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Preventing another school tragedy

Awareness called key

By SALLY ROBERTS
and ROBERTO CENICEROS

LITTLETON, Colo.-While the nation
mourns the victims of the shooting ram-
page at a Colorado high school, many
school risk managers are left wondering
what, if anything, can be done to pre-
vent such an incident from recurring in
the future.

Last week's deadly shooting at
Columbine High School near Littleton,
Colo., which left 14 students and one
teacher dead and another 22 wounded,
is the latest and most deadly in a string
of school shootings since 1997 that have
t}#ust such towns as Pearl, Miss.; West
Paducah, Ky. Jonesboro, Ark.; and

Springfield, Ore., into the spotlight.

These incidents also have put a spot-
light on school safety and crisis man-
agement.

Risk control and safety experts say
that schools across the nation have done
a good job in recent years of enhancing
crisis response plans. Although more
school risk managers are including pre-
ventive efforts in their crisis planning,
experts say that a greater focus on pre-
vention is needed.

Experts say training and educating
students, school staff, families and com-
munities in how to recognize early-
warning signs among students; having
mechanisms in place to report such be-
havior; and having intervention pro-

grams available to respond quickly, can
potentially prevent outbursts like the
Littleton incident from occurring.

While security measures such as met-
al detectors, television cameras and se-
curity guards have proved successful in
mitigating some potential acts of vio-
lence, none of these measures could
have stopped what happened at
Columbine High School last week, ex-
perts say.

On Tuesday, two male students
dressed in black trench coats and armed
with guns and an array of pipe bombs
opened fire in a four-hour rampage in
what is being labeled the worst mass
shooting school incident in U.S. history.

See Shootings on page 55
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U.S. warns airlines on exclusions

forY2K risks in liability coverage

WASHINGTON-A U.S. Department of
Transportation warning last week to airlines
worldwide that the agency has not autho-
rized Year 2000 exclusions to its minimum
airline liability insurance requirements has
rattled some aviation brokers and insurers,
who say they will ask the agency to rescind
its position.

In spite of the fact that all the airline liabil-
ity coverage that has renewed since last fall
is subject to a Y2K exclusion, however, the
agency sees no problems with most airlines’

See Updates on nezt page

An agent of the Bu
reau of Alcohol, To-
bacco & Firearms
walks past flags fly
ing at half mast in
front of Columbine
High School in Little-
ton, Colo
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Court upholds Lloyd's boosts Central Fund

state 's law
over ERISA

LONDON-LIloyd's of London has

LLOYD'S

with $800 million policy

By SARAH GODDARD

lined the strength of Lloyd's after its re-
construction and renewal plan and rein-
forced Lloyd's security.

"The bottom line is that it is added se-

By MICHAEL PRINCE

WASHINGTON-A U.S. Supreme Court rul-
ing that upholds a California law permitting
late notification of claims won't significantly

weaken the federal
Employee Retirement
Income Security Act,

-MAR:J. Mid=!"* experts say
"111111*111<11111 The ruling, howev-
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oyers and insurers
they said.

Last week, the Supreme Court ruled unani-
mously that ERISA did not pre-empt a Califor-
nia notice-prejudice statute that allows untime-
ly notification of a claim as grounds for denial
only if the late notice prejudices-or injures-
the insurer. The high court said the law applies
because it regulates only insurance. ERISA does
not pre-empt state laws regulating insurance.

"California's notice-prejudice rule, we agree,
is a 'law.. .which regulates insurance' and is
therefore saved from pre-emption by ERISA,"
Associate Justice Ruth Bader Ginsburg wrote.

ERISA experts familiar with the decision said
its impact will not be significant.

See ERISA on page 53
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bought insurance coverage for its fund

of last resort thhat could well entice Mmore

insurance buyers to place their business
at Lloyd's, observers say.

Lloyd's last week announced it had
bought contingent credit coverage with

the Central Fund's value several times

over.

Risk managers, rating agencies and

an aggregate limit of £500 million insurance professionals welcomed the

($803.3 miillion) that effectively boosts

innovative coverage, saying it under-

curity to Lloyd's, and there is less of a
chance of the Central Fund failing,”
said Colin Witheat, risk manager for
pharmaceuticals company SmithKline
Beecham P.L.C., which this year set up
the first captive at Lloyd's.

See Lloyd's on page 54

Voluntary safety programs
draw bi-partisan support

By MARK A. HOFMANN

WASHINGTON-The drive to codify
a popular workplace safety program ap-
pears to be picking up steam in the
House of Representatives.

In fact, there was no significant criti-
cism of H.R. 1459, the Models of Safety
and Health Excellence Act, as its chief
sponsors testified on its behalf before
the House Committee on Education and
the Workforce's Subcommittee on

Workforce Protections last week. The

bipartisan measure, which would make

the Occupa-
tional Safety

05[><]tl ;Littatitjs -

Voluntary Pro-

tection Pro-

gram law, drew
praise from both sides of the aisle.

But while this bill looks likely to have
an easy time in the House, the same
hearing underscored how contentious
OSHA''s intent to promulgate a federal
ergonomics standard remains.

OSHA plans to push ahead with its er-

gonomics effort despite continuing
questions by employers over whether
sufficient scientific evidence exists to
justify such a standard. Employer
groups, including the Risk & Insurance
Management Society Inc., have called
on OSHA to wait at least until the Na-
tional Academy of Sciences completes
its recently launched ergonomics
study-which could take two years-be-

fore issuing a standard.
But there is no such sentiment for de-
laying codification of OSHA's VPP
See OSHA on page 47

< 1999 RIMS Report

1-313-446-0450 outside the U.S. or

go online to www.businessinsurance.com

Risk management coverage on page 3



9/ DUa-ineSS 1766UTU/LCE:, tipl-ll Zo, 13:,21

Updates

Airlines warned onY2K exclusions

Continued from previous page
coverage, a DOT official said.

Insurers and brokers explained that the Y2K exclusion would not af-
feet airlines' liability coverage, because virtually all airlines have earned
free writeback coverage due to their Y2K compliance efforts. Writeback
coverage reinstates the coverage that was excluded.

With U.S.-led coverage, the only Y2K-related losses that would be ex-
cluded would be economic losses. One example would be loss of revenue
due to the grounding of a fleet that faced flight risks because of Y2K prob-
lems.

London-led coverage would respond similarly, a London broker said.
However, after indemnifying airlines for Y2K-related liability losses,
London underwriters could seek reimbursement, the broker said. To sue-
ceed, though, an underwriter first would have to prove an airline provid-
ed inadequate or untrue information about its Y2K compliance efforts,
the broker said.

Some aviation brokers and insurers said they feared the DOT considers
the exclusions for economic losses invalid, which means the agency could
take disciplinary action against airlines for not carrying required insur-
ance. The DOT representative confirmed that the agency has rejected cer-
tificates of insurance for some airlines because their coverage contained
the exclusion.

But, the agency has approved most certificates that airlines' brokers
have filed. The difference essentially comes down to the fact that some
brokers are filing too much information, the DOT official said. The agen-
cy does not need to see the exclusion, which raises a red flag despite the
accompanying writeback provisions, he said. All the DOT requires is cer-
tification that airlines have the minimum liability insurance the agency
requires, he said.

That means insurers could exclude losses that exceed the minimum lia-
bility limits that the DOT requires airlines to carry, the official said. DOT
regulations also allow insurers to seek reimbursement of losses from air-
lines, the official noted.

TPA ordered into receivership

AUSTIN, Texas-The FBI and federallabor officials are investigating
a Houston-based third-party administrator that Texas regulators have
found to be insolvent by $3.5 million.

A state judge on Thursday entered a receivership order against Admin-
istrative Services of Texas Inc., a Houston TPA that did business under
the name ASO North America, after the Texas Insurance Department dis-
covered the insolvency.

An Insurance Department audit found that ASO North America has
$1.2 million in assets and no cash available for operations, versus $4.7 mil-
lion in liabilities, including $1.5 million in claims payable. The TPA dis-
missed its employees with one week's pay due, had not paid its office rent
in two months, and was about to have its phone service cut off, auditons
reported.

On April 14, the Insurance Department placed ASO North America un-
der supervision after the McAllen, Texas, Independent School District,
one of about 40 ASO clients, complained about unpaid claims. Efforts to
reach school district officials to learn the status of these claims were un-
successful.

Meanwhile, FBI and U.S. Department of Labor investigators are exam-
ining possible misappropriation of premium trust funds at ASO North
America, sources familiar with the TPA say.

An FBI spokesman declined to comment; Labor Department officials
could not be reached Friday.

Mark A. Strange, ASO North America's former president and chief ex-
ecutive officer, said he left the company in early March and that its prob-
lems developed after he left, when, according to the Insurance Depart-
ment, no one was managing its operations.

"We had a bona fide and operating business up until my departure," he
said, adding that he believes ASO was solvent when he left.

Mr. Strange said he is unawam of any FBI or Labor Department inves-
tigation.

OSHA announces inspection plan

WASHINGTON-Worksites with high lost-workday injury and iliness
rates will be the target of a new inspection plan announced by the Occu-
pational Safety and Health Administration last week.

The new "Site Specific Targeting Plan" initially will focus on approxi-
mately 2,200 of the roughly 12,500 worksites with lost-workday injury
and illness rates above 16 per 100 full-time employees. This rate is nearly
five times private industry's national average rate of 3.3 lost workdays per
100 full-time employees. "By focusing on worksites with the highest in-
jury and illness rates, we target our resources where they am most need-
ed," OSHA Administrator Charles Jeffress said in a release.

The new program followed an appeals court decision blocking OSHA
from implementing its Cooperative Compliance Program, which also tar-
geted workplaces with higher-than-average rates of injury and illness (B,
April 12). Four employer trade groups had sued to halt the plan in early
1998, charging that it had not beenpromulgated inaccordancewith prop-
er notice and comment procedures, and the U.S. Circuit Court of Appeals
for the District of Columbia agreed.

Zurich U.S. starts marketing group

SCHAUMBURG, llI-Zurich U.S. has named Thomas H. Hite to lead
a newly formed marketing group that aims to help agents and brokers
better understand Zurich's portfolio of products and services.

Mr. Hite, who also was promoted to executive vp, previously was head
of corporate development and marketing at Zurich American.

The new group, fonnally called the corporate and field marketing divi-
sion, is part of Zurich Services. It will be sta*ed with regional vps who
have 1mowledge about all divisions of the company.

See Updates on page 54

Warning signs seen
for work comp woes

By ROBERT KAZEL
and MEG FLETCHER

AnN increasingly tumultuous
workers compensation market
and additional pricing pressure
will force corporate buyers to be
much more careful in evaluating
the s:aying power of workers
comp insurers during the next few
years, a new report says.

The confluence of several trends
in employee demographics, the in-
surance industry and the economy
may cause consolidation and a
shake out among workers comp
insurers and a general hardening
of rates, even though competition
right now is high and pricing gen-
erally should remain low in the

STANDARD
& POOR'S

S&P's 50 largest
workers compensation
insurers listed on page 51

short run, says a new report by
New York-based Standard &

Poor's Corp.

The national multiline insurers
that dominate workers comp in
most markets outside California
may feel the need to raise prices,
in part because the medical com-
ponent of the U.S. Consumer

U.S. reinsurers bemoan results

Softness

By JUDY GREENWALD

U.S. reinsurers are facing an-
other year of soft pricing and de-
teriorating underwriting results.

"My view is things will still get

worse before they get better,"” said

Paul Malvasio, managing director,
chief financial officer and trea-
surer for Greenwich, Conn.-based
Risk Capital Reinsurance Co.

"I'm not optimistic based on
what I've seen in January," nor
has there been any indication of
price strengthening for the July 1

Price Index is rising and health
maintenance organizations that
heretofore have provided a mea-
sure of efficiency have by now re-
alized the gains that can be made,
the report states.

James Royles, director of prod-
uct support for business insurance
at Hartford, Conn.-based Hart-
ford Financial Services Group
Inc., said deteriorating markets
and higher claims cost is leading
to a firming of prices in various
Hartford markets nationally.

"We're going to need to take
some positive pricing action,"” he
said.

Additional pressures on insur-
ers, the report says, will include

See Work comp on page 48
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hearing in the
insurance and

1 the reinsur-
ance community. The question is
whether the pain threshold has
been reached yet," said Mr. Mal-
vasio.

"I'm hard-pressed to see a real
visible turn this year," said David

Market, technology
top risk concerns

Liberty Mutual survey on current, future fears

By DAVE LENCKUS

Risk managers rank workers
compensation as their top issue
today, and looking ahead to the
next two years, they are most con-
cerned about what direction the
insurance marketplace will take,
according to a new survey.

But technology-both its use-
fulness in controlling risk as well
as the risks it may pose for orga-
nizations-is the thread that
weaves through all risk managers'
concerns and expectations, noted
representatives of survey sponsor

Liberty Mutual Insurance Co. of
Boston.

The results are based on a tele-
phone poll that an independent
telephone interviewing firm con-
ducted in February for Liberty
Mutual, which analyzed the re-

Inside

* The 1999 Quality Scorecard, prepared jointly by the Risk
Insurance Management Society Inc. and the Quality Insur-
ance Congress, shows that the commercial insurance in-
dustry needs to work to improve quality and satisfy cus-
tomers, this week's editorial says. PAGE 8

* The collapse of India's coalition government, led by the
Bharatiya Janata Party, has again stalled legislation to

sults. The firm reached 200 risk
managers, 50 to 70 more than had
been polled by fax for previous
surveys the past three years. In
addition, a greater number of re-
spondents with fewer than 1,000
employees were polled this year.
Liberty Mutual released the
survey results during the Risk &

Insurance Management Society
Inc.'s annual conference and exhi-

bition in Dallas earlier this
month.

According to the survey, risk
managers' top five concerns in
1999 are:

» Holding down workers com-
pensations costs as well as man-
aging claims and litigation.

+ Implementing effective safety
and loss control programs, with
a much greater emphasis on

See Survey on page 53

Robb, president of reinsurance
operations for the Hartford Insur-
ance Group.

"There's still an awful lot of ca-
pacity around, although there
seems to be some shrinkage of ca-
pacity for the first in a while,” he
said.

"So long as the capacity is out
there, | think there's going to be a
real resistance to a lot of upward
movement," added Mr. Robb.

William J. Adamson, chief exte-
utive officer of CNA Re, a unit of

See Results on page 49

1999

broker

listings

The questionnaire for the
28th annual Business Insur-
ance directory of agents and
brokers is now available.

The directory will appear in
the July 19 issue, including
rankings of the largest bro-
kers in the world as well as a
ranking of U.S.-based bro-
kers.

Questionnaires are being
mailed, and can also be down-
loaded from the Internet, at
www.businessinsurance.com/
magazine/directories.html.

The deadline for completing
the forms is May 21.

For more information on
the directory, please contact
Directory Editor Kevin Edi-
son at 312-649-5279.
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deregulate the country's insurance industry. PAGE 45

« In some offices, sleeping on the job could get a drowsy
employee in trouble with the boss. But at one architecture
and interior design firm, it's encouraged. PAGE 54
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New chief risk officer role

coordinates risk strategy

By DOUGLAS McLEOD

DALLAS-As the concept of
enterprise risk management
gains ground, the corporate .
position of chief risk officer
is one whose time is coming,

a panel of experts says.

While companies histori-
cally have divided manage-
ment of their overall risks
among several insurance, fi-
nancial, human resources and other man-
agers-who don't always communicate well-
corporations should be working to create a
more coordinated approach to risk, advised
Charles R. Lee, a principal with Tillinghast-
Towers Perrin in Dallas.

"It's frustrating, is it not, when you think
something is pretty logical and nobody seems
to get it?" Mr. Lee asked during a session of
the Risk & Insurance Management Society
Inc.'s annual conference and exhibition in

Management

Dallas earlier this month.

Property/casualty risk managers working in
relative isolation often tend to
"hedge their own job," over-
managing risk because man-
agement has said it wants no
surprise losses and thus cost-
ing their companies more
money than is necessary.
In many companies, he said,
"the chief executive officer
says, 'Well, I'm the chief risk offi-
cer, " because he or she supervises managers
handling insurance purchasing, safety, human
resources, environmental and regulatory com-
pliance, and financial and technology risks.
That CEO's time would be better spent if he

or she did not have to assimilate information
from half a dozen sources: "This uncoordinat-
ed group of individuals should work as a
team," reporting conclusions and recommen-
dations to the CEO or CRO, Mr. Lee said.

See CRO on nert page

Integrated products support
expanded risk manager duties

By RODD ZOLKOS

DALLAS-There's wide- =2

spread agreement that the 1
role of risk management is *
changing, with the risk man-
ager's tasks having moved

well beyond simply buying
insurance and increasingly in
volving an enterprisewide view

of risk.

According to panelists discussing "Risk
Management: The Next Generation" earlier
this month at the Risk & Insurance Manage-
ment Society Inc.'s annual conference and ex-
hibition in Dallas, risk management is now ex-
pected to support corporate growth or product
strategies and to bring increased value to the
organization, while also reducing administra-
tive costs.

To that end, the future of risk management
will draw heavily on the next generation of
risk information systems, which will provide
more analytical and World Wide Web-based
functions, according to Thomas A. McCarthy,

Pinancie

senior vp with CIGNA Risk So-
lutions in Philadelphia.

Risk management also will
rely more on integrated risk
products, Mr. McCarthy sug-
gested, as well as risk trans-
fer opportunities resulting
from the convergence of the
capital and insurance mar-

kets.

"This is much talked about, but | think, in
fact, there is even more going on here than is
acknowledged,” Mr. McCarthy said.

Offerings emerging from that convergence
will include insurance products with capital
market features; programs offering integrated
coverage for financial and insurance market
risks; insurance alternatives for risks tradi-
tionally transferred to the capital markets;
and capital markets alternatives, such as
catastrophe bonds, for traditional insurance
risks, he said.

Though cat bonds have primarily been used
thus far to provide reinsurance capacity, "I

See Future on page 24

Risk managers' expertise
crucial for Y2K: Speakers

By GAVIN SOUTER

DALLAS-Risk managers should be at the
forefront of contingency planning for Year 2000
problems, a risk manager says.

Risk managers are the best equipped people
in their organizations to plan for the inevitable
disruptions

that wVill

when com-
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2000, said
Christopher
A. Duncan, director of risk management at
Frito-Lay Inc. in Plano, Texas.

That disruption must be tackled with a prac-
tical strategy in which managers develop alter-
native approaches v*l in advance of Jan. 1,
2000, he said.

By accepting now that problems are certain to
happen, risk managers and information tech-
nology experts can help ensure that their orga-
nizations will still be operating in the first week

of the new year, other experts agreed.

Risk managers are in a key position to influ-
ence their organizations' response to the Year
2000 problem because they have to deal with a
broad spectrum of risks every day, Mr. Duncan
said

"We are one of the few functions that cuts
across multiple areas of the company," he said
at a session of the annual conference and exhi-
bition of the Risk & Insurance Management So-
ciety Inc. in Dallas.

AnNnd risk managers' familiarity with their or-
ganizations' known risks will help them deal
with the unknown risks that arise out of the
Year 2000 problem, Mr. Duncan said.

To help prepare for the Y2K problem, risk
managers should consult with their companies’
IT managers to gain a better grasp of what
could go wrong if their computers do not cor-
rectly recognize the date on Jan. 1, 2000, he said.

"Risk managers can act as a bridge between
the technology approach and the business sys-
tems," Mr. Duncan said. And once that bridge is
constructed, other managers in the organization
will be in a better position to identify how they
may be affected by the problem,

See Year 2000 on page 22
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Right: Banners outside
the Dallas Convention
Center publicize the Risk
& Insurance Management
Society Inc.'s 37th annu-
al conference and exhibi-

tion, which drew 10,114
registrants.
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Left: An artist renders the logo for Lib-
erty Mutual Insurance Co. in jelly
beans. Below: Billiards experts enter-
tain conference goers at the display
booth of Willis Corroon Corp.

Left: A sign at the display
booth of American Inter-
national Group Inc. con-
gratulates Merritt W. Fa-
bel, AlIG's director of cor-
porate risk and insurance,
who was named Business

Insurance’'s 1999 Risk

Manager of the Year.

Overa 11 industry again
ranks low on scorecard

By MICHAEL BRADFORD

DALLAS-Risk managers aren't
much happier with the performance
of their industry partners than they
were a year ago.

The Risk & Insurance Management
Society Inc. gave attendees at this
year's annual conference and exhibi-
tion a preview of the second Quality
Scorecard, which will be released lat-
er this year.

"The industry numbers haven't
changed drastically," said Mark A.
Del.illo, who finished his term as
RIMS president at this year's confer-
ence. Insurance industry service
providers are "a couple of points up in
some categories and a couple of points
down in some."

The scorecard is developed by RIMS
with the Quality Insurance Congress
and ranks insurers, brokers and third-
party administrators in areas of satis-

faction, performance and loyalty.

The scorecard also grades the ven-
dors on several "satisfaction drivers,"”
such as trust and reliability, identify-
ing customer needs, two-way interac-
tive communication and operational
efficiency.

The Katie School of Insurance at
Illinois State University again com-
piled the ranking, a portion of which
was released at RIMS in Dallas. De-
tailed findings, including grades for
individual companies, are expected to
be released by mid-June.

QIC President Stephen M. Wilder
said the group would release individ-
ual scores later this year.

There has been some speculation as
to whether individual scores would be

released; the scorecard caused some-
thing of a stir when it was released in
1998. While some who ranked high
touted their accomplishments, others

See Scorecard on page 43
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Enterprise risk management allows
for more efficient use of a company's
capital, anticipating a wider range of
threats to the company's operations
and eliminating inefficiencies of mul-
tiple, uncoordinated risk manage-
ment tasks, he observed.

The problem, Mr. Lee said, is that
"there is a leadership void....Risk
management needs a leader who can
see the big picture, who can analyze
inputs, who can communicate, gener-
ate organizational’'buy in' and man-
age the process."

A lot of current property/casualty
risk managers could fill that void, he
asserted. "This is an evolutionary pro-
cess. It's not going to happen
overnight,"” he said. But, he asked,"if

not you, who?"

Mr. Lee coordinated a panel of
three risk managers whose companies
are at various stages of moving to-
ward the CRO concept: Archie L.
Meairs, vp-insurance and loss control
for ConAgra Inc. in Omaha, Neb_;
Pamela G. Rogers, assistant treasurer-
risk management with Sears, Roe-
buck & Co. in Hoffman Estates, IlIl.;
and Douglas G. Hoffman, managing
director with Bankers Trust New
York Corp. in New York.

Mr. Meains quickly sketched the
size of the risk management job at
ConAgra, a diversified foods compa-
ny with 82,000 employees in 80 inde-
pendent operating units in 35 coum-
tries. ConAgra generated fiscal 1998
sales of $23.8 billion.

In the past, ConAgra had multiple
insurance programs, with several
units managing their own programs
independent of a corporate master
program, Mr. Meairs recalled.

Our toughest critics

ask for encores.

After consulting with Tillinghast,
ConAgra consolidated insurance pur-
chasing and risk financing for its op-
erating units at the corporate level,
leaving the subsidiaries to perform
other risk management tasks inde-
pendently, he said.

"We are now going to the market
with one face, one voice,” Mr. Meairs
said. "We literally saved millions of
dollars by doing that.”

The company also formed a corpo-
rate office of risk management and an
office of workplace injury to coordi-
nate communication among the oper-
ating units on risk management and
workers compensation issues, he said.

In a further step, ConAgra also has
formed a corporate risk council, con-
sisting of the CEO, chief financial of-
ficer, controller, head of human re-
sources and Mr. Meairs. The council is
intended to deal with a wide range of
operating unit risks with input from

corporate-level managers responsible
for financial, insurance, technology,
safety, human resources, and envimn-
mental and regulatory compliance
risks, he explained.

In the future, this structure could
evolve further with the creation of a
CRO position to serve as a conduit be-
tween operating units and the corpo-
rate risk council, assessing risks and
analyzing options for the council to
review, Mr. Meairs predicted.

Sears already has taken steps to de-
velop a comprehensive risk manage-
ment plan, recently soliciting advice
from consultants about how to define
its broad array of risks and manage
them as a whole, Ms. Rogers reported.

Sears' operations are divided into
three segments: retail sales; credit
card operations; and retail-related
services, such as appliance installa-
tion and home improvement work.
The company generates about $40 bil-
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lion in annual revenues through 3,000
locations in the United States. It em-
ploys about 300,000 people at any giv-
en time and a total of about 430,000 in
the course of a year, Ms. Rogers said.

"We have a high turnover rate, an-
other major risk for us," she noted.

Under Sears' current traditional
risk management structure, about
95% of its cost of risk relates to multi-
year property/casualty insurance pro-
grams, Ms. Rogers said, adding that
the only multiline coverage the retail-
er has bought is its executive risk pro-
gram, which combines directors and
officers and fiduciary liability risks.

Sears considered capital markets
products for property risks but found
the traditional insurance market able
to provide virtually identical protec-
tion for about $1 million less, she said.

Ms. Rogers' goals in risk manage-
ment include building a "risk aware"
rather than a "risk averse™ culture
and coordinating information and
risk solutions for Sears' operations
managers. "We see everythine" at the
corporate level," she said. "Our busi-
ness partners (within Sears) do not. . .
. Because of where | sit, | can orches-
trate.”

Ms. Rogers also has initiated a pro-
gram in which corporate risk man-
agement personnel "adopt" Sears
business units, learn in detail how
their operations work and help them
"stay ahead of the curve" in risk man-
agement. In-depth knowledge of the
whole spectrum of a company's busi-
nesses and risks is essential for a CRO,
Ms. Rogers noted.

Ms. Rogers said she views the
CRO's job as the development of a
company's overall risk strategy in
partnership with tax, legal, human re-
sources and other managers-and to
fit risk management into it. Risk and
insurance management nuts and
bolts, though, is not part of a CRO's
strategic role, she said. Just as compa-
nies have revenue and profit strate-
gies, "there's got to be a risk strategy,
and the CRO needs to set it"

The CRO role might not be right for
every company, and whether it is
right will depend on the organization
and its politics, suggested Mr. Hoff-
man, who functions as the CRO for
Bankers Trust.

Developing the CRO role "has real-
ly been a 20-year evolution at Bankers
Trust, and I'm still not sure we are
there," he said.

Banking is one of the industries in
which a CRO is a natural fit, he said.
"Banks are very focused on risk-
based capital. What's the effect (of a
loss) on the capital structure of the
bank? It's as simple as that," Mr. Hoff-

man said.

The risks themselves are not so sim-
ple, though. They include poor selec-
tion or execution of business strategy;
market risks, such as price volatility;
credit risks; operational risks, such as
a failure to control rogue trading; and
funding and liquidity risks, he said.

Critical to the success of a CRO is
senior management's support and re-
ceptiveness to the information and
ideas the CRO provides, he said.

Another key is whether a compa-
ny's political climate can accommo-
date a CRO, who could be taking on
roles played by the CEO or other se-
nior executives.

The more-complex CRO role also
can create other problems, including
a reliance on risk management infor-
mation systems, Mr. Hoffman said.

Dependence on risk systems, he ex-
plained, can create a false sense of se-
curity in the risk manager "and,
therefore, probably adds additional
operational risk," the risk that the risk
manager is overlooking something.

In the right companies, though, a
CRO makes Snse, Mr. Hoffman con-
cluded "It's a brave new world," he
said. "It's an enormous undertaking..

.(But) it can be done if the factors and

organization are right." Iai
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E=commerce brings risks: Speakers

By JOANNE WOJCIK

DALLAS-E-commerce is creating
new liability exposures for companies.

And because of the sheer volume of
business being conducted on the World
Wide Web today, it's only logical that the
number and severity of claims are likely
to rise, warned Kay Rahardjo, vp an(1 ac-
tuary at Liberty Mutual Group in
BostOn.

Despite these emerging risks. the In-
ternet provides numerous opportunities
for e-commerce, said Scott Lange, chief
knowledge officer- for Stamford, Conn.-
based InQui,LoMic Inc.

So risk managers should start pirpar-
ing their companies for these new expo-
sures. he advised at a session during the
Risk & Insurance Management Society

Inc.’'s annual conference and exhibition

in Dallas earlier this month.

Studies have shown that the time peo-
ple spend in shopping mails has dropped,
while at the same time, the time people
spend on the Internet has grown. Ms. Ra-
hardjo pointed out.

The Internet has been the fastest as-
similating medium in the history of the
world, accoi-ding to Mr. Lange.

While it took radio 38 years to be used
by 50 million people, il took only five
years after the birth of the World Wide
Web for twice as many people-100 mil-
lion-to use it, he said

"And the growth continues at a rapid
pace," he said.

In fact, approximately 80% of risk
managers attending the session said with
a showing of hands that their companies
already were engaged in e-commerce on

the Internet.

Among the e-commerce options cur-
rently in use:

- Business-to-consumer sites for retail
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business between customers and busi-
ness using electinnic storefronts. catalogs
and o-shopping carts. Such business usu-
ally is conducted using credit cards.

- Business-tc,-business sites, including
catalogs, order entry, secure transac-
tions, customer tracking, reporting. in-
ventory control, fulfilment and cus-
tomer services. Payment can be made via
credit card or electronic fund transfers.

But these new opportunities come
with a price, Mr. Lange pointed out.
They pose new and pirviously unconsid-
ered risks to companies and other orga-
nizations, he said.

Among these new risks:

- Damage to data centers, transmission
network and power sources.

= Data tampering or corruption, unau
thorized access, disclosure or theft, or the
introduction of viruses.

« Intellectual pl'operty theft.

- Patent, trademark: coppight and do-
main name infringement.

Companies also face the possibility of
being sued for various types of brand in-
fringement, violating privacy rights.
defamation or errors and omissions, Mr.

Lange added.

"Trademark and impersonation are
the real issues for Internet risks.” he said.
pointing to the Ticketmasser vs. Mi-
crosoft case as an example. In that case,
which is still pending, Ticket-master sued
Microsoft for including a hypertext link
to the Ticketmaster Web site on a Mi-
crosoft Web site..

There also are business risks, which
air not always possible to transfer using
insurance, acc()rdir.g to Mi-. Lange. These
risks include falling behind the competi-
tic)n for failing to adopt new technology,
not having adequate bandwidth for In-
ternet connections, or having incompati-
ble systems.

Other risks inc_ude regula:ory ¢ 3mpli-
ance risks, pointed out Ms. Raharc jo.

For example, "North Carolina won't
allow the use of credit cards for insui--
ance purchases unless the credit card
company is domiciled in North Caroli-
na,"” she said.

She also suggestect thal some e-mail
solicitations may eventually be deemed
illegal under the federal Telecommuni-

cations Act, which bans unsolicited sales

literature sent via fax machines-

"The Telecommunications Act, which
is intended for faxes, could apply to e-
mail spam," she said, referring to the
practice of mass-mailing over the Inter--
net. "So e-mail solicitations may only be
allowed when a consumer contacts t.he
vendor.”

Six states already have legislation
pending to regulate electronic conimerce,
she said. Those states are Alaska, Cali-
fornia, Cormecsicut, Mariland. Mas-
sachusetts and C,bio. [gal
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PHOTOS: MICHAEL MARCOTTE
Timothy B. Plunkett, top left, staffs St. Paul Fire & Ma-
rine Insurance Co.'s booth at the RIMS conference in
Dallas. At bottom, Barry W. Belknap of Risk Enterprise
Management Ltd., which made a donation to the Make-
A Wish Foundation for every business card it received.
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Still not making the grade

HE COMMERCIAL INSURANCE INDUSTRY
must do more to improve the quality of service it
provides customers.

That conclusion is ineseapable following the release of
research that indicates the industry has failed to improve
its standing in the eyes of customers over the past year.

Brokers, insurers and third-party administrators con-
tinue to receive barely passing marks on performance,
satisfaction and loyalty from buyers, the new research
shows.

Those scores-which are contained in a preliminary re-
port of the 1999 Quallity Scorecard, prepared jointly by
the Risk & Insurance Management Society Inc. and the
Quality Insurance Congress-have barely budged from
the industry's scores of a year ago (Bl, May 4, 1998).

More importantly, this year's scorecard results cannot
be shrugged off and blamed on an inadequate sample of
respondents, which is how some people responded last

year.

This year's survey attracted nearly 5,000 respondents-

4,782 buyers-which is up dramatically from 1,702 re-
sponses a year earlier. The fact that a much broader sam-
ple arrived at virtually the same conclusions on quality as
last year's survey seems to reinforce the validity of the
1998 findings.

Overall, the commercial insurance industry this year
earned a 70 in performance, a 67 in satisfaction and a 72
in loyalty-all scores of "C-" or below. That is virtually
unchanged from a year ago, when the industry scored a
70 in performance, 67 in satisfaction and a 73 in loyalty.

Brokers this year earned a 74 in performance, a 70 for
satisfaction and a 74 for loyalty. That compares with 73,
69 and 76, respectively, in 1998.

Insurers and reinsurers scored a 67 for performance, 66
in satisfaction and 74 for loyalty. Last year, they rated 68,
66 and 64, respectively.

TPAs received a 66 for performance, 62 for satisfaction
and 64 for loyalty, compared with 65,60 and 59 a year
earlier. No doubt some brokers and insurers will draw
small satisfaction in noting that their customers are not
leaving them for superior customer service in the self-in-
surance marketplace.

A few key differences exist, however, between the 1998
survey and the preliminary results released thus far for
1999.

A year ago, RIMS used its annual conference and exhi-
bition in San Diego to release and discuss the first score-
card and draw attention to the effort. The very public re-

lease of the scorecard drew immediate attention to its

findings and served as a catalyst for further discussion, if

-

ILLERSTZO¥4\
But,hle" 'RWKNerrgg

not action.

Although the results of the 1999 scorecard are not yet
final, the release of the preliminary results was done
without fanfare: They were quietly made available at
RIMS' booth at the Dallas conference earlier this month.

The RIMS/QIC effort to focus attention on quality-
and areas where it is lacking-is far too important for this
sort of low-key release, no matter that the complete data
is not yet available.

Another key difference is that last year's scorecard re-
leased at the RIMS conference identified and ranked spe-
cific companies by name, which allowed for their conn-
parison to each other and to industry benchmarks.

Scoring the performance of specific companies is a
powerful motivator for them to improve their rankings. It
also offers risk managers a starting point for a dialogue
with their service providens on ways to improve and mea-
sure performance.

However, the preliminary 1999 scorecard did not con-
tain individual company rankings. Risk managers will
look forward to reviewing those individual scores when
the final report is released this year. The much broader
base of respondents will also provide more meaningful
rankings of service providers.

Even without that level of detail in the preliminary
findings, however, it already is apparent that the com-
mercial insurance industry needs to do much more to im-
prove quality and satisfy customers.
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Letters

The time for ergonomics action is now

To the editor: In a March 22 letter to the
editor, Margaret Fiester supports Busi-
ness Insurance's position that the Occu-
pational Safety and Health Administra-
tion should delay its ergonomics standard
until the National Academy of Sciences
completes a study due in 18 to 24 months.

In fact, a NAS study concluded last fall
that musculoskeletal disorders are linked
to work and that workplace interventions
can prevent these injuries. The NAS find-
ings confirmed similar conclusions
reached by a 1997 National Institute for

Business Insurance welcomes Letters to
the editor. The section is intended to be a
fomm for readers' opinions and com-
ments. We reserve the right to edit letters
for clarity or space. We will not publish
unsigned letters. Please send your letters
to Letters to the Editor, Business Insur-
ance, 740 N. Rush St., Chicago, Rt. 60611;
fax: 312-280-3174; e-mait pwinston@

cram. com

Occupational Safety and Health compre-
hensive analysis of 600 scientific studies.
The medical community agrees it is
time to move forward. The American Col-
lege of Occupational and Environmental
Medicine, the Assn. of Occupational and
Environmental Clinics, the American
Assn. of Occupational Health Nurses and
the American Public Health Assn. all
have urged OSHA to proceed without
further delay in developing an er-
gonomics standard. Far from waiting for
another study, we know enough to act
Nearly 650,000 workers every year suf-
fer serious injuries and illnesses caused
by overexertion, repetition or other phys-
ical stress. That's more than one-third of
all lost workday injuries and illnesses in
the United States. These injuries cost
business $15 billion to $20 billion annu-
ally in workers compensation costs, with
total costs reaching as much as $60 bil-

lion.

OSHA plans to publish a formal er-

gonomics proposal this fall. We will take
public comments and hold hearings to de-
termine the best way to aid employers in
reducing these costly and potentially dis-
abling injuries.

There is a strong practical basis for
OSHA's action. Leading U.S. companies
have already addressed work-related
musculoskeletal disorders. Companies
such as 3M, Ford, Kraft, and Fielderest
Cannon have found that good ergonomics
is good economics. These companies have
proved that ergonomics programs pre-
vent injuries, improve productivity and
save money. It's time we moved er-
gonomics beyond the best companies to
the rest of the companies. It's time for ev-
ery worker to look forward to heading to
work without facing pain or fearing dis-
ability.

Charles N. Jeffress

Assistant Secretary for Occupational
Safety and Health

U.S. Department of Labor
Washington
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Chubb Corp. and CNA Financial Corp. were among the many f
exhibitors at the Risk & Insurance Management Society Inc.
annual conference and exhibition held this month in Dallas.

Electrical upkeep stems losses

By JOANNE WOJCIK

DALLAS-More and more proper-
ty losses are being triggered by pre-
ventable electrical failures, loss con-
trol experts say.

And unless risk manageis crack
down on their companies' electrical
maintenance programs, property
rates are likely to start climbing in re-
sponse to these increased losses, an in-
suranceindustry executive wams.

"It sounds very simple, but mainte-
nance does work and does prevent
lossr said Michael L. Downs, dnair-
man and chief executive officer of
HSB Industrial Risk Insurers in Hart-
ford, Conn.

But"how many risk managers talk
to their companies' engineers about

na

fo-.,

ago

{64

their electrical maintenance program?
And how many say, 'Show me'? " he
askedriskmanagersattendingases-
sion at the Risk & Insurance Manage-
ment Society Inc.'s annual conference
and exhibition earlier this month in

Dallas.

r *tra]% 8(m»31
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Theresa M. Ulbricht, supervisor of

risk management at Southern Cali-
fornia Edison in Rosemead, Calif.,

agreed.

Most brokerage companies move at a pace that's positively glacial. But 10 years ago, we

created Acordia to be different: large enough to give you the sophistication and clout you need

to manage risk effectively...local enough to know you and your needs as well as any

underwriter. A daunting challenge? Perhaps. But it's worked for us, Because it works for our

clients and gives them peace of mind.

ordia.

America's |l,argest
Privately Held Broker

Contact: Charles Ruoff, Senior Vice President and Chief Marketing Offieer
Acordia Inc. 111 Monument Circle, Suite 3200 Indianapolis, Indiana 46204 « (317) 488.2500

www.acordia. eom

"You can have a Rolls Royce of an
engine, but if you don't put oil in it,
you can forget about your engine. And
if you don't put oil in it, what else
aren't you doing?" she queried.

"Too many of us take electricity for
granted. We just assume it's always
going to be there," observed F. Grego-
ry Maguire m, executive vp and di-
rector of the property group at
Zurich-American Insurance Group in
Schaumburg, lll.

But today's manufacturing trend
toward just-in-time inventories and
customization of products makes an
entire operation vulnerable should
just one facility shut down, he point-
ed out.

"When it goes like clockwork, this
company is humming. But when
there's a break in the network, it can
upset: the whole system," Mr. Maguire
said.

Without preventive maintenance,
the failure rate of electrical system
components is three times higher, ae-
coding to Mr. Downs.

From the time electrical equipment
is installed, deterioration occurs. The
environment, overloading, improper
selection of equipment, improper in-
stallation and inadequate mainte-
nance all contribute to the deteriora-
tion, he explained.

In an effort to ensure that appropri-
ate maintenance was being conducted
at properties insured by HSB Indus-
trial Risk Insurers, the company
launched a targeted inspection pro-
gram in downtown New York dubbed
"the Manhattan Project.”

Manhattan was chosen because
several large losses had occurred on
the island as a result of electrical
equipment failures, Mr. Downs ex-
plained.

Using an electrical risk model, HSB
identified 200 of the highest-risk loca-
tions and sent engineers to conduct
inspections, he said.

Each location was given a formal
loss prevention report containing rec-
ommendations, and engineers then
followed up with policyholders to en-
sure the recommendations were im-
plemented.

W'hile 75% of the locations sur-
veyed responded positively to the
HSB engineer's recommendations,
25% did not. And, atleast oneof those
properties sustained a catastrophic
loss not long afterward, according to
Mr. Downs. HSB was no longer on the
risk when that loss occurred, he said.

But, in general, insurers are not
keeping up with the increasing so-
phistication of the electrical risks they
are insuring, according to Mr.
Maguire.

"Insurers' understanding of loss ex-
perience, particularly the time ele-
ment and machinery and equipment,
has not kept pace with the highly pro-
ductive, efficient and sophisticated
global economy," he said. "We've got
some catch-up to do so we can do a
better job of assessingrisk today"

Despite the increasing complexity
of electrical risks, the soft market has
forced insurers to slash property rates.

"There's been a minimum of four
years of double-digit rate cut:s in the
large account property market," Mr.
Maguire said.

This competitive environment and
the increasing sophistication of the
risks being underwdtten has resulted
in the industry's combined ratio for
large property risks to grow to nearly
140%, he said.

"That's a negative return on equity,
which is not a healthy picture. Pricing
must increase to reflect the changing
exposure base as the severity of po-
tential losses increases in our clirrent
economy," Mr. Maguire said.

Ms. Ulbricht moderated and coor-

dinated the session.
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Workplace violence risk growing, speakers warn

By EDWIN UNSWORTH

DALLAS-Viclence in the

workplace is becoming an ever-in-
creasing problem for employers,
but it is a problem that the leader-
ship of many organizations still
fails to address.

This is how Dennis Quinilty, se-
nior workers ccmpensation ana-
lyst for American Airlines, opened
a session on workplace violence
that he moderated at the Risk &
Insurance Management Sociesy
Inc.'s annual conference and exhi-
bition in Dallas earlier this month.

However, as a leading cause I)f
death at work, workplace violenY
is an issue that risk managers ig-
nore at their companies' peril, ses-

sion speakers agreed.

James MeNamara, cost contain-
ment manager-corporate risk
management for Aramark Corp., a

, < RIMS 1999
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Philadelphia-based diversified
services company, presented some
alarming statistics on the phe-
nom€non. He said that every week
some 18,000 incidents of work-
place violence occur, though the

scale of the problem may not be

fully recognized because more
than half of these incidenes go un-
reported.

Workplace violence is the No 2
cause of death-after au:omobile
accidents-in the workplace, and
the leading cause cf death for
women, accounting for more than
40% of female deaths at work, ac-
cording to Mr. MeNamara.

Mr. MeNamara said that be-
cause of the growing problem, a
common definition of what consti-
tutes workplace violence has to be
adopted, and this is generally ac-
cepted as: "Violent acts, including
physical assaults and threats of as-
saul:, directed toward Fersons at
work or on duty."”

He also cited several reasons
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why risk managers and their em-
ployers should be paying greater
attention to the problem.

As the number of incidents
grows, he predicted, the problem
will increasingly take up more
time of chief executive officers and
senior management. Additionally,
workplace violence is an area in
which the Occupational Safety
and Health Administration is be-
coming increasingly involved un-
der its requirement that employers
must provide each of its employees
with "a place of employment that
is free from recognized hazards
that are causing or likely to cause

death or serious physical harm,"”
he said.

Mr. MeNamara also cited re-

e
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search that indicated that the costs

of dealing with each incident of
workplace violence is around
$250,000, which includes the costs
of alleviating the post traumatic
stress of victims and witnesses.
Twenty-three percent of victims,
including witnesses, suffer some
form of post traumatic stress.
There have also been a number of
workplace violence-related court
decisions in the last few years re-
sulting in employee awards of
more than $3 million.

Grounds under which an em-
ployer could be prosecuted include
negligent hiring, negligent reten-
tion and supervision, premises lia-
bility, negligent infliction of emo-
tional distress, duty to warn, sexu-
al harassment, negligent referral,
inadequate security and misman-
agement leading to infliction of

emotional distress, false imprison-
ment or defamation.

He maintained that such wide-

ranging exposure to loss "is a ma-
jor issue from a risk management
standpoint.” The sensible course is
for risk managers to establish in
their organizations programs to
address these issues, Mr. MeNa-
mara said.

Picking up on this topic,
Stephen Holcomb, senior vp of IT
Specialty Risk Services Inc., a
Hartford, Conn.-based unit of The
Hartford Financial Services Group
Inc. specializing in workplace vio-
lence and crisis management ser-
vices, stressed that each employ-
er's workplace violence program
needs to be unique and customized
to its particular circumstances.

However, he said there are a
number of general guidelines that
can be followed, with each pro-
gram consisting of three phases.
These include a preventive pro-
gram, hostility management and a
post-crisis response.

The preventive phase should in-
clude risk assessment, evaluation
of current controls, a "design
team" process to examine environ-
mental controls and employment
and legal practices, and adoption
of a well-publicized policy state-
ment. Mr. Holcomb, who coordi-
nated the session, noted that a
good policy statement and report-
ing system can be an excellent le-
gal defense in any workplace vio-
lence case that goes to court.

The hostility management phase
should involve training frontline
personnel in detecting the warning
signs, Mr. Holcomb said, and pro-
filing the behavioral symptoms of
potentially dangerous employees.
Behavioral symptoms include peo-
ple who are repeatedly offended,
who deem themselves perpetual
victims, who have obsessive be-
havior, make their co-workers un-
comfortable, believe themselves
targets of a conspiracy, constantly
see others as being at fault, ap-
prove of violent acts, make cryptic
statements or are humorless.

The post-crisis phase should in-
volve plans for interacting with
authorities, dealing with the me-
dia, contacting victims' families,
cleaning up after an incident, re-
turning to work, and providing
benefits information and trauma
counseling, said Mr. Holcomb.

He concluded that risk managers
should be aware of the benefits of
a rapid response to an incident of
workplace violence. These include:
minimizing disruption, a quicker
recovery, reduced post-traumatic
stress, improved morale and re-
duced uncertainty, avoiding mis-
communications and reducing
costs. Ell
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Uncertainty surrounds punitive damages cover

By DOUGLAS McLEOD

DALLAS-Risk managers won-
dering whether their companies are
insured for punitive damage awards
are likely to get a concise answer: It
depends.

Coverage for punitive damages de-
pends in part on what state laws ap-
ply to the case»-some states allow
coverage, while others do not-and in
part on the interpretation of the poli-
cyholder's insurance contract, one le-
gal expert says.

Even in cases where a company
buys a separate punitive damages pol-
icy, coverage isn't assured, Lorelie S.
Masters, managing partner with An-
derson, Kill & Olick L.L.P. in Wash-
ington, told an audience at the Risk &

Insurance Management Society Inc.'s
annual conference and exhibition ear-

lier this month in Dallas.
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Ms. Masters cited the case of a Cali-
fornia insurer that sold a punitive
damages policy to a California policy-
holder that later reported a claim Af-
ter the claim, the insurer sought an
opinion from the California Insurance
Department about whether it could

legally pay the claim and the depart-
ment-citing California law that in-
suring punitive damages was against
public policy-replied that the insur-
er could not provide coverage.

Policyholders confront a two-
pronged test that determines whether
they can recover punitive awards
from insurers, she observed.

T'he first prong of that test is
whether the state law applied in a
case allows recovery of insurance.

While most states allow coverage of
such awards, courts in certain states,
including New York and California,
have ruled that insurance of punitive
damages violates public policy.

The reasoning in these states, she
explained, is that punitive awards are
intended to deter bad corporate be-

havior and that "there's no deterrent
(effect) from punitive damages if you
are allowed to let somebody else pay."

The maijority of states, on the other
hand, have decided that it's more im-
portant not to interfere with an insur-
ance contract that provides coverage
and not to provide insurers with an
unexpected windfall by voiding cov-
erage, Ms. Masters said.

While states' positions on insurabil-
ity are clear, the law that applies to a
given case is often subject to debate,
and that debate is crucial.

"The decision on what law is going
to apply can determine whether you
win or lose," she said.

"You (often) can't predict what the
choice of law will be," she added, not-
ing that a court may apply the law of
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the state where the policyholder is
based, where the insurer is based,
where the contract was made or
where the wrongful conduct occurred,

Even if a company has moved to
another state, it may face a "tail" in its
insurance litigation: A court may de-
cide to apply New York law, for ex-
ample, to a company that has moved
out of the state if it was based in New
York when the wrongful conduct oc-
curred, Ms. Masters explained.

Each side in an insurance dispute
will choose the law it wants to apply
and argue facts that support that
choice, she observed, adding that
some directors and officers liability
and employment practices liability
policies specifically allow the policy-
holder to make the choice of forum.

Along with the question of insura-
bility of punitive damages, states dif-
fer widely on the legal standard that
plaintiffs must meet to win punitive
damages, Ms. Masters added.

While New York sets the bar rela-
tively high, requiring proof of "moral-
ly culpable or malicious conduct,”
many other states require only a
demonstration of "gross negligence"
or "reckless indifference," she said.

Even if a case applies the law of a
state that allows insurance of punitive
damages, a company still has to meet
the second prong of the insurability
test: Its policy must be found to cover
punitive damages, Ms. Masters said.

Some insurers have argued they
never intended to cover such awards,
but "the history is a little more com-
plicated" than that, she noted.

In the late 1970s, for example, the
American Insurance Assn. publicly
stated that it would be "socially irre-
sponsible" for insurers to let policy-
holders bear the costs of punitive
awards, she said.

During the same period, the Insur-
ance Services Office Inc. added a spe-
cific punitive damages exclusion to its
standard general liability policy, and
then withdrew it only four months
later amid widespread criticism. This
move made it more difficult for insur-
ers to argue that the standard form
without the exclusion does not cover
punitive awards, she said.

In fact, most courts have ruled that
standard liability policies promising
to pay "all sums" the policyholder be-
comes legally liable to pay "as dam-
ages" include coverage of punitive
damages.

Some courts, though, have found
that unless "damages" is specifically
defined to include fines and penalties,
standard policies do not cover puni-
tive awards, which amount to "pri-
vate fines" or "civil penalties."

Companies not sure about coverage
for punitive awards could take a few
different steps, Ms. Masters said.

For example, they could get a letter
of agreement from their insurance
companies that states their policies
include punitive damages coverage
and that the insurers will not dispute
that coverage after a loss.

Companies could also buy punitive
damages excess liability, or "wrap-
around," coverage written by insurens
in various offshore locations that is
designed to cover punitive damages in
states where U.S. liability insurers are
barred from providing the coverage.

These policies also have their draw-
backs, however, Ms. Masters said.

Policies may apply the law of an
offshore jurisdiction and require any
coverage disputes to be arbitrated.

"l don't think arbitration clauses
are friendly to policyholders," said
Ms. Masters, noting that arbitration
panels normally consist of current or
former insurance and reinsurance
company executives.

Richard C. Reynell, senior vp with
Becher & Carlson Cos. in Atlanta, co-
ordinated the session. It was moder-
ated by Barry Glaser, director of cor-
porate risk management for Min-
neapolis-based Ceridian Corp. 111
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Show-and-tell time at RIMS

By JOANNE WOJCIK testmg, can identify as many as 180 tions managers
nsks, of which less than 18% cur- In addition to serving as a reposi-
DALLAS-Many exhibits at the rently are belng managed with some tory of existing hazard Information,
Risk & Insurance Management Soci- type of msurance, he said QRS uses e-mail to alert risk man-
:sy Inc 's 37th annual conference and The system also will provide an agers and brokers to new hazards
exhibition demonstrated the proper- online forum for risk management once they are discovered
ty/casualty Industry's current love professionals to share information Multiple levels of security have

affair with Internet technology with one another, according to Scott been built mto the system, which al-

Whether it was a system for track- lows brokers access to all 1nforma-
ing property risks, managmg claims tion about their accounts and nsk
or teaching nsk managers how to do managers access to Information on
tneir lobs better, if 11 could be ac- all their companies' properties, site
cessed through the World Wide Web, IMIN.41i/- "i managers have access only to those

11 was on display at the RIMS confer- UUW/4, [ENdkmal -.MI properties for which they have re-

nce earher this month m Dallas

The Internet has become as valu- Allianz Insurance Co, the Bur-
able a tool for risk managers today as bank, Cahf -based subsidiary of Ger-
tne telephone, said Mia A Shernoff, man insurer Alhanz AG, unveiled - -
managmg director of AonLine, Lange, InQusLogle's chief knowl- its new Claims Online system this lit Iog 1c
which demonstrated its upgrades at edge officer and former director of year
trts year's RIMS exhibition risk management at Microsoft Corp While many insurers have recently

"We had started out with hnks to Learning Insights came to RIMS to launched Internet-based systems to

MapQuest and Travelocity, but nsk demonstrate ItS new multimedia track information on insurance poh-
managers became more Internet program for financial risk manage- cies and property risks, Alhanz opt-
savvy and wanted more risk man- ment education, according to Alan ed to develop a system that follows

agement specific information," Ms Belhna, a sales and marketmg repre- claims Whlle information on poh- "4: 89 4
Shernoff explamed sentative for the Chicago-based cies typically is static, -claims is
Now AonLine, a division of broker company where the movement is," according

Aon Group Inc , provides insurance With the high-tech learnmg pro- to Wolfgang Schlink, chairman,
Tollcy renewal information, updated gram, which runs on any personal president and chief executive officer
Troperty value information and even computer with a CD-ROM drive, the of the U S Insurer
exposure changes on worldwide con- user learns by domg mteractive exer- Alhanz began development of the
struction projects, according to Ms cises that incorporate full-motion system in December 1998 with input
Shernoff video and sound Students are even from risk managers Although it has v
For example, AonLine provides assigned interactive "tutors" to help Just made its availability known, the ' e
advance warnings on developing them learn faster and better navigate company is already working on en-,
r atural perils and geopolltical activ- stumbling blocks to their learnmg, hancements
mes worldwide, she said Mr Bellma explamed In fact, "we got some more ideas Hent
Begmmng this summer, AonLine "People love to learn like this be- here at RIMS," Mr Schlink said Gl” ’ll,
also willl enable risk managers to file cause they can fail in pnvate,” he Currently, risk managers control fl
cnline first reports of Injury with loked Individuals who take the com- access for Claims Onlme, deciding i Adendate
workers compensation insurers puterized course can eam continuing who in their company can access in- Fill Ch’ "I'u u";tl
"Not all insurers are able to accept education credits, he added formation The system is both ID- A cwiaie " -utual
electronic transfers," Ms Shernoff Charlotte, N C -based Royal & and password-protected and uses 1ol
explamed "But we're working on Sun Alhance USA used the RIMS 64-bitencryptionand multiplefire- a-
11" conference as an opportunity to host walls
InQutsLogte Inc unveiled its In- a press conference announcing the Risk managers have access to
ternet-based enterprise risk manage- launch of its new QRS Risk Engl- generic claims information as well as T
ment information system at RIMS neenng System adjusters' notes, and the information
(Bl, Aprtl 12) The system, which operates with iS updated each time a user makes a
Operating through any Web any Web browser, allows risk man- change to a file
browser, the system enables alllevels agers and their brokers to access m- One of the enhancements current-
of management m an organization to formation on msured properties ly in development wtll allow risk
access a database of information on worldwide via the Internet managers to send e-mall directly tc
the risks that affect their bumness, The information in QRS is culled adjusters while signed on to Claims
explamed Robert J Cooney, presi- from engineering reports filed after Online This allows them to ask
dent and chief executive officer of site visits The system can be cus- questions or make suggestions while hi
Bermuda-based XL Insurance Ltd, tomized to meet the needs of the they have a flle open on thew
one of the company's backers user, whether that is the risk manag- computer screen, Mr Schimk ex-
The system, which still is in beta er, a chief frnancial officer or opera- plained ial
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Exhibitors include new, old

DALLAS-The 37th annual w}11 be there next year, he said their anticipated merger FM
Risk & Insurance Management Mechanicsburg, Pa -based in- Global
, Society Inc exhibition featured at surer PHICO Group used this The name was chosen because it
least 120 newcomers, though year's RIMS conference to an- retams the 165-year-old Factory
many of those have been longtime nounce the formation of a new Mutual system's heritage and also
supportens of the organization general casualty and workers reflects the company's broad glob-
New York-based Marsh, the compensation insurer subsidiary al capabilities, a spokesman ex- %4
new name for the broker formed Pennsylvania Casualty Co, plained
by the merger of Johnson & Hig- formed out of the former Skandia Parson Group, a 4-year-old tral
gms, Marsh & MeLennan and U S Insurance Co that PHICO company with 14 offices through- 210 -*--46 .
Sedgwick, had a booth that fea- purchased in 1997, will begin op- out the United States, came to
tured an elegantly crafted globe erations m the second quarter of RIMS to get some national expo-
arched over the top of the booth's this year, it is licensed in all 50 sure, according to Cindy Lu, man- 25 ott
sitting area, illustrating the bro- states to write general liability, aging director and director of risk
ker's worldwide reach workers comp and excess casualty and insurance services for the
"We called it our living room, workers comp risks, Michael P Chicago-based finn
which is what we wanted to cie- Sullivan, senior vp-underwriting, Parson Group specializes m
ate basically a nice place to sit, re- said at the company's booth placing financial executives in
lax and have good conversations," The new company Initially w111 temporary assignments at insur-
explained Walter S Tomenson Jr, target distribution centers, manu- ers, many of which are looking for
chairman-global client develop- facturing operations and con- ways to reduce overhead in the en-

rnent struction risks PHICO tradition- during soft market, she explained [HOTOS MIGRASL MARCOTTE

One of the hot products dis- ally has focused on health care in- The company also provides risk Exhibitors at the 37th annual Risk & Insurance Manage-
cussed in the hving room was Net- dustry risks management outsourcing services, ment Society Inc. conference and exhibition earlier this
Secure, an Internet hablhty policy The Factory Mutual compa- including merger and acquisition month in Dallas included both newcomers and veterans.
offered by Marsh Ines-Allendale Mutual Insurance due dihgence, legal bill review, re- ) A A

"It was actually the first time Co, Arkwnght Mutual Insurance view and analysis of rlsk manage- Many companies took the opportunity to unveil new or
for the old Maish & MelLennan Co and Protection Mutual Insur- ment information systems, and updated risk management products or to announce
firm," which had never been in the ance Co -used this year's RIMS risk management training and company restructurings. Popular new tools aimed to
exhibit hall at RIMS, Mr Tomen- exhibition to announce the mentonng help manage risk included Internet-based products.

son said of the exbbit But Marsh group's new momker following -By Joanne Wectk



At Crawford and Company, each
of our Dedicated Units manages
claims for a short list of clients.
A very short list.

As your Dedicated Unit, we
focus totallv on your business,
applying all of our expertise and
global resources. Our staff is a
direct extension of your company,
acting on your claims philosophy.

‘We work in or near your

OUR CLIENT LIST offices, ensuring smoother day

IS RATHER IMPRESSIVE.

to day management, faster

closures, and reduced claims and
administrative costs. When you
think about it, it’s a smarter way

to do business.

What’s more, no provider
has more experience managing
Dedicated Units for blue chip
clients than we do. But rather
than take our word for it, call us,
and we’ll put you in touch with
some of them. So to get the
kind of service your business
demands, dial 1-888-213-2533.

WW I, crawfordandcompan}.cam

Crawford | PROMISES KEPT



18 / Business Insurance, April 26, 1999

1999 RI*IS report

Business interruption raises complex coverage issues
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DALLAS-Insuring against busi-
ness interruptions is often more
complex than might be anticipated.

This was the message for risk
managers who attended a session
on business interruption insurance
at this year's Risk & Insurance
Management Society Inc.'s annual
conference and exhibition earlier
this month in Dallas.

During the session, two speakers
from Deloitte & Touche-Joseph
Ar-astasi, a practice unit leader
based in San Francisco; and Greg
Pollard, a senior vp based in Cal-
gary, Alberta-discussed a wide
range of business interruption-re-
lated issues that might hold sur-

Mr. Pollard advised risk man-

agers to bear in mind that an inter-

3 *lims-2 94 9
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ruption or business does natneces-
sarily lead:oaloss c f sales but that
"proper coverage can ensure full
recovery" of otherlosses that may
result

He s=ressed that proper analysis
of the risk is necessary to deter-

:errup:ion coversge. Risk man-
agers should consider coverage for
extended-period indemnity, ex-
penses incurred to reduce a loss, in-
reased cost of working during a
ousiness interruption incident, and
pure extra-expense coverage.
Commenting on expenses a com-
pany might incur to mitigate a
business interruption loss, Mr. Pol-
lard told risk managers to remem-
fber shat coverage is available only
for expenses that insurers deem
economically justified. Further,
mitigating expenses must total less

than the loss the company would
tave suffered without such mea-

Sures.

Coverage also is available for

curred by a policyholder over and
above the norm in order to contin-

Proper analysis of the risk
is necessary to determine
tie appropriate business
intemuption coverage,
says Greg Pollard.

u€ operating during a period of in-
terrupted business. Such expenses
couldinclude the costs incurred to
fulfill contracts: maintain market
share, satisfy customers, maintain
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goodwill, accommodate employees,
secure property or simply continue
operating.

Mr. Pollard told risk managers it
is best that they look for policies in
which "extra expenses" are de-
fined as "the excess (if any) of the
total cost incurred during the peri-
od of restoration chargeable to the
operation of the insured's business,
over and above the total cost that
would normally have been in-
curred to conduct the business dur-
ing the same period had no damage
or destruction occurred.”

Risk managers also need to keep
in mind that, in calculating a busi-
ness interruption claim, an insurer
will deduct any costs a company
may have saved during the period
of disruption.

These could include reduced op-
erating expenses and reduced de-
preciation of equipment. Mr. Pol-
lard claimed the latter is a con-
tentious issue, as risk managers
and their accountants often main-
tain that depreciation is an ac-
counting expense rather than a
normal business expense. They ar-
gue that, as a non-cash item dedue-
tion from the claim, the deduction
violates the overriding principle of
indemnity. Risk managers and
their accountants also claim that
the depreciation method chosen is
arbitrary and makes many as-
sumptions.

Commenting on contingent and
interdependent losses, where the
policyholder relies on a third-party
supplier or customers, Mr. Anastasi
said it is important to make certain
that the premises of all suppliers
and customers are named locations
in the business interruption policy
or that policy wording is broad
enough to encompass them.

Similarly, suppliers and cus-
tomers should be included under
named perils so that if, for exam-
ple, a supplier's factory is devastat-
ed by an earthquake, the policy-
holder is protected.

In a final point on contingent
losses, Mr. Anastasi warned that
risk managers should take out con-
tingent extra-expenses coverage,
so that if a problem with a supplier
or customer causes an increase in a
company's costs without necessari-
ly resulting in a drop in its sales,
the company will be protected.

Another tricky area concerns
overlapping business interruption
losses, which, Mr.
warned, "increases the complexity
of a business interruption claim ex-
ponentially." The best way to min-
imize the problem is to have one
lead underwriter. If a policyholder
has different underwriters, then it

Anastasi

should press for strong joint-loss
agreements. Another condition to
avoid is idle-period exclusions,
times when losses are not covered.

A lesser problem, but one also to
be avoided, is coinsurance, which
could allow an insurer to claim
that the policyholder was underin-
sured, either intentionally or unin-
tentionally.

Mr. Pollard said the best way
around this problem is to avoid
policies with coinsurance clauses.
Other measures include suspending
any coinsurance clause in a policy,
or requesting a premium adjust-
ment endorsement that would al-
low the policyholder to effectively
overinsure on the condition that it
would get a premium rebate if its
claims were less than the insured
value.

The session coordinator was
Chris Sparrer, director of risk
management for Ericsson Inc. in
Richardson, Texas. /01
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Options available on environmental coverage

By DAVE LENCKUS

DALLAS-Risk managers have a
range of options-including tradition-
al risk transifer-for financing their
organizations' environmental risks,
according to a panel of experts.

However, all of these options pose
tradeoffs as well as benefits, the pan-
elists said.

To transfer the risk, risk managers
have a growing choice of markets for
environmental impairment liability
insurance, noted James J. Kofrnehl Jr.,
senior vp of Becher & Carlson Risk
Management Inc. and Becher & Carl-
son Insurance Services Inc., units of
Am Re Global Services Inc. in Wood-
land Ells, Calif.

EIL, which often is site- or expo-

sure-specific, covers third- and first-
party pollution legalliability, defense
costs and cleanup costs, Mr. Kofrnehl
explained during a session at the Risk
& Insurance Management Society
Inc.'s annual conference and exhibi-
tion in Dallas earlier this month.

More than $100 million of EIL ca-
pacity, which can vary by type of cov-
erage, is available, he said.

In addition, terms and conditions
now are less restrictive, as underwrit-
ers have gained a better understand-
ing of the risk and EIL products have
evolved, said Mr. Kofrnehl, who also
coordinated the session.

But only 8.9% of the organizations
that would benefit from such cover-
age purchase it, according to David
W. Bennink, vp and the head of the

risk management services unit at un-
deru-riting manager ECS Underwrit-
ing mc., an Exton, Pa.-based sub-
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Corporate America is sitting on 2
million polluted sites, many of which
could be redeveloped if their owners
purehased EIL coverage for protee-
tion against third-party lawsuits, Mr.

Bennink said.

"Some smaller accounts may have

The First

no other option but to transfer risk,"
said Mr. Kofrnehl.

For larger companies, the cost of
EIL coverage written on a claims-
made form, which prevents limits-
stacking, may outweigh the risk of
loss, Mr. Kofmehl said.

Larger companies should consider
financing their pollution risks
through a single-parent captive, even
though that vehicle does not transfer
the pollution risk, Mr. Kofmehl said.

The risk is a catastrophic peril
rather than a frequency exposure, he
noted. A captive permits formalized
prefunding of losses and serves to iso-
late those funds from other corporate
operations. A captive also facilitates

premium allocation to profit centers,
Mr. Kofmehl added.
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A captive also gihes the owner flex-
ibility in coverage design and direct
access to reinsurance. But, owners
"have to be careful in their coverage
design," he warned. "If you get too
creative, you can create your way out
of excess-of-loss reinsurance.”

Other benefits of captives for EIL
risks are that they promote risk con-
trol, allow the owner to recapture sur-
plus funds and meet various financial
responsibility requirements.

Risk managers also have to consid-
er the tradeoffs their organization
must make in establishing captives,
Mr. Kofmehl said. Those include the
associated administration costs, the
capitalization requirements and man-
agement's commitment to the facility.

In addition, estimating loss reserves
and incurred-but-not-reported claims
"will be interesting" without a history
of claims and losses, Mr. Kofmehl
said.

Participating in a group captive
could minimize some of the challenges
inherent in single-parent captives, ae-
cording to Mr. Kofmehl. However, he
cautioned risk managers "to make
sure you understand the entrance and
exit requirements” of those facilities.

Risk managers also can use finite
insurance to finance their organiza-
tions' pollution risks.

Finite coverage designs can vary
widely, but certain characteristics are

cornnnon to nnost prograrns, Mr.
Kofmehl said:

= There is limited risk transfer to

the underwriter.

* The investment income on premi-
ums paid into an experience fund is
applied toward loss payments.

* The program allows the policy-
holder to spread losses over several
underwriting years.

» The program contains profit-
sharing provisions.

» The policyholder receives part of
or all of the balance in the experience
fund at the end of the contract period.
The policyholder also can apply the
balance to policy extension options.

Some key benefits to such programs
are typically multiyear contract peri-
ods and a smoothing in of payments,
as premiums usually are paid annual-
ly, according to Mr. Kofmehl.

Another option for risk managers is
an integrated insurance program that
blends finite and traditional risk cov-
erages. Such a program provides fi-
nancing of pollution risks through a
finite risk mechanism but also gives
an organization true transfer of other
risks. The other risks would be cov-
erect by a single limit.

With a single underwriter involved
in both the finite risk and the tradi-
tional risk transfer components of the
integrated risk coverage, risk man-
agers can keep down their transaction
costs, Mr. Kofmehl said.

Divesting a property that poses en-
vironmental problems may seem like
the easiest and least costly option.
But, that move ultimately could be
expensive if the buyer becomes insol-
vent and the property-now in worse
condition-reverts to the original
owner, Mr. Bennink said.

He suggested that groups of poten-
tially responsible parties for Super-
fund sites investigate using qualified
settlement funds to avoid litigation
over liability for the contaminated
sites and to expedite remediation.

Under a QSF, parties transfer their
liabilities to a trust that they establish.
Contributions to the trust, which are
tax deductible, can help relieve pres-
sure on the PRPs' balance sheets.

A QSF also can purchase EIL cov-
erage to protect against the cost asso-
ciated with yet unknown pollution
sites, or perhaps unanticipated addi-
tional costs, resulting from changes in
regulatory standards, of dealing with
known sites.

Leslie L. Seabrook, risk manager
for Pakhoed U.S.A. in Kirkland,
Wash., moderated the session. m
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Also, employees should be advised tunng processes should prepare man- waste water holding tanks are empty And remediation comphance ef-
Yea r 2 OO O to stock up on non-penshable food, ual alternatives to ensure that produc- on Dec 31 forts should go hand m hand with
water and any prescnption drugs they tion is not disrupted -Protect against power outages by contingency planning, Mr Biown
Continued from page 3 need, he said "Think of it as a natural +« Back up computerized pay sys- arranging for temporary power gen- said "It's not either/or, it's both"
he said disaster of hmited durallon” tems by printing and stocking extra erators Hospitals, in particular, need to be
One of the key issues for all organi- Risk managers should begin a con- paychecks « Consider hiring extra security aware of any sole-source vendors and
zations is stafflng, Mr Duncan said If tingency planning offensive to devel- « Avoid cash-flow trouble between guards tc protect,qour organization's seek alternative supphers for entical
employees are personally affected by op alternative approaches that rmll customers and supphers by agreeing property m the event of widespread supphes, Mr Brown said Also, they
the Year 2000 problem outside of their ensure that all of their organizations' on average payments in advance and chaos, Mr Duncan said should look at their competitors' op-
jobs, they will be less likely to come to critical processes willl continue after by arranging extra Imes of credit Hospitals face some unique prob- erations and see whether they can be
work, he said And a deficiency in the the finst of the year, Mr Duncan said * Deal with long-term disruptions lems that shotld be addressed used if disrupbons close down any de-
number of employees working could "If you are concerned about X, why with supphers by establlshing alter- through Year 2000 contingency plan- partments
exacerbate the problem and hinder an not try YD" he suggested natives now, he said ing said Stephen F Brown, executive For example, "if you run an inten-
organization's own response Mr Duncan outlmed several possi- * Protect plumblng systems from vp and chief information officer of sive care unit and critical equipment
So compames must ensure that ble approaches, mcluding freezing by draining pipes as soon as Tenet HealthSystem m Dallas falls, it may be best to transfer pa-
their employees are aware of the Y2K + Address concerns about property the temperature drops below 40 de- Hospitals usually have several dif- tients to a competitor,” Mr Brown
problem and how it might affect them protection and alarm systems by post- grees But post a fire waten to activate ferent computer systems in operation said Thus hospitals need to build up
personally, Mr Duncan said For ex- ing employees to watch for fires and spnnklers, Mr Duncan cautioned 24 hours a day, 365 days a year, he relationships that may not yet exist
ample, employees should perhaps be testing alarm systems - Address heating problems with said Consequently, it is difficult to re- with competttors, he said
told that It IS inadvisable to travel + Consider a temporary buildup of portable heatens Also, mitigate refng- mediate and test all the possible Y2K Hospitals are particularly vulnera-
over the New Year Or, he said, com- mventories or supphes if your compa- eration problems by rentlng refriger- problems of the vanous systems, Mr ble to power system failures There-
pames may want to have extra cash ny uses just-m-time inventory or ated trailers for temporary storage Brown said "So you have to focus on fore, pnor to Jan 1, they should en-
on hand to help those employees manufacturing systems Companies - Address dlIsruptions m waste wa- things that w111 have a high impact sure that their fuel tanks are full and
whose banks suffer problems, he said with highly computenzed manufac- ter systems by making sure that all and a high probability of happening” that they have arranged alternative
power sources, Mr Brown said
Biomedical devices are entical

pieces of equipment for hospitals, and

SOLVING THE BIGGEST 4 ‘mr they often contain embedded chips

that may not be Y2K compliant, he

. e 5D L e said Tenet is addressing this problem
PROBLEMS A Rfil/ink rezz by placmg a red sticker on each of

their biomedical devices VWhen the

TAKES SOM E SWETT_ ’ : device is remediated and tested, the

red sticker iS replaced with a green
4119 sticker, he said
"If, by December, there are still red
stickers around, then those devices
come out of service," Mr Brown said
Manual procedures w11 then be used
nstead
Banks also face some critical issues
when estabhshing Year 2000 contin-
;_ gency programs, said Peter F Kovacs,
first vp, Ready 2000 at Repubhe Na-
tional Bank of New York
A key issue for banks to consider
when constructing their Year 2000
contingency plans is that all banking
procedures once were performed
manually, so there is always an alter-
native, he said For example, before
the advent of copy machines, banks
used carbon paper, before fax ma-
chines, they used the mail and deliv-
ery services, and before personal com-
puters, they used typewnters, tabulat-
ing machines and handwritten copy,
Mr Kovacs said
So, "select the vitally important
functions you carry out at your job
) and deternzine what you wlll do if the
—- 311 - -- means with which you perform these
_ tasks suddenly becomes unavailable,"
B he said
For example, if the bank's comput-
. er network goes down, programs can
be run on personal computers While
the PCs may not have the same capac-
ity, they wlll allow the bank to contm-
- ue functioning, Mr Kovacs said
© 1999 The Swett & Crawford Group. ine "The pomt is that the recovery plan
need not be as elegant as the primary
If you're on shaky ground when it comes to finding cost-effective, comprehensive coverage for your large system Your goal is to lust stay in
business," he said
or troubled accounts, you don't need a magic solution Just call Swett & Crawford. If a branch IS shut down due to a
power failure, have signs directing

For more than 80 years Swett & Crawford has been protecting the human, financial, ntellectual and physical customers to other branches supphed

assets of mega-companies, anywhere they do business No other wholesale broker has greater access to markets, by diferent power grids, he said
If a checkmg account system is af-
depth of experience or a broader base of knowledge in property, products and general . fected by a computer failure, make ar-

rangements for the critical checlang

liability, D&0, E&O and employers liability than we do. Our nationwide network system to run on the less-vital savings

of expert brokers and underwriters has hands-on expenence with virtually .,.=3,.,,.- system, Mr Kovacs said
Banks also are heavily dependent
every class of business or type of risk on the supply of cash, which often is
. R transported by air In case air trans-
That's why we're able to assist Independent agents like you solve =¥ port is disrupted in the first week of

. . 2000, banks should they h
your toughest problems Our pre-underwriting process, which balances , anks should ensure they have

extra supphes of cash on hand at their
limits and exposures with deductibles and SIR options, is designed to pro- branches, he said
Also, if automated teller machines

vide carriers with a better understanding of the risk and offer them more ways to fall to function, banks should be able

react positively to a submission —— to keep branches open 24 hours a day
to ensure that customers have access

So when you've got difficult to place risks, call your nearby Swett & Crawford office to cash, Mr Kovacs said
Also spealang at the session was
We'll keep you out of troubled waters. Swett &Crawford Dave Taylor, of excel communica-

www swett com

tions Year 2000 project at Perot Sys-

Atlanta < Bell,ngham < Boise « Boston « Cincinnati = Clearwater « Dallas « Denver « Detroit « Fresno * 3reensboro « Houston tems Corp m Dallas

Los Angeles « Miami « Minneapohs « New York « Philadelphia « Phoenix « Portland « Richmond « Salt Lake City - Seattle « St .outs Greg Dodd, nsk manager at Perot

Systems, coordinated and moderated

the sesmon Ell
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Identifying and achieving your focused solely on the alternative Iir =
rapidly changing business climate has benefited our clients time C OLD REPLBLIC
requires more than good planning. It  and again. |||'* * * * Risk Management, Inc.
also requires an intimate knowledge To learn more about how you . ) ) )
of the alternative risk market. might benefit from this focus, Specialists in the alternative risk market.

For more than 40 years, Old see us at www. orrm.com or

Republic Risk Management has call 414/797-3400.
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PHOTO: MICHAEL MARCOTTE
The Spencer Educational Foundation Inc. receives a check from charity goH
tournament sponsor Arthur J. Gallagher & Co. From left to right William E.
Drum, chairman, Spencer foundation; Dean Shrable, tournament organizer
for Arthur J. Gallagher; Patrick J. Gallagher, CEO of Arthur J. Gallagher;
Allen D. Silverstein, member, Spencer foundation board of directors.

Future

Continued from pige 3

suspect we will see some of these
e,. olve to some alternatives for cor-
porate issl_ei-s," MI-. McCartity said.

Integrated programs, meanwhile,
provide risk mar. agers a way to re-
duce administr-]tire costs by
bundling multiple layers of' coverage
and multiple polizies into a single
rrultiyear prograr.

Such piograms also allow the risk
manager to devol c time to risk man-
a gement that would otherwise have
been spent buyirg insurince, Mi-.
3.lcCarth> said.

The prcgrams advance an overall
r..k management strategy. Mr. Me-
Carthy said, because their custom
design mi kes then part of a process,
r.ther thin simpls a product

"Most buyers inal put in place a

program of this niture are -hinking
aboit what they'ro doing next," he
saic

While such inki;rated Frograms
may bp the future of risk manage-
ment. :oday's sof. market reverthe-
less makes them a hard sell for some
risk managers.

The session's m )derator. Edward
E. Ur_derwood, director of Esk man-
agenent at The Gillette Co. in
Boston, noted that his company has
"a very traditional well-placed in-
surance program " Although Gillette
studied the implementation of an in-
tegrated risk program, it opted to re-
mair__ with its traditional approach
for niw.

"It has a lot to do with the soft
market,” Mr. Untewood said.

Integrated pro-fiams intuitively
make a lot of sense.” the G_ llette risk
manager said. "But we have a phi-
losopny that whfan insurance is

cheap. you buy it, and when the
mai-ket hardens, you look for alter-
natives.”

As they do begin to examine allei--
natives and move into enterprise
risk management, though, risk man-
agers can use mot-e complex and so-
phisticated analytical tools than

Each risk remediation

strategy 'has its own
unique cost-benefit
analysis,' says
Gregory H. Berg.

were available in the past, said Gre-
Kory H. Berg, a principal at Tilling-
had-Towers Pei-i-in in Weatogue,
Conn.

Risk managers using these tools
"are trying to answer the question
'Do we need a particular insurance
product' and 'If we're going to con-
sider a particular insurance product,
does it add value? Mr. Berg said.

In assessing various risks, the unit
of measure will vary depending on
the exposure, Mr. Berg said. For ex-
ample, in analyzing fire risk, the
measure will be the cost in dollars of
potential property losses. The risk of
new competition, though, will be as-
sessed in terms of percentage of
market share that could be lost.

Once the risks are analyzed, "the
next step in the process is to identify
a portfolio of risk remediation
strategies," Mr. Berg said. "This sets
the stage for portfolio optimization
from a risk management stand-
point."

Adopting an approach similar to
the way in which a company's trea-
sury department structures its in-
vestment portfolio, the risk manager
begins to assemble a risk remedia-
tion portfolio.

"Each risk remediation strategy
can be implemented at different lev-
els," Mr. Berg said. "Each of these
remediation strategies has its own
unique cost-benefit analysis."

Using the same sort of portfolio
optimization techniques applied in
the investment area, the risk manag-
er can determine which strategies to
apply at what levels, producing an
"efficient frontier” of risk remedia-
tion strategies,

"This is the application of modern
portfolio theory into the world of
risk analysis," Mr. Berg said.

"Is any of this analysis really tak-
ing place in organizations?" he
asked. "The answer is 'yes.' Howev-
er, as companies have embraced this
enterprise approach, they've decid-
ed to start small.”

Some companies have started by
selecting one particular financial ex-
posure to bring into an integrated
insurance program, Mr. Berg said.
Others ease into the strategy by first
applying an integrated approach to
a subset of their operations or to a
single risk management activity,
such as risk quantification.

But Mr. McCarthy said lhat inter-
est in integrated programs is grow-
ing and that he expects them to be-
come more commonplace. For vari-
ous reasons, though, including the
need to bring together the separate
"silos of expertise" in an organiza-
lion to make such a program suc-
ceed, the involvement of top man-
agement is essential, he said.

"Management support has typi-
cally been critical to bringing to-
gether the resources in your organj-
zation to implement an integrated
approach," Mr. McCarthy said.

James S. Ely, assistant vp-proper-
tv/casualty communications at
CIGNA Property & Casualty jn
Philadelphia, coordinated the ses-
sion. [a]l
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Recall coverage called key for smaller companies

By DOUGLAS McLEOD product designed to cover consum- Those who should look at it, he ed to tampenng or accidental contam- and costs of any product redesign
able items, such as food and pharma- added, are virtually any companies matlon, and bodily m]Uly and proper- arising from the recall

DALLAS-While large corpora- ceuticals that produce, sell, package, label or ty damage losses The time to develop recall response
= Product recall insurance and distribute anything mtended to be Risk managers whose companies plans and to put procedures m place is
recalhng contaminated food products, product recall hability insurance, consumed This group ranges from face product recall exposures need to well in advance of a loss-not in the
those costs can bankrupt smaller which is designed to cover first-party food growers to animal feed supphers deal with a number of issues, he said midst of a recall crisis, Mr Bryan sug-
companies without recall insurance expenses and third-party habilities, and restaurant supply firms The first is to assess the level of ex- gested "Any preplanmng you can do
respectively, related to "durable” In general, MFr/AC insurance is m- posure, and this process requires risk here really is key," he said

tended to cover a range of costs ans- managers to work with their compa-

tions may be able to bear the costs of

coverage

In January, for example, South-
field, Midi -based Thorn Apple Valley
Inc filed for Chapter 11 bankruptcy '’
protection after being hammered by 1
costs of recalling about 30 milhon : r AIL 441 curred by customers, expenses of m-
pounds of possibly contammated )

meat and poultry products, noted@ <1in I NUgI nm
Donald H Bryan, Chicago-based

Top management should be in-
1 mg from a tampering or recall mci- mes' vanous busmess units to develop volved in the plans throughout and

[Im[O 1 7 5 4 dent These |nC|Ude possible loss scenarios and produce should take a lead in responding to a

« Direct recall costs and costs in- probable maximum loss estimates
Mr Bryan advised that companies 'They are defmitely the key people
spectmg, withdrawing and destroying form a product recall task force whose and have to lead the effort," Mr

V contaminated products, and mere- members all understand their roles in Bryan said
mental costs of replacing products a recall incident Task force members Issues risk managers should consid-

+ Loss of expected pretax net in- should be responsible for dealing with er m examining recall exposure also
goods, such as auto parts or sprmkler come resulting from a recall pubhc relations, outside legal counsel, Include

recall once it occurs, he added

managing director of Marsh, the bro-
kerage unit of Marsh Inc

"The smaller you are and the more heads « "Restoration"” costs incurred in re- plans to deal with regulatory bodies, - Exposures created by new prod-
risk management and insurance is- uct lines picked up in mergers or ac-

» Reasonable costs of "crisis man- sues and loss quantlfication

you depend on one particulai prod- The maiket for so-called MPT/AC building previous sales volume
uct the more signihcant this cover- coverage is much broader than the
age and this exposure should be in "emergmg" market for straight prod- agement" consultants Maintaining paperwork to docu- «Third-party hablhtles m the event
your eyes," Mr Bryan said during a uct recall insurance, with higher lim- The policies typically do not cover a ment losses from a product recall is of a recall If a company supphes com-
session at the Risk & Insurance Man- its and comparatively lower rates number of other nsks, though, melud- crucial to any Insurance recovery on ponents to another manufacturer, foi
agement Society Inc 's annual confer- available to cover consumables, Mr ing changes in economic conditions or the loss, he said
ence and exhibition in Dallas earlier Bryan said consumer tastes Companies, Mr Any calculation of a recall's eco- that company if recalled components
this month Current capacity available for Murlick observed, should not expect norme unpact should include investi- disrupt the manufacturer's busrness

The problem is not going away, he 1V[PT/AC coverage from Insurers m recall coverage to help them pull out gation costs, loss of Inventory for the - Exposures arising from promo-
added In 1996 alone, the U S Food the United States, Bermuda and Lon- of a hne of busmess they no longer contaminated product or its ingredl- tional items or pioduct inserts A de-
and Drug Administration ordered re- don is about $375 imllion, according want to be in ents, costs of transporting, stortng and fective product Insertin cereal, for ex-
calls of more than 3,000 consumable to figures prepared by Mr Bryan and Because intentional violations of destroymg the product, refunds to ample, could lead to a recall even if
products, he said Bradley D Murhek, associate nation- law or regulations also are not cov- customers and lost business if cus- the cereal itself is fine, he noted

"It happens It happens frequently, al director of business insurance con- ered, pohcyholders should negotiate tomers switch to another suppher, - Employee-related costs, such as
and the dollars are getting larger and sulting for Deloitte & Touche LLP "severabillty” clauses that prevent cleanup costs at company and cus- costs from layoffs that result from a
larger," he said m Chicago them from being held hable for illegal tomer facilities, costs of correctmg a recall

He divided the market for recall-re- 'The cost is coming down, and actions of employees or middlemen pioblem, such as supplymg replace- Yvonne Tanak, risk manager of
lated covenage into two components there are more players in the market operating outside the scope of their ment products, advertising, pubhe re- Dallas Semiconductot Corp, moder -

+ Malicious product-tampering and It's still expensive, but not as expen- jobs, Mr Bryan advised lations and other "brand rehabilita- ated the session Rebecca Szele, senior
accidental contammallon Insurance, slve as It was" two years ago, Mr

qulsittons

example, it may incur liabilities to

which is a relatively well-developed Bryan said

Build a simple program

Integrated insurance can make construction claims easier

By MICHAEL BRADFORD ject that requires pamiang," suggested Ralph
A Scoles, corporate dimctor of nsk manage-

DALLAS-Complex construction ment at Jupiter Realty Corp m Chmago The
claims can be made simpler with an insur- color of the paint to be used is closely identi-
ance program that mtegrates many of a con- fled with the busmess that wlll be housed
tractor's coverages, an insurer contends there-a logo color, for example

"l think a lot of the issues that create cov- "You pick a color that's a shade off," said
erage problems anse from the fact that you Mr Scoles "The owner demands that you
have a whole senes ofinsurancepohcies that repaint theentireproject"-a rmstake that
rmght respond,” said Michael Markman, often is not covered
president of Zurich-Amencan Construction And, regarding the contentious issue of
construction defects, he said that "although
That leads to a lot of speculation and de- they often are regarded as uninsurable, they

in Minneapolls

Also not covered are losses from tion" costs, customer Incentive pro- manager with Deloitte & Touche ill
product deterioration that is unrelat- gram expenses, legal costs and fines, Dallas, coordinated the session EIll

Early risk management input
advised in global projects

By EDWIN UNSWORTH engineering, piocurement and construction con-
traetoi, the lender, or the host government
DALLAS-Risk managers of compames un-
dertaking global proiects should get involved as to have an owner-controlled Insurance program,
early as possible m the planning of such ven- Including dunng the early englneenng, procure-
tures to ensuie both a reduction of risks and the ment and construction phase, m which his com-
best terms and conditions foi any insurance pany, not the contractor, has say over msurance

Mr Whitaker said one of his key concerns is

coverage and rlsk management issues That way "we can
"The sooner you can get involved in your pro- then stipulate the cover and control the costs "

ject if you're a risk mana-

ger the better off you will

be And it will help us to ," /li '

Another consideration he ad-

dressed dealt with the possible

R .
insurance-related demands a

layas insurers try to work out which pohcy can be insured However, the coverageusu- achieve better pricing for 'i [IE(% [1®1)1) lender may impose ona global

will pay, Mr Markman not- ally is costly "

ed You wm some claim dis-
. - LiPr,

Speaking as a panehst putes and you lose some,
at the Risk & Insurance ' ilr accordmg to Luke A Hal-
Management Society ley, senior regional man-
Inc 's annual conference , 1 LW|© ager with Halhburton Co

and exhibition in Dallas, m Houston

Mr Markman asked The energy company

lost a coverage dispute
when its msurer refused to

"Does it make more sense
to have a single msurance
company providmg all coverages," so that pay after hghtning struck conciete pounng
the only questions are whether a loss is cov- equipment at a Halhburton facihty The
ered and what damages should be paid? damage delayed the project and caused the
Zunch-Amencan is attempbng to address concrete to harden improperly
the issue of integrabon with a program that At lunch with his insurer, Mr. Halley was
includes a "fairly broad builders nsk" cov- told he had no claim on the $2 milhon to $3
erage, Mr Marknnan noted Marme cargo, milhon loss because the pouring equipment
general hability, environmental hability, was owned by a subcontractor
workers compensation, performance risk, But m another instance, Halhburton
polltical risk, property damage and con- fought hard and won coverage that an msur-
structlon delay coverages are part of the pro- er said was excluded on a part that failed on
gram an 011 well In Borneo
Buyers should be prepared to take a "very As a result of both coverage disputes, ex-
signihcant retention" with such a program, clusions were reworked in coverages to en-
Mr Markman advised "You ought not to be sure damage from such Incidents are cov-
looking for broad-based insurance cover- ered, Mr Halley noted
age" such as the integlated construction pro- Mr Scoles of Jupiter Realty pointed out
gram "for a $25,000 deductible," he said that"there really is no such thing as an unin-
Two other panelists po]lnted out some of surable nsk It's simply a matter of how
the d:fficult exposures contractors face, much premium you're golng to pay to get the
some of which are covered under typical coverage "
builder's risk policies Risk managers need to Stephen V Blackburn, vp at Near North
examine their policies for any gaps that Insurance Brokerage Inc in Dallas, coordi-
might exist m coverage, the panelists said nated the session Mr Scoles was the moder-
"Assume you are constructing a large pro- ator

you," David Scott, general , project

manager of Cox Power Ser- talf "More times than not, we
vices, a London-based Insur- 4 find ourselves at odds with the
er, said during a session on

global projects at the Risk &

insul ance side of the lenders, -
said Mr Whitaker
Insurance Management Society As an example, he cited a fre-
Inc 's annual conference and exhibition in Dal- quent demand made by lenders for insulance
las earher this month against start-up delays of frequently 24 months,
Bill Whitaker, vp of risk management and that msurance piovides for payments to be
property taxation for Sithe Energies Inc of San made to the lender even if the project falls be-
Diego, agreed that risk managers should be hind schedule Mr Whitaket said that based on
brought in early ' We're seeing risk managers its expenence, Sithe Energtes thinks t}us penod
more and more brought in at an earhel stage, " IS excessive, but that nevertheless companies
he said can be foiced by lenders to take out the cover-
Mr Whitaker, who moderated the session, age for the longer penod and to pay more than
emphasized that the risk manager must have a they think necessary for the insurance
say in certain agreements relevant to global pro- Mr Whitaker also mentioned the importance
lects The elements the risk manager needs to of considering insuring supply lines, as disrup-
consider include the anticipated demand for tions or delays In transportation and dellvery
product to be produced at the new facility, cur- can senously affect a project's viability
rency regulations, particularly any which might Outlining what an insurer looks for at the
hmit repatnation of revenues, local laws and start of a global project, Mr Scott said he would
regulations, partner selection, and possible re- normally sit down with a team of five to six un-
Strietions, particularly in heavily regulated or derwnters to examine all the risks The under-
newly emerging countries, on ellgible providers writers' objective m such a meeting is to get a
of insurance clear idea of the scope of the projects and equip
Global project risks and the allocation of such themselves with the mformation necessary to
risks will vary during the three main stages of underwnte the risks The underwriters mvolved
any project, emphasized Clyde Fritz, senioi vp- typically would deal with political risk, manne
global power group, for Marsh Inc m New transport, construction, operations, and casual-
York ty, he said
Breaking them down Into the development, Michael Golden, the Stamford, Conn -based
construction and operational phases, Mr Fritz managing director and chairman of the global
outlined the various nsks and said considera- industry specialty practice of Marsh, the bro-
tion has to be given also to who will be respon- kerage umt of Marsh Inc, coordinated the ses-
sible for insurance decisions the developer, the mon
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Construction Wrap-Up coverage

NE witness said it sounded like a bomb exploding. Then came the chaos. The flre trucks.
People running. Workers injured. But that's where the story begins, not ends. Because the
repercussions for you are enormous: the replanning, rescheduling, the millions of dollars
worth of materials and labor, not to mention the lost time injury.

How could you have expected it? You couldn't.

This is the real world companies live in. Complex, intricate, often overwhelming. When
things go wrong, they go wrong on a large scale. And if your company is not properly covered,
the world becomes an ugly place.

How can AIG help? By doing things others can't. By taking what you know about

insurance and turning that notion on its head.

VVho iInsures

. Take our Construction Wrap-Up coverage. We see our job as more than merely the
traditional coverage of risks such as workers' compensation, commercial general liability and
automobile liability. Our goals are simple: prevent, cover, mitigate. Which means our dedicated
team is on-site, working closely with your people to provide highly focused safety and loss control
programs, flexible, tailored underwriting, and efficient, skilled claims management from day one.

What's more, the AIG Companies can help you consolidate the massive insurance
needs of large-scale projects under one policy, through integrated product offerings such as
casualty, excess, professional liability, builders' risk, pollution coverages and surety, helping
you to eliminate gaps and save time and money.

We've built our reputation on fulmling promises. Which is why we've grown in 80 years
to become one of the world's leading insurance organizations. And because that reputation is
solidly backed by Triple-A-rated financial strength, you can rest assured that the AIG Companies
will be there for you.

Perhaps our greatest strength lies in our ability to tackle problems others shy away from.
So no matter what the risk, no matter where the risk, the AIG Companies possess the experience
and sophistication to custom-tailor a policy that places a buffer between you and the unexpected.

Call your broker or e-mail us at david.schwartz@aig. com to find out more about our

Construction Wrap-Up coverage.

What's the worst that could happen? That's what we think about every day.

WORLD LEADERS IN INSURANCE AND FINANCIAL SERVICES

ALL FORMS OF COMMERCIAL INSURANCE « PERSONAL AUTO AND HOMEOWNERS INSURANCE « LIFE, ACCIDENT 4 \ I G
AND HEALTH INSURANCE « RETIREMENT PRODUCTS AND MUTUAL FUNDS THROUGH SUNAMERICA « WWW.AIG COM

Insurance coverage provided by member companies of American ntemational Group, Inc. ssuance of coverage is subject to underwriing Please refer to the actual poliy for a complete desciption of scope and fimitfions of coverage.
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to implement the plan

« Orgamzmg and documentmg the
recovery plan This phase features de-
velopmg a continuation plan docu-
the size of the company, over a penod easy to use and maintain and inex- more interviews at company loca- ment and creating an organizational
of no more than mne months, to en- pensive to put mto action after a loss tions, a review of operations reports structure for executing the plan, in-

DALLAS--Risk managers need to sure the plans are not outdated bythe "If you can't give it to asecretary to and coverages and a description of cluding formationof disaster recovery
assist m creatmg business continuity maintain, it's too comphcated " possible recovery strategies teams for each company location
plans to help thelr companies recover Everyone from secretaries to plant -Strategic planning, aimed at ana- « Testing the plan and providing for
from disasters rangmg from terronst ' secunty personnel and a company's lyzmg company requirements, identl- training of company personnel and
acts anq fires to plane crashes, an ex- vendors should be aware of the plan fylng options and recommending a re- mamtenance of the plan
pel'lt ad"'ses' ) Risk and be mvolved m testing it, she said covery strategy Options could in- Compames should test the efficien-

You can't prevent disasters from Ms Redmond outhned five phases clude, for example, the use of a "hot cy of their disaster plans often, but
happening, but you can minimize the Mallage m ellt for compihng and unplementmg a site,"ora facility already set up with "don't create a disaster doing a test,"
disruption,” Michael C Redm‘?”d’ a busmess continuity plan the equipment and company data A/ls Redmond said, warning that com-
semor manager with Deloitte & « Prehminary review and impact needed to continue operations, or a panies should not completely shut
Touche LLP m New York, said this time they are implemented, she said analysis The review, aimed at under- "warm site," to which a company themselves down to run such a test
month at the Risk & Insurance Man- Risk managers should work with standing the company's operations would have to brmg its own equip- She recommended testing about a
agement Society Inc 's annual confer- their companies' chief mformation of- and locations, would mclude mter- ment to use eastmg hookups quarter of a company's operations at
ence and exhbition m Dallas flcers, and top management should views with management and review Planning should melude cost esti- a timeover about a year

The goal of continuity planning, Ms support the effort, she advised such eastmg documents as organiza- mates and comparisons of the cost of Terry T Yamada, assistant vp and
Redmond said, is to identify entical "One of the key problems is that tion charts, floor IaKouts and commu- drfferent options against their loss claims coordinator for Caltex Risk
operations and form a cost-effective people don't (talk to) the chief execu- nicattonsand network diagrams mitigation potential Management Services Corp in Dallas,
plan to restore them after a disaster tive officer, the chief operabng officer, The impact analysis, aimed at iden- Finalizmg strategy, the phase in moderated the session, and Jonas

Plans should be developed by teams the chief financial officer,” she said 1*ing risks and the threat of diferent whmh a company decides on a recov- Samsioe, a manager with Deloitte &

Continuity plans ensure disaster recovery

By DOUGLAS McLEOD

RIMS 1999

of four to eight people, depending on

Present policies cover Y2K

By DAVE LENCKUS surers can be expected to argue, Ms Masters said
But m other contexts, courts have rejected that
DALLAS-As businesses race to make comput- argument Courts have ruled that the insurance

er systems Year 2000-comphant before New Year's covers acts by the pollcyholder m its professional

Day, risk managers do not have to rush to buy spe- capacity that have led to a lawsuit

cial Y2K coverage in case com- - Product habilib Insurance

puter programmers don't beat - First-party property msur-

the clock, two pohcyholder at- L ance

tomeys contend RIMS 1999

= Inland-marine msurance

"You can use your present
insurance assets to cover Y2K

In addition, nsk managers
should investigate how their or-
ganizations may be covered by
erage problems may arise, said other companies' coverages, Ms
attorney Robert M Horkovich Masters said Those coverages may

Risk managers also should not be overly con- provide a defense and Indemmty without de-
cerned about recent insurance Industry efforts to ductlbles, self-insured retentions or comsurance
fight covering millennium bug losses, attorney Such external coverage includes additional-m-
Lorehe S Masters asserted during a session at the sured endorsements, loss payee endorsements, in-

Risk & Insurance Management Society Inc 's annu- demniflcations called form contracts and hcense
al conference and exhibition in Dallas this month

problems," though a few cov- Insurance

agreements, and warranties
"It is a certainty that Y2K problems will occur,” Ms Masters said the Insurance Services Office
said Mr Horkovich, a partner with Anderson Kitll Inc supports pollcyholder attorneys' proposition
& Ohck P C of New York He noted that milhons that poheyholders already have Y2K coverage
of faulty microchips stll w]11 be m use in devices on Along with the three exclusions to the CGL policy
New Year's Day, even if companies manage to re- that ISO began submittmg to insurance regulators
place 99 9% of the bilhons of faulty microchips in 1997 (BI, Dec 15, 1997), ISO submitted an ab-
Mr Horkovich, who coordinated the session, not- stract stating that "there is presently no exphcit
ed Y2K problems already have occurred and result- treatment of the Y2K exposure with the CGL "
ed in litigation among softwam customers, vendors She also said ISO advised insurance agents to of-
and at least one insurer (Bl, Dec 14,1998) fer"an unendorsed standard CGL or product ha-
Despite U S companies' efforts to fix the prob- billty form" when they want to sell a CGL rnsur-
lem, businesses still may suffer losses because of ance pohcy that provides the broadest coverage
problems caused by vendors and others that are out avadable for Y2K claims "ISO has clearly support-
of the companies' control, Ms Masters said ed our side of the issue here," Ms Masters said
In those situations, nsk managers already have But, the preamble m GL pohey endorsements m-
coverage that should respond Indeed, in docu- surers are offering say that the endorsements only
ments filed with federal seeunties regulators and m clanfy existing Y2K coverage restrictions
letters to pollcyholders, insurers either have stated Mr Horkowch noted Insurers used a similar ap-
or at least have suggested that the industry wilU ab- proach when they started addmg pollution exclu-
sorb at least some Y2K-related losses, she said sions to the CGL The New Jersey Supreme Coud
Pollcyholders, she said, should look for coverage ruled m 1993 that approach was an mdustrywide
m several places effort to dupe regulators so insurers would not have
« Commercial general hability insurance The to reduce premiums even though they were reduc-
CGL pohcy should cover clarms for bodily mjunes, mg coverage, he said
personal injuries such as mental anguish, thrd- Whille insurer attorney Scott J Natnan took Issue
party property damage and advertising miuries with the analogy, he blasted Insurers for calhng the
Another benefit is that CGL insurers are responsi- exclusions clanfications "That's insanity, and we
ble for defense costs, Ms Masters said all know it," said Mr Nathan, a partner m Nathan
* Business mterruptton coverage Insurers can be & Voltz P A in Frankhn, Mass "The pohcy either
expected to fight the policyholder argument that a stands on its own or it doesn't "
Y2K problem in computers amounts to property However, he asserted, msurers wlll nghtfully
damage that interrupts business operations, she raise the issue of fortuity before paymg claims He
noted Pollcyholders shll should fully document the predicted that Y2K-related claims wall be decided
size of their losses and the period of interruption case by case, based on whether the policyholder
begmang when property was damaged and ending tned to remediate its problem early or waited to
when the property could be repaired or replaced start unt1 mid-1998 and then did not apply reason-
« Directors and officers habihty insurance Exec- able resources to the problem
utives may be concerned about shareholder suits He said busmess has known about the Y2K prob-
that contend executives mismanaged the compa- lem for years but some decided their capital was
ny's computer remediation project or that the com- better spent on Improving products and services
pany failed to adequately disclose the problem's rather than fixing their Y2K comphance problems
magnitude Current D&O pollcy wording would "At some pomt, that's no longer an accident,"
cover losses based on those arguments as well as said Mr Nathan, refemng to losses stemming from
fraud allegations agarnst companies that erro- the computer millennlurn bug
neously stated their systems were Y2K con*ant Mr Horkovich advised Ask managers to use therr
« Errors and omissions hability insurance for leverage m the soft market to "negotiate the heck"
consultants and other professional service out of the Y2K exclusions their msurers may at-
providers Insurers may deny coverage by arguing tempt to impose
that the E&O pohcyholders knowingly Installed Scott K Lange, chief knowledge officer for mfor-
flawed systems for their chents Such an act is not mation system vendor InQuisLogle Inc of Stam-
negllgent and therefore should not be covered, in- ford, Conn, moderated the session

A good continuity plan should be disaster scenarios, would include ery option and makes arrangements Touche, was coordmator

A word with counsel

Pay-for-performance deals cut attorney costs
By MICHAEL PRINCE

well as a sense for how much it costs to
handle each case of that type The lawyer
DALLAS-Lawyers You can't do with- then can charge a fixed fee to handle each
out them, and you have to pay them But of those claims, giving the chent pre-
you don't have to overpay them, two dictability of costs Under such an ar-
speakers say rangement, the attorney has an mcentive
Rather than pay defense counsel on an to resolve cases quickly
hourly basis, risk managers should create That way, the risk manager and attorney
alternative fee arrangements that pay at- can focus on resolvmg the claim against
torneys for performance, not for runnmg the nsk manager's company, "rather than
the clock The goalis to have the attorneys focusing on bills," Mr Clano said
focus on claim resolution and not on One drawback is the defense attorney
bilhng, said Mar-o Ciano, managmg part- might settle cases too quickly, perhaps by
ner with law firm Remin- agreemg to arnounts
that are too high But
this problem can be

ger & Reminger in Cleve-
land, dunng a session at
the Risk & Insurance

RIMS 1999

eliminated if the
Management Society chent is famlhar with

. Claims
Inc 's annual conference

the claims and agrees

and exhibition m Dallas only to settlements

Management

Under the most com- that seem reasonable

mon billlng arrangement, Vanations on the ar-
chenl-insurers, third-party administra- rangement can be created, such as settmg
tors or pohcyholders-request monthly a fixed fee until a tmal begins, and then
bils from their attorneys defending claims paymg an hourly rate durmg the tnal Un-
Bnling is based on hours worked, not on der another variation, the attorney can be
results obtained, Mr Ciano said As a re- given a bonus if the settlement or verdict
sult, "you get exactly what you reward " comes in below a set figure, he said

Under this system, law finns began hir- Taking the strategy to an extreme, ar-
mg and evaluating attorneys based on rangements can be made for attorneys to
ability to bill hours rather than dellver re- handle every case in an area for one over-
sults "The whole focus got out of whack all fixed fee With this strategy, "the chent
and is st,ll out of whack," he said has total predictability of cost," he said

In response to concerns about over- But, the speakers cautioned, fixed fee ar-
bilhng, clients began reviewing bills and rangements are not possible for every or-
providing detailed guidelines to control at- ganization For those with only a handful
torneys' behavior The result, Mr Ciano of cases m a certam area, the volume is too
said, has been a loss of trust in attorneys low to use a fixed fee But the organization

Chents also have hired legal auditors to can request that its msurer adopt a fixed
review attorney bills But, attorneys have fee arrangement with its law firms
become adept at wordrng buls that get past Ms Farnham said a nsk manager can
the auditors, said Ehse Farnham, execu- msist that an Insurer adopt such a policy,
tive vp m the Atlanta office of Carson- liE the insurance company refuses, the risk
Brooks Inc, a htigation management finn, manager can consider changing msurers
and president of the National Assn of In- But she cautioned against workmg only
surance Won'len with firms that offer the lowest pnces At-

Auditing produced neghgible savings torneys need to make a reasonable proht,
"Sure, there were savmgs, but they're nick- or their relationships with clients avall sour
els and dimes,"” Mr Ciano said And the lowest-pnced law firm might try

In addition, constant monitoring hurt other means of making a proht, she said
attorneys' morale and estranged their Ftxed fee arrangements won't work with
chents, without producing better claims every law him, agreed Mr Ciano "Thls is
outcomes "The camers and nsk managers something you do with people you already
got exactly what they wanted but not what know well "
they needed," Mr Ciano said If attempted with unfamihar attorneys,

A better approach is to reach alternative the firm might use mexpenenced attorneys
fee arrangements with trusted defense at- on cases or fall to act aggressively to wm
tomeys, both speakers said Ideally, the ar- cases Therefore, a nsk manager must be
rangement gives the attorney an Incentive confident of the firm's integnty, he said
toresolvethe case in the shortest time with The agreement with the law fmrn should
the least cost The key is to make attorneys state that certain lawyers will oversee the
share the nsk of the case This, Mr Ciano cases And if the service is unacceptable,
said, MIl make them more innovative the firm can be fired, he said

One common fee arrangement is paying Gisele Posey, director of workers' com-
a fixed fee for handhng a certain type of pensation for Yellow Freight Systems in
case An expenenced attorney can develop Overland Park, Kan, moderated the ses-
an expertise for a specific kind of case, as sion
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Set priorities now to help
avert Y2K liability: Professor

By ROBERTO CENICEROS trast, the risk manager will look for exposures

such as a "hold harmless" agreement that was
DALLAS-Although the Y2K clock is ticking, it placed m a contract to allow potential plaintiffs to

is not too late to implement risk management safe- reach into the deep pockets of a defendant's insur-

guards that could limit a company's liabilities to ers

customers, investors and business partners, ex- In attempting to stem Y2K habtlity and protect

perts say

Privae¥i at issue
IN commuhnication

By GAVIN SOUTER formation transmitted casually be-

tween managers to support employ-
DALLAS-INncreased use of elec- ment lawsuits, added Ms Davis

tronic communication and the In- "So you need to be careful in what

ternet raise several privacy issues you say in e-mails and be aware

directors and officels, a risk manager must ask ; that employers must address in an that it's something that can be used

And the sooner a company starts preparing for tough questions and demand good answers about 1 effort to avoid employment-related at a later time," she said

potential problems, the better off It W111 be when what steps have been taken to make the company ' lawsuits, two lawyers say

To reduce the risk of liability, or-

defending against Y2K-related lawsuits, they Y2K compliant, added Joel Campanella, 1 Many employers believe they have ganizations should institute an e-
added vp/worldwide practice leader-professional and fi- 1 the right to access e-mail, voice mail mail policy and distribute it to all

Even if there IS not enough time
for a company to complete all
Inc in Charlotte, N C

Do not just accept simple an-

steps to eliminate the impact of

Y2K, It can soften potential RIMS 1999

problems by setting priorities to swers such as "it will work," or

ensure that the most important -Risk "we are working on it," Mr Cam-
issues will be addressed, said panella warned
Edgar J Leverett Jr , professor Management Ask questions that will help

emeritus in the risk manage- document that specific action was
taken, he advised He encouraged
ty of Georgia He was speaking at a session of the risk managers to make inquii ies such as When
Risk & Insurance Management Society Inc 's an- was the action taken? Is there a timeline that
nual conference and exhibition m Dallas shows who was involved in compliance projects

and when they took action? Were actions priori-

ment department at the Universi-

"Maybe we don't have as much time as we did,
he said "But there is one thing for sure-you still tized, and were solutions tested? How did the test-
need to get started, regardless if you finish or not " ing go? Have you ensured that your "mission criti-

Most importantly, companies should lecognize cal" systems will be operational and sustainable’i
that risk management steps must be taken, he Risk managers also should ask whether Y2K
said compliance experts were hired "Reliance on ex-

"Do not think for a minute that (plaintiffs) legal perts is a valid defense" m habillty suits, Mr Cam-
firms do not already have complaints drawn,"” Mr panella said
Leverett warned "They have them drawn and When obtaining insurance coverages that might
stored in their computers, and they are Just wait- be affected by Y2K issues, risk managers must
ing for the opportunity to file " take the Initiative, they must not allow insurers to

The flist step is to evaluate what can be lost and dictate how their coverage needs are presented,
what must be accomplished to prevent loss Mr said Larry A Warner, risk manager for candy
Leverett suggested forming a remediation team manufacturer Mars Inc in MeLean, Va
constituted of technical experts and personnel Do not rely on an insurer's Y2K questionnaire,
from various company departments, such as man- Mr Warner advised

agement, finance and legal "Insurers are going to give you their question-

nancial risks commercial insurance , and Internet use by their employees, employees, Ms Outwater said
for Royal & Sun Alliance USA f but unless they are careful, they

The policy should state that e-
could breach their mail should be used
employees' right for business pur-
poses only If em-

ployers explicitly

to privacy, the RIMS 1999
lawyers warn

At the same

-9-=D I

gal/

Legislation

state this, courts
time, they add, will be more likely
accept the right of

ennployers to read

employees can use
e-mails sent inter-
nally between man-

agers as evidence in employment- she said However, as part of its pol-
related sults

employees' e-mails,

iey, an employer should state its le-
Only by instituting an electronic gitimate business purpose for moni-
communication policy and sticking toring e-mail, Ms Outwater said
to it can employers avoid potential While there have been few cases
liabilities, the two lawyers said at a alleging invasion of privacy over the
session of the Risk & Insurance use of voice mail, employers that
Management Society Inc 's annual wish to access employees' voice mail
conference and exhibition, held in should also have a written policy,
Dallas earlier this month she said
"A lot of times an employer may Employers should have similar
think it'S a good idea to go groping policies stated and communicated
through an employee's desk, e-mail regarding Internet use, Ms Outwa-
or flles, but there are expectations ter said
" "A lot of companies do audits on
an employment lawyer based in Los Internet use and find an extraordi-
Angeles nan, number of hits on pornograph-

of privacy," said Roxanne A Davis,

E-mail risks in particular are be- le sites," Ms Outwater said

coming an increasingly important If an employer has not established

Risk managers' Input is most Important to reme- nalres, based on their experience of how they are , issue for employers as it becomes an Internet-use policy and required

diation teams, because they have spent time devel- addressing the Y2K," he said "l looked at one of
oping cnms management procedures, Mr Leverett these when | first got started last year, and | said,
said For example, risk managers have been 'Golly, if | answer this, they are going to think we
trained to consider the status of supphers and cus- are the most 111-prepared company out there ' The
tomers m a ensis, he said reason was their approach to the problem was dif-
"We can do some things that cannot be done by ferent from ours "

any other segment,” Mr Leverett said 'The fact Instead of relying on the questionnaire, Mr
remains that you see things that have risk impll- Warner answered the questions the insurer asked
cations that an attorney does not necessarily see in a different format that better reflected Mars' in-
That is not a criticism They have not been trained ternal operations and its Y2K preparations, he
that way And we have been trained to look for said

that sort of thing”

Risk managers, he explained, can do things such es and failures in preparing for Y2K, Mr Warner

Show the insurers both your company's success-

as review customei and supplier contracts and said "If you go out there and tell the insurance
find potential problems that company attorneys company that 'everything is peachy keen, and ev-
will miss, as their attention tends to focus solely on erything is lust going fine,' that is going to raise
makmg sure contracts are properly drawn In con- some red flags "

Covering intellectual property ris

By EDWIN UNSWORTH

ing made under CGL policies As a

the primary business communica- employees to sign that they have re-

tion tool, said Lynn C Outwater, ceived the policy, however, the em-

another employment lawyer and ployee may be able to claim an in-

managing partner at Jackson, fnngement of their right to privacy,

Lewis, Schnitzler & Krupman in she said

Pittsburgh Consequently, employers might
However, many companies do not not be able to curtail time wasted on

have a clear e-mail policy, she said non-business-related Internet use,
Consequently, an mcreasing num- Ms Outwater said

ber of lawsuits are filed against em-

ployers alleging inappropriate ac- management at Brinker Interna-

Ron Schwenk, director of risk

cess of e-mail by management, Ms tional in Dallas, moderated the ses-
Outwater said mon It was coordinated by Charles

Employees and plaintiffs lawyers O'Connor, a litigation manager at
also are successfully accessing com- Liberty Mutual Insurance Co in

pany e-mail systems and using in- Boston

ks needs thought: Speaker

He warned that some CGL insur- can contain exclusions for such ac-

Mr Shane added that because the

result, over the past few years, msur- ers are responding with narrower tivities Policyholders also need to insurance market is now "flexible

DALLAS-Often a standard com- ers and the courts have had to inter- definitions of "advertise" in pollcy consider whether their Internet ac- and aggressive" m offering this type

mercial general hability pohcy is not pret wordings of CGL pollcies and language limiting it to paid adver- tivities place them m the business of of product, it is possible for most pol-
broad enough to cover a company's determine whether they apply to tisements m newspapers and maga- "broadcasting,” or if the manufac- leyholders to purchase the coverage

intellectual property and multimedia such claims

zines In addition, they are including ture and sale of CD-ROM products Scott Firestone, executive vp of

hability risks A principal problem is that under makes them a publisher, he warned Los Angeles-based Insurance brokers

Three speakers offered their ideas a CGL policy, the mjury must be "The CGL pollcy is Just not able to MDM Insurance Associates, dis-
on such nsks at a session of the Risk caused by an "advertising activity” pick up these exposures, and that's cussed the apphcability of another
why you have to look at alterna- form of coverage, intellectual proper-
tives," he advised risk managers ty Infringement insurance

This policy covers the manufac-

& Insurance Management Society of the polleyholder, and different in-

f «lilMS 1999

initions of the term "advertising” ]

Inc 's annual conference and exhibi- surers and courts apply diferent def-
tion m Dallas earlier this month Other session speakers discussed

Session coordinator Michael Rossi, Mr Rossi said older CGL pollcies Insurance two such alternatives ture, use, distribution, advertismg or

a partner m the Los Angeles law firm define an "advertising Injury" as J Kevin Shane, Los Angeles-based sale of an infringing product or pro-
Troop Steuber Pasich Reddick & To- "piracy, unfair competition, or m- vp in Marsh Inc 's FINPRO division, cess and a claimant's lost profits or
with responsibility for regional pro- royalties It also covers defense costs
while newer CGL policies de- an mtellectual property infnngement fessional hability practice, said he for injunction claims Like multime-
commercial general habillty pollcies fine it as "misappropriation of adver- exclusion hmiting coverage to in- was surprised it has taken so long for dia hability msurance, it removes the
for Intellectual property and multi- timng Ideas or style of doing busi- frmgement of copyrighted advertis- alternatives to be developed

media habihty risks However, he ness infnngement of copynght, ti- ing materials and trademarked or One such alternative is multimedia
said, there are shortcomings related tle 01 slogan " The courts usually ap- service-marked titles or slogans
to these nsks m a typical CGL pohcy ply a broadei defimtion of "advertis-

bey LLP, said that most policy- frmgement of copynght, title or slo-

holders traditionally have rehed on gan,

"advertising activities" clause
However, Mr Firestone concluded
hability insurance, which, if properly by saylng the optimal solution, for
Mr Rossi said that as a Ask man- expressed, covers Intellectual proper- those who can afford it, is to pur-
which could melude "any oral, agement lawyer, "this makes me ty, he said

Claims such as Infringement of ing, chase all thiee pollcies CGL, multi-

trade secrets, trade dress (such as written, or graphic statement made cringe every time | see it," because Multimedia liabillty insurance re- media hability insurance and intel-
the risk manager really needs broad- moves the requirement that the loss lectual property infringement insur-

arise out of "advertismg activities," ance

product design and packaging), by the seller m any manner "
patent, trademark, copynght, and Mr Rossi, who speciallzes in poll- er coverage than this allows
unfair competition m connection cyholder and Insurance broker Todd Marumoto, risk manager for
with such infringements all are m- chents, advises policyholders to broadcastmg or pubhshing, protect- age, the publishing/broadcasting ex- El Segundo, Calif -based toy manu-
creasing in frequency, and these check how "advertise" is defined m Ing Intellectual property can be even clusion of the CGL pohcy is not an is- facturer Mattel Inc , moderated the
claims are more and more often be- their policies more problematic, as CGL pohcies sue

Forpohcyholders m the business of and for those who have such cover-

session Eli
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Wanted: Skills for a successful risk management career

By MICHAEL BRADFORD we have to be organized, but | Ms Rogers, who has worked in most every day, move on " much of what you set out to do
think we truly have to be priori- risk management for several com- She listed a few warning signs and somebody calls and says, 'l

DALLAS-Thinking about a tized so that we meet the commit- panies, said risk managers also that could indicate that it's time have this opportunity,' consider it
career in risk management or just ments that we've made " need to know when It'S time to to look for a different position in New Jobs are exciting, they allow
need a boost to the next level? Many people can luggle a lot of look for another position the company or seek another em- you to get your energy Pack "

With the right skills and a little tasks at once, she said, "but not as While everyone has a bad day ployer Risk managers should con- The session was moderated by
know-how, risk managers can get many people are comfortable do- now and again, risk managers sider how well they are getting Georges Balcer, director of risk
their careers on track, a panel of ing that And to be successful in should, for the most part, be look- along with :heir bosses and other management at Bowater Inc in
experts told attendees at a session risk management, | think you ing forward to going to work m departments, Ms Rogers suggest- Greenville, S C Ben Schull, senior
during the Risk & Insurance Man- have to be comfortable with jug- the morning, she noted "If you're ed, and whether they have man- vp with Near North National
agement Society Inc 's annual gling a lot of things at once be- not at a place where you have a agement's trust Group in Chicago, coordinated
conference and exhibition earlier cause it never ends " passion for what you're doing "If you have accomplished all or the session
this month in Dallas

Among the most important
skills are "excellent communica-
tions skills, both oral and writ-
ten," said Pamela G Rogers, as-
sistant treasurer-risk manage-
ment at Sears, Roebuck & Co in
Hoffman Estates, lllI

'It speaks to quality, it speaks

'K 41* 1.

1 "[min Bi * *aqi"at* You' ve go t *.al,&.a",6

environmental

,tigf
to an eye for detail," she said of
skilled writing "For most of us,
what people in the company see,
besides our faces when we meet
with them, is our written commu-
nication skill-e-mail, letters,
memos, white papers "

Risk managers need to "work dad X
with people throughout the com- , -
pany, she stressed, and must "be . .
able to speak to everybody," from Sser 4 'Si, 4, . :37 9 Er. t,-
the president of the company to
the person who empties the trash
at night

The ability tonetwork is critical . 4 44 ikwOK’',-1
for prospective risk managers or
those already in the lob, Ms
Rogers said "You can have the
greatest skills in the world, but if
you're not willing to network-

and it takes time," she noted, the

So why is your future  -seaevsy.-~.

Job won't be as much fun or the
career as gainful

Tim East, manager-risk man-
agement business process at The
VWalt Disney Co in Burbank,
Calif, agreed

"It takes a lot of time to go out
and network," he said "I've trav-

b rig hter than ever?

Your future is better because Kemper Environmental has bnghtened the nsk
eled to Walt Disney World over

seven times in the last 12
months," because building rela-
tionships throughout the company
requires visiting departments at
various locations, Mr East ex-

iI/* 4 management landscape forever By Introducing $100/200 million in top-rated

Ffi:
global capacity Devoting experts to tailoring environmental coverages for
plained
"l could not develop those rela-
tionships over e-mails and faxes

or even phone calls,” Mr East
said "E-mails are fine for ex-

7: . ** specific market segments-even integrating these programs with Kemper's
fa44>*-ar

world-class casualty and property solutions And by making flexibility

changing quick bursts of informa-

tion, but they are not an effective Contact

way of building relationships ohn Reynolds standard operating procedure in underwnting and servicing virtually any

And the value of networking and Paul Murdoch
building these relationships, even P 6099363000 environmental risk
if it takes hours and days, is in- F 6099363058

valuable " 8006790025

Apart from networking and X X
Princeton Forrestal Village

communication, risk managers 136 Main Street, Suite 320

Your future is better since Kemper Environmental has brought to market all

need to know numbers, Ms
Rogers said "It is extremely im-
portant that we have skill with
Nnumbers We have to be able to
analyze those numbers But not
Just in finance-accounting is a
huge part of what we do We've
got to understand how we impact
the P&L (the company's profits
and losses) and how what we do
impacts the balance sheet And,
by the way, how we can improve
both by what we do "

It helps risk managers to be or-
ganized "but, more importantly,
prioritized," Ms Rogers re-
marked "As risk managers, we're
Yuggling 20 or 30 different things
every single day Not only do

Princeton, Nj 08540 5735
environ@kemperinsurance corn

www kemperenvironmental com

Available hmils of hability up lo $100/200
million, and Kemper's A XV (Excellent)

rating from A M Best for financial strength,

further illumnate our abihty to deliver

consistently

Certain policies and coverages may not be
available in all jurisdictions or only available
on a non-admitted basis through a properly

licensed surplus lines broker

the elements that make environmental insurance work as it should and better

-1|CEmpeR®

VWR ENVIRONMENTAL

Tthe elements redefined

INCLUDING INDUSTRIAL FACILITIES & RISK MANAGEMENT ACCOUNTS COMMERCIAL PROPERTIES & REAL ESTATE
CONSTRUCTION AND CONSULTING OPERATIONS | SPECIAL PROGRAMS ENVIRONMENTAL SURETY
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dustry w111 need to expand the

breadth and depth of their slall sets to
address this new demand for world-

Internet economy will demand speedy innovation

By SALLY ROBERTS

class knowledge," Mr Dybdahl
Dallas products and services will replace competitor entering the market, he added

The development of e-commerce them said But because the industry histon- Not only do insulers and brokers

DALLAS-There is no doubt that technologies willl require the insur- "l don't Bink anyone likes buying cally has been structured with many need to embrace the rapid technologi-
Internet technology is quickly dnving ance industry to "become much more policies If there were a simpler way," mdependent orbranch operations, ht- cal changes taking place, but regula-
change m the way people buy prod- efficient in delivenng its products and buyers would welcome it, he said tle has been done collectively to build tors also must address the changes,
ucts and services, mcluding insurance
pioducts What effect e-commerce
will have on the roles and relation-

Refernng to results from a 1996 and use that knowledge, he said
consumer survey, Mr Dybdahl added "Underwnters and mtermedianes industry is burdened by a slow-mov-
that consumers are signlficartly less w111 have to develop the systems and ing and redundant regulatory system,
satisfied with the value and qiality of cultures that wlll enable them to de- the whole mdustry wlll become an
the services provided by the insurance liver world-class value" in the future, easy target for obsolescence," he said
Industry than those from the financial Mr Dybdahl said "The historical op- "A complex, redundant and meffl-
services industry overall erational models of these two sectors cient regulatory scheme will slow

The survey also showed con sumers of the insurance Industry w111 need to down the progress of e-commei ce in
hkely w111 gravitate toward the new be modified to ehminate knowledge the Industry," he added
products and services piovided by 151ands that invariably emerge m

Mr Dybdahl said "If the insurance

5, iMmom

ships in the Insurance Industry, how-
ever, is not yet clear 1

What is apparent, though, is that e- P rW VI — | | |
commerce is here, and an electronical- —
ly connected economy "will require
firms to innovate at an mcreasingly
rapid rate," said David J Dybdahl, services," he said
chief knowledge officer at Wilhs Cor-

The winners will lead change
Redundant costs and work between consohdated financial sernces firms, branch operations”
msurance buyers, mtermediaries and he said

Those that follow or ignore the need
roon Corp in Nashvule, Tenn In addition, insurers and brokers to change will be made irrelevant, he
nsurers "WIIl need tobeellminated,” "Organizations that want to excel will need to offer a broader range of said

harness and apply knowledge wlll en- he said, that will require industrymde m the mtegrated financial services m- solutions to risk managers in the fu-
able it to lead change and to innovate data standards for transactions dustry willl need to focus on harness- ture, Mr Dybdahl said

"An organizatlon's ability to access,

Patricia L Saponto, vp and direc-
tor of Insurance Information strate-
with speed,"” he said, addmg these at- "The absence of industrymde stan- Ing and leveraging their knowledge m "Consumers wlll demand more cus- ges at NIETA Group Inc m Stamford,
tributes wlll defme an organization's dards to produce a common technolo- order to compete" in the future, Mr tomized answers to their nsk manage- Conn, also spoke during the session
value m the future gy platform undermmes the effective- Dybdahl said ment needs in the future,"” he said Anita Z Bourke, vp and consultant

Mr Dybdahl shared his thoughts on ness of the entre Industry,” Mr Dyb- The insurance industry's "most im- T}us demand willl lead to more spe- for strategic planning and implemen-
the future effects of technology on the dahl added portant competitive asset" is the eu- ciallzation by insurers and mtermedi- tation at Wilhs Corroon m Nashville,
insurance industry durrng a session of In addition, Mr Dybdahl asked mulative knowledge of the individu- aries, and customers willl be less inter- Tenn, coordinated the session M1111-
the Risk & Insurance Management whether msurance buyers wlll de- als working in the Industry, he said ested m insurance products and more cent Workman, risk manager for
Society Inc 's annual conference and mand traditional insurance products The industry has more knowledge of interested m overall solutions, he sad Mueller Industries Inc m Memphis,
exhibition, held earher this month m m the future or rf a new generation of how to manage risks than any other

E-commerce risks murk¥ Options in weather cover

By MICHAEL BRADFORD tual property, copynght mfnngement and patent

"The vendors in the msurance in- Tenn, moderated the session O

mfringement all are becoming hability issues for

DALLAS-As the Internet grows m popularity, businesses that engage m e-commerce, he said
it is creating some thorny insurance coverage is- Mr Reynell reminded nsk managers that schools
providing Internet access to students could face ht-

Businesses with World Wide Web sites may be igation if a child pulls up offensive information A
exposing themselves to some murky-but develop- parent whose child was emotionally upset by the
1ng-areas of nsk, according to a panel of experts mformation could file a lawsuit, he said "Now,
at the Risk & Inszirance Management Society Inc's does our personal injury coverage under a CGL

annual conference and exhibition earher this pollcy cover that? | hope so, but I'm not really sure "
month in Dallas

sues, experts say

Because the Web is so new, all of the el*osures of responsibility to safeguard sensitive mformation

Web-related business are not yet known, the pan- Businesses that are buying and selhng over the
elists said

Anotherpanellst asserted that businesses havea insurance policies for .,4.gap-7».,,,,., -

Internet should consider whether they are"protect- are offering derivative 4

Insurance, derivative products available

By ROBERTO CENICEROS including high and low temperatures,
wind speed, snow depth, or number of
DALLAS-Risk financing options for hours of sunshine
weather-related risks are expanding for One diference between the two risk fi-
lisk managers nancing products is that msurance poll-
Many commercial insurers currently cies require loss adlustment before in-
are eager to write weather demnihcation can occur
As a result, insurers
businesses at the sam

time as capital marketz HES ' 1 [n1 1 107%' 1 pOhcyﬁnsrd)§¥§uBI§ﬁéVé

. they lost, the speak-

Coverage for Internet nsks w111 "most hkely be mg personal information you are going to be col- products to respond to i W-If thrnmv " Y ers said Additional-

spawned when we see what the exposures are," lecting from your customers," said Lorelle S Mas-
said Richard C Reynell, senior vp at Becher + Carl- ters, a managing partner with Anderson Kill &
son Risk Management Inc ill Atlanta "So all that Ohck in Washington
we can do is think about the protections that we Stored data, including names, addresses, tele-
have under our pohcies" and try to determine phone numbers and credit card information, is
whether they w111 cover some of the anticipated available to hackers who successfully break into a
nsks the Internet poses, he noted system, she said "Are you, as a vendor out there m
Ronald A Johnson, a systems archi-- cyberspace, adequately protect-
tect with Zunch Technology Risk

Services m San Francisco, said , i’

that because "e-commerce is Still *

Ing that kind of cntical per-
sonal and financial mforma-
tion that you're able to collect

undefined," it remains impossible
to draft standardized insurance

from your customers? Is there
a way that somebody can
coverages hack into the electronic com-
Employels with commercial merce area of your Web site
general hability policies have to and hijack that mformationi”
make sure theli Internet pi esence Risk managers should have a
doesn't take them beyond the scope of their covei- privacy pohcy at the site that explicitly explains
age, Mr Reynell warned how sensitive information wlll be used, Ms Masters
Perhaps, for example, "the Internet exposes us a suggested
lot more to advertiser's liability than we eve saw Mark Pruner, Plesident of Web Counsel L L C , a
m the past,"” Mi Reynell said Generally provided Web site marketmg company m Rye, NY, said an
as an mcidental coverage with the CGL pohey, ad- employer's biggest SeCUIlty threat comes from m-
vertiser's habllity may not respond to some of the side "Your biggest issue on the secunty side is not
developmg Internet exposures, he sad how well your fire wall woiks," he said Instead, it's
In the past, ad agencies took on a lot of the re- the possibility of tampering by Insiders, who often
sponsibility for that exposure, making sure ads did- are not suspected of foul play
n't he, offend or otherwise expose a business to ha- The hacker usually turns out to be a "very hard-
billty, Mr Reynell said But with the Internet, busi- working penson, generally a male He was natural-
nesses are taking their pitch directly to consumers, ly curious, he injected himself into operations
with pictures and text descnbing theil products throughout the company He knew a lot about how
and services "l think we have to be real, real care- the company worked, and not only m his division
ful that we're not overextending the bounds of our He also tended to work very late So he looked hke
CGL pohey by becoming true advertisers in our a real dedicated go-getter "
own right”
Even pioperty coverages should be examined room with the long hair," but usually is someone

with an eye towaid Internet habihity, Mr Reynell who works alone, Mr Prunersaid

The hackei generally "is not the guy m the mall

pointed out "Peihaps there are things that could
happen to us-through hackers or just through

He urged businesses to think about putting in
“interior fire walls" that control access by employ-
things that we do to ourselves-that could interrupt ees "As the entire company becomes wired, you're

the flow of our business golng to need tiered secunty”

"Maybe somebody could get in there, break Mr Pruner told attendees it is crucial for them
through the firewall and stop products from being "to protect your company's assets from youi com-
sent, manufactured or whatever Do our property pany's employees," which is a difficult task, as
policies cover us for that busmess interruption?"

Mr Johnson of Zurich Technology pointed out an orgamzation
that "there's also service mterruption hability If
your customers can't continue to do busmess with manager at Sprmt Corp in Overland Park, Kan
you, 15 there a hability on your part?" Also, mtellec- The coordinator was Ms Masters

many workers tend to do work over many areas of

The session was moderated by Wes Kautzi, risk

weather-related losses, .. the adjustment

an insurer and broker

said during a session at "

the Risk & Insurance Man-

process can take
weeks or months, Mr
Koral said
agement Society Inc 's annual conference On the other hand, the payoff under an
and exhibition earher this month m Dal- insurance pohcy could exceed expecta-
las tions if loss expenses rise beyond antici-
Accounting rules and taxes are among pated levels, Mr Luck added
the many issues nsk managers willl want
to weigh m determining whether a ple, additional and unanticipated ex-
derivative or insurance product is right penses are not covered, he said
for their company, said Michael Luck, Yet under a derivative contract, the
product line manager-combined risk contract holder can profit from a payout
programs for CIGNA Property & Casu- that exceeds what they would have
alty Special Risk Facilities in Philadel- earned had the thggel:ing event not oc-
phia curred

Under a denvative contract, for exam-

The two risk financing options differ In contrast to an insurance settlement,
m several aspects, noted Edward S Ko- a capital market payout does not require
ral, senior vp for Marsh Inc 's Global a loss adjustment process, and the fixed
Risk Fmance Department in New York payout can come in days There are few

Weather msurance mdemnifies a poll- questions asked, because it is easy to ver-
cyholder when a loss occurs, but the loss 1fy that a certain weather event oc-
must be a consequence of a specific curred, such as a certam amount of snow
weather event, Mr Koral explained For falling at a particular time, Mr Koral
example, a loss in retail customer traffic said
might result when a certain amount of In capital market contracts, the pur-
snowfall occurs during specific hours chaser may have to shoulder more "basis
Or, crop yield losses may result because risk," or the deviation from an expected
of the amount of precipitation that falls outcome For a municipality charged
on specific days with snow removal, for example, the ba-

In contrast, a denvative product offers sis risk involves a prediction of how
a fixed payout after a specific weather much it will cost to clean up a certain
event occurs, such as 6 Inches of snow amount of snow. Basis risk is a "big dif-
falling over a specific period Unlike ference" between the capital markets
weather insurance, it is not tied directly and insurance, Mr Koral said
to a loss that results from the weather "If | am wrong on that prediction | get
to pay for that, not the msurance compa-

Various industries could benefit from ny," he said
either product, the speakers said For ex- Issues surrounding accountmg stan-
ample, an energy company could benefit dards and the related taxes that may be
when earnings from the consumption or owed for a derivative payout also are sig-
production of its product fluctuate be- niflcant considerations, Mr Luck added
cause of weather In addition, an enter- Taxes do not result from insurance In-

event, he said

tainment company could use such prod- demnification for a loss But a derivative
ucts for reduced event attendance result- can generate a tax expense if the payout
ing from weathei conditions, Mi Koral 15 not highly correlated to a loss, in

said which case it is viewed as an investment

The range of possible tnggers is broad, and not a hedge against losses, he said



Companies urged to export safety culture

By GAVIN SOUTER

DALLAS-To effectively manage
international workers compensation
exposures, health and safety man-
agers must travel to countries where
their organizations own plants, occu-
pational health experts say.

Differences in working conditions
and employment laws mean that
U.S.-style health and safely manage-
ment cannot simply be exported to
overseas subsidiaries, a panel of ex-
perts said at the Risk & Insurance
Management Society Inc.'s annual
conference this month in Dallas.

Only by visiting overseas plants can
managers hope to garner adequate
claims information and ascertain
what measures are needed to ensure
safer workplaces, the panelists said.

Non-U.S. workers comp exposures
should not be treated in the same way
as exposure within the United States,
said Dr. Craig 0. Weber, director-oc-
cupational health services, North
America human resources at Interna-
tional Business Machines Corp. in
Somers, N.Y.

"Otherwise you will be missing sig-
nificant potential risks....You have to
go there, look at the operations and
get under the covers," he said.

Culturally and physically, work-
forces in other countries can be very
different from those in the United
States, said Dr. Weber.

For example, many countries re-
quire foreign-owned corporations to
provide housing for their employees,
and in other countries it is necessary
to supply housing to attract employ-
ees, he said.

Often the housing is in cramped
dormitories, with employees living
close to each other, Dr. Weber said.
"So a simple flu epidemic or a food-
borne illness can shut down a plant.”

To address these problems, health
and safety managers need to ensure
that the dormitories are as sanitary as
possible and that cooking facilities are
kept clean, Dr. Weber said.

In some countries, employers are
also expected to supply transporta-
tion for their workers, he said.

Buses in Third World countries of-
ten are not well-maintained, and even
though safer alternatives may be
available, local managers may not
seek them out, Dr. Weber said.

Attempting to apply U.S. processes
such as ergonomics can create prob-
lems in foreign subsidiaries as the av-
erage worker size may differ, he said.

"How can you take a machine that
is properly ergonomically designed
for a 5-foot-6-inch to 5-foot-10-inch
North American and then putitin a
country where the average height is 4-
foot-10-inches to 5-feet?” Dr. Weber
asked.

Cultural differences also can lead to
health and safety problems, he said.
Some countries do not have a culture
where workers complain about work-
ing conditions, so if there are health
and safety problems at a plant, man-
agement might need to seek them out
rather than wait for workers to point
them out, Dr. Weber said.

While U.S. safety standards cannot
easily be exported, a more assertive
approach to safety management often
can be, Dr. Weber said. And both em-
ployees and managers in other coun-
tries are often receptive to the new
ideas, he said.

"One of the things that shocked us
was that, when you brought the issues
forward, there was a wonderful re-
sponse," he said.

For example, IBM's facilities in
Brazil had a problem with repetitive
strain injuries in 1997. In 1998, the
company instituted a policy of early
intervention with physical therapy.
Even though the number of cases in-

creased, the number of employeedays
lost to disability fell to 558 in 1998
from 2,301 in 1997, Dr. Weber said.

IBMs Brazilian operations already
had an onsite clinic, but prior to the
new program it was used mainly by
workers with colds and flu rather
than work-related injuries, he said.

One of the main problems U.S.
health and safety managers face when
they oversee foreign operatians is the
collection of reliable information and
data, said Ronald B. Loizzo, global ca-
sualty manager-corporate risk man-
agement and insurance for Colgate-
Palmolive Co. in New York.

As a result, an employer may have
trouble finding the best way to fi-
nance its workers compensation ex-
posures, Mr. Loizzo said.

For example, Colgate's subsidiary
in Argentina bought workers comp
coverage directly from a local unit of
the Spanish insurer Mapfre S.A. after
Argentina privatized its workers
comp system in 1996, he said. But Mr.
Loizzo said it was difficult for him to
obtain information on the program
because the local human resoubces de-
partment handled it.

"And | didn't have the same rela-
tionship with the HR people in Ar-
gentina as | did with the financial
people," he said.

But by visiting the subsidiary, Mr.
Loizzo determined that workers comp
rates were low immediately after pri-
vatization but had increased sharply

after one year. Local managers had
little information on alternative insur-

ers because they pumhased the cover-
age on a direct basis, he said.

By using an insurance broker in-
stead, the local company was able to
buy alternative coverage for a lower
premium, Mr. Loizzo said.

Workers comp issues will increas-
ingly become concerns of risk man-
agers with international exposures,
said Dr. William R. Craig, a consul-
tant at William M. Mercer Inc. in San
Francisco.

"There's no doubt that over the past
couple of years there's been a signifi-
cant shift from seeing workers comp
as a public benefit to an employer's
responsibility," he said.

Previously, many countries had
state-financed disability systems, and
there was little incentive for employ-
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ers to improve workplace safety, said
Dr. Craig.

Several countries, including the
Netherlands, Australia and Argenti-
na, have privatized their workers
comp systems dunng the past several
years. Similar moves are being con-

Zealand, Mexico and Brazil, he said.

tax breaks to employers for loss pre-
vention efforts, Dr. Craig said.

Jack Fitzsimmons, vp at J&H
Marsh & McLennan Inc. in San Fran-
cisco, moderated and coordinated the

session.
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Balance sheet risks

Managing a company's enterprise risks brings rewards

By RODD ZOLKOS

DALLAS-Too often, companies view their
balance sheet risks as the "cost of doing busi-
ness," but effective management of balance sheet
risks can provide earnings stability and, with it,
increased financial reward.

"Without risk there really is, and can be, no re-
ward," noted Kay K Rahardjo, a vp and actuary
with Liberty Mutual Insurance Co.
in Boston.

But, with shareholders ex-

pecting strong results, "risk :’I 2 RIMS 1999

can ruin even the best-laid B

plans,” said Ms. Rahardjo, who " /4 ; Risk

coordinated and participated

in a session on managing bal-
ance sheet risk at the annual
conference and exhibition of the
Risk & Insurance Management Society Inc. in
Dallas earlier this month.

Ms. Rahardjo noted that, typically, "risk man-
agement" is defined differently in different areas
of a company. And, "traditionally, risk has been
independently managed throughout the organi-
zation," she said. "This approach is inefficient.”

Too often "there is no best practice as to how
risk is being managed throughout the organiza-
tion," said Christopher M. Lewis, senior manager
in the risk management and regulatory practice
of Ernst & Young L.L.P. in Hartford, Conn.
"There is no common language. What is risk fi-
nancing? What is risk transfer?"

Increasingly, however, risk management is be-
ing incorporated into companies' strategic deci-
sion-making, Mr. Lewis said, and with that
move, organizations are taking a more coherent
view of risk management.

"The end goal of this process is to be able to un-
derstand the firm's strategy, measure those risks
that it is exposed to, understand them and man-
age them on a portfolio-wide basis," he said.

"The first step in any kind of enterprise risk
management program is to inventory the organi-
zation's exposures and assess how they're being
managed," Mr. Lewis said.

The identification of risks "must include the
business risks and business exposures in addition
to the hazard risks," said Ms. Rahardjo.

The next step is to set priorities for addressing
those exposures. "Once you understand that pri-
ority of risk, you go through the process of trying
to measure them," Mr. Lewis said.

Techniques such as Monte Carlo simulations,
which model the probability of the occurrence of
certain events, provide a way of measuring the
company's "value at risk" under different scenar-
ios, with an eye toward making a final decision
on how best to manage various exposures.

"Each company will use control and risk fi-

Management

petite," Ms. Rahardjo said.

"Although your company may be strong
enough to survive a major loss, you really don't
want to sustain the impact of a major loss on your
earnings in any one year," she said.

The key, said Mr. Lewis, is to be sure that the
approach to managing the risks across a compa-
ny's balance sheet is consistent with the compa-
ny's long-term strategies.

Any such attempt should be
based in a formal, board-ap-
proved risk management pol-
icy that has the effect of insti-
tutionalizing that approach,
Mr. Lewis said.
And, Ms. Rahardjo added,
"Always remember that the
outcome of your overall strat-
egy should reflect your compa-
ny's risk tolerance."

To ensure that that remains the case, the orga-
nization should institute regular risk manage-
ment committee meetings and hold them at least
quarterly. Those meetings should include operat-
ing managers as well as representatives of trea-
sury, human resources and risk management.

Also, the organization must set specific goals
for the balance-sheet risk management program
in order to truly monitor its performance, Ms. Ra-
hardjo said. "Make sure you establish measur-
able, quantifiable goals," she said. "Wherever
quantifiable goals are not possible, establish
qualitative goals."

Despite all the talk about managing enterprise
risks, session moderator Pamela G. Rogers, assis-
tant treasurer, risk management at Sears, Roe-
buck & Co. in Hoffman Estates, lll., said there's a
certain level of frustration on the part of those
currently trying to make such programs reality.

"Everybody tells you they can help you finance
'it,”” Ms. Rogers said. "But nobody can tell you
what'it' is.”

In her case, Ms. Rogers estimated, it would take
three yeans to determine what "it" is at Sears-
identifying the risks to be managed across the
spectrum of the organization's exposures.

True enterprise risk management includes
such exposures as managerial risk and reputa-
tional risk, Ms. Rogers noted, adding, "There are
many risks in our companies that are not very
quantifiable." But, she said, "There are consul-
tants that can help you...and it can be done."

Rather than any "huge gaping holes in manag-
ing the risks of our company,"” what Ms. Rogers
said she expects to find at Sears that people are
"overmanaging risks, because people are manag-
ing in little pockets.”

Ultimately, she said, "l think we will finance
less and finance better," adding"l think you have
to go through that up-front pain to get the long-

nancing techniques based on its own risk ap-

term gain." i’

Disaster planning lessons emerge from Canadian storm

By AMANDA MILLIGAN

DALLAS-While 20th century hu-
man ingenuity has made comfortable
living possible in virtually any eli-
mate, a natural disaster can change
that overnight.

In January 1998, both city dwellers
and rural residents of eastern Ontario
and parts of Quebec were plunged
into darkness, bitter cold and disbe-
lief. A record four inches of freezing
rain over five days knocked out pow-
er-and interrupted daily life-for up
to five weeks in some areas.

Utilities and risk management pro-
fessionals said that lessons from this

disaster could be useful if Year 2000

problems disrupt normal activities.

Contingency planning and aware-
ness that exposure in one area can
lead to problems elsewhere are keys
to risk minimization, said Dennis M.
Anderson, vp and director of engi-
neering for Protection Mutual Insur-
ance Co. in Park Ridge, lll. Also criti-
cal is communicating information in
a timely manner to those in disaster
areas, he said.

"There are lots of vulnerabilities

out there," said Mr. Anderson. "If you
look at our infrastructure-electrici-
ty, telecommunications, water-
when we interrupt those, everything
comes to a screeching halt. The re-

sponse is to know what you're going
to do when it does.”

Mr. Anderson was one of four
speakers during a session at the Risk

& Insurance Management Society
Inc. annual conference and exhibition

C RIMS 1999
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in Dallas.

Beyond the inconvenience that
comes from utility outages, there are
risks that could lead to property loss,
Mr. Anderson said. During the Cana-
dian ice storm, these risks were abun-
dant, ranging from collapsing roofs to
fires caused by hot work to food
spoilage.

"Yes, the lights are out, but there

are a host of property nsks that could
manifest themselves," said Mr. An-
derson. "Our goal when (catastrophic
events) happen is to keep a bad situa-
tion from becoming worse." Compar-
ing disaster relief efforts to the work
of mobile army surgical hospitals, he
said, "It was like M.A.S.H.-we did
triage."

When preparing a contingency or
emergency plan, Mr. Anderson warns
that the simplest details can become
pitfalls. One such example is having a
cellular phone but not knowing the
phone number.

During a catastrophe, lacking these
details can be more than just frustrat-
ing; it can take up valuable time, Mr.
Anderson said.

Two weeks after the ice storm, an-
other storm system hit the area, blan-
keting the region with a foot of snow.
Residents and businesses had to fall
back on their advance planning
again.

"People got very inventive and cre-
ative in the course of our discussions,
talking about what their vulnerabili-
ties are and how they nlight be able to
respond to it. They went and got com-

pressed gas cylinders. . . .People
found portable generators....We did
creative things to minimize the effect
of sprinkler system impairments,”
Mr. Anderson said.

C.M. "Merv" Beckstead, Ottawa-
based chief administrative officer for
the regional municipality of Ottawa-
Carleton, said his area learned many
lessons from the ice storm.

Although there was an emergency
plan in place, Mr. Beckstead said "it
did not anticipate a regionwide emer-
gency." The plan did not define the
essential personnel that would be
needed to help, and it lacked a good
method of record keeping for the re-
gional call center.

Communication efforts must reach
everyone affected by the emergency,
Mr. Beckstead noted. In Ottawa-Car-
leton, where 15% to 20% of the pop-
ulation speaks French, =arnnounce-
ments should have been broadcast in
French as well as English, Mr. Beck-
stead said, but they weren't during
the January 1998 emergency.

In Quebec, downtown Montreal
was closed for three business days
while Hydro Quebec attempted to re-

store power to 1.5 million customers,
said Jocelyne Lee, manager-treasury,
risk management and insurance, and
assistant treasurer of Hydro Quebec
in Montreal.

After the storm, Hydro Quebec di-
versified its power supply corridors to
affected regions so that strategic sub-
stations are now supplied by separate
sources. Additionally, the utility re-
vised its insurance program. Before
the ston, Hydro Quebec purchased
separate coverages for its various
risks, but after the disaster integrated
its property and casualty risks, ex-
tending coverage to new assets as
well as weather and precipitation
risks.

"l think that everybody in Quebec
realized how dependent we were on
electricity,” said Ms. Lee. "l think
we're better geared for catastrophe.”

Bruce Lillico, distribution superin-
tendent for Ottawa Hydro, also spoke
on the importance of communica-
tions with employees during a disas-
ter.

Grant Suffel, manager of adminis-
trative services for Ottawa Hydro,
moderated the session. lei
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Risk managers told to look in many areas during M&A

By DAVE LENCKUS have for the combined compames af- « Assets Pnor-use reports on prop- a prime location for information on ing Just for problems at target compa-
ter the deal has closed, because those erty are among the many pieces of ' anything out of the ordinary," she nies, though Ms Koester advised
DALLAS-Before merger and ac- plans will affect lisk management, ac- useful information for detecting po- said them to also be watchful for "sweet-
qulsitlon deals close, risk managers at cording to Ms Koester tential environmental problems, Ms * Risk management and insurance heart deals" that the target company
acquiring companies have httle ex- For example, if the combined oper- Koester said Ms Koester and Mr Harchkam ad- may have negotiated for environmen-
cuse for not unshrouding the numer- ations wlll mean greater efficiencies, Property site Inspection reports vised nsk managers at acquumg com- tal and product hability coverage
ous kinds of risks that can lurk behmd "give me a real flavor on housekeep- pames to audit the insurance portfo- The key benehts of conducting an
the business benefits of the transac- ing and maintenance" and are "very hos of target companies and their pre- insurance audit is that the buyer can
tions, according to a risk manager and indicative of related Issues hke safety decessor companies as well as exam- get a better grasp of the seller's habil-
a poheyholder attorney C RIMS 1999 and company culture," she said me their own coverage to determine ities The buyer then can deterrmne
The evaluation process may seem Reports on closed or sold sites, where it may apply which habilities it MIl accept-and to
overwhelming at times, but the payoff Ri,k which should include information on Mr Hal'chkam suggested asking what extent-and the nghts to the
can be big The deals may be re- discontinued products, are more use- not only the target company but also seller's insurance can be worked out
vamped to better protect the acquir- Management ful for stock deals, she said its past brokers to provide coverage in advance, Mr Harchkam said
1ng company, orthe acquinng compa- « Employees Risk managers should informatton All of that can have a bearing on the
ny may decide the best deal is no deal assess the age of the workforce and With the target company's cover- pnce paid for the target company, Mr
The process does not begln with an- management may plan on closing whether the target company has been age, "look for unusual endorsements Harchkam said
alyzing the target company's msur- some plants Those closures could lead their only employer If the workforce or exclusions That can be a tipoff' to As risk managers look for pohcies
ance, which is the first measure many to workers compensation claims, has been stable, "whatever is wrong some problems, Ms Koester said in the seller's portfollo that would
risk managers hke to take, said Coleen which typically Increase before an- with them willl be your responsiblil- Mr Harchkam agreed For exam- cover the seller's long-term habilities,
A Koester, director of risk manage- nounced layoffs ty,"Ms Koesternoted ple, he said, even if decades-old cover- they also should examine whether
ment at American Standard Inc of In addition, plant closrngs could Various health and safety surveys ages do not contain pollubon exclu- their own orgamzatlon's pollcies may
Piscataway, N J bring environmental problems of the and expenence modification factors sions, some written from the early cover the seller's hal)llities after the
"l think the first thing, as a rtsk acquired company's making to the also show employee-related risk that 1960s through the 19705 Included so- transaction closes, he advised
manager, you have to do IS under- surface, she said would be acquired called "deemer clauses" that would The fmal draft of the transaction,
stand the deal your organization is Mr Harchkam noted that an ac- - Third parties Review the target hmit coverage for pollution losses though, does not signal the end of the

making,"” Ms Koester said durtng a qurng company can face successor company's htigation his:ory and ask Such a clause states that a loss that rtsk manager's job m evaluating the
session she moderated at the Risk & hability in an asset purchase as well yourself, " 'What are they not telhng occurs over several pollcy penods w111 deal, Ms Koester said Risk managers
Insurance Management Society Inc 's as in a stock purchase or a statutory YOUY " Ms Koester advised For ex- be deemed covered only by one pollcy, also should analyze the representa-
annual conference and exhibition in merger For example, he explamed, an ample,"if you suspect product habih- usually the latest one tions and warranties the seller makes
Dallas earlier this month asset purchase can lead to successor ty or warranty claims and nothing is Mr Harchkam also warned risk in the sale contract

Risk managers first have to under- product hability if the buyer is a supphed, ask questions," she said managers to watch for pollcies with For example, if the seller states in
stand whether the deal involves an ac- "mere continuation of the seller or if Risk managers also should examine aggregate hmits and to ascertam how the contract that it has disclosed all
quisition of a defined group of assets the deal was designed to fraudulently warranties issued by the target com- much coverage erosion has occurred known product habilities, the nsk
or of stock avoid hability” pany "If they felt the need to do that, Except for product hability Insurance, manager should examine whether

An acquisition of assets leaves the While attorneys sort out whether maybe they're trying to re-establilsh a most pre-1996 policies did not set re- that representation is time-hmited or
seller as a survivmg independent enti- successor hability can be imposed on product in the marketplace," which stnctions on how much in aggregate tied to the personal knowledge of a
ty, but Insk managers have to question the buyer, a risk manager during the could Indicate some past hability is- limits the underwnter w111 pay, he few select individuals, Ms Koester

whether that entity unll be able to due dillgence phase of the transachon sues with that product, Ms Koester noted said If so, there may be more prob-
meet its commitments should evaluate the potential expo- said In addition, nsk managers should lems than those disclosed, she said
In a stock transaction, the buyer ac- sure his or her company faces in ac- In addition, a review of key cus- try to determine which state's laws Risk managers also should watch
quires the seller's habilities as wellas quinng the target company, accord- tomers and supphers "tells you about govern the target company's insur- for warrantles-especially those stat-
assets rng to Mr Harchkam contingent business interruption ex- ance pollcies, Mr Harchkam advised ing the seller has no environmentalll-
A statutory merger would expose In particular, risk managers should posures," she said "Do they sell an in- The responsibillties of the target abilities or no environmental studies
the buyer to problems associated with be trying to identify potential deal- ordinate amount to one customer? Is company m a group captive also can under way-that are voided if the
companies the seller previously had breakens, such as asbestosis and other that operation all under one rooP" be troublesome Indeed, for Amencan buyer conducts its own mvestigation
purchased or sold, noted pollcyholder environmental exposures, Ms Koester *Operations Look for environmen- Standard, it was a "deal-buster" in on the issue, Ms Koester said
attorney Finley Harchkam, a partner said tal reviews of operations, Ms Koester one transaction, Ms Koester noted Such a warranty is particularly
with Anderson Kill & Ohck PC of They also should quantify the target suggested "The fact of whether there Ms Koester discovered that a small troublesome for buyers that mtend to
New York company's various exposures, which are or aren't any is very important,” company that Amencan Standard close down a plant after the transac-
Ms Koester advised risk managers could affect the target's purchase she observed had agreed to purchase in a stock tion, because such investigations gen-
to also work with their organizations' price, and ensure that existing cover- "A neat place to look for things" is transaction was the lone solvent co- erally are mandatory, Mr Harchkarn
legal and environmental departments age is adequate, she said in capital expenditure requests, be- owner of a group captive To avoid as- noted
in an effort to spot areas of concern Risk managers' evaluation of the cause the requests may Indicate inef- surning the habillties of the captive, Ms Koester advised risk managers
for all three target company should cover five key ficiencies in plant operations or de- American Standard restructured the to work to remove such a warranty or
Risk managers should examme categones, accordmg to Ms Koester fects in structures, she said transaction as an asset purchase to "warn management that we have
what plans their senior managers and Mr Harchkam The footnotes of auditors' reports is Risk managers should not be look- no protection”

Communication key for risk managers in special events

By SALLY ROBERTS People in the company often will ance issues involved m sponsoring a Mr Niehaus said, refemng to coverage brought by other parties,
assume that it is covered for such an special event, it is lus: as important Penske's racing events "There are a such as subcontractors, and obtain
DALLAS-While hosting a special event, he said They need to under- to get the company's broker and in- vanety of exposures there " additional insured status, Ml
event or putting the company's name stand, however, that there are exclu- surer mvolved early in the process, Third-party habihly exposure is Niehaus said
on a promotional item is a good way sions and hmitations within insur- Mr Niehaus said "the one that gives you the most He also suggests that risk man-
to increase visibility and name recog- ance pohcies, he added Not only do brokers and Insurers nightmares," he said Risk managers agers obtain waivers and signed re-
nition, it also can open the doors to "Point out to your company people need to know the company is hosting need to be on top of how the public is leases for any "hazardous" expo-
mcl'eased habillty that your policy has restnctions," or sponsoring a special event, but brought into and out of the facility sures "If a special event mvolves po-
To avoid surpnses, careful pre- Mr Niehaus said nsk managers also should check where the special event is held tential exposure to the pubbc, there
plannmg is a must for risk managers, In terms of contractual concerns, whether their broker or insurer has In addition, risk managers need to are legal waivers that need to be
according to Michael J Niehaus, cor- nsk managers should "point out that safety or loss control people that can understand there might be product signed and executed," he said
porate risk manager at Penske Corp wlthin those contracts, there must be help the company analyze the nsks habillty exposure if the company is Risk managers also should estab-
in Detroit, Penske owns several rae- Insurance language that describes attaching its name to a toy or prod- lish incident reporting procedures
mg tracks and sponsors several rae- who IS responsible for what," said uct given out at an event before a special event takes place
ing teams Mr Niehaus, adding specifically that Serving hquor at a special event For example, the company needs to
Mr Niehaus offered special event who IS responsible for the hability ' RIMS 1999 creates more exposure to a company understand who will be investigating
loss control advice dunng a session should be spelled out m the agree- Mr Niehaus recommended havmg a any mcidents that take place, he said
at the Risk & Insurance Management ment Loss catermg service provide the liquor, Risk managers also need to be
Society Inc's annual conference and "l find that the more specific you though a risk manager should make aware that if a special event is takmg
exhibition in Dallas earlier this are, the better,"” he said of his expen- Control sure the caterer has sufficient insur- place m a different state, "what
month ence at Penske Corp ance and loss control mechanisms m works in one state may not work in
"Lack of certainty causes night- Mr Niehaus also said that risk place another," he said, refemng to msur-
mares," Mr Niehaus told attendees managers need to communicate mvolved, Mr Niehaus said To handle these vaned exposures, ance and legal Issues
To prevent them, the first thing risk within their organizations that peo- There are many exposures rlsk Mr Niehaus suggested that nsk Sandra Sampson, senior vp at

managers need to do is identify key ple must document how the contract managers need to consider when managers build awareness and visi- Near North Insurance Brokerage Inc
company personnel and contacts, or agreement for an event was put sponsormg or hosting a special event blhty within the company People In Atlantic City, NJ, also spoke dur-
such as people in the legal, opera- together and must be specific in de- he continued need to understand that risk man- mg the session Dorothy Chmielows-
tions and promotions/marketing de- scnbing who does what, at what time For example, risk: managers should agement needs to be involved in the ki Holden, manager-insurance for
partments, as well as key execubves and for what amount of money consider exposure to personnel, he planning of special events the Tribune Co in Chicago, moder-

Once key contacts have been iden- "If there is no legal document, put said If the company decides to use a He also suggested that nsk man- ated the session, and Dana Berry,
tified, risk managers then must be- a paragraph in the agreement that small outside company to help m the agers develop model insurance spec- senior vp-managing director in the
come risk educators, communicating describes how (the event) w111 be put event, are those employees covered ifications and contract language for entertainment and leisure practice
the insurance and exposure issues together," he advised by workers compensation? he asked special events that they would hke to at Near North Insurance Brokerage
arising from sponsoring a special In addition to communicating and What about subcontractors? see in their insurance program Inc in Chicago, coordinated the ses-
event, Mr Niehaus recommended educating company people on Insur- "We use quite a bit of volunteers, ' Risk managers should review any sion



Reworking jobs, benefmts can boost productivity

By DAVE LENCKUS

DALLAS-Risk and benefit man-

agers responsible for disability and
health claims can help their organiza-
tions maintain productivity and prof-
itability despite a growing shortage in
skilled labor, a panel of experts says.

Employers must stop viewing bene-
fits-from sick days to health care to
disability coverage-as entitlements
and instead redesign them to promote
productivity, the panelists agreed.

Risk managers also should under-
stand the business risks and opportu-
nities associated with job designs and
encourage job redesigns that will pro-
mote productivity gains, the panelists
said during a session at the Risk & In-
surance Management Society Inc. an-
nual conference and exhibition in
Dallas earlier this month.

"Most of the businesses you're in to-
day are faced with a major transfor-
mation and task if' you're going to sur-
vive," said Peter D. Moore, managing
partner of New York-based Inferen-
tial Focus, a market intelligence firm
that identifies and analyzes economic
and social trends.

Maijor societal changes over the past
10 years will force employers to "let
go" of their traditional conventions on
benefits and jobs, he said.

By 2006, the United States will face
a skilled labor shortage of 2 million,
according to the Bureau of Labor
Statistics.

Meanwhile, young workers today
no longer see companies as potential
lifetime employers. They are less in-
terested in climbing the corporate lad-
der and maximizing income than they
are in earning a comfortable income
at a challenging job while balancing
work and family life, Mr. Moore said.

At the same time, many companies
that are unable to grow business or-
ganically are merging or acquiring
others. But that "can be very disrup-
tive" to productivity, Mr. Moore said.

Companies continue to search for
ways to increase efficiency and pro-
ductivity, but they are dealing with a
workforce that is "already maxed
out" from the stresses in their profes-
sional and personal lives, he said.

And employees who keep their jobs
are as likely to contribute to increased
disability claims, particularly psychi-
atric and substance abuse claims, as
are workers who are expecting to be
laid off, Mr. Moore noted.

"You have to realize the impact on
human capital" that societal and eco-
nomic changes have wrought, he said.

Companies need to find new ways
to stimulate innovation and growth
with today's workforce, keeping in
mind that women and individuals of
ethnic and cultural diversity are mak-
ing up more of the labor pool, he said.

The problem for companies search-
ing for ways to increase productivity
is that there are no clearly defined al-
ternatives to what they are doing to-
day, so chief executive officers "are
reluctant to let go" of those ways.

But some organizations have
demonstrated a correlation between
employee and customer retention and
bottom-line performance, he said.

For example, management at a
Tennessee bank concerned with mar-
gins focused on employee and cus-
tomer retention rather than reducing
costs in recent years. Within two
years, the bank had a 55% increase in
profits by increasing employee reten-
tion 20% and customer retention 7 %.

Joseph F. Braunstein Jr., a senior vp
for managed disability with Philadel-
phia-based CIGNA Corp., agreed em-
ployers will be more successful in
growing their business by shifting
their emphasis fi-on- minimizing costs
to optimizing human capital. That
shift should be marked bv efforts to

retain valued employees and return
them to work as soon as practicable
after an injury. He outlined several
measures to accomplish that shift:

+ Redefine jobs. He recommended
focusing on productivity and out-
comes, not maximum hours worked
and job descriptions. Jobs should be
fitted to people, not vice versa, and all
workstations--even telecommuters'-
should be ergonomically designed.

« Redesign benefits, with flexibilit:y i
as the key goal. Benefits should focus
on wellness and on illness and injury
prevention, he said. He suggested cap-
ping days off' for short-term absences
and establishing banks of paid time

off for workers to use, for example, to
care for sick children.

He also suggested providing dis-
ability coverage for all employees.
That will allow the company to better
manage disability absences, he said.

He noted that only 22% of absen-

teeism in 1998 was due to iliness.
Much of that absenteeism can be
eliminated, resulting in increased pro-
ductivity, by providing flexible work

nours, transportation and onsite care.
Mr. Braunstein said.

« Integrate benefits to achieve total
productivity management.

Mr. Braunstein suggested employ-
ers intervene early in al] disability
cases and handle all absences uni-
formly. Every claim should be man-
aged to its optimal outcome, with a
focus on return to work, he said

One employer provides an unlimit-
ed number of trial work days to ease
injured workers back onto the job. he
said. He also noted that many insurers
ty to find another employer for an in-
jured worker who is unable to return
to his or her previous job.

Mr. Braunstein advised attendees to

ensure their disability contracts en-

courage and |l-eward retwn to woi-k.

- Leverage the potential of workers
with disabilities, who comprise "a
huge untapped market for skilled
workers." A recent study found 79%
of people with disabilities who are not
employed want to work, he said.

Session moderator Pat DeJesus.
manager of benefit plans for Delta Air
Lines Inc. of Atlanta, outlined several
measures Delta is considering or im-
plementing to boost productivity:

* Subsidizing the cost of public
transportation to reduce employee
sti-ess from commuting to work.

- Creating a bank of days employ-
ees can use to care for sick children.

- Establishing transition duty and
work-hardening programs to get in-
jured workers back on the job.

Gloria Barone, director of' commu-
nications for CIGNA Group Insur-
ance, coordinated the session. 1ZI
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Claims-handling practices vary globally

By EDWIN UNSWORTH

DALLAS-While each insurer has
its own methods of dealing with gicb-
al claims, risk managers who want
timely and full payment of global
claims should become familiar wrth
insurers' general requirements before
Bling any.

This was the main point that
emerged from a presentation by two
insurers in a session cn global claims
at this year's annual Risk & Insur-

ance Management Society Inc. annu-
al conference and exhibition earlier
this month in Dallas.

The speakers also said that man-
agers should bear in mind the impor-
tance of local experts, such as claims
adjusters and brokers, to insurers’
claims-handling approaches.

Larry Crotser, vp and claims man-
ager for Gerling America Insurance
Co. in New York, said insurers' pri-
mary requirement when dealing with
global claims is an efficient and accu-

Business Insurance

1999 Risk Management Honor Roll

PHOTOS: MICHAEL MARCOTTE

At a private luncheon during RIMS' annual conference and exhibi-
tion in Dallas, Business /nsumnce Editor Paul D. Winston presented
awards to members of the 1999 Risk Management Honor Roll. Pic-
tured, from top, are: Mr. Winston and Sheryl A. Pixler, risk manager
of Storage Technology Corp.; David A Holcombe, left, risk manager
of International Speedway Corp./NASCAR and 1998 Honor Roll
member James E. Green, risk manager of Justin Industries; Mr. Win-
ston and Lewis Leigh, executive director of the Washington Cities
Insurance Authority. Above are, from left: B/ Senior Editor Rodd
Zolkos; C. Timothy Morris, CEO-national accounts at Travelers
Property Casualty Corp., oneof NASCAR's insurers; Mr. Holcombe;
and 1999 Risk Manager of the Year Merritt W. Fabel, director of cor-
porate risk and insurance at American International Group Inc.

rate flow of information.

The lesson for risk managers is to
provide all information relevant to a
claim as comprehensively and swiftly
as possible, because, according to Mr.
Crotser, insurers don't like unpleas-
ant surprises.

Diana Kollin, New York-based as-
sistant vp and director of global
claims for Liberty Mutual Group,
emphasized that risk managers
should bear in mind that "what ap-

dard outside the U.S."

She explained that outside North
America, claims handling is "usually
done in a more gentlemanly, slower
fashion by local partners,” sometimes
to the frustration of U.S.-based insur-
ers. These insurers, however, can mit-
igate problems by maintaining good
communications with local adjusters.
In addition, insurers should allow 10-
cal adjusters to negotiate claims on
their territory in order to get the best

«-IM!'1999

Intrndtional

Mr. Crotser agreed, saying that in-
surers such as Gerling America use
local experts because they are the
people who best know how things are
done in their own regions.

Maria Medeiros, director of risk
management for EG&G Inc. of
Wellesley, Mass., moderated the ses-

plies in the U.S. is not always stan- settlement terms, she said. sion. Tul
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Claims self=administration brings trade-offs

By MICHAEL PRINCE

DALLAS-Don't expect an easy

decision when considering

whether to keep claims adminis-
tration in-house or outsource it to
a third-party administrator, three
speakers say.

No set rules exist on how to
make the decision, the speakers all
agreed, and advantages exist for
both outsourcing and keeping
claims administration in-house.

"There is no silver bullet to this
question,” David Tweedy, princi-
pal with Tweedy Risk Consulting
Inc. in Barrington, R.l., said at a
session of the Risk & Insurance

Management Society Inc.'s annual

/, ELDORADO
tls COMPUTING,

, INC.

conference and exhibition earlier

this month in Dallas.

Each company must weigh the
factors according to its situation
and what it wants from claims ad-
ministration, Mr. Tweedy said.

The primary factors to consider
when deciding whether to move
claims administration in-house
from a TPA include budget con-
straints, manpower constraints
within the organization, manage-
ment time constraints, the extent
of the commitment to self-admin-
istration, and the level of support
in senior management.

"All of these have to be taken
into consideration"” when deciding
whether to self-administer, Mr.

Tweedy said.

The biggest advantage to mov-
ing a program in-house is it allows
control over the administration,
said Frank Giannattasio, who is
with the bureau of risk manage-
ment for the state of New Jersey in
Trenton, N.J.

"Control is a great thing to have
when you're spending an organi-
zation's money and you're respon-
sible for how that money is spent,”
he said.

In addition to control, the abili-
ty to customize the program be-
yond what a TPA can do affords
another advantage. And the added
control allows an organization to
strive for a higher level of quality

Eldorado Computing's
MCSpac takes the
Nightmare Out of
Claims Repricing

The buzz word is auto-adjudication.
The benefit is instantaneous. Introducing
Eldorado Computing's MCSpoc, a
proprietary software system that simp ifies
managed core transactions, including
facility or ancillary contracts. This system is
a comprehensive and flexible solution for
organizations involved with high volumes
of managed core transactions. TPAs. PPOs.
HMOs and IPAs ore now empowered with
the computerized technology to fully
automate monoged core repricing,
induding the automation of complicated

facility contracts.

Mapac can serve os a srand-alone
product or integrate with other Eldorodo
products for o total solution to monoged

core, case management and hedth
benefit management challenges.

5353 North 16th Srreer, Suite 400

Phoenix, AZ 85016

602-604-3100 - FAX: 602-604-3115

http://www. eldocomp.com

For more information or to schedule o

live demonstration, call Eldorado Sales at
602-604-3100.

and a greater handle on costs, Mr.
Giannattasio said.

Also, by doing things in-house,
you can more easily keep tabs on
settlements and litigation, which
also helps "control how much
money you're spending,” he said.

But self-administration is not
without its drawbacks, Mr, Gian-
nattasio pointed out.

When self-administering, "you
find yourself getting more and
more involved in the process," he
said.

Perhaps the biggest drawback to
self-administering is the need "to
make the commitment to manag-
ing the process," he said. This in-
cludes learning about the claims-
paying process, paying up-front
costs, establishing a professional
staff and developing litigation
management policies and proce-
dures.

In order to justify the start-up
costs, senior management needs to
be convinced of the benefits of
self-administration, he said. And
once established, the benefits have
to be reiterated, or the department
could become the target of cost-
cutting in the future, he said.

A somewhat hidden concern is
the need to create a professional,
experienced staff. In creating a
staff, Mr. Giannattasio empha-
sized, "you only get what you pay
for." Because there is competition
for experienced claims adjusters,
good ones will cost money, he said.

Once an organization has decid-

17 bl-"F-6&64*
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ed to self-administer, perhaps the
most important step is to identify
what you want to accomplish with
the department, he said. Also, only
self-administer the frequent
claims-such as workers compen-
sation or common general liability
claims-where the organization
can save money; leave the rare or
unusual ones for a TPA, he said.

"You want to grab those claims
you feel are important to your or-
ganization and where you can
come up with a solution to do bet-
ter than anybody else," Mr. Gian-
Nnattasio said.

Another key point is creating a
plan for the claims staff. The plan
should address caseloads for each
adjuster and create career paths
for adjusters. A good staff is criti-
cal, because when a mistake is
made, there is no TPA to blame, he
said.

And, he added, "chances are, no
matter how many people you
think you need, you will need
more.”

Before a company undertakes
self-administration, an adminis-
tration program should be created
that supports the goal of the
claims unit. The program should
address any problems that have
existed in the past with claims ad-
ministration, such as poor service.

See Claims on next page
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Continued from page 3

felt that the low scores they re-
ceived were not representative of
their practices.

The individual scores provide
motivation for companies to im-
prove, said Georges Balcer, director
of risk management at Bowater Inc.
in Greenville, S.C.

"Personally, | believe that if we
don't show individual results, we
will not provide any incentive for
any company to really dig deep into
their organization to improve qual-
ity."

Mr. Balcer, who was involved in
developing the scorecard, said the
ranking helps the competitive mar-
ketplace, because "the guy at the
bottom of the rung wants to be at
the top rung.”

It is reasonable to think, Mr. Bal-
cer noted, that top management at
a company ranked at the bottom
would strongly encourage employ-
ees to improve the quality of prod-
ucts and services.

The preliminary report released
in Dallas provided grades for over-
all categories. On a scale of 100,
risk managers gave the overall in-
dustry a score of 70 in performance,
a 67 in satisfaction and a 72 in loy-
alty. Last year, the industry also re-
ceived a 70 in performance, a 67 in
satisfaction and a 73 in loyalty.

Claims

Continued from previous page

Finally, Mr. Giannattasio noted, a
litigation management plan is essen-
tial. The plan should include choosing
attorneys to handle the litigation,
paying legal bills and conducting liti-
gation reporting. When choosing at-
torneys, he recommends involving the
organizations' general counsel in the
process so that he or she agrees with
the final decisions.

Cathy Barna, manager-risk finance,
insurance and claims for MediaOne
Group in Englewood, Colo., said out-
sourcing claims handling to a TPA
also provides many advantages.

One advantage is that a TPA will
know the workers comp laws and
rules for each state. So, an organiza-
tion with operations in many states
might find it advantageous to use a
TPA, rather than attempting to learn
the laws and keep abreast of any
changes.

Also, hiring a TPA gives you a fixed
price' for the service. "They have to
deal with retraining and turnover" of
workers, she said.

Although a TPA does not provide
the control of a self~-administered pro-
gram, services can be customized to fit
client needs.

Another advantage with a TPA is
that there is no need for costly claims
managernent systems.

There are pitfalls, too, she said. It's
harder to control the activities of a
IPA. "The adjusters are generally not
right there, and you have to rely on
good communication skills," she said.

And with a TPA, you have to pro-
vide clear guidance and keep a watch-
ful eye on them. "You only get what
you ask for and watch for," she said.

So, even though hiring a TPA re-
lieves a company of much of the bur-
den of administering claims, a risk
manager still must understand the
claims process. "There is some work
for you to do," she said.

Finally, to avoid surprises later, the
contract with the TPA should spell
out both parties' expectations and the
TPA's pricing for services.

To make the relationship work
smoothly, she recommends an open
dialogue with the TPA. "Listen to
each other," she said. [al

Brokers got the highest perfor-
mance score this year, with a -4,
and the top satisfaction mark, at
70. They were scored 74 for loyal:y
In 1998, brokers scored 73 in per-
formance, 69 in satisfaction and 76
in loyalty.

Willis Corroon Corp. was graded
highest among brokers last year
and recognizes the need to contin-
ue to improve the quality of its
products and services, according to
Luke Laborde, Nashville, Tenn.-
based senior vp in charge of the
broker's strategic insurer relations.

"We're appreciative of receiving
the ranking because it was our
clients who voted us there,” he
said. "But we clearly recognize that
the whole industry-and we as part
of the industry-need to improve
materially" the level of quality pro-
vided to risk managers.

Insurance and reinsurance com-
panies received a score of 67 fcr
performance, 66 in satisfaction and
74 for loyalty. Last
insurers/reinsurers rated 68 in per-
formance, 66 in satisfaction and 74

year,

in loyalty.

Risk managers gave third-party
administrators the lowest marks
this year. TPAs were scored at 66
for performance, 62 for satisfaction
and 64 for loyalty. In the 1998
scorecard, TPAs received 65 in per-
formance, 60 in satisfaction and 59
in loyalty.

Travelers Property Casualt.

Corp., which finished in the middle
of the pack last year, relies on the
scorecard as part of its strategic
planning, according to Vincent Ar-
mentano, second vp-workers com-
pensation claims at the Hartford,
Conn.-based insurer.

"It's one of the few industry at-
tempts to look at customer satisfac-
tion. | do use it as a critical piece of
information to look at where we

Dua676666 limu/unce, Nnpill LU, 133V / £ta

are and where we want to be," he

said.

Mr. Armentano said the score-
card's "Impact Analysis of Satis-
faction Drivers"” reveals that risk
managers place a lot of emphasis
on building partnerships with their
industry providers. The downsizing
of risk management staffs in many
organizations likely has led to the
growing need for partnering with

insurers and other vendors, he said.

Travelers owns Constitution
State Services Co., a Hartford-
based TPA, and "our planning has
to address all the functions in the
survey" for both the insurer and
TPA, explained Blake Will, second
vp, claims-sales resources.

He and Mr. Armentano said the
low scores for TPAs might be

Continued on net page

Scorecard rates vendors on ability to satisfy

Respondents to the 1999 RIMS/QIC Quality Scorecard ranked vendors on how
well they performed in several areas identified as drivers of satisfaction.
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Scorecard

Continued fTom previous page
different if the size of TPAs were tak-

en into account.

Smaller TPAs, "by definition, arer_'t
helping you come up with alternatives
for your business but are just provid-
ing basic claims administration,” Mr.
Armentano said.

Risk managers who use small TPAs
probably would not grade those TPAs
as high as would risk managers who

Mr. Balcer agreed "It says to me, in
general that the industry is taking a
long time to address this issue and it is
an issue that takes a long time to ad-

dress. It's pretty hard to expect that,
in one year, you would see a signifi-
cant jump."”

Mr. Delillo said an effort was made

to increase the number of responses
gathered for this year's scorecard and
that the result was a much greater in-
volvement by risk managers.

Grading quality of service

The preliminary 1999 RIMS/QIC Scorecard graded the industry and individual segments on three criteria

100

a0 W Overall industry  # Brokers-3- Insurers/Reinsurers

use larger TPAs that provide a num- 60

ber of sophisticated services, he said.

fs«ji

"Those (scores for large TPAs) | 40

imagine, would be higher than aver-

age,” said Mr. Armentano. 20

Mr. Wilder, who is vp-risk manage-

L

ment for The Walt Disney Co. of Bur- O

bank, Calif., said he isn't surprised oy
the results. "l don't know if a year is a
reasonable amount of time to see

drastic results.”
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TPAs

"We sent out more surveys and
partnered with other groups,” includ-
ing the Captive Insurance Cos. Assn.
and the University Risk Management
& Insurance Assn. to boost participa-
tion, he said.

The effort drew 4,782 evaluations
from 1,259 respondents. There were
2,182 insurer/reinsurer evaluations,
1,810 broker evaluations and 790 TPA
evaluations. The number of individu-
al companies evaluated in each cate-
gory has not been released.

"Because there were so many re-
sponses, we felt we had to put some-
thing out here,"” Mr. DelLillo said of
the distribution at RIMS of prelimi-
nary findings.

Mr. Laborde of Willis Corroon said
the larger response that led to similar
sScores as in 1998 validates the
methodology used to compile the
grades.

However, he said, it is disappoint-
ing that the industry hasn't "made
more progress and the scores were as
low as they were."

RIMS has promoted the scorecard
as a way to improve the performance
of insurance industry service
providers and risk managers. In con-
junction with the scorecard, a toolkit
is available from RIMS and the QIC
that teaches risk managers how to use
the scorecard to improve communica-
tions and relations with their service

partners.

The erecutive summary report and
detailed findings will be distributed to
members of RIMS and the QIC as part
of their membership benets. Non-
members may purchase the report
and findings for an amount to be de-
termined. More information is auait-
able from the Quality Insurance
Congress, 2525 Perimeter Pkice
Drive, Suite 120, Nashville, Tenn.
37214; 800-445-3433.
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H. Lee Roth of Insurance Data

Services of San Juan Capis-
trano, Calif., was among the
RIMS exhibitors in Dallas last

week.

Business
INnNsurance®

- SERVICES -
REPRINT SERVICES

8/'s Reprint Departnient can provide
reprints, in quantities of 100 or more,
of any article appearing in the weekly
newsmagazine. Legal permission,
complying with U.S. copyright laws,
also can be provided to companies
wishing to reprint on their own, mate-
rial appearing in the newsmagazine.
For information, call or fax:
312/649-5319
Fax: 312/ 28()-3174
ARTICLE FAX SERVICE

For article photocopies sent by fax on
the same day, call us with your gedit
card information, specify B/ issue
date and article headline. The charge
is $7.50 per copy/per article. In-publi-
cation directories are not available by
fax. For aiticle photocopies call:
312/649-5398



1&msweemsll

Global Briefs

The Bermuda-based underwriting
subsidiary of troubled Australian rein-
surer New Cap Insurance Corp. Hold-
ings Ltd. has been placed into provi-
sional liquidation In addition, Aus-
trahan units New Cap Re Australia and
NC Re Capital Ltd have been placed
into voluntary administration Financial
problems surfaced earlier this year
when an inability to quantify natural

ont

introduced a program to finance risks
related to unusual weather conditions m

Europe Known as STORM-Snow,
Temperature or Ram Management-the
program is intended to help cover a
company's loss of earnings from such se-
vere or unexpected weather events
Limits range from £1 million to £15 mil-
hon ($1 6 million to $24 1 million)

Amlin Capital Management Ltd., part of
the London-based specialty insurance
group that advised on setting up of

Lloyd's first captive insurer, has named
Paul Bawcutt as non-executive chair-

man and James Denoon Duncan as

managing director Mr Bawcutt is the onginal decision by a single Supreme Court: judge

chairman of the independent consulting
firm Risk & Insurance Research Group
Ltd , while Mr Duncan loined Amlin in
1994 as a director of its members' agen-
cy Tom Brown, CEO of Lloyd's Japan
Inc. KK, the Tokyo-based service com-
pany of Lloyd's of London, will assume
the additional post of president in June,
following the retirement of Kunihiko
Sasamoto Tony Medniuk has suc-
ceeded Ken Haddon as chairman of the
London Processing Centre Ltd., a cen-
tral processing service for member com-
panies of the International Underwrit-
ing Assn of London Mr Medniuk is
managing director of British Aviation
Insurance Group Ltd and deputy chair-
man of the IUA Independent protec-
tion and indemnity club British Marine
Mutual Insurance Assn. is to demutual-
ize, backed by a $35 million investment
by Capital Z Financial Services Fund Il
LP,a New York-based global private
equity fund It will make British Marme
the first P&l club to become a fixed-
price insurer, with its members no
longer subject to unbudgeted supple-
mentary calls to meet unexpectedly high
claims Lloyd's managing agency
CLM at Lloyd's Ltd and broker Ben-
field Greig Group Ltd have launched a
World Wide Web site, www.
artinsure.com, through which brokers
can procure art insurance for private
collectors, dealers, museums and ex-
hibitors Policies are underwntten by 11
Lloyd's of London syndicates, with ap-
proved brokers given online access to
quotations, binding and billing facili-
ties, and loss adlusters Swiss Rein-
surance Co has endowed a professional
chair of risk management at the Umver-
sity of Nottingham in England The
chair, at the university's Centre for Risk
and Insurance Studies, will undertake
research in areas including the role of
private insurance in the future of the
welfare state and alternative methods of
risk financing and risk transfer Fol-
lowing the announcement of the pro-
posed new Brockbank Syndicate Man-
agement and ACE Underwnting Agen-
cies umbrella syndicates for the year
2000, Moody's Investors Service has
amended its ratings on the syndicates
mvolved Brockbank syndicates 588,
861 and 1209, rated B+, A- and A-, re-
spectively, under the proposed umbrella
will be rated A-, reflecting the strength
of the proposed syndicate's business
franchise, its underwriting team and its
capital support ACE syndicates 219,
488 and 960, rated B+, B+ and A-, re-
spectively, w11 be rated B+ to reflect the
inherent uncertainties in restructunng
ACE's current Lloyd's operation
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aged dunng construction m 1992
The London-based underwriters, led by Equitas Ltd on behalf of the
aLlc,yd's of London syndicates that wrote the A resident of a Sydney, Australia, suburb stands beside his damaged

/ ongmal contractor's all nsks (CAR) pohcy, car holding two of the giant hailstones that battered the area recently.

PHOTO AFP

tned to recover $274 4 milhon Australian of
the $280 milhon Australian ($1782 milhon)
they paid to the platform's owner by takmg a
subrogation action against the designers,
whom the msurers said were responsible for
most of the damage
But the court found a waiver-of-subroga-
tion clause m the policy was vahd Because the designers were comsured
under the pohcy, the msurers could not sue the demgners, the court ruled
The three judges of the Full Court of the Supreme Court, m a decimon
handed down last month, rejected an appeal by the insurers and upheld

No rate hikes see n

despite big halil bill

SYDNEY, Australia-Insurers face a $700 million Australian ($452
The six compames sued by the underwnters either were contracted to million) bill for claims from a massive hailstorm that hit Sydney unth-

design the platform or were parent companies that guaranteed the work out warning this month

of the designers In the initial judgment of December 1997, Judge Robert Damages are expected to include about $250 million Australian

Anderson ruled that, because of the policy's wordmg, the range of parttes ($162 million) m commercial property claims Insured commercial

covered by the pollcy was broad and mcluded contractors, subcontrac- losses will rise further after business interruption losses are calculat-

tors, designers, and their overseas principals that had given guarantees ed

The appeal court went further, saymg that even parties not covered by the But despite the extent of insured losses, the hailstorm is unlikely to

pollcy were mcluded m the clause that waived subrogation nghts result in increased premiums for Australian policyholders, said Rod
lan Bnggs, a construction insurance law expert with the Bnsbane,Aus- Frail, executive manager of corporate affairs for the Insurance Coun-

tralia, office of law firm Minter Elhson, said the broad wording meant the cil of Australia

msurers were unable to enforce any guarantees, as the pollcy mdemnifted Mr Frail said the storm IS emerging as the third-largest natural dis-

See Woodside on nert page See Sydney on next page

E.C. grants P&1 clubs liability-sharing exemption

By EDWIN UNSWORTH International Group Agreement, which gov- maintain the agreement on a temporary ba-
erns the abihty of shipowners to move their sis until a successor could be developed or
BRUSSELS, Belgium-The International liability coverage between P&l clubs (Bl, approved by the commission
Group of Protection & Indemnity Clubs, Sept 7, 1998) George Greenwood, chairman of the Inter-
whose members provide 90% of the world The P&l clubs consider the IGA essential national Group, commented in a statement
merchant fleet's habillty insurance, has won to preventing unbridled competition among "This decision recognizes both the value of
approval from the European Commission to the clubs By permittmg shipowners to move the group pooling system and the need for
continue its hability-sharing arrangement coverage from one club to another but only at rating discipline under the IGA . The deci-
The Commission earher this month grant- the rate quoted by the first club, the IGA pre- mon enables shipowners worldwide to con-
ed the 15-member International Group an vents shipowners from switching their cover- tinue to organize their own cover for them-
exemption until Feb 20,2009, to operate its age and immediately gettmg lower rates than selves through the group, at the highest level
Pooling Agreement, under which member their claims records may warrant and lowest possible long-term cost, and to
clubs share all liability claims between 4 5 To win E C approval, the IGA has been the benefit of their customers and third par-
milhon euros ($48 milhon) and 3 9 billion eu- modified by the P&l clubs to include greater ties"
ros ($4 16 b]lhon) transparency m how the clubs calculate rates European Union Competition Commis-
A statement from the commission ac- and to allow a club to quote a lower rate to a sioner Karel Van Miert said in a written
knowledged that the pooling agreement 'is shipowner as long as it can show the rate de- statement "This decision completes our ef-
necessary to allow P&l clubs to provide the crease is warranted by lower administrative fort over several years to increase competi-
substantial level of Insurance cover they of- expenses than the shipowner's previous P&l tion in this important sector | am pleased
fer at present club with a decision which preserves the benefits
The E C also granted a 10-year exemption An earher 10-year exemption from the E C that the (IGAs) provide to shipowners and
for the P&I clubs to contmue operating m ac- to abide by the IGA had expired in 1995, and customers while mcreasing the possibilities
cord with-albeit in a modified form-their the P&l clubs since had been permitted to for individual P&l clubs to compete "

Fall of BJP shelves deregulation bill in India

By KAUMUDI MARATHE the current polltical turmoil, how- coalltion government, some eco- viously, we are disappointed The
ever, the bill has been shelved in- nomic anmeties were eased this BJP had indicated a w1111ngness to
BOMBAY, India-The collapse definitely week Polltical parties decided to move ahead with the deregulation
of India’s 13-month-old coahtion Officers have already been se- unanimously pass the state and of the insurance sector "
government, led by the Bharatiya lected for the Insurance Regulatory railway budgets without further
Janata Party, has agam stalled leg- Authority, but it has no regulatory debate or delay However, other optimistic," he added "Companies
islation to deregulate the country's authority yet Once the bill is ap- matters, such as the insurance bill, are very much interested m India "
msurance mdustry proved, the authonty wall have sole Mll be tackled only after the new
The BJP was ousted from office heensing power in the sector, government Is formed Life Insurance Corp of India, is not
Apnl 17, losing a no-confidence though the government wtll retain A representabve of the Insurance so upbeat "The parties that may
motion by a single vote the nght to veto its decisions (Bl, Regulatory Authonty said "There make up the new government are
The long-awaited Insurance Jan 11) is nothing to do but wait and very disparate,” he explained "The
Regulatory Authonty Bill was ex- Accordmg to a spokesperson at watch There has been a consensus BJP government was decisive,
pected to be approved m Parha- the Indian Embassy m Washing- on the budget, similarly, there may quick Now there w,11 be too many
ment this month It would allow for ton, "No clear picture has so far be one for the msurance bill No varying pressure groups "
the deregulation of India's current- emerged on the formation of a new one can say At this point, even the Mr Nigam added that mnce the
ly nationahzed sector, permitting government at the center, even as major players have no idea what government collapse there have
hmited foreign mvestment and pohtical parties are busy m formu- w111 happen "
participation It also recommends latmg their strategies on the issue” Brad Srmth, director of mterna- Indian media regarding foreign in-
the Insurance Regulatory Authon- As the country waits to hear tional relations for the American vestors "Business houses are dis-
ty as an autonomous governing whether the Congress-| Party, led Council of Life Insurance, has stud- turbed about the state of affairs,"
body for the sector In the face of by Sonia Gandhi, w11 head a new ied the Indian region He said "Ob- he said Ell

"It is hard for us to not still be

H K Nigam, an executive of the

been several negative comments m
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Continued from previous page
the guarantors as well.

The litigation followed a De-
cember 1992 accident at the Good-

1999

wyn A oil and gas drilling plat-
form, located 130 kilometers (80.6
miles) off the Western Australian
coast. The accident occurred dur-
ing the platform’'s installation,
when support piles collapsed. Re-
medial work cost more than $320
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million Australian ($203.7 mil-
lion), but the platform owners
were insured only for $280 million
Australian.

The platform is owned by the
eight Woodside joint venture part-

Judge Anderson found that all
parties against whom the insurers
took action were insured under
the CAR policy, ever- though evi-
dence presented at the first trial
suggested that tha: may not have
been the Woodside joint venture
partners' intent. Although the de-
signers and other parties were not
specifically named on the policy,
the "other assureds” clause in-
cluded them, the judge found.

The judge noted that the words
of the clause describing other in-
sureds had to be given their "ordi-
nary, natural meaning (in a) con-
tract providing project insurance
to a major construction project.”

Judge David lpp, the appeal
court judge who wrote :he judg-
ment-with which his fellow

judges unanimously agreed-said

Sydney

Continued from previous page

aster in Australia's history, behind
the 1990 Newcastle earthquake,
which caused insured damage of
about $1 billion Australian ($650
million), and Cyclone Tracy, which
caused insured damage of $760 mil-
lion Australian ($491 million) in Dar-
win in 1974.

The storm, which hit Sydney on
the evening of April 14, was the
costliest in Sydney's history. Previ-
ously, the most expensive storm was
a 1990 disaster that caused $300 mil-
lion Australian ($194 million) of in-
sured damage.

The bill from the storm "doesn't
automatically mean premiums will
rise," Mr. Frail said. "The losses were
well-covered by insurers' claims re-
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there were good commercial rea-
sons for Woodside to desire that
the waiver of subrogation extend
beyond the coverage provided by
the policy.

The case demonstrates

the need to review policy
wordings carefully, says
lan Briggs, a construction
insurance law expert.

There was incentive for Wood-
side to contract for a waiver, and
the clause in the policy extended
the waiver to persons not entitled
to coverage. The clause waived
subrogation rights against "any
person. . .whose interests are cov-
ered by this policy," the judge not-
ed.

Mr. Briggs said that while the
insurers had not intended the pol-
icy coverage to be so broad, the

serves and reinsurance.”

The level of reinsurance losses is
still being calculated.

Sydney's southern and eastern
suburbs, predominantly residential
areas, were the hardest hit by the
storm. Hailstones, some as large as
tennis balls, caused extensive dam-
age to automobiles, house windows
and roof tiles. Many power lines fell
during the storm, causing fires to
break out in several suburbs.

Mr. Frail said that about $450 mil-
lion Australian ($291 million) of the
insured damage will be split evenly
between private automobile and
household claims. The remaining
$250 million Australian ($162 mil-
lion) is expected to come from com-
mercial losses. The ICA also esti-
mates there will be about $100 mil-
lion Australian ($65 million) in unin-
sured damage from the storm.

Eric Dodd, chief executive officer
of Australia's largest non-life insur-
er, NRMA Ltd., agreed that the storm
was one of the most costly natural
disasters Australia has experienced.

Sydney-based NRMA has estimat-
ed its total losses from the storm at
more than $200 million Australian
($129 million). This includes $120
million Australian ($78 million) in
auto claims and $90 million Aus-
tralian ($58 million) in household
claims.

Sydney-based non-life insurer
GIO Australia Ltd. received 5,000
calls the day after the storm and has
estimated its total exposure at $25
million Australian ($16 million) to
$30 million Australian ($19 million).
But Peter Corrigan, GIO's chief exec-
utive officer, said the losses are "un-
likely to have a major impact" on
GIO's business.

HIH Insurances Ltd. of Sydney has
received 1,000 auto claims and esti-
mates its total losses from the storm
at about $27 million Australian ($17
million).

Mr. Frail said commercial loss
claims from the storm still are com-
ing in, but most claims so far relate to
damaged roofs in factories and ware-
houses and from auto damage in ear
dealer lots. He said all commercial
loss estimates so far relate to proper-
ty damage. Business interruption
losses are expected, but will take a
while to calculate, he said.

One Sydney business badly hit by
the storm was Johnson & Johnson
Pacific Pty. Ltd,, a wholly owned
subsidiary of USA-based Johnson &
Johnson Corp. of New Brunswick,
N.J. John Windfield, corporate af-
fairs manager for Johnson & Johnson
Pacific, said the roof of the compa-
ny's manufacturing and distribution
site at Botany, Australia, south of

case demonstrates the need to re-
view wordings carefully. He said
brokers and underwriters need to
ensure that policies they write ac-
curately reflect the coverage they
intended to provide.

"The description of the insureds
in the policy appears to be fairly
standard, and thus the same prin-
ciple may apply in other disputes
over construction works," he said.

The CAR policy was based on an
Institute of London Underwriters’
wording.

The insurers had argued in the
case that third parties, such as de-
signers, had no independent rights
to claim under the policy, particu-
larly where they had no knowl-
edge of the existence of the policy
at the time they performed their
work.

However, "The case confirms
that knowledge of the existence of
an insurance policy, at the time
the work is done or the damage
suffered, is not essential for a
third party to claim under it," Mr.
Briggs said. Ell

almost

Sydney,

was entirely
"knocked out" by the storm.

He said the company hired con-
tractors to temporarily patch the
roof, allowing the company to restart
limited production.

Johnson & Johnson Pacific manu-
factures and distributes a range of
health care products, including pain

'The losses were well-

covered by insurers'

claims reserves and

reinsurance,' says
Rod Frail of the ICA.

relievers, toothbrushes and ban-
dages. The Botany site distributes to
retailers throughout Australia and
New Zealand.

Mr. Windfield said the company
still is assessing property damage
and stock losses and could not yet
put an accurate figure on the finan-
cial cost of the storm.

"It would be inappropriate to com-
mit to the exact extent of the loss at
the moment,"” he said. "Our focus
now is on physically protecting assets
and ensuring some form of continu-
ity of supply."

Mr. Windfield said he expects busi-
ness interruption losses to emerge
from the storm because the compa-
ny's supplies to retailers have been
severely disrupted.

He said all Johnson & Johnson Pa-
cific losses stemming from the storm
will be insured through parent com-
pany Johnson & Johnson Corp.'s
worldwide, multiline policy with Al-
lendale Mutual Insurance Co. of
Johnston, R.I.

The Sydney warehouse and distri-
bution site of national Australian
homeware retailer Harvey Norman
Holdings Ltd. also was struck by the
storrn.

Bern Drenth, Harvey Norman's
group manager for insurance, risk
management and security, confirmed
the warehouse had been badly dam-
aged but would not comment on ex-
pected financial losses or insurance
arrangements.

The Australian Bureau of Meteo-
rology said the storm developed so
quickly that there was no time to is-
sue an official warning. The bureau
has received much criticism, and
some politicians have called for an
inquiry into why Sydney residents
were not warned of the storm. Mr.
Frail said the ICA could not com-
ment on the absence of a storm

warning. Igm
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Two Danish insurers agree to merge

By MARIA KIELMAS

COPENHAGEN, Denmark- Share-
holders from Danish insurer Tryg-
Baltica Forsikring A/S and
banking/insurance group Unidan-
mark A/S have approved a merger of
the two companies.

Under the merger with Unidan-
mark, the shareholders of Tryg-Balti-
ca will receive three Unidanmark
shares for every eight Tryg-Baltica
shares held.

The two Copenhagen-based com-
panies' cumulative gross premium in-
come in 1998 was about 12 billion
Danish kroner ($1.71 billion), accord-
ing to Tryg-Baltica Managing Diree-
tor Bent Westegaard. Of this, about 10
billion Danish kroner ($1.43 billion)
was attributable to Tryg-Baltica.

Mr. Westegaard said that the at-

OSHA

Continued from page 1
initiative, which began in the 1980s.

Companies must meet numerous
requirements to participate in the
program, including posting a safety
record that's significantly better than
others in their industry. The safety
programs also must involve input
from employees.

Companies that meet the stan-
dards are exempt from OSHA's pri-
ority inspection list, though OSHA
retains the right to inspect those
workplaces in response to worker
complaints and accidents.

"Over 500 worksites in a wide
cross-section of businesses currently
participate in the VPP, covering over
300,000 workers," said Rep. Thomas
Petri, R-Wis., who sponsored the leg-
islation along with Rep. Robert An-
drews, D-N.J.

"By taking a cooperative rather
than punitive approach, OSHA and
the participating businesses have
produced lost workday rates that are
about 50% lower than the industry
average, and the companies are en-
joying reduced workers compensa-
tion costs. So it's apparent that the
approach is an effective way to pro-
vide for workplace safety," he said.

Rep. Andrews told the panel that
the experience of the VPP to date
provides "powerful evidence" that
safety performance improves when
employees are involved in dealing
with safety issues.

Lance Ewing, chair of RIMS Ex-
ternal Affairs Team, pointed out that
the bill simply codifies what OSHA is
already doing.

"From RIMS' standpoint, we're al-
ways supportive of health and safety
programs. The codification of this
program is certainly something we
would probably embrace as long as
the VPP program does not have any
significant changes that would be
detrimental” to businesses, said Mr.
Ewing, who is also director-insur-
ance and loss prevention for GES
Exposition Services Inc. in Las Ve-
gas. He noted that GES is currently
applying to participate in Califor-
nia's VPP program.

The OSHA program is drawing
support from insurers as well.

"We've been supportive of the VPP
program as an example of a coopera-
tive effort between employers and
OSHA that can enhance workplace
safety. We think the legislation is a
positive effort toward changing em-
ployer attitudes toward OSHA," said
ramera R Velasquez, public affairs
counsel for the Alliance of American
[nsurers in Washington.

OSHA itself does not object to the
concept of codifying the program.

"OSHA has consistently supported

traction of the merger was for the in-
surer to use the bank's distribution
system for its products. "We think
that distribution channels are very
important for the future of insurance,
and most people are closer to a bank
than an insurance company," he said.

The announcement of the deal
comes after Tryg-Baltica's manage-
ment rejected recent offers from two
leading Scandinavian insurers.

In late March, Copenhagen, Den-
mark-based Codan Insurance Co.,
which is 71% owned by London-
based Royal & Sun Alliance Insur-
ance Group P.L.C., published an open
letter to the management and advisers
of Tryg-Baltica, asking them to recon-
sider the Unidanmark merger and opt
to join Codan. Meanwhile, Bo Inge-
marsson, chief executive officer of the
newly created non-life company

codifying the VPP program, as long
as the codifieation retains the VPP's
focus on companies that demonstrate
the highest commitment to worker
safety and health. Any codification
should require employers to demon-
strate excellence and should retain
the program's primary focus on work
sites," said an OSHA spokesman.

Meanwhile, a pair of physicians
testifying on another major matter of
concern to employers that was aired
before the subcommittee last week-
the agency's proposed ergonomics
standard-made clear that they be-
lieve OSHA's ergonomics efforts
should be blocked.

"As a clinician, | have concerns
that OSHA's proposed draft er-
gonomics standard is at best mis-
guided and at worst counterproduc-
tive," said Dr. Michael Vender, a
hand surgeon from Arlington
Heights, lll. In his testimony, Dr.
Vender said that OSHA was basing
its initiative on inadequate evidence.

Dr. Stanley J. Bigos, professor of
orthopedics at the University of
Washington in Seattle, voiced similar
concerns. Imposition of an er-
gonomics standard could cost jobs, as
employers seek ways to avoid er-
gonomics exposure, he said. "Are we
so desperate to carry out what has

formed by Sweden's Skandia Insur-
ance Co. and Norway's Storebrand
A/S, suggested that his company
might still bid for Tryg-Baltica.

Peter Zobel, the administrative di-
rector at Codan who signed the open
letter to Tryg-Baltica, said Codan re-
garded Unidanmark's offer to Tryg-
Baltica shareholders as too low.

"We thought Unidanmark bought
into Tryg-Baltica too cheaply, but we
didn't want to make a hostile offer.
We just wanted to start negotiations,"
Mr. Zobel said.

Under Codan's proposed merger,
the combination of Codan and Tryg-

Baltica would have captured 20% of
the Danish insurance market. Mr. Zo-

bel said he did not think that level of
market share would have caused
problems with Denmark's insurance
regulators.

become a political goal by chancing
the destruction of many well-paying
jobs?" he asked.

Rep. Roy Blunt, R-Mo., author of
H.R. 987, the Workplace Preserva-
tion Act, also cited the possibility of
lost jobs in his testimony. Rep.
Blunt's bill would block OSHA from
promulgating a standard until the
NAS study is complete (Bl, March
15)

"My primary concern with the
draft standard as written is my belief
that it will ultimately force employ-
ers to replace workers with machines
out of their fear of being cited by
OSHA. The requirements for em-
ployers in the draft standard are ill-
defined and ambiguous," he said in
testimony before subcommittee.

The proposed standard, however,
was not without its defenders. Eric
Fnimin, director-occupational safety
and health for the Union of Needle-
trades, Industrial and Textile Em-
ployees in New York, decried what
he called an "extremist attack” on
OSHA's proposed standard.

"To deny the severity of the er-
gonomics problem is simply a cold
political calculation. But it is also a
betrayal of the workers who suffer

every day," he told the subcommit-
tee. Ell
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standards for screening and placing personnel for all designated branch locations

Tryg-Baltica was created in 1995,
when Copenhagen-based Tryg For-
sikring A/S bought Baltica Fodang
A/S from its then-owners, the Copen-
hagen-based bank Den Danske Bank.
Tryg Forsikring has no connection to
the Swedish insurer Trygg Hansa AB.

The synergies in this merger were
important, according to Mr. Weste-
gaard. The two companies estimate
pre-tax synergies to be 450 million
Danish kroner ($64.3 million) annual-
ly, composed of 300 million Danish
kroner ($42.9 million) in cost savings
and 150 million Danish kroner ($21.4
million) of revenue increases. Those
amounts are expected to be fully real-
ized within three or four years.
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Plans for the merger were first an-
nounced March 10. The decision to
merge was mutual, Mr. Westegaard
and the Unidanmark spokesman con-
firmed.

Skandia's Mr. Ingemarsson said he
could imagine a future Scandinavian
insurer formed much along the lines
of the Scandinavian Airline Systems,
where national borders are irrelevant
to business. But Mr. Westegaard
countered, "You don't get many syn-
ergies in merging Euro-bordelS."

Mr. Westegaard added that he real-
ized that the Skandia/Storebrand
non-life company is seeking both a
Danish partner and a Finnish partner.
"But | don't think that appeals to us,”
Mr. Westegaard said.

Codan’'s Mr. Zobel would not com-

ment on any possible linkup between
Codan and Skandia/ Storebrand. 81
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Work comp

Continued from page 2

the aging of the baby boomer popula-
tion, which willlive and be employed
longer than previous generations and
thus have more time to suffer on-the-
job injuries.

"The whole system is beginning to
have to cover a larger worker base,"
said Joanne Balling, a director and
property/casualty actualy at Stan-
dard & Poor's and a coauthor of the
report.

If the economy begins to slow
down, that also will increase demands
on workers comp insurers, which his-
torically have enjoyed comparatively
low frequency of claims during boom
periods, said Robert Partridge, a
Standard & Poor's director and the
other coauthor of the report.

Buyers need to consider these
points when choosing a workers comp
insurer in the emerging environment,
the authors said:

* Longevity in the market and stay-
ing power.

« Consistency in the market: several
yeal-s of service without interruptions.

» A good score by a financial rating
service and a strong balance sheet.

» Availability of risk mitigation ser-

vices, such as plant safety inspections.

The California market, which has
seen rampant price cutting since the
repeal of the state's minimum rate
law, is beginning a shift toward hard-
ening after "somewhat of a free-for-
all...with smaller companies slashing
rates by as much as 50% to gain mar-
ket share," the S&P report states.

Several other factors contributed to
a favorable market for buyers in Cali-
fornia prior to 1998, including em-
ployers doing"a much better job with
safety," which helped cause a signifi-
cant reduction in the frequency of
work-related injuries, said Paul
Rodliff, senior vp and division manag-
er in California for the business mar-
kets unit of Boston-based Liberty
Mutual Insurance Group.

In addition, intense competition
from regional insurers writing only
California workers comp business
helped reduce the effective annual
price of per-employee insurance to
$692 in 1998 from $1,051 in 1992.

Very recently, however, prices in
California, in contrast to most other
markets in the United States, have
flattened or have risen slightly over
last year, "and further progress
should be made this year," the S&P
report states. That "progress," mean-
ing rising prices for buyers and im-
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proved profits for insurers, should be-
come significant in three to five years,
it predicts.

After experiencing several years of
inexpensive workers comp coverage,
most U.S. employers with average
safety records are likely to face some
price increases, according to Liberty
Mutual executives.

Insurers' deteriorating financial re-
sults are expected to prompt single-
digit percentage increases in premi-
ums for most non-Californian em-
ployers with average losses. Califor-
nia-based employers will likely face
increases close to 10%, they said.

However, employers anywhere
with better-than-average safety
records still may be able to get reduc-
tions, while those with worse-than-
average losses will see higher increas-
es, according to Gary Gregg, execu-
tive vp and manager of Liberty's bum-
ness markets unit nationally.

"The general history is the same for
most states, but the amplitude is not
as great" as it was in California, Mr.
Gregg said. Across the nation, reforms
helped reduce the severity per claim

and the average cost per claim. Over-
all pricing was down at least 40%
from what it had been six years earli-
er, he said.

Now, though, competition among
workers comp insurers has reached a
point where workers comp losses are
worsening, according to a new statis-
tical report from the National Council
on Compensation Insurance (BI, April
19). Preliminary estimates are that
two key combined ratios are expected
to increase five percentage points
each in 1998. The accident-year ratio,
which considers losses only from acci-
dents in a given yeair, is expected to
climb to 121% from 116% in 1997.

In addition, the calendar-year ratio,
which includes claims payments and
reserve changes during the year for
accidents in that year or earlier, is ex-
pected to increase to 106% from
101%.

In the years ahead, prudent buyers
of workers comp coverage will choose
insurers with programs designed
specifically to fit the size of the em-
ployer and the type of industry,
whether it be "a supermarket, a

wholesaler or a metal worker,"” Mr
Royles of Hartford said. For example.
he said, Hartford has had much sue-

cess aiming specific coverage at small
businesses at a time when insurers 01

ers are subject to extreme market
pressures.

Insurens say they are not yet sure
what effect the undoing of a large
workers comp reinsurance pool may
ultimately have on markets and
prices. The pool, operated by Unicov-
er Managers Inc., stopped accepting
business earlier this year after premi-
um volume far exceeded projections
Analysts estimated Unicover facilities
gross losses would be between $1 bil-
lion and $2 billion (Bl, March 15).

Neither Liberty nor Hartford was a
member of or participant in the Uni-
cover pool.

rankings Ofworkers compensation in-
surers, visit S&Py Web site at
www.standardandpoors.com/rat-

ings/insurance. Select Business Sectot

reports.

S&P's top 50 workers comp insurers

Groups and individual insurers, ranked by direct premiums written, in millions of dollars

Rank Company

1 Liberty Mutual Insurance Group
2 American international Group
3 CNA Insurance Group

4 Kemper National Cos.

5 Citigroup

6 Hartford Insurance Group

7 State Compensation Insurance Fund
8 Zurich Insurance Group

9 Nationwide Group

10 Fremont General Group

11 Allianz Insurance Group

12 Reliance Group

13 Superior National Insurance Group Inc.

14 CGU Insurance Group

15 St. Paul Cos.

16 American Financial Group

17 CIGNA Group

18 Orion Capital Group

19 Chubb Group of Insurance Cos.
20 Safeco Insurance Group

21 Legion Insurance Group

22 FCCI Mutual Insurance Group
23 Clarendon Insurance Group

24 Riscorp Group

25 New Jersey Manufacturers Group
26 Zenith National Insurance Group

27 Royal & Sun Alliance Group

28 Texas Workers Compensation Ins. Fund

29 Arizona State Compensation Fund
30 SAIF Corp.

31 State Farm Group

32 Old Republic Group

33 Allmerica Financial Group

34 Louisiana Workers Compensation Corp.

35 Cincinnati Financial Group
36 Talegen Holdings Group
37 The PMA Insurance Group

38 Blue Cross of Northern California Group

39 Atlantic Cos.
40 W.R. Berkley Group
41 Harleysville Group
42 TIG Insurance Group
43 Erie Insurance Group

44 Sierra Health Services Group

45 Amerisure Cos.

46 Blue Cross & Blue Shield of Michigan Group

47 CE Heath Group
48 Credit Suisse Group
49 Selective Insurance Group

50 Argonaut Group

Direct Pe,cent Market
premiums  growth share Principal operating unit writing Rating
1997 1997 workers compensation
1,975.2 0.3% 6.8%  Liberty Mutual Fire Insurance Co. AA
1,707.8 -9.1% 5.8%  National Union Fire Insurance Pittsburgh, Pa. AAA O
1,615.3 6.0% 5.5%  Transportation Insurance Co. A+ 0O
1,241.0 3.0% 4.2%  Lumbermens Mutual Casualty Co. A+ o
1,135.8 -6.4% 3.9%  Travelers Indemnity Co. of lllinois AA- 0
1,115.5 -4.9% 3.8%  Hartford Underwriters Insurance Co. AA
1,035.8 5.9% 3.5% Ao
978.4 18.8% 3.3% Business Insurance Co. NR
873.6 -15.5% 3.0%  Employers Insurance of Wausau a Mutual Co. AAQ
738.8 7.5% 2.5%  Casualty Insurance Co. AO
658.5 -6.5% 2.3%  Firemans Fund Insurance Co. AM O
628.1 16.7% 2.1% Reliance National Indemnity Co. A0
617.8 -10.9% 2.1%  Superior National Insurance Co. BBB 0
529.3 -2.3% 1.8%  Houston General Insurance Co. NR
463.7 -18.1% 1.6%  St. Paul Fire & Marine Insurance Co. AAO
433.6 6.2% 1.5%  Republic Indemnity Co. of America A+ 0
411.3  -19.1% 1.4%  Pacific Employers Insurance Co. BBB O
392.5 2.5% 1.3%  Connecticut Indemnity Co. A+ O
350.4 3.7% 1.2%  Federal Insurance Co. AAA O
318.4 -1.8% 1.1%  American States Insurance Co. AA+ O
301.5 46.8% 1.0%  Legion Insurance Co. A+ 0O
280.7 -4.8% 1.0%  FCCI Mutual Insurance Co. BBBpi
252.2 46.1% 0.9%  Clarendon National Insurance Co. A0
250.8 -44.7% 0.9%  Riscorp Insurance Co. NR
246.4 “21.7% 0.8%  New Jersey Manufacturers Insurance Co. NR
237.8 12.5% 0.8%  Zenith Insurance Co. AA-0
236.7 -6.3% 0.8%  Royal Indemnity Co. AA-
233.6 -38.8% 0.8% BBBpi
228.7 -18.6% 0.8% BBBpi
223.6 -7 7% 0.8% BBBpi
213.7  -12.7% 0.7%  State Farm Fire & Casualty Co. AAA O
213.3 -13.1% 0.7%  Old Republic Insurance Co. AAF+©
203.3  -11.5% 0.7%  Citizens Insurance Co. of America (M) AA-O
199.6 -0.8% 0.7% BBpi
186.6 -8.6% 0.6%  Cincinnati Casualty Co. AA+ O
186.2 2.7% 0.6% North River Insurance Co. A-0
181.6 -10.2% 0.6%  Pennsylvania Manufacturers Indemnity Co. NR
164.8 -8.2% 0.6% Unicare Insurance Co. NR
154.1 -3.2% 0.5%  Atlantic Mutual Insurance Co. A.o
148.1 15.5% 0.5%  Acadia Insurance Co. AA- O
147.7 -15.3% 0.5%  Harleysville Mutual Insurance Co. Api
140.8 -25.6% 0.5%  TIG Premier Insurance Co. A0
137.1 -15.3% 0.5%  Erie Insurance Exchange AApi
135.9 7.3% 0.5%  California Indemnity Insurance Co. BBpi
134.9 -2.6% 0.5%  Michigan Mutual Insurance Co. 88Bpi
132.6 -12.1% 0.5%  Accident Fund Co. (The) NR
131.7 28.5% 0.5%  CE Heath Compensation & Liability Insurance Co. NR
131.6 -3.3% 0.5%  Regent Insurance Co. API
129.8 -7.3% 0.4%  Selective Insurance Co. of America A+ 0
129.4 43.4% 0.4% AA+ 0

Argonaut Insurance Co.

0 Denotes a Standard & Poor's Securi Cirde insurer. which is one that voluntarily has undergone S&P's most comprehensive review and has achieved one of S&P's top four rating categories;

"pi" denotes a rating that is based upon public information

Source: Standard & Poor's Corp.



Results

Continued *om page 2

CNA Financial Corp. in Chicago,
said, "l think the trend for '99 is
not real rosy, that in many cases
many of the product lines are los-
ing money, not only on a com-
bined ratio basis but on an eco-
nomic basis, and that many rein-
surers are at that sort of point of
being on the edge, and they're go-
ing to have to take action.”

"We hear some rumblings about
some of the larger insurance com-
panies saying that they're going to
hold the line on rates," said Steve
Tirney, president and chief oper-
ating officer of Philadelphia-
based PMA Reinsurance Corp.

In addition, "the workers comp
problems may start to at least lev-
el off that market," he said, refer-
ring to the losses generated by
reinsurance pools managed by
Unicover Managers Inc. (BI,
March 15). "I think it could filter
through to the reinsurance market
on some of the workers comp
placements.”

Putting aside the workers comp
issue, though, "l think the reserve
redundancies of the past are being
used up, and something's going to
give sooner or later. I'm not saying
the market's going to change any-
time soon, but we can't keep going
the way we're going," he said.

This year "will be on par with
'98," said John L. Ward of the
Cincinnati-based Ward Financial
Group. "The big unknown is the
extent of the cat losses.

"We are seeing more companies
implement tighter underwriting
discipline in their operations, so |
think that's a positive, longer-
term move, but pricing remains
soft, and overcapacity remains
abundant, so it continues to be a
segment with too much capital.”
As a result, discipline must be vol-

Largest U.S. reinsurers' year=end 1998 res

Reinsurers

1. General Re

2. Employers Re

3. American Re

4. Transatlantic/Putnam
5. St. Paul Re

6. Everest Re

7. Berkshire Hathaway

8. Zurich Reins. N.A.)

9. Swiss Re America
10. Hartford Re Co.
11. SCOR U.S. Group

12. Gerling Global Re

13. NAC Re
14. Underwriters Re
15. TIG Re Co.

16. Signet Star Re

17.  Risk Capital Holdings Group 234,735

18. PMA Re
19. Reliance Re

20. Folksamerica Re

Totals for Top 20

Total for all companies

untary rather than imposed by
lack of capital, said Mr. Ward.

"I think you have to divide the
crowd into two groups-the large
companies vs. the smaller ones,"
said Michael Smith, an analyst
with Bear, Stearns & Co. in New
York.

"l think the larger ones will
continue to show fairly stable un-
derwriting results, (although) not
much on the top line in terms of
growth," while the bottom end of
the market is "going to see a dis-

ers who have let business go as of
Jan. 1" because of low prices, said
Mr. Troiano. Gerling, for instance,
did not renew 15% of its business

because of pricing issues, but bro-
kers and clients still "found it rel-
atively easy" to replace the capac-
ity with other reinsurers.

The 38 reinsurers that partici-
pate in the Reinsurance Assn. of
America's 1998 survey posted
$19.44 billion in net premiums, a
2.5% decline from 1998. The Top
20 reinsurers, based on net premi-

'Obviously we are impacted by the
continuing competitiveness of the primary
pricing, and reinsurance pricing continues
to be competitive,' says Greg Doyle.

proportionate share of the losses.'

This segment of the market, he
noted, writes more quota-share
business, and with primary rates
increasingly deficient, "that's go-
ing to show up more and more in

the reinsurer results.”

For the beginning of this year,
the Reinsurance Assn. of America
statistics will be comparable to
1998's, though "perhaps by the
fourth quarter that may change,”
said Charles T. Troiano, president
and CEO of Gerling Global Rein-

surance Corp. of America in New
York.

"l think we'11 start to see the ef-
fects of the competitiveness of the
last five years start to show up in
the statistics,”
In addition, "we're likely to see, |
think, some volatility company to
company in the premium vol-

ume,

said Mr. Troiano.

in a continuation of a 1998
trend.

"There are a number of reinsur-

ums written, reported a slight in-
crease-0.5%-to $18.14 billion.
Business Insurance includes in the
top 20 the results of the Berkshire
Hathaway Group, which does not
report its results to the RAA and
continued to report separately
from General Re Corp., which
Berkshire Hathaway has ac-
quired.

The RAA reinsurers reported a
104.4% combined ratio, compared
with 102.3% for a comparable
group in 1997. The top 20 reinsur-
ers reported a 104.2% combined
ratio, compared with 102.6% for
1997.

The reinsurance results are not
"particularly surprising,” said
Greg Doyle, president of domestic
insurance company operations for
Princeton, N.J.-based American
Re-Insurance Co.

"The reinsurance segment of the
marketplace has been particularly
affected by all the M&A activity

Dual/Leaa 766"U/UNCE, tipl'11 40, 1333 / *21

(among primary companies) be-
cause one byproduct of that has
been less overall purchase of rein-
surance,” which is typical of
merged entities.

Furthermore, "obviously we are
impacted by the continuing com-
petitiveness of the primary pric-
ing, and reinsurance pricing con-
tinues to be competitive.”

"Everything's going the wrong
way," said Risk Capital Re's Mr.
Malvasio. "Premiums are declin-
ing, the number of companies is
shrinking and the expense ratios
are up."

Mr. Adamson said the combined
ratios "were a little bit better than
| had anticipated." He said he sus-
pects "the last breath of prior-re-
serve releases is involved in some

of those results.”

"There was a very wide spread
in performance, and so that makes
the analysis a little trickier," said
Mr. Ward. "For example," he said,
"Gen Re reported a phenomenal
quarter and a phenomenal year,
and given their dominance in
their segment, that affected how
the segment overall did,” he said.

Observers generally expect
merger and acquisition activity to
continue. "Obviously, it has con-
tinued throughout '98 and the
early part of '99," said Mr. Robb.
The number of available acquisi-
tion targets has shrunk dramati-
cally over the past 18 months,
"so | don't know that the pace of
acquisition will continue at the
rate it has, but | don't think it's
over yet," said Mr. Robb. "There's
still room for more consolida-
tion.”

"l think it's pretty well known
that there are a few reinsurance
companies out there that are still
looking for a merger or a buyer to
come along, so | would say the list
of reinsurance companies may
continue to shrink,"” said Mr. Tir-

ney, noting that the total of 38

Ranked by net reinsurance premiums written. All amounts in thousands of dollars.

Net Net

reinsurance reinsurance

premiums
wrinen

1997

premiums
written
1998

2,707,368 3,057,892
2,665,739 1,948,281
2,276,153 2,491,723
1,257,332 1,119,366
1,056,229 1,200,245
1,017,766 1,020,097
986,000 955,000
852,503 1,066,902
728,044 772,624
710,577 687,877
709,582 649,916
592,390 619,748
496,868 541,362
438,162 414,191
395,608 515,266
351,026 275,072
144,834

231,932 178,212
219,756 161,898
212,559 232,386
18,140,329 18,052,892
19,439,312 19,931,502

Source: Reinsurance Assn. of America and Business /nsurance

Policyholders
surplus Net
(reinsurers

ncome

adjustment

Losses
& loss

Loss Underwriting

only) 1998 expenses ratio expenses
5,626,591 2,345,245 1,827,578 67.5 907,596
4,853,149 480,379 1,720,305 69.6 901,186
2,607,839 319,361 1,561,460 68.2 811,352
1,343,659 208,925 926,730 74.5 339,495
N/A N/A 684,450 65.9 346,168
1,059,429 176,672 776,362 72.2 317,017
N/A N/A 765,000 81.5 195,000
919,553 113,700 651,864 77.8 303,129
1,780,155 314,098 490,962 67.4 282,166
N/A N/A 559,319 78.1 196,101
402,652 3,790 537,271 75.7 268,757
693,929 53,079 443,578 75.3 197,947
737,114 101,863 317,510 65.7 187,782
902,646 41,234 293,259 69.7 141,648
546,843 93,390 318,954 67.4 157,627
257,022 10,458 244,178 75.1 111,748
358,702 (11,973) 176,125 85.4 72,699
287,466 29,746 151,901 68.6 82-849
N/A N/A 143,442 66.0 81,430
328,501 33,875 170,226 71.5 77,525
22,405,250 4,313,842 12,760,474 71.2 5,979,222
26,502,423 4,734,896 13,584,554 70.7 6,543,903

reinsurers that report results to
the RAA is half the number that

reported 10 years ago.

Mr. Adamson said, "There's al-
ways some question as to what the
longer-term success of any M&A
activity is going to be." However,
some people still continue to look
for growth, and there are others
whose size dictates they must

merge because "they just haven't
the scale to continue to be sue-
cessful” otherwise. T his will
"force continued consolidation,”
said Mr. Adamson.

Grace Osborne, director at rat-
ing agency Standard & Poor's
Corp. in New York, said, "We cer-
tainly think that there is going to
be additional interest in looking
at trying to fill out niches, because
it will be difficult for companies
to show top line growth in this en-
vironment, and certainly acquir-
ing other companies is a way in
which they could attain” that
goal.

'There aren't too many large,
publicly traded reinsurers left,”
Mr. Smith said. "I think one
by one they will exit, stage right.”

Mr. Smith pointed to Gen Re's
acquisition by Berkshire Hath-
away and NAC Re Corp.'s
planned buyout by XL Capital
Ltd. (Bl, Feb. 22).

"The reinsurance industry's ba-
sically disappearing from public
view. | think Gen Re and NAC Re
have signaled that (reinsurers) re-
ally need to be owned by bigger
entities to conduct business in an
industry where earnings are be-
coming increasingly volatile,”
said Mr. Smith, adding, "Volatili-
ty endangers premium stock valu-
ations.”

Some of the smaller reinsurers,
he said, will follow the pattern of
the past several years and either
find companies to acquire them
"or simply shut the doors and turn
the lights out.” ial

ults

Combined Combined
Expense ratio ratio
ratio 1998 1997
33.5 101.0 98.8
33.8 103.4 102.0
35.6 103.8 104.0
27.0 101.5 99.9
32.8 98.7 104.7
31.1 103.3 102.7
20.8 102.2 86.8
35.6 113.3 109.2
38.8 106.2 103.1
27.6 105.7 102.6
37.9 113.6 105.3
33.4 108.7 102.5
37.8 103.5 103.1
32.3 102.0 102.2
39.8 107.2 131.6
31.8 106.9 104.2 1
31.0 116.4 106.3
35.7 104.3 103.8
37.1 103.1 102.2
36.5 108.0 102.9
33.0 104.2 102.6
33.7 104 .4 102.3
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UNITED STATES BANKRUPTCY COURT
SOUTHERN DISTRICT OF NEW YORK

IN RE PETITION OF GARETH HOWARD HUGHES, CHRISTOPHER JOHN WILKINSON HILL AND PAUL CLARKE, AS
JOINT PROVISIONAL LIQUIDATORS OF OCEAN MARINE MUTUAL INSURANCE ASSOCIATION LIMITED,
CASE NO 99-8-42545 (BRL)

NOTICE IS HEREBY GIVEN THAT, PURSUANT TO AN ORDER OF THE UNITED STATES BANKRUPTCY COURT FOR THE SOUTHERN
DISTRICT OF NEW YORK (THE 'BANKRUPTCY COURT'), IN CONNECTION WITH THE PETITION FILED PURSUANT TO SECTION 304 OF THE

BANKRUPTCY CODE WITH RESPECT TO OCEAN MARINE MUTUAL INSURANCE ASSOCIATION LIMITED (THE 'COMPANY'), A TEMPORARY
RESTRAINING ORDER IS IN EFFECT

1 ENJOINING AND RESTRAINING ALL PERSONS AND ENTITIES FROM (A) TRANSFERRING, RELINQUISHING OR
DISPOSING OF ANY PROPERTY OF THE COMPANY IN THE UNITED STATES,* OR THE PROCEEDS OF SUCH PROPERTY, TO THIRD PARITIES, (B)
COMMENCING OR CONTINUING ANY ACTION OR OTHER LEGAL PROCEEDING (INCLUDING, WITHOUT LIMITATION, ARBITRATION, OR ANY

JUDICIAL, QUASI-JUDICIAL ADMINISTRATIVE OR REGULATORY ACTION, PROCEEDING OR PROCESS WHATSOEVER), INCLUDING BY WAY OF Admirastrators No claims can be admitted ,

For more mformation call 312-649-5340, FAX 312-649-7937, or e-mail mmlesht@cram com
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MUTUAL OF OMMHM Get With The Program!

UJL LIMITED

Adventurous, fast growing, creative
program developer with fronting and
own reinsurance capacity seeking long
The Solvent Scheme of Arrangement between lasting relationship with 3-4 retail brokers
the atove mentioned company and Its with books of hotel or used car business
creditcrs be:ame effective on 3 February to create prrmary programs together
1999 Philip Singer and Paul Evans, paftnefs usmg our capt Iye snare undenwriting
m the JK Itr71 Of PricewaterhouseCoopers, estm ron our

should be at least $1 million In annual
were zppointed Scheme Administrators Of premiums We'll do development work 1.1-:...1-K...
tile company

and distribute outside theterritories that

Further notice Is hereby given that scheme our partners reserve for themselves Send

creditors have until the 4th May 1999 o Picture or call Jeremy Hitzig or Judy Sigel
submi claims to the aforementioned Scheme at Distinguished Programs 888-3554626

own

Commercial Consumers

CEQ's, Presidenand Ownee 3,95

lice Pmsiden Genemi Managers and

COUNTERCLAIM, AGAINST THE COMPANY, OR ANY PROPERTY IN THE UNITED STATES INVOLVED IN THE FOREIGN PROCEEDING. OR ANY afterthls dad

PROCEEDS THEREOF, AND SEEKING DISCOVERY OF ANY NATURE AGAINST THE COMPANY, AND (C; ENFORCING ANY JUDICIAL, QUASI-
JUDICIAL, ADMINISTRATIVE OR REGULATORY JUDGMENT, ASSESSMENT OR ORDER OR ARBITRATION AWARD AGAINST THE COMPANY, AND

1 BUSINESS

All correspondence concerning creditors %_ INSURANCE

Omer AdministmtNe Personnel ,- . 4,251

dalms should beaddressed lo the following , . .
COMMENCING OR CONTINUING ANY ACT OR ACTION OR OTHER LEGAL PROCEEDING (INCLUDING, WITHOUT LIMITATION, ARBITRATION, OR omce " CIASSIFIEDS Rnincit.

ANY JUDICIAL, QUASI-JUDICIAL, ADMINISTRATIVE OR REGU[ATORY ACTION, PROCEEDING OR PROCESS WHATSOEVER), TO CREATE, PERFECT
OR ENFORCE ANY LIEN, ATTACHMENT, GARNISHMENT, SETOFF OR OTHER CLAIM AGAINST THE COMPANY, OR ANY OF ITS PROPERTY IN THE
UNITED STATES, OR ANY PROCEEDS THEREOF, INCLUDING, WITHOUT LIMITATION, RIGHTS UNDER REINSURANCE CONTRACTS, AND

2 PROVIDING THAT NOTHING IN THE ORDER SHALL IN ANY RESPECT PREVENT THE CONTINUATION OR
COMMENCEMENT OF PROCEEDINGS AGAINST ANY PERSON OR ENTITY OTHER THAN THE COMPANY, PROVIDED, HOWEVER, THAT IF ANY THIRD
PARTY SHALL REACH A SETTLEMENT WITH, OR OBTAIN A JUDGMENT AGAINST, ANY PERSON OR ENTITY OTHER THAN THE COMPANY, SUCH
SETTLEMENT OR JUDGMENT SHALL NOT BE BINDING ON OR ENFORCEABLE AGAINST THE COMPANY OR ITS PROPERTY

THE TEMPORARY RESTRAINING ORDER IS IN EFFECT PENDING A HEARING, WHICH WILL BE HELD ON APRIL 26, 1999 AT 10 00
O'CLOCK AM, BEFORE THE HONORABLE BURTON R LIFIAND IN ROOM 623 OF THE BANKRUPTCY COURT, ONE BOWLING GREEN, NEW YORK
NEW YORK (THE 'HEARING'), TO CONSIDER THE PETITIONERS' REQUEST FOR A PRELIMINARY INJUNCTION ON THE SAME TERMS AS THE
TEMPORARY RESTRAINING ORDER AND THE ADDITIONAL TERMS SET FORTH BELOW

1 REQUIRING ALL PERSONS AND ENTITIES IN POSSESSION, CUSTODY )R CONTROL OF PROPERTY OF THE
COMPANY IN THE UNITED STATES, OR THE PROCEEDS THEREOF, TO TURN OVER AND ACCOUNT FOR SUCH PROPERTY OR ITS PROCEEDS TO
THE PETITIONERS,

2 REQUIRING EVERY PERSON AND ENTITY THAT HAS A CLAIM OF ANY NATUFE OR SOURCE AGAINST THE COMPANY
AND THAT IS A PARTY TO ANY ACTION OR OTHER LEGAL PROCEEDING (INCLUDING, WITHOUT LIMITATION, ARBITRATION, OR ANY JUDICIAL,
QUASI-JUDICIAL, ADMINISTRATIVE OR REGULATORY ACTION, PROCEEDING OR PROCESS WHATSOEVER)IN WHICH THE COMPANY IS OR WAS
NAMED AS A PARTY, OR AS A RESULT OF WHICH A LIABILITY OF THE COMPANY MAY BE ESTABLISHED, TO PLACE THE PETITIONERS' UNITED
STATES COUNSEL ON THE MASTER SERVICE LIST OF ANY SUCH ACTION OR OTHER LEGAL PROCEEDING AND TO TAKE SUCH OTHER STEPS AS
MAY BE NECESSARY TO ENSURE THAT SUCH COUNSEL RECEIVES (A) COPIES OF ANY AND ALL DOCUMENTS SERVED BY THE PARTIES TO SUCH
ACTION OR OTHER LEGAL PROCEEDING OR ISSUED BY THE COURT, ARBITRATOR, ADMINISTRATOR, REGULATOR OR SIMILAR OFFICIAL HAVING

JURISDICTION OVER SUCH ACTION OR LEGAL PROCEEDING, AND (B) ANY AND ALL CORRESPONDENCE, OR OTHER DOCUMENTS CIRCULATED
TO PARTIES NAMED IN THE MASTER SERVICE UST, AND

3 PROVIDING, WITH RESPECT TO ANY PARTY-IN-INTEREST, CLAIM, ACTION, ARBITRATION OR OTHER PROCEEDING
WHICH MAY BE COMMENCED OR BECOME KNOWN TO PETITIONERS IN THE FUTURE (EACH A SUBSEQUENT
CLAIM"), THAT

(A) WHEN INFORMED OF A SUBSEQUENT CLAIM, COUNSEL FOR THE PETITIOIERS SHALL SERVE UPON THE HOLDER
OF SUCH CLAIM A COPY OF THE SUMMONS, THE PETITION, AND THE MOST RECENT INJUNCTION ORDER ENTERED
BY THE COURT

THE HOLDER OF A SUBSEQUENT CLAIM WILL HAVE TWENTY (20) DAYS FROM SERVICE OF THE SUMMONS IN
WHICH TO FILE AN ANSWER OR MOTION WITH RESPECT TO THE PETITION, AND

(C) ON NOT LESS THAN TWO (2) DAYS NOTICE TO COUNSEL FOR THE PETITIONERS, THE HOLDER OF A SUBSEQUENT
CLAIM MAY FILE A MOTION SEEKING AN ORDER OF THE COURT VACATING OR MODIFYING WITH RESPECT TO SUCH

SUBSEQUENT CLAIM THE INJUNCTION ENTERED IN THIS PROCEEDING SUCH REQUEST SHALL BE THE SUBJECT
MATTER OF A HEARING AS SCHEDULED BY THE COURT OTHERWISE, THE HOLDER OF A SUBSEQUENT CLAIM MAY
FILE OBJECTIONS AND BE HEARD BY THE COURT IN ACCORDANCE WITH T-IE TERMS OF ANY ORDER OF THE COURT
PROVIDING FOR A HEARING IN THE FUTURE ON THE RELIEF SOUGHT BY THE PETITIONERS IN THIS PROCEEDING

ALL PARTIES-IN-INTEREST OPPOSED TO THE PETITIONERS' REQUEST FOR A PRELIMINARY INJUNCTION MUST APPEAR AT THE

HEARING AT THE TIME AND PLACE SET FORTH HEREIN, OR AT ANY SUCH ADJOURNED HEARING ON THE PRELIMINARY INJUNCTION ALL

PAPERS SUBMITTED FOR THE PURPOSE OF OPPOSING THE PETITIONERS' REQUEST FOR A PRELIMINARY INJUNCTION SHALL BE FILED WITH
THE COURT WITH A COPY TO THE CHAMBERS OF THE HONORABLE BURTON R LIFIAND AND SERVED ON CHADBOURNE & PARKE LLP (ATTN

HOWARD SEIFE) SO AS TO BE RECEIVED ON OR BEFORE APRIL 26, 1999 AT 10 00 A M NEW YORK TIME THE ORDER DATED APRIL 20,1999 AND
SUPPORTING PAPERS WILL BE MADE AVAILABLE UPON REQUEST AT THE OFFICES OF THE PETITIONERS' UNITED STATES COUNSEL AT THE
ADDRESS BELOW

CHADBOURNE & PARKE LLP
ATTORNEYS FOR THE PETITIONERS
30 ROCKEFELLER PLAZA

NEW YORK, NEW YORK 10112
(212) 408-5100

ATTN HOWARD SEIFE, ESQ
LISA DORR, ESQ

*Asused hermn, 'United Statef is defined toincludethe fifty states, andall US temtones and possessions

LOOKING FOR A CANDIDATE TO FILL THE JOB?

Advertise in Business INnsurance s professional Marketplace

Call Irais Amleshi at 312/649-5340 for advertising details.

Mutual of Omaha U K Limited, 2 INSURE

CIO PncewaterhouseCOopets,
Plumtme Court (PC 429) London TOP QUALITY 2428

ECA4A4HT, United Kingdom 2 RESULTS

Chief Financial Offceis and Vice Pres,denh

Conhet Andrew Ward SEfemn5, Tr@surlB,con#0|lers and
Tel No +44 ®171 212 6430 Call (312) 649-5340 other Bgra Pmind 6.362
Fax No +44 8)171 212 6316 for more information '
lopelentlit

LEGAL NOTICES LEGAL NOTICES Vie PresidenE DIfE{OfS, Managem, and #er

elatddepallment@monnel of Insumnw, isk
UNITE[1 STATES BANKRUPTCY COURT
SOUTHERN DISTRICT OF NEW YORK
IN THE PETHION OF COLIN GRAHAM BIRD AND
PAUL ANTHONY BRERETON EVANS, AS JOINT PROVISIONAL UQUIDATORS OF

NORm ATLANTIC INSURANCE COMPANY LIMITED, F/11/A BRITISH NATIONAL UFE
INSURANCE SOCIETY LIMITED AND BRITISH NATIONAL INSURANCE COMPANY LIMITED

employee benet, personnel, compens@on,
pension safeN, seonN' indismil rehbons,

humn Imms and empl*

1®ormIN[m . , 13,382
Case No 97-8-41602 BLB)
NOTICE IS HEREBY GIVEN thaton Aptil 19,1999, the Bankfuptcy Courtenteted an1fi|
0[de (the 'Order’) Continuing the Preliminaty [nJundion Ofde[ pursuant to Il USC §§ 105 al
304( 1) originally entered m thiscaseon April ?,1997 The Order shall remam m elled pending a Assi®0BS. ,, ---249
heanng scheduled for October 20,1999 at 945 a m before the Honomble Tina L Bmzman, Chief **s-1 1
Bankeplcy Judge, m tile Alexander Hamilton Custom House, One Bowling Green, New York, -
New York Any person wishing to obtam a copy ol the Order should ContaCt Susan Marguccio (212) Edu@11®al In*®0BS ,-. '02
504-6751
CADWALADER, WICKERSHAM & TAFT )
100 Maiden Lane Commercial Consumers
New York, New York 10038
Tel (212) 504-6000
Fax (212) 504-6666 Insim Agenh and Brokers 19(2
Attention Kenneth P Coleman, Esq
Stephen Doody, Esq Insumnrk Comp®les . -6,627
koount®ts,Act85,

REQUEST FOR PROPOSALS REQUEST FOR PROPOSALS Atomeys & Cam#B.. ....... 2,488
- Adjuste Appmisem, TPA's, Ca@ve Maigers

—

Request for Expression Of Interest & Heah Cale Prowders 1435
OWNER CONTROLLED MEAIlitdto[IEFell . . . .714
INSURANCE PROGRAM (OCIP) Totil Bnliliid ... . . .........51,159
The New York City School Construction Authority Non quaimed/PardSubscrphons 8
(SCA) is soliciting "Expressions of Interest from Single Copy Sdes .. . -

qualified brokers, agents and direct writers to pro-
vide professional services in conjunction with its
multi-billion dollar owner controlled rolling wrap-
up insurance program. Interested parties should
submit a letter of interest on company letterhead *SOOm BusmessiccupatiOnal
to: Arlene V. Malone, Director, Contract Admini-
stration, New York City School Construction
Authority, 30-30 Thomson Avenue, Long Island
City, N.Y. 11101, or Fax to: (718) 472-0477.

IDIALORLAIION......E,m

breakdown of qua/Med circu/abon,
Novembe/30,1998/5508 15

subm#led to BPA S December IS

Responses must be received by
4 PM, Monday, May 10, 1999.

BPAPub@#fs *m#
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Standards revised, introduced

Bus:ness Insurance, April 26, 1999 / 51

The drnsions are the Busmess Cus- "We'll be worlang directly with other cam-ers, reinsurers and

.F le'.-1/'liziNIF tomer Group, Kemper International, mtermediaries," he said

WASH[NGTON-The Amencan Accreditation HealthCare ' * the Individual & Family Customer

Commission/URAC has approved new standards for health
plans and health networks that unll take effect July 1

The revised Health Network Standards are designed for less-
Integrated health systems, Including preferred provider organi-

Group, and Kemper Casualty Co Information in b,ief

IL BIIR,# Thé> Busmess Customer Group,
. 1"1=: 1 which is the largest Kemper commer- U S Distnct Judge Sam Pointer has denied breast implant
I, -. cial hnes division, wnll be led by Dou- claimants' motion to reject the November 1998 fmdmgs of the

zations, while the new Health Plan Standards apply to highly
integrated health systems, such as health maintenance orgam-
zations URAC, which expects to issue its 50th network accred-
itation later this year, has accredited only a handful of HMOs

to date, said a URAC

spokesrnan
The Health Net-

glas A Battmg Mr Batting, who wtll National Science Panel based on a confhet of interest The pan-
assume the title of executive vp of the el, which Judge Pomter appointed, found no definitive scien-
Busmess Customer Group as of May 1, tific 11nk between silicone breast implants and disease H B

, previously heldmany high-level exec- 1951, a bill drafted by the Amencan Insurance Assn to dereg-
utive positions over nearly three ulate forms for large commercial risks, was passed by the
decades at the Chubb Group of Insur- Louisiana House of Representatives in a 97-0 vote The bill is
similar to a recently enacted Colorado law that directs the in-

Kemper Casualty Co will consist of three Kemper entities, surance commissioner to determine the premium threshold
er network manage- environmental casualty, excess casualty and professionalhabil- that defines exempt pollcyholders Peter J. Ratican, 55, the
ment, provider cre- ity No head of this new division has been named
dentialing, member

Mr. Batting

ance Cos

AMERICAN ACCREDITATION work Standards cov-

HEALTHCARE COMMISSION/URAC

chairman, president and chief executive officer of Los Ange-
Executive Vp James S Kemper Ill w]11 oversee Kemper In- les-based Maxicare Health Plans Inc, is leaving the company
protection and quality management Changes from the previ- temational after June 30 to "pursue personal busrness mterests," accord-
ous standards melude a prohibition against so-called gag claus- ing to the company The managed care company's board of di-
es in provider contracts, more specific guldance regarding con- rectors has formed a search committee to find a successor to
fidentiality protections, and a requrrement that health networks

Boiler and machinery ,einsu,ance

Mr Ratican, who has been a com-pany official smce 1988 EI-

HARTFORD, Conn -Travelers Property Casualty Corp has wood | Kleaver Jr, a Man-care board member, has been
The new Health Plan Standards cover the same areas as the estabhshed a boiler and machinery remsurance unlt to offer cov- named interim chief operatmg officer to assist durmg the tran-
network standards, as well as utihzation review erage to other msurers who do not have the capabihty to provide sition period Toronto-based Fairfax Financial Holdings
"These standards guarantee that URAC's quahty bench- the coverage themselves Ltd, a holdmg company that owns a broad range of insurance,
marks wall be meaningful to a vanety of audiences as we enter Travelers BollerRE will offer reinsurance coverage, underwnt- reinsurance, insurance claims management and Investment
the 21st century,” said Garry Carneal, URAC president and ing, and engineering and claims services, said Anthony Gian- management companies, this month completed the acquisition

chief executive offteer The standards were approved at URAC's none, national director of Travelers' Boiler & Machinery Divi- of TIG Holdings Inc TIG Holdmgs owns Stamford, Conn -
annual meeting earher this month mon

conduct at least two quality improvement projects at all times

based TIG Reinsurance and Irving, Texas-based TIG Insur-

Travelers already offers facultative remsurance coverage, but ance Its subsidiaries are engaged m marketing speciallty m-
the new unit wlll offer treaty coverage on entire books of bum- surance products Twenty New York City residents were ar-
ness and gve cedents underwrting author*y up to agreed limits, rested last week on insurance fraud, grand larcency and

LONG GROVE, lll -Kemper Insurance Cos announced last he said forgery charges for allegedly collecting more than $360,000 m
week that it has reallgned business operations mto four divt- The coverage can be wntten as remsurance above an Insurer's workers compensation benefits by lymg about work-related
mom, aimed at better commumcating product and service of- own pohcy, or it can be embedded in the pohcy alongside an m- injunes and collecting the benefits of dead relatives, among
ferings to agents surer's own commercial property coverage, Mr Giannone said

Kemper announces realignment

other thmgs

The Profssional Marketplace

RATES AND CLOSING TIME:

Rates: Display classified is $180 00 per column mch, minimum of one :nch Straight class,jied Closing: Published every Monday Copy must be m typewrittenform by 5 00 Tuesday, 6 days
is $16 00 per line. mmimum of 5 hnes Count 34 characters per hne (include each space and preceding publishing date No verbal phone copy accepted Most major credit cards accepted
punctuation as a character) Additional $25 00 chargefor all blind box ads Only those responses Mail ads to, Irats Amleshi, Classified Advertising, 740 N Rush St , Chicago, IL 60611

whichjit into a business size envelope will beforwarded Responses areforwarded daily For more mformation call 312-649-5340, FAX 312-649-7937, or e-mail mmleshi@crain com

MMBOTYMICTiff,1 NMiIiN M 1111YpguimolD [1-)MFliilf) IN'IP=i@) FEirm

DIRECTOR OF CHIEF OPERATING OFFICER AGENCY SALES CITY OF MIAMI

RISK MANAGEMENT

RISK MANAGER Behavioral Healthcare Brokers

. . Insurance company seeking Chief Operating
Opening lor a person with mana([;ement Officer Must have considerable experience
Established notionol compon%based m Dollas, TX, experlence and a strong risk management with all aspects of workers comp immediate oglgortunit for an
is currently seeking o Diredor of Risk Management background Must have experiencein oN,ce insurance company operations, including experienced P&C PRODUCER
to become Bart of their dynamic team ma highly management and good people skills mﬁ\_rketltng apd un eErw'UItmgtMust be FAX RESUME TO DAVE
visible pomhon The key management position Knowledge mgardingenvironmental issues is witling torelocate to Montgomery

THE CITY OF MIAMI IS SEEKING

National professional hability insurer QUALIFIED INDIVIDUALS FOR THE

FOLLOWING POSITIONS

Downtown Chicago agency has

seeks behavioral healthcare/psychlatists
S SUPERVISOR:- Salary Range:

CLAIM
groups and individuals Call Ken Small at $33,81849,974 yearly

AT 312-416-2355 (800)245_3333' ext 353 Current State of Florida 520 or 620 license

Bachelor's degree m Risk Management

X ) Alabama Please send resume to
is mil{01 to the 91((€SS of the 0,gon, Zotion important for the successful candidate (713)744-0688
. Must be self motivated, focused and
and mvolves monolng loss control, doims

management and the undemming process capable of strategic thinking Join an

excellent linn with over 65 years of

Requites BA/BS degree, mmimum 10 yeors consulting service tothe Midwest
expenence m loss Contfol, ond ISP designation

MBA/MA prefewed This int,[al poghon invokes o backgmund and expenence Exceptional

benelit program Must be willing lo
relocate Interested applicants should send
We offer com»ve benefits and salary a resume to
commensumte with experience and quollitmhons

emble and odaptable indwidual who con make
change happen

Palnck Enksen

For conhdenlial considemhon, please send your Williams & Company Consulting, Inc

resume m o bugness ize envelope, including * P 0 Box 9400

history Bugness Insuence, Box 3105,140 NoA Sioux City, 1A 51102

Rush Steel Chicago, 111,106 60611 2590 EOE/MF
@]IVY)M@lij) IgUPS!MmID

RISK MANAGEMENT OFFICER Il

The Las Vegas Valley Water District is seeking a highly motivated
individual to mvestigate, evaluate and recommend the adjudication
of claims against the District, participate m administering a compre-
hensive program of risk management and loss control, perform loss

Compensation commensurate with CHIEF OPERATING OFFICER Southern California based Program

and Insurance Business Administration,
. _' ealtlh Admijnistration or closely related
4 {1ImIRfl7aailj) 7 field plus five years
investigating, reviewing or settling
worker's compensation claims with an
insurance carrier, adjusting firm or self
insurance program At least one year of
Manager seeks experienced, ambitious ProMedica Health System, an Integrated required experience must have been tri a
individual for the position of Casualty / healthcare delivery systems, located In supervisory capacity
Construction Underwriter with an Toledo, Ohm with properties in northwest

: 1@10)Nailm) "

COO

Multi-state independent adjisting finn seeks DIRECTOR, RISK & INSURANCE

MANAGEMENT IN OHIO

Underwriting Opportunity

This fonward thinking firm (4 million in
revenues) seeks a person with a minimum

of ten (10) years of multi-line expenence TEMPORARY POSITIONS

o emphasis on _general Iiak)ility and work(_ers Ohio and _southern Michigan, is seeking

who possesses supenor organizational, compensation Attractive remuneration an experienced person to direct all SENIOR ADJUSTOR. T:

technical and customer service skills package available for the successful system risk management and Insurance Salag Range: $47.840-$58.240 yearly
The position is located m Northe candidate programs The successful candidate A current State of Florida class 520,620,

Calfomia (Bay Area) The salary,s 85K + Please forward resumelsalary details Wil develom.and juplernent nssirance 220 o2 A-024 isnse wilh.a minium g

+ references to Business Insurance, Box 7 o . N . 8
bonus and a generous benefit package 3104, 740 N Rush Street. Chicago. linois  SErve as the chief liaison to ProMed,ca investigating worker's compensation
, s go, lllinois . ' . . . :
60611-2590 Indemnity Company, Ltd, the system's claims A valid Florida Non-Commercial
wholly-owned subsidiary captive Driver's license is required
insurance company, and ensures ADJUSTER, T:
compliance with all regulator Salary Range. $33 280-$47,840 yearly
requirements Current State of Florida class 520,620,
,_ Looking for a dynamic business Directly supervise the system's insurance 220,524 or 624 licensewitha minimum of
environment and diverse responsibilitiesi broker and render advice on issues two (2) years experience as an adjustor
If you are a self starter who shows related to insurance and risk financing investigating worker's compensation
initiative, willingness to learn and share Provide leadership and direct all risk claims A valid Florida Non-Commercial
knowledge with other staff members, management activities system-wide Drivers license is required

Preferred Health Systems, a Kansas Develop investigate safety and CLOSING DATE: When a sufficient

Please respond to Frye Claims,
373 4th Street, Ste. 2A
Oakland, CA 94607

SENIOR UNDERWRITER

Corporate/lnsurance
Regulatory Attorney

Foley & lordnet, o Milwoukee-based nohond and
mtemononal low him with over 150 ommeT, seels

' i ini i ' [
an associate with #Hee plus years expxggrt]% cg?r|1nﬁour rowing éeam A minimum decreasing hoth th f(e%uenca/eﬁgg applied, Apply IMMEDIATELY!

ve years of Group Underwriting seventy of risk and claims ex

analyses and assess risk exposure, and evaluate and recommend insur- genetal (orpolotemottets, induding loint ventures, experience with one year of managed Develop, monitor and review claims NOTE: Proof of current licenses (520,

ance coverage levels and carner The ideal candidate willhave amini- mergers ond ocquisltions, ond other sophist!(oted
mum offive years experience working as a liability claim adjuster, corpowte Monsomons to work m Milwaukee Pilot

handling automobile and general liability claims plus a minimum
of three years working as a liability claim examiner. Experience
obtajined by working in a Corporate Risk Mana

care exposure required Candidates management policies and procedures and Flonda

should posses a four year business degree, processes in conjunction with Legal Case

License) must be submitted with

) past.superyisory experiepce, and working Coordinator, including those dealing wit
insumnce Industry representohon o P|USS+ﬁIS |er<nowleéEJe of mcrosofféﬁme occuence and aims repoﬁmg an

an of}portuntly to usé you[ general corporate applications investigations Preferred qualifications

application In-Hire rate may be
negottable within the ranges given
depending on training and experience

Ment andlof for & tird party Ciam administrator andior for a background to develop o niche pmdice Those Excellent benefits include, heatth, dental include a minimum of five to seven (5-7) SEND RESUME OR APPLY IN PERSON AT:

property/casualty insurance company.

Salary Range $53,987 - $67,484, annually, DOE plus a generous
benefits package

An application package may be obtained from =-"1
Human Resources Department

m Las Vegas Valley Water District

“ “‘ 1001 S Valley View Blvd, Las Vegas, NV 89153

it Telephone (702) 258-3933

il E-mall cheryl Johnson@lvvwd com

Filing deadline- Open unt,1 j;lled

applying should hove excelent low school and ﬁrescriptipn, vision and life plans, two years leadership experience m healthcare DEPARTMENT OF HUMAN RESOURCES
undergmduale aedenhak weeks oacation and four personal days risk management, Master's or advanced EMPLOYMENT OFFICE
per year, holiday, 401 k with 100% degree in Health Administration, Business 444 5 W 2nd Avenue, 129
company match, educational assistance, or related area Miami, Florida 33130

Ni(e HansomDrew, Foley & Lwdner fitness reimbursement program and more Send or fax resume to Tina Filoromo,
111 E Wisconsm Ave, Milwaukee, WI 53202 visit our website www.phsytems.com Manager, Human Resources, The Toledo The City of M emis an equal opportunity
Hospital, 2142 N Cove Bivd, Toledo, OH employer and does not discriminate
43606 Fax (419)479-6097

Pleme submit o resume and Imnznpts to

Job Hotline (305) 416-2050

Preferred Health Systems
345 Riverview, Suite 100
Wichita, KS 67203
1-800-990-0345
316-2684346 FAX

ONLY resumes with 0110(hed imismpts will be
consideted Foley & lordner is on equol opportunity
employer Resume submimons from rectuiters will
mt beaccepted, nor will any commizions be ptid

FOR ADVERTISING INFORMATION E-MAIL:

iamleshi@crain.com
rhupman@phsystems.com
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Commentary

Work to prevent
further tragedies

As awful and tragic as the shootmg spree at a Colorado high
schoollast week was, | think the anguish wlll only get worse as
people try to come to gnps with what may be an unanswerable
question Why did this happen?

As news wires last Tuesday flrst began to report on the vio-
lence at Columbme High School, the media initially focused on
trymg to describe what was takmg place But within a few
short hours, the media had shited from trymg to report the
available facts to offermg or sollciting speculation and ludd
opinion-making

Dnvmg home from work that evemng, | switched around the
radio dial trymg to learn what was gomg on But on each sta-
tion, | found only bnef news reports mterspersed with lengthi-
er segments of reporters and news anchors discussing thed
own ideas about why this mess may have occurred

| fear that, m the rush to find an easy solution to this complex
puzzle, pohticians and the media will seek scapegoats. They
w111 try to appease a pubhc lookmg to apportion blame for who
or what hlled the two dead shooters with so much hatred and
anger that they embarked on their lalhng spree

Fmdmg somethmg or someone to blame then can lead to civ- | peals

, 111ltigation, which, sadly, has become the balm of choice for so-
clety's wounds
The search for blame already has identi-
fied several potential causes, whch we
yield callq for their condemnation or pro-
4- , hibition. These mclude guns, rock music,
1 the Internet, school chques, role-playmg
video games, school ofhcials, a lack of
school uniforms, violence m movies and on
television, and so on
The fact is, while any of these things, m
some fashion, may have contributed to
warpmg the outlook of the two high school
killers, there are many mlihons more peo-
ple who have not been compelled to harm others by exposure
to these products, services or mformation.
The weapons used m the rampage had to come from some-
where, but untll the source is located, fingers will pomt broad-
ly at gun manufacturers and sellers for not preventing their

- J

, the disability

ERISA

Continued from page 1

UNUM appealed to the Supreme woman of the life, health and disabil-
Court, arguing that ERISA pre-empt- ity comimttee for the Defense Re-
ed the notice-prejudice statute

But the Supreme Court upheld the won't have a dramatic impact But

"This case isachinkmthe armor of 9th Circuit ruling, saying the state she said, "it wall make more cumber-
pre-emption," said Kathryn Baklch, statute was not pre-empted by some claims handhng" for employers
national director of health care com- ERISA, as the statute regulates only and insurers m California and possi-
phance for The Segal Co in Washmg- insurance "The notice-prejudice rule bly in other states
ton "It's a pmtty narrow nick" is distinctive most notably because it The rullng "w111 have an impact in

The case mvolved an employee who is a rule firmly apphed to insurance 0,1,fornia and, possibly, m othel
left Management Analysis Co m May c,intracts, not a general principle states that have similar rules," she
1992 because of severe leg pain Later, guiding a court's discretion m a range said, making it more difficult for in-
the cause of his pain was diagnosed as ok matters," Justice Gmsburg wrote surers to deny claims without demon-
diabetic neuropathy The high court, however, over- strabng prejudice But m states whose

John Ward notified his employer m turned the appeals court's ruling that notice-prejudice laws differ consider-
early 1993, at which time he quahhed MAC, which had been mformed of the ably from Cahfornia's and m those
for Social Secunty disability benefits disabihty, acted as an agent for states without any such law, the deci-
But, m April 1994, Mr Ward became UNUM and, therefore, the insurer mon won't have an Impact, she said
aware of coverage under a UNUM was pronded with timely notice UNUM's spokeswoman said the
hfe Insurance Co of Amenca disabil- The ruling means msurers in Call- company viewed the decision as a
ity pollcy through his employer When forma wlll have todetermmetheysuf- partial victory, because the court
he submitted a claim, UNUM demed feed prejudice from late notice before found the employer was not an
it as untimely Under the pohcy, a denying claims as untimely, attorneys UNUM agent "We don't look at it as
claim had to have been submitted by said Although establishing prejudice a very sweeping or generalized rul-
Nov 5, 1993, one year and 180 days creates extra work for insurers, it ing," she said
after Mr Ward left his lob because of doesn't necessarily change the ulti-

search Institute, said the decision

Ms Bondurant, agreed, saying that
mate decision to provide or deny cov- this part of the ruling was helpful to
Mr Ward sued UNUM and his em- erage insurers Life and dsability insurers
ployer's disability plan The U S Dis- Many states have laws similar to don't want to be held responsible for
tnct Court for the Southern Distnct of Caltfornia's notice-prejudice statute knowledge that the employer has not
Callfornia, fmdrng the claim was un- While the Supreme Court ruling has conveyed to them, she said
timely, dismissed the suit clanfied the matter in California, it The case wnll return to the district
The 9th U S Circult Court of Ap- remains uncertain whether similar court to determme whether UNUM
reinstated the suit, however, ap- laws m other states apply or are pre- was prejudiced by Mr Ward's late no-
plying the notice-prejudice statute In empted by ERISA, Segal's Ms Balach tice
addition, the court found that MAC said This uncertainty MIl hurt insur-
had acted as UNUM's agent, there- ers, employers and employees

fore, it ruled, the msurer had timely
notice of Mr Waid's claim

UNUM Life Insurance Co of Amer-
Lisa Bondurant, a partner wnth ica us John E Ward, U S Supreme
Carter& Ansleym Atlanta andchair- Court, No 97-1868, Apnt 20,1999

greatest percentage-76%-ought Survey results suggest nsk man-
nsk management informatton Idber- agers wlll be more circumspect during
ty Mutual did not have a comparative the next five years m deciding to buy
figure for 1998 because it did not pre- or renew coverage over the Internet
behavioral loss prevention measures viously ask about usmg the Internet However, there has been strong
*The impact of technology-in- for that purpose growth m the number of nsk man-
cludmg nsk management mformation The survey also found that, com- agers who are warming to that notion
systems, new exposures and the Y2K pared with results from the 1998 sur- Twenty percent said they would pur-
computer bug-on nsk management vey, more rlsk managers used the In- chase their primary properly and ca-
« The msurance marketplace, both ternet to obtain regulatory mforma- sualty coverage over the Internet
the availability of coverage and costs tion In the past year The survey found compared with 17% last year Thirly-
« Corporate growth and human re- 64°,0 used the Internet for that pur- two percent said they would renew
sources issues, such as recruiting and pose, compared with 51% last year
retammg quality workers

Survey

Continued from page 2

that coverage over the Internet, a sig-
But fewer nsk managers, 34% this mficant Jump from 22% last year

The survey found, however, that the year compared with 41% last year, re- Because large compames tend tc

products from gettmg into the hands of minors Stricter gun pace of internationallygrowth ported using the Internet to obtain obtain complex programs, risk man-

control could prevent a lot of the deaths that occur m society,
but | beheve the ability of these gunmen to obtain a semi-auto-
matic pistol, lllegally sawed-off shotguns and a carbme nfle is
an exception rather than the norm

As for bemg able to build bombs, the Information needed to
do this is not that hard to obtain Many may rue the fact that
the consbtubonal nght to free speech protects the pubhcation
of manuals about how to build explosive devices But to truly
prevent such a risk, society might also have to stop teaching
chermstry m the schools and restrict the sale of certain basic
household supphes

The Internet has been vihhed as a culpnt for making such
controversial mformation readily available Indeed, last week
Chicago Mayor Richard M Daley was CAlling for lawsuits
agamst the Internet, though he could not say who or what
would be named as defendants m such a suit

If the Internet did not exist or if it were restncted, however,
information would spread m other ways Furthermore, to say
the mere avallabillty of dangerous information is to blame is
overly simphstic In the 1970s, when the Internet was only a
gleam m Al Gore's eye, |, as a junior high student, paged
through a classmate's copy of "The Anarchist Cookbook" by
Wilham Powell But | did not develop a compulsion to rush out
and garrote anyone or to blow up any tram trestles, even
though | had the instructions to do so nght before me

Perhaps, rather than seeking quick and simple targets to
blame for this violence, we should look for ways to prevent it
from recumng Parents, teachers and law enforcement officials
could practice more nsk management, trying to identify trou-
bled or antisocial behavior so that young people with serious
problems could get help before harmmg themselves or others

More than a few kids who look or act outrageous wul come
under scrutmy m the days to come In the effort to fmd those
adolescents who are truly troubled, we may inconvemence or
embarrass some young people who are only trymg to show
their individuality That would be a worthwhile price to pay if
it prevents another tragedy such as the one m Colorado

Ed#or Paul D Winston's commentan/ appears fortnzghtly.

hasslowed, with 42% reporting an m- benchmarking information agers at companies with 5,000 ormor€
crease in global business, compared More nsk managers are using the employees are less likely than theli
with 75% ayearago Theevidenceof World Wide Web to conduct business, counterparts at smaller orgarrzations
a slowdown m mternational bumness andnsk managers expect that this ac- to buy coverage over the Internet, not-
activity holds up even in brealang out tivity Will surge dunng the next hve ed John F Ryan, vp-commercial mar-
the responses by company size yeas, according to survey results ketmg at Liberty Mutual
Among nsk managers at companies The survey found that 45% of risk The popularity of risk management
with 5,000 or more employees, 60% managers dunng the past year used mformaton systems varies depending
reported an Increase m mternational the Internet to exchange data and on the slze of the company, the survey
busmess activity, the survey found other information with their insurers, found The systems are rn widest use
For the next two years, rlsk man- compared with 32% a year ago The among nsk managers at compames
agers ranked the marketplace and use of the Internet for claims review with at least 5,000 employees The
corporate growth issues as their top purposes more than doubled to 28% survey found that 34% of those nsk
two concerns, respectively Technolo- from 13% Only 5% purchased msur- managers have a RMIS Overall, 22%
gyranked third of survey respondents use a RMIS
Thelr fourth-greatest concern, In the next five years, 46% of nsk and another 22% have considered
which is closely related to their top managers expect to be conductmg pumhasmg one
concern, is how they wlll manage clalms reviews over the Internet, 40%
their msurance programs to transfer expect to be videoconferencing with For a free copy of the suruey, con-
the appropnate amount of nsk away thelrinsurers, and 37% expectthe In- tact Liberty Mutual's Charles Moran
from their organizations ternet will be theirpnncipal busmess at 617-574-5663 or by e-mail
The fifth-most important issue was communication vehicle
how many, if any, of relatively new h-

ance over the Internet

charles momn@berty,nutual com

ability coverages, such as employment _
practices habillty insurance, they E_CO| nn 'erce On the Web
should purchase

Executing effective safety and loss Percent of risk managers using

programs rounded out risk managers' the Internet for key activities
top concerns for the next two years
Whatever the concern, though, risk
managers as well as CEOs are looking
to technology to provide solutions,
said Charles F Moran, Liberty Mutu-
al's director of marketing research

-Datahnf-0 exchange withinsurer---#64*4h-

6'3296 : 49

 * =
Because of the greater number of
Msk managers at small firms polled '
for tkns year's survey, there appears to . .
Y . Y PP W Claims review , s.f
be a large drop in the percentage of -

those who used the Internet in the 132 t

1999

LS 1998

oast year m the course of their jobs
70% this year compared with 79% in
1998 But 83% of nsk managers at
companies with 5,000 or more em-

f/..ik,1,,Y.

4#778 : Purchasing insurance

ployees and 78% of those at compa- o

mes with 1,000 to 4,999 employees 1

used the Internet the past year
Among those who used the Net, the

Source Liberty Mutual '
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would have to be hit with more than lowered over three years to 0 25% of
one major catastrophe loss, said overall prermum limit by 2003, may
David Spiller, chairman of Benfield be reduced faster as a result of the
Contmued from page 1 Greig coverage, said Mr Taylor
Benfield Greig and Lloyd's Market Observers, including Snuthkline's
the coverage was not a reaction to ex- Risk Unit conducted extensive mod- Mr Witheat, said this could attract
pected future losses, but is an efflcient eling of the exposure, said Roger Sell- additional mvestors to the market
way to mammize the funds at Lloyd's ek, head of the Market Risk Umt Of the six organizations mvolved m
disposal An Aon spokesman in London said the program, five have direct links at
Buyers w111 be encouraged both by "This strengthemng of the Central Lloyd's as corporate capital providers
the polilcy and the security behind it, Fund further enhances the secunty or Investors m Lloyd's agencies All
said David Ketley, chairman of the behind policies issued by Lloyd's have business relationships through
Assn of Insurance & Risk Managers Chents wdllook favorably on this im- both direct and reinsurance transac-
"This will help to promote the securl- provement to Lloyd's ultimate re- tions with Lloyd's syndicates Even
ty of Lloyd s, especiallv m the US" sources " so, none is concerned that an aggrega-
Whde analysts called Lloyd's move tion of risk will hurt their own bust-
management at Pemzoil-Quaker positi Je, they said the coverage is a ness
State Co in Houston, praised Lloyd's smalL factor m the overall analysis for St Paul is very comfortable that
move "To the extent zhat it can con- the market's ratings Lloyd's has an A there are no threats from aggregation
tinually strengthen the view of policy- rating from A M Best Europe Ltd of exposures, Chairman Douglas
holders and buyers, it can only be pos- and an A+ from Standard & Poor's Leatherdale said m an Interview "We
itive," he said "The insurers must S&2 expects to issue its Lloyd's re- had full access to the model," and one
think it iS a fairly good risk or they view m August, though it confirmed of St Paul's most senior actuaties was
wouldn't be underwntrng it They are ItS rating when the coverage was an- involved in assessing it
supplying a vote of confidence "

Lloyd 's

Lloyd's Chairman Max Taylor said

Michael Phlipus, manager-risk

nounced, said Rob Jones, an analyst The program is"a really strong vote
The coverage, written as a five-year with S&P m London of confidence in the viability of the

pollcy by six insurers and reinsurers, Mark Hewlett, managing director London market," said John Berger,

provides Lloyd's with up to £350 mil- of Moody's Investors Service Ltd in president of Chubb Re Chubb Corp

hon ($562 3 milhon) m coverage per London, which rates inchvidual syn- owns 27% of HiscoxP L C, one of the

year, with a £500 mithon aggregate dicates, said the coverage "strength- largest Lloyd's agents

The pohcy has a £10C milhon ($160 7 ens Lloyd's seculity position and IS

milhon) deductible and is retroactive extr emely positive for the market as a of Northern Europe for Hannover Re
whole”

Gonda Lauritzen, general manager

to Jan 1 this year

The program was assembled in less
than 18 months and placed by Ben- of A M Best Europe Ltd, said the Lloyd's " Hannover Re does not have
field Greig Ltd and Aon Group Ltd coverage "does supply an additional any direct holdrngs at Lloyd's but
in London The coverage is led by degree of comfort, but there are also does remsure some syndicates It also
Zunch-based Swiss Reinsurance Co other important factors that rmll af- places busmess mto Lloyd's The Cen-
Other compames participating on the feet the rating,” such as earnings
risk are Employers Reinsurance Lloyd's Central Fund had a peak net basis to ensure it does not get rein-
Corp of Overland Park, Kan, The St value of £758 milhon ($1 15 bilhon at sured back mto Lloyd's, said Mr Sell-
Paul Cos Inc of St Faul, Minn, Han- theapplicable exchangerate) in 1992, ek
nover Re Group of Hannover, Ger- but the bulk of that was used to set up

m Hannover, Germany, said the com-
Gregson Carter, managing director pany has "an interest in supporting

tral Fund coverage was wntten on a

Swiss Re was attracted by the op-
many, XL Mid Ocean Reinsurance Equitas Ltd in 1996 to remsure portunity, as well as "a chance to
Ltd of Bermuda, and Chubb Re Inc Lloyd's pre-1993 habihties Equitas make a statement about our commit-
m Bernardsalle, N J was authorized to reinsure only old ment to Lloyd's and the London mar-
Should Lloyd's members incur exdosures and so cannot participate ket," a spokesman in London said
claims exceeding theli funds held in m ccvenng ongoing business
the market, the Central Fund would

XL Mid Ocean Re was 'approached
Lloyd's expects the Central Fund by Benfield Greig and by Max Taylor
pay claims Lloyd's can make a levy wtllexceed £200 mllion ($321 3 mil- whenhewasherem February for the
on names for £300 milhon to bolster hon) by year end
the Central Fund, which had a £175
milhon ($2945 milhon) balance at details about the premium, market
year-end 1998 With the levy and the souces suggest it is about £16 milhon ested because "there were opporturn-
new coverage, Lloyd's Central Fund ($25 7 milhon) annually, a figure that ties for substantial proht" and be-
would have total assets of more than Lic,yd's sources say is "shghtly on the cause "we have a very large invest-
£800 milhan ($1 29 bilhon) h* side”

The new credit coverage is trig- Lioyd's aims to keep the Central said Mr Veghte, refemng to the

Bermuda Insurance Symposium,”
Although Lloyd's is not releasing said James Veghte, executwe vp

The Bermuda reinsurer was mter-

ment in the society via Brockbank,"

gered if members' cash calls are not Fund high enough that It could pay Lloyd's managing agency
paid withm 28 days according to An- the deductibletwo years in a row, said "l don’t view this as a soft market
dreas Bachofner, a semor manager at Mr Sellek placement We wouldn't have wntten
Swiss Re in Zunch Nevertheless, Central Fund contri- it if we thought it was not going to be

To tap the Central Fund, Lloyd's butions, already set to be gradually profitable business," he said

Office tents make happy campers

By AMANDA MILLIGAN phones, cassettes of relaxing music, Gould as bemg "a httle less uptight

eye shades and pillows than other offices " In addition to
KANSAS CITY, Mo -In some of- rhe tents eliminate the need for providing the tents, the firm also al-
fices, sleeping on tne job could get a one approach "It gets knd of gross lows employees to bring in their
drowsy employee m trouble with the wnen people have crawled under dogs Typically, there are about four
boss But at one architecture and in- therr desks," said Karen Gould, a se- or five canines pawing around the
tel-lor design firm, it's encouraged nicr associate and interior designer office, and gerbils and fish also have
Abou: two years ago, Gould Evans wno had the idea for the office tents been a part of the office scene

Goodman Associates in Kansas City, Tents were adopted because the "The whole office has a certain
Mo, pitched three one-person camp- office environment itself is "no- Spirit to It," said Ms Bowker, who
mg tents for employees to use as madle,” Ms Gould said Even associ- has worked for the firm for more
places to rest, relax or catch a few ates' work stations are on wheels than nrne years

winks Each tent is equipped with an Cirrently, the tents are on one of two The concept of offer_ng a place for
"time-starved" employees to nap or

Margaret Bowker, associ- just relax is not new, said Richard

air mattress, an alarm clock, ear- mezzamnes m the office

Updates

Zurich U.S. starts marketing group

Contznued from page 2

Through these seven regional contacts, Zurich w11 "make sure that
local business strategies of the different businesses are aligned and
that we are presenting that in a coherent manner m the market-
place," said Mr Hite "We want the regional vp to represent the face
of Zunch m the marketplace "

The new regional vps are Brad Brown m Atlanta, Linda Puccio m
Chicago, Gerald Ladner in Dallas, Pam MeSmith in Los Angeles,
William Casey in New York, Tom Routson in Philadelphia, and Sally
Sproat m San Francisco

Zurich's creation of the new marketing structure was announced
only a few days after Kemper Insurance Cos revealed a restructur-
ing aimed at helping agents better understand its product offerings
(see For the Record, page 51)

Senate to vote on Y2K bill

WASHINGTON-The Senate is expected to vote today on whether
to mvoke cloture to allow formal debate to proceed on a bipartisan bill
designed to provide businesses with some protection against hability
stemmmg from the Year 2000 computer problem

The bill, which is backed by a broad coalition of businesses and trade
groups, is a revised version of S 96, a bill drafted by Senate Commerce
Comrmttee Chairman John McCain, R-Ariz S 96 won the approval of
the Commerce Committee on a Strict party hne vote in March but un-
derwent amendment to draw Democratic support In the process, Sen
Ron Wyden, D-Ore, signed on as co-sponsor of the bill

The revised version of S 96 does not apply to wrongful death or per-
sonal mjury claims The measure would, however, mclude

« A cap on punitive damages of the greater of three times compen-
satory damages or $250,000 for businesses with 25 or more employees
Smaller busmesses' pumtive damages would be capped at the smaller
of the two amounts There would be no caps, however, where plaintiffs
could prove that the defendant had Intended to Injure them

+ A system of proportional liability for Y2K claims except where
"plaintiffs with a modest net worth" could not collect from one or more
defendants or where the defendant intentionally injured a plaintiff

= A requirement that plaintiffs submit a 30-day notice of intent to sue
to the defendant If the defendant offered a remedlation plan within
that time, the defendant would get an additional 60 days to solve the
problem If there was no agreement about fixing the problem, the
plaintiff could sue on the 31st day

= A duty to mitigate that would not allow plaintiffs to collect for
damages that could have been avoided

* Irnmumty from punitive damages for governmental entities

The measure would not apply where parties already have signed a
contract spelhng out Y2K terms and conditions

Mental health parity bills signed

HELENA, Mont -Insured benefit plans m Montana must provide
coverage for severe mental illness equal to that for physical lliness un-
der legislation signed last week by Gov Marc Racicot

Montana is the 2Ist state to adopt a mental health panty law, accord-
mg to the National Alliance for the Mentally lll, which applauded the
legislation

"Mental illnesses are biological bram disorders that can be treated
successfully The new law will end discrimination and help approxi-
mately 25,000 Montanans get the treatment they deserve," NAMI Ex-
ecutive Director Laurie Flynn said m a statement

Meanwhile, Virgima Gov James S Gilmore LIl signed a mental
health coverage parity bill after the Legislature approved an amend-
ment to the bill, requested by Gov Gilmore, stipulating that the law
not apply to employers with 25 or fewer workers The law goes into ef-
feet Jan 1, 2000

The bill, S B 430, mandates that insured health plans and HMOs
provide coverage for so-called mental disorders, and that deductibles,
benefit years, benefit limits, copayments and benefit maxirnums be the
same for mental conditions as for physical llinesses

In New Jersey, the State Senate and House last month approved S B
86, a parity bill similar to the Virginia bill Repubhcan Gov Christine
Todd Whitman still must sign the bill, which is supported by the NAMI

Briefly noted

Jeffrey H. Mayer will Join Edison, N J -based PXRE Reinsurance
Co as executive vp responsible for the company's new finite reinsur-
ance division Mr Mayer comes to PXRE from Swiss Re New Mar-
kets, where he was a principal, chief actuary and head of the client

j ate vp, said that the tents Fedenco, vp and national piactice service 8roup Lost worktime injuries hit a five-year low in 1997,
3 Rest - r probably are used only a leader for work/life benefits at The according to data released last week by the Bureal of Labor Statis-

few times a week But, she Segal Co of New York It can even

675 Snooze 3 added, it's good to know be a spinoff of flexible work tinie
4% LOg\I . 249 they are around if an em- "l think the issue of a nap room is
ployee needs to get away very relevant to the way we're asked
o - r,r. She has used the tents three to work these days," he said "You're
- times since they have been a not only working more hours, but
part of the office environ- you're also working harder "
A corporate focus on recruitment

nap and retention has motivated employ-

ment, but not necessairily to

"The biggest thing for us ers to seek ways of connecting with
is if someone isn't really their employees and inderstanding
feeling well, they can get the demographics of woikeis, Mi
away," she said, noting that Federico said
few have ever spent the "Gaining employees' commitment

night m a tent "It's not today involves a lot of things, and
PHOTO COURTESY OF GOULD EVANS GOODMAN

To increase productivity, some employers are

meant to be a hotel room " one of those things is understanding

The corporate culture at their workplace habits," he said "It's

ties BLS reports that the lost worktime cases fell to 1.83 million in
1997-the last year for which data is available-from 2 25 million in
1993 Strains and sprains were the most common lost worktime in-
juries Colorado Gov Bill Owens signed a commercial insurance
deregulation bill last week that exempts many sellers of insurance
from rate and form filing requirements To be exempt, a policyhold-
er must employ a risk manager and meet mimmum standards of pre-
mium, net worth, net revenues and number of employees Eliza-
beth A Monrad, senior vp and chief financial officer of General
Reinsurance Corp, has been named Insurance Woman of the Year by
APIVW, an association for women m insurance Ms Monrad will re-
ceive the award at a reception in New York on June 15 A con-
sumer group and three members of Aetna U.S. Healthcare Inc have
filed a federal racketeering suit in Philadelphia charging the health
maintenance organization with falsely advertising quality medical
care while undermining care with cost-cutting measures An Aetna
attorney referred questions to a spokeswoman, efforts to reach her

allowing employees to take naps or relax in this 25-year-old architec- a performance and pi oductivity is- were unsuccessful

private tents set up in the workplace. ture firm is described by Ms sue "
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S h OOti n g S Stephen Finley, Ask manager for the Denver don Padera, a vp in the risk control and consult- B Insurance Index
Pubk Schools "The incident that unfolded (at Ing division for Gallagher Bassett Services Inc
Columbine) is unlike any other It was a com- in Itasca, Il 2,200
Contnued from page 1 mando-style raid," Mr Fmley said "Short of "We have to find a way to get past that It can 2150
Pohce found a total of more than 30 pipe making our schools fortresses with moats and happen anywhere, and there are things that can '
bombs, which were throughout the school, m- drawbndges, | just don't know what to do I'm be done to minimize the exposure," he said 2,100
side booby-trapped cars and m the suspects' two at a loss," he said Mr Padera said one of the key prevention 2,050
homes Also found were four guns a 9mm serm- "We could clearly put more emphasis on strategies often missmg m many plans is "em-

automatic pistol, two sawed-off shotguns and a training, and that's where we're headed," Mr powerment " 2,000 A

carbme nile Finley said "We've got to focus more resources After training and educating everyone about 1,950
The 17- and 18-year-old male gunmen were and more attention to do all we can to make our early warmng signs, teachers and students need
part a group of outcast students called the schools as safe as possible " to be empowered to report any suspicious be-
Trench Coat Maha Following the rampage, Dan Phszka, nsk manager for the city of havior to a crisis management team orto coun- 1,850
both boys were found dead m the school hbrary Charlotte, N C, and Mecklenburg County, as selors or pnncipals, Mr Padera said
fromm gunshot wounds to the head well as the Charlotte-Mecklenberg school sys- Toll-free anonymous hot lines are a good way
Damage estimates to the school from the ram- tem, said, "l think it goes back to awareness- to make students feel more comfortable with re-
page have yet to be determined, but a recognizing behavior that iS perhaps suspi- portmg suspicious behavior, he said

spokeswoman for the Jefferson County school cious " Mr Padera said schools also need to have in /5 B 2 Bn © B/26 A/5 A/6 An G 4/
distnct said it has been told by pohce that there "It's a sad state of affairs Unfortunately, it' s a place procedures to respond to these reports and
.Is sigwhcant damage" to the structure sign of our times," he said to intervene quickly Base=100 on Dec 29, 1978

The Jefferson County schools have property "What's kind of shockmg to me about the Bruce T Blythe, president and chief executive Source Nerdby /ntemational inc (nordbycom) Boulder, Golo

insurance underwntten by units of Chubb whole thing is that the kids knew about this officer of Crisis Management International Inc
Corp, with a $50,000 deductible, said Sally Trench Coat Mafia, but when parents were m Atlanta, agreed that one of the crucial parts of
Philhps, Insurance manager/risk manager for asked about it, they had never heard of them," a Cnsls management plan is having a program in

PCS catastrophe options

the Jefferson County Pubbc Schools Mr Phszka said place to identify potential threats Students need As 01 April 23
The school district has a $500,000 self-msured Most schools today have Cnsls response plans to be taught that they can report potential vio- ot rara oo bidraak
retention for general hability risks, after which in place, but "they need to Zook more to preven- lence to school authonties, and the message National Annual 1999 Calitornia Annual 1999
coverage is provided under a $3 milhon excess lion," said Tom Dondero, senior risk control spe- needs to be repeated to overcome students' resls- 40/60 130/180 60/80 10/23
habilitypohcy written by Genems Insurance Co , cialist for Chicago-based Coregls Group, which tance to tellmg on friends, he said 60180 eo/=z0 80/100 0 7/1 9
a unit of General Re Corp Insures 1,500 school districts in the Umted Pennsylvania schools, through their emergen- ?z:coo 55;;; teoe osr=s
Ms Philhps said it is too early to determine States "That's where the focus wtll be m the fu- cy nobfication system, have dispelled potential- 200/250 56/60 Westorn Annual 1699
the extent of damage while crime scene investl- ly violent incidents before they happened with 80/100 O8/22
gators are still m the building The school has There needs to be education so that students, communication and good rapport between stu- Southeastern September 1999
been closed indefrnitely school staff, farmly members and the communi- dents, police officers and school administrators, 40/60 28/- Midwest June 1999
Colorado Gov Bill Owens last Wednesday de- ty can recognize early warmng signs,Mr Don- said Sheldon W Grasley, managing director for 60780 23/30 1020 =
80/100 20/24

clared a state of emergency and earmarked up to dero said There also need to be pohcies and pro- the New Cumberland, Pa -based Pennsylvania

$1 milhon in state money to help Columbme cedures m place to intervene and get to students School Boards Assn Insurance Trust, which Florida Sept /hec 1999

A . . Eastern September 1999 100/150 26/-
High School and the community recover Prem- quickly, whether through anger management oversees a nsk management and msurance pro- 40/60 33/-
dent Clinton last week made $1 5 milhon avail- courses, confhct resolution programs or peer gram for 50 school boards
L . L. . ) ) Total volume O Total open Interest 10,681
able to the victims' famihes from a federal fund mediation programs, he said In one situabon, kids had threatened to enter
for erime victims If any good comes out of the Littleton inci- a school with guns and cause damage, Mr For Information on PCS cat options, call the Chicago Board of
One day after the shootings, three gun bills dent, maybe it wlll be "used as a spnngboard to Grasley said But the school had a notification Trace ata1-A3s sera
headed for passage m the Colorado Legislature promote these programs," he added program that gave credibihty to kids reportng
were either lalled by their sponsors or targeted Other risk and safety consultants say the first the situation and credibility to school adminis- Source Chicago Board of Trade

for veto by Gov Owens Those buls, among oth- hurdle that must be cleared by school distncts is trators reporting it to police Therefore, they

er things, would have allowed more concealed- acceptmg that no school distnct is immune to were able to defuse the situation and get the kids

weapons permits and prohibited cities and these types of violent incidents mto counselmg, he explained

towns from sumg gun manufacturers "People have got to get out of these denial For an emergency notihcation system to work, Price P/E Div Yield 52-weeok
The Jefferson County schools have a crisis re- phases and take these things senously," said it needs a place where kids can go and report po-

sponse program m place for bomb threats and Gary Salmans, vp and manager of risk control tential mcidents and a school administration

British Issues

Companies pence pence % high-low

other emergencies, Ms Phillips said services at Marsh Inc of Colorado m Denver that"doesn't pooh-pooh it and say you are over- Gdn Royal Exch 374 57 10 0 33 396.331
"We are going to have to go to the communi- "It's not going to go away As tragic as this situ- reactmg," Mr Grasley said Legal & Gen 711 21 8 14 5 26 946-670

ty, and a lot of decisions are gomg to have to be ation is, with the loss of 14 children, it's going to "This shooting and several others within the Royal & Sun 506 17 8 23 O 56 633-455

made as to what they want us to do now as far happen again,” he said past couple of years have made school adminis-

as security It has been said more than once our Teachers, students, custodians and adminis- trators more aware and wantmg to be m a posi- Brokers

worst nightmare has happened,” Ms Philhps tration "have got to learn to be able to identify tion to be prepared to deal with it both from a

said potential problems and be able to tell someone preparedness side and a response side," he said Lmbrt Fenchurch 85 71 57 82 90-58
Other school risk managers, Stlll reeling from about it," Mr Salmans said In three weeks, the PSBA mil hold a work- e =381 106120 64 242-166

the incident, were perplexed when pondenng School crisis management "has not taken a shop for member schools on emergency pre-
how to prevent another such Incident from oc- back seat, it is just a matter of schools and com- paredness, it wlll hold one m the fall on crlsis re-
curring in the future munities accepting that (incidents like sponse "It is a very timely topic,"” Mr Grasley

"We're extremely saddened here at DPS," said Columbine) can happen anywhere," said Gor- said Eli Source Nordby /ntemational Me.(nordby corn) Boulder, Colo

Note Pnces are Apn123 closings, other numbers from Apnl 22

Bi Industry Stock Report APRIL 19,1999, THROUGH APRIL 23,1999

Weekly Year to date Yeartodate Weekly Year to date Yeartodate Weekly Year to date Yeartodate

BROKERS Pnce % change % change High Low Vol (000) Price % chang. % change High Low Vol (000) Pnce % change %change High Low Vol (000)

Aon Corp NYS 6650 102 1862 7556 asz2s 2198 CNA Surety NYsS 1300 sos 1207 1675 10.19 79 St Paul Companies NYS 3038 340 1321 a5.44 28.06 5544

E W Blanch Holdings Inc NYS 6169 1280 32.13 6169 34 a8 395 EMC Insurance Group Inc NDO 1028 4 1936 1588 900 33 scor NYS 50.a4 4.16 22.40 7275  ae.38 21

Gallagher Arthur J & Co NYS a8.13 o.52 1000 s0.63  sass 233 ESG Re Limited N 1738 074 1230 27.00 12.75 a8 SAFECO Corp NDO 3081 o7e _ea2 53.13 36 69 2704

Hilb Rogal & Hamilton NYS 19.13 1.32 268 1988 1538 97 Enhance Financial Services NYS 21.31 6.56 2955 3756 1731 467 SCPIE Holdings inc NYS 24.756 3.88 1767 3838 24.38 NA

Kaye Group Inc NDO 675 0.00 -6.90 s.06 5.3 o Everest Reinsurance NYS 32.19 ses 1227 4a.13 2875 1059 Se,bels Bruce Group N 363 4.13 357 825 2.69 o0

Marsh & McLennan nNYs 7944 sea 3436 8100 43 38 a220 Executive Risk Inc NYE 7119 -os2 3z.13 7400 3550 640 Selective Ins Group nNoo 1809 -o.86 1065 2025 1669 238

Poe & Brown NYS 3494 329 ooo 4250 2931 23 EXEL Ltd NYE 59.13 6.05 1738 8325 5450 4773 Terra Nova Ins Co Itd NYS 2244 -055 7.95 35.00 21.25 399
BROKERS AVERAGE 3.16 1205 Fremont General Corp NYS 1994 925 1736 3006 1650 599 Tok.0 Marine & Fire NDO ss.88 az7 ooo c288 3900 71

Frontier Insurance Gioup NYS 1450 1837 1600 2460 1088 872 Torchmark Corp Nvs 3606 5.10 a7e 49.19 s0.69 2307

INSURERS/REINSURERS Gainsco Inc NYS as6 135 27.72 9.13 4.25 70 Transallantic Holdings NYS 76.06 1.33 oss 9450 7350 161

ACE Ltd NYs =8.88 =7 11.66 300 2438 2734 Harleysville Group NDO 19.13 625 25.00 2850 1700 305 Travelers Property Casualty NYS 35.06 126 1440 45.75 2413 1026

Accel International Corp NDO 238 256 2083 3.50 213 4 Hartford Steam Boiler NYS 3906 5.40 2.80 59.56 34.75 397 1 renwick Group Inc NDO 2675 1.90 1542 41 50 2550 65

Acceptance Insurance Cos NYS 12.69 2.87 36.16 2563 1206 193 HCC Insurance Hoklings NYS 20.50 282 21.03 23.19 1600 sa6 Until American Corp NDO 10.19 654 11.65 16.25 863 o3

AEGON N v/ nYs 8750 a=1 28 24 130.13 6388 3 ING Groep N V NYS 59904 334 174 7675 3606 281 United Fire & Casualty nNDo 26.00 221 2188 4288 2275 67

Aetna Life & Casualty NYS 84.38 1075 s.72 o1.44 60.19 3491 IPC Holdings Ltd NDO 18.88 321 1703 33.25 1800 612 Unitrin NDO 3500 8.32 1.23 3800 2788 s10

AFLAG Ine NYS 52.13 335 1847 5450 25.13 1820 Hartford Financial Se..ces NYS 6000 2.67 750 044 37.63 2a62 UNUM Corp NYS ae69 aao 2211 6250  41.75 3180

Alimerica Financial Corp NYS 57.63 oas 177 7525 3838 1088 Lasalle Re Holdings Ltd NYS 1450 5.45 2970 3963 1163 103 Vesta Insurance Co NYS a.69 1029 1848 s8.69 s.38 570

Alistate Corp NYS 3881 597 081 s238 34.75 11544 Lincoln National NYS 9800 a67 1825 10050 67.00 2073 Zenith National Ins NYS 22.50 374 270 3050 2031 50

AMBAC Indemnity Corp NYsS 5713 .58 4.69 65.94 4088 1830 MAIC Holdings lic NYS 28.00 588 12.50 33.13 2325 118 INSURERS/REINSURERS AVERAGE 3.16 553

American Bankers Ins NDO 5263 o036 1021 62.00 30.13 2701 Markel Corp NYS 181.63 o073 o786 15700 12200 1

American Financial Group Nvs seaa s.00 1153 as7s  soso 213 MBIA Insurance Group NYS 6575 1324 -085 8013 4606 3136 HEALTH MAINTENANCE ORGANIZATIONS

American General NYS 76.13 5.45 272 79.00 52 38 2469 Meadowbrook Insur Group NYS 1475 167 o.s8 3475 1363 37 Foundation Health Systems Inc NYS 1363 634 2386 sz.63 s.88 1885

American Heritage Life ins NYS 2388 o7o -o7s 2669 18.63 111 MMI Cos Inc NYS 1600 804 a1z 2404 1876 oo Humana Inc NYS 1281 406 3234 32.13 10.06 4475

American Indemnity/Fin 1 NDO 13.50 693 27 06 1538 10.25 18 Mutual Risk Mgmt Ltd NYS 39.00 o000 280 a32s 2538 219 Oxford Health Plans NDO 1850 3.8 32.14 2050 5 81 5080

American International NYS 12056 8.03 23.06 134.00 ©4.88 15051 NAC Re Corp NYS 52.94 6.14 1339 ss.ss  43.69 s0s Pacificare Health Sys NDO 6738 1517 577 s8.88 53.75 390

American Safety Insurance NYS 769 603 1908 1506 663 60 Navigators Group NDO 1428 000 656 1950 1326 " Safeguard Health Enter NDO 4.00 1172 1228 o3s 234 19

Argonaut Group Noo 25.00 2.56 217 3700 2125 as NYMagic Inc NYS 1481 872 20.04 3425 1238 s0 Sierra Health Services NYS 1163 276 4431 27.63 1044 227

AXA UAP Group NYS 6350 522 11.27 80.25 38.25 249 Ohio Casualty Corp NDO JR. 164 oss 61.76 3375 250 United HealthGroup NYS s3.88 7.62 20.90 7394 29 56 6295

Baldwin & Lyons Inc Noo 21.50 aza -8.02 26.00 1850 " Old Republic Int | NYS 20.25 6.23 5.54 3225 1794 2128 Wellpoint Health Networks NYs 7463 604 13.10 87.88 50.50 861

Bert<ley W A Corp NDo 27.19 308 1944 49 88 23.50 167 Orion Capital Corp NYS 27.75 - 20.19 s025 27.56 872 HMOs AVERAGE aza -o79

Berkshire Hathaway Inc NYS 77000.00 228 12.74 84000 00 57000.00 1 Partner Re Ltd NYS 39.50 -0.16 1259 s2.50 3363 eo7 ALL COMPANIES AVERAGE 352 101

Capital RE Corporation NYS 1904 1728 192 3869 11.94 547 Penn America Group Inc NYS 1075 1026 16.22 088 813 28

Capitol Transamerica Corp NAS 13.88 091 2155 22.75 1331 27 PMA Capital Corporation NDO 2025 oez 351 2375 1663 o3

Centris Group Inc NYS 11.50 10.18 2267 1481 794 102 Philadelphia Cons Hoding NDO 24.75 1015 16 a7 24.75 1863 aza

Chartwell Re NYS 1275 2.8 3656 31.31 1260 161 . NYS 1038 82 2327 s288 18.00 25

Chubb Corp Nvs ss.50 so1  sss1  saoozoas  Relce Group Holcirgs s voo  zas amos  1os1 7 a8 1s72

CIGNA Corp NYs 89.38 -0.63 1aes 100 S7.19 2552 Rellastar Financial Coip NYS a106 3.46 8.24 52.44 2900 1834

Cincinnati Financial Corp NYS 3956 7.47 1086 4513 3050 1312 RenalssanceRe Holairgs Ltd NYS s2.75 260 o34 50.44 31.50 7a

Cit,group NYS 74.88 .63 asos 77 00 28 50 55982 Risk Capital Holdings NDO 1850 7.83 2663 2550 1200 o3

CNA Financial Corp NYS 4175 1438 620 5325 3300 1014 RLI Corp NYS 3100 621 7.12 4563 2788 77

Top advancing issues Frontier Insurance Group, Capital RE Corp, Pacificare Health Sys Leading decliners. Safeguard Health Enter, PXRE Corp , Orion Capital Corp Most active issue Citigroup The 8/Index increased 33%, the Dow Jones 30 Industrials
gained 1 9%, the S&P 500 increased 2 9% and the NYSE Composite gained 2.3%. Average P/E Brokers. 18.4, Insurers/reinsurers, 18 9, HMOs, 157

Source Nordby Intemattonat inc (nordby corn), Boulder, CO
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¢ Construction
¢ Envu*onmental Product“

v dprograms underwritten by Réliaace Insurance Company,
Reliance National Irdemnity Company, Reliance Natiosal‘Insurance Company, Reliance
Imsmrance C ompany of Illinois, Reliance Insurance Company of California, United Pacific
l:slmncL & omp&u\ a'ldfur Reziance Surety Company.




