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Updates-

Judge urges tobacco litigants
to ponder universal settlement
NEW YORK-A federal judge is calling for

cigarette makers to participate in a global set-
tlement of all U.S. tobacco cases.

U.S. District Court Judge Jack B. Weinstein
said that U.S. tobacco companies and their
plaintiffs-including the U.S. government-
should consider settling all claims for smoking-
related health problems under one agreement.

The judge is hearing several tobacco cases,
one of which is a class action on behalf of U.S.

smokers with lung cancer. The judge said
See Updates on nezt page

Insurer's 10-K brings more bad news
By DOUGLAS McLEOD

ROCK HILL, N.Y.-Troubled

Frontier Insurance Group Inc. is
taking steps to rebuild its capital
base, but its most recent financial
filing reveals the hurdles it still
faces in its turnaround effort.

Those hurdles may also have be-
come higher last Friday, when
A.M. Best Co. downgraded ratings
of its underwriting units to C++
from B, citing unexpected disclo-
sures in Frontier's 1999 10-K fil-

ing with the Securities and Ex-
change Commission.

The disclosures included a $45.5
million increase in Frontier's pre-
viously announced net loss for
1999, bringing the total net loss to

$278.5 million, compared with a
loss of $43.6 million in 1998.

In addition, Ernst & Young
L.L.P., Frontier's auditor, ex-
pressed "substantial doubt" about
the insurer's ability to survive as a
going concern, citing its recurring
operating losses and weakened
capitalization. Frontier's share-
holder's equity plummeted to
$78.6 million at the end of 1999,
from $394.2 million the previous
year.

The 10-K also reported that
Frontier's largest underwriting
unit, Frontier Insurance Co.,
failed to meet minimum risk-

based capital standards set by the
National Msn. of Insurance Com-

missioners. The New York Insur-

CalPERS moves

to cut rate hikes
By ROBERTO CENICEROS

SACRAMENTO, Calif.-In
an effort to offset health-care

inflation, one of the nation's
biggest health care purchasers
is considering proposals to in-
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crease its members' copay-
ments and change their pur-
chasing habits.

Under proposals announced
last week by the California
Public Employees' Retirement
System, the purchasing giant
would double copayments to
$10 from $5 for doctor visits
and also for brand-name pre-
scription drug purchases.

In addition, through an edu-
cation campaign, CalPERS
will try to encourage partici-

01

pants to be wiser buyers of
costly prescription drugs, as
well as decrease unnecessary
utilization of medical care, a

spokesman said.
Sacramento-based CalPERS

purchases health care coverage

« for more than 1.1 million
state employees, retirees
and their family members.

The organization at-
tributes continuing health
care cost increases to an-

nual rises in drug costs of
15% to 20%, an aging
membership, cost pres-
sures from the retrofitting
of hospitals to withstand
earthquakes, legislative
protections for consumers,
and the increased finan-

cial needs of medical

providers.
The proposals to revise its

plan design were approved by
CalPERS' Health Benefits

Committee. If they are accept-
ed by CalPERS' Board of Ad-
ministration, members could
see the average rate increase
they pay health maintenance
organizations rise only 4.9%,
while rates for preferred
provider plans would increase

See CalPERS on page 22
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ance Department, Frontier's

domiciliary regulator, does not
use the NAIC guidelines, though,
and is still assessing whether the
insurer meets New York's own

risk-based capital standards.
Meanwhile, the Frontier group's

financial condition has left it in

violation of covenants in its loan

agreements with several banks.
The banks, led by Deutsche Bank
A.G.'s New York branch, have

waived the violations until April
30 while Frontier negotiates re-
vised covenants. The insurer is

widely expected to reach new
agreements with its banks, which
are unlikely to opt for an attempt
to accelerate Frontier's repayment
of $67.5 million in debt, analysts
say.

Frontier officials took issue

with both the Best rating down-
grade and Ernst & Young's "going
concern" warning and tried to
counter the barrage of bad news
with announcements of progress

in the insurer's "corrective action

plan."
For example, Frontier last week

reported a "non-binding letter of
agreement" to sell its Western In-
demnity Insurance Co. medical
malpractice unit back to its previ-
ous owner, Houston-based Galt-
ney Investment Inc. Frontier
bought the insurer from Galtney
in 1997 for $48.5 million; terms of
the proposed sale will not be an-
nounced until a definitive agree-
ment is reached, the insurer said.

Frontier also signed a letter of
intent to sell Regency Insurance
Co., a small auto insurance unit,
to an undisclosed buyer, accord-
ing to the 1999 10-K.

See Frontier on page 22

No panic amid market volatility

401 (k) funds stand pat
By JOANNE WOJCIK KOCHANIEC

The fact that 401(k) plan participants
pretty much let their money stay put despite
last week's stock market gyrations demon-
strates that employers' investment education
programs are paying off, benefit experts say.

Still, a small percentage of plan partici-
pants seemed to be trying to time the mar-
ket, shifting funds into equities when the
market was low on Monday and then back
into fixed investments later in the week af-

ter the Dow recouped some of its April 14
losses, some 401(k) fund managers found.

"The money's not moving," said Ray Brus-
ca, vp-benefits at Black & Decker in Tow-
son, Md., whose 401(k) plan is managed by

See 401(k) on page 6

Staying in the market
Hewitt's index of 401 (k) fund transfer activity found investors

(D moving funds into equities as the market rebounded
2 11,000 3.0

& 10,900
4 10,800 2.5 
1 10,700 4
E 10,600

2.0 5

5 10,500 1.5 2
2 10,400
w 10,300

77

E 10,200 1.0 *
0 10,100 0.5 8
1 10,000
0 9,900 0.0

0 Apr 13 Apr 14 Apr 17 Apr 18 Apr 19

GRAPHIC BY ADAM DOI

RIMS seeks standards
Initial focus on auto liability, workers comp data

By MICHAEL BRADFORD

CHICAGO-Risk managers are
pushing insurers and third-party
administrators to develop a stan-
dard data delivery format that
would eliminate some information

technology headaches.
In a "data summit" held in

Chicago last week, a Risk & Insur-
ance Management Society Inc.
task force met with insurers,
third-party administrators and
others to encourage the adoption
of data standards for workers

compensation and automobile lia-
bility claims.

Meanwhile, RIMS also partici-
pated in the Clinton administra-
tion's Critical Infrastructure As-

surance Conference, a meeting
held last week at the White House

to kick off efforts to improve in-

formation security.
On the data standards front,

RIMS aims to avoid taking an
overly ambitious approach, ini-
tially targeting only auto liability
and workers comp data.

"Others have been down this

road" and have failed because

their efforts were too broad, said
Chris Mandel, RIMS' vp-external
affairs. "We didn't bite off more

than we could chew. We carved

out a smaller piece of the pie,
specifically targeting something
that could go straight to the risk
manager's heart in terms of porta-
bility."

Risk managers claim, among
other things, that a lack of stan-
dardized data makes it difficult

and expensive to convert claims
data when switching insurers or
TPAs.

Mr. Mandel, who is senior direc-
tor of risk management at Tricon
Global Restaurants Inc. in

Louisville, KM, was unable to at-
tend the summit. He said RIMS

held the meeting as a way to "get
the major players in agreement"
and establish the "first step down
the road in obtaining that porta-
bility when we switch insurers
and TPAs."

RIMS President Susan Meltzer,
who is assistant vp-insurance and
risk management at Sun Life As-
surance Co. of Canada in Toronto,
said, "We've done a lot of talking
at RIMS about what is wrong with
the industry; one of those things is
a lack of standards."

A lack of standardized data pre-
sents many problems for risk
managers, including the costs

See Standards on page 21
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Marsh forecasts hikes in most lines

Mass tobacco settlement urged
Conttnued fromprevious page Expect rates to rise
in an order issued earlier this week, that the case should be ex-
panded to include everyone with smoking-related claims, so that By GAVIN SOUTER by Marsh in New York last week advantage of it," he said

all tobacco litigation can be resolved Generally, risks renewing in One of the main factors that has

"We're still reviewing," said Michael York, an attorney for NEW YORK-Buyers of com- 2000 that have had few or no loss- led to the change has been consol-
Philip Morris, in regard to the order "We're going to look at it and mercial insurance should expect es will see single-digit rate in- idation among insurers, he said
see what our rights and obligations might be " rate hikes ir. 2000, but for most creases, while those with some ad- Executives at merging insurers

Judge Weinstein lS known for his handling of mass tort cases, those increases won't be dramatic, verse experience will see low dou- often say they will not reduce
including those involving asbestos and Agent Orange bodily in- a broker executive says ble-digit rate increases, Mr Gun- their capacity, "but, in my experi-
Jury claims "We are not calling this a hard dersen said ence, l plus 1 equals 1 2," he said

market, but a correction," said In addition to rate increases, Also, as companies merge and

Doctors fault Aetna, Texas pact Frank Gundersen, managing di- corporate policyholders will see a look to cut payrolls, underwriters
rector, globa property/casualty at change in appetite from insurers become more conservative, fear-

AUSTIN, Texas-Aetna U S Healthcare's proposed settlement Marsh Inc m New York that, in recent years, have been ing that any blunders will cost
with the Texas attorney general, under which the HMO would Insurers in most sectors are in- willing to extensively write multi- them their jobs, Mr Gundersen
change its managed care practices, is getting a harsh look from sisting on higher premiums in year programs, but which now said
some physicians and other states' officials 2000, but, so far, the increases will be unwilling to lock in low Other factors that have led to

Aetna U S Healthcare, a unit of Hartford, Conn -based Aetna paid by buyers have been moder- rates in a rising market, he said the rate increases are the likely

Inc, agreed earlier this month to change its business practices in ate, said a panel of Marsh brokers "Multiyear programs are hard reduction in policyholder surplus
Texas to settle a lawsuit filed against it and other HMOs by the at the 2000 Insurance Market to come by, and if you can get one, for 2000, rising loss ratios, and
state's attorney general As part of the settlement, Aetna U S Forecast & Review seminar held it's probably a good idea to take See Outlook on page 21

Healthcare agreed to establish an ombudsperson to help resolve
consumer complaints and to eliminate provisions in provider con-
tracts that allegedly gave doctors financial incentives to deny
treatment (BI, April 17)

Microsoft coverage in dispute
Dr D Ted Lewers, chairman of the Chicago-based American

Medical Assn, said, "Our concern is quite simple If this goes out WASHINGTON-Microsoft Corp lS embroiled in tion, but no cap on defense coverage, said Zurich-
and other states use it as a model, then we cannot accept it " litigation with its general liability insurer, Zurich- American attorney Thomas W Brunner, of Wiley,

He said the only way to use the settlement as a model is iff other American Insurance Co, over possible coverage in Rein & Fielding in Washington The insurer says its
states have the same laws as Texas connection with more than 100 civil antitrust suits policy does not cover antitrust violations

We're continuing to meet with the Texas Attorney General's pending against the software maker The suit also seeks a contribution from F&G, Mi-

Office We'11 try to work to see how the loopholes can be filled," The civil suits parallel antitrust litigation the fed- crosoft's general liability insurer from July 1 1997, to
Dr Lewers said, referring to financial arrangements, among other eral government and state attorneys general brought July 1999, in the event Zurich-American must pro-
things against Redmond, Wash -based Microsoft vide coverage to Microsoft

In addition to Four days after Zurich-American filed its suit, Mi-

Regulatory panel taps prosecutor Microsoft Schaumburg, crosoft filed suit in federal court in Seattle, seeking a
Ill -based declaratory iudgment on the coverage and defense is-

SACRAMENTO, Calif-A former federal prosecutor who spe- Zurich-Amen- sues

cialized in white-collar crime will serve as special counsel to Cal- can, several other primary and excess liability insur- On April 13, F&G filed a third-party complaint in

ifornia's Assembly Insurance Committee for an April 26 hearing ers that covered Microsoft since 1990 have been federal court in Washington, seeking a declaratory
The hearing will focus on Insurance Commissioner Chuck drawn into the legal proceedings A suit Zurich- judgment on the rights and obligations of it and oth-

Quackenbush's handling of fines levied against insurers for their American filed March 23 -n U S District Court in er insurers They are Long Grove, Ill -based Ameri-
Northridge earthquake claims-paying practices Washington, DC, names both Microsoft and Fideli- can Manufacturers Mutual Insurance Co ,a Kemper

Matthew Jacobs, a former assistant U S attorney in Sacramen- ty & Guaranty Insurance Co, a St Paul Cos Inc Cos unit, Warren, N J -based Federal Insurance Co ,
to, was hired by Assembly Speaker Bob Hertzberg, D-Van Nuys, unit, as defendants Zurich-American is seeking a a Chubb Corp unit, National Union Fire Insurance
to help conduct a number of investigations According to the declaratory ]udgment on ltS rights and obligations Co of Pittsburgh, Pa, an American International
speaker's office, Mr Jacobs' first assignment will be advising the under the primary general liability policy it issued to Group Inc unit, and Hartford, Conn -based Twin
Insurance Committee Microsoft for the period July 1, 1999, to July 1,2000 City Fire Insurance Co , a Hartford Financial Ser-

Dan Edwards, deputy insurance commissioner, said Mr Quack- The policy provides up to $5 million of liability vices Group unit
enbush is pleased that the April 26 hearing will give him the op- coverage, including a $1 million self-insured reten- -By Judy Greenwald

portumty to clear the air and get the facts straight
In a statement earlier this month in response to the Insurance

Committee's inquiry, the Department of Insurance said the com-
missioner has broad authority in handhng insurance issues and
that Mr Quackenbush levied realistic fines against insurance AIG exec joins Reliance as COO
companies The Department noted that Mr Quackenbush has
fined law-breaking insurers a total of $56 million as commission- NEW YORK-Reliance Group brokerage group Prior to that, Gilder was one of the main rea-
er (BI, April 17) Holdings Inc has attracted an- Mr Keogh was president and sons that he joined Reliance

other high-profile insurance ex- COO of Lexington Insurance Co "The second reason is, I think

Online risk exchange launched ecutive to aid its efforts to turn At Reliance, Mr Cavoores will it'S a challenge To a certain de-
around ns aillng business work with former Chubb col- gree, they have put the worst be-

PROVIDENCE, R I -A new Internet company says it can save John Cavoores, the former league Terry Van Gilder, who hind them, but I see it as a chal-
money for risk managers who use its online service to buy insur- president of National Union Fire was chosen last fall to lead the lenge to turn the company
ance directly from insurers. Insurance Co of Pittsburgh, Pa, turnaround of Reliance National around," he said

Providence, R I -based Global Risk Exchange will begin a test last week was named chief oper- Insurance Co, the main com- Several areas could be devel-

period next month during which policyholders can purchase um- ating officer of Reliance's con- mercial insurer of Reliance oped to strengthen Reliance, Mr
brella and excess liability coverages Other coverages are expect- solidated insurance operations Group Earlier this year, Mr Cavoores said
ed to be added soon Before ioining National Van Gilder was named president Internet-based products, such

The service, at www grx com, allows insurers to return quotes Union, the directors and officers and chief executive officer of as CyberComp, can be expanded
directly to the buyer Insurers also can provide Information on liability insurer unit of Amen- Reliance Insurance Group and to cover other risks, the D&011-
their services, and buyers have access to insurance company re- can International Group Inc , he announced his intentions to con- ability department can be built
search Global Risk Exchange is negotiating with a block of insur- was chief underwriting officer solidate all of Reliance's insur- up to cover middle-market risks
ers and could not name the companies Participating insurers, at Chubb Corp in Warren, N J ance operations into one unit as well as large corporate ac-

however, are those with top financial ratings, according to the Mr Cavoores has been re- Mr Cavoores said he worked counts, and the international

company. placed at National Union by with Mr. Van Gilder at Chubb business of Reliance should be
Global Risk Exchange expects most buyers will continue to use John Keogh, who formerly was for 15 years, and his good work- expanded, he said

a broker, consultant or other professional adviser when purchas- executive vp of AIG's domestic ing relationship with Mr Van -By Gavzn Souter

ing coverage through the service, said Matthew Flanagan, execu-
tive vp "They can give us the name and that person will have ac-
cess to the system " Inside

The company also plans to offer a risk management package
called The RiskAssistant Its first release will provide automated
handling of certificates of insurance, an electromc loss-run gener-

• The planned efforts of the California Public Employees' Classifieds ...... . ...... ........ ... ......... ...... ..18
Retirement system to Increase participants' copayments Comings & Goings Industry 12

ator and a tool for first-reports-of-loss are modest design changes that would help curb waste Commentary 91

and make members better consumers of health care ser- For the Record .

Enhance denies suit charges
..... .........23

vices, this week's editorial says PAGE 8 Global Briek 15

insurance Services Guide 16

NEW YORK-In its first detailed response to a lawsuit filed • U K risk managers and insurers need to be aware that
International ..15

against it, Enhance Financial Services and its financial guarantee the European Convention on Human Rights will necessi-
Letters

insurer subsidiary, Asset Guaranty Insurance Co , vigorously deny tate changes In many business practices and likely will re-
Opiniong 8

they are responsible for the financial problems of Baltimore-based suit In far more litigation PAGE 15 Perspectives .. .·
..13

Creditrust Corp
Ticker 01

Creditrust alleges in a lawsuit, which also names former EFS • A leading risk manager reveals what risk managers re- Bumness insumnce (ISSN 0007-6864) Vol 34. No 17, 5 published weekly
Senior Vp Charles Henneman, that "maliciously false and dis- ally want from their brokers, writes Publisher and Editorial by Cran Communicatons Inc,740 N Rush St, Chicago, 111 60611 2590 Penodicals
paraging statements" posted anonymously by Mr Henneman on- Director Kathryn J Mcintyre PAGE 21 postage m paid at Chicago and at additional mailing offices POSTMASTER Send ad-

line led to a decrease in Creditrust's capitalization (BI, April 10).
dress changes to Business/nsumnce, Circulabon Department, 965 E Jefferson Ave,
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More to cost of illness . ..

Virtual trainingthan doctor bill: Panel
By MICHAEL PRINCE clude short- and long-term dis- makes gains

The ability, workers comp and what
ATLANTA-What employers National he calls "presenteeism," when

don't know is costing them lots of New online tools target employment risks
Managed people are on the Job but too im-

money
Health Care paired either physically or men- By SALLY ROBERTS ment does not result in a tangi-

Employers that don't take an Con tally to function at a high level ble action, an employer can re-integrated look at the total costs
of illness may be getting an inac- NHCC Direct costs garner most of em- Newly developed online tools duce or eliminate its liability if

ployers' attention, but indirect for training employees in ap- it exercises "reasonable care"
curate idea of how much money costs often impose greater finan- propriate workplace practices to prevent and promptly cor-
employee illnesses drain from cial burdens on employers, he can help employers stem their rect harassment and if the ha-
their company, three speakers said own liability in harassment rassed employee fails to take
said last week at the National }fI, More conference Ultimately, an employer should cases, propo- advantage of
Managed Health Care Congress in

coverage look at all of the factors that m- nents of the ap- any preventive
Atlanta fluence the productivity of work- proaches say or corrective op-

To get a more accurate picture on page 10 ers, regardless of their source, and Live seminars - 'U, portunities pro-
of how much money is spent on determine the cost from each dis- and presenta- vided by the
illness, employers need to look be- corporate benefit systems are set ease tions continue to /9 -V employer (BI,yond actual medical bills This re- up and implemented," said Paul "The fact that it'S not easy to be a successful -1 ---= - -' June 29,1998)
quires adopting an integrated ap- Greenberg, principal and director measure doesn't mean it's impos- way to educate 1,* " EPL attorneys
proach to cost evaluation that em- at Analysis Group/Economics in sible to measure or it's not impor- employees about As- -$611 .g. 9 say that having
braces short- and long-term dis- Cambridge, Mass tant to measure," he said -7 records showing
ability, sick leave policies and re- Direct costs include such items Employers typically look at cies on harass- that supervisors
lated medical costs as inpatient care, outpatient care ways to control medical costs for a ment and dis- 1L

l
and employees

"It's a sea change in how many and drug costs Indirect COStS ln- See Costs on page 9 crimination and have taken and

on behavior passed online

Officials digging into project within the workplace But be- training tutorials will go a long
cause employees can access on- way in demonstrating that a
line employment practices company took "reasonable
training materials at their con- care" in the prevention of ha-

BOSTON-Federal prosecutors are investigating a An audit by the U S Department of Transporta- venience, the approach elimi- rassment
self-insurance program for the massive Boston Cen- tion's Office of the Inspector General last month con- nates the absenteeism that can Online training "creates
tral Artery/Tunnel construction proJect after a federal cluded that the self-insurance trust, with account bal- be a problem with seminars, what companies have struggled
audit found the program was overfunded and that ances of $274 million as of Jan 31, was overfunded by advocates say with how to train, how to do it
prolect managers improperly credited expected insur- $150 million Moreover, new online train- efficiently, and how to track it,
ance savings against the project's total cost The audit also assailed the project's management for ing tools enable human re- so if they ever get sued" they

The self-insurance program for the project-which crediting $826 million expected to be in the trust in source and risk managers to can defend themselves in court,
includes a new highway through downtown Boston 2017-when the self-insurance program is to be easily track and document said Gerald L Maatman Jr,
and a new tunnel under Boston Harbor-covers work- wound up-against the proiect's total cost The credit which employees have com- head of Baker & McKenzie's
ers compensation and general liability risks during has had the effect of understating the proiect's total pleted the online testing mate- global employment law prac-
construction Units of American International Group cost, the audit noted rial That, according to several tice group in Chicago
Inc provide administration and other services to the The project, also known as the Big Dig, lS facing a employment practices training Online records "can be put
program potential $1 4 billion overrun of an earlier $10 8 bil- experts, is the biggest advan- right into evidence in a litiga-
-                        lion budget The prolect is expected to cost $13 6 bil- tage of the online approach tion context," said Mr Maat-

lion In dual decisions handed man, referr·ing to EPL Select, a
Big Dig officials deny that the self-insurance trust down in 1998, the U S new online workplace training

--·• is overfunded and say that the Federal Highway Ad- Supreme Court ruled that em- tool he developed for Boston-
ministration has approved the project's longstanding ployers are vicariously liable based Lexington Insurance Co
practice of crediting projected insurance savings for a supervisor's harassment if EPL Select, offered free to
against prolect costs it culminates in a "tangible policyholders alongside Lex-Ir -9-Ii'-=.%.._6 J..

Prolect officials confumed ina press conference this employment action," such as ington's other EPL risk man-
month that U S Attorney Donald K Stern in Boston termination or demotion, of the agement services, is a two-
had notified them that he was opening an investiga- harassed employee The high tiered online tutonal that en-

At '-F tion into the self-insurance program Federal prosecu- court ruled, however, in ables employers to provide hu-
tors also sent letters seeking information from the pro- Burlington Industries Inc us man resource and preventive4 ... ./

19, ' '- ' *•-allauti lect'smsurance broker, Boston-based Sheppard Riley Kimberly B Elterth and Beth litigation training to managers
Coughlin, and its construction manager, Bechtel/Par- Ann Faragher us the C:ty of and workplace training to non-

PHOTO KRT sons Brinckerhoff, according to press reports Boca Raton, that if the harass- See Online on next pageWorkers walk in part of Boston's 'Big Dig' project. -BY Douglas McLeod

Aon puts rough 1999 behind it Illegal alien eligible for comp

Award affirmed
Despite 'indigestion,' acquisitions to help build on strengths: Ryan

By LEE FLETCHER Plnonnei'"!nfermg some indigestion" from the in- By MEG FLETCHER sage modified the Virginia
Supreme Court's earlier ruling

CHICAGO-Speaking at Aon Corp 's annual tegration of these businesses, but the company is HARRISBURG, Pa -An illegal that an undocumented worker
stockholders' meeting last Tuesday, Aon Chairman getting its "arms around them," Mr Ryan said allen injured while working in cannot be considered an "employ-
and Chief Executive Officer Patrick G Ryan de- In 1999, Aon recorded special charges totaling Pennsylvania can collect workers ee" under the state's workers
fended the company's acquisitions and emphasized $313 million related to restructuring, costs stem- compensation benefits, according comp act, according to the Ameri-
the broker's continued strength, despite a steep ming from alleged improper pension sales in the to a recent ruling by a common- can Insurance Assn
earnings decline in United Kingdom, set- wealth court In the Pennsylvania case, Mr
1999

-U- 'This major acquisition tlements over the A three-ludge panel affirmed a Astudillo was hired as a mainte-
Overall, Aon's net failed Unicover work- Workers' Compensation Appeal nance worker by The Reinforced

income dropped phase is substantially ers compensation Board's decision that claimant Earth Co , based in Vienna, Va In
34 9% to $352 mil- : j pool, and other litiga- Carlos Astudi110 is not precluded May 1994, he inlured his head,
lion in 1999 Bro- complete, and we can move tion matters, accord- from receiving workers comp ben- neck, shoulders and upper back
kerage revenues in- forward to further integration ing to Mr Ryan efits, even though he did not have when he was struck by a steel
creased 9 2% to $4 8 Looking ahead, he proper Immigration and Natural- beam He suffered a concussion
billion, helped by j and strengthening of our said that "this ma]or ization Service documentation to with a mild head injury, contusion
new business Total A WI. b- acquisition phase is be legally employed in the United and abrasion of the left arm, an
corporate revenues global franchise.' substantially com- States acute cervical and lumbo-sacral
for 1999, including  1 1 plete, and we can The 10-page decision cites state strain and sprain

- Patrick Ryan move forward to fur- courts in Florida, Louisiana, New According to court papers, he
tions and invest- ther integration and Jersey and Oklahoma that have continues to be disabled and is
ment income, rose 8 9% to about $7 1 bilhon strengthening of our global franchise " issued similar rulings unable to perform the duties of his

Mr Ryan said Aon's large acquisitions over the "We will also be looking at more ways to ratio- In a separate action, the Vir- pre-iniury position He could re-
past several years were "attractive" deals, and he nalize our expense base without negatively affect- ginia Legislature also adopted a turn to work, however, if he did
attributed difficulties in integrat-on to "growing ing the quality of service to our clients and policy- similar interpretation when it vot- not have to climb scaffolds or lad-
pains " holders," Mr Ryan said ed last week to overturn the gov- ders or lift more than 20 to 25

"We believe we made these acquisitions at very Aon's stock closed Thursday at $26 13 per share, ernor's veto of H B 1036-allow- pounds, according to court
good prices We achieved consolidation savings of down from a 52-week high of $46 63 The markets ing both legal and illegal aliens to records
approximately $300 million, which lS what we were closed Fnday receive workers comp medical The employer, who is insured by

benefits In essence, the bill's pas- See Comp on page 12
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Continued frompage 3
supervisory employees (B., April 17)

The management training consists
of several 15- to 30-min-_te EPL

training modules, covering such top-
ics as hiring, employee termination
and sexual harassment. Each module

has a test, and the results are tracked,
graded and analyzed.

The training and orientation for
non-supervisory personni enable
employers to establish employee
knowledge of the company's anti-
discrimination and anti- narassment

policies, as well as farni_iarity with
available channels for aling com-
plaints.

Complementing the tutorial are
advice on workplace pracices; fre-
quently asked questions; an,i links to
sources of information or. such topics
as hiring, terminations and the
Americans with Disabilities Act. The

site also offers news alerts fer policy-
holders, with information on legal
cases, risk managemmt tips and oth-
er significant legal and human re-
source developments.

'We wanted to give our clients the
best risk management services avail-
atle," said Lisa Bee. directcr of EPL
Risk Management Services for Lex-
ington Although Lexington was a.-
ready providing many of the services.
w.th the exception of Lhe tutorial.
Ms. Bee said that th. insurer wanted

to use a more "cutting edge and state
of the art" approach.

Indeed, those familiar wi.h em-
ploymer-t practices training say that
online training is catching cr with
more employers.

According to Jack Ivancevich, a di-
rector and managing director cf con-
ten development fcr HighTechCam-
pus.vom, the $65 billion corporate
training market is growing. Although
most training is related to se.linolo-
gy and computer applications more

compliance training-including
training on sexual harassment pre-
venti in-is taking place online, he
said.

HighTechCampus.com, which

went live in January with several on-
line training courses, including one
on sexual harassment prevention (BI,
Jan. 17), continues to attract clients.

"Business is moving along exceed-
ingly well," said Gary R. Griffith,
chairman of HighTechCampus.com
and chainnan and chief executive of-
ficer of Summit Global Partners Inc.

in DEllas. Within the next month, the
company will begin offering courses
on age discrimination prevention,
ADA topics and workplace violence
prevention, Mr. Griffith said.

Carol Merchasin, a labor attorney
in the Chicago firm of Seyfarth
Shaw, said that, given the recent
Supreme Court decisions, employers
"rea -ly must do training. And when
you're looking at a large organization
and having to train each and every

one of the employees, employers are
looking to a variety of ways to train
and to get the message out."

Computer games are one tool en-
ployers can use in training efforts.

Seyfarth Shaw recently developed
content for a new online training
product called "The Sexual Harass-
ment Prevention Certifier." The 11_to-

rial is offered by games2train.com, a
six-year-old New York-based cc,m-
pany that develops games as learning
solutions for businesses.

"We make the boring fun,'- sa. d
Marc Prensky, chairman and founder
of games2train.com.

Acknowledging that sexual ha-
rassment prevention training is very
serious business, Mr. Prensky said
that the learning process is much
more engaging in a game environ-
rnent.

The sexual harassment prevenion
certifier offers a series of 10 videc

games designed to certify that Bm-
ployees and supervisors of a con pa -

f
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Is now the right time to review
your company's pension plan?

"It's tough to compete in today's marketplace. There are

mergers and acquisitions and an ongoing war for talent.

employers are beginning to realize that their employees

don't value their pension benefits. As a result, many

companies are meeting the challenge by taking a closer

look at their pension plan. If these issues sound familiar

to you, now is the time to look at your pension plan and

make sure it's working to meet your company's goals.

Bev Landstrom knows the value of a well-designed pension

plan. She is one of the nation's leading experts on pension

benefits, and has consulted for some of the world's largest

and most prestigious companies. Bev and her team of

actuaries and consultants make ASA the fastest growing

employee benefits consulting firm. Bev knows what it takes

to help make your pension plan work harder. Just ask her.

Contact Bev at askbev@asabenefits.com or call her at

7323022105.

ASA What it takes.

CALIFORNIA I FLORIDA I ILLINOIS I MASSACHUSETTS

NEW JERSEY I NEW YORK I NORTH CAROLINA

ONTARIO I WASHINGTON, DC
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ny have undergone training on sexu-
al harassment law and company
policies.

Each game presents questions in
various contexts. For example, a su-
pervisor playing the solitaire-type
game on the computer would be
asked a question every time he or she
moved a card to the top row, Mr.
Prensky explained. Other games are
modeled after the video game Pac-
Man and the quiz shows Jeopardy !
and Who Wants to be a Millionaire.

If a player gives an incorrect an-
swer, he or she is referred to a refer-
ence document to read. Later in the

game, the player will be asked the
question again, though in a different
form each time, until it is answered
correctly. The certifier can track each
employee's progress and score. Ques-
tions presented in the games are de-
signed for six different populations,
including office employees, office
managers, non-office employees,
non-office managers, sales employ-
ees and sales managers.

Ms. Merchasin of Seyfarth Shaw
said the firm has developed training
content for all forms of harassment

and discrimination prevention.
Karen Ludington, president of The

Ludington Co. Inc., a human re-
source consulting and training firm
in Holden, Mass., said that, in gener-
al, "online training is the up-and-
coming thing for lots of topics."

She said, however, that she has
"serious reservations" about Internet

training on illegal harassment pre-
vention.

Ms. Ludington said that the legal
and technical aspects of harassment
and discrimination can effectively be
learned over the Internet, "but there
is so much more to getting people to
understand how their behavior can

affect others," she said.
"We need to get people to feel, for

example, how gay-bashing com-
ments and jokes can make somebody
feel .We need to use real-life ex-

amples, and you can't do that with a
computer.

Those with new online training
tools say that their products can be
used in conjunction with other train-
ing techniques.

"This is not to replace in-person
training," Mr. Maatman said of EPL
Select. "This is the bare minimum for

people in charge with managerial re-
sponsibility." [a]

8/ makes
edit staff

changes
CHICAGO-Business Insurance

has added a new member to its edi-

torial staff in Chicago.
Joe Walker has joined the maga-

zine as a copy editor. Mr. Walker is
responsible for editing news stories
and writing headlines.

He replaces Richard Trout, who
left Business

Insurance to

take an editing
position at sis-
ter publication
BtoB.

Mr. Walker,

39, has worked
at various

newspapers

for the past 15
years. Before
joining Busi- Mr. Walker
ness Insurance

in April, he worked as a copy editor
at The Southern Illinoisan in Car-

bondale, Ill.
He has a bachelor of science de-

gree in English from Southeast Mis-
souri State University in Cape Gi-
rardeau.

Mr. Walker can be reached at 312-

649-5283. [0/
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Global economy.

Unsecured capacity.

Untested resources.

Information overload.

Too little time.

Too many choices.

Time to streamline.

Time for Zurich U.S.

e
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Property · Casualty · Liability

Marine · D& 0 · Environmental Liability
Accident & Health · Integrated Solutions
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Policies unden¥ritren by member companies of Zurich U.S.
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401 (k)
Continued from page 1
T. Rowe Price.

Mr. Brusca added that he hasn't

received a single call from plan
participants concerned about
their investments' performance.

"People are sitting tight, but I
don't know if it's because they un-
derstand there will be fluctua-

tions or they're just lazy or they
just don't understand what's go-
ing on," he said.

But Bill Kahn, a principal in the
Fort Lee, N.J., office of PwC
Kwasha HR Solutions, attributes
the lack of participant panic to ef-
fective investment education.

"A lot of communication strate-

gies that have gone on over the
past five years are paying off" be-
cause "even with the volatility
that's going on, we're not seeing a
dramatic change" in the volume

of 401(k) transactions, he said.
"We saw a very minor net trans-

fer out of equities on Friday-0.04
of a percent," he said. But, "it's
not like everyone's running to the
phones."

However, on the Monday fol-
lowing the April 14 correction,
"there was a small net increase in

transfers into stock funds," Mr.
Kahn said, suggesting that some
people may have been trying to
get in when the market was low.

Then again, Fridays are typical-
ly low-volume days, while Mon-
days are generally high-volume
days in terms of 401(k) transac-
tions, he also pointed out.

"There's no question the educa-
tion is working," concurred David
Wray, president of the Chicago-
based Profit Sharing/401(k)
Council of America, a non-profit
group of about 1,200 plan spori-
sors nationwide. "The employer
community has spent billions of

dollars and thousands of man-

hours teaching people about in-
vesting" in what he dubbed "the
largest adult education program
in history."

'You're not supposed
to be day-trading
your retirement
account,' says
Patricia Neal Jensen

As a result, "short, sharp cor-
rections" such as the one that

happened Friday, April 14, "do
not seem to faze the participants
at all," he said.

"Even on the most volatile days,
the amount that moves around is

less than 296," Mr. Wray estimat-
ed.

WE  RE

MOVING HEA

TOGETHER

WE LL WIN

'It's really important for fund
sponsors to teach participan:s
that it's about the long term and
that volatility is part of the sys-
tem," Mr. Wray stressed.

The council estimates $1.7 tril-

lion is invested in 401(k) plans
and 70% of that money was in-
vested in stocks at year-end 1999.
This compares with 45% invested
in stocks·in 1990.

Lincolnshire, Ill.-based consul-
tant Hewitt Associates L.L.C.,
which tracks the daily investment
transfer activity of nearly 1.5 mil-
lion employees, found some slight
fluctuations in 401(k) transaction
levels in recent days but, for the
most part, transaction levels were
within the normal range.

"Despite the stock market's re-
cent volatility, the Hewitt 401(k)
Index shows that, for the most
part, plan participants are staying
put with their investments," a He-
witt spokeswoman said.

THANKS TO OUR MOST VALUED

AGENTS AND PARTNERS OF CHOICE.

Our goals have been discussed and the path has been set.

We'll reach our goals together, on that you can bet."

The positive energy generated at CNA HPA® 2000 in Dallas will power us all in moving ahead with unprecedented success.

From a poem by Darlene Howard, ATS - Milwaukee Branch. Forthe full text, visit us at www.cna.com/hpa2000

CNA
For All the Commitments You Make®

CNA is a registered service mark and trade name of ONA Financial Corporation. ©2000 CNA Financial Corporation, Chicago, IL

In fact, the movement following
the April 14 correction was actu-
ally below that recorded on March

31, when transfer activity was
2.86-nearly triple the daily aver-
age-with money moving out of
fixed-income funds into equity
funds, according to the index. A
typical reading on Hewitt's Index
is 1.0.

Transactions were close to the

normal level on Friday at 1.09 but
jumped slightly to 1.47 on Mon-
day and 1.66 on Tuesday. The
movement was mostly out of
fixed-income funds into equity
funds on both Monday and Tues-
day, but the flow reversed itself
on Wednesday, the Hewitt Index
found (see chart, page 1).

Similar incremental movements

were reported by Don Biron, di-
rector of business development for
administrative services at Towers

Perrin in Philadelphia, "but vol-
umes aren't out of the ordinary,"
he said.

"We're seeing some money move
around in our 401(k) plans, but
it's both in and out of stock

funds," he said.
Perhaps another reason for the

401(k) plan complacence is the
fact that the vast bulk of employ-
er-sponsored retirement plan
money is invested in large-compa-
ny growth stocks typically
tracked by the Standard & Poor's
500, making them less vulnerable
to the steep market fluctuations
like that which occurred on the

NASDAQ last Friday, according
to Mr. Wray of the Profit Shar-
ing/401(k) Council.

But Patricia Neal Jensen, U.S.

pension sales vp at Great West
Life & Annuity Co. in Denver,

said that 401(k) plan exposure to
volatile market fluctuations is

likely to increase as more employ-
ers add so-called "sector" funds-

those that focus on particular in-
dustries and are typically traded
on NASDAQ-to their mix of re-
tirement plan offerings.

"They have been adding tech
funds like crazy over the last year
and a half," she said, adding that
perhaps the most popular new of-
fering is the Janus Twenty fund.
"If you look inside Janus Twenty,
it's loaded up with technology."

As a result of this shift, Ms.

Jensen urges employers to warn
participants about the possibility
that the market may not continue
its upward trend forever.

"Participants think it's always
going to be like Friday to Mon-
day," she said of the stock mar-
ket's rebound. "What I'm con-

cerned about is if the market goes
down and keeps going down."

She also said that employers
should watch out for participants
switching among funds on a daily
basis, using the new offerings as
get-rich-quick schemes. "These
are retirement plans. You're not
supposed to be day-trading your
retirement account," she said.

But Messrs. Wray and Kahn

were a bit more optimistic about
the future 401(k) investment pie-
ture.

"There's a definite correlation

between the long bull market and
baby boomers being in their peak
saving years," Mr. Wray said. "It's
going to continue for the next 10
to 15 years."

Besides, investors should con-
sider the advantages of investing
in stocks over fixed-income vehi-

cles, which have gained an aver-
age of just 5% each year for the
past three years, said PwC's Mr.
Kahn.

"Which was worse, losing 20%
on Friday after a compounded
gain of over 100% over the last
three years or gaining just 15%
over the same period?" Mr. Kahn
asked. 21
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AMA asking for antitrust relief, patient protection
By ELIZABETH THOMPSON

and KRISTEN HAI.LAM
Crain News Service

CHICAGO-The American Medi-

cal Assn. appears to be using state
courts as an advocacy tool to whip
up anti-HMC) sentiments as it push-
es for physician antitrust relief and
patient protection legislation on the
federal level.

"All of these issues relate to one

thing: advocacy for the patient,"
said Dr. Donald Palmisano, a sur-
geon from Metairie, La., and a mem-
ber of the AMA's board of trustees.
"We want to use all available means

to protect the patient."
Dr. Palmisano said the AMA,

through its 5-year-old Litigation
Center, has joined lawsuits in Geor-
gia and New York that challenge in-
surers' payment practices. The cen-
ter also is reviewing cases in several
other states.

The timing of the AMA's an-
nouncements of some of these legal
endeavors Inirrors congressional ac-
tions on antitrust relief and patient
protection.

AMA President Dr. Thomas Rear-

don said the AMA is fighting in the
courts, through federal and state
legislatures, and through the U.S.
Justice Department. But he said the
synchronicity of recent event:s is just
"happenstance.-

"We've been working on the pa-
tient's bill of rights for over five
years now and on the Campbell bill
(a physician antitrust bill sponsored
by Rep. Thomas Campbell, R-Calif.)
for a year and a half," Dr. Reardon
said. "The message is that we will
continue to look at opportunities to
do what we have to do to protect pa-
tients."

But insurers said it's no coinci-

dence, and they've launched ad
campaigns to counteract some of the
negative publicity and influence the
national debate.

"Timing is everything," said a
spokesman for the Blue Cross &
Blue Shield Assn. "Anyone who says
they don't release things based on
timing is either lucky or good at
what they do. And the AMA is very
good at what they do."

For example, about the same time
that a congressional conference
committee was preparing to ham-
mer out a managed care bill, the
AMA joined the Medical Assn. of
Georgia in filing a class-action com-
plaint against Aetna U.S. Health-
care, alleging violation of the state's
prompt-pay law.

"Delay of payments is not a prob-
lem unique to Georgia," said a MAG
spokeswoman. "What the AMA and
MAO can do with these lawsuits is

point to these cases as good exam-
ples."

She said the problem has existed
for years and that the action comes
now only because doctors need to
pay their bills-and because the suit
is one the medical groups believe
they can win.

A month after joining the Georgia
suit, the AMA joined another com-
plaint in New York charging that
Metropolitan Life Insurance Co. and
United HealthCare Corp. used
flawed data to calculate low reim-

bursement rates for out-of-network

providers.
The AMA announced its partici-

pation in the litigation on March 15,
the day before the House Judiciary
Committee began debating Rep.
Campbell's collective-bargaining
bill. That bill would exempt physi-
cians from certain federal antitrust

laws that bar competitors from
jointly negotiating with buyers or,
in this case, health insurers. The

committee passed the bill late last
month.

"The theme is the same, but it's

not a coordinated thing between the
litigation and the lobbying on bills.
Both travel very separate time
tracks," said a spokesman for the
Medical Society of the State of New
York.

He said the AMA-backed actions

in New York and Georgia are all
part of a broad movement to level
the playing field in the relationship
among practicing physicians, man-
aged care organizations and pa-
tients.

But health insurers said it's hypo-
critical for physicians to push for
greater liability for HMOs in patient
protection legislation while trying to
limit their own exposure to antitrust
suits in another piece of legislation.

"Physician groups should under-
stand better than anyone the nega-
tive consequences of our overly liti-
gious society." said Chip Kahn,

president of the Health Insurance
Assn. of America. "It amazes me

that they would choose to raise ev-
eryone else's costs to meet some eco-
nomic end" for themselves.

Dr. Palmisano countered that the

AMA is just giving insurers a taste
cd the medicine doctors have had to
swallow for decades.

"We have advocated for years that
the tort system should be changed,
but this is what we have, so every-
one should be treated the same»

physicians and insurers," he said.
The AMA also is not shy about

asking the Justice Department to in-
vestigate insurers for possible an-
titrust violations.

The AMA and the Pennsylvania
Medical Society want federal inves-
tigators to look into whether High-
mark Blue Cross & Blue Shield,
which controls almost 70% of the

market in western Pennsylvania,
and Independence Blue Cross,
which has about 57% of the eastern

Pennsylvania market, have agreed
not to compete with each other.

The two physician groups issued a
joint press release announcing their
request on March 22, the scheduled
date for the House Judiciary Com-
mittee's final vote on Rep. Camp-
bell's bill. That vote was postponed
until March 30, when the committee
passed the measure 26-2.

Dr. Donald Smith president of the
Pennsylvania Medical Society, said
a three-year study of the state's
managed care markets showed the
market domination in Pennsylvania
"is the worst of any state in the
union."

A Highmark Blues spokesman
said Highmark market operations
are consist:ent with territorial li-

censing agreements with the nation-
al Blue Cross & Blue Shield Assn.

He added that the charge that the
dominant Pennsylvania Blues re-
strict patient choice "makes no
sense."

Regarding coordination of the re-
quest to the Justice Department and
the AMA's lobbying efforts on be-
half of the Campbell bill, Dr. Smith
said he thinks the actions are com-

plementary, but each takes a differ-
ent approach.

A Justice Department spokes-
woman said the department receives
many investigation requests but de-
clined to say how it handles those
requests.

Elizabeth Thompson and Kristen
HaUam are reporters for Modern
Healthcare, a sister publication of
Business Insurance.
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Opinions
Do more to hold down costs
W

ith health care inflation rising and man-
aged care under attack, employers once
again need to take a hard look to see if they

are doing everything reasonably possible to keep
costs under control.

A case in point is the California Public Employees'
Retirement System, one of the nation's largest health
care purchasers. In all, CalPERS purchases health
care coverage for more than 1.1 million state employ-
ees, retirees and their family members.

CalPERS appears to be discovering that purchas-
ing clout alone is not enough to hold down costs. It is
facing rate increases averaging almost 9% in 2001
for the HMO plans it offers participants. That comes
on top of a nearly 10% average rate hike it is paying
HMOs in 2000.

To combat 2001's planned increase, the purchasing
giant is considering raising participants' copayments
for the first time since 1993 and changing the design
of its plan to encourage less-expensive generic pre-
scription purchases. For example, copayments for
doctor office visits would rise to $10 per visit from
$5, while pharmacy copayments would increase to
$10 each for brand-name drugs, compared with a
previous copayment of $5 each for all formulary
drugs. Generic drugs would continue to carry a $5
copaynnent.

Based on these changes, the average rate increase
CalPERS would pay its HMOS in 2001 would drop to
a much more modest 4.9%.

The puzzling thing is not that CalPERS is propos-
ing these changes but that it waited so long to ad-
vance them. These, in fact, are very modest design
changes that would help to curb unnecessary utiliza-
tion and make members better consumers of health
care services.

Most employers have already taken similar steps to
try to control brand name drug utilization and shift
some of the added cost of health care to plan partici-
pants.

For those that have not, now is the time for all em-
ployers and other purchasers to review their plans,
or face unrestrained health care costs increases.
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CalPERS has held off formalizing its plan in the
face of opposition from labor unions that represent
state employees. Tough union opposition caused the
Boeing Co. to step back from introducing cost-shar-
ing for the first time under its health plan last
month.

We hope that CalPERS is not similarly dissuaded
from implementing reasonable cost controls to its
plan. The fact is, workers who desire job security and
rising compensation cannot expect to receive overly
rich health care benefits that fail to curb excessive
use of health care services and do not encourage pur-
chase of less-expensive prescription options.

If employers are unable to get their arms around
rising health care costs, the result will be less-prof-
itable and less-competitive companies. It could also
mean more employers, especially smaller companies,
dropping health care benefits. Neither consequence
of rising health care inflation would be in employees'
best interest.

Letters 
FEMA public risk proposal is on target
To the Editor: Your April 17 editorial ti-

tled "Sharing the Catastrophe Risk" is right
on the mark.

The Alliance of American Insurers re-

cently sent a letter to the Federal Emergen-
cy Management Agency supporting its pro-
posed regulation that would require public
entities to purchase insurance in order to be
eligible for federal assistance.

In light of the likely political opposition
from California and other states subject to

catastrophic losses, FEMA Director James
Lee Witt should be applauded for having
the political courage to propose this regula-
tion.

The federal government now contributes
up to 75% of the cost of rebuilding damaged
public buildings when the president de-
clares a national disaster. Public entities
should take responsible action, such as the
purchase of insurance, in order to limit tax-
payer expense for federal disaster relief.

The Alliance also had some of the same
concerns you expressed in your editorial
about the lack of a self-insured option and
higher self-retention limits. Still, we strong-
ly agree that this FEMA proposal is a step in
the right direction.

Patrick Musick

Assistant Vp-
Property/Casualty Insurance

Alliance of American Insurers

Downers Grove, Ill.

How to streamline state regulation
To the editor: Regarding Paul Winston's

April 3 commentary on who can best regu-
late insurance: Winston Churchill once said
that democracy was the worst kind of gov-
emment-except for all others. I submit that

Business Insurance welcomes letters to
the editor. The section is intended to be a
forum for readers' opinions and com-
ments. We reserve the right to edit letters
for clarity or space. We wilt not put*ish
unsigned letters. Please send your letters
to Letters to the Editor, Business Insur-
ance, 740 N. Rush St., Chicago, Itt. 60611,
far: 312-280-3174; e-mail: pwinston
@crain. com

state regulation of insurance is the worst
kind-except for all others.

This does not mean that state regulation
cannot be improved. You correctly said it
can and should. However, a major impedi-
ment to improvement is the current need to
traverse the labyrinth of National Assn. of
Insurance Commissioner formal recommen-
dation and adoption by 51 separate jurisdic-
tions.

Why not cut the number to perhaps a
dozen insurance regulating agencies, each
composed of highly-trained regulators? This
can be done if the states enter into interstate
compacts, ideally each encompassing one
NAIC zone. Existing interstate compacts
regulate land use, water use, financial insti-
tutions, etc., so insurance regulatory com-

pacts would not be a total innovation.
One state in eachzone would regulate, for

all states in that zone, life and health forms
and rate filings, another property and casu-
alty forms and rate filings, a third com-
plaints, a fourth admissions to do business,
and so on. Advantages of scale would make
each state even more expert in the regulato-
ry field it administered.

To be sure. California, New York and
some other inner-directed states will not join
with their zone-mates. Even so, the compact
concept will lower, from 51 to maybe a
dozen, the number of state-specific compli-
ance obligation regulatees would have to
satisfy.

Nathaniel B. Taft

White Plains, N.Y.
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Costs
Continued*om page 3
particular disease state, such as dia-
betes, or a certain category, such as
workers comp. But look-

ing at only these limited categories
is not enough to address an employ-
er's total illness-related costs, he
stressed.

Another overlooked toll is that

side effects from a treatment may
impair the worker as much as the
disease in the first place, Mr. Green-
berg said.

One goal underlying an integrated
approach to measuring the cost of
illness is determining the total cost
of a specific disease, said Howard
Birnbaum, vp of Analysis
Group/Economics in Cambridge,
Mass.

The customary method, looking at
the medical costs charged to that
specific disease, is not sufficient as it
does not include numerous other,

usually more expensive, items that
may be linked, he said.

For example, the annual cost of
depression to an employer for 1997
was $11,096 per employee per year,
according to data collected by his
firm, Mr. Birnbaurn said.

Only 41% of that amount, howev-
er, stems directly from depression it-
self, he said. Other medical prob-
lems often associated with depres-
sion account for 38%, while other
mental health problems related to
depression, such as anxiety or alco-
holism, account for the remaining
21%, he said.

In addition, of the money employ-
ers spent on depression, only 16%
stems from direct medical costs for

treating the depression, with the re-
mainder from disability, workers
comp, lost productivity and related
physical and mental ailments relat-
ed to depression.

So, an employer that only looks at
the actual medical costs for treating
depression will not see the much
larger expense the disease is creat-
ing, Mr. Birnbaum explained.

"Patients with depression are ex-
pensive, but for reasons other than
for treating them for depression," he
said.

Therefore, to truly determine the
costs, "you just don't want to look at
health care costs," he said.

If employers try to squeeze health
care costs, without addressing other
cost areas, it will only shift the mon-
ey out of the health care area into a
different one, such as disability or
workers comp, Mr. Birnbaum said.

Another study the firm conducted

shows that after a person receives
treatment for depression, the num-
ber of disability days decreases,
compared with the time immediate-
ly before the treatment began.

This shows that treatment can re-

duce the number of disability days,

NMHCC

in 2001
ATLANTA-Managed care 

. executives, benefit managers 1
and health care providers con-

1 verged on Atlanta last week |
for the 12th Annual National I

| Managed Health Care  Congress.
The April 16-18 meeting fea-

| tured more than 500 exhibitors |
: and more than 150 informative 1
 sessions covering 12 areas in I

the managed care field.
Next year's congress will be '

' held on March 19-22 in At-

lanta. For more information or

to register, call the NMHCC at
781-663-6000.

he noted. Although this means in-
creasing the medical costs for treat-
ing depression, it lowers the disabil-
ity costs associated with the disease,
he explained.

Mr. Birnbaum also noted that not

all employers are affected the same
by every disease. Each employer
should determine which illnesses

have the greatest cost impact to
them, and look for ways to reduce
those total costs, he advised.

A new approach is needed that
shifts away from focusing on indi-
vidual types of benefits, said Dr.
Harold Gardner, chief executive of-
ficer of Options & Choices Inc., a
Cheyenne, Wyo., consultant that fo-
cuses on integrated benefits.

For example, only about 10% of
employees consume 74% of the total
money an employer spends on bene-
fits, he estimated. This is spread
among disability, workers comp and
health care. To reduce overall costs,

a program should especially focus

on managing the costs of this small
group of workers, and not the em-

ployee population as a whle, he
said.

Employees can be divided into six
groups according to the types of
claims filed, Dr. Gardner said.

The first, comprising 29% of the
average employee population, sub-
mits virtually no claims. The second
group-31% of employees-only
submits minor claims. For these two

groups, adding an expensive man-
aged care program will probably
cost more money than it saves, he
said.

The third group, accounting for
about 26% of employees, use bene-
fits to take time off and use up more
money for disability and absen-
teeism than for health care.

The fourth group, only 6%, is
those who submit claims only for
major problems, usually major med-
ical events, such as having a baby.
They consume about 18% of total

benefit costs.

It's the next group, however, that
eats up the real money, Dr. Gardner
said. Although this fifth group con-
sists of only 8% of all employees, it
consumes about 53% of all costs,

with workers comp costs the largest
component of those expenses.

Within this fifth group, four cate-
gories of problems account for the
bulk of these claims, Dr. Gardner
said. They are: repetitive stress in-
juries; stress and anxiety; chronic
pain; and drug and alcohol-related
problems.

The sixth and final group consists
of extreme medical cases, such as

cancer care and organ transplants,
that cover only 0.4% of employees
and 8% of costs.

One problem with the current
health care system is that it focuses
a lot of resources on this last group,
though it consumes a relatively
small amount of the total money
spent.

Preserving collectors peace of mind.
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Instead, he asserts, more time and
effort should be dedicated to where

the most money is spent and address
the people in those categories.

"Managing people is critical," he
said.

He said that the people who will
create those costs can be identified

through some easy-to-administer
tests after hiring and then given spe-
cial attention.

In another study, Dr. Gardner
said that in evaluating 3,637 mental
health patients over two years, each
on average incurred $28,818 in total
health and productivity costs. But of
that amount, only $854, or 3%. was
from direct medical costs for their

mental health condition. The rest

came from disability, workers comp,
lost productivity and other medical
claims.

"If you only look at the mental
health medical costs, you're only
looking at a fraction of the risks," he
said. lai
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New disability management ideas promoted
By MICHAEL PRINCE

ATLANTA-More innovative

approaches are needed for em-
ployers to reduce the costs of
workers compensation and dis-
ability programs, according to two
human resource consultants.

One interesting method to get
workers back to work sooner after

an injury is to apply sports
medicine rehabilitation methods

to them, said Suzanne Fowler
Thomas, chief operating officer at
Performance Dynamics Inc. in
Muncie, Ind.

In rehabilitating injured ath-
letes, the key is teamwork and mo-
tivating the person to work hard.
"It needs to be the same kind of

thing when working with industri-
al athletes," Ms. Fowler Thomas
said. The athletic approach to re-
habilitation has been shown to be

the best method to return injured
people to their original health, she
said. But it generally has been lim-
ited to athletes and not widely ap-
plied to injured workers in gener-
al.
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"Is it more important for an ath-
lete to get back to playing tennis
than your employee to get back to
work? I don't think so," Ms.
Fowler Thomas told attendees at

The National Managed Health
Care Congress, held April 16-19 in
Atlanta.

In an informal pilot project con-
ducted by Performance Dynamics,
these principles were applied to 68
injured workers. All of these
workers had been out of work for

long periods of time because of
their injuries and failed to recover
through standard rehabilitation
treatment.

After being treated with sports
medicine rehabilitation methods,

98% of these patients were able to
avoid surgery, and 57 % returned
to full functionality. "These people
were not only back but were back
to their original jobs," she said.

Beyond applying sports rehabil-
itation techniques, it's also impor-
tant to dispense with some shop-
worn ideas about rehabilitating
injured workers.

Ms. Fowler Thomas dubbed

these "assumptions that were no
longer valid."

One invalid approach is to do
things as they have always been
done. This does not work if that

way has not been successful, she
said, and a new way, such as ap-
plying sports rehab techniques,
should be tried.

Another example is the idea of
treating the symptom. But the
sports medicine approach, she
said, is to treat the whole person.
Sometimes the symptom can result
from an injury far from the area,
she said, or it can be caused by a
way of moving a different part of
the body.

And another assumption is to
modify the job. At times, it's nec-
essary "to modify the employee to
the job," she said, another sports

rehabilitation concept.
By recognizing the lack of value

of these old assumptions, employ-
ers can reduce some of the $40 bil-
lion to $70 billion in direct costs-
and even more in indirect costs-

that they annually pay.
Despite the success she has seen

in applying sports rehab, the best
approach is still prevention, Ms.
Fowler Thomas said. "The return

on investment is incredible," she
said.

Another great idea to reduce
costs is to put a rehabilitation elin-
ie at the worksite. The therapists
"become involved in what's going
on around them" when this is

done, she said.
In a formal pilot study with an

onsite center at a car-making
plant in 1997, the number of lost

workdays from injury dropped
from 170 in three months to 17

over a five-month period. This
saved the employer an estimated

ful," she said.
Another different approach to

reducing workers comp costs is to
integrate it with all other benefit

'Is it more important for an athlete to get
back to playing tennis than your
employee to get back to work? I don't
think so,' says Suzanne Fowler Thomas.

$30,000, Ms. Fowler Thomas said.
And the costs are small because an

elaborate facility is not necessary.
"There is a lot you can do in a

small room that can be very help-

plans covering lost worker days,
said Jackelyn Werblo, client man-
ager for The AAC Group, a human
resource consulting company in
Dallas. By integrating all these

Watch this space.

disparate programs under one
roof, employers can better lower
absenteeism while improving pro-
ductivity and performance, she
said.

Ms. Werblo said that some em-

ployers believe that integrated dis-
ability management can only be
achieved by having the same in-
surer for workers comp and medi-
cal benefits. But this is not neces-

sary, and a program can achieve
its goals by having the different
plans work closely together, she
said.

More important than putting all
policies with the same insurer is
making sure that all the employ-
er's corporate policies are aligned
toward the goal of reducing absen-
teeism and returning the worker to

Continued on neirt page

dotRis



Continued from previous page
the job. In evaluating whether an
employer has properly aligned its
policies, the place to start is not
the workers comp program, a cus-
tomary starting point. Rather, a
broader approach is needed, she
said.

Ms. Werblo recommends start-

ing at the organization's sickness
and accident policies to see
whether those are managed, or
whether requests for leave are au-
tomatically granted.

From there, employers should
look at their attendance policies,
discipline policies and their long-
term disability and medical plans.
Only after that does an employer
reach the workers comp program.
And the backbone of any good
workers comp program is safety,
she said.

"There is no better cure for

workers comp costs than preven-
tion," she said.

The review also should encom-

pass the organization's adminis-
tration of Family and Medical
Leave Act leaves and the Ameri-

cans with Disabilities Act issues,
she said.

Finally, any review should in-
clude the company's employee as-
sistance program. "They really can
be an integral part of your inte-
grated disability philosophies,"
she said.

For example, substance abuse
and mental illness cost U.S. com-

panies billions in lost-time acci-
dents each year, she said, and 65%
of on-the-job accidents are related
to drugs or alcohol.

"It's not a nice thing to have. It's
a critical part of ensuring you can

control all of your costs with lost
time," she said.

The session was moderated by
Dr. Thomas Sevier, medical direc-
tor at Performance Dynamics in
Muncie, Ind. m'
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Carmakers win defect cases
Nissan, Suzuki successfully defend design defect claims

By ERIC FREEDMAN
Crain News Service

Juries in El Paso, Texas, and
Spokane, Wash., have cleared Nis-
san North America Inc. and Amer-

ican Suzuki Motor Corp., respec-
tively, of design defect claims in
two sport-utility v.ehicle rollover
cases.

In both product liability law-
suits, the plaintiffs unsuccessfully
sought multimillion-dollar ver-
dicts.

In a 1997 Texas crash, Ricardo
Parra was injured when his 1993
Nissan Pathfinder left the pave-
ment after what Nissan North

America called an "accident-

avoidance steering maneuver."

.com
Buy risk. Sell risk. Settle and trade claims.

detRisklimited
e-solutions for worldwide business insurance

& claims markets

He asked for $8 million to $9

million in damages at trial before
El Paso District Judge Patrick
Garcia, alleging the Pathfinder
was defective because its center of

gravity was too high and its track
width too narrow.

Nissan offered expert testimony
defending the vehicle's handling
and stability and attributing the
accident to Mr. Parra's steering too
hard and too fast at highway
speeds.

"The plaintiff's counsel's tack
was to indict the whole SUV in-

dustry," Nissan senior counsel
Colleen Gillespie said.

She said the connpany argued
that the theory advanced by the
plaintiff's expert would make

"school buses, delivery trucks and

anything other than passenger
cars" unsafe.

Mr. Parra's lawyer, Thomas
McElroy of Dallas, said he didn't
know whether there will be an ap-
peal.

In the Washington case, a
Spokane County Superior Court
jury rejected a claim by James Mc-
Coy that a 1986 Suzuki Samurai
was defectively designed. A pass-
ing vehicle struck Mr. McCoy after
he stopped to help direct traffic at
the scene of a 1987 rollover acci-

dent involving the Samurai.
He requested $5.8 million in

damages, claiming that if the
Samurai wasn't prone to roll over,
the accident wouldn't have oc-

curred, he wouldn't have stopped
to help and, therefore, he would
not have been injured.

American Suzuki Motor Corp.
denied the vehicle was defective.

After three hours of deliberation,
the jury agreed and found the
Samurai was not defective, ac-
cording to Lori Schweitzer, the na-
tional trial counsel for American
Suzuki.

Mr. McCoy's lawyer, Roger Fe-
lice of Seattle, said he will recom-
mend that his client appeal, con-
tending Judge Kathleen O'Connor
should not have excluded evidence

about Suzuki's "crisis plan" for
the Samurai.

The existence of the plan was
"totally inconsistent with the com-
pany's position at trial" that the
Samurai wasn't defective, he said.

Suzuki settled the injured driv-
er's product liability claim during
jury deliberations in a separate,
earlier trial.

The amount of the settlement

was confidential, Ms. Schweitzer
said.

Mr. Freedman is a correspondent
for Automotive News, a sister pub-
tication of Business Insurance.
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Comings & Goings:
indusky

Jersey has named Thomas J. Calvo-
coressi vp, general counsel and secre-
tary. Mr. Calvocoressi previously was
with Aetna Inc., where he most re-
cently was vp and general counsel.

PHS Health Plans of Shelton,
Conn., has appointed Barry Averill as
president. In his new role, Mr. Averill,
who previously was with Humana
Inc, will be responsible for operations
in Connecticut, New York, New Jer-
sey and Pennsylvania. PHS is a unit of
Foundation Health Systems Inc.

Insurers

arvi
Reinsurance Intermediary

Schaumburg, Ill.-based Zurich
Global Energy, a newly expanded
unit of Zurich Financial Services

Group, has named James D. IMiller to
the position of chief underwriting of-
ficer. Mr. Miller, who will be based in
the unit's London office, previously
was with American International

Group Inc.'s energy department,
where he was engineering manager.

Associated Aviation Underwriters

has named Jan. E. Jonker executive

vp and director of international ac-
counts in AAU's London office. Prior

to joining AAU, Mr. Jonker was man-
aging director of the Dutch Aviation
Pool in Amsterdam. In addition, Mr.

Comp
Continued from page 3
the State Workens' Insurance Fund,

unsuccessfully argued that Mr. As-
tudillo was not eligible for benefits
because he was an illegal alien. It also
unsuccessfully argued the court
should adopt a public policy excep-
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Jonker serves as president of the In-
ternational Union of Aviation Insur-

ers. AAU, which has headquarters in
Short Hills, N.J., is jointly owned by
Chubb Corp. and CNA Financial
Corp.

RLI Corp. of Peoria, Ill., has pro-
moted two to vp: Donald J. Driscoll
has been named vp, claim; Piyush K
Singh is vp, systems development.
Mr. Driscoll has been assistant vp,
claim at RLI since January 1998. Mr.
Singh has been assistant vp, systems
development since April 1998. RLI
Corp., through subsidiaries RLI In-
surance Co., 1\lit. Hawley Insurance
Co., Underwriters Indemnity Co. and
Planet Indemnity Co., underwrites
selected property and casualty insur-
ance products.

Chubb Executive Risk Inc., a Sims-
bury, Conn.-based unit of Chubb
Corp., has appointed several vps.
John C. Anderson is vp, customer ser-
vice division and account service cen-

ter department manager; Gregory P.
Barabas is vp, claim department
manager; Timothy J. Covello is vp,
professional services department
manager; Christine A. Dart is vp,
product training manager; Fred T.
DeFilippo is vp, marketing manager
e-commerce; Matthew P. Dolan is vp,
health care department manager; An-
thony S. Galban is vp, directors and
officers imderwriting manager; Jane
L. Hodgson is vp, forefront/power
underwriting manager; Susan R.
Huntington is vp, health care depart-
ment consultant; Christopher M.
Mango is vp, new product develop-
ment manager; John J. Moroney is rp,
professional services-underwriting

tion in an unrelated case involving an
escaped prisoner, which the court re-
jected.

Judge Dan Pellegrini wrote in the
opinion that "it would not serve'pub-
lie policy' to deny workers' compensa-
Mon benefits to an illegal alien merely
because of their immigration status
because all that would do is reward an

employer who failed to properly as-
certain an employee's immigration
status at the time of hire. Further, to
do so would potentially subvert any
public policy against illegal immigra-
tion because employers may actively
seek out illegal aliens rather than citi-
zens or legal residents because they
will not be forced to insure against or
absorb the costs of work-related in-

juries."
The employer also unsuccessfully

manager; Joshua 0. Stein is vp, rein-
surance manager; and David A. Suk-
ert is vp, professional services-under-
writing manager, lawyers.

Brokers

Richmond, Va.-based The Ruther-

foord Cos. has promoted Robert A.
Bamberger to senior vp. Mr. Bam-
berger, who joined Rutherfoord in
1998, previously was a vp.

Cavignac & Associates, a San
Diego-based
commercial

insurance

 brokerage
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in 1996, came from John Burnham &
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argued that the claimant's benefits
should be immediately terminated be-
cause he would be unavailable for

suitable alternative employment. The
court responded by noting that under
Pennsylvania law benefits "are not
conditioned upon whether the em-
ployee has marketed his remaining
work capacity."

In addition, the employer is not en-
titled to suspension or modification of
the claimant's benefits because the

employer presented no evidence
about the type of alternate positions
the claimant could perform, accord-
ing to the decision.

An attorney for the employer de-
clined to comment on the case.

A spokesman for the insurer said it
is studying the decision and has not
decided whether to appeal. £11
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t Take voluntary ergonomics action now
By Troy Hanson Also, what incentives would the rule create for Therefore, using the MSD management section as a

employees? Would they be more inclined to file claims guide, here are some basic steps that employers
16 A FTER YEARS of frustrated attempts at under the OSHA provisions rather than workers should incorporate into their workers comp
f regulating ergonomic hazards in the comp? And supposing a worker made a fraudulent programs

workplace, the Occupational Safety and OSHA claim, would workers compensation fraud • Create Job descriptions A job description allows-h \,Health Administration is finally poised to put an
laws apply if only OSHA benefits are obtained? the physician to concentrate on the medical issues

ergonomics rule on the books For employers and OSHA's attempt to make inroads Into workers and avoids leaving the description of the job up to the

'f, 3 14**fr« t'*5 7
insurers, the proposed rule has serious implications, compensation laws wlll undoubtedly lead to lawsuits iniured worker The key is to provide as much detail
especially in regard to its medical management challenging the MSD provisions-if the provisions as possible For example, rather than simply stating
provisions survive the rulemaking process But if history is any that the job requires "hfting," state how much lifting

Since the early 1990s, OSHA has been attempting guide, OSHA might prevail on this issue is required and describe the actual task With a good
to regulate ergonomic hazards, citing the cost and In 1978, the agency promulgated a controversial lob description, the employer would be fulhlling its
prevalence of musculoskeletal disorders as its lead standard with striking similanties to the responsibility under the proposed rule to provide the
rationale According to the Bureau of Labor ergonomics proposal's MSD management provisions physician with pertinent information about the
Statistics, these injuries account for one-third of all The lead standard obllgates employers to provide worker's ]ob

f
occupat:ional injuries, and OSHA estimates the costs similar cash subsidies for up to 18 months for • Emphasize early intervention Ideally, when an
in workers compensation benefits to be as high as $20 employees who are placed on medical leave because injury occurs, the employer should immediately
billion a year of excessive blood-lead levels contact the worker and direct him or her to a

In November 1999, the agency proposed a far- A group of lead manufacturers filed a lawsuit physician, if necessary Most workers appreciate the
reaching standard that would cover manufacturers concern shown for their well being, and statistics
and materials-handling operations, as well as show that prompt medical attention means a better

t, workplaces in which a single MSD has been reported Some basic steps can bring chance of a healthy and speedy return to work
A few industries-agriculture, construction, and Otherwise, a treatable set of symptoms may become a
mantime-are exempt workers comp programs in line with full-blown injury An early intervention policy wouldE

The standard apphes when an OSHA-recordable practices advocated by disability fulfill the standard's requirement that employers
MSD is reported in a Job that is "reasonably likely" provide prompt medical care when necessary
to have caused or contributed to that type of MSD and return-to-work experls. • Provide alternative duty As a practical matter,
The hazardous activities must also be central to the employers should have hght or alternative duty

, Job or make up a significant amount of the positions available for injured workers as soon they
employee's time As employers and insurers are well are allowed to return to work Employers should
aware, the proposed standard is highly controversial, challenging the standard on the basis that it therefore consider developing a "job bank" that can
and the center of that controversy is the MSD encroached upon workers comp laws But the Court be used as alternative duty during an injured

r management section of Appeals for the District of Columbia held in a 1980 worker's recovery This would fulfill the proposed
Under this section, the employer must promptly case, AFL-CIO us Marshall, that the medical removal standards requirement that employers provide

& respond to any reported MSD using the followmg provisions were within OSHA's "broad" grant of information to the physician about what alternative
4 measures, at no cost to the employee authority duty is available

• Determine whether temporary work restnctions Of course, an attempt by OSHA to extend its • Build a physician network Employers should set

are necessary The restrictions may include a job authority through the ergonomics standard may not up a network of medical providers who understand
transfer, alternative duty or removal from the fare as well today as the lead standard's medical the goal of return to work and who are familiar with
workplace The employer must follow the physician's removal provisions did in 1980 One reason is the the workplace-either through work site visits or

 recommendations and follow up to determine controversial OSHA Cooperative Compliance through videotapes of the jobs With this information,
A whether the restrictions are helping to resolve the Program, a "voluntary" safety program aimed at physicians can make informed decisions-rather than
 MSD reducing imury rates that punished companies that rely on guesswork-as to the most-appropriate work

• Provide access to a physician, if necessary refused to participate The program was struck down restrictions This would fulfill the proposed standards

• Provide the physician with lob and hazard last year by the Court of Appeals for the District of requirement that the employer provide the physician
descriptions and other pertinent information Columbia In that case, the court found that OSHA with information about the job and an opportumty to

• Obtain a confidential written medical opinion had exceeded its authority by failing to follow proper visit the workplace

and provide a copy to the employee rulemaking procedures It may be that the tide has • Obtain meaningful medical opinions An
• Provide a cash subsidy (of 90% to 100% of turned important step m the return-to-work process involves

wages) and maintain benefits and senlority rights for Another reason is that much has transpired since explaining to employees the nature of the injury and

fs up to six months of disability leave 1980 in terms of disability and leave pohcies Today, the reason for the return to work In particular,
Yl, • Maintain records of MSD management employers must contend with Americans with employers should ensure that their physicians explain

The MSD management provisions raise several Disabilities Act and Families Medical Leave Act to employees that returning to work is an important
serious issues pohcies, both of which overlap with workers part of the treatment in that it will help them recover

First, the mandate of medical and wage benefits is compensation laws Adding an OSHA leave policy faster Providing this Information would fulfill the

in direct confhct with state workers comp laws would entangle employers in an increasingly complex obligation to provide the employee with a copy of the
f According to the exclusive-remedy rule, workers web of legal doctrines Given this situation, a medical opinion

3= comp benefits are the only remedy for a work-related reviewing court could take a more-sympathetic view By getting a head start on the standard's

inlury The proposed rule carves out an enormous to the phght of employers, especially consider'ing that requirements, employers would be satisfying two
exception to the exclusive-remedy rule by creating a 1 9 milhon employers would be affected important objectives They would bring their workers
new set of federal remedies for a subset of work- Regardless of how this issue shakes out in the compensation programs in line with the voluntary
related injuries courts, the question is Should employers take best practices recommended by many disability and

Secondly, the MSD management section appears to voluntary action now, while the ergonomics proposal return-to-work experts In addition, if the MSD

violate OSHA's own mandate Under Section 4(b)(4) is wmding its way through the cumbersome management protocols are adopted, the employer
4,43*A *1*fr

of the Occupational Safety and Health Act, OSHA is rulemaking process? would have a program that is tailored to its own

prohibited from promulgating any rules that "affect" If MSDs are a concern in the employer's workplace, corporate culture rather than having to build a
workers comp The ergonomics rule would clearly then the employer should begin addressing program based on the more-rigid requirements of
affect workers comp, because it expands the ergonomics, if it has not done so already There are OSHA's ergonomics standard [a]

definition of a "work-related injury" by establishing two good reasons for doing so

a lower threshold of proof for MSDs In other words, First, many compames that have established

a worker could meet the criteria for coverage under voluntary ergonomics programs have achieved Troy Hanson ts an attorney

B the ergonomics rule, while being demed coverage remarkable successes they have lowered workers and senior analyst for CCH

6 under workers comp laws The practical effect would comp premiums, reduced injury rates and improved Inc 's health and human re-

be twofold more covered injuries and more employer lost time rates-not to mention the decrease in human sources diuts:on in R:verwoods,

#** responsibilities suffenng that has resulted Secondly, if the MSD m CCH ts a provide, of human

This lower threshold raises further questions and provisions survive the rulemaking process, the
concerns For example, the OSHA MSDs may not be ergonormes proposal has a "grandfather clause" that Z resources and employment law

:nformatzon

covered by the standard workers comp insurance would allow existing programs to be maintained,

policy Would an employer have to purchase an provided they meet the basic obligations of the

additional insurance pohcy to cover these injuries? federal standard

. 1,411'/4 : 7-11 4 v'
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Perspective

Titles, ' 6 slogans' rulings expand coverage
By Philip H. Hecht

W
ITH THE EXPLOSIVE growth of Internet

advertising, it is not surprising that numerous
trademark infringement lawsuits have been

filed by companies anxious to protect their intellectual

property rights against real or imagined encroachment.
Congress' passage of legislation in 1999 prohibiting
cybersquatting and other forms of Internet infringement
make it likely that more of these claims will be brought
in the future.

Risk managers for policyholders targeted by these
claims will want to know from the beginning whether
there is potential insurance coverage for both the costs
of defense and the costs of paying judgments or
settlements to successful plaintiffs. When it comes to
insurance coverage, it is important to understand that
not all trademarks are created equal.

Coverage for trademark infringement is provided
under the "advertising injury" section found in most
standard-form commercial generalliability policies.
These policies typically define "advertising injury" as an
injury "arising solely out of one or more [covered]
offenses committed in the course of advertising your
goods, products or services." The list of covered ofEenses
includes"infringement of copyright, title or slogan" or

f"infringement of trademarked or service marked titles
· or slogans."

Standard-form CGL policies sometimes also contain

. an "intellectual property" exclusion, which bars
coverage for advertising injury arising out of
infringement of a "trademark or service mark or
certification mark or collective mark or trade name,

' other than trademarked or service marked titles or

 slogans." Policies with this exclusion do not provide
 coverage for trademark infringement claims unless the
- word or phrase in question fits within the exception for

"trademarked or service marked titles or slogans."
. Over the last several years, a number of cases have

addressed the advertising injury section in the context of
trademark infringement claims and have found no

* coverage. But a November 1999 decision by a U.S.
district court in New York signals a favorable shift on
the intellectual property exclusion and the availability
of coverage for trademark infringement. The ruling
could have a significant impact, because New York is
the center of the fashion and advertising industries and
many infringement cases are filed there.

In Hugo Boss Fashions Inc. vs. Federal Insurance Co.,

the United States District Court for the Southern

District of New York ruled that a trademarked name

may qualify as a "slogan" if it conveys a message to
consumers concerning the nature and quality of a
particular product, This decision arose out of a 1997

lawsuit filed against Hugo Boss, an international
designer and manufacturer of men's fashion clothing, by

Boss Manufacturing Co., a U.S. company that makes
inexpensive work boots and gloves. That lawsuit alleged
trademark infringement, unfair competition and

trademark dilution because Hugo Boss had used the
name "Boss" in advertising and selling fashion boots
and gloves in the United States.

Hugo Boss' liability insurer, Federal, refused to

provide a defense in the trademark infringement
lawsuit. Federal argued, among other things, that the
name "Boss" does not fit within the exception to the

intellectual property exclusion in its policies. Although
its policies do not define the terms "title" or "slogan,"
Federal took the position that "title" refers to the name

of a literary or artistic composition, such as a book or
motion picture, and that "Boss" cannot be a "slogan"
because it is the name of a company and does not
describe a product.

The district court disagreed, ruling that even a single
word may qualify as a "slogan" under the ordinary

dictionary definition of that term. According to the
court, "English dictionaries generally define 'slogan' as a
word or combination of words that acts as an attention-

getting device. The word'Boss' appears to do just that,
given that [the] complaint alleges that the word'Boss' is
used'to identify and promote its products and to
distinguish its products from those offered by others."

In deciding in favor of coverage, the court relied on its
earlier decision in A Touch of Class Inc. vs. Aetna

Casualty & Surety Co., which concerned a similar
trademark infringement claim. In that case, a jewelry
company named A Touch of Class Ltd. sued another
jewelry company because of the latter's use of the
phrase "A Touch of Class" in advertising its products.
The court held that the plaintiff's trademark
infringement claims came within the exception to the
intellectual property exclusion because the mark in
question conveyed a message to consumers concerning
the nature and quality of the particular product, even
though the company selling that product used the same
name to identify its business.

Severallessons can be drawn from these decisions by
policyholders and their risk managers. First, and most

obviously, not all trademarks are intended to convey
messages about the nature and quality of the products
on which they appear. Some, like "Nike, „„McDonald's"

or "Ford," are well-recognized but non-qualitative
names and cannot be said to be titles or slogans.

Second, non-linguistic symbols, like the familiar Nike

swoosh, can be used as trademarks but these also cleagS
are not titles or slogans. As the court observed in A
Touch of Class, "Trademarks can be the color of an item,
e.g., pink sugar-substitute packets; the location of a

patch on a pair of jeans, e.g., on the back hip of one
brand of jeans; the scent of an item, e.g., that of a
household deodorizing spray; and the design of a
package, e.g., the wrapper of a candy bar. None of these
trademarks involves the product's title or slogan."

Finally, there is a category of trademarks that can be
said to convey qualitative or descriptive messages about
the products on which they appear. In Hugo Boss
Fashions, the court found that the word "Boss" indicates
that the products on which it is used "are of a first-rate
quality and that the wearer is 'above the rest' or 'in
control. '" From the standpoint of policyholders and risk
managers, it is important to realize that these kinds of
trademarks may be covered under standard-form CGL
policies.

When faced with claims or lawsuits for trademark

infringement, risk managers should review their policies
to determine whether coverage is provided for
advertising injury and, if so, whether the policies
contain versions of the intellectual property exclusion.
Even if a policy has an intellectual property exclusion, a
risk manager should notify the insurer and demand a
defense because of the exception in the exclusion for
"titles" and"slogans,"

As Hugo Boss Fashions demonstrates, those two little
words just might be the key to insurance coverage for
trademark infringement. ial
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in the Washington o#ice of
Kirkpatrick & Lockhart
L.L.P., a Pittsburgh-based law
firm.

RIMS manual clarifies certificates of insurance
"Certificates of Insurance: Where Do They Fit Into

the Risk Management Scheme"
Prepared by the RIMS Research Committee
Published by the Risk & Insurance Management

Society Inc., 655 Third Ave., New York, N.Y. 10017-
5637; (212) 286-9292

$40 for RIMS members, $50 for non-members

By Kevin M. Quinley

 erhaps few areas of risk management create asmuch confusion as certificates of insurance. As

one risk manager once told me, "My policy is to
get as many as possible and to give as few as possible."

Certificates of insurance are items risk managers
demand. They are needed to do business, to assuage
business partners, to render vendors acceptable and to
make commerce happen. Are they mini-policies of
insurance or are they simply evidence of insurance?
What obligations and rights do they impose? How can
additional insureds best safeguard themselves through
the use of these certificates? These inconvenient

questions rarely need to be addressed-unless there is
a loss or claim.

A recent manual prepared by the research
committee of the Risk and Insurance Management

Book Review

Society Inc., titled "Certificates of Insurance," tries to
dispel much of the confusion and myth surrounding
insurance certificates.

This manual is not simply theoretical; it has been
written for shirt-sleeve practitioners. In 68 pages, the
committee provides a concise and practical manual for
busy risk managers. "Certificates of Insurance" is
divided into five main sections:

• What It Is, What It Is Not

• Drafting Insurance Requirements
• Specialty Language and Endorsements
• Distribution and Management
• Contract Review

The chapter on "Drafting Insurance Requirements"
addresses topics such as the differences between
named insureds and additional insureds, insurance
limits, claims-made vs. occurrence forms, and insurer
acceptability. I would have liked to have seen a section
on control of the defense; this is often an overlooked
area in additional-insured situations. Many an entity
will fight hard to get its defense picked up, only to
find out that it must relinquish control of the defense
to another company and its insurer. This is ironic

considering that more firms are demanding claims
control autonomy from their own insurers.

The RIMS manual provides much useful
information about managing certificates of insurance
in ways that prevent problems. Supplementing the
written text are reprints of additional-insured
endorsements and forms commonly used in the
insurance industry.

It is possible to have a few quibbles with this book.
Both a glossary and a checklist of what risk managers
should and shouldn't do should have been included.

Despite these minor points, RIMS should be
applauded for this practical manual, which should
hold something of interest to every risk manager. l
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Kevin M. Quintey is senior vp
of'risk services for MEDMARC
Insurance Co. Inc. and sub-

sidiary Hamitton Resources

Corp., both of Fairfax, Va. He
holds the Chartered Property &
Casualty Undenoriter and Asso-
ciate in Risk Management des-
ignations.



Global Briefs

Insurance broker Jardine Lloyd
Thompson Group P.L.C. has entered
into an agreement to combine its
U.K. retail and employee benefits op-
erations with Liverpool-based Burke
Ford Holdings Ltd. The combined
business will operate as Jardine
Lloyd Thompson U.K. Holdings Ltd.,

..4=as part of the JLT Corporate Risks &
..2,-vices division. For the year ended

Aug. 31, 1999, Burke Ford recorded
total revenues of £10.7 million ($17.2
million). Jardine Lloyd Thompson
will own 81% of the new entity, while
Burke Ford will own 19%... .Zurich

Financial Services Group plans to
unify its operations under a Switzer-
land-based holding company. ZFS
will apply for a primary listing on the
Swiss stock exchange and a sec-
ondary listing on the London Stock
Exchange, according to the company.
. . .A report by rating agency A.M.
Best Co. suggests that just 10 syndi-
cates produced 53% of the Lloyd's
market's 1997 loss of £176.3 million

($284.8 million). The Best survey also
reveals that 50% of Lloyd's managing
agencies posted a profit for the 1997
year of account. Best predicted that,
for 1998, just 10 managing agencies
would return a profit and 20 would
have overall losses totaling more than
10% of their capacity. . . .Copenhagen
Reinsurance Group and Euclidian
Group P.L.C. are joining forces to of-
fer finite risk reinsurance. Denmark-

based Copenhagen Re will write the
coverage, while Lloyd's underwriter
and registered broker Euclidian,
which specializes in finite risk, will
provide consulting services. Copen-
hagen Re Chief Executive Officer Jan
Hornsberg said that he expects most
of the business to be written will be

long-tail and outside the area of
catastrophe risk. .Kidnapping has
grown to record levels, according to a
survey by U.K. insurer Hiscox Group
PLC. The Hiscox survey showed
that premium volume levels in kid-
nap and ransom insurance are grow-
ing by 20% each year. Since 1992, re-
ported kidnappings have increased
by 70%, though 1999 saw just a 6%
increase in the number of kidnap-
pings. More than half of the world's
kidnap-for-ransom incidents over the
past decade have occurred in Colom-
bia; in 1999, more than 70% of the
worldwide total of incidents occurred
there. . . .Members of New South

Wales-based NRMA Group have vot-
ed overwhelmingly to demutualize
NRMA Insurance Ltd., Australia's
largest multiline insurer. A decisive
82% of the group's 1.8 million mem-
bers voted in favor of the demutual-
ization of NRMA Insurance. Ernst &

Young, one of NRMA's advisers, has
valued the stock at between $2.57
Australian and $2.91 Australian (be-
tween $1.53 and $1.73) per share,
based on an issue of 1 billion shares.
NRMA Insurance has a 19% share of
the Australian non-life insurance
market. . . .Munich Reinsurance Co. is

acquiring retroactively from Jan. 1,
2000, a 60.13% stake in Alte
Leipziger Europa Beteiligungsge-
sellschaft A.G. from Alte Leipziger
Holding A.G. Bad Homburg-based
AL Europa holds majority stakes in
several insurance companies, mainly
based in Central and Eastern Europe.
Of the 14 companies in which AL Eu-
ropa holds stakes, 12 are based in Es-
tonia, Latvia, Lithuania, Poland,
Russia or Belarus. Munich Re Chief
Executive Officer Hans-Jurgen
Schinzler said the acquisition would
enable the reinsurance company to
profit directly from the development
of the Eastern and Central European
region.

INTERNATIONAL

China WTO entry
stalls after talks

By SARAH VEYSEY

BEIJING-China appears increas-
ingly unlikely to join the World Trade
Organization by year's end after recent
membership talks held between China
and the European Union reached a
stalemate on, among other issues, for-
eign ownership of Chinese financial
services.

The European Union and the Beijing
administration had hoped to forge a
bilateral agreement on China's bid to
join the WTO during the course of a
four-day summit in March. But long-
standing disputes over greater foreign
access to China's financial services in-

dustry and its telecommunications
network are thought by observers to
have been among the key stumbling
blocks in the recent negotiations.

Talks held in February in Beijing be-
tween the trade commissions of the

European Union and of China faltered
when the E.U. delegation insisted that

foreign firms should be allowed up to
51% ownership of Chinese telecommu-
nications firms.

In the March round of talks, also
held in Beijing, the Europeans had
hoped to persuade China's trade min-
ister, Shi Guangsheng, to allow foreign
firms to hold up to 25% of the equity
in Chinese financial services compa-
nies Despite the intervention of E.U.
Trade Minister Pascal Lamy and Chi-
ne.se Prime Minister Zhu Rongji, how-
ever. the talks ended in disappoint-
ment.

Mr. Lamy said that the talks were
"held in a constructive spirit, with
positive movement on both sides re-
sulting in a certain narrowing of dif-
ferences on the outstanding issues un-
der negotiation." But he conceded that
"conclusion of a bilateral agreement
was not possible at this stage."

The Chinese Trade Ministry issued a
statement describing the talks as "pos-

See China on page 18
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Chinese trade officials distributed statements late last

month announcing the failure of talks with E.U. officials
on China's entry into the World Trade Organization.

U.K. businesses advised to get into Act
Human Rights Act may expand obligations for many companies

By CAROLYN ALDRED

LONDON-U.K. risk managers and insur-
ers need to be aware that the European Con-
vention on Human Rights will have an im-
pac: on many business practices and likely
will result in far more litigation, advisers
warn.

The 1950 convention, which over the years
has been adopted in several European Union
countries, takes effect in the United King-
dom on Oct. 2 as the U.K. Human Rights
Act.

"Many companies, private and voluntary
organizations, do not realize that they may
have obligations under the Human Rights
Act 1998. . . .Preparations for these obliga-
tions need to be made now and not left until

after the act comes into force, ' said a state-
ment issued by the Institute for Public Poli-
cy Research, a London-based political think
tank that recently hosted a conference on the
act.

The act "represents a hugely significant

Ni 0-r 7..6,
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constitutional change. As such, it has pro-
found implications for business," said con-
ference speaker Jim Harrower, senior exec-
utive vp of the security services company
Group 4 Securitas (UK) Ltd. Group 4 UK is

The U.K. Human Rights Act
represents 'a hugely significant
constitutional change' and has
'profound implications for
b.,siness,' says Jim Harrower.

based in Broadway, Worcestershire, and is a
subsidiary of Group 4 Securitas (Interna-
tianal) BV of the Hague, Netherlands.

The act incorporates the 1950 European
Canvention on Human Rights into British
law and is "probably the most significant
constitutional change" since the 1689 Bill of

Rights, said government Home Secretary
Jack Straw, who spoke at the IPPC confer-
ence in London late last month. Mr. Straw

was referring to the historic document that
limited the power of the English sovereign.

Under the Human Rights Act, every pub-
lie authority or company with a public func-
tion will have to act in accordance with the
ECHR and can be taken to court if it should

fail to do so. The act-which applies to ev-
eryone, including employees, customers and
the general public-deliberately does not de-
fine "public authority" or "public function"
in detail; and it will be for the courts to in-
terpret the act, according to the government
Home Office.

Examples of companies likely to fall under
the act include privatized utilities, such as
power and water companies; regulatory
bodies and professional associations that
serve in regulatory capacities-this could,
for example, include Lloyd's of London,
which acts as a market regulator; charities;

See Rights on next page

Plane crashes in Philippines
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Rescue workers search through the wreckage of Air Philippines Flight 541,
which crashed in the southern Philippines, killing 131 passengers and crew.

,

DAVAO, Philippines-Air Philippines' insurance is
led by ACE Ltd. and Houston Casualty Co. for liability
and hull claims, respectively, arising from last week's
crash of a jet that killed all on board.

A total of 131 passengers and crew perished after Air
Philippines Flight 541 crashed on a small island in the
Philippines shortly before it was due to land last
Wednesday morning.

Many of the passengers on board the Boeing 737-200
were traveling from Manila to Davao and its surround-
ing resorts for the Easter holiday, an airline spokesman
in Manila said.

All 124 passengers and seven crew died in the crash,
he said.

The cause of the crash, which occurred just before the
plane was to land in Davao, was not immediately ap-
parent, the 5pokesman said.

The cockpit data and voice recorders-the so-called
black boxes-have been found and are being sent to the
National Transportation Safety Board in Washington
for analysis.

Unspecified limits of liability coverage is led by a
unit of ACE in London. Houston Casualty leads insur-
ance for the airline's hull, whose loss has been valued
at $4 million. The airline's coverage was placed by Lon-
don units of Aon Group Inc., the broker confirmed.

-By Gavin Souter
and Dave Lenc/cvs
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INTERNATIONAL

Rights to how it wlll affect them, according Companies should be reviewing of Norton Rose, noted that in 1951 r-ght to a private life and theright to
to the IPPR their Internal pollcies now to see the United Kingdom was among the protection of property may be drrect-

"Organizations that are ignorant of whether they contravene the Human first European states to ratify the ly enfoiceable against regulatory
Continued from previous page the impact of the act are more hkely Rights Act, advised Richard Highley, ECHR Unlike most other European bodies in the insurance industry, as
residential homes, hospitals and to face claims There's no doubt that a partner in the htigation department states, though, the United Kingdom well as against insurers themselves,
schools mformed assessment is better than of the London law firm of Davies did not incorporate the ECHR into Ms Brennan said

Among the nghts included in the the ostnch approach, after all, htiga- Arnold Cooper nationallaw until now Various methods of data collection

act are tion is only good news for lawyers, The act wall have an impact on "This meant that, from 1951 to by insurers for the purposes of as-
• Freedom from inhuman treat- said human rights lawyer Francis many areas of company pohcy, Mr 2000, the only way mdividuals m the sessing insurance nsks, such as ge-

ment Butler, a partner of the London- Highley noted He said that among U K could enforce their rights under netic testing, might also infringe on
• Fair tnals, which can include based law frrm of Richards Butler the areas companies should be re- the convention was by ineurring sig- this nght, she noted

heartngs outside of courtrooms "Ourmembers wall need toconsid- viewing are mflcant costs and a five- to six-year Policyholders, meanwhile, should

• Respect for pnvate and family er each potential sitiation," said • Telephone pollcies Banks, for delay in taking their case to the Eu- check that their publle habllity in-
life ALARM's Mr Fleetwood "This wlll example, monltor all calls, but it may ropean Court of Human Rights in surance covers cases that might anse-

• Freedom of thought, conscience be prudent to put m at least one un- Strasbourg after having first ex- from the Human Rights Act, ap
and rellglon momtored lme for the use of employ- hausted their domestic remedies The lawyer Robin Allen, legal reprelita-

• Protection of property 'Organizations that are ees to avoid infringing their right to act has made the malority of the con- tive on the Home Office Human
• Prohibition of chscnmination pnvacy vention rights drrectly enforceable in Rights Act task force halson group
• Education ignorant of the impact • E-mail policies the U K court," Ms Redy said No responsible body would want

"The imphcations for the pubhc of the act are more • The testing of employees. includ- "Litigation already is a fact of life to breach the Human Rights Act But
sector will involve housing, pollce, ing pohcles for drug testing for many companies Often, they will cases will be brought, and they could

social services, planning, education, likely to face claims,' • The use of closed-circuit televi- apply to the courts for cases against take some time, cost a lot in legal fees
highways, leisure, town center says Francis Butler. slon them to be struck out Article 6 in the and ultimately be unsuccessful So
closed-circuit television systems, and • Pollcies regarding sexual orien- Human Rights Act lS the nght to a lt makes sense to ensure that you are
many other basic local go ernment tation and discnmination fair trial If a litigant's case is struck msured to cover this sort of eventual-
functions," according to David Fleet- • Policies regarding freedom of out, he can use a breach of the act as ity." he said
wood, chairman of the Assn of Local involve an extension of the risk as- expression, such as corporate dress a ground for an appeal Judges unll According to Mr Allen, compames
Authority Risk Managers, the na- sessment techniques already in use codes be wary of striking out cases if they also should

tional forum for rlsk management tri across the risk management spec- The act could have impheations for believe an appeal on this ground may • Start modifying practice to con-

the pubhc sector trum and, as such, we are already current risk management practices be brought," Mr Highley said form to the act "You are hkely to

"All major companies will have to considermg the imphcations as far as For example, how a company inves- "It already iS having an effect find, m the future, that performance
work very hard to make sure they training and education are con- tlgates mternal fraud, a major area of There have been a run of recent cases indicators and best-value assess-
don't fall foul of the act," said David cerned " business loss, may have to change m m which courts have refused to strike ments w111 expect human rights stan-
Gamble, executive director of the "We need to ensure that the culture light of the legislation, accorcing to out claims I am convinced that dards to be applied," he noted
Assn of Insurance & Risk Managers, of rlsk management is embedded Mr Highley judges now have the Human Rights • Begin training staff to under-

known as AIRMIC within our members' authorities to The nght to privacy will mean Act at the back of their minds," ne stand what the Human Rights Act
"Risk managers should be aware of the point that a proper nsk assess- companies w111 have to take great said means

the act and be able to advise hne ment is undertaken before any deci- care in uslng covert mvestigation It is hkely that habilities wlll arise • Audit their organizations' un-

managers m the risk management mon is taken which might involve the practices, such as taprng telephone rn many areas, from employment to dertaklngs to see where human rights
techniques and methodologies" to rights of the individual under this conversations and using closed-cir- environmental practices, accordmg might be affected and put strategies
manage the nsk, said Reading-based act," he said cult television momtonng m tracking to Ms Brennan m place

Brian Shaw, a principal m Wilhs Lloyd's of London under'wnter lan down fraud, he said Although many companies do not "It could be bad for bumness to lose

Business Risk Practice, a unit of West, who specializes m employment "The monitormg of telephone calls, regard themselves at risk, the courts a human rights case," said Mr Allen,
W11lls Group Ltd practices hability insurance, agreed electronic mail or surveillance such will decide what type of companies but "courts are hkely to be much

But according to research conduct- that the act wlll affect employment as by CCIV could amount to a viola- perform a sufficiently publle func- more sympathetic if you already have
ed by the IPPR, many organizations, rights tion of (the right to prwacy), unless it tion to make them accountable zor a human rights policy Perhaps even
meludlng prlvately run schools, hos- "The Human Rights Act is one of is necessary and for legitimate rea- the working practices that infringe more importantly, the press are less
pitals and prisons, still are unpre- several legislative developments sons," agreed Mena Brennan, a senior the act, she noted hkely to make a meal of it"

pared for the act Most have never which wlll impact employment mat- lawyer with she London-based inter- According to Ms Brennan, the act In the long term, enactment of the

heard of the act or know when lt ters," said Mr West, professional and nationallaw firm of Norton Rose wtll undoubtedly result m more ha- ECHR into national legislation will
comes into force, and of those who financial nsks underwnter for syndl- The act also w111 encourage in- bility claims "create greater certainty for multi-

have heard of the act, most have not cate 702, which is managed by R E creased litigation in the United King- Meanwhile, insurers w11 feel :he national companies, as the same

done any land of risk assessment as Brown Underwnting Ltd dom, experts predict effect of the act on several fronts, m- policies can be apphed throughout
Fiona Reilly, a lawyer with the cluding increased claims, she noted Europe," noted AIRMIC's Mr

London-based mternationallaw firm The right to a fair hearing, the Gamble

Products & Services Guide Firm locks on to rights plan
To place yout id, contact Iiais Amleshi BROADWAY, England-One prison management and immigra- rights of prisoners are restricted,

Phone: (312) 649-5340 Fax: (312) 649-7937 company well under way in its tion services, are highly sensitive Group 4 is taking action to
preparations for Oct 2 implemen- areas of public policy Human • Review its policies and proce-

E-Mail: iamleshi@crain.com tation of the U K Human Rights rights are fundamental to the dures
Act is the security services quality of these and other ser- • Consult employees, trade
provider Group 4 Securitas (UK) vices," Jim Harrower, senior exec- unions and the wider community

'- Ltd utive vp, told delegates at a recent for input regarding those policies,

C PC U® CIC and IIA O'BRIEN & HENNESSY
SUBROGATION NATIONWIDE

Group 4, which is based in conference on the Human Rights procedures and practices
candidates Broadway, Worcestershire, is a Act organized by the Institute of • Establish systems to prevent

I guartntee you'lltesm mqm.[n less time with http.//www.subrogation.net subsidiary of the Dutch security Public Pohcy Research in London the institutional abuse of human
The Burnhationcy back' Telephone: 1400-675-9808 firm Group 4 Securitas (Interna- We are making sure that our rights

ask for attorney Hennessy or Walker
19 Evere«Nommmi*11550 or fax 1-877-SUB-ATI'Y for information. tional) BV Group 4 provides human rights program is integral • Create a human rights policy,

Call 1-8§8-BURHAM Now! John J. O'Brien, JD, CLU, CPCU prison management and prisoner to our corporate strategy and :hat with detailed procedural guide-
- escort services and handles other such concerns are central to our lines

les Easy To MAKE AN IMPACT!
security operations thinking," according to Mr Har- • Distribute a detailed human

"Public-sector functions such as rower rights manual, copies of which are
Advertise in the Products & Services Guide prison escort services, private "Central to our human rights available in Braille

Call 312.649.5340 program is recognizing the poten- • Devise and implement train-
tial for institutional discrimination ing and development programs for

PLACE YOUR AD!
and tackling it whenever and all levels in the organization

ADVERTISER wherever it occurs No organiza- • Create plans to ensure correc-
tion or institution can afford to be tive actions are taken, with perfor-

in Upcoming Issues INDEX
inactive or remain complacent, mance indicators and benchmarks
since few, if any, are immune " he used to measure performance
said • Maintain a clear management

Group 4's human nghts program structui e to review progress, to be
May 1 - Captives/Risk Manager of the Year, Directory - Captive Managers Issue of April 24 is "unequivocally and visibly sup- overseen by a corporate citizen

Bonus Distribution - Risk & Insurance Management Society ADVERTISER PAGE # ported by our chairman," Mr Har- task force, with clear managerial
Closes April 25 ASA, Inc 4 rower noted structures of accountability and

May 8 - RIMS REPORT: Employee Benefits & Workers Comp AXA Nordstern Art Insurance 9 "Our aim is to create a positive responsibility built into it
culture-one which rewards best • Carry out human rights audits

Bonus Distribution - American Association of Managing General Agents Burnham Systems 16
practice and changes poor (prac- using a specially designed audit

Closes May 2
Business Insurance 17,19,20 tices) We are examining our re- tool kit, with checklists and sys-

May 15 - RIMS REPORT/Risk Management
Carvill America Inc 12 cruitment, promotion and ap- tems for recording and monitoring
ChannelPoint, Inc 7

Closes May 9
praisal systems We will reward human rights issues throughout

CNA Corr 6 best practice, and we will make it the organization
Dotrisk Limited 10/11 clear that those who knowingly • Appoint audit managers for
Fringe Benefits Management 12 tolerate or manifest bad practice each operating company within

CALL NOW! (312)649-5340 Business O'Brien & Hennessy 16 will be called to account," he ex- the group and working with exter-
FAX YOUR AD! (312)649-7937
E-MAIL! Insurnce Reliance National 24/BC plained nal advisers and independent veri-

iamleshi@crain.com Zuitch US/E&C 5 Although it 15 in the nature of hers
prison confinement that some -By Carolyn Aldred
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INTERNATIONAL

China The delegation also requested that foreign to operate as soon as possible in this market
insurers be allowed to hold up to 25% of the as a direct insurer, on the other hand, we
equity of Chinese insurers Currently regu- will continue to develop our long-term co-

.Business 1
Cont:nued from page 15 lations limit foreign equity holding to 5% operation with local insurers," he said
itive, constructive and fruitful " The state- Meanwhile, Groupama-GAN SA, During the French delegation's visit to

Insurance®
ment added that "both sides hope to reach France's second-largest multiline insurer, China, Mr Delas spoke at a liability insur-

• EVENTS •
agreement as soon as possible, and the nego- has applied for a property/casualty hcense ance conference and stressed that the shar-
tiations will continue in the future " in China The group's application was filed mg of information would continue to form

Mr Lamy iS now in talks with the govern- shortly after Bernard Delas, Groupama- pan of Groupama's strategy in China Tenth World Captive and
ments of E U member countries and the Eu- GAN's chief executive officer and a member "As a leader in the industry, we are vety Alternative Risk Financing
ropean Parliament to try to decide how to of the French delegation, returned from Chi- pleased to provide insurance practitioners in
approach a fresh round of negotiations with na China with Industry knowledge and know- Forum

China expected to begin within how through an ongoing educa-
Co-sponsored by Business /nsurance,the next few months tional and exchange program

Before the March round of tailor-designed for the indus- Skandia/SINSER and Tillinghast-,,0**'

talks, a delegation of French in- 'We want to make sure that if a U.S. insurance try," he said Towers Pemn, this event addresses tt,e--
surers traveled to China to dis- Only one French insurer, use of captive insurance companies and
cuss opportunities for European COrnpany gets a nev license, a European AXA SA, currently has a li- other alternative nsk financing programs
insurers At the end of those company gets one, too,' says Denis Kessler of the

cense to do business in China In
Sessions dunng this three-day

talks, the head of the delega- July, Paris-based AXA entered
conference address topics such astion, Denis Kessler, president of Federation Francaise des Societes d'Assurances. into a Joint venture agreement

the Federation Francaise des with the state-owned, Beijing- new nsk financing alternatives,

Societes d'Assurances, said he based China National Metals & reinsurance, aggregate stop loss and
was confident a solution could Minerals Import & Export fimte coverages, tax issues. rent-a-
be reached between Beijing and Corp, known as Minmetals captives, investments and case studies
the European Union Groupama-GAN has been present in Chi-- CNP Assurances of Paris has also applied The 2000 forum will be held

The French delegation met with the may- na since 1994, when Groupe des Assurances for a license Both Paris-based credit insur-
ors of Beijing and Shanghai and the vp of Nationales opened a representative office in er Coface S A and Paris-based broker Gras

Nov 13-15 m Miami

the China Insurance Regulatory Commis- Beijing Mutual insurer Groupama acquired Savoye, which were also part of the FFSA Fordetatls on registration or exhibits,
sion GAN, which had been owned by the French delegation, have expressed interest in enter- please contact

The French delegation told Chinese offi- government, in 1998 ing China
cials that they would like to see as many in- "With China's forthcoming membership in In March, Paris-based reinsurer SCOR Tina Gassman, Executive Director
surance licenses awarded to European in- the World Trade Organization, we believe S A opened a representative office in China World Captive Forum
surers as to U S companies Currently, of the opening up of the insurance market in SCOR CEO Jacques Blondeau said, "We 4248 Park Glen Rd
the 14 foreign insurance licenses that have China will set a favorable backdrop for are delighted to have been authorized by the

Minneapolis, MN 55416been granted, nine are held by U S insurers Groupama's continuous effort for coopera- China Insurance Regulatory Commission to
"We want to make sure that if aUS in- tion with the Chinese insurance market," open an office in Beijing .t will enable our Phone 612-928-4659

surance company gets a new license, a Euro- Mr Delas said teams to respond faster tc the needs of the Fax 612-929-1318

pean company will get one, too," said Mr "Our development strategy in China Chinese market and provide our clients with tgassman@hamngtoncompany com
Kessler hinges on two axes on one hand, we intend an improved quality of service "

.
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REQUEST FOR INFORMATION Agency Sales Manager UNITED STATES BANKRUPTCY COURT UNITED STATES BANKRUPTCY COURT Highly productive Life Insurance

STATE BOARD OF ADMINISTRATION SOUTHERN DISTRICT OF NEW YORK
SOUTHERN DISTRICT OF NEW YORK

professional seeks PNC Broker Affiliation
OF FLORIDA

Rapidly expanding MGA seeks high-
energy sales manager with proven success IN RE PETITION OF DAN YORAM SCHWARZMANN AND IN THE PETITION OF COLIN GRAHAM to do life and group insurance and

The State Board of Administration (SBA) is In building a business-to-business sales COLIN GRAHAM EIRC, AS JOINT PROVISIONAL UQUIDATORS OF BIRD AND PAUL ANTHONY BREPETON pension sales

soliciting competitive responses from team Ths candidate will report directly to BLACK SEA AND BALTIC GENERAL INSURANCE COMPANY LIMITED,
EVANS, AS JOINT PROVISIONAL New York State Queens, Nassau & Suffolk

firms offering reinsurance intermediary the President and have full profit and loss UQUIDATORS OF NORTH ATLANTIC Counties only
services to the Florida Hurricane responsibility Will expand point of sale CASE NO 98-8-46759 (CB) INSURANCE COMPANY LIMITED, F/1(/A

Catastrophe Fund (FHCF) The Request For program to realty and financial services BRITISH NATIONAL UFE INSURANCE Please respond to Business Insurance, 803
NOTICE IS HEREBY GIVEN THAT ON APRIL 12, 2000, THE BANKRUPTCY COURT ENTERED AN SOCIETY LIMITED AND BRmSH 3127, 740 N Rush Street, Chicago, IL

Information (RFI) will be available by partners Will develop and manage
9 a m EST on April 25,2000, and may be statewide and multi-state rollout ORDER (THE 'ORDER') CONTINUING THE PRELIMINARY INJUNCTION ORDER PURSUANT T011 NATK)NALINSURANCECOMPANY LMITER 60611 2590
obtained from the FHCF web site Excellent compensation package with USC § 304 ORIGINALLY ENTERED IN THIS CASE ON OCTOBER 5.1998 THE ORDER SHALL Case No 97 8-41602 (IHG)
http//www fsbastate.flus/fhcf/(under quarterly bonus program Comprehensive REMAIN IN EFFECT PENDING A HEARING TO CONSIDER WHETHER IT SHALL BE CONTINUED, NOTICE IS HEREBY GIVEN thatAnnouncements) The deadline for benefits package Please fax resume with WHICH HEARING IS SCHEDULE) TO BE HELD ON SEPTEMBER 13,2000 AT 2 00 P M (THE on Apnt 12,2000, the Bankruptcy Court ' mER#L"*#11*
submi tting responses ts 4pm EST on May salary requirements to (850)894-1830 "RETURN DATE') BEFORE THE HONORABLE CORNELIUS BLACKSHEAR, IN ROOM 601 OF THE entered an order (the Order") continuing
15,2000 Attention Stephen Tanner the Preliminary Injunction Oder pursuant toALEXANDER HAMILTON CUSTOM HOUSE, ONE BOWLING GREEN, NEW YORK, NEW YORK ALL 11 USC §§ 105 and 304(b) originally

Im!peazil® liLRM}%!lital.RD PAPERS SUBMITTED FOR THE PURPOSE OF OPPOSING CONTINUATION OF THE ORDER AFTER entered in this case on Apri' 7,1997 The Franchised Auto Dealer Program
THE RETURN DATE SHALL BE FILED WITH THE COURT, WITH A COPY TO THE CHAMBERS OF Order shall remain in effect pending i hear-

ing scheduled for October 10, 2006 at 9 30
Edward E. Hall & Co

THE HONORABLE CORNELIUS BLACKSHEAR AND SERVED ON COUNSEL FOR THE PETITIONERS
a m before the Honorable Jeffry H Gallet In

established 1866

Risk Pool Manager DISABILITY MANAGEMENT SPECIALIST LISTED BELOW, SO AS TC BE REC EIVED AT LEAST FOLRTEEN (14) DAYS PRIOR TO THE Room 523 in the Alexander Hamilton Rapidly growing MGA seeks New Car
NH School Boards Insurance Trust is $2.998 - $3.654 Monthly RETURN DATE ANY PERSON WISHING TO OBTAIN A COPY OF THE ORDER SHOULD CONTACT Custom House, One Bowling Green, New Auto Dealer Producers

seeking an Executive Director to manage Tulare County, California COUNSEL TO THE PETITIONERS York, New York Any person wishing to Must have current book and expertise m
obtain a copy of the Order should contact

all operations for statewide public school Centrally located in California and home thus area
Cl-ADBOURNE & PARKE LLP Lon Dillon (212) 504-6480

pool providing full risk management to Sequoia National Park, Tulare County MGA will write all lines needed for Auto

services to members Require dedicated offers a quality lifestyle and affordable ATTORNEYS FOR THE PETITIONERS CADWALADER, WICKERSHAM & TAFT Dealer clients

team leader, with strong commitment to living The County's Risk Management 30 ROCKEFELLER PLAZA 100 Maiden Lane A+ rated camers used In this shrinking

public education, and demonstrated Division is seeking candidates for a new NEW YORK, NEW YORK 10112
New York, New York 10038 marketplace

creativity and ability to manage change position that will assist in administering
Tel (212) 504 6000

(2.2)408-5100 Fax (212) 504-6666
Available in majority of states

Requirements include BA, extensive and coordinating the County Return to ATTN HOWARD SEIFE, ESQ Attention Kenneth P Coleman, Esq Please call (212)227-5472
technical risk management knowledge, Work and Disability Management FRANCISCO VAZCUEZ, ESQ Stephen Doody, Esq Contacts: Michael Heagerly,
excellent verbal and writing skills, and Program Requirements include two years Joe Gerrity
least 5-8 years pool management of college level work in business, public
experience CPCU or ARM desirable To administration or risk management, and
request application and job description, two years experience in Insurance claims The most talented men and women in the insurance industry know
send resume and letter of interest to determination or certified insurance Looking for a where to turn when they want to make their moves.
NHSBIT Board Chair by mail to 46 Bay St, rehabilitation Applications accepted .

Manchester, NH 03104, by FAX to (603) continuously until filled Contact Tulare
623-7176, by e-mail to edp@nhsb,t. org County Personnel, 2900 W Burrel Ave, candidate to fill the job?

Advertise in Business insu.unca

Call 312-649-5340 lor Advertising details
Applications due by june 15 Visalia, CA 93291, (559) 773-6266

www.businessinsurance.com
For all the latest,n Corporate Risk, Employee Benefit and Managed Health Care News, visit Bl online for a host of in-depth news and services that include Updates, Datebook, Classifieds, and more.

New York: Tel 212-210-0134 • Fax. 212-210-0704 • Chicago: Tel 312-649-5276 • Fax 312-649-7937 • Los Angeles: Tel 323-651-3710 • Fax 323-655-8157
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RIMS 2000 S A

There's a gold mine of opportunity awaiting
you in the pages of Business Insurance, where

136,000* corporate decision-makers will turn
for a post-conference appraisal of the Risk &
Insurance Managernent Society's 38th annual
conference and exhibition, held in San Francisco.

From the latest trends and developments

to the most important issues and presentations,
B/'s RIMS Reports will convey every nugget
of information from this year's conference in
the Golden State. Your ad in these issues

will be seen by all the risk and benefits

managers, CEOs, CFOs and buyers of
insurance, reinsurance, risk management,
workers comp and healthcare products and
services who want to stay on top of what's
happening in risk rrianagement, employee
benefits and workers comp.

j

25

U

N FRANCISCO

T you want to sec-tre your good folune, 8/'s
RIMS Reports are full of golden opoortunities,
and they're waiting for you at the end of this
year's conference Reserve your ad space in
Business Insurance today.

* Includes pass-along readership
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RIMS REPORT:

EMPLOYEE BENEFITS & WORKERS COMP
Distribution: AAMGA

Publishing. May 8 · Ad Closing: April 26

RIIVIS REPORT:
RISK MANAGEMENT
Publishing: May 15·Ad Closing: May 3

Business
insurance®
www.businessinsurance.com

New York Chicago Los Angeles
C

212-210-0134 312-649-5276 323-651-3710



Commentary
Outlook and insurers that can provide better companies, however, will continue to

Information on the nsks they cover see rate increases of up to 25% or

Everything a broker are more likely to receive lower rates, more, Mr Anderson predicted
Continued from page 2 lowenng pressure, m turn, to Increase
a flrming remsurance market, he said their pnmary rates, Mr Howe sald

Aviation

should want to hear Brokers that deal with different sec-
Global casualty General aviation rates stablhzed m

tors of the market detailed recent re- the fourth quarter of 1999, as under-
newal rates and their expectabons for The first three quarters of 1999 saw wnters faced dechning profits due to

What do nsk managens really want from their brokers? future pncing m their areas a continuation of the soft market for increased reparr costs, said Robert

The now-defunct Quality Insurance Congress tned to answer Global property global casualty nsks, said George Pal- Beyers, senior vp at Marsh m New
hs, a senior vp at Marsh m New York Yorkthat quesbon with the development of the controversial Quallty The soft market for property rates "During the fourth quarter, there Capacity remains abundant, how-

Scorecard We won't have a scorecard this year, but, thankfully, contlnued m the fimt half of 1999, said was a market shrft wlth upward ad- ever, and even though four rnsurers
the Risk & Insurance Management Society will issue one next year Robert Howe, a managrng director for justments of up to 10%," he said control 70% of the market's capacity,

In the meantime, a new paper wntten by a nsk management Marsh m New York There was no reduction m capacity, aviation remains competitive, he said
14@de answer's the question m greater depth and with more analy- For the flrstsix months of last year, however, and people bought addition- Liability limits of $500 milhon and

. than any scorecard could In fact, it is the best commentary on reductions of between 5% and 20% al excess hmits, Mr Psil,q said hull hmits of up to $50 milhon are

the subject I have read or heard of m the 23 years I have been cov- were being granted on most property In the first quarter of 2000, re- readily available, Mr Beyers said
enng nsk management and insurance brokers accounts, he noted newals have been flat or have seen Increases m 2000 should be limited

Wilham J Kelly, managmg director of J P Morgan and a former On July 1, however, insurers were single-digit mernases, he said to 5% to 10% for most corporate avt-
forced to pay mcreased premiums for

president of RIMS, wrote his paper, "Everythmg I Ever Wanted to According to a survey of Marsh ation nsks, Mr Beyers said
reinsurance coverage, and they start- clients m the New York area, 11% And those nsks that insure their

Say to an Insurance Broker," m response to an Invitation to ad- ed to impose some rate increases on paid increases of 10% or more in the P/C risks with their aviation insurers
dress the Wilbs Exceptional Producers' Meetrng, held earherthls primary accounts with higher-than- first quarter, and 38% paid increases may not see any increases, because
month m Tucson, Anz He was told he could "say whatever I've al- average losses, Mr Howe said of less than 10% the Insurers are eager to retam all of
ways wanted to say to Insurance brokers More pressure on insurers to raise For 2000, pollcyholders w111 hkely the business, he said

I didn't attend the meet]ng, but Bill sent me a copy of his re- rates arose m early 2000, when it be- find it hard to obtain guaranteed-cost Ocean marine
marks, and I couldn't put it down Hts 10 demands are proactive came clear that worldwide property programs, and multiyear contracts,

and provocative, yet thoroughly practical catastrophe losses would total $28 bil- when available, w]11 require undis- Ocean marine nsks enloyed rate re-
hon for 1999, he said counted, prepaid premiums, he said ductions of 5% to 30% in 1999, whileBill's top demand of an insurance broker is that his account

Due to consohdation, "the numbermanager have «a thorough knowledge of the resources of the bro- 0&0 liability many loss ratios were above 100%,
of reinsurers that these claims affect is minimal underwntlng informationkerage flrin" Commenting that "the major brokerage firms all gettmg smaller and smaller," Mr The directors and officers habihty was demanded and multiyear pro-

have excellent capabillties," Bill remmded the group that he needs Howe said Remsurers imposed sig- market was mainly flat in the fourth grams were readily available, said
.

someone who 1cnows where they are and can gain immediate ac- mficant Increases In January, and in- quarter of 1999, but some small in- Robert Stearns, senior vp at Marsh in
cess to them " creases of 20% should be common for creases appeared in the first quarter New York Due to years of soft pile-

Bill observed that gaming access to needed remsurance renewals for the remam- of 2000, said Steve Anderson, vice ing, 1999 premiums were only about
resources can be dicult due to "any cultur- der of 2000, he said chairman of FINPRO, Marsh's man- 60% or less of those in 1994, he noted

al, polltical, geographic or compensation is- "Some msurers 14411 have to raise agement hability unit in New York "But over the past six weeks, we've
rates significantly to cover the treaty Technology companies and health seen a firming," Mr Stearns saidsue" that can east at a brokerage firm "But

if these resources are not immediately costs," Mr Howe said Other Insurers care companies, however, saw bigger Risks have been renewmg flat, and
wall decide to retain more of the nsks increases, he said Both sectors saw those accounts with high losses haveavailable to me, then they might as well not

east "
they cover, and that w111 make their 15% to 25% increases in the first beenreviewed m detall, hesaid
underwntmg more conservative, he quarter, as underwnters became more We've actually spotted underwnt-

"The expertise of its specialists" is B11's said "Most clients mllsee 5% to 20% wary ofthevolatiltty of stock prices m ers underwribng m the market
second demand of a brokerage fum, and he mcreases, dependmg on their loss his- those mdustnes, Mr Anderson said agaln," he quipped
doesn't mean Just "knowledge of available tory," Mr Howe said The size of D&0 claims and settle- For the remainder of 2000, average
markets but 1mowledge of the coverage itself, In the first quarter of 2000,35% of ments has contmued to grow over the accounts should see rate Increases of
its nuances and histoncal development " Marsh chents m the New York area past year, hesaid In 1999,240 D&O 10% orless, and accounts with high-
Such expertise allows "Interaction among , paid increases of 10% or more claims were filed m federal courts, er losses wnll hkely see mcreases of

the broker, nsk manager and the underwnter," creating "a synergy Pohcyholders that wish to curb rate and the number of claims of more 10% or more, Mr Stearns said
mcreases should submit more-de- than $100 milhon mcreased, he said Reinsurance rates are going up sig-wherem their combined work product is better than that which tailed mformation to insurers, he said In general, fortherestof 2000, D&O mficantly more, he noted At July 1,any one of them could have achieved" Increasingly, reinsurers depend on rates will be flat or w11 nse shghtly, remsurance rate Increases of about

Notmg that he was speakmg from the perspective of someone at computer models to determme rates, he said Technology and health care 25% are expected, he said
a large global frm, Bill said he needs not only a broker with a
global network but one that also has "a global identity, with prod-
ucts and services dehvered consistently and in a seamless manner ACORD, the Pearl River, N Y -based consohdation of msurance companies
throughout the world " And skip the domestic vs international Standards non-profit standards developer for fi- and TPAs "has not produced better
teams, he advised, though he phrased it more polltely than that nancial services, that have expenence databases and (rlsk management ln-

Bill also wants a broker that can syndicate his nsks globally
Contnued from page l m creatmg standardized formats formation systems) Perhaps worse
related to converting the information, While no specific format has been Standardization is a step in the right"Communication that is concise, well edited and without boiler
the time needed to complete the con- selected, RIMS 15 looking closely at dir'echon The banks are able to do it "plate" is Bill's No 5 demand "The broker's proposal wlll be judged versions, and the potential for loss of one known as "extensible markup In Washington, RIMS was repre-

not by the color of its graphics but, rather, by the character of its data m the process, Mr Mandel said language," or XML XML is similar to sented at a White House meeting that
content," he advised Dioiculties sometimes arise be- hypertext markup language, or marked the start of the Clinton ad-

"Timeliness or a sense of urgency" is Bill's next request "There is cause insurers, TPAs and nsk man- HTML, which is widely used for In- ministration's efforts to encourage
a lack of a sense of urgency in our business, which is not conslstent agers have different formats for temet sites improved information secunty

with the pace at which global commerce is currently conducted," claims and loss data An employer "That's the one we're getting more The meeting, hosted by the Alta-
he observes "This is futher aggravated by the consistently late that uses several insurers or more behind," Mr Mandel said of XML monte Springs, Fla -based Institute of

adoption of new technology within the insurance sector " than one TPA may find that its part- But Lance Ewing, chairman of Internal Auditors, drew about 120
ners use mcompatible data formats RIMS' external affairs team, said participants Speakers from the U SCommg m way down at No 7-but sbll very important-ls the

Risk managers also have expressed XML "could be construed as a dou- government, technology compamesbroker's "negotlatmg leverage, clout." Bill advises brokers to re- concerns that msurers are reluctant to ble-edged sword It has most of the and other organizations stressed the
member to exercise such leverage not only m negotlatlng contracts standardize data because they want to things nsk managers want, but there need to protect computerized mfor-
but also in negotiating claims keep systems propnetary are questions on how it would apply mahon from unauthorized use

At No 8, Bul wants a broker that Mll pnce its service based on a But though that possibility was across the board, or globally Before Ms Meltzer called the meeting "a
negotiated service level agreement, "with clear mcentives and raised at the summit, it no longer ap- most nsk managers put their stamp of call to action" to address the issue of
penalties," somethmg the mdustry has yet to do pears hkely, said Meredith Randall, approval on it, they have some ques- Information secunty

"Knowledge by the broker of my flrm's bumness" comes m at No Atlanta-based director of product tions," he said Andy Steggles, who is RIMS' direc-
management for Risk Sciences Group Mr Ewing, who is dinctor of insur- tor of information systems and who9 "I have found it much eamer m recent years to discuss new prod-

uct concepts with mdividuals, particularly remsurance underwnt-
Inc ance and loss prevention at GES Ex- attended the meeting with Ms

ers, who have been hind from management consultmg and bank- "I think that may be a notion that position Services m Las Vegas, said Meltzer, said the theme that was ham-
has had its time," Ms Randall said that any standard w111 need to be flex- mered home was the "broad responsi-

ing backgrounds.
While some Insurers and others may ible, able to "allow those exceptions-- bility to make sure orgamzations and

The fmal category is "claims," Bill says, pomtmg out that"a sen- resist the development of a standard or curveballs, if you wall-that are companies have the right security
ous claim is the one circumstance m which the insured's senior for competitive reasons, others reahze continually thrown to nsk managers " around theirmformation" There was
management really takes note of msurance and assesses its value " that they provide a more valuable ser- RIL\<IS demonstrated ltS members' a lot of discussion, he said, about the
Yet he notes, "when the reservabon-of-nghts letter is received, the vice by giving their chents informa- concerns regarding data standardiza- "nsk management surrounding mfor-
broker Mll advise the msured to get a lawyer. Adxmttedly, this is bon that is easy to use, she said tion m the form of a recent survey mahon secunty

ultimately necessary, but I am always surpnsed at the speed with Approximately 25 representatives Responses from 227 members indi- The meeting kicked off a senesof

which the broker dmengages m a D&0 claim situation " from RIMS, insurance companies, cated the importance they placed on regional conferences that wlll begin

This is only a bnef recap of Bill's remarks, in which he also com- TPAs, technology vendors and other several matters For example, 115 May 15 m Dallas Other conferences
business partners attended the meet- members considered it critically im- are scheduled for June 27 in Atlanta,mented on the future challenge of addressmg operatmg nsk ing in Chicago New York-based portant to have standard definitions July 11 m Chicago, August 12 in San

I recommend that nsk managers, brokers and Insurers read the Rn\(IS has created a data standards of "paid," "reserve" and "total m- Francisco and Sept 19 m New York
full text of Bill's paper It is posted on the Web page of the Intema- task force subcommittee of its tech- curred" claim amounts The Institute of Internal Auditors
tional Federation of Risk & Insurance Management, of which Bill nology advisory counc and has The survey also included anony- has accepted an offer by RIMS to as-
15 chairman, at www rlms org/lfrlma joined with the University of Geor- mous comments from respondents sist rn the regional conferences

gia's science and risk management de- One comment read, "The insurance "We're really excited," Ms Meltzer
Publisher and Ed:tonal Director Kathlyn J Mcintyre's commentaly partments to explore the development company or TPA records appear to said, explmning that representatives

of standards have been created for their own use, from the society wlll attend the meet-appears fortmghtly She can be reached at kmcmtyre@crain com
The society says its next step is to rather than the customers they serve" 1ngs and offer nsk management ex-

talk with other organizations, such as Another RIL\(IS member wrote that pertlse on mformation security 51
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Frontier B wlll not make it as dificult for ready bad enough Last September, Updates
Frontier to attract business as would Frontier had to boost reserves for

a downgrade to B from A-, the mim- medical malpractice, general habill- Enhance denies suit charges
Continued from page 1 mum rating required by many poh- ty and auto claims by $136 million

Still on the block is the company's cyholders, said Karen Horvath, an This followed a $155 millon reserve Continued from page 2
surety division, which generated A M Best vp m Oldwick, N J charge taken in late 1998 In its statement, an Enhance spokesman says, "The theory of
$964 million-r 16 9%-of Fron- The downgrade, however, "really In addition, Frontier last year is- damage underlying Creditrus:'s lawsuit is strained and ridicu-
tier's $570 9 million in earned premi- Increases the urgency and need for sued performance and payment sure- lous " The statement also says the companies had no knowledge of
Lims last year them to sell assets to reduce debt and ty bonds covering three entertain- the posting activities described in the complaint "and that any

A Frontier official declmed to rebuild capital," Ms Horvath said ment events, including a 'Celebrate such activity would have been unauthorized and against company
eomment on speculation that the "It's really taken them klnd of a 2000" New Year's Eve party sched- pollcy "
company wlll soon put United Capi- long time to get this golng," added uled for the Jacob Javits Convention The companies said that it would have been against their own
tol Insurance Co, one of its best-per- Michael Dion, a research analyst Center m New York None of the interests as a Creditrust insurer to damage the company They also
forming units, up for sale with Hoefer & Arnett rn San Fran- three events came off as planned, and denied Creditrust's charge that they were involved in a scheme to

"We are looking to sell certain cisco Frontier now faces $38 5 milhon in hurt the company to help its own debt collection affiliate, Sher-
properties," Executive Vp Richard Along with speeding up asset sales, claims under the bonds The insurer man Financial Group
Seyffarth said when asked about Frontier must start generating prof- has denied liability under two of the
lImited Capitol itable business, he said While the as- three bonds and has filed declarato- IRB Brazil auction postponed '-

The asset sales are part of a re- set sales wlll help, "they really need ry judgment actions, its 10-K reports
structuring plan that also includes to turn around the core operations as Another of the 10-K's unpleasant RIO DE JANEIRO, Brazil-The Brazilian government's planned

• Underwriting changes, includ- well," Mr Dion said "If they keep disclosures was Frontier Insurance April 25 auction of a 45% stake in reinsurer IRB Brasil Resseguros
ing efforts to shed busmess that falls reporting large operating losses and Co 's failure to meet minimum NAIC S A has been postponed after auditors questioned the planned
outside Frontier's core specialty reserve increases, it's not going to risk-based capital standards, which minimum bid of 502 million reals ($282 7 million)
property/casualty lines happen " measure capital adequacy in relation The auditors from a Brazilian accountancy court, which con-

The Insurer has also responded to to the nskiness of an insurer's book ducts audits of all government-owned institutions, were carrying
its ratmg downgrades by arranging of business According to the filing, out their annual review of IRB when they determined that the
fronting and cut-through deals with While the asset sales will Frontier Insurance's risk-based capi- asking price was not appropriate, said Jose Almeida, general co-
Clarendon Insurance Group and tal at the end of last year placed it at ordinator for reinsurance at SUSEP, the Brazilian regulator He
NAC Re Corp to support Frontier help, 'they really need the "authonzed control level," which did not have further details

with policyholders who require A- to turn around the core gives a state insurance department The minimum bid for the IRB has been altered twice in the past
rated insurers The arrangements m- authonty "to take whatever regula- month The original price of 519 3 million reals ($292 5 million)
crease Frontier's costs but give it a operations as well,' says tory actions it considersnecessary to was first lowered to 482 6 million reals ($271 8 million) and then
chance to retain business it would Michael Dion. protect the best interest of the polley- increased again to 502 milhon reals ($282 7 million) last week The
otherwise lose holders " change in price was attributed to varying calculations regarding

• Closing small, non-core opera- These actions could include re- the amount of tax the IRB owed

tions, including several remsurance, stricting the msurer's operations or A new auction date has not yet been set, Mr Almeida said
program and underwnting manage- Whether Frontier w111 be able to placing it in rehabilltation or hqul-
ment unlts attract and retain profitable business dation, the 10-K notes Briefly noted

• Cutting expenses, Including cut- m the wake of recent bad news re- New York regulators, however, ap-
backs m staff, travel and other ex- mains to be seen, he observed ply their own capital adequacy stan- The Hartford Financial Services Group Inc has appointed
penses "They can only do so much in or- dards rather than follow the NAIC David K. Zwiener president and chief operating officer of The

"While the company understands der to survive, and there comes a guidelines and New Yoik examiners Hartford's worldwide property/casualty operations Mr Zwiener
the concerns of Ernst & Young re- point where 11 becomes tough for are still assessing Fron:ier's risk- will retain his current position of executive vp and chief financial
gardmg our financial position, man- them to write good business," MI based capital under the state's own officer of The Hartford until a successor is found Daniel T.

agement beheves the plan will ad- Dion said formulas, an Insurance Department Cox, chairman and chief executive officer of Aon Consulting
dress these concerns and support Frontier's 1999 10-K filing re- spokeswoman said Worldwide in Chicago, has left Aon to pursue other interests Don
Frontier's ongoing viability," Fron- vealed more about what the Insurer While other states that follow the Ingram, chairman of Aon Consulting of the Americas, is assuming
tiei Chairman Jerry E Goldress said is up against than some analysts NAIC guidellnes could act to restrict Mr Cox's title and responsibilities In 1999, Aon Consulting
m a statement regarding the audl- were expecting Frontier-for example, by issumg ranked as the sixth-largest benefit consulting firm in the world,
tor's "golng concern" disclaimer For one thing, the fillng reported cease and desist orders oamng un- with $576 million in gross benefit consulting revenues Craw-

President Mark H Mishler reacted that Frontier's 1999 net loss would derwritmg m their states-nly New ford & Co. reported first-quarter revenues of $177 4 million, a 3%
similarly to Friday's rating down- be $455 milhon larger than the York could begin rehab_litation or increase over the same period in 1999 Crawford's profits in-
grade "We beheve we have taken the unaudited loss figure the company hquidation proceedings, Best's Ms creased 5% to $10 5 million Hilb, Rogal & Hamilton Co. post-
steps necessary to sti engthen the had released in February The ex- Horvath noted ed first-quarter revenues of $67 0 million, a 33 3% increase from
company's financial position, and we panded loss meluded a $15 million Frontier has been in touch with $50 3 million for the comparable period in 1999 The figures for
mil continue to execute our correc- write-down related to the sale of regulators in states where 11 does the period ended March 31 reflect the addition of revenue from
tive action measures," he said in a Western Indemnity and Regency, a busmess to describe the insurer'S American Phoenix Corp , acquired in May 1999 A 42 7% increase
statement "Our policyholders con- $10 million write-down related to "corrective action plan," and the in commissions and fees was offset by "significantly lower net
tinue to be protected, and we have medical malpractice coverage writ- company is not aware that any states gains from divestitures," according to a statement from the Rich-
arrangements and contingency plans ten for State University of New York are planning regulatory action, Fron- mond, Va -based broker Metropolitan Life Insurance Co. has
m place to provide our agents with physicians, and a $168 milhon re- tier's Mr Seyffarth said completed its tender offer for all outstanding shares of Conning
the support they need " serve Increase stemming from a "As long as the company keeps us Corp common stock not already owned by MetLife More than 5 3

In hght of the disclosures in the in- change in accountlng treatment of informed about its financial condition million shares were tendered in MetLife's $12 50 per-share offer
surer's latest 10-K, though, Frontier surety losses demanded by Ernst & and progress with its corrective action Those shares, in addition to the shares that MetLife already owns,
may be running out of time to turn Young plan, we do not anticipate any action represent approximately 98% of Conning shares MetLife expects
itself around, analysts suggest The added losses came on top of by any other states," the New York to acquire the remaining 2% of shares for $12 50 per share

The rating downgrade to C++ from underwntmg results that were al- department spokeswoman said B through a cash merger expected to be completed shortly

CalPERS es April 19 but decided to delay its CalPERS negotiates its contracts that many employers will continue to organization already has provided
action until May 17 to give members earher m the year than many other pass on higher costs on to employees such Information m a member
time to study the proposal purchasers While many employers have al- newsletter, and it has run pubhc-ser-

Contznued from page 1 The delay came after union leaders "That is pretty good," Mr Mor- ready focused on changing their drug vice advertisements in videos it pro-
by an average of 18% The 4 9% av- representing state workers balked at timer said when he heard of benefit strategy to hmit higher costs, duces for member associations
erage Increase in HMO rates i S big the copayment increases CalPERS' proposed Increase of CalPERS' move is broader, because The video spots attempt to counter
improvement over average rate hikes CalPERS' decisions are often seen 49% it also is mereasing copayments for the effect of magazine and television
for 2000 of 9 7% as harbingers for similar moves na- Some observens, however, say that doctor visits, she said advertisements that encourage con-

The key to the lower average rate tionwide CalPERS' experience should not Stlll, whether a $5 Increase wlll re- sumers to request specific, expensive
increase is the proposed increase in Its current plans for cutting costs, serve as a benchmark for plans na- ally reduce unnecessary doctor visits name-brand drugs from their doc-
copayments though, already have been adopted tionwide, oecause California's dellv- is questionable, Ms Bosley said tors The system's efforts to date

Without that increase, 2001 rate by many employers, wluch have ery system chffers considerably from State employee umons last week have been informal "baby steps,"
hikes for HMOs would average 8 6%, been steadily adjusting their pre- those in other regions Additionally, criticized the proposed Increase in however, the spokesman said
according to Ca]PERS By raising scription drug copayment structures CaLPERS contracts with several copayments as unfairly shifting costs "Now we are talking about shift-
copayments, negotiators for to encourage employees to purchase plans available only in California to the chronically 111, those who are ing mto hlgh gear, with an organlzed
CalPERS would shave $100 million generic medicines and to order bulk and a few Western states most m need of medical attention multimedia campaign," he said Ex-
from the demands made by its health prescription drugs by mall CalPERS lS definitely seen as a CalPERS staff members respond- actly what form that campaign w111
plans for the 2001 benefit year CalPERS studied its plan for a leader, though, m negotiating IIIVIO ed, however, that through the imple- take, how much will be spent on it

Under the Health Benefits Com- year before recommending it, the contracts, especially by employers mentation of higher copayments, and whether it wlll Involve outside
mittee's proposal, copayments for spokesman said that are located in Callfornia or that 90% of its members who are enrolled advertising m general media remains
doctor office visits would Ilse to $10 Changmg the plan design for drug have employees in the state, said in HMOs will save money through to be determined, the spokesman
per visit from $5, while pharmacy benefit copayments is now a com- Kirby Bosley, principal and head of lower overall premiums said

copayments would Increase to $10 mon move among health care pur- Wllham M Mercer Inc 's health care CalPERS has found that 98% of Intensive planmng for the cam-
each for brand-name drugs, com- chasers, said Jim Mortimer, presi- practice m Los Angeles those members who account for the paign w11 take place this summer, he
pared with a previous copayment of dent of the Midwest Business Group Her chents already are thinking top 5% of drug utihzation expendi- said
$5 each for all formulary drugs on Health, a Chicago-based purelas- this is the year they have to "bite the tures currently pay top retail pnces, For now, the rate increases pro-
Generic drugs would continue to ing coalition with 90 employer mem- bullet" and make changes m plan de- rather than requesting genenc drugs posed by CalPERS' Health Benefits
carry a $5 copayment bers in 11 states signs to offset nslng health care or using mall order prescnption ser- Committee for 2001 by its various

CalPERS has not changed its co- Increasmg the current $5 copay costs, Ms Bosley said vices to lower costs, the spokesman plans include but are not limited to
payment structure smce 1993, in that per doctor office vlsit to $10 would Some employers had hoped that said Maxicare Corp, 2 9%, CIGNA Corp,
period, though, pharmaceutical costs put CalPERS m line with typical co- CalPERS' nearly 10% average rate In addition to the proposed plan 2 1%, Aetna US Healthcare, 7 0%,
have doubled, the spokesman said payment levels, Mr Mortimer added hike in 1999 was an aberration But design changes, CalPERS mtends to PacifiCare Health Systems, 3 2%,

CalPERS' Board of Administra- The Midwest coalition does look to now, with CalPERS announcing a launch an education campaign Kaiser Permanente, 48%, Blue
tion was scheduled to vote on the CalPERS as a bellwether for health second year of rising rates, the trend aimed at changing the prescription Shield HMO, 6 9%, and Health Net,
committee's approval of the mcreas- benefit rate movements, because lS set, Ms Bosley said She expects purchasing habits of members The 54%
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FTRFOR THE RECORD Excerpts from Bl's Daily Online Updates, April 17-21, 2000

I TPA BEAL SCUTTLED Insurance holding Harris and Dylan Klebold. Sheriffs Depart- Excluding a one-time accounting charge of to ports, marmas, stevedores, ship builders
company UICI's proposed $120 million ac- ment officials could not be reached last $133 1 million m the year-earlier quarter, net and ship repairers It includes coverage for
quisition of Healthplan Services Corp. has week The shootings, which left 15 dead in- income fell 0.9%. traditional marine exposures as well as prop-
been called off James K. Murray Jr., chair- cluding the two gunmen, occurred Apr1120, erty, inland marine and crime coverages. Lin-
man and chief executive officer of Tampa, 1999, at the Littleton, Colo, school. Sources  HOLOCAUST RECORIIS The American In- da Bonet, assistant vp-global marine for St.
Fla.-based HPS, a managed care and claims m Colorado say that the Sheriff's Depart- surance Assn. and several msurers are suing Paul Cos., said in a statement that St. Paul
services company, noted in a release that ment is self-insured It is represented by to stop California Insurance Commissioner believes it is the first U.S. Insurance company
UICI's troubled credit card business was a county attorneys who are refusing to com- Chuck Quackenbush from enforcing a law to offer such a package The package offers
factor m the decision to break off the ment during the week of remembrance A requiring them to submit policy records re- policyholders "seamless coverage" and bene-
planned sale. UICI, which m March an- 1983 Colorado statute grants immunity to lated to Holocaust victims. About 20,000 fits intermediaries who are able to complete
nounced plans to exit the credit card bust- pubbc entities except for willful and wanton California Holocaust a marine property/casualty placement with
ness, recorded a $179 1 million loss from its misconduct The suits were filed in Jefferson survivors and their one insurer, Ms. Bonet noted.
credit card operations m 1999, which trans- County District Court and the U.S. District heirs are seeking mil-

- into a $145.9 million loss for the com- Court m Denver.  lions of dollars m po-  GE PENSION HIKE General Electric Co. says
pd,14 for the year. UICI declined to comment tentially unpaid life in- its decision to boost the pension benefit it
beyond issuing a one-paragraph release stat- # E=SIGNATURE LAW Kansas has followed m.1...,J»; surance claims Insur- pays to 134,000
ing that both companies have mutually the lead of other states moving to facilitate 't ers were to submit by company retirees is
agreed to terminate the transaction. Had the electronic insurance transactions with the en- IPIMLi<*PE liF April 7 all records re- not related to
deal been realized, the combined companies' actment of H.B. 2879, the Uniform Electron- .MadEA. 1 lated to insurance poli- protests by pen-
third-party administration operations would ic Transactions Act. The law is designed to II cics issued to people in sioners and labor .,
have handled more than 20 million claims ensure that electronic signatures and records L <: Europe from 1920 to unions. Workers 7hg*.-
annually. have the same legal status as written signa-

d:=*.. ..+

Mr. Quackenbush 1945. But the majority who retired on or
tures and records. "Accepting electronic sig- of companies believed before June 1,
natures on insurance policies is a recognition to have exposures are litigating the matter 1997, and those
of how more and more consumers are buy- rather than submit the Information, accord- who left the company with at least 25 years
ing products and services these days," said ing to a Department of Insurance of service on or before that date are eligible
Joseph Termini, associate counsel of the Na- spokesman Insurers that fail to comply face for the increases, as are surviving spouses. A
tional Association of Independent Insurers. suspension of their state licenses, according GE spokesman said the change does not re-

. I.-' IR,  I 9 -1' I "While this is a Significant first step, much to the department Insurers, however, claim flect an automatic cost-of-living increase for
more must be done to remove other barriers m lawsuits that the state relief act is pre- retirees. "It's something we review periodi-

H to electronic commerce." empting the federal government's regulation cally and make increases when we think they
of foreign commerce Therefore, the act vio- are needed," he said of increasing benefits

r .- I TRAVELERS GAINS Higher commercial in- lates insurers' constitutional rights to due for inflation. Retiree protests in several cities
3. surance rates helped increase first-quarter process, according to a spokeswoman for the and pressure from labor unions also did not\
3 operating income by 14% at Travelers Prop- Washington-based AIA. The suits seek in- Influence GE, the spokesman added. The m-

: rn ,
erry Casualty Corp. Ex- . -a-.a-=jr junctive rehef. U S -based units of the Euro- crease is the sixth that Fairfield, Conn.-based

i cluding the effects of ac- ,- /1 .I ' pean insurers did not write any of the poh- GE has given pensioners in the past 20 years.
PHOTO AP/ WIDE WORLD

counting changes, cics California is pursuing and they do not
Daniel Rohrbough, left, who lost his son, Bri- though, Travelers' net in- 1 * control those records, the spokeswoman  INFORMATION IN BRIEF The St. Paul Cos.
an, in the Columbine High School shootings, come fell slightly com- 4,» N. said. The AIA, along with American Re-In- Inc. has completed its purchase of MMI Cos.
confers with attorney Barry Arrington. Fifteen pared with the flrst quar- 6,-"  1--,A surance Co., filed one suit March 22 in the Inc., a medical malpractice insurer. St. Paul
families have filed suits overthe shootings. ter of 1999. Operating , 1.10 United States District Court in Sacramento, paid $192.3 milhon m cash for MMI and as-

income for the first quar- Ilbi 1 i=•= Calif. That lawsuit was filed on behalf of sev- sumed $165 million m MMI debt . . .Ameri-
 COLUMBINE SUITS Nine suits from 15 ter of 2000 was $369 1 '- '""I""I'I' eral insurers. A second suit was filed by Ger- can International Group Inc. will invest $1
families were filed last week agamst the Jef- milhon, up 14.1% from the comparable pe- ling Global Re-Insurance Corp. of America billion m General Atlantic Partners L.L.C.,
ferson County (Colo.) Sheriff's Department nod last year. "The commercial lines market in conjunction with other Gerling unlts. The an Internet investment company, over five
alleging that law enforcement personnel, continues to improve, with incremental ben- suits are similar and could be consolidated, years. The Investment will enable AIG and
among other things, madequately mvestigat- efits from rate increases achieved last year the Insurance Department spokesman said. General Atlantic to build a "cutting edge
ed the Columbine High School shootings flowing through to the bottom line," Jay S. venture capital business, AIG Chairman and
that occurred one year ago One suit, filed by Fishman, chairman and chief executive offi-  NEW MARINE POLICY The St Paul Cos CEO Maurice R Greenberg said in a state-
the family of slain student Daniel cer, said in a statement. Net income, which Inc. is offering a unique marine insurance ment. Separately, AIG last week launched a
Rohrbough, alleges that the 15-year-old was inclu(les realized investment gams, mcreased package that combmes property and general new Web site, www.aig-onhne.com, for its
killed by police gunfire, not by gunmen Enc 64.8% to $330.5 million in the first quarter liability coverages The package is available commercial policyholders lai

Find daily coverage on Corporate Risk, Employee Benefit and Managed Health Care News at www.businessinsurance.com

B/Industry Stock Report APRIL 17, 2000, THROUGH APRIL 20,2000

Weekly Year to date Yeartodate Weekly Year to date Year to date 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 26.13 170 3469 46.66 20 69 5410 Harleysville Group NDQ 1563 593 965 2088 1163 36 Unltrin NDO 3275 4.38 1296 4238 30.50 285

Clark Bardes Holdings NOO 1381 279 391 21 00 11.63 13 HSB Group inc NYS 2750 526 18 67 4225 2150 597 UNUM Corp NYS 1588 2.68 50.49 56.88 11.94 3537

E W Blanch Holdings Inc NYS 17.75 241 71.02 71.75 1656 1090 HCC Insurance Holdings NYS 11.13 1232 15 64 25.13 800 530
Vesta Insurance Co NYS 4.94 000 2742 788 344 195

Gallagher Arthur J & Co NYS 3294 2.13 1.74 3325 23.00 805 ING Groep N V NYS 55.88 165 8.40 63.94 4681 298

Hilb Rogal & Hamilton NYS
XL Capital Ltd NYS 4588 505 11.57 67.19 3900 1156

2825 203 0.00 29.13 17.00 24 IPC Holdings Ltd NDQ 1175 208 2101 2250 9.75 145

Kaye Group Inc N[)0 625 1071 25.37 11.88 5.00 12 Hartford Financial Services NYS 47.44 720 0.13 6644 29 38 3520
Zenith National Ins NYS 24.13 1.85 1697 26.69 1875 364

Marsh & McLennan NYS 9669 111 1.05 11069 61.75 3142 John Hancock Financial Service NYS 1731 705 1.84 20.13 1344 6310 INSURERS/REINSURERS AVERAGE 076 676

Brown & Brown NYS 3869 065 0.98 40.63 3038 S3 LaSalle Re Holdings Ltd NYS 12.56 147 23.86 18.63 1088 49

BROKERS AVERAGE 120 1544 Lincoln Nattonal NYS 3325 5.77 1688 5750 2263 217 1 HEALTH MAINTENANCE ORGANIZATIONS
MAIC Holdings Inc NYS 1975 3.07 6.78 29.05 1663 138 Foundation Health Systems Inc NYS 9.25 1385 692 2006 6 25 1747

INSURERS/REINSURERS Markel Corp NYS 14025 3.19 952 19300 111.50 76 Humana Inc NYS 7.88 1053 3.82 1731 5.88 1773

ACE Ltd NYS 2075 1.48 2434 3525 1406 2126 MBIA Insurance Group NYS 4963 1.53 -604 7188 3631 1092
Oxford Health Plans NDQ 1450 450 1429 24.25 9.75 3035

Accel International Corp NDQ 075 446 25.00 2.75 0 SO 45 Meadowbrook lisur Group NYS 5.25 000 20.00 1531 475 15

Pacificare Health Sys NDO 49.69 10.42 6.25 98.13 3113 934
Acceptance Insurance Cos NYS 4.44 405 2283 15 94 275 214 MoiLife NYS 1544 3.52 833 1725 14.25 21205

AEGON N V NYS 7550 621 2094 98.25 6300 351 MMI Cos Inc NYS 994 1.27 1522 1744 331 66 Sierra Health Services NYS 438 000 3458 1625 425 363

Aetna life & Casualty NYS 5438 1.52 258 99.88 38.50 2225 Mutual Risk Mgml Ltd NYS 1700 251 112 40.81 981 366 United HealthGroup NYS 67.13 751 2635 7000 3938 3053

AFLAC Inc NYS 47.56 3.26 0.79 5675 3356 2976 Navigators Group NDO 1000 2.44 2.56 1600 875 18 Wellpoint Health Networks NYS 76.63 5.60 1621 97.00 48.25 994

Allmenca Financial Corp NYS 4838 502 1303 64.81 35 06 643 NYMagic Inc NYS 14.13 4.63 711 19.50 1200 49 HMOs AVERAGE 749 075
Allstate Corp NYS 22.50 8.43 6.49 40.75 17.19 13887 Oh,0 Casualty Corp NDO 1588 0.79 117 20.25 1075 1121

ALL COMPANIES AVERAGE 235 7.15
Ambac Financial Group NYS 48.13 1.05 7.78 6300 38.88 1349 Old Republic In I NYS 1250 -385 -8.26 20.69 1063 1059

American Financial Group NYS 2494 4.77 545 3738 1838 233 Partner Re Ltd NYS 3563 3.23 9.83 41 69 28.38 186

American General NYS 5438 093 28.34 82.19 4563 3717 Penn America Group Inc NYS 800 1.59 323 1106 663 54

American Intl Group NYS 108.38 465 023 11925 78.56 13875 PMA Capital Corporation NDO 1663 148 1635 21.13 1550 36 B/Insurance Index
American Safety Insurance NYS 531 000 1827 10.00 531 7 Philadelphia Cois Holding NDO 1488 0.85 2.59 25.50 1081 81

Argonaut Group NDO 1781 -035 1038 27.94 1675 56 PXRE Corp NYS 15.13 0.83 16.35 21.25 9.94 9

2ZIZZYIZ= inc
NYS 73.88 2.87 4.05 7994 5375 288 Reliance Group Holdings NYS 263 7.69 60.38 10.88 2.31 1986

NDO 17.13 214 2260 24.05 1625 15 RehaStar Financial Corp NYS 2875 044 2663 4981 2375 1764 2.150 1

Berkley W R Corp NDO 2081 1.22 -030 29.13 14 00 238 RenaissanceRe Holdings Ltd NYS 3825 183 642 43.19 3000 195 2,058.37 -2.100 1
Berkshire Hathaway Inc NYS 59700.00 293 6 42 78600.00 40800 00 2 Risk Capital Hol=lings NDO 15.38 1 01 21.78 1738 1100 25

Capitol Transamer,ca Corp NAS 1063 503 559 1538 938 14 ALI Corp NYS 31 88 -0.39 6.25 3881 2625 31 2,050 f-
Chubb Corp NYS 62.88 0.60 1165 7638 4325 3350 St Paul Cos NYS 3069 2.29 8 91 3706 21 31 3878 2.000
CIGNA Corp NYS 8238 2.09 2.25 9863 6075 2783 SCOR NYS 4444 099 0.42 5675 40.00 23

1.950
Cincinnati Financial Corp NYS 40.13 3.22 25.88 4250 2619 1084 SAFECO Corp NDO 2075 9.78 1658 4675 18.00 4849

Cit,group NYS 6100 563 9.54 65.44 40.13 51790 SCPIE Holdings Inc NYS 2975 063 7.39 36.94 2369 NA 1.900

CNA Financial Corp NYS 30.25 8.28 22.31 45.31 2456 438 Se,bels Bruce G oup NDO 150 1429 1429 6.25 131 17 1.850
CNA Surety NYS 14.19 1.34 913 1556 9.75 194 Selective Ins Group NDO 1888 9.42 9.82 2250 14.63 167

1.800
EMC Insurance Group Inc N[)0 788 10.53 1370 1338 681 29 Tokio Marine & Fire NDO 51.25 049 13.32 6700 4500 63

ESG Re Limited NDO 4.09 2.34 4099 20.06 319 486 Torchmark Corp NYS 2263 112 22.15 3800 1875 1628 1.750 4 !
Enhance Anancial Services NYS 9.75 -064 4000 2288 8.63 1325 Transatlantic Ho dings NYS 81.56 -0.84 448 8700 6875 28 1.700
Everest Reinsurance NYS 2906 4.73 3025 3569 20 50 1082 Travelers Property Casualty NYS 42.00 0.90 22.63 42.00 27.69 4578

1.650
11 - 11 1 --1 1- j

Fremont General Corp NYS 581 211 21.19 21.75 4.69 539 Trenwick Group inc NYS 13.06 4.57 22.88 32.00 1200 44

Frontier Insurance Group NYS 094 6.25 7273 1725 081 1193 Unlco American Corp N[)0 588 20.51 16.07 1075 4.50 33 3/3 3/10 3/17 3/24 331 41 4n 4 4/21

Gainsco Inc NYS 5.50 2.22 2.33 694 3.94 70 United Fire & Casualty NDO 1775 3.73 21 55 27.25 1738 14
Base=100 on Dec 29,1978

Top advancing issues Unico American Corp, Seibels Bruce Group, Foundation Health Systems Inc Leading decliners· HCC Insurance Group, Kaye Group inc, SAFECO Corp. Most active issue Citigroup The Sl Index rose 2 5%, the Dow Jones 30
Industrials Increased 52%; the S&P 500 went up 5.8%, and the NYSE Composite rose 4.6% Average P/E. Brokers, 17 9, Insurers/reinsurers, 17.6, HMOS, 11 7

Source CNET /nvestor (investor cnet corn) Boulder, Colo
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