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Resolution sale

By DOUGLAS McLEOD

STAMFORD, Conn.—Xerox
Corp. will move one step closer
to being out of the insurance
business with the completion of
its sale of runoff entity The
Resolution Group Inc. to an in-
vestor group led by manage-
ment.

Xerox last week said it will
sell Resolution Group for $612
million, including $150 million
in cash and $462 million in
“performance-based” securi-
ties to be issued by TRG Hold-
ing Corp., a newly formed
holding company.

TRG Holding's backers com-
prise Resolution Group chief
executive Michael A. Coutu,
three other senior managers
and 10 outside investors. The
outside investors include White
Mountain Holdings Inc., a unit
of Fund America Enterprises
Holdings Inc.; American Re-In-
surance Co., a unit of Munich
Reinsurance Co.; Risk Capital
Reinsurance Co., a unit of Risk
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Capital Holdings Inc.; and Se-
curitas Capital, an insurance
investment vehicle funded by
Swiss Reinsurance Co. and
Credit Suisse Group.

The deal, subject to regulato-
ry approvals, is expected to
close by the end of the year.

The terms of the transaction
are virtually identical to those
hammered out with Kohlberg
Kravis & Roberts Co. in early
1996 when KKR offered to buy
out all of Xerox's insurance op-
erations. That ceal fell apart
late last year, and Xerox has
since been selling off the oper-
ations individually (BI, Jan. 22,
1996; Sept. 16, 1996).

To date, Xerox has sold five
of its seven insurance units,
with only Crum & Forster
Holdings Inc. and Westchester
Specialty Group Inc. still on
the block.

Xerox is in “active discus-
sions” with potential buyers of

those two units, and expects to |
sell them by the end of the |

See Xerox on page 75
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Jauch & Huebener takeover
rumored at Rendez-Vous

HAMBURG, Germany—Jauch & Huebener
KGaA last week would not comment on a ru-
mor that J&H Marsh & McLennan Inc. has
made a bid to acquire the broker but flatly de-
nied Chicago-based Aon Group Inc. was a
possible buyer.

“The company’s future will be decided by
shareholders on Sept. 19,” said Christian
Dahms, Jauch & Huebener senior partner.

Jauch & Huebener is the largest reinsurance
intermediary in Germany as well as Ger-
many’s largest retail insurance broker. It had

See Updates on next page

New York transit

furthers Xerox plan| may create captive
to exit insurance

By RODD ZOLKOS

NEW YORK—Metropolitan Transportation Author-
ity officials are studying the possibility of forming a
New York-domiciled captive, which could be the first
formed under the state’s recently approved captive
law.

Among other things, the New York law, which takes
effect Dec. 5, allows large public authorities to form
captives in the state, a provision included with the
MTA in mind, according to Gregory V. Serio, first
deputy superintendent and general counsel of the New
York Insurance Department.

“We are considering creating a captive within the
state of New York, but we're just in the beginning
stages,” said Lauren Gregory, director of risk and in-
surance management for the New York area public
transportation agency.

“We have Willis Corroon helping us with our feasi-
bility study and what we're going to do going for-
ward,” the risk manager said.

The study process is open-ended, with no strict

See MTA on page 72

@ Metropolitan Transportation Authority
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The MTA is studying the feasibility of forming a
captive, which could become the first in New York.

HCOs hope to make comp work

But self-insured employers skeptical of plans’ ability to cut costs

By ROBERTO CENICEROS

More than four years after workers compensation
reforms in California created a certification process
for managed care companies, the idea is finally get-
ting off the ground.

But, certified “health care organizations” still have
to overcome the skepticism of self-insured employers
that HCOs will reduce workers comp costs.

The state certified its 10th HCO in August. One
week earlier, Gov. Pete Wilson signed legislation
streamlining the certification process by allowing
medical providers to apply directly to the Division of
Workers Compensation for certification rather than

having to first obtain approval from the Department
of Corporations.

Additionally, insurers now are contracting to offer
HCOs to their clients after initially rejecting them,
according to the Division of Workers Compensation
and HCOs themselves.

The workers comp division has yet to collect infor-
mation on cost savings from HCO use, a division
spokesman said. The division so far has focused on
getting HCOs certified.

Sophisticated, self-insured employers have not
flocked to HCOs. They remain skeptical that HCOs
can reduce rising claims costs, despite the landmark

See HCOs on page 71

Congress not hurrying
to OK tobacco settlement

By MARK A. HOFMANN

WASHINGTON—Congressional
approval of the so-called “global”
tobacco settlement between
cigarette makers and 40 state at-
torneys general appears less and
less likely to occur before next
year, if at all.

Doubt about the settlement was
expressed from both sides of the
political spectrum last week as
the Senate Agriculture, Nutrition

Spotlight on:

and Forestry Committee began its
examination of the proposed deal,
under which tobacco companies
would agree to pay $368.5 billion
over 25 years to settle suits
brought against them by states
seeking to recoup Medicaid funds
spent to treat tobacco-related ill-
ness in return for an end to class-
action suits against the tobacco
industry (BI, June 23).

According to proponents of the
settlement, the agreement’s chief

lus lines : : - ._: |

long-term aim is to reduce under-
age smoking and to subject tobac-
co companies to fines if specific
targets aren’t met in reducing the
percentage of youths who smoke.
The proposal, which also limits
tobacco manufacturers’ legal lia-
bility in other ways, must receive
congressional approval because of
its impact on the civil justice sys-
tem, which traditionally has been
the realm of the states.

See Tobacco on page 74
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Jauch quiet on buyout rumors

Continued from previous page
1996 gross revenues of $211.5 million.

Mr. Dahms squashed rumors of a last minute Aon bid, calling specula-
tion to that effect in the German press “drivel.” Aon ranks as Germany’s
third-largest broker and expressed an interest in growing in Germany
early this year (BI, Feb. 10).

Sources at last week’s Rendez-Vous de Septembre meeting in Monte
Carlo, however, said Guy Carpenter & Co., J&H Marsh & McLennan’s
reinsurance arm, is the more likely candidate.

An agreement would provide J&H Marsh & McLennan with an unri-
valed stronghold in the German broker market, uniting Jauch & Hueben-
er with J&H/M&M unit Gradmann & Holler & Kiefhaber, Germany's
second-largest broker.

Speculation in the German press over possible merger partners also in-
cluded Willis Corroon Group P.L.C., Sedgwick Group P.L.C. and the Ger-
man brokerage arm of Daimler Benz Interservices (Debis) GmbH, a ser-
vice operation of Daimler Benz.

Jauch & Huebener is owned by 20 shareholders, who must decide the
tuture course and international partnership of the company.

A source close to Jauch & Huebener said J&H/M&M may acquire 49%
of the broker with an option to buy more shares as they become available.

Meanwhile, Guy Carpenter & Co. Inc. is in negotiations to acquire bro-
ker G.J. Sullivan Co. of Los Angeles, according to reinsurance executives
at the Rendez-Vous. Brandon Sweizzer, chief executive officer of Guy
Carpenter, would only say, “It would be a very good fit.”

G.J. Sullivan declined to comment.

Rules would tighten privacy

WASHINGTON—Employers tha: self-insure their health care plans
would be barred from using claims information outside payment activity
under medical information confidentiality rules the Clinton administra-
tion proposed last week:

For example, employers could not use health care information to make
decisions about promotions or job assignments. The administration also
recommended that employers build “impermissible barriers” between ac-
tivities that use health care information and their other activities.

Benefit experts were combing through the recommendations to see how
the recommendations would affect, if at all, managed care programs in
which health care claims information is used in a variety of ways to try to
hold down costs.

Levi Strauss to appeal award

EL PASO, Texas—Levi Strauss & Co. will appeal an El Paso, Texas,
jury’s award of $10.6 million to five current and former employees who
claimed the clothing manufacturer’s return-to-work program sought to
get them to quit their jobs so the company could reduce its workers com-
pensation costs.

San Francisco-based Levi Strauss also is seeking to recuse El Paso
County Court Judge John L. Fashing from further proceedings for his
“naked disregard for his obligations under Texas law and the open hos-
tility he expressed during the trial roward (Levi Strauss) and its legal
counsel,” a company spokesman said. The spokesman added that Levi
Strauss is not insured for any punitive damages that might be made in the
case if the plaintiffs prevail.

The jury award consists of $10 million in punitive damages and
$600,000 in compensatory damages.

The lawsuit stems from the company’s return-to-work programs at E1
Paso manufacturing facilities in 1993 and 1994, the company spokesman
said. Levi Strauss denies the plaintiffs’ claims that they were discriminat-
ed against, threatened with dismissal and forced to return to work before
recovering from injuries. The plaintiffs also contend, among other things,
that they were taunted by other workers and managers, had their medi-
cal bills disclosed to fellow employees, and that one of them was asked
about her sexual experiences during a rehabilitation program.

Levi Strauss still faces suits from an additional 104 plaintiffs who have
alleged similar conduct.

Disability limits draw lawsuits

NEW YORK—Chase Manhattan Bank and Staten Island Savings Bank
are the two latest employers to come under fire for capping long-term dis-
ability benefits for mental illnesses but not for physical impairments.

In two separate but similar suits, the New York district office of the
Equal Employment Opportunity Commission alleges Chase Manhattan
and Staten Island Savings and their respective administrators, UNUM
Life Insurance Co. of America and Guardian Life Insurance Co., are in vi-
olation of Title I of the Americans with Disabilities Act.

Chase Manhattan Bank caps long-term disability benefits for mental
illnesses at 18 months, while Staten Island Bank caps its benefits at 24
months. Both companies, however, offer employees with physical disabil-
ities long-term disability benefits until zge 65.

The suits, filed earlier this month in the U.S. District Court in the
Southern District of New York, allege the disparity between the benefits
offered by the banks violates Title I of the ADA, which governs employ-
ment practices.

In a similar suit filed against Schering-Plough Corp., the 6th U.S. Cir-
cuit Court of Appeals ruled last month that employer-provided long-term
disability plans are not in violation of accommodation provisions under
Title ITI of the ADA (BI, Aug. 11).

Errors & omissions

» Due to an editing error, the capital and surplus of Berkshire Hath-
away Group was incorrect in the Sept. 1 directory of worldwide reinsur-
ers. The company’s correct capital and surplus figures for 1996 and 1995
were $26,079,600,000 and $19,400,000,000, respectively.

See Updates on page 74

Claims-handling targeted

Labor Department may propose faster payments, reviews

By JERRY GEISEL

WASHINGTON—The U.S. De-
partment of Labor is asking em-
ployers for information on their
health care claims-handling pro-
cedures in a first step to what
could result in tighter deadlines
for claims payments ard reviews.

Last week, the Labor Depart-
ment said in a notice published in
the Federal Register that it is
evaluating 20-year-old regula-
tions that govern how much time
employers and plan administra-
tors have to pay or deany employ-
ees’ health care claims as well as

Bill would cut

building suits
Part of bigger effort in California
By JOANNE WOJCIK
SACRAMENTO, Calif.—A scaled-down plan to

rein in construction defect litigation in California
was exdected late last week to pass the state Legis-

lature before it adjourned Friday.

But tae proposal, inserted Monday into A.B. 594 by
Assemblyman Tom Torlakson, D-Contra Costa, is
just the first step in a larger campaign to find solu-
tions to the building defect litigation epidemic that
has swept through the state, sources say.

Awards and settlements have pushed liability in-
surance rates through the roof for California build-
ing contractors, some of which cannot get coverage
at all if they were ever involved in housing projects
with common areas such as condominiums, town-
houses and some single-family communities with
homeowners associations (BI, Feb. 10; Nov. 11, 1996).
Builders have paid premiums as high as $650,000 for
a $1 million liability policy with a $250,000 de-
ductible, Michael Pattinson, president of Barratt
a Carlsbad, Calif.-based home

American Inc.,
builder, said earlier this year.

The plan, developed by a bipartisan task force ap-
pointed earlier this yzar by Senate President Bill
Lockyer, D-Hayward, would provide for subcon-

See Builders on page 69

how quickly employers must re-
soond to employees’ requests for
explanation and review when
their claims are denied.

To assist in that review and in
deciding how, if at all, the 1997
regulations should be revamped,
the department is asking for pub-
lic comment.

Benefit consultants say the re-
quest for information is a sign the
department is ready to develop
new regulations.

“I think the department is tip-
ping its hat and will push forward
to make changes. I expect changes
in the next year or so,"” predicts

Frederick Rumack, director of tax
and legal services at Buck Consul-
tants Inc. in New York.

“It is obvious that the depart-
ment is concerned about the time-
liness and fairness of the claims-
handling process,” adds Neil
Grossman, vp of regulatory anc
legal affairs at the Assn. of Pri-
vate Pension & Welfare Plans in
Washington.

Observers say it is almost car-
tain the department—after it has
reviewed comments—will propose
tightening deadlines on claims
payments and reviews.

See Claims on page 74

New law
regulates
leasing

By MEG FLETCHER

SPRINGFIELD, Ill.—Beginning Jan. 1, Illi-
nois’ first employee leasing law will regulate
leasing companies to help ensure client employ-
ers provide appropriate workers compensatiorl
coverage for leased employees.

H.B. 223, signed into law late last month, ap—
plies to full-service or long-term leasmg ar-
rangements where “all or a majority number of
employees” are leased for more than six months
or for consecutive periods that total at least ¢
year, according to the law.

The law excludes workers hired for “tempo-
rary help service,” which employers hire during

“employee absences, temporary skill shortages
and seasonal workloads.”

The law spells out the fundamental responsi-
bilities of employee leasing companies, includ-
ing paying a $500 annual fee to register with the
Ilinois Insurance Department.

See Illinois on page 75

HMO rate increases to continue

Better results predicted for second half and 1998

By JUDY GREENWALD

Employers should prepare themselves for
a period of rate hikes from health mainte-
nance crganizations, as HMO executives and
analysts say first-half 1997 results indicate
that the industry is indeed at the start of a
cycle that will be marked by higher rates

and increased profitability.

After years of flat or decreasing rates, rate
hikes introduced by HMOs are beginning to
work their way to the bottom line, accerding
to observers. Many industry analysts and HMO exec-
utives expect improving results the remainder of this

Arun N. Kumar, director at rating agency Stan-

dard & Poor’s Corp. in New York, said that while in-

year and perhaps even better results in 1998.

Inside

adequate rate increases affected results ir
1996 and this year’s first half, the industry
can “‘expect margins to improve modestly
through the second half, and 98 to be &
much better year than '97,”

“I'd say what they call the underwriting
cycle has finally turned,” said Richarc
Shaw, a financial analyst with A.M. Bes!
Co. in Oldwick, N.J. “People aren’t figat-
ing so much for membership or marke!
share now."” After two to three years of doing so
“they're going to take the membership they have anc

See HMOs on page 7:

this week's editorial says. PAGE 8

merger partners. PAGE 67

Insurance Co. ...

» Congress acted wisely in passing legislation allowing
Medicare beneficiaries more choice in health care plans,

« Norway's largest insurer is looking in Scandinavia for
1996 Top Surplus Lines Insurers

Acceptance Insurance Co. ......cce.c...
American International Specialty Lines

Burns & Wilcox Ltd

1996 Top Insurance Wholesalers

Crump Insurance Services INC.......cccconeeiieimansscesersnsns 49

First State Management Group.........ceeuinsieainas 57

General Star Management Co. ........c.ooveennnsacsesassnens 56

K&K Insurance Group INC. ... 53

The Schinnerer Group INC. ... 99

Sherwood Insurance Services... . 52

........................... 36  Stewart Smith Group Inc. .. - : 51
Swett & Crawford Group ... s 48

....15  Tri-City Brokerage INc.........c..coeenirnnnnnsonnsnsssssnessnnses 50

Columbia Casualty Co........ccovnicssarmmssunsasssnnesennsssanaans
General Star Indemnity Co.............
Lexington Insurance Co. ......
Pacific Insurance Co. Ltd. .......
Reliance Insurance Co. of III|n0|s
Scottsdale Insurance Co..
Steadfast Insurance Co..

United National Insurance Co

Business Insurance (ISSN J007-6864) Vol. 31, No. 37, is published weekly
by Crain Communications Inc., 740 N. Rush St.. Chicago, Ill. 60611-2590.
Periodicals postage is paid at Chicago and at additional mailing offices.
POSTMASTER: Send address changes 1o Busingss Insurance, Circulation
Department, 965 E. Jefferson Ave,, Detroit, Mich. 48207. $4 a copy and $87
ayear in U.5: $105 in Canada and Mexico (includes GST). All other coun-
tries $205 a year (includes expedited air delivery). Canadian Post Inter-
national Publications Mail Product (Canadian Distribution) Sales Agreemeant
No. 0293512, GST No. 136760444. Printed in U.S.A. Copyright 1997 by
Crain Communications Inc:




Jporiignt report

LI RO LIVC OO LT LT LLlPLG, WDITPLTLILUCL 4Jdy LIJd il [ o

Surplus lines insurers see slower premium growth

But more risk managers finding coverage for difficult risks admitted market won’t write

By DAVE LENCKUS

remium volume fig-

ures don’t ring out a

turnaround of the

century for the sur-

plus lines property/

casualty insurance in-
dustry.

After all, the industry’s non-ad-
mitted premium volume rose just
4.6% last year.

While the largest surplus lines
insurers beat that mark handily,
they could not match their own
gains from a year earlier.

And, the largest surplus lines
wholesalers continued to see their
premium volume gains diminish.

Still, the small gain is good
news—as much for risk managers
s it is for the surplus lines indus-
iry, which had watched its overall
premium volume slowly fade in
recent years.

The gain means more risk man-
agers are finding coverage for
tough risks, such as employment
practices liability, pharmaceutical
iability and others, that even the
oremium-hungry admitted market
s not willing to write.

For many coverages, surplus
ines insurers have boosted their
capacity after obtaining greater
orotection from the softening rein-
surance market.

Smaller risks are getting a
sreater opportunity to participate
as well, as some insurers are low-
oring their minimum premium
standards.

There is more good news ahead,
surplus line executives say. The
market’s evolution will force in-
surers and wholesalers to offer
risk managers ‘‘value-added ser-
vices,” which historically have not
been hallmarks of the market.

“I think those who don’t think
this is an overriding topic are in
trouble,’”” asserted Ron Seymour,
senior vp of public entities and al-
ternative markets for Scottsdale,
Ariz.-based Gulf Underwriters In-
surance Co., an excess and surplus
lines insurance company sub-
sidiary of Travelers/Aetna Proper-
ty Casualty Corp.

Last year’s premium wvolume
gain, though, does not mean the
surplus lines market has turned
back its last significant challenge
of the decade-long soft market.

The industry’s non-admitted di-
rect premiums in 1996 increased
4.6% to nearly $8.67 billion from
nearly $8.29 billion a year earlier
(see chart, page 12). The increase
marks the first gain since 1993, ac-
cording to figures provided by
state surplus lines stamping of-
fices and state regulators.

The top 10 surplus lines insurers
1S a group were even more suc-
cessful than the industry as a
whole in boosting premium vol-
nme. Their non-admitted direct
premiums rose nearly 6.5% last
year to nearly $4.07 billion from
almost $3.82 billion in 1995. The
gain, though, fell slightly short of
a similar group’s 7.2% increase in
1995 over its year-earlier non-ad-
mitted premiums.

Eight of the 10 largest surplus
lines insurers in 1996 reported
gains, two more than in 1995. Four
reported double-digit gains, but
that was two fewer than in 1995.

After years of leading the largest
surplus lines insurers in non-ad-
mitted premium volume gains and
then racking up the third-largest
inereace in 19858 American Intere

national Specialty Lines Insur-
ance Co. last year suffered a 1.6%
decrease. But, the insurer remains
the second-largest surplus lines
insurer.

The rankings of the six largest
surplus lines insurers did not
change for 1996.

Two insurers debuted in the
rankings: Pacific Insurance Co.
Ltd., an ITT Hartford Group Inc.
subsidiary, in seventh place, and
Acceptance Insurance Co., a sub-
sidiary of Acceptance Insurance
Cos. Inc,, in ninth place.

Bumped out of the top 10 rank-
ings were St. Paul Surplus Lines
Insurance Co. and the shrinking
but still active Illinois Insurance

Exchange (see story, page 10).

The newcomers also pushed
both United National Insurance
Co. and Columbia Casualty Co.
down a notch to eighth place and
10th place, respectively.

The results of the nation’s top
wholesalers were more mixed. The
largest wholesalers’ premium vol-
ume grew nearly 3.3% to almost
$3.74 billion last year from nearly
$3.62 billion in 1995. That marks
the third consecutive year that the
nation’s largest wholesalers had
weaker premium volume gains.

For underwriting managers and
managing general agents, though,
premium volume last year grew at
a snappier 5.8% pace to $1.31 bil-

lion from $1.24 billion in 1995.

Wholesale brokers’ premium
volume crept up 1.9% last year to
$2.42 billion from nearly $2.38 bil-
lion the year before.

There was little change in the
rankings of the largest whole-
salers. The change that did occur
centered on Aon Corp.’s acquisi-
tion earlier this year of Alexander
Howden North America Inc. in the
deal for the wholesale broker’s
parent company, Alexander &
Alexander Services Inc.

After it acquired A&A, Aon
folded Alexander Howden—the
former fourth-largest whole-
saler—into Aon Specialty Group’s
various wholesale operations. As a

result of Alexander Howden’s de-
parture from the rankings, Stew-
art Smith Group Inc. and Sher-
wood Insurance Services, an Aon
Specialty subsidiary, advanced in
the rankings.

Filling the open spot in the
rankings is K&K Insurance Group
Inc., another Aon Specialty sub-
sidiary and a former top 10 whole-
saler. K&K reappears in the rank-
ings as the nation’s 10th-largest
wholesaler. It last ranked among the
largest wholesalers in 1993 based on
its results from 1992, when K&K was
a Lincoln National Corp. unit.

Along with Swett & Crawford
Group, the nation’s largest whole-
saler, Aon Specialty units hold
three positions among the 10
largest wholesalers.

See Market on next page

CNA Insurance Cos.

'Figures are reported on a pooling basis.
Source: Bl survey

Nnn-admmed S Statutory
Insurer direct pramlnms Y% Total gross premiums % combined ratio
Parent company 1996 1995 change 1996 1985 change 1996 1985
Lexington Insurance Co. $1,112,070,783 $1,026,690,236 8.3% $1,351,925,234 $1,250,083,615 81% 999% 94.3%
American International Group Inc.
ferican International Speciaiy 78072437287 79371307552 16 811,765,737 B2 142,074 =005 94
Lines Insurance Co.
American International Group Inc.
Scottsdale Insurance Co. 522,109,042 544,101,028 -4.0 1,146,643,486' 1,160,855,368" -1.2 180 1135
Nati_onwide Mutual L nsurance Co. '
Steadfast Insurance Co. 328,396,607 327,121,585 04 360,091,513 356,144,362 T4 12087 112.9!
Zurich Insurance Group
General Star Indemnity Co. 293,228,768 237,221,725 236 299,338,485 243,853,456 22.8 93.8 96.1 ]
General Reinsurance Corp. :
Reliance Insurance Co. of llinois 959,648,439 204,802,424 269 296,765,781 241,458 4171 229 11007 " 1074
Reliance Insurance Co.
i Pacific Insurance Co. Ltd. 196,632,048 183,496,505 e 296,042,074 294,387,436 0.6 117.3 1044 |
| ITT Hartford Group Inc. 7 7
i United National Insurance Co. 195,765,451 173873102 126 270,148,508 24233639 115 98.4 944
. American Manufacturing Corp. |
| Acceptance Insurance Co. 195,728,421 180,050,867 8.7 281,399,887 279,941,325 0.5 1104t 113.7°
Acceptance Insurance Cos lnc
" Columbia Casualty Co. ™ 181294645 147,601,114 228 544954351  Bh0Z6i1356" 84 1097 107.8"

10 largest U.S.-based insurance wholesalers

Source: Bl survey

! Percent placed with non-admitted markets. 2 Fiscal year ends Sept. 30. 1

Restated. ! Formerly Price Forbes North America.® B/ estimate. NM=Not meaningful.

. Broker Premium volume % Gross revenues % % surplus lines' |
i Parent company 1996 1985 change 1996 1995 change 1996 1995
Swett & Crawford Group 2 $607,503,000  $589,617,000°  30% $59089000  $57.492,000°  28%  50.0% 45.0% ||
|___Aon Specialty Group S S— IENET
- Crump insurance Services Inc. * 522,550,000 520,000,000 05 ~ 38,669,000 38700000 01 600 600
.. Sedgwick Group P.L.C. " " -
i Tri-City Brokerage Inc. 454,850,811 476,592,944 -4.6 31,200,000 % 31,200,000¢ 0.0 20.0 20.0
\L__Privately held ——— I
] Stewart Smith Group Inc. 366,169,000 355,870,000 29 28,728,000 27,878,000 3.0 60.0 60.0
e GoR O Bl D e A M o i s DB )
Sherwood Insurance Services 263,000,000 238,000,000 105 23, 800 000 21,000,000 13.3 25.0 20.0
Aon Specialty Group . -
K&K Insurance Group inc. 209,028,539 197,211,358 6.0  45777,250° 43,269,000 58 - R R
Aon Specialty Group
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General Re Corp. .
Burns & Wilcox Ltd. 271,650,000 258,500,000 5 37,986,000 33,901,000 12.0 81.0 88.0
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ITT Hartford Insurance Group
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Surplus lines
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Continued from previous page
The last time a company played
such a dominant role in the surplus
lines rankings was in the late 1980s.
From 1986 through 1989, the now
broken-up Crum & Forster/Xerox
Corp. fielded two top 10 wholesalers
and a top 10 surplus lines insurer.
The only other change in the rank-
ings was cosmetic. Price Forbes North
America changed its name to Crump
Insurance Services Inc. The wholesale
broker maintains its ranking as the
nation's second-largest wholesaler.
The industry’s premium volume in-
crease signals that insurers and
wholesalers are offering new products
and developing new programs that
risk managers are demanding.
The gain certainly is not supported
by any rate hardening, even Zor prop-

erty catastrophe risks. The mid-1990s
run-up in property cat rates has pass-
ed its peak, and property premium
volume is flattening as pricing drops.
For example, at Lexington Insur-
ance Co., the nation’s largest surplus
lines insurer, property rates are off be-
tween 5% and 10% so far this year.

Helping to push down the rates is -

the growing capacity out of the ad-
mitted market and Lloyd’s of London
for California earthquake coverage.

Even rates for windstorm coverage
in the Scutheast are not rising, though
they are “better than any other prop-
erty business around,” said Kevin P.
Brooks, chairman and president of
both General Star Indemnity Co., the
fifth-largest surplus lines insurer, and
General Star Management Co., the
sixth-largest wholesaler.

The softening reinsurance market is
a double-edged sword for the surplus
lines market. Cheaper reinsurance has

prompted some surplus lines markets
to boost limits for certain coverages,
making the coverages more attractive
to risk managers. But, at the same
time, the softer reinsurance market is
igniting additional competition.

“Insurers that previously would not
have had the capacity to compete
with us have it today,” said Raymond
L. Freudberg, chairman of United
National.

“They are taking business that we
would have gotten. But, in our view,
they are writing it for premiums that
are too low.” At the same time, rein-
surers are beginning to battle surplus
lines insurers for business.

Some reinsurers have established
departments to write the business di-
rectly and then offer a piece of the
business to a surplus lines insurer,
noted Gene Keating, president and
chief executive officer of Scottsdale,
Ariz.-based American Equity Insur-

I
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or twenty years, our clients

ave enjoyed a unique combina-

ance Co., ultimately owned by North-
land Co. of Mendota Heights, Minn.

As a result, surplus lines insurers
write less of that business than they
have in the past, said Mr. Keating,
who also is a member of the National
Assn. of Surplus Lines Offices’ board.

The consolidation of the retail bro-
kerage industry similarly may help
some segments of the surplus lines in-
dustry while hurting others.

The freshly reconstituted whole-
salers that emerge from the consolida-
tion may approach the market differ-
ently and jar loose business from some
surplus lines insurers, executives say.

However, the consolidation trend
likely will mean more business for in-
dependent wholesalers, market exec-
utives say. Retailers likely will direct
more business to the independents
rather than dishing off business to
wholesalers owned by one of the re-
tailer’s competitors, say executives.

“Growth is going to continually be
a challenge in today's environment,”
said Paul Springman, NAPSLO's in-
coming president.

But, the more significant concern is
whether surplus lines insurers and
wholesalers can operate profitably,
said Mr. Springman, president of both
Evanston Insurance Co. and under-
writing manager Shand Morahan Co.,
Evanston, Ill.-based subsidiaries of
Markel Corp.

He and other market executives
agreed surplus lines companies will
continue to be able to operate prof-
itably, given the market’s history for
being an incubator for new products
and its management sophistication.

Surplus lines executives maintain
they will not battle for business to the
death of underwriting profitability.

But, “if you're doing that in this
market, there's a cost to that,” which
is a loss of premium volume, observed
Robert J. Cecconi, senior vp of St.
Paul Surplus Lines. The subsidiary of
St. Paul Fire & Marine Insurance Co.
was ranked as the eighth-largest sur-
plus lines insurer last year based on its
1995 results. But, it dropped from the
rankings this year as its non-admitted
premiums fell 18.3% to $131.3 million
in 1996,

Scottsdale Insurance Co., the only
other top 10 surplus lines insurer be-
sides AISLIC that reported a drop in
non-admitted premiums in 1996, has
“stepped up producer management to
make sure they aren’t taking on loss-
producing business,” said Bob Keul
vp-underwriting.

Lexington has allowed “a fair
amount” of its general casualty busi-
ness to leave because the insurer
would not underwrite at a loss, ac-
cording to Kevin H. Kelley, president.

A mainstay at The Schinnerex
Group Inc.—real estate professional
liability—suffered a “really tough
year,” said Richard Walk, senior vp
Policy count dropped by about 15%
after Schinnerer raised rates by dou-
ble digits throughout the country anc
by as much as 40% in Texas and Cal-
ifornia because of a dramatic increase
in the frequency and severity of
claims against real estate agents.

The surplus lines industry is replae-
ing that business with a bevy of new
products, with many markets anc
wholesalers featuring new program
business.

Surplus lines insurers and whole-
salers increasingly are turning to pro-
gram business because it is easier tc
retain on renewal, explained Roger S
Walsh, president and CEO of Ameri-
can Excess & Surplus, the New York-
based wholesale brokerage subsidiary
of retail broker Acordia Inc. Mr
Walsh noted that while Americar
E&:S loses 25% t035% of its non-pro-
gram business each year, no more
than 10% of its program business
walks out the door at renewal.

The addition of 15 new books o
program business last year largely

See Market on page ¢



Your Environmental Insurer’s Motto

Shouldn’t Be “Run For

Today, you need the courage and
creativity that our specialists have
shown since the days when they
pioneered the industry. You need
an ever-evolving company willing
to take the intelligent, informed
risks that progressive risk
management demands.

By forming an active partnership
with our agents. brokers and
customers, the Zurich-American

©1997 Zurich Insurance Company

Environmental Group forges a bond
of shared expertise that stretches
the boundaries when it comes to
creative risk management, products
and solutions.

We’re willing to take risks other
companies won't. And we'll service
our policies in a way other
companies can't. Because we're
backed by the financial strength,
stability and The Power of

Coverages underwritten oy Zurich Insurance Company or ancther member of Zurich-American Insurance Group.

our Lives.

Partnership only the worldwide
Zurich Group can provide. For more
information, contact your agent or
broker, -or call 1-800-382-2150.
Zurich-American.

The Power of Partnership?®

ZURICH

www.zurichamerican.com



6 / Business Insurance, September 15, 1997

Market

Continued from page 4

contributed to United National’s rela-
tively hefty 12.6% increase in non-ad-
mitted premiums.

Those programs provide, among
other things, product liability, general
liability, employment practices liabil-
ity and inland marine coverages.

St. Paul Surplus Lines earlier this
year established a special group dedi-
cated to pursuing program business.
“We see most of our business growth
there,” Mr. Cecconi said. He expects
flat results in other areas. In July, St.
Paul began offering a product liabili-
ty program for tire retreaders.

Sherwood's year-old program de-
partment last year introduced an air-
port program that provides property,
general liability and directors and of-
ficers liability coverage. The program

is “doing very well,” said James W.
Barnes, chairman and CEO.

Swett & Crawford’s 1996 premium
volume was boosted by programs
such as the one covering restaurants
for the loss of sales due to food-borne
illness. The program has been ex-
panded to food manufacturers.

Tri-City Brokerage Inc. last year in-
troduced a program, underwritten at
Lloyd'’s, that provides professional li-
ability coverage for lawyers, archi-
tects and engineers as well as for mis-
cellaneous classes of professionals,
such as management consultants. Tri-
City President John G. Hahn expects
the program’s premium volume to in-
crease 50% this year to $3 million.

Columbia Casualty owes the major-
ity of its 1996 premium growth to in-
creased writings in existing lines of
business, but the insurer also
launched new programs. The largest
program provides municipal liability

coverage, including police profession-
al liability and public officials profes-
sional liability coverage.

But, program business is not always
a sure-fire premium producer.

Lexington’s program division,
which writes primary and excess
property and liability for trade and
professional groups, has been espe-
cially hard-hit by the soft market.

Sherwood discontinued its national
roofers program, which illustrates the
difficulty of establishing programs,
Mr. Barnes said.

Mr. Walsh of American E&S agrees
that building a successful program is
difficult. “Unless you have something
unique, you have about a 12-month
opportunity before someone copies
it,” he said. He also thinks the term
“program” often is overused. Many
times it is used as a marketing tool
and does not address a serious cover-
age demand by a target group.

Surplus lines executives agree that
one of the hottest products in the mar-
ket is employment practices liability.

American E&S placed as much of
the coverage in the first half of 1997 as
it did in all of 1996, Mr. Walsh noted.

He pointed out, though, that as
much as 90% of the coverage is pur-
chased in California.

Receiving a cooler reception than
anticipated are the various pollution
coverages available in the market,
said James Ryan, president of the
American Assn. of Managing General
Agents and president of wholesaler
Market Finders Insurance Corp. of
Louisville, Ky. Large companies are
buying it, but smaller companies
largely have not, he said.

In the year ahead, the contractors
liability insurance market, which re-
mains extremely tight in California,
could expand in Arizona and Nevada,
Mr. Ryan said. The populations in
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those states are burgeoning, and men;
lawyers that represented Californi:
homeowners in their product defze
claims against homebuilders have re
located to the Southwest in anticipa.
tion of a new wave of defect claims, h
said. “So that could be an opportuni
ty in 1998.”

D&O coverage, though, could be
come a problem, warned Mr. Spring.
man of NAPSLO and Evanston. D&
rates have softened and terms havi
broadened over the past 18 month:
since the enactment of a federal law
designed to discourage frivolou
shareholder lawsuits (BI, Jan. 8
1996). But, the law has not helpec
hold down the frequency or severit;
of D&O claims, he said. “In the E&:S
marketplace, it's certainly been ar
eye-opener for a lot of us.”

In the meantime, some surplus line:
markets are redoubling their efforts ir
their specialties.

Lexington is focusing on the spe
cialty casualty business for which i
has developed expertise and for whict
market conditions are somewhat bet
ter. This includes architects and engi.
neers professional liability, specialts
contractors, employment practices 1i
ability, transportation and railroac
risks and health care-related risks, in
cluding provider stop-loss protect:or
and pharmaceutical and biotechnclo
gy product liability.

Surplus lines executives say insur
ers and wholesalers have to distin
guish themselves through their soe
cialties. Likening the market to fin
dining establishments, Mr. Spring
man said, “It’s the specialty of th
house that gets customers in there,”

The executives also emphasizec
that the days when those comparie
could rely on their specialties alon
have passed. At the height of the mid
1980s hard market, a company coilc
specialize “and have all the busines
you could dream of writing,” Mt
Ryan said. Today, “it’s very difficult t«
be a niche player. It’s almost impossi
ble,” because the business may mov
to the admitted market upon renewral

The consolidation of insurers, enc
the subsequent difficulties some soe
cialty wholesalers have had finding
markets, also is forcing more whole
salers to expand their offerings. Tha
is one reason for Schinnerer’s strateg:
of broadening its product offerir.gs
said Homer Sandridge, executive vp.

Of course, there are excepticns
Gulf Underwriters is one of them.

“It seems companies are offering :
much broader array of products thar
ever before. That's not our gam
plan,” said Vickie Kartchner, presi
dent. “Our particular game plan is fo
cusing on program, or portfolio, form:
of business. We're looking at doin;
business with agents with a high de
gree of expertise” in a particular area

Offering more services is anothe
way some surplus lines insurers anc
wholesalers are trying to distinguis}
themselves. For example, Schinnere:
is beginning to offer risk managers as
sistance with communications skill
and strategic business planning.

Gulf Underwriters is expanding if:
claims-handling and loss control ser
vices. Gulf's Ms. Kartchner and Mz
Seymour asserted that wholesalers ir
particular have to begin adding ser
vices to survive.

Wholesalers add between 5% anc
15% to surplus lines insurers’ expens
es, Ms. Kartchner said. ‘That’s to
much in today’s world. Insurers won’
pay for that unless they can get some
thing out of it.”

The return is a lower combined ra
tio as a result of wholesalers perform
ing various services that reduce in
surers’ expenses of handling claims o
that help mitigate the frequency o
severity of claims.

Mr. Seymour expects buyers to be
gin seeing this change in the month
ahead. “It's going to be a more effi
cient market,” he promised. | Bl
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Medicare reform merits prlse

\“W@HH uu;

HILE WE'VE OFTEN bashed Congress for its

boneheaded actions on employee benefits mea-
sures, legislators, for a change, deserve accolades for
their actions overhauling the Medicare program.

As we reported last week, legislators—in a very
welcome move—for the first time are opening up the
Medicare program to meaningful competition from
the private sector.

Simply put, under a new budget law, Medicare will
set fixed payment rates based on the counties where
retirees live. The identical rate will be offered to a
broad array of health care plans: health maintenance
organizations, preferred provider organizations, as
well as to insurers offering indemnity plan coverage
to Medicare beneficiaries or medical savings ac-
counts linked to high-deductible plans.

All these plans have to do, in exchange for accept-
ing the payment rate, is provide the same benefit
package Medicare offers.

After meeting that minimum requirement, health
plans have complete flexibility to design their bene-
fit packages to attract retirees. HMOs, for example,
undoubtedly will emphasize rich benefit packages
and preventive services, while PPOs’ likely pitch to
retirees—just as it is to the under-65 population—
will be the ability to move in and out of networks on
a service-by-service basis.

Of course, retirees still will retain the option to re-
main in the traditional Medicare program.

We believe these changes are good news for re-
tirees, employers and the government.

Retirees—just like active employees—will be able
to decide which type of health care plan best meets
their needs. Already, under current law, about 5 mil-
lion retirees have opted out of Medicare in favor of
HMOs because the managed care plans have been
able to offer far more generous benefits than Medi-
care and often for little, if any, additional premium.
And the new budget law assures the HMO option will
be available to many more retirees through a pay-
ment structure that will make it more financially at-
tractive for HMOs to offer coverage in areas of the
country where Medicare’s costs have been below av-
erage.

Other retirees, reluctant to give up their providers,
will choose PPOs, while others may opt for indemni-
ty plans run by insurers—dubbed private fee-for-
service—perhaps because they think insurers will be
more efficient in handling their claims than the gov-
ernment.

The point is that retirees will have a choice of

Letters

Bus/NESS INSURANCE €9

health care plans, something that makes a lot more
sense than limiting retirees’ choice to Medicare's
fixed benefit structure of one size fits all.

The coming changes in the Medicare market also
have important and positive implications for em-
ployers with retiree health care plans. As more re-
tirees opt out of the traditional Medicare market, the
need for employer-sponsored health care plans tnat
supplement Medicare becomes vastly reduced. We
think it may become unnecessary for employers to
sponsor retiree health car=2 plans—with all the cost
and administrative hassle that entails—when thkeir
former workers will have so many health care op-
tions from which to choose. Ultimately, employers
may find it a lot less expersive and administratively
easier to encourage retirees—such as through subsi-
dizing premiums—to join the Medicare alternative
plans than maintain supplemental plans.

Finally, we think the government also will be a
winner.

With about 38 million beneficiaries and annual
claims payments now well above $200 biilion, Medi-
care has becorme much too big for government to ad-
minister effectively. If millions of retirees opt out of
the traditional Medicare drogram and into private
health care plans, we think the government will save
a fortune on overhead—na small consideration for a
vital program whose solvancy still is very much in
doubt.

Shorter maternity stays benefit women

To the editor: I was very pleased to
read the interesting article on page 6 of
your Aug. 25 issue. This was the article
by Deborah Shalowitz Cowans about the
effect of short maternity stays on wom-
en’s health, shown in a study prepared
by Milliman & Robertson (“‘Study Finds
Short Maternity Stays Not Harmful”). I
found your editorial very realistic about
the current HMO bashing due to heavy

Business Insurance welcomes letters
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+ be a forum for readers’ opinions and

comments. We reserve the right to edit

. letters for clarity or space. We will not

publish unsigned letters. Please send

your letters to Letters to the Editor,

Business Insurance, 740 N. Rush St

Chicago, TlL. 60611; fax: 312-280-3174; e-
mail: pwinston@crain.com

lobbying by vested interests of all types.

I thought I might add a bit more grist
to the mill. In my position as a health
care actuary, I have looked at maternity
data across the United States for many
years. For the past 20 years or zo, the av-
erage length of stay for normal materni-
ty in California has been 1.6 days. Ovar
this period of time, many of these stays
were in fee-for-service as well as HMOs.
The HMOs did not produce this result,
but the physicians produced this result
by their method of practice in California
and other far Western states. I am really
confused that the state of California
would pass a law requiring a two-day
length of stay for normal maternity cas-
es when its average was considerably
lower than this.

Being an old-timer in a medical/actu-
arial field, I can recall maternity benefits
in 1950. Standard benefits at that time
were 10 times the room-and-board ben-

efit. Ten days was the average length of
stay for maternity. Our legislatures did
not seem to be involved in mandating
benefits £t that time—in fact, health care
coverage was very limited, particularly
for individuals and small groups.

Can't you imagine, in our day’s current
enthusiasm for mandates, we might have
frozen the existing practice in 1950?
Women siaying in the hospital were
highly prone to infections of all types, as
were the rewborns. The current system,
by getting a woman back into her home
environment (in some cases having ba-
bies at home), has minimized all the
postpartum infections that were so com-
mon.

Harry L. Sutton Jr.

Senior Actuary, Health Care Mass
Marketing Division

Allianz Life Insurance Co.
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Spotlight report

lllinois Insurance Exchange focusing on future

By MEG FLETCHER

CHICAGO—The Illinois Insur-
ance Exchange hopes its major
problems are behind it and new
opportunities are ahead.

“The general perception is that
the exchange is dead—and it's
not,” said James E. Tait, president
and chief executive officer.

He hopes a new state law will
help revive the IIE’s stability and
credibility as a market for surplus
lines insurance and the handful of
syndicates writing there.

The law gives the state Insurance
Department greater oversight of
the exchange'’s solvency, imposes
greater financial reporting and or-
ganizational requirements on syn-

dicates and increases public repre-
sentation on the IIE’'s beard (BI,
June 9). The law also authorizes
creation of an additional exchange.

Mr. Tait said he is discussing
with potential investors the feasi-
bility of a second exchange as “‘an
alternative domicile” for different
types of risk transfer, such as non-
traditional securitization products.
He declined to discuss details.

Regardless of the IIE’s future
possibilities, it must deal with re-
maining problems from its past.

In an eight-month period span-
ning late 1996 and early 1997,
three syndicates became insolvent
(BI, March 10). They were Geneva
Assurance Syndicate Inc., First
Oak Brook Corp. Syndicate Inc.

and Resure Inc. Syndicate.

The insolvencies create the first
test of the ITE’s prefunded $35 mil-
lion guaranty fund, which is the
only guaranty fund for surplus
lines insurance buyers apart from a
state program in New Jersey.

IIE executives and state officials
are trying to clarify the guaranty
fund’s response to unpaid claims,
which policyholders generally
were given a year to file.

Another problem was a general
decline in financial results in 1996.

The IIE’s syndicates wrote $85.4
million in gross premiums in 1996,
down 6.5% from a restated $91.4
million in 1995. The premiums
were restated to reflect the prior
writings of active syndicates. Last

year’s results were 71% below the
record $294.7 million the IIE re-
ported in 1994.

The drop in non-admitted premi-
um figures caused the IIE to lose
its place among the rankings of the
largest U.S.-based surplus lines in-
SUrers.

Also down were gross premiums
written on a direct, non-admitted
basis for commercial risks. They
dropped 44%, to $78.1 million last
year. However, the general decline
in premium volume resulted in
commercial business accounting
for a greater percentage of the IIE
total book of business, 93% last
year, up from 81%.

In addition, the IIE reported in
1996 that its net income dropped

SOMETIMES GOOD
THINGS CAN BE HARD

TO SWALLOW.

large international insurance organization.

Some of you may think this will change the

way we do business.

Rest easy. The fact is, that our new relationship is a

very healthy step for all of us. With global buying clout and

substantial resources, Swett & Crawford can provide even

better market access and a greater-than-ever capacity to

design, build and broker the kinds of programs and packages that

protect your clients against risks around the corner or around the

globe. And we continue to do this from locations across the country.

In competing for your business, Swett & Crawford is more determined than

ever to deliver the aggressive underwriting and brokering, rapid turn-around,

advantageous pricing and marketing savvy you need to cement your client relationships.

We'll continue to be your most reliable ally in a highly competitive marketplace just as

we've been throughout our 80 years of service to independent agents and brokers. Swett

& Crawford. Still the best remedy for a tough business climate.

Swett & Crawford

35% to $6.4 million and its com-
bined ratio deteriorated to 107.8%
from 104.7%.

Contributing to the IIE’s poorer
results was the fact that several
syndicates have ceased writing
new business during the past sev-
eral months. For example, Firsi
Mercury Syndicate Inc. and
Transco Syndicate #1 withdrew
from the IIE, Comprehensive En-
surers Market Syndicate Inc. is su-
ing the IIE over withdrawal ar-
rangements, and Britamco Under-
writers Inc. recently filed an appli-
cation to withdraw.

In addition to CEM, syndicates
considered active on the exchange
include AAI Syndicate #1 Ltd.
Agora Syndicate Inc., Prime Svn-
dicate Inc. and RCA Syndicate #1
Ltd.

The trend of negative results
continued into the first half of 1997
as gross written premiums fell tc
$17.9 million, according to the
IIE’s June 30 results. But, the first-
year net income figure of nearly
$7.6 million has already exceeded
the $6.4 million reported for all of
1996.

Meanwhile, capital and surplus
during the first half dropped less
than 1% to $71.8 million.

“I think that the financial diffi-
culties that have been problematic
for us have bottomed out. We are
beyond that now,” the IIE's Mr
Tait said.

There is still a market for the
IIE's traditional specialties, he
said. The IIE historically has beer
a niche market for coverages suck
as errors and omissions and liquoz
liability that are written on a sur-
plus lines basis.

Syndicates collectively write s
wide range of liability coverages as
well as some property coverages
for dozens of types of businesses
including contractors, bars and
taverns, restaurants, special events
organizers, outfitters and guides
used car dealers, real estate agents
and day care centers.

Depending on the risk, the IIE
traditionally can provide limits of
about $5 million for property and
up to $2.5 million for liability.

“I continue to see an opportunity
for niche players, but in a weak
market there is less of an opportu-
nity,” Mr. Tait said.

Although the new law allows fo1
the ITE’s dissolution, “I don’t antic-
ipate there being any action to dis-
solve the exchange,” he said.

The IIE as an entity is accepted
as an eligible surplus lines writer
in about three dozen states. IIE
syndicates are accepted on an indi-
vidual basis in seven other states.
Generally, the ITE cannot write
business in California, Connecti-
cut, Maine, Nevada, New Hamp-
shire, New York, Rhode Island anc
Texas.

Mr. Tait hopes the new law in-
creasing the state Insurance De-
partment’s oversight over the ex-
change may improve the IIE’s
standing in the eyes of out-of-state
regulators as well as buyers.

Provisions give the Illinois Insur-
ance Department responsibility fo
examining the financial records of
the exchange, which it previously
reviewed annually. In addition, the
law imposes new financial report-
ing requirements on syndicates
which will have to file quarterly
statements, actuarial opinions anc
audited financial reports with the
department.

The legislation also creates ar
executive committee that will eon-
sist of three of five public trustees
on the IIE’s 13-member board
That committee will oversee ITE
operations, though it will be sub-
ject to a nine-member majority oi
the board.



“I'm very pleased— “The administration of “Weve found that DR is less DR is our best

DR gives us a our DR program alone costly than fully insured L emplovee benefit.
comprehensive plan for gives us tremendous dental plans. In fact, without | = It gets the highest praise
a very reasonable cost. savings—about it, we wouldn't be able : frem our people. It's easy
And our employees are one-third less than our to ofter dental coverage. to explain and easy to

very grateful.” previous plan, which It’s well-recetved because understand. They get

e requin?d. third pa:ry the pa_vmcntsﬂto the fast I'Cil'IlbLll'St‘IIIEI_It zn‘.'ad
'fhw:{- b i administrators. t‘!‘l‘lpl(‘l}'L‘CS are tn‘sr..And 110 ]li—’iSSlt‘S—fl‘Lll}' 1'ef1'eghlng
e it’s easier to administer.” in this age ot medical
cary, NC —j%;j‘hada; ) 5 loxcitn™
(605 employees) First Security Ba il I R TE complexity.
Salt Lake City, UT Greewvtlle Utilities Concudssion - BHLA Taiws,
(8,000 ew 1?@/@3;) Greeuuile, NC Tdependent scheol Distvict
(353 covered e;sz;::.’ijl,'s’<?;‘} : Lubbock, TX

(3,300 employees)

FOUR BENEFITS MANAGERS. 12,258 EMPLOYEES. 343,224 TEETH.

ONE SMART IDEA.

The 1 the need to eliminate the costly administrative

D I RE C | [??Srrlgﬁs Plan processes and red tape typical of other types of
REIMBURSEMENT St aﬁ' Empaits coverage. The need to manage program funds as

- ‘ . _ you wish. And the need to give your employees
Decision-makers from different industries ; : :

. ' freedom of choice and quick reimbursement.
across the country have been discovering that

! : : We'll provide you wirh a free cost estimate for a Direct Reimbursement
Direct Reimbursement offers comprehensive 5 ‘ 3 f

plan designed to mcet the company needs that you spezify.

. Just call | _800_232_76 98 and jind out for
employees. It’s a program that recognizes AD A\ yourself why DR is a smart idea in dental coverage.
™ T\ o

American Dental Association

yet cost-effective dental coverage for their

http:/fwww.ada.org




12 / Business Insurance, September 15, 1997

Spotlight report

New Hampshire leads nation in surplus lines premium growth

By RICHARD TROUT

New Hampshire posted the
largest percentage increase in sur-
plus lines premiums last year:
Surplus lines premium volume for
the Granite State was $46.4 mil-
lion in 1996, 95.8% higher than
the year before.

New Hampshire’s surplus lines
market now is expected to remain
stable at about $46 million fol-
lowing this increase, according to
a state examiner. He declined to
elaborate on reasons for the in-
crease.

With the exception of Iowa,
which saw a 27.8% increase, all

double-digit premium volume in-
creases occurred east of the Mis-
sissippi.

In Maryland, surplus lines pre-
miums hit $88.6 million in 1996, a
53% increase.

Florida posted a 32.9% gain,
while five other states registered
double-digit increases: Indiana,
up 21.9%; Tennessee, up 18%;
West Virginia, up 17.3%; New
Jersey, up 12.8%; and North Car-
olina, up 11.2%.

Overall, 23 states and the Dis-
trict of Columbia posted increases
in surplus lines premium volume
between 1995 and 1996.

Surplus lines premiums written

nationwide totaled $8.67 billion in
1996, a 4.6% increase from a re-
stated $8.29 billion in 1995, ac-
cording to state regulators and
stamping offices surveyed by
Business Insurance.

After the 4.9% decrease report-
ed in 1995, it appeared as if the
market was aiming for an about-
face during 1996.

It was the first increase since
1993, when surplus lines premium
volume went up 5.8% amid a
hardened property catastrophe
market.

Many states restate their prior-
year premiums as more accurate
information becomes zvailable. In

several states, surplus lines fig-
ures were provided by the stamp-
ing office or surplus lines associa-
tion rather than the state insur-
ance department.

California reported the largest
surplus lines premium volume of
any state—$1.44 billion, a 9.1%
increase from its restated 1995
volume.

Texas posted the second-largest
surplus lines premium volume, at
$1.24 billion, but saw a 1.5% de-
crease from its restated 1995 pre-
miums.

Maine had the largest decline in
surplus lines premium volume last
year, at $7.2 million, a 41.2% de-

crease from 1995.

Other states reporting sign:fi
cant declines included Sout]
Dakota, down 39.4%; Nortl
Dakota, 36.7%; Wyoming, 19.€%
Delaware, 19.4%; Oregon, 18.7%
and Connecticut, 17.2%.

Overall, 27 states reporte«
declines in surplus lines vol
ume.,

Proposals to change surplu
lines laws are pending in New Jer
sey, New York, Pennsylvania anc
Texas. Eleven states reportec
changes to their surplus lines law
last year.

Surplus lines tax rates did no
change in any state.

Surplus lines premiums and taxes by state
Surplus lines premiums '95 - '96 '94 - '96 Surplus lines taxes percent
State 1996 1995 1994 % change % change 1996 1995 1994 tax rate

[ Alabama $123,153,883 $125,024,733 $142,776,275 15% -13.7 % $7,389,233 1 $7,501,784 $5,711,051 6.00%? }
Alaska 33,238,380 33,574,575 38,936,908 -1.0 -14.6 770,732 776,045 929,645 2.70%

[ Arizona 93,028,903 92,639,482 89,746,768 0.4 37 2,714,211 2,775,249 2,688,433 3.00%° |
Arkansas 50,485,607 52,664,378 48,479,524 -41 41 2,078,103 2,166,320 1,990,771 4.00%

[ California* 1,440,710,322 ¢ 1,320,335,608¢  1,443,383,453* 9.1 -0.2 43,221,310 39,610,068 43,301,504 3.00% '
Colorado 111,308,945 110,497,368 94,440,913 0.7 17.9 3,339,268 3,375,268 2,880,526 3.00%"°

| Connecticut 73,174,208 88,328,696 80,822,692 -17.2 -9.5 2,852,495 3,483,000 3,126,308 4.00% j
Delaware 16,799,818 20,841,566 18,228,769 -19.4 -7.8 336,045 417,201 364,575 2.00%

1 District of Columbia 60,569,337 59,279,461 48,300,363 2.2 25.4 1,120,121 1,171,675 966,007 2.00% —f
Florida 951,210,923 715,928,653 654,441,776 32.9 453 43,328,531 32,269,768 28,573,447 5.00%

{ Georgia ° 210,614,775 220,931,690 224,465,300 -4.7 -6.2 8,424,591 8,837,268 8,978,612 4.00% ]
Hawaii ® 89,661,591 96,557,865 97,530,469 7.1 -8.1 4,204,665 4,516,082 4,564,426 4.68%

{ Idaho* 16,709,489 19,727,124 18,949,968 -153 -11.8 436,602 526,466 495,278 2.75% I
Iinois* ¢ 270,364,258 265,532,109 287,274,098 1.8 -5.9 8,110,928 8,078,583 8,610,840 3.00%

j Indiana 106,486,052 87,378,429 94,774,483 21.9 12.4 2,029,695 3,788,152 2,570,360 2.50% 1
lowa® 52,422,569 41,024,520 42,914,429 27.8 22.2 1,048,451 820,490 858,289 2.00%

1 Kansas 36,987,987 34,844,175 41,060,266 6.2 -9.9 2,219,279 2,090,651 2,484,522 6.00%
Kentucky 39,571,196 40,519,377 40,688,954 -2.3 -2.7 1,187,159 1,215,381 1,220,668 3.00%

1 Louisiana 361,223,664 373,023,847 513,361,352 -3.2 -29.6 18,061,183 18,651,192 25,668,068 5.00% I
Maine 7,153,156 12,160,207 17,494,801 -41.2 -59.1 214,595 364,806° 524,844 3.00%

1 Maryland © 88,565,463 57,872,131 69,536,225 53.0 27.4 2,611,956 1,686,663 2,037,485 3.00% |
Massachusetis © 211,003,875 220,000,000 195,000,060 -4.1 8.2 8,440,155 8,800,000 7,800,000 4.00%

1 Michigan 325,745,254 358,055,641 314,623,379 9.0 3.5 8,053,584 8,612,934 6,926,249 2.50% * ]
Minnesota 92,078,389 35,105,776 85,385,994 8.2 7.8 2,762,352 2,553,173 2,561,580 3.00%

| Mississippi 65,341,286 63,313,808 61,430,195 3.2 6.4 2,613,651 2,493,892 2,427 581 4.00% |
Missouri 143,362,738 164,855,299 160,302,262 -13.0 -10.6 6,993,993 8,073,451 7,857,206 5.00%

l Montana 9,800,256 11,446,656 11,753,480 -14.4 -16.6 270,555 315,382 323,541 2.75% ]
Nebraska 29,617,999 31,732,434 26,871,046 -6.7 10.2 901,433 951,973 816,483 3.00%
Nevada 29,179,680 30,986,039 32,030,840 -5.8 -8.9 1,162,029 1,140,901 1,110,271 3.50% ]
New Hampshire 46,411,571 23,705,902 25,477,831 95.8 82.2 928,305 474113 509,556 2.00% -

I New Jersey 301,173,834 256,911,706 240,049,111 12.8 255 8,891,327 8,465,107 7,827,524 3.00% _]
New Mexico 26,234,648 25,819,574 28,591,028 165 -8.2 ' 787,039 - 774,587 857,731 3.00%

[ New York* 571,434,713 536,357,884 566,222,222 6.5 0.9 15,107,976 14,199,641 13,502,706 3.60% |
North Carolina 93,018,721 83,649,691 80,937,506 1Lz 14.9 4,650,938 4,182,483 4,046,877 5.00%
North Dakota ¢ 4,393,435 6,943,777 7,121,898 -36.7 -38.3 76,887 121,497 127,167 1.75% |
Ohio 155,516,400 157,304,231 144,712,799 -1.1 7.5 1,380,115 1,365,530 1,262,665 5.00%

I Oklahoma ° 71,935,170 66,281,910 86,317,057 8.5 -16.7 4,136,110 3,976,915 5,179,023 6.00% ]
Oregon* 58,275,437 71,655,421 68,190,463 -18.7 -14.5 1,410,446 . 1,744.673 1,654,435 2.25%

I Pennsylvania 308,000,000 303,000,000 308,000,000 17 0.0 8,820,086 10,900,340 11,742,125 3.00% ]
Rhode Isfand 27,665,948 ¢ 26,375,463 ¢ 39,583,647 ¢ 4.9 -30.1 " 829,978 791,264 1,187,509 3.00% -

l South Carolina 88,087,590 85,036,930 72,535,976 3.6 214 3,523,504 3,401,477 2,901,439 4.00% ]
South Dakota 5,932,398 9,792,500 11,532,500 -394 -486 148,310 244813 . 288,312 250%

| Tennessee 138,614,590 117,490,748 115,073,673 18.0 20.5 3,686,919 3,196,815 3,116,266 2.50% " I
Texas* 1,240,115,777 ° 1,259,634,116 1,255,094,468 -1.5 -1.2 60,144,424 61,070,380 60,823,577 485%

l Utah 42,528,843 42,264,629 40,604,536 0.6 4.7 1,807,476 1,796,246 1,725,692 4.25% ]
Vermont 8,714,474 " 9,859,848 10,720,341 -11.6 -18.7 261,434 295,795° 321,610° 3.00%

I Virginia 124,602,542 127,801,956 115,132,561 -2.5 8.2 2,803,557 2,875,544 2,590,482 2.25% ]
Washington* 117,282,716 124,847,580 124,663,638 -6.1 -5.9 2,345,654 . 2,496,952 2,493,273 2.00%

| West Virginia 25,381,365 21,635,822 20,000,000 ! 17.3 26.9 825,701 796,610 800,000 4.00% _]
Wisconsin 65,015,504 76,852,251 78,247,994 -15.4 -16.9 1,940,419 2,296,699 2,312,890 3.00% *

I Wyoming 7,020,187 8,762,821 9,490,457 -19.9 -26.0 216,926 249,105 265,673 3.00% }
TDI‘ALSIAVERAGES : - $8,666,925,866 $8,286,166,407  $8,443,304,688 i 4.6% 2.6% 311,620,436 302,780, 404 303,905,102 3.42%

! State lnsuranee department estimate * 4% i ini1994 ? Tax is 4% of premiums plus 4% of underwriting expensas ¢ Non-taxable prammms excludad $2.25% for ocean marine and railroad/airiine interstate caveragas' Flscai years ending 6/30 73% in 1994 * B/ eshmale
:Sirr;amﬂlfs‘umw'g 1994 'fE% on direct p!acamants " 3.25% on fire partion  0.5% on ucaan marine coverage * Information prowded by s!ampmg oﬂwe or surplus lings association -
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Continued from previous page
party property damage and third-
party cleanup costs.

While the general liability por-
tion is available on a claims-made
and occurrence basis, the pollu-
tion liability is available only on a
claims-made basis.

Seal, which stands for Supple-
mental Environmental Automo-
bile Liability program, is intend-
ed to fill gaps in business automo-
bile and trucking policies. The
policy, which first became avail-
able in March 1996, provides cov-
erage against claims of bodily in-

jury, property damage or cleanup
costs caused by pollution releases
from cargo carried by a covered
vehicle. It carries limits of up to
$10 million.

Mr. Kelley pointed out that
most of the business Al Specialty
writes can “be essentially broken
down into five main categories:
Health care excess, financial
products, environmental, primary
casualty, and unusual coverages
that really combine finite and risk
transfer accounts.”

As an example of the last cate-
gory, the ‘“unusual coverages,”

Mr. Kelley said a multiproduct
policy could be manuscripted for

nificant amount of risk, but there
would be limits to that risk. And

— I
Capacity for most casualty lines is now
$50 million with facultative reinsurance, a
doubling of the previous $25 million limits,
says Kevin Kelley.

a client.
“The client might assume a sig-

we would in some cases provide a
direct excess over and above

We help our clients manage the

winds of change...

even when they hit at 115 mph.

WtEen our clients face catastrophic losses, they need instant, on-site response—

regardless of location or conditions. That’s why when Fran was still pummeling the

Carolina coast, Crawford adjusters were already there, well before anyone else. With no lights,

no power, and with winds still reaching gale force, Crawford’s temporary

Claims Center was up and running. It was all made possible by our

centralized assignment system, which electronically dispatches

all of the details of each loss in a matter of minutes.

P
® 1y x \
Crawford® 7. power to manage your changing environment.

http://www.crawco.com

that,” he said.

Such a product could be written
on a multiyear basis, he said. Mr.
Kelley added, however, that
clients’ appetite for multiyear
policies is not as great as it was a
year ago, though he did not kncw
why that is the case.

Mr. Kelley said Al Specialty is
not limited to the five broad cate-
gories of coverage.

“I think we'd look at anything
provided we thought we could
make an underwriting profit on
it,” he said.

Al Specialty also writes various
forms of professional liability
coverage, errors and omissions,
directors and officers liability,
pension fiduciary ERISA liability
as well as other fiduciary liability,
and primary and excess commer-
cial property coverages.

Capacity for most casualty lines
is now $50 million with faculta-
tive reinsurance, said Mr. Kelley,
a doubling of the previous $25
million limits.

He said the increase came as a
result of market conditions and
customer demand.

Mr. Kelley pointed out, howev-
er, that “there’s very little proper-
ty written in American Specialty
now."”

American Specialty launched
several new products during the
past year, he said. These included
Corporate I, which he described
as a tailored policy that can com-
bine several lines of coverage, in-
cluding several different forms of
E&Q coverages, for clients in tar-
geted industry groups.

“What we're trying to do is de-
sign products that meet specific
industry needs,” he said.

AISLIC also introduced Se-
cured Creditor Impaired Propecty
Policy and Professional Package,
or Pro Pac, during the past year. A
Secured Creditor Impaired Prop-
erty Policy protects financial :n-
stitutions against loss arising
from a default by a borrower on a
commercial real estate loan by
providing recovery for the lesser
of the outstanding loan balance or
the cleanup costs. The policy alsc
can provide coverage for third-
party bodily injury, property
damage and cleanup costs result-
ing from on- and off-site pollut:on
at insured properties.

Pro Pac is a package policy that
includes general liability, envi-
ronmental and professional liabil-
ity for environmental consultants ’
contractors and engineers. In ad-
dition to standard general liabili-
ty coverages, the policy includes
coverage for claims that result
from a pollution release aris:ng |
from the client’s contracting oper- |
ations and professional services.

Looking ahead, Mr. Kelley saic
“I think there will be growtk
probably in the health care busi-
ness, growth in the environmer:ta
business, growth in the middle
market business and growth in se-
lected financial lines.”

Al Specialty writes as a non-ad-
mitted insurer in all states excep=
Alaska and New Jersey.

It has operated as an admitted
insurer in Alaska since its incor-
poration under that state’s laws in
1973.

The company has no employees
of its own. Its staff is employed by
its parent, AIG.

In addition to Mr. Kelley, Anter-
ican Specialty’s principal officers
include: Elizabeth M. Tuck, secre-
tary; Armand Pepin, treasu-er;
David J. Walsh, senior vp; and
James M. Kilkenny, vp. Thomas
Tizzio, whom Mr. Kelley succeed-
ed as American Specialty’s presi-
dent, is the insurer’s chairman.

—By Mark A. Hofmann
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Scottsdale
Insurance Co.
8877 N. Gainey Center Drive

Scottsdale, Ariz. 85258
602-948-0505; fax: 602-483-6752

1996 1985
Gross premiums. . . $1.15 billion  $1.16 billion
Non-admitted . . ... 522,109,042 544,101,028
Commercial risks . .. ., .. 88.9% 91.6%
Net premiums . . . . . 323,980,100 305,706,248
Paid-in capital ... .. 6,027,200 6,027,200
Capital & surplus .. 192,819,964 182,829,817
Employees .............1,066 1,059
Combined ratio . ... ... 111.8% 113.5%
Rating agency......... 112.3% 1135
Nef income . ....,... 8,517,936 5,024,180
Best's rating . .. .. .. cioe Adp A+p
S&Prating. ...... coo - AA AA

Figures reported on a pooling basis.

Recognizing the need for inr.o-
vation to ensure continued
growth, Scottsdale Insurance
Co.’s management has developed
a new customer-oriented strategy
that it hopes will enable the com-
pany to generate 25% of its rev-
enue from new products and mar-
kets by the year 2002.

That’s a pretty ambitious goal,
as new products and services now
contribute just 5% to the new
business Scottsdale generates
each year.

“Scottsdale is trying new
things,” stressed Bob Keul, vp-
underwriting, pointing to a
framed copy of the company’s
new mission statement hanging on
his office wall, entitled “Business
as UNusual.”

This approach already has re-
sulted in the creation of a market-
ing department, product redesigns
and product introductions.

Mr. Keul estimated that because
the surplus lines market is so soft,
Scottsdale loses nearly 35% of its
premium volume each year to
non-renewals.

With that kind of turnover, the
company is hustling to maintain
its place as the third-largest U.S.-
based surplus lines insurer.

Scottsdale’s gross premiums
written on a direct, non-admitted
basis dropped about 4% in 1996 to
$522.1 million.

“Until now we've been primari-
ly reactive,” he observed. “The in-
dustry is that way. We looked at
everything that came in and con-
sidered it.

“But now, we want to be more
focused so that we can go out and
identify profitable opporturities.
The difficulty is, we still have a
lot of newly emerging competitors
or else the standard market from
where we all emerged is compet-
ing with us,” Mr. Keul said, refer-
ring to the fact that many licensed
insurers are competing for what
was traditionally surplus lines
business.

As a result of the competition
from the standard market, Scotts-
dale is writing more business on
admitted paper than ever before:
Admitted business now represents
33% of the insurer’s total $1.15
billion in 1996 gross premium vol-
ume.

“That’s a reflection of the fact
that 82% of Scottsdale’'s trans-
portation business and 75% of the
insurer’s professional liability
business is being written on an
admitted basis,” Mr. Keul ex-
plained.

Despite the growth of admitted
paper, Scottsdale doesn’t plan to
become an admitted insurer, he
said.

“We need to focus on our
strengths and not pretend we're
something that we’re not” just to
keep business that is lost tc com-
petitors because of price, he said.

But the composition of Scotts-
dale’s business is changing in oth-
er ways as well, Mr. Keul ob-
served.

The insurer, which started out
as primarily a casualty underwrit-
er, now writes more property than
liability business.

For example, in 1997 contract
property business is expected to
represent about 29% of Scotts-
dale’s entire book of business,
while contract casualty consti-
tutes just 24%.

Contract property and casualty
business is written by general
agents to whom the insurer has
given binding authority. It in-
cludes both commercial and per-
scnal lines.

Contract property represented
27% of Scottsdale’s total premium
volume in 1996, up from 24% in
1995.

While contract casualty made
up 28% of Scottsdale's total pre-
miums in 1995, it dropped to 26%
in 1996.

“Some of that was self-im-

posed,” Mr. Keul said, explaining
that Scottsdale has set a “walk-
away' price below which it will
not write certain risks.

For example, losses in the
Northeast prompted Scottsdale to
abandon one liability l:ne, which
Mr. Keul did not wish to identify
publicly, in that region. This
amounted to a $4 million loss in
premiums for 1996.

And the insurer stopped writing
coastal property business nearly
three years ago.

“We won't write at a loss,” he
said, even if that means reducing
the number of general agents to
which it has given binding au-
thority.

“We've stepped up producer
management to make sure they
aren’t taking on loss-producing
business,” Mr. Keul said.

Now Scottsdale’'s management
receives monthly loss runs chart-

ing the experience of the business
each of its general agents brings
in.

About 80% of Scottsdale’s busi-
ness comes from general agents
with binding authority within
certain guidelines the insurer has
established. Among Scottsdale’s
top producers are: Burns &
Wilcox Ltd.; E&S Group Inc.; Me-
dia/Professional Insurance Co.
Inc.; Go Pro Underwriting Man-
agers; Crump Insurance Services;
J.J. Negley & Associates; and Hull
& Co.

Scottsdale also is cracking
down on claims handling by en-
forcing deductibles, by taking ad-
vantage of subrogation opportu-
nities and by adding seven claims
staff members, bringing the em-
ployee total to 1,066, according to
Mr. Keul.

That effort and an improved re-
turn on investment has increased

Scottsdale’s net income to $8.5
million in 1996 from $5.0 million
in 1995.

The insurer's combined ratio
also improved to 111.8% last year
from 113.5% in 1995.

Scottsdale’s new vision stats-
ment rededicates the insurer’s
commitment to providing quality
products and service while im-
proving efficiency and profitabili-
ty. The statement includes a pro-
vision for generating 25% of its
revenues by 2002 through new
products and markets.

To achieve these objectives,
Scottsdale has made several
changes in its product offerings.

For example, while the same
$10 million in capacity is avail-
able for all product liability lines,
the new umbrella liability capaci-
ty was increased to $25 million
from $10 million as of Jan. 1,

Continued on next page
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“In the old days, Scottsdale
never wrote more than $10 mil-
ion,” he explained. “But that’s
the old market. In the new mar-
zet, risk managers are demanding
more coverage. This helps us keep
their business.”

The soft reinsurance market al-
lows the company to keep be-
ween $500,000 and $1 million of
2ach risk.

While Scottsdale primarily buys
reaty reinsurance for the extra
capacity, it will find facultative
reinsurance when necessary, ac-
*ording to Mr. Keul.

Scottsdale’s reinsurance is
nlaced by Aon Re Inc. of Chicago.
[ts principal reinsurers are:
Chartwell Reinsurance Co., Folk-
samerica Reinsurance Co., Kem-
per Reinsurance Co., PMA Rein-
surance Corp., St. Paul Fire &

Marine Insurance Co., Skandia
American Reinsurance Co., Tren-
wick America Reinsurance Corp.
and Zurich Reinsurance Centre
Inec.

In another first, Scottsdale this ‘

year created a marketing depart-
ment and hired Jay Lughes, for-
merly with First Financial Insur-
ance Co. of Burlington, N.C,, to
head it.

Mr. Lughes, who has an MBA in

marketing, will build an in-house

marketing team whose objective
will be to help Scottsdale deliver
better products and services.

Part of Mr. Lughes’ job will also
include tracking regulatory
changes in the various markets to
look for opportunities, according
to Mr. Keul.

As part of its new marketing
thrust, Scottsdale is looking to
launch some “package’ policies to
provide ancillary coverages to ex-

isting clients.

One example would be to cover
the personal risks of the members
of law firms to which it provides
professional liability coverage,
Mr. Keul said.

The insurer also may begin mar-
keting existing programs to new
clients.

Among Scottsdale’s other new
product offerings are:

e Managed care errors and
omissions coverage, with $1 mil-
lion in primary limits and excess
coverage available.

e A livestock dwelling program,
which provides $1 million in lim-
its to cover chicken coups in the
Southeast and pigsties on a na-
tional basis.

e A Public Entity Package, or
“PEP”’ policy for small to medi-
um-sized municipalities and
counties. The program currently
covers entities with populations

below 5,000, but Scottsdale plans
to expand the program to commu-
nities with populations of up to
25,000. The program provides up
to $1 million in primary limits
with umbrella coverage available
to cover such diverse risks as
transportation, public official lia-
bility and boiler and machinery.

& $1 million in easement cover-
age for the International Right of
Way Assn.

* $1 million in medical malprac-
tice coverage for members of a
physicians and surgeons risk pur-
chasing group in Florida.

e $1 million or more in con-
sumer warranty liability coverage
for manufacturers.

e $1 million in limits for chil-
dren’s soccer lability and camp
liability.

Scottsdale continues to write
transportation coverages; profes-
sional liability coverage; general,

WHAT DO 130 TOP
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excess and umbrella liability cov-
erages; and property insurance.

The insurer still is investigating
the possibility of introducing ar
Internet risks policy similar to the
media/professional program i
now offers, according to Mr. Keul

Besides Mr. Keul, Scottsdale’s
other principal officers are R
Max Williamson, president; Gor-
don Eugene McCutchan, secre-
tary; and Michael Dean Miller
treasurer.

Scottsdale has an A.M. Best Co
rating of A+p and an AA rating
from Standard & Poor’s Corp.
Both ratings are unchanged frorm
1995.

Scottsdale, a unit of the Nation-
wide Group, is an approved non-
admitted insurer in all states ex-
cept Arizona, Delaware and Ohio,
where it operates on an admitted
basis.

—By Joanne Wojcilk

Steadfast
Insurance Co.
1400 American Lane,

Schaumburg, lIl. 60196-1056;
847-605-6000; fax: 847-605-6011
1996 199

Gross premiums . . $360,091,513  $356,144,362
Non-admitted . . . . $328,396,607 $327,121,58F

Commercial risks ....... 100% 100%
Net premiums . . . .. $32,537,224 $27,659,364
Paid-in capital .. ... $4,100,000 $4,100,000
Capital & surplus . . $75,680,250 $49,466,273
Employees................. 0 (i
Combined ratio ., ..... 120.8% 112.9%
Rating agency ............ NA 113.2%
Net income . .. ....... $250,862 $318,654
Best'srating .......... .., As A
S&Prating. ... .oo..on i AA+ AAA

After several years of rapid
growth, non-admitted premium
volume increased only slightly at
Steadfast Insurance Co. in 1996.

Premiums written on a direct,
non-admitted basis rose just under
0.4% to $328.4 million last year.

That'’s a dramatic slowdown from
the 89.1% growth from 1994 tc
1995, though growth in those years

| came largely from converting the

business of The Home Insurance Co.
of Illinois—placed in runoff after it
was acquired by Steadfast’s ulti-
mate parent, Zurich Insurance
Co.—as it came up for renewal.

Converting the business of Home
Holdings Inc.’s surplus lines unit to
Steadfast was a key goal for the
Schaumburg, 111.-based company in
1995, and the fact that that was
successfully accomplished explains
the flat premium growth from 1995
to 1996, according to Tom Routson,
a vp in Zurich-American’s specialty
lines division in New York. Zurich-
American manages Steadfast.

Although Steadfast’s premium
growth was flat, premium volume
in 1996 was sufficient to keep
Steadfast at No. 4 in the Business
Insurance rankings of the largest
surplus lines insurers.

Within the Zurich-American In-
surance Group, the surplus lines in-
surer provides the flexibility to take
a surplus lines approach to under-
writing coverage when it makes
sense to do so.

“Non-admitted obviously tends
to be lead business on unique place-
ments,” said Bruce Spencer, a vp in
Zurich-American's specialty lines
division in New York. “We do some
tougher business, pharmaceuticals
and the like, that lend themselves to
unique approaches.”

Most of that business comes from
Zurich-American’s specialty lines
division.

Among other areas in which
Steadfast fits into Zurich’s strategy
is excess casualty. “We provide up
to $50 million capacity umbrella
and excess business,” said Mr.
Spencer.

Continated om nert nnne
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Steadfast is eligible to write as a
non-admitted insurer in every state
and Puerto Rico, except Maine and
South Carolina. It is admitted in
Delaware.

By not forging exclusivity arrange-
ments with any broker, Steadfas? has
a wide distribution network. Much of
its business is generated by major re-
tail brokers, but the company also en-
joys strong relationships with some
wholesale and regional brokers.

Steadfast’s primary market focus is

on the hard-to-place casualty busi-
ness of middle-market to large cus-
tomers.

Among the commercial risks the
company specializes in insuring are
environmental impairment liability,
health care, professional liability, rail-
roads, primary surplus lines, excess
and umbrella, general liability, archi-
tects and engineers professional lia-
bility and directors and officers.

Steadfast also introduced a new
product over the past year, a com-
bined E&Q/D&O product aimed at
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diversified financial institutions.

“They target banks with more than
$5 billion in assets, insurers with more
than $10C million in surplus, invest-
ment advisers with more than $150
million in assets under management,
mutual funds of all sizes, securities
broker/dealers and captive agents,”
Mr. Routson said.

The product for diversified finan-
cial institutions has $50 million in ca-
pacity.

Of Steadfast’s $360.1 million gross
premium volume in 1996, nearly all—
91.2%— was on a direct non-admit-
ted basis, little change from 1995's
92%.

All of the company’s direet, non-ad-
mitted business was related to com-
mercial risk in 1996, no change from
the prior year.

The capacity Steadfast can offer
varies by line. Architects and engi-
neers liability has up to $25 million in
limits, up from $10 million last year.

Environmental coverages are divid-
ed into several different product lines,
with capacity ranging from $10 mil-
lion to $30 million, depending on the
coverage line. Some of the environ-
mental coverages include property
transfer eoverage for future liabilities
from pre-existing pollution on a site,
lead-based paint liability and as-
bestos liability.

Up to $25 million in coverage is
available for a broad package of rail-
road liability, which includes general
Liability, E&O, contractors liability,
directors and officers and profession-
al liability.

Health care coverage, which is
largely malpractice, has limits up to
$50 million, also increased from last
year’s $30 million.

The increased limits are made pos-
sible by a favorable reinsurance mar-
ket, Mr. Routson said, and offer a way
to bring in some additional premium
in a competitive market.

In the general liability and product
liability area, Steadfast can provide
limits of up to $5 million, said Janet
Jordan-Foster, a senior vp in Zurich-

American’s specialty lines division in
New York.

“That’s our typical capacity,” she
said. “That’s consistent with what
we've done in the past.”

“We have a mix of business,” Ms.
Jordan-Foster said, including manu-
facturing, contracting, premises pro-
tection, a generic pharmaceutical pro-
gram and security guard coverage. “It
runs the gamut.”

There is no class of business that
Steadfast has stopped writing in re-
cent years.

“I think we look at risks on an indi-
vidual risk basis. If there’s one that is-
n’t practical because of rates or losses
those are the accounts we have to let
go,” Ms. Jordan-Foster said.

Likewise, faced with an extremely
competitive market that has certainly
had some impact on Steadfast’s pric-
ing, “I think most companies do have
a walk-away point and we've let busi-
ness walk,” Ms. Jordan-Foster said.

Steadfast has lost some renewal
business by not taking the rate down
as low as the customer wants it to go,
she noted. “Beyond a certain point,
you have to question whether you
should be on certain risks.”

There are also instances where the
competition is beginning to rely a lit-
tle bit less on price, Mr. Spencer said.
“Where you can’t cut the price any-
more, you add a bunch of coverage,”
he said.

While Steadfast’s premium volume
increased slightly in 1996, its net in-
come for the year decreased 21.3% to
$250,862. Steadfast’s policyholder
surplus jumped nearly 54% in 1996 to
$75.7 million.

“That was environmental reserves,
a one-time thing Zurich did on their
books to increase shareholder reserves
for environmental exposures,” Mr.
Routson said.

The increase reflects “money set
aside put into the surplus to pay fu-
ture claims,” he said.

Net written premium volume in-
creased 17% to $32.5 million in 1996
from 1995, while its combined ratio

increased to 120.8% last year from
112.9% in 1995.

Competition from admitted insur-
ers is becoming increasingly fierce.
“The admitted policy forms are as
cheap as surplus forms now in some
areas,” Mr. Routson said.

But, while a soft market continues,
Mr. Spencer suggested there are some
indications it might be reaching bot-
tom.

“People I think are beginning to
pull back a little bit in terms of under-
standing that at some juncture you
have to make a profit,” he said.

And Ms. Jordan-Foster said thst
while “ all signs are business as usual”
regarding the soft market, she’d like
to be optimistic “that all cycles have
an end.”

Steadfast has no employees of its
own, all staff being Zurich-American
employees. It has an A+ rating from
AM. Best Co., unchanged from the
prior year, and an AA+ rating from
Standard & Poor’s Corp., down a
notch from the AAA rating it enjoyed
the prior year.

Steadfast’s officers are: Constantine
P. Iordanou, president and CEO;
Loren J. Alter, vp and treasures;
Ronald A. Anderson and David A.
Bowers, vps; H. Donald Hanson, vp

and actuary.
—By Rodd Zolkcs

General Star
Indemnity Co.

695 E. Main Street, P.O. Box 10354
Stamford, Conn. 06904-2354
203-328-5700; fax 203-328-6131

Internet: www.genre.com

1996 1845
Gross premiums . . $299,338 485  $243,853 456
Non-admitted . . ., $293,228,768  $237,221 725

Commercial risks ........ 98% 97%
Net premiums . ... $222,386,130  $177,842 523
Paid-in capital ..... $5,000,000 $5,000,000
Capital & surplus . $327,790,817  $322,693,926
Combined ratio ........ 93.8% 96.17%
Rating agency.......... 93.5% 95.3%
Net income ....... $41,065,501 $40,784,626
Best'srating ............. A A
SEP TRt . oo cnne AAA Akq
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General Star Indemnity Co.
continues to grow in a soft market
by spicing up its product lineup
with new or expanded coverages
and by steering clear of business
that could jeopardize an under-
writing profit.

Premiums written on a direct,
non-admitted basis grew to $293.2
million in 1996, a 23.6% increase
from 1995. This performance,
which allows General Star to
maintain fifth place in Business
Insurance’s ranking of the 10
largest U.S.-based surplus lines
insurers, follows an 11.1% gain
from 1994 to 1995.

As has been true since 1994,
much of the growth was powered
by an increase in property insur-
ance volume, mainly in coverage
for windstorm-related risks in the
Southeast. The largest segment of
this coverage is a wind-deductible
buyback policy designed to cover
policyholders’ existing de-
ductibles.

Admitted insurers are retreat-
ing from windstorm coverage in
the Southeast, said Kevin P.
Brooks, chairman and president
of Stamford, Conn.-based Gener-
al Star.

“If you can smell salt water,
guys are getting out of it,”” he said.

The percent of the company s
premiums from property business
grew to 20% of business last year
from 15% in 1995,

For the surplus lines market,
rates from windstorm coverages
in the Southeast are not rising,
though they are “better than any
other property business around,”
Mr. Brooks said.

Continued on page 24
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Earthquake insurance in Califor-
nia is another property product
that has been successful in achiev-
ing premium growth, he added.

General Star also has many non-
property products contributing to a
strong business mix:

¢ Professional liability coverage
for biotechnology companies in-
volved in genetic engineering or
clinical trials. Based on demand,
that product has been expanded to
cover pharmaceutical companies’
liability after the drug is sold to the
public.

“If you're writing clinical trials,
it's a natural movement to go into
writing pharmaceuticals, because
you've written it during the tough
stage when you're doing the critical
trials,” said Senior Vp Patricia
Roberts.

The limits are $2 million for pri-

mary and $10 million for excess.

e Sudden and accidental pollu-
tion coverage, including oil well
blowouts, for suppliers to oil rig
operators. General Star offers §2
million in primary coverage and
$10 million in excess coverage.

e Ocean marine general liability
for privately owned yachts used for
fishing or tourism, with limits of $1
million in primary and $5 million
in excess coverage.

* Animal mortality coverage with
limits of $1 million primary with
no excess.

Some products have not been as
successful for the company.

General Star began writing crop
insurance last year, and the first
policy written resulted in a total
loss. The insurer renewed the poli-
¢y, however, and has since written
two more crop policies.

The company has seen a falloff in

its environmental business, mainly
because of the admitted market
taking some of the business back
by writing pollution on an occur-
rence basis; General Star writes it
on a claims-made basis. General
Star’s commercial general liability
policy for contractors and consul-
tants that clean up pollution sites
has limits of $5 million for primary
and $10 million for excess cover-
age. Professional liability for con-
sultants that design cleanup plans
has the same limits.

But the success of new products
has overcome the downturn in the
environmental business.

Weather-related event cancella-
tion coverage was introduced re-
cently to cover losses related to
outdoor concerts or other outdoor
gatherings. Limits are $1 million in
primary with no excess offered.

General Star also offers a policy

that covers physical damage to
race cars. In fact, the insurer cov-
ered the first two finishers at this
year's Indianapolis 500. The pro-
gram literally started with a bang
as the first car insured crashed at
the start of the first race, resulting
in a total loss.

Also recently launched is cover-
age for general liability, profes-
sional liability, product liability,
patent and copyright, and errors
and omissions for software devel-
opers and consultants. Limits are
$2 million with $10 million in ex-
cess.

Despite the new products and the
success of many existing ones, this
year's direct non-admitted premi-
um growth for the first six months
is up only 1% over last year, Mr.
Brooks said. He anticipates 1997’s
volume will exceed 1996 by 5%,
less than the 12% increase the
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company had earlier projected fo
1997.

But meeting top line growth tar
gets is not the primary objectiv= a
General Star, Mr. Brooks said.

“If we have a focus, it’s our an
derwriting,” Mr. Brooks said. “W
are in the insurance business not t
build an investment portfolic
We're in the insurance business t
write difficult property and liakili
ty policies and make a prcfit
That’s what we do.

“The first goal in every year fo
20 years has been to have an un
derwriting profit,” Mr. Brosk
said. “We have never, ever had
volume goal, and we don't have on
today.”

Mr. Brooks said that unlike othe
years, there generally are no area
where rates are increasing.

“A couple of years ago there wer
still some property pockets wher
the rates were going up or at leas
they were stable,” he said. “But
would not say that this year at all.

He added that General Star ha
raised rates on school board E&:(
to above the market rate. An
long-haul trucking rates hav
dropped to a point where the ccm
pany won't write policies at th
market rate.

The only line the insurer ha
dropped is California contractor
liability coverage. “California con
tractors cannot be written prof
itably,” he said, because of lega
decisions in California that hav
“basically turned the insuranc
policy into a warranty,” wher
contractors are being held respon
sible for all types of problems wit!
construction and are turning t
their general liability policies fo
coverage, he said.

Underwriting income rose 87.3%
to $7.7 million in 1996 from 1995
while net income—held back b;
higher federal taxes and lower in
vestment income—edged up slight
ly to $41.1 million in 1996 fron
$40.8 million in 1995. For the firs
six months of 1997, underwrit:n,
income is up 6.5% over the sam
period in 1996.

Statutory combined ratio for -h
company improved to 93.8% i
1996 from 96.1% in 1995. For :h
first 6 months of 1997, the loss ~a
tio has climbed to 97.6%.

General Star in 1996 retaine
74% of its premiums, up from 739
last year. The remainder is rein
sured primarily with its paren
General Reinsurance Corp., thoug!
various other reinsurers are als
used.

The company’s surplus increase
to $327.8 million in 1996 fron
$322.7 million in 1995.

The number of MGAs producin,
business for the company has in
creased to about 45 from 40. Gen
eral Star has about 225 producer
located throughout the country, u
from 220 from last year.

General Star Indemnity has n
employees of its own. All employ
ees work for General Star Manage
ment Co., which also underwrite
on behalf of General Star Nationa
Insurance Co., an admitted affili
ate.

General Star Management’
headquarters are in Stamforc
Conn. It also has offices in Atlants
Chicago, Dallas, Los Angeles anq
New York.

Besides Mr. Brooks, General S-a
Management’s principal officer
are senior vice presidents Patrici
Roberts and Sam Anderson; an
vice presidents Craig Ott, Adi
Tooker and William Murray.

General Star Indemnity has a:
A++ rating from A M. Best and ai
AAA rating from Standard &
Poor’s, a change from the pr:o
year's rating of AAq.

—By Michael Prir.c
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Reliance Insurance
Co. of Illlinois
233 S. Wacker Drive, Suite 6120
Chicago, Ill. 60606

312-655-1850; fax: 312-876-0923:
Internet: www.reliancenational.com

1996 1395
Gross premiums . . $296 765,781  $241,458.417
Non-admitted . . .. $259,048,439 5204 £02.424
Commercial risks .. . ... 100% 100%
Net premiums . . $17,195,237 $15,058,279
Paid-in capital . ... . $4,100,000 $4,100,200
Capital & surplus . . $36,248 196 $28.511,283
Combined ratio ., ..... 110.0% “01.4%
Rating agency ... ..., 110.2% 101.5%
Net income . .. . 81,777,675 $3,272,204
Best's rating . s s A-p
S&Prating ............... A A

Figures reported on a pooling basts.
|

Reliance Insurance Co. of Illinois
believes in building on a good
thing. In the insurer's case, the
good thing is its success in writing
employment practices liability and
professional liability coverage.

Reliance’s success in those areas
has boosted the insurer’s non-ad-
mitted premiums and kept the
company the sixth-largest surplus
lines insurer in this year’s Business
Insurance rankings.

Premiums written on a direct,
non-admitted basis grew to $259.9
million in 1996, a 26.9% increase
over the $204.8 million in non-ad-
mitted business the Illinois-based
insurer wrote in 1995.

A large part of the increase is
from a surge of interest in the EPL
program that led to a nearly 50%
rise in that business in 1996. EPL
and professional liability now gen-
erate about half of the company’s
premiums.

“EPL is a stronghold area for
our division, and it should grow by
20% to 25% again this year,” said
Elaine Trischetta, executive vp of
New York-based sister company
Reliance National Insurance Co.
Reliance National oversees Re-
liance Group Holdings’ surplus
lines operations.

Reliance is steadily increasing
the amount of EPL business it
writes. The insurer’s EPL premium
velume totaled more than $10 mil-
lion in 1995 and grew to about $15
million last year. This year, Re-
liance expects to write about $18
million, she said.

First-time buyers have caused
the increase, according to Ms.
Trischetta. “People are very aware
of their vulnerability with respect
to employment-related claims and
so there’s a lot of opportunity for
that market with first-time buy-
ers,” she said. In addition, many
clients that had been purchasing
limits of $1 million now are re-
questing limits of $5 million to $10
million, Ms. Trischetta said.

On EPL risks, Reliance offers a
maximum of $35 million in limits,
with the help of reinsurancs.

Although more admitted insur-
ers are entering the EPL field, Re-
liance's main competition remains
other surplus lines insurers, she
said.

“The form is still somewhat in its
infancy, and it continues to evolve,
and therefore it's easier to xeep up
with the evolutionary process by
writing on a non-admitted basis,”
she said.

Pressure to reduce rates exists,
but surplus lines insurers general-

ly are enhancing coverage rather
than decreasing rates.

As a result of heightened interest
from buyers, Reliance has in-
creased its limits on two profes-
sional liability lines.

Limite for architects and engi-
neers professional liability cover-
age have doubled to $20 million.
Also doubling, to $20 million, were
limits on miscellaneous profes-
sional liability. Reliance has about
75 classas of business within the
miscellaneous area, including
management consultants, public
officials, investment advisers,

I
‘EPL is a stronghold area
for our division, and it
should grow by 20% to
25% again this year,
says Elaine Trischetta.
I 4200

broadeasters liability, third-party
administrators, and inspection
firms. Business in these areas has
been strong, with about a 15%
growth in premiums in 1996.

The cecmpany continues to write
professional liability for hospitals
and nursing homes, with limits un-
changed at $25 million.

Ms. Trischetta said the company
is always looking to expand into
new areas. One such new area is
professional liability for home
health care companies. “We're ex-
pecting to see a lot of growth com-
ing,"” Ms. Trischetta szid. The poli-
¢y covers nurses and non-medical

care providers who assist people in
their homes. It is written on both
occurrence and claims-made
forms, with limits up to $25 mil-
lion.

Another new area is advertising
injury liability for companies that
create Internet advertising. Limits
are $20 million.

Reliance also has raised the lim-
its on its umbrella liability cover-
age to $25 million from $15 mil-
lion, again in response to increased
interest. For the first time, the in-
surer is offering umbrella liability
coverage for punitive damages.

Reliance remains a market for
hard-to-place property risks, such
as older urban buildings, with
available limits of $10 million.

Another product the company
continues to offer is lawyers’ ex-
cess professional liability, with
limits of up to $20 million.

Reliance Insurance Co. of Illi-
nois’ combined ratio deteriorated
to 110.0% last year from 101.4% in
1995 due to a $1.3 million pretax
charge for additional asbestos and
environmental reserves, she said.
Without the charge, the 1996 com-
bined ratio would have improved
by eight points, she said.

For the first half of 1997, Re-
liance reported $1.8 million of net
income. Also, the combined ratio
for the first half deteriorated to

" 100.5%. A comparison with the

year-earlier period is not meaning-
ful because of the pretax charge
for reserves last year.

Keeping the combined ratio low
is part of the company’s plan, Ms.
Trischetta said. “Our goal is to
continue to grow at a steady pace,

always looking at trying to achieve
under a 100% combined ratio,” she
said.

Rates have remained soft in ev-
ery line, with an average drop of
5% to 10% from last year, Ms.
Trischetta said. The only exception
she sees is with small law firms’ er-
rors and omissions liability.
“We're starting to see competitors
talk about raising rates on the
smaller law firms,” she said.

Despite the soft market, Reliance
has yet to cease underwriting any
particular line of coverage. The in-
surer will walk away from a re-
newal, however, if the company
cannot get the price it considers
warranted. “It’s a risk-by-risk d=-
cision,” she said.

“You try not to lose a renewal, if
possible, especially if it's been with
you a number of years and it's
been loss-free,” she added. “But
everything has a walk-away
price.”

One market factor she said con-
cerns the company is competitors
dropping rates while also offering
broader coverages. Some of these
coverage enhancements go beyond
EPL and extend into third-parzy
coverage, Ms. Trischetta said. “So
there are some concerns about how
broad the policies are getting on
the employment practices side,”
she said.

Ms. Trischetta said Reliance’s
success is based on the strength of
its people. “We've got very talent-
ed, extremely creative people, well
respected by the industry. And
we're an extremely service-orient-
ed company.”

Continued on page 30
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Ac Liberty Mutual we understand that sorting through group disability claims data can take
more time than you really have. So we've come up with a remarkably efficient way to analyze,
manage and report vital information on-line. Our exclusive RISKTRAC?® database lets you instantly
find out how a claim is progressing, monitor your company’s disability trends and track program
performance. It's another way Liberty Mutual helps you manage disability costs effectively. And

helps Paul Suhar and his co-workers (every single one of them) live safer, more secure lives.
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ENGLAND REJOINS EUROPE AFTER 10,000 YEARS: MAY B, =5
(DESIGN/BUILD COVERAGE CREATED: MARCH 10,1975)

Not every project is as enormous as the Chunnel. But whatever the complexitys it's important to be
ry in innovative products

hsured by a company that can handle the exposures. At Lexington, wWe lead the indust
and services for construction liability. We: also design coverage for hard-to-place, emer
such as healthcare, transpor‘tation, chemical manufacturing, and financial institution
tajlored to meet the unique needs of many organizations. To find out how the largest U.S. surplus lines insurer
can help yow call your surplus lines broker. Or, call Lexington at 617-330-1100 for additional information.
LEXINGTON INSURANGE COMPANY PIONEERS IN REVOLU“ONARY COVERAGE.

ging risks in industries
s. Our policies can be
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Continued from page 26

Reliance of Illinois’ business is
essentially evenly split between
independent wholesalers and the
wholesale units of retail brokers

Reinsurance support for the
surplus lines insurer’s underwrit-
ing is available from Reliance Na-
tional’s stable of numerous treaty
reinsurers. Net written volume in
1996 increased to $17.2 million
from $15.1 the prior yvear

Reliance of Illinois writes on an
non-admitted basis in every state
except Illinois, where the compa-
ny writes as an admitted insurer,
and New Hampshire, where it
does not write any business. Re-
liance does not write any |n'l'>;~n|u|
lines.

Polievholder surplus grew :
to $36.2 million last year from
$28.5 million in 1995,

Reliance of Illinois has an A.M.

el
. /o

Best Co. rating of A-p, indicating
& pooling basis, unchanged from
1995. The insurer retained its
claims-paying ability ratirg of A
from Standard & Poor’s Corp.
The insurer has no employees of
its own. Staff consists primarily
of Reliance National employees
loeated in the parent company’s
headquarters in New York.
Senior officers did not change
since last year. Robert C. Olsman
remains chairman of the board
and president of Reliance of 111i-
no:s. Otaer principal officers are:

~erome H. Carr, senior vp, trea-

surer and chiel financial officer;
Kenneth R. Frohlich, senior vp
and chief actuarial officer; Robert
Krisowaty, senior vp and con-
treller; and Lee H. Routledge, se-
nior vp, secretary and general
counsel.

By Michael Prince

Pacific Insurance Co.
Lid.

150 Federal St., Boston, Mass: 02110;

617-526-7600; fax: 617-526-061

96 1995

CGross preminms
Non-admitted
Commercial risks
Nel premiums
Paid-in capital
Capital & surplus
Employees
Combined ratio
Net income
Best's rating
S&P rating

2,962
200,000
$311,116.448

The thrill is gone from the prop-
erty catastrophe market, and Pa-
cifie Insurance Co. Ltd. is one of
many surplus lines insurers feel-
ing the loss.

“That property catastrophe
business was a longer ride than I

expected, and it was a good ride,
but it appears to have peaked,”
lamented Ralph J. Palmieri, presi-
dent of Pacific, a Hartford Acci-
dent & Indemnity Co. unit.

“Premium volume has
strong in the last
cause of the market for catastro-
phe business in places like Cali-
fornia for earthquake and Florida
for windstorm,™ he explained.

“This is the year where we've
really begun to notice some slip-
page in the pricing that's been
available since 1993."

The competition has
been for large national accounts
handled hy the top brokers, M.
Palmieri noted, saying he has seen
requests for rate cuts of 50% on
this business.

“In more of those cases, we have
walked away from the business
because the price decreases are

been
several vears be-

stiffest

we give you the power to control

wur destiny. Let us transform the

way )

u think about your future.

CommonwealthRisk

|.ead

Call 1.800474.3330
www.comrisk.com

s in Alternative Risk Financing.

too significant to ignore,” he said.

On property business Pacifiz
has chosen to renew, prices have
fallen 10% to 15%, resulting in
“some negative impact on (Pacif-
ic's) top-line revenues.”

“That’s not to say we feel pric-
ing is inadequate,” he added. “Sa
we aren’t at the walking-away
stage when you talk about that
kind of decrease.”

The beleaguered casualty mar-
ket, meanwhile, isn’t providing
any relief. “There is not a great
deal of optimism in the casualty
markets for price strengthening
any day soon,” Mr. Palmieri said,
reporting that Pacific has seen
rates slide an average of 10%
since last year.

Most of the growth in Pacific’s
casualty business has been in the
professional liability lines on
which it has chosen to focus, said
Myr. Palmieri, who also is presi-
dent of First State Managemeri
Inc., another ]

Hartford unit and
exclusive underwriting manager
for Pacific. A profile of First State
begins on page 57.

First State was among the first
companies to write professional
liability for mutual fund mar-
agers; he noted: “We have a very
long and solid history in that
husiness, and we feel that it's very
natural for us to use that core to
grow into related lines.”

Overall, Pacific, which is L-
censed only in Connecticut and
Hawaii, wrote direct non-admit-
ted premiums of $196.6 million
last year, making il the seventh-
largest U.S. surplus lines insurer,
according to Business Insurance’s
rankings.

Much of that business was {from
California, where Pacific wrote
$82.5 million in direct premiums.
Other key states were Florida,
with $21.4 million in premiums;
Texas, with $15.9 million; and
Massachusetts, with $12.5 million.

Pacific is the non-admitted
counterpart to Trumbull Insur-
ance Co., an admitted Hartford
unit for which First State is ex-
clusive underwriting manager.

Pacific’'s non-admitted premi-
ums rose a steady 7.2% last year
over 1995. For the first six months
of this year, non-admitted volume
similarly rose to $104.8 milliox,
7.5% above the first half of 1996.

Property has continued to ae-
count for a slightly larger share of
total volume than casualty.

Pacific can write up to $5 million
in primary or excess property lim-
its.

Property—particularly catastro-
phe-exposed property—is becom-
ing a tougher line of business for
companies such as Pacific, Mr.
Palmieri observed.

In California, for example, mar-
ketwide capacity for commercial
earthquake coverage has jumped
to just under $310 million from
less than $150 million only a year
ago, he said.

“Certainly, standard companizs
are back in the market in a big
way, as well as Lloyd's and Lon-
don ¢ompanies,” he said. In 1993
and 1994, by contrast, “the market
was much smaller, much tighter.”

While fighting to maintain a
profitable property book, Pacitic
has focused on promising areas of
the casualty market.

Among these is professional lia-
bility, where Pacific last month in-
ereased its maximum gross limit to
$10 million, bringing it in line with
the insurer’s capacity for excess
general liability risks. Previously,
Pacific had written up to $5 m:l-
lion on professional liability risks
and could reach $10 million only
with  facultative reinsurance

Continued on next pagye
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support.

The insurer’'s notable profes-
sional liability lines include pro-
srams for architects and engi-

eers; an employment practices li-
ability program begun last year; a
eal estate brokers errors and
ymissions program; and miscella-

eous E&O coverage that spans 65
lasses of professional risk, Mr.
Palmieri said.

Last year, professional liability
rccounted for about 15% of Pacif-
¢’s casualty book, but this year
hat number should increase to
about 24% and will grow further
n 1998 and 1999, he predicted.

The newer professional liability
iferings join a long-established
awyers professional liability pro-
sram that began in Massachusetts
and is being expanded to other
states, including Connecticut and

ew Hampshire, Mr. Palmieri
said.

“Lawyers professional liability
s another targeted growth area
or us, and we've been very suc-

essful gaining market share in
he New England states,” he said.

Other sources of business for
Pacific include:

s Primary casualty lines, where
Pacific can write up to $1 million
ser occurrence and $2 million an-

ual aggregate. The insurer’s pri-
nary book is a mix of manufac-
urers and contractors liability,
oroduct liability, and owners,
andlords and fenants liability
isks.

Pacific also offers a contractors
iability program combining $1

illion in primary limits with up
0 $10 million in excess and um-
orella coverage.

+ A liguor liability program

ith limits up to $1 million pri-

ary and $5 million umbrella that
draws most of its business from
assachusetts but is available in

Business
Insura "

ON-LINE SERVICES

Now you can find Business Insur-
ance on the World Wide Web. BI's
home page includes many impor-
tant departments, including ... UP-
DATES for late-breaking news
posted each Friday ... INTERNET
ARTICLES from past issues ... a
DATEBOOK of searchable indus-
try-wide meetings and events ...
WEB LINKS listing sites on the
web of interest to risk and benefit
managers ... ONLINE FORUMS
for users to exchange information
... and much more:
http://www.businessinsurance.com

REPRINT SERVICES
BI's Reprint Department can pro-
vide 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 provid-
ed to companies wishing to reprint
on their own, material appearing in
the newsmagazine. For informa-
tion, call or fax:

312/ 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 Bl
issue date and article headline. The
charge is $7.50 per copy/per arti-
cle. In-publicatio2n directories are
not available by fax. For article
photocopies call:

312/649-5393

other states.

e Several health care-related
programs, including property
and/or liability programs for
nursing homes; home health care
providers; and “human service
providers,”’ such as group homes
for physically or mentally im-
paired people who still can live
independently. These programs
offer a $1 million primary liabili-
ty limit, and the nursing home and
human service provider programs
offer up to $10 million in umbrel-
la limits.

Wholesale brokers produce
most of Pacifie’s business, and
First State Management deals
with about 200 wholesalers oper-
ating from about 400 office loca-
tions, Mr. Palmieri said.

Despite the generally softening
market, Pacific has performed
well, according to Mr. Palmieri:

1996 was a profitable year, and
our combined ratio was less than
100%,” he reported.

Assessing Pacific’s performance
based on its financial statements
is difficult, though, because they
largely reflect the experience of
Hartford's intercompany reinsur-
ance pool, of which Pacific is a
member.

Last year, for example, Pacific
reported gross written premiums
of $296 million, including $198.5
million of its own direct written
business and $97.6 million in rein-
surance assumed from the Hart-
ford pool. Pacific then ceded all of
its direct business to the pool,
leaving it with net volume con-
sisting entirely of the pool premi-
ums that it assumed, which in-
clude several lines of coverage Pa-
cific itself does not write on a di-
rect basis.

For 1996, Pacific reported virtu-
ally flat earned premiums of $97
million, again consisting of pool
business.

Rising claims pushed its under-
writing loss to $16.9 million from
$4.2 million in 1995; its statutory
combined ratio on the pool busi-
ness last year was 117.3%, much
worse than the experience Mr.
Palmieri said the company had on
its direct book.

After investment gains, taxes
and other gains and losses, Pacific
finished the year with net income
of $10.2 million, down 45.8% from
$18.7 million in 1995.

Its policyholder surplus also de-
clined 6.1% to $292.1 million at
year-end 1996 from $311.1 million
the previous year, mainly reflect-
ing a $30 million dividend to Pa-
cifie’s parent company.

For the first six months of 1997,

Pacific recorded earned premiums
of $48.8 million, up marginally
from the same period last year,
and a narrowing underwriting
loss of $1 million, down from $3.7
million in last year’s first half.

After investment income and
other gains and losses, the insurer
reported net income of $11.6 mil-
lion, up 37.7% from $8.4 million
in the first half of 1996.

In addition to Mr. Palmieri, Pa-
cific officials include Ramani
Ayer, chairman; Joseph Gareau,
executive vp and chief investment
officer; Peter Coghlan, senior vp;
and Michael O’Halloran, vp and
secretary.

Pacific carries Hartford's
pooled rating of A+ from A.M.
Best Co. and Standard & Poor's
Corp.’s Hartford pooled claims-
paying ability rating of AA.

—By Douglas McLeod

When Global Communication Is Critical

Our cstablished global nerwork provides dependable, nmely communication
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United National
Insurance Co.

3 Bala Plaza East, Suite 300,
Bala Cynwyd, Pa. 19004;
610-664-1500; fax: 610-660-8£82

1906
$270,148,508 5242 336,639
$105,765,451 S173.873.102
Commercial risks BT aT%

19485
Gross premiums

Non-admitted

Net premiums $77,807,064 $69,576,218
Paid-in-capital $3.000,000 £5.000,000
Capital & surplus . $196,175,542 $179,745,093
Employees 148
Combined ratio 094.4

Rating agency
Net income 519,826,361 $19,875,82¢
Best's rating A+

S&P rating . Aqg

An increased amount of program
business helped United National
Insurance Co. beat the soft insur-
ance market in 1996 and record

couble-digit growth in premium
volume.

But it was a struggle, and in
1997 the company is striving just
to maintain its current premium
volume, said Seth D. Freudberg,
president and chief executive offi-
cer.

“We are working twice as hard
just to maintain our current posi-
tion,” he said.

The relentless soft market held
back growth in most of the compa-
ny's existing programs, but the ad-
dition of several diverse new books
of program business made 1996 a
relatively buoyant year for United
National.

And, while premium growth
slowed in the first half of 1997, it is
expected to pick up again in the
second hall of the year because of
good renewals, Mr. Freudberg
said.

(216) 831-7500. And see just

By maintaining a reputation as a
producer-driven company that
will consider any risk it thinks it
can underwrite successfully, Unit-
ed National should continue to
prosper, he said.

In 1996, non-admitted premiums
at United National increased
12.6% to $195.8 million from 1995,
making it the eighth-largest sur-
plus lines insurer, down a slot from
last year, according to Business In-
surance’s rankings. The 1996 pre-
mium volume still does not com-
pare to United National’s high of
$260.7 million in neon-admitted
premiums in 1994, and though the
company is maintaining its posi-
tion, it is unlikely to see rapid pre-
mium growth in 1997, said Mr.
Freudberg.

In the first six months of 1997,
non-admitted premiums dipped
3.5% to $81.6 million from the

vear-earlier period due to contin-
ued rate softening, he said.

United National is walking away

from some accounts where policy-
holders are demanding large rate
cuts, and the insurer is finding it
hard to replace that business with
other profitable business, he said.

But, he added, “it’s certainly not
as big a loss of business as you
might expect given the state of the
market.”

The recent successes for United
National have largely been the ad-
dition of new program business,
said Robert Cohen, senior vp.

“There is not one great big pro-
gram that we have taken on, but
we have taken on a number of
smallish ones,” he said.

Included in the 15 new programs
are: two product liability pro-
grams; two general liability; one
employment practices; one habita-

We’ll go to the ends of the earth

to work with vou on

Make your move now. Call us at

Well, at least as far as Barbados.

Actually, as one of the few innovative companies handling alternative
risk, we'll go anywhere to find the right answer for you. And unlike most
carriers in this dynamic category, we’re flexible and creative enough to
find a solution where others can’t. PRS Enterprises has a number of
companies and products to help you. Especially our affiliate Credit
General Insurance Company which is rated “A-." We'll provide
unparalleled servicé and quick response for all your casualty

needs. So don’t wait for renewal to consider alternative risk.

EXCELLENT

\ ‘;-\ PRS Enterprises, Inc.

how far we’ll go for you. : ‘j /)
=
=

Lakepoint Office Park « 3201 Enterprise Parkway * Beachwood, Ohio 44122 « (216) 831-7500 * Fax: 216-292-6802

tional, for buildings such as apart-
ments and condominiums; and an
inland marine program, Mr. Cohen
said.

Program business is good both
for United National and its pro-
ducers, who are able to use their
relationship with the insurer tn
build a dependable book of busi-
ness, he said.

“Producers are looking to devel-
op a special relationship with enz=
insurer,” Mr. Cohen said.

United National is well-posi-
tioned to take on a wide variety cf
programs because it is a distribu-
tion-driven rather than product-
driven company, said Mr. Freud-
berg.

“We don’t say to producers:
‘Here is what we are looking for;
now please bring the accounts in,’
s0 people try us out on a lot cf
things. Our view is that if it makes
good underwriting sense and we
have the expertise to handle iz,
we'll consider it,” he said,

But while the insurer will con-
sider a variety of programs, it is
continuing to trim the number of
brokers it deals with, said Mr. Cc-
hen.

For the past several years, the
company has tried to develop bet-
ter relationships with the brokers
that bring in the most business and
has ended relationships with bro-
kers that produced only a neglig: -
ble amount

United National has relation-
ships with about 100 brokerages,
Mr. Cohen said.

The insurer did add 20 new man-
aging general agents in 1996 to
take the total number of MGAs it
deals with to 115. The new agen=s
include the 15 that brought the
new programs plus another five
that have general property/casual-
tv books, Mr. Cohen said.

The diverse programs can enjoy
eight-figure limits backed by fac-
ultative reinsurance. The largest
program United National writes is
an execess casualty program for
hospitals, nursing homes and other
health care facilities that has lim-
its of $35 million. But usually the
limits are more modest, Mr. Freud-
berg said.

Usually the automatic limits
without special reinsurance ar-
rangements are: $10 million for
umbrella and excess casualty; 81
million per occurrence for general
liability; $5 million for property:
and $5.5 million for excess proper-
ty.

The largest line of business for
United National is umbrella and
excess casualty, which accounted
for $127 million, or 65%, of itls
non-admitted premiums in 1996.

The next biggest line is primary
liability, which accounts for $48
million, or 25%; with property and
other miscellaneous lines accourt-
ing for the remaining $20 million.
or 10%, of non-admitted premi-
ums, Mr. Freudberg said.

Reinsurance supports much of
United National’s capacity. Tae
principal reinsurers the company
uses changed little in 1996.

Employers Reinsurance Corp.
remains the lead on the liability
reinsurance treaty program, and
Constitution Reinsurance Corp.
leads the property reinsurance
program.

To support its new programs in
1996, United National increased
its activity with several reinsurers,
including: Zurich Reinsurance
Centre Inc.; Underwriters Reinsur-
ance Co.; Swiss Reinsurance
America Corp.; St. Paul Fire &
Marine Insurance Co; and Everest
Reinsurance Co.

Other reinsurers United Naticn-
al uses include American Re-In-

Continued on page 36
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surance Co., General Reinsurance
Corp., and Odyssey Reinsurance
Corp.

United National carefully chooses
its reinsurers, said Kevin L. Tate, se-
nior vp.

“We have a choice of a lot cf rein-
surers, and we very much go for fi-
nancial strength, high ratings and
consistent underwriting,” M. Tate
said.

Like the primary market it backs,
the reinsurance market generally is
experiencing falling rates, said Mr.
Freudberg.

While property catastrophe rein-
surance prices remain relatively
high, they are softening. In most
other areas, the reinsurance market
is already soft, he said.

“On balance, it is favorable for us
because we can buy reinsurance
more economically and reinsurers

are more flexible,” he said.

But the soft reinsurance market
also enables United National’s com-
petitors to expand their capacity,
said Raymond L. Freudberg, chair-
man of United National.

“Insurers that previously would
not have had the capacity to com-
pete with us have it today. They are
taking business that we would have
gotten. But, in our view, they are
writing it for premiums that are too
low,” he said.

United National has not taken full
advantage of the lower reinsurance
rates, though, as it has increased its
retentions to help maintain its own
net premium growth, said Seth
Freudberg.

Those increased retentions have
had negative effects on United Na-
tional’s net income and coembined
ratio, said Mr. Tate. The combined
ratio edged up to 98.4% in 1996

from 94.4% in 1995, and net income
edged down to $19.8 million from
$19.9 million.

In part, the slight deterioration is
due to a reduction in volume of ced-
ing commissions from reinsurers
and an increase in the level of loss
reserves for the higher retentions,
Mr. Tate said.

“The year that the premium is
brought on to the books, we reserve
at a very high level,” he explained.

In addition to increased competi-
tion from other surplus lines insur-
ers, United National is experiencing
increased competition from the ad-
mitted insurance market, said Seth
Freudberg.

“There is a general shift out of
surplus lines into the admitted mar-
ket, and we are seeing increased
pressure to write programs on an
admitted basis,” he said.

United National has two sub-
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Locally
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sidiaries that are admitted in most
states: Diamond State Insurance Co.
and Hallmark Insurance Co.

The pressure to write on an admit-
ted basis has little to do with regula-
tory issues, Mr. Freudberg said.

“It is more because it's a hassle for
agents to go through the surplus
lines insurance placement process,”
he said.

Also, the premium taxes are paid
by the policyholder rather than the
insurance company in a surplus

lines payment, he said.

United National writes on a ncn-
admitted basis in all states except
Pennsylvania, where Diamond State
and Hallmark are approved non-zd-
mitted insurers.

In addition to Seth and Raymond
Freudberg and Messrs. Tate and Co-
hen, other top executives at United
National are Richard S. March, se-
nior vp, and Daniel J. Kelleher, trea-
surer.

—By Gavin Souter
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Acceptance
Insurance Co.

222 S. 15th, Suite 600,
Omaha, Neb. 68102; 402-344-8800;
fax: 402-341-0792

1996*
Gross premiums . . $281,399,887

1895*
$279,941,325

Non-admitted . .. . $195,728,421  $180,050,867
Commercial risks .. ... .. 100% 100%
Net premiums . ... §187,382,799  $140,617,215
Paid-in-capital . . . . . $5,619,520 $5,619,520
Capital & surplus . $115,727,610 $121,337,168
Employees . ............ 1,200 1,200
Combined ratio .....,. 1104% 113.7%
Rating agency.........110.6% 113.9%
Net income ....... ($3,168,252 ($5,477,589)
Best'srating . ............. A- A
SEPrating. .. .coovvies BBB BBBq

* All figures, except gross premiums, reported on a
pooling basis for Acceptance Insurgnce Co. and Ac-
ceptance Indemnity Insurance Co. Combined ratios
include Redlond b Co. and Accey Casu-
alty Insurance Co.

Acquisitions of a different sort
have propelled Acceptance Insur-
ance Co. up the rankings of the
largest U.S.-based surplus lines in-
surers.

Instead of acquiring other com-
panies to beef up premium volume,
the Omaha, Neb.-based insurer at-
tributes its growth to the “acquisi-
tion” of key executives from one of
its competitors.

“During the summer of '93, we
took the steps necessary to signifi-
cantly increase our commitment to
our general agency business and
the non-admitted business done by
those companies when we hired
key executives” from Scottsdale
Insurance Co., explained Ken
Coon, Acceptance’s chief executive
officer.

Specifically, Acceptance hired
Thomas Stamm, a former Scotts-
dale senior vp who brought with
him several other key executives
(BI, Aug. 16, 1993).

“That group of individuals was
instrumental in a large part of
what Scottsdale had done on a
non-admitted basis,” Mr. Coon
said.

During 1994, the key executives,
who established a new office for
Acceptance in Scottsdale, Ariz., re-
forged relationships with accounts
previously written by Scottsdale
and moved them over to Accep-
tance, Mr. Coon said, adding that
the company was “very careful”
about the deal, and no non-compe-
tition suits resulted. That business
since has matured and resulted in
continued premium growth over
the past several years.

Indeed, since Acceptance ac-
quired the key executives, non-ad-
mitted premiums have grown more
than 220% to $195.7 million in
1996 from just $60 million in 1993.

“It took us from- one of many to
one of the major surplus lines in-
surers,” Mr. Coon said of the ac-
quired business.

That figure for 1996 gross premi-
ums written on a direct, non-ad-
mitted basis represents an 8.7% in-
crease and places Acceptance in
the No. 9 spot among the largest
U.S.-based surplus lines insurers
surveyed by Business Insurance.

Non-admitted premiums include
those from Acceptance Indemnity
Insurance Co., a wholly owned
subsidiary of Acceptance Insur-

ance that primarily writes business
on an admitted basis but did pro-
duce $32.3 million in non-admitted
premiums in 1996.

While premium volume includes
only non-admitted business from
Acceptance Insurance and Accep-
tance Indemnity, net income and
other figures for the two compa-
nies are reported on a pooling ba-
sis.

In addition to Acceptance Insur-
ance and Acceptance Indemnity,
the pool includes: Redland Insur-
ance Co. and its subsidiary, Accep-
tance Casualty Insurance Co. Both
companies write specialty program
business through independent re-
tail agents.

Acceptance Insurance Co. also
owns Phoenix Indemnity Insur-
ance Co., a non-standard auto in-
surer that became part of the pool
in January.

American Growers Insurarce
Co., which writes crop progrars,
also is a subsidiary of Redland In-
surance but is not included in the
pooling.

Except for business produced by
Acceptance Insurance and Accep-
tance Indemnity, all other business
is written in the admitted market.

On a pooled basis, Acceptarce
reported a $3.2 million loss in
1996, an improvement over 1993’s
$5.5 million loss. The major source
of the loss is the company's com-
mercial and personal lines auto
business, “which had a very pcor
year in 1996, Mr. Coon said. The
bulk of that business falls in the
program and non-standard auto
units, he said.

Non-admitted operations report-
ed a profit in 1996, but restructur-
ing charges and a poor year in the
auto business “significantly influ-
enced the pooled results,” he said.

But, if the first half results zre
any indication, Acceptance is on
its way to reporting a profit in
1997.

Acceptance reported a pooled
$9.2 million profit for the first six
months of this year, up significant-
ly over the $778,678 profit it re-
ported during the same period in
1996. However, gross premiums
written on a direct, non-admitted
basis during the first half are down
12% to $91.4 million.

Acceptance’s surplus lines busi-
ness falls into two types of risks.

Its Scottsdale, Ariz., office spe-
cializes in small to midsized com-
mercial accounts that do not fit
standard insurers’ underwriting
requirements, Mr. Coon said. This
includes underwriting such rigks
as older apartment buildings, dey-
care centers, taverns and vacant
buildings. Average premiums
range between $4,000 and $5,000.
All of the business underwritten
from the Scottsdale, Ariz., office
comes through managing general
agents who have binding author:ty
to rate and quote the insurarce
policies for Acceptance.

On the other side of the spec-
trum, Acceptance Risk Manage-
ment, a New Jersey-based manzg-
ing general agency not owned
by Acceptance—despite the moni-
ker—has  binding  author:ty

Continued on next page
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to underwrite “very difficult and un-
usual casualty business,” Mr. Coon
said.

This includes such risks as product
liability and professional liability that
may not fit the size and premium re-
quirements of standard programs, he
said.

Average premiums for casualty
risks are about $125,000, and profes-
sional liability risks are about
$15,000, he said.

Acceptance did not introduce any
new programs in 1996.

“We look at easily over 100 new
programs or product offerings in a
year,” Mr. Coon said. “Most years we
find three to five that we take on. A lot
of these recently, however, have been
on an admitted basis.”

This is one reason that surplus lines
premiums are down for the year, he
said.

Mr. Coon described Acceptance as
“reactionary” in the sense that the in-
surer does not “look at the world and
say we need a new line of insurance.
We look for more mature books of
business.”

“We view business opportunities, if
they meet certain financial and pro-
fessional expertise requirements, as
our bailiwick,” he said. For this rea-
son, the surplus lines insurer does not
write directors and officers liability
coverage.

“We simply haven'’t had the circum-
stance come together to put in that

he said.
serall, Mr. Coon said the surplus
lines market is as competitive as the
rest of the property/casualty market-
place.

“There is more capacity than busi-

ness to write.” There also continues to
“the blurring of traditional lines of
is admitted and what is surplus
which puts added pressure on
insurers writing
plas lines market to grc
said.
To further its growth, Acceptance is
“trying to forge stronger relationships
with specific agents that do business
on a \Lu'plus lines basis,” he said.
“That is why we are seeking and have
found key executives from Scottsdale
have career relationships with
nts.”
ceptance also has developed
partnership arrangements with a
dozen agents where the agents share
in losses as well as company profits,
Mr. Coon said.

By offering enhanced profit-shar-
ing in return for a share in the risk,
agents will assume a higher standard
of care for the book of business, Mr.
Coon explained.

Acceptance is principally a writer
of the first layer of risk or the first lay-
er above a self-insured retention. The
bulk of its policies have limits up to $1
million, but $3 million limits are
available and, with facultative sup-
port, the insurer can write limi 5
high as $5 million to $10 million,
Coon said.

About 80% of Acceptance’s ceded
premiums go to Swiss Re America
Holding Corp., PMA Reinsurance
Corp., NAC Reinsurance Corp., Con-

Reinsurance Corp. and
v Reinsurance Corp.

Acuptance and its subsidiary, Ac-
ceptance Indemnity, are approved
non-admitted insurers in 45 states, the
District of Columbia, Puerto Rico and
the U.S. Virgin Islands. Approval is
pending in New Hampshire and
Rhode Island. Acceptance Insurance
is an admitted insurer in Nebrask:
and Michigan and does not write
business in Vermont.

In addition to Mr. Coon, other Ac-
ceptance executives include: J.P. Nel-
son, chief operating officer; Thomas
D. Stamm, senior vp; Bruce W.
Slaughter, senior vp; and Richard C.
Gibson, senior vp.

—By Sally Roberts
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Columbia
Casualty Co.

CNA Plaza, Chicago, Il. 60685;
312-822-1906; fax: 312-817-3317

1996 1995
Gross premiums . . $544,954,351  $502, 511 356
Non-admitted ...$181,294,645
Commercial risks cee . 100%
Net premiums 60,441,102
Paid-in capital . $5,200,000 $8,700,000
Capital & surplus . $280,811,095 $242 937,606
Eniployees: .o ... 00 0 Loy 0 0
Combined ratio 107.8%
Rating agency ........109.4% 107.8%
Net income . . . $34,272/113 $29,020,069
Best’s rating . AJA- AJA-
S&P rating* L Av/A- A+/A-

* Ratings are for CNA and Continental Insur-
ance Co., respectively.

$350,362,262

Columbia Casualty Co., the
non-admitted CNA Insurance
Cos. insurer, saw its direct, non-
admitted premiums soar 22.8%

Wi

INSURE

last year.

Columbia Casualty reported di-
rect, non-admitted premiums of
$181.3 million for 1996, compared
with 1995’s non-admitted premi-
ums of $147.6 million. That per-
formance earned the insurer the
10th spot in Business Insurance’s
ranking of the 10 largest U.S.-
based surplus lines insurers.

Columbia Casualty debuted at
the ninth spot in the BI rankings
last year, based on combined ret-
rospective financial results for
Columbia Casualty and Pacific
Insurance Co. Pacific was previ-
ously Continental Insurance Co.’s
non-admitted insurer and is a dif-
ferent company from Pacific In-
surance Co. Ltd., which is profiled
on page 30. CNA Financial Corp.
acquired Continental Corp. in
May 1995.

CNA E&S, the CNA division to

Almost everyone has heard of Chubb for its property and casualty coverage.

YOUR WORLD
WITH CHUBEB
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which Columbia Casualty be-
longs, plans to continue phasing
down Pacific’s writings, eventual-
ly using the insurer only to write
non-admitted business in Illinois,
where Columbia Casualty is ad-
mitted, according to Richard W.
Quehl, president of CNA E&S.

Of Columbia Casualty’s total di-
rect, non-admitted premiums,
Columbia Casualty wrote $162.5
million—89.6%—and Pacific
wrote $18.8 million—10.4%. In
1995, Columbia Casualty wrote
54.1% of total non-admitted pre-
miums while Pacific wrote 45.9%.

Columbia Casualty owes the
majority of its 1996 non-admitted
premium growth to increased
writings in existing lines of busi-
ness, Mr. Quehl said. Columbia
Casualty also launched some new
programs, the largest of which is
municipal liability business, in-

But when you’re considering how to insure an around-the-world bicycle race, or a $mewboard
manufacturer for product liability, or a trade association’s request for cancellation of event:

coverage for their annual convention, few people have heard what Chubb can do.

cluding police professional liabil-
ity and public officials profession-
al liability.

Columbia Casualty’s 1996 gross
premium volume was $545 mil-
lion, up 8.4% from combined vol-
ume of $502.6 million for the two
companies in 1995. The rise in
gross premium volume reflects
Columbia Casualty’s increase in
non-admitted premiums and its
portion of the business that other
CNA companies write, according
to Mr. Quehl.

Net written premium volume
last year for the combined opera-
tions of Columbia and Pacific to-
taled $360.4 million, up 2.9%
from the previous year.

Columbia Casualty’s combined
ratio rose to 109.7% from 107.8%
last year.

There is “probably no single

Continued on next page

Since 1972, Chubb Custom Insurance Company (CCIC) has been quietly providing coverage in the
surplus lines market for a variety of non-traditional risks. With its financial strength and specialized
knowledge of commercial underwriting, CCIC has a feel for the often unique and complex perils
best covered by surplus lines insurance. Combine this expertise with superb loss control, the
mhlghwt\g‘itmm from A. M. Best and Standard & Poor’s, membership in NAPSLO and Chubb’s
111temaf:|0nal network of more than 100 offices, and you'll understand why CCIC knows how to
cover the ‘ Udds when it comes to the unusual. To hear more about our surplus lines capabilities,

contact CCIC at 908-903-7075. You can also visit Chubb’s web site at http://fwww.chubb.com.
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Bax 1615, Warren, NJ 07061-1615
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Spotlight report

Continued from previous page
good answer” to why that happened,
Mr. Quehl acknowledged, but the
downward pressure on rates in a com-
petitive market was a key factor.

Net income rose 18.3% to $34.3 mil-
lion last year from $29 million the
previous year. “Thank God for the in-
vestment department,” he quipped.

Columbia Casualty has a policy-
holder surplus of $280.8 million, up
15.6% from $242.9 million the previ-
ous year.

Columbia Casualty has an A rating
from A M. Best Co. and an A+ rating
from Standard & Poor's Corp. Pacific
has an A- rating from Best and S&P.

Mr. Quehl said he expects CNA
E&S'’s gross premiums to increase
about 6% this year, and Columbia
Casualty’s growth will be parallel.

Columbia Casualty writes liability
coverage on a non-admitted basis
only. The largest limit Columbia Ca-

sualty writes is $25 million.

Medical malpractice coverage ac-
counts for the largest portion—about
35%—of premiums written on a di-
rect, non-admitted basis, up from
25% of the insurer’s direct non-ad-
mitted premiums in 1995. In addition
to the coverage written for providers
ranging from nurses to hospitals,
Columbia’s medical malpractice busi-
ness has increased by writing more
coverage for biotechnology companies
that manufacture and test new medi-
cal products, Mr. Quehl said.

Medical malpractice liability cover-
age is written on a net basis with lim-
its of up to $5 million, Mr. Quehl said.

Liquor liability coverage, primarily
for mom-and-pop restaurants, tav-
erns and private social clubs, accounts
for about 25% of non-admitted pre-
miums. Columbia Casualty writes
liquor liability coverage in 27 states.

The insurer writes liquor liability

with a $1 million limit, all net, up
from a $500,000 limit in 1995.
Another 25% of non-admitted pre-
miums are generated by a combina-
tion of smaller lines of liability busi-
ness: railroad liability coverage, prod-
uct liability coverage for industries
such as sporting equipment and heavy
machinery, and premises liability cov-

erage.

Railroad liability coverage is writ-
ten with a limit of up to $15 million.
Columbia Casualty’s maximum re-
tention is $5 million.

Columbia writes primary product
liability coverage with a limit of $1
million on a net basis. The insurer
writes excess product liability cover-
age with a maximum $25 million lim-
it on a quota-share basis, retaining a
maximum of $10 million.

Columbia Casualty writes premises
liability with similar limits. Primary
premises liability coverage with a lim-

it of $1 million is written on a net ba-
sis; excess coverage is written with a
limit of up to $25 million on a quota-
share basis, with the company retain-
ing up to $10 million.

Miscellaneous errors and omissions
coverage and municipal liability cov-
erage generate the remaining 15% of
non-admitted premiums.

Miscellaneous E&O liability cover-
age is written on a net basis with lim-
its of up to $5 million, Mr. Quehl said.

Police professional liability is writ-
ten with a $1 million limit on a quota-
share basis, with the company retain-
ing $300,000.

Columbia Casualty plans to launch
a new program this year to cover
weather-related extra expenses mu-
nicipalities incur, Mr. Quehl said.

For example, if a heavy snowfall
causes a municipality to spend more
money for snow removal than it has
budgeted, Columbia Casualty’s insur-

en strength and longevity come together
s unwavering stability.
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KANSAS CITY
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ance would cover that expense. The
program would not cover catastroph-
ic events such as hurricanes and
earthquakes or extra expenses related
to those events, however, Mr. Quehl
said. The coverage will be written on
a net basis with limits of up to $5 mil-
lion.

The insurer also is “working hard to
find a way to get into the gaming in-
dustry,” Mr. Quehl commented.
Columbia Casualty is considering
writing liability coverage for river-
boats and Indian reservations that of-
fer gambling and California card par-
lors, where patrons bet on games like
poker, he said.

Two programs Columbia Casualty
introduced last year have not panned
out as planned, although the insurer
still is writing both coverages, Mr.
Quehl said.

An automobile hablhty program for
automobile messengers in California
with a $1 million limit “hasn’t been
anywhere near as successful” as the
company had anticipated, Mr. Quehl
said. Although Columbia Casualty
still is writing the coverage, the insur-
er will not expand the program to oth-
er states because of keen competition
for the risk, Mr. Quehl explained.

Columbia Casualty also is not ex-
panding a construction defects pro-
gram it launched last year for con-
tractors. The coverage, which has lim-
its of $1 million per occurrence and $2
million aggregate, is written on a
claims-made basis. However, most
other construction defects policies in
the market are written on an occur-
rence or modified-occurrence basis,
making them more desirable than
Columbia’s coverage, Mr. Quehl not-
ed.

Columbia does not intend to change
its policy form, though, Mr. Quehl
said. “We think the market’s wrong,
and we're willing not to write the
business” rather than writing the cov-
erage on an occurrence basis, he said.

Columbia Casualty discontinued
one program last year, accidental and
malicious product tampering liability
coverage, because demand was insuf-
ficient to support the program, Mr.
Quehl said.

Columbia Casualty can write busi-
ness on a non-admitted basis in all
states except Illinois. In Illinois, Pacif-
ic writes business on a non-admitted
basis.

CNA E&S's major lines of admitted
business include: excess workers com-
pensation and ancillary products such
as coverage for medical carve-outs,
which are medical expenses that Zall
within a policyholder’s self-insured
retention, and buffer layers, which lie
between the limit of the primary poli-
cy and the beginning of the excess
coverage; elevator maintenance con-
tractors liability; California non-stan-
dard private passenger automobile li-
ability; ski resort liability; product li-
ability for non-volatile risks; and pri-
mary and excess casualty.

A new line of admitted business
CNA E&S is writing is state-specific
auto liability, such as liability for
dump trucks in Kentucky, Mr. Quehl
noted.

Major producers of business for
Columbia Casualty include the alpha-
bet brokers, other wholesalers and in-
dependent managing general under-
writers, Mr. Quehl said.

Columbia Casualty’s major reinsur-
ers include American Re-Insurance
Co., NAC Reinsurance Corp., Munich
Reinsurance Co., Kemper Reinsur-
ance Co. and General Re Corp., Mr.
Quehl said.

Columbia Casualty has no employ-
ees of its own. Its staff of 122 is em-
ployed by CNA Insurance Cos., the
surplus lines insurer’s parent.

William P. Casey, senior vp, is a
principal officer of the company, in
addition to Mr. Quehl.

—By Deborah
Shalowitz Cowans
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Industry execs further their education

Programs strive to meet needs of those already in insurance

By REGIS COCCIA

ormal educational pro-
grams in insurance
and risk management

surance executives are getting
opportunities to study their in-

Recognizing the need for com-
pany personnel to increase their

Charte-ed Property & Casualty
Underwriters this year launched
a program designed for execu-
tives ar.d middle managers.
Insurance Executive Develop-

tended to train managers for
leadership roles, said George
White, senior wvp at the
IIA/AICPCU in Malvern, Pa.

The experience students ac-
quire from the program can help
them obtain executive positions

long have been avail-
able to undergraduate
students, and now in-

knowledge of insurance issues,
the Insurance Institute of Ameri-
ca and American Institute for | v

within their own companies or
at others, he noted.
“It’s like any developmental or

ment, a two- k program at
The Wharton Schocl at the Uni-
ity of Penns nia, is in-

educational program. People
who take the time to deve
thenselves are alwa

be more marketable,

“Anything that somebod
does today to make themselves
more marketable is going to pay

Insurers are telling emplovees
that ‘vou have to manage your

- iPETESENiE
‘People who take the time
to develop themselves
are always going to be
more marketable,’
George White says.

L I

career as best you can while
maxking a contribution” to the
company, according to Mr.
White.

Insurance Exec Develop-
ment is designed to prepare
managers to take on greater re-
sponsibility.

The course, which was offered
for the first time in April,
stemmed from an advanced ex-
ecutive program the ITA/AICPCU
and Wharton have run for the

e ¥ 5

PLAIN PAPER FACSIMILE

cutive Education
program in which
cutives from insurers,
s and brokers around
the world gather to examine
global insurance issues, Mr.

is a four-
leadi-

you to the LASER CLASS® 9000 Series with Super G3 Technology. Now
you can transmit LASER CLASS faxes at the laser-like speed of approximately

SUPER

ERl]]

3 seconds per page:* That's twice as fast as ordinary G3 machines — fast enough EEF
&ED]:I White said.

to knock those lofty phone line charges right on their bottom line. Fifsrrep e

With Super G3, features like a faster handshake protocol and new JBIG Technology make faxing more

Amrong the issues the program
studies are strategic alliances,
mergers and acquisitions, and
cultural issues in various busi-
ness markets.

“It s really dealing with com-
petit:ve issues, how to compete
in the world,” according to Mr.
White.

“Its an excellent program.
We're getting the top pec

cost effective, and your whole office more productive. Plus, special networking options will enable the
LASER CLASS 9000 Series to serve your workgroup's printing, PC faxing and scanning needs.
Imagine reducing costs and improving your output quality at the same time. The LASER CLASS 9000
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unmatched depth and clarity. All from a company that gives you unmatched support and service.
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at http://www.usa.canon.com. he said.

At the conclusion of the pro-

gram, which meets for two

“Based on a study of V.34 phone bill savings, \prepared by Davidson Consulting, April 1897. ** Approximately 3 seconds per page fax transmission weeks in thE‘_ Spring and two

time is based on CCITT/ITU-T No. 1 Chart (MMR, Standard Mode) at 33.6 Khps modem speed when transmitting to anather ITU-T V.34 facsimile | we in the fall, the institutes
machine. The Public Switched Telephone Netwark (PSTN) currently supports 28,8 Khps speeds or lower, depending on telephone ling conditions. 4% ) P

© 1997 Canon U.S.A,, Inc. | as ticipants to evaluate it,

Mr. White said. “Out of that dis-

g ion, the cutives said, ‘We

have a need for a program tai-

See Educate on page 38D
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Continued from page 38B
lored to developing insurance
managers.’ "’

Executives suggested a curricu-
lum, and the institutes took the
concept last year to the
ITA/AICPCU board of trustees,
which was very supportive, Mr.
White said.

Insurance Executive Develop-
ment stresses leadership and
conducts exercises to help stu-
dents understand all facets of a
company’s operations.

“They get a dose of everything
people do in the insurance com-
pany—claims, underwriting, ev-
erything,” Mr. White said.

Like the Advanced Executive
Education program, Insurance
Executive Development com-
bines Wharton faculty and in-
surance industry experts that the
ITA/AICPCU recruits to address
classes, he said.

“We tailor it on the insurance
side, supplementing their facul-
ty with insurance experts,” he
said.

The Insurance Executive De-
velopment program’s 40 to 45
students are chosen on the basis
of nominations from other exec-

“It looked to us that this was a
niche we could respond to,” he
said.

The school is conducting mar-
ket research on the possibility of
offering the degree program and
is getting curriculum ideas from
an advisory board comprising in-
dustry executives, Mr. Nappi
said.

If interest and funding for the
MBA program are sufficient, the
Katie School hopes to have it in
place next year. Tentatively,
classes would be offered in the
Chicago area on an alternating-
weekend basis to accommodate
executives’ schedules, Mr. Nappi

said. En

By REGIS COCCIA

nsurance industry workers
have a new option for at-
tending education and
training courses while at

work: television.
The Insurance Broadcast
‘System, which began airing
news and informational pro-
grams in June, launched educa-

tional programming last week.

IBS, which comprises the Prop-
erty/Casualty Television Net-

work and the Life/Health Televi-
sion Network, is available to in-
surance industry subscribers via
satellite at the companies’ offices
(IT, June 16).

Initial educational program-
ming includes test review classes
for the first examination in the
Chartered Property & Casualty
Underwriter designation course
as well as test preparation cours-
es for life insurance industry em-
ployees selling financial prod-
ucts. The National Assn. of Secu-

Channeling in on education

Insurance Broadcast System airing educational programming

rities Dealers requires exams of
those selling securities such as
mutual funds and annuities,
which life insurers common.y
sell.

However, these programs are
just the beginning. Other educa-
tion and training programs ace
in the works, said Mark I. Ep-
stein, president and chief operat-
ing officer of the Insurance
Broadcast System in Los Angeles.

“There is a great deal of inter-

Continued on next page

‘We tailor (the program) on

the insurance side,
supplementing their faculty
with insurance expers,’
says George White.
=T

utives, Mr. White said.

For more information or to
submit a nomination, contact
George White or Joanna
Spaziani at the IIA/AICPCU, 610-
644-2100.

Another program designed to
help insurance industry execu-
tives acquire deeper knowledge
of the industry is being devel-
oped at the Katie Insurance
School at the University of Illi-
nois in Normal.

A master of business adminis-
tration degree program for expe-

rienced insurance and financial |

services executives—many hold-
ing professional designations
such as Chartered Property &
Casualty Underwriter—is being

considered, said Andrew Nappi, |

director of the Katie Insurance
School.

““As far as we know, there is no

such program” for insurance ex- |

ecutives, he said. MBA programs
typically offer courses in general
management, marketing and fi-
nance—‘a wide variety of areas
and fields,” Mr. Nappi pointed
out.

A strategic planning session at
the Katie Insurance School this

year led the school to consider

an insurance MBA program, Mr.
Nappi said.

“The idea of a program de-
signed for managers and profes-

sionals that gave them addition- |

al education’” was appealing, he
said.

A company that manages every medical aspect of catastrophic

injury from any point in the life of the claim, anywhere in

the country. That actually manages cost by ensuring high-

quality treatment and uncompromising medical management,

Now there is a cc
your responsibi
of catastrophic
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est in educational program-
ming'’ among companies in the
industry. “Employers would like
people to take courses that relate

to their jobs, such as
property/casualty or workers
compensation,” Mr. Epstein

said.

““We stand on three legs as a
company with regard to our pro-
gramming: news, information
and education,” he said. "Educa-
tion, for us, is defined as courses,
review classes for various aca-
demic and licensing organiza-
tions, and training. Those are the
three areas we focus on.”

Companies are cost-conscious

and realize education can be ex-
pensive, niot only in terms of re-
imbursing employees but also in
having employees away from
their jobs while taking courses,

convenient basis,” he said.

“We deliver it by satellite and
we deliver it right to their office.
People are not getting it at home,
s0 it's incumbent on us to make it

‘We deliver it by satellite and we deliver it
right to their office. People are not getting
it at home, so it’s incumbent on us to make
it flexible,’ says Mark Epstein.

Mr. Epstein explained. IBS aims
to provide educational program-
ming on “a cost-effective and

flexible,” Mr. Epstein said. Pro-
grams are repeated, and if work-
ers can't attend a session, they

may tape it to watch later, he
added.

“There seems to be a great deal
of interest and excitement with
regard to receiving programs on
education and training at the of-
fice,” he said.

IBS provides study materials
and practice tests but does not
register students for the exams.
This month’s CPCU exam review,
for example, consists of three
two-hour classes and is intended
to prepare students for the CPCU
exam scheduled for Sept. 20. Sim-
ilarly, the NASD course offers
three one-hour class sessions
broadcast on different days.

Continuing education courses,

working to bring injured workers to higher levels of recov-

ery. That actually defines outcomes and guarantees medical

cost. A company, and a way, that puts the lives of everyone

touched by catastrophic injury back together.

mpany that shares

ity in every phase

injury recovery.

DEFINED OQUTEOMES

GUARANTEED MEDICAL COSTS

WORKERS’

COMPENSATION CASES

for catastrophic injury.
for life.

I1.800.676.6777

COPYRIGHT & 1007 PARADIGM HEALTH CORPORATION

Employee
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which states require of everyone
licensed to sell insurance, are an-
other area IBS plans to address.

For example, a course on insur-
ance fraud is expected to be of-
fered later this year or by early
1998. Next month, IBS plans to
televise an exam review course as
part of the Chartered Life Under-
writer designation in conjunction
with The American College of
Bryn Mawr. Pa. IBS also is looking
at adding review courses for the
Associate in Risk Management
designation, Mr. Epstein said.

“Throughout this first year of
programming, we're going to trv
a lot of things,” he said.

“We'd like to have educational
programming four days a week
after work for the property/casu-
alty side, from 4:30 to 6 o'clock.
We want to give more end-of-the-
day programming to P/C employ-
ees and more beginning-of-the-
day programming to life employ-
ees,” who often spend much of
their time in the field, he noted.

IBS broadcasts to about 35 sites
across the country, and the list of
subscribers is growing by the
month, Mr. Epstein said. Educa-
tional programs are available on a
pay-per-view and per-student ba-
sis.

For more information on IBS,
contact Andrew M. Witt, vp-mar-
keting at 310-820-3303, ext. 204;
or visit the IBS site on the World
Wide Web at www.ibstv.com. [l

Reinsurance
Web site

A World Wide Web site was
launched recently that provides
informatior: on the reinsurance
industry.

In a statement, NewsRE.com
founder and Executive Editcr
Nathalie Dufresne, formerly with
Paris-based AXA Reinsurance Cc.,
said, “The idea behind the creation
of NewsRE was to develop an
information and research tool thar,
in focusing on the specific needs of
the reinsurance industry, would save
time gathering critical business
information.”

The sponsor-supported site is at
www.newsre.com, For information
about sponsorship opportunities,
send electronic mail o
sponsor@newsre.com or contact
Venice, Calif.-based elogic at 310-
581-6100. | BI
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nsurers and potential em-
ployees can exchange in-
formation via a new cn-
line Career Center from
San Mateo, Calif.-based
InsWeb Corp.
Job-seekers can visit the site to
find currert insurance-related
jobs according to qualifications,
pay and location. The Career
Center alsc allows insurers to
screen qualified prospective em-
ployees.
Potential employers may use

Career site launched

up to five questions for visitors
to respond to and receive infor-
mation right away, InsWeb said
in a release. If the insurer asking
the question is not vet online,
answers can be taken via fax,
phone or mail, InsWeb said.
Prospective employees also can
e-mail or fax resumes to insurers.
Fhe site is at http://www.in-
surancecareers.com. For more
information, call 415-382-1306
or send electronic mail to
klochen@insweb.com.

NAMIC forming bank to aid marketing

he National Assn. of
Mutual Insurance
Cos. plans to launch a
bank next year that
will allow member in-
surers and their agents
to offer more financial products.
Selected loan products and other
services will be offered through par-
ticipating insurers and their agents.
New products are “one of the most
potent marketing forces in the busi-
ness world,” NAMIC President Larry
Forrester said in a statement.
Business will be conducted nation-
wide from the bank’s headquarters

in the Indianapolis area. Personal,
agricultural and small commercial
loans will be offered initially.
Certificates of deposit from the
bank’s insurer customers will be the
main source of money for the loan
portfolio, NAMIC said.
Indianapolis-based NAMIC will
form the bank, which will be a fed-
erally chartered thrift owned by
NAMIC Bancorp, incorporated to be
the bank’s holding company. In
turn, NAMIC, along with member
insurers that buy stock in a subscrip-
tion offering to begin next month,
will own the holding company, the

association said in a statement.

NAMIC said the bank project
timetable calls for applying to the
Office of Thrift Supervision and so-
liciting capital from NAMIC mem-
ber companies before the end of the
year. “We anticipate the bank will
begin with at least $15 million in
capital,” Mr. Forrester said in the
statement.

The NAMIC board approved the
bank's formation earlier this year. A
permanent chief executive officer
and other senior officers will be se-
lected after the stock offering is com-
plete, NAMIC said. | Bl |
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IT Briefs

Cat awareness

ALEXANDRIA, Va.—A joint effort
between agent and insurer groups to
publicize the importance of natu-al
disaster planning is under way.

The Independent Insurance
Agents of America is working with
the Insurance Institute for Property
Loss Reduction to encourage plan-
ning and reduce the injuries and
property losses that accompany nat-
ural disasters.

“Getting out the message in an ag-
gressive manner on the local level
about the need for effective disaser
planning will help both industry
groups and consumers protect
themselves against unneeded loss-
es,” Harvey G. Ryland, president and
chief executive officer of the Bostcn-
based IIPLR, said in a statement.

The agreement calls for the
Alexandria, Va.-based ITAA and the
[IPLR to distribute consumer educa-
tion information, such as fact sheets
and brochures, to independent
agents for local use and perhaps fur-
ther distribution to clients, the state-
ment said.

The IIAA said it will help indepen-
dent agents understand disaster
preparation and mitigation for their
agencies as well as their personal and
commercial lines clients.

Disaster preparedness checklists
and information packages will be
available for distribution to small
and midsized commercial clierts,
the ITAA said. Other local and na-
tional public relations programs vill
provide agents with 1IPLR-supplied
materials.

Materials should be available later
this year, a spokeswoman said.

Both the [IAA and the [IPLR “plan
to work on research to increase pub-
lic understanding of the importance

of natural disaster planning,” the

IIAA statement said.

New QIC board
NASHVILLE, Tenn—Five new

members have been elected to the
board of the Nashville, Tenn.-based
Quality Insurance Congress.

The new members are: Bruce Bas-
so, president and chief executive of-
ficer, Alburger Basso de Grosz Insur-
ance Services Inc. in Belmont, Ca'if,;
William Kronenberg, president and
CEO, Environmental Compliance
Services Inc. in Exton, Pa.; Ken-
LeStrange, Am-Re Managers Inc. in

See IT Briefs on page 38]



GLOBAL FOCUS

A demographic section distributed exclusively to
Bl's non-U.S. subscribers.

Articles in Global Focus address the specific risk
management and employee benefits concerns
of executives in countries other than the United
States. Global Focus provides in-depth reporting
on issues unique to these readers' countries.

If your business is targeted to meet the needs of
executives around the world, these 19397
advertising opportunities in Global Focus will
bring you to their doorsteps.

Issue Date: February17  Wiséributior.: Bermuda Insurance Symposium

Issue Date: March 24 Wistribution: Association of Insurance and
Risk Managers in Industry & Commerce

Issue Date: July 14 Distribution: International Insurance Society
Issue Date: September 1  Wist~ibutiorn: Monze Carlo Rendez-Vous

Issue Date: October 6 Distrébution. Federation of European
Ad Closing: Sep. 24 Risk Management Associations

Issue Date: November 3  @istribution. Association of Ris<and
Ad Closing: Oct. 22 Insurance Managers of Australasia

Business
Insurance

Contact: http:/ /www.businessinsurance.com
(Y Eluvia IS N lelcipAtElelalfl e aiVielSiaTeigiclalepaNe W elguictiglel Director, 220 E. 42 St., New York, NY 10017 « Phone: 212-210-0228 e Fax: 212-210-0704




38J / Business Insurance, September 15, 1997

Insurer Topics

IT Briefs

Continued from page 38H
Princeton, N.J.; Ken Pinkston, chair-
man and CEO, Willis Corroon Corp.
in Nashville, Tenn.; and Thomas Va-
lerio, senior vp, CIGNA Corp. in
Philadelphia.

Re-elected to the QIC board were:
Joe Feitelberg, president, The Feitel-
berg Co., Fall River, Mass.; Freida
Jackson, president/risk manager,
Park South Associates Inc. in Char-
lotte, N.C.; and Robert Wheeler,
managing director and chief infor-
mation officer, Crum & Forster
Corp. in Morristown, N J.

Also, David Mair, risk manager of

the U.S. Olympic Committee in Col-
orado Springs, Colo., has been ap-
pointed as a liaison between the QIC
and the New York-based Risk & In-
surance Management Society Inc.,
the QIC said in a statement an-
nouncing the elections.

Educator honored

MALVERN, Pa.—An executive of
Cincinnati-based Great American
Insurance Co. has become the first
course leader to win a Scroll of Ap-
preciation and a crystal bowl for 30
years of educational leadership from
the American Institute for CPCU
and the Insurance Institute of Amer-
ica.

The honoree, John J. Twomey, is a

senior vp with Great American. He
began his career in 1951 as a map
clerk with Great American in New
York, the institutes said in a state-
ment announcing the honor. Mr.
Twomey also has worked for the
Agricultural Insurance Group.

To receive a scroll, the recipient
must have taught or organized and
administered courses developed by
the institutes, such as the CPCU des-
ignation courses. Scrolls are awarded
for those who complete 10, 15, 20
and 25 years of service, and those
with 25 years also are awarded a
crystal bowl. Mr. Twomey is the
first to receive the 30-year award,
which was presented to him ear-
lier this year. | Bl |
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any successful risk managers have found an effective way to gain
technical expertise: earning the Associate in Risk Management (ARM)
designation. The ARM program, developed by the Insurance Institute of
America and endorsed by the Risk and Insurance Management Society
(RIMS), established the concept of risk management as it is practiced
today. The flexible, cost-effective ARM program is recognized internation-
ally as the industry’s foremost risk management credential. Whether you
work for local government or a multinational corporation, ARM sharpens
the special skills you need to handle today's complex risk management
challenges. Call the Insurance Institute of America at (800) 644-2101

today to learn more about this prestigious educational program.

INTERNATIONALLY E\NOW } UNIVERSALLY F{EHF‘ECTED

ASSOCIATE IN R1sSk MANAGEMENT

AMERICAN INSTITUTE FOR CPCU e INSURANCE INSTITUTE OF AMERICA

720 Providence Road ® PO. Box 3016 ® Malvern, PA 19355-0716
Phone: (800) 644-2101 ® Fax: (610) 640-9576 ® E-mail: cserv@cpcuiia.org

Web site: http://www.aicpcu.org

Traditional value chain
tested by integration

By Tom Beaty

OWERFUL FORCES

are at work in the

commercial insurance

industry and are

threatening the

traditional players in
the value chain.

A value chain is typically
defined as the series of industry
participants that take a product
or service from an idea or raw
materials to a finished, delivered
product or service, with each
type of participant adding value
along the way. The value chain
for the largest segment of the
commercial insurance industry
includes insurance companies,
agents and brokers, the end user
or policyholder and, in some
cases, third-party service
providers.

Underlying the types of
companies in the chain—insurer,
broker or agent and end user—
are the value-creating activities
that typically are involved in the
process. These include, in no
particular order: risk financing,
claims payment, underwriting,
product development, client
relationship management, risk
management and placement of
coverage or insurance market
selection.

Tension in the value chain
centers on ownership of various
value-adding activities. Two key
trends can be identified: forward
integration by insurers into
broker and agent activities, or
potential disintermediation; and
backward integration by brokers
and agents into traditional
insurer activities.

Forward integration

Trade magazines are filled with

. news of the recent megamergers
. and acquisitions among the

multinational brokers. However,

| it is less well known that at least

one large commercial insurer
made unsuccessful acquisition
overtures toward one of the
purchased brokers.

Had that insurer succeeded in
buying a worldwide distributor,
the insurer likely would have
become a direct writer, either by
choice or due to the reaction of
its brokers and agents. This is an
extreme example of forward
integration, but there are many
other examples of companies
attempting to move down the
chain, closer to the customer.

It is important to consider why
insurers are tempted or
compelled to alter their role in
the process. These are just a few
of the forces at work:

¢ Economics. The current soft
market appears to be a norm
rather than a cycle. Downward
price pressure and fierce
competition have resulted in a
difficult market for insurers,

agents and brokers.

Consequent margin pressure
has spotlighted costs, revealing
an inefficient value chain with
redundancies and excess, forcing
insurers to re-examine all aspects
of their business, including their
distribution system.

Significant premium
potentially has been lost
permanently to alternative
insurance sources, such as
captives and self-funded
programs. In many cases,
insurers have been relegated to
lesser premiums associated with
supplying reinsurance for these
new funding vehicles.

¢ New threats and
opportunities. Broker
consolidation makes many
insurers vulnerable. Due to that
consolidation, many insurers
have an uncomfortably large
percentage of their total business
with just a few companies.

Any business that has 25% or
even up to 40% of its revenues
concentrated with one or two
clients is walking a tightrope and
is handicapped in negotiations.
In the event of a lost
relationship, a business with a
direct sales force can control its
own destiny and intensify effo-ts
to obtain replacement accounts.

Insurers, however, can only
provide incentives to their
remaining agents and brokers
and wait for the business to be
brought to them. This inherent
weakness associated with their
situation is fueling significant re-
examination of traditional
distribution models.

International expansion has
given insurers new opportunities
to experience different
distribution systems and
relationships. For example, in
some markets, regulations may
require foreign insurers to work
with local producers.

New technology lets
participants reduce redundant
administrative expenses and has
raised the possibility of direct
sales of simple products.

The value chain is arguably
inefficient and is replete with
duplicative effort and poor
communication. Widespread
electronic data exchange is
hampered by a wide spectrum of
different information technology
systems and by fear of
commoditization.

« History. A history of
somewhat antagonistic
relationships within the chain
leaves some participants alert to
opportunities to gain power.

Some insurers may have no
intention of replacing their
distribution system but face
resistance and suspicion when
trying to negotiate ownership of
forward activities for the sake of
mutual cost savings.

Thus, the insurers’ interest in

Continued on next page
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forward integration is likely as
much a defensive reaction,
grounded in self-preservation, as
it is an offensive strategy.
Regardless of intent, would-be
direct writers face considerable
challenges.

Backward integration

Agents and brokers are subject
to many of the same forces
impacting insurers, such as
increasing competition and the
soft market. However, it is
difficult to separate cause and
effect as the multinational
brokers are also the drivers of
much of the change.

For some brokers,
consolidation and backward
integration are a reaction to
market forces and competitors’
behavior, while for others it
appears to be a deliberate
strategy.

New product development, for
example, while not a new
activity, appears to be an
increasing practice. In some
cases, companies partner with
their insurers to underwrite
original products, while in
others they use alternative
vehicles such as subsidiaries or
owned captives.

This behavior is a result of
three key forces. One is an
attempt to gain greater
negotiating leverage over the
insurers. For example, if a broker
seeks bids for a client on a
relatively complex policy that it
has manuscripted from
scratch—such as a product
blending different coverages
with a single aggregate limit—
the broker is in a much different
position from simply seeking
quotes on several standard
policies covering the same risks.

This leads to the second driver
of product development. The
large brokers and many agents
are wisely looking for ways to
add value and to differentiate
themselves in a highly
competitive marketplace.
Thirdly, brokers are seeking new
revenue streams.

Other examples of backward
integration, such as claims
management, legal assistance,
risk management, loss control
engineering and so forth, can be
explained by these factors. In
addition, brokers may feel that
they can perform these activities
with greater efficiency and
perhaps with greater
competency than insurers.

In some states, insurers left the
door open to backward
integration when they abdicated
the workers compensation
market several years ago,
allowing third-party service
providers and self-insurance
funds to prove their worth.

The ownership of more
activities in the value chain and
the adding of value through
innovative products and services
gives any broker several
important dividends. In
addition to greater power and

relevance in the value chain,
intermediaries can command
higher fees and commissions.
They also obtain greater
relevance to the customer and
therefore stronger “ownership.”
Finally, new revenue sources
allow fixed expenses,
particularly technology costs, to
be spread over a larger base.
Backward integration gives
brokers greater strength over
insurers and, when combined

with the financial leverage of
mass consolidation, signals a
major power shift.

Strategic choices

The future success and
viability of participants in the
insurance industry largely will
depend on the actions
individual companies take
today. Carrying on with
business as usual is a particularly

dangerous choice.

The dynamics of the insurance
industry closely parallel several
other industries. One suggestion
for all participants is to step
away from insurance specifics
and examine other industries
strictly from a value chain
perspective. Many other
industries have faced similar
issues concerning manufacturers
and intermediaries and are
further along their respective

“cycles.”

For example, the grocery
business has seen a major power
shift from manufacturers to
retailers due to the rise of strong
retailers or intermediaries, such
as Wal-Mart. Wal-Mart is able to
dictate terms and conditions
with virtually every supplier,
including pewerhouses such as
Procter & Gamble Co., which
depend on Wal-Mart for a large

See Value on next page
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reinsure property catastrophe,

marine and aviation risks with PXRE?

employ our capacity.

T)day, a reinsurance buyer can just about name
its price, thanks to a glut of reinsurance capacity.

But what happens when the next Big One hits? The
glut will miraculously become a shortage. Because,
as everyone knows, there isn’t enough reinsurance
capital out there to handle world-class catastrophes.
Not without sending shock waves of price volatility
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portion of their domestic rev-
enue. Wal-Mart has private-label
brands that serve as a revenue
source, a tool for building brand
equity and a source of power over
the manufacturers, much like bro-
ker-developed insurance products.

Despite differences, there are
lessons to be learned from other
industries. Here are a few issues
from the grocery industry that
could hint at strategies for
insurance industry participants:

= Although they use their
leverage enthusiastically, Wal-
Mart likely would never jettison
manufacturers such as Coca-Cola
and P&G from their shelves due
to the tremendous brand loyalty
of their consumers. Insurers
should ask themselves if their
brand name and unique product
features are strong enough to
secure their place on a broker's
short list or if they can be
substituted easily.

s Coke and P&G both have
studied the possibility of going

direct using owned stores or the
Internet. Wal-Mart recently
launched an Internet site that
allows consumers to buy products
online, www,wal-mart.com. Some
analysts and academics speculate
that this was done as a flanking
maneuver or as a signal to
manufacturers rather than to
create a new distribution channel.
Wal-Mart may have been trying
to head off direct competition
from manufacturers by
establishing itself on the Internet
first, thereby signaling its
suppliers that have no excuse to
sell direct via the Internet when
their biggest distributor is already
there. Wal-Mart offers a
potentially valuable lesson on the
art of strategic pre-emption to
thwart unfavorable behavior by
an industry participant.

Another suggestion is to
consider a model that highlights
some of the basic sources of
power and strength in the chain
(see chart). Companies can use
this framework to analyze their
opportunities for improvement or
their suppliers’ or distributors’
source of power over them.

Insurers face two basic strategic
options. If insurers choose to
maintain the current value-chain

relationships and unique
value provided: Take a lesson
from Coca-Cola and try to

Determinants of pOWer
in the value chain

Intermediaries’
ability to discipline

Availability
of substitutes

Insurers

Financial
leverage

Brokers|:
Agents

Consumer pull

Strength
of relationship
|| Unique value|

provided

|.Customers/
end users

Disintermediation issues

Brand equity |

| Cor)sqmer acce'gganpelrelationshie E

[ Sales & distribution capabiiities |

| Source: Tom Beaty

structure, they should seek to
position themselves more
favorably.

s Availability of
substitutes, strength of
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establish a strong brand identity
that has customer pull power
based on unique attributes.

Continue to innovate in terms
of unique products and services.
Attempt to develop offerings that
are difficult to duplicate due to
highly specific expertise or that
tap into a company’s competitive
advantage, such as a strong global
network or advanced informaticn
technology capabilities.

Build partnerships with agents,
possibly even written agreements,
to allow partial forward
integration for mutual benefit.

¢ Financial leverage: Dilute
the leverage of the big brokers by
growing business through other
sources.

Expand internationally using
foreign brokers or a direct sales
force to reduce the imbalance.

Partner with key agents and
smaller brokers to enhance their
sophistication. Support large
agency groups. If these companies
experience financial difficulty, the
book imbalance could be
exacerbated. The current premier
agent groups sponsored by
insurers arguably fail to target
true high-value business needs,
focusing instead on technical
training, “feedback” meetings
and social events.

Begin developing relationships
with potential new distributors
such as investment banks.

Innovate to discover ways to
create mutual dependencies with
the large brokers. Consider
financial arrangements that
would link the fate of the broker
with the insurer. While equity
exchanges may taint a broker’s
independence, other
arrangements may be possible.

The second, more risky option
is to go direct. One stumbling
block is the insurer’s lack of
critical skills necessary to be a
direct writer. Most insurers have
outsourced the sales activity and
therefore have very little internal
capability. The skills that make a
good marketing representative are
not necessarily consistent with
the assets needed to be a good
broker. The difficulty of selling

new business in the current
environment should not be
underestimated.

Other critical issues are the lack
of brand equity and the lack of
personal relationships with end
users, particularly with small and
middle-market accounts. For
example, one insurer performed a
“lost business” survey of clients
and found that many
policyholders that left the insurer
but remained with the same
agent were not aware they had
even switched. Strong brand
equity and consumer loyalty take
years to develop and often are
based on personal relationships,
implying the need to buy or hir2
the individuals who “own” these
assets.

Clearly, these hindrances to
disintermediation will take time
to overcome. Unfortunately, a
slow move forward in the value
chain is likely to be disastrous due
to the intermediaries’ ability to
discipline. If insurers decide to
develop sales capabilities
internally, they must do itin a
non-threatening way. For
example, international expansion
offers the opportunity to gain
experience in direct sales in
markets without a strong U.S.
broker presence. Insurers also
should change their hiring
models to find people with sales
skills and integrate them
throughout the organization.
Even if an insurer eventually buys
a sales force, the capability to
manage a direct sales organization
will be necessary.

Buying or contracting a sales
force seems to make the most
sense. One option is to form close
relationships with a set of key
agents or brokers and either entar
into formal relationships or
acquire them. However, brokers
accustomed to accessing multiple
insurers may not be as successful
or as interested in selling only
one. Attempts to maintain
multiple coverage markets may be
rejected by other insurers and the
marketplace. Buying an existing
direct writer would be an
interesting way to avoid this
issue.

Participants in the insurance
industry face daunting challenges
and exciting opportunities. Each
company must carefully consider
its situation and sources or
competitive advantage and
weakness. A value chain analysis
is just one way to consider
relative strength and strategic
options. The critical issue is to
understand industry dynamics
and to prepare one’s company to
succeed. En

Tom Beaty
is president of
Bridgeworks,
an  Atlanta-
based market-
ing and man-
agement con-
sulting  firm.
Mr. Beaty can
be reached via
e-mail at theaty@iname.com.
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Acceptance Insurance Co.
222 S. 15th, Suite 600, Omaha,
Neb. 68102; 402-344-8800;
fax: 402-341-0792

1996 1995

ross premiums $281,399,887  $279.941,325
Nen-admitted $195728.421  $180,050,867
ommercial risks 100% 100%
ot prmiums $187.382,799  $140617.215
$5,619,520 $5,619,520

$115,727610  $121,337,168
1,200 1,200
10.4% 113.7%
10.6% 113.9%
$(3,168,252)  $(5477,589)
A A

BBB BBBq

Figures reported on a pooling basis.

Founded: 1979.

Parent: Acceptance Insurance Cos. Inc.

Specialties: CMP coverages, multiperil

rop insurance, fine arts, temporary help
agencies, transportation.

Subsidiaries: Acceptance indemnity In-
surance Co., Phoenix Indemnity Insurance

0.

Approved non-admitted in: Alaska,

alifornia, Connecticut, Delaware, District
of Columbia, Florida, Hawaii, ldaho,

ansas, Louisiana, Maryland, Mas-
sachusetts, Minnesota, Mississippi, Mis-
souri, Montana, Nevada, New Jersey,

ew Mexico, New York, North Carolina,
Oklahoma, Oregon, Pannsylvania, South

arolina, South Dakota, Texas, Utah,

ashington, West Virginia, Wyoming,
Puerto Rico, Virgin Islands.

Admitted in: Alabama, Arizona,
Arkansas, Colorado, Georgia, lllinois, In-
diana, lowa, Kentucky, Maine, Michigan,

ebraska, North Dakota, Ohio, Ten-

essee, Virginia, Wisconsin.

Officers: K.C. Coon, CEO; J.P. Nelson,

00; Thomas D. Stamm, Bruce W.
Slaughter, Richard C. Gibson, senior vps.

Contact: W.J. Gerber.

Admiral Insurance Co.
1255 Caldwell Road, Cherry Hill
N.J. 08034, 609-429-9200;
fax: 609-429-6572

19% 1995
oSS premiums $156,416,209  $119371,928
Non-admitted $140.807,416  $112.701,350
omimercial fisks 100% 100%
et premiums $100,306,513 $57,796,278
d-in capital $5,600,000 $5.600,000
licyholder
surplus $183,003,261  $175622208
ployess 145 133
ombined ratio 1 91.3% 101.8%
ombined ratio 2 91.3% 1018%
et income $20,995919  $23770,193
Best's rating Pt At
Founded: 1952.
Parent: W.R. Berkley Corp.
Specialties: General liability coverages
ncluding product and professional liabili-

Subsidiaries: Nautilus Insurance Co.,

cottsdale, Ariz.

Approved non-admitted in: All states,
excluding Delaware and New Jersey. Also
approved in Puerto Rico and the Virgin Is-
ands.

Admitted in: Delaware, New Jersey.

Officers: Michael J. Snead, chairman;

ohn J. Kinsella, president/CEO; Kathleen
Crawford, senior vp/treasurer; Kevin P.
Hannon, senior vp/secretary.

Contact: Scott R. Barraclough, con-

roller.

Adriatic Insurance Co.

3501 N. Causeway Blvd., Suite 1000,
Metairie, La. 70002; 504-838-8100;
fax: 504-832-0605

199 1995
snang2  $13174782
T2 $13,174.782
94.4% 96.5%
$9.335,338  $10557,386
$3,500,000 $3,500,000

0SS premiums
Nor-admitted
ommercial risks
Met premiums
Paid-in capital
Policyholder
surplus

Employees
Combined ratio 1

$20418076  $189723%8
16 18

91.8% 94.4%
Combined ratio 2 N.T% 94.4%
Net income $1.441M $1520,147
Best's rating A A

Founded: 1979.
Specialties: Physical damage, including
trucks (local and long-haul), taxicabs and

special automobiles; garage keepers legal
liability.

Approved non-admitted in: All states,
excluding Alaska, Colorado, Connecticut,
Delaware, Hawaii, Maine, Massachusetts,
Nevada, New Hampshire, New Mexico,
North Dakota, Rhode Island and Vermont.

Admitted in: North Dakota, Delaware,
Nevada, New Mexico.

Officers: Joseph E. Taylor, president;
Steven M. Harris, treasurer; Anthony V.
Ciervo, secretary.

Contact: Joseph E, Taylor.

Agricultural Excess

& Surplus Insurance Co.

49 E. Fourth St, Suite 300 South,

Cincinnati, Ohio 45202-3803;

513-579-6300; fax: 513-579-6314

13% 1995

$103,555,000 $93,380,155
$102,165,566  $91,919082

Gross premiums
Non-admitted

Commercial rigks
Net pramiums
Paid-in capital

Policyholder

Surpiis 20491322 $20,604299
Employees L] 54
Combined ratio 1 1M0.7% 99.8%
Net income $893,188 $1.253716
Best's rating A A

Founded: 1979.

Parent: Great Arnerican Insurance Co.

Specialties: Product liability; under-
ground storage tanks; college, university
and professional liability.

Approved non-admitted in: All states,
excluding Delaware.

Admitted in: Delaware.

Officers: Carl Lindner lll, chairman;
Richard Koscielak, president; Donald Lar-
son, vice chairman/senior vp; Gayle Chris-
ten, senior vp; Al Jaeger, vp.

Contact: Doris Paul, 513-579-6346.

93.66%
$1,389,443
$4,100,000

98.44%
$1,460,223
$4,100,000
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Alliance General Insurance Co.

6 W. Hubbard St., Sixth Floor,
Chicago, lll. 60610; 312-755-0099;
fax: 312-755-1056

1996 1995
$20,226,198  $19483,170
$19.368,899  $18,901,048

% 7%
$8,732,186
$2,000,000

Gross pramiums
Nor-admitted
Commercial risks
Net premiums
PaidHn capital
Policyhoider
surplus
Combined ratio 1
Netincome
Best's rating
Founded: 1984.

Parent: Alliance Insurance Group Inc.

Speclalties: Product liability, business
owners' packages, including liquor liability.

Approved non-admitted in: All states,
excluding Alaska, Connecticut, Delaware,
Maine, Massachusetts, Michigan, Mon-
tana, New Hampshire, New Jersey, New

$8,941,514
$2,000,000

$15,345,388
1208%
{“5.8'1':)

$15,776,327
99.5%
$1,872,674
A-

Mexico, Oklahora, Rhode Island and Ver-
mont.

Admitted in: lllinois.

Officers: Donald V. McCann, president;
Denise M. LeBeau, secretary; Eric W.
Rahn, treasurer; Jeffrey M. Josephs,
Steven S. Levenson, vps.

Contact: Eric W. Rahn.

Allianz Underwriters
insurance Co.

3400 Riverside Drive, Burbank,
Calif. 91505-4669; 818-972-8000;
fax: 818-972-€540

1996 1995

Gross premiums $105,116,440 $91,220,724
Non-admitted $50,918,889 $49.217,182
Commercial risks 100% 100%
Net premiums $6,808,110 $5529.115
Paid-in capital $4,500,000 $4,500,000

Continued on page 41




National Comprehensive
Cancer Network

State-of-the-art cancer care.

Enhancing efficiency through
measurement and management.

Your best resource in the fight
against cancer.

For more information, please call

215-728-4096
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Continued from page 39
Palicyholder

surplus $37.473,480  $36.487,002
Employees” 14 14
Jombined ratio 1 126.8% 1322%
Zombined ratio 2 107% 996%
Netincome $610,198 $1,058,953
Best’s rating A A

* Underwriting only.

Figures reported on a pooling basis.

Founded: 1978.

Parent: Allianz of America.

Specialties: Excess and surplus proper-
y, umbrella casualty.

Approved non-admitted in: All states,
axcluding California, Missouri and New
York.

Admitted in: California, Missouri, New
York.

Oificers: Wolfgang Schlink, chairman/
oresident/CEO; Paul D. Kaduk, executive
vp/secretary/treasurer; Trevor E. Care,
Reinhard Franke, Brent Sorenson, senior

/pSs.
Contact: Paul D. Kaduk, 818-972-8510.

How to use
this directory

The annual directory of excess and sur- -
plus lines insurers lists companies that re-
sponded to a Business Insurance ques-
tionnaire.

To be listed, more than 50% or $10 mil-
lion of surplus lines insurers' gross premi-
ums must be written on a direct, non-ad-
mitted basis and relate to commercial risks;
excess insurers must generate at least
50% or $50 million of their gross premiums
in excess liability lines, either on an admit-
ted or non-admitted basis.

Financial information is verified against
the companies’ annual statements as filed
with state insurance departments. Gross
premiums, which are the comnbination of
direct business and reinsurance assumed
by a company, begin each listing.

For surplus lines insurers, the next entry
reflects gross premiums written on a direct
non-admitted basis, or surplus lines. Ex-
cess insurers’ listings note the percent of
gross premiums related to excess liability
lines and the percentage of excess liability
premiums written on an admitted basis.

Net premium volume is calculated by
subtracting reinsurance ceded from gross
premiums.

Paid-in capital is the total of the value of
both common capital stock and preferred
capital stock of the company; the next en-
try reflects policyholder surplus.

The statutory combined ratio is calcu-
lated by adding the company’s loss ratio
(losses and loss expenses incurred to pre-
miums eamed) to the expense ratio (under-
wiiting expenses to net premiums written).

The company's combined ratio as cal-
culated by the insurer rating agencies is
listed below the statutory combined ratio
when provided.

Statutory net income is derived after
dividends to policyholders and federal in-
come tax are paid.

A footnote will indicate if figures are re-
ported on a pooling basis, exciuding premi-
ums written on a direct, non-admitted ba-
Sis.
The Best's rating listed under each
year is the rating assigned by A.M. Best
Co. after the close of each year. Rating
modifiers are detailed below. Best's Finan-
cial Performance Index, which is given to
some companies not assigned a rating, is
listed if provided. Standard & Poor's
claims paying or solvency rating also was
requested.

The total number of employees (and for
excess insurers, the number involved in ex-
cess liability underwriting) is given in full-
time equivalents when provided.

Each listing includes the company's year
founded and its parent company (if any).
Commercial risks the company specializes
in insuring are noted under specialties.
The names of subsidiaries are then not-
ed.

States in which the company is an ap-
proved, non-admitted insurer, and those
in which it is an admitted insurer are also
provided.

Names and titles of principal officers, as
well as a contact for readers seeking more
information complete the listings.

In addition to this directory of excess and
surplus lines insurers, a directory of whole-
sale marketers begins on page 58.

Business insurance publishes the direc-
tory as an editorial services; there is no
charge to be included. Although every ef-
fort is made to provide complete and accu-
rate information, Business Insuranceis un-
able to verify all information received.

Rating modifiers used by the A.M. Best
Co. are defined as follows:

(c) is a contingent rating; (e) is the rating
of the parent company; (g) is a group rat-
ing; (q) is a qualified rating; (p) is a pocled
rating; () is a reinsured rating; {s) is a con-
solidated rating.

Alpine Insurance Co.

311 S. Wacker Drive, Suite 500,
Chicago, lll. 60606; 312-822-8800;

fax: 312-922-2202
1996 1995
Gross premiums $12,502,561 $52,497,691
Non-admitted $11,968,072 $51,550,949
Commercial risks 100% 100%
Net premiums $7,641,593 $17,656,680
Paid-in capital $3,600,000 $3,600,000
Policyholder
surplus $12.506,35 512283882
Employees 12 5
Combined ratio 1 99% 100.3%
Combined ratio 2 NA 121.8%
Net income $4,898,5T1 $3,665,762
Best's rating (H A-
Founded: 1986,

Parent: Alpine Holdings Inc.

Specialties: Contractors liability.

Subsidiaries: Alpine Premium Finance
Co., Transco Premium Finance Co.

Approved non-admitted in: Alabama,
Alaska, Arizona, Colorado, Connecticut,
Delaware, District of Columbia, Florida,
Georgia, Hawaii, Indiana, lowa, Kansas,
Kentucky, Louisiana, Maryland, Minneso-
ta, Mississippi, Missouri, Montana, Nebras-
ka, Nevada, New Mexico, North Carolina,
North Dakota, Oklahoma, Oregon, Penn-
sylvania, South Dakota, Tennessee,
Texas, Utah, Washington, West Virginia,
Wiscensin, Wyoming.

Admitted in: llinois.

Officers: Steven C. Shinn, president;
Richard G. Kersten, secretary; Mark
Rosenberg, CFO; David A. Gay, vp-invest-
ments; Daniel J. O'Shaughnessy, vp.

Contact: David A. Gay, 805-686-7186.

American Empire Surplus
Lines Insurance Co.
515 Main St., Cincinnati, Ohio 45202;
513-369-3000; fax: 513-369-3034

1996 1995
Gross premiums $44.644,422 $61,923,300
Non-admitted $38.318,282  $44,550,972
Commercial risks 100% 100%
Net premiums: $25,457,068 $31,690,319
Paid-in capital $4,100,000 $4,100,000
Policyholder
Surplus $122397,666  $107,929,262
Employess 65 67
Combined ratio 1 B4.4% 86.8%
Combined ratic 2 54.%% 86.5%
Net income $21,353, 127 6,654,470
Best's rating A+ A+
Founded: 1977.

Parent: Great American Insurance Co.

Subsidiaries: American Empire Insur-
ance Co., Fidelity Excess & Surplus Insur-
ance Co.

Approved non-admitted in: All states,
excluding New Hampshire and Delaware.

Admitted in: Delaware, New Hamp-
shire.

Officers: Walter E. Snyder, president;
Robert A. Nelson, senior vp-underwriting;
Chester A. Nalepa, senior vp-claims;
Joseph M. Walsh, chairman.

Contact: Walter E. Snyder.

American Equity
Insurance Co.
8370 E. Via de Ventura, Building K,

Scotisdale, Ariz. 85258;
602-991-0833; fax: 602-991-0723

19% 1995
Gross premiums $114,734.435  $40,728548
Non-admitted $50,480,116 $26,495,296
Commercial risks 98% 100%
Net premiums $45,280,261 §15514.728
Paid-in capital $4,121,094 $4,121,094
Policyholder
surplus $21.456906  $20,576,539
Employees mn 52
Combined ratio 1 93.8% 1124%
Combined ratio 2 93.8% 1124%
Netincome $2,075,350  $(2,496,907)
Best's raling A+ A+

1996 figures reparted on a pooling basis.

Founded: 1979.

Parent: Jupiter Holdings Inc.

Approved non-admitted in: All states,
excluding Alaska, Arizona, Delaware and
New Hampshire.

Admitted in: Alaska, Arizona, Del-
aware. '

Officers: Eugene J. Keating Jr., presi-
dent/CEO; Douglas Rutherford, senior vp-
underwriting; Kenneth Lewin, senior vp-
marketing; Kenneth Brundage, senior vp-
corporate counsel; Rodney Frantz, senior
vp-finance.

American International
Specialty Lines Insurance Co.

550 W. Seventh St Anchorage,
Alaska; 907-277-6693

1996 1995

Gross premiums $811,765,737  $812142,074
Non-admitted $780,243,287  $793,130,552
CGommercial risks 100% 100%

Net prémiums $111,203,436  $100,765,105
Paid-in capital $5,002,500 §5,002,500
Policyholder

surplus $192,349,356  $170,437 802
Combined ratio 1 94.8% 89.6%
Netincome $22,157,61 $22,992,624
Best's rating Bt At
S&P rating ARA ARA

Founded: 1973.

Parent: American International Group
inc.

Approved non-admitted in: All states,
excluding Alaska and New Jersey.

Admitted in: Alaska.

Officers: Thomas R. Tizzie, chairman;
Kevin H. Kelley, president; Elizabeth M.
Tuck, secretary; Armand G. Pepin, treasur-
er; David J. Walsh, senior vp; James M.
Kilkenny, vp.

Contact: Armand G. Pepin, 201-309-
1100.

Associated International
Insurance Co.

21820 Burbank Bivd., Suite 330,
Woodland Hills, Calif. 91367,
818-595-0600; fax: 818-316-0380

199% 1985
Gross premiums $157,286.430  $107,150,685
Non-admitted $35,470,520 $36,127,301
Commercial risks 99.9% 100%
Net premiums $75,840,196 $56,797,826
Paid-in capital $3,500,000 $2,500,000
Policyholder
surplus $65,854 497 $66,998 366
Employees a 76
Combined ratio 1 107.1% %.1%
Net income $5,571,881 $13,492,297
Best's rating A A
1996 figuras reported on a pooling basis.
Founded: 1972.

Parent: Gryphon Holdings Inc.
Specialties: Self-insured retentions; ar-
chitects/engineers; E&O; excess property,

including utilities and railroads; commercial

auto.

Subsidiaries: Associated International
Intermediaries, Woodland Hills, Calif.

Approved non-admitted in: All states,
excluding California and Maine.

Admitted in: California.

Officers: John F. lannucci, president/
CEQ; Kathryn W. Suchomel, executive vp-
casualty; Joseph K. Saad, executive vp-
claims/administration; Matthew T. Peller,
executive vp-property; Virendra Amin, vp-
information systems.

Contact: Kathryn W. Suchomel.

Carlisle Insurance Co.

200 Schulz Drive, Red Bank, N.J. 07701;
732-224-0500; fax: 732-741-2266

1996 1995

Gross premiums $19,879,527 $27,296.243

Non-admitted $7,903,715 $8,538,303
Gommercial risks 100% 100%
Net premiumis $4,981,285 $6,468,764
Pai-in capital $4,100,000 $4,100,000
Policynolder

surplus $15,859547  §$15243572
Employees 46 50
Combined ratio 1 128.8% 158.6%
Combined ratio 2 128.8% 158.6%
Net income $513.483  §(1,816,908)
Best's rating A A

Figures reported on a pooling basis.

Founded: 1979.

Parent: Investors Insurance Co. of

America.

Specialties: Contractors; manufactur-
ing/product liability; owners, landlords and
tenants. 4

Approved non-admitted in: New York,
New Jersey.

Admitted in: California.

Officers: Jeremy D. Cooke, president/
CEQ; Gregory B. Nevers, secretary; Rod-
ney R. Ayer, senicr vp.

Contact: Raymond J. Steer Jr.

Century Surety Co.

2400 Corporate Exchange Drive,
Columbus, Ohio 43231; 614-895-2000;
fax: 614-895-7036

1996 1995
Gross premiums $41,086,364 $36,979.720
Non-admitted $30,793,129  $23.798.457
Commercial risks 100% 100%
Net premiums $24,663,945 $19,038,980
Paid-in capital $2,000,000 $2,000,000
Policyholder
surplus $25,953,588 $22,033,530
Employees a1 74
Combined ratio 1 101.1% 94.9%
Comnbined ratio 2 10.1% 946%
Net incorme $1,915,862 $3,681.236

Bast's rating A- Bet
S&P's rating BBBq BBBq
Figures reported on a pooling basis.
Founded: 1978.

Parent: International Alliance Services
Inc.

Specialties: Contractors, restaurants/
barsftaverns, garage and commercial au-
tomobiles, environmental liability, taxi
cabsflimousines.

Subsidiaries: Continental Heritage In-
surance Co., Salt Lake City; Evergreen
National Indemnity Co., Columbus, Ohio;
CSC Insurance Agency Inc., Columbus,
Ohio; American Inspection & Audit Ser-
vices Inc., Columbus, Ohio.

Approved non-admitted in: Alabama,
Alaska, Arkansas, California, Delaware,
District of Columbia, Florida, Georgia,
Hawaii, Idaho, lllinois, lowa, Kansas, Ken-
tucky, Maryland, Michigan, Minnesota,
Mississippi, Missouri, Montana, Nebraska,
Nevada, North Carolina, North Dakota, Ok-
lahoma, Oregon, Pennsylvania, South
Dakota, Tennessee, Texas, Utah, Ver-
mont, Virginia, Washington, Wyoming.

Admitted in: Arizona, Indiana, Ohio,
West Virginia, Wisconsin.

Officers: Roswell P. Ellis, president;
Norman D. Amick, executive vp; Glenn D.
Southwick, treasurer; Anne L. Meyers, sec-
retary; Craig L. Stout, vp.

Contact: Roger D. Myers.

Chubb Custom Insurance Co.

15 Mountain View Road, P.O. Box 1615,
Warren, N.J. 07061-1615; 908-903-2000

1996 1995
Gross premiums $95,160,599  $93,115.350
Non-admitted $85,761,765  $83,920.825
Commercial risks™ 80% NA
et premiums $21,449,227 $26,526,270
Paid-in capital $3,750,000 $3,750,000
Policyholder
surplus $29,083,170  $27516245
Combined ratio 1 108.7% 93.5%
Combined ratio 2 105.6% 91%
Net income $2,105,129 $336,953
Best's rating Be At
* Eslimate.
Net figures reported on a pooling basis.
Founded: 1980.

Parent: Federal Insurance Co., a unit of
Chubb Group of Insurance Cos.

Approved non-admitted in: All states,

Admitted in: Delaware, New Jersey.

Officers: Emelia M. Accardi, president;
Philip J. Sempier, vp/treasurer; Hank G.
Gulick, vp/secretary; Hank B. Schram,
David G. Hartman, vps.

Colony Insurance Co.
9201 Forest Hill Ave., Suite 200,
Richmond, Va, 23235; 804-327-1700;
fax: 804-327-1792

1996 1995
Gross premiums. $47,633,925 $41,990027
Non-admitted $45,388,150 $39,207,944
Commercial risks 100% 9.9%
Net premiums $21,048,339 $32,175,533
Paid-in capital $2,000,000 $2,000,000
Policyholder
surplus $25,950,364 526,149,696
Employees 0 65
CGombined ratio 1 100.4% 97.2%
Combined ratio 2 100.2% 97.3%
Netincome $3,170,460 $3,156,814
Best's rating B+ B+
Founded: 1981.

Parent: Front Royal Inc.

Specialties: General liability, environ-
mental, professional liability, monoline
property.

Subsidiaries: Front Royal Insurance
Co., Richmond, Va.; Hamilton Insurance
Co., Richmond, Va.

Approved non-admitted in: All states,
excluding Alaska, Connecticut, Delaware,
Maine, Massachusetts, Minnesota, New
Hampshire, New Jersey, New Mexico,
Rhode Island and Virginia. Also approved
in the Virgin Islands.

Admitted in: Virginia.

Officers: John K. Latham, presi-
dent/CEOQ; Edward Desch, vp/CFO; Dale
Pilkington, senior vp-underwriting; Doug
Wall, vp-claims; Grace Cashman, vp-ad-
ministration.

Contact: Julie Farley, 804-327-1726.

Columbia Casualty Co.

CNA Plaza, Chicago, Ill. 60685;
312-822-1906; fax: 312-817-3317

1996 1995
Gross premiums $544,954.351  $502,611,356
Nor-admitied $181,204,645  $147,601,114
Commiercial risks 100% 992%
Net premiums $360,441,102  $350362,262
Paid-in capital $5,200,000 $8,700,000
Policyholder
Surplus $280,811,095  $242.937 606
Combined ratip 1 109.7% 107.8%

Combined ratio 2 109.4% 107.8%
Netincome $34.272,113 $29,020,069
Best's rating* * AA- NA-
S&P's rating** RerfA- AvlA-
* Ratings are for CNA and Continental Insurance
Co. respectively.
Figures reported on a pooling basis.

Parent: CNA Insurance Cos.

Specialties: Railroad liability, excess
workers compersation, liquor liability, ele-
vator maintenance, non-standard automo-
bile, group personal excess, excess casu-
alty.

Approved non-admitted in: All states,
excluding lllinois.

Admitted in: All states. Also admitted in
Canada.

Officers: Richard W. Quehl, president;
William P. Casey, senior vp.

Contact: Richard W. Quehl.

Essex Insurance Co.

4551 Cox Road, Glen Allen, Va. 23060;
804-273-1400; fax: 804-273-1435

1996 1995
Gross premiums $129,310,644  $105,609,091
Non-admitted $119,485,293  $100,900,717
Commercial risks 92.4% 95.5%
MNet premiums $83,352,750  $73588.378
Paid-in capital $4,500,000 $4,500,000
Policyholder
surplus $60,623,414 $48,838,594
Employees 143 143
Combined ratio 1 81.6% 86.7%
Combined ratio 2 81.7% 86.8%
Netincome $14,146,645 $11,695,524
Best's rating A A
S&P's rating A A
Founded: 1980.

Parent: Markel Corp.

Specialties: Property, general liability,
inland marine, motor truck cargo, umbrella
and excess casualty.

Approved nan-admitted in: All states,
excluding Delaware. Alsc approved in
Puerto Rico.

Admitted in: Delaware.

Officers: Stephen J. Vaccaro Jr., presi-
dent; Alan |. Kirshner, chairman; Anthony
F. Markel, vice chairman; Gregory B. Nev-
ers, secretary; Steven A. Markel, executive

vp.
Contact: Jill G. Goldfine.

Evanston Insurance Co.

1007 Church St Evanston, lll. 60201;
847-866-085€; fax: 847-866-0778

1996 1995
Gross premiums $178,022,530  $169,167,708
Non-admitted $119,303.818  $124.791.317
Commercial risks 100% 99.9%
Net premiums $147,343,787  $143,705,701
Paid-in capital $8,251,229 $8,251,229
Policyholder
surplus $142,028.962  $123.201,135
Employzes 17 164
Combined ratio 1 106.5% 107.2%
Combined ratio 2 106.6% 107.2%
Netincome $15,760,269 $22,209,722
Best's rating A A
S&P's rating A A
Founded: 1977.

Parent: Markel Corp.

Specialties: Professional liability.

Subsidiaries: Markel American Insur-
ance Co., Glen Allen, Va.

Approved non-admitted in: All states,
excluding lllinois and New Hampshire.

Admitted in: lllinois.

Officers: Arthony F. Markel, chair-
man/CEQ; Paul W. Springman, presi-
dent/COOQ; Michael A. Rozenberg, execu-
tive vp/chief administrative officer; Edgar
W. Phoebus, senior vp/secretary/general
counsel; Gerard Albanese Jr., senior vp.

Contact: Letra Heaton.

General Agents Insurance Co.
of America Inc.

500 Commerce, Fort Worth,
Texas 76102-5439; 817-336-2500;

fax: 817-335-1230
: 1996 1995
Gross premiums $111,338,528  $109,642,914
Non-admitted $55,850,402 $55,583,536
Commercial risks 100% 100%
Net premiums $77.911.818 §78,053,428
Paid-in capital $3,000,000 $3,000,000

Continued on next page
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1996 1995
Policyholder
surplus $57,011,850 $47,380.301
Employees 175 160
Combined ratio 1 89.2% 838%
Combined ratio 2 89.2% 838%
Net income $12,509,842 $10425,054
Best's rating A+ A+
Founded: 1978.

Parent: GAINSCO Inc.

Specialties: Commercial auto liabil ty,
commercial truck liability, commercial
physical damage, garage liability (dealer
and non-dealer), commercial general liabil-
ity.
Subsidiaries: MGA Insurance Co. Inc.
Approved non-admitted in: All states,
excluding Maine and Oklahoma.

Admitted in: Oklahoma.

Officers: Joseph D. Macchia, chair-
man/president/CEQ; Daniel J. Coots, se-
nior vp/CFQ; Jack L. Johnson, Carolyn E.
Ray, senior vps; J. Landis Graham, vp.

Contact: Brian Schwarzbach.

General Star Indemnity Co.
695 E. Main St., P.O. Box 10354,
Stamford, Conn., 06904;
203-328-5700; fax: 203-328-6131

1996 1395
Gross premiums $299,338,485 5243353456
Non-admitted $293,228,768  $237,221725
Commercial risks 98% 7%
Net premiums $222,386,130  $177,342,543
Paid-in capital $5,000,000 $5,200,000
Palicyholder
surplus $327,790,817 5322593926
Combined ratio 1 93.8% 96.1%
Combined ratio 2 93.5% 95.3%
Netincome $41,065,501 $40,784,626
Best's rating A At
S&P's rating AAA AAQ
Founded: 1967.

Parent: General Reinsurance Corp.

Specialties: Biotechnology/clinical trials,
D&O/ES&O liability, earthquake, environ-
mental and pollution covers, excess
auto/buffer layers, intellectual property
rights, oil and gas service contrastors,
product liability for pharmaceuticals and
mechanical devices, scenic and shortline
railroads, wind deductible buybacks.

Approved non-admitted in: All states,
excluding Connecticut.

Admitted in: Connecticut.

Officers: Kevin P. Brooks,
man/president.

Contact: David W. Micik, assistant vp;
203-328-5664.

chair-

General Star National
Insurance Co.

695 E. Main St,, P.O. Box 10360,
Stamford, Conn. 06904; 203-328-5700;
fax: 203-328-6131

1936 1995
Gross premiums $56,106,680 $63,£02,293
Excess liability 88% 82%
Admitted 100% 100%
Net premiums $33,300,753  $31,637,725
Paid-in capital $4,000,000 $4,000,000
Policyholder
surplus 100,309,970  $100,.566,325
Combined ratio 1 97.7% 5%
Combined ratio 2 96.4% 94.7%
Net income 11,087,378 $12,69,395
Best's rating A ht
S&P's rating AAA Ag
Founded: 1864.

Parent: General Reinsurance Corp.

Specialties: Day care, entertainment
risks, substandard/high hazard property
and excess auto buffer layers.

Admitted in: All states.

Officers: Kevin P. Brooks, chairnan/
president.

Contact: David W. Micik, assistant vp.

Glencoe Insurance Ltd.
Renaissance House, East Broadway,
Hamilton, Bermuda, HM GX;
441-296-3235; fax: 441-295-4029

1996 1€95
Gross premiums $1,552,000 A
Nor-admitted $1,552,000 NA
Commercial risks 100% \A
Net premiums $1,052,000 VA
Palicyholder
surplus $50,956,000 VA
Employees 6 \A
Combined ratio 1 35% \A
Net income $1,345,000 NA
Best's rating A NA

Founded: 1996.

Parent: Renaissance Reinsurance Ltd.

Specialties: Commercial catastrophe
exposed property with focus on Califarnia
earthquake and wind-exposed propery.

Approved non-admitted in: Arkansas,
California, Delaware, Florida, Georgia,
Hawaii, lllinois, Indiana, lowa, Kansas,
Louisiana, Maryland, Missouri, Nebraska,

New Mexico, North Carolina, Ohio, Ore-
gon, South Carolina, South Dakota, Wash-
ington, West Virginia, Wisconsin,
Wvyoming.

Officers: Keith S. Hynes, president/
CEO; Glenn S. Thomas, managing under-
writer.

Contact: Glenn S. Thomas.

Houston Casuality Co.
13403 Northwest Freeway, Houston,
Texas 77040; 713-462-1000;
fax: 713-462-2401

1996 1995
Gross premiums $211,467,952  $223,149,508
Non-admitted §76,343,840  $104,549.882
Gommercial risks 100% 100%
Net premiums $82,501,411 $82,285,.870
Paic-in capital $5,000,000 $5,000,000
Polizyholder
surplus $150,684,595  $120,975265
Employees 110 100
Combined ratio 1 T.%% 2%
Sombined ratio 2 T1.8% T1.2%
Net income $29,232 685 $18,509,608
3esl's rating A A
3&P's rating Ag Ag
Founded: 1980.

Parent: HCC Insurance Holdings Inc.

Specialties: General aviation risks, blue
water ocean marine, cat exposed property
qisks, onshore and offshore energy risks.

Subsidiaries: HCC Underwrites, Hous-
ton; Trafalgar Insurance Co., Houston.

Approved non-admitted in: All states,
axcluding New Hampshire, New Jersey,
South Carolina, Tennessee, Texas and
Vermont.

Admitted in: Texas.

Officers: Stephen L. Way, chairman/
CEO; Peter B. Smith, president; Frank J.
3ramanti, executive vp; Edward H. Ellis Jr.,
senior vp/CFO; Duane R. Dyckman, senior
Jp<claims.

Contact: Peter B. Smith.

lllinois Insurance Exchange

311 S. Wacker Drive, Suite 400,
Chicago, i, 60606; 312-408-8000;

fax: 312-408-8001
199 1995
Bross premiums $85,377,363 $91,354,425
Non-admitted $78,143,719  $140,338,831
Commercial risks 3% 81%
Net premiums $66,729,646 $76,053,917
Paid-in capital $5,435,608 $5,120,608
Policyholder
surplus $72,134,698 $75,126,541
Employees 4l 3
Combined ratio 1 107.8% 104.7%
Het income $6,434,984 $9,916,823
Founded: 1980.

Speciaities: Contractors, liquor liability,
restaurants, outfitters and guides, used car
dealers, real estate agents E&O, skating
finks, day care centers.

Approved non-admitted in: All states,
excluding California, Connecticut, Ken-
tucky, Nevada, New Hampshire, New
‘York, Rhode Island and Texas. Authority
limited to certain syndicates in Arizona,
Colorado, Florida, Louisiana, South Caroli-
na, Virginia, Washington, U.S. Virgin Is-
lands.

Admitted in: lllinois.

Officers: James E. Tait, president/CEQ;
Gerald F. Murray, vp/general counsel/sec-
retary; Jeffrey P. Lehman, vp-
operations/treasurer; Theresa L. Ryan, as-
sistant vp/administrative assistant.

Contact: Theresa L. Ryan.

Interstate Fire & Casualty Co.

55 East Monroe St., Chicago, Ill. 50603;
312-346-6400; fax: 312-342-1407

1996 19%5
Gross premiums $301,375,588  $267,807,715
Non-admitted $61,985,798 564,790,227
Commercial risks . T% 18.7%
Met £remiums $163,729,415  $151,796941
Faid-in capital $4,200,000 $4,200,000
Folicyholder
surplus $176,270,532  $162,132.746
Employees 3 3
Comained ratic 1 106% 105.2%
Net income $7.73.1M7 $§10,206,788
Eest's rating A A
Figures reoorted on a pooling basis.

Founded: 1950.

Parent: Allianz Aktiengesellschaft Hold-
ing.

Specialties: Professional liability, medi-

cal malpractice other than doctors, open
market property, housing authorities for
property, umbrella liability, commercial au-
tomobile.

Subsidiaries: Chicago Insurance Co.,
Interstate Indemnity Co., Chicago.

Approved non-admitted in: All states,
excluding lllinois.

Admitted in: llinois, Michigan.

Officers: Douglas Eugene Boyce, presi-
cent/CEQ; Carol Renee Newman, senior
vplsecretary; Michael Patrick Sullivan, se-
nior vp/treasurer; Clint Edward Johnson,
senior vp; Grant David Steer, senior vp.

Contact: Laura Cunningham.

Investors Insurance Co.
of America

200 Schulz Drive, Red Bank,
N.J. 07701; 732-224-0500;

fax: 732-741-2266
1996 1995

Bross premiums $47,444,768 548,743,424

Non-admitted $29,148,339 $30,243,268
Commercial risks 100% 100%
Net premiums $27,781,935 $33,554,029
Paid-in capital $4.200,000 $4,200,000
Palicyholder

surplus $28,713,391 $36,249.216
Employees 46 50
Cambined ratio 1 158.7% 133.7%
Caombined ratio 2 158.7% 133.7%
Natincome $(7,091,697) $(4,887,737)
Best's rating A- A-

Figures reported on a pooling basis

Founded: 1961.

Parent: Investors Insucance Holding
Corp.

Specialties: Contractors, manufactur-
ing, product liability and owners, landlord
and tenant risks.

Approved non-admitted in: All states,
excluding New Jersey, New York and Ver-
mont.

Admitted in: New York, New Jersey.

Officers: Jeremy D. Cooke, president/
CEQ; Gregory B. Nevers, secretary; Rod-
ney R. Ayer, senior vp.

Contact: Raymond J. Steer Jr.

Legion Indemnity Co.

190 8. LaSalle St., Chicago, lil. 60603;
215-963-1200; fax: 215-963-1210

1996 1995
Gross premiums $14,103,983 $333471
Non-admittec $2,454,317 NA
Commercial risks 100% 100%
Net premiums $11,649,058 $155,262
Paid-in capital $1,000,000 $1,000,000
Palicyholder
surplus $26,647,666 NA
Combined ratio 1 93.2% 1756.4%
Combined ratio 2 3.2% NA
Net income $1,410,134 $385,793
Eest's rating A NA
S&P's rating [ NA
1996 figures reporied on a pooling basis.
Founded: 1987.

Parent: Mutual Risk Management Lid.

Approved non-admitted in: All states,
excluding Connecticut, Mississippi, New
Hampshire, Rhode Islard, Arkansas,
Delaware, Maine, Massachusetts, Utah
and Puerto Rico.

Admitted in: lllinois.

Officers: John Kessock, president; An-
drew S. Walsh, secretary; Gregg C. Fred-
erick, treasurer; Glenn R. Partridge, senior
vp; Richard G. Turner, senior vp.

Contact: Reginald F. Pierce Ill, vp;
Commonwealth Risk, 1 Logan Square,
Suite 1500, Philadelphia, Pa. 19103; 215-
963-1600.

Lexington Insurance Co.

200 State St., Boston, Mass. 02109;
617-330-1100; fax: 617-772-4588

19% 1995
Gross premiums $1,351,925,234  §1,250,083 615
Non-admitted $1,112,070,733  $1,026,690,236
Cemmercial risks 98.2% 98.7%
Net premiums $626,671,017  $506,270,017
Paid-in capital $5,000,090 $5,000,000
Pelicyholder
surplus $1,062,445931  $966,564,068
Employees 218 206
Combined ratio 1 99.9% 94.3%
Combined ratio 2 99.8% 94.3%
Net income $131,555,192  $132,835,540
Best's rating ot A
S&P rating AAA AAA

Founded: 1965.

Parent: American International Group
Inc.

Specialties: Employment practices lia-
hility, health care provider excess loss cov-
erage, sexual misconduct liability cover-

age.

Approved non-admitted in: All states,
excluding Delaware.

Admitted in: Delaware.

Officers: Kevin Kelley, president;
Michael Castelli, treasurer; Richard Bucil-
la, Richard Jodoin, executive vps;
Nicholas Anselmo, senior vp.

Contact: Rachel Riviin, 617-330-8436.

Monticello insurance Co.
Newport Tower, 525 Washington Bivd.,
Jersey City, N.J. 07310-1693;
201-222-8666; fax: 201-222-9161

199% 1995
Gross premiums $92,491,701  $108,344,645
Non-admitted $73,764,153 588,186,116
Commercial risks 19.8% 94.3%
Net premiums $18.727,548 $20,154,020
Paid-in capital $4,100,000 $4,100,000
Policyholder
surplus $29,818,368 $28,115,555
Employess NA 141
Combined ratio 1 106.7% 107.2%
Combined ratio 2 106.9% 105.3%
Net income $2,336,957 $2,004,434
Best's rating A A
S&P’s rating BBg BBq
Figures reported on a pooling basis.

Founded: 1973.

Parent: Jefferson Insurance Co. of New
York.

Specialties: Hot air balloons, parasail-
ing, snowmabiles, wave runners.

Approved non-admitted in: All states,
excluding Delaware, Louisiana and New
York.

Admitted in: Delaware, New York.

Officers: Claus Cardinal, president/
CEO; Kenneth Bolen, senior vp-underwrit-
ing; Vincent Celano, senior vp/secretary;
Edwin Ghigliotty, senior vp/treasurer; Ata-
nis Nikow, senior vp-claims.

Contact: Kenneth Bolen, senior vp-un-
derwriting.

Mt. Hawley Insurance Co.

9025 N. Lindbergh Drive, Peoria,
lll. 61615; 308-692-1000;

fax: 309-689-2043

1996 1995
Gross premiums $97,163,475  $93215951
Non-admitted $96,845,702 $93,215,951
Commercial risks 99.7% 100%
Net premiums $53,325,822 $57,556,594
Paid-in capital $10,000,000 $10,000,000

Palicyholder
surplus $£91,175,51 $62,619,963
Employees 260 260
Combined ratio 1 1M.7% 82.1%
Combined ratio 2 NA 82.0%
Met income §7.224.410 $12,725,907
Best's rating NA A
" S&P'smting BB8q BBBq

Founded: 1979.

Parent: RLI Corp.

Specialties: Surplus lines and special
property; surplus lines general liability, in-
cluding manufacturers excess of SIR; D&O
liability; primary and excess employers in-
demnity for Texas employers; miscella-
neous professional.

Approved non-admitted in: All states,
excluding Kansas.

Admitted in: Kansas.

Officers: Jonathan E. Michael, presi-
dent/COO; Terry L. Younghanz, senior vp-
underwriting; Gregory J. Tiemeier, senior
vp-operations; Michael J. Stone, vp-claims;
Joseph E. Dondanville, vp-finance/CFO.

Contact: Michael J. Frederick, director-
home office underwriting.

National Fire & Marine
Insurance Co.

3024 Harney St., Omaha,
Neb. 68131-3580; 402-536-3000;

fax: 402-536-3030

1996 1995
Gross premiums $59,054,207 $64,760,730
Non-admitted $29,544, 448 $34,680,313
Commercial risks 50% 53.6%
Net premiums $58,143,657 $64,662,750
Paid-in capital $3,500,000 $2,500,000

Policyholder
surplus $1,659,267,238  $1,229,873.375
Employees 235 250
Combined ratio 1 35.1% 33%
Combined ratio 2 35.1% 2.8%
Net income $184,066,767  $61,325251
Best's rating Ass A+t
S&P's rating AR AMA

Founded: 1949.

Parent: Berkshire Hathaway Inc.

Specialties: Large property catastrophe
risks; professional liability (D&0O, E&Q);
general liability; prize indemnification; com-
mercial auto physical damage; commerc al
automobile liability, including public trans-
portation; garage liability, including car
dealers, service operations, garage keep-
ers legal liability.

Subsidiaries: Redwood Fire and Casu-
alty Insurance Co., Omaha, Neb.

Approved non-admitted in: All states,
excluding Massachusetts, Nebraska, New
Jersey and New York.

Admitted in: Nebraska.

Officers: Donald F. Wurster, president;
Phillip M. Walf, senior vp; Forrest N. Krut-
ter, senior vp/secretary; Leslie J. Baller, vp;
Marc D. Hamburg, treasurer.

Contact: John P. Giadinoto, assistant
vp-marketing.

Nautilus Insurance Co.

7273 E. Butherus Drive, Scottsdale,
Ariz. 85260; 602-951-0905;

fax: 602-951-9730
1996 1695
Gross premiums $78,353,100 $73,004,C80
Non-admitted $53,176,767  $49.408.235
Commercial risks 67.%% 87.7%
Net premiums $36,081,045 $27 842,292
Paid-in capital $7,350,088 $7,350,C88
Palicyholder
surplus $56,538,076 $50,445,222
Employees 17 114
Combined ratio 1 95.8% 97.6%
Combined ratio 2 96% 98.:%
Net income $7.546,655 36,615,950
Best's rating A A
S&P's rating AA- NA
Founded: 1985.

Parent: W.R. Berkley Corp.

Subsidiaries: Great Divide Insurance
Co., Scottsdale, Ariz.

Approved non-admitted in: All states,
excluding Arizona, North Carolina and V r-
ginia.

Admitted in: Arizona, North Carolina,
Virginia.

Officers: Armin W. Blumberg, president;
John M. Runberg, senior vp/treasurer;
Gary W. White, vp/secretary; Sleve
Franke, vp-marketing; Thomas Kuzma, v3-
underwriting.

Contact: Steve Franke, vp-marketing.

Northfield Insurance Co.

1295 Northland Drive, St. Paul,
Minn. 55120-1146; 612-688-4100;

fax: 612-688-4280
1996 1935
Gross premiums $79147,197  $79,735.83%6
Non-admitted §78.451,138 $78634.236
Commercial risks 99.1% 98.6%
Net premiums $84,116,294 $74,125556
Paid-in capita) $3.500,000 $2,500,000
Policyholder
surplus $66,737,758 $62,070437
Employees 367 330
Combined ratio 1 91.5% 97.6%
Combined ratio 2 97.8% 97 Fh
Net income $7,751,145 $6,856,755
Best's rating A+ As
S&P's rating BBBq Agq
Figures reported on a pooling basis.

Founded: 1972.

Parent: The Northland Co.

Specialties: Garage physical damage
and liability, general and professional liab I-
ity, excess automobile liability, commercial
fire, umbrella liability, inland marine.

Approved non-admitted in: All states,
excluding Massachusetts, Missouri, New
Hampshire and New Jersey.

Admitted in: Missouri.

Officers: Gene G. Gopon, chairman;
Randall D. Jones, president/CEQ; Daniel
J. Zaborsky, executive vp; Allen J. Sten-
dahl, senior vp; Gregory K. Erickson, se-
nior vp.

Contact: Randall D. Jones, 612-688-
4470.

Old Lyme Insurance Co.
of Rhode Island Inc.

175 Metro Center Bivd., Suite 10,
Warwick, R.I. 02886; 401-732-4684;

fax: 401-732-4634

1996 1995
Gross premiums $20,904,190  $13527,07
Non-admitted $9,983,556 $8,189,972
Commercial risks 94.9% 91.7%
Net premiums $20,483,643 $13,033,959
Paid-in capital $3,000,000 $1,100,000

Policyholder
surplus $24,034, 226 $21,060,108
Employees 21 5

Continued on next page
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1996
85.8%
85.8%
corme $2,458,918
rating A-
S&P's rating NA

Founded: 1985.

Parent: Kaye Holding Corp.

Specialties: Property/casualty for affini-
y groups.

Approved non-admitted in: New Jer-
ey, New York.

Admitted in: Rhode Island.

Officers: Howard Kaye, chairman;
Lawrence Greenfield, vice chairman;
Bruce D. Guthart, CEO/president; Michael
P. Sabanos, senior vp/CFO; Marc Cohen,
irst vp.

Contact: Maryann Mantia, 401-732-

4684 ext. 119.

Pacific Insurance Co. Ltd.

150 Federal St., Boston, Mass. 02110;
617-526-7600; fax: 617-526-0610

sombined ratio 1
Combined ratio 2

1996
$206,042,074
$196,632,048

95%

$97,553,420
$7,200,000

$292,054,079

$10,162,425
A+
Ar
ported on a pooling basis.
Founded: 1928.
Parent: ITT Hartford Insurance Group.
Specialties: Long haul trucking; archi-
tects and engineers E&QO; professional lia-
bility: difference-in-conditions, including
flood and earthquake, construction pro-
jects; financial and miscellaneous E&O.
Approved non-admitted in: All states,
excluding Connecticut, Hawaii, New
Hampshire and New Mexico.
Admitted in: Connecticut, Hawaii.
Officers: Ramani Ayer, chairman; Ralph
Palmieri, president; Joseph Gareau, exec-
utive vp/chief investment officer; Peter
Coghlan, senior vp; Michael O'Halloran,
vp/secretary.
Contact: Ronald E. Roy, vp; 617-526-
7762.

Paradigm Insurance Co.
9000 Wessex Place, Suite 300,
Louisville, Ky. 40222; 502-4238-5585;
fax: 502-423-1940

1996
$30,015,404
$29,904,795 $22,046,500
100% 100%
$24,995.464 $13.67"
$1,900,000 $1,900,000

$15,036,032

$(529,815)
g B++

Founded: 1987.

Parent: Tri Star Investments.

Specialties: Restaurants/taverns, arti-
san contractors, maritime, medical profes-
sional liability.

Subsidiaries: Tri Star Insurance Ser-
vices Lid., Louisville, Ky.

Approved non-admitted in: Alabama,
Arizona, District of Columbia, Florida,
Georgia, Hawaii, Idaho, lllinois, lowa,
Kansas, Kentucky, Louisiana, Maryland,
Minnesota, Mississippi. Missouri, Montana,
Nebraska, Nevada, North Dakota, Ohio,
Oregon, Pennsylvania, South Dakota,
Tennessee, Texas, Utah, Virginia. Wash-
ington, West Virginia, Wisconsin,
Wyoming.

Admitted in: Indiana.

Officers: Dave Sahni, president; Frank
Arkfeld, vp-finance; Greg Bubalo, vp-
claims; Michael Rava, vp-underwriting.

Contact: Michael Rava, vp-underwriting.

Penn-America Insurance Co.

420 S. York Road, Hatboro, Pa. 19040;
215-443-3600; fax: 800-882-8569

1996

$80,496,366 960

$40,771,589 $39.487 629
51%

$73,469,788
$3,000,000

$61,285,828
$3.000,000

Net premiums

Paid-in capital

Palicyholder
surplus $41.,664,761

Employees 99

Gombined ratio 1 94.3%

Combined ratio 2 94.3%

income $6,262,025
Bes' g A

Founded: 1976.

Parent: Penn-America Group Inc.

Specialties: Roofers, day care centers,
apartments, hotels/motels, restaurants/tav-
erns.

Approved non-admitted in: Arkansas,
Connecticut, District of Columbia, Florida,
Georgia, lllinois, Indiana, lowa, Louisiana,
Maine, Maryland, Massachusetts, Missis-
sippi, Montana, New Hampshire, New Jer-
sey, New Mexico, North Carolina, Okla-
homa, Rhode Island, South Carolina, Ten-

Your idea could he
the one that hits the
nail on the head.

nessee, Texas, Utah, Vermont, Virginia,
West Virginia, Wyeming.

Admitted in: Alabama, Alaska, Arizona,
California, Colorado, Delaware, Hawaii,
Idaho, Kansas, Kentucky, Michigan, Min-
nesota, Missouri, Nebraska, Nevada, New
York, North Dakota, Ohio, Oregon, Penn-
sylvania, South Dakota, Washington, Wis-
consin.

Officers: Jon S. Saltzman, president;
John M. DiBiasi, executive vp; Thomas J.
Reed, senior vp-claims; Rosemary Fer-
rero, vp/CFO; David Taylor, senior vp-per-
sonal lines; Ransley Lennon, vp-market-
ing.

The directory of underwriting man-
agers, managing general agents and
wholesale brokers begins on page 58.

Even the best product ideas can fade

into the woodwork if not properly

pounded into shape. RLI builds its

success on 2 foundation of innovative

ideas, and we've got the tools to make

your idea work. RLI is rated “A”

(Excellent) by A.M. Best Company, and

we're willing to look at your book of

business or simply listen to your idea.

If you're the top craftsman in your field,

we want to talk to you. Request our

Product Guidelines today and learn

how you can start building a working

relationship with RLI.

RLI

Fundamentally Innovative

9025 N. Lindbergh Drive * Peoria, IL 61615 * 800-331-4929, ext. 866 ¢ http://www.rlicorp.com
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Contact: John M. DiBiasi, 215-443-
3652.

Preferred National
Insurance Co.

210 University Drive, Suite 900,
Coral Springs, Fla. 33071;
954-752-1222; fax: 954-344-7961

1996
$12,855,771
$5,540,627
43%
$10,947,300
$3,500,000

Gross premiums
Non-admitted

$26,083,558
81.7%
81.7%
$(333,826)

B++

RLI Insurance Company ¢ Mt. Hawley Insurance Company

Founded: 1988.

Parent: Preferred National Financial
Corp.

Specialties: Restaurants/taverns, spe-
cial events, artisan contractors, office pack-
ages, commercial packages.

Approved non-admitted in: All states,
excluding Alaska, Connecticut, Delaware,
Maine, Massachusetts, Michigan, New
Hampshire, New Mexico, New York, Okla-
homa, Rhode Island and Vermont.

Admitted in: Florida.

Officers: Stephen Weicholz, president;
Albort S. Solomon, treasurer; Scott Wei-
cholz, secretary; Kenneth Sutter, Darron
Marsh, Dennis Wills, vps.

Contact: Kenneth Sutter, vp.

Continued on next page
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Reliance I_nsuranoe Co.
of lllinois

233 S. Wacker Drive, Suite 6120,
Chicago, lll. 60606; 312-655-1850;

fax: 312-876-0923

1996 1995
Gross premiums $206,765,781  $24° 458417
Non-admitted $259,948,439  $204,802.424
Commercial risks 100% 100%
Net premiums $17,185,237 $15,058,079
Paid-in capital $4,100,000 $4,100,000

Policyholder
surplus $36,248,196 $28,5171,283
Combined ratio 1 110.0% 101.4%
Combined ratio 2 110.2% 101.5%
Net income $1,777,675 $3.272.204
Best's rating Ap Ap
S&P's rating A A

Figures reported on a pooling basis,

Founded: 1972.

Parent: Reliance Insurance Co.
Specialties: Professional liability, archi-

tects and engineers.

Approved non-admitted in: All states,
excluding lllinois.

Admitted in: llinois.

Officers: Robert Cooper Olsman, chair-
man/president; Dennis A. Busti, senior vp;
Jerome Harris Carr, senior vp/treasurer/
CFO; Kenneth R. Frohlich, senior vp/chief
actuarial officer; Linda S. Kaiser, senior
vp/general counsel/secretary.

Safety National Casualty Corp.

2043 Woodland Parkway, St. Louis,
Mo. 63146; 314-995-5300;

fax: 314-995-6847

1996 1995
Grass premiums $69,308,812 $78,438,529
Exzess liability 7% 9%
Admitted 99.9% 99.9%
Net premiums $66,309,111 $76,014,942
Paid-in capital $5,000,000 $5,000,000

Pclicyholder
surplus $139,835,615  $121,924,558
Employees 78 79

Excess 'iability 13 14
Combined ratio 1 103.5% 106.6%
Combined ratio 2 96.1% 99.4%
Net income $23,451,132 $20,035429
Best's rating R A
S&P's rating A A

Founded: 1942.

Parent: Delphi Financial Group.

Specialties: Municipalizies, school dis-
tricts, hospitals, nursing homes, light man-
ufacturing, government entities, group self-
insureds.

Admitted in: All states.

Officers: Terrence T. Schoeninger,
president; C. Donald Ainsworth, executive
vp; Duane A. Hercules, treasurer; Jeffrey
W. Otto, secretary; Mark-A. Wilhelm, se-
nior vp-urderwriting.

Contact: Donald L. Wilson, government
relations manager.

St. Paul Surplus Lines
Insurance Co.
385 Washington St., St. Paul, Minn.
55102; 612-310-7911; fax: 612-310-8951

1996 1935

Gross premisms $166,586,172  §$192,534,814

Non-admitted $131,349,802  $160,835,176
Commercial risks 100% 100%
Net premiums $35,236,369 $31,696,638
Paid-in capital $4,100,000 $4,100,000
Policyholder

surplus $73,401,548 $64,128,959
Combined ratio 1 1M.%% 102.6%
Combined ratio 2 102.6% 103.3%
Net income $9,266,611 §7,887 669
Best's rating A+ A+
S&P's rating MA ARA

Figures reported on a pooling basis.

Founded: 1974.

Parent: St. Paul Fire and Marine Insur-
ance Co.

Approved non-admitted in: All states,
excluding Delaware. Also approved in
Puerto Rico and the Virgin Islands.

Admitted in: Delaware.

Officers: Douglas Leatherdale, chair-
man/CEQ; Janet R. Nelson, president/
COO; Patrick A. Thiele, executive vp/CFO;
Edward M. Gerber, assistant corporate
secretary; Donald J. Swanson, vp/treasur-
er.

Contact: Dave Baughman.

The directory begins on page 39.
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At American Custom, doing things right is a cornerstone of our
company. Thats why so many of our clients have been with us for
over 25 years. We do what's necessary to successfully meet their
specialty insurance reeds. We don't give stock answers to com-
plex questions. And we don't bail out when the going gets tough.

American Custom is part of the Great American Insurance
Companies, rated A Xl by A.M. Best, a solid team that provides
financial strength and long term stability.

Are you looking for people you can count on? Try American
Custom for your specialty insurance needs.

AMERICAN CUSTOM

A Member of the

INSURANCE SERVICES®, INC.

Great American Insurance Companies®

Los Angeles 213.937.8600 Fax 213.937.0174 » Chicago 312.427.7200 Fax 312,427.1655 License # 0809730

Integrity.

It’'s an
American
Custom.
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Scottsdale Insurance Co.
8877 N. Gainey Center Drive,
Scottsdale, Ariz. 85258;
602-948-0505; fax: 602-483-6752

1996 1995
Gross premiums $1,146,643,486  §1,160,855368
Non-admitted $522,109,042  $544,101.028
Commercial risks 88.9% 91 6%
Net premiums $323.980,100  $305,706.248
Paid-in capital $6,027,200 $6,027.200
Policyholder
surplus $192,819.964  $182,829817
Employees 1,066 1059
Combined ratio 1 111.8% 113.5%
Combined ratio 2 12.3% 113.5%
Net income $8,517,936 $5,024 180
Best's rating A Asp
S&P's rating AA AA
Figures reported on a pooling basis.

Founded: 1982.

Parent: Nationwide Mutual Insurance
Co.

Subsidiaries: National Premium & Ban-
efit Administration Co., Scottsdale Surplus
Lines Insurance Co.

Approved non-admitted in: All states,
excluding Arizona, Delaware, Ohio and the
District of Columbia.

Admitted in: Arizona, Delaware, Ohio.

Officers: Roger M. Williamson, presi-
dent; Gordon E. McCutchan, secretary;
Michael D. Miller, treasurer.

Contact: Arlan G. Oliva, assistant vp/
controller.

Starr Excess Liability
Insurance Co. Ltd.

29 Richmond Road,
Pembroke HM 08, Bermuda;
441-295-7827; fax: 441-292-8099

1996 1995
Gross premiums $109,557,000  $100,69¢,000
Non-admitted $109,557,000  $100,69¢,000
Commercial risks - 100% 100%
Net premiums $108,458,000  $100,69¢,000
Paid-in capital $199,500,000 £99,500,000
Palicyholder
surplus $263,237,000  $135,647,000
Employees 22 22
Combined ratio 1 96.7% 95.5%
Net income: $28,801,000 $21,709,000

Founded: 1994.

Specialties: Excess liability, D&O, pro-
fessional liability.

Officers: Joseph C.H. Johnson, chair-
man/president/CEO; Clinton N. Greene,
senior vp-marketing; Michael L. Bouris, se-
nior vp-underwriting; David A. Balmuth, vp-
claims counsel; Geoffrey J. Smith, vp-un-
derwriting.

Contact: Clinton N. Greene.

Steadfast Insurance Co.
1400 American Lane, Schaumburg,
Ill. 60196-1056; 847-605-6000;
fax: 847-605-6011

1996 1995
Gross premiums $360,091,513  $356,144,362
Non-admitted $328,396,607  3327.121585
Commercial risks 100% *00%
Net premiums $32,531,224 $27,652,364
Paid-in capital $4,100,000 $4,100,000
Policyholder .
surplus $75,680,250 $49,463.273
Combined ratio 1 120.8% 1129%
Combined ratio 2 NA 113.2%
Net income $250,862 $313,654
Best's rating A+ A+
S&P's rating AR+ AAA

Figures reported on'a pooling basis.

Founded: 1988.

Parent: Zurich Insurance Co.

Specialties: Environmental, profession-
al liability, railroads, primary surplus lines,
architects and engineers.

Approved non-admitted in: All stetes,
excluding Maine and South Carolina. Also
approved in Puerto Rico.

Admitted in: Delaware.

Officers: Constantine P. lordanou, gres-
ident/CEO; Loren J. Alter, vp/treasurer;
Ronald A. Anderson, vp; David A. Bowers,
vp; H. Donald Hanson, vp/actuary.

Contact: Tom Routson, 212-748-2313.

Tudor Insurance Co.
400 Parson's Pond Drive,
Franklin Lakes, N.J., 07417-2600;
201-847-8600; fax: 201-847-1010

1596 1995

Gross premiums $26,340,162 $21,066,931
Non-admitted $20,888,175 $15,852 462
Commercial risks 98.4% 99%
Net premiums $8,594, 886 $8,085383
Paid-in capital $4,200,000 $4,200,000

Continued on next page
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surply $29,143,202

! 181

119.8%

103.4%

$3.861,392

A+

Ag

Founded 1979

Parent: Western World Insurance Co.

Specialties: D&O liability; architects and
engineers liability; electronic data process-
ng E&O; specialty professional liability
hard-to-place, difficult accounts).

Approved non-admitted in: All states,
excluding New Hampshire.

Admitted in: New Hampshire.

Officers: Andrew Frazier, president;
Robert Livingston, executive vp-opera-
ions; Thomas Mulligan, Stephen Gerst-

an, senior vps, Gary Resman, Terrye
Rumsey, Lynn Rupp, Kenneth Labar, vps.

Contact: Nick Hudson.

U

nited Capitol Insurance Co.
400 Perimeter Center Terrace,

Suite 345, Atlanta, Ga. 30346;
770-677-0330;fax: 770-399-0771

1996 1995
$45.103,264 $21,808,948
$44,048.952
$25,930.813

$4,100,000

$53,355,929

$4,856,903
A-
a A+

Founded: 1986.

Parent: Frontier Insurance Co.

Specialties: Asbestos abatement con-
ractors, environmental remediation con-
ractors, environmental consultants, site
pollution liability, commercial/general prod-

cts liability.

Subsidiaries: Olympic Underwriting
Managers Inc., Columbia, Md.; Fischer Un-
derwriting Group, Paramus, N.J.

Approved non-admitted in: All states,
excluding Arizona, lllinois, New Hampshire
and Wisconsin.

Admitted in: Arizona, lllinois, Wiscon-
Sin.

Officers: Harry W. Rhulen, chairman/

EO; James W. Satterfield, president;

teven S. Zeitman, executive vp; Gerald J.

teimers, senior vp.

Contact: Steven S. Zeitman.

United National Insurance Co.

3 Bala Plaza East, Suite 300,
Bala Cynwyd, Pa. 19004; 610-664-1500;
fax: 610-660-8882

Busmess
Insurance.

o DIRECTORIES o

IN-PUBLICATION

DIRECTORIES

Business Insurance publishes
more than 20 comprehensive in-
publication directories during the
year, making access to services
and suppliers easy. Providi
tailed listings of firms in special-
ized areas, Bl's directories give
readers a direct route to better

1996
$270,148,508
$195,765.451

97%

$77,807,064
$5,000,000

$196,175,542

$19,826,361
's rating A+

Founded: 1960.

Parent: American Manufacturing Corp.

Specialties: General liability, fire, jewel-
er's block, specific excess liability, liquor li-
ability.

Subsidiaries: Diamond State Insurance
Co., Bala Cynwyd, Pa., Hallmark Insur-
ance Co. Inc., Bala Cynwyd, Pa.

Approved non-admitted in: All states,
excluding Pennsylvania. Also approved in
Puerto Rico and the Virgin Islands.

Admitted in: Pennsylvania.

Officers: Raymond L. Freudberg, chairman;
Seth D. Freudberg, president/CEO; Kevin L.
Tate, Robert Cohen, Richard S. March, senior
vps.; Daniel J. Kelleher, treasurer.

Contact: Daniel J. Kelleher, treasurer,
610-660-6863.

Westchester Specialty Group

6 Concourse Parkway, Suite 2500,
Atlanta, Ga, 30328; 770-393-9955;
fax: 770-393-0888
1996
$257.774,181
90%
90%
$125,037,476
$9,250,000

$151,894.811
$9,250,000

Net prE'Tl Lms

urDIL $343,240,617

Empla 21

Exc bility 221
Combmed ratio 1
atio 2

Founded: 1993.

Parent: Talegen Holdings Inc.

Subsidiaries: Industrial Underwriters In-
surance Co., Westchester Fire Insurance
Co., Westchester Specialty Insurance Ser-
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vices Inc., Westchester Surplus Lines In-
surance Co.

Admitted in: All states. Also admitted in
Puerto Rico and Guam.

Approved non-admitted in: All states,
excluding Colorado, Georgia, Mas-
sachusetts, Minnesota, New Hampshire,
Rhode Island. Also approved in the Virgin
Islands

Officers: Dennis Reding, chairman/
president/CEQ; John Intondi, senior vp-
claims; John Edack, senior vp-casualty;
Robert Gaffney, CFO/treasurer; Marshall
Turner, senior vp-property.

Contact: Dennis Reding.

Western World Insurance Co.

400 Parson’'s Pond Drive,

Franklin Lakes, N.J. 07417-2600;
201-847-8600; fax: 201-847-

1996
$70,229,303
$51,758,682

97%
$52,353,528

$8200,000 58200000

§134,066,697  $126452,012
181
100.9%
103.4%
§11,109,052

Founded 1%4

Parent: Western World Insurance
Group.

Specialties: General liability, profes-
sional liability and miscellaneous malprac
tice.

Subsidiaries: Stratford Insurance Co.,
Tudor Insurance Co.

Approved non-admitted in: All states,
excluding New Hampshire and New York.

Admitted in: New Hampshire, Ne
York.

Officers: Andrew Frazier,
dent; Robert Livingston, executive vp
operations; Thomas Mulligan, Stephen
Gerstman, senior vps; Gary Resman, Ter-
rye Rumsey, Lynn Rupp, Kenneth Labar,
vps.

Contact: Thomas Mulligan, senior vp. IZ]]
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... then one day
we discovered

First State

Tremendous range of products

; and ideas. Quality service from
management techniques and

climinate frustrating hours re-

searching services and suppliers

available in the marketplace. For

a listing of BI's in-publication di-

rectories. call:

Directory Information:
312/649-5398

top to bottom. Experience in all
kinds of risks - from transporta-
tion to construction to health
care facilities to professional

liability. Value you don't find
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INTRODUCINC

A UNIQUE CONCEPT IN DISABILITY CLA

Fortis Benefits introduces the WillReturn™ scale, a revolutionary tool for
customizing disability claims service to the needs of employees with disabilities.
Composed of the Return-to-Work scale, and the Will-to-Work
indicator, WillReturn™ provides @ unique blend of demographic and
psychographic information that a.lows for efficient and effective disability

www.us faortis.com

claims management. Developed in conjunction with The Menninger
Clinic, the Return-to-Work scale takes a scientififetnd statistical approach.
Using information such as demogmphicsféause of disability and type of
disease or injury, the scale predzcts the - Iffelihood of an individual’s
rehabilitation success.

Insurance contracis are issued and underwritien Sy Fortis Beelits insuraacs Company, Kansas Gity, MO and Woodbuy, MN; and in Mew Yark State, First Fortis Lite Insurance Company, Syracuse, MY.

©1897 Fortis, Inc. Fortis® and Horiés ® are service marks ¢f Fortis AMEY and Fortis AG.



WILLRETURN®™.

IS MANAGEMENT — ONLY FROM FORTIS.
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developed in partnership with The Gallup Organization. Using profiles
based on claimants’ attitudes, feelings, will-power and behavior, claims
management can develop a personalized rehabilitation strategy for each

claimant which plays to their strengths and compensates for their weaknesses.

|
The program’s second component, the Will-to-Work indicator, was

Take advantage of the WillReturn™ program, yet another example
of Fortis Benefits’ commitment to innovative disability cost management.
It does more for your employees with disabilities, and more for your
bottom line. For more information, call your broker, or call Fortis -

Benefits today at [NV ESICEE YREN

vorlis

SOLID ANSWERS FOR A CHANGING WORLD®
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Consolidation making wholesaler’s

Swett & Crawford
Group
21650 Oxnard St., Suite 1620

Woodland Hills, Calif. 91367:
818-227-3419; fax: 818-227-3410

1996
Premium volume . $607,503,000 $5
<. $50,089,000  §

Gross revenues

stated.
Fiscal year ends Sept. 30.

=Sl ——————————=—""0)

As part of Swett & Crawford
Group’s integration intec Aon
Group Inc., the wholesaler will
pass on $150 million to $200 mil-
lion in premium volume to other
surplus lines units of its new par-
ent company, said David R. Har-
toch, Swett & Crawford’s new
president and chief executive offi-
cer.

The divestiture of offices to oth-
er Aon units and the accompany-
ing loss of premium velume could
cause Swett & Crawford to lose its
current spot as the nation’s largest
insurance wholesaler, Mr. Hartoch
said. But Swett & Crawford is
planning to hire producers and
boost the size of its remaining of-
fices and the premium volume
they generate.

Mr. Hartoch took the reins of
Swett & Crawford after Acn dur-
chased its parent, Minet Group, in

In the teeth of the gale, you'll

April, ending the uncertainty fol-
lowing The St. Paul Cos. Inc.’s
earlier announcement that it in-
tended to sell Minet (BI, April 14).
Mr. Hartoch was president of
Aon-owned wholesaler Sherwood
Insurance Services.

The integration process is ex-
pected to be complete by year’s
end, when Swett & Crawford will
wind up with 21 offices, seven
fewer than it had before Aon
bought it. As part of that integra-
tion, Swett & Crawford’s Califor-
nia offices in Irvine, San Francis-
co and Woodland Hills will be
tolded into Sherwood Insurance
Services’ offices. A Swett & Craw-
ford office in Chicago is combin-
Ing with Insurance Brokers Ser-
vices Inc., a Chicago-based unit of
Aon. Swett & Crawford offices in
Paramus, N.J., and Madison, Wis.,
will close.

AUSCO Inc., the seventh office,
a Chicago underwriting facility
for directors and officers liability
and professional liability cover-
ages, also will operate indepen-
dently as a unit of Aon Specialty
Group Inc.

Business fit and real estate lo-
gistics determined the merging
and shifting of offices, Mr. Har-
toch said.

Meanwhile, the proportion of
business Swett & Crawford sees
from Aon is expected to remain
stable. Less than 5% of its busi-
ness has come from Aon, while
about 80% comes from indepen-

dent retailers.

“I think our Aon business will
increase with the same proportion
as the rest of our business increas-
es,” Mr. Hartoch said.

The premium volume passed on
to other Aon units means Swett &
Crawford could move down in
Business Insurance's rankings
next year, while Aon’s Sherwood
Insurance Services could move up
the list, he said.

In BI's rankings this year, based
on 1396 premium volume, Swett &

Development and sales of the
product were helped along by re-
cent news stories relating to food-
borne illnesses, such as E. coli
found last month in ground beef
produced by Hudson Foods Inc.
(BI, Aug. 25).

“It’s just a product that has
come together at the right time,”
said Daniel V. Colacurcio, execu-
tive vp for Swett & Crawford in
Los Angeles. The coverage is un-
derwritten at Lloyd’s of London
with limits of up to $50 million.

s

The divestiture of offices to other Aon units
and accompanying loss of premium could
bump Swett & Crawford from its current
spot as the nation’s largest wholesaler.

I 4200909090900

Crawford remains at the top. To-
tal premium volume last year rose
to $607.5 million from a restated
$589.6 million in 1995. Gross rev-
enues in 1996 grew to $59.1 mil-
lion from $57.5 million the year
before.

Swett & Crawford’s premium
total Zor 1996 received a boost
from successful programs such as
coverzge for loss of sales due to
food-borne illness, Mr. Hartoch
said. The coverage was introduced
in 19935 for restaurants and now is
availasle for food manufacturers.

Late in 1996, Swett & Crawford
also began placing coverage for
racing teams that participate in
the National Assn. for Stock Car
Auto Racing. The coverage is
placed with St. Paul and includes
general liability and property cov-
erage for the locations where the
cars are housed and maintained. It
also includes coverage for trans-
portation of the vehicles to and
from the race tracks and contin-
gent liability for the team.

Swett & Crawford entered that
market late last year when many

thank your stars vou have a sccady hand ac the riller,

perch precarious

of the racers already had signed
insurance contracts. The whole-
saler expects to see increased sales
of the product this year.

“We hope that with the experi-
ence gained with writing just a
few of the vehicles this past year,
and now with the knowledge that
we are now one of two major mar-
kets that are involved with tais,
that we will have a very successful
sign-up in the coming year,” Mr.
Colacurcio said.“We want to be a
major player in this business.”

Earlier this year, Swett & Craw-
ford also began placing coverage
for race cars other than those that
participate in NASCAR. The cov-
erage is for physical damage waile
the cars are being raced, and cov-
erage for the cars’ value is written
by Stamford, Conn.-based Gener-
al Star Indemnity Co.

Still, Swett & Crawford’s 1997
premium volume is expected tc to-
tal about $580 million, a decrease
from 1996 attributable to St
Paul’s spinoff and the integration,
Mr. Hartoch said.

“Some of these divestitures Fave
already happened,” he said. “For
example, Chicago and Irvine have
already taken place, so we don't
have the benefit of their revenue. |
Part of it is the problem that i
Swett & Crawford was on the
market, so to speak, and that
doesn’t create great morale,” he
said.

Lower morale also has slowed

Continued on next page |

And you'll find that
hand at R.E. Maoulton,
one of America’s truly
greal MGUs, offering
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make sure you
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the creation of new programs
Swett & Crawford has relied on to
keep premium volume up in a soft
market. But, with the integration
process nearly complete, the
wholesaler is working to create
programs.

For example, Swett & Crawford
is negotiating with an insurer to
provide quake coverage for high-
value homes. Mr. Hartoch de-
clined to identify the insurer.
Swett & Crawford also is working
to make General Star Indemnity
Co. an additional market for em-
ployment practices liability cover-
age. The additional capacity
should benefit policyholders, Mr.
Hartoch said.

Plans call for General Star to
write the coverage while relying on
Swett & Crawford’s expertise for
program development, marketing
and underwriting services.

“I think that is one of the ways
this business is changing,” he said.
“Insurance companies are looking
to outsource expertise to firms
such as Swett & Crawford to de-
velop, market and underwrite pro-
grams on their behalf. That has
been done on a smaller scale be-
fore, but it is happening quite a bit
now.”

Primary limits of $1 million and
excess limits of $25 million will be
available under the new General
Star EPL coverage, Mr. Colacurcio
said. The coverage is expected to
be available in 30 to 60 days.

With the acquisition of Swett &
Crawford, Aon now has a national
surplus lines distribution system it
plans to infuse with support, Mr.
Hartoch said. For example, new
computer technology will help
Swett & Crawford producers mar-
shal the company’s resources and
respond quicker to retail cus-
tomers, which in turn will benefit
policyholders, Mr. Hartoch said.

“I have been to 15 offices in the
last eight weeks,” Mr, Hartoch said
late last month.

“I think the morale generally is
very high. People are excited about
Swett & Crawford and some of the
changes.”

The wholesaler’s producers are
“really crying for technology, be-
cause Swett & Crawford has been
operating sort of with one hand
tied behind its back. They have not
had the proper technology and
equipment. They are going to have
it,” said Mr. Hartoch.

Aon also owns regional whole-
saler Bryson Associates Inc. in
Jenkintown, Pa.; and J.H. Blades &
Co. Inc., a Houston-based whole-
saler specializing in energy busi-
ness.

But the Aon wholesalers will re-
main separate and compete against
each other, because surplus lines
brokers operate most efficiently as
flexible, smaller, competitive units,
rather than as behemoths, Mr.
Hartoch said.

Swett & Crawford’s specialties
remain the same as last year. They
include transportation; property
and difference-in-conditions in-
surance; construction contractors
general liability; D&O, E&O and
professional liability; and pro-
grams for energy-related compa-
nies, such as pipeline contractors,
drillers and service contractors,
and for contractors working in
petroleum chemical companies.

The wholesaler’s top markets,
which are not expected to change,
include: American International
Group Inc., Chubb Corp., CNA In-
surance Cos., Lloyd’s of London,
Reliance Group and The St. Paul
Cos. Ine.

Swett & Crawford is a member
of the AAMGA and the NAPSLO.

—By Roberto Ceniceros

*

Crump Insurance
Services Inc.

7557 Rambler Road, Suite 350
Dallas, Texas 75231;
214-265-2660; fax: 214-265-2661
Internet: www.crumpins.com

1996 1995

Premium volume. . . $522,550,000  $520,000,000
Gross revenues. . .. .. $38,669,000 $38,700,000
Employees. .. .............. 339 319
Commercial lines. . .......100% 100%
Admitted business .., .. .... 40% 40%
Non-admitted. ............ 60% 60%

—e=——n

Crump Insurance Services Inc. is
seeing a payoff in its aggressive re-
sponse to the challenge of generat-
ing growth in a soft market.

New products and programs were
a big reason Dallas-based Crump
was able to show an increase in pre-
mium volume as surplus lines mar-
keters and underwriters continue
the fierce battle for new accounts.

Growing in the soft market
means finding “new ways to write
business,” said Marcus Payne,
Crump’s president and chief oper-
ating officer. “You have to find new
areas, new opportunities to be in.”

Crump Insurance Services was
known last year as Price Forbes
North America. Since then, parent
Sedgwick Group P.L.C. sold rights
to the Price Forbes name and as
part of that deal agreed to no longer
use it in the United States.

That means the units that previ-
ously made up Price Forbes North
America now operate under the
banner of Crump Insurance Ser-
vices.

Crump’s wholesale operations
and the other divisions generated
1996 premiums up slightly from
1995,

Premium volume in 1996 crept up
0.5% to $522.6 million. The increase
comes after a 3.9% drop in 1995.

Gross revenues were off a frac-
tion in 1996, dipping to slightly be-
low $38.7 million.

Crump’s performance keeps it in
the No. 2 spot among wholesalers,
the same position Price Forbes
North America occupied last year.

The premium increase comes de-
spite the loss of premiums from two
units: Sedgwick International Mar-
keting Services Inc. and Southern
Marine & Aviation Ine.

Sedgwick International Market-
ing Services, the New York-based
wholesaler of “reverse-flow” busi-
ness, now is part of the Sedgwick
Group operation.

Southern Marine & Aviation Inc.,
Crump’s Houston-based energy
unit, continued to see premiums dip
in a competitive market. SMAI
recorded 1996 premiums of $43.4
million, an 18% decline from 1995.

A strong performance by Crump’s
wholesale brokerage operations
helped boost the 1996 numbers.

Separate from the smaller units,
Crump Insurance Services itself
recorded premiums of $450 million
last year, a 10.5% rise from 1995.
Through June of this year, the
wholesaler has posted $250 million
in premium writings.

“We're having a very good year,”
said Orville D. Jones, chairman and
chief executive officer of Crump.
The first half total compares with
$212 million written during the
same period in 1995,

Crump is seeing success with new
packages such as one it recently in-
troduced for gun dealers.

Written exclusively by CNA In-
surance Cos., the coverage offers
commercial general liability cover-
age to gun dealers, gunsmiths and
gun ranges. Limits up to $5 million
are available, and property insur-
ance can be purchased as part of
the program.

“We expect that it will bring in
some significant accounts,” said

Mr. Payne, noting that one large
gun dealer already has signed on.

Crump also has stepped up ef-
forts to bring in more professional
liability accounts by establishing
departments in existing offices in
New York and Dallas to concen-
trate on that business.

New producers were hired to ser-
vice those accounts, focusing par-
ticularly on errors and omissions
and directors and officers liability
risks.

Adding to the producer ranks
helped push Crump’s employee ros-
ter to 339 at the end of last year, up
from 319 in 1995.

Crump continues to compete for
other business that increasingly
moves to admitted insurers as the
soft market continues apace. Um-
brella liability business is a partic-
ular favorite of competitors in the
standard market.

While umbrella writings make up

about 9.5% of Crump'’s total book

of business, it has become “more of
a standard-lines coverage than it
used to be,” according to Mr. Payne.

“Every line of coverage is very
competitive,” he said, and not only
on the casualty side. Competition
for property business has heated up
as well.

Earthquakes and hurricanes
boost those rates for a time, but
“the further away you get from the
last natural disaster, the softer the
market gets,” he said.

Crump placed 40% of its business
in the admitted market last year,
with the remainder going to non-
admitted insurers. Those percent-
ages are unchanged from 1995.

Soft market conditions aren’t
likely to change soon, Mr. Jones
noted. Insurers are making record
profits, and “there’s so much capi-

tal available, everybody’s going af-
ter market share, and I don’t see it
changing,” he said.

At a time when hanging on to
business is especially important,
Mr. Jones said Crump consistently
retains 65% to 70% of its accounts.
Less than 30% of its business
comes from Sedgwick’s retail oper-
ations.

Part of the wholesaler’s strategy
for adapting to the soft market is to
look outside the mainstream for
business.

To that end, Crump is high on its
new Alternative Risk Programs Di-
vision, a unique arrangement creat-
ed last year as the exclusive mar-
keter for a Bermuda-based rent-a-
captive.

The division offers insurance for
all lines. Coverage is written primar-
ily by Star Insurance Co., a member

Continued on next page
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of Meadowbrook Insurance Group.

The coverage is reinsured by Bermu-
da-based Transglobal Insurance Ltd.

The arrangement allows policy-
holders to enjoy some of the benefits
provided by captive insurers, such as
low administrative costs and the abil-
ity to recoup some premiums if loss
experience is favorable, without the
expense and work of establishing a
captive.

Three programs, called COMPASS
I, I and III, are available through the
facility. One is written for individual
risks, and another is available to
groups and associations. A third pro-
gram is available to agents, brokers
and managing general agencies that
want to provide coverage to existing
clients while realizing a greater return
than is generally available from com-
missions.

On an annualized basis, the Alter-
native Risk Division is generating
about $20 million in premium volume,
according to Mr. Jones.

The division has “an awful lot of
potential for growth,” he emphasized.

Mr. Jones believes SMAI eventually
will contribute an increasing amount

of premium volume to Crump’s year-
Iy total.

Although SMAT's premium volume
has decreased steadily in recent years,
1997 is looking brighter, according to
Mr. Jones. “They're having a very
good year this year. We're very happy
with their results.”

Energy market factors and the
runoff of Americas Insurance Co., a
Sedgwick Group unit, has hurt SMAI
in recent years. SMAI held MGA and
underwriting management agree-
ments with Americas.

Mr. Payne pointed out that SMAT's
operations in Houston and New York
are “both doing very well” in bringing
in new cargo business. The New York
office “just picked up a significant na-
tional account,” he added.

Cargo owners and shipowners can
purchase up to $40 million in cover-
age for a single loss incurred aboard a
single vessel. The coverage is written
through an underwriting manage-
ment agreement with Dallas-based
Gulf Insurance Co., which in turn
shares the risk with insurers in Lon-
don.

Mr. Jones pointed out that factors
affecting the energy industry have

The Outdoorsman Agency is
a leader in managing specialty
nsurance programs for
outdoor-oriented businesses.

Eligible operations include:
big game hunting outfitfers,
coastal and inland fishing guides,
sporting lodges, canoeing and
backpacking guides, wingshooting
preserves and
Sporting

Clays,

Outdoorsman Agency,
PO Box 6988, Columbia, SC 29261

General Liability
Outdoor Specialty Risks

Programs for

private hunting clubs ... and
many.more.

Independent agents seeking
stable, admitted markets for
outdoor professionals are
invited to call or write for
information.

Contact Steve Murray or
Andrew Woodham today to
discuss the Outdoorsman
advantage we can offer you
and your clients.

800-849-9288
Fax 803-799-6609

made it tough for SMAI to generate
new business. Competition for energy
accounts is coming from several areas.

“I don’t think anything that is hap-
pening in the energy field right now is
going to help anybody in the whole-
sale business,” he remarked. Mergers
and acquisitions have trimmed the
number of accounts, and major bro-
kers are bypassing wholesalers by es-
tablishing their own energy depart-
mens, which are finding coverage in
the admitted market, Mr. Jones noted.

“It’s unbelievable how competitive
the energy rates are right now,” he
said. “In the U.S. and London, it's
very, very competitive.”

In addition, “the major energy com-
panies are taking on more and more
risk themselves and not buying near
as much insurance as they were buy-
ing,” Mr. Jones said. “Even though
premiums are lower and lower, we
still see them taking m.ore self-insured
risks, which is driving rates down
even lower.”

While rates are dampened, Crump’s
enthusiasm for growth is not.

“We're going to continue with an
aggressive growth strategy,” Mr.
Payne said. “That’s really been the se-
cret to our success over the years.
We've always felt that we could grow”
no matter the state ot the market, he
added.

One avenue of growth could steer
Crump into premium financing, Mr.
Payne said. “Right now our premium
financing is passed on to whoever's
out there.”

While growth through acquisition is
possible, it isn't a priority for Crump.
“We're open to acquisitions, although
we're not out in the marketplace look-
ing <o buy,” Mr. Payne noted. “If the
right acquisition comes along, we're

| willing to do that.”

Crump always is searching for good
talent to help grow its operations, Mr.
Payne pointed out. “We're going to
continue to have an active recruit-
mer.t program, which has been a cor-
nerstone. We look for the best people
that are available.”

In addition to Messrs. Payne and
Jones, Patrick R. O'Brien is executive
vp and chief financial officer.

Crump is a member of NAPSLO
and AAMGA.

—By Michael Bradford

*

Tri-City Brokerage
Inc.

50 California St., Suite 2000
San Francisco, Calif., 94111
415-986-5050; fax: 415-986-5004
Internet: www.tricityins.com

1996 1995
Premium volume . $454,850,811  $476,592,944
Gross revenues®. .. $31,200,000 $31,200,000
Employees ... ... ....... 186 178
Commercial lines ... ... 100% 100%
Admitted, . ............. 80% 80%
Non-admitted. , ... . ..... 20% 20%

* Bl estimate.

Officials of Tri-City Brokerage
Inc. are far from worried about the
impact of brokerage consolida-
tion, President John G. Hahn says.

In fact, “we believe they've
worked to our advantage,” he
said. “We couldn’t have had the
cards be dealt any better for us.”

Tri-City's position as the largest
and one of the only independent
national wholesalers “gives us a
relative advantage with our target
base with the independent agents
and brokers,” he said.

Despite the disappearance of
many retail brokers, “there’s plen-
ty for us to grow with,” said Mr.
Hahn, who noted Tri-City works
with 2,000 agents and brokers.
Less than a quarter of Tri-City’s
business now comes from the al-
phabet houses, he added.

And Tri-City’s position as an in-
dependent wholesaler will not be
compromised by a deal with Cen-
tre Reinsurance Co. Litd., which is
buying a “less than 10%" equity
interest in the wholesaler for an
undisclosed sum.

That deal will “provide us with
the capital to actively develop new
businesses,” particularly manag-
ing general agency and program
business, but will have no impact
on Tri-City’s relationship with its
other markets, said Mr. Hahn.
“We intend to continue to spread
our business among carriers we
did business with on a traditional
basis.”

In 1996, Tri-City had $454.9
million in premium volume, down
4.6% from $476.6 million in 1995.
However, Business Insurance esti-
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mates Tri-City’'s 1996 revenues re-
mained $31.2 million.

For the first six months of 1697,
premium volume totaled $218 mil-
lion, down 9.2% from $240 million
in the year-earlier period.

Mr. Hahn had expected the de-
cline since last year, after a team
that had worked on Fortune 1,000
property accounts and had dealt
primarily with alphabet houses
left to form its own boutique oper-
ation. Mr. Hahn said the parting
was amicable.

Tri-City expects premium vol-
ume to be flat this year largely be-
cause of the loss of this business.
“We’'re writing a significant
amount of new business to make it
up,” said Mr. Hahn.

The wholesaler also is contend-
ing with the soft market, however,
“I see no end in sight,” he said,
though “I'm not sure it could go on
forever.”

To adjust to the soft market,
“we’re continuing with our diver-
sification strategy, becoming more
of a broad-based distributor” and
provider of specialized expertise.
These diversification efforts are
offsetting “the effects the market-
place is having on our core broker-
age areas,” he said.

Tri-City is diversifying as well,
noted Mr. Hahn. For instance, out
of new office on New York’s Long
Island, Tri-City has launched an
employee benefit operation, Tri-
City Benefits L.L.C., that will de-
velop benefit plans for small to
midsize companies.

“Our strategy here is to provide
outstanding expertise” to ag=nts
and brokers that do not have in-
house benefit capabilities that the
brokers can pass on to their
clients, explained Mr. Hahn.

Some of its new efforts are in
marine and energy, where Tri-City
has brought over an Aon Corp.
team of people “who have a na-
tional reputation in this field,” he
said. Tri-City hopes to expand this
business nationwide.

Tri-City also is entering into
joint ventures with retail brokers
where the wholesaler can provide
expertise. For instance, in its Inte-
grated Risk Services joint venture
with The Hobbs Group, Tri-City is
providing its wholesale capabili-
ties to the retail broker.

The company also has founded
Tri-City Capital Markets with pri-
vately held Castlebridge Partners,
a Chicago-based investment bank.
“Our focus there is to provide con-
sulting and market expertise with-
in the insurance market and tke fi-
nancial marketplace,” said Mr
Hahn.

The program will provide
“blended insurance and financial
market solutions for companies
that have balance sheet issues.” he
said. Tri-City’s intention is to help
agents and brokers who may no-
have that expertise in-house.

Tri-City continues to be active
in the managing general agancy
business, as well. This includes an
arrangement with General Star
Indemnity Co. under which Tri-
City, through Jersey City, N.J., op-
erating unit Five Star Managers,
writes up to $10 million in direc-
tors and officers liability coverage
for executives of companies con-
ducting initial public offerings as
well as start-up companies in high
technology, biotechnology and
other sectors.

“It's gone great,” said Mr. Hahn,
adding he expects the amount of
premium written under the pro-
gram to more than double this
year from $7 million last year

Another Five Star program pro-
vides $5 million of professional li-
ability coverage for lawyers, ar-
chitects and engineers. Th=

Continued on next pagz
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program, underwritten by Lloyd’s of
London syndicates, also covers mis-
cellaneous classes of professionals,
such as management consultants.
“That’s going pretty well,” said Mr.
Hahn. He expects the program will
boost its premium volume by 50% to
$3 million this year.

Another recent Five Star program
with General Star is a liability pro-
gram for intellectual property risks,
with an emphasis on the software in-
dustry. The program has a $5 million
limit.

Tri-City also has the managing
general agency program with two
members of the Zurich-American
Insurance Pool that is designed to
protect the 401(k) assets of U.S.
workers through Fiduciary Benefit
Investors Corp. bonds. These bonds
guarantee the deposits of plan con-
tributions, excluding investment
peaks and wvalleys, and protect
against misappropriation of plan as-
sets on behalf of a sponsor organiza-
tion. The available bond limit is $25
million for each plan or sponsor cor-
poration.

The array of other Tri-City pro-
grams includes those designed to ad-
dress the needs of waste haulers,
long-term care facilities, auto deal-
ers and to help consolidate agencies’
workers compensation business.

Tri-City has opened two offices,
including cne in West Palm Beach,
Fla., to capitalize on economic
growth in that region.

It also opened an office in Haup-
pauge, N.Y., which “continues to
support our strategy of developing
relationships with independent
agents and brokers,” said Mr. Hahn,
adding, “Long Island is a big territo-
ry forus.”

“We don't have any plans at this
point” to open any additional offices,
said Mr. Hahn. However, he empha-
sized, Tri-City will consider new
joint ventures and new opportuni-
ties.

Tri-City is interested in hiring
more “entrepreneurial” people, he
said. With all the M&A activity,
“there are a lot of people” with tal-
ent and expertise who may be avail-
able. “We feel we can attract some of
the people if they fit into our strate-
gic direction.”

Last year, casualty premiums fell
9.8% to about $202 million. That ac-
counted for 44% of Tri-City's total
$454.9 million in premiums.

Property risks accounted for the
bulk of the rest of Tri-City’s busi-
ness, though financial services, pro-
gram and Five Star also contributed,

About 80% of Tri-City's business
is admitted, the same as a year ago.

Some of Tri-City’s leading insur-
ance company markets are: Accep-
tance Insurance Co., Admiral Insur-
ance Co., American International
Group Inc; Associated Internation-
al; The Center Special Risk; Chubb
Custom Insurance Co., a unit of
Chubb Corp.; Essex Insurance Co.;
Evanston Insurance Co.; the Execu-
tive Risk Group; First State Insur-
ance Co,; General Star Indemnity
Co.; Great America Cos.; Lloyd’s and
British companies; Reliance Nation-
al Insurance Co.; RLI Corp.; Royal
Specialty Underwriting, a unit of

_Royal Insurance Group; St. Paul Fire

& Marine Insurance Co.; Travelers
Insurance Co./Aetna Casualty Co.;
USF&G Corp.; Westchester Special-
ty Group; and Zurich Insurance Co.
Besides Mr. Hahn, other principal
officers are executive wvps
Kieran P. Burke, Scott W. Gunnison,
George P. Hilditch, Alexander M.
Kullman, Daniel S. Real, Michael P.
Tilton and Edward W. Ulshafer.
Robert E. Dillon is chief operating
officer, and Leo P. O'Reilly is chief
financial officer.
Tri-City is a member of NAPSLO.
—By Judy Greenwald

Stewart Smith
Group Inc.
26 Century Blvd., Nashville,

Tenn. 37214; 615-872-3030;
fax: 615-872-4408

1996 1995
Premium velume . $366,169,000 $355,870,000
Gross revenues. . .. $28,728,000 $27,878,000
Employees - .......00ien 216 214
Commercial lines . ...... 100% 100%
Admitted business ... . ... 40% 40%
Non-admitted........... 60% 60%

Stewart Smith Group Inc.’s pre-
mium growth was only 2.9% last
year, which is not surprising consid-
ering the continuing soft market, ac-
cording to Chairman and Chief Ex-
ecutive Officer Gary H. Cooper.

Mr. Cooper said growth was limit-
ed for three reasons: “The market is
still softening overall, the standard

carriers are now taking quite a bit of
business, and premiums are having
to go down.”

Stewart Smith Group’s premium
volume was $366.2 million last year,
up from $355.9 million in 1995.

Furthermore, this year premium
volume is not expected to grow
much, if at all, for the same reasons,
he predicted. “‘Our business plan is
for nearly flat revenues,” he said.

However, Stewart Smith climbed
one spot to become the fourth-
largest wholesale broker in 1996, ac-
cording to the Business Insurance
I :

Stewart Smith's gross revenues
rose 3% last year to $28.7 million.

First-half 1997 premium volume
was about $175 million, “just a little
below plan,” Mr. Cooper said. Last
year’s first-half premium volume
was $175.5 million. Mr. Cooper not-
ed that much of the wholesaler’s

volume comes in the second half of
the year because of renewal sched-
ules.

Mr. Cooper said his goal for the
next five years is “to have dramatic

=]
Achieving dramatic
profit growth ‘may or
may not mean dramatic
premium growth,’ says
Gary Cooper.
===

profit growth,” which “may or may
not mean dramatic premium
growth.”

Not only is Mr. Cooper new to
Stewart Smith, he's also relatively
new to the wholesale side of broker-
ing. He joined Willis Corroon Group

P.L.C, Stewart Smith Group’s par-
ent, about 2'/: years ago, as regional
director for Texas for Willis Corroon
America. He had been in the retail
brokerage business since 1967, he
said.

Earlier this year Mr. Cooper was
given responsibility for all Willis
Corroon’s wholesale operations
around the country.

In addition to being chairman and
CEO of Stewart Smith Group, he is
president and CEO of Willis Cor-
roon’s U.S. wholesale division.

“My role is to put a little different
perspective on the wholesale side,"”
he said. “Willis is trying
to put its best managerial tal-
ent where it will do the most good.”

About 45% of Stewart Smith’s
premium volume is from casualty
coverage, including primary general
liability, automobile liability, excess

Continued on next page
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liability and umbrella liability. An-
other 28% comes from directors and
officers and errors and omissions lia-
hility coverages. The wholesaler had
strong growth in D&O and E&O
placements last year, Mr. Cooper said.
[n 1995, those coverages made up
22% of Stewart Smith’s premium vol-
me.

Property coverage placements ac-
counted for 25% of premium volume
ast year. Other coverages, including
aviation liability and medical stop-
loss coverage, accounted for the re-
maining 2% of placements.

Stewart Smith retained about 70%
of its business last year, down from its
historical retention of 77% to 78%.
according to Mr. Cooper. However.
the wholesaler is placing more new
pusiness, he added.

Mr. Cooper pointed out that Stew-

art Smith is trying to “get more spe-
cialized and into more prcgram ar-
Eas.H

Stewart Smith’s brokers are “not
hidebound by geographic restrictions
or regional restrictions,” he said. In-
stead, the wholesaler is forming
“teams that specialize in different ar-
eas.”

For example, Mr. Cooper said he
expects growth in Stewart Smith's
environmental impairmen: liability
practice, which started last year as a
one-person office in New York. This
practice will design EIL programs for
large manufacturers and municipali-
ties, according to Mr. Cooper.

“What's got to evolve is we've got to
become more specialized,” he said.

Stewart Smith also plans to “cross-
use people and facilities and exper-
tise” from Willis Corroon’s other
wholesale operations, Mr. Cooper
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400 Parson’s Pond Drive
Franklin Lakes, New Jersey 07417-2600
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said. It is a “logical transition for us to
try to use what'’s at hand” to expand
the wholesaler’s business.

Stewart Smith launched a new gen-
eral liability and professional liability
program last year for contractors with
at least $10 million in revenues. The
wholesaler provides extra services to
clients under this program, such as
loss control surveys prior to binding
the coverage, Mr. Cooper said.

Stewart Smith Group units have
binding authority for American Em-
pire Surplus Lines Insurance Co,;
CNA Insurance Co.; Essex Insurance
Co.; General Star Indemnity Co;
Northfield Insurance Co.; and West-
ern World Insurance Group.

The vast majority—95%—of Stew-
art Smith’s business is brokerage,
with 3% generated as an MGA and
2% generated as a Lloyd’s of London
coverholder.

Stewart Smith'’s clients primarily
are independent agents and brokers.
The company works with about 3,000
agencies and brokers around the
country, according to Mr. Cooper.
About 75% of Stewart Smith Group’s
premium volume is generated by 300
large regional or “good-sized” local
brokers, he added.

Willis Corroon accounted for 23%
of premium volume in 1996. Less than
2% of premium volume is generated
by other alphabet house brokerages,
Mr. Cooper said.

Stewart Smith placed 40% of its
business with admitted markets and

60% with surplus lines markets in
1996, the same proportion as the pre-
vious three years.

Stewart Smith’s major markets
during the past year included: Admi-
ral Insurance Co.; Chubb Custom In-
surance Co.; First State Management
Group; General Star Management
Co.; units of Reliance Group Holdings
Inc,; RLI Insurance Co.; Royal Spe-
cialty Underwriting Inc.; units of The
St. Paul Cos. Inc,; and Westchester
Specialty Group.

Stewart Smith Group in 1996 had
216 employees, close to the 215-em-
ployee range it has maintained for
several years. About 60 of these em-
ployees are brokers; the rest are sup-
port staff.

Mr. Cooper said the company is
“going to try to bring in some more
good brokers” who have specialties
that would complement Stewart
Smith'’s business.

Although the company is not op-
posed to growing through acquisi-
tions, “we'd rather grow through
bringing in good, established bro-
kers,” Mr. Cooper said.

Stewart Smith’s subsidiaries are:
McAlear Associates Inc., which is
based in Grand Rapids, Mich., and
operates a branch office in Cleveland;
Stewart Srnith East Inc., which is
based in New York and has branch
offices in Philadelphia, Bernardsville,
NJ., and Farmington, Conn.; Stewart
Smith Southeast Inc., which is based
in Tampa, Fla., and operates a branch

office in Nashville, Tenn.; Stewart
Smith Environmental Specialists,
based in New York; Stewart Smith
Southwest Inc., based in Dallas;
Stewart Smith Mid America Inc.,
based in Chicago; Stewart Smith Spe-
cialty Risks Inc., based in Southtfield,
Mich.; and Stewart Smith West Inc.,
which is based in Glendale, Calif., and
operates branch offices in San Fran-
cisco and Phoenix.

Stewart Smith Group closed a one-
person office in Eugene, Ore., in De-
cember 1996. The office had not been
profitable for several years, Mr. Coop-
er said. That business now is being
handled out of the two California of-
fices.

In addition to Mr. Cooper, other top
officers of Stewart Smith Group Inc.
include: Edward F. Casey, chief ad-
ministrative officer; Sue Dudley, chief
financial officer; David Martin, presi-
dent and CEO of McAlear Associates;
Jim Compton, president and CEO of
Stewart Smith Southeast; Elliott
Jones, president and CEO of Stewart
Smith Mid America; John McGovern,
president and CEO of Stewart Smith
Environmental Specialists; Fred An-
derson, president and CEO of Stewart
Smith West; Mark Smith, president
and CEO of Stewart Smith East; and
George Clarke, executive vp of Stew-
art Smith Specialty Risks.

Stewart Smith Group Inc. is a
member of NAPSLO.

—By Deborah
Shalowitz Cowans

*

Sherwood Insurance
Services
201 California St., Suite 1000

San Francisco, Calif. 94111
415-956-3236; fax: 415-956-1204

1996 1995

Premium volume . $263,000,000  $238,000,000
Gross revenues. . . . $23,800,000 $21,000,000
Employees .., ...co00vu0 147 135
Commercial lines. ... ... 100% 100%
Admitted business .. ...., 5% 80%
Non-admitted. ... .. ..... 25% 20%

It's an eventful time for Sher-
wood Insurance Services, a unit of
Aon Corp.

As a wholesale subsidiary for a
company at the forefront of the in-
dustry’s merger and acquisition ac-
tivity, Sherwood has been right in
the thick of things, helping absorb
some of the acquisitions of its par-
ent, said James W. Barnes, Sher-
wood’s chairman and chief execu-
tive officer. These are “truly excit-
ing times at Sherwood,” he said.

For starters, Aon’s purchase of
Alexander & Alexander Services
Inc. in January brought with it
A&A’s wholesale unit, Alexander
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Howden North America. The busi-
ness is being shared with other Aon
wholesale units, noted Mr. Barnes,
with Sherwood taking the Western
business, Chicago-based Insurance
Brokers Services Inc, the Midwest-
ern business and Jenkintown, Pa.-
based Bryson Associates Inc. the
Eastern business.

Aon’s acquisition also brought
Sherwood an Alexander Howden
MGA construction facility, said
Mr. Barnes. While the facility had
done a “‘good job,” it needed to be
“redirected and refined,” he said.

Sherwood has taken over other
Alexander Howden MGA products
as well for the crane and rigging
industry and the underground
pipeline industry, and an A&A er-
rors and omissions and directors
and officers MGA facility for man-
aged health care that operated out
of A&A’s Seattle office, said Mr.
Barnes.

Concurrently, the wholesaler
took over an Aon construction
MGA facility for large contractors
and owner-controlled wrap-ups
that operates out of Pasadena,
Calif., he said.

Then in May, Aon bought the
Minet Group, whose operations in-
clude wholesaler Swett & Craw-
ford. Sherwood will absorb Swett
& Crawford’'s San Francisco,
Woodland Hills, Calif., and Irvine,
Calif., offices, while Swett &
Crawford will continue to run in
part as a stand-alone, he said.

In other new developments,
Sherwood in February started run-
ning a new underwriting division
called Loxley Insurance Services.
Loxley provides underwriting
management services and has some
binding authority, explained
Phillip Mazur, executive vp. After
a contest among Sherwood em-
ployees that generated 150 entries,
the unit was named after Robin
Hood of Loxley, in keeping with
the Sherwood theme, Mr. Barnes
explained.

Loxley writes smaller excess and
surplus business generating about
$5,000 to $10,000 in premium per
account on a direct basis with re-
tailers, which cuts down on Sher-
wood employees’ paperwork and
allows retail brokers direct access

to a Sherwood-owned underwrit-
ing facility, said Mr. Barnes.

The firm now has three divisions
in addition to its Sherwood Insur-
ance Services brokerage business,
said Mr. Barnes; Sherwood Con-
struction Program Managers,
which includes all construction
business that is on an MGA basis;
Loxley and Special Risk Services
Inc., the banner under which the
crane and rigging business oper-
ates.

“It’s been a whole year of change
for Sherwood,” summed up Mr.
Barnes. “The only thing that’s con-
stant around here is, change is con-
stant, but it’s been very, very good
change,” said Mr. Barnes, adding
Sherwood’s staff has made the in-
tegration as smooth as possible.

At year-end 1996, before all the
merger and acquisition activity
was accounted for, the wholesaler
reported $263 million in premium
volume, up 10.5% from 1995. Gross
revenues also increased 13.3% to
$23.8 million. That gain is largely
attributable to Sherwood catching
the tail-end of the hardest part of
the property catastrophe market.

Premium volume for the first six
months of 1997, when the assimila-
tion activity began to be felt, in-
creased to $175 million, up about
29.6% from the comparable period
a year ago. Mr. Barnes said about
10% of that increase reflects inter-
nal growth.

Sherwood, which had a 16.7%
premium volume growth rate be-
tween 1994 and 1995, could not
have continued at that pace with-
out the acquisitions, said Mr.
Barnes. “It's not sustainable,” he
said, noting the wholesaler had an-
ticipated growing at about a 10%
to 15% rate annually. “That we do
believe is sustainable,” he said.

In light of the acquisition activi-
ty, Mr. Barnes is reluctant to make
projections for this year. “When all
is said and done, I have no idea,”
he said. “We’re just so busy” inte-
grating the new business. “It’s a
major assimilation process,” he
added, although “we picked up
some wonderfully talented people
from both Alexander Howden and
Swett & Crawford.”

Continued on next page
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Mr. Barnes said it will probably be
the first quarter of next year before he
gets a “total handle on the entire book
of business.”

He emphasized that despite Sher-
wood’s position as an Aon unit, “We
are by no means a captive whole-
saler.”

Pointing, for instance, to the other
Aon wholesale units, he said, “We
compete with each other for business
both regionally and nationwide, and
we believe that's very healthy.”

Furthermore, he said, Aon accounts
for less than 25% of Sherwood’s total
business, “and we find that very
healthy.”

Mr. Barnes noted that until Aon ac-
quired it in 1992, Sherwood had been
a Frank B. Hall unit. Sherwood al-
ways has had a retailer as its majority
partner, but these retailers never have
accounted for more than 20% to 30%
of its total business, Mr. Barnes said.
He added Sherwood always has oper-
ated as though it were an independent
wholesaler.

“We've demonstrated for 19 years
that it’s not a hindrance,” he said.
This is a business based on trust, and
“people know us and trust us,” he
said.

Sherwood’s mix of business has re-
mained constant, with 20% to 25%
from Aon, 15% to 20% from other al-
phabet houses and the rest from inde-
pendents, said Mr. Barnes. “I think
the mix now will change slightly after
full integration,” he said.

Mr. Barnes anticipates it will evolve
to 60% independent and 40% alpha-
bet house, with about a quarter of the
alphabet house business from Aon
and the rest from other firms.

Sherwood traditionally has focused
on Fortune 1,000 property accounts.
These are the larger, risk manage-
ment type accounts with bigger,
tougher risks and a heavy emphasis
on earthquake exposure, said Mr.
Barnes, adding this is a “function of
being in California.”

About 75% to 80% of its property
business includes earthquake peril
coverage on a difference-in-condi-
tions or an all-risk basis, including
flood coverage. “I suspect that will re-
main constant,” said Mr. Barnes.

Historically, Sherwood’s ratio of
property to casualty business has
been 60 to 40, said Mr. Barnes. “In the
last couple, three years, our goal has
been to get it to 50/50,” though at this
point it is about 65/35. At year-end,
he anticipates, though, it will be back
to 60/40.

“It’s very difficult to monitor,” said
Mr. Barnes, noting property got soft-
er first, but now casualty is “following
it very, very quickly. The whole mar-
ket is very soft right now.”

Sherwood’s retention rate, which
had been declining, has leveled off at
about 55% to 60%, said Mr. Barnes,
pointing to the soft market’s impact.

Sherwood began a program de-
partment in October 1996 that has
been crafting programs for special
markets. One development was a na-
tional airport program, for which
Sherwood offers up to $100 million in
property coverage, up to $25 million
in general liability coverage, and up
to $5 million in directors and officers
liability coverage. That program just
had its first anniversary and is “doing
very well,” said Mr. Barnes.

Less successful was a national
roofers program, which has been dis-
continued. Amid the program intro-
ductions and post-acquisition inte-
gration, Sherwood’s investment in its
computer system is paying off.

“Our computer system has been up-
graded and enhanced a lot,” Mr.
Barnes said.

“It was designed by and for Sher-
wood three years ago, and it has cer-
tainly proven its value,” said Mr.
Barnes. “It has been received very,
very well by all new employees,” he

said. “It’s proven to be invaluable”
throughout this entire period. The
money spent on its development and
implementation has been “absolutely
well spent,” Mr. Barnes said.

With the acquisition, Sherwood
now has California offices in Wood-
land Hills, Irvine and Pasadena in ad-
dition to its San Francisco headquar-
ters. It also has branches in Seattle,
New York and Chicago.

Sherwood’s markets have not
changed significantly, despite the
Alexander Howden and Swett &
Crawford acquisitions, noted Mr.
Barnes. Both acquired units had vir-
tually the same markets as Sherwood,
although Sherwood has “picked up a
few additional markets,” said Mr.
Barmnes.

Sherwood’s top markets are:
Scottsdale Insurance Co.; RLI Insur-
ance Co., CNA Insurance, Associated
International; First State Insurance

Co.; Royal Insurance Co.; Westchester
Specialty Group;, Agricultural Excess
& Surplus, Commonwealth Insurance
Co. and Insurance Co. of the West.

It has underwriting authority for
CNA, Commercial Underwriters, Es-
sex Insurance Co., First State, Scotts-
dale and Transamerica Insurance
Group.

In addition to Mr. Barnes, other
Sherwood officers are Mr. Mazur and
Curt Biersch, executive vps; Kevin
Schrage, chief financial officer and
Marion Woodbury, vp.

Sherwood is a member of the NAP-
SLO.

Sherwood also belongs to the Pro-
fessional Liability Underwriting So-
ciety, the California Insurance
Wholesalers Assn., the Independent
Insurance Agents & Brokers of Cali-
fornia, and the Professional Insurance
Agents of California & Nevada.

—By Judy Greenwald
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K&K Insurance
Group Inc.

1712 Magnavox Way
Fort Wayne, Ind. 46804
219-459-5000; fax: 219-459-5866.
Internet: www.kandkinsurance.com

1996 1895
Premium volume . $209,028,539 $197,211,358
Gross revenues. . . $45,777,250* $43,269,000
Employees .............. 260 240
Commercial lines . ... .. 100% 100%
Admitted business . ... ... 98% 100%
Non-admitted. ... ........ 2% 0%

* BI estimate.

It could be said that with its fo-
cus on placing coverage for sports,
leisure and entertainment events
and organizations, K&K Insur-
ance Group’s business is “fun”
business.

In fact, the company says so it-

self. “Our motto is ‘Insuring the
world’s fun,” and that pretty much
sums it up,” said Stephen
Lunsford, president and chief ex-
ecutive officer of Fort Wayne,
Ind.-based K&K.

At the same time, however, Mr.
Lunsford said others try to come
into the managing general agent’s
market from time to time ‘“‘be-
cause it looks like fun.”

Once they get into the business
of sports and entertainment risks
and the exposures lurking there
become apparent, many of those
newcomers decide it's not so much
fun after all, Mr. Lunsford said.
“It does require some industry ex-
pertise that we’'ve developed over
the years.”

Among the expertise the compa-
ny touts is its full-service, in-
house claims staff specializing in

Continued on next page
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the investigation, analysis and dis-
position of spectator and partici-
pant liability claims.

The company also uses an inci-
dent report form it designed specif-
ically for sports, leisure and enter-
tainment risks.

K&K's history in its niche, which
it services today through more than
80 programs, goes back to its
founding in 1952, when its focus
was almost exclusively on motor-
sports.

“Over the years it's expanded be-
yond motorsports into virtually all
areas of sports and related enter-
tainment and leisure,” Mr.
Lunsford said.

Today, K&K provides coverages
for more than 250,000 events and
associations annually, and the
number continues to grow. And the

sorts of events K&K has helpad

zover are indeed diverse.

“We have provided the insurance
for the last two visits of the pope,”
Mr. Lunsford said. “People don’t
really think of it that way, but it re-
ally is just another event.”

K&K also provided the coverage
for the 1994 Woodstock music fes-
tival, provides disability coverage
for nearly all NASCAR drivers,
provides the coverage for all of the
Coca-Cola Co.’s special events, and
most of the coverages for New Or-
leans” Mardi Gras celebration.

“And we've provided the insur-
ance for the last 10 Super Bowls,"”
Mr. Lunsford said. “We do all of
that on down to local bingo halls.”

K&K’s nearly 6% premium
growth rate to $209 million in 1996
from 1995 lifted the managing gen-
eral agent to the No. 10 position in
Business Insurance’s ranking of the
largest U.S. wholesalers. It was the

sixth-largest wholesale broker in
1996.

K&K generates all of its premium
volume as an MGA. It has binding
authority for John Deere Insurance
Co. and TIG Insurance Co., but “al-
most all of the business is the TIG
business,” Mr. Lunsford said.

Last year TIG’s parent, TIG
Holdings Inc., singled out the busi-
ness the company does through
K&K as the sort of success it was
eager to replicate elsewhere in its
organization.

The John Deere business is done
through a subsidiary operation in
Greensboro, N.C., providing a
package of coverage for tow truck
operators, Mr. Lunsford said.

K&K acquired that Greensboro
operation in the early 1990s. The
company also has a small sales of-
fice in Orlando, Fla.

K&K, whose parent company is

Aon Corp., is an affiliate of SLE
Worldwide Ine., which Mr,
Lunsford deseribed as “basically a
holding company that provides
support staff functions.”

K&K is the operating entity for
SLE, operating under the K&K
name in the United States and out
of a Canadian office in Toronto.
“K&K’s got such a widely known
and respected name in the States
that we continue to trade under
that banner here,” Mr. Lunsford
said.

K&K is licensed to do business as
an excess/surplus lines broker in
Indiana, North Carolina, Virginia
and Florida.

Overseas, the company does busi-
ness in London and Sydney, Aus-
tralia, under the SLE Worldwide
name.

In 1996, 100% of K&K's premium
stemmed from commercial lines
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business, the same as the prior year.
Last year, 98% of its business was
placed in the admitted market and
2% in the non-admitted market,
which is consistent with their
placements in recent years.

The company’s staff grew in 1946
to 260, from 240 in 1995.

While K&K may have carved out
a very specific niche in sports,
leisure and entertainment, Mr.
Lunsford emphasized that the com-
pany services that niche through

/arious programs.

In the area of events and attrarc-
tions, the company has crafted pro-
grams geared tfo such areas as
amusement parks, aquariums,
camps, drum and bugle corps,
miniature golf, paintball, ski re-
sorts, water parks and zoos.

Among the leisure and recreation
programs it offers are coverages for
billiard parlors, bowling centers,
gymnastics clubs, motorcycle deal-
erships, sports coaches and officials
organizations, weather insurance
and youth and adult sports leagues.

Among its sports programs are
programs geared to all major pro-
fessional sports, programs for ccl-
lege athletics and college footbzll
bowl games, high school athletic
programs, intercollegiate and inter-
scholastic liability/medical pro-
grams and sports permanent and
temporary disability and accidental
death and dismemberment.

Motorsports programs cover ev-
erything from formula racing to
truck and tractor pulls. There are
also such programs as high-lirrit
disability income, independent club
event liability, and coverages for
owners and sponsors and sanction-
ing bodies.

Venue and gaming programs run
a similar gamut, covering venues
ranging from amphitheaters, are-
nas and stadiums to community
centers, country clubs and polo
clubs.

Limits vary by program and have
been consistent in recent years, Mr.
Lunsford said. “Through TIG we
have capacity available to meet l-
most all situations,” he said.

The market is “very competitive,”
the CEO said. “We have such a
wide spectrum of business even un-
der the sports banner. The compe=i-
tion varies from program to pro-
gram, but it’s competitive in about
all areas.”

K&K’s continued growth in a
competitive market stems from its
ability to develop new programs to
meet customers’ changing needs, ae
said.

“It’s always changing, always
moving, always growing,” Mr,
Lunsford said. “We try as a compa-
ny to develop two or three new pro-
grams every year.”’

Among K&K’s newest offerings
are programs geared to concession-
aires, themed attractions, martial
arts schools, sports and fitness in-
structors, microbreweries and
brewpubs, reservation and river-
boat gaming, and tribal nation gov-
ernments.

K&K does business with the ma-
jor insurance brokers and regioral
brokers, down to even small-town
agents, Mr. Lunsford said. “We do
business probably in one form or
another with 4,000 sub-producers.”

The company introduced a World
Wide Web site this year, “and I m
personally surprised by the numker
of inquiries we get over the Inter-
net,” Mr. Lunsford said. He citad
the example of a soccer coach wao
contacted K&K after learning of
their programs while researching
coverages on the Internet.

K&K's principal officers include
Mr. Lunsford, Jerry Tegan, ch-ef
marketing officer, and Todd Bixler,
chief operating officer.

By Rodd Zolkos
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The Schinnerer
Group Inc.
2 Wisconsin Circle
Chevy Chase, Md. 20815

301-961-9800; fax: 301-951-5444
Internet; www.schinnerer.com

1996 1995
Premium volume, , $§444,000,000 $442,000,000
Gross revenues® .. . $37,100,000 $37,000,000

Employees............... 305 304
Commercial lines. . . 100%
Admitted business. .+ 95% 95%
Non-admitted ... ......... 5% 5%
* Bl estimate

The Schinnerer Group Inc. is
transforming itself from a compa-
ny known for its expertise in pro-
fessional liability, to one that of-
fers a broader array of products
and services that help customers
achieve their growth and prof-
itability goals, an executive says.

The company has a “vision of a
stream of products that brokers
can use to cross-sell to their cur-
rent customers and even more
products that brokers can use to
break into new markets,” said
Lorna Parsons, senior vp. In the
process, Schinnerer also is tailor-
ing its risk management services
to its policyholders’ specific prac-
tices as well as offering more gen-
eral business management con-
sulting services to risk managers.

The Chevy Chase, Md.-based
underwriting manager, a unit of
Marsh & McLennan’s Seabury &
Smith unit, ranked fourth on
Business Insurance’s list of the
top wholesalers and maintained
its longtime position as the top
underwriting manager.

Schinnerer’s premium volume
grew by less than 1% to $444 mil-
lion in 1996 over the previous
year. Premium volume during the
first six months of this year, how-
ever, grew by 2.4% to $216 million
from the same period in 1996,

“We're very pleased to be able
to have premium growth in a mar-
ket like this. The primary way
we've done it is to have growth in
our customer base. Also, we have
expanded the coverages we're
selling. Most started out as pure
professional liability; now we're
going on to such things as employ-
ment practices liability,” said
Homer Sandridge, executive vp.

Mr. Walk said Schinnerer’s
3,000 or so broker customers have
asked the underwriting manager
to branch out beyond a limited
number of professional liability
programs. But the continuing con-
solidation among retail brokers
has not had a major direct impact
on Schinnerer, except in one in-
stance, said Mr. Sandridge.

The merger of Schinnerer’s ulti-
mate parent, Marsh & McLennan,
with Johnson & Higgins earlier
this year brought Houston-based
AMGRIP Inc. into The Schinnerer
Group. Mr. Sandridge said AM-
GRIP’s book of business specializ-
ing in public entities opens new
opportunities for Schinnerer.

“We're excited because we have
zero programs for publie entities
with the possible exception of
public universities,” he said.

AMGRIP will retain its name as
part of The Schinnerer Group, he
said.

Mr. Sandridge said ‘“a bigger
trend’ is the ‘“‘consolidation of
carriers,” which means that many
small specialized brokers have
had a difficult time finding mar-
kets, One reason behind Schinner-
er’'s strategy of broadening its
product offerings is to serve their
needs, he said.

Among the new products of-
fered by Schinnerer this year is
employment practices liability

coverage for architects and engi-
neers and real estate profession-
als, with Schinnerer's existing
professional liability programs for
both groups, said Richard Walk,
senior vp. The architects and en-
gineers program, which already
has been launched, is with CNA
Insurance Cos. and has capacity
of $5 million. The real estate pro-
fessional program is slated for a
late fall launch, he said.

Schinnerer also launched a
package program—including gen-
eral liability, property and non-
owned auto—for its architect and
engineer clients during the past
year. It is also written by CNA. A
similar program will be launched
for real estate professionals late
this fall.

In addition, Schinnerer added a
new contractors’ pollution liabili-
ty program during the past year,

within the architects and engi-
neers program, which is under-
written by CNA and has standard
limits of $15 million, though it can
go higher.

Schinnerer has “‘struggled to
find areas where there is expan-
sion and growth,” said Mr. Walk.
Schinnerer is looking at “indus-
tries that are starting to boom
where we don't feel that the insur-
ance market is adequately serving
them,” he said.

Among the products formally
launched in the past year is a se-
curity guard professional com-
mercial general liability and er-
rors and omissions policy with
limits of up to $1 million per oc-
currence and an aggregate of $3
million. It is written by Zurich-
American Insurance Group.

Another new errors and omis-
sions program targets financial

service professionals. The pro-
gram, written by Executive Risk,
provides limits of up to $3 million.

Schinnerer also is looking at the
service industry in general, with
miscellaneous errors and omis-
sions coverage, said Mr. San-
dridge.

“We're looking to provide a
market for errors and omissions
coverage for almost every range of
non-medical” service industry, he
said.

Brokers “have asked us to
branch out,” said Mr. Walk. That
includes offering coverage for in-
surance agents and brokers as
well. The new errors and omis-
sions program, written by USF&G
Corp., offers limits of up to $10
million.

“One of the real keys to Schin-
nerer is we try to add value be-
yond the insurance product,” said

Mr. Sandridge.

This has meant shifting from
risk management to practice man-
agement, helping clients with
such matters as communications
skills and strategic business plan-
ning through seminars conducted
by Schinnerer employees and oth-
ers, he said. He noted, however,
that “there is almost always a tie-
back to the risk management
side.”

Among the additional services
Schinnerer has been supplying for
its clients are a quarterly newslet-
ter for real estate professionals
and a program on satellite televi-
sion that real estate agents can
tape and study. Ms. Parsons noted
that Schinnerer also has an inter-
active World Wide Web site on the
Internet for architects and engi-
neers.

Continued on next page
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For Schinnerer, doing more for
the client can have international as-
pects. Mr. Sandridge noted, for ex-
ample, that most large design firms
export their services. “We now have
the capacity to provide local assis-
tance in the foreign jurisdictions for
U.8. design firms that encounter
unusual circumstances. A prime ex-
ample of what we've done in the
past year is issue local paper in
Malaysia, in Oman, in Greece, in
Venezuela.”

Schinnerer's flagship program for
architects and engineers is now 40
years old. The program, underwrit-
ten by CNA since it began in 1957,
has a standard capacity of $15 mil-
lion, though it can go higher under
certain circumstances. Schinnerer
also has the ability to participate in
quota-share packages for the
largest firms, said Mr. Sandridge.
The program continued to grow in
1996, with the policy count up 13%,
he said. Mr. Sandridge noted, how-
ever, that many of the new accounts
were smaller firms.

United Educators Risk Retention
Group, a Vermont-domiciled risk
retention group for which Schinner-
er acts as underwriting manager,
had a “great year,” said Mr. Walk.
Both policy count and premium vol-
ume grew about 10%, he said. He
also pointed out that the growth is
made even more impressive by the

fact that the market is a limited one,
consisting of colleges and universi-
ties.

The program’s educato=s legal li-
ability and excess liability coverage
both carry limits of $25 million in
excess of $1 million. Wausau Insur-
ance Cos. reinsures United Educa-
tors on a primary layer of $1 mil-
lion. But another mains:ay of the

- I
‘We’re very pleased

to be able to have
premium growth in a
market like this,” says
Homer Sandridge.

Schinnerer book—real estate pro-
fessional liability—suffered a “real-
ly tough year,” said Mr. Walk. Poli-
cy count dropped by about 15% af-
ter Schinnerer raised rates by dou-
ble digits throughout the country
and by as much as 40% in Texas
and California, he said. “Partially as
a result of the constricted real estate
market of the past several years, we
have seen a dramatic increase in the
number and severity of claims
against real estate agents particu-
larly in California and Texas,” said
Mr. Walk.

The program is underwritten by

CNA and offers limits of up to $2
million but can go higher, he said.

A fourth core business, non-profit
D&O, had a “flat year” with an 85%
retention rate, said Mr. Walk. The
program, underwritten by CNA, fo-
cuses on trade associations and of-
fers limits of up to $10 million, he
said.

Although Schinnerer no longer is
placing emphasis on hospital excess
liability coverages, its ENCON Un-
derwriting Agency Inc. unit—also
based in Chevy Chase—is writing a
health care professional liability
program—including D&O, E&O,
and fiduciary liability—program,
with limits of up to $25 million for
profit and non-profit hospital and
managed care orgarizations. Exec-
utive Risk is the insurer.

The Schinnerer Group consists of
Victor O. Schinnerer & Co. and EN-
CON Underwriting Agency Inc.,
both in Chevy Chase; AMGRIP in
Houston; ENCON Insurance Man-
agers, Inc. in Ottawa, Ontario, and
Schinnerer & Co. Ltd. in London.

The company also has offices in
Chicago, San Francisco and Toron-
to.

In addition to Ms. Parsons and
Messrs. Sandridge and Walk,
Schinnerer’s top management in-
cludes Vincent C. Santorelli, presi-
dent; and Paul L. Genecki, senior
vp.

—By Mark A. Hofmann
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General Star
Management Co.
695 E. Main St. P.O. Box 10354

Stamford, Conn. 06904-2354

203-328-5700; fax: 203-328-6131
Internet: www.genre.com

1996 1985

Premium volume. . $354,000,781  $301,479,710
Employees . . ............. 262 247
Commercial lines. . .. ..... 99% 98%
Admitted business . .. ... 15.5% 19.1%
Non-admitfed. .. ... ... 84.5% 80.9%

General Star Management Co.’s
premium volume continues to
grow on the strength of General
Star Indemnity Co.’s programs.

The company is the management
arm of two other subsidiaries of
General Reinsurance Corp.: Gen-
eral Star Indemnity Co., a non-ad-
mitted surplus lines insurer, and
General Star National Insurance
Co., an admitted insurer. All of
General Star Management'’s pre-
miums are written for these insur-
ers.

A large part of the rise in premi-
ums consists of capturing the
windstorm market in the South-
east from admitted insurers that
have retrenched since Hurricane
Andrew struck in 1992.

“The standard carriers are look-
ing to control accumulations near
the coast, and that creates a vacu-
um for surplus lines companies,”
said Chairman and President
Kevin P. Brooks.

The wind-related property cov-
erage is predominantly wind-de-
ductible buyback policies de-
signed to cover policyholders for
their existing deductibles.

General Star also has been suc-
cessful writing earthquake insur-
ance in California, which it began
offering in 1996.

Premium volume reached $354
million in 1996, up 17.4% over
1995’s volume.

Other products that have helped
lift the wholesaler’s premium vol-
ume include:

s Professional liability coverage
for biotechnology companies in-
volved in genetic engineering or
clinical trials of drugs. This cover-
age has been expanded to include
pharmaceutical liability after the
drug is sold to the public.

» Coverage for sudden and acci-
dental pollution, including oil well
blowouts. The coverage is de-
signed for suppliers to oil rig oper-
ators.

» Ocean marine general liability

for privately owned yachts usec
for fishing and tourism.

New products also have helpec
push up premium volume. Weath-
er-related event cancellation eov-
erage was introduced this yezr tc
cover outdoor concerts or othes
outdoor gatherings that risk can-
cellation because of bad weather,

» Also recently launched is cov-
erage for software developers anc
consultants that includes genera!
liability, professional liability
product liability, patent and copy-
right, and errors and omissions.

A new London-based siste
company will open its doors Jan
1, providing another premiun
growth opportunity for Genera:
Star Management, though it wil’
not act as underwriting manage:
for the company. The new compa-
ny, General Star International In-
demnity Ltd., will write business
for risks worldwide outside the
United States, primarily in Eu-
Tope.

Initially the insurer will be
staffed with five people drawr
from London underwriters. Mr
Brooks said the new entity is
needed because of increased busi-
ness abroad, especially as drug tri-
als take place more frequently ir
Europe.

The new insurer also will focus
on commercial property rcisks
throughout Europe. “It puts s ir
a completely different underwrit-
ing environment,” because it al-
lows the company to take advan-
tage of the higher premiums insur-
ers in Europe can command for
many property and casualty r.sks.

General Star National, which is
admitted in all 50 states, reported
a 12.1% reduction in its gross pre-
mium volume in 1996 to $56.1 mil-
lion.

The percentage of premiums
General Star Management placed
in the non-admitted market rose
to 84.5% in 1996 from 80.9% ir
1995.

General Star Indemnity and
General Star National have nc
employees of their own. The stafi
of General Star Managemer.t in-
creased to 262 in 1996 from 247
the previous year.

In addition to Mr. Brooks, the
principal officers are senior vps
Patricia Roberts and Sam Ander-
son; and vps Craig Ott, Adin Took-
er and William Murray.

General Star Managemen: is a
member of AAMGA and NAPS-
LO.

—By Michael Frince

*
Burns & Wilcox Ltd.

30833 Northwestern Highway,
Suite 220,
Farmington Hills, Mich. 48334;
248-932-9000; fax: 248-932-9050

1996 1995

Premium volume . .$271,650,000 $258,500,000
Gross revenues ... .$37 986,000 $33,901,000
Employees ......... S 500 483
Commercial lines . . ....... 92% 92%
Admitted business . .. .....19% 12%

Non-admitted 88%

Independent wholesalers are feel-
ing aftershocks of the recent
megamergers in the insurance bro-
kerage industry, and the vibrations
are pretty good, according to Her-
bert W. Kaufman, president and
chief executive officer of Burns &
Wilcox Litd.

The consolidation, in particular
Aon Corp.’s acquisitions of Alexan-
der & Alexander Services Inc. and
Minet Group, ultimately will result
in more business for independent
wholesalers, Mr. Kaufman predicts.

“It seems to be the thinking” that
large retail brokers are uneasy

about placing business with an in-
surance wholesaler owned by one ol
its broker competitors, he ex-
plained.

Over the past year, Swett &
Crawford Group and Alexander
Howden North America Inc., twc
major competitors of Burms &
Wilcox, have become a part of Aon.
the parent of three of the top 10
wholesalers. In addition, Sedgwick
Group P.L.C., Willis Corroon Groug
P.L.C. and Marsh & McLennan Cos.
Inc. each own separate wholesale
units ranked in the top 10.

As more of the largest wholesalers
become aligned with retail brokers,
the more other retail brokers will
look to independent firms like
Burns & Wilcox to help place busi-
ness, Mr. Kaufman said.

“We feel the megamergers are go-
ing to help the independent whole-
salers,” he said. As one of the largest
independent wholesalers, “we'rs
sitting in a good position for the fu-
tln‘e_”

In the meantime, the Farmington
Hills, Mich.-based wholesaler con-
tinues to report premium vol-

Continued on next page
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ume and gross revenue increases de-
spite the continued soft pricing en-
vironment and increasing competi-
tion from admitted insurers, which
increasingly are writing on an ad-
mitted basis what had been surplus
lines business.

In 1996, Burns & Wilcox’s premi-
um volume rose 5.1% to $271.7 mil-
lion, which translated into a 12% in-
crease in gross revenues to $38.0
million. Based on its premium vol-
ume, Burns & Wilcox ranks as the
third-largest managing general
agency and seventh-largest U.S.
wholesaler according to Business In-
surance’s rankings.

For the first six months of this
year, the wholesaler had premium
volume of about $142 million, up
1.4% from $140 million in the same
period in 1996.

“It’s a difficult marketplace we’re
in, but we are attuned to the market
the way it is,” Mr. Kaufman said.

To maintain its growth strategy,
the wholesaler continues to acquire
smaller MGAs, beef up its personal
lines and large-account brokerage
operations and expand its binding
authority with several of its pro-
grams.

During 1996, Burns & Wilcox ac-
quired three general insurance
MGAs—Monson Agency Corp. in
New Orleans; Donaldson Morford
Agency Corp. in Indianapolis; and
the Denver office of Crump Insur-
ance Services Inc.—which together
added about $6.5 million to premi-
um volume, Mr. Kaufman said.

This acquisition strategy contin-
ued into 1997 with the purchase of
the Mountain View, Calif., office of
Hull & Co. Inc., an MGA that spe-
cializes in transportation programs.
That office since has merged into
Burns & Wilcox’s San Francisco of-
fice.

In addition to Hull, Burns &
Wilcox also purchased several books
of business from 12 insurers that
had taken over accounts from an
agency no longer in business, Mr.
Kaufman said. The books of busi-
ness were added to the wholesaler’s
existing St. Paul, Minn., St. Louis
and Springfield, Ill., offices. As part
of the transaction, Burns & Wilcox
also acquired the agency’s former
Milwaukee office.

Mr. Kaufman declined to identify
the agency and the insurers involved
in the deal.

Burns & Wilcox will continue on
its acquisition quest, he said. How-
ever, it will acquire wholesalers only
“where we can enhance our present
locations. We are not looking to add
new locals.” Mr. Kaufman said, “We
want to enhance our present offices
with business from local competi-
tors, but if the opportunity presents
itself in another city, we would defi-
nitely explore it. At the present time,
we are looking in a city which is a
new area to us.”

With the exception of the new
Milwaukee office, Burns & Wilcox
neither closed nor opened another
office during 1996. It has 38 branch
offices across the United States.

The wholesaler did, however, ex-
pand its binding authority in 1996.

Burns & Wilcox now has nation-
wide binding authority for up to $1
million for its profit and non-profit
directors and officers liability busi-
ness, errors and omissions, and ar-
chitects and engineers professional
liability program business. Previ-
ously, binding authority was limited
to the Midwest, Mr. Kaufman said.

Mr. Kaufman also has plans this
year to expand the wholesaler’s
Mexico trucking program into its
Southern California office. The two-
year-old program, on which Burns
& Wilcox has binding authority for
up to $1 million, currently is offered

only in its Dallas office.

While most of the wholesaler’s
business stems from placing proper-
ty/casualty coverage in the surplus
lines market for commercial risks
such as jewelry stores, pawn shops,
condominiums, health clubs, con-
tractors, hotels, restaurants and an-
tique dealers, the firm continues to
expand its personal lines division.

During 1995, the wholesaler ex-
panded to 20 from 12 the number of
offices with personal lines depart-
ments, called Service General.

“This is one particular area that’s
going nicely,” Mr. Kaufman said.
“We now have 21 offices and soon
will have 22 offices with separate
Service General departments.”

Service General specializes in
homeowners and boat programs
with §1 million in limits and person-
al umbrella programs with up to $5
million in limits.

While Burns & Wilcox is expand-
ing its personal lines business, it also
is expanding its large brokerage ac-
count business.

The wholesaler’s bread and butter
lies in the middle market, placing
$1,000 to $2,500 premium accounts
for midsize regional agencies with
$5 million to $25 million in annual
premium volume.

However, to answer requests from
clients, Burns & Wilcox decided in
1995 to expand into larger risks—
those generating $50,000 in premi-
ums on up.

“The intent was to increase the
size of our brokerage accounts,” Mr.
Kaufman said. “And that went well
in (all classes of) professional liabili-
ty, but we were not as successful in
other lines.”

It is still a goal for the wholesaler
to expand its brokerage department,
Mr. Kaufman said, adding that the
middle market, however, will con-
tinue to be “our salvation.”

Burns & Wileox is owned by HW.
Kaufman Financial Group Inc., a
private holding company.

The wholesaler placed 57% of its
1996 premium volume as a manag-
ing general agent and has binding
authority with: Colony Insurance
Co.; Essex Insurance Co.; General
Agents Insurance Co.; Scottsdale In-
surance Co.; Acceptance Insurance
Co.; Western World Insurance Co.;
Canal Insurance Co.; Century Sure-
ty Insurance Co.; First Financial In-
surance Co.; National Indemnity In-
surance ‘Co.; U.S. Liability Insur-
ance Co.; Empire Fire & Marine In-
surance Co; Landmark Insurance
Co.; Guaranty National Co.; Ameri-
can Empire Surplus Lines Insurance
Co.; Jefferson Insurance Co.; and
Legion Insurance Co.

Burns & Wilcox placed 11% of its
premium volume as a Lloyd’s of
London coverholder and has bind-
ing authority to issue documenta-
tion on behalf of Lloyd’s underwrit-
ers.

The remaining 32% of its 1996
premium volume was generated as a
broker placing coverage with such
non-admitted markets as: Admiral
Insurance Co.; units of American In-
ternational Group Inc.; Commercial
Underwriters Insurance Co.; Coreg-
is Insurance Co.; Evanston Insur-
ance Co.; Fireman’s Fund Insurance
Co.; and Great American Insurance
Co.

Of its 1996 premium volume, 92%
was in commercial lines, and 81%
was placed with non-admitted in-
Surers.

In addition to Mr. Kaufman, other
top Burns & Wilcox officers include:
Gerald Wesolowski, chief financial
officer; Gerald W. Horton and Alan
J. Kaufman, executive vps; Steve
Allen and David Price, senior vps.

Burns & Wilcox is a member of
AAMGA and NAPSLO.

—By Sally Roberts

*

First State
Management
Group Inc.
150 Federal St.
Boston, Mass. 02110

617-526-7650; fax: 617-526-0605
Internet: www firsttateins.com

1996 1995
Premium volume. . $245,483,000 $240,574,000
Employees. .. ............ 234 234
Commercial lines: ....... 100% 100%
Admitted business. .. ... .. 18% 21%
Non-admitted . .. ... ... 82% 79%

First State Management Group
Inc. is focusing on a core group of
specialty casualty products as it
copes with a softening property
catastrophe market and an already
competitive casualty market.

Premium volume at First State,
an underwriting management unit
of The Hartford, expanded only
marginally to $245.5 million last
year from $240.6 million in 1995,
reflecting the increasingly compet-
itive marketplace.

“Even if you add our admitted
writings, the overall picture (in
1996) was flat,” said First State
President Ralph J. Palmieri. “It
was not a high-growth year.”

This year, he added, is not look-
ing much different.

First State is the exclusive un-
derwriting manager for two Hart-

ford insurance units: Pacific In-
surance Co. Ltd., a non-admitted
market (see profile, page 30), and
Trumbull Insurance Co., an admit-
ted insurer.

The manager also is producing
admitted business for Hartford’s
Twin City Fire Insurance Co. unit,
but only until Trumbull—which
Hartford converted into an exclu-
sive First State market in 1995—is
licensed and receives rate and
form approvals in all states. At
that point, Trumbull will become
First State’s exclusive admitted
market.

Trumbull is currently licensed in
43 states and the District of
Columbia and is in the process of
getting state regulatory approvals
for its products, Mr. Palmieri said.
He predicted it will take another
12 to 24 months before all filings
are approved and business that
has been written by Twin City can
be transferred to Trumbull.

Overall, 82% of First State’s
business was written on a non-ad-
mitted basis last year and 18% on
an admitted basis.

While earthquake- and hurri-
cane-exposed property risks in
California and Florida have
proven profitable in recent years,
competition has overtaken that
market, pushing rates down and
dampening revenue growth, Mr.
Palmieri reported.

In response, First State is focus-
ing on the less competitive seg-
ments of the property market and
on specialty casualty products, in-
cluding a wide variety of profes-
sional liability risks; primary lia-
bility risks, including manufactur-
ers and contractors, product lia-
bility, and owners, landlords and
tenants risks; and program busi-
ness.

Among the programs is a truck-
ing physical damage and bodily
injury liability package written
through First State’s Burlington,
N.C., office and offering liability
limits of $1 million per claim and
$2 million aggregate.

The liability part of the coverage
is written on an admitted basis,
while most of the physical damage
coverage is on a non-admitted ba-
sis, Mr. Palmieri said.

In addition to its Boston head-
quarters and the Burlington office,
First State has offices in Atlanta,
Chicago, Los Angeles, New York
and San Francisco.

First State’s staff held steady at
234 last year, unchanged from
1995.

The company’s officers in addi-
tion to Mr. Palmieri include Peter
P. Coghlan, executive vp; and Ray-
mond T. Lewis, senior vp.

First State is a member of AAM-
GA, NAPSLO and PLUS.

—By Douglas McLeod
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ARC Excess & Surplus Ine.

300 Oid Country Road, Mineola, N.Y.
11501; 516-747-4100; fax: 516-747-3633

1996 1995

Premium volume $170,000,000  $160,000,000

Employees 41 4

Commercial lines 100% 100%

Admitted business 85% 80%

Non-admitted 15% 20%
Founded: 1986.

Business: 5% managing general agent,
95% broker.

MGA for: CNA Insurance Group, The
Connecticut Indemnity Co., John Dzere In-
surance Group, Everest National Insurance
Group, Gulf Insurance Co.

Broker for: Admiral Insurance Co., Aet-
na Casualty & Surety, Agricultural Excess
& Surplus, American Alliance Insurance
Co., CNA Insurance Cos., The Connecticut
Indemnity Co., John Deere Insurance
Group, Evanston Insurance Co., Executive
Risk, Federal Insurance Co., Fireman's
Fund Cos., General Star National Insur-
ance Co., Great American Insurance Co.,
Gulf Insurance Co., Lioyd's of London.

Branches: Houston.

Subsidiaries: Preferred Risk Facilities
Inc., Mineola, N.Y.

Specialties: D&O liability, fiduciary fiabili-
ty, lawyers professional liability, union fidu-
ciary, fidelity, employment practices liability.

Licensed in: Connecticut, New Jersey,
New York, Pennsylvania, Texas.

Membership: NAPSLO.

Officers: Albert L. Salvatico, Richard A.
Fierstein, Christopher J. Cavallaro, John
Semeraro, Robert H. Goodman.

Contact: Albert L. Salvatico.

Agency Marketing
Services Inc.

130 Pinellas Way N., St. Petersburg, Fla.
33710; 813-384-1036; fax: 813-343-4123

1996 1995
Premium volume $18,500,000 $15,400,000
Employees 19 15
Commercial lines 100% 100%
Admitted business 50% 50%
Non-admitted 50% 50%

Founded: 1982.

Business: 45% managing gene-al agent,
5% Lloyd's of London coverholder, 50% bro-
ker.

MGA for: Coregis Group, Hermitage In-
surance Co., Mount Vernon Fire Insurance
Co., Nautilus Insurance Co., TIG Insurance
Co., Terra Nova Insurance Co., Zurich In-
surance Group.

Broker for: Admiral Insurance Group,
Evanston Insurance Co., Executive Risk
Group, Fireman's Fund Insurance Co.,
Great American Insurance Co., National
Union Insurance Co., RLI Insurance Co.,
Reliance Insurance Co., Travelers Group,
Tudor Insurance Co.

Subsidiaries: Allsouth Professional Lia-
bility Insurance, Tampa, Fla.

Specialties: Lawyers professional liabili-
ty, medical malpractice, E&O, D&O.

Licensed in: Alabama, Florida, Georgia,
Mississippi, Ohio, Tennessee, Texas.

Membership: NAPSLO.

Officers: Kevin Schuk, president; Tim
Hoelle, executive vp; Byron Chenell, vp;
Ken O'Neill, vp.

Contact: Kevin Schuk.

All American Agency
Facilities Inc.
3033 S. Parker Road, Suite 506,
Aurora, Colo. 80014;
303-337-4355; fax: 303-337-4534

1996 1995
Premium volume $49,017,483  $32,874,655
Gross revenues $4,912,511 $3,290,785
Employees mn 45
Commercial lines 0% 95%
Admitted business 60% 50%
Non-admitted a0% 50%

Founded: 1981.

Parent: W.R. Berkley Corp.

Business: 60% managing general agent,
5% Lloyd's of London coverholder. 35% bro-
ker.

MGA for: Capitol Indemnity Corp., Car-
olina Casualty Insurance Co., Guaranty
National Insurance Co., Scottsdale Insur-
ance Co.

Broker for: Admiral Insurance Co.,
Chubb Specialty Insurance Co.. General
Star Management Co., Lexington Insur-
ance Co., Reliance Insurance Group,
Shand Morahan, Zurich Insurance Group.

Branches: Denver; Jacksonville and Or-
lando Fla.; Minneapolis; Great Falls, Mont.;
Lincoln, Neb.; Charlotte, N.C.; Beaverton,
Ore.; Seattle.

Subsidiaries: Rocky Mountain General
Agency, Great Falls, Mont.; Diversified X/S
Underwriters, Lincoln, Neb.

Licensed in: Alabama, California, Col-
orado, Delaware, Florida, Hawaii, lllinois,
Kansas, Michigan, Minnesota, Missouri,
Montana, Nebraska, New Mexico, North
Carolina, Oregon, South Carolina, Utah,
Virginia, Washington, Wyoming.

Membership: AAMGA, NAPSLO.

Officers: Robert L. McGrew, president;
Ken Baker, Irvin Wolf IlI, senior vps; Joe
Benkelman, Don Hummel, David Cregger,
Art Forenza, vps.

Contact: Judy Carrithers.

All Risks Ltd.
1020 Cromwell Bridge Road,
Towson, Md. 21286-3396;
410-828-5810; fax: 410-828-8179

1896 1995

Premium volume $52500,000  $44,500,000

Employees 8 74

Commercial lines % 7%

Admitted business 60% 60%

Non-admitted 4% 40%
Founded: 1964.

Business: 80% managing general a-
gent, 20% broker, Lloyd's of London cover-
holder.

MGA for: Acceptance Insurance Co.,
Canal Insurance Co., CIGNA Group,
Copenhagen RE, Essex Insurance Co.,
National Idemnity Group, Northland Insur-
ance Co., Scottsdale Insurance Co.,
Sphere Drake Insurance Co., Gulf Insur-
ance Co., St. Paul Re, Union America In-
surance Co., United Nationa Insurance
Co., U.S. Liability Group, Western Heritage
Insurance Co.

Broker for: Admiral Insurance Co.,
American International Group, CNA Insur-
ance Cos., Chubb Corp., Evanston Insur-
ance Co., First State Insurance Co., Gen-
eral Star Indemnity Co., Northland Insur-
ance Co., RLI Insurance Co., Reliance In-
surance Group, United Capitol Insurance
Co., Westchester Specialty Group, Zurich
Insurance Group.

Branches: Phoenix; Charlotte, N.C.;
Cleveland; York, Pa.; Richmond, Va.

Subsidiaries: Skipjack Premium Fi-
nance Co., Baltimore, Md.

Specialties: Commercial automobiles,
security guards.

Licensed in: Arizona, District of
Columbia, Maryland, North Carolina,
Pennsylvania, Virginia.

Membership: AAMGA, NAPSLO.

Officers: William J. Salladin, CEO; Marti
Dickinson, president; Nick Cortezi, execu-
tive vp; Rex Regan, vp-Virginia operations;
Nick Croce, vp-brokerage operations.

Contact: Nick Cortezi.

Alternative Risk
& Insurance Concepts
Agency Inc. (ARIC)
2360 Fifth Ave., Suite 201,

Mandeville, La. 70448;
504-624-8611; fax: 504-624-3971

1996 1995

Premium volume $8,000,000 $7,000,000

Employees 13 "

Commercial lines 100% 100%

Admitted business 0% 30%

Non-admitted 0% 0%
Founded: 1991.

Business: 60% managing general agent,
40% broker.

MGA for: Royal Surplus Lines Insurance
Co., TIG Insurance Co.

Broker for: American International
Group, ERC International, Frontier Insur-
ance Group, International Indemnity Insur-
ance Co., Reliance Insurance Co., Safety
National Insurance Co., United States Lia-
bility Insurance Co.

Specialties: Excess workers compen-
sation, commercial auto.

Licensed in: Arkansas, Louisiana, Mis-
sissippi, Texas.

Membership: NAPSLO.

Officers: Donald E. Cass2, president/
CEO; Todd Richard, secretary/treasurer.

Contact: Donald E. Casse.

American E&S
Insurance Brokers
40 Fulton St., 15th Floor,

New York, N.Y. 10038;
212-619-4220; fax: 212-766-1019

199 1995

Premium volume $96,224,000 $95,100,000

Employees 58 65
Commercial lines 100% 100%
Admitted business 65% 60%
Non-admitted 3B% 40%

Founded: 1980.

Parent: Acordia Inc.

Business: 30% managing general agent,
1% Lloyd's of London coverholder, 69% bro-
ker.

Broker for: Agriculture Excess & Sur-
plus, First State Insurance Co., RLI Insur-
ance Co., Ranger Insurance Co., Reliance
National Insurance Co., Travelers Group,
Zurich Insurance Group.

Branches: Irvine and San Francisco,
Calif.; Seminole, Fla.

Specialties: Property and difference-in-
conditions, casualty, D&O and lawyers lia-
bility, California contractors, motel/hotel.

Licensed in: California, Florida, New
Jersey, New York.

Membership: AAMGA, NAPSLO.

Officers: Roger S. Walsh, president/
CEO; Ramona Olszewski, CFO/assistant
treasurer; Jane Vandevelde, Denis Brady,
senior vps.

Contact: Roger S. Walsh.

American Insurance Marketing
Services Inc.
18550 W. Capitol Drive,
Brookfield, Wis. 53045,
414-860-1825; fax: 414-860-1826

1996 1995
Premium vclume $13,000,000 $10,000,000
Gross revenues $620,000 $500,000
Employess 3 5
Commercia’ lines 100% 100%
Admitted business 80% 80%
Non-admitted 20% 20%

Founded: 1986.

Parent: Aegis Corp.

Business: 2% Lloyd's of London cover-
holder, 98% broker.

Broker for: Allianz Insurance Co., CNA
Insurance Cos., Communal Underwriters
Insuranece Co., Coregis Insurance Co., Na-
tional Union Insurance Ca., Reliance Insur-
ance Co., Royal Insurance Co., SCOR RE,
United National Insurance Co., Westch-
ester Specialty Group, Westport Indemni-
ty, Zurich Insurance Group.

Specialties: Primary products, excess
comper:sation, E&O and D&O liability.

Licensed in: lllinois, Mississippi, Wis-
consin.

Membership: NAPSLO.

Officers: Bob Wurtz, John Dirkse, John
P. Middleton.

Contact: John P. Middleon.

Suppo.t services provided by parent company.

| Anderson & Murison Inc.

800 W. Colorado Blvd.,
Los Angeles, Calif. 90041;
213-255-2333; fax: 213-255-0957

1996 1995
Premium volume $30,280,000 24,196,000
Gross revenues $5,470,000 $4,112,000
Employees L 41
Commercial lines 38% 48%
Admitted business 58% 52%
Non-admitted 2% 48%

Founded: 1965.

Business: 91% managing general
agent, 3.3% Lloyd's of London coverhold-
er, 5.7% broker.

MGA for: Acceptance Insurance Co.,
American Empire Surplus Lines Insurance
Co., American Equity Insurance Co.,
American Reliable Insurance Co., Com-
mercial Underwriters Insurance Co., Colo-
nia Insurance Co., First Tinancial Insur-
ance Co., Jefferson Insurance Co., Monti-
cello Insurance Co., Western World Insur-
ance Co.

Broker for: National Casualty Insurance
Co., Pacific Insurance Co., Reliance Insur-
ance Co.

Licensed in: California.

Membership: AAMGA, NAPSLO.

Officers: David F. Anderson, chairman;
Horst L. Lechler, president; Sorn Harn, vp.

Contact: David F. Aaderson, 213-255-
2333 ext. 201.

A.P.P.L.EE—A Preferred
Professional Liability
Enterprise Inc.

132 Nassau St., New Yerk, N.Y. 10038;
212-608-4505; fax: 212-608-454C

1996 1995

Premium volume $21,960,000 $20,475,000

Employees 10 1"

Commercial lines 100% 100%

Admitied business 65% 60%

Nor-admitied 35% 40%
Founded: 1990.

Business: 100% broker, Lloyd's of Lon-
don coverholder.

Broker for: American International
Group, BCS Insurance Co., Colonia Insur-
ance Co., Lloyd's of London, Reliance Na-
tional Insurance Co., Zurich Re (U.K.) Ltd.

Specialties: Lawyers professional liabili-
ty, employment practices liability, non-prof-
it D&O liability.

Licensed in: New Jersey, New York.

Officers: Mark F. Diette, chairman; Deb-
orah Gallo DiMarco, president.

Contact: Claudia Peneety or Julie Pelli-
grino.

ARIS Insurance Services
P.O. Box 8865, Calabasas,
Calif. 91302-8865; 818-591-1598;

fax: 818-591-1422

1996 1995
Premium volume $17,400,000 $11,600,000
Gross revenues $1,780,000 $1,218,000
Employees 24 18
Commercial lines 100% 100%
Admitted business 4% 5%
Nor-admitied 96% 95%

Founded: 1983.

Business: 60% managing general agent,
40% broker.

MGA for: Preferred National Insurance
Co., Sphere Drake Insurance Co. Lid.

Broker for: Aries Insurance Co., United
Capitol Insurance Co.

Branches: Concord, Irvine, Palm Springs
and San Jose, Calif.

Specialties: Contractors.

Licensed in: California.

Membership: NAPSLO.

Officers: Joe Weckerle Sr., Joyce
Weckerle, Laura Weckerle, Joe Weckerle
Jr.

Contact: Joe Weckerle Sr.

Arlington/Roe & Co. Inc.

8465 Keystone Crossing, Suite 100,
Indianapolis, Ind. 46240;
317-257-9123; fax: 317-259-4106

199 1995
Premium volume $19,098,946 $18,035,759
Gross revenues $2,167,032 $2,049,925
Employees 25 35
Commercial lines 68% 66%
Admitted business 65% 65%
Mon-admitted 35% 35%

Founded: 1964.

Business: 58% managing general agent,
1% Lloyd's of London coverholder, 41% bro-
ker.

MGA for: American Modern Home In-
surance Co., Capitol Indemnity Corp., Cen-
tury Surety Co., Empire Fire & Marine In-
surance Co., Fidelity & Deposit of Mary-
land, Foremost Insurance Co., Guaranty
National Insurance Co., Landmark Ameri-
can Insurance Co., Markel Insurance Co.,
Midwest Mutual Insurance Co., National
Fire & Marine Insurance, National Indem-
nity Co., Northfield Insurance Co., North-
land Insurance Co., Redland Insurance
Co., Universal Underwriters Insurance Co.

Broker for: Admiral insurance Co., AIG
Aviation, American International National
Union, Associated Aviation Underwriters,
Chubb Custom Insurance Co., Coregis In-
surance Co., Employers Reinsurance
Group, Evanston Insurance Co., Executive
Risk Indemnity Inc., Fireman's Fund Insur-
ance Co., First State Insurance Co., Gen-
eral Star Indemnity Co., Great American
Insurance Co., Lexington Insurance Co.,
Reliance National Insurance Co.

Branches: Louisville, Ky.

Specialties: Non-profit D&O.

Licensed in: Indiana, Kentucky.

Membership: AAMGA, NAPSLO.

Officers: Allen J. Grau, executive vp;
Teri Reynolds, communal lines vp; Janet
Phillips, personal lines vp; Connie French,
aviation vp; Kurt Behrman, executive vp.

Contact: James A. Roe.

Atlantic Speciaity Lines Inc.
9201 Forest Hill Ave., Suite 202,
Richmond, Va. 23235;
804-320-9500; fax: 804-320-7280

1996 1995

Premium volume $9,500,000 NA

Employees 13 NA

Commercial lines % NA

Admitted business T NA

Non-admitted 3% NA
Founded: 1996.

Business: 656% managing general agent,
35% broker.

Branches: St. Petersburg, Fla.; Monti-
cello, N.Y.; Pittsburgh.

Specialties: Contractors and security

guards, alarm installers and private investi-
gators, E&O and professional liability, pro-
grams for chiropractors and personnel con-
sultants.

Contact: Robert M. Bryant, presiden:.

Bliss & Glennon Inc.
435 N. Pacific Coast Highway, Suite 200,
Redondo Beach, Calif. 90277;
310-372-9115; fax: 310-372-1903

1996 1995
Premium volume $29,000,000 $26,000,000
Gross revenues $4,653,047 $3.541.263
Employees a2 36
Commercial lines 9% 90%
Admitted business 0% 80%
Non-admitted 30% 0%

Founded: 1966.

Business: 70% managing general agent,
3% Lloyd's of London coverholder, 27% bro-
ker.

MGA for: American Equity Insurance
Co., First Financial Insurance Co., NaLtilus
Insurance Co., Penn-America Insurance
Co., Twin City Fire Insurance.

Broker for: Admiral Insurance Co.,
Commercial Underwriters Insurance Co.,
Pacific Insurance Co., Western World In-
surance Co.

Branches: Morgan Hill and San Dizgo,
Calif.

Licensed in: California.

Membership: AAMGA, NAPSLO.

Officers: Robert Abramson, president;
Corinne Jones, senior vp; Patrick Martin,
vp; Richard Overstreet, assistant vp; Mar-
guerite Shatzer, assistant vp.

Contact: Robert Abramson.

Bohrer-Croxdale
& McAdoo Inc.

601 South Ave., P.O. Box 2760,
Springfield, Mo. 65801-2760;
417-869-2550; fax: 417-869-5102

1996 1995

Premium volume $13,000000  $11,000,000

Commercial lines 9% 9%%

Admitted business 50% 50%

Non-admitted 50% 50%
Founded: 1977.

Business: 60% managing general agent,
10% Lloyd's of London coverholder, 30% bro-
ker

MGA for: Capitol Indemnity Corp., Em-
pire Fire & Marine Insurance Co., General
Agents Insurance Co., National Casualty
Co., National Indemnity Co., Northland In-
surance Cos., Scottsdale Insurance Co.

Specialties: Commercial auto, public
auto, D&O liability.

Licensed in: Arkansas, lllinois, Kansas,
Missouri, Oklahoma.

Membership: AAMGA, NAPSLO.

Officers: Yvonne S. Bohrer, president;
Sydney T. Croxdale, vp/secretary-treasur-
er.

Contact: Sydney T. Croxdale.

Russell Bond & Co. Inc.

Ellicott Square Building, 295 Main St.,
Suite 866, Buffalo, N.Y. 14203-2395

800-333-7226 or 716-856-8220;
fax: 716-856-0403
1996 1995
Premium volume $18,000,000 $15,100,000
Gross revenues $1,700,000 $1,200,000
Employees 22 19
Commercial lines 100% 100%
Admitted business 0% T0%
Non-admitted 30% 30%
Founded: 1950.

Business: 31% managing general agent,
2% Lloyd's of London coverholder, 675% bro-
ker.

MGA for: Coregis Insurance Co. First
Financial Insurance Co., National Casualty
Co., United States Liability Insurance Co.

Broker for: American International
Group, Chubb Corp., Evanston Insurance
Co., General Star Management, Glf In-
surance Co., Lexington Insurance Co.,
Lloyd's of London, Reliance Insurance
Group.

Licensed in: New York.

Membership: AAMGA, NAPSLO.

Officers: Kurt C. Bingeman, president,
Gary A. Hollederer, vp/general manager;
Mark A. Palmisano, vp-administraticn and
finance.

Contact: Kurt C. Bingeman.

Continued on page 69



+~ THE FIFTH ANNUAL ~
-

Business -

WQF\’KERS COM F’ENSATJON
CONFERENCE .

»~

WHO SHOULD ATTEND

Risk managers, loss prevention and safety managers, workers compensation administrators

and analysts, employee benefit executives, plus insurers, brokers, consultants, represen-
- tatives from HMOs and PPOs, state and local government representatives, association

members, attorneys and providers from a broad range of companies and institutions.

CONFERENCE PROGRAM

MONDAY, OCTOBER 27, 1997

* GOLF TOURNAMENT, MALIBU COUNTRY CLUB:
Hosted by Deloitte & Touche and SAC3

* EARLY REGISTRATION AND WELCOME RECEPTION: Hosted by Liberty Mutual
* EMPLOYER’S PRIVATE ROUNDTABLE

TUESDAY, OCTOBER 28, 1997

* REGISTRATION AND CONTINENTAL BREAKFAST: Hosted by Kemper

* THE CASE FOR INTEGRATION: SORTING OUT THE MYTHS AND
REALITIES OF DISABILITY INTEGRATION MANAGEMENT

* ERGONOMICS: EFFECTIVE WORKPLACE PRACTICES AND PROGRAMS
¢ REFRESHMENTS IN EXHIBIT HALL: Hosted by Commonuwealth Risk

* COMBATING FRAUD IN THE WORKERS COMPENSATION SYSTEM

* LUNCHEON: Hosted by INTRACORP

¢ RETURNING EMPLOYEES TO WORK

* THE TRENDS OF WORKERS COMPENSATION IN CALIFORNIA TODAY:
WHERE IS REFORM GOING?

* CREATIVE INCENTIVES AND PAY-FOR-PERFORMANCE METHODOLOGIES
¢ IDENTIFYING FACTORS THAT DRIVE WORKERS COMPENSATION COSTS
* COCKTAIL RECEPTION

WEDNESDAY, OCTOBER 29, 1997

s CONTINENTAL BREAKFAST: Hosted by GENEX Services, Inc.

* OUTCOMES MEASUREMENTS: MANAGED CARE VS. MANAGED COSTS
* REFRESHMENTS IN EXHIBIT HALL: Hosted by Wausau Insurance Compénies

» ALTERNATIVE RISK FINANCING

*» NEW MEDICAL APPROACHES TO OLD PROBLEMS

* RISK MANAGEMENT INFORMATION SYSTEMS

¢ LUNCHEON: Hosted by AIG Claim Services, Inc.

» INNOVATIVE PRINCIPLES FOR REDUCING WORKERS
COMPENSATION COSTS

* SCREENING OUT YOUR PROBLEMS—HOW FAR CAN YOU GO?

* BUILDING A LABOR/MANAGEMENT TEAM TO WORK TOGETHER IN
REDUCING WORKERS COMPENSATION COSTS

Presented by Business Insurance and

IBEF e [nternational Business Forum

OCTOBER 27-29, 1997

Loews Santa Monica Beach Hotel

Santa Monica, California

CONFERENCE CHAIRMAN

Kathryn J. McIntyre
Vice President, Publisher
and Editorial Director
Business Insurance

CONFERENCE
ADVISORY BOARD

Maddy E. Bowling

Vice President, Workers Comp
Managed Care

Intracorp

Arnold Davenport
Vice President, Risk Management
Marriott International, Inc.

Dwight E. Davis
President & COO
Wausau Insurance Companies

Mary Stoik Dymond
Director of Risk Management
ACX Technologies Inc.

Jenny Parker Emery

Total Health & Disability Management
Practice Leader

Towers Pervin

John Kessock, Jr.
Chairman
Commonwealth Risk

Elizabeth M. Lindner
Executive Vice President
Kemper Insurance Companies

Peter C. Madeja
President & CEO
GENEX Services, Inc.

Christopher E. Mandel
¢ Senior Divector, Worldwide Risk Management
¢ PepsiCo Restaurant Services Group

i John Pasqualetto

| President,

. Specialty Workers Compensation Division
. American Home Assurance Company

Jeffrey W. Pettegrew
. Vice President, Risk Management & Insurance
i Western Staff Services

- John F. Ryan
. Vice President, Commercial Marketing
. Liberty Mutual Group

* Richard A. Victor, Ph.D..].D.
. Executive Director
: Workers Compensation Research Institute

i Edward M. Welch

. Assistant Professor

i School of Labor & Industrial Relations
i Michigan State University

Stephen M. Wilder
i Vice President, Risk Management
i Walt Disnzy Company

. CONFERENCE SPONSORS

® AIG Claim Services, Inc.

i ® Commonwealth Risk

. * Deloitte & Touche

i ®* GENEX Services, Inc.

¢ Intracorp

i ® Kemper Insurance Companies
- ¢ Liberty Mutual Group

: #SAC3

. * Wausau Insurance Companies

ACCREDITATION

IBF e International Business Forum has applied with the California Insurance Board as

a course provider for 11 CEU credits.

SPONSORSHIP AND EXHIBITING

If your organization is interested in exhibiting at the conference or sponsoring an event,
please contact Julie Tarsi at (212) 279-2525, ext. 14.

REGISTRATION

To register or to receive more information, please write or call
IBF * International Business Forum, 7 Penn Plaza, Suite 901, New York, NY 10001.

FAX: (212) 279-9307 :

TEL: (212) 279-2525

YES, I'D LIKE TO REGISTER FOR THE FIFTH ANNUAL BUSINESS
INSURANCE WORKERS COMPENSATION CONFERENCE.

(] 1 am a service provider — $995

[ Iam a risk, benefits or safety manager — $595

Name

Name for Badge

Title

Company

Address

City/Srare/Zip

Telephone No. ( )

Fax No. ( )

[] Please forward information about table-top exhibits.

[ Please forward information about sponsorship opportunities.

WCBIFP
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Bristol Management
Group Ltd.

366 Veterans Memorial Highway,
Commack, N.Y-, 11725;
516-543-5010; fax: 516-543-5138

1996 1995
Premium volume $8,200,000 NA
Employees 13 NA
Commercial lines 100% NA
Non-admitted 100% NA

Founded: 1995.

Business: 95% managing general agen,
5% Lloyd's of London coverholder.

MGA for: Agricultural Excess & Surplus
Insurance Co., Reliance Insurance Co,,
Reliance Insurance Co. of lllinois, Relianca
National Indemnity Co.

Branches: Closter, N.J.

Specialties: E&O liability, professicnal Ii-
ability, ship repair, marine contractors.

Licensed in: New Jersey, New York.

Membership: NAPSLO.

Officers: Arthur E. Torrington, president;
Janet M. Wesche, executive vp; Martin
Cholewa, senior vp; Michael Mendonez,
vp; Arthur Torrington Jr., vp.

Contact: Arthur E. Torrington.

Brown & Riding Insurance
Services Inc.

777 S. Figueroa St., Suite 2550,
Los Angeles, Calif. 90017;
213-452-7060; fax: 213-452-7080

1996 1995
Premium volume $30,000,000 $30,000,000
Employees 20 20
Commercial lines 100% 100%
Admitted business 60% 50%
Nen-admitted 0% 50%

Founded: 1980.

Business: 100% broker.

Branches: San Mateo, Calif.; Las Vegas.

Subsidiaries: Brown & Riding Insurance
Services of Nevada Inc., Brown & Riding
Insurance Services of Southern California
Inc.

Specialties: Commercial and residential
contractors, umbrella.

Licensed in: California, Nevada.

Membership: NAPSLO.

Officers: Chris Brown, president; B. Pe-
ter Brown, chairman; Ramon Howing, vp;
Ravi Chopra, vp.

Contact: Chris Brown.

The directory of surplus lines in-
surers begins on page 39.

Bryson Associates Inc.
100 West Ave., Beaver Hill S..
P.O. Box 545, Jenkintown, Pa. 19046;
215-576-1500; fax: 215-884-2869

1986 1995
Sremium volume $135,000,000  $101,000,000
smployees 55 52
Sommercial lines 100% 100%
Admitted business 68% 68%
Non-admitted 2% 32%

Founded: 1977.

Parent: Aon Specialty Group.

Business: 100% broker.

Branches: Atlanta; Cincinnati; New York.

Specialties: Commercial property/casu-
alty, D&O and E&Q liability.

Licensed in: Connecticut, District of
Columbia, Georgia, New Jersey, New York,
Ohio, Pennsylvania, Rhode Island, Virginia.

Membership: NAPSLO.

Officers: Daniel P. McDonnell, presi-
dent; Maureen C. Caviston, managing vp-
New York; Gary E. Frohn, managing vp-
Cincinnati; J. Neal Abernathy, managing
vp-Atlanta; William D. Trumbower, vp.

Contact: Daniel P. McDonnell.

Burns & Wilcox Ltd.
30833 Northwesten Highway,
Suite 220, Farmington Hills, Mich. 48334;
248-932-9000; fax: 248-932-9050

1996 1995
Premium volume $271,650,000  $258,500,000
Gross revenues $37,986,000  $33,901,000
Employees 500 483
Commercial lines 2% 92%
Admitted business 1% 12%
Non-admitted B1% 88%

Founded: 1969.

Parent: H.W. Kaufman Financial Group
Inc.

Business: 57% managing general agent,
11% Lloyds of London coverholder, 32%
broker.

MGA for: Acceptance Insurance Co.,
American Empire Surplus Lines Insurance
Co., Canal Insurance Co., Century Surety
Insurance Co., Colony Insurance Co., Es-

sex Insurance Co., Empire Fire & Marine |

Insurance Co., First Financial Insurance | 4 3 - :
Co., GAINSCO County Mutual Insurance | Crel Fioger, Sxaoutive s, Mancia Hirrichs,

Co., Guaranty National Co., Jefferson In-
surance Co., Landmark Insurance Co., Le-
gion Insurance Co., National Indemnity In-
surance Co., Scottsdale Insurance Co.,
U.S. Liability Insurance Co., Western
World Insurance Group.

Broker for: Admiral Insurance Co., Agri-
cultural Excess & Surplus Lines Insurance
Co., Alliance General Insurance Co.,
American International Group, CNA Insur-
ance Cos., Chubb Corp., Colorado West-

ern Insurance Co., Commercial Uncerwrit-
ers Insurance Co., Coregis Insurance Co.,
Evanston Insurance Co., Fireman's Fund
Insurance Co., First State Management
Co., Great American Insurance Co., Inter-
state National Group, Marine Office of
America Corp.

Branches: 38 locations nationwide.

Subsidiaries: Casualty Underwriters Inc.,
St. Paul, Minn.; Cravens, Dargan & Co.,
Houston; Floyd West & Co., Metairie, La.; G-
A Insurance Services; Howad-James/Burns
& Wilcox Insurance Services, Encino, Calif.;
lllinois R.B. Jones Inc., Chicago; Rathbone,
King & Seeley Insurance Sarvices, Fresno
and San Francisco, Calif.; Royal Premium
Budget Inc.; Service General.

Licensed in: All states, excluding Alas-
ka, Hawaii and New York.

Membership: AAMGA, NAPSLO.

Officers: Herbert W. Kaufman, presi-
dent; Gerald Wesolowski, CFO; Ge-ald W.
Horton, Alan J. Kaufman, executive vps;
Steve Allen, David Price, senior vps.

Contact: Steve Allen.

cic

1200 E. Woodhurst, M-400,
Springfield, Mo. 65808-9005;
417-883-3277; fax: 417-883-3393

1996 1995
Premium volume $14,080,180 513,524,185
Gross revenues $1,615,48 $1,520,682
Employees 20 18
Commercial lines 100% 100%
Admitted business A6% 30%
Non-admitted 54% 70%

Founded: 1984,

Business: 70% managing general agent,
30% broker.

Licensed in: Arkansas, Kansas, Mis-
souri.

Membership: AAMGA, NAPSLO.

Officers: David W. Hinrichs, president;

secretary; Shelley McKeen, treasurer.
Contact: David W. Hinrichs.

Cambridge General Agency
100 Pine St Suite 350,
San Francisco, Calif. 94111;
415-955-8555; fax: 415-394-6305

1996 1995
Premium volume $19,000,000 $17,000,000
Gross revenues $2,700,000 $2,600,000
Employees 4 46

gEFFERSON INSURANCE GROUP

Newport Tower
525 Washington Boulevard
Jersey City, New Jersey 07310

(800) 207-9847
(201) 222-8666
(201) 222-9161

Website: www.jetfgroup.com

Tel:

Fax:

MEMBER COMPANIES

JEFFERSON INSURANCE COMPANY OF NEW YORK
MONTICELLO INSURANCE COMPANY
JEFFCO MANAGEMENT COMPANY, INC.

A (Excellent) Class VII A.M. Best Rating

Commercial lines 5% 80%

Adrnitted business 16% 18%

Non-admitted 84% 82%
Founded: 1962.

Parent: Cambridge General Agency.

Business: 71% managing general agent,
3% Lloyd's of London coverholder, 26% bro-
ker.

MGA for: Acceptance Insurance Co.,
Colony Insurance Co., Essex Insurance
Co., Scottsdale Indemnity Co., Scottsdale
Insurance Co.

Broker for: American International
Group, Alliance General Insurance Co.,
CIGNA Group, Commercial Union Insur-
ance Co., General Security Insurance Co.,
Interstate Fire & Casualty Co., Investors In-
surance Co., Pacific Insurance Co. Lid.,
Reliance Insurance Co., RLI Insurance
Co., Sutter Insurance Co., TOPA Insur-
ance Co., United Capitol Insurance Co.,
United Coastal Insurance Co.

Branches: Rancho Cordova, Stockton
and West Covina, Calif.

Licensed in: California.

Membership: AAMGA, NAPSLO.

Officers: A. Mason Blodgett, president;
Paul Janofsky, vp/general manager; Julie
Sylim-Uang, vp/underwriting manager;
Howard Mitchell, vp/branch manager; Tom
Rucki, claims manager.

Contact: Paul Janofsky or Julie Sylim-
Uang.

Carpenter Moore Insurance
Services Inc.

530 Washington St., San Francisco, Calif.
94111, 415-433-1001; fax: 415-433-5148

1996 1995
Premium volume $40,200,000 $24,500,000
Gross revenues $3,950,000 $2,090,000
Employees 18 13
Commercial lines 100% 100%
Admitted business 35% 35%
Nor-admitted 65% 65%

Founded: 1986.

Business: 5% Lloyd's of London cover-
holder, 95% broker.

Broker for: Admiral Insurance Group,
American International Group, Executive
Risk Group, Great American Insurance
Co., Genesis Insurance Co., Lloyd's of
Londan, Reliance Insurance Co., Zurich In-
surance Group.

Branches: Avon, Conn.; Cambridge,
Mass.

Specialties: D&O and professional lia-
bility.

Licensed in: California, Massachusetts,
Utah.

Officers: Kinsey L. Carpenter, presi-
dent; Brian P. Marsh, chairman; Susan M.
Miner, CFO; Eileen Winter, secretary.

Contact: Eileen Winter.

Centrex Underwriters Inc.

P.O. Box 171176, Memphis,
Tenn. 38187; 901-767-4754;
fax: 801-767-0153

1996 1995
Premium voluma $4,581,000 $4,7.0,000
Employees 8 9
Commercial lines 100% 100%
Admitted business 17.1% 21%
Non-admitted 82.9% 37.9%

Founded: 1985.

Business: 100% managing general
agent.

MGA for: First Specialty Insurance
Corp., General Star Indemnity Co., United
National Insurance Co., Westport Insur-
ance Corp.

Specialties: Liquor liability insurznce,
excess FDIC bank deposit insurance.

Licensed in: Tennessee.

Membership: AAMGA

Officers: Joseph Carlson, president;
Eric Sturm, vp.

Contact: Joseph Carlson.

Chicago Underwriting
Group Inc.

211 W. Wacker Drive, Suite 300,
Chicago, 60606; 312-750-8800;

fax: 312-750-8965
1996 1995
Employees 18 18
Commercial lines 100% 100%
Admitted business 95% 95%
Non-admitted 5% 5%

Founded: 1983.

Parent: Old Republic International Corp.

Business: 100% underwriting manager.

Underwriting manager for: Old Repub-
lic Insurance Co. and affiliates.

Subsidiaries: CHUG Insurance Brokers
Inc., Chicago; CHUG Services Inc., Chica-
go, CHUG Services (Bermuda) Ltd.,
Bermuda; Upper Peninsula Insurance Co.,
Jackson, Miss.

Specialties: D&O liability, non-medical
professional liability insurance.

Officers: Martin J. Perry, president;
William J. Schwass, Bart Westcott, senior
vps; Diane Vasti, James Crockett, assis-
tant vps.

Contact: Martin J. Perry.

Commercial Coverage Inc.

16252 West Woods Business Park,
St. Louis, 63021; 800-434-3430;
fax: 800-434-3435
1996* 1995*
Premium volume $12,000,000 $6,300,000
Employees 27 18
Commercial lines 100% 100%

Continued on next vage

Guide to using wholesaler directory

The annual Business Insurance di-
rectory of wholesale marketers lists un-
derwriting managers, managing gener-
al agents and surplus lines brokers that
responded to a Business Insurance
questionnaire.

Listings begin with the company
name, address, telephone and fax
numbers.

Companies were asked for premium
volume, gross revenues (defined as
commissions and fees after commis-
sions to producers, including invest-
ment income and contingent commis-
sions), number of employees, the
percentage of premiums related to
commercial lines and the percentage
of premium volume placed with admit-
ted and non-admitted insurers.

Business specifies the percentage
of premium volume placed in the mar-
ket as an underwriting manager, man-
aging general agent and wholesale
broker. In addition, the percentage of
business conducted as a Lloyd's of
London coverholder is provided. Com-
panies acting as underwriting man-
agers listed companies for which they
have underwriting authority. Managing
general agents gave the names of
companies for which they have binding
authority, while brokers supplied
names of companies with which they
place the most business. If a company
is listed as a coverholder for Lloyd's of
London, the company holds the au-
thority to bind and/or issue insurance
documentation on behalf of a Lloyd’s
underwriter.

Business Insurance defines an un-
derwriting manager as a company that
handles all the affairs of an insurance
company, including underwriting,

reinsurance and claims, with the possi-
ble exception of investments.

A managing general agent is defined
as an entity that has underwriting au-
thority for an insurer, which includes
the ability to determine rates on individ-
ual risks; it can bind and issue policies
on behalf of the insurer. The managing
general agent may or may not have
reinsurance and claims supervision au-
thority related to the insurance it 1as
written.

A broker places business with mar-
kets but has no underwriting authority
or binding authority without approval of
the insurer.

Following the financial information,
the year founded and parent company
(if applicable) are noted. Locations of
branch offices, subsidiaries and
specialties are also listed.

Included next are states in which the
company is licensed to do business as *
an excess/surplus lines broker and
memberships in either of the two na-
tional surplus lines organizations—the
American Assn. of Managing General -
Agents (AAMGA) and the National
Assn. of Professional Surplus Lines -
Oftices (NAPSLO).

Principal officers and a contact name
are also given. .

In addition to this directory of whole- :
sale marketers, a listing of excess and
surplus lines insurers begins on page
39.

The directory is published as an edi-
torial service; there is no charge for
companies to be listed. i

Although Business Insurance makes
every effort to publish complete and _
accurate information, we are unab e to -
verify all the information provided.
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1996* 1995*
Admitted business 10% 10%
Non-admitted 90% 90%
* Fiscal years ending 6/30/96 and 6/30/95.
Founded: 1992.

Business: 75% underwriting manager,
10% managing general agent, 15% broker,
Lioyd's of London coverholder.

Underwriting manager for: Credit Gen-
eral insurance Co., Great American Insur-
ance Co., Hartford Insurance Co., Paradigm
Insurance Co., Reliance National Insurance
Co., Westermn Specialty Insurance Co.

MGA for: Budington Insurance Co., First
Financial Insurance Co.

Broker for: Alliance General Insurance
Co., Claredon Insurance Co., Evanston In-
surance Co., Hariford Insurance Co.,
Homestead Insurance Co., Landmark In-
surance Co.

Branches: Phoenix; San Diego; Fort
Lauderdale, Fla.; Boise, Idaho; South Be-
loit, lllinois; St. Louis; Dallas.

Specialties: Contractors, hospitality,
property.

Licensed in: Arizona, Califomia, Florida,
Idaho, lllincis, Kansas, Missouri, Texas.

Membership: NAPSLO.

Officers: Michael D. Adkins, president;
Lisa Schmenauer, senior vp; Rhonda Hen-
ze, underwriting vp; Brad Garrett, Tom Tay-
lor, vps.

Contact: Brad Garrett.

Cooney, Rikard & Curtin Inc.
P.O. Box 59689, Birmingham,
Ala. 35259-9689; 205-870-7790;

fax: 205-879-3739

1996 1995
Premium volume $157,700,000  $135,000,000
Gross revenues $12,300,000 $9,000,000
Employess 86 74
Commercial lines 100% 100%
Admitted business 60% B0%
Non-admitted 4% 40%

Founded: 1982,

Business: 5% managing general agent,
95% broker, Lloyd's of London coverholder.

MGA for: American Equity Insurance
Co., Burlington Insurance Co., Colony In-
surance Co., Empire Fire & Marine Insur-
ance Co., Essex Insurance Co., First Fi-
nancial Insurance Co., General Star Na-
tional Insurance Co., Guaranty National In-
surance Co., Interstate Fire & Casualty
Co., National Fire & Marine Insurance Co.,
Sphere Drake Insurance Co. P.L.C.

Branches: Fort Lauderdale, Fla.; Met-
airie, La.; Houston.

Specialties: Property, excess and pri-
mary casualty.

Licensed in: All states and Puerto Rico.

Membership: NAPSLO.

Officers: John P. Cooney, president;
Tom Curtis, chairman; Ron Helveston, ex-
ecutive vp.

Crump Insurance
Services Inc.”

7557 Rambler Road, Suite 350,
Dallas, Texas 75231; 214-265-2660;
fax; 214-265-2661

1596 1995
Premium volume $522,550,000  $520,000,000
Gross revenues $38,669,000  $38,700,000
Employees 339 a9
Commercial lines 100% 100%
Admitted business A% 40%
Non-admitted 60% 60%

* Formeny Price Forbes North America.

Founded: 1955.

Parent: Sedgwick Group P.L.C.

Business: 20% managing general
agent, 80% broker, Lioyd's of London cov-
erholder.

MGA for: American Empire Surplus
Lines Insurance Co., American Internation-
al Group, Canal Insurance Co., CIGNA
Corp., First State Management Group Inc.,
General Star Mational Insurance Co., Gulf
Insurance Co., Interstate Fire & Casualty
Co., Jefferson Insurance Group, National
Fire & Marine Insurance Co., National In-
demnity Co., Nautilus Insurance Co., Navi-
gators Insurance Co., Northland Insurance
Co., Scottsdale Insurance Co., United Na-
tional Group, Western World Insurance Co.

Broker for: American Financial Insur-
ance Group, American International
Group, W.R. Berkley Group, Berkshire
Hathaway Group, Canal Insurance Co.,
Chubb Corp., Fireman's Fund Group,
Gryphon Holdings Inc. Group, ITT Hartford
Insurance Group, Investors Insurance
Group, Markel Corp. Group, Northland In-
surance Co., RLI Group, Reliance Insur-
ance Group, Royal Insurance Group.

Branches: Crump Group Inc.: Glendale,
Irvineg, Sacrmento and San Francisco,
Calif.; Casselberry, Fla_; Atlanta; Chicago;
Boston; New York; Portland, Ore.; Mem-
phis and Nashville, Tenn.; Dallas; Houston;
Bellevue, Wash.

Specialties: D&O and E&O liability, ma-
rine, commercial auto, umbrella, excess li-
abiity, financial services.

Licensed in: California, Florida, Geor-
gia, ldaho, lllinois, Louisiana, Mas-
sachusetts, Nevada, New Jersey, New
York, Oregon, Pennsylvania, South Caroli-
na, Tennessee, Texas, Washington.

Membership: AAMGA, NAPSLO.

Officers: Omville D. Jones, chairman/
CEO; Marcus Payne, president/COO;
Patrick R. O'Brien, executive vp/CFO.

Contact: Omnville D. Jones or Marcus
Payne.

ECS Underwriting Inc.

520 Eagleview Bivd., P.O. Box 636,
Exton, Pa. 19341, 800-327-1414;

fax: 610-458-8667
1996* 1995*
Premium volume $196,000,000  $180,200,000
Employees 350 300
Commercial lines 100% 100%
Admitted business 100% 100%

* Fiscal years ending 6/30/96 and 6/30/95.

Founded: 1979.

Parent: ECS Inc.

Business: 100% underwriting manager.

Underwriting manager for: Reliance
National Insurance Co.

Subsidiaries: ECS Claims Administra-
tors Inc., ECS Risk Control Inc., ECS Un-
derwriting (U.K.).

Specialties: Auto liability, environmental
lability, general liability, property, surety.

Membership: NAPSLO.

Officers: William Kronenberg, presi-
dent/CEQ; Frank Piliero, executive
vp/CFO; David Rosenberg, executive vp;
Mark Vuono, executive vp.

Contact: Neil Wernick, vp-marketing.

Eastern America Insurance

Agency Inc.

P.O. Box 193900, San Juan,

Puerto Rico 00319-3900;

787-273-1288; fax: 787-782-8233

1996 1995

Premium volume $147,903,000  $142,142,000
Gross revenues $5,946,000 $6,146,000
Emplayees [ 75
Commercial lines 0% 73%
Admitted business 8% 98%
Non-admitted 2% 2%

Founded: 1981.

Parent: Eastern America Insurance
Group.

Business: 60% underwriting manager,
40% managing general agent.

MGA for: American International Insur-
ance Co. of Puerto Rico, CIGNA Insurance
Co. of Puerto Rico, El Fenix de Puerto Rico,
Federal Insurance Co., Reliance Insurance
Co., Royal Insurance Co. of Puerto Rico,
Seguros Triple S Inc., Universal Insurance
Co.

Licensed in: Puerto Rico.

Membership: NAPSLO.

Officers: Luis Miranda Casanas, presi-
dent; Jorge J. Amadeo, Rafael A. Ro-
driguez, executive vps; Guillermo A. Fer-
nandez, vp.

Contact: Jorge J. Amadeo.

Environmental & Commercial
Insurance (ECI)

2400 Corporate Exchange Drive,
Columbus, Ohio 43231; 614-891-3200;
fax: 614-891-5757

1996 1995

Premium violume* $15,000,000  $15,000,000

Emplayees 33 27

CGommercial lines 100% 100%

Fdmitted business 0% B0%

Mon-admitted 20% 20%
* Estimate.

Founded: 1990.

Parent: International Alliance Services
Inc.

Business: 20% underwriting manager,
80% managing g2neral agent.

Underwriting manager for: Cenlury
Surety Co., Evergreen National Indemnity
Co.

MGA for: Commercial Underwriters In-
surance Co., Empire Fire & Marine Insur-
ance Co., United National Insurance Co.

Branches: Slidell, La.; Reston; Va.

Specialties: General liability, profes-
sional liability, auto, environmental/pollu-
tion coverage.

Licensed in: All states.

Officers: Christopher Timm, president
CEQ; Jacky Turner, vp/COO; Bill Gul:
lzdge, Trenton Eversull, vps.

Contact: Susan Crites.
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Excess & Surplus Lines
Insurance Brokers Inc.

13484 Ventura Bivd., Suite A,
Sherman Oaks, Calif. 91423;
800-243-7542; fax: 818-990-4530

1996 1955
Premium volume $13,188,000 $8,966,000
Gross revenues $1,772,960 $383,845
Employees 17 12
Commercial lines 95% 98%
Admitted business 7% 95%
Non-admitted 3% 5%

Founded: 1975.

Business: 65% managing general
agent, 2% Lloyd's of London coverholder,
33% broker.

MGA for: Burlington Insurance Group
Inc., First Financial Insurance Co., Wes:-
ern Specialty Insurance Co.

Branches: Rancho Mirage, Caly.

Specialties: Contractors, mobile home
parks.

Licensed in: California, Hawaii.

Officers: Jerry C. Boyer, president; M.J.
Alcazar, vp; M. Merkle, vp; D.L. Messina, vp.

Contact: Jerry C. Boyer.

First Capital Agency Inc.

185 Great Neck Road, Great Neck, N.Y.
11021; 516-466-1313; fax: 516-482-7878

19% 19¢5
Premium volume $35,000,000 $12,000,0C0
Gross revenues $3,600,000 §$1,300,00
Employees 23 10
Commercial lines 100% 100%
Admitted business 90% 90%
Non-admitted 10% 10%

Founded: 1995,

Business: 85% managing general
agent, 15% broker.

MGA for: Reliance Insurance Co. of llli-
nois, Reliance Insurance Co., Reliance Na-
tional Indemnity Co., Reliance National In-
surance Co.

Broker for: American Reinsurance
Corp. Group, Swiss Reinsurance Group,
Travelers Insurance Group.

Branches: Pocatello, Idaho; Doyles-
town, Pa.; Great Neck, N.Y.; Dallas.

Specialties: Surcharge property, habita-
tional, energy, international property, agri-
cultural property, general liability.

Licensed in: Alabama, Connecticut,
District of Columbia, Florida, Georgia, Ken-
tucky, Maine, Maryland, Massachusetts,
Michigan, Mississippi, Missouri, New
Hampshire, New Jersey, New York, North
Carolina, Oklahoma, Pennsylvania, Rhode
Island, South Carolina, Tennessee, Texas,
Vermont, Virginia, West Virginia.

Officers: Alvin B. Moss, president/CEO;
Ken Cody, Frank Guerriero, Robert Lynch,
executive vps; Michael Young, vp.

Contact: Alvin B. Moss.

Support services, including adminisirative, regula-
tory, actuarial, claims and reinsurance services provid-
&d by Reliance Group of Cos.

First State Management
Group Inc.

150 Federal St., Boston, Mass. 02110;
617-526-7650; 617-526-0605

1996 1985

Premium voiume $245,483,000  $240,574,000

Employees -4 24

Commercial lines 100% 100%

Admitted business 18% 21%

Non-admitted 82% %%
Founded: 1948.

Parent: ITT Hartford Insurance Group.

Business: 100% underwriting manager.

Underwriting manager for: Pacific In-
surance Co. Ltd., Trumbull Insurance Co.,
Twin City Fire Insurance Co, ITT Hartford
Insurance Group.

Branches: Los Angeles; San Francisco;
Atlanta; Chicago; Boston; New York;
Burlington, N.C.

Licensed in: California, Georgia, lllinois,
Massachusetts, North Carolina, New York.

Membership: AAMGA, NAPSLO.

Officers: Ralph J. Palmieri, president/
COOQ; Peter P. Coghlan, executive vp;
Raymond T. Lewis, senior vp.

Contact: John A. MacFarland.

Support services, including investment services,
employee benefits and payroll and some actuarial sup-
port provided by parent company.

Fischer Underwriting
Group Inc.
The Atrium, East 80, Route 4,
Paramus, N.J. 07652;
201-843-5678; fax: 201-843-2323

1996 1985

Premium volume* $5,000,000 $5,000,000

Employees 5 5

Commercial lines 100% 100%

Admitted business 10% NA

Non-admitted 90% 100%
* Estimate.

Founded: 1981.
Parent: Frontier Insurance Group.
Business: 90% , managing general

‘agent, 10% broker, Lloyd's of London cov-

erholder.

MGA for: Frontier Insurance Co., United
Capitol Insurance Co., Westport Insurance
Cormp.

Broker for:
Group Inc.

Specialties: D&O, E&O.

Licensed in: New Jersey.

Membership: AAMGA, NAPSLO.

Officers: Donald R. Fischer, president;
Paul Bunone, associate vp.

Contact: Donald R. Fischer.

American |1ternational

Freberg Environmental Inc.
1675 Broadway, Suite 2210,
Denver, Colo. 80202;
800-377-4152; fax: 303-623-8101

1996 1995*

Premium volume $15,000,000 $10,000,000
Gross revenues $1,500,000 $1,000,000
Employees 10 i
Commercial lines 100% 100%
Admitted business 15% 5%
Non-admitted 8% 5%

* Fiscal years ending 03/31/96 and 03/31/95.

Founded: 1991.

Business: 100% managing general
agent.

MGA for: Everest National Insurance
Co., Guif Insurance Group, United Nation-
al Insurance Co.

Specialties: Environmental engineers/
contractors, hazardous materials, waste
haulers, analytical testing laboratories.

Licensed in: All states.

Membership: AAMGA, NAPSLO.

Officers: Michael J. Hill, president;
Danelle R. Nielsen, vp.

Contact: Danelle R. Nielsen.

Support services, including accounting and recep-
tion services provided by Freberg & Ccmpany Inc.

General Star Management Co.

695 E. Main St., P.O. Box 10354,
Stamford, Conn. 06904-2354;
203-328-5700; fax: 203-328-6131

1996 1995

Premium volume $354,000,781  $301,479,710

Employees 282 47

Commercial lines 9% 98%

Admitted business 15.5% 19.1%

Non-admitted B4.5% 80.9%
Founded: 1979.

Parent: General Reinsurance Corp.

Business: 100% underwriting manager.

Underwriting manager for: General
Star Indemnity Co., General Star National
Insurance Co.

Branches: Los Angeles, Atlanta, Chica-
go, New York, Dallas.

Membership: AAMGA, NAPSLO.

Officers: Kevin P. Brooks, chairman/
president; Patricia Roberts, Sam Ander-
son, senior vps; Craig Ott, Adin Tooker,
vps.

Contact: David W. Micik.

Support services, including general services, hu-
man resources, actuanal, legal, invesiment and trea-
sury services provided by parent company.

Genesis D&O Liability
Insurance Program

25550 Chagrin Blvd., Suite 300,
Beachwood, Ohio 44122;
216-766-5416; fax: 216-591-0906

199 1995

Premium volume $75,000,000 $46,000,000

Employees 2 18

Commercial lines 100% 100%

Admitted business 8% 95%

Non-admitted 5% 5%
Founded: 1992.

Parent: General Reinsurance Corp.

Business: 100% underwriting manager.

Underwriting manager for: Genesis In-
demnity Insurance Co., Genesis Insurance
Co.

Branches: San Francisco; White Plains,
N.Y.

Subsidiaries: Genesis D&O Advisory
Services, Beachwood, Ohio.

Specialties: D&0, employers practices
liability.

Officers: Kevin LaCroix, president; Mar-
ty Hacala, vp; Joe Aber, Mark Eastman,
Mike Hoy, underwriting managers.

Contact: Randy Hein, 216-766-6427.

Global Facilities Inc.

146 Merrick Road, P.C. Box 743,
Lynbrook, N.Y. 11563; 516-599-3800

1096 1995

Premium valume $6,635,000 $6,375,095

Employees H] 5

Commerciel lines 9% 98%

Admitted b siness 5% 97%

Non-admitted 5% 3%
Founded: 1977.

Specialties: Packages, property and ca-
sualty, trucking, umbrella transportation, in-
land marine, ocean marine, E&O home-
owners, liquor liability, D&C buffers.

Licensed in: Connec'icut, New Jersey,
New York.

Membership: NAPSLD.

Contact: Robert Shapro, president.

Go Pro Underwriting
Managers Inc.

7401 Beaufont Springs Drive,
Suite 400, Richmond, Va. 23225;
800-368-3583; fax: 80C-972-5345

1996 1995

Employees 100 NA

Commercial fines 100% 100%

Admitted b jsiness 83% 60%

Non-admitied 1% 40%
Founded: 1980.

Parent: Aon Specialty Group.

Business: 100% maraging general
agent.

MGA for: National Casualty Insurance
Co., Scottsdale Insuranca Co., Wausau In-
surance Co.

Branches: Phoenix; £lbany, N.Y.; Pitts-
burgh; San Antonio.

Specialties: Governmental
trash collectors.

Licensed in: All states, excluding Alas-
ka, Arizona, California ard Delaware.

Officers: John Wasaburn, president/
CEO; Theresa Britt, COO.

Contact: Ted -Joyce, vp-agency devel-
opment.

entities,

Good Weather Insurance

Agency Inc.
76 Lafayette St,, Salerr, Mass. 01970;
800-324-7759; fax: 50€-741-8786

1996 1995
Premium volume $3.50,000 $2,500,000
Employees 4 3
Commercial lines 100% 100%
Admitted b isiness 0% 80%
Non-admitted 20% 20%
Founded: 1993.
Business: 100% underwriting manager,
Lioyd's of London covertolder.

Underwriting manager for: Reliance
National Insurance Co.

Specialties: Weather :nsurance.

Licensed in: All states.

Officers: Lauralee Tliman, president;
Alison Jones, underwriting manager.

Contact: Lauralee Tillman.

Gracechurch Associates Inc.

83 Big Oak Road, Mordsville, Pa. 19067;
215-295-0725; fax: 215-205-1780

1596 1935

Premium volume $12,500,000 $12,500,000

Employees 1" 1

Commercial lines 100% 100%

Admitted b ssiness 0% 60%

Non-admitted 0% 40%
Founded: 1965.

Business: 100% brokar.

Licensed in: New Jersey, Pennsylva-
nia.

Membership: NAPSLD.

Officers: Philip Corsc, president; Ron-
ald Kellet, executive vp.

Contact: Ronald Kelle:.

Gresham & Associates Inc.
P.O. Box 927, 1 Gresham Landing,
Stockbridge, Ga. 3028" ; 770-389-1600;
fax: 770-389-1650

1396 1995
Premium volume $78.951,700  $61.469,787
Gross revenues $7,534,69 $6,718,162
Employees 108 9
Commercizl lines 100% 100%
Admitted business 5% 45%
Non-admitied 5% 55%

Founded: 1979.

Business: 37% managing general
agent, 3% Lloyd's of London coverholder,
60% broker.

MGA for: American Equity Insurance
Co., Essex Insurance Co., GAINSCO
County Mutual Insurance Co., Pacific In-
surance Co., Penn-America Insurance
Co., Scottsdale Insurancz Co.

Broker for: American International
Group, CIGNA Group, Fi-st State Manage-
ment Group, General Star Management
Group, Great American Insurance Co., RLI

Insurance Group, Royal Special Risks In-
surance Co., USF&G Specialty Insurance
Co., Westchester Specialty Group, Zurich
Insuance Group.

Branches: Gresham & Associates Inc.:
Birmingham, Ala.; Jacksonville and Palm
Beach Gardens, Fla.; Charlotte, N.C;
Nashville, Tenn. Gresham & Associates of
Indiana Inc., Indianapolis; Gresham & As-
sociates of Louisiana Inc., Baton Rouge,
La.

Licensed in: Alabama, Florida, Georgia,
Indiana, Louisiana, North Carolina, Ten-
nessee.

Membership: AAMGA, NAPSLO.

Officers: James V. Gresham, chair-
man/owner; George L. Abernathy, presi-
dent; James A. Gresham, senior vp; Bar-
bara Gail Gresham, secretary/treasurer.

Contact: James A. Gresham.

H&W Underwriters Agency Inc.
4300 Shawnee Mission Parkway,
Shawnee Mission, Kan. 66205;
800-616-9475; fax: 913-432-1706

1996 1995
Premium volume $9,000,000 $8,977,023
Gross revenues $1,872,751 $1,576,539
Employees 15 13
Commercial lines 100% 100%
Admitted business 5% 90%
Non-admitted 5% 10%
Founded: 1958.
Business: 98% managing general
agent, 2% broker.

MGA for: Century Surety Group, SAFE-
CO Insurance Cos., ULICO Group.

Broker for: Clarendon Insurance Group,
Essex Insurance Co.

Specialties: Non-profit D&O liability, la-
bor union D&Q liability, primary and excess
taxicab liability.

Licensed in: Kansas, Missouri.

Membership: AAMGA, NAPSLO.

Officers: Neil Pouppirt, chairman; Bemard
Geis, president/CEQ; Bruce Pouppirt, execu-
tive vp.

Contact: Bernard Geis.

Hanover Excess & Surplus Inc.

228 N. Front St,, P.O. Box 1411,
Wilmington, N.C. 28402;
800-672-9006; fax: 800-426-5566

1996 1995
Premium voiume $12,151,000 $11,500,000
Gross revenues $1,553,500 $1,338,700
Employees 3 . 21
Commercil lines 80% 90%
Admitted business 50% 50%
Non-admitted 50% 50%

Founded: 1970.

Business: 80% underwriting manager,
10% Lloyd’s of London coverholder, 10%
broker.

Broker for: Acceptance Insurance Co.,
Colonia Insurance Co., Jefferson Insur-
ance Co., National Casualty Insurance
Co., Occidental Fire & Casualty Co. of
North Carolina, Scottsdale Insurance Co.

Specialties: Commercial transportation,
general liability.

Licensed in: Maryland, North Carolina,
South Carolina, Tennessee, Virginia.

Membership: AAMGA, NAPSLO.

Officers: Glasgow Hicks Jr., president;
David L. Parker, vp.

Contact: David L. Parker.

L.E. Harris Agency Inc.
1353 Holton Lane, P.O. Box 8330,
Langley Park, Md. 20787-8330;
301-439-4700; fax: 301-439-5800

1996 1985
Premium volume $9,393,000 $10,043,000
3ross revenues $1,194,472 $1,455,682
Employees 13 13
Sommercial fines 9% 9%
Admitted business 3% 35%
Non-admitted 62% 65%

Founded: 1922.

Business: 58% managing general
agent, 5% Lloyd's of London coverholder,
37% broker.

MGA for: Burlington Insurance Co., Em-
pire Fire & Marine Insurance Co., GAIN-
SCO Cos., First Financial Insurance Co.,
Jefferson Insurance Co. of New York,
Monticello Insurance Co., Mount Vernon
Fire Insurance Co., National Indemnity
Cos., Penn-American Insurance Co., St.
Paul Reinsurance Co. Ltd., United States
Liability Insurance Co.

Broker for: Admiral Insurance Group,
Coregis Group, Chubb Corp., Evanston In-
surance Co., Employers Reinsurance
Corp., Executive Risk Indemnity, Fire-
man’s Fund Insurance Cos., Lexington In-
surance Co., Media/Professional Insur-

ance Co., National Union Fire Insurance
Co., Reliance National Insurance Co., Unit-
ed National Group.

Specialties: Commercial property; com-
mercial liability; wrongful act coverages;
automobile, including commercial, public,
garage and trucking.

Licensed in: District of Columbia, Mary-
land, Virginia.

Membership: AAMGA, NAPSLO.

Officers: David A. Riffert, president; Mark
J. Baldwin, vp; Cindy Milburn, secretary.

Contact: David A. Riffert or Cindy Mil-
burn.

Healthcare Professional
Services Inc.

3000 Langford Road, Suite 2400,
Norcross, Ga. 30071; 770-300-0025;

fax: 770-248-1244
1996 1995
Premium volume $5,631,100 $4.47 105
Gross revenues $501,129 5496 882
Employees 3 3
Commiercial lines 100% 100%
Admitted business 20% %
Non-admitted 80% 67%
Founded: 1990.
Business: 80% broker.
Broker for: American International

Group, Evanston Insurance Co., Fremont
Indemnity Co., Frontier Pacific Insurance
Co., Paradigm Insurance Co., Reliance
National Insurance Co., Western Indemni-
ty Insurance Co.

Branches: HPS of Tennessee, Erent-
wood, Tenn.; Professional Insurance Ser-
vices, San Antonio.

Specialties: Medical malpractice liability.

Licensed in: Georgia.

Membership: NAPSLO.

Officers: Parker Harvey, president.

Contact: Parker Harvey, Fred Seilkop or
Stacye Hall.

HEATH Holdings USA Inc.

3100 Monticello, Suite 900, Dallas, Taxas
75205; 214-528-3999; fax: 214-528-9101

1996 1995
Premium volume $130,000,000  $111,000,00C
Gross revenues $9,100,000 $7,200,00C
Employees 100 67
Commercial lines 100% 100%
Admitted business % 4P
Non-admitted 60% B0%

Founded: 1992.

Parent: C.E. Heath P.L.C.

Business: 5.7% managing general
agent, 0.3% Lloyd's of London coverhold-
er, 94% broker.

MGA for: American Empire Insurance
Co., American Equity Insurance Co.,
Audubon Indemnity Co., Burlington Insur-
ance Co., General Star Indemnity Co., Re-
public-Vanguard Insurance Co., Western
World Insurance Co.

Broker for: Admiral Insurance G-oup,
Allianz Insurance Group, Fireman's Fund
Insurance Cos., American International
Group, Chubb Corp., Executive Risk
Group, First State Insurance Co., General
Star Indemnity Co., Lloyd's of London,
Markel Group, Reliance Insurance G-oup,
Royal Specialty Underwriters, The St. Paul
Cos., Westchester Specialty Group, Zurich
Insurance Group.

Branches: San Francisco and Wood-
land Hills, Calif.; Atlanta; Chicago; Dallas,
Houston and Lubbock, Texas.

Subsidiaries: HEATH Insurance Bro-
kers Inc.: San Francisco and Woodland
Hills, Calif.; Atlanta; Chicago; Dallas, Hous-
ton and Lubbock, Texas.

Specialties: Primary/lead/excess ganer-
al liablility, primary/lead/excess property,
D&0O, E&O, employment practices,
ocean/inland marine.

Licensed in: Alabama, California, Con-
necticut, Florida, Georgia, lllinois, Ken-
tucky, Louisiana, Maryland, Mississippi,
Nevada, New York, North Carolina, Okla-
homa, Pennsylvania, South Carolina, Ten-
nessee, Texas, Virginia.

Membership: NAPSLO.

Officers: Gene Eisenmann, chairnan;
Marshall Kath, CEO; Tom Sieks, senior vp;
Curt Ross, Atlanta; Tim Larocca, Chicago;’
Todd Teitell, Dallas; Bob Barnard, Hous-
ton; Bob Ratcliff, Lubbock, Texas; Jir Pet-
tipas, San Francisco; Casey Hamlin,
Woodland Hills, Calif.

Contact: Marshal Kath.

Jeffrey L. Heath Inc.

59 S. Finley Ave., P.O. Box 301,

Basking Ridge, N.J. 07920;

800-524-3284; fax: 908-766-4419

1996 1935

Premium volume $7,500,000 $8,000,000
Empioyees 3 3
Commercial lines 100% 10C%
Admitted business 90% 0%
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1996 1985

Noi-admitied 10% 10%

Founded: 1991.

Business: 100% underwriting manager.

Underwriting manager for: Guaranty
National Group, Guaranty National Insur-
ance Co. of California, Landmark Ameri-
can Insurance Co., Peak Insurance Co.

Branches: Alpharetta, Ga.

Specialties: Umbrella/excess.

Membership: NAPSLO.

Officers: Jeffrey L. Heath, president; Pat
Silva, manager.

Contact: Jeffrey L. Heath.

Independent insurance
Wholesalers Inc.

722 SW. Second Ave., Suite 340,
Portland, Ore. 97204; 503-224-1956;

fax: 503-224-3010
199" 1995*
Premium volume $6,000,000 $6,000,000
Employees 5 6
Commercial lines 100% 100%
Admitted business 30% 20%
Non-admitted 0% 80%
* Fiscal years ending 6/30/96 and 6/30/95.
Founded: 1983.
Business: 15% managing general

agent, 5% Lloyd's of London coverholder,
80% broker.

MGA for: American Equity Insurance
Co., General Star National Insurance Co.,
Nautilus Insurance Co., Western World In-
surance Co.

Broker for: Admiral Insurance Co., Agri-
cultural Excess & Surplus Insurance Co.,
Coregis Indemnity Co., Executive Risk
Inc., General Security Insurance Co., Gen-
eral Star National Insurance Co., Guaranty
National Insurance Co.

Licensed in: Oregon.

Officers; Robert K. Stahl, president;
Thomas E. Sawyer, vp.

Contact: Robert K. Stahl.

Insurance Intermediaries Inc.

6460 Busch Blvd., Columbus, Chio
43229; 614-846-1111; fax; 614-846-2111

19% 1995
Premium volume $36.416.250 $29,821,924
Gross revenues $2,719,682 $2,917,266
Employees 32 32
Commercial lines 45% 45%
Admitted business 0% 0%
Non-admitted 10% 10%

Founded: 1975.

Parent: Nationwide Insurance Enterprise.

Business: 5% managing general agent,
0.5% Lloyd's of London coverholder, 94.5%
broker.

Licensed in: Arkansas, Connecticut,
Florida, Georgia, lllinois, Indiana, Kentucky,
Maryland, Michigan, Missouri, New York,
South Carolina, West Virginia, Wisconsin,
Virginia.

Membership: NAPSLO.

Ofticers: R. Lee Ayotee, president; Lar-
ry C. Bobb, vp; Robert Dunlap, associate
vp; James R. Arnold, director.

Contact: Larry C. Bobb.

Insurisk Excess &
Surplus Lines

1500 Riverfront Drive, Litle Rock, Ark.
72203; 501-661-1417, fax: 501-663-5861

1996 1995

Premium volume $21,000,000 $30,000,000

Employees 8 8

Commercial lines 99.9% 99.9%

Admitted business 60% 60%

Non-admitted 4% 40%
Founded: 1980.

Parent: Rebsamen Insurance Agency.

Business: 20% managing general agent,
B0% broker, Lioyd's of London coverholder.

Broker for: American International
Group, Chubb Custom Insurance Co., ITT
Hartford Insurance Group.

Licensed in: Arkansas.

Membership: NAPSLO.

Officers: Al McDowell, president;
Stephen Hoffmann, senior vp; Dianna Far-
ish, vp.

Contact: Steve Jenkins, administra-
tion/marketing manager.
Support services provided by parent company.

International Placement
Services Inc.

7710 Carondelet, Suite 433,
St. Louis, Mo. 63105;
314-725-8394; fax: 314-725-4317

1996 1985
Gross revenues $1,431,936 $1.335,882
Employees 13 12
Commercial lines 100% 100%

Admitted business 65% 65%
Non-admitted 3B% 3%
Founded: 1981.

Business: 4% managing general agent,
4% Lloyd's of London coverholder, 92%
broker.

Broker for: Acstar Insurance Co., Admi-
ral Insurance Co., Affiliated FM Insurance
Co., American International Group, Allianz
Insurance Group, Chubb Corp., Clarendon
Insurance Group, Colony Insurance Co.,
Coregis Group, Commercial Undenwriters
Insurance Co., Essex Insurance Co., Exec-
utive RE Indemnity Inc., Fidelity & Deposit
Group, Fireman’s Fund Insurance Co., First
Specialty.

Branches: Clearwater, Fla.

Specialties: Aggregate self-insurance
programs, earthquake.

Licensed in: Arizona, Arkansas, Califor-
nia, Colorado, Connecticut, Florida, Geor-
gia, llinois, Indiana, lowa, Kansas, Ken-
tucky, Louisiana, Maryland, Massachusetts,
Michigan, Minnesota, Mississippi, Missouri,
Nebraska, Nevada, New Jersey, North Car-
alina, Ohio, Oklahoma, Oregon, Pennsylva-
nia, South Carolina, Tennessee, Texas,
Utah, Virginia, Wisconsin.

Membership: NAPSLO.

Officers: Richard J. Eichhorn, president;
Michael J. Eichhorn, vp/casualty; Robert C.
Fagan, vp/property; John N. Harmon, vp;
Dan H. Brimer, assistant vp/property.

Contact: Richard J. Eichhorn.

Interstate Risk Placement Inc.

3523 Willow Knolls Road, Peoria,
Il 61614-1078; 309-692-8544,

fax: 309-693-0402

1996 1995
Premium volume $4,200,000 $5,000,000
Employees 5 5
Commercial lines 95% 95%
Admitted business 80% 80%
Nen-admitted 20% 20%

Founded: 1985.

Business: 60% managing general agent,
10% Lloyd’s of London coverholder, 30%
broker.

MGA for: Acceptance Insurance Co.,,
Adriatic Insurance Co., Burlington Insur-
ance Co., Colony Insurance Co., Essex In-
surance Co., First Financial Insurance Co.,
Guaranty National Insurance Co., Land-
mark American Insurance Co.

Broker for: Badger Mutual Insurance Co.

Branches: Little Rock, Ark.

Subsidiaries: Interstate Risk Placement
Inc. of Arkansas, Little Rock, Ark.

Specialties: Truck and public auto liabil-
ity/physical damage, lllinois liquor liability
and related package coverages.

Licensed in: Arkansas, lllinois.

Membership: NAPSLO.

Officers: C. Jack Miller, president;
Steven C. Miller, secretary; Rick Sutton,
vplunderwriting; Diane Fuller, vp/adminis-
tration.

Jaeger & Haines Inc.
P.O. Box 1623, 4268 Gabel Drive,
Fayetteville, Ark. 72702;
501-521-2551; fax: 501-521-3195

19% 1995

Premium volume $14,500,000 $11,800,000

Emplayees 50 4%

Admitted business A% 40%

Non-admitted 0% 60%
Founded: 1976.

Business: 60% managing general
agent, 30% Lloyd's of London coverholder,
10% broker.

Licensed in: Arkansas, Missouri, Okla-
homa, Tennessee.

Membership: AAMGA, NAPSLO.

Officers: Larry Haines, CEO; Mike
Johnson, president; Alan Mitchell, senior
vp; Joe Diederich, vp.

Contact: Mike Johnson.

Jimcor Agencies
P.O. Box 890, 366 Kinderkamack Road,
Westwood, N.J. 07675; 201-666-8600;
fax: 201-666-5792

13% 1985
Premium volume $18,600,000 $18,100,000
Gross revenues $2,200,000 $1,850,000
Employees 38 33
Commercial lines 90% 95%
Admitted business 20% 18%
Non-admitted 20% 82%

Founded: 1986.

Business: 60% managing general
agent, 15% Lloyd's of London coverholder,
25% broker.

MGA for: American Equity Insurance
Co., The Burlington Insurance Co., Essex
Insurance Co., Interstate Fire and Casual-

ty Co., Monticello Insurance Co., Mount
Vernon Fire Insurance Co., Nautilus Insur-
ance Co., Penn-America Insurance Co.,
Scottsdale Insurance Co., Western World
Insurance Co.

Broker for: Admiral Insurance Co., Agri-
cultural Excess & Surplus Insurance Co., Al-
lianz Insurance Group, Chubb Corp.,
Evanston Insurance Co., Fireman’s Fund
Insurance Co., Investors Insurance Co. of
America, Tudor Insurance Co., United Capi-
tol Insurance Co., United National Group,
United States Liability Insurance Co.

Branches: Mount Laurel, N.J.; Glen
Falls, N.Y.; Bensalem, Pa.

Licensed in: Delaware, llinois, Mary-
land, New Jersey, New York, Pennsylvania.

Membership: AAMGA, NAPSLO.

Officers: Francis J. Mastowski, presi-
dent; Ellen Mastowski, executive vp/trea-
surer; Barry Riff, vp; Coryn Mastowski,
secretary; John George, Raymond Mc-
Dowell, John Hill, regional managers.

Contact: Francis J. Mastowski, 201-
666-8600 ext. 123.

K&K Insurance Group Inc.

1712 Magnavox Way, Fort Wayne, Ind.
46804; 219-459-5000; fax; 219-453-5866

1996 1995
Premium volume $200,028,539  $197,211,358
Gross revenues 45,777,250* $43,269,000
Employees 260 240
Commercial lines 100% 100%
Admitted business 98% 100%
Nor-admitted 2% NA

Founded: 1952.

Parent: Aon Specialty Group.

Business: 100% managing general
agent.

MGA for: John Deere Insurance Co.,
TIG Specialty Insurance Co.

Branches: Orlando, Fla.; Greensboro,
N.C.

Specialties: Sports, leisure, entertain-
ment.

Licensed in: Florida, Indiana, North
Carolina, Virginia.

Officers: Stephen Lunstord, CEO/presi-
dent; Jerry Tegan, chief marketing officer;
Todd Bixler, COO.

Contact: Angie Poulos, 800-637-4757.

* Bl estimate.

Support services, including accounting, data pro-
cessing and corporale support functions provided by
parent, SLE Worldwide:.

London American Risk
Specialists Inc.

11000 Richmond Ave., Suite 600,
Houston, Texas 77042;
713-977-7726; fax: 713-977-7606

199* 1995*
Premium volume $33,600,000 $42,500,000
Gross revenues $2,360,000 $2,650,000
Employees 28 30
Commercial lines 99% 99%
Admitted business 53% 54%
Non-admitted 4% 46%
* Fiscal years ending 1/31/97 and 1/31/96.
Founded: 1984.

Business: 23% managing general
agent, 2% Lloyd’s of London coverholder,
75% broker.

MGA for: Burlington Insurance Co. Inc,,
CNA International Reinsurance Co. Ltd.,
Essex Insurance Co., Fidelity & Casualty
Co. of N.Y., Interstate Fire & Casualty Co.,
Pacific Insurance Co. Ltd., St. Paul Rein-
surance Co Ltd., Sphere Drake Insurance
Co. P.L.C., Western World Insurance Co.

Broker for: Admiral Insurance Co., Al-
lianz Insurance Group, Chubb Custom In-
surance Co., Fireman's Fund Insurance
Co., General Accident Insurance, General
Star Indemnity Co., The Hartford Steam
Boiler Group, Interstate Fire & Casualty
Co., ITT Hartford Insurance Group, Pacific
Insurance Co. Ltd.,, SAFECO Surplus
Lines Insurance Co., Sheffield Insurance
Corp., Sorema N.A. Group, TIG Insurance
Co., Travelers Indemnity Co.

Branches: Dallas.

Licensed in: Texas.

Membership: NAPSLO.

Officers: Brian Brecker, president; Mike
Driscoll, Ken Keathley, Karl Emery, vps;
Peter Gordon-Wright, branch manager-
Dallas.

Contact: Ken Keathley.

London International Group
9600 Koger Blvd., Suite 225,
St. Petersburg, Fla. 33702;
813-578-2800; fax: 813-578-9977

1896 1985

Premium volume $6,000,000 $5,000,000

Employees [} 6

Commercial lines 98% 98%

Admitted business 5% 50%

Non-admitted 5% 50%
Founded: 1983.

Business: 20% managing general

agent, 80% broker.
MGA for: Barkers Insurance Group.
Broker for: American Home Assurance
Co., Institute of London Underwriters,
Lloyd's of London, Navigators Insurance
Co., New York Marine & General.
Specialties: Commercial marine.
Licensed in: Florida.
Contact: lan R. Greenway, president;
Ginger K. Hayes, vp.

LoVullo Associates Inc.

689 Main St., Buffalo, N.Y. 14203;
716-856-3065; tax: 716-856-8057

1996 1995
Premium volume $20,034,183 $17,697,642
Gross revenues $2.87,185 $2,590,971
Employees A 29
Commercial lines 65% 64%
Admitied business 7% 66%
Non-admitted 3% 3%

Founded: 1949,

Business: 63% managing general
agent, 4% Lloyd's of London coverholder,
33% broker.

MGA for: American Modern Home In-
surance Co., CIGNA Worldwide Insurance
Co., Jefierson Insurance Co., Markel
Ametican Insurance Co., Midwest Mutual
Insurance Co., National Casualty Insur-
ance Co., Natioral Liability & Fire, North-
land Insurance Co., Penn-America Insur-
ance Co., RLI| Insurance Co., United
States Liability 1nsurance Co.

Broker for: Acceptance Insurance Co.,
Essex Insurance Co., National indemnity
Insurance Co., Scottsdale Insurance Co.,
U.S. Underwriters Insurance Co.

Licensed in: New York.

Membership: AAMGA, NAPSLO.

Officers: Lecnard T. LoVullo, president;
Paul W. LoVulle, vp.

Contact: Leonard T. LoVullo.

Gary Markel Surplus Lines
Brokerage Inc.

9700 Ninth St. N., Suite 400,
St. Petersburg Fla. 33702;
813-577-5980; fax: 813-577-5804

1996 199
Premium volume $9,000,000 $7,000,00(
Gross revenues $685,000 $600,00C
Employees 7 f
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1996 1995

Commercial lines 100% 100%

Admitted business §% 5%

Non-admitted 95% %%
Founded: 1993.

Business: 24% managing general
agent, 1% Lloyd's of London coverholder,
75% broker.

MGA for: Essex Insurance Co., Pre-
ferred National Insurance Co.

Broker for: Acceptance Insurance Co.,
Admiral Insurance Co., American Interna-
tional Surplus Lines Insurance Co., Ameri-
can National Fire Insurance Co., Coregis
Group, Evanston Insurance Co., Executive
Risk Group, Investors Special Risk Insur-
ance Co., Mount Hawley Insurance Co.,
National Union Fire Insurance Co. of Pitts-
burgh, Pa., United Capitol Insurance Co.

Specialties: Habitational, general con-
tractors, real estate owners/managers,
restaurants.

Licensed in: Florida.

Membership: NAPSLO.

Officers: Gary Markel, president; Paula
Wachholz, executive vp; Barbara Er-
matinger, assistant vp.

Contact: Paula Wachholz.

Market Finders
Insurance Corp.

P.O. Box 6549, Louisville, Ky. 40206;
502-423-1800; fax: 502-426-7970

1996 1995°
Premium volume $44500000  $43,000,000
Gross revenues $4,450,000 $4,300,000
Employees 59 63
Commercial lines 1% 83%
Admitted business 4% 42%
Non-admitted 56% 58%

* Fiscal years ending 01/31/96 and 01/31/95.

Founded: 1972.

Business: 5% underwriting manager,
45% managing general agent, 5% Lloyd's
of London coverholder, 45% broker.

Underwriting manager for: Sphere
Drake Insurance Co. P.L.C., Terra Nova
Insurance Co. Ltd.

MGA for: Acceptance Insurance Co.,
American Equity Insurance Co., Century
Surety Insurance Co., Colony Insurance
Co., Empire Fire & Marine Insurance Co.,
Essex Insurance Co., First Financial Insur-
ance Group, Nautilus Insurance Co., Strat-
ford Insurance Co., Western World Insur-
ance Co.

Broker for: Admiral Insurance Co.,
Colony Insurance Co., Essex Insurance
Co., Evanston Insurance Co., Investors In-
surance Group, Scottsdale Insurance Co.,
United National Insurance Co.

Branches: Dayton, Ohio; Pittsburgh;
Greenville, S.C.

Specialties: Aviation, medical malprac-
tice, transportation.

Licensed in: Indiana, Kentucky, North
Carolina, Ohio, Pennsylvania, South Car-
olina, Tennessee, West Virginia.

Membership: AAMGA, NAPSLO.

Officers: James Ryan, president/CEQ;
Joseph V. Colosimo, COOQ; Jerome Boyett,
secretary/treasurer.

Contact: Jerry Ennenbach, marketing
director.

G.A. Mavon & Co.

10 W. Chicago Ave., Hinsdale, Ill. 60521;
630-655-2400; fax: 630-654-4447

1996 1995

Premium volume $15,800,000  $15,400,000

Employees 22 23

Commercial fines 4% C49%%

Admitted business 85% B85%

Non-admitted 15% 15%
Founded: 1916.

Business: 70% managing general
agent, 5% Lloyd's of London coverholder,
25% broker.

MGA for: Acceptance Insurance Co.,
Northland Insurance Co., Scottsdale Insur-
ance Co., Standard Mutual Insurance Co.

Broker for: Evanston Insurance Co.,
First State Management Group.

Licensed in: lllinois.

Membership: AAMGA, NAPSLO.

Officers: P.G. Mavon Jr., president; Phil
Mavon, executive vp; Jim Davis, assistant
vp; Bill Wilson, manager; Ken Cuprisin,
manager.

Contact: Tony Jasinski, marketing man-
ager.

McClelland & Hine Inc.

P.0O. Box 792710, San Antonio, Texas
78279; 210-366-2500; fax: 210-366-2407

1996 1895
Premium volume $22,500,000 $24,000,000
Commercial lines 95% 85%
Admitted business 0% 30%
Non-admitted % 70%

Founded: 1982.

Business: 1.5% underwriting manager,
78.5% managing general agent, 20% bro-
ker, Lloyd's of London coverholder.

Branches: Dallas, Houston.

Specialties: Artisan contractors.

Licensed in: Texas.

Membership: AAMGA, NAPSLO.

Officers: Gilbert C. Hine Jr., president;
Shelley Hine, vp/treasurer; Harold Smith,
Suzanne Herndon, vps.

Contact: Gibert C. Hine Jr.

Media/Professional Insurance
2300 Main St., Suite 800,
Kansas City, Mo. 64108-2404;
816-471-6118; fax: 8164716719

1996 1995

Premium volume $85,100,000 $88,400,000

Employees 120 120

Commercial lines 100% 100%

Admitted business 5% 55%

Non-admitted 45% 45%
Founded: 1979.

Parent: Aon Specialty Group.

Business: 100% underwriting manager.

Underwriting manager for: Gulf Insur-
ance Group, National Casualty Co., Na-
tionwide Insurance Enterprise.

Branches: Media/Professional Insur-
ance Agency Ltd., London.

Specialties: Media liability, intellectual
property infringement, professional liability.

Licensed in: Kansas, Missouri.

Membership: AAMGA, NAPSLO.

Officers: John Pfannenstiel, president/
CEOQ; Dennis Brenton, Mark Hutchins, se-
nior vps-underwriting.

Contact: Marcia Jenson, marketing co-
ordinator.

Meindl Insurance Agency Inc.

3452 Grand Blivd., Brookfield, lll. 60513;
708-354-0184; fax: 708-354-0403

1996* 1995°
Premium volume §12,300,000 $12,500,000
Gross revenues $1,107,000 $1,125,000
Employees Fal 21
Commercial lines 40% 40%
Admitted business 85% 85%
Non-admitted 15% 16%

* Fiscal years ending 03/31/96 and 0331/95.

Founded: 1974.

Business: 95% managing genera:
agent, 5% Lloyd's of London coverholder.

MGA for: Admiral Insurance Co., Ameri-
can Ambassador Casualty, American Ser-
vices Insurance Co., Commercial Under-
writers Insurance Co., Empire Fire & Ma-
rine Insurance Co., Foremost Insurance
Co., Fremont General Group, Gallant In-
surance Co., lllinois Founders Insurance
Co., Mount Vernon Fire Insurance Co.,
Pembridge General Insurance Co., Safe-
way Insurance Co., Topa Insurance Co.,
Universal Underwriters Group, United
States Liability Insurance Co.

Subsidiaries: H & M Premium Finance
Co. Inc.

Specialties: Workers compensation,
liquor liability.

Licensed in: lllinois.

Membership: NAPSLO.

Officers: Fred J. Harris, CEO; Joseph
Peter Haris, president.

Contact: Joseph Peter Harris.

Miami Valley Excess
& Surplus Agency Inc.

P.O. Box 29, Miamisburg, Ohio 45342;
937-438-0491; fax: 937-438-9834

1996 1995
Premium volume $4,750,000 $4,300,000
Gross revenues $666,500 $635,000
Employees g 9
Commercial lines 99% 9%
Admitted business 85% 85%
Non-admitted 15% 15%

Founded: 1985.

Business: 85% managing general
agent, 15% broker.

Branches: Miami Valley E&S Agency of
Kentucky Inc., Lexington, Ky.; Miami Val-
ley E&S Agency of West Virginia Inc., Fair-
mont, West Virginia.

Licensed in: Kentucky, Chio, Virginia,
West Virginia.

Membership: AAMGA.

Officers: Fred C. Wootan, president;
Barbara A. Wootan, vp; Lester L. Coug, vp;
Greg Seikel, assistant vp; Janet Magness,
operations manager.

Contact: Fred C. Wootan.

Midlands Management Corp.
3503 N.W. 63rd, Suite 305,
Oklahoma City, Okla. 73116;
405-840-0074; fax: 405-840-5432

1996 1995
Premium volume $24,100,000 $15,946,000
Gross revenues $2,157,000 $1,685,000
Employees 14 13
Commercial lines 100% 100%
Admitted business 0% 5%

Non-admitted 80% 65%

Founded: 1990.

Business: 25% managing general
agent, 6% Lloyd's of London coverholder,
69% broker.

MGA for: Associated International Insur-
ance Co., Clarendon National Insurance
Co

Broker for: Chubb Custom Insurance
Group, Clarendon American Insurance
Co., Doran Excess Underwriters, Reliance
Insurance Co. of lllinois.

Subsidiaries: Midlands Claim Adminis-
trators Inc., Oklahoma City.

Specialties: Excess lines of workers
compensation, reinsurance of workers
compensation.

Licensed in: Oklahoma.

Membership: AAMGA, NAPSLO.

Officers: Charles Caldwell, CEO;
Wayne Keith, executive vp; Mark Davis,
vp; Richard Gerrond, vp; Sheryl Casey, vp.

Contact: Charles Caldwell.

Support services, including claims administration
provided by Midlands Claim Administrators Inc.

Nason Associates Inc.
6901 W. 63rd St., Suite 207,
Overland Park, Kan. 66202;
913-677-1550; fax: 913-384-9350

1996* 1995*
Premium volume $8,560,000 $7,167,529
Gross revenues $503,136 $487,300
Employees 7 7
Commercial lines 85% 80%
Admitted business 95% 95%
Non-admitted 5% 5%

* Fiscal years ending 6/30/96 and 6/30/95.

Founded: 1980.

Business: 100% broker.

Broker for: Houston Casualty Insurance
Co., Lloyd's of London.

Specialties: Aviation insurance, includ-
ing aircraft products liability.

Licensed in: Kansas, Missouri.

Officers: Courtney H. Nason, chairman;
Linda S. Joy, president; Lorri A. Shuey, vp.

Contact: Linda Joy.

National Insurance
Professionals Corp.

1040 N.E. Hostmark St., Suite 200,
Poulsbo, Wash, 98370-8720;
360-697-3611; fax: 360-697-3688

199 1995

Premium volume $14,489,000 $14,564,000

Employees 20 20

Commercial lines 100% 100%

Admitted business 3% 40%

Non-admitted 69% 60%
Founded: 1976.

Business: 91% managing general
agent, 9% broker.

MGA for: Continental Casualty Co.,
Contractors Bonding & Insurance Co.,
Gryphon Insurance Group, SAFECO In-
surance Cos., United National Group.

Licensed in: Alaska, California, New
York, Washington.

Specialties: Professional and industrial
associations and affinity groups, including
social service agencies and the bicycle in-
dustry.

Membership: AAMGA, NAPSLO.

Officers: Thomas C. Downs, chairman;
William S. Reese, president; William L.
Johnson, executive vp; Barry C. Clipsham,
senior vp.

Contact: Thomas C. Downs.

North Island Group Inc.

30 Park Ave., Manhasset, N.Y. 11030;
516-365-7440; fax: 516-365-7392

1996~ 1995*
Premium volume $76,000,000 $80,000,000
Employees 70 72
Commercial lines 96% 95%
Admitted business 92% 92%
Non-admitted 8% 8%

* Fiscal years ending 03/31/97 and 03/31/96.

Founded: 1976.

Business: 65% manacing general
agent, 3% Lloyd's of London coverholder,
32% broker.

MGA for: Hermitage Insurance Co., Na-
tional Union, Royal Insurance Group, Na-
tional Casualty Co., Scottsdale Insurance
Co., United States Liability Insurance Co.

Broker for: Admiral Insurance Co.,
Chubb Corp., Evanston Insurance Co.; Ex-
ecutive Risk Group, Fireman’s Fund Insur-
ance Cos., First Financial Insurance Co.,
First State Insurance Co., General Star In-
demnity Co., Interstate Insurance Group,
Investors Insurance Group, Lexington In-
surance Co., Reliance Insurance Group,
Reinsurance Corp. of New York, SAFECO
Insurance Cos., Travelers Group.

Branches: N.I.F. Pro, Manhasset, N.Y.;
N.LF. Services of New Jersey, Montvale,
N.J.; N.LF. Services of New York, New
York; N.I.F. Services of Mid-Atlantic, Bala
Cynwyd, Pa.; N.I.F. Services of New Eng-
land, Warwick, R.1.

Specialties: Social services institutional
program, including professional liability.

Licensed in: Connecticut, District of
Columbia, New Jersey, New York, Penn-
sylvania, Rhode Island, Virginia.

Membership: AAMGA, NAPSLO.

Officers: Michael A. Orlando, president;
John G. Orlando, executive vp; Dennis
Loggie, Bill Battistini, vps.

Contact: Daphne Alvarado.

J.R. Olsen Bonds
& Insurance Brokers Inc.

22900 Ventura Bivd., Suite 360,
Wocodland Hills, Calif. 91364;
818-224-4855; fax: 818-224-4857

1996 1995

Premium volume $4,200,000 $3,750,000

Employess 14 NA

Commercial lines 100% NA

Admitted business 100% NA
Founded: 1984.

Business: 100% managing general agent.
MGA for: Century Indemnity Co.,
CIGNA Group, Connecticut Indemnity Co.,
Frontier Insurance Co., Gulf States Insur-
ance Co., Hartford Insurance Co., SAFE-
CO Insurance Cos., Star Insurance Co.
Officers: James R. Olsen, Hope Olsen.
Contact: James R. Olsen.

Professional Indemnity
Agency Inc.
P.0. Box 130, 409 Manville Road,
Pleasantville, N.Y. 10570;
914-747-1818; fax: 914-747-3737

1996° 1995*
Premium volume $66,000,000 $63,000,000
Employees 46 4
Commercial lines 100% 100%
Admitted business 65% 63%
Nen-admitted 35% 3%

* Fiscal years ending 01/31/97 and 01/31/96.

Founded: 1978.

Business: 100% managing general
agent, Lloyd's of London coverholder.

MGA for: Legion Indemnity Co., Legion
Insurance Co., Reliance National Insurance
Co., Ulico Casualty Co., Ulico Indemnity Co.

Branches: Upper Saddle River, N.J.

Specialties: Fiduciary liability, D&O,
E&O, kidnap/ransom/extortion, malicious
product tampering/accidental product con-
tamination.

Licensed in: New Jersey.

Membership: AAMGA, NAPSLO.

Officers: Mark E. Rattner, president;
David F. Rattner, corporate secretary/busi-
ness development manager; Gerald Axel,
senior vp/treasurer; Albert Van Wagenen,
Nick Xanders, senior vps.

Contact: David F. Rattner.

Professional Indemnity
Management Co.

4225 Naperville Road, Suite 265,
Lisle, lll. 60532; 800-447-4626;

fax: 630-505-1221

1996 1995
Premium volume $11,000,000 $8,200,000
Employees 8 7
Commercil lines 100% 100%
Admitted business 9% 97%
Not-admitted 1% %

Founded: 1987.

Business: 99%
acent, 1% broker.

Broker for: Doran Excess Underwriters
Inc., Evanston Insurance Co., Executive
Risk Group, General Star Indemnity Co,
Lloyd's of London.

Specialties: Accountants professional li-
ability, architects & engineers professional
liability, insurance agents E&O.

Licensed in: lllinois.

Officers: James M. Romano, president;
Michelle A. Duffett, executive vp; Susan
Harker, underwriting manager.

managing general

ProSurance Group Inc.
1101 San Antonio Road,
Mountain View, Calif. 94043;
415-428-0818; fax: 415-428-0860

1996 1995

Premium velume $12,000,000" $8,000,000

Commercial lines 100% 100%
Admitted business 0% 40%
Non-admitted 60% 60%
* Estimale.
Founded: 1993.

Business: 50%
agent, 50% broker.

MGA for: CIGNA Group.

Broker for: American International
Group, Professional Underwriters Liability
Insurance Co., Reliance Insurance Co.

Specialties: Financial and medical oro-
fessional liability.

Licensed in: California, Florida, Maine,
Minnesota, New Jersey, Texas, Virginia.

Officers: John V. Wagner, chairman/
CEO; Donald W. Satterlee, president; Su-
san Canlis, Dorothy Kent, vps.

managing general

Rapport Insurance
ices Inc.

15415 Katy Freeway Plaza,
Houston, Texas 77094-1813;
281-492-1735; fax: 281-579-1258

1996 1995
Premium volume $27,342,613 $30 285,000
Gross revenues $1,777,699 $1891,000
Employees 25 24
Commercial lines 160% “00%
Admitted business 60% 60%
Non-admitted 40% 40%

Founded: 1988.

Business: 25% managing genaral
agent, 25% Lloyd's of London covertolder,
50% broker.

MGA for: Empire Fire & Marine Insur-
ance Co., The Hartford Steam Bailer
Group.

Broker for: American Internaticnal
Group, Clarendon Insurance Co., Empire
Fire & Marine Insurance Co., The Hartlord
Steam Boiler Group, Interstate Fire & Za-
sualty Co, Lloyd's of London.

Subsidiaries: Atwell/Rapport Insurance
Services Inc., Albuquerque, N.M.

Specialties: Commercial auto.

Licensed in: New Mexico, Texas.

Contact: Edward A. Gorman Jr., pr2si-
dent.

Repath Group
4301 Hillsboro Road, Suite 314,
Nashville, Tenn. 37215;
615-297-1739; fax: 615-297-3796

1996 1995
Premium volume $54,100,000  $46,257,000
Gross revenues $3,760,000 $3,24C,000
Employees 39 39
Commercial lings 100% 100%
Admitted business 20% 18%
Non-admitted 80% 852%

Founded: 1984.

Business: 8% managing general agent,
1% Lloyd's of London coverholder, 91%
broker.

MGA for: American Empire Insurance
Co., Century Surety Co,, Colony Insurance
Co., Essex Insurance Co., GAINSZO
County Mutual Insurance Co., Sphare
Drake Insurance Co., Terra Nova Insur-
ance Co., Union America Insurance Co.

Broker for: Acceptance Insurance Cos.,
Admiral Insurance Group, American Em-
pire Insurance Co., American International
Group, CNA Insurance Group, Chubb
Corp., Essex Insurance Co., Fireman's
Fund Insurance Co., First State Insurance
Co., General Star National Insurance Co.,
Great American Insurance Co., RLI Insur-
ance Co., United Capitol Insurance Co.,
Westchester Specialty Group, Zurich In-
surance Group.

Branches: Boca Raton, Fla., Grand .
Rapids, Mich.; Columbus, Ohio; Indianaso-
lis; Seattle.

Specialties: Product liability, umbrella,
property, marine.

Licensed in: Florida, Indiana, Michigan,
North Carolina, Ohio, Tennessee, Wash-
ington.

Membership: NAPSLO.

Officers: Derek Repath, president; San-
dra Breedlove, Dan Powell, May Bell, se-
nior vps; Elise Repath, president-Florida.

Contact: Derek Repath, 561-479-1993.

RISC Inc.
750 N. St. Paul St., Suite 800,
Dallas, Texas 75201;
214-954-0707; fax: 214-954-0999

1996 1995
Premium volume $41,000,000 $33,000.000
Grass revenues $3,450,000 $2,700,000
Employees H 24
Commercial lines 92% 0%

Continued on next page
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1996 1995
Admitted business 45% 40%
Non-admitted 55% 60%

Founded: 1966.

Parent: The Rigg Group Inc.

Business: 35% managing general
agent, 10% Lloyd's of London coverholder,
55% broker.

MGA for: American Empire Surplus
Lines Insurance Co., China American In-
surance Co., Empire Fire & Marine Insur-
ance Co., Essex Insurance Co., Great Di-
vide Insurance Co., Menticello Insurance
Co., New Hampshire Insurance Co.

Broker for: Alliance General Insurance
Co., American International Group, Atlantic
Mutual Insurance Co., Chubb Corp., First
State Insurance Co., General Star Nation-
al Insurance Co., Interstate Fire & Casual-
ty Co., United National Group.

Specialties: Energy, transportation.

Licensed in: Texas.

Membership: AAMGA, NAPSLO.

Officers: David L. Geary, president,
Daniel E. Whitt, Ronald D. Fuos, senior
vps; Jere Freel, James Parker, vps.

Contact: Mary Ann Johnson, secretary.

Support services provided by parent company.

Roehrig & MacDuff

P.O. Box 2427, Daytona Beach, Fla.
32115; 904-252-6454; fax. 904-257-5799

1996 1995
Premium volume $28.,500,000  $28,000,000
Gross revenues $2,750,000 $2,700,000
Employees % 27
Commercial lines 100% 100%
Admitted business 18% 17%
Non-admitted 82% 83%

Founded: 1980.

Parent: Poe & Brown Inc.

Business: 30% managing general
agent, 18% Lloyd's of London coverholder,
52% broker.

Branches: St. Petersburg, Fla.

Licensed in: Florida.

Membership: AAMGA, NAPSLO.

Officers: W.L. (Bill) Rambo, president;
Glen Epley, W. Dana Roehrig, senior vps;
William Zimmer, treasurer; Laurel Gram-
mig, secretary.

Contact: W.L. Rambo.

SMIS Inc.
2 Riverchase Office Plaza,
Suite 208, Birmingham, Ala. 35244;
205-985-7511; fax: 205-403-0761

1996 1935
Premium volume $9,500,000 $8,500,000
Gross revenues $972,000 $815,000
Employees 12 10
Commercial lines 100% 100%
Admitted business 1% 10%
Non-admitted 0% S0%

Founded: 1980.

Business: 10% underwriting manager,
40% managing general agent, 50% broker.

Specialties: Product liability, employ-
ment practices liability.

Licensed in: Alabama.

Membership: NAPSLO.

Officers: James Godfrey, chairman;
Dave Barringer, president; Lamar An-
drews, Joyce Cailleteau, vps.

Contact: Lamar Andrews, 800-755-
7647.

W.A. Schickedanz Agency Inc.

300 W. Main St Belleville, lll. 62220;
618-233-0644; fax: 618-233-0672

199 1995

Premium vofume $6,500,000 $6,300,000

Employees 15 15

Commercial lines 85% 80%

Admitted business 90% 85%

Non-admitted 10% 15%
Founded: 1931.

Business: 70% managing general
agent, 15% Lloyd's of London coverholder,
15% broker.

MGA for: Burlington Insurance Co., Em-
pire Fire & Marine Insurance Co., First Fi-
nancial Insurance Co., Guaranty National
Insurance Cos., Landmark American In-
surance Co., Northfield Insurance Co.,
Northland Insurance Co.

Broker for: Bituminous Fire & Marine
Ins., Bituminous Insurance Co., Fidelity &
Deposit Co. of Maryland, First State Insur-
ance Co. Hartford Insurance Co,,
Metropolitan Property & Casualty, United
National Insurance Co.

Subsidiaries: Agency Network America

inc., Belleville, 1ll.; Gateway Premium Bud-
get Inc., Belleville, lll.

Specialties: lliinois liquer liability and re-
lated package coverages, truck liability/
physical damage.

Licensed in: lllinois.

Membership: AAMGA.

Officers: C. Jack Miller, president/CEQ;
Steven C. Miller, executive vp.

The Schinnerer Group
2 Wisconsin Circle, Chevy Chase, Md.
20815; 301-961-9800; fax: 301-951-5444

1996 1995
Premium volume $444,000,000  $442,000,000
Gross revenues® $37,100,000  $37,000,000
Employees 305 304
Commercial lines 100% 100%
Admitted business 95% 9%
Non-admitted 5% 5%
* Bl estimate.
Founded: 1937.

Parent: Seabury & Smith.

Business: 99% underwriting manager,
1% broker.

Underwriting manager for: Continental
Casualty Co.; Employers Reinsurance
Corp.; Executive Risk Group; School, Col-
lege & University Underwriters Ltd.; United
Educators Insurance RRG; USF&G Insur-
ance Co.; Zurich-American Insurance
Pool.

Broker for: Chicago Insurance Co., Ex-
ecutive Risk Group.

Branches: San Francisco; Chicago; Ot-
tawa; Toronto; London.

Subsidiaries: ENCON Insurance Man-
agers Inc., Ottawa; ENCON Underwriting
Agency Inc., Chevy Chase, Md.; Schinner-
er & Co. Lid., London; Victor O. Schinner-
er & Co. Inc., Chevy Chase, Md.

Specialties: Architects/engineers PL; li-
ability for schools, colleges & universities;
non-profit D&O liability; hospital excess lia-
bility; security guards E&Q liability; profes-
sional liability.

Licensed in: California, Maryland.

Officers: Vincent C. Santorelli, presi-
dent; Paul L. Genecki, senior vp; Richard
J. Walk, senior vp; Lorna M. Parsons, se-
nior vp; Homer M. Sandridge, executive
vp.
Contact: Richard J. Walk.

Shand Morahan & Co. Inc.

Shand Morahan Plaza,
1007 Church St., Evanston, lll. 60201;
B847-866-2800; fax: 847-866-0778

1496 1995
Premium volume $123,748,000  $133.484,000
Gross revenues $25,004,000 26,396,260
Employees 174 164
Commercial lines 100% 100%
Admitted business 1% 1%
Non-admitted 9% 9%

Founded: 1970.

Parent: Markel Corp.

Business: 100% underwriting manager.

Underwriting manager for: Essex In-
surance Co., Evanston Insurance Co., In-
vestors Insurance Co. of America, Markel
American Insurance Co., Marke! Insurance
Co.

Specialties: Professional liability, prod-
uct liability. ’

Membership: AAMGA, NAPSLO.

Officers: Anthony F. Markel, chair-
man/CEQ; Paul W. Springman, presi-
dent/COQ; Gerard Albanese Jr., senior
vp/chief underwriting officer; Michael A.
Rozenberg, executive vp/chief administra-
tive officer; Edgar W. Phoebus, secre-
tary/general counsel.

Contact: Letha Heaton, vp-sales/mar-
keting, 847-866-0856.

Sherwood Insurance Services
201 California St., Suite 1000,
San Francisco, 94111;
415-956-3236; fax: 415-956-1204

1996 1995
Premium volums $263.000,000  $238,000,000
Gross revenues $23,800,000 $21,000,000
Employees 147 135
Commercial lines 100% 100%
Admitted business 5% 80%
Nor-admitted 5% 20%

Founded: 1978.

Parent: Aon Specialty Group.

Business: 18% managing general
agent, 1% Lloyd's of London coverholder,
81% broker.

MGA for: CNA Insurance Cos., Com-
mercial Underwriters insurance Co., Essex
Insurance Co., First State Insurance Co.,
Scottsdale Insurance Co., Transamerica
Insurance Group.

Broker for: Agricultural Excess & Sur-
plus Insurance Co., Associated Interna-
tional Insurance Co., CNA Insurance Cos.,
Commonwealth Insurance Co., First State
Insurance Co., Insurance Co. of the West,
RLI Insurance Co., The Royal Insurance
Group, Scottsdale Insurance Co., Westch-

ester Specialty Group.

Branches: Irvine, Pasadena and Wood-
land Hills, Calif.; Chicago; New Yark; Seat-
tle.

Subsidiaries: Loxley Insurance Ser-
vices, Sherwood Construction Program
Manager, Special Risk Services.

Specialties: Property catastrophe, com-
mercial umbrellas, primary and excess
general liability.

Licensed in: All states.

Membership: NAPSLO.

Officers: James W. Barnes, chairman/
CEO; Phillip Mazur, executive vp; Curt
Biersch, executive vp; Kevin Schrage,
CFO; Marion Woodbury, vp.

Contact: Philip Mazur, 415-956-3236;
Curt Biersch, 818-593-2008; Marion
Woodbury, 714-477-2050.

Leon F. Skinner Agency Inc.
1032 Sibley Tower Building,
Rochester, N.Y. 14604;
800-836-4430; fax: 716-232-2173

1996 1995
Premium volume $6,500,000 $6,100,000
Employees 8 8
Commercial lings 0% 0%
Admitted business 8% 80%
Non-admitted 20% 2%
Founded: 1959.
Business: 100% managing general
agent.

MGA for: Essex Insurance Co.

Specialties: Physical damage, cargo/
trailer interchange, excess liability.

Licensed in: New York.

Officers: Leon F. Skinner, president.

Myron F. Steves & Co.
3131 Eastside, Suite 600,
Houston, Texas 77098;
713-522-1100; fax: 713-639-6340

1996 1995
Premium volume $75,406,000 $72,300,000
Gross revenues $9,509,989 $9.490.214
Employess % 9%
Commercial lines % 82%
Admitted business 1% 14%
Non-admitted B83% 86%

Founded: 1955.

Business: 36% managing general
agent, 12% Lloyd's of London coverholder,
52% broker.

MGA for: Acceptance Insurance Co.,
Century Surety Insurance Co., Essex Insur-
ance Co., General Agents Insurance Co. of
America, Guaranty National Insurance Co.,
Hartford Insurance Co., National Fire & Ma-
rine Insurance Co., National Security insur-
ance Co., Republic-Vanguard Insurance
Co., Scottsdale Insurance Co., Travelers
Indemnity Co., Westport Insurance Co.

Broker for: American International Insur-
ance Co., Colonial Insurance Co., Employ-
ers Reinsurance Corp., First Specialty In-
surance Co., Lloyd's of London, Reliance
insurance Co., Sphere Drake Insurance
Co. P.L.C., United National Insurance Co.

Specialties: Health care professional lia-
bility, surplus lines commercial property/ca-
sualty, non-standard home owners.

Licensed in: Texas.

Membership: AAMGA, NAPSLO.

Officers: Buddy Steves, Fred Steves,
Larry Willoughby, executive directors; Ron
Belcor, director; Don Krutilek, CFO.

Contact: Fred Steves.

Allen Sterger & Associates
Insurance Services

P.O. Box 27949, San Diego, Calf. 92198;
619-674-7250; fax: 619-674-1321

1996 1995

Employees [} 6

Commercial lines 100% 100%

Admitted business 100% 100%
Founded: 1930.

Specialties: Lawyers professional liabili-
ty, agents/brokers professional liability.

Licensed in: California.

Contact: Allen Sterger or Chris Sterger.

Stewart Smith Group Inc.

26 Century Bivd., Nashville, Tenn. 37214;
615-872-3030; fax: 615-872-4408

1096 1985
Premium volume $366,169,000  $355,870,000
Gross revenues $28,728,000  $27.878,000
Employees 216 214
Commercial lines 100% 100%
Admitted business 0% 40%
Non-admitted 0% 60%

Founded: 1936.

Parent: Willis Corroon P.L.C.

Business: 3% managing general agent,
2% Lloyd's of London coverholder, 95%
broker.

Broker for: Admiral Insurance Co.,
Chubb Corp., First State Management
Group Inc., General Star Management Co.,
RLI Insurance Co., Reliance Insurance

Group, The Royal Insurance Group, The
St. Paul Cos., Westchester Specialty
Group, Zurich Insurance Group.

Branches: Phoenix; Chicago; New York.

Subsidiaries: McAlear Associates Inc.:
Grand Rapids, Mich.; Cleveland. Stewart
Smith East Inc.: Farmington, Conn.;
Bernardsville, N.J.; New York; Philadelphia.
Stewart Smith Environmental Specialists,
New York. Stewart Smith Mid America Inc.,
Chicago. Stewart Smith Southeast: Tampa,
Fla. Stewart Smith Southwest, Dallas.
Stewart Smith Specialty Risks, Southfield,
Mich. Stewart Smith West Inc.: Phoenix;
Glendale and San Francisco, Calif.

Licensed in: Alaska, Arizona, California,
Connecticut, Florida, lllinois, Michigan,
New Jersey, New York, Ohio, Oregon,
Pennsylvania, Texas.

Membership: NAPSLO.

Officers: Gary Cooper, president/CEO;
Edward F. Casey, chief administrative offi-
cer; Sue Dudley, CFO; Dave Martin, presi-
dent/CEO-McAlear Associates Inc.; Jim
Compton, president/CEO-Stewart Smith
Southeast Inc.; Elliott Jones, president/
CEO-Stewart Smith Mid-America Inc.;
John McGovern, president/CEQ-Stewart
Smith Environmental Specialists Inc.; Fred
Anderson, president/CEO-Stewart Smith
West Inc.; Mark Smith, president/CEO-
Stewart Smith East Inc.; George Clarke,
executive vp-Stewart Smith Specialty
Risks Inc.

Swett & Crawford Group
21650 Oxnard St Suite 1600,
Woodland Hills, Calif. 91367;
818-227-3419; fax: 818-227-3410

1996* 1985°

Premium volume $607,503,000 $589,617,000"
Gross revenues $59,089,000 $57.492,000""
Employees 576 551
Commercial lines 100% 100%
Non-admitied 0% 55%"*

* Fiscal years ending 9/30/96 and 9/30/95. ** Re-
stated.

Founded: 1914.

Parent: Aon Specialty Group.

Business: 33% managing general
agent, 67% broker.

MGA for: American Empire Surplus
Lines Insurance Co., American Equity In-
surance Co., Athena Assurance Co.,
Canal Insurance Co., Guaranty National
Insurance Co., Jefferson Insurance Co.,
National Indemnity Co., Nautilus Insurance
Co., Scottsdale Insurance Co., St. Paul
Surplus Lines Insurance Co., TIG Holdings
Group, United States Liability Insurance
Co., Western Heritage Insurance Co.,
Western World Insurance Co.

Broker for: Allianz Insurance Co.,
American Financial Group, American Inter-
national Group, Associated International
Insurance, W.R. Berkley Corp. Group,
Berkshire Hathaway Insurance Group,
Canal Insurance Co., Chubb Corp., CNA
Insurance Cos., Colonia Insurance Co.,
Coregis Indemnity Co., General Star In-
demnity Co., Guaranty National Insurance
Co., The ITT Hartford Insurance Group,
Lloyd's of London.

Branches: 26 locations nationwide.

Subsidiaries: AUSCO Inc., Chicago;
Swett Insurance Managers.

Licensed in: Arizona, California, Col-

orado, Florida, Georgia, Idaho, lllinois,

Maine, Massachusetts, Michigan, Min-
nesota, Missouri, Nevada, New Jersey,
New York, North Carclina, Oregon, Penn-
sylvania, Texas, Utah, Virginia, Washing-
ton.

Membership: AAMGA, NAPSLO.

Ofticers: David R. Hartoch, president/
CEOQ; Daniel V. Colacurcio, executive
vp/western division manager; Ronald D.
Wartick, executive vp/central division man-
ager.

Contact: Nanci Evarts, 818-227-3419.

Symons International
Group Inc.
5900 N. Andrews Ave., Suite 800,
Fort Lauderdale, Fla, 33308;
954-772-5061; fax: 954-772-9673

1996 1995

Premium volume $10,211,580 $6,792.470

Gross revenues $1,195,065 $848,559

Employess 16 13

Commercial lines 100% 100%

Non-admitted 100% 100%
Founded: 1976.

Parent: Goran Capital inc.

Business: 97% underwriting manager,
3% managing general agent.

Underwriting manager for: Pafco Gen-
eral Insurance Co.

MGA for: United National Insurance Co.

Specialties: Restaurants, bars, apart-
ments, condominiums, motels.

Licensed in: Florida, Georgia.

Membership: NAPSLO.

Officers: Ronald E. Chapman, vp/gener-
al manager; Alan Symons, president/CEO.

| Insur-

upport provided by Pafco G

anca Co.

Texas General Agency Inc.

P.O. Box 40600, San Antonio, Texas
78229; 210-948-9100; fax: 210-949-9121

1996 1995

Premium voiuma $30,000,000 $25,000,000

Employees 50 46

Commercial lines 0% 0%

Admitted business 8% a5%

Non-admitted 15% 15%
Founded: 1979.

Business: 99% underwriting manager,
1% broker, Lloyd's of London coverholder.

Underwriting manager for: Republic-
Vanguard Insurance Co., Southern County
Mutual Issuance Co.

Broker for: American Reliable Insur-
ance Co., Preferred National Insurance
Co.

Subsidiaries: Gulf States Insurance
Co., Oklahoma City; Pan American Accep-
tance Corp.

Specialties: Commercial auto.

Continued on next page

Business
Insurance.
e DIRECTORIES ¢

DIRECTORY OF BUYERS
The 1996/97 Business Insurance
Directory of U.S.-Based Corpo-
rate Buyers of Insurance, Benefit
Plans and Risk Management Ser-
vices is available in two editions.
The fourteenth annual U.S. edition
contains alphabetical listings of
nearly 3,100 U.S. corporations.
You’'ll find names and titles of
over 17,000 executives responsi-
ble for risk management, employ-
ee benefits and more _ plus vital
company facts and figures.
The third annual International edi-
tion lists approximately 3,800 ex-
ecutives from more than 700 com-
panies in 27 countries outside the
U.S. In addition to an address and
phone and fax numbers, you'll
find nature of business, currency
of the country, revenue or sales,
and the names and titles of the ex-
ecutives responsible for risk man-
agement, security, health care and
finance.
BI's Directories of Corporate
Buyers are available in print or on
disk for the PC. To order your
U.S. or international edition, or to
purchase the BID Software for ei-
ther directory. call:

313/446-1609

DIRECTORY OF MANAGED
CARE PROVIDERS

The 1996/1997 Business Insur-
ance Directory of Managed Care
Providers is published as a special
extras edition of the news-
magazine. The directory contains
profiles of HMOs and PPOs
across the country_organized al-
phabetically by state. To order,
call:

313/446-1609

IN-PUBLICATION
DIRECTORIES
Business Insurance publishes
more than 20 comprehensive in-
publication directories during the
year, making access to services
and suppliers easy. Providing de-
tailed listings cf firms in special-
ized areas, BI’s directories give
readers a direct route to better
management techniques and elim-
inate frustrating hours researching
services and suppliers available in
the marketplace. For a listing of
BI’s in-publization directories,
call:
Directory Information:
312/649-5398
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Licensed in: Texas.
Membership: AAMGA.

Officers: Sam Cangelosi, president;

Don Cangelosi, secretary/treasurer; Don
E. Meyer, vp.
Contact: Jimmie Faulkner.

Tower Underwriters
7501 Boulders View Drive, Suite 120,
P.O. Box 35656, Richmond, Va. 23235:
804-330-0543; fax: 804-330-3430

1996 1998
Premium volume $4,745,700 §5,351,024
Gross revenues $412,100 $451,36¢
Employees 5 7
Commercial lines 100% 100%
Admitted business 4% 97.5%
Non-admitted 6% 2.5%

Founded: 1981.

Business: 100% managing genera.
agent.

MGA for: Canal Indemnity Co., Cana
Insurance Co., Great American Insurance
Co., Marine Office of America Corp., Na.
tional Fire & Marine Insurance Co., Nation
al Indemnity Co.

Specialties: Commercial auto; genera
liability: truckers general liability; garage li-
ability, including garage keepers :egal lia-
bility.

Licensed in: Delaware, Virginia.

Officers: Frederick W. Black, pres dent;
Sharone H. Beverley, secretary; Joan S.
Dunkley, treasurer.

Contact: Frederick W. Black.

Tri-Arc Financial Services Inc.
983 Old Eagle School Road, Suile 616,
P.O. Box 6745, Wayne, Pa. 19087;
B00-446-5350; fax: 610-254-9893

1996 19%
Premium volume $5,039,041 85,441,350
Gross revenues $933,202 $728,650
Employees ] 3
Commercial lines 100% 100%
Admitted business 100% 100%

Founded: 1947.

Business: 97%
agent, 3% broker.

MGA for: Reliance Insurance Co.

Broker for: Gulf Insurance Co.

Branches: Baltimore; New Rochelle,
N.Y.; San Antonio.

Specialties: Lessors contingent/excess
liability coverages for long-term auto and
truck leasing operations, residual va ue ir-
surance, guaranteed auto protection.

Licensed in: Pennsylvania.

Officers: Jon W. Yoskin, CEQ; Richard
C. Maida, president.

Contact: Kathleen Everhart, vp.

managing generzl

Tri-City Brokerage Inc.
50 Califomia St., Suite 2000,
San Francisco, Calif. 94111;
415-986-5050; fax: 415-986-50C4

1996 198
Pramium volume $454,850,811  $4765929-4
Gross revenues* $31.200,000  $31,200,000
Employees 186 178
Commercial lines 100% 100%
Admitted business 80% 80%
Non-admitted 20% 20%
* Bl estimate.
Founded: 1985.

Business: 2% managing general agert,
98% broker, Lloyd's of London coverhold-
er.

MGA for: Connecticut Specialty Insur-

ance Group, General Star Management
Co.

Broker for: Acceptance Insurance Co.,
Admiral Insurance Co., Associated Interna-
tional Insurance Co., The Center Special
Risk, Chubb Custom Insurance Co., Essex
Insurance Co., Evanston Insurance Co.,
Executive Re Indemnity Inc, First State In-
surance Co., General Star Indemnity Co.,
Great American Cos., RLI Insurance Co.,
Reliance National Insurance Co., Royal
Specialty Underwriting Inc., St. Paul Fire &
Marine Insurance Co.

Branches: Universal City, Calif; West
Palm Beach, Fla.; Chicago; Edison, N.J.;
New York.

Subsidiaries: Five Star Managers L.L.C.:
Chicago; Jersey City, N.J. Tri-City Benefits
L.L.C., Hauppauge, N.Y.

Licensed in: California, Florida, lllinois,
New Jersey, New York.

Membership: NAPSLO.

Officers: John G. Hahn, president; Kier-
an P. Burke, executive vp; Scott W. Gunni-
son, George P. Hilditch, Alexander M. Kull-
man, Daniel S. Real, Michael P. Tilton, Ed-
ward W. Ulshafer, executive vps; Robert E.
Dillon, COO; Leo P. O'Reilly, CFO.

Contact: John G. Hahn.

Trinity E&S Insurance
Services Inc.
79 301 Country Club Drive, S.ite 200,
Bermuda Dunes, Calif. 92201 ;
760-360-4100; fax: 760-360-0055

1996 1995
Premium volume $12,380,772 $11,350,000
Gross revenues $2,146,460 $1,308,000
Employees 24 18
Commercial lines 100% 100%
Admitted business 55% 55%
Non-admitted 45% 45%

Founded: 1985.

Business: 53% managing general
agent, 47% broker.

MGA for: Century Surety Insurance Co.,
First Financial Insurance Co., United Capi-
tol Insurance Co,

Broker for: Golden Eagle Insurance
Co., United Capitol Insurance Co., West-

ern Specialty Insurance Co.

Branches: San Diego and San Rafael,
Calif.

Specialties: Contractors liability, work-
ers compensation.

Licensed in: California.

Membership: NAPSLO.

Officers: Thomas J. Gassen, president;
Peter J. O'Shaugnessy, chairman; Richard
Kersten, secretary; Mark Rosenberg, CFO.

Contact: Thomas J. Gassen.

U.S. & Overseas Agencies Inc.

1693 Stuyvesant Ave., Union, N.J. 07083;
908-964-5950; fax: 908-964-9487

1996 1985
Premium volume $3,000,000" $3,000,000°*
* Estimate.
Founded: 1933.

Business: 80% managing general
agent, 19% Lloyd's of London coverholder,
1% broker.

MGA for: Essex Insurance Co., Fore-

most Insurance Co., Mount Yernon Fire In-
surance Co.

Braker for: United Naticnal Insurance
Co.

Licensed in: New Jersey.

Membership: NAPSLO.

Officers: Jeffrey S. Neubauer, presi-
dent; Jack Neubauer, vp; Barnice Bender,
treasurer; Douglas Planer, assistant trea-
surer; Ingrid Neubauer, secretary.

Contact: Jeffrey S. Neubauer.

U.S. Risk Insurance Group Inc.
5910 N, Central Expressway,
Suite 1580, Dallas, Texas 75206;
214-265-7090; fax: 214-739-1421

1996 1995
Premium vclume $121,000,000 110,000,000
Gross revenues $12,320,000 $11,735,000
Employees 129 124
Commercial lines 100% 100%
Admitted business 5% 5%
Non-admitted 95% 95%

Founded: 1977.
Business: 36% managing general
agent, 13% Lloyd's of London coverholder,

- 51% oroker.

MGA for: Acceptance Insurance Cos.,
American Equity Insurance Co., Associat-
ed Interaational Insurance Co., GAINSCO
Cos., Northland Insurance Cos., Old Amer-
ican County Mutual Insurance Co., Scotts-
dale Insurance Co.

Broker for: Acceptance Insurance Cos.,
Admiral Insurance Co., Alliance General
Insurance Co., American Equity Insurance
Co., Commercial Underwriters Insurance
Co., General Star Indemnity Co., Legion
Indemnity Co., Scottsdale Insurance Co.,
Travelers Insurance Co., United National
Insurance Co.

Branches: Scoftsdale, Ariz.; San Fran-
cisco; Tallahassee, Fla.; Lafayette, La.;
Nashvil'e, Tenn.; Austin, Houston and San
Antonio, Texas.

Subsidiaries: Jean D2zl & Associates:
Dalles. Jarrett Insurance Brokers Inc.: San
Francisco; Tallahassee, Fla.; Layfayette,

| La.; Nashville, Tenn.; Austin, Dallas and

Houston, Texas. U.S. Risk Underwriters
Inc.: Scottsdale, Ariz.; Dallas, Houston and
San Antonio, Texas.

Specialties: Professianal liability, public
entity coverages, umbrella and excess lia-
bility

Licensed in: California,
Louisiana, Tennessee, Texas.

Membership: AAMGA, NAPSLO.

Officers: Randal G. Goss, chairman/
CEQ; L.M. (Mac) Wesson Jr., president/
COO; Thomas S. Bloom, executive vp.

Contact: L.M. (Mac) Wesson Jr.

Florida,

WFT insurance Brokers Ltd.
40 Lime St., London EC3M 5BS,
England; 44-171-929-5424;
fax: 44-171-929-5423

1996 1995
Premium volume $34,000,000 $27,000,000
Gross revenues $2,400,000 $1,900,000
Employees 16 14
Commercial lines 100% 100%
Admitted business 0% 30% -

“Be sure that you return it.”

If you're racing through this issue of Business Insurance because you
“borrowed” it from a colleague, you should have your own subscrip-
tion. Then you’ll be first on the list. You can take as much time as you
like with all of Business Insurance’s exclusive worldwide news of loss
prevention, risk financing and benefit management every week.

To subscribe, use the card in this issue
or Call 1 (800) 678-9595 Toll-Free.

Ask about our
special 20%-off
group subscription
rate for five or more
subscriptions. A
great way to save
money. And avoid
pass-along prob’ems.

Subscription Rates in U.S. Dollars
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Nan-admitted

Founded: 1993.

Parent: Shirlstar Holdings.

Business: 70% underwriting manager,
30% broker.

Underwriting manager for: Clarendon
America Insurance Co., Clarendon Nation-
al Insurance Co., Realm National Insur-
ance Co.

Broker for: Clarendon Insurance Group,
Legion Insurance Co., Lincoln Insurance
Co., Lloyd’s of London, Reliance Insurance
Group.

Branches: Covington, La.; Charlotte,
N.C.

Specialties: Oil and gas, energy, diving,
maritime, construction.

Officers: Christopher Needham, Peter
Willis Fleming, Mark Tolner, Nicholas
George, Sir Benjamin Slade.

Contact: Peter Willis Fleming.

Support services provided by parent company.

0% 70%

Bernard Warschaw
Insurance Sales

18730 Century Park E., Suite 1700,
Los Angeles, Calif. 90067;
310-286-2687; fax: 310-286-2526

1996 1995

Premium volume $13,900,000 $14,500,000

Employees 11 1

Commercial lines 100% 100%

Admitted business 2% 2%

Non-admitted 98% 98%
Founded: 1989.

Parent: The Doctors’ Co.

Business: 100% managing general
agent.

Specialties: Non-standard medical mal-
practice.

Officers: Manuela S. Puebla, chairman:
Jack C. Cummings, president; Charles A.
O'Brien, secretary; Michael Yacob, trea-
surer.

Contact: Stephen Freedman.
Support services provided by parent company.

Westrope & Associates

920 Baltimore Ave., Kansas City, Mo.
64105; 816-842-8222; fax: 816-842-3081

1996 1995°
Premium volume $53,000,000 $37,500,000
Employees 32 2
Commercial lines 100% 100%
Admitted business 25% 25%
Non-admitted 5% 5%

* Fiscal years ending 5/31/97 and 5/31/96.

Founded: 1992,

Business: 2% managing general agent,
98% broker.

MGA for: Essex Insurance Co., Pacific
Insurance Co. Ltd., Western World Insur-
ance Co.

Broker for: American |International
Group, Mt. Hawley Insurance Co., North-
field Insurance Co., RLI Insurance Co.,
Royal Surplus Lines Insurance Co., St.
Paul Surpius Lines Insurance Co.

Specialties: Product liability; umbrella;
E&O; D&O; property, including California
earthquake.

Licensed in: All states, excluding Neva-
da.

Membership: NAPSLO.

Officers: Kevin T. Westrope, presi-
dent/CEQ; Joseph D. Timmons, chairman;
Mark E. Patterson, W. Kay Singleton, ex-
ecutive vps; Robert E. Masterson, secre-

tary.
Contact: Kevin T. Westrope.
Wood & Co. Inc.
5445 Triangle Parkway, Suite 200,
Norcross, Ga. 30092-2541;
800-476-4703; fax: 770-448-7105
1996 1995
Premium volume $57,500,000  $59,068,935
Gross revenues $3,853,000 $3721,342
Employees 38 30
Commercial lines 100% 100%
Admitted business 60% 60%
Non-admitted % 40%
Founded: 1984.

Parent: McGriff, Siebels & Williams Inc.

Business: 100% broker.

Broker for: Agricultural Excess & Sur-
plus Insurance Co., Allianz Underwriters
Insurance Co., Chubb Custom Insurance
Co., First State Insurance Co., General
Star Indemnity Co., Great American Insur-
ance Co., Interstate Insurance Group,
Markel Insurance Co., Mt. Hawley Insur-
ance Co., Northland Insurance Co., BLI In-
surance Co., Royal Special Risks Insur-
ance Co., St. Paul Surplus Lines Insurance
Co., Travelers Group, Westchester Spe-
cialty Group.

Branches: Pensacola, Fla.

Specialties: Manufacturing, contracting,
processing, industrial, real estate.

Licensed in: All states.

Membership: NAPSLO.

Officers: Bruce Wood, presidant;
George Showalter, Mike Rimbey. Don
Swift, senior vps; Donna Buto, Fred Buck,
Vps.

Contact: Donna Buto.

WYCON Corp.
210 University Drive, Suite 900,
Coral Springs, Fla. 33071;
954-752-1222; fax: 954-344-7961

1996 1995
Premium volume $58.987, 115 $59,508,452
Gross revenues $7.950,000 $6,750,000
Employees 80 BS
Commercial lines 95% 99%
Admitted business 28% 1%
Nor-admitted 1% 89%

Founded: 1989.

Business: 95% underwriting manzger,
5% managing general agent.

Membership: AAMGA, NAPSLO.

Officers: Stephen Weicholz, president;
Albert S. Solomon, treasurer; Scott 'Wei-
cholz, secretary; Kenneth Sutter, Darren
Marsh, Dennis Wills, vps.

Contact: Kenneth Sutter.

Yates 85 Associates Insurance
Services Inc.

1570 Brookhollow Drive, Suite 212,
Santa Ana, Calif. 92705;
714-641-1125; fax: 714-641-1125

1996 1995
Premium volume $19,616,630 $17,717,585
Gross revenues $3,196,546 $2,940,399
Employees 38 3
Commercil fines 100% 100%
Admitted business 36% 3%
Non-admitted 64% 69%

Founded: 1987.

Business: 65% managing general
agent, 35% broker.

Branches: Stockton, Calif.

Subsidiaries: R.J. Mestayer E&S Insur-
ance Services Inc., Stockton, Calif.; Munic-
ipality Insurance Services Inc., Santa Ana,
Calif.; Pacific Coast Premium Finance Co..
Santa Ana, Calif.

Licensed in: California.

Membership: AAMGA, NAPSLO.

Officers: James M. Yates, president;
James L. Hippard, executive vp.

Contact: James M. Yates. | Bl |
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BI's Reprint Department can pro-
vide 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 provid-
ed to companies wishing to reprint
on their own, material appearing in
the newsmagazine. For informa-
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312/ 649-5219
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charge is $7.50 per copy/per asti-
cle. In-publicatio2n directories are
not available by fax. For article
photocopies call:

312/649-5398

ON-LINE SERVICES
Now you can find Business Insur-
ance on the World Wide Web. BI's
home page includes many impor-
tant departments, including ... UP-
DATES for late-breaking news
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Global Briefs

London-based Jardine Lloyd
Thompson Group P.L.C.’s official
pro-forma gross revenues for the
fiscal year ending June 30 were
£247.6 million ($412.1 million),
slightly higher than the estimated
£243.5 million ($379.9 million)
Business [nsurance used in rank-
ing the broker as the world’s
sixth-largest (BI, July 21). Pro-
forma pretax profits increased
4% to £48.4 million ($80.6 mil-
lion) before an £8.3 million ($13 .8
million) exceptional charge re-
sulting from the February merg-
er. The merged group of Lloyd
Thompson Group P.L.C. and JIB
Group P.L.C. is switching its fis-
cal year-end to Dec. 31, and wall
report 18-month results to year-
end 1997 in March next
year. .. Terra Nova (Bermuda)
Holding Ltd. has purchased for
an undisclosed price French rein-
surer Compagnie de Reassurance
d'lle de France in Paris, whose
1996 premium volume reached
153 million French francs {($29.5
million). Corifrance Chairman
and Managing Director M. Eric
Vernhes will continue in his pre-
sent role and “play a key role” in
Terra Nova's further develop-
ment in Europe. Terra Nova In-
surance (U.K.) Holdings P.L1.C.
recently increased its capital by
completing a $75 million bond is-
sue to institutional investors (B,
Sept. 1)... Sedgwick Reinsur-
ance Brokers Lid. is opening a
new office in France known as
Sedgwick Re Paris, while two
other Sedgwick Group PL.C
units—Sedgwick Asia Pacific
and Sedgwick Europe Services—
are merging their respective rein-
surance businesses into a new rec
gional reinsurance company
known as Sedgwick Re Asia Pa-
cific based in Sydney and Singa-
pore. .. Chubb Insurance Co. of
Europe S.A. has launched a new
insurance product to help protect
the errors and omissions of diree-
tors of life and non-life insurance
compaunies. The “Insurance Com-
pany Professional Liability” poli-
¢y was designed “in response to
the increasing number of lawsuits
brought against insurance com-
panies as a result of professional
misjudgments and oversights.”
Chubb states. The policy, with
limits up to €15 million ($23.8
million) on a primary or excess
basis, offers worldwide coverage,
including the United States. ..
Lox Underwriting Services Ltd.
has appointed Doug Harmon as
managing director with responsi-
bility for the day-to-day running
of the business. He was previous-
1y director and head of Premier-
care for Nat West Insurance Scr-
vices Ltd. .. .Brockbank Syndi-
cate. Management Lid. has
named Nick Meteall as active un-
derwriter of its syndicate 588, He
transfers from Brockbank syndi-
cate 861, where he was senior
deputy underwriter for eight
years. Both syndicates are in-
volved in general lines insurance.
The agency's managing director,
lan Martin, said both syndicates
intend 1o increase their under-
writing levels for 1998. . . Lloyd’s
of London reports that in its sixth
auction of syndicate capacity for
the 1998 underwriting vear,
£183.8 million ($314.8 million) of
market capacity involving 102
syndieates was auctioned at a to-
tal value of £9.8 million (16.8 mil-
lion).

Norway’s Storebrand seeks merger

Trygg Hansa, other Scandinavian insurers targeted for partnership

By MARIA KIELMAS

OSLO, Norway—In an effort to compete
with larger players in the consolidating global
insurance market, Norway's largest insurer,
Storebrand A/S, is seeking merger partners
among Scandinavian insurance companies.

The company has held discussions with Swe-
den’s Trygg Hansa Insurance Co. and ‘“‘sever-
al” other insurers throughout Scandinavia, a
Storebrand spokesman in Oslo confirmed.
However, he added, “We are not in negotia-

tions with any of them.”

A spokesman for Trygg Hansa in Stockholm

would not confirm the talks with Storebrand,
which late last year shortened its name from
UNI Storebrand. “We never comment on spec-

ulation,” he said.

such a move.

= P il a4
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PARIS- -French state-owned rail-
road Societe Nationale des Chemins
de Fer, or SNCF, is self-insured for
losses from last week’s collision of
one of its express trains with a fuel
truck.

The Sept. 8 crash caused 13 deaths
and 31 injuries. A spokesman for the
SNCF in Paris could not elaborate on
the damages or liability other than
the statement regarding self-insur-
ance.

The train was traveling in a rural
area between Bordeaux and Bergerac
in southwest France, It hit a fuel
truck at a rail crossing in Pointe-
Sainte-Foy. The fuel truck, carrying
7,800 gallons of oil, was cut in half
and then exploded.

The fire spread to the front of the

crash

0SSes

are self-insured Winterthur merger
moves forward

train as well as a nearby house, which
was struck by the remains of the
truck.

A source close to the company said
that SNCF buys “hundreds of mil-
lions of dollars” of excess catastrophe
coverage in the international insur-
ance markets.

London insurance industry sources
said the kind of catastrophe that
would trigger that excess coverage
would be a similar collision that
caused a large spill of hazardous
waste that polluted a wide area or
caused extensive damage in a dense
urban area.

Transport Minister Jean-Claude
Gayssot has ordered an investigation
into the causes of the crash.

— By Mana Kielmas

Storebrand has hired Oslo stockbroker Sun-
dall Collier & Co to assist with the search for a
strategic partner. Sundall Collier acted Store-
brand’s adviser in the insurer’s failed attempt
to merge earlier this year with the 51% state-
owned savings bank, Christiania Bank og
Kreditkasse. In June, about 63% of Storebrand
shareholders voted in favor of the merger,
short of the two-thirds majority required for

The main opposition to that merger came
from two large shareholders, the Orkla A/S
food and media conglomerate, and Norwegian

businessman Kjell Inge Rokke, chairman of the

Oslo-based diverse conglomerate Aker-RGI,
who holds 10% of Storebrand. In media inter-
views at the time, Mr. Rokke said he opposed
the merger because the Norwegian government
would hold a 25.5% stake in the joint compa-
ny and eonsequently would have too great an
influence in the organization.

Storebrand now is seeking shareholders that
share Chairman Age Korsvold's management

See Storebrand on next page

U.K. companies urged
to prepare for Year 2000

By EDWIN UNSWORTH

LONDON —Despite all the pub-
licity about the “millennium time
bomb,” too many British compa-
nies have failed to implement risk
management programs, insurers
warn.

Ina Barker, executive director
of the Assn. of Insurance & Risk
Managers, warned last week, “It
is vital that companies act as if

; they were uninsured for a millen-

nium meltdown and carry out a
rigorous risk analysis program to
identify all the areas where they

WINTERTHUR, Switzerland -

Credit Suisse plans to make an offer

today to Winterthur Insurance Co.

shareholders to exchange their

shares for Credit Suisse shares.

Shareholders from Winterthur

Group and Credit Suisse Group

have voled overwhelmingly in favor

of a merger. The exchange would be
one Credit Suisse share for every 7.3
Winterthur shares.

Winterthur will remain an inde-
pendent entity within the merged
group (BL. Aug. 18).

At a shareholders’ meeting, Win-
terthur Chairman Poeter Spalti refut -
ed suggestions that the merged enti-

may have problems.”

Meanwhile, if insurers act ac-
cording to advice from the Assn.
of British Insurers, those affected
by Year 2000 losses may find
themselves without insurance
protection. The insurers’ position
always has been that cover was
never intended, an ABI spokes-
woman reiterated.

She said last week that the asso-
ciation is accordingly urging in-
surers to examine policy wordings
to determine how far they may be
exposed to Year 2000 claims, and

See Year 2000 on next page

ty will dispose of its North American
insurance interests. He said that so
long as they provide sufficient re-
turns to investors, there is no reason
to dispose of them. The companies
are discussing legal aspects of the
merger with U.S. authonties.

A.M. Best Co. has put the A+ rat-
ing of Winterthur and its nine U.S.
units under review with developing
implications. The agency said its ac-
tion reflects the financial and strate-
gic uncertainties assoctated with the
merger. These will remain under re-
view until the new management ad-
dresses the issucs, Best said.

—By Maria Kielmas

Ferry, cargo disasters ’uninsured

LONDON —London insurers
believe they have little or no ex-
posure to claims from two ship-
ping disasters last week and say
there is little likelihood that cov-
erage was placed in any of the
other major insurance centers.

In the most serious incident,
an estimated 200 people
drowned Sept. 8 when an over-
loaded local passenger ferry, La
Fierte Gonaevienne, capsized off
the coast of Haiti.

Estimates of the number of
people on board at the time of
the incident varied between the
ferry managers' figure of 260
and a government official's re-
port that 276 tickets were sold
but that this did not include
children.

Meanwhile, a 10-year-old car-
go vessel, the Cyprus-registered

North Islands, carrying 6,000
tons of fertilizer, broke in two
after running aground Sept. 8
off the coast of San Antonio,
Chile. The 30 people on board
were rescued.

A Lloyd’s of London
spokesman said in both cases it
was unlikely any of the insur-
ance would have been placed in
the London market. He said that
such small vessels tend to be in-
sured in their home market, and
in Haiti often no coverage is
purchased at all.

Richard Youell, a marine un-
derwriter for Lloyd’s syndicate
79, added that he had not heard
of any insurance claims on either
of the vessels. also implying no
coverage had been placed in the
London market.

—By Edwin Unsworth

PHOTO: AFP

The North Islands, a Cyprus-registered cargo ship, right, ran
aground off Chile last week. It was carrying a load of fertilizer.
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Storebrand

Continued from page 67

strategy of expansion via mergers.
One such shareholder the spokesman
named was Norwegian food en-
trepreneur Stein Erik Hagen, who
owns 10% of the insurer. Under Nor-
wegian law, no enterprise is allowed
to own more than 10% of a Norwe-
gian financial institution without
making an acquisition offer.

The company also is open to inter-
est from non-Scandinavian insurers
and other investors. “We would not
exclude them; some European com-
panies are already setting up in Nor-
way,” the spokesman said.

A merger between Storebrand and
another Scandinavian insurer would
be welcomed by the stock market,

says Rafael Villarreal, vp and senior
analyst at Moody'’s Investors Service
in London. Scandinavian insurers
have little room to grow in the small
domestic markets, which they domi-
nate, and a merger would give the
combined entity the capital to pursue
income growth in other countries.
“You can write more premium from
New York state than from a Scandi-
navian country,” Mr. Villarreal said.
A merger between Trygg Hansa
and Storebrand could make sense, as
the two companies would be able to
consolidate their operations, cut costs
and compete with other international
insurers, he said. “The Storebrand
holding companies still have some
problems, but the operating compa-
nies have a strong cash flow,” he said.
Mr. Villarreal said Storebrand re-
mains highly leveraged, with a debt-

to-equity ratio of about 60%. Most in-
surers are not leveraged higher than
30%, and Storebrand’s high amount
of debt could restrict its ability to
write coverage.

Storebrand had 1996 gross preri-
um volume of 13.21 billion Norwegian
kroner ($1.78 billion) and net income
of 1.12 billion kroner ($150 million).

Storebrand registered 7.5 billion
Norwegian kroner ($998 million) in
gross premium volume for the first six
months of 1997, up 8% on the same
period last year.

Trygg Hansa's 1996 gross premium
volume was 12.16 billion Swedish
kronor ($1.56 billion), and net income
of 2.37 billion kronor ($304 millicn).
Trygg Hansa registered 6.44 bill‘on
kronor ($818 million) of gross premi-
ums in the first half of this year, up
7.6% from the same 1996 period. =}

Year 2000

Continued from page 67

for new or renewal policies to be
written so that they make clear such
claims are not covered under a stan-
dard policy, if that is the insurer’s in-
tention.

One concern, she said, is that if
those affected by Year 2000-related
losses believe they are insured, they
will not bother to take action that
could prevent the losses altogether.

The ABI already has issued some
suggested draft policy exclusion
wordings to its members, but the
spokeswoman said the general re-
sponse of insurers was that these
were too restrictive.

Losses could result from the mo-
ment the Year 2000 rings in, because
many computers and microproces-
sors are programmed to read only the
last two digits of the year, and so
“00" will be read as 1900. It could
send systems awry and affect every-
thing from air traffic control to traf-
fic lights and sophisticated medical
equipment (BI, June 15).

The spokeswoman said the ABI is
preparing an information sheet for
businesses, which it hopes to issue in
early October, advising them how to
avoid Year 2000 losses.

The ABI has also commissioned a
confidential study into the implica-
tions of Year 2000 for insurers from
the London law firm Cameron
McKenna. The spckeswoman would
not confirm a press report that the

study found that up to three-quarters
of British companies would have le-
gitimate grounds for claiming com-
pensation for Year 2000-related loss-
es under their all-risks policies.

AIRMIC and the ABI are working
closely on this matter to agree what
businesses must do to reach a clear
understanding of whether or not they
are insured against such risks and
how to arrange some degree of pro-
tection, either through insurance or
minimizing their exposures, or a
combination of the two.

Ms. Barker urged all companies “to
check their insurance policies care-
fully now; instigate a complete Year
2000 compliance-assessment of their
existing computer systems; and es-
tablish a Year 2000 project team
which has board-level authority.”

Ms. Barker said that while many
AIRMIC members appear to be on
top of the problem, “there is a lot of
evidence that many companies are
not.”

She warns, too, that companies
must not think their job is done when
their own systems are safe, They
must think about such matters as
whether their suppliers are 2000-
compliant, as well as all other equip-
ment containing computer chips,
such as process control, building
management systems and industrial
robots.

London law firm Dibb Lupton Al-
sop has said insurers are “likely to be
bombarded with claims arising from
a cocktail of potential liabilities con-
fronting insureds.” These will in-

clude those who have been involved
in the provision of information tech-
nology equipment and services and
company directors and officers for
failing to deal with or solve Year
2000 problems.

Dibb Lupton Alsop says insurers
will have to determine for themselves
the extent to which, if at all, they are
prepared to insure Year 2000-related
risks. It, too, advises that “all ins.r-
ers should conduct a review of their
business in order to ascertain the ex-
tent of their existing potential expo-
sure” and to check policy wordings
“to ensure that there are no latent li-
abilities lurking.”

However, Catrin Turner, a partaer
in another London law firm, Davies
Arnold Cooper, maintains that while
“psychological warfare” is being
waged between insurers and policy-
holders over Year 2000 coverage,
concerns about the latter being pur-
sued through the courts for a signifi-
cant number of claims are probably
overstated.

Insurers of the information tech-
nology equipment providers “have
already got their house in order” by
issuing exclusions for Year 2000-re-
lated claims, and insurers of other
parties likely to be affected are
quickly following suit, she maintains.

Ms. Turner said she does not see
any consequences for insurers from
a recent claim by a U.S. supermarket
owner against the supplier of a cash
register that could not recogrize
credit cards that expire after the
Year 2000 (BI, Aug. 25). | Bl |

Reinsurance market growing

Global market has increased by $30 billion in six years

By EDWIN UNSWORTH

LONDON—The global market for
reinsurance has grown by $30 billion
since 1991 to $171 billion last year, ac-
cording to a study by Datamonitor, a
Londor.- and New York-based strate-
gic management consultant.

The report says the $171 billion to-
tal consists of total direct premiums
ceded and excludes retrocession.
However, some of this is intracompa-
ny business transacted between com-
panies in the same group, so the true
size of the global “open’ reinsurance
market is more likely between $100
billion and $120 billion, says the
study.

Of the larger total, $145 billion
came from non-life reinsurance and
$26 billion from life business. Alan
Leach, manager of the financial ser-
vices practice unit of Datamonitor,
said the figures show “life reinsurance
is a lot more significant than is often
believed.”

Property reinsurance was the great-
est single line worldwide last year at
$47 billion in direct insurance premi-
ums ceded. Auto reinsurance and life

reinsurance were the second- and
third-largest lines with premiums
ceded of $36 billion and $26 billion,
respectively.

Geographically, North America
and Western Europe dominate in
terms of direct insurance ceded.

However, the emerging markets
showing the greatest growth rates, al-
beit from lower starting points.
Whereas the reinsurance markets of
North America and Western Europe
grew by less than 4% annually be-
tween 1991 and 1996, the Pacific Rim
increased by an average annual rate
of 9% and Latin America by an aver-
age annual rate of 6.1%.

In a separate study, “IT in Euro-
pean Insurance 1997,” Datamonitor
says spending by European insurers
on information technology will in-
crease rapidly over the next few years.

European insurance companies will
spend $14.3 billion on information
technology this year, rising to $18.8
billion in 2002, the study says. Two of
the main spurs for this increased
spending will be European Monetary
Union, which will eventually force in-
surers to convert systems and proce-

dures to deal in a single currency, and
computer-system problems associat-
ed with the millennium.

Based on this year’s figures, more
than two-thirds of information tech-
nology spending will come from in-
surers in three countries: Germany,
the United Kingdom and France.
Germany will account for $3.5 billion,
or 24.3%, of 1997 spending, closely
followed by the United Kingdom at
$3.3 billion, or 23.1%, and then
France with $2.9 billion, or 20.1%.

Nicholas Byrne, a Datamonitor an-
alyst, says in the report that a major
reason for the increased informatior.
technology spending is the growing
tendency for insurers to organize taeir
core operations around customer lines
rather than product lines and to offer
general as well as life and pensior
products, each of which has markedly
different underwriting criteria.

Ll

Copies of “Global Reinsurance” anc
“IT in European Insurance 1997" are
available for $3,995 each from Data-
maonitor USA, 1 Park Ave., New York.
N.Y,; 212-686-7400; fax: 212-686-
2626.

L
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Lloyd’s members
leery of allowing
captive syndicates

Lloyd’s to decide issue by end of year

By STACY SHAPIRO

LONDON—Lloyd’s of Lon-
don’s traditional members are
skeptical about captive syndi-
cates being set up in the mar-
ket.

Some delegates to the Assn.
of Lloyd’s Members autumn
meeting last week expressed
concern that captive syndicates
might make calls on the Cen-
tral Fund and take business
away from other Lloyd’s syndi-
cates.

But, Paul Bawcutt, managing
director of Risk & Insurance
Research Group Ltd.,, who
came up with the idea for cap-
tive syndicates in 1993, tried to
put their minds at ease.

“I think captive syndicates
would be a good thing for
Lloyd’s and for the London in-
surance market,” he told ALM
members.

Lloyd's Council is consider-
ing the idea and is expected to
decide by year end whether to
allow captive syndicates.

Captive owners would bene-
fit from setting up syndicates
at Lloyd’s because they would
have access to Lloyd’s licenses
around the world, Mr. Bawcutt
said.

A captive syndicate could
write policies on its own paper
in all countries where Lloyd’s
is licensed.

A captive syndicate also
could benefit from the Lloyd’s
reinsurance market right on its
doorstep, good underwriting
management and the excellent
infrastructure of the London
insurance market, said Mr.
Bawecutt.

Lloyd’s would benefit, too,
he said, because captive syndi-
cates would make additional
contributions to the Central
Fund, and new reinsurance
business would be generated
by captive syndicates for other
Lloyd’s syndicates.

Also, if 100 of the world’s
biggest corporations set up
captive syndicates at Lloyd’s,
it would be an acknowledge-
ment that Lloyd’s is a secure
market, according to Mr. Baw-
cutt.

But some of the ALM dele-
gates who represent mainly the
traditional members of Lloyd’s
weren’t so sure captive syndi-
cates should be allowed.

One delegate wanted to
know how traditional members
would benefit from captive
syndicates because 100% of the
capital on such a syndicate
would be provided by the par-
ent company.

Traditional members’ contri-
butions te the Central Fund
and other levies might be re-
duced if captive syndicates
added to the funds, Mr. Baw-
cutt said.

He added that captive syndi-
cates also would generate more
reinsurance business for the
market and those traditional
members’ syndicates.

“There may be some dan-

ger. . .that captive syndicates
put undesirable risks into the
market” by way of reinsur-
ance, added another Lloyd’s
member.

That's a risk every Lloyd’s
syndicate has regardless of
whether it’s reinsuring a cap-
tive syndicate or taking outside
business, Mr. Bawcutt replied.
Judging the quality of a risk
being reinsured is the responsi-
bility of each syndicate’s un-
derwriter, “not whether you
have captive syndicates in the
market,” he said.

“Aren’t these captive compa-

S
‘The caplive syndicate is
not going o expose the
Ceniral Fund the way
the other syndicates do,
says Paul Bawcuit.

S

nies, and indeed corporate cap-
ital, being written on the back
of Lloyd’s Central Fund which
we as traditional names
will have to contribute if it
all fails?"’ asked another mem-
ber.

Mr. Bawcutt explained that
Lloyd’s is looking for a *‘com-
promise' solution so that a
captive syndicate would not
unduly expose the Central
Fund, and by the same token
the captive’s owner would not
be exposed to other Lloyd’s
losses through the Central
Fund,

It has been suggested that a
captive syndicate owner would
sign a hold-harmless agree-
ment saying it was responsible
for all the syndicate's losses
should it fail.

If that were the case, then
the captive syndicate would
want to pay only a portion of
the standard member levy to
the Central Fund, because the
syndicate wouldn’t benefit
from it, he said.

“The captive syndicate is not
going to expose the Central
Fund the way other syndicates
do,” said Mr. Bawcutt.

Another delegate said, “I've
been troubled by the prospect
of captives because it seems to
me it depends hugely on the
quality of Lloyd’s regulation.”

He said he thinks if the under--

writing isn’t checked, then the
captive syndicate could call on
the Central Fund.

Although regulation is good
at the moment, in the future
“the quality of regulation may
decline and there really would
be an explicit hazard for the
names in the market.”

Mr. Bawcutt reiterated that
the captive syndicates would
pay their own losses.

He added that the captive
owners are very conservative
and do not set up captives to
make losses and lose money.
“Captives are highly prof-
itable,” he said.

Builders

Continued from page 2

tractors and their insurers to re-
ceive early notification that they
may be party to a lawsuit, en-
abling them to participate in pre-
trial mediation.

Additionally, the proposal
would increase the pretrial medi-
ation period to 180 days from 90
days.

The bill also would expand the
time frames for builders to con-
duct inspections of property in-
volved in the lawsuit to 45 days
from the current 15.

Subcontractors and other con-
cerned parties camplain they cur-
rently do not receive official no-
tice of potential construction
defect claims until they are served
with a summons and a complaint.

It is believed the early notifica-
tion requirement and additional
time for mediation and inspec-
tions will enhance the possibility
of resolution without extensive
litigation.

The bill also establishes that
‘“‘even after the 180-day ftime
frame is exhausted and a sum-
mons/complaint is served, the
parties (including their insurance
carriers) will participate in an
‘early meeting of counsel’ to dis-
cuss adoption of ADR procedures,
a preliminary discovery plan, an
adoption of a case management
order, trial estimates and a pro-
posed schedule for adding new
parties.”

But while the new law would
require insurers to attend the ear-
ly meeting of counsel, it does not
create an added ‘‘duty to defend”

beyond that already contained in
insurance policies.

This language was added to win
the support of the American In-
surance Assn., according to Juan
Acosta, legislative advocate for
the California Building Industry
Assn.

For the most part, A.B. 594 was
significantly scaled down from
the building industry’s more am-
bitious goal to limit its liability in
defect cases.

Builders had sought to shorten
California’s 10-year statute of
limitations for construction defect
suits and also wanted a legislative
definition of construction defects.
They also sought immunity for
certain expert witnesses and third
parties who conduct inspections
during construction for quality
control purposes.

“But these were what they
called the non-starters’” which
shouldn't even be brought to the
table, recalled George Dale, a
partner with the insurance de-
fense firm of Dale, Braden &
Hincheliffe in Los Angeles and a
task force member.

Most of the objections to the
changes came from the California
Consumer Attorneys Assn., the
state trial lawyer group.

Even though the task force did
not reach a consensus on these
larger issues, builders haven’t giv-
en up the fight.

At least three groups have been
formed by construction industry
interests fo generate grassroots
support for legislative changes.

Mr. Dale himself is an active
member of the recently formed
Construction Defect Defense Ac-
tion Coalition, a group of develop-

ers, contractors, insurers, brokers
and adjusters and defense coun-
sel.

While the group’s initial focus is
in the San Diego County area, it
plans to hold meetings in other
parts of the state.

The CBIA, which represents
more than 5,000 firms engaged in
residential, light commercial and
industrial construction, also is ac-
tively lobbying for changes in
state laws to protect builders.

Earlier this year, the Coalition
for Quality Affordable Housing
filed incorporation papers with
the Secretary of State’s Office.

All three groups support the
changes proposed in A.B. 594 but
view them as only incremental re-
forms.

In the meantime, insurers are
providing some relief to contrac-
tors by developing owner-con-
trolled insurance programs for
residential construction. Before
now, OCIPs—more commonly
known as “wrap-ups’’—have been
used primarily in commercial and
public works construction pro-
jects.

For example, Stewart Smith
West Inc. of Glendale this year
launched a Residential/Commer-
cial Contractor Program that not
only provides coverage to all con-
tractors involved in a project, but
requires risk management con-
trols and offers buyers warranties.
The program is underwritten by
Legion Insurance Co. of Philadel-
phia.

“Their use in residential con-
struction is really new,” Mr. Dale
acknowledged. But “wrap-ups are
the No. 1 solution for builders’ li-
ability.”

General liability,
professional packages,
commercial packages,
personal lines,
transportation,
premium financing,
specialty coverages . . .
some of the fine
products available from
our 38 branch offices
nationwide. Call us for

the office nearest you.
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- The Professional Marketplace

"RATES AND CLOSING TIME:

Rates: Display classified is $163.00 per column inch, minimum of one inch. Straight classified Closing: Published every Monday. Copy must be in typewritter. form by 5:00 Tuesday, 6 day
is $14.00 per line, minimum of 5 lines. Count 34 characters per line (include each space and preceding publishing date. No verbal phone copy accepted. Most major credit cards acceptea
punctuation as a character). Additior.al $22.00 charge for all blind box ads. Only those responses Mail ads to, Cheryl Adeszko, Classified Advertising, 740 N. Rush St., Chicago, IL 60511
which fit into a business size envelope will be forwarded. Responses are forwarded daily. For more information call 312-649-5340, FAX 312-649-7937, or e-mail cadeszko@crain.com

T I PR AT S § R

HELRWANTED] ANTED

INSURANCE CAREER CENTER

UNDERWRITERS/AGENTS NOTICE ICS REINSURANCE PRIVATE LIMITED

positions listed? Call 410-266-3970 for ad
placement or visit our website today.

bl g con At rated Insurance Company seeks The South Louisiana Port Commission RCMA REINSURANCE LIMITED
The Premier Employment Service on the Iafemef, SPE':"":]‘?' :‘i“def"_"" ’;l“’.' sfagents for || will receive sealed proposals for Insurance SCHEMES OF ARRANGEMENT
Employers! over 2,000 insurance professionals rawitind profit-shasing. Coverages: Boiler & Machinery; Business ( “the Schemes”)
S sestevallr ernpluy'men{ ads everyday. Ae your G. McGSEE %&ASSOCIATES Auto; Electronic Data Processing; Employ- (| Notice of Declaration of Interim Dividends
Q Risk Management i el ment Practices Liability, Marine - Hull & | yymee 15 weeay GIVEN that thicd irterin

O Insurance Brokerage
O Safety & Loss Control QO Risk Management
Q Claims Management Consulting
[ Also Ask About Our Temporary Oppartunities! |
15 James Street, Main Level, Florham Park, NJ 07932

Call 201-765-9000 - Fax 201-765-9009
RicHARD MEYERS The Accounl Manager will faciltate and shape Deal structure o ‘acliate process fling, maintain accountability (] | Port Commission, 171 Belle Terre Bivd., | | PJSinger & C J Hughes
for completion of state filing and program design Solutions, as well 25 manitor, Irack and manage regulalory (] | Suite 100, LaPlace, LA 70068, at 2:00 p.m. | | Joint Scheme Adminisiralors

i\ & ASSOCIATES. Lﬂ soinolance g s, and tespon 0 8D gl | on November 25, 1997. No proposal will || 1CS Reinsurance Privale Limieg
: . =) ; ” be accepted thereafter. RMCA Reinsurance Limited
A College degree, CPCU or equivalent experience, minimum 10 years progressive large account undenwriling
CLIENT SERVICE MANAGERS -

Bid Specifications may be obtained at Daled ths 3 day of Seplember 1397
NATIONAL ACCOUNTS

experience in Commercial Lines required. Specific knowlecge in the Casualty lines including Workers ||| a cost of $15.00 on September 10, 1997 at

Compensation and good working knowledge of Property and Marine desired. Five years of management [{ | the above address or call James Nelson at
experience, as well as the ability fo manage others through persuasin. Demonstrated ability and success in (504)652-9278 for further information.

Crawford & Company, the global leader in risk management,

seeks qualified Client Service Managers to support our client

retention and revenue growth goals. Based in major metropolitan

negoliations. Quistanding oral and written communication skills. Excellent organizational and customer service The right is reserved to reject any/or || For a 1997 Classified Rate
skills. Proiciency in use of PC required. all bids and to waive any informalities.
Card call: (312) 649-5340
areas, managers will work closely with national clients. Qualified
candidate has experience delivering client satisfaction in broker-

PRODUCT MANAGER
The Product Manager will manage and maintain lhe Product Portfolio across SRA's Business Unils, be
4 responsible for ensuring NAS' filed products are competitive and current with marketplace needs, and assure
pricing and rating techniques meet filing requirements. Ability to effectively communicale at all levels, across a
broad spectrum of clients a must.
age or TPA environment; extensive knowledge of risk manage- College degree or equivalent experience, plus 5-7 years progressive underwriling experience wilh strang
. et ¢ ¥ product expertise required. Solid knowledge of state filing requlations and procedures required. Effective oral
ment issues, products .and services; finely honed listening, analyt- and written communication skills. Excellent organizational skills. Proficiency in use of personal computers.
icgl and problem solv]ng skltls: traclf record of butldmg Partner— UNDERWRITING MANAGER
ships and growing client relationshigs; proven negotiation and
sales closing skills; and demonstrated creativity to respond to
opportunties with team-based solutions. Undergraduate degree,
ARM or CPCU designation, and 3 years prior experience in
account management or sales required. Send or fax resume with
salary requirements to: G. Cunningham-Sneed, Crawford &

The Underwriting Manager will facifitate all NAS Program aclivities to assure limely, quality and innovative
execution of the review, construction and implementalion of Tréditional Program Business and be responsible
Company, P.O. Box 5047, Atlanta, GA 30302, FAX (404) 847-4584.
No calls or agencies please. EOE M/FIDV

.. Fax: 201-666-2642 Machinery and Protection & Indemnity;

email: gmegee@ix.netcom.com Marine Pollution Liability; Port/Primary

;'laatr’]']:'g ¢ B:;z‘_’eirf}:"brzﬁ:hfiagmf 'P’;f; Dividend cheques in respect of those claims which

o 3 T e 7 TR Workers Compensation-includi y',_ ~ | | have been agreed will be despatched fo Scheme
NAS, a wholly owned subsidiary of Swiss Re America is see<ing lalented and experienced individuals lo h°‘ ers ,0399’;,“’ 1on ':“", C'“g OG- | § (reditors shortly,

assume the following positions in its Manchester, NH office; shoremen's & Harbor Workers' Compensa- | § 1. "uiiendt decaied fo Scheme Crediters

tion. Proposals will be received and o total 70%
ACCOUNT MANAGER publicly opened at the South Louisiana :

dividends of 10 cents in the dollar (US) have been
dectared in he above Schemes.

P&C PRODUCERS
TIRED OF THE BIG BROKERAGE HOUSE SHUFFLE?

Had enough commission cufs and management changes?
Not really sure where you fit with your present employer?

If you are dissafisfied with your current employment and the lack of opportunity
and job security available, this Englewood Clffs, NI firm wonts fo talk to you!

If you are unafraid of hard work, are cn intensely competitive, self starter who
seeks a challenge and wants to be rewarded for your own performance, then we 1ave

for the underwriting, reviewing and auditing of exisling programs.

College degree, CPCU, or equivalent experience desired, minirum 10 years progressive account undervriting
experience in Commercial Lines. Specific knowledge in the Casualty lines including Workers Compensation
and a good warking knowledge of Property and Maring required. Demonstrated ability and suceess in
negoliations. Excellent oral and written communication skills. Excellent organizational and customer service
skills. Proficiency in use of personal compulers.

NAS offers a competitive salary and an excellent benefils package. Qualified candidates should forward a
tesume, including salary requirements to:

North American Specialty Insurance Company 0 qreat career ity for you.
Attn: Human Resources g g e

650 Elm Street - Manchester, NH 03101-2524 If you would like to find out more about this rewarding opportunity please contact

t .I” s’ or E-mail to: Maryse_Charbonneau@nasins.com Walter Christie ot 1-800-856-8232.
. —
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Insurance
Circulation Breakdown
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Fxcellence Endures

; : Tesponsive manner that assures the accep-
life, spouse and child tance of prefitably priced unique and unusual
life, AD&D, dependent business
care and health care * Developing solid working relationships with
spending accounts and our producers (1"}:‘;[*::“1‘;’”_’“”)
L] 1 .

the abili!y to buy or L'ﬂ-muragmg a.n Lalld api.r.ig new. concepls

: based on analysis of compelilive environment
sell vacation. Other s Ensuring prompt and reliable customer service
benefits include 401(k) o Controlling operating expenses
plan, pension plan, * Motivating, guiding and developing a
ESOPF, stock

diverse staff

purchase plan, executive  To be considered a strong candidate, you
bonus plan and more. must have a proven record of improving

productivity and increasing profitability in
For consideration, please a surplus lines environment. Your leadership
send your resume to: fudith  philosophy raust include a commiument to
April Horgan, Assistant communication and a strong appreciation
Vice President, Human that excellent staff are the backbone of
Resources, First State any company’s success. You must also
Management Group, demonstrate a strong and varied surplus
150 Federal Street, lines underwriting foundation.
Boston, MA 02110,

You will find additional information
An Equal Opportunity Employer — gbout First Stete at wwuwifirstateins.com

First State Management Group, Inc.

impediments to the proper development of the
insurance industry, and, where necessary, rec-
ommend programs for reform of regulations and
strengthening of supervision. The Specialist will
also take part in missions dealing with the
reorganization and restructuring of insurance
institutions in client countries. Additionally,
he/she will take the lead in preparing policy and
other papers related to the work of the World
Bank on insurance issues, and coordinate training
programs with the aim of upgrading the
capabilities of colleagues in the insurance field.

* Advanced training (Ph.D. level preferred) in
finance, economics or business. Qualifications
as an actuary would be an added benefit and
may be accepted in place of a formal doctoral
degree.

® A minimum of five years" work experience in
the insurance field, either as a regulator or in
a senior position in a life or nan-life insurance
company.

e Proven written record and contributions to
original thinking in insurance sector policy
issues.

French and/or Spanish will be an advantage.

The World Bank is a leading multilateral
development institution in global economic
development, dedicated to decreasing poverty
and increasing the quality of life in developing
countries. We offer an internationally competitive
compensation package including expatriate
benefits. Women, as well as nationals of
developing countries, are particularly encouraged
to apply. Interested persons should send
their resumes, before September 30th, type-
written in English and quoting the ad code
FSDZ, to:

World Bank,
Recruitment Unit,
1818 H Street, NW.,
Washington, D.C.
20433. Or fax to any
of the following
numbers:

(202) 473-0901;
(202) 477-4744;
(202) 477-1831.

The

World
Bank

S _
s e — Commercial Consumers
insurance subsidiary of REGIONAL V|CE .
e Hurgand Stuayviel PR E s I D E N T , : C‘I‘Et:)“s‘ligrig:::geand Owners 2,200
Services Group. Atlanta Vice P}esidents. Ganem! Managers and

7 g e . - Other Administrative Personnel .......... 5,129
We offer a flexible benefits  We have an executive opportunity for a_ The World Bank is seeking an Insurance * Proven ability to diagnose and propose practical e

kage thal all commercial lines senior manager or director Specialist !based in Washington, D.C.) to assist solutions to complex operational and policy Financial:

package that a s e c(;|-“inum “rgowlh gl the Financial Sector Development Department issues, as well as a demonstrated ability to Chief Financial Officers and Vice Presidents
you to choose benfits 8 ECE L SORS : omfe chsponsibililies in promoting the growth and dezpening of the lead complex negotiations in the insurance L ——— A6
€0 et e Riekily include: ' financial sector in emerging and transitional arena and to contribute to creative discussions vl s, cortinliensdd
(subject to eligibility s economies, with particular emphasis on the with client countries. other Financial Personnel ... 2973
guidelines). Components * Directing the property and casualty under- private insurance industry. The Specialist will * Excellent communications skills in English (both Risk/Employee Benefits:
et sttt desiial wniting efforts of the office in a creative, intellipent, take part in financial sector missions to identify oral and written]; an ability to converse in Vice Presidents, Directors, Managers, and o-her

related department personnel of: insurance, risk,
employee benefils, personnel, compensation,
pension, safety, security, industrial refations
human resources and employee/

labor refations . ... .. SR s 17,043
Substotal. o 30,511
Associations ... ...l 290
Government, Unions and

Educational Institutions . ............... 846
Commercial Consumers

Sub-total .................... 31,747
Insurance Agents and Brokers ,.......... 3588
Insurance Companigs .. ... ........ ....7327
Accountants, Actuaries,

Attorneys & Consuitants ............. 2831

Adjusters, Appraisers, TPA's, Captive Managers

& Health Care Providers .. .............. 1,624
Others Alliedtothe Field ............... 966
Total Qualified ............. 53083
Non-qualified ..,........00..... v
Single Copy Sales ...

TOTAL CIRCULATION ... .. ... 53,108

* Source Business/Occupational
breakdown of qualified circulation,
November 25, 1996  Issue, as
submitted to BPA for December 1996
BPA Publisher’s Statement
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Equal pay ranks first
for women: Report

By DEBORAH
SHALOWITZ COWANS

Like actor Cuba Gooding Jr. in
the movie “Jerry McGuire,”
“Show me the money’ could be
working women'’s slogan, accord-
ing to a new survey.

The most frequently cited re-
sponse to an inquiry about what is
very important to working women
was equal pay for equal work.
Some 94% of working women sur-
veyed this year by the AFL-CIO
said egual pay for equal work is
“yery important,” and another 5%
called the issue “somewhat im-
portant.”

Yet only 62% of the more than
50,000 women surveyed said their
jobs currently offer equal pay for
equal work.

The Washington-based AFL-
CIO plans to launch a new cam-
paign to promote equal pay for
women, according to Gloria John-
son, AFL-CIO vp and chairwoman
of the committee on women work-
ers.

“Equal pay is women'’s top con-
cern, and we will respond with a

grass-roots campaign that makes
women'’s wages the public issue it
deserves to be,” she said. “Each
woman should not have to fight
individually for fair pay. The sys-
tem needs to treat women fairly.”

Women workers’ other top con-
cerns include: having a safe and
healthy workplace, which 93%
of respondents cited as very im-
portant; secure, affordable health
insurance, cited by 87%; paid sick
leave, cited by 82% of women;
pension and retirement benefits,
cited by 79%; and punishment
for sexual harassment, cited by
78%.

Employers excel in providing
safe and healthy workplaces, ac-
cording to the respondents.
Eighty-nine percent of the women
said their jobs provide a safe and
healthy workplace.

However, only 68% of the wom-
en said they receive health insur-
ance, the same amount that said
they receive paid sick leave.

Sixty-five percent of the re-
spondents said they receive pen-
sion and retirement benefits, the
same amount that reported sexual

harassment is punished in their
waorkplace.

The AFL-CIO Working Wom-
en’s Department collected written
survey responses from more than
50,000 women nationwide and
employed the public opinion re-
search firm of Lake, Sosin, Snell,
Perry & Associates to conduct a
scientific telephone survey of 725
women.

Although mainstream benefits
such as health insurance and pen-
sions were cited frequently as
very important to working wom-
en, only one-third of women said
child care is very important, and
only one-quarter said elder care is
very important.

However, working women feel
much more strongly about paid
tamily leave and flexibility. Sev-
enty percent of those surveyed
said paid leave to care for sick
family members is very important,
and 61% said flexible hours or
control over their own hours is
very important.

Only 52% of surveyed women
receive paid family leave, while
61% said that they have flexible
hours or control over their own
hours. '

-

Copies of the report, “Ask a
Working Weoman,” are available
from the AFL-CIO Working Wom-
en’s department, 888-971-9797.

By MEG FLETCHER

WASHINGTON—A new gov-
ernment report analyzing five pri-
vate ergonomics programs found
that simple and flexible programs
could help reduce musculoskeletal
disorders and workers compensa-
tion costs.

However, those programs must
be built on core elements, which
experts had previously identified,
according to researchers with the
U.5. General Accounting Office.

The findings were presented last
month in a 137-page report:
“Worker Protection: Private Sector
Ergonomics Programs Yield Posi-
tive Results.”

The core elements, which are de-
signed to ensure ergonomic haz-
ards are identified and controlled
in order to protect workers are:
management commitment, em-
ployee involvement, identification
of problem jobs, development of

and education for employees, and
appropriate medical management.

“However, the facilities often
customized the elements to adapt
to their own often unigue site-spe-
cific conditions,” according to the
report.

For example, ensuring a proper
ergonomic environment is the re-
sponsibility of the on-site occupa-
tional health clinic nurse at the Sis-
ters of Charity Health System in
Lewiston, Maine. She must ap-
prove any new construction to en-
sure the new work areas are de-
signed with ergonomic considera-
tions.

Meanwhile, an ergonomist at the
American Express Financial Advi-
sors Inc. facility in Minneapolis
works with several departments
involved with procurement to es-
tablish standards for buying er-
gonomically appropriate furniture
and equipment.

The other employer programs
studied were: AMP Inc. in Tower
City, Pa,; Navistar International

solutions for problem jobs, training

Core components crucial
in ergonomics programs

Transportation Corp. in Spring-
field, Ohio; and Texas Instruments
Inc. in Lewisville, Texas.

The five companies included in
the study also benefited from a
drop in workers compensation
costs. They achieved from about
35% to 91% declines in workers
comp costs for musculoskeletal dis-
orders as a result of the programs.
Texas Instruments had the largest
drop, from $2.6 million in 1991 to
$224.000.

However, researchers acknowl-
edged the small sample size means
that their findings are limited and
cannot be generalized to the entire
employer community, according to
the report.

In analyzing the companies, “we
also found that the processes for
identifying and developing con-
trols for problem jobs, and often
the controls themselves, were sim-
ple and informal, generally requir-
ing a lower level of effort than that
called in the OSHA draft standard
or described in the literature,” re-
searchers said in the report.

For example, problem jobs were
often identified—at least initially—
based on a report of a muscu-
loskeletal disorder, employee dis-
comfort or a request for assistance.

Greg Watchman, acting assistant
director of the Department of La-
bor, commented on this point in a
letter contained in an appendix:
When it comes to identifying prob-
lem jobs, “many other firms have
adopted a more proactive ap-
proach that includes a hazard or
job analysis to identify problem
jobs where no injury orillness has
yet oceurred. While the study de-
scribes the potential benefits of
some incident-based approaches, it
is unfortunate that it cannot be
used to draw any conclusions
about the relative advantages of
more proactive approaches,” he
said.

In addition, the GAO’s re-
searchers suggested the federal Oc-
cupational Safety and Health Ad-

committees, according to Lori

ministration allow employers some
flexibility in reaching ergonomic
standards.

Earlier this year, legislators over-
seeing OSHA'’s budget gave the
federal agency limited authority to
develop an ergonomics proposal
but not to propose or issue a final
mandatory standard (BI, July 28).

That marked a modification of
the ban on OSHA developing stan-
dards, which stemmed from con-
troversy over OSHA's 1995 contro-
versial draft standards.

Specifically, GAO researchers
said: “Our findings suggest that as
OSHA proceeds with its efforfs to
protect workers from ergonomic
hazards, it may be useful for it to
consider an approach that sets a
framework for a worksite er-
gonomics program while providing
employers the flexibility to imple-
ment site-specific efforts and the
discretion to determine the appro-
priate level of effort to make, as
long as the efforts effectively ad-
dress hazards.”

Former Sen. Paul Simon, D-I1.,
originally requested the report he-
fore he retived last year. Two other
members of Congress succeeded
him in requesting it, Sen. Edward
M. Kennedy, D-Mass., and Rep.
Major R. Owens, D-N.Y. Both
Democrats are the ranking minori-
ty members on worker-related
committees in their respective
chambers.

It is unlikely that committee
hearings will be held on the report,
because each of the those request-
ing such hearings are members of
the minority on their respective

Rectanus, project manager on the
GAO report.
L ]

Free copies of the report on pri-
vate sector ergonomics programs
are available from the U.S. General
Accounting Office at 202-512-6000
or P.O. Box 37050 in Washington,
D.C. 20013. The report number is
GAQO/HEHS-97-163.

HCOs

Continued from page 1

1993 reforms that called for the
creation of HCOs, among other
measures,

But the HCOs and their support-
ers still hope to woo self-insurers
by advertising the organizations’
advantages.

“Big, self-insured employers
have not come out because we
haven’t tried to sell to them,"” said
Bruce Carlin, chief executive offi-
cer of MetraComp, a Long Beach,
Calif., HCO and a unit of United
HealthCare Corp. “We tried to set
up our distribution channels
through insurers. Now that thaose
channels are close to being set up,
we will start going after the large
self-insured market.” |

Employers that use HCOs can ex-
tend the number of days they direct
an employee’s medical care, and if
a claim goes to court, plaintiffs’
doctors cannot rebut the testimony
of an HCO doctor. Those advan-
tages discourage attorneys from
representing some claimants, pro-
ponents argue.

Disability insurers, health main-
tenance organizations and other
medical groups can apply to be-
come certified HCOs, though that
certification is not required to treat
work-related injuries. However,
HCOs must provide case manage-
ment and return-to-work services
to employers.

Nationwide, 21 states have certi-
fication programs for “managed
care organizations,” or MCOs—
similar to HCOs in California—that
treat work-related injuries, accord-
ing to information published by the
Workers Compensation Research
Institute in Cambridge, Mass.

MCOs have reduced the medical
cost component of workers claims,
said Rebecca Bruce, president and
CEO of Aon Management Institute
in Glastonbury, Conn. “But I think
the jury is still out on whether they
have brought employees back to
work sooner.”

Consequently, the nation’s MCOs
now are focusing more on results,
such as reducing the number of
days employees are away from
work, she said. So far, however,
employers largely have chosen oth-
er expense-reduction measures,
such as monitoring their claims
handlers.

But Ms. Bruce sees a future for
MCOs if they can help national and
international employers with mul-
tiple locations consolidate their
workers compensation programs.

In California, HCOs can reduce
losses by allowing employers that
use them fo extend control over
employee mediecal care beyond the
30 days normally allowed, said Stu-
art Baron, president of Workers
Comp Claims Control, a Long
Beach, Calif., consulting company
that advocates the use of HCOs.

Under California law, an em-
ployee can designate a physician in
advance, but if they do not, an HCO
can direct care for 90, 180 or 365
days, depending on certain criteria.

Most HCOs offer 180 days of em-
ployer direction, which requires
that employers pay more than 50%
of an employee’s health care premi-
um and offer a choice of two HCOs.
To direct medical treatment for 365
days, an employee’s primary care
provider must be a member of the
HCO the employee selects,

But, most primary care doctors
are not experienced in treating
work-related injuries, so HCOs
have not been offering employers
the opportunity to direct care for
365 days.

Although the state does not have
cost savings estimates yet, Ana-
heim, Calif -based PacifiCare HCO

nredicte emnlovere fhat 11ee j+e epro

vices will see reductions of 30% to
40% in workers comp medical
costs, said Mary Jane DeMille,
manager for PacifiCare HCO. Paci-
fiCare HCO's clients are fully in-
sured companies.

Self-insured employers did not
see a savings potential when legis-
lation created HCOs, and it remains
to be seen whether those employers
will benefit from recent changes,
such as moving HCO oversight un-
der the workers comp division, said
Joseph Markey, director of the Cal-
ifornia Self Insurers Assn. in
Sacramento.

Savvy self-insured employers al-

L B
‘Big, self-insured
employers have not
come out because we
haven't tried to sell to
them,’ says Bruce Carlin.
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ready use preferred provider orga-
nizations specializing in workers
compensation, Mr. Markey said,
However, self-insurers could bene-
fit if competition from HCOs gives
them more options and forces down
PPO costs.

“As T look at what can we do
from a standpoint of managing our
medical (expenses) better, truly it
has not eccurred to me to go out
and solicit an HCO," said Theresa
Muir, division manager of workers
comp in Rosemead, Calif., for
Southern California Edison, a util-
ity company with 13,500 employ-
ees. “I do not think that having
more medical control is necessarily
going to help us.”

Edison and other self-insured
companies worry that in California,
the average cost per claim has not
declined since the reforms of 1993,
Ms. Muir said. Aggregate costs have
been reduced because employers
have tackled claim frequency.

But, reducing the average cost
per claim will require disability
management and intensive medical
treatment applied early, Ms. Muir
said. If HCOs follow health mainte-
nance organizations and ration
care, then desired results may not
be possible, she added.

Edison uses a PPO whose doctors
follow specific treatment protocols.
Edison also is looking into onsite
medical management. “I think that
has more of chance of working in
the work comp environment than
HCOs,” Ms. Muir said.

But PacifiCare’s Ms. DeMille and
other HCO proponents say they do
not ration care, and they subscribe
to the philosophy that early appli-
cation of intensive care is neces-
sary. Ms. DeMille likens the posi-
tion of HCOs today to that of
HMOs back in the 1970s and says
their time is here.

But the backlash against HMOs
also could hinder employee appre-
ciation for HCOs if their introduc-
tion is not handled properly, Aon'’s
Ms. Bruce said. While employers
have practiced managed care in
workers compensation for years by
directing care to selected doctors,
the HCO labeling may draw on
negative associations with HMOs.

“You're really introducing a per-
ception that it may be something
more for an employer than it is for
an employee,” she said.

But HCOs will be the way of the
future, in part because they can
play a role in helping employers
and employees understand the ben-
efits of applying managed care
techniques to work-related in-
juries, said a spokesman for Fire-
man’s Fund Insurance Co. The No-
vato, Calif.-based insurer recently
began using MetraComp’s HC
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Continued from page 1

timetable for reaching a decision on
whether the MTA will indeed form a
captive, Ms. Gregory said. She added
that it’s still too early in the study pro-
cess to discuss what sort of coverages
the MTA might place in the captive.

“We hope it would be domiciled
in New York,” she said. “We are
working with the state insurance de-
partment on creating what is possibly
going to be the first captive in New
York.”

The MTA is largely self-insured,
though it does have “some first-dollar
coverage that we buy,” she said.

In addition to allowing companies
with gross annual revenues or net
worth greater than $100 million, or
groups of companies whose aggregate
revenues or budgets exceed $100 mil-
lion, to form captives in the state, New
York’s new captive law also allows

non-profits or public authorities with
annual budgets of more than $100
million to form captives there.

The law allows captives to insure
their parents or affiliates for most
property/casualty risks, but bars them
from writing life or health insurance
and requires the use of fronting insur-
ers in writing workers compensation
or motor vehicle coverages.

Mr. Serio said since the captive
law's passage, regulators “have had a
number of calls of interest.”

New York officials traveled to Ver-
mont in August to attend the Vermont
Captive Insurance Assn.'s annual
meeting, “and the feedback we got
from the Vermont meeting is that peo-
ple are waiting to see if we're for real,”
Mr. Serio said. “T'd like to tell you we
are very much for real.” New York is
“on track with where we want to be”
in terms of getting its captive domicile
up and running, the regulator said.

That includes the promulgation of
regulations that “will look very much

like Vermont’s regs, so we won’t be
getting into the old style New York
regulation-type of scenario,” he said.

He promised New Yark's captive
regulations “will be brief and tight.”

“We will get a captive up and run-
ning in short order,” Mr. Serio said.

While New York’s law “really is fo-
cusing on our Fortune 500 companies
headquartered here in New York who
have captives offshore,” he said the
state isn't “limiting our scope.”

And acknowledging that the law
does allow large public authorities to
form captives there, Mr. Serio said, “I
think everybody’s going to look very
carefully at the MTA experience. And
the MTA has been very cooperative.”

While captive formation by public
transit agencies is uncharted territory
in the United States, it's not without
precedent overseas. In 1995, London
Transport, operator of the London
subway system, formed a captive in
Guernsey to write employee and pub-
lic liability risks.

On October 30, 1997 in New York City,

there will be a conference
you can't afford to miss.

Can your firm survive a...|

Madmd
Quake?

Hear First-hand from Leading Experts... |

If you have exposure in the New Madrid |
Seismic Zone—Memphis, St. Louis, Nashville, §
Birmingham, Louisville, Little Rock—or any
other earthquake prone area...you'll want to
attend this important conference.

Hear leaders in the field speak about:

* Farthquake analysis

* Loss mitigation

* Structural engineering
* Risk management

» [nsurance and reinsurance solutions
Experts concur, the loss potential

is great...up to $70 Billion!

Don't delay! Call to register for the
New Madrid Quake Conference...

(800) 486-2759

Sponsored by Guy Carpenter & Company, Ine.,
J&H Marsh &McLennan, Inc., EQECAT, Inc.,

Zurich Reinsurance Centre, Inc.
and Business Insurance

Online directory
of health care data

NEWPORT BEACH, Calif —An
online directory of health care in-
formation will soon be made avail-
able by the Center for Healthcare
Information.

The resource guide, based on a
5,000-page printed version, will of-
fer free access to users for at least
the coming year. It will contain in-
formation on 40 categories of
health care services, including
home health agencies, pharmaceu-
tical and medical product manu-
facturers, rehabilitation, subacute
and long-term care facilities, can-
cer care and other specialized dis-
ease treatment centers, psychiatric
care and self-help associations.

Treatment tracking

PHILADELPHIA—A new on-
line disease management program
for asthmatics linking doctors to
pharmacists and case managers
has been introduced by the Uni-
versity of Pennsylvania Health
System and PharmaCare Inc.

The UPHS Asthma Manage-
ment Program aims to ensure pa-
tient compliance with treatment
goals by tracking compliance. It
tracks 30,000 out of 350,000 pa-
tients treated by 300 doctors in
eastern Pennsylvania and southern
New Jersey.

The program is designed to re-

Products & Services

The information can be accessed
on the Internet at www.cmrg.com.
The World Wide Web site will be
fully functional after Sept. 30.

The listings will provide corpo-
rate and branch locations, and
many will provide details such as
services, staffing, ownership and
affiliations. For information, con-
tact Dr. Kevin O'Grady, 800-627-
2244, ext. 112. J

Exhibits insurance

PHILADELPHIA—An insur-
ance program for exhibit designers
and producers is available from
General Accident Insurance.

The program is intended to offer
designers a wide range of property
and liability coverages, increased
limits and optional endorsements.

The coverage features $50,000
per occurrence for the care, cus-
tody and control of the exhibits of
others while stored at the insured’s
location. Increased limits are avail-
able. The program has a $10,000
limit for the care, custody and con-
trol coverage for property of others
(excluding exhibits) while stored at
insured’s location; and errors and
omissions coverage with limits of
$500,000 or $1 million available.

Property coverage and general
liability extension endorsements
also are available. For information,
call Anne Cassidy, director of na-
tional programs, 215-625-1000.

Health programs

SCOTTSDALE, Ariz—Disease
prevention and management pro-
grams in women’s health, seniors’
health and schizophrenia are now
available to customers of PCS
Health Systems Inc.

The women's health program is
intended for generally healthy
women, age 45 to 64, and is based
on a four-page questionnaire that
can be used to design custom-
made drug regimens for women.
The senior program, for those
members 64 and above, provides
educational materials to members
over the course of a year.

The new schizophrenia program
supplies awareness materials to
physicians and case managers for
distribution to patients and fami-
lies.

PCS previously has designed
disease management programs for
asthma, chronic obstructive pul-
monary disease, diabetes, depres-
sion, heart failure, high cholesterol
and hypertension.

For information on the program,
call PCS spokeswoman Bettylu
Smith, 602-661-3694.

duce behavior that undermines
successful treatment, such as drug
misuse, duplicate therapies, exces-
sive dosing and inappropriate drug
interactions.

PharmaCare, a prescription ben-
efit management firm, developed
the computer technology for the
new program.

For more information, call Gary
Shramek, manager of clinical
pharmacy programs, 800-237-
6184, ext. 7974.

QDRO information

BROOKFIELD, Wis.—A guide
to qualified domestic relations or-
ders is available from the Interna-
tional Foundation of Employee
Benefit Plans.

A QDRO is a court order intend-
ed to fairly split benefits during di-
vorces. “QDROs: A Guide for Plan
Administrators, second edition” is
a 128-page guide with definitions
and backgrounds for different
types of QDROs and guidelines to
help plan administrators deal with
the orders. Legal orders for
QDROs, checklists, worksheets
and form letters are supplied.

The book costs $37, or $30 for
IFEBP members, plus shipping
and handling.

The author, who also wrote the
first edition, is Julie L. Bloss, attor-
ney for the Annuity Board of the
Southern Baptist Convention in
Dallas.

For more information, contact
IFEBP, 414-786-6710, ext. 8240.

Plan evaluation

NEW YORK—A new evaluation
program that uses software to
judge the value of managed care
programs has been introduced by
The Segal Co.

The program, called Q-VAL,
takes detailed information that Se-
gal collects from a managed care
organization and analyzes the
management and monitoring of
patient needs.

It grades the organization in 25
quality categories, including ac-
creditation, diagnostic lab services,
disease management, emergency
services, member services, mental
health services, provider access,
teaching and research and well-
nNess programs.

The program can be used to rate
a plan sponsor’s current plan, as a
tool for comparison in bidding pro-
cesses, Or as a way to empower em-
ployers in their plan selection.

For more information, call Nan-
cy Hakes, Q-VAL project team
leader, 602-381-4025.
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HMOs

Continued from page 2
make that membership prof-
itable.”

The HMO industry is two quar-
ters into a recovery cycle, which
typically takes four to six quar-
ters to mature, said Mark
Jamilkowski, an HMO analyst
with Conning & Co. in Hartford,
Conn. “Results are going to con-
tinue to get better,” he said.
“We’'ve only begun to see the im-
provement.”

Gary Frazier, managing direc-
tor at Bear Stearns & Co. in New
York, characterized first-half re-
sults as “mixed.” Some of the
publicly-traded HMOs are “‘cer-
tainly showing signs of better
pricing,” with “some pockets of
better medical cost management,”
Mr. Frazier said.

While medical cost trends are in
the 3% to 5% range, ‘“‘premium
pricing is actually going up as
well,” he said. “It could be that
we’re getting the building blocks
in place to actually outpace medi-
cal cost inflation for the first time
in about three years, and maybe in
'98 that could happen.”

However, Mr. Frazier noted,
“There are still some pretty sig-
nificant issues the industry con-
tinues to wrestle with,” including
pharmacy costs.

One HMO executive said the in-
dustry’s continued profitability
will depend on pricing strategy.

“We are seeing rates pick up,
and as rates increase in the mar-
ketplace, clearly profitability will
improve,” observed Bob Smoler,
New York-based chief executive
officer of Oxford Health Plans
(New York), part of Nerwalk,
Conn.-based Oxford Health Plans
Inc.

However, Mr. Smoler said, “If
they change their focus and start
penetration pricing again,” pric-
ing products to increase market
share, “that’s when you end up
seeing profitability erode,” said
Mr. Smoler, adding Oxford has al-
ways priced its products appro-
priately.

Among the first-half 1997 re-
sults:

e Aetna Inc. reported operating
earnings from continuing opera-
tions, excluding unusual items, of
$392.6 million for the first six
months of the year, up 35.2% over
last year’s first half. Last year’s
second-quarter results exclude
U.S. Healthcare, which merged
with Aetna in July.

* Oxford Health Plans reported
a 74.5% increase in net income for

the first half to $71.6 million.

e Santa Ana, Calif.-based Paci-
fiCare Health Systems Inc., which
completed its acquisition of FHP
International earlier this year, re-
ported $61.5 million in first-half
net income, up 52.2% from the
comparable period in 1996, which
included certain pretax charges.

However, the company reported
second-quarter net income of $18

tion with a Medicaid managed
care program in Pennsylvania.

Observers appear to be cau-
tiously optimistic.

Greg Baird, senior vp of group
sales for Woodland Hills, Calif .-
based Blue Cross of California, a
subsidiary of WellPoint Health
Networks Inc., said after two
years of flat or even declining
rates, “‘we’re now getting into low

., |
‘The HMO industry is a short-tail business,
so when companies have mispricing
issues, it takes over a year to recover,’
says Duff & Phelps’ Douglas L. Meyer.

million vs. $36 million for 1996,
excluding the pretax charges. It
attributed the lower-than-expect-
ed results primarily to substan-
tially higher health care costs in
the commercial and Medicare
lines of business in a number of
markets, mainly those in the FHP
transaction.

s Woodland Hills, Calif.-based
WellPoint Health Networks Inc,
reported $108.7 million in net in-
come, excluding non-recurring
costs, down 1.1% from 1996’s
first-half.

» Woodland Hills, Calif -based
Foundation Health Systems Inc.,
which was created with the April,
1997 merger of Foundation Health
Corp. and Health Systems Inter-
national, reported a $141.6 mil-
lion loss vs. a $128.8 million prof-
it for the comparable period a
year ago. Second-quarter results
reflected $262.9 million in after-
tax merger, restructuring and oth-
er one-time charges.

» Louisville, Ky.-based Humana
Inc, reported net income before
special charges of $81 million,
down 8% from 1996’s first half
before special charges. However,
its second-quarter net income in-
creased 20%, to $42 million before
the special charges.

Humana completed its acquisi-
tion of Miami-based Physicians
Corp. of America last week. Its ac-
quisition of Cincinnati-based
ChoiceCare Corp. is expected to
be completed early in the fourth
quarter.

* Los Angeles-based Maxicare
Inc. reported a net loss of $5.6
million vs. $6.3 million in net in-
come for the comparable period a
year ago. This reflects, however, a
$16 million litigation charge post-
ed in the first quarter in connec-

single-digit increases.”

While this has meant no appre-
ciable difference in terms of in-
creased profitability for HMOs, it
has allowed the companies to
maintain their profizability, said
Mr. Baird.

Future profitability “depends
on a whole lot of things,” said Mr.
Baird. One is government cost
shifting. Many HMOs get a signif-
icant portion of their revenues
from Medicare, and if the govern-
ment “starts tweaking,” it could
have a big impact on these compa-
nies, he said. Mr. Baird said an-
other factor in HMO profitability
could be increased state mandat-
ed benefits, such as minimum ma-
ternity stays, which increase HMO
costs.

S&P’s Mr. Kumar said the ex-
pected adoption by the National
Assn. of Insurance Commissioners
of risk-based capital guidelines
for health organizations, includ-
ing HMOs, could impact HMOs in
1998 as well.

NAIC regulaters are currently
testing the formula, which was
approved by the Executive Com-
mittee in June (BI, June 16). The
full NAIC membership is expect-
ed to formally adopt the risk-
based capital guidelines at its De-
cember meeting.

The proposal calls for the guide-
lines to be added to health organi-
zations’ 1998 annual statement
form, which they report in the
spring of 1999. “Now in most
states you can run an HMO with
$2 million or $3 million” of capi-
tal on the balance sheet. The in-
creased capital the guidelines call
for, though, will “malke companies
think twice about getting into
price wars, to an extent, because
no longer do they have the luxury

of deploying the underwriting
unit’'s capital to gain market
share,” said Mr. Kumar.

But analysts say they are gener-
ally optimistic about results for
the remainder of this year and
1998 as well.

“Things are getting better,” said
Mary O’Connell, an HMO analyst
with Louis Nicaud & Associates
in San Francisco. “The industry’s
been hurting the last two years”
because of the poor price environ-
ment, but there is evidence that
July pricing was as good or better
than January pricing and ‘“‘next
year locks good,” said Ms. O’Con-
nell.

“I think business is getting bet-
ter at a slow rate,” said Michael
LeConey, an HMO analyst at Na-
tional Securities Inc. in New
York. Prices may have been up
“very slightly” this year, while
next year they “may be a good
deal better.” So “I think we've
had a lot of optimism about a
turnaround in the industry.”

The good performance of some
of the stocks ‘“tells you that in-
vestors are expecting some very
good trends, and I think they've
gotten a little bit ahead of them-
selves in terms of their enthusi-
asm, but they’re on the right
track. This business is getting bet-
ter,” said Mr. LeConey.

“The HMO industry tends to be
fairly predictable once the first
half of the year is done in that
there are usually not many sur-
prises,” said Rob Mains, an Al-
bany, N.¥.-based HMO analyst
with Advest Inc.

There is a ‘fairly stable outlook”
for the remainder of the year,
added Mr, Mains, and “from what
I'm hearing, commercial pricing
for next year should be fairly
strong as well, similar to what we
saw in 97, so I think the outlook
for that side of the business re-
mains good,’’ said Mr. Mains.

Douglas L. Meyer, an analyst
with Duff & Phelps Credit Rating
Co. in Chicago, said “The HMO
industry is, generally speaking, a
relatively volatile industry. It’s
short-tail business, so when com-
panies have mispricing issues, it
takes over a year to recover from
those mispricing issues.”

“The general theme we see in
‘97 is companies that are in the
process of catching up in terms of
pricing inadequacy that hurt re-
sultsin 1996,” said Mr. Meyer.

“What happened in '96 was a
combination of actual medical
trends exceeding pricing. A lot of
that can be attributed to prescrip-
tion drug costs, which really took
off in 1996, and just a general

competitive environment in 1996
with an emphasis on increasing
membership,” he said.

In 1997, said Mr. Meyer, “We're
seeing companies attempt to re-
cover from that by putting more
emphasis on the bottom line and
trying to make price increases
stick,” with some success.

But unlike some other ob-
servers, Mr. Meyer was reluctant
to predict 1998 would be a good
year. “In this business a lot of the
results are driven by the pricing
behavior of the competitors, and 1
think generally speaking the pric-
ing cycles in the industry are
starting to shorten up a little bit,”
he said.

Meanwhile, most observers ex-
pect merger and acquisition activ-
ity to continue. ‘I see no reason
why that should subside,” said
Conning’s Mr. Jamilkowski.

“The cost structure in this busi-
r.ess creates the opportunity (to
benefit from sconomies of scale)
and that’s becoming more impor-
tant in today’s environment than
it was 10 years ago, or even five
years ago,” said Duif & Phelps’
Mr. Meyer, “Historically, the big-
ger you get, the more cost-effi-
cient you become. .. What’s be-
coming increasingly more impor-
tant is the influence of size on the
ability of companies to manage
the cost component, which is their
medical claims cost,” said Mr.
Meyer. “That’s one of the com-
pelling factors driving this consol-
idation.”

“I don't think that’s going to
slow down,” Blue Cross of Cali-
fornia’s Mr. Baird said of the ac-
quisition activity. “I think there’s
still enormous interest in acquisi-
tion and mergers, and I believe
it'll continue among HMOs” as
well as brokers and other sectors
in the health care industry, al-
though there could be a short-
term slowdown for hospitals.

“I think it’s still going to keep
going,” said Best’s Mr. Shaw. “I
don’t think it’s going to slow
down at this point. People are ei-
ther going to be looking for mar-
ket share through acquisitions or
through joint ventures, he said.

However, S&P’s Mr. Kumar
said, “We think it’s going to mod-
erate a little bit.”” During the first
six months of the year there was a
“pretty hectic pace in the man-
aged care field, and we see that
kind of slowing down.”

Those involved in the acquisi-
tions are “trying to integrate the
acquisitions, and the integration
process in many cases is taking a
little longer than anyone
planned,” said Mr. Kumar. EN

By JUDY GREENWALD

Health maintenance organiza-
tion stocks have trailed the over-
all stock market somewhat this
year, but this could change as
rate increases bolster these com-
panies’ results.

According to the Business In-
surance Industry Stock Report, as
of Sept. 5, the stocks of seven
publicly traded HMOs advanced
19.41% year-to-date. This com-
pares to a 25.42% improvement
in the Standard & Poor’s 500 in-
dex for the same period.

“I would have thought the
group would have done better
than it has,"” because of their im-
proved pricing environment, said
Mary O°Connell, an analyst with
Louis Nicaud & Associates in San
Francisco.

However, the situation could

improve. Wall Street appears now
to be “focusing on ’98 perfor-
mance and realizing, in fact, there
might be some opportunity for
margin expansion” and for pre-
miums to outpace medical costs,

TAKING

STOCK

said Gary Frazier, managing di-
rector with Bear Stearns in New
York. There may be a “mini-ral-
ly” in the fall or winter, he said.
However, Michael LeConey, an
analyst with National Securities
in New York, said while certain
stocks, including Aetna Inc. and

WellPoint Health Networks Inc.,
“have all done extremely well this
year in the stock market,” he ex-
pects them now to “slow down a
bit until the business itself gets a
whole lot better, and that’ll take
another six to nine months. I
think, if anything, they're a little
ahead of themselves right now,”
said Mr. LeConey, whose recom-
mendations include WellPoint
and Coventry Corp.

“I think the HMO stocks aren’t
going to be afforded the same
kind of high price/earnings ratios
they were three, four years ago,”
said Rob Mains, an HMO analyst
with Advest Inc. in Albany, N.Y.

He added, however, that com-
panies still will be able to grow
their earnings nicely and contin-
ue to command good price/earn-
ings ratios “‘and a good return for
investors,” said Mr. Mains, whose

Rate increases could pump life into HMO stocks

recommendations include United
HealthCare Corp.

On a long-term basis, “the
franchise players really represent
the best buying opportunities in

R |
‘Franchise players really
represent the best
buying opportunities in
this market,’ says Mark
Jamilkowski.

I 00

this market,” said Mark
Jamilkowski, an HMO analyst
with Conning & Co. in Hartford,
Conn., pointing to United Health-
Care, Aetna and Oxford Health
Plans Inc.

“They have the pricing power,

they have number growth, and
they are demonstrating the abili-
ty to get the price increases nec-
essary to improve margins and to
recover from the pricing cycle
that was initiated in 95, ’96,” he
said.

“Unfortunately, the market
continues to treat the HMO
stocks with a broad brush, treat-
ing each individual company as if
it acted in a herd, and that is not
always the case,” added Mr.
Jamilkowski.

“The issues that have faced the
majority of the companies over
the past six months have been
more company specific than not,”
Mr. Jamilkowski said. However,
‘‘some company stocks have un-
derperformed simply as a result
of being in the group, but not nec-
essarily as a result of any mis-
management.”
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Tobacco

Continued from page 1

The Agriculture Committee’s
major interest in the proposal re-
volves around its impact on tobac-
co farmers. But last Thursday’s
hearing—the sixth to be held by a
Senate committee since the pro-
posal was announced June 20—
dealt with the deal as a whole.
Within minutes of the hearing’s
peginning, it became evident that
senators—some of whom are trou-
bled by the proposal’s limits on to-
bacco company liability—are in no
nurry to approve the measure.

“I have doubts about the settle-
ment as a whole. It may suffer
from an overly regulatory, bureau-
cratic approach when something
simpler would work better. I will
ask our witnesses whether a large
ncrease in the federal excise tax
on  cigarettes—perhaps $2 a
pack—might be more effective in
deterring young people from
smoking,” said the committee’s
chairman, Sen. Richard Lugar, R-
Ind.

The panel’s ranking Democra?,
Sen. Tom Harkin, D-Iowa, was
harsher in his criticism.

‘A settlement on the right terms
rould do even more toward pre-
venting underage tobacco use, be-
sides addressing a number of oth-
er tobacco-caused problems. I per-
sonally would support a good
agreement-—one that protects pub-
lic health by reducing smoking,
adequately compensates for the
harm caused by tobacco and pre-
tects the interests of taxpayers. So
[ have not given up on the idea,
but the deal we have before us
plainly is not going to fly in its
current form. Right now, I would
say it is headed for a crash land-
ing."”

“I see no reason to rush to judg-
ment,” said Sen. Harkin. “If it's a
sood deal this fall, it’ll be a good
deal next spring,” he said.

But J. Phil Carlton, a former
North Carolina Supreme Court as-
sociate justice who served as one
of the tobacco industry’s negotia-
fors in the talks that led to the pro-
posal, warned that the deal would
not survive additional changes.

“We urge you—we implore
you—to accept the settlement as it

is. The companies have determined
they are as far as they can go,” he
said after the senators spoke.

Sen. Max Baucus, D-Mont.,
however, echoed Sen. Harkin's
sentiment.

“I hope that during this next
year—because this settlement will
not be accepted this year—we’ll
consider” more how this affects
children, he said.

From the other side of the polit-
ical spectrum, Sen. Jesse Helms,
R-N.C., predicted that “if and
when codified, it will deeply affect
the legal, public health and busi-
ness communities.”

“It's a certainty that a precedent
is being set for other irdustries”
that manufacture legal products,
said Sen. Helms. He predicted that
makers of alcoholic beverages
would be the next target.

Sen. Helms also used the propos-
al to take a swipe at the plaintiffs
attorneys who helped hammer out
the deal.

“We all ought to be aware of the
tremendous amount of money go-
ing to the lawyers,” he said. He
called the public health aspects of
the proposal simply a “recycled
version of the national health fias-
co,” as he termed President Clin-
ton’s failed health reform plan.

“I cannot and will nct support
this settlement” or any portion of
it that does not adequately protect
the interests of tobacco farmers,
said Sen. Helms.

Although he did not testify be-
fore the committee, Mississippi
Attorney General Mike Moore, the
principal architect of the proposal,
used the opportunity posed by a
committee break to hold yet an-
other impromptu news conference
to assess the situation.

He noted that the Senate voted
95-t0-3 to rescind a $50 billion set-
tlement-related tax credit for to-
bacco companies last week. The
credit would have allowed tobacco
companies to reduce their liability
under the proposed settlement by
having revenues raised from a new
tobacco tax “credited against the
total payments made by parties
pursuant to federal legislation im-
plementing the tobacco settlement
agreement of June 20.”

Saying he felt ‘“more encour-
aged” by the tax move than he had
before, Mr. Moore said the “tobac-

co industry better listen to what
they've been hearing from
Congress.” He called upon the to-
bacco companies to “quit whin-
ing” and pay what is required to
get a settlement.

He added that he now expects
the White House to weigh in on the
deal this week . He said the White
House has at least two major con-
cerns that must be met before the
president will endorse a settle-
ment: more money from the tobac-
co industry and fuller disclosure of
internal tobacco industry docu-
ments. A concern over granting the
Food and Drug Administration
more regulatory power over tobac-
co already has been met, he said.

Mr. Moore said he remains opti-
mistic the settlement will be ap-
proved.

“It’s getting a lot of action for a
bill that hasn't beer introduced
yet,” he said.

In other tobacco-related devel-
opments last week:

¢ U.S. District Court Judge
James Trimble Jr. ruled that the
Louisiana attorney general’s suit
against tobacco companies and
their insurers will remain in the
U.S. District Court Zor the Western
District of Louisiana rather than
be moved to state court. The judge
based his decision on the absolute
right of parties to an international
commercial agreement containing
an arbitration clause to have their
cases heard by federal, rather than
state courts.” This is an extremely
favorable development for the in-
surance industry,” said Mitchell
Lathrop, an attorney with the New
York office of San Diego-based
Luce, Forward, Hamilton &
Scripps L.L.P. who represents one
of the insurers, Bermuda-based
ACE Ltd.

e Another federal district judge
dismissed a crucial part of the
state of Texas’ suit against tobac-
co companies when he ruled the
state could not bring antitrust
claims against tobacco companies.
Judge David Folsom of the U.S.
District Court for the Eastern Dis-
trict of Texas also ruled that inter-
nal tobacco industry documents
used in Florida’s suit against to-
bacco companies were privileged
and could not be introduced in the
Texas action, which is expected to
go to trial later this month.  [EIR

Claims

Continued from page 2

“We would have to have our
neads in the sand if we don't think
they will not accelerate dead-
lines,” Mr. Grossman said.

Depending on the scope of what
it eventually proposes, the
changes might have to be imple-
mented through legislation rather
than just regulations.

Under those 1977 regulations,
health care plans have 90 days to
respond to employees’ health care
claims by paying it, denying it or
seeking more information from
the employee.

If a claim is denied, employees
have 60 days from the time of the
denial to request a review. A deci-
sion on the review generally must
be made in 60 days.

But the Labor Department
notes that since these deadlines
were set, significant technological
advances have been made that fa-
cilitate more rapid communica-
tions and decision-making by
plan sponsors and employees.

In view of the speeding of com-
munications, ‘‘the department'’s
regulation may no longer reflect
current plan practices with re-
spect to these aspects of filing ard
reviewing claims,” the agency
said.

The department also notes that
its current regulations were issued
before managed care became the
predominant way health care ben-
efits were delivered.

“Fair and expeditious resolu-
tion” of benefits disputes has be-
come an increasingly important
issue as managed care has ex-
panded, and those problems sug-
gest the department should con-
sider whether its stancards pro-
tect the interest of participants
seeking benefits.

The department’s request for in-
formation is presented in a ques-
tion-and-answer format. Ques-
tions the department is asking in-
clude:

e What information is provided
to claimants when requests for
services are denied?

o What time frames are typical
in ERISA plan claims processes
for initial determination and for
review of a denied claim?

e What limits do plans impose
on the time in which beneficiaries
may file a claim for benefits or
may request a review?

* To what extent are electronic
media used to receive or commu-
nicate benefits claims information
or to process claims?

# Are claimants being asked to
pay anything to the plan in order
to pursue their claims review
rights?

¢ Under what circumstances do
health care plans utilize alterna-
tive dispute resolution processes
for review of claims cenials?

The department also wants
comments on a variety of statisti-
cal issues, including:

e Do employers and insurers
maintain statistics on pre-autho-
rization requests, patient requests
for referrals, claims approvals,
denials, appeals anc court chal-
lenges?

s What proportion of denials,
appeals and court challenges are
associated with questions of med-
ical necessity, benefit coverage,
out-of-network care or the partic-
ipants’ insured status?

In addition, the department
wants comments on what the im-
pact would be of new claims pro-
cessing regulations on employers
with Zess than 100 participants in
their health care plans.

The deadline for comments is
Nov. 7. Comments should be ad-
dressad to the U.S. Department
of Labor, Office of Regulations
and Interpretations, Pension and
Welfare Benefits Administration,
200 Constitution Ave., N.W.,
Room N-5669, Washington, D.C.
20210. Attention: Claims Proce-
dures.

The department says those fil-
ing comments should enclose six
copies.

Updates

Disability limits draw lawsuits

Continued from page 2

Labor attorneys familiar with the controversy say the U.S. Supreme
Court ultimately will rule on the issue.

Chase, UNUM, Staten Island Bank and Guardian Life had no com-
ment on the allegations pending litigation.

CSX to appeal jury award

NEW ORLEANS-—CSX Transportation will appeal a $2.5 billion
“exemplary” damages award levied against it by a Louisiana jury in
connection with a 1987 rail accident.

Jacksonville, Fla.-based CSX Transportation, a unit of CSX Corp. in
Richmond, Va., was one of several defendants in the class-action suit,
but the jury hit it with the lion’s share of the $3.36 billion award. Exem-
plary damages are Louisiana’s equivalent of punitive damages, “meant
to set an example so that defendants will be deterred from conducting
themselves in the manner that caused the accident,” explained Wendell
Gauthier, the partner in the Metairie, La., law firm Gauthier & Murphy,
who represented the 8,048-member class. The jury also awarded $2.3
million in compensatory damages to 20 selected representatives of the
class; remaining compensatory claims will be settled later.

“There are excellent grounds for appeal, and we will promptly move
forward in that regard,” said CSX Transportation President A R. Car-
penter in a statement released after last week’s verdict. A company
spokesman could not comment on what insurance might ultimately re-
spond to the award if it is upheld.

“We know that some of it is covered by insurance; we've subpoenaed
the policies, but we haven’t gotten them yet,” said Mr. Gauthier.

The award stemmed from a Sept. 9, 1987, blast caused by a leaking
railroad car. The explosion forced thousands of residents of a New Or-
leans neighborhood to flee their homes. No deaths or serious injuries
were reported. The plaintiffs held that CSX Transportation had been
negligent in inspecting the leaking car.

The other defendants the jury found liable for exemplary damages
were Mitsui & Co., $375 million; GATX Corp., $190 million; Alabama
Great Southern Railroad, $175 million; and Illinois Railroad Co., $125
million.

Medicare risk HMOs rates rise

WASHINGTON—Most health maintenance organizations that have
contracts with the Health Care Financing Administration to provide
Medicare benefits to retirees will receive a 2% rate increase next year,
HCFA announced last week.

However, HMOs serving retirees in more than 1,000 counties with low
health care costs will receive substantially larger increases. That is be-
cause a provision in budget legislation passed this summer and that
takes effect next year guarantees HMOs a minimum rate of $367 a
month per enrollee,

HMOs serving Medicare beneficiaries living in Richmond County,
N.Y., will receive the average highest monthly rate in 1998 at $782.70,
up from $767.35, an increase of 2%.

The rates HMOs receive from HCFA, the federal agency that admin-
isters Medicare, are a key factor in the level of benefits and premiums,
if any, they charge retirees. To the extent HMOs can offer beneficiaries
a rich, low-cost benefit package, retirees are more likely to enroll in
HMOs and leave employer plans that supplement Medicare, substan-
tially cutting employers’ health care costs.

Rates are determined largely on what HCFA thinks it would cost the
government to provide Medicare benefits fo retirees based on the coun-
ties where retirees live. A complex formula determines the size of rate
increases each year.

Some HMOs may have been expecting substantially higher rate in-
creases from HCFA. Employers should check with HMOs to see if the
rate increases the HMOs will receive will affect the benefit packages
they offer retirees and the premiums, if any, they charge, said Chip Ker-
by, a principal with William M. Mercer Inc. in Washington. In 1997,
Medicare-risk HMOs received rate increases that averaged just over 5%.

Zurich reorganizes units

NEW YORK—Two U.S. units of Zurich Group are reorganizing to
separate reinsurance and insurance operations.

Zurich Reinsurance Centre Inc. has combined its reinsurance business
with the U.S. reinsurance business of Centre Reinsurance Co. of New
York to form a new company, Zurich Reinsurance (North America) Inc.
The company provides treaty, facultative and finite risk reinsurance and
other preducts for insurers.

Meanwhile, Centre Re is changing its name to Centre Re Solutions
and will continue to offer insurance, risk management and financial
products to U.S. corporate and non-insurance company clients.

Briefly noted

ReSource Underwriters Lid., a new multiline reinsurer with $300 mil-
lion in capital, is awaiting regulatory approval in Bermuda. ReSource is
backed by 18 investors and David Thirkill will be chairman and chief
executive officer. Robin Spencer-Arscott will be president and chief op-
erating officer, and Richard Jessal will be chief underwriter. . . A Gen-
eral Accounting Office report issued recently holds that the Overseas
Private Investment Corp., which writes political risk insurance for U.S.
companies doing business in specific developing countries is profitable,
self-sustaining and the only available insurer in some circumstances.
“Officials at the major international banks we visited noted that they
are reluctant to lend in high-risk markets without some form of politi-
cal risk insurance and that the private insurance companies often can-
not provide the kind of insurance lenders need in these markets,” ac-
cording to the report. Congress is reviewing OPIC’s request for appro-
priations.
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Xerox

Continued from page 1
year, a spokesman said.

Chicago-based Resolution Group was
formed to handle claims settlement and rein-
surance collections on books of business
written mainly before 1986 by other Xerox
insurance units. Its subsidiaries include In-
ternational Insurance Co.; Envision Claims
Management Corp., which handles environ-
mental and other latent injury claims; and
Resolution Reinsurance Services Corp.,
which handles reinsurance recoveries.

Envision and RRSC both do work for Crum
& Forster and Westchester. Mr. Coutu said
he believes Envision will keep both compa-
nies as clients even after they are sold;
whether RRSC retains this business is still to
be determined, he said.

Resolution Group’s year-end 1996 statuto-
ry surplus was $294 million, and its share-
holders equity under generally accepted ac-
counting principles was $716 million, ac-
cording to Mr. Coutu.

Under the sale agreement, the $150 million
cash payment to Xerox will consist of $50
million put up by the investor group and
$100 million in borrowed money.

Xerox will also receive non-voting stock in
TRG Holding that is projected to pay it $462
million based on Resolution Group’s perfor-

mance over up to 20 years.

The securities entitle Xerox to share with
the investor group in the cash generated by
the company's investment gains and reinsur-
ance recoveries, after deductions for claims
payments, expenses and payments on the
$100 million bank debt related to the sale,
Mr. Coutu said.

“They are in effect getting a percentage of
the cash flow, which would vary at different
points in time depending on the resolution of
the business,” he explained.

Payouts to Xerox on the instruments may
be lower or higher than the projected $462
million, he said.

The non-voting securities—which give Xe-
rox no control over TRG Holding—also must
be redeemed by TRG after 20 years. The re-
demption price paid to Xerox will be based
on the liquidation value of TRG Holding at
the time and is not part of the securities’ cur-
rent $462 million valuation, Mr. Coutu said.

Xerox will continue to have a stake in Res-
olution Group’s fate in another way: Ridge
Reinsurance Ltd., a Xerox-owned Bermuda
captive formed in 1992, provides excess-of-
loss reinsurance to Resolution Group cover-
ing adverse development on reserves set up
in 1992 and prior years. The Ridge Re cover
provides a gross limit of $680 million with
15% coinsurance by Resolution Group,
meaning the Resolution Group could collect
up to $578 million from Ridge in the worst

case, Mr, Coutu said.

If Resolution Group’s business goes
smoothly, though, TRG Holding may expand
into runoff business unrelated to Xerox, he
added.

TRG would form a new entity to do this to
avoid combining the Xerox runoff with un-
related business, Mr. Coutu said. New busi-
ness could comprise both claims manage-
ment and reinsurance collection on other in-
surers’ discontinued books of business. Alter-
natively, the new company could also take
over discontinued books as a reinsurer, he
said.

The new company might renew or issue
new policies as required by regulators as part
of a runoff, but it will not underwrite new
business.

“It is never the intent of (any new TRG en-
tity) to do new underwriting,” Mr. Coutu
said.

“The world is not waiting for The Resolu-
tion Group to compete with the Travelers,”
agreed Alan Levin, senior vp of Standard &
Poor’s Corp.’s Rating Group in New York,
who viewed the sale as a key step in Xerox's
plans.

“It’s a deal they wanted to put together,”
he said. “They have been trying to get Xerox
out of the insurance business, and this is an
important part of it.”

Kerox stock closed last Thursday at $76.63,
down $1.44. | Bl |

lllinois

Continued from page 2

It also seeks to weed out shady leasing
companies by declaring ineligible any
company whose “workers compensation
insurance has been terminated within the
past five years in any jurisdiction due to a
determination that an employee leasing ar-
rangement was being utilized to avoid pre-
mium otherwise payable by a client com-
pany, the law says.

A client company still is responsible for
providing workers compensation insurance
to its leased employees, although it may
make limited contractual arrangements
with the leasing company to provide the
coverage.

For example, if the workers comp policy
is issued to the leasing company as the
named policyholder, the client company
must be identified through a separate en-
dorsement.

The law also is designed to prevent a
client company from laundering its poor

experience-rating modification factor by
automatically assuming a leasing compa-
ny’'s more favorable modification factor,
said John Lennes, vp and director of work-
ers compensation and health with the Al-
liance of American Insurers in Schaum-
burg, Tl

If a client company’s experience modifi-
cation factor exceeds the leasing compa-
ny’s factor by 50% at the beginning of the
leasing arrangement, the client company’s
factor will be utilized to calculate the pre-
mium or costs charged to the client compa-
ny for workers comp coverage for two
years. Thereafter, the premium can be cal-
culated on the basis of the leasing compa-
ny’s experience factor.

The law also deals with dissolution of a
leasing arrangement. It requires that a
leasing company be able to provide un-
specified data that a rating organization
would need to calculate an experience
modification factor for a former client
company.

The law also stipulates the liabilities of
both leasing and client companies. Both

types of companies are entitled to exclusive
remedy protection under the basic workers
comp and employers’ liability policies, un-
less specific contract wording changes that.

In addition, the law states that a leasing
company is not liable for vicarious liability
for the acts, errors or omissions of a client
company or of any leased employee acting
under the sole and exclusive direction and
control of the client.

The law also establishes a hearing pro-
cess for declaring a leasing company ineli-
gible to operate and Class A misdemeanor
penalties for some illegal acis.

“It’s significant that Illinois is dealing
with this new concept (employee leasing) in
the workers compensation arena,” said Pa-
tricia Holden, assistant vp of state affairs
in the Skokie, Ill., office of the American
Insurance Assn. However, the bill is “a hy-
brid version of the National Assn. of Insur-
ance Commissioners’ model” and requires
some cleanup, she said. For example, a
technical cleanup bill is needed to clarify
how the leasing process would work with
residual market risks, she said.
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PCS catastrophe options

As of Sept. 12

Call  Price

spread bid/ask

Eastern September 1997
40/60 —3.0
60/80 —2:5
80/100 —i—
Nalional Anrual 1897
80/100 8/3.0
60/80 1.0/45
Southeastern September 1937
40/60 —25
60/80 —2.0
807100 —f—

Call Price
spread  bid/ask

California Annual 1997
40/60 —i1.2
60/80 516

Western Annual 1997
40/60 —.2
50/70 —/1.0

Total volume: 521 Total open interest: 18,121

For informatian on PCS cat options, call the Chicago Board of

Trade at 312-435-3674.

Source: Chicago Board of Trade

British Issues

Price P/E Div. Yield 52-week

Companies pence

Comml Union 742
Genl Accldent 916
Gdn Royal Exch 276
Independent 1097
Hoyal & Sun §10
Brokers

Bradstock 81
CE Heath 142
Lmbet Fenchurch 127
Lioyd Thmpson 179
Nelson Hurst 182
Sedgwick Grp 119
Steel Brl Jones 25
Willis Corroon 124

pence %  high—low
116 358 48 767—593
62 354 49 978644
39 122 45 31—248
118 142 16 1120565
143 137 4.8 561—336
120 34 98 90—54
g2 15 4.3 143—74
85 34 83 135—101
145 45 32 206—163
1666 36 59 192—121
97 74 62 144—115
NA 1.5 74 3822
125 66 67 165—117

Note: Prices are as of Sept. 12; other numbers from Sept. 11.
Source: Nordby International Inc.
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Wi Year to date Year to date

BROKERS Pice % ;ﬁ;: % change ﬂia: ﬁaLuw' Vol {000) Price
Aan Corp. NYS 51,94 0.24 25.40 56.13 3413 923 Everest Reinsurance NYS 38.00
E.W. Blanch Holdings Inc. NYS 3063 4,26 5217 3113 1800 403 Executive Risk Inc. NYS 80.75
Gallagher Arthir J. & Co. NYS 36.81 2.26 1875 3775 2913 75 EXEL Ltd. NYS 5763
Hilb; Rogal & Hamilton NYS 16.88 0.75 27.36 17.25 1213 126 Fremont General Corp. NYS 42.81
Kaye Group Inc. NDO 900 7.48 7143 9.00 4.38 8 Frontier Insurance Group NYS 36.06
Marsh & McLennan KYS 71.94 -0.88 38.34 7825 4600 1553 Gainsca Inc. NYS 9.38
Poe & Brown NDO 37.25 0.34 40.57 38.50 2375 13 General RE Corp, NYS 20019
Sedgwick Group PLC NYS 9.81 -1.88 542 10.88 9.38 27 Gryphon Holdings NOO 16.00
Willis Corroon Corp. NYS 10.13 0.62 -11.36 13.50 938 718 Guaranty Matlonal Corp. NYS 3000
BROKERS AVERAGE 1.62 28.9 Harleysville Group NDO 41.88
Hartford Sleam Boiler NYS 54.88
leUREHs’RE’NSURERS HCC Insurance Holdings NYS 2575
ACE L, 8575 -1.01 42.62 88.94 46.63 496 IPC Holdings Lid. NDQ 29.50
Acceptance Insurance Cos. N’YS 2425 1.04 22.78 24.75 17.13 219 ITT Hartford Group NYS 81.75
AEGONN.V NYS 7394 437 16.80 78.88 46,13 438 LaSalle Re Lid, NDQ 33.75
Agtna Lile & Casualty NYS 102.00 0.74 2750 11813 6013 3899 Lite Re Corp. NYS 50.81
AFLAC Ing. NYS 5494 -3.08 28.51 57.88 34.00 614 Lincoln National NYS 6881
Aliied Group inc. NYS 4469 0.00 3897 5363 2488 132 MAIC Holdings Inc. NYS 52.81
Alistate Corp, NYS 7354 -1.83 2775 75.94 46.50 5107 Marka! Corp, INYS 147.50
Ambac Financial Group Ing. NYS 39.56 473 19.21 43.00 27.38 571 MBIA Insurance Group NYS 120.94
American Bankers Ins, NDQ 6756 285 32.15 7050 4450 154 Meadowbrook Insur. Group NYS 24.68
Amgrican Financial Group NYS 45.00 -1.64 19821 4825 3125 267 Mid Ocean Ltd. NYS 52.715
American General NYS 50.50 -1.34 23.55 54.75 3575 2150 MMI Cos. Inc. NYS 2575
American Heritage Life Ins. NYS 37,50 1.01 42.86 38.75 1875 25 Mutual Risk Mgmt, Lid. NYS 50.31
American Indemnity/Fin’l NDO 1275 0.00 24.39 14.00 9.50 12 MNAC Re Corp. NYS 48.00
American International NYS: 99.68 -1.42 38.14 10688 6463 5525 Navigators Group NDQ 19.63
Argonaut Group NDO 31.25 672 163 36.38 26.75 451 Nobel Insurance Lid, NDQ 14.88
Baldwin & Lyons Inc. NDQ 19.88 481 B.16 2283 17.38 8 NYMagic Inc. NYS 25.50
Berkley W.R, Corp. NDO 57.13 -1.61 1256 8050 4319 203 Ohnio Casualty Corp. NDQ 47.38
Berkshire Hathaway Inc. NYS 42500.00 297 24.63 48600.00 30000.00 1 Otd Republic Int't NYS 38.25
Capilal RE Corporation NYS 55.44 6.23 18.90 56.38 36.88 89 Orion Capital Corp. NYS 4394
Capital Transamerica Carp. NAS 2550 -1.92 -17.07 27.50 14.63 10 Partnier Re Lid. NYS 41.13
CapMac Holdings Lid. NYS 28.88 3.82 -12.83 36.88 2250 129 Penn-America Group Inc. NDO 19.00
Capsure Holdings Corp, NYS 14.75 6.79 28.26 18.50 8.00 a7 Philadelphia Cons. Holding NDQ 42,00
Centris Group Inc: NYS 2050 -4.65 4.46 23,56 1700 214 PXRE Corp. NYS. 30.19
Chartwell Re NYS 3463 -382 20.44 3625 2325 162 Reliance Group Holdings NYS 12.94
Chubb Corp. MYS 68.00 073 2651 70.94 44.25 1758 Refiastar Financial Corp. NYS 37.50
CIGNA Corp. NYS 189.88 -2.32 3898 20075 116.88 700 RenaissanceRe Holdings Lid.  NYS 43.94
CNA Financial Corp. NYS 116.06 -0.05 BA47 11913 95.88 45 Risk Capital Holdings NDQ 2313
EMC Insurance Group inc. NDQ 14.50 0.00 2083 15.00 10.50 21 R Com, NYS 40.00
Enhance Financial Services NYS 49.88 are 3664 51.75 28.63 160 St. Paul Companies NYS 7731

Weekly Year to date Year to date Waekly Year to dale Year to date
%change %change  High Low Val.(000) Price % change Y%change High Low Vol.(000)

-1.30 3247 40.38 2375 528 SCOR NYS 41.50 -4.60 20.73 44.50 34.00 41
=202 84.19 63.13 3363 91N SAFECO Corp. NDO 51,33 0.74 30.27 52.38 3338 1859
0.44 52.15 58.25 31.75 423 Seibals Bruce Group NDQ 8.33 6.35 1.52 11,25 588 144

1.78 38.10 4363 26.38 258 Selegtive Ins, Group NRQ 50.00 -1.23 31.58 5400 3225 3
-0.52 88.56 36.50 18.13 492 Sphere Orake Holdings NYS 8.63 -4.83 -282 10.50 8.50 165
345 -2.60 10.88 B.13 278 TIG Holdings: NYS 3244 288 -4.24 34.00 2638 14m
110 2680 20888 140.75 580 Titan Holdings, Inc. NYS 21.19 -2.59 28.41 25.00 1350 619
0.00 13.:27 17.75 12.50 18 Tokio Marine & Fire NDQ 56.50 -3.62 21.18 66.00 42.00 146
9.09 7910 30.00 14.63 S0 Torchmark Corp. NYS 39.44 0.32 56.19 40.00 22.00 as57
3.40 3730 4300 2450 82 Transatlantic Holdings NYS 71.18 -1.89 32.65 7538 4438 9z
0.00 18.33 568.00 4275 B6 Travalers Propeny NYS 41.00 0.30 15.80 4356 2683 552
-9.05 729 3269 2150 636 Travelers Corp. NYS 66.25 -1.85 46.01 73B3 3338 5375
043 31.64 30.50 19.50 218 Trenwick Group Inc, NOQ 36.13 0652 17.16 3963 3075 91
-0.61 2111 88.81 53.13 1504 Unico American Corp, NDQ 11.13 1.14 2.30 11.50 763 L]
-0.55 15.38 563 2238 76 Unicnamerica Hofdings NYS 20.38 .00 14.79 22.75 14,75 X
037 31.85 56.00 31.25 54 Uniled Fire & Casualty NDQ 39.88 280 1312 40.50 2975 15
0,27 31.07 73.00 4363 933 Unitrin NDQ 63.00 1.61 13.00 64.75 4775 287
-0.82 5590 53.50 30.13 7 UNUM Corp. NYS 42,56 -1.02 17.82 48,44 3050 110
172 6389 147.50 83.00 8 USFAG Corp. NYS 2275 -1.36 898 25.50 1675 1232
078 19.44  122.00 8063 azs Vesta Insurance Co. NYS 54.44 1.75 73.51 56.13 24,50 156
-2.21 18.45 28.13 15.25 234 Washinglon Nallonal NYS 31.8° =1.74 15.68 33.13 27.13 453
-2.01 10.00 61.00 39.25 105 Zenith National Ins. NYS 28.56 4.82 434 2853 2483 97
223 +20.16 32.75 20.75 108 INSURERS/REINSURERS AVERAGE 0.24 26.20

1.90 35.98 51000 2825 469 Note: Zurich Reinsurance Cenire Holdings Inc, consolidated with sisler aifiiate, Centre Reinsurance
0.00 4170 4950 a263 141 Company of New York.

1.85 753 2063 15.75 14

171 1841 1538 125 42  HEALTH MAINTENANCE ORGANIZATIONS

4,88 41.67 25.50 17,00 16 Humana inc, 248 1.79 2500 17.38 1580
3ar 33.45 48.06 3N75 126 Oxlord Heallh Plans NDCI 778 073 33.08 89.00 4088 3842
3.03 42,99 38.258 22.00 594 Pacilicare Health Sys. NDQ 70.38 054 -13.38 86.25 55.50 432
1.44 43.76 45.00 25.13 216 Saleguard Health Enter. NBQ 12.18 1.56 -30.36 20,75 963 1"
281 2096 42,50 27.88 359 Sierra Health Services NYS 36.1€ 451 46.95 37.06 22.38 204
-0.65 76.74 19.75 10.38 106 United Healthcare Corp. NYS 5382 1.18 1917 60.13 d5.13 531
0.80 8065 4300 18.25 120 Wellpoint Heallth Networks NYS 58.06 4.26 68.91 5808 2825 510
084 21.97 31.88 22.88 208 HMOs AVERAGE 208 22.18

1.47 41.78 13.88 750 1319 ALL COMPANIES AVERAGE 13 25.76
-1.64 29.87 39.88 22.38 742

159 3314 46.13 26.75 92

221 1935 2338 1588 91

390 19.85 40.08 25.00 75

1,06 3188 8281 51.75 1027

Top advancing issues: Guaranty National Corp., Kaye Group inc., Capsure Holdings Corp. Leading decliners: HCC Insurance Holdings, Argonaut Group, Sphere Drake Holdings. Most active issue: American international. The Bl index rose 0.3%; the Dow

Jones 30 industrials lost 1.0%:; the S&P 500 decreased 0.6% and the NYSE Composiie decreased 0.3%. Average P/E: Brokors, 17.8; Insurers/reinsurers, 37.1; HMOs, 28.2

System design: Nordby International Inc.



- Reliance National’s
Entertainment Division
WHEN THE SPOTLIGHT IS ON YOU...

The anticipation of seeing a Primary and Excess coverages are
performance come to life, whether “available for, but not limited to:

it’s a rock concert or the ballet, is - ® Motion Picture/Television
almost as thrilling as the event | Production

itself. Timing is everp'thmg, and - Cinemas

every cast member must know :
24 Professional & Amateur
their part. %
Sports Teams
’Ven ”eleacﬂltlesICasmos

As your global insurance carri
we strive to reach new heights
the image-driven wdrld‘ of en
tainment. From iﬂsq'rin-g Br :
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‘When-your client puts you in the THE CHOICE . =

spotlight ... come to"T HE‘@HOICE, AReﬁ'ame G?Hl}!gtgq]??l

Rellance Natlonal | 77 Water Street, New York, N.Y. 10005

. = | : . . : For further information
Reliance National’s products and programs are underwritten by Reliance Insurance Company, Reliance National ;
Indemnity Company, Reliance National Insurance Company, Reliance Insurance Company of Illinois, Reliance Insurance erte us or Call (2 1 2) 85 8_6602

Company of California, United Pacific Insurance Company and/or Reliance Surety Company. - .
http://RelianceNational.com
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