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Plaintiff strategy
may trim costs

of diet drug suits
Coordinated action sought in litigation

By JOANNE WOJCIK

The litigation strategy used
by plaintiffs alleging injury
from diet drugs recalled this
month could lead to an earlier

and less costly resolution of
product liability suits filed in
feder-

1 PaSids Who Have Used
1 Pondimirr**CM

i yelh Ayerst Labormorles

Wyeth-Ayerst ran ads in ma-
lor newspapers announcing
its voluntary recall.

al court, legal experts say.
Meanwhile, Wyeth-Ayerst

Laboratories, manufacturer of
one of the drugs, has appointed
a Harvard cardiologist to chair
an expert panel on issues relat-
ed to the popular diet drugs.
Dow Corning Corp. took a sim-
ilar step in 1992 when it hired
former U.S. attorney general
Griffin Bell to review the de-

velopment, production and
- marketing of silicone breast

implants.
Wyeth-Ayerst, a division of

Madison, N.J.-based American
Home Products Corp,, volun-
tarily removed Pondimin, or
fenfluramine hydrochloride,
and Redux, dexfenfluramine

hydrochloride, from the market
Sept. 15 after the U.S. Food &

Drug Administration released
new data showing that as many
as 32% of 291 people tested af-

ter taking either of the drugs in
combination with phentermine
developed heart-valve abnor-
malities.

Those side affects were not

found in either drug when the
FDA approved them for use in-
dividually.

Studies released in July by
the Mayo Clinic found that ei-
ther of the drugs, when used in
combination with phentermine,
may cause serious heart dam-
age. That combination of drugs
was prescribed to 18 million
Americans last year. The law-
suits allege that the company
began marketing the diet-drug
combination in the early 1990s
"as being safe for human use"
and having "fewer side affects
and adverse reactions than oth-

er methods of weight loss." The
combination was prescribed
until the recall.

So far, class-action lawsuits

seeking unspecified amounts
for medical monitoring as well
as general and punitive dam-
ages have been filed in federal
courts in seven states: Califor-

nia, Illinois, Georgia, New
York, Utah, Colorado and Ha-
wan.

Rather than seeking class-ac-
tion certification from federal

courts in each of those jurisdic-
tions, plaintiffs' lawyers last
week jointly filed an applica-
tion with the Judicial Panel on

Multidistrict Litigation in
Washington seeking to consoli-
date the lawsuits, being com-
monly called either Fen-Phen
or Redux cases.

Many of the plaintiffs
lawyers likely became familiar
with the MDL procedure after
having been exposed to it in
both the silicone breast im-

plant litigation against Dow
Corning Corp, and in the Nor-
plant contraceptive cases

against Wyeth-Ayerst. 1\(lost of
See Drugs on page 37
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Hawaiian firms win exemption
from reciprocal beneficiary law

HONOLULU-Some of Hawaii's largest
employers have reached an agreement with
the state that will exempt them from a law
that calls for health insurance benefits to be

extended to anyone an employee names as a
beneficiary.

The employers filed suit July 11 in federal
court to enjoin the state from enforcing the
portion of the new law that applies to health
benefits (BI, July 21). Employers argued that
the law, designed to extend benefits to do-
mestic partners, could force them to cover

See Updates on nert page

Sears will scale back

some reti ree benefits
By ROBERT KAZEL

HOFFMAN ESTATES, Ill.-Sears, Roebuck & Co.,
for decades known for the generosity of its employee
benefit plans, is cutting back.

The nation's second-largest retailer said last week
that employees who retire after 1999 no longer will
be eligible for the company's contribution to premi-
ums for a supplemental health benefits plan when
they become eligible for Medicare at age 65.

The plan provides prescription drug coverage, an
extremely valuable benefit to retirees, because Medi-
care does not cover drugs except to patients while
being treated in a hospital. It also provides some
home health care benefits.

In addition, life insurance for some retirees is be-
ing cut back. Retirees now get an average of $17,000
in insurance, Sears executives said. Those who re-

See Sears on page 37
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Hoffman Estates, 111.-based Sears says its retiree
benefits remain competitive in the retail industry.

Former UFG execs indicted

on charges of premium fraud
By DOUGLAS McLEOD

NEW YORK-Two years after
the collapse of broker Underwrit-
ers Financial Group Inc., three
former UFG officials and another

man are facing charges that they
diverted more than $18 million
from clients and premium finance
companies in a desperate effort to
keep the brokerage afloat,

A federal grand jury this month
returned an 82-count conspiracy
and fraud indictment against for-
mer UFG Chairman Donald Fer-

rarini, former Executive Vp Bruno
Rumignani and Everett Vieira, a
UFG-employed financial consul-
tant. Also named is A. Michael

Kagan, a former senior vp of one
of the defrauded premium finance
companies.

The indictment-which levels

varying charges against each of
the defendants-generally alleges
that they conspired to embezzle
client premiums and arrange
fraudulent premium finance loans
in the names of policyholders who
knew nothing about the loans.

Mr. Ferrarini and Mr. Ru-

mignani also are charged with de-
frauding UFG stockholders and
filing bogus financial statements
with the Securities and Exchange
Commission.

In a separate indictment, Mr.
Ferrarini also is charged with
bank fraud for allegedly lying to a
mortgage lender about support
and other payments he owed his
ex-wife. A New York bank loaned

Mr. Ferrarini $349,600 for a Man-

hattan apartment after he gave
the bank a doctored copy of a sep-
aration agreement that concealed

See UFG on page 30

Deregulation advances
NAIC defines buyers who will benefit from fewer rules

By MEG FLETCHER exempt from broader regulation. meeting of the National Assn. of
State insurance regulators also Insurance Commissioners, held

WASHINGTON-Members of are seeking comment by Oct. 15 last week in Washington.
the National Assn. of Insurance Regulators are expected to con-
Commissioners are struggling sider a variety of factors in defin-
with how to define insurance buy- ing what the draft now calls
ers sophisticated enough to be ex- IWIC "large commercial buyers," which
empt from various state law pro- states should exempt from form,
tections. on a more detailed and better or- rate and market access regula-

The regulators reviewing a pro- ganized draft of an NAIC position tions, according to the proposal.
posals for deregulation of com- paper on streamlining commercial Regulators also must define pa-
mercial insurance currently are insurance regulation. rameters for a second-tier of buy-
considering a two-tiered model, in The deregulation issue was dis- ers who would be exempt from
which one tier of buyers would be cussed during the fall quarterly See NAIC on page 28
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Hawaiian employers win battle
Continued from previous page
beneficiaries with no relationship to an employee. The employers' suit ar-
gued that Hawaii's law runs afoul of the federal Employee Retirement In-
come Security Act of 1974 that pre-empts state laws that relate to em-
ployee benefit plans.

A stipulated judgment reached last week with Attorney General
Margery Bronster does not address the ERISA merits of the issue. Instead,
the attorney general agreed to limit the state's interpretation of the law so
that it applies only to employees covered by traditionalindemnity plans,
said John J. D'Amato of the Honolulu firm D'Amato & Maloney.

Of 320,000 people covered by employer-provided health care plans in
Hawaii, only 1,800 are covered by traditional indemnity plans from in-
surance companies, Mr. D'Amato said. The vast majority are covered by
health maintenance organizations and a mutual benefit society.

The agreement received Court approval Friday.
"We wanted a timely resolution on this issue," Mr. D'Arnato said. "The

law is ambiguous. It is not vely well drafted, and we felt this could drag
on for a very long time."

Groups urge care standards
WASHINGTON-Managed care plans should have to meet legally en-

forceable national standards to assure that consumers receive health care

and that trust is restored to the health care system, according to a coali-
tion of three health maintenance organizations and two patient advocacy
groups.

In a "preliminaIy statement of principles for consumer protection," the
group laid out 18 consumer protection principles at a Washington news
conference last week. The principles include, among other things, that:
health care services are accessible 24 hours a day, seven days a week; in-
dividuals enjoy a choice of health plans; strong protections be in place
against improper exposure of individual medicalinformation; plans cov-
er emergency care; loss ratios be disclosed; discrimination be prohibited;
and health plans and provider groups should develop written standards
similar to those used by the National Committee for Quality Assurance
for hiring and contracting with physicians, other providers and health
care facilities.

"The principles are called'preliminary' because the health plans and
consumer organizations are continuing discussions about a number of is-
sues that are not included in this enumeration, including appropriate
mechanisms for member grievances and appeals and the appropriatelo-
eus for oversight of health plan standards," the group said in a statement
accompanying the principles.

The principles were put forth by the American Assn. of Retired Pensons;
Families USA; Group Health Plan Cooperative of Puget Sound; HIP
Health Plan of New York; and Kaiser Permanente.

The Blue Cross & Blue Shield Assn. responded to the call for legally im-
posed national standards by urging "decision-makers to exercise caution
in considering federal health care standards that would give the federal
government new and wide-ranging power over private sector health care
plans."

Flex plan guidance offered
HARRISBURG, Pa.-The state of Pennsylvania last week officially

confirmed that a broad measure signed into law in May exempts employ-
ees from being taxed on contributions made to flexible benefit plans to
cover their health care premiums and expenses.

"This sends a solid message to employers to get your systems changed,"
said Chip Kerby, a principal with Wirliam M. Mercer Inc. in Washington.

The guidance, provided on the state's site on the World Wide Web-
http://www.revenue. state.pa.us/start.hcm-makes clear that the law ex-
empts from the state's 2.8% income tax all major types of flexible benefit
plans, including premium conversion plans, flexible spending accounts
and plans that give employees a choice of applying credits that can be
cashed out or used to "purchase" health care benefits that employers give
certain values. The credits themselves would not be taxed if used to pur-
chase health care coverage, but they would be taxed if taken as cash.

While the legislation making these changes was enacted in May, some
employers awaited official guidance before making any changes to their
tax withholding systems. The law is retroactive to Jan. 1.

The change in law, though, does not apply to contributions for depen-
dent care, which are typically funded through employees' contributions
to FSAs. Those contributions still will be considered aftertax under Penn-

sylvania law.
The state is encouraging employers that have not already adjusted their

withholding rates to make the necessary reductions in withholding for the
remaining months of 1997 for employees to offset the over-collection of
taxes that have resulted from the law's retroactive effective date.

See Updates on page 38

Errors & omissions

•An iteminthe Sept. 22 issue about the proposed merger of account-
ing giants Coopers & Lybrand L.L.P. and Pnice Waterhouse L.L.P. did not
make clear that a joint risk management consulting venture between
Price Waterhouse and broker Sedgwick Group P.L.C. only operates in the
United Kingdom.
• Dow Corning Corp. has reached settlements with its insurers totaling

approximately $1.2 billion to respond to its silicone breast implant liabil-
ities. This figure was incorrectly reported in the Sept. 1 issue of Business
Insurance.

• Due to an editing error, information was omitted from the Gerling
Global Reinsurance Group listing in the Sept. 1 Directory of Worldwide
Reinsurers. The Specialties section should have read: "All classes of risks,
including financial reinsurance and financial products." In addition, Pe-
ter A. Gentile, President/CEO-Gerling Financial Products Inc., 212-745-
0741, was omitted as a contact.

Government seeks input
on COBRA guidelines

By JERRY GEISEL

WASHINGTON-Eleven years
after Congress passed the COBRA
health care continuation statute, a
federal agency is asking if it is
time to issue new regulations and
guidance on how employers
should communicate the benefit

to employees.
Last week, the Labor Depart-

ment issued a request for infor-
mation to help the agency decide

whether it should draft new rules

to "explicate" COBRA's numer-
ous notice requirements that kick
in when employees are hired,
when an event occurs that entitles

them to coverage and during the
period when they can elect CO-
BRA coverage.

In particular, the Labor Depart-
ment wants to know if it should

revamp a model notice issued
shortly after COBRA's enactment
in 1986 that employers can use to

explain COBRA benefits to newly
hired employees.

The department also is request-
ing comments on whether it
should prepare a second model
notice that employers could use to
explain to employees and spouses
their right to obtain COBRA cov -
erage after a qualifying event,
such as termination of employ-
ment, the death of an employee or
a divorce or marital separation.

See COBRA on page 36

:Junk science' case part
of thin business docket

By MARK A. HOFMANN

WASHINGTON-The Su-

preme Court will decide in
its upcoming term how

OURINRiEN*E f wide courtroom doors must
,?, .0 0657**41,f open to what some people
--«O@ eRLl have branded "junk sci-

14*1 ence."

7 > \ But General Electric Co.

us. Robert K. Joiner is one

of relatively few cases of
interest to employers carried over into the high
court's 1997-98 term. In fact, only about one-third of
the 48 cases accepted but not decided during the
court's last term involve business issues, pointed out
legal experts at two Supreme Court previews last

week.

Although the justices won't announce which addi-
tional cases they will hear until next week, they
probably will accept relatively few other cases for re-
view if they continue their practice of recent years.

In addition to the "junk science" case, other cases
the justices already have agreed to hear involve:
• Whether same-sex sexual harassment charges can

be brought under Title VII of the Civil Rights Act of
1964.

• The scope of the federal Age Discrimination in
Employment Act.
• Whether a company can be sued by a citizens'

group under the Emergency Planning and Communi-
ty-Right-to-Know Act if it complies with the act's re--

See Court on page 38

Mergers challenge NAPSLO
By JOANNE WOJCIK Assn. of Surplus Lines Offices Ltd. during an

.y•- interview that preceded a panel discussion ti-

ORLANDO, Fla.-Insurance industry consol- <r==*, tled "Mergers & Acquisitions: Good for the
idation is producing a mixed bag of opportuni- (0, .11 Industry."
ty for the surplus lines market. 111= -* The panel was featured during the annu-

Long-term relationships are being disrupted k- 1 - al NAPSLO conference earlier this month
as merging companies close and consolidate re- ' in Orlando, Fla.
dundant offices. , When your top four reinsurance brokers be-

At the same time, small companies that can move come one, there's a difficulty," observed Edwin M.
quickly may be able to capture the business of buy- Millette, president of TIG Reinsurance Co, in Stam-
ers who don't like dealing with megabrokerages. ford, Conn.

"There are going to be fewer suppliers and chan- Insurers that merge are likely to increase their net
neling partners to distribute the products through," retentions and buy less reinsurance, he added.
observed President Paul Springman of the National See NAPSLO on page 24

RIMS streamlining its staff
By MICHAEL BRADFORD

NEW YORK-The Risk & In-

surance Management Society
Inc. is slightly leaner after re-
cent staff cuts, but it plans to
add staff in new positions next
year.

The society recently trimmed
six support staff positions after
a review of its operations re-
vealed redundancies in a few ar-

Inside

*# Rhkand
1 ent
eas, explained Linda H. Lamel,
executive director of New York-

based RIMS.

In addition to the cuts, RIMS
has made a change in its general

• President Clinton is taking a prudent path in reforming

health care incrementally, but some administration ideas
are ill-advised, this week's editorial says. PAGE 8

• Hannover Reinsurance Co. will pay more than $139 mil-
lion for a large portion of Skandia International Insurance
Co.'s reinsurance books. PAGE 31

• Willis Corroon will take a 30% stake in the company to
result from the merger of Jaspers Industrie Assekuranz
GmbH & Co. KG and Wuppesahl & Co. PAGE 35
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counsel's office. Patricia Vaugh-
an, formerly associate general
counsel, was named general
counsel.

She assumes the title formerly
held by Paul Brown, who was
general counsel and director
of government affairs and le-
gal services. Ms. Vaughan
will report to Mr. Brown,
who remains in the gov-

See RIMS on page 35
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In* #Am&"Re,®r,
5* World's marine huil underwriters

waiting for their ship to come in
>ef By EDWIN UNSWORTH trol " 1996 to $1 24 billion from $1 22 billion

Figures compiled by IUMI from 42 in 1995 However, the combined ratio
Ap arine hull insurance responses of ltS 48 member national from alllines deteriorated slightly over

4 buyers may soon see marine insurance associations and re- the same period to 91 6% from 91 2%
an end to the bargain leased for the Peter Christmas, chairman of IUMI's
priced rates and IUMI first time at Ocean Hull Committee, wrote in the

terms they've enjoyed 1A AIBi the confer- annual report presented by the commit-
in recent years as WiCUKA j ence earlier tee to the IUMI gathering that hull

I. 6---1 speakers at tne International Union of 111 N this month in rates globally "have fallen rapidly and
1; I Marine Insurers' conference urged un- ibhrhR ng / Paris show progressively" since their peak in 1994

PHO C 'HOTOD C

derwriters to return to responsible un-  their com- His report said that based on the

Market seeks
derwriting and harder rates or face los- bined hull un- profit declared b> hull underwriters
ing money PARIS 1997 derwriting during these years and the general lev-

IUMI President Nicholas Adaman- premiums in els of reduction ir- price, "it is likely
tiadis, who is also a marine underwrit- 1995 were $4 97 billion, down 112% that on a gross basis, underwriters

anchor against
er with Athens, Greece-based Hellas from 1994 would generally return a loss in 1996 "
Insurance Co SA, opened the IUMI The New York-based American Insti- Mr Christmas, also a marine under-

conference with a warning that, "Since tute of Marine Underwriters produced writer with Lloyd's syndicate 735, also
last year we have witnessed competi- statistics showing that total U S ma- said in his report that despite this fall

rate declines tion that has gone a little bit out of con- rine net premiums improved again in See Hull on page 12

By MICHAEL BRADFORD Total losses hold steady... . . . while cost of losses

still risingmarine insurers are hoping that -49@Q,1996
risk managers won't decide to use 180 Estimated total losse i ons of dollars

a chaotic marketplace as leverage to 4 19905.
demand lower insurance rates $800
A "short-term concern is that risk man- E 160 I I 1

agers will use the combination of the ex-
L_

750-

tremely soft market, brokers' anxiety and market disrup- & 140
0

tion to further reduce their costs," said Richard J Deck-

er, vp and product line officer for CIGNA Property & Ca- #1*K
sualty's ocean marine unit in Philadelphia

./fl.

650
Such a move "would be shortsighted because to the E

extent actions like that weaken the business, we will not 2 100 . If 44
600 .

be able to provide the very necessary senices as the mar- 4'-Bt i r, +
':gms disappear," Mr Decker said dui ing a oresentaticn 0

at the Houston Marine Insurance Seminai earlier this '90 , '91 ,, , '92 ' ''93 -, *te',9,5,21 '96 11 '92 '93
month Source The Institute of London Undenvnters .4,,g,,+P(.4£4' Source The Institute of London Underwnters *Blestimate 5'3:99„7*f-Y ip:Risk managers are buying coverage from aUS market
marked bj intermediaries consolidating and cutthroat

GRAPHIC BY ADAM DOI GRAPHIC BY ADAM DOI

pricing, Mr Decker remarked, and some worry risk man-
agers may take advantage of eager brokers and insurers

Policyholders, meanwhile, are watching irsured values
rise as they scramble to add new equipmert to keep Lp Companies focus on oil shipping safety
with the booming demand for oil and gas

Offsnore drillers and oil service companies are seeing Higher rates, federal law have focused attention on risk managementgood times for a change, said C Russell Luigs,
president and chief operatng officer of By MICHAEL PRINCE But for Chevron Corp , safety goes ly Mr Hobbie said that since OPA

«JAN A Global Marine Inc in Hoiston back further than that Over the past passed, the cost of cleaning up a spill

7suMc Mr Luigs, who mada a separate%8 presentation at the Houston semi- and retentions earlier more than nine barrels of oil in any responsible parties now are liable for
nar, said the demand fir hydrocar- in the decade along year, said a spokesman for Chevron the government's cleanup costs
bon products is "beyond anything H

igher insurance rates 12 years, Chevron has not spilled has increased 600% to 700%, as the

with increased costs Shipping Co, Chevron's shipping The law requires new tankers to be
>*42ny,< we've ever seen " Excluding the tor- of cleanups and a subsidiary m San Francisco constructed with double hulls rather

mer Soviet Union, con:imption if 1990 federal law have Chevron's success stems not from a than the single hulls previously used
those products-oil, gas and natural gas prompted a heightened focus on loss one-shot effort but from continual Double-hulled ships have an inner

liquids-is up 30% over the past 10 years, te said "And control in the 011 shipping industry vigilance, said H D Millar, manager hull, within which sits the oil, built
that is a monumental number Thirty percert growth is a In the past few years, the oil ship- of risk management for the San Fran- 13 feet inside the outer hull
tremendous growth rate " ping indistry has placed "a greater cisco-based oil company Chevron currently has 12 double-

While increasing demand in the past could be met by amount of focus on loss control," not- The company will support a tanker hulled ships in its 36-ship fleet Four
"open-ng /alves," tapping existing stores )3 hydrocar- ed Paul Bartolo, vp of Center Marine crew's decision to put safety ahead of more will be delivered in the next
bons will not meet future needs, Mr Luigs said New Managers in New York, a hull under- a rapid delivery of oil three years
drilling u 111 have to produce additiona. sources of writer "There is no intimidation by man- But the success of double-hulled
petroleum For at least two major U S -based agement if you make the decision to ships in preventing spills has not

The boom has left energy companies hurting for equip- energy companies, though, attention slow down or hold up from a safety been proved, and in a severe accident
ment that is in short supply Building or replacing it to risk management and loss control perspective," the Chevron spokesman that penetrates both hulls, a spill will
means insured values are rising, Mr Luigs gointed out has been an important factor without said occur, underwriters and shippers

Onl> 48 rigs are idle, he said, compared with 340 on the the prompting of costs and regula- Focusing on the human aspect in said
sidelines 11 1986 Of the 48, only four are ready for ser- tion tanker safety will help to prevent They're not a panacea," Chevron's
vice, and those aren't beauties, Mr Luigs said Another Part of the reason for the industry spills, said Richard Hobbie III, presi- spokesman said "The real safety im-
31 are being prepared for service, and the rest aren't us- drive for enhanced safety is the qua- dent of the Water Quality Insurance pact is in careful handling," he said
able drupling of insurance deductibles for Syndicate, a New York-based under- Owning and operating its own

He said rising revenues are enabling oil and gas com- oil shippers from 1992 to 1995 Rates writer He said a WQIS study showed ships also contributes to Chevron's
panies to buy needed equipment and pay the additional also went up during that time that 90% of oil spills in the 1980s re- safe operations
premiums for the higher insured values "Tie amount of "Insurance costs became a very sulted from human error "The best way to manage risk is
equipmen: to be insured iS going up, and the ability to large item to shipowners," Mr Barto- Storms or equipment failures can- with our vessels, as we have the best
pay the premium is going up correspondingly ' Mr Luigs 10 said not be controlled, but "you can re- knowledge of them and our operating
said The 1989 Exxon Valdez disaster duce the human error to a lower com- philosophy," the spokesman said

To illustrate the increase in values at rlsk a 'standard, and the consequent passing of the ponent," he said Chevron does charter some ships in
relatively small," 250-foot cantilevered jack-up rig com- 1990 federal Oil Protection Act con- One important change in Chevron's addition to owning its own fleet
monly used in the Gulf of Mexico cost $40 m-1:ion to build tributed to the increased costs, which safety procedures stems from the 011 Mobil Corp of Fairfax, Va, also
in 1986 but now costs about $75 milhon to build, he said saw rates and also deductibles go up Protection Act has maintained a near-perfect 

Whlle Insured nsks may be rising, energy companies for many oil shippers The law has made spills more cost- See Safety on page 10
fpe MArket ne ne·rt 'An'10



Market
Continued *omprevious page
generally are finding coverage is
plentiful and reasonably priced in a
market awash with surplus. Marine-
related businesses are finding the
same.

"There is so much surplus that
must be put to work that some com-
panies are writing business for the
sake of cash flow, or simply riding
the market down because they don't
know what else to do," said CIGNA's

Mr. Decker. "In the long run, we will
be doing our customers no favors if
we commit mass suicide as an indus-

try."
Capacity is so plentiful, he said,

that for some risks it is essentially un-
limited. For example, putting togeth-
er $1 billion in coverage for cargo
risks is easily done, Mr. Decker said.

Marine rates are falling for no good

4 / Business Insurance, September 29, 1997

Spotlight report
reason, he noted. If a company has a
loss, "the rate doesn't go up; it does-
n't even stay the same. One of us
comes along and assumes the account
has been debugged and underbids on
it."

Despite such competitive under-
writing, U.S. marine insurers are
making money, with combined ratios
in the low 90s for the past few years.
"It has been very, very profitable for
us," Mr. Decker said.

The consolidation of brokers,
which has affected risk managers in
many more areas than marine expo-
sures, is an indication that those bro-

kers "recognized that the structure of
their business could no longer be sup-
ported by the diminishing margins,
and they took dramatic, sometimes
defensive steps to position themselves
for the future," he said.

Despite a smaller pool of brokers,
risk managers still may place marine
business through more than one bro-

ker in the shrinking pool, giving
themselves some leverage, Mr. Deck-
er suggested. "What was two brokers
is now in many cases one We can ex-
pect several clients to maintain their
corporate risk management strategy
and bring in another broker to rebal-
ance their buying habits."

Mr. Decker said underwriters are

obligated to look out for their clients'
needs with regard to the changing
distribution system.

"I've heard many underwriters and
in fact some second-tier producers
express reservations about how large
a share of their business is now with

one or two producers. They worry
that these megabrokers are develop-
ing leverage which could be used to
force decisions which might not be in
the clients' best long-term interests."

Those large brokers could threaten
insurers with "do it our way or we
will move all of our business," a

stance that could damage relation-

%

4'

....

4

ships between the two, Mr. Decker
said.

Those underwriter/producer rela-
tionships cannot be allowed to dete-
riorate, he urged. "We as underwrit-
ers must be sure that we provide the
services and financial products our
clients need and make sure that both

brokers and clients understand the

value that we bring."
Like their insurers, many energy

industry policyholders are making
money. As they expand, so will their
coverage needs.

An indication of their expansion
can be seen in the rise in exploration
and production expenditures. That
spending has risen to about $83 bil-
lion this year from about $45 billion
in 1990, according to figures Mr.
Luigs quoted from Salomon Bros. re-
search.

The rise in spending on exploration
and production is an "enormous in-
crease not related to oil price," he

stressed.

Indeed, that increase comes as oil
prices have remained steady. Except
for three short-lived spikes, the cost
has hovered around $19 per barrel
since 1990.

As energy companies expand to
meet demand, underwriters must

recognize their particular needs
and respond with products and ser-
vices to meet those demands, said Mr.
Decker of CIGNA.

"It's been our experience that the
large, sophisticated clients with pro-
fessional risk managers have com-
plex risk management programs
where they retain more risk," he said.

Those clients often use captives,
large deductibles and other self-in-
surance approaches to cover their ex-
posures, he added. "In many of these
complex programs, marine insurance
may not even be considered a sepa-
rate risk. It may simply be one of a
number of risks which are bundled

together in the same program. Effec-
tively managing the needs of a client
like this will include the ability to un-
bundle services like claims, loss ccn-

trol, salvage and recovery."
Mr. Decker said risk managers'

changing buying habits are having an
effect on the reinsurance market.

"Our clients, especially the larger
clients, are no longer transferring as
much of their risk to us. Especially
predictable, low4evel exposures," he
explained. "Also, we the underwrit-
ers are retaining more of our own risk
and reinsuring less."

That leaves the reinsurance mar-

kets with diminishing revenues, Mr.
Decker noted. "Having amassed
capacity, they are looking for ways to
employ it and grow their business.
We are seeing the result of their ere-
ative survival instincts manifest itself

in several different ways."
Reinsurers are supporting manag-

ing general agencies with their ca-
pacity, he pointed out. "Some have
looked to directly access the client
through active captive management
and reinsurance of the captive. Other

See Market on page 6

Meeting
dampened

HOUSTON-There was plen-
ty of water at the Houston Ma-
rine Insurance Seminar earlier

this month.

Near-constant rain kept more
than 1,100 registrants indoors
at the Westin Galleria in Hous-

ton for most of the Sept. 21-23
event.

The annual seminar is spon-
sored by Marine Insurance
Seminars Inc., a non-profit or-
ganization that donates pro-
ceeds from the event to schools

for scholarships
0 and programs

A - 0 that encour-
1>*98850$8&
*/ArNVAH age the

4/ 17))/6 study of ma-
ance and ad-

rine insur-

6»Easre miralty law.
The rainy

weather kept atten-
dees in their seats for speakers
who provided overviews of the
London, Bermuda and U.S. ma-
rine insurance markets; a look
at the state of the oil and gas in-
dustry; an update on opera-
tional changes at the Port of
Houston; and other topics.

Next year's seminar is sched-
uled for the same location and

will be held Sept. 20-22. More
information is available from

Charles Flournoy at John L.
Wortham & Son L.L.P., P.O.
Box 1388, Houston, Texas

77251-1388; 713-526-3366.
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CAUSING A FALL. THE

INJURED EMPLOYEE RECEIVES

EMERGENCY CARE AS THE ACCIDENTMS,-4   ' -
LE14*3 #7*, ...,

>:1:;tilkii:*11'i"'11,Ifikf·'' Is REPORTED TO A REGISTERED NURSE.

*56 i, ', v AN OCCUPATIONAL SPECIALIST IS SELECTED.
REHABILITATION AND RETURN-TO-WORK PROGRAMS

DEVELOPED. THE EMPLOYEE RETURNS TO WORK SOONER. 
LOSS COSTS LOWERED, LITIGATION MINIMIZED. <.4*Y. k

THANKS TO THE EXPERTS AT

WAUSAU.

WAUSAU
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Spollight report

Market ity of the available new busrness," he USF&G Corp in a partnership that
said allows CIGNA"access to therr distn- Exxon Valdez teaches

Because it can be costly to uncover bution system and the chents with
Continued from page 4 and serve that market, insurers can httle or no cost, and they get to offer
reinsurers have entered the dllect form strategic alliances like the ones their chents ocean marine cargo in-
world through financial product CIGNA is developing, he said Such suranee and contmue to fulfill all of

insurers a hard lesson
schemes and finite rtsk" alliances avoid some of the costs in- their chents' needs," he said

New chents for U S marme msur- volvedi in seeking out new business Just because the U S marine bum- By MICHAEL BRADFORD Exxon Corp and ltS insurers could

ers w11 likely come from growing, CIGNA formed INAMAR Insur- ness is like all business, "very Dar- have been avoided if deahngs between

smaller-sized shippers, Mr Decker ance Underwnbng Agency Inc last winian-survival-of-the-fittest," nsurers can learn a few the two had involved a httle more

said year "in order to allow ourselves the doesn't mean insurers have to klll off
"It's important to recognize that we flexibility to change with the markets, one another in the process, Mr Deck- Valdez case in effectively Donald Bowen, an attorney with the

must use our expertise to access not make strategic alliances and broaden er remarked "In many cases we have dealing with pohcyholders, Houston firm Helm, Pletcher, Bowen
only the largest ehents but also those our distnbution sources," Mr Decker the better options of educatmg the according to an attorney for & Saunders LLP
that would be considered midsizec 01 explained market and of forming alhances that

I lessons from the Exxon courtesy and common sense, says J

the oil giant For example, Mr Bowen advised

smalleI who are producing the major- On Jan 1, INAMAR all-ed with debver value " Some of the acrimony between Insurers, never take as long as
Exxon's insurers did to deny a claim

It took Lloyd's of London attorneys
about 19 months to send Exxon a let-

ter denying coverage for the 1989
Alaska 011 splll that occurred when
the Exxon Valdez supertanker ran

t. aground, he said
e "I guess one of my requests to (in-

surers) would be if you truly belleve
that there's no coverage don't wait
19 months to deny coverage"

1 4%e 026 Speaking at the Houston MaI'me
f-

Insurance Seminar
1

last week, he told
1nsurers "Ycur

0
0

-/1-AG<f, serves an early
3 4..

insured de-

answer If you
 f t'

/- I know there's

"u s r A no coverage, if
./ 2.- L -

i t there's nothing

- i anybody's gomg to
f -- -I say to change your mind about that,''f n: vs,2142 ' -1-71_ 9*.5, s ' 1 ' don't stnng this process out "

ni

. , «/A® :75%#b'. ,\.  „ff<
-5 Mr Bowen said that "the lead un-

k : 1.

510, r, r fp -6 #fiy.,4. 4 0,5*4 ',·SS*te,4141*36, f *4 derwrlter a very intelligent and capa-

\'K:
, 4: Ap .Uffrl

ble man upon hearmg about this dis-
Ir aster said that he knew within min-

3
:,%*8 84.,& , utes that there would be no covei-

./#1/1
age" under Exxon's global corporate
excess pollcy

Z -dh:<5.4,* "And the reason he knew that was

- -Yon because he was confident" the loss

-Str f»* would be covered by the Internation-
9 aSt.5 -_ -- - al Tanker Indemnity Assn Ltd a

Bermuda protection and indemn_ty
9-=- -a
»f » club

wisbu r 53 .«3 tf' 1- r That $400 milhon m coverage was

pl
paid several months after the spill

Richard Youell, the Janson Green

Marine Syndicate underwntet Mr
Bowen referred to responded m a

U &

ff/fx«- telephone Inter,new that it was under-
stood by underwnters soon aftei tile
accident that pollution coverage was
excluded from the global pohcy and

1 was covered under the mA pohcy
"That was not a unilateial state-

2 j ment by underwriters" denymg ccv-
erage, he added "Underwriters Dn

-- Day One acknowledged their possible
las : / exposure in the loss of the vessel and

.

-
cargo," even with that coverage

Exxon also filed claims under the

--

=» r global pohey written in European and
3->- U S markets The coverage was wnt-

, 4.
. ten to hmits of $600 milhon with large

511
. deduchbles and covered Exxon affh-

-.

ates for property/casualty risks
-- --

The letter that arrived 19 months

You know the guys e mean. They stall. The, backtrack. Ther swoop unpred,ctably h om trend later hsted 33 reasons why the cover-
age would not respond to losses

to trend One minute. they're going all out to ,#l ite iertain kind4 of 1}uslne#s. the ne,t minute. That kind of response is 'the thing
that gives your market a bad name,"

theCre oft ch.ising a completeh different market Mr Bowen said "It makes people feel
like you win delay paymg even a legtt-

It'j enough to make unt reach tor the airsick bag. Or, ot coune. to make vou reach tor the phone imate claim," while holding on to the
money that draws interest for the in-

and call AAI). surer and not the poheyholder
Mr Bowen said it peeves pollcy-

For 65 #ecirs. our approach to auation insurance has been vmple and straightfor„aid lie're holders to get a demal lettei from an
attorney Instead of the insurer "Y,u

committed to providing co,etage that'scon,1tent trom one situation to the lic,t Not Just 11<hed are the Insurer You've taken the pre-
miums You have erther written the

on „hich u.1, the ;und i< blouing that dab pollcy or you have agreed to the word-
ing of the policy Take whatever ad-

Iii short. not oailv do „e undeistand the goals ou're turng to readl vice you need from coverage counsel,
but you send that letter yourself "

\Ve also know the simple„t „:11 to help i ou le,ich them. A#, 9 Another mistake, said Mr Bowen,
was that Insurers named the firm that

had wntten the letter to head the en-

suing htigation That was a "major
ASSOCIATED AVIATION UNDERWRITERS mistake" by insurers, and not just te-
11,111 (1111< 41:m t |1111.0 ] Hr ill<11 0111,„ It|.11111 14„Intl„*t,1 \ 1 • ( 11!t 1.„ • 1) 11114 1),troli k „1 „ l It, 1,1% 1112,11. Ji, \ „rk C lt, + Ill | 1 1:ill,1 +t ttlk cause they named attorneys who al-

ready had comrmtted one blonde
See'ValdeL onpage 10
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Opinions Business

Clinton approach on track
Insurame®

Reporting weekly on corporate risk,
employee benefit and managed health care news

TT IS NO SMALL IRONY that almost four years to the Vice President/

1day that Premdent Chnton unveiled his overly ambitious 1[ UARLY-*TIREE \
Publisher/Editorial Director Kathlyn J Mclnlyre, AL•* (Chicago)

health care reform plan-only to have it later collapse m
Associate Publisher/Advertising Director Marlin J Ross 111 New York)

COVE12AaE \ Editor Poul D Winston (Chicago)
flames-the president now is following a very ilifferent

Ed,tor.attarge Jerry Ge,sel /Washington)
strategy for reform Managing Editor Roseonne Whne (Washington)

While President Chnton says his overall goal of achiev- Senior Editor-International Stacy Shapiro #ondon)
Senior Editors Meg Fletcher, aw (Chicago)ing universal health care coverage has not changed, how he

m11 accomphsh that objective has 1 Lch judy Greenwald (San jose)
Dave lenckus (Tucson)

Douglos Mcleod (New YoddHealth care reform, he says, will be achieved one step at - 9 44,-C
Joanne Wo,cik (los AngelesJ

a time This isa common-sense idea he once foollshly dis- Assistant Managing Editor Aegis J Coccia (Chicago)
carded but that he has since wisely embraced

We couldn't agree more with the president when he says,
Washington Editor Motk A Ho[mann 8/VashingtonJ
Bureau Chiefs Sarah Goddard flondon)

"We've got to do it nght so we can go on to the next step" Iry*
1 64 11/ Gavin Souter {New Yorkl

W Al=U) Graphics Editor Kathy L Barnes (Chicago)Certainly, that Incremental approach is the only way to Copy Editors Todd J Behme (Chicago)
go where even the smallest mistake or miscalculation in a
trilhon-dollar health care system can wreak horrendous

Sarai Hany (Chicago)
Assistant Copy Editor Richard Trout (Chicagoj
Associate Editors Michael Bradford (Da//as)

damage, an obvious point but one the admimstration did- Deborah Shabwitz Cowons (Chicagoj

n't grasp when it launched its 111-fated crusade for sweep- *525 *1- Robert Kazel (Chicago)
mg health care reform In 1993 »NESS /450''···L

Robetto Ceniceros /los Ange/es)

Michael Prince INew York)

Smce the collapse of its overreadmng plan, the adminis- 'TRAT'S CERTNNLY 32[ATIVE, BILLV, BUT Sally Roberts (Chicago)
Edw,n Unsworth Clondon)tration has stuck to its one-step-at-a-time-approach to re- WERE STOOANG QEALISM.

"0 Rodd Zolkos (Chicago)
form with Impressive results Directory Editor Sandra L Budde (Chicago)

Last year, the admlmstration threw its support behind den of early retirees, putting aside whether individuals Assistant Directory Editor Man Scroggins (Chicago)
Editorial Assistant Amanda l /\Ailligon Chicago)

legislation curbmg pre-existing medical condition exclu- should be encouraged to retire at such a young age Production Assistant Amy R Kepka (Chicago)
sions, a move that gave a lump startto a languishIng mea- And if the administration is suggestmg that employers' Assistant to the Publisher Koren Brown Tucker (Chicagol

Editorial Cartoonist Roger Schillerskom (Chicago)sure Without admimstrabon suppirt, that vital piece of health care obllgations under COBRA-now limited tO Midwest Advessing Manager Robert L Niesse (Chicago)
health care legislation could well have died three years-be expanded to a 10-year responsibility, we District Managers Cynthia Quinn (New York)

The Clmton administration's role in advancing health think that would cause more harm than good Expanding Bloke Delany /New Yodd
Roger Lynch (New Yo

care reform a step at a time also has been evident tirs year COBRA liability would discourage employers, especially Elizabeth McGohren (New York)
Deborah D Neole (Chicogo)It helped move legislation opening up Medicare to compe- smaller companies, from offenng any health care coverage

Classified Advertising Manager Chetyl Adeszko CChicago)tition, which wul give retirees more choices and save mon- Other immediate reform objectives make more sense, Sales Assistant· lori lieberman Ros Angeles)
ey for the government, retirees and employers such as banning so-called gag rules that prevent providers Production Manager Elmer Kerstowske (Chicago)

While the administration's approach is correct, this isn't from discussing such things as alternative treatment costs Director of Communicahons Ronnie I Drachman#New York

to say all of its proposals are on the right track. and options Promotion Coordinator Barbara O'Bnen (New Yok)

We are concerned, for example, about President Clin- We think that oy approaching health care reform on a EDITORIAL Chicago 312-6496398
Dallas 214 3612295

ton's suggestion that something needs to be done to assure step-by-step basis, the White House is clearly on the nght london 171 4571400

health care coverage for employees who retire before 65 track Even lf some of those steps turn out to be false ones, Los Angeles 213·6513710
New York 2122100100

and are not yet eligble for Medicare the admmistration appears far more likely to achieve rea- SanJose 408 7741500

We are not clear on what exactly the administration has sonable and desirable goals this way than by talang a fly- Tucson 5205791937

in mind Given Medicare's still-shaky financial position, Ing leap mto obhwon as it did with its over-reachmg health Washington 202-662 7200
ADVERTISING New York 212-2100228

surely it cannot afford to also take on the health care bur- care reform plan only a few years ago Chicago 312-649-5276
Los Angeles 2136513710

Letter<
COMMUNICATIONS New York 2122100132

SUBSCRIPTIONS Detroit 8006789595

Business Insurance is published by Crain Communications Inc

Ohio comp reforms must be defeated Keith E Crain Rance Crain

Chairman President

Memlee Crain Macy Kay Crain

To the editor Your Sept 22 editoral ed to compensate workers for only the tuarial & Technical Solutions), the cost of Secretary Treasurer

William A Morrow
'Campaigning For Comp Reform" was bcth "medical" consequences of their injuries wage replacement in Ohio is less than all

Executive Vice President/Operations
misleading and wrong on several important while totally ignoring the "economic" ef- but one of its neighboring states Ohio had Robert C Adams
points You castigate labor for belng pohti- fects The AMA itself warned against the an "index" rate of 1 025, which placed it vir- Vice President/Production
cal rather than practical, but it was a "poht- misuse of the Guides when it wrote, 'It must tually m the middle of all states Peter Johnson

ical move" by the Ohio corporate commum- be emphasized and clearly understood that The cost of medical benefits provided to Vice President/Circulation

ty that motivated their sycophants in the impairment percentages derived according miured workers m Ohio is far below the na- G D Cra,n Jr Mrs G D Crain Jr
state Legislature to pass S B 45 in the first to Guides criteria should not be used to tional average (accordmg to the Bureau of Founder t 18851973/ Chairman (191 1 1996)
place The temble content of that legislation make financial awards or direct estimates of Workers' Compensation, Just 35 7% of total S R Bernstein

along with the cold shoulder given to work- disabilities" benehts went to medical expenses, com- Chairman-executive committee / 1 907 1 993/
ers by leglslators resulted in the first refer- The second involvec the insidlous effort pared to 41% nationally) Published weekly al 740 Rush St, Chicago, 111 60611 2590, Fax 312 280-
endum challenge to an Ohio law m nearly to eliminate from coverage certain occupa- Premium increases between 1990 and 3174, Emailbiweb@cra,ncom, Cable CRAINCOM Offices 220 E 42nd

60 years tional diseases, Including conditions com- 1995 were neghgible (less than 1%) com- St, New York, NY 100175806, Fax 212 2100704, CRAIN COM NYK,
Suite 114, 8950 N Central Expresswoy, Dallas, Texas 75231, Fox 214In detaillng the "reforms," you tota_ly monly referred to as "cumulative or repeti- pared to increases of 40% or more in all sur- 696 1936, Suite 8 14, National Press Budding, Washmgton, D C 20045

missed the reason why labor, injured work- tive trauma " This would be accomphshed roundlng jurisdictions 1801, Fox 202-638 3155, 6500 Wdshire Blvd , Suite 2300 los Angeles,
ers and their advocates have mobihzed to by specifically excluding those conditions In April of this year (in an action totally Cold 90048 4947, Fox 213 655 8157,967 Bermuda Court, Sunnyvale,

Calif 94086 6750, Fax 408 774 1155, New Garden House, 78 Hattondefeat this law at the polls on Nov 4 The that occur outside of employment unless unaffected by the passage of S B 45), the Garden, london EC 1 N 8JQ England, Fox 171 4571440,8157 N Torrey
net effect of what you call a "broad and sig- one can meet the virtually impossible bur- Bureau announced a rate decrease of 15% Woy, Tucson, Ariz 85743, Fax 520579 3476 $4 acopy and $87 0
mficant" reform would be to cut benefits for den of proving "by a preponderance of the (reported by BImyour May 5,1997, issue)- year m U S $105 in Canada and Mexico (includes GSTI All othe, countries
the vast malonty of injured workers evidence that the disease or condition iS on top of a rate reduction of 7 3% m 1996 $205 a year (includes expedited air delively) j A LEWELLEN, circulation

manager Four weeks' notice required for change 01 address Send subscrip-
through two very questionable tactics characteristic of or peculiar to a particular To top it off, your editorial makes a gra- hon correspondence to Circulation Department, Business Insurance, 965 E Jef-

The first would result from the way Ohio industnal process, trade, or occupation " tuitous comment about worker "fraud" in- ferson Ave , Delod, Mich, 482073185, or phone 800678 9595 or 31 3
Legislators mandated the use of the Amen- These changes, unless rejected by voters, volvmg claims for injuries incurred off the 446·0450, Fax 313 446-6777 Microfilm copies are ovailoble from Univer

sity Microfilms, 300 Zeeb Road, Ann Arbor, Mich 48013 Microfiche copies
ian Medical Assn 's Guides to the Evalua- will allow businesses and corporations to Job but offers not one shred of evidence or available Bell & Howell, Micro Photo Division, Old Mansfield Road, Wcost
Lion of Permanent Impairment They decid- shift the cost of conditions currently covered support for such a claim I would remind er, Ohio 44691 Portions of the ed,torial content ofthisissueareavoilable for

by workers compensation in Ohio to other you that the Bureau uncovered $19 million reprint or reproduction in other media For information and roles to reproduce
in general circulation media, contact JOSEPH P HANLEY, Crain News Ser

, publle and prlvate sources-m other words, m premium underpayments by employers In vice, 220 E 42nd St, New York,NY 10017 5806,212 254-0890 For
Business Insurance welcomes letters s to the taxpayers or the injured workers the 1994-95 fiscal year, after auditlng only reprints or reprint permission contact KAREN BROWN TUCKER, Business In

The sectton ts intended to be a fomm for I thernselves 4% of its customers But then, we are all too surance, 740 N Rush St , Chicago, 111 60611 2590, 3126495319, Fax
3122803174readers' opinzons and comments We re- i You also claim that if the law is turned pohte to refer to such business behavior as

serve the nght to edzt Letters for ctanty or back by the voters that "costs (m Ohio) are fraudulent
www. businessinsurance.com

space We witt not publmh unsigned tet- a, hkely to remain high " Here are the facts James N. Ellenberger
ters Please send your letters to Letters to i, In the past three years, the Obo state Assistant Director-Department of
the Editor, Business Insurance. 740 N 1 fund has turned a $2 5 bilhon deficit into a Occupational Safety and Health 30YEARS OF

Rush St, Chicago, lit 60611, fax 312-280- i $2 9 bilhon surplu-a recovery of $5 4 bil- American Federatton of Labor and *BPA Bus,ness insuronce f

3174,_33 pnshazn com _ hon' Congress of Industnal Organizations
1967-1997

According to a recent business study (Ac- Washington TO SUBSCRIBE CALL 800678·9595 • 313446·0450 ouls,de of Ihe United Stales
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NITH OUR POL[CYHOLDERS WE ARE ENGAGED IN A GREAT MUTUAL ENTE--PRISE. IT IS GREAT 1? ECXJSE IT SEEKS TO PREVENT CRIPPLING INJURIES AND DEATH BY REMOVING THE CAUSES OF HOME, HIGHWAY AND WORK ACCIDENTS. 'I
.

2
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A

4

I.,iberty Mutual has a history of nelping our customers reduce their cost of risk, saving over

$1 billion in medical costs alone since 1993. We start with Liberty Paragon"our comprehensive risk

management process audit. Then we apply the hundreds of ways we have to reduce your overall

cost of risk, including in:egrating our loss prevention, claims and managed care programs. And

with RISKTRAC.® you'll have direct access to claims information so you can watch your costs

go down. And just like Theresa, you'll watch your level of confidence go up. =-
LIBERTY'

>= Tbere'd more information we') like to ,,bare. So pleae call Jobn Ryan t1]TUAL,3
at (617) 574-5842 or vidit our webaite at 4ttp://www. libertymutual.com T]e freedom of Liberty
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Spotlight report
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Atlanta Bermuda Chicago London Stamford

IT

Valdez
Continued from page 6

"You need to have separate coun-
sel, and I know too often that does
not happen. Use one firm to review
the policy, and if they say there's
coverage, great, and if they say
there's no coverage, that's great,
too. But don't hire them to litigate
an opinion that they have given."

It took almost eight years for
Exxon to settle all its claims with

insurers. A 1996 Texas jury award
and settlements later that year to-
taled $780 million that the oil com-
pany collected related to its claims
against the global policy (BI, Nov. 4,

Safety
Continued from page 3
safety record.

A dedication to safety "permeates
all our operation and thinking," said
Gerhard Kum, president of Mobil
Shipping & Transportation Co., the
shipping arm of Mobil Corp.

Mobil uses a rigorous inspection
program for the ships it charters from
outside shippers; about one-third fail
the inspections and are not allowed to
ship Mobil oil. On any day, the com-
pany has between 30 and 40 ships
chartered around the world.

The company conducts spill simula-
tions to train crews in cleanup efforts,
but the best spill response is preven-
tion. "It's a lot easier to keep the oilin-
side the ship than to clean it up after
it has spilled," Mobil's Mr. Kurz said.

Mobil, which also owns its own

1996; June 17, 1996).

Mr. Bowen, who spent his career
as a plaintiffs attorney before being
selected to head up Exxon's insur-
ance litigation, told insurers that in
some cases they have earned a rep-
utation for collecting premiums but
not wanting to pay claims.

That was the feeling of jurors who
found in favor of Exxon, Mr. Bowen
said. They saw the oil company as
having the same kinds of problems
collecting from insurers as they ex-
perienced when filing homeowners
or automobile claims.

Exxon won that case "not be-

cause we were smarter. It was won

because Exxon had the easy side of
the facts," Mr. Bowen said. 113

fleet in addition to chartering ships,
has moved aggressively into double-
hulled ships. Mr. Kurz said that in
1994 the company launched what
Mobil says was the first double-hulled
tanker in the industry, and it has
added two more since then with an-

other pair on order.
In another safety move, Mobil has

received certification under the Inter-

national Safety Management Code 
standards (see related story, page 14..

The ISM standards are promulgat-
ed by the International Maritime Or-
ganization and require oil shippers -0
have safety procedures for ships and
land operations. All oil shippers must
become certified by July 1, 1998, but
Mobil completed the year-long certi-
fication process earlier this year, Mr.
Kurz said.

Chevron is in the process of be-
coming ISM-certified, a spokesman
said. ill

Every insurance company

has its limits.

With increasing risks of new technology,

claims can easily

exceed its premium reserve.

This is why Gerling Global Reinsurance

works with primary insurers,

who know exactly how far they can go.

 GERLING
Meet your expert.

Onething new technology can mean is the concentration of high monetary
values in the smallest of spaces, resulting in ever Increasing risks. Their

evaluation poses even greater challenges to professional assessment.
This is why primary insurers rely on the years of global expertise provided

by Gerling Global Reinsurance. Talk to us about your future.
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EMERGENCY PROCEDURE

IfI THE EVEfiT OF

UAAE:

01997 GAR Roains North America, inc:.

STAND IN DC)ORWAY.

PRAY.

btEA SOMEONE WHO THRIVES

IN COMPLEX SITUATIONS.

When multi-layered losses occur, our Executive General Adjusters don't

just handle the situation. They control it. Assigned on the basis of past

experience and technical expertise, they can coordinate a response to

a complex loss with skill and consistency. While we can't lessen the

impact of a disaster, our EGAs can make it easier to pick up the pieces.
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Hull
Continued from page 3
m business, nearly all of IUMI's
member associations report an in-
:reasing number of underwriters
and a rise in capacity, "which will
probably continue to put pressure on
terms and conditions." He warned

that "if the last cycle is repeated, it is
likely to be another couple of years
at least before we see any significant
change."

Speaking to the assembly, Mr.
Christmas said his main concern,
shared by hull underwriters in many
other markets, is that "the improve-
ments achieved during recent times
willlevel off or decline as a result of

the depressed state and overcapacity
in most sections of shipping." He
warned that this, coupled with a
competitive, over-subscribed mar-
ketplace "make prospects grim..

IUMI's hull committee chairman

also expressed his concerns about
several developments in the shipping
markets that increase underwriters'

exposures. These include a build up
of large and high-valued vessels,
many of which are getting older and
therefore more likely to need repair,
while trading in areas further from
repair and salvage facilities,

Over the past two years, the aggre-
gate value exposure for underwriters
also has increased. He cited as exam-

ples a passenger vessel capable of
carrying 3,700 passengers and crew
worth $500 million and a Dubai ship
repair facility where the presence of
two modern liquefied natural gas
vessels took the aggregate total of
vessels there for repair at one time to
$700 million.

Mr. Christmas also repeated a con-
cern that emerged at last year's
IUM[ conference about the large
number of new high-speed craft
coming into service, usually to trade
in confined and crowded waters.

While casualties among such vessels
so far have been relatively low, he
noted concerns about potential
claims as they age and are sold to
less responsible owners or managers.

However, there were a few excep-
tions to the gloomy prognoses.

Although U.S. marine underwrit-
ers have a relatively small hull ac-
count-under $300 million in premi-
ums in 1996, compared with more
than $1.3 billion for the London

market-it did grow by just over 5%
last year and is profitable.

John Hickey, president of the
American Hull Insurance Syndicate,
said the U.S. ocean hull insurance

sector "is starting to see some posi-
tive signs."

These signs include underwriters
beginning to realize they're not mak-
ing money on certain business and
an important first indication that the
market is turning: Brokers are find-
ing it difficult or impossible to place
certain higher-risk business.

However, Richard DeSimone,
chairman of the American Institute

of Marine Underwriters, does not
share such optimism about the U.S.
market. Speaking of the marine
market generally, he said "trends are

definitely showing signs that the
market will deteriorate" and that af-

ter a good run, "rates are falling and
coverage is getting broader."

Giving the Institute of London
Underwriters' annual presentation
to IUMI of statistics on global ma-
rine casualties, ILU Deputy Chair-
man Steven Redmond said there was

an "improving or relatively stable
trend" during 1996.

While the number of merchant

ships over 500 gross tons lost last
year was up one to 113 overthepre-
vious year, the combined tonnage of
these ships was the lowest on record
at 701 gross tons, against 761 gross
tons in 1995. Figures so far for 1997

show the trend is continuing to im-
prove, Mr. Redmond said.

The figures provide "some positive
points that shipping is a safer indus-
try as a whole," said Mr. Redmond,
who also is underwriting director at
London-based Eagle Star Reinsur-
anee Co. Ltd.

ILU Chairman Nigel Jenkins said
that while in 1996-97 the marine

market has softened, he believes this
softer market is approaching its end
and is near the bottom in most class-

es. He emphasized that if the market
is to maintain stability, "the next
move on rates has to be" upward,

and he added, "I see that happen-
ing."

Michael Ellis, London-based gen-
eral manager of The Salvage Assn.,
one of the world's major casualty
surveyors, expressed the same con-
cerns as Mr. Christmas about the ris-

ing average age of ships, saying they
present underwriters new challenges
in risk assessment. He also expressed
concerns about the potential expo-
sure to claims that resold vessels

generate for hull and machinery un-
derwriters.

He warned that such vessels some-

times sail with a new crew within

hours of being taken over by new
owners, with few or no checks made

on such important items as engine
condition or lube oil quality and of-
ten no access to log books and main-
tenance records, which have been re-

moved by the previous owner. He
said underwriters probably could re-
duce their claims costs considerably
if they pressed such owners for de-
tails of their inspection arrange-
ments and crew training and exclud-
ed or restricted machinery damage
for at least the first few months.

Mr. Ellis also urged underwriters
not to forget their potential expo-

sures resulting from the Year 2000
computer problem that may affect
many systems.

The blame for current overcapaci-
ty in the hull market and bottom-
line underwriting lies with hull un-
derwriters themselves, according to
Lars Lindfelt, managing director of
The Swedish Club.

"It is only you who can create a
balanced market where there is a

chance for fair rates to prevail," he
told delegates. He also accused hull
underwriters of supporting substan-
dard shipping by making it possible

Continued on neo:t page
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for even bad shipowners to find
cheap cover.

Apart from employing stricter
underwriting criteria, he told under-
writers one way of correcting this is
for them to "get their act together"
and stop supporting certain flag reg-
istries.

Mr. Lindfelt said another way
would be to create a controlling
body over the International Assn. of
Classification Societies, the 15 inde-

pendent bodies that inspect mer-
chant ships to ensure they meet safe-
ty regulations. Mr. Lindfelt said that

.t

while the IACS is doing a good job,
hull underwriters should draw up an
approved list of probably no more
than six classification societies with

which they would work.
Speaking on behalf of tanker own-

ers, Francis Vallat, a former vp of the
International Assn. of Independent
Tanker Owners, maintained that
high-profile tanker disasters such as
that of the Sea Empress in February
1996 (BI, Feb. 26, 1996) have given
the tanker industry an undeservedly
poor reputation. He said that of the
approximately 1,850 million metric
tons (2,035 tons) of crude oil and re-

fined products delivered in tankers
last year, 99.985% was delivered

'It is only you who can
create a balanced

market where there is a

chance for fair rates to

prevail,' says Lars Undfelt.

without incident.

Mr. Vallat also cited a soon-to-be-

released study by the U.K. P&I Club
showing that of 453 property dam-
age claims from tanker incidents
during the 10-year period to 1996,
one third were not the fault of the

tanker or its operators but resulted
from pilot error. He said this is a ma-
jor concern of tanker owners, be-
cause it is a problem over which they
have no control, though current in-
ternationallaws make tankers 100%

liable for pollution damage.
Speaking on behalf of reinsurers,

Deirdre H Littlefield, senior vp-spe-
cial lines director of Swiss Reinsur-

ance America Corp. of New York,

-Loclay, a reinsurance buyer can just about
name its price, thanks to a glut of reinsurance
capacity.

But what happens when the next Big One hits?
The glut will miraculously become a shortage.
Because, as everyone knows, there isn't enough
reinsurance capital out there to handle world-
class catastrophes. Not without sending shock
waves of price volatility and default racing
through the marketplace.

Today, PXRE remains as committed as ever to
disciplined underwriting as a specialist in property
catastrophe, marine and aviation reinsurance.
While we continue to expand our capital base,
and to diversify its sources, we plan to offer
coverage only under conditions making it
responsible for us to employ our capacity.

That's how we became one of the only specialists
to have seen the entire business cycle of the 1990s
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have set the industry standard for response time
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said marine reinsurance remains

competitive, partly because Lloyd's
of London's recovery has put it firm-
ly back in the marketplace. Clients

also are demanding reductions,
which in many cases is justified by
their good claims experience. Anoth-
er trend she noted is that clients are

retaining more risks and buying less
reinsurance.

However, regarding the state of
the hull insurance market, IUM['s
Mr. Christmas sees some develop-
ments he thinks could force a return

to more sensible underwriting.
These include the megamergers of

brokers, which, because of their
large scale, will requjre a positive fi-
nancial return that would be diffi-

cult to achieve if the markets contin-
ue in free fall.

Another factor is that several of

the major international insurance
companies have warned their marine
managements that another down-
turn like the last would be unaccept-
able and could lead to reconsidera-

tion of their long-term commitment
to marine business.

A third factor Mr. Christmas cited

is the increasing financial invest-
ment in Lloyd's of London by corpo-
rate capital, controlled by a limited
number of large participants who
are likely to require corrective action
in the direct writing and reinsurance
areas.

Delegate
number

rises
he 52nd annual

T
conference of the

International

Union of Marine

Insurance held

Sept. 13-17 in
Paris attracted about 650 dele-

gates from 48 national member
associations.

Attendance was up substan-
tially from about 520 who at-
tended the conference last year
in Oslo, Norway

Georg Mehl, chief executive
of Wuerttembergische Ver-
sicherungs-
gruppe of IUMI

Stuttgart,
Germany, /92\
lected 
chairman PARIS 1997
for the next

three years.
After his election, Mr. Mehl, a

past chairman of DTV, the Ger-
man federation of marine msur-

ers, likened his new role to that
of the captain of a ship now
rocked by rough seas but with
an "excellent crew and present-
ly sailing on a good course."

Next year's conference will
be held in Lisbon, Portugal,
from Sept. 12-17, 1998. Lisbon
last hosted the IUM[ conference
in 1961.

Provisional programs and
registration forms for the 1998
IUMI conference will be dis-

tributed by national marine in-
surance associations early next
year.

For more information on

next year's meeting, contact
Jaime d'Almeida, chairman,
Associacao Portuguese de Se-
guradores, Av. Jose Malhoa,
Lote 1674-7, 1070 Lisboa, Por-
tugal; 35-1-721-29-05; fax: 35-
1-726-19-51.

-By Edwin Unsworth
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Deadline approaches for IMS ship certification
Despite low compliance rate so far, soft market may prevent coverage denials

By EDWIN UNSWORTH

eflecting its con
cerns about a major
piece of internation-
al regulation, the In-
ternational Union of

Marine Insurers

conference devoted a special ses-
sion to the International Safety
Management Code.

The code has been devised by
the International Maritime Orga-
nization, a London-based unit of
the United Nations, to apply a
universal benchmark for marine

safety management procedures
(BI, Aug. 18). It requires shipown-

ers and operators to have systems
in place to prevent accidents and
pollution and applies to passenger
ships, high-speed craft and oil
and chemical tankers of, more
than 500 gross tons as of next July

As of July 1, 2002, it will apply
to most other vessels weighing
more than 500 gross tons.

In a video presentation to the
conference, Bill O'Neil, IMO sec-
retary general, expressed con-
cerns about the slow pace of
shipowners in getting ISM certifi-
cation. He pointed out figures
from the International Assn. of

Classification Societies showing

that so far, only 11.2% of affected
vessels have been certified. This

raises concerns for the IMO and

shipowners since the deadline is
less than 10

months away
IUMI and it can

 take up to
 the code. The
PARIS 1997 IACS bodies

will do most

of the work

on ISM certification.

Mr. O'Neil urged IUMI's marine
underwriter members to deny
shipowners insurance coverage if

they fail to comply with the code.
However, it is by no means clear

to what extent this will be done.

Peter Christmas, chairman of

IUMI's Ocean Hull Committee, re-
ported at the conference that most
of the global markets for marine
insurance have yet to decide their
response to clients that fail to
meet the deadlines.

He added that several markets

have also pointed out the difficul-
ties of denying coverage in such a
soft market environment, since
other insurers are willing to write
what one turns away.

Nigel Jenkins, chairman of the
Institute of London Underwriters,
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said the group, which represents
more than 50 British and foreign-
parented companies active in
London marine insurance, sup-
ports the code.

However, he acknowledged that
whether insurers decide to make

ISM compliance a condition of
coverage depends very much on
individual companies and local
legislation.

Timothy Humm, a director of
underwriting agents Hiscox Syn-
dicates Ltd. and chief underwrit-

er on Lloyd's marine syndicate
625, said he fully supports the
ISM code, claiming, "It is the nat-
ural ally of underwriters."

As a result, Mr. Humm, who
also is chairman of IUMI's Joint

Hull Committee, would like to see
all marine insurers adopt a con-
sistent approach, including un-
derwriters insisting on seeing ac-
curate information on ISM com-

pliance by shipowners and opera-
tors before insuring a vessel.

The shipping companies' main
liability insurers, the protection
and indemnity clubs, are pushing
to make ISM compliance a re-
quirement of coverage.

Nigel Carden, an IUMI confer-
ence observer on behalf of the In-

ternational Group of P&I Clubs,
said clubs belonging to the group
decided at a meeting earlier this
month to make possession of valid
ISM certificates obligatory for
members.

The International Group will
also recommend that when its P&I

club members make routine ship
inspections, they should include
checks to ensure that the ship-
owner operates an effective safety
management system in compli-
ance with ISM requirements.

Mr. Carden, also a partner in
Thomas R. Miller & Son, the Lon-
don-based managers of the U.K.
P&I Club, said the changes would
deny uncertified members cover-
age for any claim arising from
failure to comply.

However, Lars Lindfelt, manag-
ing director of The Swedish Club,
one of the P&I clubs, said no one
in the insurance sector "has yet
given a straight answer" as to how
they will treat ISM code failures.

"I think it would be a shame if

the underwriting industry didn't
support the ISM," said Mr. Lind-
felt, who will retire soon.

Mr. Lindfelt added that while

The Swedish Club has been giving
a rebate for the past two years to
members who comply with ISM,
he did not know what the club

will do as of July 1998.
Richard DeSimone, chairman of

the American Institute of Marine

Underwriters, said the U.S. mar-

ket is less affected by the ISM
code because of its relatively
small amount of ocean hull busi-

ness.

While Mr. DeSimone, who is
also senior vp-marine for Madi-
son, N.J.-based Atlantic Mutual
Insurance Cos., acknowledged
that ISM Code compliance is a
concern for U.S. marine under-

writers, he added he was "not so
sure that we're as concerned as

some other markets."

At an official level, shipowners'
associations have backed the ISM

Code.

Chris Horrocks, general secre-
tary of the London-based Interna-
tional Chamber of Shipping, said
the shipping industry has not
tried to seek an extension of the

deadline.

However, while he accepted that
shipowners who made no effort to
achieve ISM compliance deserved
to be punished, he called for "some
rational method" of dealing with

See Code on page 16
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Code
Continued from page 14
those who legitimately try for com-
pliance but are caught up in the log-
jam. For this latter group, it makes
no sense for P&I clubs to deny them
coverage, he maintained.

John Lyras, president of the Union
of Greek Shipowners, expressed a
similar sentiment. In a paper deliv-
ered on his behalf, Mr. Lyras asked
marine insurers to appreciate the dif-
ficulties for shipowners of compli-
ance and "to stand by the industry as
they traditionally have done."

The International Assn. of Inde-

pendent Tanker Owners has made
ISM Code compliance a condition of
membership, according to Francis
Vallat, one of its past vps.

He said more than half the ships of
INTERTANKO members have ISM

compliance. This number is expected
to rise to 85% by the end of 1997 and
to 95% by the July 1998 deadline.

The European Commission has
strongly backed ISM. Gilles Bergot,
administrator of the E.C.'s Maritime

Safety Unit, told the conference the
European Commission is fully con-
vineed the Code is an "extremely im-
portant" measure for safety at sea
and the environment and thus is

sending out a strong message that
there will be no flexibility on the July
1998 compliance deadline.

He said the European Commission
expects to have legislation in place
by the deadline that would enable
European Union ports to deny access
to ships without ISM certificates or
even to detain such ships, though he
acknowledged such detentions were
likely to be for only short periods, be-
cause they could lead to port conges-
tion.

SOMETIMES GOOD

THINGS DAN BE HARD

TO SWALLOW.

tf

T

However, Steven Redmond, under-

writing director at Eagle Star Rein-
surance Co. Ltd. in London and the

ILU's deputy chairman, expressed
concern about the possibility of flex-
ibility on the deadline. "As soon as
you give flexibility, you give more
and more leash to extend. I hope we
don't extend to such an extent that

ISM is actually worthless," he
warned.

He also was worried by Mr.
Bergot's statement that it would be
difficult to detain ships without ISM
compliance. He said if some form of
detention isn't put into force,"then
we chase vessels around the world,
which just pushes the problem away
for a period."

A strong backer of ISM, Mr. Red-
mond urged underwriters to support
it and implored all those at the RIMI
conference to put ISM certification
high on their agendas. Ell

12%

Rates remain soft

for cargo insurance
By EDWIN UNSWORTH

Cargo insurance buyersare enjoying continued
competition for their
risks, though under-
writers complain of an-
other year of soft mar-

ket pressures on profits.
Overcapacity and weakening rates,

cited a year ago as problems by cargo
underwriters, have only have wors-
ened in the past 12 months, according
to members of the International

Union of Marine Insurers.

"We see certainly another year of
enthusiastic cargo competition," stat-
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ed James Zrebiec, chairman of
IUMI's Cargo Committee.

"For many underwriters, particu-
larly those who have neglected to
match rate with exposure, the results
will turn exceptionally sou" he said.

At the same time, the problem of
cargo losses from thefts and hijack-
ings of high-valued merchandise also
continues to hit underwriters, accord-

ing to a survey of IUM['s 48 member
associations on cargo insurance
trends.

In fact, the survey found that the
only discernible factor causing an in-
crease in losses of more than $200,000
was the problem of hijackings or theft
of single
trucks or

IUMI
small vessels

"with the po-
tential of

tremendous

losses from a

single occur- PARIS 1997
renee," Mr.
Zrebiec said.

The results of the survey also indi-
cate that in addition to the problems
of competitive conditions and cargo
thefts, marine insurance associations
are concerned about:

• Increasing pressure on rates and
conditions as a result of the deregula-
tion of insurance around the world.

• The growing influence of the non-
marine insurance sector over marine

cargo underwriting.
• The "negligible" increase in cargo,

premium volumes, despite a rise in
the quantity and value of insured car-
goes.

• A trend of more cargo owners to
either rely on self-funding or
shipowners' liability insurance to
cover their losses, rather than buying
cargo insurance.

In addition to the concerns outlined

in the study, Mr. Zrebiec also warned
that some cargo underwriters are
adopting an "ignorance is bliss" ap-
proach.

That means they are underwriting
some cargo business, particularly for
bulk commodity shipments, with in-
adequate information about the risk,
Mr. Zrebiec said.

By not requiring the policyholder
to report details about the vessel, for
example, the cargo underwriter has
no information on the safety of the
cargo carrier or the hazards of the
shipping route.

Some of the accounts underwritten

in this manner may make a profit, but
results of others "will be disastrous,"
he warned.

Mr. Zrebiec said reinsurers may be
aiding this trend.

Cargo underwriters can charge a
rating surcharge if a ship has not
been classified as safe by one of the
ship classification societies, yet some
don't bother to do this, he noted.

Some reinsurers, however, don't
differentiate between cargo insurers
that follow this approach and those
that do not, he said.

Meanwhile, Michael Harding, car-
go underwriter for London-based
Eagle Star Reinsurance Co. Ltd, ex-
pressed his concern that consolida-
tion in insurance and brokerage in-
dustries will cause cargo underwrit-
ing to increasingly be rolled into oth-
er departments, rather then kept as a
separate entity within companies.

"How many of these have gone or
are in danger of going in with the in-
dustrial departments? Has the rela-
tive important influence of cargo
been relegated? Are the package poli-
cies which did so much damage in the
late 1980s to be resurrected

See Cargo on page 18
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Spotlight report

Cargo
Continued from page 16
in large numbers? If so, are we
coping with them more compe-
tently and asking the correct
questions via these new depart-
ments, or is price still the overrid-
ing factor?" Mr. Harding asked.

He echoed the survey's finding
that cargo shippers, despite falling
rates, are relying less on tradition-
al cargo insurers to cover their
risks.

"The risk manager of today is
using the soft market conditions
to broaden and extend the scope
of his cover, while self-insuring
his 'bread and butter' cargo expo-
sures," Mr. Harding said.

Richard Lowther, risk manager
for B.A.T Industries PLC, main-
tained that while there always

will be a need for the cargo insur-
ance specialist, the future of risk
financing lies in establishing a
balance between retaining the
technical skills of cargo under-
writing and developing broader-
based products to satisfy the more
general demands of many cus-
torners.

"The aspect of underwriting
may actually become less impor-
tant than some of the other ser-

vices that the cargo (insurance)
community can provide as the
structure of our business

changes," he said.
Other services, he said, could in-

clude providing coverage and ex-
pertise on the risks of protecting
such items high-value scientific
equipment, including satellites;
medicines and pharmaceuticals;
and valuable goods, such as bul-
lion and fine arts. lai

Underwriters awash in challenges
Worries include fleet ages, handling techniques and strict liability
By EDWIN UNSWORTH

Adaman-

tiadis, president of
the International

Union of 1\,Iarine In-

surers, opened the
group's 52nd annual

conference saying the theme, "Ma-
rine Insurance-The Way Forward,"
"mirrors our deep concern about the
threats and opportunities which sur-
round us."

Mr. Adamantiadis, a marine un-
derwriter with Athens, Greece-based
Hellas Insurance Co. S.A., warned:
"We either go forward, or marine in-
surance stagnates and becomes in-
corporated or absorbed by other larg-

er lines of the insurance industry,"
The way forward requires that un-
derwriters "reinvent the business" by
starting to question the old rules un-
der which they operate.

Marine insurers are operating in a
global marketplace characterized by
a wealth of opportunities but also
challenges, said Jean Arvis, president
of the Federation Francaise des Soci-

etes d'Assurances. He gave the
keynote speech at the 1997 RJMI
conference, held earlier this month in
Paris.

His theme, "Marine Insurance To-
day: Issues at Stake," kicked off the
conference with an outline of the fa-
vorable economic context in which

marine insurers now operate. World

'
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At Mutual Marine Office, we
aren't afraid to face up to the
toughest challenges. In fact, our
underwriters tackle complex
marine liability risks every day.

That's because marine liability
is one of the only coverages we
write.Whether it's marine contrac-

tors, stevedores, wharfowners, or
marine products manufacturers,

we've been delivering innovative,
competitive solutions for more
than 30 years.

So when you're confronted
with a difficult marine liability
exposure and want the security
of an A+ rated carrier, turn to
Mutual Marine Office.We'll face

your toughest risks without turning
to stone.

MUTUAL MARINE OFFICE

Part of NewYork Marine Group
800-367-0224

330 Madison Avenue, NewYork, NY 10017
300 South Wacker Drive. Chicago, IL 60606
345 California St, San Francisco. CA 94104

MMO Group is comprised of NewYork
Marine And General Insurance Company,
Gotham Insurance Company and Mutual
Marine Office

trade has been growing steadily for
five years, and maritime shipments
from which marine underwriters

make their living have also increased
with the prospects of demand for
shipping "particularly encouraging
for the years to come."

However, Mr. Arvis, who also is
chairman of Groupe Victoire, one of
France's biggest insurance compa-
nies, said there is one overriding wor-
ry about the global merchant teet: its
increasing age. The average age od
vessels afloat

thi is32 -LU MI
lying when RA,;,11

"the constant 1&31054N
question about V14#07
the quality of PARIS 1997
their mainte-

nance, management and even some
commercial practices."

Other challenges facing marine un-
derwriters come from bigger, faster
vessels and quicker cargo-handling
techniques, which are increasing the
concentration and frequency of risks.
At the same time, marine insurers,
like underwriters of other classes of

risks, face growing calls from clients
for more guaranties. Among these are
calls to cover costs associated with

delivery delays, Mr. Arvis said.
The changing legal environment is

another challenge. Mr. AViS said that
while maritime law has been based
for decades on the principle of due
diligence, meaning whoever caused
the harm is liable, this is being in-
creasingly "manhandled" so that car-
riers and shipowners are being grad-
ually imposed with a strict liability
that increases their commitments
and thus those of their insurers.

Still further challenges come from
the globalization of underwriting and
the cover of corporate risks, the con-
centration of insurance companies
and brokerage firms through
takeovers and mergers, the opening
up of new markets in Eastern Europe
and Southeast Asia, and the in-
creased use of captives.

Mr. Arvis warned it is imperative
that the marine insurance market
find a lasting stability. Not to do so
would risk a loss of investors or the

marginalization of marine risks with-
in the insurance sector.

In 1995, the latest year for which
IUM[ has global figures from its 48
member associations, global marine
insurance premiums in 1995 totaled
$16.7 billion, slightly down from a re-
stated $16.81 billion in 1994. The hull
account was worth $5 million, down
11.2% from 1994. Transport and car-
go in 1995 generated premiums of
$8.5 million, up from $8 billion. Pre-
miums for offshore and energy busi-
ness were $1.2 billion, down from
$1.5 billion.

The figures, compiled for IUMI by
Norway's Central Union of Marine
Underwriters, show London re-
mained the top marine insurance
market, accounting for $3.4 billion of
1995's total marine premiums, of
which $2.5 billion was underwritten
at Lloyd's and $957 million by mem-
ber companies of the Institute of
London Underwriters. This com-

pares with a restated $4 billion un-
derwritten in London in 1994, of
which $2.8 billion came from Lloyd's
of London and $1.2 billion from the
ILU.

Japan remained the second-largest
marine insurance market, accounting
for $2.9 billion of 1995's premiums,
against $2.95 billion in 1994. The
United States stayed in the same po-
sition, with 1995 premiums of $1.:4
billion, little changed from $1.56 bil-
lion in 1994. ini



It's Why We See Things Others Don't.
And So Do Our HPR Customers.

With an average of more than 15 years experience in the each customer's needs. It's a cohesive approach you won't
field, Zurich-American's HPR engineers bring unparalleled see anywhere else...and it's grounded in Zurich's A+ rating
insight to engineering highly protected risks - insights that (A.M. Best), and the assurance ofconsistent quality that
translate to superior HPR coverage, and creative, flexible comes with Zurich's worldwide network.

solutions that stand out from the rest. Witness firsthand the benefits of our HPR engineering
Through multi-line facilities nationwide, Zurich-American experience - and the Power of

also builds comprehensive global property solutions - Partnership with Zurich-American.
combining HPR with boiler & machinery, marine and Contact your agent or broker, or call: 
specialty property coverages to most efficiently accommodate 1-800-382-2150.

Zurich-American. The Power of Partnership? ZURICH
© 1997 Zurich Insurance Company
Coverages underwritten by Zurich Insurance Company
or another member of Zurich-American Insurance Group. -.4.6.'W.Al.- ..•nn
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Never Stoos Adding
Ski-s Ant- Talent.

Reinsurance is not only a matter of capacity. A leading

reinsurer must offer an enormous variety of skills and expertise.

Swiss Re is actively acquiring companies that match our strategic

goals, creating new operating units, and adding expert staff.

Our strategy of staffing our branch offices with skilled

specialists from many reinsurance disciplines enables us to act

quickly on a local basis. For example, our Chicago office now has

actuarial and daims professionals who provide customized service

to our Midwest clients, supplementing our staff in New York and

San Francisco.

New senior people add to our experience in many other areas,

induding workers compensation and professional liability lines.

Our newly created Client Services Department is dedicated to

providing top quality value added services to clients.

And our Economic Research unit, which publishes our

authoritative SIGMA reports, has opened a new office in New York

to provide even more insightful reports on the US market.

Swiss Re America.

The reinsurer that keeps getting better.

Swiss Re America

111

Visit our websites: www.swissreamerica.com and www.swissre.com

SWISS REINSURANCE AMERICA CORPORATION 237 PARK AVENUE, NEW YORK, NY 10017 TOLL FREE (888) SWISS RE
ATI ANTA RnETAN rwrann nAt I AQ NIAA# VARY DWil AnCI DUIA DuncAllv 0/kliDiA/Vern
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A Spotlight Report on
'S/ORKERS COMPENSATION

including BIt Directory of
SAFETY CONSULTANTS & REHABILITATION SERVICES

and bonus distribution at ASHRM, Baden-Baden, Business
Brs Workers Comp Conference, and MCEIRMC Insurance

www.businessinsurance.com
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ASK A BENEFIT MANAGER

Q
What are the maior provisions

we should be aware of in the

latest legislation affecting
retirement plans?

The new legislation includes the

 Balanced Budget Act of 1997 and theTaxpayer Relief Act of 1997. Because

this legislation covered extensive
ground, this column will highlight
the key points benefit professionals
need to consider.

The major provisions affecting tax-
qualified retirement plans include these:
• Mandatory cash-outs.

This change allows employers to remove from their
pension rolls former employees whose accrued benefits have
a present value of up to $5,000. That's an increase from the
former $3,500 cash-out limit. This means that if the present
cash value of a forme employee's pension at normal
retirement age is $5,000 or less, the plan can distribute that
amount to the former employee now rather than holding it
until he reaches age 65. This provision, effective in 1998, is a

plus for plans because it eliminates small dollar amounts
from plans and therefore eases the administrative buden
and cost of maintaining these small amounts.
• Fifteen percent excise tax.
This tax is eliminated for excess distributions mceived

Jan. 1, 1997, and thereafter. This is a real advantage for the

individual and one less item with which plan administratons
need to be concerned.

• Full funding limit.

For qualified pension plans, the full funding limit is
increased from the current 150% of current liability to 155%
in 1999 and 2000; 160% in 2001 and 2002; 165% in 2003 and

2004; and 170% in 2005 and after. The additional

cantribution allowed by the new full funding limit must be
amortized over 20 years. Currently, 10-year amortization is

required. This amortization is effective for plan years

beginning on orafter Jan. 1, 1999.
The unamortized balance as of the close of the plan year

priortothe 1999 plan yearmust be amortized over a period
of years equal to 20 sears, less the number of years since the
amortization base was established.

This change is positive for those plans wishing to make
larger contributions to their pension plans. However, this
will not impact many plans.
• Employer stock limitations.
No more than 10% of employee elective 401(k) deferrals

may be required to be invested in employer stock. However,

there are some exemptions:

• For employee-elective 401(k) deferralsto anESOP.
• If the value of all defined contribution plans of the

employer does not exceed 10% of the total assets of all

quaified retirement of the employer.
• H not more than 1% of an employee's eligible

compensation deposited to the plan as an elective deferral is

required to be invested in employer stock.
The effective date for this provision is for plan years

beginning before 1999.

Because most corporate employer 401(k) plans provide for

company stock, many plans may be affected by this change.
• Rollovers.

It is not necessary for a distributing plan to have a

determination letter from the IRS in order for a plan
receiving a rollover contribution to reasonably conclude that
it is a valid rollover contribution. This eliminates the need

for the distributing plans to provide a determination lette
and of receiving plans to check for a determination letter for
rollovers. This is a plus for plan administrators and
employers. This change is effective Jan. 1, 1998.
• New technologies.
The secretaries of treasury and labor are required to issue

guidance designed to interpret the notice, election, consent,
disclosure and time requirements under the IRS code and
ERISA relating to retirement plans as applied to the use of

new technologies by plan sponsors and administrators, while

protecting rights of participants and beneficiaries. Also to be
examined is the extent that paperless transactions can be
utilized. The guidance istobeissued nolater than Dec. 31,
1998, with final regulations not to be effective until the first

plan year beginning at least six months after issuance of
final regulations.

While the time line on this provision is a few yeans in the

futum, I am happy to see that these issues are under review.
It is not too early to start thinking about how to improve the
administration and communication of your plans through
electronic means. The use of intranets and the Internet

provides many opportunities to streamline plan
administration.

These opportunities may include providing employees
summary plan documents on a database on your intranet or
e-mail system or allowing employees access to their benefit
information via the Internet. Hopefully, clear guidance
regarding electronic communication will be provided.

• Ten percent excise tax.
There is an additional exception to the 10% excise tax on

non-deductible employer contributions to a qualified

retirement plan. This involves contributions to one or more
defined contribution plans that are not deductible because
they exceed the combined plan deduction limit. The

exception only applies to the extent that contributions do not
exceed the amount of the employer's matching contributions
plus the elective deferral contributions to a 401(k) plan. This
change is effective for taxable years beginning Jan. 1, 1998,
and thereafter.

• Summary plan descriptions.
Employee benefit plans no longer are required to file

SPDs and summaries of material modifications, or SMMs,

with the Department of Labor. However, the DOL may
request an employer to furnish these documents. The fine for
non-compliance is up to $1,000.

Again, this is a plus for plan administrators, as it is one

less administrative task. However, the requirement for

producing SPDs and SM Ms remains. We still need to ensure
that we develop the SPDs and SMMs and are prepared to
furnish the materials if requested. Communication of
employee benefits is today one of the most important
functions of benefits.

This change does not affect the need to continually

communicate the value and ensure understanding of our
benefit programs to employees.
• IRAs.

Although IRAs do not directly affect employers'

retirement plans, plan administrators should be aware of
them. There are now two types of IRAs: the Roth IRA and
the standard deductible IRA.

The Roth IRA allows for a maximum post-tax

contribution up to $2,000 (indexed) each year, reduced by
contributions to deductible IRA. Contributions are phased

out for incomes above $95,000 (single) and $150,000
(married). Distributions are not taxable if held for five years
and distributed after age 591/2 or for death, disability, or

first-time home expenses up to $10,000.
With the deductible IRAs, income limits are raised to

$30,000 (single) from $25,000, and $50,000 (married) from
$40,000. The income threshold for the single taxpayer will be
gradually increased to $50,000 by 2005, with deductibility
phased out at $60,000. The income threshold for married
taxpayers will increase gradually to $80,000 by 2007, with
deductibility fully phased out at $100,000. Penalty-free
withdrawals will be allowed for first-time home purchase up

to $10,000 or for qualified education expenses.
These changes in IRAs give individuals more flexibility to

save for retirement outside of the company retirement plan.
Ovemll, the changes to Iptirement plans provided by this

legislation are positive. It is very good to see legislation that
eases the administrative burden of plan administrators and

in some cases reduces plan participants' tax burden. While

these changes are not monumental, they are changes in the
right direction.

One word of caution for plan administrators is that the
effective dates do vary widely. Make sure you mark your

calendars accordingly.

Material in this article does not constitute accounting, tag
investment, legal or business advice. You should review your
specific situation with pmfessional advisens. ini

Would you tike advicefrom an ezoperienced colleague on a risk

management, benefits management or actuariat problem?Four

quarterlyfeatures in the Perspective section of Business Insur-

ance cang:ve yousomeanswels

Ask A Benefit Manager, Ask A Risk Manager, Ask A Benefit

Actuary and Ask A Casualty Actuary

answer written questions*om readers

on risk and benefits management issues

and actuarial problems.
L.·*»-Ass--- This month's column on employee

_,wiTJ beneAt management issues is written

'-3 f 1Ft,5 by Dennis J. Nirtaut, managing direc-
tor of compensation and benefits for

-dU Andersen Worldwide S.C. in Chicago.
/A Christopher E.Mandel, director of risk

g management at PepsiCo Restaurant
Services Group in Louisville, Ky., an-

Mr. Nirtaut
swers questions on risk management is-

sues. William J. Miner, an actuary with Watson Wl/att World-

wide in Chicago, answers actuariat questions on benefits issues.

And, Richard E. Sherman, president of Richard E. Sherman &

Associates Inc. in Ashtand, Ore., answers actuarial questions in
the casuattyfield

Address your questions to ASK, Business Insurance, 740 N.

Rush St., Chicago, m. 60611. Please give us your name, title and

employer; however, Business Insurance will consider unsigned
letters.

Court upholds benefits denial in service station fall
A tissue in this case before the Supreme Court of Missouri

Ilwas whether an employee who suffers an idiopathie-or
of unknown cause-fall was entitled to workers

compensation benefits. The court concluded he was not.
Verne L. Abel fell while working for a service station as a

gas attendant. Mr. Abel went to an outside credit card
machine to check credit card receipts. He stood on level,
paved ground at the time of his fall. Mr. Abel attended to the
credit card receipts and stood for five to 10 minutes, then he
fainted, fell backward and hit the back of his head on the

driveway. He sustained an intercerebral hematoma requiring
hospitalization. Mr. Abel was denied workers compensation.

Legal Briefs
The appellate court said an employee must show the

injury was caused by an accident arising out of and in the
course of employment to receive compensation. An accident
arises out of the employment relationship, the court said,
when there is a causal connection between the conditions

under which the work is required to be performed and the
resulting injury. According to the court, although Mr. Abel's
injuries occurred in the course of his employment, nothing
about the condition of his workplace enhanced the effects of

gravity or made the conditions of his workplace any

different from or more dangerous than those the public could
expect to confront. The court affirmed the denial.

Abet vs. Mike Russell's Standard Service, Supreme Court
of Missouri, June 25, 1996 (BI/01/M.-$10) /2/

These abstracts were prepared by Mayo H Stiegler. Copies
of these decisions are avaitable by sending a $10 check
payable to Mayo H Stiegler, to Business Insumnce, 740 M
Rush St., Chicago, 111. 60611-2590. List the number for each
opinion.
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Continued fom page 2

"We're moving toward a world of a
handful of insurance providers," he
warned. "That won't satisfy client
needs."

John K. Latham, president and
chief executive officer of Colony In-
surance Co. of Richmond, Va., com-
pared the insurance industry consoli-
dation with that of the banking in-
dustry.

"I think they provide a great role
model for the insurance industry.We
should do the opposite," he quipped.
"They're moving farther and farther
away from the customer."

In some cases, brokerage mergers
and acquisitions may produce consol-
idation on the insurer side, limiting
choices for insurance buyers, pointed
out Mr. Latham.

Indeed, when stock prices reach a
certain level, it's easier for companies

n

to grow by acquisition rather than
policy by policy, pointed out Simon
Noonan, senior manager of financial
services with KPMG Peat Marwick in

Atlanta.

To maintain their competitive edge
after an acquisition, newly merged
companies will be forced to keep an
eye on the bottom line, panelists
pointed out.

In many cases, that will most likely
mean staff cuts, predicts Mr. Latham.

"Personnel costs are the biggest
component of expenses" for insur-
ance companies and brokerages, he
pointed out.

The merged companies also will
likely invest the money saved by re-
ducing staff size in technology so they
don't lose efficiency, he predicted.

"You can only have so much over-
head, so these companies will likely
have to cut staff to pay for technolo-
gy," he said.

Despite the urge to merge that
seems to have taken over large indus-

try operators, many companies that
remain independent stand to benefit,
the panelists said.

"There are a lot of independent
agents who want to stay indepen-
dent," pointed out Thomas Curtain,
chairman of surplus lines brokerage
firm Cooney, Rikard & Curtain Inc. in
Birmingham, Ala.

Besides, "Aon isn't interested in

small-town America," he added,
pointing out that the majority of the
acquisitions made by Chicago-based
Aon Corp. have been large operations.

"Nimbleness can't always be dupli-
cated in larger organizations," ob-
served Mr. Latham. "A 300-pound
ballerina doesn't dance all that well,"
he said.

In some cases, insurance buyers
will turn to boutiques if they think
the companies they had been doing
business with will change as a result
of a merger, suggested Mr. Millette.

When Munich Reinsurance Co.

bought American Re Corp.. many of

-
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Completing the Concept

This year's program includes general

sessions, roundtable discussions and

concurrent workshops on the following:

a Basics of Captives and Risk Financing

¤ Risk Managers Round Table

• Selecting the Right Domicile for Your Captive

o Loss Reserves: The Complete S:ory

a The Tax and Regulatory Issues

o Latin American Captive Developments

9 Reinsurance: Accessibility, Affordability, Necessity

a Rent-a-captives: A Time to Lease; A Time to Buy

¤ Group Health Care Captives

m Multiyear, Multiline: The Complete Risk Financing
Solution?

9 Fronting and Workers Compensation

o The Future Is Not What it Was

¤ Wheeling, Dealing and Stealing

m Captive Case Studies

¤ Plus, the World Captive Forum Go f Tournament

November 16 - 19, 1997

Turnberry Isle Resort & Club
Aventura, Fla.

(Close to Miami & Fort Lauderdale Airports)

Keynote Speakers:

Heidi Hutter, Swiss Re America

Patrick G. Ryan, Aon Corp.

Sponsored by:

Business insurance
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the clients "Went shopping" for new
reinsurers, because many of them had
chosen the companies based on their
individual philosophies, he said.

Mr. Curtain predicts many of the
clients of Johnson & Higgins and
Marsh & MeLennan Cos. will likely
do the same because the two broker-

ages "have two very dissimilar cul-
LIU C/.

"Some clients won't like it, but

they've got choices," he said. "There
are other organizations they can go
toi.

Indeed, some surplus lines mar-
keters attending last week's NAPSLO
conference found that in many ways
it resembled an employment fair.

"We look for producers who've
been disenfranchised by the merg-
ers," said Anthony T. Sidoni, presi-
dent of The Walker Group, a surplus
lines broker in Syracuse, N.Y.

In many cases, the decision of
whether to stay with the newly
merged organization or to go off on
their own depends on the age of the
producer,Mr. Sidoni said during an
interview after the panel discussion.

"Those in their 50s or older may de-
cide to stick around, while the
younger ones in their 305 and 40s are
more willing to open their own
shops," he said.

"As a matter of fact, we're seeing
that happen quite a bit," Mr. Sidoni
said. "At the conference I ran into half

a dozen broker/producers who have
decided not to stay with the merged
company and are going to go off on

their own."

In order to compete with the pow-
erhouses being created by merger and
acquisition activity, the remaining in-
dependent insurance suppliers "will
have to do something to d*ferentiate
themselves," Mr. Springman said
during the interview with Business
Insurance.

"The day of the generalist is over.
And even if you're a generalist, you're
going to have to do something differ-
ent," he said.

"The entrepreneurial, innovative
person who comes in early, stays late
and keeps his nose to the grindstone
will always do well," concurred Mr.
Latham during the NAPSLO panel
discussion.

"You can't just sit in the porch
rocker reminiscing about the good old
days," he said.

"You've got to get out of the box,
look forward, not back" urged David
L. Eslick, senior vp-sales and market-
ing in Cincinnati for USI Insurance
Services Corp.

"Look at the early 19005," he said.
"Railroads controlled transportation,
but they didn't know that. They
thought they were in the railroad
business. But if they had thought oth-
erwise, they'd own the airlines to-
day."

"Don't think you're just in the in-
surance business," he warned.

"If change bothers you, this is not
your game," Mr. Curtain agreed.

Mr. Noonan of KPMG Peat Mar-

wick moderated the panel El

NAPSLO outlines

six strategic goals

e

ORLANDO, Pla.-Over the next
three years, the National Assn. of
Professional Surplus Lines Offices
Ltd. will lobby for more uniform
and efficient surplus lines industry
regulation.

This objective was one of six
goals outlined in the "NAPSLO
Strategic Plan: 1998-2001," un-
veiled during the organization's

annual conference Sept. 17-20 in
Orlando, Fla. More than 2,000

NAPSLO members and guests at-
tended the event.

The other five goals in the NAP-
SLO Strategic Plan:
• Enhance the understanding

and competence in the surplus
lines industry.
• Make implementing

technology solutions

easier.

• Enhance communi- ,

eation to members on

critical issues affecting
the wholesale distribu-

tion system and/or the
surplus lines industry.
• Improve networking between

NAPSLO and other industry
groups.

• Ensure NAPSLO operates effi-
ciently and effectively.

A survey of NAPSLO members
conducted in December 1996 by
Chevy Chase, Md.-based research
firm Schlegel & Associates helped
the NAPSLO Strategic Planning
Committee to develop the three-
year agenda.

"The committee did a great deal
of work for the association, and the
new plan will provide direction for
future boards in dealing with all of
the issues that arise," said outgoing
NAPSLO President Gary West-
phalen when he unveiled the plan
at the annual business meeting.

"With changes occurring each
year on the board, it is important
to have a plan to provide continu-
ity to our actions," he said.

The NAPSLO special committee
was appointed last fall to work

on the plan.
In the survey, NAPSLO mem-

bers were asked to evaluate cur-

rent NAPSLO programs and say
which should receive more, less or
the same amount of emphasis over
the next three years.

A 52% majority said legislative
and state regulatory issues and ex-
cess and surplus lines schools
should receive more emphasis over
the next three years.

Members also cited as top prior-
ities resolving inconsistent state
SUIplUS lines tax laws and deregu-
lation of the commercial insurance

industry.
However, there was no clear

consensus regarding whether
NAPSLO should take a po-

sition on such deregula-
tion of commerciallines.

Fifty-two percent of the
1 survey respondents fa-

vor supporting the idea,
while 48% oppose it or

say they are uncertain.
Other issues survey respon-

dents suggested NAPSLO should
get more involved in were teehni-
cal issues affecting wholesale mar-
kets and brokers and the role of

banks in insurance.

Of the 755 NAPSLO member

companies surveyed, 302 respond-
ed, for an overall response rate of
39%. Of the total respondidg,
73.2% were from wholesale bro-

kerage firms, 14.9% were from
company and underwriting man-
ager firms, and 11.9% were from
associate member firms.

The 1998 annual NAPSLO con-

ference is set for Sept. 9-13 in San
Francisco. The conference is a

members-only event.
For more information, contact

the National Assn. of Professional

Surplus Lines Offices Ltd. at 6405
N. Cosby, Suite 201, Kansas City,
Mo. 64151; 816-741-3910; fax: 816-
741-5409; e-mail: napslo@mi-
crolink.net.

-BY Joanne Wojcik
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MOAC
When it Comes to Marine Insurance...

The Name to Know is MOAC

Springman takes
helm at NAPSLO

President views education as part of role
By JOANNE WOJCIK

le)

ORLANDO, Fla.-The National
Assn. of Professional Surplus
Lines Offices Ltd. will likely take
a more activist role under

the leadership of Paul
Springman.

"This is a difficult eli-

mate we're operating in,
and it's time we have a

louder voice," said Mr.

Springman, . ..
who was

named NAPS-

LO's presi-
dent at its an-

nual meeting :'
earlier this

month in Or-

lando, Fla. '
He succeeds

Gary D. West-
phalen, presi-
dent of West-

phalen, Mr. Springman
Bradley &
James Inc., an Oklahoma City-
based surplus lines broker.

Mr. Springman is president of
Evanston Insurance Co. and pres-
ident and chief operating officer
of Evanston's underwriting man-
ager, Shand Morahan & Co. Inc.,
also based in Evanston, Ill. Both
companies are wholly owned sub-
sidiaries of Markel Corp. of Rich-

mond, Va.

Even though the surplus lines
market generates just 7% of the
total U.S. gross insurance premi-
um volume, "we are the historic

incubators of new products"
and therefore should be

heard, Mr. Springman
pointed out.

But Mr. Springman
admits that building a
consensus among a

group considered to be
the entrepreneurs of the

insurance industry won't be
an easy task.

Equally challenging is the fact
that Mr. Springman is only the
second insurance company execu-
tive to be NAPSLO president.

Kevin Brooks, president of Gen-
eral Star Insurance Co. of Stam-

ford, Conn., served as NAPSLO
president in 1989-90.

"It's a challenge to serve as
president of what historically has
been a broker-driven organization
that doesn't always reach a con-
sens.us on issues," Mr. Springman
said.

For example, even though
"NAPSLO has always advocated
making placement of surplus lines
easier," the organization hasn't
officially taken a position on the
issue of whether to deregulate the

See Springman on nert page
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commercial insurance industry,
Mr. Springman pointed out.

"The E&S market is more close-

ly regulated in the domiciliary
state than standard insurers are,"
he said.

"So NAPSLO isn't likely to sup-
port commercial deregulation
without a quid pro quo for the ex-

Fan hit

by foul
baseball
to sue

By JUDY GREENWALD

SAN FRANCISCO-A base-

ball fan injured by a foul ball af-
ter being distracted by a seven-
foot tall dinosaur mascot can sue

the home team after the Califor-

nia Supreme Court's denial of a
petition to consider the issue.

In denying a petition for re-
view in John Lowe vs. California
League of Professional Baseball,
et al., the California Supreme
Court let stand a July 1, 1997,
appellate court ruling that con-
cluded Mr. Lowe can sue be-

cause the mascot who distracted

him during a 1994 minor league
baseball game was not an inte-
gral p of the game.

According to the decision by
the fourth district appellate
court in San Bernardino, Calif.,
fans such as Mr. Lowe who sit in

unscreened seats normally as-
sume the risk of being hit by foul
balls, which are "inevitable or

unavoidable in the actual play-
ing of the game."

In this case, however, Mr.
Lowe was distracted by the an-
ties of "Tremor," a caricature of
a dinosaur with a protruding tail
who is the team mascot for the

Rancho Cucamonga Quakes.
Mr. Lowe was repeatedly hit

around the head and shoulders

by Tremor's tail while sitting in
his seat, according to the appel-
late decision He turned around

to look at Tremor and had just
turned his head back toward the

field when the foul ball hit him.

Among his injuries were nu-
merous broken bones, including
a broken nose and cheekbone, as

well as permanent nerve dam-
age and dentalinjuries, said his
attorney, Claremont, Calif.-
based Marjorie A. Seapy, a sole
practitioner.

A trial court granted summa-
ry judgment in favor of the de-
fendants and dismissed the case.

In overturning that decision,
the appellate court noted games
occasionally are played where
the mascot is not present. "In
short, the game can be played in
the absence of such antics.

Moreover, whether such antics
increased the inherent risk to

plaintiffs is an issue of fact to be
resolved at trial," says the deci-
mon.

The attorney for the team
could not be reached.

.

John Lowe, plaintiff and ap-
petiant, vs. California League of
Professional Basebalt, et al., de-
fendants and respondents, Court
of Appeal, Fourth District, Divi-
sion Two, State of California,
E017721, July 1,1997.

cess and surplus lines industry,"
he explained. "That wouldn't be a
level playing field."

Already NAPSLO has surveyed
its membership on whether the
organization should take an offi-
cial stand on the deregulation is-
sue (see related story, page 24).

According to the survey find-
ings, 76% of wholesale brokers
and 86% of surplus lines insurers
favor the "concept" of commercial
lines deregulation.

"But when they were asked to
give specifics, they say they don't
understand," Mr. Springman said.

Recognizing this lack of under-
standing within the surplus lines
market, Mr. Springman said he
sees education as part of his role
as NAPSLO president.

"I must walk a fine line know-

ing when to educate and when to
regulate," he said.

Besides Mr. Springman, other
new officers were installed during

this year's NAPSLO conference.
They are:
• Vp Orville D. Jones, chairman

and chief executive officer of

Crump Insurance Services Inc. in

Richmond, Va.

Elected to three-year terms as
directors were Jim Griffith, presi-
dent and CEO of Princeton Risk

Managers Inc. in Princeton, N.J.;

'So NAPSLO isn't likely to support
commercial deregulation without a quid
pro quo for the excess and surplus lines
industry,' says Paul Springman.

Dallas, a unit of Sedgwick Group
P.L.C.

• Secretary Timothy M. Peder-
sen, president of Travis-Pedersen
& Associates in Chicago.
• Treasurer John K. Latham,

president and chief executive offi-
cer of Colony Insurance Co. of

and Terrence Winkler, CEO of In-
surance Brokerage Services in
Chicago.

Samuel Anderson, senior vp of
General Star Indemnity Co. in
Stamford, Conn.; Euclid G.H.
Black, president of Black/White
Insurance Brokers in Oakland,

Calif.; and Gene Keating Jr., pres-
ident and CEO of American Equi-
ty Insurance Co. of Scottsdale,
Ariz., were re-elected for new
three-year terms.

NAPSLO is a 24-year-old na-
tional trade association based in

Kansas City, Mo., that represents
the surplus lines insurance indus-
try. Surplus lines is a specialized
segment of the insurance business
also referred to as non-admitted,
specialty and/or excess lines.
Risks are generally placed with
the surplus lines market when
they cannot be placed in the ad-
mitted or licensed market.

NAPSLO represents surplus
lines insurance agents and bro-
kers, managing general agents,
underwriting managers as well as
surplus lines insurance compa-
nies.

NAPSLO has more than 1,100

member companies in the United
States, Canada and England. £Ii
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NAIC
Continued from page 2
just rate regulations, the proposal
says.

Relevant factors for differentiat-

ing the two classes of buyer may in-
clude size, complexity, geographic
locations, number of employees, so-
phistication level and ability to ab-
sorb loss, according to regula:ors'
discussions.

The Risk & Insurance Manage-
ment Society Inc. is expected to
provide relevant database informa-
tion to help state regulators design
appropriate parameters, following
an offer by Anne Allen, RIMS' state
legislative counsel.

The drafting group of the NAIC's
Special Committee on Regulatory
Re-engineering is committed to
completing its task by the organi-
zation's winter quarterly meeting
in Seattle in December, said draft-

ing group Chairman Robert G.
Lange of Nebraska, who took over
the effort a few months ago follow-
ing the previous chairman's resig-
nation.

The Commercial Lines Property
& Casualty Committee is anxious
to begin modifying model rating
and other laws as a way to encour-
age states to implement the recom-
mendations, according to commit-
tee Chairman Darla L. Lyon of
South Dakota.

Mr. Lange said the latest draft"is
a little more comprehensive and
better organized" than the version
discussed in June.

The draft still includes many pro-
business recommendations to

states, including:
• Form filing laws should exempt

multistate commercial insurance

policyholders of all sizes-and
some insurers-from various can-

cellation, notice, coverage and non-
statutory requirements.

r*

Other states also may consider
adopting a Colorado program for
insurers to self-certify that they are
using state-required forms rather

alternative by states with prior ap-
proval laws.
• Surplus lines export lists, which

identify risks for which a state does

'RIMS generally endorses the letter but
didn't sign it because the letter addresses
issues outside the scope of RIMS' main
concerns,' says Anne Allen.

than having to file samples with
each insurance department, ac-
cording to a suggestion made last
week by Colorado Deputy Commis-
sioner Maryellen Waggoner, who
serves on the drafting group.
• Flex rating, which makes it eas-

ier for insurers to make minor rate

changes, should be approved as an
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not have a ready market, should be
adopted to make it easier for buy-
ers to find coverage.
• Countersignature laws in 36

states, which typically require sig-
natures from agents in at least two
states to place a risk, should be
eliminated as unnecessary.

In addition, drafters of the dereg-
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ulation proposals endorse current
NAIC initiatives such as the Pro-

ducer Information Network, which
is designed to improve agent licens-
ing. They also will add wording en-
dorsing the Accelerated Licensure
and Evaluation Review Techniques
project, which is designed to stan-
dardize insurer licensing forms.

In related issues, drafters reject-
ed the idea of creating a special
class of industrial insurer and rec-

ommended that states allow more

flexibility in their regulation of
workers compensation.

But they have not decided
whether it is appropriate to exempt
large commercial buyers from
mandatory participation in guar-
anty funds or residual market
mechanisms.

The deregulation proposals are
generally in keeping with the prin-
ciples outlined in a recent letter by
an Ad Hoc Industry Group on
Commercial Lines Deregulation,
which represents about a dozen
companies including insurers, bro-
kers and consumers. The Coalition

of Alternative Risk Funding Mech-
anisms and Kansas City, Mo.-based
Hallmark Cards Inc. are among its
mernbers.

"RIMS generally endorses the
letter but ((in't sign it because the
letter addresses issues outside the

scope of RIMS' main concerns,
which are rate and form deregula-
tion," Ms. Allen said.

However, insurers have some
concerns about the current draft.

The Alliance of American Insur-

ers would like to see more propos-
als that would reduce insurer
transaction costs related to the fil-

ing of forms.
Members of the National Assn. of

Independent Insurers have "serious
concerns" over proposals that seg-
ment or fragment the marketplace
by giving the benefits of deregula-
tion to only large commercial risks,
according to its Sept. 15 letter.

Comments on the draft position
paper should be made by Oct. 15 to
Mike Barth at the NAIC's office in

Kansas City, Mo.
In other action at the meeting last

week:

• NAIC President Josephine
Musser announced plans to resign
as Wisconsin's insurance commis-

sioner when her NAIC term ends at
the conclusion of the NAIC's winter

national meeting in Seattle in De-
cenlber.

Wisconsin state law prevents her
from discussing her future plans
while serving as commissioner, Ms.
Musser said. However, published
reports are that she intends to run
for the congressional seat held by
Rep. Scott Klug, R-Wis., who will
not seek re-election in 1998.

• NAIC members formally adopt-
ed a draft resolution outlining the
organization's position on 21 key
issues related to financial services
modernization. The rneasure

specifically addresses proposals
found in federal legislation, H.R.
10, the Financial Services Competi-
tion Act of 1997.

The NAIC resolution outlines'

members opposition to any pre-
emption of state authority over the
business of insurance, especially in
the areas of mutual holding compa-
nies or state redomestication. State

insurance regulators are seeking an
affirmation by Congress of "func-
tional regulation," whereby the
states would regulate all insurance
products regardless of whether
they are sold by banks or insurers.
• In keeping with the meeting

theme of "Get Up, Stand Up for
State Regulation," NAIC regulators
visited key members of Congress
and hosted a reception for them
on Capitol Hill. They also heard
encouraging words from Rep.
Earl Pomeroy, D-N.D., a for-

Continued on ncrt page



Continued from previous page
mer insurance commissioner and

NAIC president, as well as Wash-
ington, D.C., Mayor Marion Barry.
• NAIC regulators are seeking

comment by Oct. 29 on a final
package of about 20 redrafted
statutory accounting principles,
which will be available soon at the

NAIC's World Wide Web site.

Many insurers were pleased that
regulators agreed to remove in-
vestment limitations in favor of

disclosure of investments. Howev-

er, they are upset that the final
package of papers is not yet avail-
able for them to comment on.

Despite that, regulators are
pushing the measures through the
NAIC's committee structure in

hopes of expediting the NAIC's
Formal adoption of the measure,
which could occur as early as De-
cember, though March 1998 ap-
pears more likely.

The approximately 75 newly
codified rules are expected to go
into effect beginning Jan. 1, 1998,
in California and other states that

require no state-specific legisla-
tive or commissioner action.

• NAIC regulators gave interim
approval to allowing states to ban
insurers from using information
about domestic abuse as an ad-

verse underwriting tool for prop-
:rty/casualty companies writing
personal or business-related lines
if insurance, such as coverage of
shelters for battered spouses.

The discussion included viewing
if film footage of a Seattle woman
whose homeowner claim was de-

nied after her estranged husband
burned down their home shortly
before a court approved their di-
vorce. A state court recently af-
Eirmed SAFECO Insurance Co.'s

denial of the claim because the

policy excluded intentional acts
by a co-insured. The case is being
appealed.
• NAIC members unanimously

adopted on a roll-call vote a posi-
Lion paper on the use of credit re-
ports in insurance underwriting.
rhe paper details current sources
of information about an individu-

al's consumer credit history and
how insurers are using it for un-
derwriting purposes in life, health
and property/casualty lines. The
paper is designed to help state in-
surance regulators identify possi-
ble insurer misuse of credit infor-

mation and actions they can take
to prevent it.

Despite extensive discussions,
the National Assn. of Independent
[nsurers and the Alliance of Amer-

ican Insurers continued to oppose
portions of the paper, which rep-
resentatives of the insurer groups
said understated the actual corre-

[ation between negative credit re-
ports and higher risk of loss.

Discussion of the issue heated

up when elected insurance com-
missioners Donna Lee Williams of

Delaware and Deborah Senn of

Washington state voiced umbrage
at what they perceived as a threat-
ening letter opposing NAIC adop-
tion of the measure, especially by
anonymous voice vote.

The letter was written and dis-

tributed by the Citizens for a
Sound Economy, a conservative
lobbying group.
• Regulators are expected to for-

mally vote in December on
whether the NAIC should revert to

its pre-1997 arrangement of
scheduling its Executive Commit-
tee meeting before its formal Ple-
nary, or voting, session. Regula-
tors are apparently concerned that
the new arrangement, which typi-
cally adds three months to the
process, creates excessive delay.
The NAIC had changed the order
beginning this spring with the
goal of enhancing deliberation on
issues. Ell

Holocaust survivor, heirs detail denials
WASHINGTON-A Holocaust

survivor and four heirs seeking un-
paid insurance policy proceeds re-
ceived a hearing last week from the
National Assn. of Insurance Com-

missioners.

The Holocaust victim and the de-

scendants of other victims recounted

how severalinsurers, many of which
still operate directly or indirectly in
the United States, refused to honor

life insurance and other policies, in-
cluding a "dowry-type" annuity
payable at age 21 and often used to
help fund weddings.

U.S. resident Marta Drucker Cor-

nell, who was born in what was then

Czechoslovakia, showed regulators a
copy of her physician-father's hand-
written list of several policies he pur-
chased for himself, her mother and

her sister, who all perished in con-
centration camps.

She said the insurer-Riunione

Adriatica Di Sicurta S.p.A., now a
unit of Allianz A.G. Holding-re-
fused to pay the claims immediately
after the war, though it did not ex-

A&tiC
plain why. The insurer later gave her
several reasons for not paying policy
benefits, including the war itself, her
father's failure to make premium
payments while imprisoned by the
Nazis, and the subsequent national-
ization of the policies by the Commu-
nists who seized Czechoslovakia.

"Please help us get justice by ex-
posing these financial cnminals," Ms.
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Cornell said.

The information-gathering session
was sponsored by a new working
group of the NAIC, which held its
quarterly meeting last week. The
working group, chaired by Insurance
Commissioner Deborah Senn of

Washington state, will report in De-
cember on the nature and scope of
what state regulators can do.

"It is shocking to hear these allega-
tions after all the Holocaust sur-

vivors have been through. Their sto-
ries demand thorough review. This is
about justice," Ms. Senn said. She
previously distributed question-
naires and a survey to Washington
residents on this issue and is expect-
ed to share details of that process
with other commissioners.

Several of the Holocaust victims

are participating in a lawsuit filed in
March in a federal court in New York

against 16 European insurance com-
panies (BI, April 7).

A separate effort is under way to
acquire unclaimed monies Jews
stored in Swiss banks for safekeep-
ing, said Dr. Israel Miller, president
of the Conference on Jewish Materi-

al Claims against Germany and Aus-
tria, who also spoke at the session.

A spokesman for Allianz Leb-
ensversicherungs-A.G., a life insur-
ance unit of Allianz that was the only
insurer represented at the meeting,
described steps it is taking to deter-
mine if it has any liabilities, includ-
ing a hot line and independent audit.

Three other insurers declined to

appear for a variety of reasons.
-By Meg Fktcher

.

CERTIFIED

What does this mean to you?
ISO 9002 certification means worldwide accreditation

of quality standards for screening and placing personnel.
ISO 9002 certification documents how 105 will meet

or exceed your expectations for quality standards from
staffing services. It ensures staffing solutions are directly
linked to your specific needs. Quality You Can See.

Insurance Overload Systems

1-800-822-2422

www. iostemps.com
CERTIFIED

.



30 / Business Insurance, September 29, 1997

General Liability Programs for
Outdoor Specialty Risks

The Outdoorsman Agency is private hyning clut)+. and
a leader in managing specialty many mor·
insurance programs for Independent agents seeking
outdoor-orie<nted businesses. stablE dmitted markets for'
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UFG
Continued *om page 1

his obligation to pay his ex-wife
$100,000 a year for several years,
the indictment alleges.

Mr. Ferrarini was arrested Sept.
19 and released after posting a
$500,000 bond and surrendering his
passport, according to Assistant
U.S. Attorney Robert S. Khuzami.
The others were not arrested and

were ordered to appear in court; Mr.
Khuzami would not say why only
Mr. Ferrarini was arrested.

All of the defendants were sched-

uled to be arraigned last week, and
all were expected to plead not
guilty. None could be reached for
comment.

Each of the multiple conspiracy,
mail, insurance and securities fraud

charges carries a statutory maxi-
mum of five or 10 years in prison,
though actual sentences-if the men

CPCU PREFERRED.

"Earning the CPCU designation shows a
commitment to improving professional
and technical competence in the risk 1
management and insurance fields."

Keith T. Mitchell · Deputy Risk Manager
King County · Seattle. Washington

i i hether you contract risk managementservices foroneof the
largest counties in the nation or the neighborhood pharmacy, you need
professionals with the insuranceand risk managementexpertisethat is
synonymous with CPCU, the property and casualty insurance industry' s
premierdesignation.

The American Institute for CPCU con fersthis prestigiousdesignation.
Itsigni fies extensive knowledge of insuranceand cheenvironment in which

it operates. Itdenotes industry experience and a commitment to ethical
behavior.

CPCUs who join the CPCU Society goonestep further. They join with
other insurance professionals to promote and support continuing education,
professionalism, and industry and community service.

There is no substitute for CPCU. \ISOCIETY

AICPCU
Illit...

AMERIC& |im'Me

FOR CHARTERED PHOPER..
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For moreinfo, call (800) 644-2101 (AICPCU) or(800) 939-CPCU (CPCU Society).

are convicted-would be lower un-

der federal sentencing guidelines.
Mr. Ferrarini also faces a maxi-

mum 30-year prison term if con-
victed on the bank fraud charge.

Formerly known as B.R.I. Cover-
age Corp., UFG was privately held
by its top officers until 1992, when

sought the loans. Mr. Rumignani cr
another UFG employee forged the
signature of one client company of-
ficial on a premium finance agree-
ment, the indictment alleges.
• The three UFG officials and Mr.

Kagan, the CPF Premium Funding
senior vp, conspired to obtain $4.5

Struggling with financial problems from the start,
UFG developed a series of grandiose takeover
plans, including a proposed acquisition of
brokerage giant Frank B. Hall& Co.

it became a public company in a
merger with Chippewa Resources
Corp., an oil and gas concern. The
merged company divested its oil
and gas assets and continued the
brokerage business with former
B.R.I. partners as top officers and
major shareholders (BI, Sept. 27,
1993).

Struggling with financial prob-
lems from the start, UFG developed
a series of grandiose takeover plans,
including a proposed acquisition of
brokerage giant Frank B. Hall &
Co. The Hall deal was to be fi-

nanced in part with UFG's stock-
pile of "Kwajalein guarantees," de-
scribed as notes purportedly backed
by future U.S. government pay-
ments owed to property owners on a
Marshall Islands atoll (BI, Aug. 14,
1995).

None of these deals panned out,
and UFG's problems turned critical
in 1995, when its treasurer jumped
to his death from UFG's 11th floor

offices and the company was
charged in a civil racketeering suit
with defrauding CPF Premium
Funding Inc. of Lake Success, N.Y.,
on phony premium finance loans.

UFG and a brokerage subsidiary
later filed for bankruptcy amid an
investigation by the FBI and the
U.S. Attorney's office in New York.

That investigation last year yield-
ed two guilty pleas: Mark Bailine,
UFG's former vp-finance, and
Frank Palumbo, its former con-

troller, pleaded guilty to conspiracy
charges and agreed to cooperate
with prosecutors (BI, Feb. 26, 1996).

Last week, prosecutors an-
nounced a long-awaited indictment
of UFG's top managers.

According to the iridictment,
Messrs. Ferrarini, Rumignani,
Vieira and Kagan conspired in a se-
nes of increasingly risky schemes to
conceal UFG's financial troubles by
misappropriating millions of dollars
from clients and premium finance
companies between 1993 and 1995.

Mr. Ferrarini and Mr. Rumignani,
for example, oversaw UFG's theft
of more the $6 million in client pre-
miums that UFG falsely reported as
income, prosecutors charge. UFG
allegedly used some of the stolen
money to cover payments to insur-
ers of previously diverted premi-
ums.

UFG also fraudulently siphoned
about $12.7 million away from
three premium finance companies:
CPF Premium Funding; Imperial
Premium Finance Inc. of Edison,
N.J.; and New York-based A.I,
Credit Corp., a unit of American In-
ternational Group Inc.

In these schemes, UFG allegedly
submitted phony finance applica-
tions on behalf of clients, forging
client signatures and sometimes
seeking two loans from separate fi-
nance companies on the same poli-
9-

The indictment charges, for ex-
ample, that:
• Messrs. Ferrarini, Rumignani

and Vieira obtained $2.8 million in

fraudulent loans from Imperial on
behalf of two clients who never

million in fraudulent loans from

CPF on behalf of 18 client compa-
nies. .

When CPF became suspicious
about the loans, Mr. Rumignani and 1
one or more UFG employees pre- 4
pared bogus authorization letters
from clients using client letterhead
and forging client signatures, the
indictment alleges.

CPF later approved another $3.2
million in fraudulent loans to eight
other UFG clients, prosecutors say.
• When one UFG client received a

notice of a loan from Imperial and
questioned UFG, a UFG officer said
the loan was a "mistake" and asked

the client to send him the Imperial
payment coupon book. A UFG em-
ployee later was ordered to make
the monthly payments to keep the
client from discovering that UFG
had retained the loan proceeds, the
indictment says.
• Mr. Ferrarini and Mr. Ru-

mignani had a UFG employee ob-
tain two signed premium finance
agreements from one client-one
for CPF and one for Imperial-
telling the client that UFG needed
both agreements to obtain quotes
from the lenders. UFG then got
loans from both finance companies
and pocketed the proceeds of one of
the loans, prosecutors say.
• The four defendants applied for

two loans to finance premiums or_
one of UFG's own insurance poli-
cies and received $104,800 from
CPF and $117,507 from Imperial.
UFG then canceled the insurance

policy and kept the loan proceeds.
• Mr. Kagan encouraged CPF tc

approve the fraudulent UFG loans.
In return, UFG paid him $425,000.
disguising $375,000 of the payments
as "consulting services."

Prosecutors also charge that Mr.
Kagan himself obtained $284,349 in
fraudulent loans from CPF, four of
them purportedly on behalf of
clients of KBC Systems Inc., anoth-
er company Mr. Kagan operated.

Throughout the alleged schemes,
UFG kept two sets of accounting
records, one showing actual income
and accounts payable and the other
doctored to conceal the allegedly
fraudulent transactions.

Several of UP'G's SEC filings for
1993 through 1995 also overstated
UFG's income and understated its

liabilities, prosecutors allege,
charging Mr. Ferrarini and Mr. Ru-
mignani with making false state-
ments to the SEC and securities
fraud.

In 1994, UFG raised about $4 mil-
lion in a private placement of pre-
ferred stock, and the company and
its top officers later were sued by
shareholders who charged they
were misled about UFG's finances.

Not mentioned in the indictment

is Howard Miller, a fortner UFG se-
nior vp who signed the SEC filings
with Mr. Ferrarini and Mr. Ru-

mignani.
Mr. Khuzami, the assistant U.S.

attorney, declined to comment on
whether Mr. Miller is cooperating
with prosecutors. Mr. Miller and his
lawyer could not be reached. IJII
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Global Briefs Hannover Re to purchase
Swlss msurer Zurich Insurance Co. Skandia's reinsurance portfoliolast week launched a corporate customer

division to provide "total risk solutions"
to multinational rlsk managers Zurich By MARIA KIELMAS surance, is also included in the deal $1 2 billion in 1996, net income of $50 3
Chairman Rolf Hueppi said the division Hannover Re, which holds sixth place in million and a combined ratio of 97 1%
is a response to customer demands for a HANNOVER, Germany-Hannover Rein- Business Insurance's ranking of the world's The Skandia International portfolio com-
solution-based rather than product- surance Co plans to expand its specialty largest reinsurers plements Hannover Re's current business
based approach to risk The umt will reinsurance business with the acquisition of  based on 1996 net and its growth strategy
combine traditional property/casualty a large part of Skandia International Insur- ' reinsurance pre-

.We have a clear focus We want to grow
coverage with specialty insurance and ft- ance Co 's reinsurance business miums written in life and health, in facultative and spe-
nancial techniques for unmsurable nsks, Hannover Re, will pay 1 06 billion (BI, Sept 11), also cialty lines, " said Hannover Chairman Wil-
said Detlef Steiner, head of the new divi- Swedish kronor ($139 1 million) to acquire writes automo- helm Zeller

mon Lloyd's of London has set up a Skandia International's entire portfolio of bile, general lia- Stock market analysts said that Han-
committee to conduct a further mdepen- life and health reinsurance, facultative
dent review of members' representation reinsurance, and aviation and space insur- 1

bility, property nover likely had been very selective in
and other reinsur- which Skandia business it finally bought

and voting arrangements on its rulmg ance, strengthening Hannover's presence in ance lines It re- "It seems as though Hannover Re has cher-
Council The committee's main tasks wll those areas The deal lS retroactive to Jan 1 ported $3 4 billion ry-picked the Skandia business and left the
be to exarmne the balance of representa- 1, meaning that Hannover Re will take over in net reinsurance rest," said Tom Bennett, insurance analyst
tion of the vanous categories of Lloyd's Skandia International policies in effect as \ premiums written at Paribas Capital Markets in London
members on its governing bodies, ar- of that date  1 last year Han- Mr Zeller confirmed this "We have no

rangements for adjusting this balance in Skandia's U K subsidiary, Skan(lia Reas-  nover had capital appetite to grow in property/casualty busi-
the future, and methods of electing van- surance (U K ) Ltd, which writes life rein- Mr. Zeller and surplus of See Skandia on next page
ous categories of Council members Pen
Kent, a former director of the Bank of
England and currently a director of Na-
tional Westminster Group PLC, chairs Dublin's early allure FLockton forges
the six-member committee Under-

writing agency Euclidian Undermiting
Ltd. has appointed Kevm Collins as its for German clients I tie with Forbesmanagmg director Euchdian said Mr
Colhns' appointment is being made in Agreement formalizes relationshipanticipation of its bemg gwen authonza-
tion by Lloyd's of London to act as a leads to late tax hit
managmg agency Mr Collins is the for- By GAVIN SOUTER many, Diot S A m Paris, and
mer managing director of the Crowe In- GrECo International A G in

1
surance Group Ltd and prewously was By STACY SHAPIRO that the tax bill resulted from a PRAIRIE VILLAGE, Vienna, Austria The three ,

a director of Murray Lawrence Members routine five-year tax audit by , Kan -Lockton Cos is ex- brokerages operate in 14 Eu-
Agency Ltd Euclidian also announced LONDON-German insurers the German tax authorities for 4 panding its list of interna- ropean countries (BI, Feb 4 1
the appomtment of the first three under- and reinsurers are being socked the years 1988 to 1992 tional brokerage partners 1996) 1

wnters They are John Collyear, a spe- with huge unforeseen tax bills During this audit, the tax au- through a reciprocal service The agreements enable the 
ciallst in affinity accounts, fine art and because German tax authorities thorities disallowed tax-free agreement with Forbes Group brokerages to access offices I
ladnap and ransom msurance, Penny have disallowed tax- free in- investment income earned be- of South Africa, which re- in Europe through FDG, the ,
Clay, a specialist in contingency bum- vestment income from former tween 1989 and 1992 in a Han- cently bought Nelson Hurst United States through Lock-
ness, and Xavier Lutchmayer, who spe- subsidiaries in Dublin, Ireland nover Re investment company P L C in London ton, and South Africa, Asia, 1
cializes in international habihty busi- Last week, the Hannover Re run by one of the German The agreement will formal- Latin America and the Unit-

ness, particularly m South America and Group reported a record 60% banks in Dublin's International  ize existing working relation- ed Kingdom through
i

Asia RA. Field Syndicate 204, part of increase in its 1996 after-tax Financial Services Centre ships between Lockton, Forbes/Nelson Hurst, Mr 1
the Lloyd's holdings of ACE Ltd, has profit to 108 million deutsche German banks encouraged Forbes and Nelson Hurst but Higgins said
launched a new financial Institutions marks ($60 9 million) The German underwriters in those will not include any commit- As far as Lockton is Con-

pohcy to protect U K banks and other fi- group's stellar results would years to set up investment com- ment to exclusively deal with cemed, this satisfies our prin- 1
nancial institutions agamst the growing have been even better, however, panies through the banks' each other, said Tim Higgins, cipal needs for the immediate
problem of fraud R A Field says thepol- had lt not had a whopping Dublin subsidiaries in order to senior vp-International at future," he said
icy combines old blanket bond and com- 146% increase in its taxes, accrue investment income and Lockton Meanwhile, as Lockton
puter cnme msurances and mcludes bringing them to a total of 118 lower costs, according to Mr The agreement comple- grows its network of interna-
"state of the art coverage without the need million deutsche marks ($66 6 Zeller He believes just about ments existing reciprocal tional agreements, UNISON,
for lengthy amendments " Lloyd's of million) at the end of last year every German insurer and rein- agreements that Lockton and the former doyen of all inter-
London syndicate 702 has launched That compares with 48 million surer set up such companies Nelson Hurst had with FDG national brokerage networks,
what its calls an "innovative" directors deutsche marks ($27 1 million) under the banks' supervision, SA, a Luxembourg-based continues to crumble
and officers product that plugs the gap in taxes for 1995 so the tax issue "is not just a group that comprises the m- Last week, J&H Marsh &

that previously made it difhcult to obtain Wilhelm Zeller, chairman of Hannover Re problem but a ternational insurance broker- McLennan bought Bonnor &
D&0 cover for an mdividual director the executive board of Han- German insurance problem age interests of Funk Group Co A/S in Virum, Denmark,
where a claim is made by the company or nover Re, explained at a news Indeed, Dublin's reputation GmbH in Hamburg, Ger- See Lockton on nezt page
a co-director Its D&O 702 policy pro- conference in London last week See Hannover on page 33
vides sigmhcant cover against such
claims, as well as defense costs for pollu-
tion claims, worldwide lunsdiction for
both director and spouse, and other Rail wreck under investigationboard directorships The World Insur-
ance Network, the computer service
hnking Insurers and brokers that lS Investigators hope to glean safety lessons from wreck's causes
owned by Aon Group Inc, J&H Marsh &
McLennan, Sedgwick Group PLC, and By STACY SHAPIRO train operated by Enghsh,
Wllhs Corroon Group PLC, has opened Welsh&ScottishRailways Six z j y t. Fre..r 8-eacks;i..JEX*'(j--if'1*)317(4*004 --
a New York office WIN's Global Mar-

keting Director Mark Snow said m a andQetyN-Ctoe =lheute'asd scores t< 1/ ft j ' 24,61''j Il!1*,(StTwi2*1£4F uif,''Lf. ' ·· ta

statement that opemng the new office "is launched a public inquiry into ',Trly.r i A g
a crucial step in the roll out of WIN's the fatal railroad accident out- is to determine why the acci- ._, ._ 1- I , 41=3 'p

global marketing efforts " The office is at side London earher this month, dent happened, and lr- particu- 1 1 Jvv \,J*n*,<-,i &171 h -U:2&£.:.iZF ZSki88 Pme St, Wall Street Plaza, New York, hoping in part to determine lar to ascertain the cause or 215 -7 ''7- R.. -
N Y 10005, 212-509-2770 Italian in- what lessons those in charge of causes, to identify any lessons C 1* fk-,-JX f 4 -4:'151% 1 ..

surer Istituto Nazionale delle Assicu- rail safety can learn which have relevance for those

razioni has been assigned an AA claims- Last week, the HSC an- with responsibihties for secur-
----

paymg ability by rating agency Standard nounced that the pubbc inves- ing railway safety and to make ' 4 1«202-

r--=-

& Poor's Corp Included m the ratmg is tigation would be headed by recommendations," the HSC 4 - .111?--35' =
Assitalia SPA,a non-life subsidiary of Anthony Barrell, former chief said last week
INA S&P said it based its ratmg decision executive of the Health & Safe- The inquiry wlll examme
on INA's strong management team, ty Executive's North Sea Safe- • The actions of the rail staff

which has "made impressive progress" ty Initiative after the Piper Al- immediately prior to the acci-
smce INA was pnvatized m 1993 Other pha platform disaster m 1988 dent Both train drivers sur- }55«' ---_ -2 .0/ c.- t 1 '12,52 i
factors Included INA's strong position m The tram accident occurred vived the crash

*the Italian hfe market and Assitalia's Sept 19 when a packed, Lon- •The signalmg systems, -2 ./» 4-31 1 '.ilalgtbjMT m -1fezs
"excellent position" in the non-life sec- don-bound high-speed train which allegedly were faulty,

PHOTO AFP

tor, the organization's strong capitahza- operated by Great Western according to news reports The cause of the fatal crash outside London earlier this month

tion, and its Improved operatmg perfor- Trains from South Wales col- • The state of the track News has yet to be determined. Investigators will examine actions of
mance and efficiency hded wnth an empty freight See Train on nextpage the rail staff as well as whether safety systems worked properly.
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Lockton
Continued from previous page
for an undisclosed amount. Bon-

nor was the Danish member of
UNISON.

Bonnor had a premium volume
of 400 million Danish Kroner

($58.6 million) in 1996 and han-
dles 450 large and mid-sized com-
panies in Denmark.

Bonnor will be merged with the
Danish operations of J&H Marsh
&MeLennan.

John Bonnor, managing director
and founder of Bonnor, will be
chief executive officer of the new

Danish company, which will be

Train
Continued from previous page
reports said the passenger train
was traveling too fast for the
available track.

• The availability and operation
of safety equipment on the trains,
including the automatic train pro-
tection and the automatic warn-

ing systems, which allegedly were
turned off, according to news re-
ports.

After the privatization of
British Rail last year, the appor-
tionment of liability is governed
by a connplex interparty agree-

named Bonnor Marsh & MeLen-

nan.

The purchase of Bonnor marks
another step in the decline of
UNISON since its largest part-
ner, Johnson & Higgins, was
bought by Marsh & MeLennan
Cos. Inc. in March (BI, March 17,
1997).

Since then, the UNISON mem-
bership of Gras Savoye in Paris
was thrown in to question after
Willis Corroon P.L.C. agreed to
buy a one-third stake in the bro-
kerage (BI, July 14), and the Ger-
man UNISON member, Jauch &
Huebener KGaA in Hamburg, this
month announced its sale to Aon

Group Inc. (BI, Sept. 22). m

ment known as the Claims Alloca-

tions and Handling Agreement.
Though CAHA is under review,

its procedures went into effect
last week.

For example, under CAHA, all
parties must decide who should be
the administrator of all claims if

an accident occurs. Last week, all
parties met and decided the
claims lead would be Great West-

ern, said Keith Purvis, product
manager for St. Paul Internation-
al insurance Co. Ltd. St. Paul is

Great Western's primary liability
insurer but does not insure the

freight train operators or Rail-
track. iAl
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Skandia ther details.

Hannover Re said the acquired
gross premium volume in the life and
health reinsurance sector, the com-
pany's top priority, is $249.3 million,
increasing that sector's percentage of
Hannover Re's total gross premiums
to 23% from 17%. The company
hopes to raise that proportion to
30%.

Facultative reinsurance premium,
Hannover Re's second strategic pri-
ority sector, is set to rise to around
$167.2 million after the acquisition.
The acquisition boosts facultative
premiums to 5.7% of Hannover Re's
total premium. The company's long-
term aim is to increase that to about

10%.

Skandia's aviation and space busi-
ness brings in $65.6 million in premi-

'We have a clear focus. We want to grow
in life and health, in facultative and
specialty lines,' says Hannover Re
Chairman Wilhelm Zeller.

Continued from previous page
ness. Tnat is why we are not interest-
ed in 95% of the business out there.

The problem is to find someone with
an interesting portfolio mix. Skar*lia
has a nice life portfolio and a good
position in France, where we are not
active at all."

Specialty lines acquired from
Skandia, such as credit life insurance

and long-term care, complement
Hannover's existing speciality of ac-
quisition pre-financing insurance,
which is coverage purchased by
companies that want to insure
against any problems with any of the
parties that have agreed to finance a
deal.

"It is wonderful:

We can sell our

products in their
market and their

products in our
market." Mr. Zeller

added.

The acquisition
will add an estimat-

ed $367.4 million to
Hannover's gross

reinsurance premi-
um volume, raising it to more than
$4.01 billion. Next year gross premi-
ums written would show an addi-

tional increase of $39.4 million in

1998, according to Hannover's state-
ment.

The transaction will give Skandia
a capital gain of 250 million Swedish
kronor ($32.8 million) and free 4 bil-
lion Swedish kronor ($524.8 million)
of cash due to loss-reserve reduc-

tions, the company said in a state-
ment. Bo Ingmarsson, Skandia exec-
utive vp and chief investment officer,
would not comment on how the com-

pany would use these funds or if
Skandia is planning any acquisi-
tions.

The company will focus on its core
businesses of Nordic non-life insur-

ance and annuities, Mr. Ingmarsson
said. Skandia's solvency margin in-
creased to 136% from 116%, accord-

ing to the company's statement.
Though Mr. Zeller said Hannover

is not interested in Skandia Interna-

tional's P/C business, Hannover

would acquire renewal rights to the
remainder of Skandia International's

property/casualty treaty business
from January 1998. The most attrae-
tive treaty business acquired is from
the Middle East, France and Latin
America, while U.K. treaty business
is of no interest, he said.

Mr. Ingmarsson said that though
Skandia is not selling some of the
long-tail business just now, "it has
been agreed in other ways to sell it
no later than 1998." He gave no fur-

um and will boost Hannover Re's in-

come in this sector to $223 million.
Skandia International has 330 em-

ployees and various offices world-
wide. Hannover will retain 90 of the

199 Skandia International employ-
ees in Stockholm.

The company will open two offices
in Stockholm, one of which will
serve the aviation/space business,
which is primary insurance. Han-
nover has no license to operate as a
primary insurer in Sweden, so it will
create a Stockholm subsidiary of its
London-based primary insurer, In-
ternational Insurance Co. of Han-
nover Ltd.

Worldwide, Hannover will retain

Skandia International's 73-person
staff and offices in Madrid, Paris and
Mexico City. The Hannover office in
Japan will takeover the work of the
Skandia International office there,
and the Hannover office in Kuala

Lumpur will take over Skandia In-
ternational's Singapore office.

Mr. Zeller said he believes Skandia
International's Beirut office will be

closed because the Arab market does

not require representation from that
city. Hannover Re initially ap-
proached Skandia in February, Mr.
Zeller said. Hannover knew that

Skandia had completed a strategy
review in 1996 to determine whether

to stay in the reinsurance business.
"At the outset, we made it clear we
would not participate in an auction,"
Mr. Zeller said.

Negotiations stalled dui-ing the fol-

lowing months. Skandia told Han-
nover that the talks were not exclu-

sive but that Hannover was in a "su-

per-priority position," he added. Mr.
Zeller said he believed there was one

other company interested in the as-
sets but was not told its identity.

Mr. Zeller said serious negotiations
resumed in July. Hannover conduct-
ed a due-diligence review in August
and made an offer later that month.

The remaining time has been spent
in drafting the legal agreement.

The cost of the deal will be reflect-

ed in the company's earnings this
year, Mr. Zeller said.. Payment is in
the form of a commission because

lines of business, rather than a com-
pany, have been bought.

Hannover Re has no specific
growth objectives and is not on an

aggressive ac-
quisition trail,
Mr. Zeller said.

"But if there is a

company (on
the market)
with a faculta-

tive premium of
one billion in

any currency-

dollars, pounds
or deutsch

marks-we will buy it tomorrow.
This is the kind of acquisition we will
consider," Mr. Zeller says.

Hannover Re, a 32-year-old com-
pany, is an affiliate of the Hanover,
Germany-based mutual insurer
Haftpflichtverband der Deutschen
Industrie Versicherungs a.G. (HDI).
HDI chairman Wolf-Dieter Baum-

gartel is the chairman of Hannover
Re's supervisory board. In 1994, HDI
sold 25 % of Hannover Re stock in a

public offering to finance a corporate
diversification.

HDI could sell up to 25% more of
Hannover Re stock in the future in

order to finance further acquisition,
Mr. Zeller says. "But (HI)I's stake in
the company) will never go below
50%," he said.

Likewise, Hannover Re would
float some of its own stock if it needs

funds for an acquisition that is of no
interest to its main shareholder.

Meanwhile, last week Standard &
Poor's affirmed Hannover Re's dou-

ble A-plus claims-paying ability rat-
ing, claiming the Skandia deal
"makes good strategic sense."

However, S&P placed Skandia In-
ternational on credit-watch because

the company is not expected to write
any new business and the remaining
liabilities will be placed into runoff.
Skandia International had a triple-
B-plus rating. S&P said once the
deal is completed in 1998, it will as-
sign an exit rating to Skanclia Inter-
national and remove it from Credit-
Watch. [a]
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P&1 clubs maintain their stand

against E.U. competition pressu re
By EDWIN UNSWORTH

LONDON-Protection and indem-

nity clubs are refusing to bow to Eu-
ropean Commission pressure to ease
their restrictions on shipowners
movement between the clubs.

In June, E.C. Competition Com-
missioner Karel Van Miert warned

the 15 members of the International

Group of P&I Clubs that they faced
losing their exemption from E.C.
competition rules because they un-
duly restricted competition on two
major fronts. He gave them until
Sept. 16 to respond.

The International Group's mem-
oers together insure 90% of the
world merchant fleet's liability risks.
[n their response, the P&I clubs
maintain there is no basis for Mr.

Van Miert's concerns about their In-

ternational Group Agreement, which
may make it less attractive for
:hipowners to move between P&I
clubs.

The IGA aims to limit runaway
competition between clubs by requir-
ing a shipowner that switches clubs
to pay rates for the first year based

Hannover
Continued from page 31
as an offshore captive domicile
was enhanced in the early years
because it was the first region to
attract German clients.

Mr. Zeller said Hannover Re

would oppose the tax authorities
on this issue and believes other in-

surers already had started litiga-
tion against the ruling.

The tax authorities have

claimed they disallowed the tax-
free income because Hannover

Re didn't have its own office or

personnel in Dublin during that
period "but was using the offices
of the bank," said Chief Finan-
cial Officer and member of Han-
nover Re's executive board Her-

bert Haas.

The tax authorities now are ar-

guing that these companies were
only shells used for the sole pur-
pose of saving on German taxa-
tion, he said.

But Mr. Haas noted that Ger-

many's tax code at the time did
not require companies to have a
physical presence and "such an
active company" in Dublin. In-

on its claims record with the previous
club. The International Group con-
tends that is a "light restraint" on
competition and necessary to under-
pin the International Group's claims-
pooling arrangements.

Without the IGA, "there would be
a very serious risk that the pool
would collapse," and if this were to
happen, shipowners' P&I costs would
undoubtedly rise, the International
Group said in a statement released
last week.

It also claimed that as "there have
been no market or commercial

changes that would justify the com-
mission in refusing to extend the ex-
emption they granted to it in 1985,"
the European Commission is obliged
to allow the exemption to remain.

The statement added that merely
relying on free market price competi-
tion among the mutuals would not
reduce shipowners' insurance costs,
but "would merely alter the alloca-
tion of those costs between individu-

al shipowners."
This would likely cause unfair

rates to be charged to some members
and a misallocation of costs between

deed, the German tax code was
not changed until 1992 to require
companies to establish offices and
personnel in order to benefit from
Dublin's regime, he said.

All these investment units were

shut down in 1992, including
Hannover Re's, after the change in
the tax code.

'It is difficult to assess

how big the problem
is' for the German

insurance industry,
says Herbert Haas.

Hannover Re's existing Dublin
subsidiary, which satisfies today's
tax code, is untouched by the lat-
est audit, said Mr. Haas.

Mr. Haas said "it's difficult to

assess how big the problem is" for
the Germany insurance industry.
But he thinks litigation will con-
tinue for years and end up in Ger-
man's highest court before it is
settled.

Banks imposed disclaimers at

Athena's parent target
of hostile takeover

PARIS-The future of Paris-

based Athena Assurances is

once more in question following
a hostile takeover bid for its

parent company, Worms &
Compagnie, by French busi-
nessman Francois Pinault.

Mr. Pinault earlier this month
launched a hostile takeover bid

for financial conglomerate
Worms & Cie. for 30 billion

French francs ($4.98 billion),

the highest ever takeover bid on
the French market. Worms,
which owns 99.7% of Athena,
later issued a press release ad-
vising its shareholders to reject
the offer.

Assurances Generales de

France in 1996 had indicated its

interest in buying Athena from

Worms.

AGF currently holds an in-
direct stake in Athena via its
7.3% share of Worms & Cie.

stock.

"Everything stopped at the
end of 1996 because Athena and
the Worms group wanted

to work out what they would
do," said a spokeswoman for
AGF.

Athena wrote 18.6 billion

French francs ($3.09 billion) in
gross premiums last year, divid-
ed about equally between life
and non-life business. The com-

pany's life business accounts for
3.2% of the French market,
while the non-life business ac-
counts for 2%.

-By Maria Kietmas

them, because some shipo*mers
would be able to negotiate lower
rates for the same coverage and
terms.

The International Group believes it
has already taken action to meet Mr.
Van Miert's other major concern: the

high level of coverage required by
P&I clubs for shipowners through
their agreement for pooling claims
above their reinsurance limit.

Since Mr. Van Miert issued his ob-

jections, the clubs have agreed to re-
duce the level of individual owners'

exposure to overspill calls to 2.5%
from 20% of the vessels' limitation

funds under the 1976 Limitation

Convention. This means that maxi-

mum cover paid out for any incident
is reduced to about $4.25 billion from
the previous $20 billion4evel.

P&I club managers and Interna-
tional Group Chairman John Riley
met Sept. 18 with Mr. Van Miert in
Brussels, Belgium. Mr. Riley de-
scribed the meeting as "courteous
and constructive" and said he hoped
more meetings would take place so
that a productive dialogue could con-
tinue Eli

the time, so it may be difficult to
sue them for the extra costs.

However, "there may be some li-
abilities" on the part of the banks
depending on how they ran their
businesses, said Mr. Haas. lim

Benfield buys Greig Fester
LONDON-Benfield Group Ltd.

is paying £120 million ($195.4 mil-
lion) for fellow London-based rein-
surance broker Greig Fester Group
Ltd. in a deal that will create one of

the world's largest privately owned
reinsurance brokers.

The enlarged company, to be
called Benfield Greig Group P.L.C.,
will have leading positions in non-
marine catastrophe, marine, avia-
tion and accident reinsurance.

The offer was driven by John
Coldman, who has been with Ben-
field since 1985 and became its

chairman last year after the death
of Matthew Harding. Mr. Coldman
previously had worked for Greig
Fester for 18 years. He will become
chairman of the enlarged group,
while Dieter Losse, chairman of
Greig Fester, will become deputy

chairman of Benfield Greig.
The groups believe their reinsur-

ance brokering businesses are com-
plementary, with Benfield a leading
London market intermediary and
Greig Fester a specialist reinsur-
ance broker operating internation-
ally, mainly in Europe, Australia,
New Zealand, Japan and the Far
East.

For the first six months of 1997,
Benfield reported pre-tax profits of

£12.1 million ($20.1 million) on gross revenues of £22.8 million ($38
million)

Greig Fester earned in the first
half of 1997 pre-tax profits of £7
million ($11.7 million) on gross rev-
enues of £26 million ($43.3 million).

There are no plans to list the new
company on any stock exchange.

-By Edwin Unsworth
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Failure to follow rules cited in accident The report recommends all parties
Involved m the Maersk Victory aeci-
dent review their management sys-By YVETTE HIGGINS spite the report's conclusion, no Salvage and retrieval of the ng's The department's report found the tems and procedures and make neces-

and KATE TILLEY charges or further action had been legs took eight weeks, he said rig operators had paid insufflcient at- sary changes to ensure compliance
recommended, she said, noting it was The Maersk VICtOry lS owned by tention to evaluating the potential with South Australia's regulations

ADELAIDE, Austraha-A South prepared only to unproveng safety Denmark's Maersk Contractors, a nsks to moving the rig, particularly m Management systems should ensureAustrallan investigation into a 1996 The 8,500-ton Maersk Victory was wholly owned subsidiary of A P an area where a rig of that kind had all contracts for services with the po-
oil ng accident blames the near-envi- being settled in place in the ocean in Moller Both are based m Copen- not been used before tential to cause a hazard are adequateronmental dsaster on a failure to fol- the Gulf of St Vincent, about 19 mnes hagen, Denmark Investigators also found a lack of and all parties should know their re-
low government safety regulations south of Adelaide, South Australia,on Mr Stewart said the Department of geotechmcal information to assess the quirements, the report recommendsand procedures, among other things Nov 16,1996, when it broke through Marine's major concern during the seabed's abillty to support the rig The Maersk Victory, made in Japan

The Danish owner of the ng, the a hard layer of sediment on the salvage was that the ng would spill stemmed from errors in judgment in 1981, operated in waters off the
Maersk Victory, has Med a substantial seabed, about 130 feet below sea lev- od, causing large-scale enwronmental The actual performance of the sub-sea Umted Arab Emirates and Qatar,
insurance claim for damage to the ng el The dnlling ng and its three legs damage, but that did not occur sediments was diferent from onginal dnlhng in 55 locations from 1981 un-Details and conclusions of the in- Incurred substantial damage The South Australia report con- predictions, the report noted til it was damaged by explosions andvestigation into the accident were The report noted that "deficiencies cluded that if government safety stan- The report also found major defi- a fire after an airplane attack in the
compiled m a report submitted to the in management systems and proce- dards and procedures had been effec- ciencies m quality and nsk minimiza- Iran-Iraq war After repairs to two
South Australlan Parhament and dures" necessary for correctly posi- tively implemented, the accident may tion procedures m the operatton legs, the ng was returned to servicethen tabled The report was subse- tioning the rig on the seabed con- have been prevented Among other Overall, the mvestigators said m the It was moved to Australia m Aprilquently made pubhc tnbuted to the accident thmgs, thegovernment standards re- report, "systems weremplace, but not 1996 and was used to drlll on theThe report concluded that South Walter Stewart, manager of marine quire a "safety case" to be filed that fully effective" North-West Shelf, a rich 011 and gas
Austrahan safety procedures had not environment and safety for the De- analyze the potential risks of major The report recommended the 011 m- field off Western Australla, until it
been followed by the ng's operators, partment of Transport & Marine projects like rig transport The report dUStly develop a better way to check was moved to South Australia in
said Krish Shore, petroleum engineer Safety for South Austraha, said the found that the Maersk Victory's safe- that safety procedures are document- November 1996 The accident oc-
with the state government's Mines & ng's legs had to be separated from the ty case was inadequate and, m any ed and followed for major offshore curred dunng its mstallation in the
Energy Resources Department De- ng before they could be recovered event, was not followed dnlhng projects waters oEf South Australia Eli
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Willis will have

30% stake in merged
German brokerage

FRANKFURT, Germany-In-
surance broker Willis Corroon

P.L.C. will have a 30% stake in the

soon-to-be-formed German broker

Jaspers Wuppesahl Industrie As-
sekuranz GmbH & Co. KG.

The new company will emerge
from a union of Jaspers Industrie
Assekuranz GmbH & Co. KG, the
fourth-largest German broker in
1996 gross revenues, and sixth-
ranked Wuppesahl & Co.

"The strategic alliance is aimed
at bolstering market strength in the
wake of recent consolidation," said
a Jaspers spokesman. Aon Corp.'s
takeover last week of Germany's
largest broker, Jauch & Huebener
KGaA, created "a new situation,"
he said.

John Reeve, executive chairman
of Willis Corroon Group, said in a
statement, "Willis Corroon's in-
vestment, when finalized, will be a
further substantial step in imple-
menting our strategy of attaining
leadership positions in chosen mar-
ket sectors."

The merger will create Ger-
many's third4argest broker. Com-
bined, the brokers would have re-
ported 1996 gross revenues of 130
million deutsche marks ($84.4 mil-
lion) with 650 employees. Jaspers
Industrie Assekuranz GmbH & Co.

KG is based in Frankfurt. It report-
ed 1996 gross revenues of 85 mil-
lion deutsche marks ($55.2 million)
with 400 employees. Bremen-based
Wuppesahl & Co. reported 1996
revenues of 45 million deutsche

marks ($29.2 million) with 260 em-
ployees.

Jaspers previously was linked to
Alexander & Alexander Services

Inc., which Aon also acquired.
Corp. The spokesman said Jaspers
will end its cooperation with
Alexander & Alexander Services

and buy back the 20% minority
stake A&A holds in Jaspers.

Jaspers Wuppesahl will be based
in Frankfurt. The management of
the new company has not been de-
cided.

In addition to Willist 30% stake,
Deutsche Bank, which now owns

20% of Wuppesahl, will hold less
than a 20% stake in the new com-

pany. "The majority share of the
company remains with private in-
vestors," said the Jaspers
spokesman.

He said the move will secure

Jaspers' position with its interna-
tional clients. "International bro-

kers need some link to other mar-

kets and the choices are limited,"
he said.

-By Don Lewis Kirk

Industry supporting
disaster research

By EDWIN UNSWORTH

LONDON-British insurers and

brokers are supporting scientists in a
natural disaster research project.

The project, launched Thursday, is
financially backed by a consortium of
eight U.K. insurance companies,
Lloyd's of London syndicates, and
brokers. It also is partially funded by
a £480,000 ($781,680) grant spread
over three years from the Department
of Trade and Industry.

The project participants aim to pro-
mote research into several areas that

specifically meet the needs of the in-
surance industry. Research is likely to
focus on natural disasters such as

earthquakes, hurricanes, floods, tor-
nadoes, El Nino, predictions of ex-
treme climatic events and damage to
satellites. Scientific and research

groups will submit project ideas, and
the TSUl\TAMI participants will de-
cide which of these proposed projects
they want to fund either jointly or in-
dividually.

The project is called TSUNAMI,
which is both the Japanese word for
tidal wave and an acronym for Tech-
nology and Science in Universities,
the Natural Environment Research

Council and the Meteorological Office
for Insurance.

John Battle, U.K. Minister for Sci-
ence, Energy and Technology, issued
a statement explaining the impor-
tance of the initiative to the insurance

industry. "Both insurance and rein-
surance are international businesses

in which successful players are using
increasingly sophisticated techniques
and spen-ding more on scientific re-
search. If the UK is to retain its posi-
tion in world insurance markets, it

needs to take more advantage of the
latest scientific research."

Mr. Battle added that he believes

TSUNAMI will build a better bridge
between science and industry, leading
to a stronger U.K. market and new
business opport:unities.

Nick Golden, group underwriting
and insurance manager for Royal &
Sun Alliance Insurance Group P.L.C.,
one of the eight project backers, said
he did not anticipate the extra knowl-
edge insurers gleaned from the re-
search into natural disasters would

result in higher premiums.
He said the main point is that the

information from the research should

be used for more than fixing prices. Lt
must be employed responsibly, such
as in advising construction firms not
to build in areas which the research

shows are prone to flooding, said Mr.
Golden. He also said learning more
about phenomena such as El Nino,
which causes a warming of the oceans
that in turn affects weather patterns
worldwide, may be a useful way to
predict future weather activity.

The TSUNAMI consortium mer»

bers are: Benfield Ellinger Ltd., a unit
of Benfield Group Ltd., Callin Under-
writing Agencies Ltd., Commercial
Union Assurance Co. P.L.C., DP

Mann Underwriting Agency Ltd.,
Royal & Sun Alliance Insurance
Group PLC., Sedgwick Reinsurance
Brokers Ltd., Greig Fester Group
Ltd-which is to merge with Benfield
Group Ltd. (see story on page 39)-
and Wren Syndicates Managemer-t
Ltd.

The announcement was made just
short of the 10th annivorsary of the
October 1987 storm that caused in-

sured damage in the south of England
worth an estimated £1.5 billion ($2.4
billion). One reason for the high dam-
age total was that the stonn had been
completely unexpected. mII

RIMS
Continued on page 2
ernment affairs post.

"Linda and I realized that giv-
en the changing employment
arena, particularly for associations,
we needed a full-time general counsel
looking at the legal issues," Mr.
Brown explained. "Up until now, Pat
and I had split our legal duties with
other issues."

Anne Allen, formerly state and
provincial legislative counsel, has
been named assistant director of gov-
ernment affairs. Ms. Allen will contin-

ue to monitor activity in the United
States and Canada but will focus

more tightly on a core of six to eight
states and provinces where legislative
activity is heaviest.

The staff cuts, meanwhile, have al-
lowed RIMS to achieve"some admin-

istration efficiencies by reorganizing
some work," Ms. Lamel pointed out.
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"In a small organization, very often
people end up wearing a lot of hats,"
she said. "We looked at all the people
and said, 'Do we have the right hats
on the right people?' And we found
that we didn't."

It has been a number of years since
RIMS has reviewed its workforce, she
noted. "We found some things could
be combined."

In addition, the society's increasing
use of technology has eliminated some
duties staffers previously performed.
Last year represented "a big leap for-
ward in terms of technological sup-
port," Ms. Lamel said.

The realignment is part of RIMS'
mission to "make sure we get the
maximum use of our members' dol-

lars," Ms. Lamel remarked.
The staff cuts trim RIMS' total em-

ployee count to 49 from 55. But that
number is due to rise next year, Ms.
Lamel said.

Around $250,000 saved from the
cuts will be used to hire new person-

On October 30, 1997 in New York Cit),
there will be a conference

you can't afford to miss.

nel, most of whom will work to devel-

op RIMS' educational programs, she
said. Five employees will be hired in
areas that currently are not sufficient-
ly staffed, she explained. Those new
hires won't replace any employees
who were cut.

"What we want to do with the new

positions is move forward in educa-
tion with new programs and delivery
systems," Ms. Lamel explained. "We
need personnel who can do that"

Ms. Lamel said one of the new

staffers scheduled to come on board

next year will take over some public
relations responsibilities for the soci-
ely. "We don't have anyone here who
focuses on external contacts," she not-
ed.

The new public relations staffer will
deal with the media and disseminate

information on various RIl\(IS pro-
grams and efforts, she explained.

She said details will be released lat-

er regarding the other four vacancies
that will be filled in 1998. Ell

Can your firm survive a...

New
Madrid
Quake?

Hear First-hand from Leading Experts...
If you have exposure in the New Madrid
Seismic Zone-Memphis, St. Louis, Nashville,
Birmingham, Louisville, Little Rock-or any
other earthquake prone area...you'll want to
attend this important conference.

Hear leaders in the field speak about current
information and new developments in:

• New Madrid earthquake threat
• Mid-western building vulnerability
• Loss control & risk transfer options
• Risk selection & managing

aggregate exposures
• Insurance and reinsurance solutions

The loss potential is great...up to $70 Billion!
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Don't delay! Call to register for the

New Ma[Iri[1 Quake Conference...
(800) 486-2759

Sponsored by Guy Carpenter & Company, Inc.,
J&H Marsh&MeLennan, Inc, EQECAT Inc.,

Zurich Reinsurance Centre, Inc.
and Business Insurance
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Looking for
a great idea?

Attend our UNIBENTM Seminar.
Get in on the new

Coordinated Benefit Statements.

Is your company spending the typical 25% to 40% of payroll
on its benefit plans...and yet emoloyees still have to struggle

to figure out what :heir benefit amounts are?
With UNIBENTM it doesn't have to be that way!

Come learn about UNBEN-,an easy-to-understand document:
• Where employees can find cocrdinated benefit amounts at one glance.

• Includes Social Secur ty benef,ts for spouses and children.
• Projects benefits year by year. • Simplifies financial planning.

Attend this informative Seminar on UNIBEN™
Wednesday, October 29,1997 / 8:30 AM to 10:00 AM

The Yale Club, 50 Vanderbil: Ave., bet. 44th and 45th Streets, NYC

Continental breakfast. No admission charge.
RSVP: Virginia Yardley: (212) 986-2942 / FAX: (212) 573-9743

DAVID LANGER COMPANY, INC., Consulting Actuaries

COBRA
Continued *om page 2

But some benefit experts question
the need for additional Labor De-

partment guidance covering notifi-
cation to employees of COBRA cov-
erage more than a decade after the
enactment of COBRA.

"After 11 years, employers pretty
much have their systems in place.
Putting out a model notice is helpful
just after legislation is passed," said
John Piro, a consultant with Hewitt
Associates LLC. in Rowayton,
Conn.

Mr. Piro worries that new model
notices could cause needless em-

ployer concern over whether their
own methods to communicate CO-

BRA coverage information to bene-
ficiaries are correct.

In its call for comments. the Labor

Department notes that time has
eroded the utility of its original
model notice that employers can use
to advise new employees of their
rights under COBRA. Congress on
several occasions has revamped the
statute, such as by giving disabled
employees who lose their jobs the
right to purchase 29 months of CO-
BRA coverage compared to the stan-
dard 18 months of coverage other
employees can purchase after their
employment ceases.

For the initial COBRA notice, the
agency is asking for comments on:
• What information should be in-

.
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cluded in the initial notice?

• Would model language be help-
ful?

• Is furnishing one initial notice to
an employee and spouse residing at
the same address adequate?

In addition, the department would
like comments on the so-called no-

tice of the qualifying event. Under
this part of COBRA, a health care
plan administrator must be notified
that an event has occurred that enti-

tles employees or dependents to CO-
BRA benefits.

The nature of the event deter-
mines whether this notification obli-

gation falls on the beneficiary or em-
ployer. For example, if the qualify-
ing event is the divorce of an em-
ployee, the covered employee or
qualified beneficiary must notify the
plan administrator. In the case of the
death of an employee, the employer
must notify the plan administrator.

For this notice of the qualifying
event, the department wants com-
ments on:

• Should the department provide a
"model" notice of qualifying event
for use by beneficiaries and employ-
ers?

• In what form should this notice

be required to be provided?
• Should the department provide

rules under which notice of a quali-
fying event is deemed to have oc-
curred when an employer also is the
plan administrator?

The department also wants com-
ment on the third COBRA notifica-

tion requirement. This notice in-
forms qualified beneficiaries that
they have the right to elect COBRA
coverage and have up to 60 days to
decide if they want the coverage.

Questions the department would
like answers to regarding this notice
on the right to elect continuation
coverage include:
• Should the department provide a

"model" notice of the right to elect
continuation coverage?
• What information should be re-

quired to be included in the notice of
the right to elect COBRA?

For example, the department sug-
gests that information that might be
included in the notice would be the

premiums beneficiaries would be re-
quired to pay, how the premiums

were calculated, the dates on which
payments are due and the conse-
quences of non-payment.

In a related area, the department
wants advice on the appropriate
means, such as written notices or
electronic media, through which
COBRA notification requirements
can be met. Typically, COBRA no-
tices are sent through first-class
mail to beneficiaries' home address-
es.

Many employers, says Will Apple-
gate, a senior consultant at The
Kwasha Lipton Group in Fort Lee,
N.J., would jump at the chance to is-
sue COBRA notices through elec-
tronic means, such as e-mail. Mr.
Applegate noted that electronic no-
tices could be faster and less expen-
sive than sending notices by mail.

"The world has changed since
1986 in terms of communication ve-

hicles, and the Labor Department is
recognizing that," said Henry
Saveth, a principal with William M.
Mercer Inc. in Washington.

Others, though, wonder how prac-
tical e-mail or other electronic me-
dia would be as a COBRA notifica-
tion vehicle.

"This may sound like a wonderful
idea, but there are still a lot of em-
ployees who lack access to personal
computers," said Jerry Lanoux, a
principal in the Boston office of
Buck Consultants Inc.

Under the Consolidated Omnibus

Budget Reconciliation Act, employ-
ers must extend health care cover-

age to fortner employees and their
dependents in certain situations. In
the case of the death or divorce of an

employee, a spouse and his orher
dependents can purchase COBRA
coverage for up to 36 months after
the qualifying event. If an employee
quits or is let go, he or she can pur-
chase COBRA coverage for 18
months. Employers can charge ben-
eficiaries 102% of the group rate for
COBRA coverage.

Comments are due on Nov. 24 and

should be addressed to the Office of

Regulations and Interpretations,
Pension and Welfare Benefits Ad-

ministration, Room N-5669, U.S.
Department of Labor, 200 Constitu-
tion Ave., N.W., Washington, D.C.
20210. Attention: COBRA RFI. £11
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Drugs
court cases can be transferred to one Sears While the elimination of the retiree cordmg to Sears' 1OK statement fled
court, and a central document reposi- health care benefits plan wlll affect with the Securities and Exchange
tory can be constructed to glve all the future retirees, Mr Bronson said the Commission Sears had 1996 revenues

Continued on page 1 attorneys m the case access to court Contmued *om page 1 company's approach shows appropn- of $34 93 million
the plaintiffs lawyers m the Fen-Phen papers," he said "That helps cut hti- tired between Jan 1,1978, and Dec ateconcemforworkers That load, Sears officials beheve,
suits are also involved in one or both gation costs," Mr Moll explained 31, 1997, wtll see their life msurance "We feel we're takmg a very com- could mterfere with desired financial
of these other mass-tort cases Indeed, Judge Pomter even set up a amount drop 10% a year over 10 passionate approach to our employ- recovery Whlle ellminating retiree

"MI)L is a procedure the federal home page on the World Wide Web so years, and those retiring after the ees," he said, refemng to the advance health care benefits is an unusual step
courts use to facilitate cases with the that all plaintiffs, defendants and at- turn of the century wlll get no compa- notice of the changes and that em- for a company the mze of Sears, the
same issues," said Richard Hinds, de- torneys mvolved in the multidistrict ny contnbution to hfe msurance at all ployees who retire m the next few blow of the ehmination for many re-
fense partner with Clearly, Gottheb, breast implant htigation would have For those retirees whose hfe msur- years wall retain the company-provid- tirees will be eased by changes man-
Steen & Hamilton m Washington easy and inexpensive access to court ance wall be reduced, Sears wlll offer ed health care plan dated by budget legislation passed

Mr Hinds is not mvolved m the documents via the Internet replacement term hfe msurance at a Sears' benefits options for employ- earher thls year by Congress
Fen-Phen cases Neither Philadelphia-based Wyeth- group rate and without cash assis- ees should be viewed as a whole, Mr Those changes wlll Increase federal

However, MI)L"doesn't Involve the Ayerst nor Amencan Home Products tance from Sears The company has Bronson said, to see how much better payments in many parts of the coun-
trial of those cases The cases are would commentontheuseoflVIDLor 133,000 retrrees, 84,000 of whom wlll theyarethan otherretail stores In ad- trythat agree to provide Medicare
transferred to the MDL Judge for dis- on any other issues relating to the diet be affected by the life msurance dition to its health care plans, the coverage to retirees In some parts of
covery and resolution of common is- drug htigation changes company has a 401(k) plan with a the country-especially Southern
sues Then they're sent back to the tn- American Home Products estimat- Sears also is trimming health bene- company match and an reinvestment Callforma and South Florida-feder-
al courts" for resolution of case-spe- ed the one-time cost of the product re- fits forpre-65 retirees Next Jan 1, the program m Sears stock, he said al payments to so-called Medicare
cific issues, Mr Hinds explamed call wlll be between $200 milhon and mdividual and family deductibles in Sears' action is not unheard of at a rlsk HMOs already are so high that

But "the MDL Judge hasalot ofau- $300 million, or 20 cents to 30 cents certam medical plans wlll nse to $300 time when retail corporations are be- the HMOs are providing a rich bene-
thority," and can steer the parties to- per share after tax A company and $900, upfrom thecurrent $250 ingpressed forprofits and am search- fitpackage and arenot charging re-
ward settlement, as was the case in spokesman declined to say whether and $750 deductible levels ing for ways to cut back, said Barry trees any premiums
the breast implant htigation, he said American Home or Wyeth-Ayerst had Whlle Sears is not the first employ- Barnett, a principal with The Kwasha It is possible, legal experts say, that

For example, U S District Judge product recall coverage ertoehmmateits portion ofcontnbu- Lipton Group of Coopers & Lybrand employees and retirees could sue
Sam Pomter, who was appointed by In announcmg the product recall on lions toward retiree health care pre- m Fort Lee, N J Nearly all other retail Sears for cuttmg back benefits As the
the MDL panel to carry out the MDL Sept 15, Wyeth-Ayerst said it was miums-albeit for future retirees and giants have provided less generous pendulum of case law swmgs backs
procedures, successfully steered the formmg an expert panel of physicians only for those eligible for Mechcare- benefits than Sears, Mr Barnett said and forth, the reduction of benefits
parties toward settlement of the fed- and researchers to evaluate the data it is one of the largest companies to do Stll, huge companies such as Sears, such as that bemg attempted by Sears
eral court cases agamst the Midland, and recommend additional actions to so with 300,000 employees, have gained becomes "a tneky question," said
Mich -based implant maker address the situation Dr Arthur Sears says its actions are necessary a certam image of stewardship for Nancy Ross, a partner with the law

While federal MDL certification Weyman, professor of medicine and to control costs Even with the their workers that actions such as firm McDermott, Will and Emery m
wouldn't affect cases that might be director of the cardiac ultrasound lab- changes, its benefit package remains those Sears plans could erode, he said Chicago
brought m state courts for vanous oratory at the Harvard University richer than competing retailers, its top "It definitely changes the image of Still, companies like Sears that
reasons, most states have mechanisms Medical School, wnll chair the panel executive says the benevolent retailer who protects make changes for future retirees are
m place similar to the federal process In June, Amencan Home also hired "We know a lot depends on how ltS workers," he said going to be on more solld ground than
that could speed up resolution of state a New York pubhc relations firm, well we manage costs Our retirement Sears would not say just how much for those who make changes affecting
1gation as well, said Mr Hinds Robmson, Lerer & Montgomery, to do benefit package remains better than the changes are expected to provide m current rettrees, Ms Ross said

State-run MDL procedures led to crisis pubhc relations after reports al- that of retail competitors, but the cost savings, but the extremely high ac- And companies have prevailed m
successful resolution of hundreds of legmg health nsks appeared m medi- of those benefits is out of line," said crued post-retirement cost figures SUltS Involving changes to retiree
Callfornia lawsuits with the dietary cal lournals, newspapers and on the Sears Chairman and Chief Executive "give you an idea," a Sears health care benefits if they have re-
supplement L-tryptophan, he noted Internet, a company spokesman con- Officer Arthur C Martinez m a letter spokeswoman said The accrued post served the nght to amend benefits and

Mr Hinds represented Japanese finned One of the pubhc relations to employees retirement benefit cost in the balance have told employees that benefits can
pharmaceutical maker Showa Denko firm efforts has been to place full- Retiree costs of all kmds have been sheet for Sears at the end of the year- be altered or eliminated
K K, the primary defendant in the L- page advertisements in major daily racing ahead at an unreasonable clip, an accountmg measure for the burden Sears' Mr Bronson said the compa-
tryptophan htigation newspapers advising of the recall The added James Bronson, Sears' vp of of expected future retirement obllga- ny has told its workers regularly that

The use of the MI)L procedure also company also estabhshed a toll-free benefits tions--was $2 75 bilhon last year, ac- benefits are sublect to change M
may be more advantageous since the telephone number for users or physi-
recent U S Supreme Court rullng dis- cians to obtain mformation on re-
manthng a class-action settlement in funds, prescribing or to contact a Utility suing lawyer, alleging
asbestos cases, Mr Hinds pointed out medical affaim representative
(BI, June 30) "MI)L is a procedure However, the spokesman would not
that's advantageous to both sides In say whether the move was part of an $20 million in fraud, extortion
these lands of cases, it's hard to obtain overallloss mibgatton strategy
class-action certification," he said The spokesman said the company is

And "defendants usually try to avoid msured for the potential habillty loss WEST PALM BEACH, Fla -FPL Associated Electric & Gas Insurance various officers of the company" for
class-actions" but dechned to provide specifics of the Group Inc is suing an attorney it Services Ltd The suit asks for un- damages allegedly suffered by the

The use of VIDL wall cut htigation coverage Amencan Home's nsk man- claims has clogged the utility for years specified punitive damages AEGIS, a company because of problems at FPL
costs for both the defendants and the ager referred all Bus:ness Insurance and collected milhons m fees and set- Bermuda-domiciled surplus hnes mu- Group's St Lucie County, Fla, nucle-
plaintiffs, according to Kenneth B inquiries to its pubhe relations de- tlements related to shareholder sults tual msurer, 15 not a party to the sult ar power plant and other Issues
Moll, a Chicago lawyer who lS han- partment The parent of Florida Power & Mr Greenheld said the FPL lawsuit Based on an Investigation of nearly
dhng the case on behalf of some 200 American Home acquired rights to Light Co iS charging in a suit filed was an attempt to mtimidate him m 10 months by an mdependent legal
plamt}ffs there sell the drugs in the Umted States Aug 22 that Richard Greenfield and anticipation of a suit he filed Aug 29 counsel and a committee of non-man-

"The MDL was set up to consoll- from its maker, Interneuron Pharma- his firm, Greenfield & Rifkin of West alleging mismanagement of FPL nu- agement directors of FPL Group, Mr
date civil cases with similar facts ceuticals of Lexington, Mass The Palm Beach, Fla, and Ardmore, Pa, clear powerplants Greenfield's demands were rejected,
Fen-Phen lS a perfect example," he drugs have been sold m Europe for committed fraud and extortion to ex- "We've successfully sued them m according to Mr Coyle The statement
said, given that the known class of ex- nearly a decade by French drug mak- tract nearly $20 milhon from FPL past, and I guess that means they're said Mr Greenfield has been "stalking
posed mdividuals is easily identrfiable er Laboratoires Servier S A Servier Group m two suits in the early 19905 afraidofthecurrentsult" FPL Group for years "
through prescnption records pulled the drugs from pharmacies The EPL suit, filed in U S District A statement by FPL Group Gener- "I don't know what that means,"

"In this situation, all the federal worldwide two weeks ago Ell Court m Miami, alleges violations of al Counsel Denms Coyle said Mr Mr Greenfield said "Have I been
the Racketeer Influenced and Corrupt Greenfield's "current extortion watching them? Yes of course
Organizations Act and seeks return scheme" began when he sent letters m They've done a lot of bad things over

Nutri/System warned with interest of settlement amounts 1996 demandmg that "FPL Group's thelast nme years "
paid by FPL Group habillty insurer board of directors sue themselves and -By Mke Bradford

over use of Prozac Texas imposes For #he record others at the corporation cooperated
with the department's investigationnew building codes A W Lawrence's parent company,

INDIANAPOLIS-Ely Lilly & mine to create the popular diet Lawrence Agency Corp, filed for
Co has warned Nutri/System drug combination known as "Fen- AUSTIN, Texas-New building much as 50% from storms as power- Chapter 11 bankruptcy in February
Weight Loss Centers agamst sub- Phen " codes are m place along the Texas ful asHumcane Alicia in 1983, a Cat- 1997 In 1996, the last time Lawrence
stituting the antidepressant drug A spokeswoman for Lilly de- coast to reduce humcane and wind- egory 3 humcane Agency Corp appeared m Business
Prozac, which Eh Lilly manufac- clined to say whether the letter storm losses Insurance's annual rankmg of the
tures, for fenfluramine since the was part of a strategy to shield the The code, adopted by the Texas De- N.Y. broker and firm world's largest brokers, lt was the
latter drug has been recalled company from hability should partment of Insurance, apphes to 47th4argest broker of U S busmess

In a letter to Joseph D]Bar- complications result from Nu- homes and other "non-engineered" have licenses revoked with $17 7 milhon m revenues
tolomeo, vp for scientific affairs at tn/System's dispensing of the new buildings constructed within about 25 Bill requiresHorsham, Pa -based Nutn/Sys- combmation, which it dubbed miles of the Gulf of Meaco NEW YORK-The New York State

tem, Lilly said the use of Prozac in "Phen-Pro" Requirements of the new code call Insurance Department revoked the reports to agencies
combination with phentermine 1S Sources say Nutn/System has for, among other thmgs, changes to corporate insurance hcenses of Sch-
not supported in anyway by Eh coverage for professional liability, roof construction, foundations, win- enectady, N Y -based broker A W CARSON CITY, Nev -Nevada
Lilly & Co because the company medical malpractice hability and dows and other openmgs It requlres Lawrence & Co Inc and the individ- Gov Bob aller has signed mto law a
has not conducted safety and effi- vicarious habihty from National the use of specific grades and species ual heense of its chairman, Albert W bill requiring that Information on
cacy registration trials for this use Union Fire Insurance Co of Pitts- of lumber for wood frame walls Lawrence, late last month convictions of state-heensed profes-
Prozac is not authonzed for the burgh, Pa, a unlt of American In- Buildings must meet the new stan- The revocation follows an Insur- sionals such as doctors or lawyers
treatment of obesity or weight ternational Group Inc dards to qualify for coverage under ance Department audit that revealed must be forwarded by the msurance
control by the U S Food and Drug Nutrl/System did not return the state's Catpool, which provides the broker had more than a $5 milhon commissioner and attorney general to
Administration" phone calls An AIG spokesman wind and hail msurance m the area premium deficit the appropnate heensing agency

Until its recall earller this wouldn't confirm the coverage m- A 1995 study by Texas A&M Um- The department also fmed Vp The agency, in turn, would then be
month, fenfluramme had been formation versity determined that the code Wilham J Mather $2,500 and Presi- required to report back within a year
used rn combinabon with phenter- -By Joanne Wojetk would mcrease construction costs 2% dent Helen A Whimple $500 forfail- on the action it took against that per-

tn 5% 1-nit Or'kilirl refillrp rimmACFF Ae incs tn Ane,irg thmt T/fr T nurrAnr•A nnri cin The 151,1 +SAA. Affar,+ Ant- 1
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Court testimony and that decisions to some U S circuit appeals courts- Updates
exclude such testimony must be both the U S District Court for
subject to a "particularly strin- the Eastern District of Louisiana AMR settles more crash cases

Continued *om page 2 gent standard of review and the 5th U S Circu_t Court of
porting requirements within 60 The appeals court decision Appeals held that Mr Oncale CHICAGO-Liabilities totahng as much as $210 milhon to compensate
days of being served notice that a "makes lt more difficult to keep could not sue under the Civil the famihes of people who died m a 1994 crash of an American Eagle tur-
suit was pending junk science out of the court- Rights Act boprop airplane have been divided between American Eagle's owner

Nevertheless, "it's somewhat of 10Om," said Richard Thornburgh, "The issue has created confu- AMR Corp and the plane's French manufacturer, Aerospatide
a sparse docket in terms of busi- former U S attorney general and sion in the courts of appeal," par- Last week, four AMR compames and three companies belongmg to
ness cases," said Glenn Lammi, now counsel to the Pittsburgh- ticularly when the alleged harass- Avions de Transport Reglonal, which is owned by Aerospatiale, agreed to
chief counsel of the Washington based law firm Kii kpati ick & ment occurs among same-sex het- pay between $100 milhon and $110 milhon to settle 26 lawsuits covenng
Legal Foundation's Legal Studies Lockhart's Washington office, at erosexuals, pointed out Cliff the deaths of 27 passengers and crew members aboard Amencan Eagle
Division The foundation lS a free the WLF-sponsored Supreme Sloan, a partner in the Washing- fhght 4184, which crashed in Indiana on Oct 31, 1994
market-oriented public interest Court preview last week ton office of Wiley, Rein & Field- Because about 35 cases already had been settled, this means 62 of 68
law firm that held a SupI eme 0

This whole area is desperately ing He called the case a very "im- cases from the crash have now concluded
Court preview last week in need of some bi ight-line rules," portant employment Title VII Each company's relative share of the total habihty was unclear as of

"The term so far does not ap- said Mr Thornburgh, adding he case" during the chamber brief- last week Although one London underwriter involved in the claim said
pear to be of landmaik impor- thinks the high court will over- ing AMR was allocated two-thirds of the hability loss and Aerospatiale the
tance to business," said Mark turn the appeals court decision 4 'I No date has been set for argu- remamder, other sources close to the case say the percentages are the oth-
Levy, a partner in the Washington think what most people in this ment er way around The London underwnter mdicated that after last week's
office of Howrey & Simon, during area are looking for lS some de- Another employment case out of settlement, $210 milhon had been paid in habilibes
a discussion of the Supreme Court gree of predictability," he said Louisiana, Dolores V Oubre us AMR's broker, Aon Group Ltd in London, would not comment, and
docket sponsored by the National "I think GE is likely to win this Entergy Operations Inc, also will AMR's lead aviation hull and hability underwnter, Richard Maylam of
Chambet Litigation Cente,the case, because its position is more be decided The case centers Lloyd's, did not return calls Aerospatiale's broker, Cecar & Jutheau, and
legal aim of the U S Chamber of in keeping with most legal think- around the question of whether its lead insurer, La Reunion Aerienne, did not return calls
Commerce, two days after the ing, Mr Levy said at the chamber workers can sue for a-leged age The remaining damage cases may be settled this week, said plamtiffs'
WLF briefing bnefing discrimination under the federal attorney James P Kreindler of Kreindler & Kreindler m New York

ADEA after they have accepted a The National Transportatlon Safety Board concluded m July 1996 that
severance package (BI, April 28) the Amencan Eagle disaster was probably caused by "the failure of ATR,
The case will be argued in Novem- the plane manufacturer, to completely disclose adequate informationThe appeals court decision 'makes it ber about previously known effects of freezing precipitation on the plane's

more difficult to keep junk science The justices also will address stability and control characteristics " The plane nosedived into a soy-
the 1SSUe of toxic substance re- bean field near Roselawn, Ind, after a ndge of ice formed on the WIngsout of the courtroom,' says Richard porting when they decide Citizens The NTSB also blamed France's Directorate General for Civil Aviation
for a Better Environment us The for"madequate oversight" of the ATR-72 aircraftThornburgh of Kirkpatrick & Lockhart. Steel Co

The U S 7th Circuit Court of Labor to look at poultry plantsAppeals ruled that a Chicago-
based c-tizens group could seek WASHINGmN-The U S Department of Labor is launching a survey

Perhaps the most impottant of The ease of Joseph Oncale us penalties under the Emergency to gauge the safety and compensation practices of the nation's poultry m-
the few risk management-related Sundowner Offshore Sermces Inc Planning and Community Right- dustly
cases is the Joiller case, which the is "my candidate for the most pre- to-Know Act even though the "This is not an enforcement effort right now," said a spokesman for the
justices will hear on Oct 14 dictable outcome of any case in company corrected the reporting Occupational Safety and Health Administration, which along with the

The case revolves around how this teim," Donald B Ayre, a violations before the suit was Wage and Hour Admimstration is conducting the initiative He said that
much discietion a district court partner in the Washington office filed Under the act, a citizens' mstead the effort was mtended to "take a snapshot" of mdustry practices
Judge has in determining whether of Jones, Day, Reavis & Pogue and group has to send a "notice of in- "We want to do a baselIne comphance survey Just to discover the level
expert testimony is admissible a former deputy U S attorney tent to sue" listing the alleged vi- of comphance with wage and hour and safety and health laws," said the
(BI, April 7) Mr Joiner claimed general, said at the WLF briefing olalions and then wait at least 60 spokesman The nationwide survey wnll begin Oct 6 and probably run
that his exposure to polychlon- He said he thinks Mr Oncale's in- days before filing suit through mid-November, he said The Labor Department wlll review the
nated biphenyls, 01 PCBs, while terpretation that the law covers The Steel Co, also based in fmdmgs before deciding what to do next, he said
working as chief electrician for same-sex harassment will prevail Chicago, submitted the proper The spokesman said the Labor Department would be talking to about
the city of Thomasville, Ga , had Mr Ayre said the Supreme forms within the 60 days, but the 30% of the industry's 174 poultry processing plants He added that the
caused him to develop lung can- Court already has recognized a citizens' group went ahead with poultry industry has a rate of miury and illness more than twice that of
cer He sued GE and other manu- hostile work environment based its suit, and the appeals court al- industry m general
facturers of electrical equipment, on sex-related conduct as prohib- lowed lt to proceed on the basis The poultry mdustry is reactmg coolly to the probe
claiming they were liable ited under Title VII, and it is im- that suits could be pursued for "You would thmk that they would have a snapshot already-approxi-

But a judge for the U S District possible to reasonably distinguish past failures to report mately 150 inspections have already been conducted m the poultry indus-
Court for the Northern Disti ict of the kind of conduct Involved in The ]ustices will hear the case try so far this year So we see no real reason for this survey The poultry
Georgia ruled that experts Mr the Oncale case from that already on the first day of their new term, companies are committed to maintaining a safe workplace," said a
Joiner relied upon to back his deemed covered by the act Oct 6 spokesman for the Washington-based National Broller Council
contention that PCBs had caused The case involves Joseph On- Looking ahead, "the issue of
his cancer did not have a valid cale, who claimed a supervisor privatization and the issue of lia- Consumer groups fight reformscientific foundation for their and two other co-workers on an bilities of private companies" that
conclusion The judge cited the offshore oil drilling platform take over government functions is WASHINGTON-Consumer groups are calhng on President Clinton
U S Supreme Court's 1993 where he worked as a roustabout certain to come before the high to stop negotiating with congressional leaders regard/mg compromise
Daubert us Merrell Dow Pharma- subjected him to repeated sexual court again, said Mr Sloan The product hability reform legislation
ceuticats ruling, which sets crite- harassment, including threats of court already has decided that The move came as White House officials met with congressional repre-
ria for federal court judges homosexual rape (BI, June 16) private prison guards do not enjoy sentatives to work out drEferences on product hability legislation Al-
charged with determining He sued his employer, Sun- the same immunity from inmate though the president vetoed reform legislation last year, he said he would
whether or not expert testimony downer, charging that h.s civil suits as some of their public sector be wtllmg to sign "reasonable" legslation (BI, May 6, 1996) Although nocan be admitted rights had been violated But al- colleagues do, he said draft of any compromise has been made pubhe, consumer groups wrote

The 11th U S Circuit Couit of though the Equal Employment As private firms assume more to the president last week urging him to veto any reform legislation Of
Appeals, however, ruled that the Opportunity Commission has long and more government functions, particular concern to the letter's signers, which included Pubhe Citizen,
district court had gone too far, neld that the Civil Rights Act's such as those involved with wel- Amencans for Democratic Action and the National Organization for
holding that there should be a protections extend to same-sex fare, more suits are inevitable, Mr Women, was a rumored agreement to cap punitive damages for small
preference for admitting expert narassment-a view shared by Sloan said ini busmesses and the creation of a uniform 18-year statute of repose for

durable goods
"Standmg alone, this proposed deal deserves your veto, not your sup-

Sudden' has tem poral meaning port In addition, your support of this type of federal products habillty
legislation would create a framework, easily amended by future congress-
es, that would result m even worse damage to consumers and the pubhe

in pollution exclusion: Iowa We urge you stop proceeding down this misgwded path," reads the Sept
24 letter

Briefly notedDES MOINES, Iowa-In a loss tanks at a former gas station in firmed the tnal court's rulrng that
for policyholders, the Iowa Ventura, Iowa The tanks were re- the pollution exclusion is unam- Sens Mzke Erm, R-Wyo, Judd Gregg, R-N H and Rep Jim Talent, R-
Supreme Court has ruled that the moved in 1988, and the pollution biguous Mo, are scheduled to unveil companion measures aimed at reforming the
word "sudden" in the sudden and was discovered in 1990 It was de- In a previous case the court had Occupational Safety and Health Administration on Sept 30
accidental pollution exclusion un- termined that the tanks had been ruled that accidental should be Larry Hollen, former president and chief operating officer of Onon Capi-
ambiguously has a temporal leaking for at least 10 years, court interpreted as "unexpected or un- tal Corp , has been named president of Amencan Home Assurance Co m
meaning papers say intended,' court papers say New York Mr Hollen, who lomed the Arhencan International Group Inc

If "sudden" merely meant un- The Iowa board, which cleaned Therefote, "interpre:ation of subsidiary last February, succeeds B. Michael Schlenke, who was named
expected or unintended, then ei- up polluted sites for companies sudden as merely unforeseen or vice chairman of Amencan Home Mac W. Henderson, a retired rem-
ther the woId "sudden" or "acci- and then filed insulance claims, unexpected would render either surance executive and the founder of Reinsurance Facihties Corp, a Los
dental" in the exclusion would be sought coverage under general 11- the term 'accidental' or 'sudden Angeles-based remsurande Intermediary, died Sept 19 Insiwed claims
redundant, the court ruled in aoility policies issued by Farm- redundan:,they would mean vir- from last Fnday's earthquake in central Italy are unlikely to be signifi-
Iowa Comprehensive Under- land Mutual to the station opera- tually the same," court papers say cant, says Bemto Pagnanelli, deputy general manager of Trieste-based
ground Storage Tank Fund Board tor, Hancock County Cooperative Because the contammation took Assicurazioni Generali SPA Most Itahan property policies exclude
us Farmland Mutual Insurance The trial court ruled m favor of place more than 10 years ago, it earthquake damage, he said Also, the most famous of the buildings dam-
CO the insurer, and the board ap- could not be deemed sudden, the aged, the Basilica of St Francis of Assisi, would have been self-insured

The case involved pollution pealed court ruled by the Roman Cathollc church, and its famous art works by the Italian
from leaking undeiground storage The Iowa Supreme Court af- -By Gavin Souter government, added Mr Pagnanelh



Salomon underTravelers' umbrella Bi insurance Index

1,540

By JUDY GREENWALD
1,520

Barney and now the Salomon names m11 be it as complementary and another step m that di-
used, Mr Murray said rectlon, rather than a shift m emphasis," said Mr

1,500

NEW YORK-Travelers Group Inc's acquisi-
1,480

"We would expect Travelers Group to mam- Ward
tion of investment bank Salomon Inc may be tam its strong commitment to the insurance "I don't thmk it Mll do a whole lot" for the in- 1,460

shaking up Wall Street, but it is unhkely to have business," he said He noted Travelers' insurance surance operations m the short term, said Gloria 1,440

any immediate effect on Travelers' Insurance op- operations are expected to generate a strong per- Vogel, senior vp with Advest Inc in New York 1,420

erattons formance of $1 6 to $1 8 bilhon m net income this However, she added, the acquisition could have 1,400

An eventual benefit to the Insurance opera- year some long-term benefits 1,380

tions, however, could come from ties with Sa- "It remains an important part of the combmed Salomon has strong international operations, 1,360

lomon's greater international presence, some an- earnings of the Travelers Group," said Mr Mur- while Travelers Group has been weak in this 1,340
alysts say ray, adding that both segments of its insurance area, both in its stock brokerage business and m 1,320

Travelers Group and Salomon said last week business may well continue to grow both inter- its insurance operations, said Ms Vogel 1,300

they have agreed to combine Salomon with nally and through acquisition The Salomon acquisitton may gwe the compa- 1,280

'1111
Travelers' Smith Barney Holdings Inc sub- "'That said, I think it's fair to say there don't ny an entree mto mtemattonal financial services, 8/8 885 8/22 829 9/5 9n2 9n9 9/26
sidiary to form Salomon Smlth Barney Holdings appear to be any immediate benefits from the with a stronger international insurance opera-

Base=100 on Dec 29,1978
Inc Salomon acquisition to either the hfe or the tion a "natural extension" of that, said Ms Vo- Source Nordby International Inc

Terms of the transaction call for Travelers property/casualty operations," Mr Murray gel "But that would be a long way down the
Group to issue 1 13 shares of its stock for each added road "

share of Salomon, for a total value of more than Others agree the Salomon acquisition wlll not Potentially, the Salomon acquisition could en-
$9 bilhon affect the Travelers Group's strategy for its in- hance the company's name recognition mterna- PCS catastrophe options

A spokesman for insurance subsidiary Travel- surance operations tionally, agreed Mr Murray of Moody's Given As of Sept 26

ers Property Casualty Corp said the deal wlll "I would not see this acquisition as an indica- that Travelers uses its umbrella logo for all its
Call Price Call Pnce

not impact msurance operations tion they wlll be reduemg theiremphasis onthe subsidiary operations, it could lead to an "in- spread bid/ask spread bid/ask

The advantages ofthedeal are to Travelers' se- Insurance operation atall,"said John L Ward, creased market awareness through the Sa- Eastern September 1997 National Annual 1998

cunties busmess, not its insurance operations, CEO of the Cmemnati-based Ward Financial lomon-Smith Barney overseas operation of 30/50 -/10 80/100 5 0/7 5

market observers agree Group Travelers as a major provider of diversified fi- 40/60 -15

"I would hope that these are totally separate "Iseeitas just another step m their strategy to nancial and insurance services, " Mr Murray National Annual 1997 Eastern September 1998

decision-malang enbbes and that one would not build a diversified fmancial enterprise, and I see said Eli 60/80 -/20 40/60 30/40

80/100 4/15

really have any relationship to the other," said
National December 1997 California Annual 1998

David Seifer, an analyst with Donaldson Lufkin 5/25 50/65 40/60 19/24

Jenrette Securities Corp m New York
"I think each of their operations has to stand Equisure officials sued 10/30 10/30

Southeastern September 1997 Western Annual 1998

on its own and compete agamst the other opera- 30/50 -/10 40/60 21/27

tions as to what is the most attractive opportu- MINNEAPOLIS--Top officials of troubled responsible for most of the tradmg m Eqw- 40/60 -15

nities for capital allocation," said Mr Seifer remsurance holding company Equisure Inc sure's stock, leading mvestors to believe there Total volume 10 Total open Interest 18,121

Mr Seifer also said he does not think the Sa- produced bogus financial reports m a scheme was more mterest m the shares than existed For Information on PCS cat options, call the Chicago Board of

lomon dealis hkely to discourage or delay Trav- to artificially inflate the company's stock • Equisure insiders profited from their al- Trade at 312-435-3674

elers from making any additional insurance ac- pnce, a shareholder lawsuit charges leged fraud Former CEO Bame Harding Source Chicago Board of Trade

qulmhons A month after Equisure withdrew from the pocketed about $152,400 selhng 10,000 Equi-
"I think this group wlll make every attractive American Stock Exchange m the face of sure shares July 31, shortly after the stock hit British Issues

acquisition they can find," said Mr Seifer threatened dellsting, shareholders filed sult in its peak of $17 13 a share, the suit alleges
Price P/E Div Yield 52-week

"Clearly, it shifts the balance of earnings m the federal court m Minneapolls chargmg the The suit names Equisure and two afhhates,
total organization, wlth secunties and invest- company, three of its officials and its outside Mr Harding, Equisure Chairman Peter G Companies pence pence % high-low

ment banking-related operations Increasing to auditor with secuntles law violations Uttley, Equisure's chef financial officer, who Comml Union 760 11 6 358 4 8 774-597

GenIAccident 1068 68 354 45 1068-676

close to 50% of consohdated corporate earnings The complaint, seeking class action status, is named in financial fillngs as David Sach-
Gdn Royal Exch 311 41 122 42 311-248

up from a third on a pro forma basis," said Alan alleges that man but who is alleged man unrelated suit to independent 1135 12 1 14 2 16 1161-565

Murray, vp with rating agency Moody's In- • Equisure gave the appearance of cooper- be jailed insurance executive Paul Yorke- Royal & Sun 574 151 197 45 574--396

vestors Services Inc in New York abng with an AMEX mquiiy mto its account- Wade, Minneapohs-based auditor Stirtz Brokers

"So clearly, insurance operations become a mg practices while sending the exchange "on Bernards Boyden Surdel & Larter PA , and Bradstock 81 120 64 98 90-54

shghtly smaller piece of the pie," with proper- a useless chase to Belgium, London and then Moores Rowland International, an account- CE Heath 142 92 15 13 143--74

ty/casualty operations expected to account for Monaco in search of financial records which, ing consortium of which Stirtz Bernards is a Lmbrt Fenchurch 126 85 84 83 135-101

'just under 30%" of Travelers Group's earnmgs in actuallty, do not exist" member Lloyd Thmpson 184 149 45 31 206--163
Nelson Hurst 182 166 86 59 191-121

and the hfe business in the "low 20s" on a pro • A large part of Equisure's stock was held The plaint,ffs are two mvestors who bought
Sedgwick Grp 123 100 74 60 144-115

forma basis, said Mr Murray by insiders whose identities "are hidden be- a total of 1,400 shares for $8 13 to $9 63 Steel Brl Jones 25 NA 15 76 36-22

"The Travelers name has a strong franchise hmd a senes of trust funds and foreign com- Equisure officials could not be reached A Willis Corroon 126 12 6 66 67 165-117

value in the insurance business and is much pames " The AMEX, the suit notes, was 11- Stutz Bernards official dechned to comment Note Pnces are Sept 26 dosing:, other numbers from Sept 25

stronger, obviously, m the msurance business vestigatmg the possibility that insiders were -BY Douglas McI.eod
than on the secunties side," where the Smith Source Ncrdby International Inc

B Industry Stock Report SEPT. 22, 1997, THROUGH SEPT. 26, 1997

Weekly Year to date Yeartodate Weekly Yearto date Yeartodate Weekly Year to date Yeartodate

BROKERS Pnce % change % change High Low Vol (000) Pnce % change % change High Low Vol (000) Pnce % change %change High Low Vol (000)

Aon Corp NYS 5238 2.90 2646 56.13 3500 810 Everest Reinsurance NYS 3900 0.64 3565 40.38 2375 268 SCOR NYS 42.63 2.40 24.00 4450 3400 25

E W Blanch Holdings Inc NYS 30.75 271 52.80 31.88 18.00 73 Executive Risk Inc NYS 6525 1.66 7635 67.13 33.88 68 SAFECO Corp NDO 5175 -0.72 31.22 5538 34 50 1507

Gallagher Arthur J & Co NYS 36 75 -0.17 1855 37.75 2913 90 EXEL Ltd NYS 5825 3.92 53.80 62.13 3300 642 Sell)eis Bruce Group NDO 838 1.47 1.52 11.25 5.88 81

Hilb Rogal & Hamilton NYS 18.00 6.27 3585 1800 12.13 150 Fremont General Corp NYS 46 13 151 48.79 48.00 26.38 242 Selective Ins Group NDO 5300 -0.99 39.47 5538 3300 3

Kaye Group Inc NDO 8.88 5.97 6905 9.00 4.38 9 Frontier Insurance Group NYS 3800 201 9869 38.25 18.13 392 Sphere Drake Holdings NYS 8.69 000 2.11 1050 8.50 34

Marsh & McLennan NYS 7531 2.98 44.83 79.75 47.75 1601 Gainsco Inc NYS 969 0.65 0.65 1088 8.13 97 TIG Holdings NYS 34.00 1.63 0.37 3800 26.38 933

Poe & Brown NDO 3938 032 4858 41.00 2375 27 General RE Corp NYS 196 75 2.84 24.72 20888 14075 686 Titan Holdings Inc NYS 2163 029 706 25.00 1350 86

Sedgwick Group PLC NYS 10.00 -062 3 61 10.88 9.38 8 Gryphon Holdings NDO 1625 1.52 1504 17.75 1250 43 Tok,0 Marine & Fire NDQ 5950 393 2761 66.00 42 00 433

willis Corroon Corp NYS 1050 2.44 870 1350 9.38 497 Guaranty National Corp NYS 33.88 199 10224 3525 15.38 153 Torchmark Corp NYS 3944 156 56.19 4163 2250 4087

BROKERS AVERAGE 166 32.17 Harleysville Group NDO 43.75 2.04 43 44 45.75 25.00 196 Transatlantic Holdings NYS 72.31 1.05 -474 7538 44.38 183

Hartford Steam Boiler NYS 5538 000 1941 56.69 42.75 114 Travelers Property NYS 3969 124 12.19 4356 27.13 720

INSURERS/REINSURERS HCC Insurance Holdings NYS 2706 561 1276 32.69 2150 697 Travelers Corp NYS 69.19 2.12 52.48 73 63 35 25 15946

ACE Ltd NYS 94.06 162 56.44 98.25 47.38 622 IPC Holdings Ltd NDO 2950 0.00 31.84 3050 1963 374 Trenwick Group Inc NDO 37.88 168 2284 3963 3075 150

Acceptance Insurance Cos NYS 2650 9.84 34.18 2650 17.75 191 Hartford Financial Services NYS 8600 0 86 2741 8881 57.25 1427 Unico American Corp NDO 1150 000 575 1175 7.63 57

AEGON N V NYS 7925 419 2530 79.25 49.38 468 LaSalle Re Lld NDO 34.75 142 1880 36.13 2238 110 Unionamerica Holdings NYS 20.94 535 17.96 2275 14.75 88

Aetna Lite & Casualty NYS 90.50 1350 13.13 118.13 60.13 15774 Lrfe Re Corp NYS 5050 0.50 3074 56 00 32.50 152 United Fire & Casualty NDO 4150 3.11 17.73 4150 29.75 3

AFLAC Inc NYS 53.75 3.37 25.73 5788 3550 931 Lincoln National NYS 6894 1.43 31.31 73.00 4388 1219 Unitrin NDO 6500 -0.76 1 659 6600 47.88 136

Allied Group Inc NYS 4881 2.76 49.62 53.63 24.88 303 MAIC Holdings Inc NYS 2944 928 7380 30.50 15.13 130 UNUM Corp NYS 44.63 056 2353 48.44 3050 1613

Allstate Corp NYS 77.88 2.98 34.56 79.94 47 38 5286 Markel Corp NYS 15663 4.42 74.03 15850 8300 20 USF&G Corp NYS 22.75 189 8.98 2550 17.75 1093

AMBAC Indemnity Corp NYS 40.19 0.94 2109 43 00 27.75 538 MBIA Insurance Group NYS 12256 190 2105 129.06 84.38 431 Vesta Insurance Co NYS 58.81 3.07 87.45 58.81 24.50 171

Amencan Bankers Ins NDO 3831 717 4988 3900 2288 483 Meadowbrook Insur Group NYS 24.50 2.24 16.67 28.00 1525 99 Washington National NYS 32.44 0.19 7.95 33.13 2713 2096

American Financial Group NYS 44.63 2.99 1821 4925 31.25 313 Midi Ocean Ltd NYS 62.13 711 1833 63.38 3925 580 Zenith National Ins NYS 27 81 1.33 1.60 2863 24.63 83

American General NYS 5131 3.53 25.54 54.75 35.75 2323 MMI Cos Inc NYS 2€ 13 4.24 1899 32.75 2075 161 INSURERS/REINSURERS AVERAGE 0 78 30.48

American Heritage Lile Ins NYS 3988 4.25 51.90 39.88 19.75 29 Mutual Risk Mgmt ltd NYS 5C 81 1.09 3733 52.75 28.50 109

American Indemnity/Fin I NDO 1463 10.38 42.68 1500 950 5 NAC Re Corp NYS 51.13 225 50.92 5113 32.63 165 HEALTH MAINTENANCE ORGANIZATIONS
American International NYS 10356 102 4350 107.25 65.13 4452 Navigators Group NOO 19.13 192 479 20.63 15.75 84 Humana Inc NYS 2338 4.59 23.03 2531 17.38 1879

Argonaut Group NDO 34.63 1260 1260 36.38 2675 284 Nobel Insurance Ltd NDO 1438 1.71 14.43 1538 11.25 5 Oxford Health Plans NDO 7800 196 33.19 89.00 4100 5958

Baldwin & Lyons Inc NDO 20.44 2.83 11.22 2263 17 38 11 NYMagic Inc NYS 25.50 0.24 41.67 26.00 17.13 16 Pacilicare Health Sys NDO 6575 5.23 9.08 8625 5550 422

Berkley W R Corp NDO 42.00 2.44 24.14 42 88 2888 606 Oh,0 Casualty Corp NDO 45.63 108 2852 48.06 31.75 298 Safeguard Health Enter NDQ 1313 9.09 25.00 20.75 963 375

Berkshire Hathaway Inc NYS 44900.00 0.90 31 67 48600 00 30000.00 1 Old Republic Int I NYS 3E 88 189 45.33 40.13 24.50 1031 Sierra Health Services NYS 37.25 2.76 51.27 37.25 22.38 299

Capital RE Corporation NYS 6006 3.67 28.82 60.38 37.88 50 Orion Capital Corp NYS 44.75 170 46 42 45 50 25.13 275 United Healthcare Corp NYS 4994 7.42 1097 60.13 35.13 5533

Capital Transamerica Corp NAS 26.75 0.94 1301 2750 1463 62 Partner Re Ltd NYS 4150 2.21 22.06 43.44 27.88 271 Wellpoint Health Networks NYS 58.13 3.13 69.09 6113 28.25 817

CapMac Holdings LId NYS 3113 418 6.04 3688 2250 240 Penn America Group Inc NDO 2C 50 2.50 90.70 21.25 10.38 113 HMOS AVERAGE -0.94 20.50

Capsure Holdings Corp NYS 14.25 420 23.91 1838 800 140 Philadelphia Cons Holding NDO 46.66 094 87.77 46 50 2075 36 ALL COMPANIES AVERAGE 050 27.71

Cenlris Group Inc NYS 2050 413 446 23.56 1713 431 PXAE Corp NYS 3156 4.77 27.53 3188 22.88 164

Chartwell Re NYS 35.19 072 31.54 36.25 24.50 84 Reliance Group Holdings NYS 1400 0.44 53.42 14.44 7 50 1462

Chubb Corp NYS 70.44 -0.18 31.05 72.13 44.88 1780 Reliastar Financial Corp NYS 39.00 0.48 3506 40.19 23.13 719

CIGNA Corp NYS 187.25 145 37.05 200 75 116.88 978 RenaissanceRe Holdings Ltd NYS 4394 0.14 33.14 46.13 27.13 229

CNA Financial Corp NYS 12700 -0.68 1869 13038 9588 209 Risk Capital Holdings NDQ 22.75 109 17.42 2338 1588 25

EMC Insurance Group Inc NDO 13 75 1.79 1458 1500 1050 103 RLI Corp NYS 4 25 2.48 2360 41.25 2550 89

Enhance Financial Services NYS 55 QO 5.77 50.68 56.00 31.63 147 St Paul Companies NYS 8000 071 36.46 82.81 5350 798

Top advancing issues Argonaut Group, American Indemnity/Fin'I, Acceptance Insurance Cos Leading dechners Aetna Life & Casualty, United Healthcare Corp, Pacificare Health Sys Most active issue Travelers Corp The 8/Index dropped 1 1%, the
Dow Jones 30 Industrials gained 0 1%, the S&P 500 dropped 0 6% and the NYSE Composite decreased 0 3% Average P/E Brokers, 19 9, Insurers/reinsurers, 39 3, HMOs, 27 5

System design Nordby International Inc


