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Reinsurers see

pressure to cut
cat cover rates

o New capital fuels call for better pricing e
*

By GAVIN SOUTER and STACY SHAPIRO0 0

* MONTE CARLO, Monaco-Reinsurers and ceding companies are *
more likely to haggle over property catastrophe reinsurance rate

0 cuts rather than rate increases during year-end renewals. *
* The influx of new capital into the property catastrophe reinsur- *

ance market-especially from Bermuda-coupled with the high
6 price of catastrophe coverage over the past two years is leading to *
 calls for reinsurance rate reductions, agreed many executives meet- *

ing at the 38th Rendez-Vous de Septembre in Monte Carlo Sept.
0 5-10. 0
(> Also fueling the call for an end to the hard property catastrophe *
0 reinsurance market is the lack of a major catastrophe loss for rein- *

surers. Even though the Los Angeles earthquake in January has
C> cost insurers about $7.2 billion, it was a relatively small loss for re- *
0 insurers, which bore approximately 25% to 30% of the loss.These conditions could change overnight, however, if a wind- 
D storm or earthquake on the scale of Hurricane Andrew takes place *
) in the next few months. Andrew caused $15.5 billion in insured *

losses in 1992.

D Meanwhile, there is little sign that the cost of non-catastrophe <>
 property/casualty insurance and reinsurance coverage will increase *

in the United States next year.
D Property insurance prices in continental Europe could rise *
, slightly and terms and conditions for liability insurance coverages *

could tighten during 1995, reinsurance executives say. This further
B hardening in Europe could prompt U.S. and Bermuda-based rein- *
 surers to enter these markets.Property catastrophe reinsurance again dominated discussions, 0
# though the mood was certainly more relaxed this year than last at *
, the Rendez-Vous de Septembre. The mood had been tense in 1993 *

Continued on page 60
*

Updates-
Former Kansas commissioner

charged with work comp fraud
TOPEKA, Kan.-Former Kansas Insur-

ance Commissioner Fletcher Bell has been

charged with two counts of theft by decep-
tion stemming from a $94,000 workers conn-
pensation award he received after allegedly
injuring his back by lifting a briefcase out
of his car trunk in 1989.

Kansas Attorney General Robert Stephan
filed felony charges against Mr. Bell earlier
this month in the Shawnee County District
Court in Topeka, Kan. The first charge al-
leges that Mr. Bell's injury never occurred

Continued on nezt page

Superfund changes gain
limited reinsurer support

By MARK A. HOFMANN last week during a hearing before tic-as a single tax pool and sub-
the Senate Finance Committee, ject reinsurers to a purely retro-

WASHINGTON-Reinsurers' represents a considerable im- spective tax.
qualified support for a revised provement over a tax scheme ap- Reinsurers have complained
Superfund tax proposal under proved last month by the House that they are being treated un-
consideration in the Senate does Ways and Means Committee, said fairly and that a purely retrospec-
not translate into support for the Franklin W. Nutter, president of tive tax would prevent them from
Environmental Insurance Resolu- the Reinsurance Assn. of America. passing the tax costs onto their
tion Fund that would be financed The House version of the EIRF customers.

by the tax. tax, contained in H.R. 3800 and The full House of Representa-
Other groups, though, remain approved by the Ways and Means tives could vote on its Superfund

adamant in their opposition to the committee, would subject reinsur- reform bill as early as this week,
EIRF tax provisions, regardless of ers to a tax rate more than double although the Rules Committee has
the changes. that of their primary and excess not yet set the rules for debate

The administration's new tax insurer customers, treat all rein- and amendments.
proposal, which was made public surers-both foreign and domes- Continued on page 83

Seeking reinforcements
Insurance fund among potential investors in Continental

By JUDY GREENWALD

NEW YORK-Will the

Continental soldier, sym- -
bol of the venerable Conti-

nenta. Corp., some day
soon be hoisting a German
beer stein or even wielding +
a Japanese samurai sword?

That's a distinct possibil-
ity, say many people who
follow the company

closely, pointing to what
they say are the insurer's
efforts to raise $300 mil-
lion in capital to shore up ,
its finances.

Either a foreign insurer
or an Amertan financial
services company or in-
vestment group could be
attracted by Continental's
well-known name and in-

vest or seek to acquire the
company.

Late last week attention focused

on a possible deal with Insurance
Partners L.P., an investment fund

/:a' Trouble on the front
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that, along with Insurance Part-
ners (Bermuda) L.P., raised $550
million earlier this year to finance
insurance company investments
(BI, Feb. 7).

GRAPHIC BY JERRY PARKS

Backers of the funds include

Keystone Inc., an investment vehi-
cle of Texas investor Robert Bass;
Chase Manhattan Corp.; and

Continued on page 81

High drama in courtroom
Intrigue and allegations of wrongdoing

dominate property claim dispute
By RODD ZOLKOS million in damage; a night watch-

man who was the lone witness to

CHICAGO-If they made movies that fire; and allegations from the
about property coverage disputes, policyholder that its insurer tried
Allendate Mutual Insurance Co. to hide the witness and influence
vs. Bult Data Systems-set for his testimony with huge sums of
trial today-would be a shoe-in money.
for an Oscar. And then there's the allegation

It's got everything: a late-night that's at the very heart of the com-
fire of unknown origin that de- plaint being tried this week, that it
stroyed a French computer ware- was the policyholder that set fire
house, resulting in nearly $100 to the warehouse on that dark

June night in 1991.
All this and snappy dialogue

from years of legal wrangling, too,
including a judge moved to quote
Joyce Kilmer in mourning the
trees sacrificed to the case thus
far, another who suggested it illus-
trates Marx's adage that all great
events appear twice--once as his-
tory and then as farce-and a
third who noted sagely during a
1993 hearing, "You're talking
about some big, heavy duty bucks
here."

The bench trial that starts
today before Judge George M.

Continued on page 4
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Updates -

Bell faces comp fraud charges
Continued *om previous page
and that he misled state officials to obtain the permanent partial dis-
ability payments.

In 1993, Mr. Bell agreed to forgo nearly $40,000 in weekly benefits
after the self-insurance fund reopened his case.

In the second count, Mr. Bell is charged with taking money from an
injury hind that he lalew should not have paid the award. Because Mr.
Bell had suffered a back injury in a car accident before the briefcase
injury, his case should have been referred to the second injury fund in-
stead of the self-insurance fund, which paid the award.

Mr. Bell was Kansas commissioner Sun 1971 through 1991 and is
credited with aiding the state's 1993 workers comp reform efforts after
his injury and award were made public (BI, May 10, 1993).

Exxon punitives are $5 billion
ANCHORAGE, Alaska-hon Corp. will appeal a federal jury

award of $5 billion-about one year's profits for the oil giant-in puni-
tive,damages to the 15,000 plaintiffs injured when the tanker Valdez
spilled 11 million gallons of heavy crude oil in Alaska's Prince William
Sound in 1989 in the nation's worst environmental disaster.

Exxon Chairman Ike Raymond called the verdict, which was one-
third of the amount sought by the commercial fishermen, Alaska na-
tives, property owners and others harmed, "totally unwarranted and
unfair." The award is the second-largest punitive award in US. his-
tory.

Mr. Raymond said Exxon should not pay any punitive damages be-
cause of the companfs immediate response to the spill in Prince Wil-
liam Sound and acceptance of liability, the $2.5 billion it has spent in
cleaning up the sound and reaching settlements with plaintiffs, the $1
billion E=on agreed to pay Alaska and the federal government, and
various safety measures it has implemented to prevent another spill.

Exxon reported $5.28 billion in net income last year, but first-half
profits for the oil giant this year have trailed off to $2.045 billion.

It is thought that Exxon's coverage for spill-related costs has long
been exhausted.

Moynihan urges health delay
WASH[NGTON-Senate Finance Committee Chairman Daniel

Patrick Moynihan, D-N.Y., said last week that a "mainstream" group
of senators should pull the plug on putting together a health care bill.

Sen. Moynihan labeled the mainstream approach as a "step back-
wards" for New York and other states with health care costs that ex-
ceed the national average.

The mainstream approach, Sen. Moynihan notes, would fund subsi-
dies to enable more lower-income individuals to obtain health care

coverage by cutting back on increases in federal support for Medicare
and Medicaid, which would hurt providers (BI, Sept. 5).

Suit filed in USAir crash
PITISBURGH-Federal investigators were still searching last week

for the cause of USAir Plight 427's crash as the first of an erpected
barrage of lawsuits was filed against the airline.

National Transportation Safety Board officials reported that the
Boeing 737-300's wing flaps were in their correct position and the en-
gines were running when the plane crashed into woods about six miles
from the Pittsbuigh airport Sept. 8, 1dling 132. Witnesses said the
plane rolled to the left before nosediving.

Investigators ruled out sabotage after mports that oneofthe passen-
gens was a convicted cocaine dealer cooperating with federal prosecu-
tom in Chicago. Investigators were also looking at the possibility-
though considered unlikely by some aviation ecperts-that thrust re-
versers in one of the engines may have accidentally deployed.

Meanwhile, plaintiffs lawyers were scrambling to line up clients as
the first lawsuit was filed in Chicago federal court by the widow of
Rev. Joel Thompson, a Chicago-area man 1dlled in the crash.

Liability awards and settlements in the crash could top $200 million,
legal and aviation insurance sources say.

Funeral services were held last week for Richard T. Shillinger, re-
tired corporate risk manager for Aluminum Co. of America, who died
in the crash. Mr. Shillinger, 60, retired in 1992 after 35 years with AL-
COA and had since worked for Johnson & Higgins.

Cowboys lose comp case
SANTA ANA, Calif.-Dallas Cowboys owner Jerry Jones cannot ze-

gain $1 million in workers compensation benefits paid to 10 former
players who also received separate injury payments from the team, a
California workers compensation judge has ruled.

Judge Samuel C. Banis also ordered Dallas Cowboys Football Club
Ltd. to pay the players 10% in excess of their original workers comp
awards, plus attorneys fees.

Continued on page 82

Errors & omissions
• Combined earnings for the 69 Blue Cross & Blue Shield plans

totaled $1.1 billion for the first half of 1994. That figure was mis-
stated in a Sept. 5 article.
• In the Sept. 5 directory of 401(k) plan administrators, Kimball

Akins & Bigwood Inc. omitted Maine, Rhode Island and Connecti-
cut from the states listed in its service area. Also, the listing for A.
Foster Higgins & Co. Inc. contained an incorrect spelling of its
contact, Gus J. Sanches, principal and national practice leader.

Court says landfill leakage
can be accidental' pollution

By JOANNE WOJCIK

OLYMPIA, Wash.-Hazardous
waste that unexpectedly migrates
from a landfill or other contained

area can be "accidental" pollution
and thus not excluded by the
standard commercial general lia-
bility policy, the Washington Su-
preme Court has ruled.

In companion decisions involv-
ing similar issues, the court ruled
Sept. 9 that the pollution exclu-
sion added to CGL policies in the

mid-1970s is ambiguous and must
be construed in favor of the poli-
cyholder.

The decisions, which have been
awaited since early 1993, are the
latest in a series of pro-policy-
holder rulings from the Washing-
ton high court. In May, the court
ruled that CGL insurers had to as-

sume cleanup liabilities that Wey-
erhaeuser Corp. assumed volun-
tarily (BI, May 30).

The recent rulings place Wash-
ington "squarely among the grow-

ing ranks of states whose highest
courts have granted insurance
coverage for environmental
cleanup despite the presence of
the so-called pollution exclusion,"
observed Robert M. Horkovich, a
partner with Anderson, Kill, Olick
& Oshinsky in New York who
filed an amicus brief on policy-
holders' behalf in the two cases.

The decisions indicate that "the

Washington courts have taken a
leading role in the national debate

Continued on page 73

Retirees claim their due
By RODD ZOLKOS

CHICAGO-A group of Chica-
go-area workers who lost their
jobs to corporate downsizing is
lobbying for changes in federal
laws related to the distribution of

benefits to workers terminated

prior to retirement age.
The former employees of Chica-

go-based telecommunications gi-
ant Ameritech Corp. plan to push
for a "linear" distribution of re-

tirement benefits for laid-off

workers.

Such a

Former employees
lobbying to change
benefit distributions
benefits like pension and retiree
medical coverage based on work-
ers' years of service.

And, because some benefit ex-
perts see on the horizon a new na-
tional debate on retirement in-

come security, the group-Amer-
itech Downsized Employees-may
find its suggestion taking root.

But the change the group seeks

could have a dramatic effect on

employers' retirement benefit
costs, prompting some companies
to rethink the sorts of benefits

they offer.
George P. Kaforski, the group's

chairman, says that when Amer-
itech let him go during downsiz-
ing in November 1992, he received
$58,000 in vested pension benefits
plus an additional payment of
about $70,000 on the condition
that he sign a waiver promising
not to sue the company.

Mr. Kaforski, now 48, received
Continued on page 34move would prorate

Arkansas work comp initiative could increase costs

Employers fight amendment
By SALLY ROBERTS

LITTLE ROCK, Ark.-With a
war chest of more than $1 million,
Arkansas businesses are trying to
thwart a ballot initiative that they
contend would dramatically in-
crease workers compensation
costs.

Arkansas voters will vote Nov. 8

on Amendment 6, which would
amend the state constitution to let

injured workers, among other

things, choose their own doctors
and sue employers that knowingly
maintain unsafe workplaces.

Colorado residents will vote on

a similar ballot initiative Nov. 1

and early polls suggest that la-
bor-backed measure is likely to
pass (BI, Sept. 12).

Labor unions and other sup-
porters of Arkansas' Amendment
6 c6ntend the threat of lawsuits

will give employers an added in-
centive to maintain safe work-

places in a state that the National
Safe Workplace Institute ranks
last in safety.

And letting injured employees
choose their physicians will both
increase fairness in the system
and reduce costs, they say.

But, businesses and workers.
comp insurers counter that hold-
ing employers liable for failing to
provide a safe workplace would
violate the no-fault concepts tha:

Continued on page 74

Lloyd's unveils capital guidelines
By ADRIAN LADBURY

LONDON-Lloyd's of London
took another big step toward an
increasingly corporate structure
last week as it published guide-
lines giving managing agents the
green light to raise new capital
dedicated to their syndicates.

The guidelines also stated that
rules should be in place by June
1995 to allow corporate investors,

Inside

including insurance companies, to
acquire up to 100% of managing
agents.

Lloyd's of London narrowly clears
solvency hurdle ..................Page 82

At least one insurer, London-
based Liberty Europe Ltd., a unit
of Liberty Mutual Insurance Cos.
of Boston, plans to invest in a

• Ballot initiatives in Arkansas and Colorado could spark
a trend that would increase employers' workers comp
costs, this week's editorial warns. PAGE 8

• Two large Illinois business groups are supporting the
state's small firms to help them purchase quality, cost-ef-
fective health care coverage. PAGE 77

• A Conning & Co. survey reveals some of the issues on
which insurers and regulators disagree. PAGE 52

• Some employers have a hard time getting workers to
defer part of their salaries in company-sponsored defined
contribution plans, but Morgan Guaranty Trust has the
opposite problem. PAGE 53

• A $187 million claim is expected following the loss of an
AT&T Corp. satellite. PAGE 17

• A survey of benefit professionals shows ways to make
dealing with QDROs less burdensome. PAGE 59

Departments

leading Lloyd's managing agency
and will likely take a majority
stake when allowed.

The new rules, however, do no:

give the managing agents and
their backers carte blanche. They
contain important safeguards de-
signed to prevent managing
agents from effectively replacing
their syndicates' current member-
ship with corporate capital with-

Continued on page 82
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i Bill would I
alleviate 
Medicare 1

i reporting I
burdens
1 »1

1 By JERRY GEISEL

, WASHINGTON-The dread-

ed federal Medicare data bank ,

, law may turn out to be a tooth-
less tiger.

1 Provisions accompanying a
Senate-passed appropriations I

j bill would bar the Health Care

, Financing Administration i
from fining employers that vio- 1

. late the federal law requiring 1
9 them to report health care cov-

erage information. They would
t also prevent the agency from

using any appropriated funds
for collecting information for

, the data bank.

These prohibitions were in-
i cluded, at the behest of Sen.

1 Joseph Lieberman, D-Conn., in ,
a legislative report accompa-

' nying H.R. 4606, which appro-
priates funds for the next fiscal

I year for the Department of
Health and Human Services

I and several other federal agen-
· cies. The Senate passed the bill
i last month. A companion bill
, passed earlier by the House '
i does not include funds for

s HCFA to administer the data
bank. The data bank was in-

, cluded as a revenue raiser in a

I broad budget measure passed ,
by Congress last year.

1 A congressional conference
committee will meet soon to

iron out differences in the bills.

1 The appropriations bills are
4 the latest attempt by some in

Congress to take the sting for
, employers out of the Medicare [
, data bank law, !
' The law requires employers,
i as of next year, to tell HCFA

the names, addresses and So-
I cial Security numbers of em-

ployees and dependents and
the health plans in which they
were enrolled during the year:

1 The agency will use that data ,
1 to help spot claims that should
I be paid by employer plans and

not Medicare.

1 Many employers say they do
not maintain Social Security

I numbers for dependents and
have no way to ensure that 1

1 they can get the information.
Employers say it would be un-

1 fair to fine them for failing to
i provide data that-through no
i fault of their own-they 
 couldn't get.

In response, HCFA has said
that companies that can prove
they established a systematic
method to obtain coverage in- ,
formation will not be penalized

I if employees refuse to provide
 the information (BI, May 16). ,
1 Under the law, an employer

can be fined up to $1,000 per
employee or dependent not in- '
cluded in its data bank report
filed with HCFA.

At the same time, HCFA
1 asked Congress to delay the
' data bank reporting require-

ments for 18 months. Without

the delay, which Congress has
not acted on, employers will be
required to file 1994 health

Continued on page 80
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NAIC may seek ERISA reforms
By MEG FLETCHER

MINNEAPOLIS-State insur-

ance regulators will consider call-
ing for reform of the Employee

Retirement In-

NAIC Act of 1974 this
come Security

week at the fall

meeting of the National Assn. of
Insurance Commissioners.

ERISA contains "several weak-

nesses and gaps" in its governance
of employer-sponsored health
care plans, according to a 21-page
white paper that the NAIC will
consider adopting Sept. 18-20 in
Minneapolis.

ERISA grants state authority to
regulate multiple employer wel-
fare arrangements, but does not
address problems posed by Taft-
Hartley plans or other ERISA
health plans that claim to be fed-

Commissioners to evaluate regulation of health plans
erally governed, the NAIC says.

These plans escape review by
state regulators, regularly place
consumers' health care coverage
in jeopardy and create jurisdic-
tional confusion when they be-
come insolvent, the paper says.

The NAIC's ERISA Working
Group, which drafted the white
paper, makes several recommen-
dations to protect consumers in
the areas of financial regulation,
consumer complaint handling,
quality assurance and require-
ments for fair coverage and dis-
closure. Consideration of the

white paper coincides with many
state-level health care reforms
and increased NAIC effort to de-

velop standards for the health in-
surance system.

Regulators hoped federal law-

Mental health care

coalitions provide
cost savings, clout

By MICHAEL SCHACHNER

WASHINGTON-Small to

mid-size employers that want to
provide quality mental health and
substance abuse

treatment bene-
fits-but don't

think they can
afford to-need

look no further
than each other

Behavioral

to solve their Healthcare
problem, says Tomonmv
the head of an

employer purchasing alliance.
For years, employers have

banded together to give them-
selves more purchasing clout with
health insurers. Now the concept
is expanding to behavioral care.

"The coalition movement has

evolved to behavioral health care

because employers have wanted to
increase (mental health) benefits
and simultaneously lower their
costs," said Jeanne Keller, presi-
dent of the Vermont Employers
Health Alliance in Burlington, a
coalition that helps member com-
panies extend behavioral health
benefits to 120,000 employees at

significant cost savings.
Alone, a small company is virtu-

ally powerless to command both a
reasonable price and quality ser-
vices from managed care compa-
nies, Ms. Keller said. Coalitions

aim to right that imbalance.
She spoke last week at the Be-

havioral Healthcare Tomorrow

conference, which was sponsored
by the Institute for Behavioral
Healthcare of Tiburon, Calif.

"The whole thing starts with the
purchaser," added Catherine
Kunkle, vp of the National Busi-
ness Coalition on Health in Wash-

ington. Once they determine their
reasons for forming a coalition
and their objectives for coverage,
"the employers can achieve cost-
effective, quality care."

Coalitions that provide mental
health benefits can do so either

through a carved-out, stand-alone
contract with a managed mental
health care firm, or as part of an
overall health plan.

Either way, the contracting
strategy that establishes the bene-
fits plan and how it will be man-
aged should be focused on a local

Continued on page 78

Robert Campbell aided MEWA fraud

Teale associate

facing sentence
By DOUGLAS McLEOD

PHILADELPHIA-Insurance

con man Robert Campbell faces
another jail term after pleading
guilty to charges that he con-
spired with the late Alan Teale to
defraud group health insurance
policyholders through a network
of shell corporations.

Mr. Campbell pleaded guilty
earlier this year to a racketeering
charge accusing him of helping
Mr. Teale drive World Life &

Health Insurance Co. of Pennsyl-
vania into insolvency in 1991 by
arranging for it to cede reinsur-
ance to several fraudulent off-

shore reinsurers they controlled.
Victims of the scam included

participants in two defunct multi-
ple employer welfare arrange-

ments, which paid more than $2
million in premiums for worthless
health insurance and reinsurance
and left millions of dollars of un-

paid claims.

Sentencing of Mr. Campbell had
been scheduled for last Friday,
but was postponed until Oct. 3
due to illness.

He faces a maximum sentence

of 20 years in prison, though un-
der federal sentencing guidelines
the actual sentence will likely be
far less, said Andrea Foulkes, as-
sistant U.S. attorney in Philadel-
phia.

He is currently serving a 71-
month prison term after pleading
guilty in 1991 to separate criminal
charges brought by federal prose-
cutors in Newark, N.J., and

Continued on page 58

makers would consider their
views in drafting health insurance
refornn rneasures.

ERISA contains gaps
in regulating

employer-sponsored
health care plans, the

NAIC says.

NAIC regulators also will con-
sider formal action to:

• Adopt the controversial Non-
Admitted Insurance Model Act.

The National Assn. of Insurance

Brokers is lobbying the NAIC to
add an exemption to allow bro-

kers to holp "industrial insureds"
obtain excess insurance coverages
from non-admitted "industrial in-

surers." Otherwise, the act would
interfere with brokers' ability to
coordinate excess coverage for cli-
ents, said Dee Ann Bernhard, the
NAIB's director of state affairs.

• Add the Risk-Based Capital
Model Act to the NAIC's accredi-
tation standards.

• Adopt the Twenty-Four Hour
Coverage Pilot Project Model Act.

The model would allow each

state to establish up to 10 pilot
projects enabling employers to
provide "24-hour" medical insur-
ance for both work- and non-

work-related injuries.
The NAIC may also:
• Take a position on H.R. 9, the

Continued on page 80

A trailblazing
risk manager

sees other side
Steven Salman now insurer CEO

By CHRISTINE WOOLSEY

Believe it or not, when Steven Salman became the first risk man-
ager for Health & Hospital Corp. of Marion County, Ind., in the
mid-1970s, medical malpractice insurance was the furthest thing
from his mind.

Hired in 1974, Mr. Salman spent most of his time managing
workers compensation and safety programs for the corporation,
which included a

714-bed hospital
and public health
and executive di-

visions. .'6*
Health & Hospi- 0

tal Corp. wasn't i

without medical 3 4 2

malpractice cover- I,; 9
age at that time,
though. It just

.'f 'didn't consume

Mr. Salman's ev- fl

ery waking hour.
"In the good old P

days, we never
paid more than '
$10,000 in aggre-
gate medical mal-
practice premiums
per year, " he re-
called.

.

That changed
when the medical /

malpractice insur-
ance crisis hit in

the late '7Os and

early '8Os. Premi- ..ir

ums suddenly sky-
rocketed, capacity
vanished and Mr. Mr. Salman

Salman found

himself crafting Health & Hospital Corp.'s first self-insurance pro-
gram for professional liability/medical malpractice.

Mr. Salman admitted to hiring outside consultants to help with
tasks with which he didn't have a lot of experience. But, in the
early days, "it was like the blind leading the blind," he said.

One of his biggest challenges was convincing doctors of the value
of loss prevention efforts.

"I enjoyed working as a hospital risk manager because the type
of people you encounter are highly intelligent and very bright." Mr.
Salman said.

But, the downside was resistance to change, he noted. Being told
how to do their jobs by a risk manager, whom they considered a lay
person to the medical field, was not easy, he said.

His efforts eventually paid off and today Mr. Salman, 47, consid-
ers his early days in health care risk management the best training
ground he could get to prepare him for his current position as pres-
ident and chief executive officer of Kentucky Medical Insurance
Co. in Louisville.

Continued on page 76
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Dispute
Continued from page l
Marovich in U.S. District Court in

Chicago could be the last step in the
convoluted process that began with
the 1991 warehouse fire in Seclin,
France.

If Allendale Mutual Insurance Co.

convinces the judge that it deserves a
declaratory judgment because the
policyholder set fire to the ware-
house, then Bull Data Systems and
Zenith Data Systems will be unable
to recover under their property in-
surance policy.

If not, Allendale's next step will be
to mount a coverage defense, arguing
that Zenith and Bull Data overstated

the value of the inventory in the
warehouse and the extent of the cov-

erages.

Zenith Data Systems France and
Zenith Data Systems Europe are
business units of Buffalo Grove, Ill.-

based Zenith Data Systems, which
itself is a part of Bull Data Systems,
a legal entity created to acquire and
insure a microcomputer business and
inventory purchased from Zenith
Electric Co.

Ultimately, the French government
holds a significant interest in those
enterprises through its extensive
shareholdings in the companies' ulti-
mate parent, Cie. des Machines Bull.

Allendale's position basically cen-
ters on the assertion "that the defen-

dants are responsible for (the fire),"
said Robert M. Kalec, a partner with
Altheimer & Gray in Chicago, which
is representing the insurer.

John J. Pomeroy, general counsel
for Johnstown, R.I.-based Allendale,
said the insurer is confident it will

be able to prove the arson charge.
"The matter is in litigation and it's
really not fair to comment beyond
that," he said. "I think the docu-
ments we have filed speak for them-
selves."

.

Zenith Data Systems officials,
while also declining to talk about the
case because of its proximity to trial,
contend, however, that investigations
of the fire by French authorities
"completely debunk" any charges of
arson.

Ina second count in its arson

claim, Allendale contends that if it is
found liable for coverage of losses
from the fire, then liability should be
limited to 248 million French francs

(about $48 million), the sublimits of
a policy issued through Factory Mu-
tual International to the French com-

puter companies to cover property in
that country. The computer compa-
nies have argued that they wem led
to believe their coverage had no sub-
limits.

Parallel legal proceedings in
France, in which the computer com-
panies are seeking to force Allendale
and Factory Mutual International to
pay their claim for complete cover-
age, are on hold until the US. Dis-

trict Court case is resolved.

The computer companies also have
filed complaints in this country,
though those actions have since been
consolidated with the Allendale suit
as cross-claims and counter-claims.

Not surprisingly, jurisdiction has
been a key issue in the case to this
point, with the computer companies
arguing it should be tried in France
and Allendale contending their claim
should be heard in U.S. courts.

With French authorities never

having determined that the fire was,
in fact, arson, Allendale has argued
that it's not possible for it to effec-
tively litigate a civil arson defense in
French courts without an arson con-
fession or conviction.

"It seemed to us that because the
fire occurred in France and all the
witnesses and all the documents

were in France, that it made sense
for the trial to take place in France,"
said Bruce E. Fader, a partner with
Proskauer Rose Goetz & Mendel-
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sohn in New York, who is represent-
ing Bull Data and the Zenith Data
operations. "Allendale contended
that they couldn't get afair shake in
French courts."

By March of 1993, the U.S. Dis-
trict Court judge was clearly begin-
ning to tire of the attorneys' jurisdic-
tional wrangling. "I think you people
are tap dancing with me and I'm not
going to put on my tap dancing
shoes," Judge Mamvichtold the at-
torneys during a pretrial hearing.

He also suggested that the govern-
ment of France wouldn't suffer by
being forced to wait for his ruling.

"There is nothing in the world that
is going to destroy the government of
France until I can rule on this

thing," the judge said.
Bringing additional color to the

case is the tale of the lone witness to
the fim, night watchman Pascal Tho-
mas.

The computer companies allege
that while Allendale had invited Mr.
Thomas to come to the United States

at its expense to discuss his testi-
mony, the insurer was in fact at-
tempting to sway his testimony with
a grand tour of the United States
and offers of up to $10 million.

Those charges are "nonsense," said
Allendale's Mr. Pomeroy.

Chief Judge Richard A. Posner of
the 7th U.S. Circuit Court of Ap-
peals wrote the opinion on Allen-
dale's unsuccessful appeal of a lower
court order that the insurer refrain
from future conversations with Mr.

Thomas without the computer com-
panies' representatives present.
Judge Posner had his own take on
the allegations.

"One imagines that $10 rnillion
would be a pretty powerful per-
suader," noted Judge Posner, who
added: "These are lurid accusations,
in fact defamatory, but it is privi-
leged defamation and, for all we
know, true,"

Deposed by the computer compa-
nies in July, Mr. Thomas answered
"all interesting questions by pleading
the Fifth Amendment," Judge Posner
noted in his opinion.

As the case has developed, both
sides also have sued broker Alex-

ander & Alexander Inc, alleging
negligence and misrepresentation,
with A&A bringing a cross-com-
plaint against Bull Data.

Bull Data's and the ZDS units

complaints against A&A focus or.
the charge that they believed it had
obtained total blanket coverage for
their operation, without the sublim-
its included in the Allendale policy.

A&A counters that while Allen-

dale initially agked on complete
coverage, a subsequent binder in-
cluded the sublimits--a point that
A&A says it repeatedly called to Bull
Data's attention even though the
computer companies renewed the
coverage twice with sublimits in
place.

As for Allendale's claims that the
broker misrepresented the relation-
ship between Bull Data and the
ZDS units, A&A contends that the
paper exists to prove the relation-
ships were clearly spelled out when
the coverage was secured.

But the claims against the broker
will be moot if Allendale proves its
arson claim.

Meanwhile, although the key par-
ties won't rule out a settlement,
there's no indication that the case
will be resolved outside the court-

room, either.
"In this sort of situation, until the

verdict is returned I suppose there is
always the possibility for a settle-
ment," Allendale's Mr. Pomeroy said.
"We expect trial to begin on Sept.
19."

"It's always possible," said Mr
Fader, who's representing the com-
puter companies. "But the partes
haven't been anywhere near eack
other, so I think we'm all planning tx
go forward." mIl
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AT&T plans to add investment options
BERKELEY HEIGHTS, N.J.-

AT&T Corp. is overhauling its $10
billion defined contribution plan
for management employees to
broaden investment options and
shift certain record-keeping costs
to employees.

The plan has about 104,000 eli-
gible employees, of which 87%, or
about 90,480, participate, a
spokeswoman said.

The old defined contribution

plan offered five investment fund

options to employees, including
government obligation and vari-
ous stock funds.

The new plan offers 10 options:
• Three AT&T custom funds,

including a U.S. fixed income
fund, a U.S. equity fund and an
international securities fund.

• Three mutual funds managed

Benefit Beal

by Fidelity Institutional Retire-
ment Services Co. of Boston.

These are Fidelity's Retirement
Money Market Portfolio, Equity
Income Fund and Magellan Fund.
• Three new risk-diversified

funds that will be composed of in-
vestment units bought from the
managers of the AT&T custom
funds. The risk-diversified vehi-

cles will be designed to offer em-
ployees varying degrees of invest-
ment risk, which AT&T catego-
rizes as conservative, moderate

and aggressive.
• An AT&T stock fund, which

was held over from the previous
plan.

Management employees may
participate in the plan either on a
pretax or aftertax basis, and
AT&T continues to match 66.66%

of employee contributions up to
the first 6% of salary.

Along with the added invest-
ment options, the company is
switching to daily valuation of ac-
count balances from the previous
monthly valuation and is sharply
reducing .he time required to pro-
cess employee investment changes
and withdrawals.

While changes in an employee's
investment mix and withdrawal

requests used to take 45 to 60
days, the new system will take a
maximum of seven to 10 days, the
spokeswoman said.

The new plan will also shift
some added costs to participating -By Douglas McLeod

E- celle'lc€
It transcends ability. Pushes beyond expertise.

In a reinsurance intermediary, it's » the experience to identify the most
creative solutions to today's most i difficult broking assignments.

Excellence. Accept nothing less.

employees, requiring them to pay
up to $30 a year to cover record-
keeping expenses.

AT&T will begin investing new
contributions in the new invest-
ment funds this month. Old bal-

ances will be moved into the new
funds in November and Decem-

ber, and daily valuation of bal-
ances will begin in December, the
spokeswoman said.

The changes were "employee-
driven," resulting from employee
demand for a broader choice of

investment options, she said.
AT&T officials hope that the

company's union employees will
agree next year to similar changes
in the union defined contribution

plan, which has more than $3 bil-
lion in assets.

j
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Schwab's 401(k) plan
SAN FRANCISCO Discount

securities brokerage Charles
Schwab & Co. is seeking to rede-
sign its 401(k) plan to give em-
ployees a wider range of invest-
ment options.

Schwab, which currently offers
participants six investment op-
tions, including company stock,
plans to increase its offerings by
an unspecified amount to maxi-
mize investment options for em-
ployees, said Louise Rothman, vp
of compensation and benefits in
San Francisco.

Sending out the required disclo-
sure information on numerous in-

vestment options, though, can
present logistical difficulties, said
Ms. Rothman.

"I think a lot of us are trying to
figure out how we can keep em-
ployees educated on the fund
choices and at the same time open
up choices to a world of funds
available to them. That's the di-

lemma," she said.
Schwab doesn't want its 401(k)

plan to be as protective as those of
some companies. Instead, the
company wants its plan to reflect
its philosophy as a discount bro-
ker of not giving advice, and to
educate its 6,000 employees to be
informed consumers.

"We want to empower our em-

ployees to make sure that they
have as much flexibility and op-
portunity to be their own investor,
which is what (Chairman Charles
Schwab's) philosophy of Schwab
is all about," Ms. Rothman ex-
plained.

Currently, the firm's 401(k) plan
has total assets of $78.3 million

and a participation rate of 78%
among eligible employees.
Schwab also has a $24.1 million

profit-sharing plan.
The company is moving toward

a paperless administration system
and has put the job of record
keeper, which is now handled by
Buck Consultants Inc., up for bid.
A decision is expected to be made
in about a month, said Ms. Roth-
man.

-B Judy Greenwald

NWNL Cos.

to buy USLICO

MINNEAPOLIS--NWNL Cos

has signed a definitive agreemen
to acquire Arlington, Va.-base,
United Services Life Insuranc

CO.

The acquisition, in the form of
stock swap, is valued at more tha
$200 million.

Under the agreement, all US
LICO shareholders will receiv
0.69 shares of Northwestern Na

tional Life Insurance Co.'s com
mon stock for each share of UE

LICO common stock, plus a spe
cial 50 cent cash distribution pt
share.

At a closing price of $29.88 pE
share last week, the entire deal
worth about $228 million.

The acquisition is expected 1
be completed sometime in earl
1995. Upon completion, the t,
life and group health insurers wi
be based in Minneapolis.

Northwestern National Life II

surance wrote more than $31
million in gross group life prem
ums in 1993.

USLICO wrote about $31.7 mi
lion in gross group life premiui
last year.

-B Sally Robe'r
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Opinions

Work comp roadblocks
 NOTHER ROADBLOCK to introducing man-aged care in workers compensation is being
erected.

Efforts are under way in Arkansas and Colorado to
amend the state constitutions to give injured workers
unrestricted choice in selecting their own health care
provider. We hope employer campaigns against these
ballot initiatives are successful, or this trend could
spread and employers' workers comp costs would re-
turn to the dismal state of a few years ago.

In Colorado, the amendment does not even specify
that a worker would be required to see physicians.
Any "health care providers" would be all right.

Some observers are concerned that letting workers,
rather than employers or insurers, choose providers
could open the floodgates to all sorts of quack doc-
tors or forms of alternative medicine-like acupunc-
turists, homeopathy and healing with crystals. But
the efficacy of alternative medicine is not the main
issue here, it is the risk of not having qualified occu-
pational injury specialists treating workers' injuries.

Employers have made great strides in recent years
in forging partnerships with physicians to improve
treatment of injured workers and get them back on
the job as soon as possible. This has significantly re-
duced medical and indemnity costs and kept lawyers
out of the loop.

The odds are slim that other health care providers
or unfamiliar doctors would work as closely with em-
ployers to achieve those goals.

How do employers resist efforts to erode the prog-
ress they have made with managed care in workers
cornp?

A good effort is under way in Colorado, where a
business- and insurer-backed coalition has launched

a campaign to inform voters of the adverse economic
ramifications of the proposed initiative. It contends
the dangers include inadequate care, greater oppor-
tunity for fraud and sharply higher costs for employ-
ers.

6

-4 9,

COMP
T5

is TRAT BARTING 16 mEL btrfER, LLA?
A similar campaign has been launched in Arkan-

sas, where in addition to pushing for unrestricted
choice of provider, the initiative seeks to amend the
state constitution to allow workers to sue employers
that knowingly maintain unsafe workplaces.

While we hope these campaigns are effective and
urge employers to get involved in them now-before
it's too late to complain-they are really just damage
control.

What is still needed is for employers to begin or
continue efforts to make workers, organized labor
and, in some cases, physicians, comfortable with the
concept of managed care.

Employers have made great progress on this front
to date. But they must continue to demonstrate that
managed care delivers high-quality care, as well as
lower costs, if they are to avoid similar attacks on
their cost control strategies in the future.

Letters

Bl's Harry & Louise label will live on in infamy
To the editor: I am starting to wonder

just who Business Insurance thinks buys
the magazine. If you don't remember,
the folks who read your publication are
people involved, one way or another, in
the risk management business, including
people who provide services to risk
managers. Some of these are people who
are very well experienced in the prob-
lems of the provision and funding of
health care for employees and their fam-
ilies.

The June 13 editorial, "Delay Major
Health Reforms," bemoaning the tempo-
rary setback of federal government
plans to take over control of health care,
as well as a sentence, in the Sept. 12 ar-
ticle, "Initiative Threatens Reforms," re-
ferring to the "infamous 'Harry & Lou-
ise' campaign," are revealing.

The word infamous, in particular, sent
me to the dictionary to see if it was as
strong a word as I recalled. It is. Web-
ster's New World Dictionary defines it
as: 1. Having a very bad reputation; no-

Business Insurance welcomes let-

1 ters from its readers. Please keep 
i your comments as brief as possible. ,
, We reserve the right to edit letters
j for clarity or space. We wilt not .

publish unsigned letters. Send your 1
f comments to Letters to the Editor,

, Business Insurance, 740 N. Rush
, St., Chicago, Ill 60611-2590. 1

torious; in disgrace or dishonor. 2. Caus-
ing or deserving a bad reputation; scan-
dalous; outrageous.

So I am led to think that you think
that turning over the funding and ad-
ministration of health care to the tender

mercies of the federal government might
be a good idea. If that is the case, I begin
to wonder whether my continued sub-
scription to your magazine is a good
idea.

I will bet that most of your readers are
not in favor of a nationalized health care

system and that many of them consider
"infamous" this administration's com-

mitment to, and congressional acquies-
cence in, increasing federal expenditure
and intrusion into the daily lives of peo-
ple. Editorially, you give the appearance
of being, like this administration, politi-
cally to the left of your constituency.
I've come to expect it from the daily pa-
pers and televisions, but it is mildly sur-
prising to see it in Business Insurance.

John P. O'Neill

Wheaton, Ill.

Concerns about NewCo's future
To the editor: Congratulations on the

scope and depth of reporting in the Aug.
29 issue on Lloyd's of London. A signifi-
cant difference between your coverage
of Lloyd's problems and that of most
others was that your staff brought to-
gether so many relevant issues in one is-
sue.

I was especially interested in the
NewCo proposal. While the benefits of
combining all treatment and settlements

, of the pre-1986 syndicate open years
clearly has significant advantages, some

t important questions still linger.
For example: What happens if some

day the assets of NewCo are deemed to
be excessive? Or inadequate? In the for-
mer case, who would receive the excess
funds? In the latter, is there no further

1 recourse?

Furthermore, if there is no further re-
course, what would be the impact of
that on the day-to-day operations of
NewCo?

As I understand the articles, the size
of additional reserves needed by syndi-
cates now to constitute adequate re-
serves for NewCo are variously esti-
mated to be anywhere from 500 million
to 4.6 billion pounds ($780 milliob to
$7.18 billion). That is quite a spread.

I suppose the most salutary impact
could be a rush to commute before the

well runs dry.
In theory and with good negotiators,

that could have the beneficial effect of

running out of losses before NewCo runs
out of funds.

Dewey P. Clark
Madison, N.J.
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l Business is looking-uE] Your long-term plan is on track. How can you

protect that vision with a single-year risk management program?

Centre Re offers a farsighted alternative-three- and five-year contracts

that provide [stable terms ard conditions to safeguard your comp 2.ny from

potentially damaging market fluctuations.

Centre Re contracts are broad-based w thout the traditional exclusions 1 that

can blindside your company with losses fiom unu>ual or unpredictable

events. Our clients |shars n the proFit]of favorable loss experience. effec-

tively reducing their cost of risk, often significartly. Ongoing refiews

enable our clients to change coverages as their needs change.
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SURANCE INTERMEDIARY

To bean effective

* reinsurance intermediary
, we have to know your

4 business as well
55

as our own.

JIM DOWD, Chairman and CEO

Willis Faber North America, Inc.

At Willis Faber North America, we're

committed to delivering superior

reinsurance prograins based on the

real-world needs of our clients.

You can rely on our years of

experience in such areas as

Accident & Health. Aviation, Surety,

F inancial Reinsurance. Marine,

Medical Malpractice, Municipal

Liabilities. Political Risk, Professional

Liability, traditional Property and Casualty

coverages, Transportation :mci Workers'

Compensati)n.

You are the reason we're investing in the

development of our actuarial services,

risk-based capital and exposure analysis.

Willis Faber North Anierica is one of

Anierica's leading intermediaries, and

together with our partners in London. we are

the leading interniediary for mternationally

placed reinsurance.

As the reinsurance intermediary arm of

Willis Corroon Group, we are strongly positioned

for growth in the years ahead.

Willis Faber North America.

Because we understand your business.

WILLIS FARE R NORTH AMERICA

88 Pine Street, Wall Street Plaza, 28th Floor

New i'ork, NY 10005-1934 Telephone: 212-820-7600
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Insurer Topics

Insurer recruits coach to boardroom team the board

"I'm a simple, fundamental per-
son" with a "good insight into
how businesses operate," he said

By SALLY ROBERTS However, he said that he is tak- bers both want the corporation to Mr Holtz, who coached the Mr Holtz will sit on the corn*-

ing his new position seriously and be successful Fighting Irish to the 1988 national pensation committee of Anthem

J
oining the ranks of past and will bring some common sense to And the key to being successful championship title and whose Casualty, which meets twice a year
present chairmen, presidents the table is being able to solve problems knack for bringing out the best in before two of the four quarterly
and chief executive officers "You don't ever have to say, Whether lt'S coaching football or his players earned him a reputa- board meetings
of large corporations is An- 'What do you think about ' If I running a mal or corporation, tion as one of the top college Anthem Casualty is a property/
them Casualty Insurance feel strongly about something, I "people who solve problems are coaches, said he is uncomfortable casualty insurer, founded m 1993,
Group's newest outside will voice my opinion," said Mr people you want to be around," he around "facts and figures" but has with 1993 gross revenues of $340
board director-Lou Holtz, Holtz said other qualities that he can offer million

head football coach at the Univer- But, "I can only tell you what I
sity of Notre Dame feel as a novice I don't know ev-

"We were looking for someone erything about insurance," said
who would ask the tough ques- Mr Holtz, adding that he deliber- IVANS now stock corporation
tions" and give "alternative view- ated before accepting the board
points," said Dan R Carmichael, position "My only experience Member companies to benefit from ownership stake in networkpresident and chief executive offi- with insurance is from policies,
cer of Anthem Casualty, a subsid- and I've cashed in very few of By SALLY ROBERTS transfer their shares upon leaving ated losses and there was no prob-,
tary of The Associated Group in In- them " the company, subject to certain re- lem with its non-profit status, Mr
dianapolis And while Mr Holtz says his first embers of the In- strictions imposed by the Securi- Barham recalled But, once "we

Mr Holtz said that sitting on a priority will always be Notre surance Value ties and Exchange Commission broke into the black, our status as a
corporate board is unusual for a Dame, "I look on this as a serious Added Network and IVANS non-profit was at risk "
college football coach because of obligation," he said Services now have Among other benefits, IVANS Also threatening that status was
the time demands, and added that Board members' major responsi- a tangible form of can sell its unissued shares to raise the Internal Revenue Service,
his knowledge of insurance is very bility is to the shareholders The ownership in the capital instead of raising members' which in a 1990 audit questioned
limited shareholders and the board mem- organization dues or Increasing assessments on the organization about retaining

Since it was founded 11 years them. earnings but not declaring divi-
ago, Greenwich, Conn -based In what started as a small organi- dends

INSURANCE • REENSURANCE
IVANS has operated as a non-profit zation enabling Independent At that point it was a non-stock
membership corporation offering agents to communicate via an membership corporation and
its 450 members and 50,000 users electronic data network with in- wanted to avoid possible tax pen-

CORPORATE • REGULATORY • D[SPUTE RESOLUT]K)N in the insurance community elec- surers, IVANS has become large alties in a future audit, so IVANS

SERVI.\G IHE SOUIHE·\St SJNCE 1961 tronic access to one another to enough to wield clout and offer decided it would eventually have
help improve communication members an array of cost-effective to become a stock corporation, Mr
throughout the industry programs geared to improve corn- Barham said

RAGSDALE, LIGGETT & FOLEY At the end of July, members munications. In August, IVANS authorized is-
"overwhelmingly" approved a "We've grown so much that we suing 1 million common shares

La=yers plan to transform IVANS into a no longer ftt the organizational ba- 700,000 are being distributed to
private stock corporation, now sis that we were founded on," ex- member companies that joined
known as IVANS Inc plained Robert Y. Barham Jr, IVANS prior to January of this

Coe [Act FRANK R LIGGETT OR

RAL F 1(,H, NORTH CARC)1 IPA As shareholders in a private cor- IVANS' president and chief execu- year, and 300,000 are being held
Pi' 1 1, R M FOI FY A r (919) 787-5200 poration, member companies now ave officer by the organization as treasury

have dividend rights and can In the early days, IVANS gener- Continued on page 421
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IT Briefs

Continued from previous page
ities include promoting insurance
careers among college students
and facilitating the interaction of
educational institutions, the insur-
ance industry and professional or-
ganizations, has 35 chapters at col-
leges and universities with insur-
ance programs.

The Columbus, Ohio-based fra-

ternity conducts the annual con-
ference to train chapter officers,
provide a forum for faculty advis-
ers, present chapter awards and
convene the annual meeting of its
board of trustees. This year's
Gamma lota Sigma conference will
include programs on the global in-
surance marketplace, chapter man-

agement and ethics.
For more information, contact

the Gamma Iota Sigma headquar-
ters at 614-891-4242 or the frater-

nity's national president, Mike
Hubbel, at The College of Insur-
ance, Center for Professional Edu-

cation, 101 Murray St., New York,
N.Y. 10007-2132; 212-815-9203.

Insurance seminar

NEW YORK-Willis Corroon

Corp. of New York will sponsor a
free seminar on "Planning Ahead:
The Insurance Marketplace 1995-
1996" on Oct. 12.

The event, which will be held at
the World Trade Center offices of

Salomon Brothers at the corner of

Church and Vesey streets in New
York, will include an 8 a.m. conti-
nental breakfast before the semi-

liliailiallila 1 *!mij.
4 H 9 th .mul#&#...  -
al imil :i lisli"' *5561 13 .il,

· -,c=al '.-: -3F M E 5 E . 2
f .

- m i ,
-- --3

_ukie,»,K ·u «DY,-*A,1

nar begins.
For more information, contact

Debbie Ciaburri, Administrative

Assistant, Willis Corroon Corp. of
New York, 7 Hanover Square, New
York, N.Y. 10004-2594; 212-344-
8888, ext. 230.

Consulting firm formed
LAFAYETTE, Calif.-A new com-

pany has been formed to provide
management consulting and stra-
tegic planning advice to insur-
ance companies, agents and brok-
ers.

The firm, Shoemaker-Weber
Inc., was established by Richard
Shoemaker, president of Fair Oaks,
Calif.-based IR Group Cos., and
Donald R. Weber, who was for-
merly execuzive vp and chief oper-
ating officer of JIB Inc., the U.S.

Brs Directory of U.S.-Based Corporate Buyers of Insurance, Benefit Plans and Risk Management Services, published
for 12 years in a printed volume, now is available in an electronic edition for IBM-PC and compatible computer users.
Now, you can print your own labels or reports in a variety of formats with the much of a key.

The new BID Software is a self-contained program ... just load it in and put it to work. Each alphabetical listing includes:
• company name, address, telephone and fax
I nature of business

I company size in assets or sales
• number of employees

I corporate buying influentials by name, title and area of responsibility.

The BID Software

I puts more than 14,000 corporate buying influentials from nearly 2,700 companies throughout the U.S. at your
fingertips

• puts the facts and figures you need easily at hand
• lets you search by company name; geographic location - including city, state or zip code; company size - by range

in assets, sales or number of employees; or indiviual's name, title or area of responsibility.

And, with BID Software

• mailing labels or hard copy reports are just a keystroke away.

To install and use the BID Software you must have:
I an IBM-PC or 100% compatible computer • 512K RAM

I 3.5" or 5.25" low density floppy I DOS version 3.1 or above

I 7MB free hard disk space

To order the 1994/95 BID Software forthe Business insurance Directog of US.-Based Comorate Buyers for only $595,
complete the form below and mail to:

Dorothy Wood, BID Software
Business Insurance

965 East Jefferson Avenue, Detroit, MI 48207

Or, fax your order to: Dorothy Wood, BID Software, 313-446-1650

-----------

Format for BID Software: 0 3.5" disk 0 5.25" disk

Residents of the following states are required to pay corresponding sales tax:

CA ... 71/4% IL... 821/40 MI ... 4% NY.„ 4% NYC.. 81/4% OH... 5%

Enclosed is a check for $ payable to Business /nsurance,

or charge my: O VISA O AmEx O MasterCard O Discover

Account #

Name

Title

Company

Address

City

Phone (- )

Expiration Date:

State Zip

Fax ( )

unit of London-based broker JIB
Group P.L.C. Prior to that, Mr.
Weber had been chairman and

chief executive officer of Financial

Guardian Group, which was ac-
quired by JIB.

Mr. Weber has been named pres-
ident of the new management
consulting firm, which is based in
Lafayette, Calif.

"When I attend Greenbrier and

other association meetings, I talk
with those executives who are ex-

periencing the challenge of taking
regional operations to a larger
scale. I have some ideas that I be-

lieve could maximize the progress
of those firms and I am anxious to

share them," Mr. Weber said.
Shoemaker-Weber Inc. is located

at 3470 Mount Diablo Blvd., Suite
A-150, Lafayette, Calif. 94549;
510-284-3877.

Corporate bliyers
are a

keystroke awa,

\

 ORDERFORM

Business
Insur«nce®

.

New actuarial consultant

BLOOMINGTON, Ill.-A new ac-

tuarial consulting firm, Miller,
Rapp, Herbers, Brubaker & Terry
Inc., has been formed in Bloom-
ington, Ill.

The firm's principals are Michael
J. Miller, Jerry W. Rapp, Joseph A.
Herbers, Randall E. Brubaker and

Karen Fulton Terry. All were for-
merly with the Bloomington office
of Tillinghast.

The new firm, which has a 17-
member staff, will also have an of-
fice in Barrington, Ill.

Miller, Rapp, Herbers, Brubaker
& Terry will provide: competitive
analyses, pricing management ser-
vices, reserving analysis and public
opinions for statutory financial
statements, expert testimony for
regulatory hearings and insur-
ance-related legal proceedings. The
firm will also provide other con-
sulting services.

Texas filing guide
AUSTIN, Texas-The Texas De-

partment of Insurance has pub-
lished a reference guide to filing 
information with the state.

The 47-page booklet, "Filing
Smart," includes deadlines, tele-

phone numbers and addresses for
filing with the Department's Fi-
nancial Program, and is organized
by category of company, such as
property/casualty or life/health.

Free copies are available from
the Department of Insurance, Pub-
lications (MC108-SA), P.O. Box
149104, Austin, Texas 78714.

III now on Internet

NEW YORK-Insurers can now

find products and services from
the Insurance Information Insti-

tute on the Internet.

Consumer publications, bro-
chures and financial results for the

property/casualty industry will all
be online and updated quarterly.

All can be accessed through the
address: GOPHER.INFOR.COM.

For more information, contact
Marjorie Gordon, III Director of
Information Services, at 212-669-
9264. /01
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Risk is an inherent part of the insurance

industry Eut some risks, like the ones as26ciated
with global investments, can be measured, .

managed and yes, controlled. That is, if you're

given the right tools. Mellon Trust offers the most
sophisticated global custody capability in the
financial services industry today One that includes

a superior global network. Global securities .

lending. And unparalleled multi-curreng-

accounting. All delivered through Executive
WorkbencM for Windows Our approach to client
service is also impressive. We provide a specialized
insurance team that includes dedicated senior

management and hands-on service. To know more

about Mellon Trust, call Jim Flannery

at 1 800 597-1459. There's no risk involved. „

© 1994 Mellon Bank Orporation
Mellon Trust is a servie e mark of Mellon Bank Corporation.
® Registered in U.S Patent and Trademark Office
Windows is a trademadc of Microsoft Corporation.
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Perspective

Doing business in Russia
By John J. Hampton
and Valery Vyatkin

T WO ARTICLES IN the May 21 edition of "TheMoscow Times," an English-language paper,

illustrate the problem for the future of the insurance
industry in Russia.

The first is headlined "Premier Offers Profit Tax

Holiday" and deals with Premier Viktor
Chernomyrdin's proposal to resolve Russia's economic

crisis. He said the government would cut basic taxes
by 10% to 20%.

The second is titled "Wild West Saloon Moving to
New Staging Post." It discusses the problems facing

The Crazy Horse Bar, a "popular watering hole for
Russians and foreigners alike since opening in
January." It seems that the owners had an
unidentified Russian partner who had promised to use
his "connections" to acquire the necessary building
permits from the massive Moscow bureaucracy.
Unfortunately, he failed.

One inspector found the building to be "arbitrary,"
another observed that it was constructed of wood and

therefore was a fire hazard. Still a third found that it

encroached upon a sidewalk, a fourth found the
hanging of "an unauthorized sign." After being hit
with a fine of 25 million rubles (about $11,095), the
owners were forced to start over and move the bar to a

new location.

It took six weeks to build the original bar and four
months to clear minimum bureaucratic hurdles to

open it. Now additional moving expenses must be
incurred.

The owners of this business do not need Mr.

Chernomyrdin's tax holiday. They need relief from the

government bureaucracy. And herein lies both the
danger and the opportunity for insurance companies,
brokers and risk management specialists in Russia in
the near future.

Under communism, China eliminated domestic

insurance during the period from 1949 to 1978. No
such thing happened in the Soviet Union, where
insurance mechanisms have operated since the
Bolshevik Revolution in 1917. According to

government-published figures, in 1989 the Soviet
Union ranked sixth or seventh in the world in

insurance volume, with somewhere between 2% and

3% of total global life and non-life premiums. And it
did this as the third most populous country in the
world.

The level of insurance reflected a moderately high
level of economic activity. For instance, the Soviet
Union's per capita gross domestic product was about

$4,000 in 1989, compared with $12,000 in the United
States. While it wasn't a Western-style economic
system, it was not invisible, either. The system had
personal and business assets to protect. This is the
business of insurance.

Western business skills are not unimportant in
Russia, but survival is a much more powerful teacher.
Russians know that a wise man yields in the face of

To illustrate this point, one only has to consider the
greater power.

current status of the traffic police, found it seems on
virtually every corner in Moscow. If they stop a
vehicle for a routine inspection, they are going to
extract a fee, no question about it. It begins when they
wave a wand with a white circle surrounded by a red
ring. It is the signal to pull over. Most drivers do. Then
begins an inspection of the car. "Is that a crack in
your windshield? Were you driving too close to the
line for the next lane of traffic? Is the glass covering
your headlight dirty?" Finally, something will be
settled upon.

Then the discussion begins. Maybe you will be
asked to sit in your car. If you have a passenger, you
will stand in back while the passenger remains in the
car. Lacking witnesses, the officer will explain a
potential problem to you. "How unfortunate," he
might say. "Maybe the car will have to be impounded

Crazy Horse Bar
serves as parable
for bureaucracy

insurance industry
faces in Russia

as an unsafe vehicle. How will you get home?" Then
you think, "How much time and money will it take to
retrieve my car from the ponderous Russian
bureaucracy?"

And then the policeman makes a suggestion. For a
small fee, he might be able to give you another chance.
You will correct the offending problem immediately
tomorrow morning. No one needs to know. All will be
well.

At somewhere between $10 and $20, all matters are
settled. With a smile on the faces of both parties, the
policeman and driver say goodbye. And all is
forgotten until the next time someone waves a stick
with a white center surrounded by a red circle.

This is the system in Russia. What does it mean for
insurance?

Simply stated, changes will have to occur before a
modern insurance industry can emerge.

If there is no respect for the law by police officers
themselves, how can one expect insurers and
customers to honor their contracts? Thus, changes are
needed in Russia to produce a viable insurance
industry.

A historical perspective

Modern insurance in Russia can be traced to the end

of the 19th century. The business actually grew in a
healthy and dynamic way, similar to the developments
in western Europe and other prosperous capitalist
countries.

Insurance literature was being developed
concurrently with the growing complexity of
coverages and contract forms.

In fact, some Russian publishing companies are
making money in 1994 by reprinting pre-1917 books
on insurance and banking. A review of these

publications indicates that they are historically
interesting and practical albeit archaic.

Shortly after the Bolshevik Revolution, insurance
was nationalized, as were all other financial services,

by a decree issued by Vladimir Lenin. Two
state-owned insurance companies were established at
this time:

• Gosstrakch became the domestic insurer and

evolved into an extremely formal and bureaucratic
entity.
• Ingosstrakch handled international business

coverages and operated much like a Western
insurance company.

The view of the Russian people toward insurance
was molded by the behavior of the domestic insurer.

Experiences were quite negative for most individuals.
For one thing, Gosstrakch shrouded its operations

in secrecy. A policyholder could not even obtain the
full text of an insurance contract. After purchasing a
policy, Gosstrakch issued only a one-page document
that summarized the coverage. Secondly, when a loss
occurred and a claim was filed, it activated a massive,
secret bureaucracy that resisted the payment of valid
claims.

The result was that the people became accustomed
to accepting insurance as a kind of malicious trick
enforced by the state.

Even today, many Russians joke that Gosstrakch
could come from either of two Russian

words-"strakch" which means fear or terror, or

"strakchovaniye" which means insurance.
The situation today is changing. Private insurance

companies began to form in response to the financial
reforms initiated in the late 1980s by Mikhail
Gorbachev. The de-monopolization of financial

services continued with the issuing of a "Law of the
Russian Federation on Insurance," which became

effective Jan. 1, 1994.

The emerging insurance market is described in some
detail in a report titled "The Insurance Market of

Russia, 1994" issued by the Federal Insurance
Supervisory Service of Russia. The report shows that
Gosstrakch is still the leading insurer in terms of the
volume of business and variety of coverages. It further
shows actual or potential competition on every side.

As of Nov. 1, 1993, more than 1,500 insurance

licenses had been issued to prospective insurers, an
unknown number of which were actually conducting
operations. And 700 or so applications for licenses
were awaiting approval. The report shows that the
2,200 licenses or applications are divided into three
areas: some 900 for property insurers, 700 f6r inland
marine, and 600 for life insurance. Of these numbers,

the overwhelming majority involve only native
Russian investors. Fewer than 20 of the insurers have

been or are being formed with the participation of
foreign capital.

As a point of comparison with the official report,
attendees of a recent seminar at the Academy of
National Economy estimated that Russia had between
900 and 3,000 private companies as of May 1994. The
discrepancy in the number stems from the difference
between operating entities and companies that exist

only on paper. Attendees also indicated that any count
of Russian insurers would be a moving target as a
result of the new insurance law that was being drafted
this summer.

The law will affect the status of existing and
proposed companies in unknown ways. It does appear
that Russia is moving rapidly toward higher standards
for insurance company solvency. Licensed companies
that lack financial strength may not qualify to offer
insurance. Other reforms and clarifications in the law

are expected, either later this year or over a period of
years, as the government attempts to create a modern
regulatory process that increases the chances of sound
insurance practices in the marketplace.

How many insurance companies are licensed for
operations in Russia now? The answer is thousands,
but many companies may not survive the scrutiny of
the new law. Furthermore, many licensed companies
may never get started in business. And we might
expect a continuing lag in information on which are
approved and active and which are not.

Aside from lack of information, there is a movement
to shift coverage for a major portion of the Russian
market to private insurers from the
government-owned insurance companies. Unless the
political door closes once again, which is possible but
unlikely, the seminar attendees believe, the West
should encourage Russia to make internal changes to
permit a stable and viable insurance industry to
emerge.

Zeroing in on needed changes

A massive bureaucracy that can destroy individual
initiative is quite harmful to an insurance industry.
Companies must be formed with risk capital and have
the ability to accept risks at premium levels that
compensate for losses and allow profits. Regulatory
requirements that restrict rates and limit flexibility in
assessing exposures and covering them would slow the
growth and level of sophistication of the market.

This does not mean that Russia does not need

insurance regulation.
On the contrary, no one is served by

undercapitalized and poorly managed insurers. The
government should:

• Require minimum capital.
Continued on nezt page
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• Restrict premiums written to reasonable levels

compared with the amount of capital contributed by
investors.

• Require standardized accounting of insurance
company financial results.
• In the consumer market, the government should

also approve policy forms and require honest dealings
with policyholders.

Imposing additional bureaucratic regulation,
including approvals required from multiple agencies
of the government, would be a serious impediment to
development of the industry.

Legal accommodations

Insurance policies are interpreted in a structure of
contract law. Insurance disputes are resolved in the
framework of tort law. Fraud and other dishonest

behavior falls under the purview of criminal law.
Two different legal factors are likely to affect the

future of insurance in Russia:

• The laws must be developed so that individuals
and organizations know the rules. What does the
contract mean? How will it be interpreted by the
insurer? How will a court or government agency rule
on a dispute in wording or intention? It will take many
years to get answers to the major questions that affect
insurance policies. First, laws must be passed to
provide the framework, then an efficient and low-cost

dispute resolution system must be implemented.
Finally, experience must be gained in interpreting the
meaning of various parts of insurance agreements.
• The legal system must respond fairly to the

processing of claims. If insurers with political
connections can avoid paying legitimate claims, there
will be no confidence in the system. If the courts or
arbitrators in the bureaucracy are pursuing personal
payoffs rather than dispute resolutions based on the
merits of a case, once again we can expect a
breakdown of the system.

It appears that much is being done and much still
has to be done to develop a legal structure in Russia to
support a modern insurance industry.

Insurance is a technical business. Underwriters

must be experienced in measuring the exposures
presented when a party requests coverage. Actuaries

must know the patterns of frequency and occurrence
of losses. Claims adjusters must know how to judge
whether a loss has actually occurred, is it covered by a
policy, and how much should be paid under the terms
of the policy.

Such skills are not likely to be widespread in
Russia, where the state owns many of the more
complex industrial units that will need to find private
insurance in the future.

The Russian situation is further complicated by an
absence of risk management services and knowledge.
Some enterprises operate with risks that are
statistically uninsurable as a result of weak technical
standards and safety practices. Loss control and other
services to reduce the rate of losses and design the
proper insurance coverage appear to be a major need
in the Russian market.

The state of Russia's market cries out for training to
increase the insurance skills of individuals employed
in the nation's expanding insurance industry. It
begins with a role for the government to encourage
programs of retraining and further education. It
includes a need for private insurance companies to
develop specialties and become experts at reducing as
well as insuring risks.

Insurance brokers perform valuable risk
management and other services in insurance markets.
Even though several Western brokers have a presence
in Russia, brokers generally do not play a major role
in the Russian market. The development of a strong
brokerage sector should be encouraged in Russia, as
the expertise of brokers can be valuable as the newly
privatized companies create products or services for
the world market.

Facing currency challenges

One of the major drawbacks to rapid development
of insurance lies in the problems of the ruble, the
Russian national currency.

With inflation running at 10% to 15% a month, it is
difficult to do "business as usual." In the summer of

1990, the official exchange rate was one ruble to
$1.61. As of last week, 22 rubles were worth one cent
and the value is still dropping. Russians are a creative
people, but such a decline in currency value stretches
even their ability to cope.

Two reforms are needed with respect to the
currency. First, new insurance mechanisms must be
developed to take into account the weakness of the

currency, if it continues to be weak. An example
might be to develop an inflation guard policy for auto
insurance. At present, premiums are paid based on a
starting value of a car. If an accident occurs in six
months, the loss paid is woefully inadequate to allow
for repairing or replacing the damaged vehicle. A
system such as weekly or monthly premiums adjusted
for inflation, along with a policy limit similarly
adjusted, is desperately needed.

The second reform would be to develop hard
currency policies. Premiums would be paid in dollars
or another freely exchangeable hard currency, and
losses would be paid in the same currency. This is
particularly useful if destroyed assets, such as
computer systems, must be replaced with equipment
bought outside Russia. It can also combat declining
purchasing power until the ruble is stabilized.

Russia is an insurance market where individual

entrepreneurs are moving faster than the system. If
the political system stabilizes, we can expect to see
many changes in regulation, the players in the market
and the mechanisms to provide protection against
catastrophic loss to individuals and businesses alike.
Only time will tell whether necessary reforms will
create a stable and profitable market for insurers and
other participants.

In the meantime, we extend our best wishes to the
owners of The Crazy Horse Bar. Things are looking
up. The bar has discovered a "newfound ally in the
Moscow government who, according to one of the
owners, is 'very, very close' to the top." The bar plans
to reopen under this person's protection. The building
will need fire insurance at least and the owners would

be wise to buy liability insurance. This second
coverage would give protection in case a patron hits
his or her head on the "unauthorized sign" that
advertises one of the many changes occurring in
Russia at this very moment. Inl

Mr. Hampton Mr. Vyatkin

John J. Hampton

is president Of the
Princeton

Consulting Group
Inc. in Gillette, N.J.

Valery Vyatkin is a
Professor at the

Academy of

National Economy
in Moscow.

Cleanup coverage for acquired site denied
Comprehensive general liability policies

do not cover costs incurred by a
policyholder in cleaning up a contaminated
site acquired after the policy periods
expired, the Supreme Court of Rhode
Island ruled.

On Jan. 9, 1981, Textron Inc. acquired
Basic Microelectronics Inc. Tectron

acquired the location subsequent to the
alleged occurrence of activities that led to
environmental infractions. Textron owned

f and operated the BMI facility from
January 1981 to December 1985.

In November 1983, Florida issued a

violation notice to BMI concerning alleged
contamination of the surrounding ground
water. Textrun, which entered a consent
agreement with the state and federal
governments to clean up the site, was
covered under a series of CGL policies by
Aetna Casualty & Surety Co. Textron
sought mcovery for $500,000 in cleanup
costs, which were ecpected to escalate to
$2 million. The trial court ruled for Aetna.

On appeal, Tectron argued that cover
should ecist because it had incurred a

liability from property damage during a
policy period. Aetna said the policies
limited cover to property owned or
acquired during the policy periods. During
the dates of all of the policies, BMI was a
"total stranger" to Textron, Aetna said.

Legal Briefs

Viewing the policies in their entirety and
using the plain, ordinary and usual
meaning of the womis, the court viewed the
temporal limitations in the policies "during
the policy period" as applying to the entire
named-inmired section of the policies.
Thus, it ruled it was reasonable to interpret
the policy as restricting Aetna's coverage to
actions of both Textron and those entities

owned or acquired by Textron during the
policy period.

Tertron Inc. us. Aetna Casualty & Sun2ty

Co., Supreme Court of Rhode Island,
March 11, 1994 (BU01/0.-$10).

Comp benefits terminated
A Pennsylvania law terminating a

wi(lower's workers compensation benefits

when he either remarried or was living in a
meretricious relationship does not violate
the equal protection clauses of the federal
or state constitutions, the Supreme Court

of Pennsylvania ruled.
Adam McCusker began receiving

workers comp benefits in 1980 after his
wife was killed in a work-related accident.

State law allows the compensation board
to terminate compensation payable to a

widow or widower if he or she is living
with a man or woman in a meretricious

relationship and not married.
In 1988, Rushton Mining Co., which

employed Mr. McCusker's wife, petitioned
to terminate Mr. McCusker's benefits,
alleging he was living in a meretricious
relationship.

Mr. McCusker denied the allegation but
also said the law was unconstitutional as

denying him equal protection. The
compensation board and the trial court
ruled against him.

The appellate court acknowledged that
the statute did intrude on his privacy as it
required the state to make inquiries into
his living airangements and marital status.

But, the court said that intrusion did not
implicate any right fundamental to the
concept of ordered liberg. It concluded
that there was a rational basis for the law

and upheld its constitutionality.
McCusker vs. WCAB, Supreme Court of

Pennsylvania, March 28, 1994
(BI/03/0.-$10).

CGL bodily injury coverage
A CGL policy that excludes coverage for

bodily injury to employees arising out of
and in the course of employment applies to
deny coverage for an employee's claim of

wrongful discharge, according to the
Supreme Court of Oregon.

State Farm Fin & Casualty Co. issued a
policy to Tecorp International Ltd. that
provided coverage for bodily injury except
for injuiy to any employee arising out of
and in the course of their employment.
Tamira Lynn McLeod sued Tecorp and its
CEO for wrongful discharge and
intentional infliction of emotional distress.

She was awarded a default judgment and
the company sought to collect from State
Farm. The trial court ruled for State Farm.

The Court of Appeals mversed.
The state Supmme Court said her claims,

which were based on sexual harassment,
arose during her employment. Thus, it said
her claims fell within the CGL policy
exclusion.'It ruled that State Farm had no

duty to defend Tecorp.
McLeod vs. Tecom International Ltd.,

Supreme Court of Oregon, Dec. 30, 1993
(BU03/Du.-$10). igi

These abstracts were prepared by
Mayo H, Stiegler. Copies of these
decisions are available by sending a $10
check, payable to Mayo H. Stiegler, to
Business Insurance, 740 N. Rush St.,
Chicago, ILL 60611-2590. List the
number for each opinion.
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Remember When Environmental Accidents

Were Fun For The Whole Family?
What you may not remember is that

when others viewed environmental risk

management as science fiction, our
specialists were pioneering the field. And
because we continue to evolve with the

industry's ever-changing needs, we under-
stand that progressive risk management
can only come from a willingness to take
intelligent, informed risks ourselves.

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

.................

Group forges a bond of shared expertise
that stretches the boundaries when it

comes to creative risk management
products and so]utions.

We're willing to take risks other com-
panies won't. And we'll service our policies
in a way other companies can't. Because
we're backed bythe financial strength, sta-
bility and The Power of Partnership only
The Worldwide Zurich Insurance Group can
provide. For more information, contact
your agent or broker, or call 1.800-382-2150.
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LONDON DOESN'T HAVE IT.

NOR DOES NEWYORK.ONLY NEW HAVEN DOES. 
New Haven, Connecticut, is the home
of MultiTech Communications, Inc.,
the world's on(V trans]ation company

specializing in insurance, owned and
operated by a former broker.

Voice: (203) 498 9811

In U.S., toll-free: (800) 842 TRAN

Fax: (203) 782 6811

In U.S., toll-free: (800) 248 TRAN

COMMUNICATIONS INC Your source for the best insurance translations intc and from English.

Life Re has been

serving the life insurance

industry by providing

Ife

quality life reinsurance

for more than a

quarter of a century.

Comings & Goings: Buyers

Texas names Mathur

to risk manager post
Rupa Mathur has been named

director of risk management for
the state of Texas.

Based in Austin, she oversees
risk management for 136 state
agencies and the Legislature is
considering expanding her duties.
Currently, she is responsible for
identifying and reducing property
and liability losses, including
workers compensation, for each
state agency and determining
the administrative costs of risk

management incurred by each

agency.

She replaces Virginia May, who
has been named director of self-

Life Re Corporation • 969 High Ridge Road • Stamford, Connecticut 06905
Telephone: 800-292-2726 or 203-321-3000

insurance for the Texas Workers

Compensation Commission. Ms.
Mathur reports to Todd Brown,
executive director of the Texas

Workers Compensation Commis-
sion.

Previously, she was director of
risk management for Harris
County, Texas, which is the state's
largest with Houston as its county
seat. Prior to joining Harris
County, Ms. Mathur was the di-
rector of insurance and employee
benefits for the Houston Indepen-
dent School District.

She has also worked as a risk

analyst with Coastal Oil Co. and
the Metropolitan Transit Author-
ity in Houston, among various
other jobs in the United States
and abroad.

Ms. Mathur holds a bachelor of

legal laws degree and a bachelor's
degree in psychology from Bom-
bay University in Bombay, India.

She is a member of the interna-

tional committee of the Risk & In-

surance Management Society Inc.
and is past president of the Texas
chapter of the Public Risk Man-
agement Assn. Ms. Mathur holds
several professional designations,
including the Associate in Risk
Management, Chartered Property
& Casualty Underwriter, Accred-
ited Adviser in Insurance, Certi-
fied Safety Executive by the
World Safety Organization, Ad-
vanced Safety Certification from
National Safety Council, Emer-
gency Management Certification
from the Federal Emergency Man-
agement Agency and Emergency
Response to Hazardous Materials
Technician from the Environmen-

tal Protection Agency.
Ms. Mathur in 1993 led a dele-

gation of risk management spe-
cialists to Russia and the Ukraine

on behalf of the Citizens Ambas-

sador Program/People to People 
International. Next month, she

will lead a similar delegation to 
China.

*** 1

Thomas Soper III has been
named senior vp-corporate hu-
man resources and communica-

tions for Tambrands Inc., effec-

tive Oct. 10. Mr. Soper, 45, is cur-
rently senior vp-corporate human '
resources at Alexander & Alex-

ander Services Inc. in New York. 

A&A has not yet named a succes-
sor.

Tambrands, based in White

Plains, N.Y., is the manufacturer
and worldwide marketer of Tam-

pax tampons. Mr. Soper will have
responsibility for all of Tam-
brands' human resources activi-

ties and internal communications.

He will report to President and
Chief Executive Officer Edward

T. Fogarty.
Mr. Soper replaces Helen Good-

man, who resigned to join ITT
Hartford Insurance Group.

Prior to joining A&A in 1986, .
Mr. Soper held human resources
positions at General Electric Co.
and Johnson & Johnson. He re-

ceived his bachelor's degree in po- 1
litical science from Widener Uni-

versity in Chester, Pa.

We'd like to report on staf
changes in your company's risk
management, safety and employee
benefits departments. Just drop a
note to Sara Marley„ Associate
Editor, Business Insurance, 740 N.

Rush St., Chicago, m. 60611-2590,
or call 312-649-5313. Photographs
are welcomed.
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Computerized system measures air quality
Interscan Corp. of Chatsworth,

Calif., has developed an air qual-
ity monitoring system that can be
used by companies defending
claims of poor indoor air quality.

The computerized system,
called Arc-Max, is linked with
sensors that continuously monitor
air quality and signal potentially
hazardous levels of toxic gases.
The system automatically records
the air quality at a given moment,
sampling the air five times a sec-
ond and compiling the results in
15-second averages. The goal is to
produce a record of air quality
that can be used to defend em-

ployers against workers comp or
tort claims alleging poor air qual-
ity.

Cost for the standard Arc-Max

unit is $5,800. For more informa-

tion on the Arc-Max system call
Interscan at 800-458-6153 or fax
818-341-0642.

Violent crime cover
A reinsurance unit of CIGNA

Corp. is offering employers a vio-
lent crime rider to accidental

death and dismemberment insur-

ance policies.
The rider extends comprehen-

sive life and health insurance cov-

erage to employees who are the
victims of violent crime beyond
the workplace, not just those who
may be assaulted and injured
while working or while on busi-
ness travel.

CIGNA's violent crime rider

provides coverage of 25% of the
AD&D principal sum to a maxi-
mum of $100,000 should a death
occur due to injury suffered in a
robbery, holdup or kidnapping,
regardless of the assault site. If
the violent crime results in the

hospitalization of the employee
the rider provides indemnity pay-
ments of $100 per day up to a
maximum of 10 days in the hospi-
tal, regardless of other hospital or
medical coverage.

Violent acts inflicted by fellow
employees or by members of an
employee's family or household
are excluded from coverage.

All claims must be accompanied
by an official police report.

Employers may request the vio-
lent crime rider through their
AD&D insurance underwriter,
and the cost is less than one cent

per $1,000 of AD&D coverage.

Environmental data
Dun & Bradstreet Environmen-

tal Information Services is mar-

keting a series of reporting ser-
vices that help companies manage
their environmental exposure by
supplying all available reported
data about more than one million

commercial/industrial sites across
the United States.

The products offer a quick,
cost-effective first step in due dil-

igence for evaluating a commer-
cial property site.

They include the Environmental
Radius Map Report, which lists
federal and state environmental

filings located by D&B on and
surrounding a target property. It
costs $200.

The Map Report with Toxicheck
Analysis, costing $240 per prop-
erty, analyzes and translates the
government records search into a
three-level risk code and often

provides examples of the cleanup
costs for other sites with similar

filings.

Toxicheck Software interprets
various sources of environmental

information including govern-
ment records and other informa-

Produc#s & Services

tion from governmental agencies'
questionnaires and site visits to
specific properties, and gives
businesses direct online access to

D&B's environmental informa-
tion.

The cost is $140 per property.
Toxicheck Portfolio Analysis pro-
vides the same information as

Toxicheck but on an entire portfo-
lio of properties at a cost of $120
per property.

The products can be ordered ei-
ther through a Dun & Bradstreet
sales office, online via D&B's
DunsPrint service for D&B cus-

tomers or by calling 800-879-
1362.

401(k) education tool
The International Foundation of

Employee Benefit Plans, Brook-
field, Wis., is distributing a new
video aimed at helping employers
educate workers on details of

their 401(k) plans.
Titled "401(k) Your Retirement

Plan," the 14-minute video fea-
tures Pamela Krueger, host of
"Money Insights."

The video is designed to give
employees a concise overview of

401(k) plans, explaining such ben-
efits as the option to borrow
against an existing account; the
security offered by the ability to

transfer funds into an individual

retirement account; and the im-
portance of investing early in life
to maximize returns at retirement,
among other topics.

Copies of the video can be ob-
tained by contacting Audiovisual
Services, International Founda-
tion of Employee Benefit Plans,
P.O. Box 69, Brookfield, Wis.,
53008-0069.

The price of the 401(k) video is
$295 for IFEBP members and
$395 for non-members, plus $5 for
shipping and handling. Payment
must accompany the order, and
VISA, MasterCard and American
Express are accepted by the foun-
dation.

For information on quantity
discounts call 414-786-6710, ext.
538.

k6

Institutes' 800 line

The American Institute for

CPCU and the Insurance Institute

of America have a new toll-free
customer service number.

The number, 800-644-2101, can
be used to request information
about the Malvern, Pa.-based in-
stitutes' courses and services, to
order textbooks and to register for
an exam for one of the institutes'

professional designations.
The American Institute main-

tains and administers the educa-

tional program leading to the
Chartered Property & Casualty
Underwriter designation. The In-
surance Institute of America pro-
vides educational programs and
professional designations for a

Continued on nert page

How can you get customized solutioni
If it seems like your reinsurer is offering solutions
that date back to the dark ages, you may not be
getting coverage that prepares you for the future.

At American Re, we have a different way of
approaching risk. We start by assigning a
multidisciplined team of specialists to analyze
a client's business from the inside out. We'll call

on experts in treaty, facultative, actuarial, claims
or finite risk. Whatever the mix, they'll work
together to build and deliver a customized
reinsurance program that works for our clients,
not just for us.

Our goal is to serve our clients as a consistent,
strategic partner. To start at the conceptual phase
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wide variety of property and casu-
alty insurance disciplines.

In addition, the institutes' area
code changed earlier this year. Their
main number now is 610-644-2100

and their customer service fax num-

ber is 610-640-9576.

The institutes also have expanded
customer service hours to 8 a.m. to 6

p.m. EST. Regular business hours for
other calls remain 8:45 a.rn. to 4:30

P.m.

Medical bill review

Medata Inc. of Santa Ana, Calif.,
has introduced a new stand-alone

comprehensive billing review soft-
ware system called Medata Strate-
gies.

The software, which allows users
to take medical bill review in-house
at costs below those of bill review

service vendors, can be used by in-
surers, third-party administrators or

any self-insured, self-administered
company.

The Medata Strategies system's
host program includes in its data
base alf procedures listed in the Cur-
rent Procedural Terminology (4th
Edition), published annually by the
American Medical Assn. It identifies

diagnoses based on the International
Classification of Diseases (9th Revi-
sion) and follows established physi-
cal therapy guidelines. It also con-
tains specific information about

standard surgical follow-up proce-
dures and delays.

Medata Strategies also houses a
user's complete medical bill history,
allowing it to check for and elimi-
nate duplicate provider billings, and
has a built-in report generating func-
tion. Medata Strategies can be
loaded onto any claim management
system

Companies can choose to either
pumhase or lease the system. Medata
Strategies costs $2,500 for the base

program, plus added costs for addi-
tional features. A user can buy a
complete system for $3,000 to

$15,000, depending on the company's
needs.

For more information about Me-

data Strategies or other Medata soft-
ware products. call 800-935-9995.

Work comp materials
Regulatory compliance publisher

J.J. Keller & Associates Inc. has de-

veloped a new program to assist
managens in starting a cost-effective
workers compensation program or in
auditing and improving an existing
program.

"Workers' Compensation: A Man-
agement Cost Containment Pro-
gram" takes an active approach to
safety, aiming at preventing workers
comp claims. The manual also covers
aspects of managing cases that do
occur from both supervisory and em-
ployee levels, and provides documen-
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tation to manage, track, keep records
and audit relationships with insur-
ance, medical and legal service pro-
viders involved in the·workers comp
system.

Keller also is offering a new
eight-page monthly newsletter,
Workers' Compensation Advisor, to
complement the manual.

Keller is offering the manual and a
one-year newsletter subscription for
$199. The offer also includes a video
on workers compensation. For more
information, call Keller at 800-327-
6868 and ask for customer service.

Manager training video
A new video-based training pro-

gram called OmniTrain is designed
to help companies train their manag-
ers to be aware of their legal respon-
sibilities under employment law.

The first Omnitain video, "ADA:
What Managers Should Know" is a
10-minute look at the Americans

Mhen you're given fossilized answers?
and work together to actualize their vision. To give
them well-conceived products and services
that provide stability regardless of fluctuations in
the market cycle.

So, plan for your future with American Re;
because these days if you're not moving forward,
you're history.

AMERICAN
RE-INSURANCE COMPANY

555 College Road East, Princeton, NJ 08543-5241 (609) 243-4200

Atlanta, Bermuda, Bogota, Boston, Brussels, Cairo, Chicago, Columbus, Dallas, Hantord, Kansas City, london,
L.os Angeles, Melbourne, Mexico City, Minneapolis, Montreal, New York, Philadelpha, Princeton, San Francisco, Santiago, Singapore, Sydney, Tokyo, Toronto, Vienna

with Disabilities Act, walking man-
agers through seven ADA-specified
actions that constitute discrimina-

tion. The video discusses areas in

which discrimination can occur, and
offers practical solutions to help em-
ployers remain in compliance with
the law.

For information on "ADA: What

Managers Should Know" or the en-
tire OmniTrain management training
series contact Joe Saikley at Safety
Short Productions Inc., 800-458-
2236.

Lawyers liability policy
Professional liability insurer De-

sign Professionals Insurance Co. has
introduced a new pmfessional liabil-
ity program, the Lawyers Profes-
sional Liability System or L/pls.

The L/pls program includes a sys-
tem of loss prevention education, al-
ternative dispute resolution incen-
tives and personal service by special-
ized agents. Policyholders can earn
annual premium credits for the suc-
cessful completion of loss prevention
programs and for implementing pro-
active management practices de-
signed to avoid potential litigation.

Farmington, Conn.-based DPIC is
the professional liability specialist of
Orion Capital Cos. L/pls policies are
underwritten by Security Insurance
Co. of Hartford and by the Connecti-
cut Indemnity Co. The issuing com-
pany varies by state.

For further information, contact
Tom Owens at DPIC, 800-227-8533,
extension 217.

Exposure checklist

ment Institute Inc. is offering a
newly updated third edition of its
Exposure Survey Questionnaire.

Designed to help isk managers,
brokers and consultants identify
risks, the questionnaire is available
either in printed form or on diskette.
The questionnaire includes over 500
key questions aimed at identifying
property/casualty risks, with ques-
tions presented in a multiple choice
format to reduce the amount of note

taking required and to fme the inter-
viewer to concentrate on the discus-
mon.

Questions are also grouped in a
manner that allows users to skip

laI· industries.

A diskette that accompanies the
third edition includes the Exposure
Survey Questionnaire in WordPer-
fect 5.1/5.2 files, allowing users to
customize the suivey for specific
needs, print out questionnaire with-
out having to copy the book, store
data on computer or print out sur-
veys that include the user's exposur·e
findings.

The questionnaire, including the
word processing diskette, costs
$44.98 and is available from the In-

ternational Risk Management Insti-
tute Inc., 12222 Merit Drive, Suite
1660, Dallas, Texas, 75251-2217. The
questionnaire can also be order by
phone at 800-8274242 (in Dallas,
960-7693) or by fax at 214-960-6037.

Crane safety video

Inc. has released a 20-minute video

on "Overhead Crane Safety."
The video uses actual site footage

outline the principles of safe over-
head crane operation, maintenance
and inspection and to specify (01'rect
pmeedures

the Crane Institute's crane safety se-
ries of videos, which are available
for $495 each from the Maitland,
Fla.-based institute.

For more information, call the
Crane Institute at 800-832-2726 or
fax 407-875-1126. m
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Rank of regulatory issues in eye of beholder
By MARK A. HOFMANN

While it should come as little

surprise that insurance company
executives and state insurance

commissioners don't see eye-to-
eye on everything, just how differ-
ently they view regulatory issues
as revealed in a new Conning &
Co. survey is sure to at least raise
an eyebrow or two.

For example, the survey showed
that insurers view rate regulation
and rate suppression as the chief
state issue they face. Regulators,
though, rank that issue 14th out of
17.

Insurance commissioners put
insolvency at the top of their is-
sues list; insurers ranked it 13th
out of 17.

Other issues on which commis-

sioners and insurance company
executives hold divergent views
are whether workers compensa-
tion should be a component of
health care reform, who should

pay for cleaning up hazardous
waste sites and the value of the

National Assn. of Insurance Com-

missioners risk-based capital re-
quirements.

But the survey found that regu-
lators and insurers don't disagree
on everything. A majority of the
respondents in both categories op-
pose more federal oversight of the
industry.

Insurers and regulators also
agree that state guaranty funds
should exclude coverage for large
commercial risks.

And, perhaps most surprising, a
majority of the state regulators
agreed with 100% of the insur-
ance company respondents that
tort reform is a "viable way to re-
duce insurers' losses and litigation
costs."

The survey was the seventh on
insurer/regulator attitudes that
Conning has conducted since
1976, according to Nancy Carini,
manager-insurance research and
publications department at Con-
ning.

The survey is based on the re-
sponses of 54 of the country's 150
largest property/casualty insurers
and 17 state insurance commis-

sioners.

The responses represented such
a representative mix of companies
that "I couldn't have done the

sampling better if I tried,"
quipped Ms. Carini.

The survey also asked insurers
to rate states on the amount of

freedom they were granted to
manage their business regarding
rates and the regulatory environ-
ment.

And, as a corollary, the survey
asked insurers whether individual

states' regulatory environments
had caused them to discontinue or

seriously curtail writing certain
lines of business (see related sto-
ry).

Commissioners and insurance

company executives differed
sharply on the question of how
workers compensation and the
medical portion of automobile in-
surance coverages should be
treated under any system of
health care reform.

Fifty-six percent of the commis-
sioners said that workers compen-
sation should be incorporated into
a national health care system,
compared with 23% of insurance
executives who favored such a

move.

The difference regarding the
medical portion of auto insurance
was even more dramatic-67% of

the regulators wanted it incorpo-
rated into a national health care

system compared with 25% of the
insurers.

There was a similar, though
narrower, split on the question of
who should bear the responsibil-
ity for the cost of cleaning up haz-
ardous waste sites.

Fifty-three percent of the com-
missioners said the cost should be

borne solely by polluters and in-
surers, while only 27% of the in-
surers agreed.

The disagreement on the effec-
tiveness of the National Assn. of

Insurance Commissioners' risk-

based capital requirements wasn't
as pronounced.

Seventy-nine percent of the
commissioners hailed the capital
requirements as adequate for
identifying financially shaky

companies, an assessment shared
by only 53% of the insurance ex-
ecutives.

And while 75% of the commis-

sioners said that a risk-based cap-

tion costs. No insurer in the sur-

vey disputed its importance, and
63% of the commissioners called

tort reform a viable way to hold
down costs.

Perhaps most surprising, a majority of the
state regulators agreed with 100% of the

insurance company executives that tort reform
is a 'viable way to reduce insurers' losses

and litigation costs.'

ital ratio should be included in the

annual insurer statutory state-
ment, only 43% of the insurers
agreed.

But insurers and regulators did
find some common ground, the
Conning survey shows.

For example, only 15% of the
company respondents and, per-
haps a little surprisingly, 21 % of
the state commissioners sup-
ported greater federal oversight of
the business of insurance.

But the survey notes that sup-
porters of a larger federal role in
insurance regulation said they en-
dorse expansion only in areas in
which Washington could be more
effective than the states, such as
regulating offshore reinsurance
companies.

A majority of both regulators
and insurers-71% and 80%, re-
spectively-also said that state
guaranty funds provide policy-
holders with adequate protection
against company failures.

Only 20% of the insurers re-
sponding said that the current
state-based guaranty system
should be replaced by a federal
system, a change 43% of the com-
missioners supported. However,
95% of the insurers and 77% of

the commissioners agreed that
commercial policyholders paying
annual premiums of more than $1
million should not be covered by
the funds.

Tort reform generally drew
wide support from both camps as
a means of holding down insur-
ance company losses and litiga-
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But the two groups differed
greatly on how they assessed indi-
vidual reforms. The insurers

ranked requiring a losing plaintiff
to pay defendant's court costs as
the reform most likely to have an
impact on losses and costs among
13 possible reforms, while regula-
tors ranked it fifth. Regulators in-

stead put limiting attorneys' fees
at the top of the list, which insur-
ers ranked seventh.

The majority of insurance com-
pany executives as well as regula-
tors also agreed that insurance
commissioners should be ap-
pointed rather than elected.
Eleven states currently elect com-
missioners, while legislative at-
tempts to make the job an elective

one in three other states have 
failed.

More than nine out of 10 insur-

ers-92%-said the office should !
be appointed, and 75% of the
commissioners agreed.

Single copies Of the "1994 Proper-
ty-Casualty Regulatory Study.
How Far Is the Camel's Nose In-

side the Tent?" cost $495. For

more information, contact Con-
ning & Co. at CityPtace II, 185
Asylum St., Hartford, Conn.
06103-4105; 203-520-1521.

Stauing bebr ie
Insurers rank states' regulatory climates for commercial lines

Most restrictive:

• Florida

• California

• Texas

• Massachusetts

• New Jersey

gaurw tannlag & 06.

Least restrictive:

• Indiana

•Imnois

• Iowa

• Idaho

• North Dakota

GRAPHIC BY JERRY PARKS

Midwestern states generally
best choices to escape

excessive regulatory control
California regulators have

fallen the most in insurers' esti-

mation, Conning & Co.'s survey
shows.

Insurers were asked to rank
states on a scale of 1 to 5 on the

relative freedom they were
granted in managing their per-
sonal lines and commercial lines
business.

Respondents were asked to con-
sider factors such as the regula-
tory climate, rating classifications
and territories, the setting of rate
levels, cancellation and non-re-
newal of risks, and involuntary
assignments.

The results were compared with
those of previous surveys on the
same question going back to 1984.

Perhaps not surprisingly, Cali-
fornia-home of Proposition
103-showed the greatest change
between 1984 and 1994.

Insurers ranked California as

the state that granted them the
most freedom in managing both
personal and commercial lines in
1984.

By the 1994 survey, however,
California ranked 50th on both

counts, with only chronically
troubled New Jersey ranking be-
low it in terms of personal lines
freedom and Florida below it for
commercial lines.

That was, however, an improve-
ment for the Golden State-a

1991 Conning survey had ranked
it dead last on both counts.

Other states that have slipped in
insurers' estimation include:

Georgia, which dropped to No. 46
in 1994 from No. 17 in 1984; Ken-
tucky, which slipped to No. 35

from No. 10; and New York, down
to No. 45 from No. 15.

Illinois and Indiana, on the
other hand, received consistently
high marks from insurers regard-
ing the freedom regulators there
grant them.

Illinois ranked first in personal
lines freedom and second in com-

mercial lines freedom in 1994; In-
diana ranked first in commercial

lines freedom and second in per-
sonal lines freedom.

In fact, Midwestern states domi-
nated the top 10 in terms of both
personal and commercial lines
freedom in 1994.

The survey also asked insurers
to identify states in which the reg-
ulatory climate in the last two to
three years has led to reduced
business and profitability.

In commercial lines, Georgia 
topped the list of states in which
the climate had led insurers to re-

duce their business, cited by 19%
of respondents. It was followed
by: California and Florida, both
cited by 16%; Texas, 9%; and
Massachusetts and Missouri, both
6%.

In all, 54% of insurers said they
operated in states in which they
have had to discontinue or seri-

ously curtail writing business in
the past few years.

Georgia also topped the list of
insurers' picks-cited by 22%-
for states in which commercial

lines rate suppression has led to
reduced profits. It was followed
by: California, cited by 13%; and
Florida, Tennessee and Texas,
each cited by 9%.

-By Mark A. Hofmann
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Trusting in Morgan Guaranty
Workers demand variety of investment options in 401(k)

By CHRISTINE PHILIP

Crain News Service

NEW YORK-Some employers
have to go well out of their way to
encourage, entice and cajole work-
ers to defer some of their salaries

in a company-sponsored defined
contribution plan.

Morgan Guaranty Trust Co.'s
Gary D. Naylor, vp of worldwide
benefits, finds he has something of
the opposite problem.

After receiving a personalized
letter from Mr. Naylor on April 15
explaining how much they could
cut their tax bills through the
401(k) option of the company's
profit sharing plan, many non-con-
tributing employees actually called
him directly to explain why they
were not participating. Many
joined as soon as their circum-
stances allowed.

In all, nnore than 500 Morgan
Guranty employees signed up to
make salary deferrals as a result of
Mr. Naylor's appeal.
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313/446-1625
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Such employee response is fairly
typical within a company that spe-
cializes in investment management
and therefore has employees who
are fairly attuned to savings and
investment, Mr. Naylor said.

The company's main retirement
benefit is a $700 million defined

benefit plan for its 10,000 partici-
pants, about 2,000 of which are re-
tirees, said Mr. Naylor. A $600 mil-
lion deferred profit-sharing plan
for Morgan Guaranty and affili-
ated companies is generally consid-
ered a supplemental savings plan,
with some unusual features.

Every Morgan Guaranty em-
ployee receives an annual award,
averaging about 15% of salary,
with a mandatory distribution of
50% to the company's 35-year-old
profit-sharing plan and 50% in
cash. Except for the annual bonus
award, the connpany does not
match employee contributions but
does pay all administration and in-
vestment management fees.

Changing demographics led the
company to add a 401(k) element
to the plan in 1993.

Employees coming to Morgan
Guaranty with lump-sum distribu-
tions from previous jobs needed to
invest, and with rapid job turnover
employees wanted their savings to
be portable. Many employees had
401(k) plans at other jobs and were
already accustomed to deferring
some of their monthly salary. Em-
ployee focus groups also helped the
company design a plan with fea-
tures employees wanted. The plan
segregates the employer's annual
award and employee salary defer-
rals into separate asset pools,
which employees may allocate dif-
ferently.

Morgan Guaranty weighted the
plan, capping the deferrals for
low-paid workers at 15% of salary,
vs. an 8% maximum for higher-
paid employees. Higher-paid em-
ployees also have the opportunity
to invest in non-qualified savings
plans through the company. The
company's main objective in de-
signing the plan as it did, said Mr.
Naylor, was to make sure it easily
passed discrimination testing.

More sophisticated than typical
401(k) plan investors, Morgan
Guaranty employees can cope
with-and indeed demand-widely
diversified investment options, said
Mr. Naylor. The profit-sharing
plan now offers eight diversified
commingled funds, including a
small-company stock fund and an
international equity fund, all man-
aged by affiliate J.P. Morgan In-
vestment Management Co. Towers
Perrin is the company's external
record keeper.

In January, the plan will add an
emerging markets fund. Because
many of the employees research
emerging markets as part of daily
business, they were sensitive to the
potential returns and wanted such
a fund for their own savings.

"As far as we can tell, we are one
of the first defined contribution

plans to offer an emerging markets
option. This investment area has
very high visibility among our em-
ployees, many of whom have been
working hard themselves in these
markets," said Mr. Naylor.

The company is developing a
specialized international investing
brochure to help employees under-
stand the difference5 between in-

vesting in established markets and
in emerging markets. "We see the
need to explain very clearly the
risks and rewards possible with
emerging markets investing."

Even without a company match,

Morgan Guaranty employees are
taking advantage of the chance to
save with the 401(k) plan feature,
with 77% of the highly compen-
sated employees and 63% of low-
er-paid ones participating. Part of
the success lies in the sophisticated
investor profile of the company's
employees, said Mr. Naylor.

But much is also due to educa-

tion. An Investment Information

Center is manned by J.P. Morgan
Investment Management operators
to ariswer questions about asset al-
location for the plan, in addition to
the automatic voice response sys-
tem provided by Towers Perrin.
Features and changes are ex-
plained in a monthly newsletter.
And an annual report to partici-
pants discusses plan features such
as investment options in detail and
compares their performance to that
of other asset classes.

Two-day financial planning sem-
inars are offered twice a month in

the company's three New York
City centers, where 70% to 80% of
participants work. Seminars cover
all benefit programs and show how
pension and savings plans work
with other programs to fund a
comfortable retirement. An outside

financial planner is brought in to
educate employees. So popular are
the seminars that it is ditficult to

fit everyone in, Mr. Naylor said.
Employees are permitted to

transfer assets between options
monthly, but only about 200 trans-
fers are made each month. Better

education and the ability to make
more frequent transfers-through
1992, only one could be made per
quarter-led employees to reduce
investment in the conservative

guaranteed investment contract
plan option to 36% in January
1994, from 60% in September
1990.

Employees have been using simi-
lar asset mixes for both their prof-
it-sharing awards and their own
salary contributions in the 401(k)
opuon.

The average asset mix for the
employer award contribution in
January 1994 was 20% company

stock, 13% small-company stock,
14% international equity, 11% do-
mestic equity, 14% balanced, 4%
bond, 17% GICs and 7% in a
money market fund. The average
asset allocation for 401(k) assets
was 17% company stock, 17%
small company stock, 16% interna-
tional equity, 14% domestic equity,
16% balanced, 4% bonds, 11%
GICs and 5% money market.

"There's a strong sense of trust in
their employer among the Morgan
Guaranty employees. We know
from the market research we col-

lect from our participants what
they want and feel comfortable
with. The bond of trust is so strong
for our employees that many elect
to leave their 401(k) and profit-

Group

sharing assets in the plan, even af-
ter they retire. We are finding that
the greater majority of these retir-
ees continues to allocate their as-

sets to GICs, but that notwith-
standing, are not moving their
money out of the plan," said Mr.
Naylor.

Because a high proportion of em-
ployees leave their assets in the de-
ferred profit-sharing plan after re-
tirement, Mr. Naylor said plan offi-
cials are evaluating a new product
just introduced that allows an em-
ployee to permanently roll over de-
fined contribution assets on a tax-
free basis into their defined benefit

plan. If Morgan Guaranty intro-
duces the service, the Additional
Lifetime Pension, employees would
receive a lifetime monthly pay-
ment, as would their spouses, set
up as a fixed benefit or variable
annuity. m
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IRS cuts pension violators some slack
By JERRY GEISEL

WASHINGTON-The Internal

Revenue Service is making perma-
nent a 2-year-old program that al-
lows employers that have violated
certain pension rules to make
amends before the IRS audits-and

possibly disqualifies-their plans.
Under the voluntary compliance

program, employers have to make
corrections to their plans and pay a
fee to the IRS. The program covers
a wide range of violations, such as
failure to properly vest benefits or
offer certain benefits.

Fees for plans with fewer than
1,000 participants are $500 for
those with less than $500,000 in as-

sets and $1,250 for plans with at
least $500,000 in assets.

The fee for all plans with 1,000 to
10,000 participants is $5,000. The
fee for plans with more than 10,000
participants is $10,000.

The compliance program is not
available in a number of situations,
such as "egregious" violations of
pension rules. An example of an
egregious violation would be an
employer that consistently and im-
properly extended pension coverage
to only highly compensated em-
ployees or violated rules on the
maximum contributions that can be

made to defined contribution plans.

Benefits opinion poll
Most Americans are satisfied

with the quality of care they receive
from health care providers, but are
nearly evenly split on whether the
nation's health care system needs
major or minor changes.

Slightly more than three-fourths
of Americans surveyed by The Gal-
lup Organization for the Employee
Benefit Research Institute rated the
quality of care they receive from
their health care provider as either
excellent or good, while just 22%
described the care they receive as
fair or poor.

On the other hand, 46% of re-

spondents said the nation's health
care system needs to be completely
rebuilt, compared with 43% who
said only minor changes are needed
to make the system better, Nine
percent said no reforms are neces-
sary and 2% said they didn't know
if changes are needed.

When asked to indicate what

should be the most important goal
of health care reform, 34% of re-
spondents said it should be guaran-
teeing health insurance for all,
while 29% cited lowering health
care costs and 18% said providing
assistance to those who cannot af-
ford health care insurance. The

most important goal of health care
reform is continuing health care
coverage when someone loses his or
her job or becomes ill, according to
17% of respondents.

Copies of "Public Attitudes on
Health Reform 1994," are available
from Cheri Meyer, Employee Bene-
fit Research Institute, 2121 K St.
N.W., Suite 600, Washington, D.C.
20037.

For EBRI members, copies of the
full report cost $50, while the cost
for non-members is $100. Summa-
ries also are available for $25 for
EBRI members and $50 for non-
mernbers.

Flex plan danger seen
While comprehensive health care

reform legislation doesn't appear to
be going anywhere, a threat to Oex-
ible benefit programs remains, a
trade group warns.

Sweeping reform bills proposed
by both the House and Senate
Democratic leadership that are now

Washington
considered dead would have barred

the use of flexible benefit plans, in-
eluding flexible spending accounts,
to fund medical care expenses and
premiums on a pretax basis.

But congressional staffers work-
ing on a stripped-down reform bill,
still would like to kill off FSAs, ac-

cording to the Washington-based
Employers Council on Flexible
Compensation.

While it is too difficult to elimi-

nate all types of flexible benefit
programs, congressional staffers be-
lieve killing off FSAs may be a first
step toward wiping out all types of
flexible benefit programs, accord-
ing to the ECFC.

PBGC takes over plans
The Pension Benefit Guaranty

Corp. is taking over three under-
funded pension plans sponsored by
two companies.

The PBGC last week said it is ter-

minating two plans sponsored by
Front Royal, Va.-based Avtex Fi-
bers Inc., which has filed for bank-
ruptcy. The two plans, which cover
4,900 participants, are underfunded
by a total of $23.5 million.

The other pension plan taken
over by the agency was sponsored
by St. Johnsbury Trucking Co.,
which filed for bankruptcy last year
and has ceased operations. The
plan, which has about $9 million in
assets and $20.6 million in liabili-

ties, covers about 700 former work-
ers and retirees.

7
-

St. Johnsbury was headquartered
in Holliston, Mass., and had major
operations in Vermont.

Retirement plan study
Most small firms offering 401(k)

plans do not offer other pension
plans, while larger employers with
401(k) plans typically sponsor an-
other plan, according to a new La-
bor Department survey.

For example, 88% of employers
with between two and nine employ-
ees offering 401(k) plans do not
sponsor another pension plan. On
the other hand, 90% of employers
with between 20,000 and 49,999
employees sponsoring 401(k) plans
also offer their employees another
pension plan.

The Labor Department survey,

based on financial reports filed by
employers, also found that in 1991
employers offered 114,667 401(k)
plans covering 21 million people.

EPA dioxin study
Affirming an earlier finding, the

Environmental Protection Agency
released a study last week that says
the chemical compound dioxin
"probably" causes cancer in hu-
mans.

The agency said it has not found
a direct link to dioxin and cancer.

But it affirmed an earlier study that
dioxin is a probable human carcin-
ogen. The EPA says it now has
more confidence in its conclusion

about a possible link between expo-
sure to dioxin and developing can-
cer
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Insider Trading
Alexander & Alexander Ser-

vices Inc.: Joseph L. Dionne, di-
rector, bought 1,000 shares of
common stock at $19.75 each on

Aug. 3 and now directly holds
1,000 common shares.

James Dixon Robinson, direc-

tor, bought 2,000 shares of conn-
mon stock at $20 each on Aug. 2
and now directly holds 2,000 com-
mon shares.

A&A stock closed at $20.38 a
share on Sept. 9.

American International Group
Inc.: William N. Dooley, officer,
exercised an option for 937 shares
of common stock at $17.33 each
on June 27 and now directly holds
2,194 common shares.

Wayland McCon Mead, officer,
sold 600 shares of common stock

at $94.13 each on June 3. He now
directly and indirectly holds
79,400 common shares.

AIG stock closed at $90.63 a
share on Sept. 9.

Fund American Enterprises
Holdings Inc.: John J. Byrne, offi-
cer, director and beneficial owner,
sold 50,000 shares of common
stock at $70 each on July 18. He
now directly and indirectly holds
670,224 common shares.

Fund American stock closed at

$77.25 on Sept. 8.

Arthur J. Gallagher & Co.: Gary
M. Van der Voort, vp, exercised an
option for 2,000 shares of common
stock at $4.97 each on Aug. 16 and
now directly and indirectly holds
58,640 common shares.

Michael J. Cloherty, divisional
officer, exercised an option for
300 shares of common stock at

$4.97 each on Aug. 8 and now di-

%,65#-•< .

rectly holds 70,402 common
shares.

Walter F. McClure, officer and
director, exercised an option for
600 shares of common stock at

$4.97 each on Aug. 10 and now di-
rectly holds 17,906 common
shares.

Gallagher stock closed at $33.13
a share on Sept. 9.

Marsh & McLennan Cos. Inc.:

Frank J. Borelli, officer and direc-
ton exercised an option for 11,888
shares of common stock at $24.31
each on Aug. 8. To cover transac-
tion costs, Mr. Borelli turned in
6,634 of the shares at an unre-
ported price on Aug. 8. He indi-
rectly exercised an option for
3,377 common shares at $24.31
that same day. To cover expenses
of that transaction, Mr. Borelli
turned in 3,377 of them for $85.56
each that same day and now di-
rectly and indirectly holds 46,990
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common shares. $20.38 a share on Sept. 9.
M&M stock closed at $84.50 a

share on Sept. 9.

Old Republic International
Corp.: William F. Schumann, vp,
sold 9,414 shares of common stock
between $23 and $23.25 each from
June 7 to June 14. Mr. Schumann

now directly and indirectly holds
66,153 common shares.

Old Republic stock closed at
$21.88 a share on Sept. 9.

Poe & Brown Inc.: Donald E.

Howery, retired, exercised an op-
tion for 9,747 shares of common
stock at $7.60 each on July 27. He
now directly and indirectly holds
23,764 common shares.

Byrne A. Litschgi, officer, exer-
cised an option for 937 common
shares at $7.60 on Feb. 16 and di-
rectly holds 15,730 common
shares.

Poe & Brown stock closed at
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RLI Corp.: Gerald D. Stephens,
president, disposed of by gift 200
shares of common stock at $21.50
each frorn June 9 to June 29 and

sold 50,000 common shares at

$21.50 each from June 9 to June
29. Mr. Stephens indirectly ac-
quired by gift 100 shares of com-
mon stock at $21.50 each on June
29 and now directly and indirectly
holds 351,729 common shares.

RLI stock closed at $22 a share
on Sept. 9.

SAFECO Corp.: Roger H. Eigsti,
chairman, exercised an option for
3,400 shares of common stock at

$29 each on Jilne 6. He now di-
rectly and indirectly holds 42,755
common shares.

Richard W. Hubbard, vp, exer-
cised an option for 3,900 shares of
common stock between $24.50

and $33.75 each on June 9. To
cover transaction costs, Mr. Hub-
bard turned in 1,952 of the shares
for $58.16 each on June 9. Mr.
Hubbard now directly and indi-
rectly holds 35,451 common
shares.

SAFECO stock closed at $55.50
a share on Sept. 9.

Transamerica Corp.: Kent L.
Colwell, vp, indirectly exercised
an option for 2,308 shares of com-
mon stock at $25.75 each on Aug.
1.

To cover transaction costs, he
turned in 1,712 of them for $51.56
each that same day. Mr. Colwell
now indirectly holds 17,912 com-
mon shares.

James R. Harvey, chairman, in-
directly sold 22,290 shares of
common stock at $52.63 each on
Aug. 9 and now indirectly holds
83,924 common shares.

Frank C. Herringer, president,
exercised an option for 4,512
shares of common stock at $25.75

each on Aug. 10. To cover transac-
tion costs, he turned in 3,018 of
the shares for $52.87 each that

same day and now directly and in-
directly holds 43,052 common
shares.

Glenn A. Cramer, retired, indi-
rectly sold 1,000 shares of com-
mon stock at $52.75 each from
Aug. 5 to Aug. 10. He now indi-
rectly holds 177,270 common
shares.

Condoleezza Rice, director, ex-
ercised an option for 1,000 com-
mon shares at $41.63 each on Feb.
22 and sold 810 shares at $51.75
each on Feb. 22. She now directly
holds 315 common shares.

Transamerica stock closed at

$52.68 a share on Sept. 8.

USF&G Corp.: Robert E. Gre-
gory, retired, sold 11,604 shares of
cornnnon stock at $12.39 each on
July 15 and now directly holds
2,000 common shares.

Robert J. Hurst, director, indi-
rectly purchased 1,000 shares of
common stock at $14.38 each from
Jan. 10 to Jan. 13 and sold 1,000

shares at $14.63 each from Jan. 10

to Jan. 13. He now directly and in-
directly holds 6,000 common
shares.

John A. Maccoll, divisional offi-

cer, exercised an option for 3,000
shares of common stock at $9.50

each on Jan. 25. He now directly
holds 9,000 common shares.

USF&G stock closed at $13.63 a
share on Sept. 9.

Insider Trading, compited by In-
vest/Net Trading Group Inc. Of
Fort Lauderdale, Fla., from re-
ports fited with the Securities and
Exchange Commission, tracks
stock sales and purchases by in-
surance industry directors and of-
Acm. The column is distributed
by Tribune Media Services Inc.
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Comey to leave ITT Corp. post
Dale R. Comey, executive vp in

charge of ITr/Hartford Group Inc,
as well as the finance and business

services groups at ITI' Corp., Will
leave the company at the end of the
year.

TrI', which has named no succes-

son said he was leaving to pursue
other unspecified interests.

Mr. Comey, 53, was considered
one of the leading candidates to
eventually succeed Rand V. Araskog
as chairman of I'IT. Mr. Comey
joined Hartford Fire Insurance Co.
in 1965. TIT acquired the company
five years later.

Mr. Comey had been president
and chief operating officer of I'IT
Hartford Fire Insurance until 1990,
when he became executive vp of the
insurer's parent.

In other changes at ITI'/Hartford,
Raymond P. Welnicki named senior

Comings & Goings: industry
vp and director of the employee
benefits division of ITI7Hartford
Life Insurance Cos. in Simsbury,
Conn. Mr. Welnicki succeeds Larry
K. Lance, who is retiring.

At another ITr/Hartford unit:
Frederic W. 'Bic" Baker named ex-

ecutive vp of Hartford Specialty Co.,
which provides specialized insur-
ance to large employers. Mr. Baker
succeeds J. Philip Griffin who re-
tired.

In other insurer changes:
Ronald E. Timpe was named chief

executive officer of Standard Insur-

ance Co. in Portland, Ore., succeed-
ing Benjamin R. Whiteley, who re-
tired but remains chairman of the

board.

Mary M. Armstrong named vp of
SAFECO Corp. in Seattle, where
she is responsible for information
systems and services.

Frank J. Kotarba named senior

vp-commercial small business mar-
ket segment at United States Fidel-
ity & Guaranty Co. in Baltimore.

Nationwide Mutual Insurance Co.

has made several appointments:
William M. Carpenter named vp-un-
derwriting in Columbus, Ohio;
Danny M. Fullerton named vp-
agency operations in Columbus; and
Charles D. Wollenzien Jr. named vp
of Nationwide's Annapolis, Md., op-
eration. Also at Nationwide, Patrick
L. Doyle retired as a vp in the office
of the chief executive officer in Co-

lumbus.

Gene Ballard rejoined The Home
Holdings Inc. as vp and controller in
New York.

Bryan S. Reid III joined Zurich-
American Insurance Group as se-
nior vp in the casualty department
in New York.

Timothy P. Mitchell named senior
vp and chief underwriting officer of
Continental Corp. in New York.
Also at Continental, Margaret P.
Berton named vp-special operations
group claims for Continental Insur-
ance Co.; Debra Speight named vp-
infrastructure management and ser-
vice team support of Continental In-
surance's information technology di-
vision; and Chris DePuy named vp
in charge of lawyer and accountant
professional liability programs for
Continental Pro, a division of Conti-
nental Insurance.

Joan D. Wilson and Ronald G.

Thornton named executive vps at
Marine Office of America Corp. a

Since 1900, Skandia America Re has been doing business in the U.S. In fact, with 93 years of
experience, we are the country's oldest continuing domestic reinsurer. Our core values are

straightforward-to provide our customers with underwriting excellence and superior customer
service, supported by state-of-the-art: technology. And with total assets of more than $1.4

billion, it's no wonder so many insurance professionals count on Skandia America Re
for financial protection in the twentieth century and in the decades to come.
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Skandia

Skandia America
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Tel: (212) 978-4700 Fax: (212) 385-2169

Branch Offices
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Tel: (212) 9784925
Fax: (212) 385-8660

Chicago
Tel: (312) 236-7833

Fax: (312) 236-3826
(800) 621-9260
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Tel: (404) 3934300
Fax: (404) 393-9639
(800) 242-7044

Norwalk
Tel: (203) 854-9966

Fax: (203) 8534005

San Francisco

Tel: (415) 398-1700
Fax: (415) 398-1544
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Tel: (203) 854-9966

Fax: (203) 853-4005

marine insurance unit of Continen-

tal Insurance.

Cornelius E. Golding named se-
nior vp, chief financial officer and
comptroller of the Atlantic Mutual
Cos. in New York. Also at Atlantic

Mutual, Lawrence H. Boyd named
senior vp-investments and chief in-
vestment officer,

Gayle Haskell, chief actuary of
The PW Group in Providence, R.I.,
has assumed the additional title of

vp-systems.

Manuel J. Becerra named vp and
national marketing manager, S.
Craig Lemasters named vp and
business board chairman, and

Howard J. Inclenrock named vp and
mgional sales manager for Ameri-
can Bankers Insurance Co. of Flor- -

ida and American Bankers Life As-

surance Co. of Florida, both subsid-
iaries of American Bankers Insur-

ance Group in Miami.
Joel Seigle named vp-life products

marketing of Transamerica Occiden-
tal Life Insurance Co. and Grace F.

Carpenter named vp-variable prod-
ucts for Transamerica Life Insur-

ance & Annuity Co., two Los Ange-
les-based units of Transamerica

COIp.
Laura Bartlett named vp-market-

ing for the San Francisco-based
California Physicians' Insurance
Corp., a unit of Blue Shield of Cali-
fornia.

Charles E. Hawkins named vp-
transition management and Alberto
J. Morales named vp-human re-
sources for Provident Life & Acci-

dent Insurance Co. of America in

Chattanooga, Tenn.
Ted M. Hutchison named vice

chairman of Principal Mutual Life
Insurance Co. in Des Moines, Iowa.

David 0. Daniels named senior vp
in the property/casualty division of
American Eagle Group Inc. in Dal-
las. Mr. Daniels succeeds J.B. Per-

kim who retired.

Dina Kennedy named vp of New
York-based Enhance F'inancial Ser-

vices Group Inc., where she works
in the undeniting department of
subsidiaries Enhance Reinsurance

Co. and Asset Guaranty Insurance
CO.

Agents/brokers
William Roberts named senior vp

of Hogg Robinson of California with
responsibilities in developing new
insurance products and services.
Also in Los Angeles, David D. Bar-
tlett named vp of Hogg Robinson of
California with responsibilities in
new client development and existing
commercial account management.

Gloria Forbes named vp at Hogg
Robinson of PA Inc. in Philadelphia.

William F. Poland named presi-
dent and chief executive officer of

Willis Corroon Corp.'s insurance op-
erations in San Francisco and direc-

tor of the Northern California re-

gion, which includes San Jose and
Sacramento.

Steven A. Odell named senior vp
of The Clair Odell Group, a Ply-
mouth Meeting, Pa.-based broker.

Barry Harper, president of the
Troy, Mich., ofice of Jardine Insur-
ance Brokers Inc, will become chair-

man upon the naming of his succes-
sor by year-end.

Also at Jardine, Joyce Bautovid
named president of the broker's Sar
Jose, Calif., office, succeeding Rid
Prentice who left the company.

William Gallagher Associate:
named James P. Smith senior vp ii
its Boston office and Richard A

Leavitt senior vp in the Columbia
Md., office.

Timothy Turner named presiden
of Chicago-based Crump Insuranc
Services of Illinois.

Denis J. Loiseau named vp-com
mercial risk management insuranc
programs and Viesha L Treadwe
named vp and producer in the Be

Continued on next pas



Continued from previous page
mont, Calif., office of Alburger
Basso deGrosz Insurance Services

Inc.

John R. Deal Jr. named vp-finan-
cial services and employee benefits;
Gary E. Heaslip named a vp, and
Ronald P. Joseph named vp-risk
management services and self-insur-
ance programs at Starkweather &
Shepley Inc., a Providence, R.I.-
based agency.

Reinsurance

John D. Dunn Jr. named senior vp
and treaty department manager for
SCOR ' Reinsurance Co. in New
York.

James Hazard named vp for a
newly formed business development
division for St. Paul Re, the reinsur-
ance operation of The St. Paul Cos.
Inc. in New York.

William P. Windhorst named

president of Paragon Reinsurance
Risk Management Services Inc., a
reinsurance brokerage subsidiary of
E.W. Blanch Holdings Inc. in Min-
neapolis.

Donna M. Peterson named senior

vp at JEH Re Corp. in Philadelphia.

Other suppliers
Andrew Power named senior

principal with responsibilities for
the health care and insurance

consulting practice of EDS
Corp.'s management consulting
services in Cambridge, Mass.

Donald R. Fitch named execu-

tive vp and chief financial officer
of Consolidated Group, a
Framingham, Mass.-based mar-
keter and administrator of em-

ployee benefits plans. Also,
Arthur T. Schiltz named executive

vp and chief operating officer,
and Richard P. Gallagher named
vp-insurer relations.

Patricia Blake named executive

director of Secure Horizons, Tufts
Health Plan for Seniors in
Waltham, Mass.

Henry "Hank" A. Boyd named
president and chief operating offi-
cer of CMG Health, a managed
behavioral health care firm in

Owings Mills, Md. Also, Keith
Schafer named vp-government
program development for CMG.

James Herrick named vp-strate-
gic contracting for PCS Health
Systems Inc., the Scottsdale,
Ariz.-based prescription benefit
management subsidiary of
McKesson Corp.

John F. Walsh named a vp of
The Segal Co. in New York.

Also at Segal, B. Victor Pfeiffer
named senior consultant-corpo-
rate benefits practice in Washing-
ton.

Peter Strauss named managing
consultant-health care provider
strategies at WF Corroon, the St.
Louis-based benefit consulting
arm of Willis Corroon Group
?.L.C. Also, James A. Clauss and
iandall S. Moran joined as senior
,enefits analysts; Tammy L.
jrown joined as benefits analyst;
md John T. Vollmer joined as em-
)loyee benefit consultant.
Joyce M. Lloyd named vp-sales
nd marketing for WellPoint
'harmacy Management, the
Voodland Hills, Calif.-based unit
f WellPoint Health Networks

AC.

G. Sue Dituri named president
nd chief operating officer for
ummitt Perspectives, Risk Man-
gement & Insurance Services
ic., in Sacramento, Calif.
Dr. Paul A. Bluestein named se-

.or vp and medical director of
onnectiCare Inc., a Farmington,
onn.-based managed care orga-
zation. Also, Eric J. Kaplan
imed vp-sales and account man-
fement.

Dr. Richard Cornell named vp-

medical affairs and chief medical
officer of Blue Cross & Blue

Shield of Massachusetts in Bos-

ton. Also, Judith Hemming named
vp-government programs and
Mark Kelley named vp-Eastern
local division.

Dr. Clyde A. Wright named
president and general manager for
CIGNA HealthCare of Arizona in
Phoenix.

Stephen A. Noceti named vp-
government relations of Insurance
Services Office Inc. in New York.

Christopher Kane joined the At-
lanta office of A. Foster Higgins &
Co. Inc. as a principal and leader
of health care provider consulting
in the Southeast region.

At Continental Risk Manage-
ment Services in New York, E.
Randall Clouser named president,
Douglas Witschen named execu-
tive vp and chief underwriting of-
ficer and Cindy Gates named se-
nior vp and sales director. M
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Introducing Medata Strategies,

the industry's most affordable, com-

prehens:ve medical billing review

software system. This

systern saves

insurance compa- 
nies, third party 
adminisuators and \-V

self-insured/self-administrated com-

panies more money and costs less

than any other billing review program

or service on the market. Guaranteed.

Medata Strategies can review

medical bills for:

• reasonable and customary charges

• fee schedule compliance

I appropriate use of procedures with

diagnostic codes

• drug and supply charges

• number of visits (utilization review)

lunbundling of procedure codes

I duplicate billings

m appropriateness of physical therapy

I compliance with billing procedures
i levels of service...and more.

Whether you review 100 or

100,000 bills per month, buy or lease,

flexibility and unique design make

Medata Strategies your best money-

savmg move.

Call Medata today for information

and a free demon-
.®
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MedataStrategies
The Originator Is Still The Leader.

(800) 935-9995
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Campbell to pay $42 milhon in restltution and prison sentence stemming from sep- of the 14 companies used m the as were various brokerage and
agreed to hquidate the Anguilla in- arate fraud mdictments in Mobile, conspiracy to defraud World Life management companies used to
surer and more than a dozen other Ala, and Philadelphia The Phila- • Cle Internationale Flnanciere slam comrmssions and fees off the

Continued from page 3 offshore msurers responsible for delphia charges focused on the de Reassurance of Belgium, for- business, prosecutors have charged
Tampa, Fla (BI, Nov 23,1992) milhons of dollars of unpaid claims World Life collapse (BI, Apnl 18, merly Overseas Deposit Insurance Among other things, prosecutors

The Newark indictment charged The latest charge, accusing Mr Dec 6,1993) Co Ltd of the Turks & Calcos Is- alleged that Mr Campbell con-
him with overvaluing an asset Campbell of racketeering conspir- Ms Rentz, Indicted with her hus- lands spired with Mr Teale, Ms Rentz

claimed by a now-defunct Angtulla acy, was filed by the U S Attorney band in both cities, is currently • Northern Commercial Fire & and others to
insurer he controlled Tampa prose- in Philadelphia in May serving a 13-year pnson term after General Insurance Co of the Turks • Form offshore shell companies
cutors accused him of issuing 29 Prosecutors alleged Mr Campbell pleading gwlty with him last year & Caicos, formerly American to create the false impression that

worthless checks drawn on a fraud- took part in a scheme with Mr Mr Teale's operations-mcludmg Transportation Insurance Co mdependent corporations were par-

ulent bank he formed in Montser- Teale and his wife, Charlotte Rentz, his role in the World Life col- The aim of the scheme was to tlcipatlng m the World Life reinsur-
rat, Bntish West Inches to defraud World Life and group lapse-were also the subject of 1991 have World Life act-as frontlng in- ance program, when in fact all the

Mr Campbell was sentenced to health pohcyholders usmg a net- hearings by the Senate Permanent surer on blocks of group health companies were controlled by the
71 months on the Flonda charge work of brokerage, management Subcomm-ttee on Investigations business, ceding the nsks to several conspirators
and 60 months on the Newark and reinsurance compames (BI, July 1, 1991) fraudulent offshore reinsurers The • Form a network of manage-

charge, with the sentences to run Mr Teale died in prison m Apnl Philadelphia prosecutors charged reinsurers were controlled by Mr ment and intermediary compames
concurrently He was also ordered at age 64 while serving a 17-year that Mr Campbell controlled two Campbell, Mr Teale and Ms Rentz, with multiple layers of corporate

ownership to confuse regulators
and justify multiple cornmission

and fee payments from World Life
premiums

• Produce fraudulent financial

statements for Financiere and

Northern Commercial showing sub-
stantial assets, when in fact the re-
insurers had virtually no assets
• Fraudulently claim that Finan-

v-Crc2 4'-
ciere and Northern Commercial

had a $25 mtllion pollcyholder

,[F *
trust account at Cenwest National

f . *44 ./9/ Bank in Johnstown, Pa, when in
fact no such account existed (BI,
May 6, 1991)
• Set up pohcyholder trust ac-

counts for Flnanciere and other re-
11 .

insurers at Mellon Bank in Dela-
,1

1 ware using virtually worthless
1

over-the-counter stocks that the

conspirators then reported at in-

I '. /-41]./'"4. - f.
1 flated values The trust accounts

4 t :364 f>4,1 i'2 '. tt,14@St <,, '4»*r >fL--2 **

were set up through World Re Inc,
an Atlanta-based Intermediary that
Mr Teale controlled

, 111 • Deplete reinsurance claims ac-

425
counts by paying multiple commis-
sions and fees to themselves, letting

IM- _-3.<«=tf»/.
milhons of dollars of legitimate* 85;-4.

«:5 . --« .:X,J>55· medical claims go unpaid
Among those victimized were

> participants in CARE-USA Plan, a
San Antonio-based MEWA insured

by World Life and reinsured by
Fmanclere and two other Teale-

controlled offshore companies,
prosecutors allege

Between July and December
1990 CARE-USA paid about $2
milhon in premiums directly to

41<554'4»S:S>J World Re, Mr Teale's Atlanta- 1
based Intermediary The reinsurers
failed to pay about $2 1 milhon in
medical claims, though, and in De-
cember 1990 World Re unllaterally

f canceled the CARE-USA reinsur-

ance program
Meanwhile, another MEWA, In-

.
.

ternational Forum of Florida

Health Benefit Trust, bought "as-
sessibility reinsurance" through
World Re to cover monetary assess-

. ments of participating employers in
case of a shortfall rn the MEWA's
trust account

World Re placed IFFHBT's rem-
3„11 1.,1,I, IL, 1.11*.i-,11,.1,1 1'1},0 »1.111 Ih, 7 lid, 1.11.1, 1. 7114·# -i„,1, i„11,1,,1,(/.11,11 h„,11 surance with Northern Commercial

and two other Teale-controlled
11,11,1 1„ 11 4 11,1 Oil, 11111111!, lili, 1 i "4111* .11| ,)111 1,) ;11 Iii 4,1 1.lili kilul-,)1 1,11.1114 -- 111(

companies, and the MEWA paid

/1, It int:1/11' 11. I 1 4 iii| (lili'.111 u / i i.1/plilili ili| 1* 1, '11 111.1/ 1.,1 $75,000 in premiums for $1 million
in assessiblhty coverage

It + 'IN)11111 11, 111.0.4 ,„1, 14.1(1, 1,)1 1111 *111*1( 1. 1).111.01 .1 4.,11-, |i, In.11., .,)11 1,.1, 11 1.1 In Apnl 1990, the Flonda Insur-
ance Department, which had taker

11„ pl/'/, ./ii,1 t.ill \ \l control of IFFHBT, demanded s
$750,000 payment from World R*

liii (i-i,nit- 0111 ilip!..Hh A, 111111,)11 111-nt.Ill(, hi. 1)4,11 -lilli)|, .111(| .|1.1IU|11|niu.11,1 under the terms of the reinsuranc,

contract Three months later, how
14 4 14 4 4,11111111|1 1| 11, 141„#11|11111 4 <1 1*ILL, 1|1.11 - 1 4,11-·10|411| fli)11 1)11( -·ltll.111,)11 |1) 1|1* 111 \1 ever, World Re denied the clain

and unilaterally canceled the IFF
4.1 Illq In-i t| un H IN, 11 H.1. thi ..rn| 1- bli),unu t|1*11.1.1. HBT contract, prosecutors allege

Four prmcipals of IFFHBT wer
111 +114,11 1,41 011|. ihi ,%, 11114|,1.1.11)41 1111 111).11- i,)11 1, 11,1112 14 1, *14 11

Ale 2
themselves sentenced to prison las
year after pleading guilty in feder:

n, .11, kn,nt Ih, -1111)|t| ..1, t, 11, |pi,)11 1,.1, 11 111,111 court in Orlando to various charge
stemming from the MEWA's co'
lapse (BI, June 28, 1993, May 1'

ASSOCIATED AVIATION UNDERWRITERS 1993)

11„w, 4/i,. -Ii. it 11,11 \1 •Iii „, 1. / 1/1. , *11 i.11,1 '1111,1 1,  1  11], 1_ 111111 1,1 It, '1 k '11 1 , '1. 1, In civil htigation, Flonda regul:
tors had also charged that M
Teale not only wrote worthless r
insurance for IFFHBT but also pri
vided the MEWA with bogus sect
ntles it reported as assets to stav
off an Insurance department tak
over



Burden of QDROs

can be lifted: Study
By CHRISTINE WOOLSEY

Dealing with qtiAlified domestic
relations orders is unduly burden-
some for most pension plan adminis-
trators, a suivey says.

But, there are a variety of ways to
make the QDRO process less prob-
lematic, according to a group of 219
U.S. corporate employee benefit pro-
fessionals surveyed by BroolcEield,
Wis.-based International Foundation

of Employee Benefit Plans.
QDROs were created by the Re-

tirement Equity Act of 1984, which
amended ERISA and the Internal
Revenue Code. The amendments

carved out an exception to the provi-
sions prohibiting the assignment and
alienation of plan benefits. Under
the authority of a QDRO, retirement
benefits may be distributed to indi-
viduals other than participants to
fulfill spouse or child support obliga-
tions and divorce settlements.

Of the 219 employee benefit pro-
fessionals responding to the IFEBP's
first Corporate Research Panel sur-
vey of 1994, 60% described their
QDRO responsibilities as somewhat
burdensome. Those responsibilities
typically include: notifying the ap-
propriate individuals upon receipt of
domestic relations orders, segregat-
ing amounts payable under DROs,
determining whether DROs are qual-
ified and distributing benefits pursu-
ant to QDROs.

To be quslified, DROs must spec-
ify, among other things: the name
and address of the benefit plan par-
ticipant and those of the alternate
payee or payees; the amount of bene-
fits to be paid; and the manner in
which benefits will be paid, in accor-
dance with the benefit plan's terms.

The QDRO responsibility that
most respondents-59%-found
problematic is communicating
QDRO requirements to attorneys.

Forty-two percent indicated prob-
lems in determining whether DROs
are qualified, the survey found.

In fact, 26% of respondents re-
ported that the vast majority of do-
mestic relations orders fail to qualify
on first submission.

And, 41% of respondents said it is
difficult to communicate QDRO pro-
cedures to participants and potential
alternate payees. And, 28% reported
difaculty in administering distribu-
tions in accordance with the QDROs.

The percentages add up to more
than 100% because respondents
identified more than one problem in
administaing QDROs.

The respondents agreed on several
techniques to improve the handling
of QDROs in their organizations.
Among them:
• Establish checklists and guide-

lines for handling DROs and/or de-
termining if they are qualified.
• Communicate with attorneys be-

fore writing a DRO and provide
them a checklist pr model QDRO.
• Outsource QDRO tasks.
Few mtirement plans charge indi-

vidual participants and/or alternate
payees a fee for processing QDROs,
the survey found. But, of the five
plans that do charge a pmcessing
fee, two only charge a fee to alter-
nate payees, while the remaining
three charge both participants and
the alternate payees the fee.

Most organizations-65%-with
defined contribution plans provide
alternate payees under QDROs the
;ame rights to direct investments as
,lan participants, the survey found.

The IFEBP also asked respondents
Ibout qualified medical child sup-
Trt orders, which were created by
he Omnibus Budget Reconciliation
ict of 1993. A QNICSO is a court or-

der for a group health care plan to
provide benefits to a child of a par-
ticipant, even though the child may
not otherwise be eligible for benefits.

Most plan administrators are
aware of the QMCSO provision in
OBRA 1993, but only 15% reported
receiving one since Aug. 10, 1993,
the mquired date of compliance, the
survey found.

For free copies of the survey, "Quali-
jied Domestic Relations Ordens and
Qualified Medical Child Support Or-
ders," contact the pubtic relations de-
pal·tment of the International Foun-
dation Of Employee Ben€jit Plans,
P.O. Box 69, BmokAeld, Wis. 53008-
0069; 414-786-6710, ert. 219.
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WE DO]VT PERFORM SURGERY.

BUT WE DO HELP

HOSPITALS OPERATE.

4/.1.-/+ " f .

We don't manage hospitals or practice medicine.

We don't provide the advanced medical technology that begins the road to recovery.

But without us, running a hospital or performing surgery would be a little tougher.

Willis Corroon manages risk for health care businesses, from hospitals and nursing

homes to biotech and medical device manufacturers. We help our health care partners

negotiate and implement the best possible insurance and risk management programs -

we even help them discover new ways to cut costs without cutting quality.

It's a healthy combination. Because when it comes to quality health care at a

reasonable cost, we all want to work for more successful operations.

WILLIS CORROON 
A world Leader in risk management and insurance 6roking.
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Outlook
Continued from page 1
as the Bermuda facilities entered the

property catastrophe market flush
with $4 billion in new capital and as
more Lloyd's of London syndicates
were shut down (BI, Sept. 20, 1993).

Following last year's Rendez-
V6us, ceding companies were more
willing to pay high prices for prop-
erty catastrophe reinsurance cover-
age and go to the market early for
fear that capacity would not be

4

available at year-end. They discov-
ered, however, that the coverage
was easier to place than they imag-
ined.

This year, there generally is more
than enough property catastrophe
reinsurance capacity to go around;
the Bermuda market is up and run-
ning and willing to sell, and Lloyd's
hasn't gone under.

Reinsurer executives during the
Rendez-Vous were adamant that

they are not going to lower property
catastrophe reinsurance prices. But
nearly everyone agreed that negotia-

38th

Rendez-Vous

de Septembre

tions will be difficult in the coming
months, as cedants look to reduce

their catastrophe reinsurance prices.
"I think it's been a remarkably

calm Monte Carlo," summed up
Ronald Iles, chairman of Alexander

& (UK) Ltd. "I think the renewal
season probably will be late because
I guess there is certainly an expecta-
tion on the buyers' part for a
smoother r.de. Theyre 10olcing for
some rate reductions and they might
wait until the last minute to get the
best rates."

Many ceding companies have paid

000000000*00000*000000000000000000000000

reinsurers back for the major catas-
trophe losses in the late 19805 and
early 19904 so they will be looking
for better terms from their reinsur-

ers, said YIr. Iles.
In addition, ceding companies in

Japan during April 1 renewals and
in Australia during July 1 renewals
already have seen rate reductions of
between 7% and 15%, so European
and American ceding companies
will be looking for similar reduc-
tions at year-end, noted Mr. Iles.

Year-end renewals "will be easier

than last year. But how much is too
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early to say," said Benito Pag-
nanelli, deputy general manager of
Assicurazioni Generali S.PA. in Tki-
este, Italy. "There's been more en-
thusiasm from Bermuda....I think

new competition will start."
Mr. Pagnanelli echoed what other

Re*lez-Vous participants said: ca-
tastrophe excess-of-loss reinsurance
rates will decrease by about 10% to
15%

"People say that it's fear and
greed that drive the market and
there is no fear anymore. There is
only greed," said John R. Berger, ex-
ecutive vp of F&G Re Inc. in Morris-
town, N.J.

Two years of large premium in-
creases due to higher catastrophe re-
insurance rates have left buyers de-
termined to pay less at this year-end
mnewal season, Mr. Berger said.
"Their mentality is that there have
been two years where we have paid
through the nose and now it's our
LUL.1

Especially outside the United
States, cedants believe that they are
due a reduction in rates because

they've paid losses back, agreed
James N. Stanard, chairman, presi-
dent and chief executive officer of
Renaissance Reinsurance Ltd. in

Bermuda.

But, he added, while the general
mood among reinsurem is that
they'll face pressure to lower non-
U.S. catastrophe prices, actual con-
tracts are holding up.

"The general feeling is that it will
be back to the old days of cutting
prices to retain market share," said
Ajit Jain, president of Berkshire
Hathaway Inc.'s reinsurance divi-
sion in Stamford, Conn.

Ceding companies last year paid
"hard market prices" that were die-
tated in October 1993, when capac-
ity was short, noted Tom Carpenter,
chairman of London broker E.W.

Payne Ltd., the reinsurance subsid-
iary of Sedgwick Group P.L.C. But
this coming renewal season, rates
will be under pressure.

However, there still isn't enough
capacity to supply U.S. ceding com-
panies with high levels of catastro-
phe reinsurance cover, so the ceding
companies do not buy it, Mr. Car-
penter said. Rates, therefore, may
remain stable in the US. market

next year, "I see no reason for the
major reinsurers to mduce the
price," he added. But eveiywhere
else in the world cat rates probably
will decline.

What could change this scenario
is the effect that interest rate rises

could have on insurance and rein-

surance companies' bond portfolios,
according to Mr. Carpenter. An in-
crease in interest rates could have a

larger effect than Hurricane An-
drew, he noted, explaining that rein-
surers are heavily invested in gov-
eminent bonds. Rising interest rates
are decreasing the market value of
those fixed-rate investments.

Though major continental Euro--
pean minsurers recognize the possi-
bility of rate reductions, they say
they will try to resist this pressure.

"I personally believe we will have
no softening," said Fedor Nierhaus,
member of the board of manage-
ment of Munich Reinsurance Co.

during a phone interview following
the Rendez-Vous. There has been a

hardening of the market in many
fields, "but it is not sufficient yet. Ir
some areas it may be justified to re
duce rates. But in most areas the re

insurers would be justified in in·
creasing prices and improving con
ditions."

Price reductions should only b,
considered where ceding companie
have paid back the losses from th,
past, said Mr. Nierhaus. "Prices ii
the catastrophe field must be main

Continued on next pag



Continued from previous page
tained. There is no reason for a price
reduction," he said. Although there
are people who are trying to talk the
prices down, "reinsurers are not
necessarily among them."

"We are not discussing catastro-
phe for the time being because we
have absolutely no reason to lower
the cat rates," said Walter B. Kiel-
holz, member of the executive board
of Swiss Reinsurance Co. in Zurich.

"Discussions about lowering prop-
erty cat rates are premature."

"We are not looking to reduce
prices. If prices mduce, we will re-
duce the amount of capacity that we
have," said Dirk Lohmann, deputy
member of ' the board of manage-
ment of Hannover Re/Eisen & Stahl
Re Group in Hannover, Germany.

"We'll try to communicate to peo-
ple that we see that there is this
pressure after one or two years of
good results to see an improvement
in reinsurance terms...but we need

a fair return (on our capital)," he
said.

Reinsurer results over the past 10
years show that the industry is still
in deficit, added Michael Reischel,
chairman of the executive board of
Hannover Re/Eisen & Stahl.

Reinsurers will not be cutting
rates severely at year-end renewals,
predicted Michael A. Butt, president
and CEO of Mid Ocean Reinsurance
Co. Ltd. in Bermuda.

"Nobody admits to doing it and
while the brokers are talking about
decreasing rates I don't feel strong
pressure," he said. "From the buyers
end, we are hearing, 'Can we have a
rational response?' but we are not
feeling heavy pressure."

Any decrease in rates for catastro-
phe coverages should be contained
at between 5% to 10%, Mr. Butt
added.

The balance between rate reduc-

tions and rate stability remains sen-
sitive, agreed Robert F. O'Leary,
president and chief operating officer
of reinsurance intermediary Willcox
Inc. in New York.

"If there's not a major catastrophe
until the end of the year, and ceding
companies have not presented a ma-
jor (Northridge) earthquake loss to
reinsurers, and they can provide up
to date information and modelling
to show control of their quake and
wind exposures, there will be pres-
sure put on intermediaries to obtain
some leasonable concessions from

the market," Mr. O'Leary said.
Rendez-Vous participants specu-

lated that competition may return to
the catastrophe reinsurance market
because London does not want to
lose business to the new Bermudan
facilities and vice versa. At the same
time, more U.S. reinsurers are also
willing to lead business, observers
say.

If the traditional lead underwrit-
ers in London are not prepared to
reduce rates for good risks, reinsur-
ance brokers will go elsewhere, said
Mr. O'LEary.

"If London is not prepared to be
realistic then we would hope that
the U.S., Bermuda and the rest of
the world will provide reasonable
rluotations," he said.

More US. reinsurers are prepared
o lead programs, noted Thomas C.
Nafer, senior vp at Willcox. "There
s a real quoting market in the
Jnited States now."

However, large risks still have to
ie supported by capacity from Lon-
ton and Bermuda, Mr. O'Leary
dded. "We've had examples of get-
mg lower quotes from US. compa-
ies and then not having the capac-
7 to complete without London or
ermu(la; once you get past $80 mil-
on you have to go to London or
ermuda."

The Bermuda catastrophe reinsur-

ers set up over the past two years
are now prepared to lead risks
rather than always follow London
leads.

Until now, only Mid-Ocean Re,
which was the first of the new Ber-

muda catastrophe reinsurers, and
Partner Reinsurance Co. Ltd. have

been prepared to quote leads.
But the capacity available for ca-

tastrophe risks varies by territory,
with the most demand coming from
national accounts in the United
States.

Most Bermuda reinsurers say they
have no more capacity available for
US. business that includes includes

earthquake or windstorm exposures.
"I'm sold out in the U.S.," said

Donald Kramer, chairman of Tem-
pest Re Ltd. in Bermuda. "Demand
from the US. was driven by share-
holder value issues more than tradi-
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tional insurance to risk issues."

International Property Catastro-
phe Reinsurance Co. Ltd. is also at
capacity for U.S. national account
business, said James Bryce, senior
vp-underwtiting at IPC.

"We ran out of capacity to write
national account business in the
U.S. in June," he said.

That lack of capacity will ensure
that rates will stay firm for that
business, Mr. Bryce said. In particu-
lar, companies that suffered large
losses from the Northridge earth-
quake in January will not receive
any rate cuts.

Although the Northridge earth-
quake is likely to register as the sec-
ond-largest catastrophe loss ever for
the insurance industry, after Hurri-
cane Andrew, most of the loss was
borne by insurers.

However, the quake, which is pro-

jected to cost the insurance industry
over $7.2 billion, meant some clients
bought "a lot mole coverage" earlier
in the year, Mr. Bryce said.

Elsewhere in the world there is a

perception that there is more supply
than demand for catastrophe capac-
ity, said John P. Dowling, president
and CEO of IPC.

"But you have to question
whether people buy what they
need....In some temitories, people
are running a large amount of risk,"
he said.

Despite the new Bermuda facili-
ties, total worldwide catastrophe ca-
pacity is still significantly lower
than it was a few years ago, Mr.
Dowling said.

"About $10 billion left the market
and there has been a resurgence of
amund $5 billion to $6 billion, so
there is still a lot less than there was

Call your independent agent or broker who represents Kemper National or call 1-800-323-9585.

Kemper
Risk Management
Services

in 1987," Mr. Dowling said.
Meanwhile, non-catastrophe

property/casualty coverages in the
United States will remain depressed
during year-end renewals, Rendez-
Vous participants speculated.

Non-catastrophe rates in the
United States are still very poor,
said Jacques Blondeau, chairman
and CEO of SCOR S.A. in Paris.

In particular, casualty rates are a:
the same levels as 1983, he said.

And there is no sign that casualty
rates will increase, said Frederick
Kist, managing partner at Coopers
& Lybrand's casualty actuarial and
risk management consulting prac-
tice in Atlanta.

Although investment returns are
down, they are still large enough for
insurance and reinsurance execu-

tives to obtain adequate returns on
Continued on page 64
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casualty business without increasing
rates, Mr. Kist said.

Any change is still some way off
as there is not enough pressure on
rates for a marketwide hardening,
he said.

"In our view, casualty rates are at
an unattractive level," said Mr. Kiel-
holz of Swiss Re, adding that his
firm will not actively write U.S. ca-
sualty business.

At the same time, casualty rates
are unlikely to go any lower at re-
newals, said Mr. O'Leary of Willcox.

"There is no mal downward pres-
sure on casualty business but it is
still very competitive so there is no
upwards pressure either," according
to Mr. O'Leary.
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For property pro rata reinsurance
coverage in the United States,
though, there could be some down-
ward pressure on rates, said Mr.
0'.Leary.

"There could be some pressure on
the margins where the business has
been profitable," he said.

But overall, the property market
will be largely stable, he added.

Only in continental Europe might
prices rise and conditions tighten for
certain property and liability cover-
ages, according to Rendez-Vous par-
ticipants.

"The major problem we have in
Europe is the industrial propor-
tional fire business," said Mr. Kiel-
holz of Swiss Re.

Though there is enough catastro-
phe capacity to satisfy demand in
Europe and Japan, proportional
treaty business in some areas of Eu-
rope is still underpriced due to in-
sufficient primary rates, said Herve
Cachin, president and director gen-
eral of Societe Anonyme F'rancaise
de Reassurances in Paris.

"The price of commercial lines
business in France still needs to go
up 15%," he said.

Property rates have increased in
Britain and Germany, but reinsurers
are still suffering hard times finan-
cially, Mr. Cachin said. "Most pro-
fessional reinsurers have improved
results but our profitability is still
not what it should be."

The rate of return on equity for
SAFR in 1993 was 7.5%, Mr. Cachin

..
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said.

"That is only marginally higher
than the rates on the bond market

so we still need to improve our prof-
itability," he said.

But pressure to increase rates for
proportional treaties may be stifted
by the feeling of some cedants that
they paid too much for their catas-
trophe coverages last year, Mr.
Cachin acknowledged.

"Companies accepted rate in-
creases in November and at the end

of December they discovered that
their treaties wen over placed and
in June they told their brokers that
they had not done a good job," he
said.

But European cedants should still
expect to pay higher proportional
treaty rates, said Mr. Blondeau of
SCOR. "What has been done is not

enough."
Large industrial risks in Europe

should still expect a 15% to 20% in-
crease in rates, he said.

But it is not just previously poor
rating in Europe that will affect re-
insurers, Mr. Blondeau said. The in-
crease in insured values due to tech-

nological developments and the end
of the recession in Europe will in-
crease demand for insurance and re-

insurance, he said.
"Loss ratios have been quite good

in 1993 and 1994, but we expect loss
ratios to increase because of the in-

creased economic activity," Mr.
Blondeau said.

Reinsurers need limitations on

proportional property reinsurance
treaties, particularly for earthquake
and windstorm coverages, added
Mr. Nierhaus of Munich Re.

Property insurance rates will con-
tinue to go up in France, where
rates have risen more slowly than in
other parts of the world, added
Patrick Lucas, chairman of Paris-
based broker Gras Savoye S.A.
Some underwriters would like to see

rate increases of up to 15%, but Mr.
Lucas doubts those kind of in-

creases will be possible.
Another development in Europe is

a crack-down on unlimited liability
coverages. This includes employers
liability, professional liability,
third-party auto and, in France,
some general liability coverages

Reinsurers haven't offered unlim-

ited liability coverages in the United
States for many years.

"In certain cases we are taking a
very serious view that we are no
longer writing unlimited cover,"
said Mr. Kielholz of Swiss Re.

Some countries, though, require
by law that motorists buy unlimited
third-party auto liability insurance
and this will take time to change, he
added.

In the United Kingdom, Swiss Re
will not write any unlimited em-
ployers liability coverages. And, as
of Jan. 1, the reinsurer will no

longer offer unlimited liability pro-
tection in France for industrial and

professional liability risks.
"Reinsurers want to discontinue

(unlimited liability covers), which is
absolutely right," added Mr. Nier-
haus of Munich Re.

Meanwhile, Michael R. Pinter,
chairman and CEO of Kemper Rein-
surance Co. in Long Grove, Ill., said
there are some changes in the way
that reinsurers are dealing with
their clients.

"We are seeing a change for the
better in the way that reinsurers in-
teract with clients," he said.

Reinsurers are now more willing
to work with their clients dimctly
on loss prevention and other risk
management issues for their policy-
holders, Mr. Pinter said.

"It is becoming a much mom ser-
vice-related business and clients are

looking for added values," Mr.
Pinter said. ijw
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Rendez-Vous attracting more vendors
By STACY SHAPIRO

MONTE CARLO, Monaco-
Though the empty restaurants
didn't show it, the omcial atten-
dance of the 38th Rendez-Vous de

Septembre was up this year.
The attendance was "very satis-

factory," with 2,068 people from 995
diEerent companies in 80 countries
registering with the oSicial organiz-
ers, noted Antoine Jeancourt-Galig-
nani, president of the Rendez-Vous
de Septembre organizing committee.

This was up a fraction from 2,040
last year (BI, Sept. 20, 1993).

And the official list of partici-
pants-given to every registrant to
help them organize meetings-also
grew to 107 pages from 97 pages a
year ago.

The growth is not necessarily a
sign of an improved reinsurance
market, however.

What is increasing is the number
of "professionals" attending the con-
ference, namely lawyers, consult-
ants, bankers, accountants and in-
surance runoff administrators, ac-

cording to Mr. Jeancourt.
One British reinsurer who did not

attend the Rendez-Vous this year
noted that the meeting is in danger
of becoming the "reinsurance advis-
ers" gathering rather than an an-
nual meeting place for reinsurance
underwriters and brokers.

Some reinsurers this year remem-
bered the days when the Rendez-
Vous began and underwriters came
armed with statistics and sat down

to underwrite year-end renewals at
the tables of the Cafe de Paris or the

lobby of the Hotel de Paris.
But others remember those days

with fear. One former Lloyd's un-
derwbter said that it used to be a

rule in the market not to write any
business the week after the Ren-

dez-Vous in case coverages that
could not be placed had been writ-
ten at the meeting.

Many continental Europeans be-
lieve that the reinsurance gathering
in Baden-Baden, Germany, at the
end of October is more worthwhile

from an underiting perspective.

More business is done in Baden-

Baden because reinsurers' nine-

month figures are out, which gives
them a better idea of what their

1994 results will be, said Michael
Reischel, chairman of the executive
board of Hannover Re/Eisen &

Stahl Re Group in Hannover, Ger-
many. "Then you have a better pie-
ture of what's going on and the hur-
ricane season is over, so (the situa-

tion) is more stable in a way."
But Mr. Reischel comes to Monte

Carlo to meet clients and get an idea
of the trends in the market that will

affect year-end renewals.
Many people still value their week

in the dog days of summer in Monte
Carlo, however, to gather informa-
tion that will be valuable during the
year-end renewal season.

R was Mr. Jeancourt's first time

at the Rendez-Vous. "I was struck

by the dynamism of this meeting,"
he said. "The vitality of the confer-
ence is unequaled anywhere."

Mr. Jeancourt became president
of the Rendez-Vous organizing com-
mittee when he took over as chair-

man and chief executive officer of

Assurances Generales de France in

February (see story, page 71). The
chairman of AGF has traditionally
been the president of the Rendez-
Vous committee since the meeting
began in 1957.

Twelve countries are represented
on the Rendez-Vous organizing
committee by senior executives of

the world's largest insurers and re-
insurers, including Cologne Reinsur-
ance Co.; Assicurazioni Generali
S.pA.; CIGNA Reinsurance Co.; The
Mercantile & General Reinsurance

Co. P.L.C.; Swiss Reinsurance Co.;
and Skandia International Insur-

ance Corp.
This year, the organizing commit-

tee published reams of information
in French and English to give the
insurance media some idea about

the state of the world's insurance

and reinsurance market.

For example, the committee's data
noted that insured damages in 1993
totaled $11.3 billion, compared with
insured damages of $26.4 billion in

Bermuda reinsurers

assert their place
in world market

By GAVIN SOUTER

MONTE CARLO, Monaco-Ber-

nuda catastrophe reinsurers were
)ut in force at this year's Rendez-
lous de Septembre-and plan to
:eep coming back.
Despite continued skepticism

mong some London and continen-
al European reinsurers, the Ber-
nuda reinsurance market is now a

ermanent fixtum in the reinsur-

nce world, Bermuda executives
ay

And many of the new companies
re taking a more aggressive stance
s they negotiate their first renew-
ls. Instead of simply following Lon-
in leaders, several new Bermuda

Enpanies are now prepared to
iote leads on catastrophe reinsur-
ice programs.

In several cases, the Bermuda
Impanies are undercutting London
tes to win the business, some ob-

rvers say.

That renewal business will keep
e Bermuda catastrophe reinsurers
mly in the black and able to pro-

vide profits for their shareholders,
they say.

But just how long they will be
able to keep up the returns on eq-
uity by writing little more than ca-
tastrophe business is still a source of
speculation.

Bermuda is now an established

reinsurance market, said James N.
Stanard, chairman, pmsident and
chief executive officer of Renais-
sance Reinsurance Ltd.

"Bermuda is now a real market

and there is little skepticism about
that, apart from in a few closets in
London," he said.

Most buyers now aclmowledge
that Bermuda is a secure market

and they are placing business them
to access the nearly $4 billion in
capital that the market has at-
tracted, Mr. Stanard said. Ceding
companies also are placing business
in Bermuda to diversify their rein-
surance markets and obtain cover-

age from a financially secure mar-
ket, he added.

"Companies are saying, 'Why do I
Continued on nezt page

1992, when Hurricane Andrew

struck, among other events.
There were 340 catastrophic

events in 1993, despite being a prof-
itable year for many reinsurers.
None of these disasters were consid-

ered a "major natural disaster or
man-made catastrophe" and the to-
tal insured catastrophe loss only
amounted to $6.9 billion, the com-
mittee noted.

None of them, in fact, compared
with Humicane Andrew, which in
1992 cost underwriters $16.2 billion,
bringing 1992 total catastrophe
losses to $18.2 billion, according to
the committee.

The United States had the most

insured catastrophic damage in
1993, totaling nearly $7 bil-
lion-40% of the worldwide total.

Europe's catastrophe losses cost $2.6
billion, or 22% of the world total;
while Asia had 15%, or $1.7 billion.

So far in 1994, major catastrophe
claims include the January earth-
quake near Los Angeles, for which
insured loss estimates now stand at

$7.2 billion; an Arctic freeze in the

United States costing $1.7 billion;

and Typhoon Yancy in Japan earlier
this month costing $896 million.

In addition to catastrophe losses,
1993 losses tracked by the commit-
tee included:

• 30 air disasters costing more
than $920 million, compared with
32 air crashes in 1992 costing $604
million.

• 37 marine disasters, compared
with 29 in 1992. No insured loss es-

timate was given.
• 39 industrial losses costing $1.6

billion, compared with 37 events in
1992 costing $1.3 billion.
• $302 million from two rail di-

sasters, namely the derailing of the
Amtrak-Sunset Ltd. Express; and
the collision between a subway and
a crowded passenger train in Sin-
gapore. No comparable 1992 train
accidents were cited.

In addition to disseminating infor-
mation about 1993 catastrophe
losses, the Rendez-Vous organizers
also provided details about the
French insurance market.

French insurers' worldwide pre.·
mium income rose 18.4% to 820 bil-

lion French francs ($145.14 billion)

in 1993, from 692 billion French
francs ($130.79 billion) in 1992, ac-

cording to Egures provided by the
Federation Francaise des Societes

d'Assurances. Of this, about 4% is
derived from minsurance business.

Reinsurance premium income rose
13% to 33.8 billion French francs

($5.98 billion) last year from 29.9
billion French francs ($5.65 billion)
in 1992.

The largest reinsurer in the
French market is SCOR S.A., with
net premiums last year totaling 9.8
billion French francs ($1.73 billion),
according to information from Syn-
dicat des Compagnies Francaises de
Reassurances.

AXA Reassurance S.A. is the sec-

ond largest, with net premiums to-
taling 5.7 billion French francs
($1.Ol billion).

Next year the Rendez-Vous de
Septembre will be held in the week
beginning Sept. 4, said Mr. Jean-
court. The topic for the half-day
conference, which this year was re-
insurer security, will be "environ-
mental protection: the cost of it and
who will pay," he said.
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Bermuda
Continued from previous page
have some companies reinsuring
me who I have barely heard of?'
They want to consolidate their cov-
erages with well-capitalized com-
panies," Mr. Stanard said.

"I'm personally very happy with
the Bermudian companies because
they provide the capacity that rein-
surers need to fulfill their ser-

vices," said Walter B. Kielholz, a
member of the management board
of Swiss Reinsurance Co. in Zur-

ich, Switzerland and a director of

Bermuda catastrophe reinsurer
Partner Reinsurance Co. Ltd.

"As long as this is governed by
financial disciplines, I don't mind
(the new Bermuda reinsurers) at
all. I hate the fly-by-nights that
come in and try to make a big dol-
lar premium."

"The Bermudian market has re-

ally been very successful in captur-
ing something like 20% of the
available worldwide catastrophe
premium income. For a new mar-
ket that is really quite something,"
noted Victor Blake, chairman and
chief executive officer of CNA In-

ternational Reinsurance Co. Ltd. in

London.

CNA Re is one of the sharehold-

ers of LaSalle Re Ltd. in Bermuda,
which began writing business in

December and has capital of $350
million. LaSalle Re will write

about $140 million in premiums in
1994, its first full year, and next
year will probably write about
$180 million, said Mr. Blake.

Like other Bermuda reinsur-

ers-such as International Property
Catastrophe Reinsurance Co. Ltd,
and Mid Ocean Reinsurance Co.

Ltd.-LaSalle Re has an office in

London.

People at the Rendez-Vous won-
dered whether the Bermuda mar-

ket is now a competitor of the Lon-
don market, "but everyone is a
competitor of everyone else," said
Mr. Blake, also chairman of the
London Underwriting Centre.

Besides, he said, after Hurricane
Andrew it was clear there wasn't

enough reinsurance capacity to
cover a major catastrophe.

Despite Bermuda's success in at-
tracting business, especially from
the U.S market, there is still some

suspicion about the long-term
commitment of the new Bermuda

reinsurers, said Herbert N. Haag,
president and CEO of Partner Re.

"Some people don't seem to
know enough about Bermuda but
feel that they have to say some-
thing negative about Bermuda," he
said.

For example, one rumor circulat-
ing in Monte Carlo was that Part-
ner Re had taken over the lead of

38th

Rendez-Vous

de Septe=bre

the reinsurance program for Direct
L.ne Insurance Co., a British auto

insurer, by undercutting the former
London lead by ene-third.

Partner Re did quote for the
business, but ch=aper quotes were

fered in London and other mar-
kets.

But or most risks, Partner Re
quotes I cre expensive rat€s than
those offered in London, he said.

The business being conduzted in

Photo by Kathryn J. Mcintyre

Representatives from Bermuda were not in short suiply at the Rendez-Vous.

obtained from jther reinsurers, Mr.
Haag said. "We were nit chosen as
the lead," he said.

He acknowledged that Partner
Re, which writes some business on
a direct basis, tas oftered cover-

ages at lower rates than those of-

Bermuda is long-term in nature so
the market will be a long-term
market, ooserved John P. Dcwling
president anc- CEO of IPC Re

"People think that it is all short-
term business but it isn't. The aver-

age perio i to settle a catas-.rophe
claim is four:o five years," he said.

IPC Re set up in June last year.
Of its lEC oustcmers, only one has
not renewed in 1994, and -hat was

because it no longer needed the
coverage, said Mr. Dowling.

Doubts about the long-term
prospects of Bermuda will likely
continue, said Michael A. Butt,
chairman anc CEO of Mid Ocean.

The refusal of rating agencies
like Standard & Poor's Corp. to
evaluate the claims-paying ability
of the B€rmuda companies ham-
pers their reputation, Mr. Butt
said.

Robert J Meous, managing di-
rector of E&P's Insurance Rating
Group in New York, said the Ber-
muda companies are not rated be-
cause they are writing high-risk
business and have only a short
track record.

Althougn several of the compa-
nies are sponsored by well-estab-
lished and strong companies, the
Bermuda facilites have distanced

themselves from those backers, Mr.
Mebus said.

S&P CUFrently is Ming to estab-
lish some methodology that would
enable it t) offer an opinion on the
Bermuda ccmpanies, he said.

Recent propcsals to overhaul
Bermuda's insurance regulations
should help bolster the repu:ation
of the catastrophe reinsurance
market there, said Mid Ocean's Mr.
Butt.

Under the prcposed regulaticns,
which are expected to be adopted
by the Parlament, new capital and
surplus requirements have been
imposed on Bermuda insuren and
reinsurers, as well as restrictions
on excessive dist:ibutions or reduc-

tions in capital and surplus (BI,
Sept. 5).

The new laws should help curb
fears abou. she mobility of the cap-
ital in Bermida, Mr. Butt said.

Mid Ocean, like Partner Re, has
offered lead catastrophe programs
since it was essablished in 1992.

Mid Ocean -as. week announced

net income of $50.3 million for the
nine-months ending July 31, up
13% from $44.5 million for the

year-earlie. period.
Several more Bermuda compa-

nies that Ereviously only foll)wed
London leads are now offering lead
quotes for renewal business.

For example, Tempest Reinsur-
ance Co. Ltd. is quoting leads, said
Chairman Donald Kramer.

However, Tempest Re will likely
only lead one in 10 of the programs
it quotes, said Mr. Kramer, noting
that it remains primarily part of
the following market.

Renaissance Re also is now pre-
pared to offer lead lines, said Mr.
Stanard. "We will selectively lead
certain U.S. programs because we
are so model-driven," he said.

Renaissance Re relies heavily on
underwriting models that predict
the effect a catastrophe would have
on insurers for a given area, Mr.
Stanard explained. "The thing that
has really changed in the market is
the improvement in the mod-
els. . .and that was driven by Hurri-
cane Andrew, when the primary
companies realized that they did
not know what their exposures
were."

The extensive use of models is a

marked difference between the

Bermuda market and previous ca-
tastrophe reinsurance markets,
agreed Frederick Kist, managing
partner at Coopers & Lybrand's
casualty actuarial and risk man-
agement consulting services in At-
lanta.

Renaissance Re, like other Ber-

muda minsurers, is considering us-
ing some of its capital to underwrite
risks other than property catastro-
phe exposums, Mr. Standard said.

But as yet there is no pressure to
generate a greater return on equity
by pursuing new lines of business,
Mr. Stanard added.

Renaissance Re posted net in-
come of $39.5 million for the first
six months of the year, he said.
Shareholders equity as of June 30
was $310.2 million.

However, concerns over the

long-term profitability of the Ber-
muda market was one of the rea-

sons why SCOR S.A. abandoned its
plans to develop Compass Reinsur-
amee Ltd. as a catastrophe rein-
surer in Bermuda last year.

"I don't think that (the property
catastrophe reinsurers) will be as
profitable as they planned to be.
They are not writing the amount of
business that they hoped to," said
Jacques Blondeau, chairman and
CEO of Paris-based SCOR.

SCOR pulled its plans to launch
Compass Re when it became clear
that there would be enough capac-
ity in Bermuda for its large clients
to access without SCOR having to
enter that market, he said.

The Bermuda companies will
eventually need to write more busi-
ness to provide the returns thal
they have promised investors
agreed Jean-Pierre Fillebeen, vic€
chairman and CEO of SAFR Rein·

surance Corp. in New York.
However, they are restricted k

what they can write due to the lim
ited underwriting expertise the
have available, he added.

Bermuda may compete for busi
ness, "but it must make a return 03

its capital to shareholders,
warned Mr. Kielholz of Swiss Ri

one of Partner Re's shareholder:

To satisfy shareholders, a compan
can either lower its standards c

can buy back some of its share
which would reduce its capiti
base, he said.

But a strong capital base must k
maintained by the Bermuda cata
trophe reinsurers to write th
high-risk line, he noted. Partner Rf
capital is three times its premium.

"You have to survive a maj
event and you might have a secor
event," he said. "So you have
have a strong capital base."

Stacy Shapiro contributed to tt
report.
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Panel eyes effo rts to improve finances
By GAVIN SOUTER

MONTE CARLO, Monaco-Until
insurers and reinsurers can re-estab-

lish their security credentials by
more carefully assessing risks, poli-
cyholders will need to more care-
fully assess insurers, experts say.

Poor profitability in the past and
the unknown effect of future regula-
tory and natural events dampen any

hope of an overall improvement in
the claims-paying ability ratings of
underwriters, said Robert J. Mebus,
managing director of insurance rat-
ings services at Standard & Poor's
Rating Group in New York.

"The insurance industry has been
living off its capital for too long.
Profitability has not carried its fair
share of the load," said Mr. Mebus
at a panel discussion at the Ren-

dez-Vous de Septembre.
Although insurers and reinsurers

are now focusing more on the bot-
tom line, and taking steps, such as
obtaining better risk information, to
improve their results, other factors
still hamper their efforts.

"In the United States, we continue

to see ratings slip lower for the pri-
mary companies, plagued by poor
profitability and reserve inade-

quacy," Mr. Mebus said.
Around the world few markets

are seeing lasting improvements in
profitability.

In Britain, the market is stable
but softening in some areas; in con-

tinental Europe and Japan, the mar-
kets are stable but have already
seen several rating downgrades; the
end of the improving Australian
market is probably in sight; and
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though the Scandinavian market
looks stable it has suffered a rough
few years, he said.

In the future, said Mr. Mebus, the
financial results of insurers and re-

insurers could be held back by three

main factors: changes in the Super-
fund law (see story, page 1); in-
creased frequency of catastrophe
losses; and the quality of reinsur-
ance recoverables.

"Adding it all together, one sure
fact is that rating upgrades are
likely to be infrequent and the over-
all downward trend continues," he
said.

But profitability is not the only
concern of the industry: the claims-
paying ability of ins·ers and rein-
surers will also be affected by regu-
latory changes, he said.

"Regulation is changing and what
might have been viewed as strong
regulatory control in the past may
really have been a very favorable
accounting and taxing environment
that made it difficult to fail," Mr.
Mebus said.

Regulatory changes include re-
quiring greater disclosure of hidden
asset and reserve values. "In some

markets these values am being
booked, and it would seem inevita-

ble that governments in their quest
for revenues will look for higher
taxes," he said.

The reinsurance world, in particu-
lar, is evolving into a market where
ratings are likely to be in the range
of A to AA, rather than AAA, Mr.
Melus said.

"The companies rated higher may
have a difficult time maintaining
these ratings unless they can be
compensated by their clients for the
additional capital needed for a AAA
rating," he said.

Financial strength will be a key
property of successful reinsurers
and insurers in the future. "Its ab-

sence is becoming too onerous. We
have clearly seen the quality of
banks deteriorate and it is naive

that investors, policyholders, regula-
tors and others won't be interested

in the financial strength of insur-
ers," said Mr. Mebus.

Policyholders should also pay at-
tention to factors that are not imme-

diately discernible when they assess
the security of reinsurers, advised
John N. Lombardo, president and
chief executive officer of Munich
American Reinsurance Co. in New

York.

For example, reinsurers' financia)
statements can sometimes be harc

to analyze because of changes in un
derwriting, he said.

"Key words and concepts and th,
layers involved, limits provided, re
insurers' net retentions, spread o
risk and pricing of business
Changes in these areas...may rende
historical data virtually meaning
less," Mr. Lombardo said.

And the changes may take year
to emerge in a company's financit
results, he added.

Although quantitative analysis c
factors like surplus and loss n
serves, invested assets, and retroce

sional support are important, qual
tative analysis should also be use
Mr. Lombardo said.

For example, reinsurers shou
have a large solid client base with
long-term record in high client I
tention, he said. "These qualiti
will demonstrate a reinsurer's co

sistency and integrity in both ha
and soft markets. This will provi
evidence of the reinsurer's financ

ability and willingness to meet
obligations which often occu
many years after the risk was wi
ten," Mr. Lombardo said.

These qualities can only be pror

,over the long term, he added.
"First, by the reinsurer's und

Continued on next pc
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Lloyd's fate a popular topic at meeting
By STACY SHAPIRO

MONTE CARLO, Monaco-The
fate of Lloyd's of London stin fasci-
nates insurance executives from

around the world, as conversations

at the Rendez-Vous de Septembm
earlier this month indicate.

But, for every worried face, there
must have been three others from

Lloyd's during this year's Rendez-
Vous to assure the reinsurance

world that the market is not dead.

There was a time not so long ago
when Lloyd's officials wouldn't be
caught in Monte Carlo during the
first week in September-when the
Rendez-Vous was primarily a meet-
ing of European reinsurance compa-
nies.

But, for the first time, Lloyd's
Chairman David Rowland came to

the Rendez-Vous this year to spread
the word. Accompanying him was
Lloyd's Chief Executive Peter Mid-
dleton, who kept a low profile and
was not an official registrant of the
meeting.

The official list of participants
also was full of people affiliated
with the Lloyd's market. Aside from
the usual Lloyd's brokers, the num-
bers included officials from corpo-
rate capital vehicles that have in-
vested in Lloyd's this year and will
do so next year, such as CLM Insur-
ance Fund P.L.C. and London In-

surance Market Investment Trust
RL.C

Lloyd's underwriters from J.H.
Chappell (Underwriting Agencies)
Ltd. and Spreckley, Villers & Burn-
hope Ltd. were also present.

As a sign of the times, there was
also an abundance of syndicate and
insurance company runoff managers
from London. They included Market
Run-Off Services P.L.C.; Chiltington
International Ltd.; Randall Insur-
ance Services Ltd.; and the adminis-
trators of the KWELM companies
from Coopers & Lybrand.

Mr. Rowland spoke at a session
on NewCo sponsored by accounting
firm Neville Russell. NewCo is the

proposed runoff reinsurer that will
manage the collective liabilities of
all Lloyd's syndicates for the years
prior to 1986.

Many syndicates have substantial
pollution and asbestos liabilities re-
sulting from policies written in the
decades before then.

Under the NewCo proposal, all
Lloyd's syndicates will contribute to
a centrally managed reserve fund
ihat will pay the liability claims
trom old years.

The principal benefit of NewCo is
ts ability to invest over the long
erm, while Lloyd's syndicates,
vhich change in structure every
·ear, normally have a short-term in-
estment policy, said Peter Ridge,
enior partner of Neville Russell in
.ondon.

"This might be fine for short-tail

vecurity
bntinued from previous page
iriting philosophy and sound busi-
ess practices. Second, by its claims
ianagement and settlernent pIne-
ces," he said.

In order to reach this position of
,curity, many insurers and reinsur-
s need to fundamentally change
teir business, said Pierre Florin,
neral manager of AXA Assurance
A. of Paris.

This is due to fundamental

tanges taking place in the world at
rge, he said,
Cnnrentrntinne nf riel, hmm in.

syndicates but is totally inappropri-
ate for long-tail risks, where un-
questionably the investment philos-
ophy should match the expected
payment pattern of claims," he said.

NewCo gives Lloyd's a chance to
solve its past-year problems, said
Mr. Rowland. "NewCo is one of the

most intensely interesting and excit-
ing projects in the insurance world."

The project is not guaranteed to
succeed, but Lloyd's syndicates are
better placed than many companies
to meet their past liabilities, he said.

"I believe that Lloyd's assets meet
its liabilities as well or better than

its competitors."
Other Rendez-Vous attendants ex-

pressed bi illigh expectations for the
future of Lloyd's and the London
insurance market.

"I have always respected the Lon-
don market. There's a tremendous

amount of expertise-particularly in
Lloyd's-and I hope they will con-
tinue," said Fedor Nierhaus, mem-
ber of the management board of
Munich Reinsurance Co.,ina tele-
phone interview from Munich.

"We're quite enthusiastic about
Lloyd's," said Richard E. Cole,
chairman and chief executive officer

of Stamford, Conn.-based Chartwell

Re Corp. London is stiM a world
leader in reinsurance, and "the

United States property/casualty
market is still a soft market. We

find opportunities at Lloyd's much
more exciting."

The London market is very differ-
ent from the U.S. market these days,
added Steven J. Bensinger, prem-
dent of Chart:well Re. There's been a

lot of "bloodshed" in London, but a

real change has occurred in that se-
rious underwriting has returned and
the market has hardened. "That's
not occurred in the United States."

In 1993, Chartwell Re considered
offering quota-share reinsurance to
selected Lloyd's syndicates that
were struggling to find capacity.
The reinsurer's idea was to form a

company with S.G. Warburg & Co.
Ltd. that would be floated on the

London Stock Exchange.
But, while in London last year,

Chartwell Re executives learned

that Lloyd's was going to admit cor-
porate capital into the market. So
the reinsurer changed direction and
formed an investment company,
New London Capital, for the sole
purpose of investing corporate capi-
tal at Lloyd's.

At the same time, Chartwell Re

formed a wholly owned subsidiary
called Chart:well Advisors, headed

by Executive Vp Michael Hayes, to
become a licensed Lloyd's corporate
adviser.

New London Capital raised 60
million pounds ($88.8 million) on
the London Stock Exchange last
year, and this year invested 52.5
million pounds ($82.1 million) in
capital and 105 million pounds

creased, technological developments
can lead to almost uncontrollable

events, and changes in society have
led to more violence and higher
compensation payments, Mr. Florin
said.

In order to meet the greater de-
mands on the insurers and reinsur-

ers, the industry must obtain more
money, he said.

"A true assessment of our liabili-

ties is not enough: to be solvent we
need money," Mr. Florin stressed.

The insurance industry as a whole
is probably receiving $40 billion less
than is demanded by the scope of
the risks it is underwriting, he said.

Tn Arrier tn AAMin h=+tor rAC,11+C

($164.2 million) of capacity to 22
syndicates selected by Chartwell Re.
New London's minimum syndicate
investment is 5 million pounds ($7.8
million).

Chartwell Re chooses the syndi-
cates its company invests in differ-
ently than any other capital pro-
vider, Mr. Cole said. The U.S. min-

surer brings its actuaries, underwrit-
ers and claims people to London
and "performs very in-depth under-
writing reviews of these syndicates,"
he said. "We do this every year."

The whole approach is to select
syndicates "that outperform the
market," added Mr. Bensinger.

Investing at Lloyd's has allowed
Chartwell Re to indirectly "step into
a portfolio of business that's gener-
ated by some of the most intelligent
specialty underwriters in the world
operating at this point in
time....That's an opportunity that
comes along very infrequently," said
Mr. Bensinger. "It was almost a
chance that was too good to be
true."

At the moment, there is not a lot

of new capital available to invest in
Lloyd's next year, "but we're look-

ing at all options," said Mr. Cole.
There are numerous ideas to bring
capital into the market, such as ded-
icated corporate capital vehicles, he
added. Some say that when the
windstorm season ends later this

year, the capital markets might be
more enthusiastic about insurance
stocks.

Chartwell, meanwhile, continues
to reinsure Lloyd's syndicates, Mr.
Cole added.

Other executives are less enthusi-

astic about the future of Lloyd's.
Lloyd's and the London market

are still in a "difficult position,"
summarized James Holmes, head of
Zurich, Switzerland-based Zurich
Reinsurance Co., one of the five
business units of the Zurich Re

Group. Them are stiM many clients
who seek Lloyd's capacity, but oth-
ers are worried about Lloyd's future
and are moving away from the mar-
ket, he said.

The London market will survive,
however, and by the year 2000 there
will probably be a limited number
of strong companies "with consider-
able force" in the market doing
business and a few "fringe" players.

"I do believe in the future of the

London market," said Mr. Holmes.
"The future of Lloyd's remains

very uncertain," noted Antoine
Jeancourt-Galignani, president of
the Rendez-Vous de Septembm or-
ganizing committee. But Lloyd's
problems underline the structural
problems of the reinsurance indus-
try generally today, he said.

Lloyd's will survive, but it will
sharply contract the lines of busi-
ness it covers and will be mainly a
marine, aviation and transport mar-
ket, predicted Jacques Blondeau,

insurers and reinsurers should apply
professional rules to govern the in-
dusby that would prevent poor un-
derwriting from driving down rates,
Mr. Florin said. "It is up to the
world of insurance and reinsurance

to demand better professional rules
and standards."

These rules should ensure: ade-

quate retentions; special reserves for
low frequency and high exposure
risks; and the pricing of risks based
on statistical information from a

similar group of risks, he said.
The session was moderated by

Kaj Ahlmann, chairman and CEO
of Employers Reinsurance Corp. in

chairman and CEO of SCOR S.A. "I

don't see the end of Lloyd's, but it
will get back to its original busi-
ness."

Soon Lloyd's will not have the ca-
pacity to offer all of the coverages
that are currently available, Mr.
Blondeau said.

But, some successful Lloyd's un-
derwriters, such as Mark Brock-

bank, are channeling more capacity
toward personal lines business, like
direct auto insurance. And, Lloyd's
Mr. Middleton has stated publicly
his desire that Lloyd's should be-
come more involved in domestic

markets (BI, Aug. 29).
.

Gavin Souter contributed to this re-

port.
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Different world for some delegates
Croatia Insurance hopes steadier times are ahead

By STACY SHAPIRO with the Croatian

MONTE CARLO, Monaco-
Times keep changing for insurers
in some Eastern European coun-
tries.

Delegates from the countries
that comprise the former Yugosla-
via-Bulgaria, Romania and Rus-
sia-attended the Rendez-Vous to

explain during informal meetings
the situations in their respective
insurance markets.

The Croatia Insurance Co. Ltd.

is hoping premium volume will
rise now that the political envi-
ronment is more stable following

a cease fire

Serbs in 1992.

But the insurer's toll from the

fighting with the Croatian Serbs
is still significant.

Croatia Insurance still has four

of its 42 branch offices occupied
by local Serbs in Croatia "so we
don't know if the buildings are
demolished," said Vladimir Mi-
letic, vp for finance and econom-
ics for Croatia Insurance. He

thinks one of the buildings is "al-
most certainly destroyed."

More than 10 of the company's
office buildings also were dam-
aged during the war. Three em-
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ployees died during the fighting
and more than 20 were wounded.

Croatia Insurance didn't insure

any property in the country for
war risk, but did underwrite ma-

rine war risks and personal acei-
dent coverages, which produced
claims of about $2 million from
the fighting.

However, since the 1992 cease
fire there's been peace and stabil-
ity in Croatia, Mr. Miletic main-
tains. Now that an agreement has
been signed in Washington about
the future of neighboring Bosnia-
Herzegovina, Croatia Insurance is
hoping there will be new opportu-

nities in its homeland, he said.
Croatia Insurance, which is 100

years old this year, claims that it
was the biggest insurance com-
pany in the former Yugoslavia
and is now the biggest in Croatia.

Written premiums last year
were down 25% from what they
were before war broke out in the

region, said Mr. Miletic. "But in
the last year the situation has
been stabilized and we are not

losing any more premium."
Croatia Insurance now has the

opportunity to grow following
years of hyperinflation, war and
its aftermath and lack of new

products, Mr. Miletic said. The

economy should start to grow and
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opportunities may arise in 1995,
he said.

Already in 1994 Croatians have '
seen a recovery in the tourist in-
dustry, he claimed. In the 19804
Yugoslavia earned about $5 bil-
lion of foreign exchange annually
from tourism in Croatia. Many of
the country's best hotels, though,
were destroyed in the war.

Croatia Insurance also hopes to
benefit from changes in the state's
social laws. Like other Eastern

European countries, Croatia is
"retreating from social covers"
like state-funded national health

insurance, pensions and compul-
sory employers liability cover-
ages. At the end of this year, for
example, Croatia is expected to
pass legislation that would rede-
fine state pensions that paid up to
87 % of each person's salary on re-
tirement. This provides "big op-
portunities" for commercial in-
surers to provide private pensions,
said Mr. Miletic.

The state used to fund employ-
ers liability losses, but there's now
a shift of responsibility to the cor-
porate sector, so the need to buy
insurance for the risk will in-

crease, he said. Private medical

coverage also is becoming more
popular.

Insurance in Croatia is governed
by a new insurance law passed
last February that is based on the
Westernized insurance law in the

former Yugoslavia. Under Croat-
ia's new insurance law, the super-
visory authority is the Minister of
Finance. Foreign companies can
own Croatian insurers, but only
companies based in Croatia can
write domestic business.

Croatia Insurance is 84.4%

state-owned, but the company is
looking for foreign capital and
wants to be privatized eventually.

In the meantime, insurance leg-
islation is expected to be passed at
the end of this year in Russia that
could wipe out up to half of the
insurers currently registered, ac-
cording to Mikhail A. Safronov,
president of Westrosso Insurance
Co. Ltd. in Moscow.

There are now about 3,000 com-

panies registered as insurance
companies in Russia, he said. But
by the end of the year, Russia is
expected to pass insurance legis-
lation with minimum capital re-
quirements "which would make
most of these companies not ex-
ist," said Mr. Safronov.

Under the proposed legislation,
he said:

• "General" non-life insurance

companies would have to have
300,000 European Currency Units
($372,000) in capital.
• Life insurers would have to

have 600,000 ECUs ($744,000) in
capital.
• Reinsurers would have to

have 800,000 ECUs ($992,000) ir.
minimum capital.

Mr. Safronov doubted that ev·

ery registered insurance companl
would find enough capital to mee
the new requirements. Westrosso
for example, would need a "sub
stantial injection" of capital tc
continue, said Mr. Safronov. We
strosso will talk to Russian inves

tors and clients to see if the

would be willing to increase th
company's capital.

Westrosso, which writes marin

aviation and some property covei
ages, employs 25 people and had
premium volume last year of 1.
billion rubles (about $755,000
Profit last year totaled 100 millie
rubles (about $44,400) using Ru:
sian accounting, but 33 millic
rubles (about $14,600) usin
Western accounting, said Mr. St
fronov. II
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Privatization on hold for AG F
Poor results may push action back to 1995

By STACY SHAPIRO

MONTE CARLO, Monaco-

French insurance giant Assurances
Generales de France may have to
wait a while longer before the
French government sells its 57.1%
stake in the firm.

AGF had hoped the government
would sell the shares, valued at
about $2 billion, to the public by the
autumn of this year (BI, April 25).

However, stock analysts believe it
is increasingly unlikely that AGF
will be privatized before the end of
the year because the company's
first-half results were mediocre and

year-end results are not expected to
be much better.

The analysts also believe that the
privatization will not take place
soon because: investors are less in-

terested in offerings in financial
companies now that interest rates
are rising; and the privatization of
Union des Assurances de Paris ear-

lier this year has not been profitable
for investors. UAP's stock price last
week was 10 French francs ($1.90)
per share less than its issue price in
May of 155 PYench francs ($29.45)
per share.

The large French delegation at-
tending the Rendez-Vous de Sep-
tembre earlier this month also spec-
ulated that AGF would have to wait

at least until French car manufac-

turer Renault is sold off by the gov-
ernment. The government is ex-
pected to make an announcement
this month on which company will
be privatized first: AGF or Renault.

Despite the private debates, how-
ever, AGF Chairman and Chief Ex-
ecutive Officer Antoine Jeancourt-

Galignani is confident that the
group will be privatized soon.

"It is clear that we will be priva-
tized," Mr. Jeancourt said. "The
question is when. Should we be
privatized right now or should it
come after Renault?"

The decision is up to the French
government, he said. However, "I
think that the (AGF) share price to-
day is not an obstacle to privatiza-
tion."

AGF's stock price has been falling
:lowly this year. At 228 French
francs ($43.32) per sham last week,
AGF's stock price was up 7% over a
nonth ago, but has declined 2%
)ver the last three months and 24%

wer the past 12 months, stock ana-
ysts say.

Whatever happens, AGF is trying

to put its house in order to improve
its results.

AGF's net income at year-end fell
sharply to 977 million French francs
($172.9 million) from 1.5 billion
French francs ($283.5 million) in
1992 and 2.7 billion French francs

($477.9 million) in 1991.
But, its premium volume rose

9.9% to 65.3 billion French francs

($11.6 million) last year from 59.4
billion French francs ($11.2 million)
in 1992.

The position has improved in the
first half of this year, noted Mr.
Jeancourt.

Net earnings totaled 1.04 billion
French francs ($197.6 million), down

26.2% compared with 1.41 billion
French francs ($245.3 million) in the
first half of 1993. However, the
first-half results are still better than

the whole of last year, which is an
encouraging sign, he said.

And more is being done to im-
prove AGF's results.

To begin with, AGF is reducing
significantly its ownership in banks
and sticking to its core business-
commercial insurance, said Mr.
Jeancourt, who replaced Michel Al-
bert as chairman and chief execu-

tive officer in February. Mr. Albert
is now a member of the French

Commission on Monetary Policy of
the Bank of France.

AGF's future strategy "is going to
be in insurance because I don't be-

lieve in the strategy of insurance
and banking," said Mr. Jeancourt,
despite his own background in
banking. He previously was chief
executive officer and chairman of

Banque Indosuez before joining
AGF.

"I know a bit about banlcing. It's
a dangerous business. We want to
concentrate on insurance (and sell
for a price) a large part of our bank-
ing interests," he said.

AGF owns 100% of Banque du
Phenix, recently renamed AGF
Banque. The insurer plans to sell a
major portion of the bank's portfolio
and keep Banque du Phenix as "a
much smaller operation," said Mr.
Jeancourt.

AGF also owns 43% of Banque
Francaise du Commerce Exterieur

and has asked investment advisers

at Banque Paribas to sell the shares.

Credit Lyonnais will assist in the
sale. Mr. Jeancourt said during
AGF's six-month results that the

sale of BFCE "will generate a con-
siderable capital gain for the

group."
AGF also owns 29% of bank

Comptoir des Entrepreneurs, which
is directly supervised by the French
government. AGF has made provi-
sions to cover the residual losses

from last year and will keep the
shareholding for the moment.

For AGF, the concept of
"assurfinance'Lor selling banking
instruments through AGF's agency
system-is dead, Mr. Jeancourt said.
"We are in the business of selling in-
surance products through our
(agency) network. We don't want to
share that with a bank."

Instead, AGF will concentrate "on
the industrial and corporate side (of
non-life insurance) and also in a sec-
tor in which we are a leader in

France, namely credit insurance."

Last year, AGF also suffered from.
exceptional charges for restructur-
ing and depreciation of goodwill for
its troubled Spanish unit Union y el
Fenix. Under an agreement between
UFE investor Banesto Group and
AGF, Fenix merged with AGF Seg-
uros and AGF now owns 70% of

Fenix.

AGF has installed new manage-
ment and plans to axe 700 of the
2,500 employees working for AGF
Seguros, he added. "Still, it's a ma-
jor company that will be a weight
on AGF's profits for the next two
years. Our plan is to be profitable
by the end of 1996, and I'm confi-
dent."

In the meantime, AGF is pleased
with its 33.5% ownership in Ger-
man insurer Aachener & Manchener

Group, which was bought last year
for $1 billion, despite conflicts be-
tween French and German manage-
ment

"In Germany, I'm very bullish-
good investment (but) a bad rela-

tionship. I rather like that than the
other way around," said Mr. Jean-
court. "I tty to keep the investment,
which is profitable, and improve the
relationship....It's true the relation-
ship was not good. We're working
on that and we'll be able to an-

nounce changes soon."
The French giant has no plans to

expand in the United States, said
Mr. Jeancourt. "We want to keep
out of the U.S.," he said. "We think
we don't have the muscle to have

our European shareholdings and an
operation in the U.S."

AGF has a small operation in
Canada "which is not successful and

I'm not sure we will be there for-

ever." 11]

Skandia's reinsurance results looking up
By GAVIN SOUTER

MONTE CARLO, Monaco-The
pared-down reinsurance operations
of Skandia Group have shown a
dramatic turnaround.

Results for the first six months of

1994, released in the week before
the Rendez-Vous de Septembre,
show a sharp increase in profits but
a drop in gross premiums.

The reinsurance results were one

of several bright spots for the Swed-
ish insurer, which only two years
ago was embroiled in a hostile take-
over bid from rival Scandinavian in-

surers UNI Storebrand A/S and

Hafnia Holdings A/S.
The turnaround of Skandia's rein-

surance operations was one of the
hquent discussion topics of the
Rendez-Vous.

"They showed that they really
meant it when they said they were
getting back to profitable business,"
said one minsurance executive.

For its reinsurance operations out-
side of North America, Skandia's
profits leapt to 139 million kronor
($17.9 million) in the first six
months of 1994 from 49 million kro-

nor ($6.4 million) in the same period
last year.

The gross premiums of the rein-
surance operations were 1.9 billion
kronor ($245.1 million) in the first
half of 1994, compared with 2.2 bil-
lion kronor ($286 million) in the
first half of 1993.

The key to making profits in rein-
surance is to pick out the best areas
and stick to them, said Bjom Wol-
rath, president and chief executive
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officer of Skandia Group.
Over the past year, Skandia has

reduced its reinsurance business in

traditional lines like proportional
treaties and concentrated instead on

more profitable areas, he said.
"People have been talking about

premium rates going up and we
have not been confident about that

because of things like self-insurance
and direct writers wanting to keep
more of the risk. But if you look
very camfully you can find good
business," Mr. Wolrath said.

In particular, facultative business
has proven profitable, Mr. Wolrath
said.

For example, in the United States,
Skandia's reinsurance business is

50% proportional and 50% faculta-
tive, whereas two years ago it was
80% proportional business, he said.

"We make money on facultative
business and we have a combined

ratio of below 100%," Mr. Wolrath
said.

Facultative business is particu-
larly attractive as it allows reinsur-
ers to identify the risks they are cov-
ering more easily than proportional
treaty business, he said.

Other areas where Skandia has

increased business include aviation,
marine, offshore energy and life re-
insurance, Mr. Wolrath said.

Life reinsurance in France, where
it writes 1 billion kronor ($129 mil-
lion) in premiums, is a good niche
for Skandia, he said.

French life insurers are keen to

reinsure their risks outside of the

French market to prevent domestic
competitors from analyzing their
figures, Mr. Wolrath said.

In the U.S. market, Skandia
America Corp.'s results were poor.
The company lost 29 million kronor
($3.7 million) in the first half of
1994, compared with a loss of 26
million 1cronor ($3.4 million) in the
same period of 1993.

However, the poor result was
largely due to direct operations, Mr.
Wolrath said. The reinsurance book

was profitable, he said.
The turnaround in non-U.S. rein-

surance comes two years after the
Scandinavian market was in turmoil

with proposed takeover bids of in-
surers by banks and rival insurers.

The takeover bid for Skandia

eventually failed amid accusations
of financial improprieties at UNI
Storebrand (BI, Feb. 1,1993). 0
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Refining the art of conversation
Exec transitions, company changes among topics ripe for gossip

By STACY SHAPIRO
and GAVIN SOUTER

MONTE CARLO, Monaco-The
Rendez-Vous de Septembre tradi-
tionally is a time for catching up
on gossip, and spreading the word
about new products and events.

This year was no exception.
One of the main topics of con-

versation this year was the resig-
nation of Patrick Peugeot late last
month as chairman and chief ex-

ecutive officer of French reinsurer
SCOR S.A. to become vice chair-
man of mutual life insurer La
Mondiale.

Jacques Blondeau, who had
been president of SCOR, has
taken Mr. Peugeot's place.

Speculation was rife as to why
Mr. Peugeot resigned. Some rein-
surers familiar with the French

market suggested that as an exec-
utive of a mutual insurer he would
be more able to re-enter socialist

politics. In the early 1980s, he had
served as an adviser to then-Fi-

nance Minister Jacques Delors.
Others speculated that he feared

a right wing French government
administration would not renew

Introducing

his contract at SCOR; and still
others suggested he may have
been ousted due to infighting
among SCOR's senior manage-
ment.

However, Mr. Peugeot, who
joined SCOR in 1983, insisted that
he was leaving to seek a new chal-
lenge.

"I have always said that things
and people must change and I'm
applying that to myself," he said.

Looking ahead, SCOR is plan-
ning to inject 80 million deutsche
marks ($51.9 million) into its Ger-
man operations. "Over the years
the German market has been the

most profitable and SCOR has
only 1 % of the market so we want
a bigger share of the German mar-
ket," Mr. Blondeau said.

SCOR also plans to increase its
business in the Far East, he said.
"The Japanese and Asian markets
are very good."

But competitors have dampened
other recent SCOR expansion
plans. Plans for a new Bermuda
catastrophe reinsurer, for exam-
ple, were abandoned when it be-
came clear that a huge amount of
capacity was being established

there, he said.
Other continental European

news-such as the move by Gen-
eral Reinsurance Co. to invest in
Cologne Reinsurance Co. (BI, July
4)-was the topic of many conver-
sations during Rendez-Vous week.

Neither Gen Re nor Cologne Re
were available to comment at the

gathering.

some changes of its own. It and
Eisen & Stahl Re are sister com-

panies; Haftpflichtverband der
Deutschen Industrie VaG owns
nearly all of Hannover Re and
50.9% of Eisen & Stahl. Hannover

plans to buy the HDI's Eisen &
Stahl holdings and ultimately sell
25% of its shares in a public stock
offering this year (BI, Aug. 29).

"The continental European
market is going through tremen-

'1 have always said that things and people must
change and rm applying that to myself,' says Patnck
Peugeot, who resigned late last month as chairman
and chief executive officer of SCOR SA to become

vice chairman of mutual life insurer La Mondiale.

"I don't think things will
change dramatically for either
company," speculated Michael
Reischel, chairman of the execu-
tive boards of Hannover Re/Eisen
& Stahl Re Group in Hannover,
Germany. 'It will be good for
General Re to be in international
reinsurance."

Hannover Re is going through
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dous changes," said Jim Holmes,
in charge of the Zurich-based
continental European unit of Zur-
ich Reinsurance Co. "There are

structural changes going on in the
insurance and reinsurance busi-

ness. And a lot of people with the
liberalization of insurance activi-

ties under the European (single
insurance market) directives are
looking to establish themselves in
new markets. Some have been

successful, some have not."
This means more choice for pol-

icyholders, but also means "more
companies will go out of busi-
ness," said Mr. Holmes. By the
year 2000 there will probably be

fewer but larger continental un-
derwriters, including Zurich.

Zurich Re's intention in this

changing market is to continue to
offer proportional reinsurance se-
lectively; and provide coverage for
ceding companies' entire portfo-
lio, said Mr. Holmes.

Zurich Re is one of five units of

the Zurich Re Group, which an-
nounced that Dettler Steiner, who
has been responsible for Northern
Europe within the group, will be-
come the executive vp of assumed
reinsurance for the Zurich Re

Group effective Oct. 1.
Meanwhile, Swiss Reinsurance

Co. in Zurich will be formulating
a new business strategy later this
year now that its new chief execu-
tive is in place, according to
Walter B. Kielholz, a member of
the management board. More will
be revealed at Swiss Re's annual

general meeting in November.
Lukas Muhlemann, a former

McKinsey & Co. managing direc-
tor, replaced Arnold W. Saxer in
April as chief executive (BI, May
2).

Swiss Re's new strategy will
take into account the liberalized

markets in Europe and will re-
spond to the changes in the mar-
ketplace, said Mr. Kielholz.

On a more worldwide basis,
CNA Financial Corp. is restruc-
turing so that its worldwide rein-
surance entities will be brought
under the umbrella of CNA Rein-

surance Co. Ltd., headed by
Chairman Victor Blake in Lon-

don. Together, CNA's reinsurance
entities generate about $1 billion
in premium income and have

Continued on next page
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Rendez-Vous

de Septembre Pollution
.

polluting event" did not occur In both cases, the high court
until the waste actually migrated cited its own 1959 ruling inter-
into the environment: Insurers preting the term "sudden and ac-

Unistrat of America Continued from page 2 had argued that the waste dis- cidental" in a boiler and machin-
over insurance coverage for envi- posal itself triggered the pollution ery policy
ronmental cleanup costs," agreed exclusion The reasoning in that case "is as

offering higher limits Ann M Holmes, an attorney with "The decision is unique since it sound in the context of these poh-
Stoel Rives Boley Jones & Grey in deals with both the issues of 'sud- cies as it was in the policy at issue
Seattle who represented policy- den and accidental' and the re- in that case That the term 'sud-

MONTE CARLO, Monaco-Po- worldwide increase in capacity holder Key Trome Corp of Spo- lease," said Paul J Lawrence of den' may sometimes be unambig-
litical risk and credit insurer for credit insurance expected to kane, Wash, in one of the cases Preston, Gates & Ellis in Seattle uous depending upon context
Unistrat Corp of America is in- occur over the next year, he said "As is apparent by the court's who represented Queen City does not mean it always must be
creasing its capacity to $5 million As several credit insurers in- recent Weyerhaeuser decision, Farms given one, and only one, mean-
per risk from $1 5 million, which crease their business, worldwide Washington public policy strongly In reaching its conclusion, the ing," the court said
will enable it to lead more bum- capacity should reach between encourages policyholders to take court held that "Unresolved ambiguity m in-
ness $40 million and $50 million in preventive measures rather than • Whether damage was unex- surance contract language is re-

"U S brokers were saying that 1995, he said wait to be sued in order to clean pected and unintended is to be de- solved against the insurer Where
what they wanted was at least a Currently, about $30 million in up the environment," Ms Holmes termined on a sublective, rather exceptions to or limitations upon
lead (underwriter) in the U S and capacity is available This is in said than objective, standard A sub- coverage are concerned, this prin-
that meant $5 million," said Louis marked contrast to 1992 when "Consistent with this approach, Jective standard focuses on the ac- ciple applies with added force We
Habib-Deloncle, president of the around $60 million was available, the court's rulings (in these two tual expectations or intentions of thus construe the ambiguity in the
insurer's parent company, Unis- Mr Habib-Deloncle said cases) recogmze the rights of envi- the particular policyholder, an pollution exclusion against the
trat Assurances of Paris The dramatic fall off is largely ronmentally responsible policy- objective standard looks at what a drafter-insurer, and m accord

Unistrat Assurances was attributable to the contraction of holders to receive coverage for reasonable policyholder would with a reasonable interpretation
formed last year after Unistrat capacity in the troubled Lloyd's of damages caused by unexpected have expected or intended of the policy language," the court
Holang of Amsterdam, which London market, he said and unintended pollution Inten- • Policyholders bear the burden concluded
managed the PARIS pohtical Companies will use the extra tional polluters obviously and ap- of proving that damage was unex- So far, state appellate courts
risk insurance pool, decided to capacity to cover an expanding propmately should bear that h- pected and unintended nationwide have split on whether
transform itself into a nsk-bear- range of risks, Mr Habib-Delon- nancial burden themselves " • The qualified pollution exclu- the qualified pollution exclusion
ing insurance company (BI, Sept cle predicted Insurer lawyers, for their part, sion is ambiguous and, therefore, precludes coverage for policy-
20,1993) "Big clients are asking for new caution that the rulings may not the policyholder can rely on pub- holders' environmental liabilities

New York-based Unistrat of kinds of coverage," he said be clear policyholder victories hshed appellate decisions that Thirteen rulings have gone in fa-
America writes contract frustra- For example, Western compa- "This case really belongs in the discuss the drafting history for a vor of insurers and, including tne
tion and confiscation coverage for mes investing in Eastern Euro- 'other' column," observed Laura reasonable interpretation of the Washington decisions, eight have
companies in the United States, pean countries are seeking cover- Foggan, a partner with Wiley, exclusion gone for policyholders, according
Canada and Mexico age against the activities of orga- Rein & Fielding in Washington, • "Sudden and accidental" to the Insurance Environmental

The company expects it will nized crime, he said D C, who filed an amicus brief in means "unexpected and unin- Litigation Assn
write $5 million in premiums this "I'm not sure whether we can the case on behalf of the Insur- tended " It is uncertain at this point ex-
year, compared with $2 million cover that yet because it is not ance Environmental Litigation • Where material has been de- actly how much coverage is at
last year, Mr Habib-Deloncle controllable, but it shows that the Assn, a group of large liability in- posited in a samtary landfill or stake since the cases have both
said perception of political risk is surers other place believed to safely con- been remanded for retrial, attor-

The increase in capacity at evolving," he said "It's true this decision repre- tain or filter the material, the pol- neys say In addition, a large por-
Unistrat of America is part of a -By Gavin Souter sents the reversal of an insurer luting event lS not necessarily the tion of the cleanup costs associ-

victory," she said "But the court initial deposit of waste but the ated with the Queen City cite has

Berkshire life unit gets AAA rating hasn't said the policyholder wins, discharge, dispersal, release or es- been paid by Boeing Corp, which
either " Both cases have been re- cape of toxic material into the en- dumped the majority of the waste

MONTE CARLO, Monaco- capital, while we do so much manded for new trials vironment at that site

Berkshire Hathaway Inc 's new property/casualty business, we The two coverage cases were de- In Key Tronic Corp vs Aetna Insurers have not yet decided
life insurance subsidiary has been wanted to have a life business as cided together because they both (CIGNA) Fire Undenonters Insur- whether to file a motion for recon-
awarded a claims-paying ability well," Mr Jam said hinged on interpretation of the ance Co, the Washington SL- sideration, said William Price of
rating of AAA by Standard & The life company will also en- pollution exclusion added to stan- preme Court ruled 6-3 that pollu- Karr, Tuttle & Campbell m Seat-

Poohe atg of Berkshire Hatha- able Berkshire Hathaway to ac- dard CGL policies in the mid- tion may be "sudden and acciden- tle who represented Maryland Ca-
cess a market with which it is al- 1970s tal" when a business deposits sualty Co in the litigation Such

way Life Insurance Co of Ne- ready familiar, he said In a 5-4 decision, the court ruled waste in a landfill or other place motions must be filed within 20
braska is in line with the rating of "We have seen structured settle- in Queen City Farms Inc vs Cen- believed at the time to contain the days of the Sept 9 decision
the rest of the Stamford, Conn - ments through our property/casu- tral Nationat Insurance Co Of waste, and the waste unexpect- .

based group alty business but it is difficult to Omaha that there should be cov- edly migrates from the contained Queen City Farms Inc vs Central
The new subsidiary underwrites sell through a property/casualty erage for cleanup costs under area National Insurance Co of Omaha,

life insurance and annuities for company because it is a life prod- CGL policies with qualified pollu- Key Tronic's insurers had de- Washington Supreme Court, No
structured settlements and should uct," Mr Jam said tion exclusions if Queen City med coverage on the grounds that 59594-1, Sept 9,1994 Key Tronic
write $40 million to $50 million in Downgrades in the ratings of Farms did not intend or expect the keyboard manufacturer inten- Corp Inc vs Aetna (CIGNA) Fire
premiums this year, said Alit Jain, several life companies also means that waste deposited into an un- tionally dumped wastes into a un- Undenunters Insurance Co et al,
president of Berkshire Hatha- that now is an opportune time to lined pit on its property near Se- lined landfill between 1975 and Washington Supreme Court, No
way's reinsurance division enter the structured settlements attle would migrate into the envi- 1980 59616-6, Sept 9,1994

The life insurance company will market, he said ronrnent

enable Berkshire Hathaway to di- "There really has been a flight Qualified exclusions deny cov-
versify outside of property/casu- toward quallty," according to Mr erage for all pollution that is not
alty insurance, he said Jain "sudden and accidental "

"We felt that with our kind of -By Gavin Souter The court also ruled that the
1*
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Arkansas
Continued from page 2
underlie the workers comp system
and would ultimately cost jobs and
increase costs.

"I've never seen the threat of a

lawsuit benefit safety," said Steve
Carter, chairman of the Committee
to Save Arkansas Jobs, which op-
poses the amendment. "Education is
what's going to affect safety."

Mark Skinner, senior counsel in
Houston for the American Insurance

Assn., said the initiative would be
"greatly detrimental" to Arkansas,
mferring to National Council on
Compensation Insurance estimates of
massive job losses, tax increases and
workers comp cost increases. "The
AIA strongly believes in workers
compensation as a non-adversarial
system where benefits are certain
and the process is streamlined."

The Committee to Save Arkansas

Jobs, which includes the AIA, the
NCCI, the Alliance of American In-
surers and 850 area employers, has
raised over $1 rnillion and begun an
advertising campaign against the re-
form proposal. Since August, the
group has been running television,
print and radio ads.

The insurer-financed NCCI esti-

mates that Amendment 6 would

raise workers comp system costs
75% to 100%-or between $260 mil-

lion and $350 rnillion. It would also
put 60,000 to 80,000 jobs in the state
at risk, the NCCI says.

Factors fueling the NCCI's pro-
jected increases: Allowing workers to
sue over unsafe workplaces would
increase costs 30% to 50%; letting
them choose their own doctors

would raise costs by 2.8% to 4.3%;
and increasing benefits for disabled
workers with dependents could re-
sult in an 11% cost increase.

"My main concern, other than it
being a hollow bill, is that it doesn't

address employee safety," said
Nathan Carruth, risk manager for
Sunmark Holding Co. in Little Rock
and president of the Arkansas Risk
& Insumnce Management Society
Inc. Rather than giving the work-
place safety reform measures passed
in 1993 a chance to take place, the
amendment would increase the in-

centives to sue and increase costs by
allowing workers to choose any phy-
si(ian, Mr. Carruth contends.

Supporters of the amendment, in-
clu(ling the AFL-CIO, the National
Assn. for the Advancement of Col-

ored People and the Arkansas Pro-
fessional Firefighters, acknowledge
that more claims would be paid un-
der Amendment 6. But they say that
the initiative would mduce injuries
and deaths more than enough to off-
set any cost increases.

The way to reduce the total work-
ers comp "economic overhead" is to
reduce the number of injuries, said
Bruce MeMath, an attorney with his

own firm in Little Rock and co-

chairman of the pro-amendment
Committee for a Safe Workplace.
One way to do that, he added, is to
hold accountable those companies
that violate workplace safety rules.

Now, an Arkansas worker who

loses an arm on the job can never re-
ceive medical benefits of more than

$42,000, according to Mr. McMath.
"There is no rational human being
who can defend that," he said.

One-third of the 100 or so on-the-

job accidental deaths in Arkansas
each year are caused by "demonstra-
ble violations of written safety provi-
sions," Mr. MeMath said.

"All we want is the right to work
safe," said Bill Becker, president of
the Arkansas AFL-CIO. "We want it

in the constitution because we think

it is a basic right for all workers."
Mr. Carter of the Committee to

Save Arkansas Jobs, countered, "You
don't put economic issues in the con-
stituion... .Times change." lin'

"HERE'S OUR PLAN TO BEAT 11C

WORKERS' COMPENSATION  *
EXPENSE"

1

COACH CAN CUT YOUR WORKERS'

COMPENSATION LOSSES BY 50%.

COACH. We're a Workers'

Compensation Management Company
with a 100 % track record of success in

reducing our clients' workers' com-
pensation losses. In fact, we average
a 50% savings.

How?

By being results oriented. The fact
is, our primary compensation is based on
your audited savings.

"RIGHT COACH!"

By taking a pro-active approach.
We emphasize loss prevention, as well as,
disability management and claim manage-
ment programs.

By being action oriented. We design
a program tailored specifically to meet
your needs. And we're there to implement
it for you.

Let us give you an extra hand. There's
no risk. Call now. 1-800-298-1727.

COACH

Comprehensive Occupational And Clinical Health

Honeywell
discrimination

claims settled

MINNEAPOLIS-Honeywell Inc.
will pay $3.5 million in back pay
and interest to 6,000 hourly female
employees to settle sexual discrimi-
nation charges that arose 20 years
ago.

A Sept. 8 agreement between the
ihdustrial control systems company
and the U.S. Department of Labor
also calls for Honeywell to invest $3
million over the next five years to
enhance workforce diversity initia-
tives.

Minneapolis-based Honeywell
reached the agreement after Labor
Secretary Robert Reich ruled that
Honeywell had "systematically" di-
rected women into jobs that offered
less advancement than jobs offered 
to their male counterparts.

In March, Mr. Reich found that
Honeywell owed back pay to
women affected by its past promo-
tion and assignment practices at
factories in the Twin Cities area be-

tween 1972 and 1977.

Honeywell neither admitted nor
denied wrongdoing in the settle-
ment. It said in a statement that it

"wanted to resolve this in a respon-
sible manner."

The Labor Department's Office of
Federal Contract Compliance Pro-
grams is responsible for determin-
ing who will receive back pay and
the amount each will receive.

Honeywell said the $3 million in- ,
vestment in workforce diversity I
funds will be used to expand exist- 1
ing programs. These include pro- 1
grams and workshops, some man- 
datory, in such areas as sexual ha-
rassment awareness and prevention
and intercultural communications.

-By Christine Woolsey

Woman claiming
fear of AIDS

cannot collect

from doctor

LOS ANGELES-A woman

whose doctor contracted and
died from the AIDS virus can-

not seek damages from his es-
tate for her fear of contracting
the disease, a California appel-
late court has ruled, upholding
a lower court decision.

The Aug. 23 decision by the
2nd District Court of Appeals
found the medical doctor's es-

tate was not liable to a patient
the doctor operated on four
years before his death and two
years before he announced
publicly he had AIDS.

The patient has tested nega-
tive for the AIDS virus.

The ruling, Kerins vs. Hardy,
follows a California Supreme
Court decision that people ex-
posed to pollution can only re-
cover damages for their fear 01
cancer if medical evidenm

shows they are more likely Bar
not to contract the disease du,

to the exposure (BI, Jan. 3).
In its miling, the 2nd Distric

Court of Appeals also said tha
a proliferation of similar claim
could compromise the avail
ability of dental, medical, an
malpractice coverage.

Kerins vs. Hartley, Catiforni
2nd Distdct Court of Appea
Aug. 23, 1994, No. 8065917.

1.

1
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Salman
Continued from page 3

Named to that post in 1991, he
oversees the operations of this
publicly traded regional insur-
ance company that provides medi-
cal malpractice insurance and
professional liability insurance to
physicians, hospitals, clinics and
health care facilities in Kentucky,
Indiana, Ohio and Tennessee.

His experience on the other side
of the fence-as a hospital risk
manager-gives him a unique per-
spective in his role as insurance
company CEO.

"We insure hospitals and doc-
tors and I spent the last 25 years
working with them. I have an inti-
mate understanding of the politics
of health care institutions, of how
doctors operate and the under-
writing needs," Mr. Salman said.

"Being in risk management
gives me sensitivity to the fact
that losses can be prevented."

Mr. Salman credits his father,
Julius, with instilling a strong
work ethic in him. "My father al-
ways said, 'Never use your back
when you can use your head.' My
philosophy is there is no replace-
ment for hard work."

If there ever was a model of a

hard worker, it's Steve Salman.
After graduating in 1969 with a

degree in business administration
from Indiana University in
Bloomington, the Indianapolis na-
tive bought into a small exten-
sion-cord manufacturing busi-
ness. After a year, the business
was sold and he joined his fa-
ther-in-law selling insurance for
Reserve Insurance Co. in India-

napolis.
In 1974, when Health & Hospi-

tal Corp. began its search for a
risk manager, Mr. Salman took
the opportunity to get out of in-
surance sales, which he recog-
nized early on was not something
he wanted to do the rest of his life.

As director of loss/risk control

for Health & Hospital Corp., he
established and managed the loss
control program for all elements
of the corporation-including es-
tablishing safety programs for the
patient, employee and visitor ar-
eas and implementing Occupa-
tional Safety and Health Admin-
istration training programs. He
also administered self-insurance

programs for medical malpractice
and workers comp.

Mr. Salman's initial lack of risk

management experience didn't
stop him from vying for the job.
"They were looking for their first
risk manager, so I applied," he
said. "Once I tried it, I really liked
it."

In 1977, he left Health & Hospi-
tal Corp. to become the first risk
manager for Riverside Methodist
Hospital of Columbus, Ohio.

While at Riverside, Mr. Salman
decided to pursue a law degree.

"I disliked getting to a certain
point in a claim and having to
hand it over to the legal depart-
ment," he explained. "I found my-
self spending a lot of time getting
attorneys up to speed on a claim.
But, whenever I got to the fun
part, I had to give it away.

"It was like running a relay
race. You like to be the last guy so
you can come in with the finish.
But this was like being the first
guy, handing off to someone else."

He felt a law degree would en-
able him to grow in his risk man-
agement career.

So he enrolled in Capital Uni-
versity Law School's night pro-
gram, keeping his 50-hour-a-
week job at Riverside. He gradu-
ated a semester early, in 1981.

That hard work has paid off, he
said. "My law degree gives me an-
other frame of reference. And,
most things we do have legal im-
plications of some sort."

But earning a law degree while
working full-time was not Mr.
Salman's only achievement dur-
ing the mid- to late-1970s. He also
established the first-and now

largest-trade association for
health care risk managers.

The idea for such an association

was spawned by the dearth of in-
formation about health care risk

management principles that Mr.
Salman encountered during his
tenure at Health & Hospital Corp.

Then, in 1975, the American
Hospital Assn. sponsored a risk
management seminar for hospi-
tals, but very few full-time risk
managers could be found at the
poorly attended meeting, he said.

"It became clear me that more

and more of these people would
show up on the scene. But they
had no common knowledge base."
The few people Mr. Salman had

'Risk management

gives me sensitivity to
thefactthatlosses

can be prevented,'
says Steve Salman. -

met who were in charge of hospi-
tal risk management had widely
different backgrounds-which ac-
counted for their risk manage-
nnent focus.

Mr. Salman approached the
AHA with his idea to form a

health care risk management edu-
cational society but met with little
support.

After more cajoling, executives
at the AHA said they might go for
the idea if Mr. Salman could

prove there was an interest. A sur-
vey of U.S. hospitals proved there
was, indeed, interest in the idea
and Mr. Salman successfully per-
suaded the Chicago-based AHA to
sponsor a new affiliated society
for professionals in hospital risk
management.

Mr. Salman was named the first

president for the American Soci-
ety for Health Care Risk Manage-
ment in 1979. Its first meeting was

held in New Orleans in 1980 and

was attended by 300 individuals
involved in risk management and
insurance. Attendance at this

year's meeting in Seattle will
probably total more than 5,000.

The year Mr. Salman was
named ASHRM president, he
traveled to 29 states and attended

meetings in Chicago 19 times.
"The AHA wanted to parade
around a real live hospital risk
manager."

That left little time to spend
with his wife and two children,
who were nevertheless under-

standing of his drive to succeed.
Today, Mr. Salman thinks of

ASHRM as one of his children. " I

want to see it live a long and
healthy life."

Given the changes Mr. Salman
has seen in the medical malprac-
tice market, it's a safe bet that
health care risk managers will
continue to flock to ASHRM for

advice on controlling their insti-
tutions' liability.

"The medical malpractice mar-
ket has changed dramatically.
When I began, no one knew any-
thing about it and the plaintiffs
and defense bars were fairly unso-
phisticated."

But rapidly advancing technol-
ogy has altered the nature of risks
health care facilities and physi-
cians face, he noted. "Today, tech-
nology creates new opportunities
for liability. Plus, patients' expec-
tations are greater, so if their
health outcome isn't what they
expected," they will hold the hos-
pital or physician liable.

The changing health care mar-
ketplace has produced deeper
pockets from which plaintiffs can
recover, Mr. Salman added. "Your
health care provider today is very
different from the provider of yes-
terday. People were far more re-
luctant to sue their family doctor
than they are to sue a faceless cor-
poration."

What's more, "Juries are more
willing to give lottery-type ver-
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dicts, even in cases with no
merit," he added. "What they
don't realize is (their large ver-
dicts) impact the price of medical
care. The money has to come from
somewhere."

In 1982, after a management
shakeup, he left Riverside and
joined Sisters of Charity Health
Care Systems Inc. in Cincinnati.
His main mission at that organi-
zation was to establish a risk

management program and oversee
corporate legal services. As senior
vp of corporate affairs and gen-
eral counsel, Mr. Salman moni-
tored the system's risk and quality
management departments, as well
as marketing and research, claims
services and insurance manage-
ment units.

But, he still found time for some
"extracurricular" activities.

While working with Sisters of
Charity, he founded, developed
and oversaw other business ven-

tures, including:
• M.S.J. Insurance Co., a Den-

ver-based captive owned by Sis-
ters of Charity that provides lia-
bility insurance to hospitals in six
states. Mr. Salman served as pres-
ident.

• Preferred Physicians Insur-
ance Co. of Omaha, Neb., which
provides liability insurance to
physicians in 32 states. Sisters of
Charity owned 25% of the com-
pany, and Mr. Salman located the
other three partners.
• Consolidated Catholic Casu-

alty Risk Retention Group, which
provides excess insurance for 11
Catholic health care systems and
their more than 100 hospitals. Mr.
Salman helped found the com-
pany and served as chairman.
• Novare Services Inc., a for-

profit unit of Sisters of Charity
developed to sell services to ap-

and clients. Mr. Salman devel-

oped, implemented and managed
the start-up of Novare and alsc
was president.

When KMIC began its search
for a new president and chief ex-
ecutive officer, they were lookinE
for someone with experience ir
both hospital and physician lia·
bility and Steve Salman fit th,
bill, according to Dr. Richarc
Hench, chairman of the KMI(
board.

"He's a very capable and well
trained individual. We feel he i,

doing an excellent job. He's defi
nitely a hard worker," Dr. Hend
said. "We are trying to get him t
relax a little and play a little mor
golf."

Mr. Salman does find time fc

activities outside of work. H

jokes that he never outgrew k
"adolescent passion" for cars. H
owns a 1947 Jaguar, a 1956 Me:
cedes and a 1952 Porsche.

"He knows how to balance woi

and his family life," said Chuc
Fischesser, vp of claims at KMII
Mr. Fischesser worked with M

Salman for eight years at Siste
of Charity before joining him
KMIC in 1993. Mr. Fischess

described him as "a qui,
witted guy with a great sense
humor."

One reason Mr. Salman took t

job at KMIC was to spend mc
time with his family, he said. '
adds that it won't be the last st

in his illustrious career.

"I'm very happy here, but 1
company has to move on. Th,
are numerous companies in c
line of business, but the futi
dictates that the medical malpn
tice insurance industry will c,
solidate," he said. "I won't nec
sarily leave Kentucky Medic
but I may bring it into a lar
family to deal with integra
health systems, which are our r
customers." 1



4

I D

t

...

di#412 7(60 7tfiA ,€0/14
FAWL )'LULL kt Lze/Ego-ur I

Things happen. We are there when you need us.

: 1-=2 M
hANNOVER RE

EISEN UND STAHL RE



1

These highly customized programs can be designed to meet a broad range of

needs-from general liability coverage and specialty programs witt major

companies to managing complex issues such as'environmental impairment

liabilities. Before you face another year of contract negotiations, look into

the benefits of long-term protection from Centre Re.

CENTRf RE
INNOVATION IN REINSURANCE

MEMBER OF THE ZURICH INSURANCE GROUP

Call us for a copy 6f our 1993 annual report: Berruda 809-295-8501
New York 212-898-5300•Loidon 071-816-0816· Dublin 353-1-2 70-0735
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Florida gains HMO

Markets

RANCHO CORDOVA, Calif.--
Foundation Health Corp. has an-
nounced that its subsidiary, Foun-
dation Health, A Foundation
Health Plan Inc., has won ap-
proval from the Florida Depart-
ment of Insurance to begin health
maintenance organization opera-
tions in Florida effective immedi-

ately.
Foundation Health, of Rancho

Cordova, Calif., has established a
network of physicians and hospi-
tals in the Orlando, Fla.-area
counties of Orange, Osceola and
Seminole and will begin market-
ing to employer groups for cover-
age effective as early as Jan. 1,
1995.

The company intends to intro-

duce several managed care prod-
ucts in Florida in the near future,
including individual and family
coverage, point-of-service, in-
sured and self-insured PPO pro-
grams, term life coverage and
workers compensation.

In addition to Florida, Founda-

tion Health currently is licensed
to conduct HMO operations in
California, Louisiana and Texas

and has HMO applications pend-
ing in Alabama and Oklahoma.

The company also has an-
nounced pending acquisitions of
HMOs with operations in Arizona,
Colorado and Utah.

New U.S. Re branch

NEW YORK-U.S. Re Corp. has
launched its first operations in

Most pre 1978 residential buildings

contain lead based paint which can

be a serious health threat to tenants,

and a liability threat to owners And

while regular painting is smart

maintenance It doesn t eliminate the

possibility of a lawsuit Fortunately,

The Home Insurance Companies offer

Y

Europe.with the opening of a
Copenhagen, Denmark, branch.

General manager of the branch
will be Mark K. Lucas, who had
been general manager of Copen-
hagen branch of reinsurance in-
termediary Guy Carpenter & Co.

Opening the Copenhagen
branch is part of New York-based
U.S. Re's strategic plan to provide

reinsurance consulting and bro-
kerage services to clients world-
wide.

The new European office is 10-
cated at Abenra 19, Copenhagen,
Denmark. The telephone and fax
numbers are both 45-53-14-40-04.

Comp cost control
GLENDALE, Calif.-Fremont

Health Corp., a newly formed
subsidiary of Fremont Compensa-
tion Insurance Co., will focus on
integrating proven medical man-
aged care techniques within a

lead based paint liability insurance The

only policy of its kind While other insur

ance companies specifically exclude this

risk, The Home s underwriters, together

with environmental specialists, have

pioneered this innovative policy Call for

more information 1800 705 LEAD

WE SEE RISK BEFORE RISK SEES YOU

Coverage may not be available In all states Check FolEy for details

workers compensation claims cost
control progrann.

Specialty workers compensa-
tion writer Fremont Comp, based
in Glendale, Calif., covers more
than 17,000 employers. Fremont
Health is now forming partner-
ships with industrial medical pro-
viders in selected regions of Cali-
fornia.

Fremont has already invested
more than $1 million in a new
computer system that manages
workers compensation medical
costs.

Fremont Health will also bene-

fit from a strategic alliance in
place between Fremont Comp and
Electronic Data Systems Corp.
EDS currently services 170 health
care provider companies repre-
senting 30% of the insured U.S.
population.

Fremont Comp also recently an-
nounced a joint effort with New
York Life Insurance Co. and

BUSENESS //Vs,

MassMutual that will explore the
development and joint marketing
of 24-hour health care products
for employers.

Natural hazard service

SAN FRANCISCO-Guy Car-
penter & Co. Inc. and EQE Inter-
national have former EQECAT

Inc., a joint venture to provide
services to help insurance, rein-
surance and other financial ser-

vice firms manage risks related to
natural hazards.

EQECAT links the resources of
EQE, a leading engineering con-
sulting firm in the natural haz-
ards field, and reinsurance broker
Guy Carpenter. Among the ser-
vices provided by the new venture
will be consulting, portfolio and
single site analysis, software li-
censing, training and the distribu-
tion of information designed to
keep clients current on the body
of knowledge available on natural
hazards.

EQECAT will be based in San

Francisco and will operate princi-
pally out of San Francisco and Ir-
vine, Calif., New York and Lon-
don and Warrington, England.

New HMO venture

MADISON, Wis.-Physicians I
Plus Insurance Corp., a Madison, 
Wis.-based health maintenance

organization, and Employers
Health Insurance Co., the princi-
pal operating unit of Green Bay,
Wis.-based EMPHESYS Financial

Group Inc., have announced plans
to form a joint venture that will
allow them to expand Physicians
Plus HMO throughout south cen-
tral Wisconsin.

Under the arrangement, Em-
ployers Health would own a sub-
stantial part of PPIC and have ac-
cess to PPIC's closed-panel pro-
vider network, which includes
Physicians Plus Medical Group
and Meriter Hospital.

Physicians Plus would have ac-
cess to Employers Health's range
of employee benefit products, in-
cluding group life and disability
insurance, dental insurance and

Section 125 plans.
The two parties will negotiate a

definitive agreement over the next
several months which will be sub-

ject to regulatory approval and
the approval of the companies'
boards of directors.

New captive division
ITASCA, Ill.-Arthur J. Gal-

lagher & Co. has formed Gal-
lagher Captive Services, a new di-
vision that will be the focal point
for the coordination of company-
wide captive activity and business
development.

Arthur J. Gallagher has been in-
volved in the alternative market

since 1962 through the develop-
ment of risk sharing pools, risk re-
tention groups, captives and other
self-insurance vehicles, and com-
pany officials envision that the
new division will be a logical ex-
tension of Gallagher's group cap-
tive activity.

The new division will be head·

quartered in Downers Grove, Ill.
and will be headed by Kevin J
Doyle, vp-sales, and Catherint
Duffin, vp-production manage
ment.

The division will work closet
with Gallagher's existing Ber
muda captive management opera
tion.

PCS biotech venture
PHOENIX-In an effort to im

prove the delivery and manage
ment of biotechnology drugs an

Continued on page l



1 11Today, you doll t nave to be in an environmental business
to need environmental insurance.

In today's business climate, environmental rislz affects more than just environmental businesses. Now virtually every
business -- from architects and engineers to manufacturers and commercial developers... even warehouse facilities -- face
potential environmental lia1ility. NVitllout tlle specialized coverade of environmental insurance, tliese businesses could suffer
serious consequences.

Today, affordable insurance products to address your environmental rislis are available throudhECS

Underwriting and Reliance National. At tlie forefront of environmental insurance since 1979, no one

provides a stronder array of environmental insurance products. That means you can properly address your
environmental liability exposures and benefit from a level of experience and service, unequaled in tlie ECS
insurance industry... and available only throu11 ECS Underwriting. Underwriting,

Inc.
An ECS CompanyWhetller you're a pigi farmer or a paving contractor -- the business you'rein has an environmental

exposure, and your current insurance may not provide dle coverage you need. Don't find out the liard way. THECHOICE

Call 1-800-ECS-1414 and tall to tlle experts at ECS Underwritind today. Reliance National

Environmental insurance protection for Worldwicle inlustry.

Protecting: Architects & Engineering Firms * Banls & Financial Institutions * Commercial & Residential Developers
Lilit Industry & Manufacturind * Warehousing * Wastewater Treatment Facilities • And Others

520 Eagleview Boulevard, P.O. Box 636, Exton, PA 19341. Or call 1-800-ECS-1414 (In PA 610-458-0570), FAX 610-458-8667.
Programs are underwritten by Reliance National Indemnity Company, a member of the Reliance Insurance Group.
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SEATTLE, USA -----

BOEING ROLLS OUT A TRIUMPH OF TECHNOLOGY AND

TEAMWORK.

WORKING TOGETHER: ZOOO EMPLOYEES, 545 SUPPLIERS
IN 14 COUNTRIES, 16 AIRLINES, 3 ENGINE MAKERS.

AND ONE GLOBAL INSURANCE BROKER.

4
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1 he Boeing 777.
The concept that challenged the technology

barrier. And broke it.

In creating the 777, Boe ng bypassed
engineering mockups and virtually eliminated
paper drawings.

For the first time, engineers used digital
computers to design and electrorically pre-assemole
an entire aircraft, achieving unpreceder-ed levels

. 6 . 'i:rh                                                                                     .'

of accuracy and quality.
1

When the service-ready 77/ is delivered next
yea- it will have come through some 4800 test
fligkts-the most extensive test program ever.

*hile 238 Boeing design/build teams, severa
cadres of customer-airline specialists, and hurcred f
of world-class subcortractors on five continents

were working together on the 773 our team was
working on the massive insurance program



SHOE,N

joeing required.
Harnessing the power of the J&H/UNISON

)lobal network to the reputation of the 777's
reator, we acted as brokers, Lloyd's brokers,
urplus line brokers, reinsurance brokers and
aptive managers to put it together.

Now you know why global leaders want
)hnson&Higgins/UNISON on their teams.

We deliver real world solutions.

OHNSON
IGGIXIS

-
A .

UNISTN
THE GLOBAL TEAM
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Continued from page 12
other medical therapies, PCS
Health Systems Inc. has formed
Healthcare Delivery Systems.

The new division will work with

biotechnology and drug firms to
create drug-specific and patient-
specific delivery systems for pa-
tients who require specialized drug
therapies.

Among the areas in which
Healthcare Delivery Systems will
assist manufacturers are: providing
cost-effective delivery of their prod-

fl

I.fl

ucts, both commercially and during
clinical trials; collecting patient dis-
ease and drug therapy data and
making that information available
to physicians; and reducing the cost
of drugs and therapy to patients by
applying PCS's managed care capa-
bilities.

Healthcare Delivery Systems also
will: improve patient access by of-
fering a wide choice of delivery
methods; manage indigent-patient
programs for manufacturers and
provide reimbursement advocacy
support to patients to help them ob-
tain reimbursement from private
and public sources; and facilitate
compliance with patients' drug reg-

A Clear Path

imens through patient/prescriber
communication or by dispensing
free drugs.

Phoenix-based PCS, a provider of
managed prescription care services,
is expected to be acquired by India-
napolis-based Eli Lilly & Co. (BI,
July 18).

P/C insurer acquired
BROOKFIELD, Wis.-The Mu-

tual Group (U.S.) has agreed to
purchase the Milwaukee Insurance
Group Inc.

The purchase price, initially
agreed to in May, was reported to
be $24 million in cash and other

Focused...on course for repeated successes...
charted for the 21st century.

We celebrate our 25th year with pride in our position
as a major US. reinsurer

PMA Reinsurance Corporation

PMAlze 925 Chestnut Street, Philadelphia, PA 19107
(215) 629-5241 FAX (215) 629-5499

10 0 10
30
A7O

0

0

00

00

considerations.

Based in Brookfield, Wis., The
Mutual Group markets a range of
employee benefit products as well
as individual products, including
life insurance and annuities.

Milwaukee Insurance Group pro-
vides property and casualty insur-
ance through three subsidiaries:
Milwaukee Guardian Insurance,
Milwaukee Safeguard Insurance
Co. and Alpha Property & Casualty
CO.

New offices

CIGNA Property & Casualty has
opened three new branch offices.

One is in Seattle to serve agents
and brokers in Alaska, Oregon and
Washington, phone 800-235-2022,
fax 206-654-8905.

A second is in Colorado to serve

agents and brokers in Colorado,
New Mexico, Wyoming, Utah and
Idaho, phone 800-742-4135, fax
303-721-3222. The third is located

in Phoenix to serve agents and bro-
kens in Arizona, Nevada and Mon-
tana, phone 800-542-9937, fax
602-906-1595.

Broker Dawson y Correa has ex-
panded its corporate insurance and
SUIfty business in Mexico to in-
clude a new office in Chihuahua.

The new office will serve clients

and prospects in the Chihuahua-
Ciudad Juarez area and can be

reached by phone at 521-410-5132
or by fax at 521-415-8166.

Lindsey Morden Claim Services
Inc., based in Tyler, Texas, has
opened offices in Reno, Nev., and
Tucson, Ariz. The Reno office can
be reached by phone at 702-827-
4144 or by fax at 702-827-0443,
and the Tucson office can be

reached by phone at 602-751-8460
or by fax at 602-751-2890. 1

Business
Insurance®

•EVENTS•

RISK MANAGER

OF THE YEAR

AND RISK MANAGEMENT
HONOR ROLL AWARDS

These awards recognize individual
accomplishmentsinthefieldofrisk
management. Fornominating forms
and rules, write or call:

BUSINESS INSURANCE

Editorial Department
740 N. Rush Street

Chicago, IL 60611 -2590
phone: 312/649-5319

fax: 312/280-3174

EMPLOYEE BENEFITS
COMMUNICATION

AWARDS

The EBC awards honor employers
for excellence in communicating
benefits programs to their
employees. Insurance companies
and consulting firms also are
recognized for their participation in
the preparation of award-winning
communication programs. Forentry
forms and rules, write or call:

BUSINESS INSURANCE

Communication Services

220 E. 42nd Street

New York, NY 10017-5806
phone: 212/210-0299

fax: 212/210-0704

WORKERS COMPENSATION
CONFERENCE

Presented in conjunction with IBF
Conferences, this event addresses

the specific concerns of corporate
executivesmanagingworkerscomp
programs and rehabilitation
services. Sessionscoverthis rapidly
changing environment and creative
and innovative strategies to curb
costs.

For details on registration or
exhibition for any B/ conference,
write or call:

BUSINESS INSURANCE

Communication Services

220 E. 42nd Street

New York, NY 10017-5806

phone: 212/210-0299
fax: 212/210-0704

For more information, call one
of the numbers listed below:

Advertising Information:
212/210-0228

Subscription Information:
800/678-9595
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 Minimizing pollution exposuresBy ROBERTO CENICEROS Strict penalties motivate Canadian execs to avoid problems
WINNIPE G, Manitoba-The up to the board of directors and The former Bata Industries Ltd 'I am an environmental consultant

stakes for environmental offenses what they are going to do about executives were not directly re- I specialize in ground water stud-
are getting higher-and much it," Mr Cotton said sponsible for the storage of the les, air and emission studies '
more person- And environmental pollcy terms waste material that led to this These people have not been ex-
al--for execu- such as "malor" should be defined case Yet, the lower court ruling posed to this whole spotlight of in-
tives at Cana- in-house so that directors are ap- that fined them came under a 1986 demnihcation and hability, Mr4

. dian companies prised of important information law that holds company officials McKernan warned
but not bothered with insignifi- personally responsible if " reason- Choosing an environmental at-

prosecuting in- cant data able care" was not taken to pre- torney to review reports and poli-
dividual execu- "Boards today are passing board vent pollution cies can help
tives for envi- resolutions that define what major John J McKernan, vp of Dale "One of the things I've learned is
ronmental

Regulators are

is," Mr Cotton said "If you don't Intermediaries Ltd insurance bro- that words like spill, accident,
s - tim. crimes rather bring things to the board that they kers in Toronto, also addressed the rupture, contaminant, leakage

than merely penahzing their cor- should have heard about, you're in session have different meanings," Mr
:A ,

1

poration, warned a Toronto attor- trouble " Environmental reports are cru- McKernan said "And apparently
i TI 11' ney during a session at the Cana- Company pollcies should con- cial when shopping for insurance not all consultants are up to speed

dian Risk & Insurance Manage- tam all relevant information, such pohcles, he said He added that on the legal interpretation If you
ment Society conference as hazardous-waste transportation tough economic tlmes in Canada put out a report based on these

Roger Cotton, head of Tory Tory and health and safety issues This have spurred the growth of several terms and it gets in the wrong
AP/Wide World photo DesLauriers & Binnington's envi- information should be accessible environmental consulting firms hands, it can be very difficult to

The AT&T satellite was lost after ronmental group, said five corpo- 24 hours a day to anyone who may As a result, now more than ever, defedd your position "
this launch in French Guiana. rate officers and directors have need it in an emergency risk managers must pay close at- Many consultants do not cam

gone to jail in recent years And, "What blls us as lawyers all the tention and hire firms with a repu- professional liabillty coverage, but

$187 million the Ontario Court of Appeals cur- time is an employee who says, tation for dehvering sound guid- purchase it on a case-by-case ba-
rently is deciding whether the for- 'Yeah, I've heard of that proce- ance sis, and only when contracts de-
mer vp and president of Bata In- dure, but I can't flnd it "' "Don't be impressed by one that mand It's generally a matter ofsatellite loss dustries Ltd, a shoe manufac- The policy should be tested to (presents) a bound multipage tech- cash flow and expensive premi-

is insured turer, must pay $6,000 each out of determine effectiveness under dif- meal document," said Mr MeKer- ums, Mr McKernan said After the
their personal-rather than corpo- ferent circumstances Mr Cotton nan "You'll never get a corporate session, he added that he did not
rate-funds The fines were levied even suggested conducting simu- director to read it, let alone act on know of any companies that have

By MARIA KIELMAS by a lower court for a 1989 mci- lated accidents at 2am any of its content " been stung by hinng consulting
dent involving waste product stor- Several members of the audience Risk managers also need to firms that lack experience or pro-

A $187 million claim is ex- age noted that inevitably, some com- make sure that hired consultants fessional habillty insurance
pected following the loss of an However, risk managers can pany directors cannot be con- understand the terminology of the The session was moderated by
AT&T Corp Telstar 402 satel- protect themselves and .their vinced to create defined environ- trade Maunce J Smith, director of risk
lite launched by Arianespace bosses mental company policies "With the economy being what management and corporate real

The satellite was declared a Maintaining comprehensive In that case, risk managers must lt lS, there are a large number of estate for CCL Industnes Inc m
loss shortly after its separation company environmental pollcies is make sure they don't become the people hanging up shmgles saying, Willowdale, Ontario El
from an Ariane 42L rocket that the most crucial and important focus of government investigators,
Ras launched from Kourou, step, Mr Cotton said Keep com- Mr Cotton responded
French Guiana, on Sept 9 pany pollcy in a binder near the 4 4

You have to protect yourself," Global Briefs
The cause of the loss is not key people who need it, he sug- he said "Make sure you've got

yel known according to Simon gested your file in shape so you can sur-
Clapham, underwnter for the "If all your company has is a vive a review (by government 1- Generali acquisition Lebensversicherung-Ges
Marchant Space Consortium, one-paragraph or a three-para- vestigators) People come to me all The four Fortuna subsidiaries in
which is the London lead un- graph pollcy, you're in the dark the time in frustration and say, TRIESTE, Italy-Assicurazioni Switzerland in which Generah
derwriter on the risk ages compared to your competi- 'I've told (my bosses) three times if Generall SPA has acquired a now has an interest are Fortuna

The Marchant Space Consor- tors," Mr Cotton warned "That is they don't do this we're going to 27 9% equity stake and 55% of the Lebensversicherungs-Ges, Fortuna
tium, a group of 20 Lloyd's lust a starting point The courts have a spill ' I say that is fine as voting nghts in Swiss msurance Personalversicherung-Ges, For-
syrdicates wrote a $9 million and regulators look at those pollcy long as you have it in your file and group, Fortuna Holdmg tuna Rechtschutzversicherung-Ges
layer of coverage for the satel- statements and just toss them can show (investigators) that you The acquisition gives the Trieste, and the investment company, For-
lite, Mr Clapham said He con- aside as not a serious matter at all told them three times, that you Italy-based msurer stakes in flve of tuna Investment A G All of the
firmed that the satelhte was "You've got to have an (environ- took mdividual due dihgence If Fortuna's msurance subsidiaries in companies are based in Adliswil,
insured for $187 million mental) auditing procedure you took all reasonable care, Switzerland, Germany and Spain, Switzerland

The oss will come under You've got to spell out in detall you're going to be OK They're go- as well as an investment subsidiary The deal also includes Fortuna
launch ar d orbit coverage, what you are trying to do with ing to be in trouble, but you're go- m Switzerland The acquisition subsidiaries Fortuna Espana Seg-
which mcludes the first six that auditing procedure, how fre-

quently it'
ing to be OK " cost 77 million Swiss francs ($60 2 uros De Vida S A of Madrid,

months after launch, sources s golng to happen Show Following the session, Len Gnf- milhon), a Generah spokesman Spam, and Fortuna Lebensver-
say- who is going to do it and so on " fiths, an attorney with Tory Tory said sicherung in Germany

Roughly 45% of that cover- A clear chain of command for DesLauners & Binnington repre- The impetus behind the acquisi- "The Spanish and German com-
age was placed in the U S reporting problems is also essen- senting Bata, said he has reviewed tion 15 to strengthen Generah's pames unll be integrated into the
mar<et, 209, in the German tial Workers and managers need hterature in the Umted States, Eu- stake in the Swiss market, the group but the strategic aspect was
mar.cet, 2(1% to 25% in the to know exactly what and where rope and Austraha, but has not spokesman said Generah has a 2% Switzerland," the Generah spokes-
London and other interna- to report found laws that go as far as the share of the Swlss market through man added

Cont:nued on page 20 "The state of the art today lS one being weighed by the Ontano its interests m Union Suisse Cie -By Mana Kietmas
spelling out exactly what comes Court of Appeals Generale d'Assurances and Famiha Bnefs continuedonpage 36

More German firms turning to captives
By DON LEWIS KIRK captives in domiciles hke Luxem- German companies in greater

bourg that offer tax advantages to numbers contend that traditional Et'Ii·';'MC2?Lw -3 Vlg.-t,Imy 7 F

Prompted by an economic reces- parents, insurance market condl- insurance has lost ltS luster for
sion, ristrg commercial insurance tions are prompting German com- some risks \=22-/4,-
rates and expanding liability ex- panies to go ahead with captive "We're not declaring war," said
posures, more German companies formations Fntz-Juergen Cremer, director of ,

than ever before are interested in "Companies like ours were hesi- Hoechst's in-house broker, Ho-
forming captive insurers tant to take the step," Mr echst Versicherungs AG, and

Au:omobile giant Daimler-Benz Gottschling said "But we found chairman of the insurance divi- 'lr

A G is among the most recent, an- premiums for our large risks did mon of the Federation of German f \
nounc,ng it will launch a reinsur- not reflect our losses," he says Industries "We lust believe we t.rh:ance captiv€ in Luxembourg m "And we are not alone " can assess our own rlsk better

, 199 5 (see story page 24) One of the most notable exam- than an insurer, he said
' "It s long overdue," said Henner ples of German captive formation "The interest for captives is like
Gottschling, president of debis occurred in December 1993, when a fever spreading to the most un-

1 Assekuranz Versicherungsvermit- leading chemical giants BASF likely places," said Dieter
tlungs GmbH, Daimler-Benz's in- AG, Hoechst AG and Bayer Schwanke, semor executive of the

'i

surance brokerage "We should A G formed the first German L Funk & Soehne GmbH, a sub- 31

vemeoeesthis long ago to build group captive, Indunsk Reinsur- sidiary of the Funk Group, Ger-ance AG,in Luxembourg (BI, many's third-largest brokerage
Although German tax authorl- April 18) Indurisk reinsures its "Hospitals, mid-sized companies,

ties have yet to resolve their offi- parents' self-insured retentions we've seen companies that can't AP/Wide World photo

cial position on the formation of for environmental liabihty risks Continued on page 24 Oaimler-Benz A.G. is one of the latest German firms to turn to captive insurance.
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We've invested millions

of dollars in the design of

something we hope you'll

never use. Ironic, isn't it ?

FIRE SPRINKLERS ARE CURIOUS THINGS.

Invest a lot of money and

time in their design and

engineering, and if you're

really fortunate, they'll

The 18808, that is. Allendale Insurance has been

a leading force in the development of modem

sprinkler technology through its partnership

with Factory Mutual Engineering& Research.

DURING THE I97O5, ALLENDALE

never be puttouse. But if everone is activated,

rest assured thatit's capable of preventing the

spreadoffireand minimizing its damage.

and Factory Mutual

developed the large

drop sprinkler, which

greatly limits fire

spread and ailows customers more flexibility

in thetise oftheir warehouse storagespace

MORE RECEN'rLY, AYLENbALE LED THE

WE SHOULD KNOW. WE'VE BEEN LEADING Way in theresearch and develdpment ofthe

die way in sprinkler technology since the 'Bos. Early Suppression Fast
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sprinkler. This permits higher storage as well

as the storage of more challenging com-

modities, usually without subsequent

sprinkler retrofitting. Instead of

just controlling high intensity fires,

permits cost-effective use of any number of

technologies anywhere in the world.

ESFR sprinklers can actually suppress

them, andcan normally do it forhalfthe cost

ofany other protection arrangement

AND NOW, BY INTEGRATING OUR

decades of fire research with current

European sprinkler designs, we have

produced benchmark international guide

ALLENDALE IS NCI' JUSr AN INSURANCE

company in the traditional sense ofthe

term. Webelieve we should do more than

compensate you for losses. We should, in fact,

help you prevent property loss, minimize

damage andreduce disruptions toyourbusiness.

AFTERALL, YOUR BUSINESS IS CHANGING

every day. We are committed to helping

you anticipate change, manage it, and to

stay ahead of it. That way0 we can offer

. lines for fire protection. Thetesultp our polityholders solutions for

A Rexible approach which V SAnclg gasse  their partiallar challenges, A. 4.1 'Kits'
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Getting the risk management message out
By ROBERTO CENICEROS

WINNIPEG, Manitoba-Pub-
lishing a newsletter can help risk
managers establish their worth to
their organiza-
tions, educate

employees and
even make the

job easier, a Ca-
nadian risk

manager says."If your com- -
pany doesn't

know you're
around and doesn't know what

you are doing, you're not going to
be around," said Glen Frederick,
who is manager of risk manage-
ment operations for the province

of British Columbia.

Educating executives, managers
and workers with a publication
also can make it easier to perform
risk identification audits of com-

pany departments, Mr. Frederick
said last week at the Canadian

Risk & Insurance Management
Society conference in Winnipeg,
Manitoba.

"If you show up in somebody's
office and say, 'I'm here to do a
risk identification for your de-
partment today,' (and) if they
don't have any idea what risk
identification is, you end up
spending two hours telling them,"
he said. "I prefer to let them know
through one of our publications."

Mr. Frederick's department pro-

duces three risk-education news-

letters with a combined cireula-

tion of about 5,100.
"At Risk" goes to government

ministries and government-owned
corporations.

"Risk Ed" is read by school
principals. And, "Risk 101" is tai-
lored for college and university
presidents and safety officers.

One story published in issues of
both education newsletters

warned administrators to ensure

that groups using their facilities
take responsibility for their own
risks.

Mr. Frederick said he knows the

newsletters are widely read be-
cause he receives telephone calls
requesting copies. He also sends

out questionnaires seeking com-
ment, criticism and story ideas.

Among his tips for producing a
newsletter are:

• Determine the exact cost be-

fore approaching executives with
the idea.

• Stick to a regular distribution
schedule.

• Solicit the help of the commu-
nications department and invite
employees with proven expertise
to provide articles.
• Keep risk management mes-

sages consistent with the corpo-
rate identity. That can be accom-
plished by setting up an editorial
board of no more than eight peo-
ple responsible for the overall
content but not the specific infor-
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Kemper Reinsurance
has added some backup

for your business.
For twenty-five years, Kemper Reinsurance has been easing the financial
burden of unexpected catastrophes. Wherever in the world they
happen. Whenever they happen.

That's earned us a reputation for stability and adaptability. And, since
our affiliation with the Kemper National Insurance Companies, we've
increased our capacity, too. That's given us even more stable footing for
the next twenty-five years.

Consistent protection and service, today and tomorrow.
The backup you need.

Call your professional reinsurance broker, whose partnership and
participation on the KRe team has been a significant contribution for
25 years. Or, call Jim Miller at (708) 320-2644, Long Grove, IL 60049.
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mation contained in each issue.

"Be careful. Don't let them take

it away from you,"he said.
• Don't use risk management or

insurance jargon, and keep the ar-
ticle to about 600 words. Complex
stories can increase a risk manag-
er's workload because readers

will call for clarifications.

• Never assume that statistics

given to you are accurate.
"If you lose credibility in one is-

sue, it takes a lot of issues to get it
back," Mr. Frederick warned.

An estimated 35% to 40% of

Canadian risk managers produce
newsletters. in'

Canadian

RIMS meeting
draws a crowd

WINNIPEG, Manitoba-One

of the sure signs of success for
this year's Canadian Risk & In-
surance Management Society
conference came when almost

500 people showed up for an
Irish Pub opening reception.

Conference planners were
only expecting about 300 to at-
tend the Sunday night event,
said Richard Girden, publicity
chairman for the Manitoba

chapter of RIMS, which hosted
"Harvest '94" last week in

Winnipeg.
About 450 registered dele-

gates attended a brunch,
breakfasts, lunches, sessions
and workshops held at The
Westin Hotel from Sept. 11-14.
Twenty-six companies pre-
sented exhibits and most of the

better hotels in Winnipeg were
fully booked.

Opening session speakers in-
cluded Roger Cotton, whom
conference organizers billed as
Canada's most prominent envi-
ronmental attorney. Another
featured speaker was Mike
Sutton, the first Manitoban
ever to reach the summit of

Mount Everest.

Next year's Canadian RIMS
conference will be held Oct.
15-18 in Vancouver, British
Columbia. Hotels in that popu-
lar destination are expected to
book up soon.

"A lot of people will be re-
serving as soon they get back
to their offices," Mr. Girden
said.

For information on the 1995

conference, contact Keith Gib-
son, 604-273-4770. lai

Satellite
Continued from page 17
tional markets and 12.5% in the
French market.

Bowring Space Projects, a unit
of Marsh & McLennan Cos. Inc.,
was the broker for the risk.

Mr. Clapham said AT&T has as-
sembled a panel that includes rep-
resentatives from Martin Marietta

Corp., the satellite's Bethesda,
Md.-based manufacturer, to in-
vestigate the event.

It is the second satellite loss this

year stemming from a launch by
Arianespace, the European Space
Agency's launch operator.

In January, the $356 million loss
of an Ariane V63 launch vehicle in
French Guiana was one of the sat-

ellite insurance market's greatest
losses to date (BI, Jan. 31).

That crash ended Arianespace's
record of 19 successful launches

in the past three years (BI, March
22, 1993). Ell
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Insurance company executives

intermediaries, risk managers and

others who purchase insurance and

reinsurance rely on one source for

information ... Business /nsurance.

Every week B/ reaches nearly

146,000* readers, bringing them

important perspectives on news,

trends and developments that

affect their decisions and impact

their companies' bottom line.

In three Spotlight reports devoted

to the reinsurance market, 8/ will

put your products and services in

a very unique position ... squarely

in front of the decision-makers you

want and need to reach.

In an editorial environment like

no other newsmagazine, Blwill

deliver your marketing message

to the executives attending the

Reinsurance Rendez-Vous in

Monte Carlo, the largest annual

reinsurance gathering. Reports

analyzing discussions at the

Rendez-Vous will appear in a

subsequent issue. Finally,

executives the world over will be

watching for B/'s report on

reinsurance market trends and

issues and the Directory of

Reinsurance Brokers.

So if you want to be in the best

position with your customers

and prospects call now to reserve

your advertising space in the

newsmagazine that will give you

the best seat in the house.

REINSURANCE: INTERNATIONAL MARKETS

Directory of Leading
Reinsurers Worldwide

Bonus Distribution: Monte Carlo

PUBLISHING: AUGUST 29

AD CLOSING: AUGUST 17

REINSURANCE: RENDEZ-VOUS REPORT

PUBLISHING: SEPTEMBER 19

AD CLOSING: SEPTEMBER 7

REINSURANCE: TRENDS & ISSUES

Directory of Reinsurance Brokers
Bonus Distribution: National

Association of Independent Insurers

PUBLISHING: OCTOBER 31

AD CLOSING: OCTOBER 19

Business
Insurance®
Coverage GuarAnteed

*Includes pass-along readership



The shortest distance between two points ...

Risk

© 1994 General Reinsurance Corporation, Stamford, CT

W
hen you transfer risk to a reinsur-

er, the consequences should be

predictable and secure.

By dealing directly with General Re,

you'll get this and more - integrated, com-

prehensive risk transfer solutions tailored

to your company's unique needs. It begins

with a thorough understanding of your busi-



is the most direct.

Solution

ness goals and a team-based, multidiscipli-
nary approach to supporting your objectives.

At General Re, you'll find unsurpassed .
security, stability and a genuine commit-
ment to helping you achieve your goals.

Why go around in circles looking for
indemnity when you can go direct to
General Re and get that and more?

General
0 Re®

Now more than ever,
the right choice.
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Rate increases drive Daimler-Benz to form captive
STUTTGART, Germany-Ger-

man manufacturer Daimler-Benz

A.G. expects big savings, as well
as new business opportunities, in
forming a captive insurer.

The Stuttgart-based maker of
Mercedes Benz automobiles and

other products is the latest of sev-
eral German companies fed up
with rising insurance rates and
looking to alternative risk financ-
ing.

Daimler-Benz hopes to have its

captive up and rnning by early
1995, said Henner Gottschling,
chairman of debis Assekuranz

Versicherungsvermittlungs
GmbH, the company's in-house
insurance brokerage, which is co-
ordinating efforts to start the cap-
tive.

"At first, it will be a reinsurance
captive for property, business in-
terruption, transport and contrac-
tor insurance," he said. "Later, we
plan to cover liability insurance."

Daimler-Benz initially is plan-
ning, through debis Assekuranz,
to provide coverage to its aero-
space, electronics and automotive
subsidiaries-DASA A.G., AEG
A.G. and Mercedes Benz A.G.

But eventually it plans to allow
other German and non-German

companies to join its captive, said
Mr. Gottschling, noting that debis
Assekuranz already serves as an
insurance broker for other corpo-
rations and foreign companies.

"It's the Daimler strategy," he
said. "What we have tested and

found good should be applied to
others."

The company expects the cap-
tive reinsurer will translate into

big savings.
"We have a loss ratio of 16%

and our premium doesn't reflect
that," Mr. Gottschling said. "We
are also worried about the fact

that Daimler could one day end
up without adequate insurance in

Call the number at the bottom of this ad to find out just how responsive an E&0 provider can be. We

have underwriting and administrative specialists dedicated solely to turning around your E&0 applications

in under 48-hours for miscellaneous professional liability.

One reason we can do it is E&0 experience that goes well beyond the providers you're used to. So

most of your questions can be answered and coverage issues resolved on the spot.

D.

The other is highly automated systems and producer-friendly procedures geared toward getting our

clients covered in the time it takes ordinary markets to get your application out of the envelope.

We write over 40 classes of MPL, including consultants; claim adjusters; title agents and abstracters;

mortgage brokers/bankers; specialty insurance agents and brokers. To find out, quickly, how we fit in with

your E&0 opportunities, contact Executive Risk Management Associates, 82 Hopmeadow Street Simsbury,

CIr 06(Y70-7683, 203-244-8900.

Executive Risk Management Associates is an underwriting manager for The Aetna Casualty

and Surety Company, Executive Re Indemnity Inc.,

and Executive Re Specialty Insurance Company. Executive Risk

Coverage may not be available in some states.
Management Associates 

certain sectors, because its insur-
ers can't find enough reinsurance
capacity."

Daimler-Benz has suffered from

German insurers' attempts to
clean house by forcing higher
rates, said Mr. Gottschling

' ' We were finding that the rein-
surer, not the primary insurer,
was coming to Daimler facilities
to assess risk. Why don't we just
deal with the reinsurer directly
without fooling around?" he ques-
tioned.

"That is why we decided to form
a reinsurance captive. We decided
to offer the reinsurance our-

selves," he said.

Eventually, he added, debis As-
sekuranz plans to enter the inter- i
national reinsurance market with

the captive, helping other compa-
nies to lower their insurance

costs. "We want to work in the

market as a reinsurance factor."

Mr. Gottschling recalled that
when he came to Daimler-Benz

A.G. three years ago he was
amazed it didn't already have a
captive. "I asked, 'Where is your
captive?' not 'Do you have one?' I
was amazed they didn't have
one."

-By Don Lewis Kirk

Captives
Continued from page 17
afford or administrate captives
make decisions we can't believe,
just because everyone else is doing
it."

Edmund Stroesser, insurance
broker for Jaspers Industrie As-
sekuranz GmbH, agreed: "Captive
is a catchword stirring the imagi-
nation of every big company.
We've had lots of companies ask
about captives that can't afford
them."

But a spokesman for Jauch &
Huebener warns: "Companies
should have at least 2 million

deutsche marks ($1.3 million) in
premium before they even think
about captives. Captives are not a
cure-all."

Several factors have infected the

corporate buyer with the captive
bug, according to Jochen Schelle,
executive partner of broker Jauch
& Huebener in Hamburg.

"Price, limits on coverage or
lack of coverage, cash-flow possi-
bilities and participation in better
risk (financing) conditions com-
pared with competitors will lead
to more captives," he predicted.

Higher rates are a large thorn in
the side of many buyers, who have
criticized Germany's rating system
for large industrial risks, which
are set by quasi-cartel commis-
sions called KOKOs (BI, Feb. 14)

In an attempt to return insurers
and reinsurers to profitability
KOKOs have pushed through rat€
hikes of as much as 300% in somc

cases.

"We consider KOKO a carte

that dictates prices," said Mr
Gottschling of Daimler-Benz'
broker unit. "We have no toler

ance for higher rates, when ou
loss ratio is so low," he said.

"We know that insurance onl

works because the good risks hel
pay for the poor. But when we ar
constantly dictated rates and tol
we have to accept certain condi
tions or clauses, that we should t
grateful that we get insurance :
that rate, then we look for altern:
tives," he said.

Mr. Gottschling admitted he ha
hoped Germany's new captive f,
ver would put enough pressure c
insurers to force them to sea

back rate increases sought by t}
Continued on page:
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< WE WORK HARD TO KEEP YOUR COSTS
FROM BEING OUT OF THIS WORLD.

And That's One Claim We Won't Reduce.

"ts, ·,9, At GLOBAL MEDICAL REV[EW, we're committed to keeping your health care expenses
within budget. Not only can we help you save significantly on your medical costs with-
out sacrificing care, but we can also customize a program that's right for you. We offer

strophic case management and international travel and accident claim review.
a wide range of services from provider, pharmacy and hospital bill review, to cata-

And if you're a multinational company or you provide insurance services overseas,
we're the only international reviewer. That means we can save you yen, lire, pesos,
or dinar, as well as dollars. That's our business - to reduce your medical claims

1 anywhere in the world... and keep your costs from being out of this world.
Call us for more information and a fulllisting of our services.

In the USA (8001 708-2525 G]R.

GLOBAL MEDICAL REVIEW INC.
World Headquarters

150 East 58th Street, 27th Floor, New York, NY 10155
{2121 593-0960 • Fax: (212) 593-7247

INTERNATIONAL

Captives
Continued from page 24
KOKOs. "But that did not happen,"
he said. "That's why we started the
project at the beginning of the
year."

And German insurers show no

sign of relenting, Mr. Gottschling
said. "So be it," he said. "I don't see
it as a short-term measure to soften

the market. I see it as a long-term
strategy," he said of the captive
trend.

Rates have also gone up as a re-
sult of environmental impairment li-
ability coverage requirements. Ger-
many mandated in 1992 that com-
panies purchase minimum EIL cov-
erage limits of 160 million deutsche
marks ($103.7 million) for personal
injury and 160 million deutsche
marks for property damage arising

---
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Save Time and Money by Using
Electronic FROI Claim Filing.

Introducing PC-based software for
agents, employers, self-insureds,
state jurisdictions and carriers that
makes it easy to report workers
compensation claims.

And saves you money!

For years, filing workers comp claims meant
understanding the 50 independent paper-
process requirements of each state.

That's all changing with ClaimIX™ , an easy-

to-use automated package from IVANS that
makes processing easy, fast and accurate.

ClaimIr can:

• Reduce your claim reporting cost.

• Transmit "First Reports of Injury" (FROI)
in an EDI standard, the IAIABC 148.

• File electronic forms and/or print hard
copy reports for state workers comp
agencies and insurers.

• File OSHA reports without additional
work.

• Interface with the IVANS/EDS Workers

Compensation Reporting Service (WERS™).

Call 1-800-548-2675.

Access to the Insurance and Health Care Electronic Marketplace.

777 West Putnam Avenue

Greenwich. Connecticut 06830-5012
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from pollution caused by normal
operations.

However, insurers could provide
only a fraction of the capacity
needed to meet those statutory lev-
els of coverage, offering only about
20 million deutsche marks ($13 mil-
lion) in limits.

As a result, many of Germany's
chemical giants have decided to go
it alone.

"All things considered, we opted
for a captive solution," said Karl-
Heinz Jaeger, BASF's risk manager
and director of its domestic reinsur-

ance captive Lucura Reinsurance
GmbH.

Other companies with recent cap-
tive formations include Quelle
Schickedanz A.G., Germany's larg-
est mail order house, which fonned

a Dublin-based captive in January.
"Our captive keeps profits in the
grvup," said a Quelle finance de-
partment executive. "It also gives us
better control of our insurance cov-

erage, reduces costs and provides
access to the international reinsur-

ance market. We also improve risk
management. Of course, we have
potential losses, but they're reduced
by stop-loss limits."

As further evidence of dissatisfac-

tion with the German insurance

market, Munich-based Siemens
AG., one of the first German corpo-
rations to set up an insurance cap-

All things
considered, we opted
for a captive solution,'

says BASF's Karl-
Heinz Jaeger.

tive in Dublin, now is looking to
bring its entire property insurance
and business interruption risk to the
U.S. market.

Its Dublin captive, Siemens Inter-
national Insurance Co. Ltd., under-
writes 10% of the group's fire insur-
ance. Siemens does not plan to form
a new captive or expand its current
captive's business.

Despite the boom in captive inter-
est, J&H's Mr. Schelle cautioned
that German regulations still hold
some pitfalls for captives. "Caution
is still advised for German compa-
nies, when it comes to tax aspects,"
he said.

"German tax authorities are sus-

pect of captives," agreed Hauprecht
Fkiherr Schenck zu Schweinsberg,
director of Westdeutsches As-

sekuranz-Kontor, the in-house bro-
ker for Krupp A.G. "If it looks any-
thing like a tax haven, watch out."

If the German government does
not approve a captive arrangement,
the parent will face additional taxes.

The structure of German laws

compounds the problem.
"In Germany, each region has au-

thority to approve tax exemptions
for companies which transfer funds
to a captive and some regions are
more liberal than others," said Mr.
von Schenck.

But formations like Indurisk show

it can be done. Germany's big three
chemical manufacturers not only
have tax advantages in Luxembourg
they wouldn't necessarily get in
Germany, "they have gained a
greater independence from tradi-
tional insurance, which is subject to
large premium fluctuation," said
Mr. Jaeger of BASF.

In addition, German companies
say captives allow them to insure
risks that traditional insurers refuse

to cover, like flooding.
"If a lot of your risk is non-insur-

able, as it is with our environmental
liability, it's a natural cotime," Mr.
Jaeger said. =Am
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Global Briefs

Health rates to drop
German health insurance rates ap-

pear likely to drop in 1995.
"I'm optimistic at least some

health insurers can cut rates in

1995," said Eckart Fiedler, director
of the Federation of German Sick-

ness Funds.

The Federation of German Guild

Sickness Funds, or IKK, announced
it will lower rates by at least 0.2%

this year, Several other sickness
funds are expected to follow suit.

German sickness funds, which act
as health insurers and make up the
backbcne of Gennany's health care
psrein reported first-half 1994 prof-
its of 792 million deutsche marks

(5499.2 million) in western Germany
and 420 million deutsche marks

(5264.T million) in eastern Germany.
The largest sickness fund in eastern
Germany, Barmerersatzkasse, re-
Eorted profits of 300 million marks
($189.1 rnillion) and a substantial
rase cut is planned for October.

The anticipated decrease in insur-

INTERNATIONAL

ance rates comes despite a 6.4% in-
elease in health care costs for the
first half of 1994. Total health care

expenditures for the first six months
were 102.4 billion deutsche marks
($64.5 billion), while sickness fund
contributions were 103.2 billion

marks ($65.1 billion).
German Health Minister Horst

Seehofer attribu%ed the increase in
costs to "normalization" after ex-

tremely low increases in health care
costs last year. A wide-reaching 1992
health care reform law went into ef-

feet in Jan. 1, 1993. It led to Germa-

ny's first surplus last year. Health

care costs rose only 3.6%.
"In 1993, health care costs rose at

about half the rate of wage and sala-
ries," Mr. Seehofer said. "In nearly
all areas, the reform has led to sav-
ings."

Wolfgang Schmeinck, director of
the Federation of Company Sickness
Funds, agreed. "Caps on drug costs
and doctors fees created an extreme

mduction in 1993. What we see now
are more realistic costs."

He said there's still a ways to go.
"We still have problems with hospi-
tal costs, which account for post-
sickness fund outlays. We need

CREAM
always rises to the top.

I n every aspect of life, the lesson is
repeated. Just as the rich cream separates

itself from the milk, so do distinctive people
trans=end the rest.

The nation's premier wholesale

brokers play a crucial role in the

marketing of specialty lines. It is

important for a retailer to tap into

the market knowledge, expertise

and capabilities of a well-qualified

wholesaler. Top-level brokers,

such as Doug Falls of Swett

Insurance Managers, a division of

Swett & Crawford Group, are

known for generating excellent

risk information in the proper

decision format the specialty

underwriter requires.

Accurate and comprehensive

submissions, however, frequently

require an inordinate amount of

backtracking, as evidenced by Mr.

Falls. «We, as wholesalers, often

spend considerable time going
back and forth with retailers in an

attempt to develop basic under-

writing information. As a rule, this
lack of information will cause a

given risk to stay at the bottom of
a stack.'

Superior submissions add
immeasurable value to the insur-

ance transaction. Retailer or whole-

RLI BROkER SALUTE

saler, get your paperwork right-the first

time, every time. You will be amazed what

you can accomplish with a well-prepared
submission.

Quality brokers like Doug Falls under-

stand, just as cream always rises to the top,

a complete submission always finds its way

to the top of the underwriter's desk.

¢St \)6 2

Doug Falls

Swett Insurance Managers

Minneapolis, MN

RLI salutes Doug Falls as a quality

wbolesater wbo brings value to every transac-

tion. Witb tbis salute, RLI continues a tradition

of internal and external recognition of those

wbo strive to belp us solve our clients' and our

indust,*s problems.

RLI
Fundamentally innovative

9025 North Lindbergh Dr. • Peoria, IL 61615
ph: (309) 692-1000 • Fax: (309) 692-1068

greater tabs on costs. That would af-
feet nearly a third of what we pay."

Prescription drug costs, which fell
20% in 1993, increased 6% in the
first six months of 1994. At the same

time, the amount patients paid for
medicine increased. Overall, Ger-
mans paid nearly 2 billion deutsche
marks ($1.3 billion) more out of their
own pocket for medicine in 1994
than in 1993.

-By Don Lewis Kirk

German insurance losses

German insurs had a rough year
in 1993.

The German Insurance Assn.,
which represents the nation's insur-
ers, reported total underwriting
losses of 194 billion deutsche marks

($111.7 billion) last year, 11% worse
than the 175 billion deutsche mark

($108.1 billion) loss posted in 1992.
Factors such as car theft, corpo-

rate bankruptcy and storm damage
caused a "claims explosion," the as-
sociation said. Return on capital in-
vestments was the only factor keep-
ing companies in the black.

German insurers' gross premium
volume in 1993 reached 197 billion

deutsche marks ($113.5 billion) a
9.4% jump from 180 billion ($111.2
billion) in 1992. Most of the increase

came from the highest loss sectors,
private health insurance and fire in-
surance, which saw premiums rise
12.5% and 12.4% respectively.

-By Don Lewis Kirk

Multinationals eye
U.K. pension reform

Pension executives at U.S. multi-

national companies fear a U.K. pen-
sion law reform proposal will dimin-
ish their control of UK pension
plans, warn consultants at Towers
Perrin in Newbury, England.

Recently back from a trip in which
they met with pension executives at
about 60 US. companies, Towens
Perrin consultants say UK defined
benefit plans are falling victim to
more government regulation. Ulti-
mately, this might drive employers
to switch to defined contribution or

hybrid plans.
The U.K. government's White Pa-

per released in June contained Ultee
proposed elements that upset US.
pension executives, said Lawrence
Clark, a principal at Towers Pen'in
Proposed legislation will be unveiled
this fall for enactment in the next

parliamentary year.
First, imposition of mandaton

cost-of-living adjustments could im
pose a significant cost burden or
employers. Second, the proposed re
quirement that plan participant:
comprise at least one-third of board
of trustees alarms employers, wh,
worry such trustees will cause th
fund to make more conservative-

and ultimately more costly-invest
ments. ThiI« cmation of a minimun

funding standad also could stee
funds into more conservative inves

ment policies. Participant truste€
might worry about explaining an
short-term dip below full funding 1
fellow workers, Mr. Clark said.

But some U.K pension experts sE
participants have never impaired il
vestment policies."We have not e
perienced any dificulty whatsoev
in the 11 years in which we've hi
member trustees on board," said P
ter White, group pensions manag
for Tate & Lyle P.L.C. in Broml€
England.

The 480 million pound ($746 m
lion) pension fund is split.evenly k
tween employer- and employee-no}
inated trustees.

-Crain News Sem
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Here's Your Free Guide to the HPR Market
New travel kit of maps and brochures helps you access The New IRI • 8 New
Underwriting Areas • 16 Technical Service Centers • Leading HPR insurer
offers global capacity and stability backed by $120 Billion in assets and
$30 Billion in surplus • 47,000 insured properties in over 70 countries

1121
For your free copy of The New IRI Tour Book, contact
Trish Sasso, IRI Marketing at I-800-243-8308, Ext. 74I2.
From outside the USA, call (203) 520-74I2.
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\ORTH AMERICAN RE

CAN CUT THROUGH

ANY REINSURANCE

PROBLEM.

................................................................................................

No matter how difficult to structure
or place, North American Re can

usually find a home for your reinsurance

risks. Whether you need traditional

or non-traditional reinsurance,

or a sophisticated blend of

the two, we have the teams of

skilled specialists to underwrite

even the most complex programs.

By combining our domestic

capacity with those of the global

resources of the Swiss Re Group, we can

structure reinsurance programs that are

not readily available elsewhere.

As part of the Swiss Re Group, with assets
of $40 billion and offices in 150 countries,

we can provide ready access to

substantial and always reliable

worldwide capacity.

At North American Re, we
have always prided ourselves

on taking a problem-solving

approach to reinsurance.

North American Re.
We have all the tools it takes to handle

any reinsurance problem.

Founded in 1863.

Swiss Re has grown to become
a global reinsurance power.

NORTH AMERICAN RE

A MEMBER OF TH E SWISS RE GROU P

NORTH AMERICAN REINSURANCE CORPORATION 237 PARK AVENUE, NEW YORK, NY 10017 (212) 907-8000 ATLANTA BOSTON CHICAGO DALLAS LOS ANGELES NEW YORK PHILADELPHIA SAN FRANCISCO
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Ameritech
Continued from page 2
two years of early retirement credit
as part of the downsizing.

At the time he was laid off, with
the early retirement credit Mr. Kaf-
orski was only three months short of
the length of service required for full
pension benefits, which would have
provided him a lump-surn payment
of just over $200,000 plus full medi-
cal coverage for himself and his wife.
It's the medical coverage he really
misses, which Mr. Kaforski said he
thinks is the greatest loss for down-
sized workers in their 40s or 50s.

"Dollars don't mean a whole lot

today, but the medical (coverage)
does," he said.

With the change his group pro-
poses, a worker in his situation
would receive a prorated distribution
of the full pension benefit and a sim-
ilar portion of the medical coverage
offered at full retirement.

Bob Batey, manager of benefit
planning at Ameritech, said, "Amer-
itech really did make every effort it
could to really care for people" in its
downsizing. He noted, too, that Mr.
Kaforski's benefits enhancement had

"at least a doubling effect" on his
vested pension.

Mr. Batey acknowledged that Mr.
Kaforski fell short of qualifying for
the full retiree medical benefit, but
stressed that he fell short even after

addjng the two years to age and ser-
vice that Ameritech credited down-

sized workers to see if they qualified
for the full benefits. "It wasn't like

he just missed it by three months, he
missed it by two yeals, three
months," Mr. Batey said. "That's go-
ing to happen any time. You can't
bankrupt the company, and that's
essentially what you're facing."

If federal law were changed to ap-
ply a linear distribution method to
retiree medical benefits, "you'd see a
lot of people getting rid of retiree
medical altogether and just saying,
'You're on Medicare,' " Mr. Batey
said.

While Mr. Kaforski said he has a

mailing list of 1,100 downsized
Ameritech workers, he added that

his group's active membership in-
cludes "probably a couple of hun-
dred I can actually call on to write
letters."

The group is starting to see inter-
est fium workers downsized from

other companies, though, and Amer-
itech Downsized Workem might ex-
pand its membership to include
them, he said,

Once the debate over health care

reform in Congress dies down,
Ameritech Downsized Employees
will begin lobbying for changes in
the federal Employee Retimment In-
come Security Act that would re-
quim linear distribution of benefits,
Mr. Kaforski said. The group would
also seek the inclusion of retiree

medical benefits under ERISA vest-

ing rules.

"We're going to find a (congressio-
nat) sponsor, and that's all we need,"
he said. "And once we get a sponsor,
that's when the hard work begins,
because I'm sure these companies are
going to lobby hard against it."

The group also approached Illinois
State Sen Ed Petka, R-Plainfield,
who said he has asked his staff to

determine if there is "any federal
pre-emption that might apply here"
and, if not, to "offer suggestions as to
any language we might use to go for-
ward with linear distribution."

Paul Perry, a partner in the Hu-
man Resource Advisory Group of
Coopers & Lybrand in Minneapolis,
said attempts to achieve a linear
benefit distnbution on a statewide

level likely would be pre-empted by
ERISA

'«Iypically, if it relates to the re-
time medical plans or the pension
plans, unless there's some sort of fed-

eral provision which permits it, it
would be pre-empted," he said.

Mr. Perry noted the existing fed-
eral rules that govern pension bene-
fits and retiree medical benefits "am

pretty significantly different"
Essentially, retiree medical cover-

age is not subject to the same vesting
and accrual requirements as pen-
sions.

Pension rules prohibit employers
from "backloading benefits/' or vest-
ing an employee at $1 per year, for
example, and then providing a
$100,000 benefit after 30 years, Mr.
Perry said. However, actuarial con-
cerns in the rules do allow for a sig-
nificant drop-off in the vested pen-
sion benefit if the employee falls far
short of full retirement.

"(Pension) benefits are prorated, so
to speak, but it's not linear," said Joe
Walshe, a partner in Coopers & Ly-
brand's Human Resource Advisory
Group in Washington. "There are ac-
tuarial reductions in what the bene=

fit itself is at any given point in
time." For example, assuming a 30-
year time frame for full retirement,
the actuarial reduction for leaving 15
years early may well be more than
50% of the total benefit, he noted.

Given the extent of that actuarial

fall-off, a linear distribution method
would sharply drive up employers'
benefit costs.

"If they are talking about having
some sort of linear acerual, obviously
that would be a great cost to em-
ployers and would cause them to re-
think how they offer some of these
benefits," Mr. Perry said.

But, as health care reform fades on
Capitol Hill, the stage may be set for
Washington's focus to switch to re-
tirement income security, said Mr.
Walshe, noting that the concept of
linear distribution might find some
receptive ears.

"I think we are on the verge of a
very major debate in this area that
will take place next year," he said.

6-f. 4
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Linear benefit distribution might be
"way ahead" of where members of
Congress are on the retirement secu-
rity issue today, he said, but "it
would make sense that this may well
surface during that discussion.'

If such a meastire were uliimately
adopted, it could accelerate the trend
of companies moving away frcm de»
fined benefit plans and toward de-
fined contribution programs.

" If you take the employer-pro-
vided pension system, which is al-
ready somewhat of an endangered
system, and you pu. more pressure
on employers and say, 'Your costs
are going to go up because 03 these
changes,' how many of them are go-
ing to say, 'All right, that's it, we're
not doing this anymore?' " Mr.
Walshe said.

Lynn Dudley, director of retire-
ment policy for the Assn. of Private
Pension & Welfare Plans in Wash-

ington, noted that typically the pen-
sion plan sponsors that form her

group's membership offer enhanced
benefits to downsized workers.

"My experience has been, if any-
thing, we have had to seek exemp-
tions to the discrimination law to al-

low greater benefits to people who
have been downsized," she said.

Pension non-discrimination laws

prohibit employers from unfairly fa-
voring highly paid employees.

Still, a federal law requiring a lin-
ear distribution would surely have
negative fallout in the form of in-
ereased benefit costs, Ms. Dudley
said. Companies accustomed to using
retirement benefits to attract work-

ers in a competitive labor market
would likely be forced to reduce the
benefits they offer, she said.

And Mr. Walshe noted that it's dif-

ficult to make such a change without
considering the big picture.

"You can't just say, 'This is going
to be good for people who are down-
sized.' You have to say, 'What is the
impact on those who remainT" Igi

4
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Benefit claim against GM denied
Suit filed too late, under wrong ERISA provision: Court

By DAVE LENCKUS

CHICAGO-A General Mctors

Corp. worker who claims GM vio-
lated federal benefits law when it

did not pay him supplemental lay-
off benefits and later delayed in
recalling him cannot recover the
benefits for several reasons, a fed-
eral appeals court says.

The worker waited too long to
file suit and sought protection un-
der an inappropriate provision of
the Employee Retirement Income
Security Act of 1974 to recover
the supplemental layoff benefits,
a panel of the 7th U.S. Circuit
Court of Appeals unanimously
ruled on Sept. 7.

The court also ruled there is no

1

i

proof that GM deliberately al-
tered the man's work record so it

could improperly recall other
workers ahead of him, a charge
that was not time-barred because

the recalls began years later.
The decision affirmed a district

court ruling.
The worker's attorney said his

case was hindered by the lack of a
clearly stated statute of limita-
lions in such Litigation in the 7th
Circuit, which consists of Illinois,
Indiana and Wisconsin. The dis-

trict and appellate courts first es-
tablished a five-year statute of
limitations in this case.

ERISA does not contain a stat-

ute of limitations for filing claims,
so federal courts must impose the

time limit that applies under what
it considers the most appropriate
state law.

In addition, the worker's attor-
ney said, only after that statute of
limitations had expired did the
worker discover information that

clearly showed he was entitled to
the benefits.

The attorney, Jerry L. Lambert,
a partner with Stinespring, Lam-
bert & Associates in Flossmoor,
Ill., is not sure whether his client
will drop the case, seek a rehear-
ing or ask the U.S. Supreme Court
to review the case.

GM laid off the worker, produc-
tion supervisor Edmond C.
Teumer, as well as others from its

Electro Motive Division 207 plant

in Chicago in May 1986 as part of
what the company called a "plant
consolidation."

At that time, GM offered sup-
plemental layoff benefits under its
Income Protection Plan to all

laid-off salaried workers with 15

years or more of service. The same
additional benefits were available

to workers with at least 10 years'
experience if their layoffs were
due to plant closings.

GM would not pay Mr. Teumer
the IPP benefits because he had 14

years and nine months of service
and because his layoff was due to
a plant consolidation, not a plant
closing.

Mr. Teumer, who was recalled
to temporary positions at GM
plants in 1989 and 1991 and to a
permanent production supervi-
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Many years ago, our engineers
provided meticulously detailed

isometric drawings of our insureds'

property. Protecting an organization

requires commitment and a "hands-

on" approach to loss prevention

engineering. Protection Mutual's

focus on service provides insureds
with a value not found in an ordi-

nary insurance contract.

Although facility plans are now

generated by computers, Protection

Mutual continues to provide a per-

sonal approach to loss prevention

engineering. Our loss prevention

engineers inspect facilities, offer

practical advice and help many of

the world's leading organizations

protect their assets.

It comes down to one word.

Protection.

With physical and financial

protection, we will secure the

future of your business.
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Part of the Factory Mutual System

300 South Northwest Highway

Park Ridge, Illinois 60068 708.825.44

son, position in September 1991,
filed suit in March 1992-nearly
six years after GM initially laid
him off.

He charged that because of a
deletion of some work experience
from his work record, GM im-

properly laid him off ahead of
other workers and improperly re-
called other workers ahead of

him.

Those actions, he charged, vio-
lated Section 510 of ERISA,
which prohibits employers from
changing employees' employment
status to prevent them from ob-
taining their rights to benefits.

He also charged that GM inten-
tionally mischaracterized the
cause of the 1986 layoffs as a
plant consolidation rather than a
plant closing to deny workers the
IPP benefits. Mr. Teumer said the

LPP benefits would have entitled

him to more than 50% of his sal-

ary during subsequent layoffs as
well as a continuation of his

health care benefits.

A federal district court last year
granted summary judgment for
GM, ruling that Mr. Teumer belat-
edly filed his claim that he was
improperly laid off.

In affirming the lower court's
decision, the 7th Circuit agreed
that Illinois' five-year statute of
limitations for retaliatory dis-
charge claims applied to the case.

The court had considered apply-

Judge Flaum notes
that theplaintm began
to suspect wrongdoing

by GM 21A years
before ming suit

ing Illinois contract law in the
case because benefit plans are
contracts between employers and
employees and because of the
good faith and fair-dealing doc-
trines in contract law. That would

have given Mr. Teumer 10 years to
file his claim.

But in an opinion written by
Judge Joel M. Flaum, the court re-
jected that notion. Judge Flaum
explained that the element of Illi-
nois' retaliatory discharge tort
law dealing with employers' inter-
ference with employees' rights to
benefits "clearly bears a closer
family resemblance to the Section
510 right" than does contract law.

Judge Flaum also noted that Mr.
Teumer began to suspect wrong-
doing by GM 21/2 years before fil-
ing suit, when he discovered the
errors in his work record that

could have affected his layoff pri-
ority. Mr. Teumer's delay in filing
suit after making that discovery
was unreasonable, according to
the appeals court.

But, "Nobody knew it was a
five-year statute," said Mr. Lam-
bert, the plaintiff's attorney. "You
don't file a case until you know
it's well grounded, because Rule
11 says you can't," he said, refer-
ring to the federal rules of civil
procedure.

He also noted that he did not

discover until last year a written
GM policy to supervisors on IPP
benefits that described the cause

of the 1986 workforce reduction

as a plant closing rather than a
plant consolidation.

Mr. Teumer initially charged in
his complaint that GM violated
Section 510 of ERISA by improp-
erly characterizing his plant's
closing as a plant consolidation to
deny workers IPP benefits.

But, on appeal, he characterized
the charge as a violation of Sec-
tion 502, which provides employ-

Continued on next page
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GM ruling
Continued from previous page
ees a remedy when they do not re-
ceive their entitled benefits for

any reason.

Under this allegation, Section
502 would have applied because
Mr. Teumer alleged he was denied
benefits because of how GM cate-

gorized its workforce reduc-
tion-not because of the work-

force reduction itself.

Judge Flaum noted that Mr.
Teumer's case was strong enough
to warrant relief and acknowl-

edged that the court occasionally
has overlooked litigants , „over-

sights" in seeking recovery under
improper legal theories.

However, the plaintiff's briefs
showed he knew better and just
assumed the courts would apply
the proper theory without raising
it himself. "Now is too late to

press this new theory of recov-
ery," Judge Flaum chastised Mr.
Teumer.

Mr. Teumer's claim that GM im-

properly began recalling other
workers ahead of him beginning
in 1989 is not time-barred under

the five-year statute of limita-
tions, the court ruled.

But, he did not prove the errors
in his work record were made to

deny him the IPP benefits or to af-
feet his layoff and recall priority
status, the court found. The GM
official responsible for the error
did not know how it would affect

Mr. Teumer's recall status, and
Mr. Teumer's record was the only
one altered, according to the
court.

GM's attorneys would not com-
ment on the case.

Edmond C. Teumer us. General

Motors Corp., 7th U.S. Circuit
Court of Appeals; No. 94-1085.
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Make prioritizing waste sites
due for cleanup a priority: NRC

By MARK A. HOFMANN

WASHINGTON-The federal

government should develop a uni-
form way to assess which hazard-
ous waste sites around the coun-

try need to be cleaned up first,
says the National Research Coun-
Cil.

"The enormous costs of environ-

mental remediation certainly jus-
tify the development of an objec-
tive, replicable and equitable pri-
ority-setting process that is fully
open to public scrutiny," say the
authors of a new NRC report. "At
the present time, there is no con-
sistent relationship between the
hazard present at a site and the

The choice of eight of the top ten
publicly traded US. companies.
The choice of four of the top five
European companies.
The choice of nine out of ten of

the top 100 companies in the UK.

process by which the different
agencies screen and evaluate a
site for remediation."

The study, "Ranking Hazardous
Waste Sites for Remedial Action,"
was released last week by the
NRC's Committee on Remedial

Action Priorities for Hazardous

Waste Sites.

The council consists of the Na-

tional Academy of Sciences, the
National Academy of Engineering
and the Institute of Medicine, all

in Washington.
"Vast resources will be allo-

cated for hazardous waste site re-

mediation throughout the 1990s
and beyond. If the United States

is ever to adopt a uniform na-

Coopers & Lybrand's human resource advisory services extend to millions of employees at
thousands of companies worldwide. More and more leading companies both in the U.S. and
around the world are turning to us for advice.

Why? Perhaps because of the advantages of our global network of member firms, the quality
of our advice, or simply the breadth and depth of our experience.

Whatever, there is only one way to find out how our services can help you Call Reed Keller,
Vice Chairman, at 1-800-232-2717, or write to Coopers & Lybrand, Human Resource Advisory
Group, 1251 Avenue of fhe Americas, New York, NY 10020.

Not just knowledge. Know howM

tional scientific and decision-

making process, it makes sense to
do it soon," the authors say.

They note that a variety of fed-
eral and state agencies have juris-
diction overhazardous waste

sites, even some of those on the
Environmental Protection Agen-
cy's Superfund national priorities
list. Different agencies, such as
the Energy and Defense depart-
ments as well as the EPA, use dif-
ferent systems to rank sites for
cleanup.

An examination by the NRC
study of how the different ranking
systems would treat five actual
waste sites showed that the agen-
cies would disagree on which
posed the greatest risk.

What's more, even the ranking
systems that do exist do not set
priorities in a way that is "ex-
plicit, clear, well-documented and
open to scientific and public scru-
tiny," said the report. "Ap-
proaches to priority setting are
not always consistent even within
a given agency, and there is no
consolidated priority-setting pro-
cess for sites at the national

level."

The report calls for the federal
government to "consider the de-
velopment of a unified national
process of scientific hazardous
waste site analysis to replace the
current multiple approaches."

The authors suggested three
main goals that the new system
should achieve:

• The first is increasing consul-
tation and cooperation among the
agencies. An interagency task
force should determine how the

different entities can share infor-

mation, expertise, quality control
and other assets.

• The second goal is promoting
scientific consistency.

"This would require that each
site be subjected to the same sci-
entific protocols for evaluating
health and safety, environmental
impact, and economic costs and
benefits," the authors of the re-
port wrote.
• The third goal, which comple-

ments the second, is establishing
decision-making consistency.

"All agencies would apply the
same decision-making protocols
to every site. Priority-setting deci-
sions would not be influenced by
which agency was responsible for
the site-solvent spills at a factory
in Illinois would be treated the

same way as solvent spills at a
DOD base in Arizona or a DOE

facility in Ohio."
The authors also recommend a

three-tiered approach to dealing
with sites. First, sites should be
screened to determine whether

and how to clean up the site. The
second step is actually investigat-
ing the site to find out the extent
of contamination, to identify who
and what is affected by the site
and to estimate costs of remedial

action. The third tier "would com-

bine the ranking risks and the es-
timated costs of remediation al-

ternatives to determine what sites

to address first and what levels of

control to pursue," the authors
wrote.

Single copies of "Ranking Haz-
ardous Waste Sites for Remedial
Action" cost $30 plus $4 shipping
and postage. For more informa-
tion, contact the National Acad-
emy Press, Lock Box 285, 2102
Constitution Ave., Washington,
D.C. 20055, 1-800-624-6242 or
202-334-3313.
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CWCI compares work comp, group medical treatment costs
By MEG FLETCHER

A new California Workers Com-

pensation Institute study suggests
there may not be any overall sav-
ings in delivering workers com-
pensation medical care through
group medical programs.

Such a proposal-which was
considered as part of health care

reform legislation in the U.S.
House of Representatives-could
extend duration of care and in-

crease disability costs, offsetting
any savings in treatment expenses

offered by group medical care, ac-
cording to the San Francisco-
based CWCI, an insurer trade
group and research organization
(BI, Aug. 8).

AWP laws raise costs,
lower quality: GHAA

By MICHAEL SCHACHNER

Laws that require health main-
tenance organizations to accept
any willing physician or hospital
into their network increase the

cost of medical coverage and de-
tract from quality of care, says a
recent study commissioned by the
Group Health Assn. of America.

Any willing provider laws have
been enacted in 21 states, are be-
ing considered in 19 others and
are the subject of discussion as
part of national health care re-
form.

These laws add as much as

$1,284 annually to the cost of
family coverage, depending on
how many providers choose to
join an HMO, the GHAA's study
asserts.

These so-called AWP laws also

hinder quality by preventing
HMOs from choosing only the
best-qualified doctors for their
networks, the GHAA says. Cur-

AWP laws 'turn back

the clock to a time

when consumers had

no' health plan choice,
says Karen Ignagni.

rently, 85% of HMO physicians
are board certified in their spe-
cialty, compared with 60% of all
physicians nationally, the trade
group and the American Medical
Assn. said.

"HMOs must be allowed to se-

lect doctors that are best suited to

the needs of their members," said

Karen Ignagni, president and
chief executive officer of the
GHAA. "AWP laws lower the

quality of care and increase costs
in HMOs. They turn back the
slock to a time when consumers

had no choice of health plans."
The GHAA study, which was

orepared by Atkinson & Co. Inc,,
-_otes three ways in which AWP
aws can boost costs under an

-IMO:

• The laws increase basic ad-

ninistrative costs because pro-
;ider networks grow beyond an
)ptimum size and economies of
cale are compromized.
• They complicate the task of

eviewing professional standing
nd practice patterns.
• They limit an HMO's ability

o negotiate fee discounts with
octors and hospitals by eliminat-
rg the HMO's bargaining lever-
ge.

In total, AWP mandates could

iciease the cost of providing uni-
ersal coverage by up to $45 bil-
on per year, depending on the
umber of doctors who join
]MOs, the study said.

.

or a free copy of the study, "The

ost Impact of Any Willing Pro-

vider Legislation," call the GHAA
library at 262-778-3268 or faar the
library with mailing information,
202-331-7487.

The study shows that for compa-
rable diagnoses, the cost of indi-
vidual medical procedures aver-
ages about 21% less in workers
compensation than group medical
care.

However, total overall medical

costs are 21% higher for workers
compensation treatment because
of increased frequency of care, in-
cluding more patient visits to doc-
tors.

The study also found that for
comparable diagnoses.

"Thus, merging workers com-
pensation medical care into the
existing group medical model
could extend the duration of treat-

ment and increase disability costs
for work-related injuries," the
CWCI study concluded.

The study also indicated that

workers comp treatment tends to
use more specialists, while group
medical plans use more primary
care physicians, as well as treat-
ment that requires longer recovery

Treatment under group

medical plans lasted

78% longer than under
workers comp, the

CWCI study finds.

periods.
"The results suggest workers

compensation is analogous to
sports medicine, using specialists
and aggressive treatment to get an

injured player back in the game
quickly" said CWCI President Ed-
ward C. Woodward.

"The current group medical sys-
tem appears to place more empha-
sis on cost control and less on re-

covery time," Mr. Woodward ex-
plained.

The conclusions are drawn from

a comparison of 76,612 workers
comp claims and 71,248 group
medical claims in California, with
services provided in 1990 and
1991.

Copies of the report, "Medical
Benefit Delivery-Group Health vs.
Workers' Compensation in Califor-
nia, are available by sending $5
per copy to the CWCI, 120 Mont-
gomery St., San Francisco, Calif.
94104.

Over 21,000 Non.profit
Community Associations Have
Obtained Directors & Officers

Liability Insurance From

lan H.Graham, Inc.
INSURANCE

Administrator

Ian H. Graham, Inc. is a specialist in directors and officers liability

insurance for community associations, condominiums, co-ops, and home-

owners' associations. With its more than 21,000 community association

clients, IHG serves more non-profit community association boards than

any other insurance organization.

IHG is a leader in placing D&0 insurance for non-profit community

association boards for two good reasons: When you work with IHG, you'll

get professional services and fast turnaround on quotes and policies. Because

the program is underwritten by members of the Chubb Group of Insurance

Companies, IHG's clients receive broad coverage, competitive premiums,

and the prompt, equitable claim service that Chubb is famous for.

Call IHG today for more information at 1-800-621-2324. Or write

IHG at 13245 Riverside Drive, Suite 310, RO. Box 6058, Sherman Oaks,

CA 91413.

Cl-luBa
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Datebook SEPT 22-23. Re-Engineering Man- AIG Consultants Inc , $375 Also Nov Foundation of Employee Benefit New York, N Y 10007-2165, 212-
aged Care Customer Service forum in 14-15 in Chicago S Lasky, AIG Con- Plans, P O Box 69, Brookfield, Wis 815-9201
Washington, sponsored by the Insti- sultants Inc 72 Wall St , Ninth Floor, 53008-0069, 414-786-6710, ext 257
tute for International Research, New York, N Y 10270, or Emlly Rine- OCT. 3-5. Catastrophe Exposure Man-
$1,195 Also Oct. 13-14 in Santa Mon- hart, 617-345-6457 SEPT. 26-OCT 14. Understanding agement & Reinsurance seminar in

SEPTEMBER ica, Calif Conference Coordinator, In- Property and Casualty Insurance Hamilton, Bermuda, sponsored by
SEPT 23 Today's OSHA: A Compli- stitute for International Research Inc, SEPT. 26-27. Physician Hospital Or- course in New York, sponsored by the Tillinghast, a Towers Perrin company,
ance Update seminar in Minneapolis, 708 Third Ave, Fourth Floor, New ganizations conference in Palm Beach World Trade Institute, $3,000 Vincent $800 for Bermuda residents, $900 for I
sponsored by the American Manage- York, N Y 10017, 1-800-345-8016 or Gardens, Fla, sponsored by Confer- Seglior, Director of International non-Bermuda residents Eileen Wroe, 1
ment Assn, $159 Also Sept 29 in 212-661-8740 ence Development Inc, $1,395 Regis- Training, World Trade Institute, 1 Conference Director, Towers Perrin,
Chicago KEYE Productivity Center, trar, Conference Development Inc, World Trade Center, 55W, New York, 100 Summit Lake Drive, Valhalla,
American Management Assn , PO SEPT. 25-27 CPCU Society Annual 1000 Winter St , Suite 4000, Waltham, NY 10048, 2 12-435-3175 N Y 10595, 914-745-4611

Box 27-480, Kansas City, Mo 64180, Meeting in Chicago, $350 for CPCU Mass 02154, 1-800-872-0094
1-800-821-3919 or 913-345-2140 Society members only CPCU Society, SEPT. 27. Town Hall Meeting on OCT 4-7. Fourth Asia-Pacific Risk i

720 Providence Road, P O Box 3009, SEPT. 26-27 Ohio HMO Assn. 1994 Health Care Reform in Chicago, spon- Management Conference i n Sin-
SEPT 21 Human Resource Law Sym- Malvern, Pa 19355-0709, 610-251- Annual Conference and Trade Show sored by the Chicago Chapter of the gapore, sponsored by the Interna-
posium in Skokie, Ill, sponsored by 2728 in Columbus, Ohio, $295 for OHMOA International Society of Certified Em- tional Federation of Risk & Insurance
the Illinois Chamber of Commerce, members,$350 for non -members ployee Benefit Speciallsts, $25 for IS- Management Assns , RIMA of Sin-
$ 145 for Chamber members, $195 for SEPT 26-27. The Eighth Annual Na- Ohio HMO Assn, 471 E Broad St , CEBS members, $35 for non-mem- gapore and Asia Insurance Review,
non-members The Illinois Chamber, tional Congress on Defined Contribu- Suite 1301, Columbus, Ohio 43215, 1- bers Constance Karduck, Chicago $1,550 Singapore for RIMAS mem-
311 S Wacker Drive, Suite 1500, Chi- tion Plans in New Orleans, sponsored 800-233-1234 or 614-228-4662 Chapter ISCEBS, c/o Alumm Ser- bers, $1,650 Singapore for non-mem-
cago, Ill 60606-6619, 1-800-621-4220 by the Institute for International Re- vices, P O Box 350, Kenilworth, Ill bers Conference Secretariat, IIR Pte ,
or 312-983-7100 search, $1,195 Conference Admims- SEPT. 26-28. Outcomes in the New 60043-0350, 312-822-6803 or 708- Ltd , Suite 08-03, Golden Wall Centre,

trator, Institute for International Re- Health Care Environment: Measuring, 256-4422 89 Short St , Singapore 0718, 65-338-
SEPT 21-22. Nuclear Insurance Cov- search, 708 Third Ave, Fourth Floor, Managing & Applying the Results 3521

erage and Current Issues seminar in New York, N Y 10017-4103, 1-800- conference in Chicago, sponsored by SEPT 27-28 Advanced Risk Manage-
Atlanta, sponsored by Johnson & Hig- 345-8016 or 212-661-8740 the Institute for International Re- ment Analysis course in Orlando, Fla , OCT 5. Motor Truck Cargo seminar in
gins, no charge Steve Kempsey, Nu- search, $1,195 Conference Adminis- sponsored by the Risk & Insurance Hartford, Conn, sponsored by the In-

clear Insurance Consultant, Johnson SEPT 26-27. 1994 Electronic Health trator, Institute for International Re- Management Society, $700 for RIMS land Marine Underwriters Assn, $85 
& Higgins, 125 Broad St, New York, Records Conference in Denver, spon- search Inc , 708 Third Ave, Fourth members, $800 for non-members Risk Also Oct 19 in New York, $125
NY 10004-2424,212-574-7970 sored by Faulkner & Gray Inc , $695 Floor, New York, N Y 10017-4103, 1- & Insurance Management Society Tracey O'Donnell, Inland Marine Un-

Electronic Health Records Confer- 800-345-8016 or 212-661-8740 Inc, Education Department, 205 E derwriters Assn, 111 Broadway, New
SEPT 21-23. Captive Insurance Con- ence, 11 Penn Plaza, New York, N Y 42nd St , New York, N Y 10017, 212- York, N Y 10006, 212-732-3451 1ference on Grand Cayman, BWI, 10001, 1-800-535-8403 SEPT 26-28. The Managed Health 286-9292
sponsored by the Cayman Insurance Care Congress Northeast in New OCT. 5-7. Claims Management course
Managers' Assn , $750 Conference SEPT 26-27 Target Marketing Strat- York, sponsored by the National Man- SEPT 27-28 Introduction to Insur- in New York, sponsored by the Risk &
Coordinator, Cayman Insurance Man- egies for Managed Care Payers con- aged Health Care Congress $1,195 ance Regulation seminar in Chicago, Insurance Management Society, $700
agers' Assn, Fourth Floor, Butterfield ference in Washington, sponsored by Northeast Managed Health Care Con- sponsored by the Alliance of Amen- for RIMS members, $800 for non- ]

House, P O Box 1051, Grand Cayman, the Institute for International Re- gress, 1000 Winter St, Suite 4000, can Insurers, $350 for Alliance mem- members Risk & Insurance Manage- 1
BWI search, $1,195 Conference Adminis- Waltham, Mass 02154, 617-487-6700 bers, $425 for non-members Angela ment Society Inc, Education Depart-

trator, Institute for International Re- Starnes, Alliance of American Insur- ment, 205 E 42nd St , New York, N Y
SEPT 22-23. ADR for the Defense search, 708 Third Ave, Fourth Floor, SEPT 26-30 The Fundamentals of ers, 1501 Woodfield Road, Suite 400 10017, 212-286-9292
seminar in Chicago, sponsored by the New York, N Y 10017-4103, 1-800- Money Management Workshop in West, Schaumburg, Ill 60173-4980,
Defense Research Institute, $475 for 345-8016 or 212-661-8740 Philadelphia, sponsored by the Inter- 708-330-8670 OCT. 5-8. Self-Insurance Institute of

DRI members, $525 for non-members national Foundation of Employee America's 14th Annual National Edu-

Defense Research Institute, 750 N SEPT. 26-27. Continuous Quality Im- Benefit Plans, $1,770 for IFEBP mem- SEPT. 28-30. Disease Management cational Conference and Expo in Chi-
Lake Shore Drive, Suite 500, Chicago, provement in Psychiatric Services bers, $1,895 for non-members Regis- Programs for Pharmaceutical Manu- cago, $695 for SIIA members, $995 for
Ill 60611, 312-944-0575 workshop in Boston, sponsored by the trations Department, International facturers and Pharmacy Benefit Man- non-members SIIA, P 0 Box 15466,

agers seminar in Princeton, NJ, Santa Ana, Calif 92705, 7 14-261-
sponsored by Global Business Re- 2553
search, $1,195 Conference Adminis-
trator, Global Business Research, 151 OCT 6-7 Securities Litigation con-
W 19th St, Eighth Floor, New York, ference in New York, sponsored by the
N Y 10011, 212-645-4226 Practising Law Institute, $695 Also

Oct 24-25 in San Francisco Practis-

SEPT. 29-30. Second Barbados Infor- ing Law Institute, 810 Seventh Ave,
mation Services Conference in New New York, N Y 10019, 212-765-5710
York, sponsored by the Barbados In-
vestment & Development Corp , $495 OCT 6-7 23rd Symposium on Direc-
John Mills, Business Development Of- tors & Officers Liability in Dallas, 1
ficer, Barbados Investment & Devel- sponsored by The Wyatt Co , $795 ,
opment Corp, 800 Second Ave, New Mary Maze, The Wyatt Co, 303 W

psifi I
York, N Y 10017, 212-867-6420 Madison, Suite 2400, Chicago, Ill

60606,312-704-2483
SEPT. 29-30. Business Process Rede-

sign & Enabling Technologies for OCT. 7. The Future of the Risk Man-
Property/Casualty Marketing & Dis- ager conference in San Francisco,

Star I f
tribution conference in Chicago, spon- sponsored by the Golden Gate Chap-
sored by the Institute for Interna- ter of the Risk & Insurance Manage-
tional Research, $1,095 Conference ment Society Inc , $70 Cynthia
Administrator, Institute for Interna- Sharpe, GATX Capital Corp, 4 Em-
t-onal Research, 708 Third Ave , barcadero Center, Suite 2200, San
Fourth Floor, New York, N Y 10017- Francisco, Calif 94111, or call Jane
4103, 1-800-345-8016 or 212-661- Keegan at 510-272-1535 or Bob Dyer '
8740 at 415-565-1854

SEPT. 29-30. Managed Care Phar- OCT 9-11. Alliance of American In-
macy Contracting conference in Or- surers Annual Marketing and Com-
lando, Fla, sponsored by Interna- munication Management Conference
tional Business Communications, in Atlanta, $430 for Alliance mem-
$1,095 IBC USA Conferences Inc , bers, $550 for non-members Sue
225 Turnpike Road, Southborough, Chnstiansen, Alliance of American
Mass 01772-1749, 508-481-6400 Insurers, 1501 Woodfield Road, Suite

AM. Best Rating:
400 West, Schaumburg, Ill 60173-

SEPT 29-30 Reacting to Reform con- 4980, 708-330-8595
ference in Washington, sponsored by

A (Fxcellent) Class VIII
the National Employee Benefits Insti- OCT. 11 CPCU Society of New Yorki
tute, $125 for NEBI members, $200 for 49th Annual Conferment luncheon for j
non-members National Employee in New York, $60 CPCU Society of i
Benefits Institute, 601 Pennsylvama New York, 914-699-2020
Ave NW, Suite 750 North, Washing-
ton, D C 20004-2612, 800-558-7258 OCT 11-12. Analyzing Property/Ca-1

P & C Treaty Fidelity & Surety sualty Insurance Company Financial
SEPT. 29-30. Insurance Fraud and Statements seminar in New York,T

Specialty Treaty Division Fidelity & Surety Division Suspicious Claims seminar in Boston, sponsored by The College of Insur-
sponsored by Defense Research Insti- ance, $525 The College of Insurance,8

Standard Treaty Division 1901 North Roselle Rd tute, $445 for DRI members, $495 for 101 Murray St, New York,NY;
100 Campus Drive Schaumburg, IL 60195 non-members Defense Research In- 10007-2165, 212-815-9201
Florham Park, NJ 07932 (708) 882-6644 stitute Inc , 750 N Lake Shore Drive, 1
(201) 301-8000 Suite 500, Chicago, Ill 60611, 312- OCT. 11 -14. Methods and Tools fot

944-0575 Quality Improvement course in Min

Casualty Facultative neapolis, sponsored by the Institut;
SEPT. 29-OCT 1 National Assn. of for Healthcare Improvement, $1,600
Prepaid Dental Plans Sixth Annual Institute for Healthcare Improvement

Facultative ReSources, Inc Atlanta Branch Chicago Branch Conference in Scottsdale, Anz, $495 1 Exeter Plaza, Ninth Floor, Boston
1 Canterbury Green 6 Concourse Parkway 1901 North Roselle Rd for NAPDP members, $795 for non- Mass 02116, 617-424-4800
Stamford, CT 06901 Atlanta, GA 30328 Schaumburg, IL 60195 members National Assn of Prepaid

(203) 961 -1515 (404) 396-2515 (708) 884-1960 Dental Plans, 5001 LBJ Freeway, OCT. 12. Planning Ahead: The Insur
Suite 375, Dallas, Texas 75244, 214- ance Marketplace 1995-1996 semina
458-6998 in New York, sponsored by Willis Cor

roon Corp , no charge Debbq
OCTOBER Ciaburri, Administrative Assistan

OCT 3-4. New Trends in Structured Willis Corroon Corp of New York, 1
/ Notes conference m Chicago, spon- Hanover Square, New York, N J

sored by Executive Enterprises, 10004-2594, 212-837-0661

StarC
Signet Star Reinsurance Company $1,195 Executive Enterprises Inc , 22

W 21st St, New York, N Y 10010- OCT 12.10th Annual Health Cal
6990,1-800-831-8333 University & Exposition in Wheelini

Signet Star Reinsurance Co and Facultative ReSources, Inc are Ill, sponsored by the Chicago ,
wholly owned subsidiaries of Signet Star Holdings, Inc OCT. 3-4. Advanced Reinsurance sem- Northeastern Illinois Assn of Healt

mar in New York, sponsored by The Underwriters, $50 Contact Sco
College of Insurance, $595 The Col- Shalek, 708-587-6966
lege of Insurance, 101 Murray St, Continued on page<
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f y©-uve ever ta][Ked i©
an insurance companh you ]know wkyweve ma]le some sir-u©tural ©1anges.

Monolith. Unfeeling giant. Big
bureaucratic nightmare. Insurance com-

panics have been called all kinds of names.
With good reason. Their structures tend to
have everything to do with their bureau-
cracies and very little to do with you.

But that's not the case at Continental
Risk Management Services.

Our new customer-focused structure

(the industry's first) puts you at the center
of a team of specialists who are dedicated

Figure A: a brick wall.

to your business. Claims, loss control,
account management. systems and under-
writing are united under one roof, which
produces constant communication among
each of the disciplines and you. Which
produces deeper knowledge of your busi-
ness. Which enables us to identify claim
trends. Catch fraud and mistakes. Elim-

inate waste. And streamline processes.

r 6 *fo:.S:=Y...5

..let-,

Most importantly, it helps us prevent
accidents and find ways to reduce insur-

ance and loss costs as well as frustration.

For additional information about

Continental Risk Management Services,
write E. Randall Clouser, President, at 180
Maiden Lane, NY, NY 10038. Or call us at
212-440-7230. And talk to an insurance

company that will actually listen to you.

Continental
* Risk Management®

©1994 Continental Risk Management Sen,icese
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Want pest contt)1
rnverage you can count on7

Call Bryan.
Or Brendan.

The last thing you want is
short-term solutions to long-
term needs for pest control
liability insurance.

The Brownyards are com-
mitted to providing a market
for those coverages through
hard and soft markets alike-

just as they've done for the
security guard industry for
nearly 40 years.

Whether it's pest control,
security guard or country
club coverage, you can count
on the Brownyards year after
year. Because-like you-
they're in business for the
long haul. Talk to the

Bmwnyards

THE BROWNYARD
\ GROUP
21 Maple Avenue, CN9175

Bay Shore, New York 11706-9175
(800) 645-5820 • In NY: (516) 666-5050 • FAX: (516) 666-5723

Datebook

Continued from page 38
OCT. 12-14. Twenty-Fourth Interna-
tional Insurance & Risk Management
Conference in London, sponsored by
Management Centre Europe; 90,000
Belgian francs ($2,841) for members of
the American Management Assn./In-
ternational, 100,000 Belgian francs
($3,137) for non-members, 80,000 Bel-
gian francs ($2,526) for corporate risk
managers. The Accounts Department,
Management Centre Europe, rue Car-
oly 15, B-1040 Brussels, Belgium;
32-2-5161911.

OCT. 12-14. Quality and the Risk
Management Process seminar in At-
lanta, sponsored by the Risk & Insur-
ance Management Society Inc, $700
for RIMS members, $800 for non-
members. Contact the Risk & Insur-

ance Management Society Inc., 205 E.
42nd St., New York, N.Y. 10017; 212-
286-9292.

OCT. 12-15. Eighth International Re-

Is Your
Insurance Broker

Behind Your

Company 100%?

Or inFront
of It 100%?

It's your responsibility to pilot your company

through a world of risk. So would you rather

have a backseat driver or a navigator as

your risk advisor and insurance broker?

Navigate. That's what we do best

at Sedgwick. And we do it by systemati-

cally appraising and understanding our

client's business and the world in

which they operate. This gives us

the ability to keep them abreast

ah
VV

of new and constantly changing risks. And allows

us to respond quickly with solutions and services

designed to meet their specific needs.

We believe the only way to help you

effectively manage your company's risk

is for our people to give 100% up

front. To learn more about Sedgwick

responsiveness, please contact

our chairman, Quill Healey, at

(212) 830-1001.Sedgwick
Use the Pozoer of our People.

Insurance Broking Risk Management Employee Benefits

insurance Congress in Hamilton, Ber-
muda, sponsored by Coopers & Ly-
brand and Hawksmere; $995. Hawks-
mere P.L.C., 12-18 Grosvenor Gar-
dens, London SW1W ODH; 071-824-
8257.

OCT. 13-14. Advanced Healthcare

Capitation & Risk Sharing conference
in Boston, sponsored by the Institute
for International Research; $1,295.
Also Oct. 24-25 in San Francisco.

Conference Administrator, Institute
for International Research, 708 Third
Ave., Fourth Floor, New ,York, N.Y.
10017; 1-800-345-8016 or 212-661-
8740.

OCT. 14-15. American Managed Care
& Review Assn. Quality and Utiliza-
tion Management Conference in At-
lanta; $575 for AMCRA members,
$675 for non-members. Marhea Per-
kins, AMCRA, 1200 19th St. N.W.,

Suite 200, Washington, D.C. 20036;
202-728-0506.

OCT. 16-19. American Managed Care 
& Review Assn. 1994 Annual Managed

Care Conference in Atlanta; $700 for 11
AMCRA members, $800 non-mem- 1 6
bers. Marhea Perkins, AMCRA, 1200 <1 
19th St. N.W., Suite 200, Washington, */,
D.C. 20036; 202-728-0506.

OCT. 13-14. Disaster Planning and
Preparedness Workshop in Norwood,
Mass., sponsored by Factory Mutual
Engineering & Research; $495. Also
Dec. 8-9 in Santa Clara, Calif., and
Dec. 12-13 in Los Angeles. Factory
Mutual Engineering & Research, ,
Training Resource Center, Training
Department Enrollments, P.O. Box 1
9102, Norwood, Mass. 02062; 617- 1
255-4606. '

OCT. 14. Earthquake Probable Maxi-
mum Loss seminar in Atlanta, spon-
sored by the Inland Marine Under-
writers Assn.'s Southeast Advisory
Committee; $55 for IMUA members,
$65 for non-members. Louis D. Tal-
madge, American Reinsurance Co.,
404-231-3628.

OCT. 14. Philly I-Lay in Philadelphia;
$50. Philly I-Day, An Insurance and
Risk Management Experience, P.O.
Box 1499, 456 Public Ledger Building,
Philadelphia, Pa. 19105-1499; or con-
tact James LaPlante, 610-371-7644.

OCT. 16-18. Public Risk Management
Assn. Eastern Miniconference in

Asheville, N.C.; $175 for PRIMA mem-
bers, $225 for non-members. Lynne
Armstrong, PRIMA, 1117 N. 19th St.,
Suite 900, Arlington, Va. 22209; 703-
528-7701.

OCT. 16-19. Medical Case Manage-
ment Conference VI in San Diego,
sponsored by the Individual Case
Management Assn.; $385 for ICMA
members, $440 for non-members.
ICMA, 10809 Executive Center Drive,
Suite 105, Little Rock, Ark. 72211;
501-227-5553.

OCT. 17. Benchmarking: A Concept
for the '9Os seminar in Dallas, spon-
sored by the Dallas-Fort Worth Chap-
ter of the Risk & Insurance Manage-
ment Society Inc.; $75 for RIMS mem-
bers, $135 for non-members. Contact
Ruth Roberson, Rexene Corp., 50OE
LBJ Freeway, Dallas, Texas 75244
214-450-9082.

OCT. 17-19. Fundamentals of Insur

ance course in Charlotte, N.C., spon
sored by the Risk & Insurance Man
agement Society; $650 for RIMS mem
bers, $750 for non-members. Als,
Dec. 12-14 in Denver. Risk & Insur

ance Management Society Inc., Edu
cation Department, 205 E. 42nd St
New York, N.Y. 10017; 212-286-9292.

OCT. 17-21. The Essentials of Multi

employer Trust Fund Administratio
seminar in Brookfield, Wis., spor
sored by the International Foundatio
of Employee Benefit Plans; $1,125 fc
IFEBP members, $1,250 for non-men
bers. Registrations Department, Intei
national Foundation of Employe
Benefit Plans, P.O. Box 69, Brool
field, Wis. 53008-0069; 414-786-671
ext. 257.

OCT. 18. Doing Business in the Pacif
Rim: Emerging Markets seminar
San Francisco, sponsored by the I!
ternational Foundation of Employ,
Benefit Plans; $145. Also Oct. 20
New York. Registrations Departmer
International Foundation of Employ
Benefit Plans, P.O. Box 69, Broo
field, Wis. 53008-0069; 414-786-671
ext. 257.

Continued on page
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ONLY THROUGH

STABILITY
CAN ONE

GAIN CREDIBILITY.

In our business, credibility is achieved tim)ugb

consistency and financial streng: b.

It's a combination tbat's worked for ws for 52 years.

*
SAFETY NATIONAL CASUALTY CORPORATION

Specialists in excess workers' compensation for public entity and private industry

( Call 314/862-4500 

i

A

Datebook

Continued from page 40
OCT. 18-22. Understanding Property-
Liability Contracts seminar in New
York, sponsored by The College of In-
surance; $900. Also Dec. 13-17 in New
York. The College of Insurance, 101
Murray St, New York, N.Y. 10007-
2165; 212-815-9201.

OCT. 19-21. Second Annual Business

Insurance Workers Compensation Con-
ference in San Diego; $595 for risk, ben-
efit or safety managers; $795 for service
providers. Contact IBF/International
Business Forum, 7 Penn Plaza, Suite
901, New York, N.Y. 10001; 212-279-
2525.

OCT. 19-21. International Risk and In-

surance Strategies course in Nashville,
Tenn., sponsored by the Risk & Insur-
ance Management Society; $800 for
RIMS members, $900 for non-members.
Risk & Insurance Management Society
Inc.,205 E. 42nd St., New York, N.Y.
10017; 212-286-9292.

DD

When they need inland marine,
property or ocean marine cover-

ages, they tum to the leader Wm. H
McGee & Co.

THEIR SECRET WEAPON

Agents and brokers know that in the

big leagues you don't win accounts with
standard solutions. You need creativity, Jled-
bility and the willingness and ability to Jind

. a better way. That's why, when the pressure's
'on, they rely on us.

SOLUTIONS THAT WIN ACCOUNTS

We're not all things to all people. We spe-

cialize in inland marine, property and ocean
marine. As a result, we do them well. A fact

agents and brokers and their clients quickly
attest to when they see the kind Of thinking
we bring to an account.

A PROVEN TRACK RECORD

We've been providing the country's top
agents and brokers and their clients with
winning solutions since 1887. But you don't

have to be a major broker or Fortune 500

company to put our expertise to work for
you. So next dme you need a leg up on the

competition, try a horse of a diferent color.
Call Wm. H. McGee & Co.

WM. H. MaGEE & CO., INC. WORLD WIDE COVERAGE · UNDERWRITING MANAGERS SINCE 1887

CORPORATE HEADQUARTERS

FOUR WORLD TRADE CENTER

NEW YORK, NY 10048

1-800-235-6029

OFFICES IN THE US AND CANADA

CORRESPONDENTS THROUGHOUT THE WORLD

OCT. 19-21. Capitation Rate Setting: An
Actuarial and Financial Workshop in
Chicago, sponsored by Global Business
Research; $1,195. Conference Adminis-
trator, Global Business Research, 151

W. 19th St,, Eighth ]Floor, New York,
N.Y. 10011; 212-645-4226.

OCT. 20-21. Payer-Provider Systems In-
tegration conference in Reston, Va.,
sponsored by the Institute for Interna-
tional Research, $1,195. Conference Ad-
ministrator, Institute for International

Research, 708 Third Ave., Fourth Floor,
New York, N.Y. 10017-4103; 1-800-
345-8016 or 212-661-8740.

OCT. 24-25. Emerging Markets confer-
ence in New York, sponsored by the Fi-
nancial Advisory Council; $1,195. Fi-
nancial Advisory Council, 1-800-882-
8624.

OCT. 24-26. National Human Resources

Information Technology Exposition &
Conference in San Jose, sponsored by
Blenheim NDN Inc.; $725. HA/IRS/
EXPO 94, Registration Department, 444
Castro St., Suite 1101, Mount View, Ca-
Mf. 94041; 1-800-232-3976 or 415-966-
8440.

OCT. 26-28. Techniques of Risk Control
course in Scottsdale, Ariz., sponsored by
the Risk & Insurance Management Soci-
ety; $650 for RIMS members, $750 for
non-members. Risk & Insurance Man-

agement Society Inc, Education De-
partment, 205 E. 42nd St., New York,
N.Y. 10017,212-286-9292.

OCT. 30-NOV. 2. National Assn. of In-

dependent Insurers 49th Annual Meet-
ing in Honolulu; $350 for NAII mem-
bers, $450 for non-members. NAn, c/o
Premier Group, P.O. Box 5007, 2550
West GoH Road, Suite 900, Rolling
Meadows, Ill. 60008; 708-427-7260.

OCT. 31. General Liability Coverage for
Construction Exposures seminar in
Washington, sponsored by the Interna-
tional Risk Management Institute; $275.
IRMI, 12222 Merit Drive, Suite 1660,
Dallas, Texas 75251-2217; 800-827-
4242.

OCT. 31. Construction Insurance 101

seminar in Washington, sponsored by
the International Risk Management In-
stitute; $275. International Risk Man-
agement Institute Inc., 12222 Merit
Drive, Suite 1660, Dallas, Texas 75251-
2217; 800-827-4242.

OCT. 31. Contractual Risk Transfer

seminar in Washington, sponsored by
the International Risk Management In-
stitute; $275. International Risk Man-
agement Institute Inc., 12222 Merit
Drive, Suite 1660, Dallas, Texas 75251-
2217; 800-827-4242.

OCT. 31. Making Money with the
Surety Team seminar in Washington,
sponsored by the International Risk
Management Institute; $275. Interna-
tional Risk Management Institute Inc.,
12222 Merit Drive, Suite 1660, Dallas,
Texas 75251-2217; 800-827-4242.

NOVEMBER

NOV. 1. Preventing and Controlling
Fire Losses seminar in Pittsburgh, spon-
sored by Factory Mutual Engineering &
Research; $295. Also Nov. 9 in Balti-
more and Nov. 16 in Norwood, Mass.
Factory Mutual Engineering & Re-
search, Training Resource Center,
Training Department EnroLlments, P.O.
Box 9102, Norwood, Mass. 02062; 617-
255-4606,

NOV. 1. Outsourcing Employee Benefits
seminar in Chicago, sponsored by The
Conference Board; $525 for Conference
Board associates, $650 for non-associ-
ates. Also Nov. 4 in New York and Nov.

8 in San Diego. The Conference Board
Inc., P.O. Box 4026, Church Street Sta-
tion, New York, N.Y. 10261-4026; 212-
339-0345.

NOV. 1-3. The 14th Annual Construc-

tion Insurance Conference in Washing-
ton, sponsored by the International Risk
Management Institute; $650. Interna-
tional Risk Management Institute Inc.,
12222 Merit Drive, Suite 1660, Dallas,
Texas 75251-2217; 800-827-4242.

.

The Datebook is compiled from notices
sent to Business Insurance. Notices

should be sent at least eight weeks in
advance to Datebook, Business Insur-
ance, 740 N. Rush St., Chicago, Ill.
60611-2590. Please include the cost, if
any, to attend the meeting and informa-
tion on registration for interested read-
ers. Business Insurance reserves the

right to select meetings of most interest
to its readers and cannot guarantee that
notices will be printed.
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A learning curve

e

Insurers' interest, support
for college programs

picking up steam
By SARA MARLEY

Pete Hudson would rather not hire someone like himself.
And he might not have to, thanks to growing support for in-
surance curricula at colleges and universities across the na-

tion.

The chairman and president of Monroe Guaranty In-
surance Co. came to the industry in 1959 after work-
ing as a funeral director.

"1 had no knowledge of what the industry was
about," Mr. Hudson said.

At the other extreme, Doug LaFevor joined the Car-
mel, Ind.-based insurer in 1992 after working two sum-

mers in the claims and underwriting departments
and taking courses in commercial property, liabil-

ity, life, health and business insurance while
earning a bachelor's degree in insurance and fi-

nance from Indiana State University.
"I wanted real-world experience," said
Mr. LaFevor, who is now a commercial

10 underwriter with Monroe Guaranty.The availability of insurance intern-
ships helped sway him from being

strictly a finance major at the uni-
versity in Terre Haute.

After his internship, "I was
impressed," he said. "I loved
insurance and I liked every-
thing about the company."

As insurance becomes more
complex, more executives
like Mr. Hudson are realizing

4 that they need new hires who
; already have a solid back-

A-· · of insurance. In response, in-ground in the fundamentals

surance companies increas-
ingly are funding endowed
professorships at the nation's
colleges and universities.

And, as university budgets
become tighter due to de-
creasing enrollments, profes-
sors have found that such

' partnerships with insurers
can bring needed support and
a job market for their gradu-
ates.

The on-the-job training the
industry traditionally has re-
lied on is expensive and
leaves room for mistakes due
to inexperience, Mr. Hudson

4 said.
"Typically, it takes five

years to train a mature under-
writer," he said. Insurance
graduates he has hired can
reach that level in one year.
"They hit the ground run-
ning."

During the first summer,
Mr. LaFevor progressed from
reading claim files, to attend-
ing meetings, to going out
with claims adjusters to ad-
justing claims on his own. In
the second summer, he spent
time in other departments,

f including underwriting.
"The internship was by far

the most important step" in
his insurance education, Mr.
LaFevor said. "You can read

things in a textbook, but un-
til you get out and get experi-

Continued on next page

Television producer
channeling energies
into insurance shows

By ROBERTO CENICEROS

nless Jerry Seinfeld can deliver a good property/casu
alty shtick, don't expect to see the prime-time come-
dian wisecracking on the Insurance Broadcast System.

Only talent with insurance industry knowledge
would make it onto the satellite-delivered program
ming that producer Dennis N. Richard plans to create

if he can muster the sponsors needed to bankroll his idea
Mr. Richard, 42, is the former producer of the insurance program

"The Premium Dollar Today," a widely praised cable television
show that provided an in-depth look at consume' issues

The idea of launching an entire channel with programming for
anyone working within the insurance industry came to Mr. Richard
in 1991, while he was working on "The Premium Dollar Today."
And he has been developing that idea for the past two years.

Supporters say television shows could be a kev method of provid-
ing information and education for the insurance field .n the future.

Mr. Richard said he plans to team up with an educational institu
tion that could provide insurance instructors and speakers for his
shows. He has not yet chosen an institution for the job

"The insurance industry has more of a need for this because they
train more, they educate more than other industries.' Mr. Richard
said in a recent interview

"If you work in the insurance industry, I want to be relevant to
you," he said. "There are so many hot issues in the insurance in
dustry right now more than ever. This is where Insurance Broadcast
System comes in."

Mr. Richard has also produced other business programs for televi-
sion, including "Lawyers and the Law" and "The Bankers Round
Table." Both were 13-episode series made for a cable television
channel

For the Insurance Broadcast System, or IBS, planned program-
ming would include a morning news show, roundtable discussions
and plenty of educational programs split into 15-minute segments,
Mr. Richard explained

Programs would be received via satellite dishes on a subscription
basis, allowing busy executives, workers and other subscribers to
watch the material in their offices or conference rooms.

Initially, programming would be broadcast from 9:30 a.m. to 5
p.m. on Tuesdays and repeated on Thursdays Production of the

Continued on page 42F

Photo by Tim Petros

Experienced television producer Dennis Richard is hopiog to launch the
Insurance Broadcast System sometime in 1995.
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ence, you don't know what is really
going on in the industry."

Monroe Guaranty has hired three
interns per summer for the past four
years and has taken three of them on
permanently when they graduated.

Mr. Hudson also chairs the insur-

ance endowment campaign at Indi-
ana State, which has raised about

$725,000 toward its goal of $1 mil-
lion, set last year.

The University of Wisconsin's in-
surance program dates back to 1938,
but "we've done more fund raising in
the past 10 years than in the first 40,"
said Dan R. Anderson, Lalie P.

Schultz Professor of Risk Management
and Insurance and chairman of the

actuarial sdence, risk management

4

and insurance department.
Four endowed professorships, in-

duding three funded by insurance
companies. have all been created in
the past five years, he said.

The chairs help attract and main-
tain quality faculty and provide
money for research. he said. Students
also benefit directly via funds for re-
search assistantships, for example.

At least 47 schools offer an under-

, graduate major in insurance, 22 offer
a minor and 28 require at least one
risk management or insurance course
for another program, according to a
survey by the American Risk & Insur-
ance Assn., a group of insurance edu-
cators.

While it's difficult to track whether

more colleges and universities are of-
fering insurance classes, interest in
them is on the rise, professors say.

Earlier :his year, the insurance fund

a

This report on Hailstorm was prepared by Munich
Re. Like all research prepared by Munich Re,
it reflects the experience, professionalism and
integrity of the Munich Re organization.

Each Munich Re study is :he result of painstaking
research by highly experienced professionals.
The care and attention given to their preparation
is an example of the thoroughness Munich Re
brings to every aspect of reinsurance.

Munich Re-unsurpassed service for more than
110 years.

Munich Re Group in the USA: MARC and MARC-Ufe

at Illinois State University was
boosted atove $2 million w.th a

$300,000 gant from State Farm Cos.
Foundation. Although the Normal,
01.-based university has offered insur-
ance couises for 20 years, it has only
been in the past four years that the
need to support a major and a fund-
raising campaign have developed,
said George B. Flanigan, insurance in-
dustry professor in the department of
finance, insurance and law.

Forty students have declared, insur-
ance thet major since it was ap-
proved eadier this year.

Three hundred students are en-

rolled in insurance dasses, and two
new prcfessors, induding Mr. flani-
gan in an endowed chair, have
brought the faculty to a total of three.

To promote the minor in insur-
ance, the department is cultivating
ties with departments such as applied

computer sdence, actuarial science
and bss control.

Because of the personnel needs at
State Farm's home office in Bloom-

ingtcn, Ill., the insurer also hires
from--and supports via grants and
scho.arships-those departments, said
Donna Vincent, assistant secretary of
the 5.tate Farm Cos. Foundation.

Money donated by insurers based
near the universities often st:ays close
to hime.

"We hire more alumni from ISU

than from any other single school,"
said Ms. Vincent. Bloomington is ad-
jacent to Normal. "It benefits us to

help them have students graduate
with the skills we need. It's a symbi-
otic relationship"

State Farm also supports schools
near its 27 U.S. regional offices. Many
uncerwriters and claims personnel
are hired by the regional offices.

.; MARC
.

, Munich Re Group
New York • Chicago • Atlanta
San Francisco • Dallas • Boston
Columbus • Hartford

Philadelphia

The insurer also grants merit-based
scholarships for students studying 1
business in general.

"State Farm has strong in-house
training," Ms. Vincent said. "We can 4
take students with good academic 1
backgrounds in business and help

them learn what they need to know 
about claims and underwriting."

Illinois State's insurance program

also has an advisory board of insur- 
ance executives.

"It's a very 'roll-up-your-sleeves'
kind of board," said Donna Galer, ex-

ecutive vp for corporate development
at Zurich-American Insurance Co. in i
Schaumburg, Ill. i

Each of the 24 board members

chairs one committee and sits on oth-

ers. Ms. Galer chairs the professional
opportunities committee, which seeks

to promote the prestige of the faculty 4
and the major itself to secondary-
school educators, two-year colleges
and internally.

"Enrollment is trending in the 7
right direction, but there is still a lack

of universal understanding of the 5
new major," Ms. Galer said.

"We will be looking to hire more Y
and more (people) with insurance de- j
grees," she said. "We will balance ,

that with growing and promoting
our own. The industry has to take a
strategic view of the expertise and
knowledge needs of their future work-
force."

"The world is more complex, prod- '
ucts and services are more complex,"
she explained. "Customer demands
and expectations are increasing all
the time. The days of the vanilla in-
surance contract are gone, even in
the middle commercial market. We

need people who really understand
insurance, not just the basics."

Illinois State is tjing to respond to
industry hiring needs by directly re-
cruiting minority students, particu-
larly through a program at Jones
Technical High School in Chicago.

"The insurance industry is inter- 1
ested in hiIing qualified minority stu-
dents who have studied insurance,"

Mr. Flanigan said. The university also
conducts a summer program for high
school teachers to educate them

about the principles of insurance and
job opportunities in the field.

Whether interaction with the insur-

ance industry translates into jobs for
graduates remains to be seen, said
John Thornton, regents' professor of
insurance at the University of North
Texas in Denton.

'ghe job market is still a little soft,"
he said. "I'd love to see more national

companies support regional universi-
ties on a regional basis. I've seen an
improvement, but I'd like to see
more" industry support.

Undelwriter and claims adjuster
jobs are often filled by the regional
office.

"It's one thing to create a supply
and it's another to have the de-

mand," agreed Monroe Guaranty's 
Mr. Hudson. Indiana State is Ming to
detennine how many new hires com-
panies may need and in what areas. J

Risk management students are not
overlooked when it comes to cori»'
rate contributions and involvement.1
Several chapters of the Risk & Insur
ance Management Society offer schol·
arships to colleges and universities. 1

Two North Texas risk management
students and their professor accompa
nied the Caltex Petroleum Corp. risl
manager to his annual meeting witt
brokers and reinsurers in Bermuda.

"We feel strongly that we have tc
put something back into the profes
sion," said Greg Sosbee, president o
Caltex Risk Management Service
Corp. in Dallas. Caltex, owned b
Chevron Corp. and Texaco Inc., ha
two Bermuda captives: Eastern Hem
sphere Holdings Ltd. and Traders Ir
surance Ltd.

Continued on page 421
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BON'T LET A NATURAL DISASTER TURN INTO AN UNDERWRITIN
DISASTER. KNOW YOUR CATASTROPHE EXPOSURE WITH BUS:

Insurers are being rocked by an ever-growing list of

catastrophes. ISO's revolutionary Geographic Underwriting
System- GUS®-can help you control losses, plus signifi-

cantly increase underwriting revenue.

Critical information at your fingertips-fast! GUS

technology links specific address locations with risk information

and policy rating and underwriting variables. In 3 -5 seconds,

on-line, GUS information gives underwriters what they need

to determine the correct premium.

GUS information can increase your revenue up to 80%

on individual risks. Only GUS technology provides all this

information, and more:

• Public Protection Classifications for fire insurance-

important because the wrong code can be costly

• Wind-distance to ocean, windpool credit eligibility...and

coming soon, probable maximum loss

• Auto-auto territory codes and drive-to-work distance, a

key fact, because understated mileage costs insurers millions

in lost premiums

• Crime-arson, auto theft, robbery, aggravated assault,

burglary and more, plus an overall crime-hazard index

• California brush fire zones

• Environmental and earthquake information-coming soon

-

.--

,

GUS technology detects inadequately charged risks. Use

GUS information to uncover costly classification errors. GUS

information can also help determine the reinsurance needed for

your portfolio, plus help you satisfy insurance regulations.

ISO provides training, service and support, FREE. ISO

will also be happy to discuss custom GUS services with your

company. GUS information is available in batch mode as well

as on-line via ISO's ISOTEL® Network. There are no sign-up

charges, no minimum fees. Charges are based on usage.

Ask if your company is on-line with GUS. Or call ISO's

Customer Service Division at 1-800-888-4ISO. Specialists are

standing by to assist you in any way.

See how GUS technology can improve your GUS
results! For more information, fill out and mail

in the coupon below. Send for ISO's free GUS ,4/ 4

video or demo disk. -
ISO and ISOTEL are registered service marks of Insurance Services Office, Inc. The Geographic
Underwriting System was developed jointly by Insurance Services Office, Inc. and DataMap,
Inc. GUS is a registered trademark of DataMap, Inc., and is licensed exclusively to Insurance
Services Office, Inc. Crime hazard information is provided by CAP Index, Inc. © ISO 1994

O YES! Please send more information on GUS, including the free video.
0 Please have an ISO account representative contact me.

0 Vdprefera GUS demonstrationdisk. 0 3.5" disk 0 5.25"disk

Name

Company Address

Title

City State UP Phone

MAIL TO: Customer Service Div., Insurance Services Office, Inc., 7 World Trade Center,
New York, NY 10048

81994
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"We are a very widely spread organi-
zation with all of our operations in
the Middle and Far East," said Mr.

Sosbee said, a North Texas graduate.
"Ihe purpose of the meeting is to get
together and talk about what is going
on in the market and where we are.

Ifs tinied to help us with our busi-
ness plans for the next five years."

The week begins with a series of
meetings with individual brokers, re-
insurance executives and captive
management firm American Intema-
tional Co. Ltd., a unit of American In-

temational Group Inc., and ends
with general meetings. The students
were in on every one, he said.

Opportunities like the one pro-
vided by Caltex are "marvelous," Mr.

Thornton said. "We can sell kids on

exceptional opportunities. It increases
the excitement of those in the ma-

jor."
Southern Methodist University uses

industry support to create opportuni-
ties for students to interact with

members of the Dallas insurance in-

dustry, such as bringing speakers in
and holding executive seminars.

"We try to provide a practical edu-
cation and put students in contact
with the people making important
dedsions," said Bob Puelz, professor
of insurance and risk management at
SMU.

'There are not a lot of insurance

programs that really reach out to the
industry as much as they ought to.
You can never do enough advertis-
ing. There is an untapped market
that needs to know about insurance

education," Mr. Puelz said. I

Internships provide bonus
Employers, students get head start in hiring

By SAMEERA KHAN Assn.'s annual

 ntemships can benefit both insurers and college students
who are considering careers in
the insurance or risk manage-
ment field.

As a result, an increasing
number of companies are looking at
internships as a source of potential
hires. And, many schools are now
concentrating their energies and tal-
ents toward developing effective in-
temship programs to complement
instruction in the dassroom, profes-
sors of insurance and risk manage-
ment said at the recent American

Risk & Insurance

meeting in Toronto.
"Students of risk management and

insurance who undergo an intern-
ship in those fields during the course
of their four-year undergraduate pro-
gram often fare better in the lob mar-
ket," said Sandra Gustavson, head of
the department of risk management
and insurance at the University of
Georgia in Athens.

"These students end up in jobs
that are better suited to them, often
with the companies they intemed
with," she said.

Companies also favor students
who have had some exposure to

Only 27 Property & Casualty
Companies Were Recognized

in Montreal on june 28.
Presenting the 1994 Showcase Award winners for

excellence in insurance marketing communications:

Aetna Life & Casualty
Arkwright

BF&M Limited

CalFarm Insurance Company
Citizens Insurance Company of America

CNA Insurance Companies
Commonwealth Risk Services, Inc.

Country Companies
Fireman's Fund Insurance Company

General Accident Insurance

GRE Insurance Group
Hanover Insurance Company

Harleysville Insurance Companies
Liberty Mutual Insurance Company
Medical Inter-Insurance Exchange

North American Reinsurance Corporation
Podiatry Insurance Company of America

Royal Insurance
Rural Insurance Companies

The St. Paul Companies
State Farm Insurance Companies

Swett & Crawford Group
Universal Underwriters Group

Utica National Insurance Group
Virginia Professional Underwriters, Inc.

Wausau Insurance Companies
Zurich Canada

Find out how your company can be recognized on Cape Cod at the 1995
Call or write: Insurance Marketing Communications Association, 344 Commercia

(617) 723-1230, FAX (617) 227-9297.

IMCA
An International Association

Showcase Awards.

1 St., Boston, MA 02109

their industry, she added.
However, getting companies to

hire interns has not always proved
easy. While responses from those
that have had interns in the past are
good, often it takes a great deal of
time and initiative on the part of col-
leges and universittes to convince
the industry that internships work to
favor both the undergraduate stu-
dent and the company.in place for the past decade, but it "We've had an internship program

has exploded over the past few years,
largely due to greater faculty involve-
ment," said Larry A. Cox, associate )
professor of risk management and in-
surance at the University of Georgia.

While the Uversity of Georgia
placed 35 students in internship pro-
grams at insurance companies, insur-
ance brokers and within corporate -
risk management departments this C
summer, last summer's placements 1
totaled a record 47 students.

About 44 of those received very 
good reviews from their employers,
Mr. Cox said. "Usually companies
don't approach us, we approach
them. All we ask is that they try out
our students for a summer and give
them a chance to prove their |
worth," he said.

Companies where University of
Georgia students intemed this sum-
mer included the Atlanta office of

American International Group Inc.
and broker Se*vick Inc. in San
Frandsco, Ms. Gustavson said.

Students must have completed a
minimum of two courses in risk

management and insurance and be
in their junior or senior year to qual-
ify for these summer internships, Mr.
Cox said.

While the University of Georgia
mainly has summer internship pro-
grams, students at California State
University at Sacramento juggle in-
tem work and dasses year-round.

"As Sacramento is a large regional
center of insurance, we have local

placements for students throughout
the year but mostly in the fall and
spring" said Patrida A. Cheshier,
professor of finance and insurance at
Cal State in Sacramento.

Ms. Cheshier, who runs the intern-

ship program at the university, said
students can earn up to three hours
of credit for the work they do. Some
are also paid by the companies.

Most of them work with compa-
nies, agents and brokers in daims,
sales or underwriting. Some work on
specific projects, while others gain
hands-on work experience. Some
have even intemed with the Califor-

nia State Office of Risk Management,
Ms. Cheshier said.

Currently, the university has 55
students who are majoring in risk
management and insurance, and
about 50% of these have had expo-
sure to the insurance industry in
some form of internship, she said.

"From the students' point of view,
it is an absolute necessity to work in
the field while they study courses in
risk management and insurance,"
she said. "All our students have told

us that it gave them an added edge
in the marketplace. Employers con-
sidered it very valuable and it lets
students try out various insurance
and risk management fields and de-
dde what interests them most."

Even smaller schools and newer

programs are now developing intern-
ships. The University of Calgary in
Alberta, Canada, set up its insurance
and risk management department
just two years ago. This summer, it
has already placed four students in
internships and is planning an ex·
panded program for next year, said

Continued on page 42}
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Jerry Jorgensen, chairman of the de-
partment.

But, he has more ambitious plans
up his sleeve. His department is pro-
posing setting up a cooperative pro-
gram in which students can choose
to do a five-year bachelor's instead of
the traditional four years. The extra
year will be spent by the students, ei-
ther in two six-month periods or as
one whole year, interning in the in-

surance or risk management field.
"This is done in the actuarial field

very successfully in the United States
and Canada, so we said why not in
the insurance or risk rnanagernent
field," Mr. Jorgensen said.

"Firms like it because they get the
student for a longer period and can
then really use them," he said.

Internship programs are a "win-
win situation" for both employers
and students, he said. "Students get a
chance to see what's out there and

employers have a chance to assess
the students." .0/1

5

Broadcast
Continued from page A
shows will be done in Los Angeles
and New York

"I don't know what the market

would be for that," said Roger Smith,
president of the Insurance Educa-
tional Assn. in San Frandsco.

"But there are so many problems
and issues in the insurance industry
employers would like their employees
to know about. There well may be a
need for that," he said.

Early in the development of the In-
surance Broadcast System, Mr. Rich-
ard formed a non-management
board of advisers composed of 12 in-
surance and entertainment execu-

tives. Many are people he met on
"The Premium Dollar Today."

Mavis A. Walters, executive vp of
the New York-based Insurance Ser-

vices Office Inc., who worked with
Mr. Richard on "The Premium Dollar

Today," is a member of the board.
Although the advisory board mem-

bers help evaluate programming
ideas, they would not oversee or

There's more to

CAT reinsurance than capital

PHOENIX REINSURANCE COMPANY

Property Catastrophe ReinsHrers
(212) 837-9520 New York
(32-2) 231-13-55 Brussels

Helping clients tame big CATs since 1982

Or in the words of National Underwriter:

«You can go through $250 million of
surplus as quickly as you can go through
$25 million, if you make enough of the
wrong decisions."*

As a flood of newly-incorporated reinsurers brings
capital into the property catastrophe market, you
should keep one thing in mind. There's more to
the intelligent management of risk than the depth
of your pockets.

There's judgment. The careful management
of risk that has earned us

an «A" rating from Best's. The ability to finish the
six worst years in the history of property catas-
trophe witb six times tbe capital we started witb.

There's service. Such as our average under-
writing response time of 48

hours. And our history of paying 90% of claims
within 3 days.

Ultimately, there's Phoenix Re. Our capacity
of over $185

million is available to work for you worldwide
-in property, marine and aviation lines of
up to $10 million. Contact your reinsurance
intermediary today for information. Or call
Phoenix Re's Michael Bleisnick (Domestic
Treaty) or Gordon Forsyth (International
Treaty) in New York, or Alain Tounquet in
Brussels.

Member of BRMA

(Brokers and Reinsurers Market Association)

*"Evolution Ahead for Reinsurance Market in

the 19905" by Marc Mosca, June 11,1990

manage the system's operations, As.
Walters said. The Insurance Broadcast

System is purely Mr. Richard's brain-
child, she said.

"He'd like to use the advisory
board to bounce ideas off us," she ex-

plained. "We're not a board of direc- 4
tors. It's truly an advisory board."

If anyone can succeed in establish-
ing an insurance network, it is Mr. Ri-
chard, according to Ms. Walters. 1

"I'm impressed with Dennis Rich-

ard. He's quite knowledgeable in the 
area of broadcast media, and he's

very enthusiastic. He's a quick study," 1
she said.

"What he hopes to do with the j
programming is very intriguing."

"Sooner or later, there is going to <
be some kind of television program
for the industry," said Joseph Decami- c
nada, executive vp and general court- ,
sel for The Atlantic Mutual Cos. and

also an advisory board member.

"If IBS produces a quality product, j
everyone in the industry is going to
get it," Mr. Decaminada said.

To receive the programs, subscrib-
ers would have to pay about $700
per month, Mr. Richard said. Branch
offices would be charged about $300.

That could be a bargain, several ob-
servers said.

"The cost of education seems to

keep getting higher and higher when
you have to send someone out to a
seminar," said James R. Marks, an-
other of Mr. Richard's advisers and se-

nior vp of communications and mar-
keting for the CPCU Society in Malv-
em, Pa.

"This could be the future of how

we deliver education to people," Mr.
Marks said.

"I think there are still some hur-

dles," he added. "For example, how
cornfortable are companies with hav-
ing their people watch television for
half an hour. That could be a perce>
tion hurdle."

Mr. Richard said that is why he is
planning short, 15-minute shows
that would repeat within a week.
Each 15-minute segment would be
one-half of a full 30·minute program.

But, before Mr. Richard can say
"lights, camera, action," he must raise
$3 million to $5 nlillion to get the In-
surance Broadcast Systern off the
ground.

Mr. Richard said he is dose to find-

ing sponsors, but he declined to say
who they might be.

"I can't mention their names be-

cause we are in negotiations right
now," he said.

Still, he is confident IBS will hap-
pen. "I'm fairly certain at this point
we're looking at the first quarter (of
1995) for me to flick the switch on."

While he plans to welcome insur-
ance company subscribers, he does
not want them as initial investors.

"It could be perceived as bought
and paid for by the insurance indus-
try," Mr. Richard said. 'We must be
able to give the news and give the is-
sues in a fair way."

Rob Bonomolo, assistant vp of ad-
vertising for Reliance National Insur-
ance Co., said $700 is inexpensive
enough for an insurance company.

"I know the industry is one in
which education and continuing edu-
cation is always in demand because
insurance changes everyday," Mr.
Bonomolo said. Reliance National

was the major sponsor behind "The
Premium Dollar Today. „, 'rhis whole

thing hinges on what the offering is.
If the offering is significant, a lot of
companies will go for it."

And, if the programming is good
enough, it could also prove to be a
time saver.

'The question is how much time
can you spend reading and how
much time can you spend traveling
to education programs?" the CPCU
Society's Mr. Marks said. 'Those are
time-intensive activities." 18"
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Illinois employers to form health alliance
By CHRISTINE WOOLSEY

CHICAGO-Two large business
coalitions in Illinois and the state

chamber of commerce are lending
their support to the state's small
businesses in an effort to help
those companies purchase quality,
cost-effective health care cover-

age.

The initiative, spearheaded by
the Midwest Business Group on
Health, the Chicago Business
Group on Health and the Illinois
State Chamber of Commerce, is
being launched to create a health
care purchasing alliance that
would be the largest of its kind in
[llinois and could become the

largest in the country.
The Illinois Employer Benefits

Alliance will offer participating
employers a menu of health plan
choices not normally available to
small companies because of their
size.

But larger employers also will
benefit from the project, which is
designed in part to heat up com-
?etition among health insurers,
nanaged care companies and
iealth care providers.

"It will strengthen the whole
narket because purchasers will be
.tronger in numbers," said James
dortimer, president of the MBGH
n Chicago. "Small companies
hat aren't providing insurance
tow will be able to-and that will

ut down on cost-shifting to big
ompanies."
"We all get beat up on cost-

hifting," agreed Dennis Nirtaut,
hairman of the CBGH and man-

ger of employee benefits at Con-
nental Bank Corp. in Chicago.
-f we can give smaller employers
ie opportunity to have a health
an and pay reasonable prices,
ithout the fear of being dropped
axt year because of one bad
aim, it will benefit all of us," he
id.

Mr. Nirtaut said the initiative is

rther evidence that employers
m't need the federal govern-
ent's help in reforming the
alth care system. "We don't
ed a big bureaucracy. We have
do something about the 37 mil-
n uninsured, and this is a step
that direction," he said, noting
at a large percentage of the na-
n's uninsured work for small

iployers that cannot afford
)up coverage.

iponsors of the IEBA also say
s alliance will help educate em-
•yees at smaller companies to
:ome savvier health care con-

ners, which could reduce the

nber of unnecessary medical
)cedures-and unnecessary
.lth care costs-in the state.

lost importantly, however,
:eand small employers in the
:e will benefit from the shared

a base of health plan cost and
lity information that will be
ected and distributed to em-

mrs and providers by the
A

y combining the membership
l[BGH, CBGH and the Illinois
mber, the IEBA hopes to en-
health insurers, managed care
panies and other health care
Aders into bidding for busi-
they would otherwise shun.

ie 6,000 employer members of
Illinois Chamber collectively
esent 1.2 million employees,
5% of the state's work force.

nbers of the MBGH and

;H are primarily large, self-
red organizations, but the two
ps do have some smaller and
;ize members that might be
·ested in purchasing health
coverage through the new al-

liance.

"The alliance approach is a re-
alistic way to bring more pur-
chaser influence to the health care

market," said Sally Jackson, pres-
ident of the Illinois Chamber of

Commerce. It will "catapult small
employers onto the same playing
field the big guys have been on for
a decade."

Small employers often do not
have the time or resources to shop
around and effectively compare
different health plans, and some
are not knowledgeable about the
array of managed care plans
available, she said. The alliance

will function as a prudent shopper
for thern, so they can choose
among plans to which they other-
wise would not have access.

The three employer groups hope

to have the IEBA fully operational
by the first quarter of 1995, when
it will begin offering multiple
health care plans to qualified em-
ployers. To qualify to purchase
coverage through the IEBA, em-
ployers must meet underwriting
requirements to be established by
participating health care plan
providers.

In addition, employers must
sign three-year contracts through
their membership organization,
be it the Illinois Chamber, MBGH
or CBGH, the MBGH's Mr. Mor-
timer said.

Initially, the alliance will offer a
bare-bones small employer health
plan, a traditional fee-for-service
plan, as well as HMO and PPO
plan options, Ms. Jackson said.
The group hopes to be able to of-

fer self-insured employers a
stop-loss product within a year.

"We hope to attract small and
mid-sized companies, but we
won't restrict companies by size,"
she said. Two-thirds of the Cham-

ber's members have fewer than

100 employees, she noted.
The alliance also will offer em-

ployers the services of a "shared
benefit office," which will func-
tion as the central administrator

for the alliance, and as an educa-
tion and marketing contact for
providers.

The shared benefit office will

process all of the paperwork asso-
ciated with the IEBA health plans
and collect standardized health

plan cost and quality data. Among
other things, health plans will be
monitored for such things as Cae-
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sarean section rates and inpatient
hospitalization rates.

In November, the three sponsor-
ing groups will request bids from
interested health insurers, man-
aged care companies and other
health care providers.

"This is a tremendous opportu-
nity for small employers to pro-
vide value-added health care to

their employees," commented Dr.
Wayne Burton, vp and medical di-
rector of First Chicago Corp.
"That is consistent with what the

MBGH has been doing all these
years."

Eventually, the alliance hopes
to offer non-medical benefits,
such as life and disability insur-
ance and investment strategies for
small-employer pension plans,
Ms. Jackson said. in'
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Coalitions She also noted that many health service to the behavioral health part You can achieve that Just by ing, 'here's the money, now do
care coalitions get involved in care market than simply driving limiting benefits to 10 lifetime what we're paying you for ' You
health care planning within their costs down visits," she said "There should can monitor that vendor's perfor-

Continued from page 3 region Some, for instance, help "We need to stop permitting in- not oe any incentives to skimp on mance, but you don't have to mi-
market of providers, said Ms try to convince local hospitals to centives to be put into contracts care No perverse incentives to cromanage mental health bene-
Kunkle reduce their bed count if there lS that allow for the masking of a deny care are necessary because fits That's probably not what

Most often, companies m coali- an oversupply of open beds mental health or substance abuse that's not value, that's pure cost your company does for a living,"
tions are located near each other "We all must deal with oversup- admission as a medical admit containment " said Ms Keller

and share common coverage goals, ply of services because m many Sure, stomach pain could be med- To take full advantage of a coa- And, when contracting for case
she said "The membership of coa- cases, supply can dnve demand," leal, but not when the cause is a lition, its leaders need to educate management, coalition planners
litions is often very diverse Some said Ms Keller mental health disorder that the members and employees can't Just settle for basic utiliza-
are purchaser-driven and others Coalitions are also good for primary care physician doesn't Decision-makers should not be tion review promises from man-
represent providers and insurers gathering data and Information recognize," Ms Keller said afraid to opt for a carved-out aged care companies .Case man-

But basically, a coalition is simple on health care utilization and the Furthermore, coalition members managed mental health plan "It's agement is dealing with the prob-
to form, inexpensive to operate success of certain procedures and need to be aware that quality ser- the most aggressive plan you can lems of grief, emotionally dis-
and almost always voluntary " then providing that information vices for employees are most im- have, especially with the rlsk turbed c hildren a nd elderly

Staffing is minimal "You don't to managed care companies and portant when a mental health dis- transferred to a network It's re- women with a mental disability,
even need much of a staff until insurers order is the subiect of treatment ally the most evolved, adult rela- not just pushing people through,"
goals are defmed and dues are Finally, Ms Kunkle pointed out "Cost containment is the easy tionship you can have You're say- she said [I

collected," said Ms Kunkle that coalitions, through hard-ball
Coalitions, whether for mental negotiating, can actually take a

health benefits alone or all health bite out of the technology glut of-
benefits, run on budgets ranging ten blamed for rising prices Looking for a good fit
from several hundred dollars for "If there are one MRI units in a

volunteer-staffed ones to more geographic area and there is no Behavioral health experts want a role in reformed health system
than $2 million, she said. "But need for that many and they are
money can be raised from dues, all charBng a high rate, you can By MICHAEL SCHACHNER care reforms are agreed upon Drug-Free Workplace Act, the Oc-
grants and more sources," to off- demand that they lower their "We still don't know what's up cupational Safety and Health Ad-
set costs, said Ms Kunkle rates in exchange for a contract," WASHINGTON-As Congress in terms of mental health or health ministration's, hundreds of rules,

Once a coalition is formed, lt she said continues to wrangle over the fu- care reform, period," said Dr Rob- 50 different workers compensation
can do much more than simply "Generally, coalitions are fo- ture of health care, questions ert Hunter, medical director for systems, evolving case law, the
buy coverage at an affordable cused on alternative dellveries, abound as to special health services at Shell Oil Clvll Rights Act of 1964's Title VII
rate It can exchange information Ms Kunkle said "They know all what role behav- I CO in Houston "The garbage lS and the Age Discrimination in
and data with other coalitions and the managed care animals- ioral health care  I piling up, but it's business as Employment Act
health care agencies It can net- point-of-service, HMOs, PPOs would have in a I usual For self-insured employers "The future of behavioral health

work and lobby on issues such as and the rest There are too many standard bene- and behavioral health care, the an- care benefits wlll likely Include
health care reform And it can differences among markets to go fits package Behavioral swer remains, 'Who the hell even more managed care, because
help educate employees about with one thing " At the Insti- knows?' " there can only be more emphasis
health care, especially behavioral "Some areas have too many tute for Behav_ Healthcare Casting a large cloud over the placed on costs, quahty and out-
health care costs, treatment meth- beds or specialists Maybe ioral Health- Tomorrow future of behavioral health care in comes My prediction is there'll be
ods and outcomes through coalitions we can shrink care's Behav- the context of health care reform a lot more auditing of behavioral

" Coalition activities include capacity, winch will leave us with ioral Healtncare Tomorrow con- are all the regulations that apply health care providers
policy analysis with respect to ac- an easier market to work in," Ms ference, held last week in Wash- to mental health benefits, said Dr Also speaking at the session was
cess to care, cost-shifting and Kunkel said ington, corporate health care ex- Hunter Bruce Davidson, employee assis
state health care policy," Mr Coalitions, through their collec- perts continued to ponder where As examples, he cited the Ameri- tance program manager at Digital
Kunkle said tive nature, can provide more of a mental health would fall lf health cans with Disabillties Act, The Continued on next pagt
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Backers aim to keep mental health care on agenda
By MICHAEL SCHACHNER

WASHINGTON-Now that em-

ployers, insurers, providers and
managed care companies all under-
stand how important mental health
care is, they must not let it slip off
the national health reform agenda,
says a health policy analyst.

Attitudes toward mental healsh

benefits have changed so dramati-
cally in recent years that it is now
regarded as being as important as
medical benefits, argues Dr. Ber-

Reforms
Continued from previous page
Equipment Corp. in Maynard,
Mass., who discussed what compa-
nies have done about mental health

benefits in the current marketplace.
Digital, for example, went to a

managed care approach for mental
health care about four years ago af-
ter its mental health-related claim

costs mached 12% of overall health

care costs.

With most companies, that com-
ponent is about 8% of total costs
once managed care is fully imple-
mented.

Digital, he said, has successfully
managed behavioral health care
benefits as part of its overall self-in-
sured health care plan.

"It's not carved out because we

felt the need to keep things together
for integration. But, at least 50% of
(mental health benefits in) HMO
plans are carved out these days."

A key to Digital's program is that
ieneficiaries have timely access to
)roviders.

Not only is the computer maker
lappy with its behavioral health
:are benefits arrangement, but qual-
ty appears to be a direct product of
he managed care plan. "We do
nember satisfaction surveys, the
,lan documents all activity and

ie're compiling outcomes data,"
lr. Davidson said.

For mental health and substance

buse benefits, Digital applies no
aps on benefits. It prefers a fledble
enefit structure to help people get
ie appropriate care.
"Access is one of our concerns. We

ant to get someone cared for
ithin 10 days if the case is non-ur-
mt, two days if it's urgent and
ithin eight hours for an emer-
ncy. We can direct people through
ir EAP," he said.
Treatment in a managed behav-
cal health caze setting is based on
assessment of needs by EAP spe-

dists and primary care mental
alth practitioners. "We're not op-
sed to treatment that restores

ictional status, whatever that

ght be. This all requires pre-eval-
tions and knowledge of what is
propriate L ;"Mr. Davidson
d.

Jlso at the core of such a system
:ase management. "Mental health
i substance abuse are often com-

x issues that require multi-sys-
i interventions," he added, noting
t it is necessary to coordinate
e with rehabilitation clinics,
-kers comp program managers
1 whatever other program may be
)lved with treatment, including
EAP.

rith respect to benefit design,
ital's plan is proof that caps and
ts on benefits aren't necessary to
trol costs, Mr. Davidson said. "I
ize that finance people may
ch and shake when hearing
, but flexible benefits is a neces-

process."
aturally, employers should strive
early intervention and pmven-
in their behavioral health care

S.

nard Arons, di-
rector for the

Center for Men-

tal Health Ser-

vices in Rock-

Behavioral ville, Md.
Healthcare 'The public at-

T-ow
titude toward

mental health

treatment has

changed. Most people now see it the
same as all benefits," he said last
week at a conference sponsored by
the Institute for Behavioral Health-

And, if an HMO is doing the case
management, it should provide reg-
ular health information back to the

employer and should also conduct
seminars and workshops that are re-
Elective of community issues. .There
is a cost to this. HMOs will charge
for this type of attention," he noted.

John Mahoney of Hewitt Associ-
ates in Rowayton, Conn., also spoke
during the session. m.
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care.

"The public has come to this mc-
ognition quicker than policy mak-
ers. People want mental health to be
part of any reform package."

Administrators and providers
have "come together as a force,"
said Dr. Arons. "They've put aside
their differences and are all aiming
for an outcomes-based system that
emphasizes identification and early
treatment."

Sounding a similar note, Dr. Mary
Jane England, president of the
Washington Business Group on
Health, said that the bond between
providers and employers is stronger
than it ever has been.

Still, she said, employers continue
to demand cost containment and

quality from providers. "Employers
have long ago realized they could
not wait for national reform to save

them. We've been doing things on
our own for yeans."

If a health reform bill does ulti-

mately include mental health care,

Dr. England said it would be a mis-
take to make a standard benefits

package too restrictive. "A limited
benefits package will lead to inap-
propriate utilization, higher ulti-
mate costs and poorer outcomes."

Any standard package should in-
clude a mandatory managed care
environment, focus on the individ-

ual needs of each patient and a nat-
ural continuum of care, she said.

"At least 60% of our members

would support a mandate. But we're
large employers. It's the small em-
ployers with part-time workers that
don't want the mandate. We'd sup-
port a plan that has full parity be-
tween mental health and traditional

medical/surgical benefits," she said.
Alan Shusterman, president and

chief executive officer at managed
care firm CMG Health Inc. in Ow-

ings Mills, Md., sounded a bit more
cautious. Though managed care
firms are firmly behind health re-
form, he warned against a system
that has no boundaries on behav-
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ioral health benefits.

"Society can't write a blank check
for eveiything. We must prevent
endless personal growth and stress
reduction as well as and open door
to all benefits. Boundaries are the

key," Mr. Shusterman insisted.
If health reforms include mental

health benefits, those benefits
should be available to all at the

same levels of coverage as medical
benefits, "but not more," he said.

In addition, Mr. Shusterman
called for the creation of standard-

ized means of reporting outcomes.
Competition among providers

must not be eliminated under a new

system. "There must be some com-
petition left, and I believe there will
be. Also, the end user must continue

to pay for some of the expensive
methods of care," he said.

And like Dr. Arons, Mr. Shuster-
man urged members of the alliance
behind mental health benefits to re-

main allies. "We've had this bond

for a year, but we could get back to
fighting between psychotherapists,
administrators and others if things
stall for too long." iji
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GATT conferees debate pension rules
By JERRY GEISEL

WASHINGTON-Facing a Sept.
20 deadline, House and Senate con-

ferees assembling a revenue package
to implement the General Agreement
on Tariffs and Trade continue to

wrangle over whether to include
pension-related provisions.

House negotiators have condition-
ally agreed to accept a provision that
would change the formula for setting
the maximum benefit that could be

funded through defined benefit plans
and the contributions that could be

made to defined contribution plans.
Both the House Ways and Means
and Senate Finance Committees

have approved the provision.
Currently those maximums rise in

lockstep with the Consumer Price In-
dex. Under the new provision, the
caps would rise in $5,000 increments

and be rounded down to the nearest

$5,000. House negotiators say they
will accept the change on the condi-
tion that an agreement can be
reached on other provisions aimed at
shoring up the Pension Benefit
Guaranty Corp. (BI, Aug. 29).

But negotiators are trying to find a
common ground on PBGC-related
provisions. House Democratic con-
ferees have been pushing provisions
similar to those earlier approved by
the Ways and Means Committee.
Those provisions, which a number of
benefit lobbying groups oppose,
would require employers to use con-
servative mandated interest rate and

mortality assumptions when calcu-
lating pension plan liabilities.

Using those assumptions would
significantly increase some employ-
ers' pension liabilities, potentially
turning fully and even overfun(led

plans into underfunded plans. That
would subject employers to special
rules requiring accelerated contribu-
tions.

The PBGC argues the change is
needed because current law gives
employers too much flexibilitb' in
their actuarial assumptions and lets

Data bank
Continued from page 3
care coverage reports with HCFA
by Feb. 28,1995.

But under the legislative report
accompanying the Senate-passed
HHS appropriations bill, employ-
ers wouldn't face any monetary
threats if they failed to file the re-
ports.

The language was included in
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them minimize pension contribu-
tions.

Possible compromises being dis-
cussed include subjecting employers
to rapid pension funding schedules if
their plans-using the new conserva-
tive assumptions--are less than 90%
funded for three years in a row or if
their plans are less than 80% furided
in any single year. Under the Ways
and Means Committee bill, the faster

the report as a way of delivering a
message to HCFA, said an aide to
Sen. Lieberman, who has spear-
headed congressional efforts to
delay or repeal the data bank law.
"The data bank law probably was
a mistake and there is a strong
sense in Congress that it should
not be enforced. If HCFA does en-

force it, that could cause problems
with Congress," the aide said.

A HCFA official, while noting
the agency has supported delaying

 Royal Insurance
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funding rules would kick in if a plan
were less than 90% funded in any

year.

Ways and Means Chairman Sam
Gibbons, D-Fla., says he wants con-
ferees to agree by Sept. 20 on a set
of revenue provisions.

Once conferes agree on a revenue
package to implement GAIT, the
package will go to President Clinton
for approval. Inl

the data bank law, says until the
law is repealed employers would
be legally required to supply the
coverage information. The next
step is up to Congress, she said,
adding that conferees still have to
fashion an agreement on the ap-
propriations biLl.

Until the issue is resolved, pru-
dent employers may want to hold
off on any major efforts to collect
the coverage information, consult-
ants say.

For now, employers that do not
have the information they need to
comply-principally dependents'
Social Security numbers-may
want to take steps to obtain that
information that do not cost them

any additional expense.
Examples of simple, non-costly

steps would be asking newly hired
employees for dependents' Social
Security numbers as well as re-

questing that information during
open enrollment periods-that
point in the year when employees
decide which health plan they
want to enroll in for the year
ahead-said Francesca Bruno, a
managing consultant with A. Fos-
ter Higgins & Co. Inc. in Detroit.

Employers are anxious to avoid
a repetition of the Section 89 fi-
asco, in which some companies
spent tens of thousands of dollars
collecting information and setting
up administrative systems to com-
ply with the law, Ms. Bruno said.
That money went down the drain
after Congress repealed Section
89 of the Internal Revenue Code in

1989, which established complex
non-discrimination tests for

health care plans. -

NAIC
Continued from page 3
Insurance Competitive Pricing
Act of 1994, which would replace
the insurers' antitrust immunitb
under McCarran-Ferguson witt
what proponents describe as "saft
harbors" for specific industry ac
tivities. The Judiciary Committe,
passed the bill in July (BI, Aug. 8
July 25)

Texas Insurance Commissione

J. Robert Hunter and the Ameri

can Insurance Assn. generally fa
vor the measure.

However, other trade group
including the Alliance of Amen
can Insurers, consider it "devas
tating" to state regulation an
likely to affect the insurance mai
ket negatively, President Rodg,
S. Lawson wrote to regulators.
• Hear comments from the pul

lie on the latest draft of the Ii

vestments of Insurers Model A

and on how the NAIC shou

fine-tune its accreditation pr
gram. The NAIC is nearing time
again review the performance
the first batch of states to recei

accreditation.

• Consider an open meetin
policy formed by the NAIC's Zo
Coordination Subcommittee.

NAIC President David Wa]

had sent a memo to NAIC me

bers asking them to commit
open meetings.

The National Conference of

surance Legislators has criticie
the NAIC's closed-door sessi,

(BI, Aug. 1). 1
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Continental Catastrophe losses have hit hard to have a biggerrole inthe US in- business, or companies that want to we're gomg to be seeing the Conti-
, in the past several years, particu- surance marketplace," said Michael enter the busmess," Mr Ramenda nental m its next mcarnation the
larly from Humcanes Andrew and Lewis, first vp with Dean Witter said way we see it now"

Continued from page 1 Inikl, as has the ongoing soft prop- Reynolds in New York - Whoever mvests m Continental, An outnght purchase might be
Centre Reinsurance Holdings Ltd erty/casualty market, which has The Continental name may prove wall likely seek to wield a signicant done in two steps, said Mr Ra-
Officials of each either had no com- hurt the commodity-type pricing on a powerful draw amount of control, if not take it over menda "First, the equity mvest-
ment, or could not be reached its commercial package pollcy bum- Foreign buyers," explained altogether ment, and then a decision to go for-

Whatever investor does step m at ness Joanne Momssey, a principal with A Sanford Welll-type of mvestor ward as it was the case with Travel-
Continental is hkely to have a "They've been stung by the soft ' Firemark Cohsultants in Parsi- would want a sigmhcant amount of ers R's certamly a possibility"
strong-even dominating-say in market from a pncing perspective," panny, NJ, "are more likely to put control, said Mr Moat Regardless of its structure, once a
the insurer's future, even if it does explamed John L Ward, chief exec- money into the US when there's a "Why buy a minonty Interest m deal is struck, it is unlikely that Mr
not assume malonty control And utive officer of the Ward Flnancial - name attached'to it and Contmen- somethmg unless you can get con- Mascotte would remain with the
John P Mascotte may be asked to Group m Cincinnatl "I think their tal certamly has a soild name m the troP" he said Otherwise, for the company
resign as chairman and chief execu- book of busmess has proven to be mdustry same money, "you can buy some "Based on the track record of the

tive officer, a post he has held since unusually nsky and difficult to estl- "If a new mvestor can capitalize other entities that don't have all the company under his watch, the posm-
1982 mate reserves for" on that name, and on the mfrastruc- Inherent problems that Continental bility of change m toi) management

Continental finds itself m this sit- "Continental Corp has been m ture that the company has, they has " must be given senous sway at this
uatlon after several years m which declme for years, and it's sttll an could have some success that Conti- Mr Ward said the "word on the point m time," said Mr Lewis
its underwntmg results have lagged open question as to whether it's via- nental on its own has been unable street" is that Continental is search- "It's not unusual m restructurlng
the rest of the Industry ble at all," said Barbara Stewart of to have in the past ten years," said ing for a preferred stock mvestment situations, especially _where large

Mr Mascotte and other Contmen- Stewart Economics in Atlanta Ms Momssey But to attract up to $300 milhon, amounts of new capital are mfused,
tal executives would not discuss the Some see Continental's situation Some experts say foreign compa- Continental would have to give an to expect changes at the top,
company's current and past prob- as endemic to the mdustry nies are more likely than domestic mvestor a sigmhcant ownership agreed Mr Ward "That's very com-
lems and its plans for the future A "The grand old stock companies ones to provide the capital Conti- stake and a "considerable degree of mon "
Contintenal Corp spokesman cited that prospered in an era of regula- nental is seeking convermon pnvileges and features A capital Infusion, however, could
advice from company lawyers as the tion, which was pretty much the After the due dthgence process, "if that would allow the pmferred stock put the company back on track, Mr
reason first half of this century, have been the transaction doesn't go through, to. be converted to common stock," Ward added "New capital brings

Speculatlon about those plans is singularly mept m their ability to too many domestic companies Mr Ward said with it a new discipline in running
bemg fueled by a semes of moves compete m an innovative, free- would probably know too many se- · Continental also could wind up the busmess, and I think all of the
and Continental's recent disclosure wheellng, financially-driven market- crets of (Contmental's) operation," belng acqwred outnght, said Ms red flags that I see m their finan-
that it hired Goldman Sachs & Co ' place," said another observer,·who said Donald E Franz vp and insur- Momssey cials are correctable with time and

to "assist it m explonng the avail- asked not to be identified "And it is ance analyst with Advest Inc m "Whether they mean it or not," with new capital"
able alternatives, Inclu(ling a possi- only because they have had such New York she said, Contmental has "really If Continental were to get $300
ble equity Investment " huge cdpital bases that lt has taken High pnces m Europe are mcreas- sent out a signal that they are on the milhon and put it m loss reserves, "I

Earher this month, the company this long for the companies, and the mg Interest m U S mvestments, sald block, and belng on the block means think that's a big step m thenght
signed a letter of intent to sell its market, to reflect decades of bad Mr Branche What's more, Euro- other people are golng to be loolang direction," said Jonathan Godown,
Contmental Insurance Co of Can- management It's Just one of many pean insurance companies are be- at Contmental, and I don't thmk S&P associate director
da unit to Fairfax Anancial Hold- old hne companies this has hap- coming less temptlng targets asthey . ., .
ings Ltd of Toronto for $155 mil- pened to " begm to face some of the same
lion It also plans to sell Casualty In- Like some other old companies, problems, hke expanding legal ha- 
»ance Co, its Illinois workers Contmental has grown fat and lS bilities, that U S insurers already f L6ng-term problems seen
compensation un.t looking to trim expenses Its under- face

On the cost-cutting front, the writmg expense ratio from 1988 to Japanese mvestors might also be ,-
ompany has eliminated a 25 cent 1993 was 32%, compared with mterested mUS expansion, Mr , for life insurers: Moody's
oer share quarterly dividend, which 284% for comparable compames, Branche said By DOUG McLEODBs expected to save about $55 mil- according to Ward's Emancial, uslng One name frequently mentioned  . i "
ion annually, and has taken steps to data compiled from the National as a possible investor is Itallan giant US Me msurance compames have made stndes m improvin their
nm expenses-meludmg reducmg Assn of Insurance Commissioners Assicuramoni Generali SPA, which financial,position but stlll face long-term froblems that could damage ,
s work force of 12,255 by about And, lt was far higher than industry already has a reciprocal agreement L their abillty to compete with other hhanclal instituttons for business,
I 4%-by $155 milhon leaders hke Berkshire Hathaway with Contmental , concludes a report by Moody's Investors Service Ine»

Continental Corp has also rede- , Co 's National Indemruty Co unit, The Itahan company wntes Euro- I Though real estate and mortgage loan portfollos contlnued' to deteno-
loyed $40 milhon of capital into its with 17 9%, and AmeI'lean Interna- pean indigenous business associated rate through year-end 1992, hfe insurers,have shown improved operat-
lomestic Insurance operations, and tional Group Inc, with 21% with US -based multinational ac- ', ing earnings, hgher-quahly bond portfohos 'and generally impr6ved
he Insurance unlt has entered into a "I think they recognized that ex- counts, while Continental does the i capit.Ah,Ation ratlos:as compames pmpared to implement the Nabonal
uota-share reinsurance arrange- penses have contnbuted to their same m the Umted Stdtes for Euro- i Assm of Insurance Commissioners nsk-based capital requirements,
hent to lower its premium-to-sur- problems through the painful down- pean multinatlonals Moodys concluded, -
Ilus ratio sizings they've recently gone A Generall spokesman m Trieste, Moody's predicts a continuation of certain trends of recent years,»m-
 Continental has not been a top m- through," said Mr Ward Italy, said he knew of no plans to m- ' cluding allocation of new investments to high qudhty and highly hqwd
pstry performer for some time, but Continental's capital is also more vest m Contmental assets and margement and capital decisions based on nsk-based capi-
Is 1994 results to date are sharply exposed to nsk than many other Of course, foreign companies real- tal ponstramts
,wer companies ize the problems facing US insur- ' ' . "We see fi steady management'focud on core strategic operations, as · .
1 A first-quarter loss of $899 nul- Its net wntten premium-to-sur- ers and may not be mterested m , well'as'improved operadgefhclency from costreductionsandan m-r
on from continuing operations con- plus ratio from 1988 to 1993 was Contmental * dus*ywl de attempt tocapture a large poiton of the mgnihcant growth, «.
buted to a net loss of $84 milhon 21-to-1-compared with 15-to-1 "I lust think that it's not logical to m' retirement savmgs and asset management buslnesses," sdid Robert L
i the first six months of 1994, com- for comparable companies, accord- assume a substantial foreign insur- , ' Riegeli a' Moody's vp

,

red with net mcame of $96 mil- mg to Ward's Financial For 1993 ance carrier would make that ; Overall; the Wd ihsuiance mdustry should maintam a htgh average, ;
on m the first half of 1993 The alone, the diference was even move," said Douglas Moat, chair- 1 rating for the "mechum-term," Moodyk said. While the current average
i'st-half loss, partly attnbutable to greater 23-to-1 for Continental, man of The Manhattan Group, a p Moody's Snancial strength ratang'of Al is down from the average Aa2
Istructunng, exceeds the compa- 13-to-1 for comparable companies New York consulting firm THere 6 ratmg 'of 1990, it is sbll'at the hlgh end of the "dood" ca*gozy, th# '
s $837 milhon loss for all of Although ltS capital adequacy ra- are other acquisitions a foreign in- , , agency noted '
92 tnos are declming, thd company is surer could make that are "less However, "we am concerned about the mgnihcant egiosure of thd'mi '
The ratmgs agencies have taken adding premiums faster than ltS fraught with danger" than a Conti- ' . dusty to mortgage-backed secunties -and the impact that a volattle
)te peers, "probably at pncing levels nental investment would be, he said i interest rate· environment wlll have on ceitain insurers," Mr Riege

%%A M Best Co m June placed the that are Inadequate m the first If not a foreign company, there lS . adaed , ,
mpany's A- ratmg under review place," said Mr Ward speculation that aUS Emancial ser- . 1Beyond the medium-term, Moody's, outlook on the' hfe indudtry is

j)servers say Continental made Efforts to tnrn eXpenses at Contl- vlces flrm Or Investment group :, "somewhat riegative," the rating agehcy says '
borne Of its cost-cutting moves, m- nental are seen by some outmders as could make an offer for Continental ' I ' U S.' Me insurers sbll face pressuies that could erode their lond terni ' 9
clidmg ellminattng its dividend, m inadequate Market observers who consider : prospects m several mdustry segments
palrt to forestall a downgrade by "The management' has been too this a possibility say a model for , The group 11fe/health segment forexample, is facing'undertainty over · :
Bdst slow by some standards m cuttmg such a deal could be Travelers Inc ' the outcome of health care reform ,

Standard & Poor's Corp in July expenses and cuttng payrolls and under the leadership of Sanford I "The nsk, exists that health care reform,wlll,rEstnet,premium in-
placed the company's AA-claims- eliminating departments," said Rob- Welll, who led the purchase of Trav- creases, benefit payments (and) underwntlng abilities , leading to com-
paylng ability rating on Credit- ert Branche of the Branche Re- elers Corp by Pnmenca Fmancial t presmon of profit margms," Mr Riegel said
Watch with negative imphcations search Group in Momsvule, Pa Services Inc 2 , .Consohdation will. continue m thls segment, and the survivors wlll

Both of the ratlng agencies cited "The only way I would really fault "I'm sure there are a number of r 'have to hkve strong managed care networks alnd systems capabilibes as '
poor flrst-quarter results, Including Jake (Mascotte) lS he was really too people of his ilk who would con- well ah bgnificant capital available for new mvestment, heobserved .
declming statutory surplus. Statu- gentle with the cutbacks He went sider that land of play," said Mr Meanwhile, the group and mdividual asset accumulation segment-
tory surplus fell 10 9% m the first m with a scalpel instead of a Moat "They're m the bumness today mcludmg Abrement savings and asset managemeht business--is facing
quarter to $1 74 billion from $195 butcher lanfe and can raise money and are not staffer competttlon from banks, mutual funds and other financial'instl- .t

bilhon at year-end 1993 The figure Continental did avoid the mistake afraid of the management changes - tuttons, Moody's notes
rebounded only shghtly in the sec- of cuttmg indiscriminately, said Mr that can be made " Life insurers are at a compet®ve disddvantage in thls,lme, Bven
ond quarter to $1.75 bilhon Branche, but "I would have ex- "There's no way to predict what other instatuttons' wider distnbution systems and lower costs While ,

S&P attributed the drop to catas- pected, and certainly Wall Street ex- type of' company lt would be," said some new products-Lsuch as' separate account guaranteed Investment' ,
trophe losses, loss reserve strength- pec:ted, to see results much earher" James Ramenda, an analyst with contnicts rand vanable anhuittes-have all but elimmated inurers'-in-

enmg, charges related to the restruc- Despite its perceived failings, Northington Partners-in'Avon, ' vestment nski profit margms have also become slimmer, Moody's obi
tupng, and reduced capital gains Continental might be seen as a good Conn I refemng to potential Contiu serves

NIoody's Investors Service Inc last vehicle for a foreign company to eg- nental mvestors 5 Insurers' are'als6' facing an 6*ing stagnant market for 'inclivjdG1,
month placed the company's proper- ter the Umted States market *54- "I think it could,be a fely wide bfe products'«and ddwnsizing and consolidation 16 this segment of bd '
ty/casualty subsidianes' AZ finan-

"Foreign insurance companies range, from purely financial mves- ' -mdustry wnll'contmue, Moody's predhets. ' ' '
cial strength ratings under review have not had the best of records m tom, maybe, to foreign companies
for possible downgrade along with some of their property/casualty ac- that have strategic interest in the For mformatton on obtammg a copy of the study, contact Moody's In-
its Baal senior debt ratings quisitions (in the US) but, even af- U S, or maybe other US compa- vestors-Sennce Inc, Colporate Market:ng'Deptirtment, 99 Church Sti,

What accounts for Contmental's ter saying that, my feelink is it Cer- mes, either property/casualty. com- New*York,NY· 10007; 212.553-1658. , 6
lackluster performance? tainly is a desire for foreign players panles that want -to expand their =
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Capital
Continued from page 2
out the approval of current mem-
bers.

John Charman, underwriter of
syndicate 488, Lloyd's second-big-
gest syndicate this year, and chair-
man of Charman Underwriting
Agencies Ltd., was the focus of
members' anger recently as mem-
bers learned of his plan to intro-
duce new corporate capital, seem-
ingly at the expense of his current
members (BI, Sept. 12).

Leading members agents say
that Mr. Charman, under pressure
from them and the Council of

Lloyd's, has watered down his
proposals. Mr. Charman was not
available for comment last week.

Lloyd's refused to comment on
whether it will allow Mr. Charman

to go ahead with his amended
plans.

Lloyd's new guidelines state
that:

• Single-member corporate syn-
dicates that are run parallel to tra-

ditional syndicates will be permit-
ted beginning in 1995. "Stand-
alone" syndicates created solely
for corporate members are "likely"
to eventually be permitted.
• Dedicated members with a

reasonable spread of syndicates
and risks underwritten will be al-

lowed, and will be given new sol-
vency ratios depending on the va-
riety of business in which they
participate.
• "Priority" will be given to

plans to facilitate the transfer of
individual members to corporate
status.

• Corporate members, including
insurance companies, will be al-
lowed to acquire up to 100%
shareholdings in managing agents,
up from the current ceiling of
25%, under new rules planned for
June 1995.

• Managing agents will be al-
lowed to increase the level of in-

vestment on syndicates by corpo-
rate members, currently fixed at
50% per syndicate and 25% per
investor. The guidelines do not ad-
dress the amount of the increases.

Each of these proposals were
tempered with caveats designed to
accommodate current members

and their members agents.
"New corporate proposals must

adhere to the following basic prin-
ciples: the position of existing
members must be protected; mem-

bers must not be forced off a syn-
dicate or into a form of investment

against their will; schemes, some
element of which is contrary to
(the former) can only proceed if
approved in writing by members
agents/direct members represent-
ing a majority of the syndicate's
capacity," stated the guidelines.

On the day Lloyd's published
the guidelines, Cater Allen Syndi-
cate Management Ltd. announced
that it had secured up to 40 mil-
lion pounds ($62.4 million) of new
premium capacity backing for
syndicate 190 from Liberty Eu-
rope.

Richard Hazell, former under-

writer for syndicate 190, who was
succeeded by John Wetherell, is
chairman of Liberty Europe,
which has offices in the Lloyd's
building.

Cater Allen plans to set up a
separate managing agency to man-
age 190. Liberty Mutual will take
up to a 25% stake in the new
agency and is expected to invest
more once the new rules on agency

ownership are in place.
Syndicate 190, one of Lloyd's

leading underwriters of U.S. prop-
erty and casualty business, has
suffered a dramatic loss in mem-

bers agency support over the last
few years, falling to 33 million
pounds ($48.8 million) of capacity
this year from a high of 175 mil-
lion pounds ($327.3 million) in
1991. The new cash will stave off

syndicate 190's possible collapse.
Additional capacity will come

from current members, but they
are not expected to commit more
than 10 million pounds ($15 6 mil-
lion) above the 40 million pounds
from Liberty Europe.

Cater Allen Chairman Robin

Gilkes said Cater Allen still in-

tends to raise capital, mainly from
U.S. investors-including syndi-
cate 190 policyholders-for a dedi-
cated vehicle to invest in syndicate
190 and its other syndicates. Cater
Allen officials are in the United

States this week to confirm com-

mitments from backers (BI, Aug.
8). IN

Lloyd's clears solvency test,
now going after members' debt

LONDON-Lloyd's of London is forming a new debt collection
department to go after foot-dragging members.

The new Financial Recovery Department is expected to streamline
and accelerate collection of outstanding debts estimated at 1.34 bil-
lion pounds ($2.03 billion).

Chairman David Rowland said on Friday that since June, when
1991 results were unveiled, members have paid roughly 1 billion
pounds ($1.56 billion) of outstanding debts, of which 400 million
pounds ($624 million) represents the 3% credit against next year's
profits and stop-loss recoveries.

Mr. Rowland also said that, contrary to the claims of some dissi-
dent members, Lloyd's is technically solvent. He conceded, however,
that this year's solvency test had proved a struggle for the market
because of the uncollected debt.

He said that the total assets of all members are insufficient to

meet the total amount earmarked within the Central Fund as un-

paid debt.

To clear the solvency test, the society accounted for about 180 mil-
lion pounds ($280.8 million) worth of double counting as an asset
and was again forced to use the Lloyd's building itself as an asset.

Lloyd's hopes the new debt collection department will prevent a
similar cash flow problem from arising next year. The new depart-
ment will replace the Members' Hardship Committee. Members,
though, will still be able to apply for hardship relief from their obli-
gations.

"Names who are unable to meet their liabilities will be treated

fairly and equitably. The department will, however, take a much
more active and positive role in relation to those names who can but
have so far been unwilling to make payments in respect of their lia-
bilities. This will .benefit the Society as a whole," Mr. Rowland
wrote in a letter to members.

-BY Adrian Ladbury and Stacy Shapiro

Florida health reform

Medicaid waiver frees subsidy plan
TALLAHASSEE, Fla.-The fed-

eral government last week waived its
Medicaid rules in Florida so the state

can impose managed care require-
ments on Medicaid recipients and
use the savings to help low-income
citizens buy health insurance.

If the plan is approved by the
Florida Lkgislature, it would be an-
other significant incentive for small
employers in the state to offer health

coverage to their workers, according
to a spokesman with the state's
Agency for Health Care Administra-
tion. The ACHA administers a state-

wide program implemented earlier
this year under which businesses
with 50 or fewer employers can join
Community Health Purchasing Alli-
ances that collect rate and other data

on state-certified health plans.
Under the five-year waiver of

Medicaid rules, Florida now can re-
quire-rather than ask-its 1.5 mil-
lion Medicaid recipients to obtain
care in managed care settings.

As part of the agreement, the fed-
eral government will not reduce its
annual funding levels despite ex-
pected Medicaid savings. Therefore,

the state expects to save $3.2 billion
in federal Medicaid funding as well
as $2 billion more in state funding
over the five-year period.

The Medicaid waiver allows the

state to use the federal savings to
help individuals and families who
earn up to 250% of the federal pov-
erty level obtain health insurance.
Florida estimates it will be able to

subsidize health insurance costs for

1.1 million low-income citizens.

At most under the subsidy pro-
gram, monthly health insurance
costs would be $78 for a family of
four and $50 for an individual, the
state estimates.

Though the subsidies will be di-
rected to the uninsured, the state fig-
ures they will give small firms a
greater incentive to offer health cov-
erage. With the subsidies, small
firms could obtain coverage and pay
only the $50 to $60 they have said
they could afford to pay monthly for
each worker.

"It will be very difficult to use
costs as an excuse not to get cover-
age," the ACHA spokesman said.

-By Dave Leickus

Art Blumeyer
out on bond

after judge
declares mistrial

ST. LOUIS--Former Bel-Aire

Insurance Co. owner Arthur A.

Blumeyer III was released on
$250,000 bond and ordered to

wear an electronic monitoring
bracelet after a judge threw out
his February fraud conviction.

U.S. District Court Judge Jean
C. Hamilton declared a mistrial

Aug. 30 in the prosecution of Mr.
Blumeyer and co-defendant John
W. Peckham Jr. after finding that
a juror had discussed the case with
a lawyer friend during the trial.

Federal prosecutors are appeal-
ing the mistrial order to the 8th
U.S. Circuit Court of Appeals, but
a decision is not expected until
next year.

A federal jury found Mr. Blum-
eyer guilty of 27 conspiracy, fraud
and money laundering charges.
The jury found that he used a se-
ries of bogus insurers to defraud
policyholders of more than $43.5
million (BI, Feb. 14).

-BY Douglas MeLeod

Updates -

Cowboys lose comp case
Continued fTom page 2

The Cowboys originally filed suit in Dallas in January, a move the
judge characterized as an attempt to circumvent the California work-
ers compensation authorities. The NFL Players Assn. responded by
bringing an action before the Workers Compensation Board in Santa
Ana, where the players had originally filed for benefits. They have
also filed for dismissal of the Texas suit, according to Richard Ber-
thelsen, general counsel for the NFL Players Assn.

A Cowboys spokesman said the team might appeal but is waiting to
see how the Texas judge rules.

The players received about $1 million from Travelers bsurance Co.,
National Union Fire Insurance Co. of Pittsburgh, Pa., United States
Fidelity & Guaranty Group, Insurance Co. of North America and In-
dustrial Indemnity Co., Mr. Berthelsen said. He added that attorney's
fees will amount to about $150,000. The payments stem from injuries
dating back to the mid-1980s, before Mr. Jones bought the team.

The 10 former players are Gordon Banks, Benny Barnes, Douglas
Cosbie, Douglas Donley, Michael Downs, John Dutton, kroy Hill,
Philip Pozderac, Donald Smerek and Glen Titensor.

Blue Cross to shed $2 billion
SACRAMENTO, Cllif.-Attempong to resolve a long-running dis-

pute, Woodland Hills-based Blue Cross of California announced it
will divest itself of more than $2 billion in assets as part of a plan to
become a for-profit corporation.

The plan was outlined in documents submitted to the California
Department of Corporations, which must approve BCC's plan to con-
tribute the assets to a new health foundation.

In January 1993, BCC spun off its managed care operations and
other product lines into for-profit WellPoint Health Networks. BCC
sold 20 million shares of WellPoint stock to investors and retained 80

million shares, valued at more than $2 billion.

When California non-profits switch to for-profit status, they usually
have to donate their fair value to a charitable foundation. BCC, which
itself remained a non-profit entity, agreed to donate only $5 million a
year to charity for 20 years and to make $100 million in donations
this year, which drew fire from legislators, consumer groups and Cali-
fomia regulators (BI, June 14, 1993).

Briefly noted
A New Mexico state court judge reduced the punitive damages Mc-

Donald's Corp. must pay Stella Liebeck, 81, who burned herself with
McDonald's coffee, to $480,000 from $2.7 million. Compensatory
damages of $160,000 were unaffected....An interstate banking reform
bill that raises the standard of misconduct for which federal regula-
tors can recover monetary damages from officials of failed savings in-
stitutions passed the Senate last week. The Resolution Trust Corp. op-
posed raising the standard, saying it would lose about $200 million in
recoveries from failed thrifts annually (BI, Aug. 1)... .General Motors
Corp. cannot alter current health benefits or copayments for a group
of early retirees while the company appeals a federal court ruling that
GM must provide free lifetime benefits, the 6th U.S. Circuit Court of
Appeals ruled (BI, Aug. 1)....The House Education and Labor Com-
mittee this week is expected to vote on legislation to make clear that
former pension plan participants who become covered under an an-
nuity policy after their employer terminates their pension plan, would
retain the right to sue their employer for fiduciary breaches relating
to the purchases of the annuities. The measure, S. 1312, was unani-
mously passed by the Senate last year... .Proposition 186-Califor-
nia's proposed single-payer initiative (BI, May 9)-drew only 23%
support in a Los Angeles Times poll last week....A temporary 6% in-
crease in California auto insurance rates was approved for earth-
quake-troubled 20th Century Insurance Co. and its affiliate, 20th
Century Casualty Co. The 6% rate hike will automatically fall to 3%
once the company's premium-to-surplus ratio reaches 3-to-1 for a pe-
riod of two months... .Stockton Reinsurance Ltd. of Bermuda, a new
finite risk reinsurer run by former Centre Reinsurance (Bermuda) Ltd.
underwriters Richard Black and Michael Cascio, is up and running
(BI, Aug. 15). Previously, the company had not been named....A new
American Tort Reform Assn. study says that by the end of this year,
plaintiffs attorneys probably will have contributed at least $20 mil-
lion to state political candidates in Alabama, California and Texas
since 1990. . . .New York City police have arrested six people in the
$1.9 million Tiffany & Co. robt)efy, including a Tiffany security su-
pervisor and the TiEany guard who initially told police he was ac-
costed by two holdup men on his way into the building. Of 457 items
stolen, police had recovered 255 by late last week (BI, Sept.
12). . . .mI Group has put its financial services subsidiary ITr Finan-
cial Corp., which took $1.44 billion in 1993 gross revenues, up for
sale. rIT Financial units include Lyndon Insurance Co., which sells
surplus relief reinsiirance. On the news, Moody's Investors Services
put rIT Financial's commercial paper and debt ratings under review
with direction uncertain...The United Rubber Workers has filed suit

in U.S. District Court in Nashville to block an effort by Pirelli Arm-
strong Tire Corp. to cut off health cam benefits to a group of 2,100 re-
times....H.R. 995, a bill passed by the House of Representatives last
week, would require employers to make retroactive profit-sharing
and 401(k) contributions for returning military veterans (BI, Nov. 11,
1993). . . .President Clinton last week signed broad anti-crime legisla-
lion into law that for the first time creates specific federal penalties
for insurance fraud (BI, Aug. 29, Aug. 8).....Blue Cross & Blue
Shield of Michigan will be the new owner of the Accident Fund of
Michigan after its $291 million cash bid survived a challenge from an
employee group last week (BI, June 20)... .Maryellen Waggoner has
been named deputy insumnce commissioner in Colorado, replacing
Jack Ehnes, who was appointed insurance commissioner in February.

-.
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Superfund twe caps within the $188 milhon coverages would not be subject to the EIRF
"We entered mto the negottations with the tax It also gives the secretary of the Treasury Bi Insurance Index

admmistratton and (the other parties) pnmanly the power to extend the prospect:lve tax to hnes 1.030
Continued frompage l because of the onerous nature of the Ways and of insurance not speciftcally named m the bill

Despite praise for the tax compromise before Means blll Our rough sense was the taxes lt "to allow the secretary to respond to changes m
the Senate Finance Committee, Mr Nutter would produce were at least twlce and maybe the construction of the hnes" so that insurers 1.010

stressed that the RAA is not endorsing the three times higher than the probable habillties do not attempt to reclassify coverages intended
EIRF concept and is unlikely to do so In fact, based on market sham of what the companies to be taxed
the RAA's support for the new tax proposal is had It was essential that even without support- Other than the revelation of the new EIRF 990

contmgent on reinsurers belng taxed ata rate mg or oppomng the EIRF, that we undertake tax framework, last week's Fmance Committee
comparable to that levied on pnmary and ex- efforts to correct what we viewed as an inequi- hearng on S 1834, the Senate's Superfund re-
cess insurers, he said table tax," said Mr Nutter form bill, contained few sinpnses

H R 3800 would saddle minsurers with an Mr Nutter said the Ways and Means minsur- "Thls legislation comes to us late m the year,

;codecTr1erspecof- Nmp=lus*Z 15ZZCL *che4 950

tlve tax rate of 0 37% on pnmary and excess that pool due to msolvent or defunct compa- NY, who gave his witnesses a pohte, even
insurers (BI, Aug 22) Pnmary insurers, nies, regardless of whether they were foreign or courtly, hearmg 930

though, would also have to pay a prospectlve domestic But Sen Charles Grassley, R-Iowa, raised the
tax on premiums yet to be written to pay for "Ozir obiections were 10 part that it was the question as to whether an insluance mdustry
the EIRF prtmary companies that chose to do bustness consensus on the EIRF did mdeed exist "Ble're

The Senate Finance Committee has yet to with those companies, fomign or domestle, that sbll a long ways from consensus," said Sen Base = 100 on Dec 29,1978

hammer out specific tax rates for its version of are no longer here, who may not be able to pay Grassley Like Sen Moymhan, he pointed to souze Nommy Intemational Inc
EIRF fundmg or who are able to manipulate their way the rapidly contractlng legislative calendar as a Insurance stocks rose last week, as the

The EIRF is designed to reduce htigation be- around thls tax We viewed it as largely a pmb- concern for pasmng a Superfundblll Business insurance Index gained 5.8 points to
ween insurers and pohcyholders for Superfund lern of collections from the offshore reinsurance And, as ifto prove Sen Grassley's pomt, the 1,015.7 Sept. 16 from 1,009.7 on Sept. 9. Ad-
:leanup Pmmium taxes on a variety of habillty market," he said day's fmal witness stressed that the divisions vancing issues were led by: Se,bels Bruce
·overages wntten by insurers and reinsurers With the new framework, "we have gone within the industry are mdeed conmderable Group, up 11.1%; FHP International, up 9.7%;
vould raise $810 milhon per year for 10 years from an undefined nsk of non-collectton to a Howard E Steinberg, senior vp and general and Harleysville Group, up 7.5%. Declining is-
o fund the EIRF Pollcyholders could receive a very specihcally defmed risk of non-collection counsel of Reliance Group Holdmgs Inc m sues for the week followed: E.W. Blanch Hold-
ortlon of their costs for cleanmg up Super- with a cap," he said New York, spoke on behalf of the National inga Inc., down 5.5%; Tok,0 Marine & Fire,
und sites in return for agreeing to drop all ht- Mr Nutter said the RAA's analyms of domes- Assn of Independent Insurers and the National down 4.1%; and Humana Inc., down 3.8%. The
atton agalnst thelr Insurers tle remsurers' share of remsurance prermums Assn of Mutual Insurance Cos Both trade most active issue was ITT Hartford Group, 7.6
Under the complex formula for fundmg the wntten for the llnesof coverage subject to the groups adamantly oppose the EIRF m ltS million shares traded. The 8/ index rose 0.6%;

}IRF, reinsurers would pay a purely retrospec- EIRF tax is about 45% to 48% of the total present form the Dow Jones 30 Industrials gained 1.5%; the

ve tax on premiums wntten dunng the penod Mr Nutter st:rgsed, however, that the RAA's The NAII has offered a counterproposal to NYSE Composite increased 0.5%; and the
968-85, while pnmary insurers would pay a support for the new Emancing framework 15 fund an EIRF based on two new corporate en- Standard & Poor's 500 rose 0.6%.
xnbmation of retrospectwe and prospectlve "conditional on an acceptable tax rate " He vironmental taxes apphed to certain property/
xes as well as a fee based on settlements said the RAA wouldn't know what the revised casualty msurers (BI, Aug 1) NAMIC an- British Issues
tade through the EIRF tax rate would be until the Finance Committee nounced at the heanng that it would support
The new framework for the EIRF tax was votes on the blll, and no date has been set for the NAII proposal if an EIRF becomes law

Sept. 15 Price P/E· Div * Yield 1 week
Companies pence pence % high-low

44

ammered out durmg a senes of discussions at the markup Most of this countly's 3,000 msurance com- Comml Union 527 168 31 0 59 549-527

ie White House that ended less than 24 hours "The tax rate is cntlcal because all we're panies" don't have Superfund ecposures, said Gent Accident 561 11 2 34 4 6 1 566-558

dom last Wednesdafs heanng before the seelang is equity and if the tax rate is too high, Mr Steinberg Only large commercial msurers Gdn Royal Exch 189 120 95 50 192-186

mate Finance Committee that would undermme our support for the com- would beneflt from the EIRF m its present Independent 268 8 7 104 39 268-265

Royal 287 125 94 33 290-281

In additton to administratton representabves, promise," he said form, he said
Sun Alliance 323 145 184 57 333-313

irticipants mcluded the Remsurance Assn. of Mr Nutter also cautioned that support for "This is a thmly disguised forced ballout" of Brokers

menca, the Amencan hisurance Assn, Amen- this partacular tax framework does not mean a few insurers, he said "What you have before Bradstock 100 11 2 69 69 100-100

n International Group Inc, Chubb Corp and that the RAA is suppoding the EIRF concept you is an unfair, government-mandated wmd- Fenchurch 155 121 90 58 155--155

pmsentatives of I,loyd's of Inndon and other "We didn't mtend that to be the case, we felt fall " If the NAII's funding proposal isn't CE Heath 284 102 200 70 288-284

itish Insurers our ox was being gored by Ways and Means adopted, the Superfund blll should be stnpped JIB Group 137 120 94 69 139--137

Under the new framework, remsurers' collec- and we were tying to correct that " of the EIRF provisions and passed on the mer- LloydThmpson 171 116 84 49 171-171
Lowndes Lmbrt 198 125 94 47 198-198

,e share of the EIRF tax would be capped at Although the compromise dealt m large part its of its remammg cleanup provisions, said Mr Nelson Hurst 153 150 70 46 154-153

88 milhon for each year of the EIRF's pro- with the treatment of reinsurers, it also clears Stemberg PWS Holdings 43 N/M 25 58 44-43

·ted 10-year hfespan rather than the $200 up a few other potentially controversial matters After Mr Steinberg's often passionate test- Sedgwick Grp 164 18 3 75 46 171-164

ilion cap under the Ways and Means vermon m the Superfund reform package mony, an obviously amused Sen Moynihan Steele,Nones 124 N/M 113 91 124--124

addition, the tax liabilities of domestic and For example, the compromise spells out that noted "ambiguity is not one of your faults" and
Willis Corroon 154 14 1 83 54 158-154

eign minsurers would be subject to respec- premiums from fmancial guarantee and fidellty brought the heanng to an end EI' Source Philip Olsen, London ' Actual 1993 figures

B Industry Stock Report SEPT. 12,1994, THROUGH SEPT. 16,1994

Weekty Year to date Annual MlrUBk Weekly Year to date Annual M./Bk

BROKERS Price % change % change High Low Vol (000) $ Div % Yield P/E Book value value Pnce % change % change High Low Vol (000) $ Div % Yield P/E Book value value

Acordia Inc NYS 2700 226 964 28 75 21 00 14 060 222 14 10.22 2 64 NAC Re Corp NDO 2625 -094 9 87 37 00 24 00 315 0 16 061 14 19.24 136

Alexander & Alexander NYS 2038 000 2.52 2363 1400 332 0.10 049 157 6.73 3 03 National Re Corp NYS 2650 140 13.47 35 13 23 50 158 0.16 060 10 17.51 151

E W Blanch Holdings Inc NYS 21 38 552 23.02 2350 1575 30 032 1 50 19 4.10 521 Navigators Group NDO 1750 256 5000 3900 1600 28 000 0.00 7 1699 1.03

| Gallagher Anhur J & Co NYS 33 63 1 51 594 37.13 28.13 39 088 262 18 7.52 447 Nobel Insurance Ltd NDO 8.25 3.13 8.20 863 663 16 020 242 5 684 121

Hilb Rogal & Hamilton NYS 1213 000 762 1463 1113 20 048 396 16 4.51 269 NWNL Companies NYS 31.00 -080 -4.62 3875 2700 770 0.90 290 11 2397 129

| Marsh & McLennan NYS 7963 334 215 9050 7700 803 290 364 16 16 76 4 75 Ohio Casualty Corp NOQ 32.00 240 039 3575 2650 276 146 4.56 13 2384 1.34

Poe & Brown NDQ 1975 307 9.72 2275 1688 57 040 203 14 3.02 6 54 Old Republic Int I NYS 2163 1.14 389 27.50 21.25 291 048 222 8 23.57 0.92

 BROKERS AVERAGE 18 42 24 Onon Capital Corp NYS 3250 0.76 526 3631 28.63 44 0.80 246 9 27.43 118
9

Partnerre Holdings Ltd NDQ 21.19 2.11 259 2350 1850 413 0.40 189 18 NA NA

INSURERS/REINSURERS Penn America Group Inc NDQ 725 333 5.69 950 650 112 000 000 8 621 117

ACE Ltd NYS 2500 309 1803 3500 2275 148 044 176 33 2874 087 Phoenix RE Corp NDO 26 75 3.17 2.73 3775 1850 402 030 1.12 7 1999 134 +

i Acceptance Insurance Cos NYS 1488 085 27.96 1563 1113 132 000 000 14 965 154 p,ovident ble NYS 2875 000 9 09 , 31 88 24 38 83 1.04 362 11 2638 109

AEGON N V NYS 5613 -088 2.51 5950 4600 37 294 523 10 3471 1 62 Re Capital Corp NDO 1250 000 -826 1550 1225 1 032 256 12 1688 0.74

Aetna Lite & Casualty NYS 4863 104 1929 6625 4775 2954 276 568 7 71 84 063 Reliance Group Holdings NYS 625 1.96 1935 1038 488 493 032 5.12 11 4.22 148

11 Allied Group Inc NDO 2925 1 74 1700 3275 2275 17 060 205 7 10.45 2 01 RU Co,P NYS 22.13 057 1729 27.75 2063 13 060 2 71 43 2291 097

i Allmenca Prop & Casualty NYS 17.00 1.45 21 08 22.16 1425 135 0.16 094 11 5697 030 St paul Companies NYS 4175 152 -696 4900 3769 911 150 359 9 57 84 0 72

Alistate Corp NYS 2588 143 1303 3425 2263 1327 0.72 278 16 1843 140 SAFECO Corp NDO 5400 270 114 6575 4850 745 196 363 10 41.59 1.30

J American General NYS 2875 1 29 0.88 3475 2488 1731 1.16 4 03 22 22.09 130 SCOR U S Corp NYS 1200 213 -495 1688 1013 14 036 300 8 1608 075

linerican Heritage L,fe Ins NYS 1863 132 000 22.13 1650 14 066 3 54 11 1242 1 50 Se,bels Bruce Group NDO 313 1111 7857 3.50 0.31 241 0.00 000 7 190 1 64

American Indemnity/Fin I NDO 1163 449 1058 15.25 1000 18 024 206 5 16.18 072 Selective Ins Group NDO 2700 286 1074 3100 2300 86 1.12 415 10 23.11 117

American international NYS 9225 1 79 4.68 99 88 81 75 2441 046 050 15 45.25 200 Sphere Drake Holdings NYS 1538 -081 -682 21.63 14 63 17 012 078 7 1217 1.26

American Re Corp NYS 3175 160 1239 35.75 23 50 160 000 000 16 1480 2.15 Statesman Group Inc NYS 1550 081 2400 1550 10.25 298 010 065 6 865 179

Aon Corp NYS 3413 036 609 37 66 30 00 368 1.28 3 75 11 3310 103 TIGHoldings N¢S 2063 1 23 -884 2800 17.25 405 020 097 18 1849 112

Argonaut Group NDQ 3000 000 1.64 35.00 26 25 143 1.16 387 9 2765 108 Titan Holdings Inc NYS 925 278 1494 1250 7.75 54 028 303 8 893 1.04

AVEMCO Corp NYS 1588 079 1533 21.25 1375 49 044 277 12 813 195 Tokto Marine & Are NDQ 5800 -4.13 7.41 66.00 49 25 29 041 070 57 72 1.00

Baldwin & Lyons Inc NDO 1525 083 2.52 1625 1375 19 0 24 1 57 9 12 59 1 21 Torchmark Corp NYS 4300 4.56 3.91 5938 3675 870 112 260 11 1735 2.48

Berkley W R Corp NOO 3625 -068 10.69 46.25 32 00 904 0 44 1 21 17 28 12 1 29 Transallantic Holdings NYS 51.50 1 90 3.51 5875 4538 58 036 070 13 2960 174

Berkshire Hathaway Inc NYS 1880000 1 05 1516 19750001515000 0 000 000 26 8115 28 232 Transnational Re Corp N[)0 2200 -330 18.52 2700 0.13 328 000 000 17 NA NA

Capital RE Corporation MYS 2400 549 4 80 2750 1850 28 020 083 9 21.66 111
Travelers Corp NYS 3500 2.10 9.97 49 50 31 00 2110 060 1 71 8 3335 1.05

Capsure Holdings Corp NYS 13.00 000 370 1725 1225 16 000 000 12 1308 099
Trenwlck Group Inc N[)0 3925 064 129 47.75 33 25 84 1 00 2 55 14 26.00 151

Chubb Corp NYS 71 63 0.53 490 8838 7050 1191 184 2.57 25 46.59 154 United Fire & Casualty NDO 4100 000 1389 44 00 36 00 0 108 263 9 2896 142

CIGNA Corp NYS 6363 1 36 059 74.00 57 00 636 3 04 4.78 13 7823 081 Unitin NDO 4850 052 14.12 51 50 38.50 161 160 330 34 3890 125

CNA Financial Corp NYS 6175 123 21 59 8850 6000 93 000 000 16 7792 079 UNUM Corp NYS 49.75 076 524 58.00 43 00 975 0.96 193 12 2755 1.81

Continental Corp NYS 1488 246 4615 3300 14.13 1481 000 000 ·65 3899 038

EMC Insurance Group Inc N[)0

US Facilities Corp NDO 1206 -052 1.58 1463 8.25 28 0.00 000 16 10.48 115

925 5 71 263 10.25 850 9 0.52 562 10 NA N A USFaG Corp NYS 1375 092 909 17.88 11.69 1162 0.20 1.45 9 1060 130

Emphesys Financial Gr Inc NYS 3325 038 NA 34.13 21 25 169 060 1 80 9 NA N A USLICO Corp NYS 21.13 -059 2803 2400 1575 712 024 1.14 8 2522 084

EXEL Ud NYS 3913 1.57 1306 4788 3600 275 120 307 8 3381 1 16 USLIFECorp NYS 3500 1.75 968 45 75 34.75 125 124 354 8 41.73 084

Fremont General Corp NYS 25 25 146 4.66 28 25 2150 153 0 76 301 8 2340 108 Washington National NYS 22.38 170 7.73 2613 2063 81 108 483 8 28.40 0.79

Frontier Insurance Group NYS 31.63 -039 2792 37.50 25 41 66 048 1 52 15 1633 194 Zenith National Ins NYS 2450 151 1073 28.75 2063 85 1 00 408 11 17.71 1.38

Gainsco Inc ASE 913 139 139 1216 784 133 004 044 13 349 261 Zurich Reinsurance Centr NYS 2700 000 -4.42 3300 2425 41 0.00 000 56 24.41 111

General RE Corp NYS 107 25 -069 094 13000 101 75 1007 192 179 15 5554 1.93 INSURERS/REINSUAERS AVERAGE 04 26 23 109

Guaranty Nalional Corp NYS 1788 214 2.14 24 75 13 75 12 050 280 11 11.81 151

Harleysville Group N[)0 2500 753 1228 30 25 19 75 165 068 2 72 17 1835 136 HEALTH MAINTENANCE ORGANIZATIONS
Hartlord Steam Boiler NYS 4513 056 1.40 5338 4238 57 2.12 4 70 57 15 80 2.86 FHP International NDO 2975 968 14.42 29 75 1900 3309 000 000 17 11.43 260

HCC Insurance Holdings NDQ 21.50 337 661 2384 1500 43 000 000 16 10 75 200 Humana Inc NYS 22.38 -3.76 21.77 2350 12 13 4176 0.00 000 26 5.71 3.92

Home Holdings Inc NYS 963 548 4420 1850 838 58 000 000 1 1996 0.48 Pacificare Health Sys N[)Q 7675 623 10331 76.75 30.50 935 000 000 27 1115 6.88

ITT (Hanford Group) MYS 82 00 108 1063 9597 7863 7640 1.98 2 41 11 5711 1 44 Safeguard Health Enter NDQ 1050 500 1600 15 50 950 107 000 000 14 571 1.84

Kemper Corp NYS 6200 020 7282 6500 33.13 572 0 92 148 148 3898 159 Sierra Health Services NYS 2650 320 19.10 3075 1550 144 000 000 17 4.60 5.76

Uncoln National NYS 3800 1.00 11.63 48.25 35 50 1089 1.64 432 9 3253 117 United Healthcare Corp NYS 5400 0.47 4448 54.13 28 50 3015 003 006 39 1064 508

Markel Corp N[)0 41.50 119 779 44.50 3750 12 000 000 10 2468 1.68 U S Healthcare N[)0 4500 227 1739 4750 2766 4498 084 1.87 21 6.21 7.25

Mid Ocean Ltd NDO 2650 000 -6.19 34 75 24 13 130 000 000 14 2024 1 31 Wellpoint Health Networks ' NYS 27.13 1 36 1215 37 00 24 25 313 000 000 13 1094 248

Mutual Risk Mgmt Ltd NYS 2563 -097 1458 32 75 2113 153 028 109 15 571 4.49 HMOs AVERAGE 19 240 02 19

ALL COMPANIES AVERAGE 02 85 24 12

Sysiem design Nor*y International Inc
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