.I. duPont de Ne-

mours & Co. in Wilmington, Del.
"There is time. In the remaining days
of Congress, it is imperative that Su-
pei*md reform move forward."

"This bill deserves bipartisan sup-
port," said Mr. Smith.

"Contamination does not know

party labels," added Mr. Roberts.
-By Mark A. Hofmann
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Stock analysts give insurance outlook
By RODD ZOLKOS

CHICAGO-It may take decades
to play out, but one industry analyst
says the first signs of a property/ca-
sualty insurance in-
dustry "mega-trend"
toward higher rates
and reduced capacity
can already be seen.

Pressure from Wall SOCIETY

Street ultimately will
leave property/casualty insuirrs no
choice but to write fewer policies
and raise rates, said Michael A.
Smith, a senior vp with L,ehman
Brothers in New York.

Mr. Smith participated in a panel
exarnining investors' views of the in-
surance industry at the annual
CPCU Society conference held in
Chicago. Leandro S. Galban Jr.,
managing dimctor of Donaldson,
Lufkin & Jenmtte Securities Corp. in
New York, and Allan W. Alkerson,
president of Century Capital Man-
agement and chairman of Century
Shares Trust in Boston also spoke at
the session.

Based on insurance companies'
stock prices, Mr. Smith said his view
is that Wall Street is clearly not bull-
ish on the industly. "I think the mar-
ket is telling us something about
how it views the insurance industry
these days," he said.

He noted that by some interpreta-
tions of the numbers, the property
and casualty industry is doing well,
its growth outpacing that of the
economy as a whole.

But, while over the last 15 years
written premiums have grown 1%
faster than the gluss domestic prod-

uct, over that same period "claims
are growing 2% faster (than the
GDP) and that says an awful lot
about the business," Mr. Smith said.

And, over the last two quarters,
the growth rate of written premiums
has headed down, he said, falling be-
low that of the economy.

"It gets mal difficult to get real en-
thusiastic about an industry in that
circumstance," Mr. Smith said.

But, while the signs have been
the* to call an industry turn, that
change in the cycle hasn't material-
ized, he noted. "Right now the indus-
try looks like it's at cyclical bottom.
We ought to be at the turn. So far,
nothing's happening."

While their underwriting perfor-
mance might not be great in mcent
years, insurers' results have gotten a
boost from investment income. Now,
though, a new accounting rule, Fi-
nancial Accounting Standard 115, is
placing additional pressum on their
balance sheets.

Until this year, insurers canied
those bonds on their books at cost.

FAS 115, however, mquires them to
list at market value any fixed-in-
come securities that might be sold
before maturity.

For many insurers, this means
even if underwriting earnings are up,
their book value can decline and de-

creese shareholder equity due to this
year's deterioration in bond prices
that now must be mflected on their

books.

"Wall Street pays for high returns
on equity, not low," Mr. Smith said.

Finally, an incmased level of expo-
sure to single-event risk will force
property/casualty insurers to scale

back the number of policies they.
write and look to reinsure more of

the Iiks they are covering, Mr.
Smith believes.

"Risk exposure to single large
events right now is far greater in the
property/casualty industry than it
ever has been," he said.

While exposure of no more than
1% to 2% of statutory capital ex-
posed to single event risk was once
the standard, insurers now have 6%

to 7% exposure to single large risks,
Mr. Smith said. "Well, 7% is last

year's earnings," he said. "Wall
Shet doesn't pay for volatility."

Forced to reduce that exposure, in-
sumrs will "write fewe policies and
buy more reinsurance," Mr. Smith
said. But doing less business will
make it even harder to increase capi-
tal. What's more, hidher interest
rates on bond holdings aren't the an-
swer. If interest rates go up, inflation
is likely to go up as well, making in-
surers' loss mserves inadequate.

So "the only way that the insur-
ance industry can respond is to raise
rates," Mr. Smith concludes.

The first stages of his "mega-
trend" are already occurring, Mr.
Smith said, noting that insurers are
reducing the coverage rhey write in
Florida while demand for remsur-

ance has kept reinsurance rates high
relative to the rest of the market.

DLT's Mr. Galban agreed that if
the industry is going to improve its
earnings, it has to do it through im-
proved underwriting performance.

"I tell our clients to forget the cy-
cle, that they've got to make money
at any point in time with what
th«re given. If th«re unable to do

Industry's top challenges
By SALLY ROBERTS CPCU panel disagrees on top priority

CHICAGO-Insurance executives

disagree on what poses the greatest
threat to the insurance industry, but
they're unanimous in
the belief that insur-

ers are under pnessuk
on many fronts. (161

Six insurance in-

dustry executives ex- SOCIETY
pressed what they see
as the biggest challenges facing the
industry in a panel discussion at the
CPCU Society annual meeting in
Chicago on Sept. 25-28.

"The center of all our ills is the le-

gal system," and it is hindering the
industry in providing the products
and services consumers need, said
Alice B. Fielding, president of
Heston Fielding & Associates Inc.,
an agency in Jacksonville, Fla.

She said that the industry should
reform the legal system first, which
will in turn help other individual re-
form efforts, such as insurer sol-
vency, pollution, workers compensa-
tion and health cam.

"I think the catastrophe problem
is our No. 1 problem," contends
Gerald D. Stephens, president and
chief executive officer of RLI Group
in Peoria, Ill. Passage of the Na-
tional Disaster Protection Partner-

ship Act would be a step in the right
direction, he said. But the industry
needs to do a better job conveying
to the legislators that this bill is
about affordable and accessible ca-

tastrophe insurance for companies
and individuals. It needs to be em-

phasized "that we're working for
the policyholder.

Indeed, one of "the wild cards the

industry faces" is natural calamities,
agreed Edward B. Rust Jr., presi-
dent and CEO of State Farm Group
in Bloomington, m.

Whether it be natural catastro.

phes or misdirected public policies,
they are "issues we find ourselves

wrestling with."
In addition to catastrophes, "one

thing that keeps me awake at night
is the need to better manage
change," said Edward B. Jobe,
chairman and CEO of American

Re-Insurance Co. in Princeton, N.J.
With emerging technology and the
changing needs of clients, the indus-
try needs more specialists and needs
to go outside the industry more for
solutions, he suggested.

Gerald L. Maatman, chairman
and CEO of Long Grove, Ill.-based
Kemper National Insurance Cos.,
says the greatest threat to the indus-
try lies in the "continuous tempta-
tion for politicians to use the insur-
ance industry as a tool for social
change." Too many people have lit-
tle or no faith in the industry, he
said.

On the other hand, Robert E. Gal-
lagher, chairman and CEO of Itasca,
Ill.-based Arthur J. Gallagher & Co.,
"very clearly" sees the continuing
soft property/casualty market as the
greatest threat to the industry.

"How can the industry sell its
products for less than cost? I don't
know," he said.

The executives achieved much

mom of a consensus on two other

pressing concerns-the need for
quality improvements and the need

to squelch redlining
Most of the insurers represented

have moved forward with quality
initiatives to better serve clients.

For example, American Re-Insur-
ance recently reorganized its ser-
vices so that each client gets a team
of specialists who can communicate
electronically with each other, Mr.
Jobe said. The company recognized
that some of its products did not

meet the buyer's needs and that
people do not buy reinszirance, but
solutions, he said.

Mr. Gallagher said that the qual-

ity initiative began at his company
more than three years ago with its
Gallagher Bassett Services unit.
Each top manager attended quality
classes and then took a top-down
approach with the rest of the risk
management services unit.

The retail brokerage side of the
business followed suit a couple of
years later when clients started ask-
ing what the broker's quality initia-
tive was, Mr. Gallagher said.

The brokerage's main focus now
is account retention, he said.

At RLI, benchmarking is the best
practice in achieving quality, Mr.
Stephens said.

However, Kemper's Mr. Maatman
remains skeptical about total qual-
ilY management. "I think the jury is
still out on if the total amount of

time and resources spent are going
to be worth it," he said, noting that
Kemper has implemented TQM
strategies for the past two years.

Another issue the executives ad-

dressed was redlining.
"A lot of accusations of redlining

comes from the fact that underwrit-

ers have not changed" their atti-
tudes toward society, said Ms. Field-
ing. "It's no longer 1950 and we no
longer live in the Ozzie and Harriet
world."

Redlining is "the most critical
public relations problem the indus-
try will face in the next decade,"
Mr. Maatman said.

The industry must make more of
an effort to market to the inner cit-

ies, he suggested, adding that mid-
size insurers need to expand in this
area. "We must do a better job and
gain greater visibility," he said.
"There is good business to write."

J. Wesley Ooms, president of the
CPCU Society and assistant vp at
State Fam Fire & Casualty Co. in
Bloomington, Ill., moderated the ses-
mon. ial

that, they ought to think seriously
about doing something else," he said.

Mr. Galban sees merger activity
among insurers as one way they're
tlying to accomplish that. "Every-
bodys trying to become dominant in
fewer aleas, whether it be geographi-
cally or by product," he said.

He also suggested that the insur-
ance industry has become so seg-
mented that it now responds piece-
meal to market changes, and conse-
quently there's no potential for an
industrywide him.

Century's Mr. Fulkerson agreed
that a look at insurance stock prices
suggests investors aren't bullish on
the industry. But he noted there are
"enonnous differences among com-
panies," and suggested the industiy
can't be viewed as a single nnono-
lithic block. A better question, he
noted, would be "why investors
should be more bullish on certain in-

surance businesses."

"I'm a believer in the insurance in

dustry. It's large, indispensable
growing and diverse," Mr. Fulkersor
said, adding that the insurance in
dustry is "a great business" but on,
that's "greatly misunderstood."

Mr. Fulkerson said he believes tha

from an investor's perspective, th<
question of when the insurance cycle
will turn is irrelevant. "The insur.

ance industry is a major growth in
dustly that has grown faster thar
the U.S. economy over any given pe
riod of time," he said, and he sees rtc
reason that shouldn't continue.

But, as they move into the nex
century, the largest companies wil
do well only if they are profit-
rather than volume--oriented, hi
said, while smaller niche companie
will do well only if they stay focusec
on their areas of expertise.

Joan E. Steel, vp-financial mla·
tions at Aon Corp. in Chicago, mod·
erated the panel. EII

Barriers to global markets
remain after NAFTA, GATT

By SALLY ROBERTS dent of the Washington-based Na·
tional Assn. of Insurance Brokers.

CHICAGO--Insumrs win when "(Brokers) want the opportunib
nations sign trade agreements, but to compete for local business, just a:
the jury is still out on just how they do in the states," he said.
much, a brokerage Mr. Modecki is optimistic that thf
executive says. passage of NAFTA will open mort

Trade pacts like the doors for insurance brokers to ex·North American Free (lf]-1 pand their global capabilities.
Trade Agreement and "Of larger importance is the fact
the General Agree- SOCIETY that the agreement will be a tem·
ment on Tariffs and plate for an agreement with othel
Trade will make it easier for insur- Latin and South American coun·

ers and brokers to do business inter- tries," he said, adding that Chile
nationally. But, in regard to insur- Argentina and Venezuela mosl
ance, substantial differences and likely will be the next countries tc
concerns among the various coun- be included in NAPTA.

tries remain, said John D. Richard- In the future, "most, if not al
son, executive vp at Willis Corroon South and Latin American countries

Americas Corp. in Atlanta. will be in that agmement," he said.
In particular, the legal infrastruc- GATI' will also open more door·s

ture-"the way in which legal sys- for global trading in the future, Mr
terns drive the quantification and Modecki predicted. While the con·
qualification of legal liability"-is clusion of the Uruguay Round did
different in many countries, he said. not include particular agreementz
The United States, Canada and the on financial services, it "is a begin·
United Kingdom, for instance, are ning of a world trade agmement.'
accustomed to statutes and case He believes that GA'IT will bc

law. Spain, France and Belgiurn use passed and financial services, in·
the Napoleonic Code, while Middle clu(ling insurance, will be discussec
Eastern nations rely on a religion- afterward.

based legal system. Even countries that are not par,
In addition to differing legal sys- of the GATT negotiations are poten

tems, there also is a lack of common tial growth markets for the industry
currency, a lack of consensus on the contends Martin R.D. Reith, deputj
role of the central banks and differ- underwriter and dimctor of manag
ences in corporate taxation, Mr. Ri- ing agency for The Brockbank
chardson told attendees during a Group P.L.C. in London.
session at the CPCU Society annual Specifically, China has achieved:
meeting in Chicago last week. remarkable growth in investors anc

Another topic that needs to be ad- trade, demonstrating "that being E
dressed is the cultural differences member of a fme trade agreement
that exist in many countries, Mr. Ri- even the most important of the fRf
chardson said, referring to language trade agreements, is not a precondi
barriers, social customs, values and tion for growth of foreign inves
attitudes toward risk. tors," said Mr. Reith.

While most sophisticated compa- Other non-GATT countries

nies, in terms of buying insurance, namely Thailand and Taiwan, ari
will agree on a potential risk, "the also potential growth markets foi
value placed on the worry factor the industry, Mr. Modecki added.
differs," he said. However, two countries he does

The result of all of these differ- not see as current hot markets foi

ences is that the insurance industry the industry are Japan and th€
is truly not a global industry but in- states of the former Soviet Union.

stead is multi-local, he suggested. "There is no real room for growt)
Despite trade agreements, practi- and creativity right now in Japar

cal industry concerns still exist, Mr. because the Ministry of Finance
Richardson said. For instance, many strictly regulates the types of com·
countries stiH will not let non-ad- mercial insurance policies that car
mitted insurers conduct business be sold and the pmrniums that car
within their borders and, despite a be charged," Mr. Modecki said.
trend toward the emination of tar- While insurers and brokers havi

ifEs, they still exist, he said. broken into the former Soviet

Indeed, in countries where regula- Union's market, economic and polit
tions forbid insurance brokers from ical instabilities remain obstacles i

owning their own operations, bro- profitability there, he said.
kers conduct limited operations to Temsa L. Pahl, executive vp at

support their multinational clients, Rollins Hudig Hall International ir
commented Carl A. Modecki, presi- Chicago, rnoderated. [A1



Bustness Insurance, October 3, 1994 / 47

Pan Am that would punch holes m the plaintiffs' argu- regulations, that air camer may not mount a
ments According to court papers, Pan Am mistake of law defense " Si Insurance Index 
planned to cast a reasonable doubt in the The judges ruled that evidence to support

i &=

Eontinued from page 2 mmds of the jurors that a bomb contained m a Pan Am's contention that it thought it was
1.030

Pan Am's action means a further delay be- Toshiba racho m unaccompanied luggage trav- within the law would have been "unnecessanly
'ore relatives of the 259 U S citizens lolled m eling from Malta to Frankfurt to London, then confusing" to the jury and "perhaps prejud- 1.010
he crash receive any compensation for the dl- on the 111-fated flight to New York, caused the cial."
;aster that occurred almost six years ago plane to explode, as plaintaffs' alleged Judge Cardamone concluded "The record of

Insurers of the defunct airhne are flghtlng Pan Am also contends m its second pettbon, this tnal 15 not a paradigm of a perfect tnal 990

he prospect of paymg more than the $75,000 that ltS appeal should be re-heard because be- The critical question, though, lS whether the
)er passengerliability hmits set by the Warsaw tween its petrbon to rehear on Apnl 6 and the tnal was fair Here we are satisfied that upon
Zonvention for International flights But the court's demal of the petrhon on Sept 12, the examinatton of the entire record that the defen- 970

Imitation is lifted if "willful misconduct" is onginal appellate panel rewrote their ongmal dants received a fair tnal"
)roved decisions Dissenting 2nd Circuit Judge Ellsworth A

950
A federal ]Ury m July 1992 found Pan Am The rewntten malonty mlings "stray even Van Graafeiland conttnues to disagree with his

Ind subsidiary Alert Management Systems Inc further from estabhshed prmciples," Pan Am colleagues that Pan Am has received a fair trial
fullty of Mllful misconduct for their alleged states m its second petition "That alone war- in his rewntten statement, fmdmg that Pan Am 930

ilsregard for federal secunty rules about rants reheanng en banc" did not

iand-searching unaccompanied baggage The rewritten malonty opinion reverses two One thlng is clear, said the dissenting Judge
U S Distnct Judge C J Platt subsequently appellate judges' earher decisions that Pan Am "No one 1mows when, where or how the bomb

isked the lug to decide on damage awards on was hable for loss of society and parental guld- got on the Pan Am plane except the person Base = 100 on Dec 29,1978

.hree test cases, which the lury awarded a total ance damages for adult children over the age of who put it there." Source. Nordby International Inc .0 -4: :

if more than $20 milhon (BI, July 20, 1992) 18 That brings them m line with a dissenting If there were no transfers of the baggage,
Insurance stocks rose last week, as the

Pan Am appealed, claiming that it received judge who argued that the three damage cases then there could not have been "willfully defi-
in unfair trial because Judge Platt did not al- almady decided should be vacated and re- cient screening," he pomted out

Business /nsurance Index gained 14.8 points

ow defendants to present evidence showing the heard m the District Court The Distnct Court allowed plaintlffs to tes-
to 1,005.0 Sept. 30 from 991.2 on Sept. 23. Ad-
vancing issues were led by: Reliance Group

urline believed it was abiding by federal secu- Mr Kreindler said he beheves thls wlll have bfy m support of their theory of how the bomb Holdings, up 13.0%; EMPHESYS Financial
·tty regulations when it X-rayed rather than a mmor affect on the damages in one of the got on board, but Pan Am was not allowed to Group, up 9.3%; and Humana Inc., up 7.4%.
and-search the unaccompanied baggage three cases. give evidence rebuttlng this thesis Judge Van Declining issues Sollowed: Seibels Bruce

A malonty opinion by a three-Judge panel of Despite the reversals of opinion on damages, Graafelland concluded that had the jury heard Group, down 17.0%; Home Holdings Inc.,
he 2nd CIrcuit found earher this year that Pan 2nd Circuit Judges Richard J Cardamone and thls evidence, they would have relected plam- down 6.5%; and Mid Ocean Ltd, down 4.0%.
4m's trial was fain promplang Pan Am's lead Frank X Altimart said they stll believe that tiffs' theoy. The constitutional imphcattons of The most active issue was U.S. Healthcare, 8.3
mderwnter, U S Aimraft Insurance Group, to Pan Am received a fair tnal and, therefore, the the lack of a fair tnal "are obvious," stated million shares traded. The 8/ Index gained
aise hability reserves for thls disaster to $475 jurfs finding of willful misconduct stands. Judge Van Graafelland. 1.4%; the Dow Jones 30 Industrials rose 0.3%·

mlhon from $90 milhon (BI, Apnl 11; Feb 21, Judge Cardamone's rewntten malonty opinion In the second petition for rehearing filed last the NYSE Composite increased 0.7%; and the
Feb 7) reiterates that the Distnct Court did not abuse week, Pan Am reiterates that "the core of Pan Standard & Poor's 500 rose 0.796.

Continuing to fight these cases m appeals ltS dlscretlon 112 denymg admismon of the dis- Am's defense to the charge of Mllful miscon-
:ourt "8 demorahzing," said Mr Kreindler puted evidence. duct was ercluded by the trial court" British Issues

If the second petltion for reheanng is refused, In particular, the Judges agreed with the Pan Am also states that mx decisions in the
Mll parties believe Pan Am wlll try to get the lower court iudge that Pan Am and Alert Man- 2nd Clrcult under the Warsaw Conventlon held Sept. 29 Price P/E· Div.• Yield l week

Companies pence pence % high-low
zase heard by the Supreme Court But lawyers agement Systems could not rely on the "mls- that a finding of willful misconduct required a CommI Union 496 15 8 31 0 63 507-494

and underwnters doubt whether the U S hlgh take of law" defense that claims they thought "subjective belief' of the airllne that death or Gent Accident 543 10 8 34 4 63 554-543

murt wlll hear the case they were upholdlng FAA regulations on the miury was "probably" caused by its actions or Gdn Royal Exch 181 115 95 52 185-180

Neither Pan Am's attorneys nor USAIG screening of unaccompanied baggage omissions Independent 252 8 2 104 4 1 261-252

would not comment Pan Am rimms it was following the law .These decisions have been silently overruled Royal 279 121 94 34 282-272

Sun Alliance 312 140 184 50 322-312

In its second petition for reheanng, Pan Am when lt X-rayed the unaccompamed baggage by the malonty and the willful misconduct pro-
continues to mamtaln that it has not received a that traveled on board Flight 103-and didn't vision of the Convention has been gutted," Pan

Brokers

Bradstock 94 106 6 3 73 98--94

[air tnal and argues that the 2nd Circuit was see a radio cassette player-but plamtifs Am contends Fenchurch 144 112 9) 63 150--144

wrong to refuse a rehearing proved that FAA regulations required that Pan Am noted in its petition that the federal CE Heath 264 95 200 75 272-264

Pan Am claims that U S Distnet Judge Platt these bags be hand-searched. jury was deadlocked twice before it came to its JIB Group 132 11 5 94 71 133-132

did not allow the lury to hear testimony of ex- "Our holding is narrow," admitted Judge decision and contends that admission of its evi- Uoyd Thmpson 164 114 93 60 165-164
Lowndes Lmbrt 184 11€ 94 51 197-184

pertwitnesses that would have shown that the Cardamone. "We reltsate it to emphasize its dence could have swayed the jury's decision.
Nelson Hurst 17C 167 73 41 170-170

airhne followed Federal Aviation Administra- bmitattons Ina case brought under the War- Pan Am's second petttlon concludes the ma- PWS Holdings 39 N/M 2 5 64 40-39

tion secunty rules saw Conventnon mvolving violations of FAA lority's appellate ruling should be set aside be- Sedgwick Grp 14E 16 5 75 51 150-148

Pan Am also maintains that the plaintfs' regulations that pertain to the safety of those cause, among other things, it depnves Pan Am Steel Brl Jones 112 N/M 113 1CC 113-113

xenario of what happened is flawed, but the aboard an aircraft, against a defendant air car- of its constitutional rights to ]ury tnal and due Willis Corroon 142 13 1 82 98 150-144

airline was not allowed to provide evidence ner charged with lalowmg and following those Source Philip Olsen, London * Latest estimated year

.. Bi Industry Stock Report SEPT. 26,1994, THROUGH SEPT. 30,1994

Weekly Year to date Annual MlrUBk Weekly Year to date Annual Mkt.,Bk

BROKERS Pnce % change % change High , Low Vol (000) $ ON % Yield P/E Book value value Pnce % change % change High low Vol (000) $ Drv % Yied F/E Lock ialle value

Acordia Inc NYS 2725 093 1066 2875 21 00 7 060 220 14 10 22 167 NAC Re Corp N[)Q 2550 -332 1245 3650 2400 164 0.16 063 13 9.24 133

Alexander & Alexander NYS 1950 065 -189 2275 1400 381 0.10 051 673 290 National Re Corp NYS 2538 2.40 17.14 3450 2350 144 016 063 13 7.51 145

E W Blanch Holdings Inc NYS 2288 517 31 65 2350 1575 22 032 140 20 410 558 Navigators Group N[)Q 1650 -365 52.86 3900 1600 18 000 000 -6 6.39 097

Gallagher Arthur J & Co NYS 3288 1.13 -8.04 37.13 28.13 164 088 268 17 752 4.37 Nobel Insurance Ltd N[)0 800 000 492 863 663 22 020 250 4 634 117

Hlib Rogal & Hamilton NYS 1225 208 -667 1363 1113 42 048 392 17 451 272 NWNL Companies NYS 2988 000 808 3825 2700 136 090 301 10 23 37 1.25

Marsh & McLennan NYS 78.13 048 399 8888 7600 639 290 371 16 1676 466 Ohio CasualtyCom NOQ 31 25 000 1.96 3463 2650 463 1.46 467 13 23.34 1 31

Poe & Brown N[)Q 2050 000 1389 22 75 1688 27 040 195 15 302 € 79 Old Republic Int'I NYS 2088 234 7.22 2600 2075 397 048 230 8 2337 089

BROKERS AVERAGE 12 51 23 14 Onon Capital Corp ms 3000 244 -283 3631 2863 99 080• 267 8 2743 109

INSURERS/REINSURERS
Partner Re Holdings Ltd NDO 21.88 4.17 0 57 2350 1850 1716 0.40 1 83 18 NA NA

Penn America Group Inc NDQ 725 000 -569 950 650 41 000 000 8 621 117

ACE Ltd NYS 2400 303 21.31 35 00 22.75 704 0.44 1.83 -32 28.74 084
Phoenix Re Corp NDQ 2900 545 545 37 75 18 50 474 0» 103 7 1999 1.45

Acceptance Insurance Cos NYS 1488 085 27.96 1563 1113 78 000 000 14 965 154 prowdent Ute NYS 27 00 0.47 1462 31 88 24 38 75 104 385 1 2638 1.02
AEGON N V NYS 58.00 1.90 594 5950 4900 142 294 506 11 3471 167 Re Capital Corp NOQ 1325 547 275 1550 1225 0 032 242 2 1688 078

Aetna Life & Casualty NYS 4638 220 2303 6625 4463 2611 276 595 7 71.84 0 65 Reliance Group Holdings NYS 650 1304 16.13 1038 488 817 032 492 1 422 154

Allied Group Inc NDO 3025 000 21 00 31 00 2275 267 060 198 7 1045 289 RLI Corp NYS 21 63 000 19.16 2775 2063 65 06C 277 42 2291 094

Allmer,ca Prop & Casualty NYS 1650 1 49 2340 22.16 14 25 569 0.16 097 10 5697 029 St Paul Companies MYS 4063 0 31 947 4900 3769 1069 1 SC 369 8 3188 070

Allstate Corp NYS 2388 104 1975 3425 2263 1333 0 72 302 15 1843 30 SAFECO Corp NOQ 51 50 1.23 5.72 65 75 48.50 1639 193 381 0 41 59 124
American General NYS 27.13 1.81 -482 34.75 24.88 2013 1.16 428 21 2209 23 SCORUS Corp NYS 1125 1.10 -10.89 1675 10.13 22 0.3€ 3 K 1608 070
American Heritage Life Ins NYS 1838 1.38 1.34 2050 1650 13 066 359 11 1242 48 Se,bels Bruce Group NDQ 244 1702 3929 3.50 044 398 O.OC 000 5 190 128

American Indemnity/Fin 1 N[)0 1075 227 1731 1500 1000 6 024 223 4 1618 066 Selective Ins Group NOO 2550 000 15 70 31 00 2300 112 112 435 0 2311 110

American International NYS 8875 1.25 071 98 50 81 75 1830 046 052 14 4525 196 Sphere Drake Holdings NYS 1488 165 -985 21 63 1463 6 012 081 7 1217 1.22
American Re Corp NYS 3025 254 708 3575 2350 189 000 000 16 1480 204 Statesman Group Inc NYS 1575 000 2600 1575 1025 487 01( 065 6 865 1.82

A,Group
NYS 33 38 1.91 3.76 3716 3000 465 1.28 384 11 33.10 101 TIGHoldings NYS 1975 247 1271 2800 1725 673 0 K 101 18 1849 107

NOQ 2975 000 246 3375 2625 61 1.16 390 9 2765 108 Titan Holdings Inc NYS 913 000 1609 1225 7 75 19 C 2E 307 8 893 102

AVEMCOCorp NYS 1638 480 1267 2125 13 75 22 044 269 12 8.13 201 Totio Manne & Fire NOQ 60 50 2 81 1204 6600 4925 1 C 4- 067 5772 105

Baldw,n & Lyons Inc NOQ 15.50 420 420 1625 1375 15 024 1.55 9 1259 123
Torchmark Corp NYS 4388 293 196 5550 3675 999 1 11 2 55 11 1735 253

BerkleyW R Corp NOO 3600 052 992 4225 3200 565 0 44 1.22 17 28.12 1 28 Tiansatlantic Holdings NYS 5038 -049 562 5638 4538 49 C3€ 07 13 2160 1.70
Berkshire Hathaway Inc NYS 1895000 1 04 1608 19750001515000 0 0.00 000 26 8115 28 234 Tansnational Re Corp NOO 21 00 233 -2222 2700 0.13 381 C OC 000 17 NA NA

Capital Re Corporatton NYS 2325 262 971 2750 1850 44 0.20 0 86 9 21 66 107
Travelers Corp NYS 3288 233 -1543 4863 31 00 2539 06C 1.83 8 X 35 099

Capsure Holdings Corp NYS 1350 6 93 000 1725 1225 59 000 000 13 13 08 1 03 Trenwick Group inc NOQ 3700 1 33 -452 4675 3325 242 10C 270 13 2EOO 1.42
Chubb Corp NYS 71.13 1 79 954 8425 6950 586 1.84 2 59 25 4659 153 United Are & Casualty NOQ 4000 000 11. 11 4400 3600 12 108 270 9 2E 96 1.38
CIGNA Corp NYS 61 63 207 257 7400 5700 1179 304 493 13 7823 079 Unitin NOO 4825 1 05 1353 51 50 38 50 441 16C 332 34 3E 90 1.24
CNA Financial Corp NYS 6300 479 2000 8800 6000 106 000 000 16 7792 D81

UNUM Corp NYS 4600 2.13 1238 5800 4300 2050 0* 209 11 2755 1.67

Continental Corp NYS 1338 -360 5158 3300 1338 828 000 000 -58 3899 334
US Facilities Corp NDQ 1188 215 000 14 63 825 194 0 OE 000 16 1C 48 113

EMC Insurance Group Inc N[)Q 925 000 263 1025 850 7 052 562 10 NA N A USF&G Corp NYS 1325 -093 12.40 1613 1169 1116 0 Z• 151 9 1C 60 125
EMPHESYS Financial Gr Inc NYS 35.13 934 NA 35 13 21.25 300 060 1 71 9 NA NA

USLICO Corp NYS 2075 000 2576 2400 15 75 59 02. 116 8 2E 22 082
EXEL Ud NYS 3888 230 1361 4788 3600 314 1.20 309 9 3381 1 15 USUFE Corp NYS 33.13 149 14 52 4575 33.13 106 2- 374 8 4 73 0.79

Fremont General Corp NYS 24.63 103 207 28 25 21.50 69 076 309 7 2340 105 Washington National NYS 2288 167 -567 26.13 2063 69 01 472 9 2E 40 081

Frontier Insurance Group NYS 3063 -041 30.20 3750 2541 213 0 48 1 57 15 1633 188 Zenith National Ins NYS 24.13 266 904 2875 2063 33 & 415 10 1. 71 1.36
Gainsco Inc ASE 875 294 2.78 11.47 7.47 53 004 046 13 349 251

Zurich Reinsurance Centr NYS 2700 000 -442 3300 2425 13 00. 000 -56 2.41 111

General Re Corp NYS 10588 1 28 -035 125.50 101.75 1334 1 92 1.81 15 5554 1.91
INSURERS/REINSURERS AVERAGE 02 -49 23 107

Guaranty National Corp NYS 18.13 2.11 3.57 2475 1375 17 050 276 11 11.81 153

Harleysville Group N[)0 2488 258 12 72 3025 1975 52 068 273 17 1835 136 HEALTH MAINTENANCE ORGANIZATIONS
Hartford Steam Boiler NYS 4388 000 1.40 5338 4238 229 220 501 56 1580 2 78 FHP International N[)Q 2925 636 1250 31.00 1925 3905 0 00 0 0, 17 1 43 256

HCC Insurance Holdings NOQ 1975 2.47 207 23.84 1500 78 000 000 15 10 75 184 Humanatic NYS 2363 739 2857 2363 1275 2066 00 00] 27 571 414

Home Holdings Inc NYS 900 649 4783 1850 8.38 9 000 000 1 1996 0 45 PacitiCare Health Sys NDQ 7919 558 10977 79.19 3050 342 0 0) 0 01 28 1.15 7.10

ITT Hartford Group NYS 8338 357 913 9597 7863 2101 198 237 11 5711 146 Safeguard Health Enter NDO 988 000 -21.00 1550 950 339 000 000 13 5.71 173

Kemper Corp NYS 6088 021 6969 6500 33.13 1508 0.92 1 51 145 3898 156 Sierra Health Services NYS 25 75 2.49 15.73 3075 1550 159 000 003 16 4.60 560
Lincoln National NYS 3738 346 1308 4825 3550 637 164 439 9 3253 115 United Healthcare Corp NYS 5300 1 92 41.81 54 63 32 88 3446 0 OF 0 06 38 1064 498

Markel Corp NDQ 4125 -060 714 4450 3750 16 000 000 10 24.68 167 US Healthcare NOQ 4656 643 21.47 47.50 28.00 8297 084 180 21 b 21 750

Mid Ocean Ltd NOQ 2531 403 -1040 3475 24.13 442 000 000 13 2024 125 Wells)oint Health Networks NYS 2825 320 850 3700 2425 319 000 000 13 1094 258

, Mutual Risk Mgmt Ltd NYS 2575 000 14.17 32 75 21.13 78 0 28 109 15 571 451 HMOS AVERAGE 42 250 02 19

ALL COMPANIES AVERAGE 19 84 24 14

System design· Nordby International Inc
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Estonia or its equipment However, the Skuld spokesman Updates -A spokesman for Delta Insurance said the question was still open on
Services in Stockholm confirmed it whether a Swedish maritime

Continued from page 1 served as Esthne's broker global aggregate liability limit of Pension bill's chances improve
apphed would brlng the total ha- The coverage is "substantially re- 25 nultion SDRs ($367 million)
bility loss to more than $2675 mil- insured," said a Trygg Hansa would apply This aggregate habil- WASH[NGTON-The chances that Congress unll enact legislation to
hon spokesman who would not reveal ity limitation for death and per- strengthen penmon funding rules and shore up the financial base of the

The 14-year old, 15,598-ton pas- the details sonal injury iS included in the Con- Penmon Benefit Guaranty Corp bnghtened last week after President
senger ferry "Estonia" is Insured A spokesman for Eagle Star Re- vention on Limitation of Liabihty Clinton said he would call the Senate back in early December for a
for a total of $60 milhon Up to insurance Co Ltd in London con- for Maritime Claims of 1976 for lame duck sesmon to conmder a broader trade bill to which the pension
two-thirds of the hull and machin- firmed that it is lead on two of the losses that Include death or per- provisions am attached
ery coverage is reinsured Into Lon- four placements led m the London sonal injury, property damages and A lame duck session became neessary to save the trade bill after
don market He said that all the in- losses caused by delay and contrac- Sen Ernest Hollmgs, D-S C, said he would use his posihon as Com-

However, which rules would creased value coverage is placed in tual nghts merce Committee chairman to hold the trade bill m his committee for

govern compensation was not clear London and that between $27 5 The Skuld spokesman said the 45 days-the maximum he is allowed under special rules governing
as of last week, said a spokesman milhon and $325 milhon of the limit has been adopted into Swed- congressional consideration of the trade measure
for Oslo-based Assuranceforemn- hull and machinery cover is placed ish maritime law With Congress set to adioum early thls month, time would run out
gen Skuld, the protection and in- in London Swedish and other con- The aggregate hability limitation before the bill could be bmught to the Senate floor for a vote The
demmty club that covers the ferry's tmental reinsurers cover the bal- can be hfted, however, if gross neg- lame duck sesmon would be a way to overcome Sen Hollmgs' ploy
third-party habihties ance ligence is proved or the shipowner The House of Representabves is expected to vote on the trade bill

"We beheve that Swedish mari- Trygg Hansa also expects to re- voluntarily hfts the limit, accord- tkns week, though it is possible that it also mightwait untll the lame
time law might be irrelevant," the ceive additional claims under pas- ing to the convention and Swedish duck sesmon to take actton.

Skuld spokesman said sengers' life insurance pollcies and maritime law, lawyers add Penmon provisions m the measure would require employers with un-
Liability losses could be far less on cargo and heavy-goods vehicle The bereaved families wall have derfunded penmon plans to accelerate contributions to those programs

if an aggregate hmit for multiple pollcies to file claims for compensation In addition, employers also would be required touse a uniform mortal-
losses from the same disaster is ap- Trygg Hansa has set up a six- with Skuld, and the shipowners ity table and mterest rate assumphons when valwng plan liabilities
phed, which is a feature of the person special catastrophe tele- mutual will compensate them for (BI, Sept 26)

Swedish maritime law, said the phone servlce m its Stockholm of- proven monetary loss, said the
Skuld spokesman Then total dam- flee The insurer also has set up a Skuld spokesman The claims adlu- Gooda Walker decision nears
ages could be capped at $37 mil- claims facility in the offices of Est- dication will be based on such fac-
hon, he noted hne m Stockholm tors as the prospective loss of earn- LONDON-Inndon High Court Justice Phillips tomorrow is ex-

Total insured liability losses Estline would not answer press ings of the family members who pected to hand down his deamon m the lawsuit brought by members
from Western Europe's worst ferry questions last week, saying the vic- died and the pensionable age of m- of the Gooda Walker Ltd. syndicates seelang nearly $1 bilhon from 71
disaster could exceed Swedish ha- tims' relatives were its top priority dividuals members agents that placed them on the tmubled syndicates
billty hmitations, though, lf gross Liabihty for compensation to the "The pomt is that we do not put Many people expect the Judge to find that the Gooda Walker under- i
negllgence is proved or the s}up- relatives and survivors is retamed a price on human hfe as such," the wnters' negllgence caused the losses. The big question is what formula
owner voluntary decides to offer by Skuld, the ferry's P&I club Skuld spokesman said the judge would use to calculate damages The members are seelang
compensation above the Swedish Like all P&I clubs, Skuld offers The Skuld spokesman said that 629 milhon pounds ($993 5 milhon) in damages
hmitations They also could not ap- unlimited liability for third-party the legal situation for Estoman cit- The decision Mll set a precedent for other sults brought by names
ply if Estonian law, which has no hability, except for 011 pollution, izenS is shll unclear, but bereaved t

hmitations, is apphed which has a $500 million hmit famihes are expected to file claims Firms protest pension rulings i
The loss of the "Estonia" sent Skuld lS one of the 15 members through the Swedish lurisdiction

chills down the spines of most Eu- of the International Group of P&I Meanwhile, the reason for the LONDON-Employer groups m the United Kingdom said last week
ropeans, who recalled a similar di- Clubs All International Group ro-ro ferry's sudden capsmng were that a senes of long-awaited European court rullngs on gender equal-
saster seven years ago, when the members retain the first $4 milhon stlll being mvestigated last week ity ln employer-funded penmons could cost them billions of dollars.
"Herald of Free Enterprise" pas- The next $26 milhon is covered by Questions have arisen over the But penmon experts contend that the mx judgments, which clanfy 
senger sank in the Enghsh Channel all International Group members years about the general stability of how the principles of gender equality first outhned m the 1990 Barber ,
after its bow doors were left open, Above that, the International ro-ro vessels, and new shipbuilding vs. Guardian Royal Exchange case should be apphed, are much less &
kahng 193 people (BI, March 16, Group has remsurance protection standards are being introduced in burdensome to employers than erpected (BI, Oct 18, 1993) Pnor to

1 the Umted Kingdom this year to that rullng, most European Union countnes paid full pensions to
make them more stable if water women who retired at age 60, but men were not eligible for full pen-

Insurers and lawyers last week said that liability seeps Into the hull A total of 111 mon benefits until age 65 The court ruled m Barber that men's and
ro-ros have been total insured women's penmon benefits must be equalized

limitations under the Athens Convention of 1974 losses between 1985 and June of The European Court of Justlce's rulings m two Dutch cases mean

likely would not apply because neither Sweden nor this year that workers may claim penmon nghts back to 1976 and that part-tlme
But the "Estonia" was consid- workers in the United KIngdom, most of whom am women„ may claim

Estonia were signatories to the international ered seaworthy full penmon nghts

marine liability treaty. "Estonia" is the fourth name for

the ship, which was built in 1980 Briefly noted
by German shipbuilder Meyer
Werft of Papenburg and could Congress last week gave final approval and sent to Premdent Clmton

1987) P&I club Insurers paid a to- up to $1 18 bilhon placed mainly carry 2,000 passengers and 52 veterans legislation that would expand employers' beneht obligattons
tal of $53 milhon in compensation with Lloyd's of London and mem- heavy-goods vehicles to employees who return to work after enhstlng or being called up for
to the victims, underwnters said bers of the Institute of London Un- A Meyer Werft spokesman said mihtary service (BI, Sept 26) . .Brian O'Hara has been named prem-
last week derwriters that the vessel was built under dent and chief executive officer of Bermuda-based EXEL Ltd, sue-

The "Estonia," a German-built A Skuld spokesman in Oslo said Finnish specifications for the Finn- ceeding Michael J Kevany who retired from those posts but wa con-
roll-on, roll-off ferry, capsized and that the company has set up facill- ish-Swedish company Efflohn, tinue as chairman Mr O'Hara currently is vice chairman of EXEL
sank within five minutes in the ties in Stockholm, through ltS sub- which owns the Sally Lme Ltd and pmsident and CEO of subsidiary X L Insurance Co Ltd. Frank
early hours of Sept 28 during sidiary ASkuld AB, and in "We do not expect any hability A Patalano, has been appomted chief underwntmg offteer of The
stormy weather in the Baltic Sea, Talhnn, Estonia, to provide interim claims, and so far no one knows Home Insurance CO. in New York in addition to his current Job as
some 25 miles southwest of the payments for relatives and survi- the reason for the disaster," the president of the speciahly lines group at Home Mr Patalano joined
Flnnish island of Uto Early re- vors Meyer spokesman said The Home in June from National Union Fire Insurance Co of Pltts-

ports from some of the survivors What levels of compensation the The ship was insured for hull burgh, Pa, a umt of Amencan International Group Inc El du Pont
picked up by nearby fernes claim victims wtll receive, however, was and machinery by Mariehamm, de Nemours & Co last month settled 37 Benlate DF lawsuits filed by
that water was leaking from the being debated last week among m- Fmland-based Alandia Shipown- Hawall farmers for an undisclosed amount The settlement, paid from
bow doors, leading experts to be- surance and legal circles ers Mutual Insurance Co until it company reserves, bnngs DuPont's Benlate-related payments to nearly
heve that the doors may not have Insurers and lawyers last week was sold m January 1993 to Est- $800 million smce 1991. The company is currently mvolved m two
been shut properly before the ferry said that habillty limitations under lme other Benlate tnals m Hawaii. ..Repubhcan candidates for the House
got under way the Athens Convention of 1974 The "Estonia" was last surveyed of Representatives have Issued a 10-pomt "contract with America" that

The ship earned more than 1,000 hkely would not apply because nei- for seaworthiness and safety by the includes a pledge to promote tort reform if the GOP wins control of
people of whom nearly 60% were ther Sweden nor Estonia were sig- French classification society Bu- the House in the November elections Washington state's workplace
Swedish, 25% Estoman and the re- natories to the international ma- reau Ventas in March 1993 A Bu- smolcing ban wlll take effect Oct 8 after a state ludge upheld the re-
mainder Norwegian, British and nne habillty treaty Estonia used to reau Veritas spokesman in Paris stnetion, the first m the nation Remaining legal challenges to the ban
Finnish, according to preliminary be a signatory when it was a mem- said that the vessel was "m full wlll be addressed at a later tnal A federal ludge in San Diego has
reports No U S citizens were ber of the Soviet Union, which class," meaning that lt was passed dismissed a personal mlury class action lawsuit against tobacco com-
thought to be on board Most of the signed the treaty, but the Estonian as seaworthy without any difi- pames based on the Racketeer Influenced and Corrupt Organizations
crew was from Estonia government is st:111 in the process of culty Act The chainnan, president and CEO of Prudential Insurance Co,

The ship also earned 28 heavy- reforming its legal system, said a The spokesman said that the so- Robert C. Wmters, said last week he plans to step down sometime be-
goods vehicles spokesman for the Estoman em- ciety expected to participate in the fore he reaches the mandatory retimrnent age of 65 m December

The Estonian-flag ferry is owned bassy in London disaster inquiry and that its survey 1996 Groupe Axa, the Finch msurer, is mcreasmg its stake m The
by Estlme, a ioint venture of Swed- The Athens Convention was would be scrutinized Equitable Cos. Inc. to 60 1% from 49% Axa's move comes less than
ish shipowner Nor'dstrom & Thu- amended after the ro-ro ferry Marine Insurers and naval archi- two weeks after the expiration of standstll agreement that prevented
hn, which holds 90% of the shares, "Herald of Free Enterprise" sank tects have speculated that even Axa from takmg a maionty stake in Equitable Northbrook, Ill -
and Estonian Shipping Co, an Es- in 1987 The London Protocol of though the sea was rough with based Allstate Corp. has increased its loss estimate fr,om January's
tonian government-owned firm 1992 raised the limit under the waves some 30 feet high, bad Northndge, Cald, earthquake by 37% to $13 bilhon Allendale Mu-
that holds the other 10% Athens Convention to 175,000 Spe- weather alone could not have tual Insurance Co, its PM Insurance Co Ltd unit and various Groupe

The ferry is insured for $60 mil- cial Drawing Rights ($256,882) per caused such a disaster Further Bull companies have reached a partial settlement of legal disputes
hon by Trygg Hansa Insurance Co person speculation concerned the proper stemming from a 1991 computer warehouse fire m Seclin, France (BI,
Ltd in Stockholm On the day of the disaster, Swed- lashing of the heavy-goods vehicles Sept 19) A Judge has approved a settlement under which 27 insur-

Of those limits, $48 milhon cov- ish maritime law provided com- to the deck to prevent them from ers woll pay $372 milhon to end lawsuits over asbestos claims between
ers hull and machmery and $12 pensation of 100,000 ($146,790) moving the msurers and bankrupt Forty-Eight Insulations Inc Lloyd's of Lon-
milhon is for "increased value" of SDRs per person for death or in- don and other UK msurers, along with North River kisurance Co,
the claim if Esthne incurs addi- jury, but this was increased to Adnan Ladbury contnbuted to thts contnbuted the largest porton-$144 milhon-to the settlement
tional expenses to replace the ship 175,000 SDRs ($256,882) on Oct 1 report
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SURANCE INTERMEDIARY

Our Marine Team

Is Making Waves.
FRANK LYONS, MICHAEL BROWNSELL, GEORGE REE-TH, LEO MAGRATH, SCOTT PRICE

THE MARINE TEAM

The Willis Faber North America Marine Team is unique in

its field. Our integrated team approach is focused on providing

superior results for each client.

Staffed with highly seasoned professionals, our Team responds

to all aspects of a client's account, including claims, accounting,

contract wording, production and marketing.

Willis Faber North America's philosophy is that a Marine

reinsurance intermediary must never simply view a

reinsurance placement as a once-a-year activity.

A- Every account is a year-round responsibility, and the
f

4,-*3 intermediary's role does not cease after placement.

Our Team concentrates on developing a

sound knowledge of each client's portfolio.

We are constantly attuned to the

market for any changes that affect our

clients' or reinsurers' perspectives.

Willis Faber North America advises

on strategy and structure to fulfill our

clients' reinsurance requirements for

both short-term and long-term goals.

We review account claims to ensure fast

and efficient settlement. The Marine

Team, as part of Willis Faber's worldwide

i reinsurance operations, enjoys a superb

'« level of support that is reflected in the

service we provide our clients.

Willis Faber North America.

Because we understand your business.

WILLIS FABER -                             NORTHAMERICA

88 Pine Street, Wall Street Plaza, 28th Floor

New York, NY 10005-1934 Telephone: 212-820-7600



WITH C)UR FINANCIAL STRENGTH, YC)U'LL BE GLAI)

WE'RE ON YOUR SIDE. On the tough playing jield of international business, you need

all the leverage gou can get. That's why AID's strength and stability are so important. We're one of the world's

scronges[ insurance and jinancial services organizetions. with over $15 billion in shareholders' equity and

$17 billion in genera insumnce net loss and !oss adjus kent reserves. Our record ofprojitability is unsurpassed

in the industry, and we hold the highest mtingsfrom theprincipal rating services. TheAIG Companies have the

capacity to serve your needs through all kinds of market conditions. We're ready to throw our weight behind you.

AIG WORLD LEADERS IN ]NSURANCE AND FINANCIAL SERVICES

American International Group, Inc., Dept A, 70 Pine Street, New York. NY 10270. -*AIa 1
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