
CS

E

AUGUST 13.2001

Busness
www.businessinsurance.com $4 / Entire contents copyright © 2001 by Crain Communications Inc. All rights reserved.

UPDATES-
South Carolina orders RRG

to cease undenNriting
COLUMBIA, S.C.-South Carolina regu-

lators have directed a risk retention group
licensed there to stop writing coverage due
to the group's financial problems.

Commercial Truckers Risk Retention

Group Captive Insurance Co. was licensed
in December 2000 and began writing liabili-
ty coverage for owner/operators of small
trucking fleets in February, said Clayton In-

See Updates on next page

Deal makes Aon top capt ive manager
By MICHAEL BRADFORD

CHICAGO-Aon Corp. has become
the world's largest captive insurance
company manager with its acquisition
last week of Sweden's SINSER Holding
A.B. from Skandia Group.

In the deal, Aon takes over SINSER
and its 13 worldwide subsidiaries in 10

countries. The SINSER units handle the

administration of more than 250 captive
insurers that will join more than 700 oth-
ers already under Aon's management.
The additional captives will push Aon's

total to nearly 1,000 under management
and will move Aon ahead of Marsh &

AON S IriS€R
McLennan Cos. Inc., based on Business
Insurance's 2001 survey of captive man-
agers. Marsh was the leader last year,
with 854 captives under management.

Stockholm, Sweden-based SINSER
also provides consulting services through

Aetna's shift
to health focus

brings struggles
By JOANNE WOJCIK

/Etna

HARTFORD, Conn.-When

Aetna Inc.'s top executives
announced last week that

they were willing to sacrifice
size to restore profitability,
they articulated the strategy
that the company seems to
have been

following
over the past
decade.

Once a

multiline in-

surance

powerhouse.
the forrner

Aetna Life & Casualty Co. is
now not much more than a

life and health insurer, hav-
ing sold off its property/casu-
alty operations to Travelers
Inc. in 1996 and its financial

services and international

operations to ING Groep
N.V. last summer.

And while the leaner Aetna

grew to become the nation's
largest health insurer in the
,WEe 19905, after it merged
with U.S. Healthcare and ac-

quired NYLCare and Pru-
dential HealthCare, it may

01

not retain that status for

long. As a result of its contin-
uing withdrawal from un-
profitable geographic regions
and market segments such as
Medicare, its membership is
down to 18.1 members, from
19.1 million at the end of

2000.

And during
last week's

conference

call with an-

alysts, com-
pany execu-
tives said

they expect-
ed member-

ship to drop at least 10% be-
low year-end 2000 levels by
the end of this year. That
would make it easier for Aet-

na's closest HMO competitor,
Minneapolis-based United
HealthCare, to catch up
with-and perhaps even sur-
pass-Aetna's enrollment.

United HealthCare currently
has 16.5 million members.

The company also has been
losing money while other
managed care companies
have been gaining.

See Aetna on page 26
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its Risk & Insurance Research Group.
Those activities will continue.

With the sale, Skandia has shed the
last of its risk management consulting
services and property/casualty insur-
ance operations. The Stockholm-based
company now will focus on marketing
financial investment products that will

be sold through banks and other service
companies.

The deal was finalized last week; terms
of the transaction were not disclosed.

SINSER will become part of Aon Inter-
national Risk Management Group, which

was formed when Aon acquired the cap-
tive management operations of Interna-
tional Risk Management Group Ltd. late
last year from Swiss Reinsurance Co. and
IRMG's management (BI, Dec. 11,2000).

SINSER's captive management opera-
tions will become part of the brokerage's
captive management arm, Aon Insurance
Managers. AIM will be responsible for
captives in 29 domiciles, generating $8
billion in annual premiums.

Alan Cossar, executive director of Aon
Insurance Managers (Bermuda) Ltd., said

See SINSER on page 27

Employers looking
beyond managed care

By MICHAEL PRINCE

As managed care plans run
out of effective ways to control
health care costs, employers are
increasingly looking at other

said Mary Case, a principal in
the New York office of Unifi

Network, a subsidiary of Price-
waterhouseCoopers L.L.P.

Supply-side controls have
been the common approach to

health care models.

After enduring years of cost
increases and the resentment of

physicians and patients over
managed care's strict controls,
many employers, to meet their
health care needs, are searching
for the next new thing.

In the past, employers as-
surned that any approach la-
beled "managed care" would
curb costs and improve care,

Trii

r /1

controlling costs in managed
care, said Chip Tooke, the presi-
dent of Lumenos Inc., a con-
sumer-driven health care com-

pany in Alexandria, Va.
Managed care companies

sought to limit both the prices
paid to providers of health care
services and the use of such ser-

vices. They bargained hard with
providers to negotiate lower
rates, required approval for cer-

Spotlight on
Property Loss
Control page 10

tain procedures, restricted ac-
cess to specialists and offered
patients limited networks of
providers.

And experts acknowledge that
this approach has achieved
some striking successes.

For example, managed care
has held physicians accountable
for the quality of the care they
provide, acknowledged Dr.
David Nash, professor of health
policy and associate dean at Jef-
ferson Medical College in
Philadelphia.

Managed care "did a lot of
what it was supposed to do,
which was control costs," said

J.T. Thompson, a senior benefit
consultant with Hewitt Associ-

ates L.L.C. in New York. And in

the 1990s, he said, managed care
also made doctors more efficient

and led to many years of small
cost hikes.

But those days appear to be
over, some say.

"Employers are very frustrat-
ed," said Dr. Jack Mahoney, the
corporate medical director at
Pitney Bowes Inc. in Stamford,
Conn. "Employers are looking
around and saying, 'Is there
something more we should do or
something very different we
should do?"'

Rising expenses top the list of
employers' concerns with health
care. Costs have jumped be-
tween 10% and 17% this year,

See Care on page 25
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Contznued from previous page state of Reliance's finances, a Depart- pared with $29 million at the end of
gram, director of business development for ment spokeswoman said. 2000, according to documents the com-
the Alternative Risk Transfer Services Divi pany filed with the U.S. Securities and
sion of the South Carolina Department of  GUNMAKER NOT LIABLE Under California Exchane Commission Halliburton esti

• The House of Representatives' patient Insurance As part of an ongoing mvestiga- law, a gunmaker cannot be held liable in mated that its gross asbestos liabilities as li
protection bill includes an amendment tion of the risk retention group's business, a products hability lawsuit on the basis of June 30 totaled $699 million, up from

the department earlier this year determined that the benefits of a product are out- $80 million at the end of last yeardesigned to broaden access to health
the Commercial Truckers RRG was in "a Meanwhile, the company estimated as ot

care coverage, and supporters of the
particularly precarious financial situa- June 30 that it will recover approximate- 2

proposal are optimistic it will survive tion," Mr Ingram said, and asked the ly $575 million from its insurance com-
attempts to reconcile the House and group to stop writing coverage until regu-
Senate measures in conference. PAGE 4

lators could investigate further. In June,

anies, compared with its estimate of
51 million as of Dec. 31,2000 Since

the South Carolina department informed 1976, the company and its subsidiaries
the RRG that because of its financial post- have been hit with more than 300,000
NOn it would not be allowed to renew polt- weighed asbestos claims. As of June 30, 145,000

• Texas employers are keeping an eye cies Richard Grier, president of the Com- by its po- claims are pending, up from 117,000 at
on the financial health of the state's mercial Truckers RRG, declined to com- tential to the end of 2000 The company also an-
independent practice associations ment on the matter cause injury, the nounced that a subsidiary, Dresser In-
following a spate of financial problems state s Supreme Court ruled dustries Inc, filed a lawsuit Tuesday
at several IPAs. PAGE 6 I TAX'LOOPHOLE' BILL OPPOSED The contro- last week. In ltS ruling, the against its general liability insurers, seek-

versial legislative attempt to close the so_ high court cited Section 1714.4 of the ing a declaratory ludgment that Dresser
called "Berrnuda tax loophole' would California Civil Code, passed by the is entitled to coverage for its asbestos-re- '
hamper risk managers' ability to deal state Legislature m 1983, which banned lated liabilities.

• The California Supreme Court rightly with their exposures, according to the such silts. California enacted the law in

Risk & Insurance Management Society response to a flood of suits filed against I OSHA INSPECTIONS The Occupationrejected an effort to shift responsibility
for the harm caused by the user of a Inc In a statement last week, Michael gunm-kers that alleged that guns were Safety and Health Administration will
product to the product's manufacturer, Phillipus, vp-external affairs at New «inherently defective products," the inspect about 1,000 worksites with the
this week's editorial says PAGE 8 York-based RIMS, said. "RIMS mem- Supreme Court ruling says. The ruling worst injury and illness records during

bers have an Inherent interest in main- quotes the legislation, which states that a the next four months. The 1,000 are
taining a competitive and innovative gun manufacturet may not be held liable among 14,000 worksites notified earlier
lobal insurance and reinsurance mar_ "in a products liability action on the this month by the federal wokplace safe-

IT:rmE
--

n' etplace. We believe H.R. 1753 would basis that the benefits of its product do ty agency that their workplace injury
undermine and disrupt this rnarket_ not outweigh the risk of injury posed by and illness rates exceed those of most

-

place " H.R 1755, introduced earlier the product's potential to cause serious other workplaces, based on 1999 statls-
this year, would deny U.S. insurers a tax injury, damage or death when dis- ties. The worksites notified average eight

111 r 5 Ifill' - 1 11 114 deduction for charged." Survivors and relatives of vic- or more injuries or illnesses resulting in
I.jj premiums ceded tims or a shooting spree by Gian Luigi lost workdays per 100 full-time workers

ba-m' !' 1 to an affiliatedIDI Ferri, who killed eight people and per year, compared with a national aver- 1
reinsurer that is wounded another six in a shootinfi ram- age of three such Incidents per 100 full-

4 -
-- based in a low- page at a San Francisco law office in time workers. The OSHA notification

tBKI, lii:ydicylin 1993, brought the suit. The plaintiffs al- letters also urged recipients to take steps
leged that Navegar Inc. in Miami, which to correct conditions The 14,000 work-

The bill is widely /b.. manufactured rapid-firing semiautomat- sites are listed by state on OSHA's -4
• Airlines that already saw higher hull, regarded as tar- ic pistols used in the spree, produced a site at www osha.gov on the Freedom or

liability and war risk rates at their last Bert n3 Bermuda- gun that has 'no legitimate sporting or Information Act page under Current

renewal can expect to pay even more as based insurers self-defense purpose and is particularly Year Electronic FOIAs The Web site
underwriters take on board the effects of and reinsurers, well acapted to a military-style assault does not identify the sites slated tor in-

such as ACE on large numbers of people," court pa- spection.
last month's terrorist attack at Sri

Ltd. and XL pers say.
Lanka's main airport. PAGE 21

Capital Ltd. I BRIEFLY NOTED Philip Morris Cos. Inc.
that have sub- REINSURANCE COLLATERAL Commercial in- has said it will appeal a
stantial U.S. subsidiary Operations. surance buyers and their primary insurers $100 million punitive
RIMS says the bill is protectionist, could face greater risk from uncollectable damages award to a CO *

• Loss adjusters are still assessing the would limit access to reinsurance capaci- reinsurance if alien reinsurers are success- sick smoker, even
damages from the Aug. 3 terrorist ty and remove the tax-deductibility of ful in tteir efforts to halve a 100% collat- though a California *-, 1
bombing in the London borough of insurance premiums, which coker legiti- eral requirement for business done in the Superior Court judge j ,
Ealing. PAGE 21 mate business expenses. RIMS also said United States, according to a National Thursday reduced

that "stability in tax law and insurance Assn of Mutual Insurance Cos the award to a frac-

regulation is vital to maintaining a ro- spokesinan The Indianapolis-based trade non of the $3 billion 0-*p-
bust and attractive market " Late last association also voiced its opposition to that a Jury had award-

• Esso Australia Pty. Ltd. was ordered month, the Coalition of Alternative Risk the reinsurers' requested reduction in an ed in June. The srnoker,
to pay a record $2 million Australian fine Funding Mechanisms, a captive and risk Aug. 7 letter to the National Assn. of In- Richard Boeken, has until Aug 24 to ac-
for violating safety regulations related to retention group representative associa- surance Commissioners' Reinsurance Task cept the reduced award or a new trial
a refinery explosion. PAGE 21 tion, also voiced opposition to H.R. Force A group of non-U S. remsurers that will automatically be granted. . The

1755, saying the bill would force off- includes Lloyd's of London recently asked number of employers that offer online
shore insurers to raise their rates. NAIC regulators to reduce their collateral benefits enrollment has doubled since
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International . 21 suits, the amount under dispute was tion is not needed, because alien reinsurers 401(k) plans was 80% this year, uptom
Opinions 8 more than $5 million. Companies in- sublect to the 100% collateral requirement 58% last year, according to the sur-
Ticker .. . 27 volved m the suits still under the stay or- have been able to compete m the United vey. . California Gov. Gray Davis has
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ford Health Plans Inc., Xerox Inc , Cen- surers to pay for the routine health care
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An Aug. 5 derailment of a train and chemical spill northwest of
Houston prompted an evacuation of nearby homes, prevent-
ing the two residents above from feeding their horse.

Rail company self-insured for losses

BNSF train derails

in Texas, spilling
hazardous cargo
By DAVE LENCKUS

HOUSTON-Burlington
Northern Santa Fe Railroad

Corp. is self-insured for any
losses that result from a huge
hazardous chemical spill fol-
lowing an Aug. 5 train derail-
ment 40 miles northwest of

Houston.

About 23,000 gallons of
ethylhexyl acrylate and as
much as 11,000 gallons of
acetic anhydride leaked from
three tanker cars that de-

Two hundred

workers /tom

various federal and
local government

agents, the BNSF
and contmctors

that the railroad

hired worked last

week to dean up
the spill in searing
tempemtuires.

railed, according to the Mont-
gomery County Sheriff's De-
partment. Both chemicals are
carcinogens and can cause
respiratory problems. A total
of 21 cars derailed in the mid-
dle of the 64-car train.

A tanker car carrying ben-
zene also derailed, but none of
the toxic chemical has spilled,
according to the sheriff's de-
partment.

The derailment caused at

least $1 million of damage, in-
cluding rail car and track
dannage, loss of contents and
cleanup costs, a BNSF

spokesman said.
Chemical maker Celanese

A.G. of Kronberg im Taunus,
Germany, owned at least a
portion of the chemicals that
spilled, according to the sher-
iff's department. A U.S. repre-
sentative for the company did
not return calls.

The BNSF spokesman said
that Ce[anese owns five of the

cars that derailed but said

that BNSF policy prevents
him from disclosing who owns
the contents of the tanker

cars.

Two hundred workers from

various federal and local gov-
ernment agencies, the BNSF
and contractors that the rail-

road hired worked last week

to clean up the spill in searing
temperatures. The derailment
occurred in a rennote area,

forcing cleanup crews to build
a 1.5-mile road to the site.

The authorities' biggest con-
cern last week was a threat of

rain in the area. When ex-

posed to water. acetic anhy-
dride forms a volatile vapor
cloud that can move quickly, a
sheriff's department official
explained.

More than 200 people from
70 nearby homes were evacu-
ated early on Aug. 5 but were
allowed to return late the next

day.
No cause for the derailment

has been determined. But the

sheriff's department has ruled
out a collision with a vehicle

or aninnal, because only Uhe
middle portion of the train de-
railed.
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Lockton, Willis settle
dispute over defections

By SALLY ROBERTS

NEW YORK-Willis Group
Holdings Ltd. and Lockton Cos.
Inc. have settled their nearly
year-old legal battle involving
three key construction execu-
tives who left Willis to join
Lockton.

As part of the settlement
agreement, Lockton will pay
Willis an undisclosed amount

"in the millions" of dollars and

will be barred for one year from
hiring any of Willis' employees
nationwide, according to a
statement issued jointly by the
two brokers.

Willis last year sued Lockton
after Gary J. Giulietti, Warren
MeGrath and Richard Leveroni,
all former executives of the

northeast region of Willis Con-

struction Services Group, re-
signed from Willis' Farmington,
Conn., office and joined Lock-
ton in August.

Shortly thereafter, several
other Willis Construction Ser-

vices employees in Farmington
joined Kansas City, Mo.-based
Lockton, as did many of Willis'
former clients, according to
Willis' suit.

In its complaint, filed Aug. 29,
2000, in the U.S. District Court
for the Southern District of New

York, Willis of New York Inc.
charged that Messrs. Giulietti,
McGrath and Leveroni acted in

concert with Lockton and John

Lumelleau, Lockton's president,
"in a carefully orchestrated con-
spiracy to destroy the Farming-
ton office and divert business

throughout the Northeast Re-

gion, by the wholesale pirating
and theft of the Northeast Re-

gion's clients and employees."
Total costs of the defections,

according to Willis' complaint,
are expected to exceed $100
million.

At issue in the suit were em-

ployment contracts, which

Willis says restricted the three
executives from soliciting any of
the broker's clients and employ-
ees for two years after employ-
ment is terminated.

Within days of the executives'
resignations, nine other Willis
employees in the Farmington of-
fice joined Lockton, the com-
plaint states. In addition, it
notes that Willis received at

least 25 broker-of-record no-

tices from Willis clients notify-
See Settle on page 27

Insurers told to pay award
Judge rejects insurer arguments in crane collapse case

By DAVE LENCKUS

MILWAUKEE-Insurers must

cover the $94 million in punitive
damages awarded to the fami-
lies of three ironworkers killed

in a 1999 construction accident

at the Milwaukee Brewers' new

baseball stadium, a Milwaukee
County Circuit Court judge
ruled last week.

In an oral ruling from the
bench, Judge Dominic Amato
rejected several insurer cover-
age defenses, including a jury
finding of intentional wrongdo-
ing by the ironworkers' employ-
er.

The Miller Park construction

workers, who were employed by
New York-based Mitsubishi

Heavy Industries America Inc.,
were killed in July 1999 when a
crane collapsed while lifting a
450-ton piece of the stadium's
retractable roof. In December

PHOTO: AP/ WIDE WORLD

The July 1999 collapse of a crane and part of the roof at Milwaukee's
new Miller Park killed three ironworkers and led to a lawsuit.

2000, a jury found that Mit-
subishi had intentionally disre-
garded the ironworkers' rights.
It ordered the contractor to pay

the families of the ironworkers

$99.5 million in damages, of
which $94 million were punitive

See Collapse on page 27

Employee wins FMLA verdict
By ROBERTO CENICEROS

SAN FRANCISCO-Because

an employer never publicized its
method for calculating time off
taken under the Family and
Medical Leave Act, the calcula-
tion method most favorable to

employees must be applied, the
9th U.S. Circuit Court of Ap-
peals ruled last week.

The court's decision in

Bachelder vs. America West Air-

lines overturns a lower court's

finding that America West Air-
lines Inc. was justified in dis-
missing an employee for repeat-
edly missing work. The employ-
ee, Penny Bachelder, took five
weeks of medical leave in 1994 to

care for a broken toe and three

months of maternity leave in
1995. Those leaves were not dis-

puted under the FMLA, court
records show. But she was fired

in 1996 after missing work nu-
merous times that year despite a
warning to improve her atten-

dance.

Ms. Bachelder argued that the
1996 absences were protected
under the FMLA. America West,
however, maintained that those
absences were not covered by
FMLA, as she had already ex-
hausted her leave entitlement of

12 weeks within a 12-month pe-
riod. America West used a

"rolling" method to calculate
how much FMLA leave Ms.

Bachelder had taken. Under that

method, each time an employee
took a leave, the remaining enti-
tlement would be any balance of
the 12 weeks that had not been

used during the immediately
preceding 12 months. Because of
her three-month leave in 1995,
America West said, Ms.

Bachelder had exhausted her en-

titlement for the 12-month peri-
od.

Under the law, there are four
allowable methods for calculat-

ing the 12-month period during
which an FMLA leave applies.

The calculation method America

West used requires employers to
inform employees of that specific
approach. The airline did not do
so. Simply stating in an employ-
ee handbook that employees are
entitled to up to 12 weeks of un-
paid leave within any 12-month
period is not sufficient, the court
found.

Therefore, the calculation

method with the most beneficial

outcome for the employee must
determine whether Ms.

Bachelder's 1996 absences were

covered under the FMLA, the
appeals court ruled. When ap-
plying a calculation method
more favorable to employees, Ms.
Bachelder is protected by the
FMLA and America West violat-

ed that law. The case was re-

manded for further proceedings.

Penny Bachelder us. America
West Airlines Inc., 9th US. Cir-

cuit Court of Appeals; No. 99-
17458.



4 /August 13, 2001, Business insurance

Amendment would expand access to MSAs, AHPs
By MARK A. HOFMANN

WASHINGTON-Supporters of
an 11th-hour amendment to the

House of Representatives' version of
patient protection legislation de-
signed to expand access to coverage
are optimistic it will survive what
promises to be a bruising attempt to
mconcile the House and Senate bills

in conference.

Much of the debate over patient
protection in both chambers has fo-
cused on the extent to which liabili-

ty should be expanded for health
plans-and, in some cases, employ-
ers that sponsor them-with regard
to coverage disputes. The House bill
would expose plans to far less liabil-

R

ity than would the Senate bill.
In addition, under an amendment

offered by Ways and Means Com-
mittee Chairman Bill Thomas, R-
Calif., the House bill would increase
access to health care coverage via
both tax-favored medical savings
accounts and association health

plans. The House approved Rep.
Thomas' amendment before the fi-

nal vote on the measure on Aug. 2.
The House bill would make sever-

al changes related to MSAs, includ-
ing:

•Making MSAs a peImanent part
of the tax code; under current law,
no new MSAs can be established af-

ter Dec. 31, 2002.

• Repealing the current 750,000-

'lf I

person cap on participation in
MSAs, thus making the accounts
available to nearly everyone.

•Lowering minimum deductibles.
Deductibles would be reduced to

$1,000 from $1,550 for individual
plans, and to $2,000 from $3,100 for
family plans.

• Allowing both employer and
employee contributions to MSAs.
Current law permits either an em-
ployet· or employee, but not both, to
fund an MSA.

The House bill also would encour-

age the formation of association
health plans, which may operate na-
tionwide after meeting federal sol-
vency and other standards. Under
the measure, small businesses could

rc

band together within a trade associ-
ation to buy health insurance, and
the plans would be subject to federal
rather than state oversight.

Employergroups that support one
or both approaches think the
Thomas amendment will survive the

conference committee, given the po-
tential negative impact on access to
insurance that an expansion of
health plan liability could have.

"We supported that amendment.
We think it is important that some
steps be taken in a bill that will cost
many people their health coverage
to help make coverage more afford-
able," said Neil Trautwein, director-
employment policy for the National
Assn. of Manufacturers in Washing-

ton.

George Pantos, Washington coun-
sel for the Santa Ana, Calif.-based
Self-Insurance Institute of America,
which supports AHPs, noted that
this is the fourth time the House has

approved the plans, while the Sen-
ate never has. He remains optimistic
about the amendment's chances,
though.

"What makes it different this

year-and why I think the chances
are improved for passage-is that
President Bush and the admjnistra-

tion support association health
plans, which I think gives it a better
chance in conference," he said.

"This access addition to the bill by
the House is important to the Re-
publicans, and I think they will
make an effort to include it in any fi-
nal bill."

The Blue Cross & Blue Shield

Assn. hopes that doesn't happen.
"Our concern is creating a new

federally chartered health plan that
wouldn't have to abide by all of the
standards that exist at the state lev-

el," said Kris Haltmeyer, senior pol-
icy consultant for the Blues associa-
tion in Washington.

"The states have done an awfullot

in terms of reforming the small-
group market. An AHP does not
have to abide by those standards; it
can get out from under the state rat-
ing laws, get out from under state
benefit mandates, solvency regula-
tion and a whole host of other con-

sumer protections. Our concern is,
where you set up a system where
one part of the market has to abide
by all of those standards and anoth-
er part doesn't, you are setting in
motion a recipe for an adverse-se-
lection catastrophe," he said.

"We're stiH trying to read the tea
leaves, but in conference, I think it
will obviously be opposed by Dem-
ocrats and even some Republicans
who are concerned about pre-emp-
tion of state rights. They're sledding
uphill on this one," Mr. Haltmeyer.

Judging from the debate over the
amendment-Rep. Gerald Kleczka,
D-Wis., for example, has predicted
that an expansion of MSAs would
sound the "death knell of employer-
sponsored insurance"-MSAs also
might face a rough time. But sup-
porters mmain unfazed.

"I think that (MSAs) have a good
chance of surviving in some form,"
said Angie Hunter, director-federal
affairs for the Alexandria, Va.-based
Council for Affordable Health In-

surance. She dismissed some critics'

charges that MSAs favor the rich,
saying that the truly rich don't even
need health insurance. "The statis-

ties that we have on the uninsured

clearly show that they are not the
wealthiest and often not the healthi-

est. What is wrong with giving peo-
ple who do not have employer-pro-
vided coverage some form of tax eq-
uity?" she asked.

Brian MeManus, vp-federal af-
fairs for Lawrenceville, Ill.-based
Golden Rule Insurance Co.-which

has been one of the most vocal cor-

porate proponents of MSAs-called
them "the ultimate patients' bill of
rights, because you choose what
doctor you go to and what hospital."

"Since MSAs were approved in
1996, a third of all MSA buyers have
been previously uninsured, so it's
actually bringing people into the
health insurance system and making
health insurance affordable, which I

think is the goal of health care poli-
cy," he said. m
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Texas employers concerned about IPA troubles
By MICHAEL BRADFORD about the demise of IPAs be- under the supervision of the supervision by the Insurance seen disruptions in the care pro-

cause the groups often handle Texas Department of Insurance Department in July vided to workers because of

FORT WORTH, Texas-Texas administrative tasks for health Medical Select's sister organi- A spokesman for the Insur- those problems, Ms Fazen not-
employers are keeping an eye on care plans IPAs which typically zation, Medical Pathways Man- ance Department said other ed
the financial health of the arrange contracts between agement-Texas Inc of Fort Texas IPAs have declared Ms Fazen said there is con-
state's independent practice as- health plans and providers and Worth, also is under supervision bankruptcy or are operating un- cern, though, that if IPAs shut
sociations after several IPAs re- solicit members for the plans by Texas insurance regulators der supervision, but he was un- down, the managed care plans
cently ran into problems they represent Medical Select signed up about able to provide an exact count of they contract with will decide to

The latest such groups to ac- Medical Select Management in 1,700 doctors m the Dallas/Fort the troubled organizations discontinue services rather than

knowledge difficulties filed for Fort Worth declared bankruptcy Worth area to provide services Marianne Fazen, the executive take on the administrative
federal bankruptcy protection in late July, after it came to light through managed care plans director of the Dallas/Fort chores
last month while they reorga- that the IPA owes doctors ap- Aetna U S Healthcare and Paci- Worth Business Group on Ms Fazen said the IPAs seem
nize They are among an unde- proximately $40 million Earlier fiCare of Texas Medical Path- Health, said she is aware of at to be stricken with bad financial
termined number of IPAs that last month, Quantum Southwest ways was responsible for col- least one other IPA that was management "I don't think they
have made similar moves or Medical Management Inc , a San lecting fees from insurers and forced to reorganize due to fi- accurately estimated what their
been forced to operate under the Antonio-based IPA, also filed disbursing payments to pro- nancial problems costs might be," she said
supervision of state insurance for bankruptcy protection IPA viders Both were licensed as Employers are aware of the Texas Insurance Commission-
regulators, Management Associates In third-party administrators in difficulties IPAs are experienc- er Jose Montemayor said in a

Employers are concerned Houston continues to operate Texas and were placed under ing, but so far they have not statement that the Insurance
Department was not happy with
Medical Select's bankruptcy fil-
ing "We're surpnsed and disap-
pointed that MSM took this ac-

- l/- -
I/ tion after the Department

re-. , worked so diligently with them
We were on the cusp of finaliz-

V

.

-

ing a proposal for a global set-
0

tlement "

Aetna and Pac:ifiCare have
f'

f

' said they will continue to pay
/ for services while the IPA reor-

f ganizes.

f IPAs' financial problems
1 f prompted Texas legislators tof

j pass a law, which will take ef-
j

' f feet Sept 1, that establishes reg-
.

1 r f
1 ulations as to which functions

f

f f managed care plans may dele-
gate to IPAs.

1% "It seems like, for a lot of IPAs
1 ' }Ker that we run into, this formula of
4 .:- banding together Just hasn't

=

worked financially," said Stan
Y Strickland, the chief of the fi-

nancial counsel section at the
.

UUIKS.111 - o @mike %18® Ij@@f T Texas Department of Insurance
f

Mr Strickland said regulators
\ 1 have not been able to pinpoint a

7 f-
common cause for the IFAs'

: problems. "It's Just been a com-fl}Elit =ijiE@*1 *1{j©®%11}0 1118@ @*1®{ii@ L bination of a lot of things "

//

In the case of Medical Select,

/

the company acknowledged

@f 21 Ilikilifip)lils-t ixrimilit Igim#183 ipiEE,mihi[*'
4-l+-

-1.1,;:{ 1 I ff{ } 4 I *.2:: cash-flow problems after regu-
/1 >S Y lators raised concerns about

V
. - what they believed were inaccu-=. -,ill.il"" ''ir} '11 1-f:,I'jil"ll;1;.tE, 4. i' rate financial statements The

IL,?{1;3:1111" 'l I company's attorneys would not
answer quest:ions regarding the

1" f Y bankruptcy, but in a letter to
regulators they said older claims

'7* 4 i E:'
.>/ 4 had been paid with money in-

. 6

. tended for more current obliga-
,45 < tions, which led to shortages.
V ..0 Medical Select also said it may

tap professional liability insur-
13., ance policies if it lS found that

liE'-1 1.<4 , I
I' employees were responsible for

0:Y '' r>: the shortfall
f Mr Strickland said Medical

dyti' a. Select and Medical Pathways
4 I K have professional liability cov-

erage, written by an insurer that
he did not identify, for "mis-.

deeds or mishandling" of fi-
e nances In this case, though, "to

say there definitely is coverage
is premature," he said, because
the cause of the loss has not
been determined

Attorneys for Quantum
Southwest could not be reached

Employers, meanwhile, are
watching closely "Just because

Business / Personal / Marine / Surety / Risk Services s©AtlanticMutual they've gone bankrupt doesn't
mean they aren't doing busi-
ness," Ms Fazen said of Medical

1-877-482-6868 0 atlanticmutual.com Companies Select

140 Broadway NY, NY 10005 But Ms Fazen said she won-

Wben it counts® dered if additional IPA prob-
lems are on the horizon "There

are probably others that haven't
made the headlines "
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OPINIONS

Gun decision on target
W

E ARE RELIEVED that the California

Supreme Court has rejected an effort to
hold a gun manufacturer liable for the

harm caused by a killer's use of its product.
To have ruled otherwise would have greatly ex-

panded the liability of all manufacturers-even
those that make products not otherwise consid-
ered lethal-when these goods are used to harm
others. It also might have renewed efforts by pub-
lie and private entities to use the courts to get as-
sault weapons off our country's streets, when leg-
islative bodies are a more appropriate forums for
achieving such public policy goals.
The fact that this case involved assault

weapons-and that the lawsuit was promoted by
gun control proponents as a novel way to achieve
their aims-carries all sorts of legal and emotion-
al baggage. But at its heart, this lawsuit was
about an effort to shift responsibility for the
harm caused by the shooter to a manufacturer
whose product was legally made, sold and mar-
keted.

The case, Merrill us. Navegar Inc., involves as-
sault pistols used in a 1993 shooting rampage by
Gian Luigi Ferri, who killed eight people and
wounded six at a downtown San Francisco law

firm-and then killed himself. Survivors and

some families of the victims sued the gun manu-
facturer, Miami-based Navegar Inc., arguing, in
essence, that Navegar was negligent and should
be strictly liable because its products, the TEC-9
and TEC-DC9 semiautomatic assault pistols, were
abnormally dangerous. Unlike some guns, the
plaintiffs claimed, these assault pistols had no le-
gitimate sporting or self-defense purpose and
were disproportionately used to commit crimes.
As a result, the plaintiffs claimed, the guns' bene-
fit to the public was nonexistent and was, there-
fore, outweighed by their risk of harm.

In its defense, Navegar cited a section of the
California Civil Code that holds that "in a prod-
ucts liability action, no firearm or ammunition
shall be deemed defective in design on the basis
that the benefits of the product do not outweigh
the risk of injury posed by its potential to cause
serious injury, damage or death when dis-

Business
Insurance®

charged." The trial court granted Navegar's mo-
tion for summary judgment.

On appeal, the plaintiffs argued that provision
in the law had no bearing on their argument be-
cause they were alleging common law negligence,
not a product liability action. They also argued
that a more-recent California law, the Assault
Weapons Control Act of 1989, which bars the sale
of assault weapons in general and the TEC-9 in
particular, must supercede the product liability
safe harbor for gun makers. The appeals court
agreed and reversed the trial court decision, hold-
ing that the manufacturer could be sued.

The 5-1 majority on the state Supreme Court,
however, rejected the claim that the case was not
a product liability action. The majority concluded
that, under basic tort principles, an allegation
that a manufacturer was negligent for various
losses resulting from its products is a product lia-
bility claim. Furthermore, the majority found, the
plaintiffs' argument that the benefits of Navegar's
assault weapons did not outweigh their risks fits
precisely the definition of product liability ac-
tions that cannot be brought against gun makers.

As to whether the AWCA superseded the prod-
uct liability safe harbor, the majority held that
there is nothing in the law to suggest that was the
Legislature's intent, and that a "repeal by impli-
cation" would be inappropriate.

As a concurring opinion by Justice Joyce Ken-
nard stated: "Enacting statutes is within the
province of the Legislature. The task of the judi-
ciary is to interpret those statutes by ascertaining
and effectuating the Legislature's intent. It is not
for us to question the wisdom of the Legislature's
considered judgments."

Bl's ONUNE DISCUSM:•: 5 FORUM

Visit Business Insurance's Online Forum,
which offers unmoderated discussion areas for
readers to exchange ideas and information on
risk management, employee benefits and other
topics. BI's Online Forum can be found at:
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It's hard to argue with that. While we are re-
lieved that the court did not expand the liability
of manufacturers for legal products that are used
to harm others, we think it's equally important
that the justices recognized that using the courts
to achieve public policy goals is improper. Legis-
lating from the bench is a temptation many courts
cannot resist, particularly when the issue is one as
fraught with emotion as this California gun case.
Obviously, courts have a key role to play in inter-
preting laws and constitutional issues, but when
it comes to setting public policy, that is best left to
the legislative branch.

California is often the bellwether-for good or
bad-for the rest of the country in terms of law
and culture alike. This is one case in which we

hope that other courts follow the state's example
and restrict themselves to interpreting law, not
making it.
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SPOTUGHT

PROPERTY LOSS CONTROL
Global companies face

local property challenges
By RODD ZOLKOS

xporting a highly protected risk ap
proach to properties that U.S. com-
panies buy or build overseas calls
for melding the company's risk
management philosophy with local
requirements.

In the process, local expertise can be key to
discerning differences in the quality of avail-
able materials and the expertise of local
builders, as well as the local building codes,
which may vary significantly from codes in
the United States.

In the best case, the risk manager will be
armed with information to make cost-effec-

tive loss control decisions with regard to local
operations.

"It's hard for me to think any more in
terms of a North American company ora
French company, because so many of them
are global," said Mike Burke, vp and chief
engineer at Factory Mutual Insurance Co. in
Johnston, R.I., which does business as FM
GlobaL

Mr. Burke said he finds FM Global is ask-

ing its clients, "What are the hazards, what
are the threats to you, and what solutions are
we bringing to bing that threat down?"

"Obviously, knowing the territory is criti-
cal for any company that is looking to build
or acquire properties overseas," said Jack M.
Haas, international loss prevention leader at
Industrial Risk Insurers in Hartford, Conn., a
General Electric Co. unit that does business

as GE Global Asset Protection Services.

"I think one of the biggest challenges is to

Hig

just form sort of a worldwide approach and
achieve a consistency of protection," said
William F. Ramonas, chairman of Global
Risk Consultants Corp. in Iselin, N.J. "You've
got to blend in the protection requirements
you'd like to protect your own facilities with
the local codes."

Joel Gaither, property insurance and fire
protection manager for Weyerhaeuser Co.,
the Federal Way, Wash.-based supplier of
forest products, said his company's approach
is to apply the same safety standards to over-
seas facilities that it does to U.S. facilities.

"Our philosophy is that when anybody, in-
cluding senior management, goes to one of
these facilities, they should see a seamless op-
eration in terms of safety," Mr. Gaither said.
"To do that, what we do is export a copy of
our fire prevention and protection manual."

Using the guidelines set out in that manual,
said Gary A. Baxter, assistant treasurer and
director of insurance at Weyerhaeuser, "is
kind of the way that we protect our facilities,
both in terms of physical facilities...and also
the human element."

While Weyerhaeuser was long a strictly
North American company, it now has facili-
ties in China and Mexico, as well as in Aus-
tralia and New Zealand. The manual is

translated into locallanguages as needed.
"We expect that everyone in any of our 10-

cations adhere to it, regadless of where they
are," Mr. Baxter said.

Mr. Haas noted that one big challenge risk
managers face as their companies establish
foreign facilities is that the materials ap-

See Global on page 14

Loss control efforts

need support of CFOs
By ROBERTO CENICEROS

ighly protected risk msurers
often want to accompany
risk managers into the chief
financial officer's suite to

help sell the boss on proper-
ty loss control strategies.

Meeting with CFOs helps insurers
cement long-term client relationships,
while ensuring that loss control ef-
forts take into consideration all criti-

cal aspects of a company's business
plan, the insurers say.

But when HPR insurers, many of
which are direct writers, can't be

there to make the pitch personally,
they don't mind offering some tips to
help risk managers convince upper
management that property loss con-
trol projects are worth their expense.

When addressing the CFO, it's best
to discuss the business risks associat-

ed with a plant shutdown, said Dennis
Anderson, vp of operations engineer-
ing in Park Ridge, Ill., for Factory
Mutual Insurance Co., which does
business as FM Global.

Corporate leaders don't concern
themselves with the "nickel and

dime" costs of property protection
measures, Mr. Anderson said. For
them, the important developments are
those that might derail the company's
entire business plan or force them to

deliver bad news to shareholders.

Risk managers should emphasize
that loss prevention is an investment
rather than an expense and that it is
linked to the continuing operation of
the enterprise, said Mark A. Tschiegg,
vp of technical services for Industrial
Risk Insurers, a General Electric

Corp. unit in Hartford, Conn. That
includes pointing out any "weak link"
in the production process, he said.

"For a CFO, there are a lot of things
competing for the capital they allo-
cate," Mr. Tschiegg said. "If you look
at loss prevention as just an expense
that is passive and required to meet
regulatory compliance or those types
of issues, it diminishes its real value.

Its real value gets to what loss preven-
tion can do to keep the business run-
ning."

Getting the CFO's support for loss
prevention programs is crucial, said
Joseph Hardy, director of risk man-
agement and insurance for Hudson's
Bay Co„ a Toronto-based retailer with
500 stores and 14 massive distribution

centers throughout Canada.
Hudson's Bay Co. has a large self-

insured retention but relies on its in-

surer's property inspection services.
Mr. Hardy said he appreciates having
his property insurer, FM Global, join
him to make presentations to his boss.

See CFOS on page 17

h-tech tools aid testing of building materials
By JOANNE WOJCIK

hile testing building materials may not

Wseem as fascinating as producing special
effects for " Star Wars" films, some days
John Sanford's job at Underwriters Labo-
ratories Inc. is a lot like that of George Lu-
cas.

Whether it's simulating a fuel-fed fire on the deck of
an aircraft carrier or creating a 7.0-magnitude temblor
on an "earthquake machine," UL's engineers "try to
imagine all the foreseeable things that can happen," ex-
plained Mr. Sanford, a lead engineering associate at
UL's Northbrook, Ill., testing facility.

"Maybe NASA has more interesting things to do on a
daily basis," Mr. Sanford said, but, for the most part,
"all of the stuff that we're testing is cutting edge."

Indeed, engineers at building material testing labs are
always dreaming up new ways to simulate real-world
hazards.

Factory Mutual Research, for example, developed a
"hail cannon" that will become the industry standard
for testing how airborne balls of ice can damage roofing.

"We used to drop two sizes of steel balls" on roofing
materials, explained George Smith, manager of the ma-
terial section of Norwood, Mass.-based Factory Mutual
Research. FMR is a nonprofit affiliate of Factory Mutual
Insurance Co., which does business as FM Global.

But that test was "too conservative," Mr. Smith said,

because steel balls remain intact after impact, whereas
hail is brittle and tends to shatter.

Mr. Smith worked with engineers at FMR to develop a
more realistic test that would be ''closer to what Mother

Nature does to roofs," he said.

"We've taken something like an egg crate and made
ice balls," Mr. Smith explained. The simulated hail is
then launched from what he described as a "fancy sling-
shot."

The "slingshot" is actually a type of cannon that
shoots four different sizes of the manmade hail. The

projectiles are fired one at a time, though each roofing
sample is struck several times.

FMR's testing approach-using balls made of ice
rather than steel-will become the American Society for
Testing & Materials' new standard for testing the hail
resistance of roofing materials as early as next year, said
Pat Picariello, staff manager of ASTM's commercial
roofing industry committee. Most building materials
used in the United States are tested using standards set
by the West Conshohocken, Pa.-based ASTM.

"The ASTM is a police of the process," explained Mr.
Smith, who chaired the committee that steered the hail

test through the approval process.
Because FM Global is in the business of insuring high-

ly protected risks, "we expect a higher level of perfor-
mance than might be used in the marketplace," Mr.
Smith said. "Sometimes, we offer one of FMR's ap-
proval tests as a ccnsensus standard. They (ASTM) pre-
sent a forum for us to talk about standards develop-
ment."

Sometimes insurers use independent testing laborato-
ries to see how well building materials not covered by

DIRECTORY OF PROPERTY Loss CONTROL CONSULTANTS: PAGE 18
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PHOTO: FM GLOBAL

Factory Mutual Research's hail cannon is used to test
roofing materials.

tions, such as in a warehouse fire.

Industrial Risk Insurers, for example, contracted with
UL to assess the flammability of "stuck lumber" that is
stored in warehouses. Stuck lumber is newly cut lumber
that has been stacked and separated by wood spacers so
it can air-dry.

"There's no specific NFPA code for stuck lumber," ex-
plained Todd Schumann, a research consultant at In-

See TeStS on page 16

SPOTLIGHT EDITOR: RoBERTO CENICEROS
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aspirin and call me in the morning. /

009©(!D @869@Ii&11 8@70@GO Form a cross-functional task

force to evaluate whether an IDM program is right for your company.

Call our Integrated Disability Management Team at 888-322-4IDM.
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Global
Continued from page 10
proved for use in loss prevention
systems, such as sprinklers, vary
considerably in availability from
country to country. Local con-
struction and installation exper-
tise differs as well.

In less developed areas, Mr. Ra-
monas said, "you're not going to
get the particular expertise.
They'll put hundreds of sprinkler
heads on the same pipe."

"You really have to look at the
infrastructure in the area that

you're in," Mr. Burke said.
"Obviously, the European in-

frastructure is terrific," he said.

"As Asia sort of rapidly comes to

that level, they don't have the in-
frastructure to support where they
want to get."

"Where that really shows up is
in the fire prevention area," Mr.
Burke said. "Very often, the com-
pany that installs a sprinkler sys-
tem-it's the first one they've ever
installed. Very often, the results
are scary."

In such situations, localloss con-

trol engineers must be involved
during construction and installa-
tion, 24 hours a day if necessary. In
addition, costs may be higher, Mr.
Burke said, because the contractor

basically is learning on the job.
But the added cost of those pro-
jects, he added, can be viewed as
an investment in future work. "I

think what (companies) need to be

EXPERT VISION

doing, in effect, is grooming the
contractors they want to use in
Asia."

And, noted Jean-Francois

Spoiden, an account consultant in
the Frankfurt, Germany, office of
GE Global Asset Protection Ser-

vices, " 'developed country' does-
n't necessarily mean it's a piece of
cake." Even in many developed
countries, standards might not be
fully in keeping with the risk man-
agement standards of the U.S.
company that is building there.

"In more developed countries,
like in Western Europe, the ways
materials are listed are quite simi-
lar but, nevertheless, different
from the way American products
are listed," Mr. Spoiden said. So,
local loss prevention expertise is

critical, he said.

"The products that you would
typically use if you were doing this
in Chicago or Nebraska aren't
there," Mr. Burke said, and even if
they are available, vendors may
not provide the same level of ser-
vice as they do in the United
States. "So the next challenge," he
said, "is, how do you select materi-
als and equipment that do meet
those needs?"

Mr. Haas noted that a company
considering purchasing a property
could have local loss control engi-
neers conduct a loss prevention re-
view up front. And if the company
is building a new facility overseas,
making periodic site visits during
construction could ensure that

work is done properly.

Risk. Many times it's hard to see. It takes an expert to see it, understand it, and make sure youre protected.
At Acordia, that's what we do every day for thousands ofclients across North America. We know your local area.
We're trained in your business. And we're trained in our business to help you manage risk mOSI effectively. So
that what you get is the best local support possible, supported by the resources of the HLA Global network.

Visit our web site at www.acordia.com. We can help you minimize your risk. And maximize your potential. (2§1zordia.

 A Wells Fargo Company And Member Of The HLA Global Network www.acordia.com

America's Local

Insurance Broker

In either case, observers note, it

is vital to work with local engi-
neers who can accurately compare
the materials and equipment at the
site to those with which the U.S.

firms are accustomed to working.
There are "a lot of traps a com-

pany can step in" if it doesn't have
the benefit of local expertise, Mr.
Spoi(len said.

"In emerging countries, it's a bit
more difficult to get reliable
equipment," he noted. In those
cases, it is important to review the
manufacturing processes and en-
sure that the materials being con-
sidered are equivalent to those
used in U.S. properties.

"We do what we can, but we will

not sacrifice quality or reliability,"
Mr. Spoiden said.

Mr. Gaither said that, for Wey-
erhaeuser, FM Global serves as the

company's "eyes and ears" in
terms of HPR and loss prevention
at its overseas sites. "They know
the local codes better than we do,

but they also know HPR and they
know what Weyerhaeuser's proce-
dures are," he said.

In Asia, 'very often,

the company that
installs a sprinkler

srstem-it's the first
one they've ever in-
stalled.'

Mike Burke
FM Global

And the loss control process
doesn't end after the construction

or purchase of an overseas facility.
Conditions and processes change,
Mr. Ramonas noted, so he advises

risk managers to "use some vehicle
to go out to do periodic audits" to
make sure facilities continue to

meet the standards.

"Even language barriers come
into play, where things get lost in
translation," he said. "So it's good
to have an audit, whether it's an-

nual or every two years."
And it's important that those au-

dits be consistent from facility to
facility. "That way, you can really
do a comparison," Mr. Ramonas
said.

In applying an HPR approach to
overseas facilities, risk managers
must accept that, while the task
can be accomplished, "the process
is slower. There isn't the off-the-

shelf solution very often," Mr.
Burke said.

In addition, Weyerhaeuser's Mr.
Gaither said, "You need to know
where to draw the line between

practicality and trying to get the
No. 1, Cadillac kind of equip-
ment."

And, given the challenge of im-
plementing consistent loss preven-
tion measures from country to
country, Mr. Burke suggested the
real issue is determining how a
company can best spend its time
and resources. For example, he
said, a big question might be
where the supply chain or business
continuity is threatened.

Ultimately, as a company looks
to expand overseas, Mr. Burke
said, "the absolute necessity for a
risk manager is to really figure out
where the threats are" m
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Discover Safety'NetsM, state-of4he-art Internet liability coverage. The minute your customers begin
disseminating information over the Internet, they create a whole new set of exposures not always
covered by traditional liability insurance - like copyright infringement, defamation and invasion of privacy.
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Continued f'rom page 10
dustrial Risk Insurers in Chicago,
a member of General Electric

Co.'s commercial insurance divi-

sion, referring to safety standards
promulgated by the Quincy,
Mass.-based National Fire Pro-

tection Assn.

" NFPA codes break products
down into product classes," such
as metal, wood or plastics, ex-
plained Ken Linder, assistant vp
of technical services at IRI in

Hartford, Conn. "So we must
look at the commodity and make
judgments as to which class they
fall into."

"Stuck lumber starts out as

green wood. If you put green
wood in a fireplace, it doesn't
burn well. So does that mean

green lumber is in the low
(NFPA) class?" he said.

After a test burn was conducted

in UL's state-of-the-art fire test

lab, IRI discovered that just the
opposite was true. "We found out
that stuck lumber burned like

idle wood pallets," Mr. Schu-
mann said.

In addition to providing testing
services to its industrial policy-
holders, IRI also offers such ser-
vices on an unbundled basis to its

consulting clients through GE
Global Asset Protection Services.

But because IRI doesn't have its

own testing facilities, it contracts
with Underwriters Laboratories.

"A client may be developing a
new product, something ditferent
than they usually make. They
need to know how well it will

perform in a fire hazard," Mr.
Linder explained.

While UL conducts full-scale

fire tests for IRI in a 100-foot-by-
100-foot lab, its competitor, FMR,
has developed a small-scale fire
test using a kind of test tube.
FMR's "flammability apparatus,"
is a clear, Pyrex tube only eight
inches in diameter, filled with
oxygen.

"Before, we had to do a full-
scale test," Mr. Smith said. But
now, "we ignite the sample and
then measure the products of the
combustion. It makes the product
think it's in a fire, even though
it's in a tube."

In addition to hail and fire,
building material testing labs
also study other risks, such as
strength and durability. In some
cases, such tests involve materi-

als' ability to withstand earth-
quake damage.

Oakland, Calif.-based EQE In-
ternational Inc., which was re-

cently acquired by the Houston-
based American Bureau of Ship-
ping, uses "shake tables" to de-
termine the structural integrity of
buildings in earthquake-prone
areas. Shake tables, located at
several universities, use hydraulic
machinery to simulate the move-
ments that occur durmg an earth-
quake.

Models of structures built using
new construction techniques are

put on the shake tables to see how
well they hold up under various
scenarios, explained Craig Cole,
Northern California regional
manager at ABS Consulting's
EQE Structural Engineering divi-
sion.

"The shake tables can be made

to simulate past earthquakes or
to take the same motions and am-
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Tests «1 Fplify them two or three times to
see what would happen if a big-
ger quake hit the same area," he
said.

Structural dampers and base-
isolation systems, both of which
are now commonly used in new
construction in earthquake-prone
areas, were tested on shake ta-
bles, said Mr. Cole.

"The manufacturers did the

testing to persuade engineens and
contractors to use their prod-
ucts," he said.

Some material testing labs,
such as Highland Park, Ill.-based
Universal Construction Testing
Ltd., use technology similar to
tools used in the field of medicine.

When inserted into the wall of a

building, a device known as a

PHOTO: FM GLOBA_

FMR's'llammability apparatus' em
ables fire testing on a small scale.

3*r3-/

"borescope" makes a 360-degree
observation of the condition of

structural components. The test,
which UCT is conducting on a
high-rise building in downtown
Chicago, is similar to a

colonoscopy, said Boris Dragun-
sky, principal.

Another test, called "impact
echo," works like a medical ultra-
sound, sending sound waves
through a structure to determine
whether it has any weaknesses,
Mr. Dragunsky explained.

But even with the advent of

such high-tech gadgetry, some-
times the best tests are done the

old-fashioned way, many build-
ing material testing engineers
agree.

For example, York, Pa.-based

Architectural Testing Inc.

launches two-by-fours from an
air cannon to see how well struc-

tures withstand flying debris
from hurricanes, a company
spokesman said.

At FMR, "we spent most of an
entire summer breaking win-
dows," recounted Mr. Smith. "We
need to know what a Marriott or

a Hyatt might want if they build
a hotel on the coast."

While it might seem a bit eso-
teric at first, most building mate-
rial testing is based on common
sense, said UL's Mr. Sanford.

"We're really putting these
samples through hell, unimagin-
able hell, because it has the po-
tential of happening in the real
world," he said.
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CFOs
Continued from page 10
That way, he said, the CFO can
question the insurer directly and
gain a clearer understanding of
what is at stake.

"It's an easier sell for us," Mr.
Hardy said. When the insurer's
representatives are speaking di-
rectly to the CFO, "we are comfort-
able. We are talking underwriting;
we are talking claims. We are talk-
ing to the person who is going to
cut the check."

But while gaining the support of
the CFO may be important, win-
ning over facility managers may be
even more crucial, risk managers
say. Selling the managers at that

levelis part of his strategy for even-
tually selling the CFO, Mr. Hardy
said. The facility managers, with
support and training from the risk
management department, ulti-
mately enforce loss control efforts
at their sites. If they keep losses in
check, it is easier to get the CFO's
respect and backing for all risk
management loss control efforts,
Mr. Hardy said.

With fewer losses at the plant
sites, the corporation can self-in-
sure greater risk and depend less
on insurance markets. Then the

risk manager can demonstrate to
the CFO that loss prevention
means fewer dollars spent on pre-
miums.

So Mr. Hardy advises that a risk
manager have a good risk manage-

ment program in place before ap-
proaching the CFO. "Risk financ-
ing looks after itself when you
manage your losses," he said. "No
question about it. It can sell itself
once you get it embedded, but you
have to get it in there first."

To sell facility managers on risk
management, Mr. Hardy said, don't
focus so nnuch on the negatives,
such as past losses. A negative ap-
proach makes it harder to get their
attention, and itt's too late to reme-

dy past losses.
Instead, Mr. Hardy said he wins

the attention of facility managers
by focusing on maximum foresee-
able losses and probable maximum
losses. Then, he said, he explains
how the facility managers can do a
little at a time, bit by bit, to make

Years ago, to break into a company's computer system,

you had to break into their building.

WITH THE EVOLUTION OF TECHNOLOGY COMES THE EVOLUTION OF RISK.

eConomy from FM Global helps you understand how

network computing systems impact your exposures and helps identify ways to

minimize potential loss. By working with leading technology companies,

we've evolved beyond the traditional solutions. From network

security to data protection, we can help your business evolve with technology.

To find out more, log on to fmglobal.com.

Protecting the value business creates.

their facilities as safe as possible.
Gary Baxter, assistant treasurer

and director of insurance at Weyer-
haeuser Co., a forest products sup-
plier based in Federal Way, Wash.,
agrees that selling the plant man-
agers who are responsible for oper-
ations at their sites on loss control

can be even more important than
convincing upper management.

Even though Weyerhaeuser's
CFO works closely with Mr. Bax-
ter, the two must convince other

members of upper management of
the value of loss control.

To do so, Mr. Baxter's staff close-

ly tracks how frequently the loss
prevention inspection companies
that Weyerhaeuser uses meet with
the plant managers.

"Any deficiencies they come up

Business insurance August 13. 2001 /17

with, the manager is the one who
can make things happen. And he
has to get the message directly,"
Mr. Baxter said. "If you pass the
message on to someone else, it may
not get the attention."

That's why Allianz Risk Consul-
tants usually works through the
risk manager but emphasizes
reaching plant managers rather
than the CFO, said Robert Hall, vp
for the Burbank, Calif.-based con-

sulting finn.
"If you don't have management

support at the facility, you proba-
bly are not going to get the job
done," Mr. Hall said.

Unless the plant manager thinks
certain precautions are justified,
the CFO probably is not going to
back implementation anyway, Mr.

dividual plant managers at large
corporations often have the au-
thority to spend significant sums
on loss control measures, and CFOs

typically are not loss prevention
experts.

'Ifyou don't have

management

support at the

facility you probablr
are not going to get

the job done.'

Robert Hall
Allianz Risk

Consuitants

"Budgeting $50,000 for a sprin-
kler system in a warehouse is not
going to need the CP'0's approval,"
Mr. Hall said. "It's going to get
handled at the plant level."

But the pervasiveness of global
competition and a trend toward
greater dependence on fewer sup-
pliers mean companies now are
more at risk for potential disrup-
tions in business continuity, IRI's
Mr. Tschiegg said. Thatt means it is
now more important for CFOs to
understand and address potential
property loss control concerns at
every point in a company's opera-
tions that might affect business
continuity.

Both Mr. Tschiegg and Mr. An-
derson say that one way for a risk
manager to get the boss to consider
such concerns is to cite well-known

examples of losses that have de-
railed the plans of other businesses.

One such incident, they say, was
a March 17, 2000, fire that stopped
production at a Royal Philips Elec-
tronics semiconductor plant in Al-
buquerque, N.M. The 10-minute
blaze is now legendary in loss pre-
vention circles because of the fi-

nancial damage done to Swedish
mobile telephone manufacturer
Ericsson Telecom A.B.

According to published reports,
the plant was the sole supplier of a
specialized type of semiconductors
to Ericsson, which lost hundreds of
millions of dollars in sales and saw

its share price tumble, while a rival
company took advantage to pull
ahead. The blaze caused Ericsson

to file a massive business interrup-
tion claim (BI, Oct. 9,2000).

business continuity and anticipat-
ing the kind of losses that can oc-
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Bl's directory of property loss control consultants
A - 2000 revenues Cannon Cochran Management Contact Paul Osuch, vp, posuch@yesin- Specialties attorneys, engineering firms,

Total gross revenues $830,000 Services Inc. sure com municipalities
Unbundled propetty loss control/

2 E Main St,
Regions served nationwide

Allianz Risk Consultants engineenng 25% Officers Mark Bromann, president, Philip
3400 Riverside Drive, Unbundled property loss revenues $207,500 Danville, 111 61832, E - O'Bromowicz, vp, Jeannine Nilo, marketing
Burbank, Calif 91505-4691, Loss control services began 1985 800-252-5059, fax 217-443-0927 manager

818-972-8389, fax 818-972-8006 Staff total, 15, professionals, 11 www ccmsi com Contact Mark Bromann markbro@owc net

Clients' total, 30, unbundled, 30 2000 revenues ECS Risk Control Inc.
www arc-allianz com

Regions served nationwide Total gross revenues $25,000,000
2000 revenues 600 Eagleview Blvd,
Total gross revenues $3,500,000 Branch offices Los Angeles, San Francisco, Unbundled property loss control/

engineenng 1% Exton, Pa 19341,
Washington, Atlanta, Chicago, Eugene, Ore,

G -
Unbundled propedy loss control/ 800-858-0853, fax 610-458-7285
engineenng 70% Seattle

Unbundled prooedy loss revenues $200,000
Loss control services began 1978 www ecsinc com

Unbundled propedy loss revenues $2,450,000 Officers Harry P Mintanian, president, R Gage-Babcock &
Staff total, 300, professionals 25 2000 revenues

Parent. Allianz Insurance Co Brian Cassidy, executive vp/COO, Gwen Alexan-
Clients. total, 4,000, unbundled, 10 Total gross revenues $15,000,000 Associates Inc.

Staff. total, 20, professionals, 17 der, vp
Specialties construction, municipalities, Unbundled property loss controV 5175 Parkstone Drive, Suite 130,

Clients total, 100, unbundled, 70 Contact Harry P Miniantan engineenng 5% Chantilly, Va 20151-3816,trucking
Regions served international Regions served· Illinois, Indiana, Iowa,

Unbundled property loss revenues $750,000 703-263-7110, fax 703-263-1549
Branch offices· Atlanta, Chicago, New York Parent XL Capital Ltd

Officers. Wolfgang Schlink, president/CEO, C - Kansas, Missoun
Staff total, 92, professionals, 5

www gagebabcock com
Branch offices Oak Brook, 111, Des Moines, 2000 revenues

Paul Kadul, CFO, Bob Hall, vp Clients: total, 2,000, unbundled, 20
Iowa, Overland Park, Kan , St Louis Total gross revenues $8,200,000

Contact Bob Hall, rhalll@arc-allianzcom Spemalties: chemical, industnal, commer- Unbundled property loss control/CP Commercial Specialists Officers G Bryan Thomas, presidenUCEO,
Rodney Golden, COO, John E Kluth 11, CFO

cial and environmental facilities, transportation englneering 20%

Allrisk Engineering Inc. 11880 College Blvd , Suite 400, Contact info@ccms, com
Regions served international Unbundled property loss revenues $1,640,000

190928thSt SE,
Overland Park, Kan 66210, Branch ollices· Los Angeles, Sacramento Loss control services began 1952
913-451-3222, fax 913-451-3285 and San Francisco, Calif, Hartford, Conn, Or-

Auburn, Wash 98002, Stall total, 75, professionals, 50
Commerce National Riskwww cpspecialists com lando and Tampa, Fla, Atlanta, Chicago, Clients: total, 66, unbundled, 66

253-735-0554, fax 253-735-3008
2000 revenues Control Services Boston, Toledo, Ohio, Exton, Pa, Houston, Regions served: nationwide, Africa, Aus-

www allnskengineering com Total gross revenues $600,000,000* 17000 Honzon Way, P 0 Bcx 1567,
Seattle and Vancouver, Wash tralia, Canada, China, Indonesia, Japan,2000 revenues

Unbundled propedy loss control/ Ollicers William Kronenberg, presidentl Malaysia, New Zealand, Singapore, SouthTotal gross revenues $500,000
engineenng 27% Mount Laurel, N J 08054,

CEO, James F Splain, senior vp
Unbundled property loss control/ 856-470-5167, fax 856470-5174 America, South Korea, Sn Lanka, Taiwan, Thai-

Unbundled propedy loss revenues $16,000,000 Contact' James F Splain, splainj@ land
engineenng 100%

Loss control services began 1951 www commerceonline com

Unbundled propetty loss revenues $500,000
ecsinc com Branch offices: La Palma and Walnut Creek,

Parent ChoicePoint Inc 2000 revenues
Loss control services began 1999 Calif, Norcross, Ga, Oak Brook, 111, Armonk,

Staff total, 1,150, professionals, 400 Total gross revenues $1,900,000
Stafl total, 3, professionals, 3 ESIS Inc. NY

Clients total, 350, unbundled, 350 Unbundled property loss control/
Clients. total, 4, unbundled, 4 engineenng 25% 1601 Chestnut St , Officers: Thomas W Jaeger, president,

Regions served· nationwide, Puerto Rico, Mario A Antonetti, secretary/treasurer, Dou-Specialties chemical, energy, pulp and paper Canbbean Unbundled propelly loss revenues $475,000 Philadelphia, Pa 19101,
Regions served international Loss control sennces begaw 1988 215-640-1362, fax 215-640-5084 glas J Rollman, vp-business development

Branch omces 20 cities nationwide
Branch ottices: Cincinnati, Dallas Parent. Commerce National Insurance Ser- www e.sIS com

Contact Douglas J Rollman
Officers: Dan Rocco,CEO, M,ke Madden, vp-

Contact Jesse Wilson, president, operations, Robert Wickizer, vp-business de-
vices Inc 2000 revenues

iwilson@allnskengineenng com Stall· total, 20, professionals, 10 Total gross revenues $200,000,000* Gallagher Bassettvelopment
Clients: total, 361, unbundled, 361 Unbundled property loss controV Services Inc.

Applied Risk Control Corp. Contact: Mark Turrentine, director-business
development, 913-663-8514, mark turren- Regions served Delaware, New Jersey, New engineenng 5%

The Gallagher Centre, 2 Pierce Place,
15 N Mill St, york, Pennsylvania Unbundled propery loss revenues $10,000,000

tine@choicepointinc com, Pat Steece, national Itasca, 111 60143-3141,
Nyack, N Y 10960, survey manager, 913-663-8528, pat steece@ Officers George E Norcross Ill, chairman, loss control services began: 1953

630-773-3800, fax 630-285-4005
845-365-2444, fax 845-365-2478 Edward Kiessling, pres,dent, Daniel Mc- Parent ACE USA

choicepointinc com
Cutcheon, senior vp Staff' total, 1,650, professionals, 80 www gallagherbassett com

www appllednskcontrol com *Gross revenuesare for ChoicePoint Inc
Clients' total, 300, unbundled, 100

2000 revenues

Total gross revenues $204,000,000
Specialties. manufactunng, petroleum, retail
Regions served: international

Unbundled properly loss control/
engineenng 5%

Branch otlices: Los Angeles, San Francisco, Unbundled property loss revenues $10,200,000
Atlanta, Chicago, Boston, New York, Dallas, Loss control services hegan 1962
Houston

Parent Arthur J Gallagher & Co
Omcers Chns Barnes, president, Gene Fazzi, Stall total, 64, professionals, 52

Clients total, 451, unbundled, 55411 tary
Specialties: commercial, municipal, reh-

Contact John Ingram, vp, lohn Ingram@
® glous

 ems com Regions servedintemational

CFO, Mark Cafaro, senior vp/corporate secre-

*Estimated
Branch offices· Los Angeles, Denver; Miami,

Atlanta, Boston, St Louis, Fort Worth, Texas,

Arthur J. Gallagher & Co. F - Melbourne, Sydney and Victoria, Australia
ON,cers: Rich McKenna, president, Emil

proudly announces the acquisition of Houston-based Bravo, Joe Slifka, executive vps

Fagel Safety Services Contact. Joe Slifka, 630-285-3575, joe_slif-
ka@gbtpa com

The Galtney Group, Inc./Healthcare Insurance Services, Inc. P 0 Box 209,
North Aurora, 111 60542-0209, GE Global Asset

1

Date: May 31, 2001
800-381-5040, fax 630-907-2021

2000 revenues
Protection Services

Total gross revenues $125,000 85 Woodland St,

Arthur J. Gallagher & Co. Unbundled properly loss control/ Hartford, Conn 06102,
engineenng 100% 860-520-7498, fax 860-543-7874

International Corporate Headquarters Unbundled property loss revenues $125,000
www gegapservices com

Loss control services began: 1980 2000 revenues
The Gallagher Centre, Two Pierce Place, Itasca IL 60143-3141 Statl total, 15, professionals, 1 5 Total gross revenues $36,000,000

Clients total, 15, unbundled, 15L Phone: 630.773.3800, Fax: 630.285.4000, www.ag.com Unbundled propedy loss control/
Specialties: food processing, government, engineering 95%

public safety Unbundled property loss revenues $35,000,000
Regions served. nationwide Loss control services began 1996
Contact· Michael J Fagel, pnncipal Parent. General Electric Co

Staff. total, 250, professionals, 200
FIREPRO Inc. Clients total, 1,000

100 Bum Road, Specialties health care, manufacturing, util-
.. UltimateAdvisor Ities

Andover, Mass 01810-5920,
781-270-5200, fax 781-229-2922

Regions served International
Officers' Dan R Eudy, president, JohnNew Identity Theft Services from ARAG® 2000 revenues

Paulectch, CFO, Mark A Tsch,egg, vp
Group gives employees telephone access to Total gross revenues $1,200,000

Unbundled propetty loss control/ Contact Mary Jane Frascino, marketing di-

5* Identity theft specialists offering prevention engineenng 50% rector, 860-520-7498, maryjane frascino@
*fr

tips, liability counseling, theft reporting Unbundled property loss revenues $600,000 gegapservices com
ni

loss control services began 1970
assistance and attorney referral It's all part of Staff. total, 13, professionals, 6 Global Risk Consultants Corp.
Ult,mateAdvisor.™ a package of services that Specialties health care, properly management, 99 Wood Ave S,

colleges and universities_a= offers access to legal, financial planning and Iselin, N J 08830,
4,0 Regions served international

tax services For information about our Contact Lee C DeVito, president 732-635-4400, fax 732-635-1648

www globalnskconsultants com, complete line of innovative products, visit
i ' -- - i 2000 revenues

. Flex Design Engineeringwww araggroup com/b, Total gross revenues $24,445,000
P 0 Box 14, Unbundled propedy loss control/
Wheaton, 111 60189, engineenng 100%

Y 630-690-4200, fax 630-690-3966 Unbundled property loss revenues $24,445,000

www flexfire com Loss control services began 1958
Parent GRC MERLIN Holdings Inc

-/

2000 revenues

Total gross revenues $200,000 Staff. total, 218, professionals, 132
L Unbundled property loss control/ Clients total, 750, unbundled, 750

engineering 100% Specialties. agnculture, energy, mining
. .. . simpti,¥ing a comoticatea wor,r Unbundled property loss revenues $200,000 Regions served international

800-888-4184 Loss control services began. 1986 Branch ofilces 20 offices nationwide, Mel-

wwwaraggroup com/bi Stall: total, 5, professionals, 4 bourne, Australia, Sao Paulo, Brazil, Waterloo,
Clients. total, 75, unbundled, 75

Continued on next page



Ontario; Weybridge, England; Paris; Offenbach,
Germany; Kuala Lumpur, Malaysia.

Officers: William F. Ramonas, chairman/
DEO; Glenn H. Giles, president; Gennaro Di-
Mauro, CFO

Contact: Glenn H. Giles; 732-635-4402;
]Ienn.giles@globalriskconsultants.com.

H -

HSB Professional

Loss Control

1 State St., P.O. Box 5024,
Hartford, Conn. 06102-5024;
860-722-5621; fax: 860-722-5530
www.hsbplc.com

2000 revenues

Total gross revenues.............. .$5,700,000
Unbundled property loss controV
engineering ..........................44%

Unbundled proper loss revenues . $2,500,000
Loss control services began: 1976.
Parent: HSB Group Inc.
Stati: total, 53; professionals, 36.

Directory
terms explained
The Business Insurance d\-

rectory of property loss con-
trol consultants and engi-
neers lists companies that
provide loss control services
on a direct, unbundled basis.

Consultants that provide loss
control assistance only in
conjunction with other ser-
vices, such as brokering in-
surance, are not listed.

Each listing begins with the
company's name, address,
telephone number and fax
number. Information on 2000

gross revenues, as well as
the percentage of revenues
derived from unbundled loss

control consulting, is provid-
ed next.

The year loss control ser-
vices began and parent
company, if any, are listed
next. Information on staff at

year-end 2000, including the
number of professionals as-
signed to loss control consult-
ing and engineering services,
is also provided. Also listed
are the number of property
loss control clients and the

number of unbundled clients.

If a company specializes in
consulting to particular types
of business or industry, those
specialties are noted. Listed
next are the regions served,
as well as the locations of

branch offices that provide
property loss control ser-
vices. Names and titles of

principal officers follow, and
each listing concludes with a
contact person for readers
who want additional informa-

tion.

8/ publishes the directory
as an editorial service; there
is no charge to be included.
Listings are based on each
company's response to a
questionnaire. Although ev-
ery effort is made to provide
complete and accurate infor-
mation, 8/ is unable to verify
all information received.

If your company generates
$100,000 from unbundled
property loss control consult-
ing/engineering but was not
listed in the directory, please
contact Directory Editor
Kevin Edison, at 312-649-
5279.

Clients: total, 17; unbundled, 16.
Specialties: fossil, hydro and nuclear power

plants; telecommuncations.
Regions served: international.
Branch offices: Basking-Ridge, N.J.; Kings-

ton, Tenn.; Houston; Seoul, South Korea.
Officers: Michael E. Mowrer, executive vp;

Wayne D. Holmes, vp-business development;
Don Drewry, vp-inspection services.

Contact: Wayne D. Holmes; wayne_holmes
@hsb.com.

Hartford Steam Boiler

Inspection & Insurance Co.
1 State St.,
Hartford, Conn. 06102;
860-722-5074; fax: 860-722-5530
www.hsb.com

2000 revenues

Total gross revenues ............. .$1,200,000
Unbundled properly loss control/
engineering .........................100%

Unbundled property loss revenues . . .$1,200,000
Loss control services began: 1997.
Parent: HSB Group Inc.
Stall: total, 387; professionals, 367.

Clients: total, 4; unbundled, 5.
Regions served: nationwide.
Branch offices: Concord, Calif.; Atlanta;

Lisle, 111.; Basking Ridge, N.J.
OHicers: Maurice Darbyshire, chief engineer-

ing officer; James Hoff, vp-loss control; Donald
Young, assistant vp- loss control.

Contact: Donald Young, donald_young@
hsb.com.

M -
Marsh Inc.

1166 Ave. of the Americas,
New York, N.Y. 10036;
212-345-6000; fax: 212-345-5195
www. marsh.com

2000 revenues

Total gross revenues .......... .$4,800,000,000
Unbundled property loss control/
engineering ...........................1.8%

Unbundled property loss revenues. .$85,000,000
Loss control services began: 1871.
Parent: Marsh & McLennan Cos. Inc.

Staff: total, 35,000; professionals, 459.
Clients: total, 2,000; unbundled, 2,000.

Specialties: energy and chemical; manufac-
turing; technology and telecommuncations.

Regions served: international.
Branch offices: 34 offices nationwide; 33 in-

ternational branches.

Oflicers: Donald Birdsong, managing direc-
todconsulting business leader; Glenn Buser,
managing director/operations and asset con-
sulting business leader; Robert Smith, senior
vp/property risk control practice leader.

Contact: Glenn Buser; 212-345-6053;
glenn.d.buser@marsh.com.

Matrix Risk Consultants Inc.

3130 S. Tech Blvd.,

Miamisburg, Ohio 45342;
937-886-0000; fax: 937-432-2099
www.matrixrc.com

2000 revenues

Total gross revenues ..........:. . .$2,887,000
Unbundled propedy loss control/
engineering ..........................100%

Unbundled properu loss revenues ...$2,887,000
Loss control services began: 1972.
Staff: total, 20; professionals, 15.
Clients: total, 21; unbundled, 21.

Client: KNOUSE FOODS COOPERATIVE, INC.

Makers of Lucky Leaf, Musselman's, Apple Time, et al

PMA® and the PMA logo are registered trademarks of Pennsylvania
Manufacturers Association Insurance Company PMA and The PMA
Insurance Group are used to signify Pennsylvania Manufacturers
Association Insurance Company and its ami,ated entmes authonzed
to provide insurance and related services
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Regions served: international.
Branch offices: Atlanta; Paris.
Officers: Walter P. Luker, president; Larry D.

Jones, senior vp-engineering; Alan J. Rodeck,
vp-marketing.

Contact: matrix@matrixrc.com.

Donald Mayo-Fire Protection
Consultant Inc.

150 Grove Circle,
Pleasant Hill, Calif. 94523;
925-933-6299; fax: 925-933-6288

2000 revenues

Total gross revenues.        $900,000
Unbundled properly loss control/
engineering ..........................100%

Unbundled properly loss revenues .,.. ,$900,000
Loss control services began: 1987
Staft: total, 2; professionals, 1.
Clients: total, 4; unbundled, 4.
Specialties: retail and distribution/ware-

house operations.
Regions served: international.
Officers: Donald Mayo, president; Linda

Mayo, CEO.
Continued on next page

PMA Senior Risk Control Consultant

JOE ARMSTRONG
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Parent Kemper Insurance Cos Loss control services began. 1986 20(It} revenues Stogniew & Associates
Staff: total, 263, professionals, 94 Parent: Wisenberg Insurance & Risk Man- Total gross revenues $500,000*

Meadowbrook Insurance 12225 28th St N ,
Clients. total, 2,800, unbundled, 20 agement Unbundled proper loss control/

Group Inc.
St Petersburg, Fla 33716,

Regions served. international Stalf total, 55, professionals, 3 engineenng 30%
727-572-7400, fax 727-572-8997

26600 Telegraph Road, Branch offices San Francisco, Atlanta, Clients' total, 60, unbunded, 50 Unbundled property loss control/engineering rev-

Southfield, Mich 48034, Chicago, Boston, Berkeley Heights, NJ, Cleve- Specialties hospitality, manufacturing, enues $150,000
2000 revenues

Total gross revenues $600,000

800-482-2726, fax 248-358-1614 land, Philadelphia, Dallas, Seattle, Toronto warehousing and distribution Loss control services began 1989
Unbundled property loss control/

Officers. Patricia Drago, senior vp-Client Ser- Regions served nationwide Staft total, 16, professionals, 5
www meadowbrook com engineenng 30%

vices Group, Robert Hiltz, vp-NATLSCO, Phillip Officers Joe Williams, chairman/CEO, Jeff Clients: total, 6, unbundled, 6
2000 revenues Unbundled property loss revenues $180,000

Total gross revenues $4,068,086 Davis, vp/manager-property loss control Pozmantier, president, N cholas P Dalby, Specialties· manufacturing, moving and Loss control services began: 1980

Unbundled properly loss control/ Contact' Scott Babcock, director-Business vp/director stotage, transportation Staff: total, 9, professionals, 2
engineenng 53% Development Group, sbabcock@natisco com Contact· Nicholas P Dalby, ndalby@wisen- Regions served· nationwide Clients: total, 10, unbundled, 10

Unbundled property loss revenues $2,156,086 berg com Contact. Harvey S Staple, president, sta- Specialties. financial institutions
Loss control services began. 1983 P - pie@safetyrisk com

*Estimated
Regions served. nationwide

Staft total, 29, professionals, 25 Risk Logic Officers Gerald F Stogniew, executive direc-
Clients total, 60, unbundled, 15 tor, Mac Fleming, Dennis Sherly, directors
Specialties. alternative nsk group programs,

Professional Safety 93 Apple Ridge,
Safety Consulting Inc. Contact. Gerald F Stogniew

Consultant Service Inc. Wooddiff Lake, N J 07677,
logging, municipalities

201-930-0700, fax 201-930-8795 150 S W 33, Suite A
Regions served Alabama, California, Ron- 424 S E 30th Ave,

www nsklogic com Topeka, Kan 66611,
da, Georgia, Indiana, Kansas, Kentucky, Mary- Ocala, Fla 34471,

W -
land, Massachusetts, Michigan, Minnesota,

2000 revenues 785-266-1006, fax 785-266-1007
352-694-4601, fax 352-694-3853 Total gross revenues $750,000 2000 revenues

Missouri, Nevada, New Jersey, New York, 2000 revenues
Willis Group Holdings Ltd.

Unbundled property loss control/ Total gross revenues $300,000
Ohio, Pennsylvania, South Carolina, Ten- Total gross revenues $100,000 7 Hanover Square,

engineenng 100% Unbundled property loss control/
nessee, Wisconsin Unbundled proper loss control/ Unbundled propeity loss revenues $750,000 engineenng 100% New York, N Y 10048,

Branch offices Montgomery, Ala,Cern- engineenng 100%
Loss control sennces began· 1997 Unbundled properly loss revenues $300,000 973-410-4638, fax 973-410-4600

tos, Calif, Sarasota, Fla, Overland Park, Unbundled property loss revenues $100,000 Stall. total, 4, professionals, 3 Loss control services began: 1971 www willis com

Kan , Louisville, Ky, Andover, Mass, Min- Loss control services Ilegan· 1975
Clients total, 18, unbund ed 18 Staff total, 4, professionals, 3 2000 revenues

neapolts Stall. total, 2, professionals, 1 Specialties high-nse buildings and ware- Clients· total, 60, unbundled, 60 Total gross revenues $1,300,000,000

Officers Merton J Segal, chairman, Robert Clients: total, 50, unbundled, 50
houses, manufactunng Regions served. nationwide Unbundled properly loss control/

S Cubbin, president/COO, Joseph C Henry, ex- Specialties Industrial/manufactunng, retail-
Regions semed nationwide Officers Craig Stromgren, president, John engineenng 019%

ecutive vp Ing facilities, health care facilities Branch offices Birmirgham, Ala, San Parkin, vp, Dan Pabst, consultant
Unbundled propedy loss revenues $2,500,000

Contact: Joe Hunold, assistant vp-loss con- Regions served· international
Diego, Chicago, Middletown, NJ, Austin,

Loss control sennces began: 1980

trol, ihunold@meadowbrook com Oft,cers Herbert T Bogert, presidenutrea-
Texas Safety Management

Stat total, 300, professionals, 81
surer, Nancy A Boged, vp/secretary Clients. total, 300, unbundled, 50

Contact. Herbert T Bogert
Ottmers John Durante, president, Rich Services Inc.

Cardile, vp/engineering manager, Joe Barbteri,
Specialtles· health care, hosp,taltty, manu-

Mellon Clair Odell Group-Risk
* Estimated

senior property loss control consultant
200 Travis St, Suite 104, factunng

Lafayette, La 70503, Regions served international
Control Division Contact John Durante, idurante@

3025 Chemical Road, R - nsklogic com 337-235-6524, fax 337-235-0905 Branch offices: 34 branches worldwide

2000 revenues* Officers Joseph Plumen, chairman/CEO,
Plymouth Meeting, Pa 19462, Total gross revenues $200,000 Richard Bucknall, COO, Janet Coolick, chief ad-
484-530-6603, fax 610-828-3349

Rode & Associates L.L.C. Unbundled propem, loss control/ ministrative officer

www clairodell com Regional Reporting Inc. 66 Cedar St, Sutte 301, engineenng 50% Contact· Joe Stavish, property risk control
2000 revenues 111 John St, Newington, Conn 06111-2646, Unbundled property loss revenues $100,000 practice leader, stavish_IC@WIllis com
Total gross revenues $350,000 New York, N Y 10038, 860-594-7183, fax 860-594-7184 Loss control services began' 1981
Unbundled properly loss control/ 212-964-5973, fax 212-608-5074 2000 revenues Staft total, 4, professionals, 3
eng,neenng 85% www regionalreporting com Total gross revenues $200,900 Clients*:total, 167, unbundled, 90

Unbundled propedy loss revenues $300,000 2000 revenues Unbundled property loss control/ Specialties. petroleum
Z -

Loss control services began 1996 Total gross revenues $16,000,000 engineenng 100% Regions servect international
Parent: Mellon Bank N A Unbundled property loss control/ Unbundled propedy loss revenues $200,900 Contact: Jack Barmdge, president Zurich Services Corp.
Staff' total, 5, professionals, 3 eng,neenng 50% Loss control services began' 1994 *Estimated 1400 American Lane,
Clients total, 50, unbundled, 50 Unbundled property loss revenues $8,000,000 Staff. total, 6, professionals, 4 Schaumburg, 111 60196,
Regions served' nationwide Loss control services began· 1963 Clients. total, 14, unbundled 14 Schirmer Engineering Corp. 800-982-5964, fax 847-605-7736
Branch oflices' Philadelphia, Pittsburgh Staff total, 285, professionals, 135 Specialties power generation, project de- www risk-engineenng com
Officers: Frank Svitek, CEO, William Kane- Clients· total, 260, unbundled, 180 velopment, renewable energies 707 Lake Cook Road, 2000 revenues

hann, COO, Matthew Winters, division director Regions served international Regions served international Deerfield, Ill 60015, Total gross revenues $41,000,000
Contact. Matthew Winters Branch offices: Sacramento, Calif, Hartford, Officers: Douglas M Rode, managing direc- 847-272-8340, fax 847-272-2639 Unbundled property loss control/

Conn, Atlanta, Chicago, Marlton, NJ, Cleve- tor, William J Satterfield, chief investigator, vmv, schirmereng com engineenng 32%

land, Dallas George Wills Moore 111, director-property loss 2000 revenues Unbundled properiy loss revenues $13,300,000

N - Officers' Marin Myers, chairman/CEO, Louis management Total gross revenues $20,000,000 Loss control services began. 1912
Siegel, president, Josephine Johns, executive Contact Douglas M Rode, rode@rode- Loss control services began. 1939 Parent Zunch financial Services Group

VP llc com Parent Aon Corp Stall. total, 309, professionals, 93
Regions semed· nattonwide Clients· total, 4,200, unbundled, 2,950

NATLSCO Clients total, 600Risk Analysts Inc. S - Specialties chemical, health care, manufac-
Branch omces· Phoenix, Newport Beach and turing1 Kemper Drive, Suite D-7, 24 Greenway Plaza, Suite 1100,

Long Grove, 111 60049,
San Diego, Calif, Washington, Denver; Miami, Regions served international

Houston, Texas 77046-2401,
847-320-2111, fax 847-320-5460

Chicago, Boston, Las Vegas, Princeton, NJ, Branch offices· Glendale and San Francisco,
713-507-4792,fax 713-507-9433 Safety & Risk Control Charlotte, NC,Austin and Dallas, Texas

www natisco com Calif, Atlanta, Chicago, Boston, Grand Rapids,

2000 revenues
www wisenberg com Services Inc. Officers. Carl Baldassarra, president, Daniel Mich, New York, Cleveland, Philadelphia, Dal-

2000 revenues
Total gross revenues $32,000,000 395 Main St. Suite 4, O'Conner, vp-engineering, Mark Rochholtz,se- las

Total gross revenues $350,000
Unbundled properly loss control/ Metuchen, N J 08840-1806, nior vp Officers· Frank Patalano, chairman, William

Unbundled propery loss control/
eng,neenng 1% Contact: David P Nugent, vp/manager-loss Zuza, president, Dave Cartoryskt, semor vp

eng,neenng 40% 800466-4025, fax 732-906-2045
Unbundled property loss revenues $246,000 control, dnugent@schirmereng com

Unbundled properly loss revenues $130,000 www safetyrisk com Contact Dave Schmitz, vp/director-property,

Loss control services began 1964 312496-9131

0906060:9 0 65®92758*9 (3650* .
. . .
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GLOBAL BRIEFS

Moody's Investors Service Ltd. in Lon-
don has upped its outlook on the German
nonlife insurance industry to stable from
negative. Moody's said the industry's
longstanding financial strength was likely
to "endure the medium term despite the
tumultuous changes now wracking the
industry." Moody's said that these
changes include deregulation, the aboli-
tion of tariffs, increased competition, eco-
nomic recession and new tax legisla-
tion....The United Kingdom's Depart-
ment of Trade and Industry last week
awarded a total of £1.5 million ($2.1 mil-
lion) in grants to help companies improve
workplace conditions, including occupa-
tional health and employee relations. The
grants came from the DTI's "Partnership
Fund," which was started in 1999, and
will be used by 37 olganizations to fund a
variety of programs. Another £1.1 million
($1.6 million) will be paid out later this
year...More than 20,200 people have died
as a result of natural disasters so far this

year, according to the August issue of
Aon's Monthly Natural Disasters Round
Up. More than 75% of these deaths re-
sulted from the January earthquake in In-
dia....U.K. credit insurer Euler Trade In-

deninity has appointed Ian Hollyhomes as
assistant director of UK risk. Mr. Holly-
homes, who will be joint head of a domes-
tic risk underwriting team for a range of
manufacturing and service-based trade
sectors, has worked with Euler for 10
years, most recently as an account direc-
tor within its commercial underwriting
department....Paris-based AXA Group
has reported first-half revenues of 38.97
billion euros ($33.14 billion), a decline of
5% from the comparable period in 2000.
Taking into account currency fluctuations
and discontinued operations, first-half
revenues increased 4%, AXA said. Rev-
enues from property/casualty business in-
creased by 3.9%, to 8.72 billion euros
($7.41 billion). AXA said rate increases
fueled the growth, which was somewhat
offset by a decrease in policies as the in-
surer toughened underwriting stan-
dards....Dutch insurer Aegon N.V. has re-
ported net income forthe first half of 2001
at 1.16 billion euros ($986.3 million), up
15% over the same period last year. Total
revenues were 5% higher, at 16.05 billion
euros ($13.65 billion), with each of the
group's business units showing strong
earnings performance. As a result, Aegon
has upgraded its forecast for earnings for
the year to an increase of between 12%
and 17%, up from its previous forecast of
10% to 15%....Standard & Poor's Corp.
has lowered its long-term counterparty
credit and insurer financial strength rat-
ings on World-Wide Reassurance Co. Ltd.
of Windsor, England, to BBB+ from A-
and placed them on CreditWatch with de-
veloping implications. The change follows
the announcement last week that Pacific

Life Insurance Co. is selling World-Wide
Reassurance to Cayman Islands-based
Scottish Annuity & Life Holdings Ltd. in
return for a minority stake in SAL. S&P
said the previous ratings on World-Wide
Reassurance factored in a degree of
parental support from Newport Beach,
Calif.-based Pacific Life that will be re-

moved with the sale...Standard & Poor's

also has downgraded the public informa-
lion ratings on General Insurance Corp. of
India, National Insurance Co. Ltd., New
India Assurance Co. Ltd., Oriental Insur-
ance Co. Ltd. and United India Insurance

Co. Ltd. to BBB-pi from BBBpi. The rat-
ing change follows the downgrading of
the long-tenn local currency sovereign
credit rating on the Republic of India to
BBB- from BBB, reflecting unchecked
budget deficits and rising domestic in-
debtedness.
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Case highlights E&0 liability risks
By SARAH VEYSEY

LONDON-Professionals in

the United Kingdom face po-
tentially uninsurable personal
liability for bad advice they
give in the course of their work,
under a recent appeals court
decision.

While the ruling will likely
affect only professionals who
have worked for companies
that have gone out of business,
as corporate bankruptcies in-
crease, more professionals
could face such personal liabil-
ity.

Because professional indem-

nity coverage in the United
Kingdom is available only on a
claims-made basis, if an em-

ployer's insurance coverage is
canceled-as a result of

bankruptcy, for example-em-
ployees would be left without
coverage.

In the case of Merrett us.

Babb, John Babb, a chartered

appraising surveyor, was sued
for negligence over a mortgage
valuation he had carried out

some six years previously.
When he conducted the valua-

tion, Mr. Babb worked for
Cheltenham, England-based
Clive Walker Associates, which

Major aviation losses
January through July
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Source: Willis Group Holdings Ltd.

Aviation insurace
rates to rise

following attack
By EDWIN UNSWORTH

LONDON-Airlines that already saw higher hull, liability and war
risk rates at their last insurance renewal can expect to pay even more as
underwriters take on board the effects of last month's terrorist attack at
Sri Lanka's main airport.

The July 24 raid by Tamil Tiger separatists at Bandaranaike Interna-
tional Airport, near the capital city of Colombo, likely will result in the
most-expensive aircraft hull claim on record (BI, July 30). Undenwriters
are predicting a claim from Sri Lanka's national air carrier, SriLankan
Airlines, of about $500 million for thme planes destroyed and two dam-
aged, one of which is expected to be declared a writeoff.

The vast majority of the insured claim will fall on syndicates at
Lloyd's of London, which leads the market in war risk insurance. The
largest single share of coverage was with ACE Global Markets Ltd., but
after reinsurance to London undermiters, ACE's net loss is expected to
be considerably less than the full insured value of the SIiLankan Air-

See Aviation on page 23

he subsequently left for anoth-
er job. CWA was later declared
bankrupt, and, unknown to Mr.
Babb, CWA's receivers can-

celed the company's profes-
sional indemnity coverage.

In 1994, having learned of
CWA's bankruptcy, the Merrett
family brought a negligence
claim against Mr. Babb, who
was supported in his defense by
the London-based Royal Insti-
tution of Chartered Surveyors.

The commercial court and

the Court of Appeal found that
Mr. Babb had been negligent
and held him liable, ordering
him to pay £14,500 ($20,706)

plus interest to Diana Merrett.
Last month, the House of Lords

Appeals Committee refused to
hear an appeal, upholding the
lower Court ruling.

Although the RICS requires
all surveyor companies to have
compulsory six-year runoff in-
surance coverage, CWA's in-
surance had been canceled by
the receivers, explained Martin
Davis, a partner in the insur-
ance team at London-based

law firm CMS Cameron

MeKenna, which represented
Mr. Babb and the RICS. "He

coul(in't get (personal profes-
See Liability on page 23

PHOTO: AP/WIDE WORLD

A bomb that exploded in West London has resulted in dozens
of insurance claims forcommercial property damage.

Commercial losses insured

Blast disrupts
London boroug

By SARAH VEYSEY

LONDON-Total damage from the terrorist bomb that
exploded in Ealing, West London, on Aug. 3., may reach
hundreds of thousands of dollars, according to London-
based loss adjuster Capita MeLarens.

Capita McLatens said last week that it had so far been denied
access to some parts of the site because police were still con-
ducting forensic work. But London's Ealing borough reported
that most buildings had escaped major structural damage.

The bomb, allegedly planted by a terrorist organization known
as the Real IRA, ecploded just after midnight on Aug. 3. No one
was killed in the blast, but several were injured, and com-
mercial and residential properties in the area were damaged.

See Bomb on page 23

Esso nets record safety fine
By SIMONE ZENONI

MELBOURNE, Australia-

The Victorian Supreme Court
fined Esso Australia Pty. Ltd. a
record $2 million Australian ($1.0
million) for 11 criminal violations
of state safety laws arising from
an explosion at a refinery.

The fines-ordered by Judge
Phillip Cummins July 30 after a
jury found the oil and gas compa-
ny in violation of the Victorian
Occupational Health & Safety
Act 1985-are almost 10 times the

maximum fine previously im-
posed by an Australian court for
breaches of the safety law, ac-

cording to a spokesman for
WorkCover, which is the Victori-
an state government-run work-
ers' compensation insurance
provider.

The fines included a maximum

$250,000 Australian ($129,325)
fine on charges of fgiling to con-
duet hazard identification "in a

most hazardous workplace" and
fAiling to train workers "about
the risks they were subject to."
Judge Cummins also imposed ex-
tra penalties, totaling $200,000
Australian ($103,460), for four
breaches of the safety law, citing
previous breaches of the law by
Esso, which is a subsidiary of

Exxon Mobil Corp.
On June 28, a jury found Esso

guilty of 11 breaches of the safety
law. The charges were filed by
WorkCover following its investi-
gation into the 1998 explosion at
Esso's Longford refinery; Esso de-
nied that it was responsible (BI,
Oct. 5, 1998).

"The events of Sept. 25, 1998,
were the responsibility of Esso, no
one else. Their cause was foresee-
able and avoidable. Their conse-

quence was grievous, tragic and
avoidable," Judge Cummins said.

He said Esso's failure to accept
responsibility for the "tragic
events" was "a serious deficien-

Cy."

Robert Olsen, Esso's chairman,
expressed "deep regret (for) the
tragic loss of life and injuries." He
said Esso is committed to "con-

tinuously improving the safety
and integrity of all our operations,
including the Longford plant."

Esso also is facing a class action
lawsuit brought by insurers, busi-
nesses and consumers stemming
from the explosion (BI, March
19). The suit was stayed pending
the government's criminal inves-
tigation. It has been granted leave
to appeal a challenge to the class
action on jurisdictional grounds

See ESSO on page 23
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COMMONWEAERH OF MASSACHUSETTS

MarketpL___ace office of Consumer Affairs and Business Regulation
DIVISION OF INSURANCE
One South Station • Boston, MA 02110-2208

(617) 521 7794 • FAX (617) 521-7758
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HELPWANTED HELP WANTED HELP WANTED NOTICE OF PUBLIC HEARING ON THE PROPOSED

PLANS OF REORGANIZATION OF LIBERTY MUTUAL
INSURANCE COMPANY AND LIBERTY MUTUAL FIRE

: IRnissurnacnea;Emkeenge
b#st,re Their Careers"

4 keystratggles INSURANCE COMPANY AND RELATED APPLICATIONS'Where Professionals
Pursuant to chapter 175, xcuon 19H, of the Missachzisetts General l,a, a Pubbc Heanng wtll be• RMIS Techrology

• Safety & Loss Control LLC held at the offices of the Massachusetts Division of Insurance, One South Stibon l·Ah Floor, Hearing
15.

Room A, Boston, Massachusetts commencing on Wednesday, October 10, 2001, at 10 00 im The• Claims Management
heanng will be conducted m accorddnce with the pronsions of 211 Code of Massachusetts RegulabonsExecutive • Risk Management Consult ng "The Risk = E?*cutive Redruiting • Career Coaching 144.00 (Procedures for die Regulatow Renew ofand Public Hwnngs on Plan> of Reorganirkon or
Conversion pumianttoGL c 175,4419F-19W)15 James Street, Main Level, Management • Corporate Risk Management The purpose of the hearing is to consider the Plin of Reorganinition adopted bv the Board ofRecruiters Florham Park. NI 07932
Directors of Liberw Mutual insumnce Company ("Liberty Mutual") on September 13, 2000 dsCall 973-765-9000 CNicer • Insurance Brokerage amended on June 13, 2001 ("Libert¥ Muttial Plan') and the Plan of ReorgAnizatlon adopted bv theFax 973-765-9009
Board of Directors of liberty Mutual Fire Insurance Company (' Liberty hk') on September 1 3, 2000Nationwide A/50 Ask About Ot.r Experts" 2 • Risk Management Consulting
as amended on June 13, 2001 ("libertv Fire Plan") mid related transactions and issues Pursulnt to

Temporary Opoortinities • RMIS the bbe,y Mumal Plan, Liberly Mutlial proposa to reorganiie into a stock insurance companv
ultimatelv owned bv a mutual holding company, to be called Liberty Muwal Holding Company, through1 • Mike Tannenbaum -RICHARD MEYERS 100 Eagle Rock Ave East Harover, NJ 07936 two intermedlate stock holding compames, to be called Lbertv Muwal Group k and LMHC

www rmainc. com & AssoCUTES. IMC. • Barry Citron . Phone 973-887-2300 Fax 973-887-4334 Massachusetts Holdings Inc Airsuant to theliberiv Fire Plan, Ijberty Fire proposesto reorganize into
• Lee Burrows a stock Insurance company ultimately omed by the same mutual holding conipan¥ through the saniewww. keystrategies.com

two intemiedlate stock holding companies

The public heanng %111 be upon the fairness of Be terms and condittonb of the plans of

' REQUEST FOR PROPOSALS REQUEft FOR PROPOSALS , HELP WANTED
polic¥holders, and not deinmental to the insunng public

The Massachusetts Commissioner of Insurance i, required bv law to deteimme, after the heanng,
RISK MANAGEMENT CONSULTANTS • whether each proposed reorgant,jtion 8 m the best interests of the reorganizing insurerE & S BROKERS

ACCOUNTING FIRMS AND BFOKERS 1 NE F orida/FI:gler Baaoh Area • whether each plan ts fait and equitable to the reot·Ranized insurer's potterl,oldet
RFP FOR OWNER CONTROLLED INSURANCE PRCGRAM EXPERIENCED PROPERTY/CASUALTY BROKERS • whether the plan prov,des for the enhancement of the operations of the reorpilizing m,urer

The New Jersey Economic Development Authority (EDA) d seeking to develop ,  rt:mreEkt*'i:NlAMt; • whether the plan will not substantld!!¥ lessen competitionin any hneof insurmce business
and, when completed, prondes for the reorganized msurer 4 Bud in capiul stock to be in aian Owner Controlled Insurance Program as part of its implementatior of the
amount at least equal to the minimum patd in capital stock and the net surpluc required of aNew Jersey School Financing and Construction Act The Act authorize, EDA to 4

Inmate approximately six (6) billion dollars of school contruction over the next HELP WANTED · For Sale V new domestic stock insurer upon its inlit.11 Juthonzation to transact hke knds of insurdnce, ind
whetherthe plan comphes inth the reqwrements of chapter 175, sections 191· to 19Wten years inclust#e, of the M.Issachusetts Gener,11 61,8

EDA is seeking proposals for consulting service to write a Reqiest for · Help Wanted Chapter 175, secuon 19H(c) of the Mdssachusetts General Ima provides that the directors,
Proposals for an Owner Controlled Insurance Program for these project. and to New Unde-writer · Legal Notices oficers, emplovees and pobc,holders of tibertv Mutual,md Libelly hre will have the nght to appear
assist EDA in the evaluation of the competing OCIP proposals and be heard at the heanng The heating is open to,inyone who mhz to attend

Rapidl, e<panding whole.ale broker, • Announcements libem Mutual md bber[¥ Fire h,ne submitted the following applicitions relaung to their Plans ofProposals will be evaluated based upon the followirg crtena
offices in toth New Ycrk ind New Jersey, Reorganization to the Massachusetts Comnissioner of insurance, who hus determined to Lonsolidate• Experience in writing OCIP RFFs and developing CCIP )rograms (particularly seeks ql alified underwiting and · Position Wanted the apphcattons for hearing pursum to 211 Code of Massachusetts Regulabons 144 06(2)rolling wrap-ups) brokerage professicna s · Situation Wanted 1 Libertv Mumal's Plan of Reore,inization Tbe applcat,onfor t*rocal ty /Be Libern, Ilutual

• Experience and expertise In analyzing competing OCIP proposals pum ofReorgamzation pursitant to cimpler 175, bection 19H offbe Mas*libusetts Genenit lizwsWe are looking for highly motivated
Under the proliosed plan of reorg,immon, Libertv Mutual will reorganize Into J stock insurance• Past performance as defined by client references indust iou· individ„als v#o control books · Request For Proposals
company „lumatetv ow·ned bv a parent muwal holding comp,tny, bberly Mutlidi Holding Compmw,

• Qualifications, size of firm, depth of staff available, otier resources of bi,InEss through ac ve working
relaticns with numerius retail brokers, · Business Opportunities through two intermediate holdng comp.imz, Libem Mumal Group inc and LMHC MaSvehubels

lioldings Inc bber·ty Muizid policyholders' contract nghts under bbert¥ Mutual policies wtll conunue• Quality, creativity, depth & thoroughness of approach to projact  while emfloyed at either a wholesale or Whatever you- needs in the unaffected wlth reorganized Libertv Mutual Their equity nghts in IAbert, Mutual %11] be exongul.hed• Expenence with similar programs, i e school construct on, milti-year multi- MGA firm by operation oflaw and mil be irplaced with equity nghts m Libert¥ Mutual Holding CompanyCorporate Risk, Employeelocation, concurrent projects, public owner We have several pos tions immediately Benefit or Managed Health 2 1.them fire's Phui of Reon:,miullon rbe,*ha,tioii./br,#pmt¥d,y/be L,hen> fire P/#i, of
• Price availaole, our ccmp,:nsattin packages Reorganization witl Liberty \lut:tal Holding Comptiny pumuint to clapter 175 feciton !9T(a)
For additional information interested firms may contact Paul Staudt Jr , RA, include, Trofit starirg grd production Care arenas, adVertinq \n 81 of ttE Maswch,80{ts Ge,teral Laws, Indialing tbe merger of reorgai,ced liberh Fire tritb a

bonuses can help you fulfill them. subsidiary of L iberty Mullud Holding Compi ny, 1 iberty Imitrance Acquisition Corp, plirs:mnt toDirector Contract Procurement at (609) 292 1721
clufer 175, section fgA of tbe lassacbusetts General Latts Under the propmed reoguitullon

A mandatory pre-proposal conference will be held as -ollows  Please regly with strictest onfidence to Call Irais Amleshi at and merger, bbelly Fire Hill Rognve into a stock insurince comp.liv md merge with Libertv
DATE Wednesday, August 15,2001

GAG, JO Eox 913, Far:mls, NJ 07653 312-649-5340 Insu,unce Acquisition Corp Libertv Fire policvholders' contract nghts under bbem Fire pohoes will
conttnue unaffected with reorganized Libert> hre Their equity nghts in LIbert¥ hre wt!1 be e,zinguishedTIME: 2:00 P.M. Fax: 312-649-7937 by operation of law and will be replaced Mth equity rights m Iiberrv Mutual Holding CompanyPLACE: New Jersey Economic Development Au:hority

I. 4-' V' 1.,101 . I Propmed acquwbon of domestic inwrer, bv lihert¥ Mumal Holdine Commnv rbe36 West State Street
=unness application for approval ofacquisition of control of liberty Fire and a Jubs,dwg of LibertyTrenton, New Jersey 08625 Muttial, Liberty L,Je Assurance Company of Bosto„, by Liberty Mtitual Holding Companh

Proposals are due for the above on Wecnesday Insuronce® IMHC Makwebusetts Holdings Inc, and Liberty Mutual Grot* hi, m connection witb tbe
September 5th, 2001 by 2 00 PM (312) 649-7937 www.husinessmsurance.com Ltberty Mutual Reorgancation, purs,mnt to chapter 175 sectio„ 2068 of tbe itassacbusetts

General Laws

4 Ho\(kne ('AmnarN Memer 1 be appl,uttion for approwl of fbe Agreeinent ,„id Plan of
Memer by and among bberty Mumal Holding Compimy Empto>ers inst,rance ofWaia,a, Mutid
Hold,ng Company, Employers Insur,mce Compai,y 4 Wausm, r Employe,s of lausau '), unit

Looking for QUALITY R %111TS? Waisau Insurance Acquation Corporation pursuant to cbapter 175, section 10 of tbe
Magacbimetts Genend laws Under the proposed agreement and plan of merger, the tuo mutual
holding companies will merge and Wausau Insurance Acquisition Corporition, d subsidun of liberty
Mutual Holchng Company, will merge Mth Enipto,ers Insurance of Wausau Emploed of Wailsau
pokcyholders' contract nghts under Empto,ers of Wauslu policies will conwiue unfectixi Their

Advertise in equity nghts m Emplo¥ers insurance of Watisau Mutual Holdtng Compan, di be replaied with equity
nghts m Lbeg Mutual Hold,ng Gmpany

Business Reserve your space NOW for these upcoming issues! The Commissioner will also consider, pursuant to chapter 175, secbon 19N of the Miwchusetts
Genenil Law<, whether conttnued use of the word "mumal" m Be nama of liberty Mutual and Libem
hre after reorgamzation ts liketv to mislead ordece,e the publicInsurance® September 3 September 10

ples of the Libertv Mutual Plan, the Liberty Fire Pidn, and the applications described abme andReinsurance: Surplus Lines related tnformation are available for public mspection at the Dinsion of insurince, Fifth Floor One
International Markets Directory: South Stalon, Boston, Massachusetts 02110 under Docket No F 2001 05 between 9 00 Lm and 5 00

p m Mondav through Fndav, except on days when the Dimion is closed for business Copies of theNext Issue: Surplus Lines Insurers & WholesalersDirectory: Plans are also availdble on Liberty Mutual's website at innv libeminutual com or the Dincion of
Leading Reinsurers Worldwide Bonus Distribution:

Insurance's nebsite at MN wte ma u/doi Additionally, the Plans are descnbed in Policyholder
Canadian RIMS; IUMI; ISCEBS; Guides and Policyholder Infoimauon Statements (whuch include the Plans) prepared by libert¥ MumilAugust 20 Bonus Distribution:

NAPSLO and I. berly Fire, which will be malled to all policrholders of Liberty Mumal or Lit,ertv Fire with policiesMonte Carlo Rendez-Vous in-force bemeen September 13, 2000 and Mav 31, 2001, inclusive Polic¥holders %,th pollaesWords Results Closing. September 4

1 Closing August 21 incepung after May 31, 2001 mav obtain copies of the policyholder guide, policvholder mformation
Closing August 14 statements and related explanatory maienals, as well as a ballot or progs byaliting 1-877 520-8556

Any person who inshes to present an oral statement at the heanng must file 1 written notice of
intern containing the person s name, address and telephone number with the Division of Inurance bo
it is received on or before October 1,2001 Wnttenstatements maybesubmitted at anv ume pnortoCall 312-649-5340 for more information
the conclusion of the hearmg Any person who wishes to partic,pate m the hearing other than bv
offenng an oral or written statement must file and sen'e a peuuon for leave to participate or intenene m
accord,ince with the requirements of 211 Code of Massachusetts Regulattons 144 07(3) and 211 (sdeMore Classifieds Online! www.businessinsurance.com of MassachUSettS Regulations 14406(3) so it is recelid on or before August 27,2001 Any parr, that
opposes a petition to participate or inten·ene must file its objection on or before September 7, 2001

All submissions relating to the hearing must le addressed to the Docket Clerk, Hearings md
Appeals, Dinsion of Insurance, One South Staton, Boston, Massachusetts 02110 and refer to Docket
No F 2001 05

To place yo.ir ad in The P-ofessional Maiketplace cont,Ct hats Anileshi Poheyholders do not need to appear at the hearing or submit any statements m order
to continue the benefit of their policies

r
Phone: (312) 649-5340 Fax: (312) 649-7937 -

E-Mail: iamleshi@crain.com

Business hisu,mice, Classified Department, 360 North Michigan Avenue, Chicago, [1 60601-3806 Linda L Ruthar(It
Commissioner of insumnce

Call for details on Blind Box and Internet 4dwrtising
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Aviation
Continued from page 21
lines claim.

Nevertheless, aviation hull and

war risk rates had already been ris-
ing sharply this year, and under-
writers expect the Sri Lankan loss
will strengthen their resolve for
further increases.

John Lentaigne, the London-
based aviation war risk underwrit-

er for ACE, declined to comment

specifically on SriLankan Airlines
because the air carrier is a client,

but Mr. Lentaigne noted that avia-
tion war risk rates had already
been moved up by 30% to 70% be-
fore last month's terrorist attack.

Net war risk rates averaged, he
said, about 0.01% of an aircraft's

hull value, although individual
quotations could vary considerably
above or below this rate. Mr.

Lentaigne said he would like to see
rates increased, to an average of
0.05% of hull value.

For civil aircraft and for ships

Liability
Continued from page 21

sional indemnity) insurance, ei-
ther, because there is no market
for it," added 1VIr. Davis.

And because the coverage was
written on a claims-made form, it

did not apply to claims filed after
the policy was cancelled. Claims-
occurred liability coverage can
cover liabilities long after a poli-
cyholder goes out of business and
cancels its coverage.

But claims-occurred profes-
sional indemnity coverage is not
available in the United Kingdom,
according to Stephen Holland, di-
visional director of specialist pro-
fessional indemnity brokerage
Alexander Forbes Professions, a
unit of Johannesburg, South
Africa-based Alexander Forbes

Ltd.

The RICS said it would work

with its members to help them se-
cure insurance coverage.

"I am both surprised and disap-
pointed by the Law Lords' refusal
to allow grounds for appeal. This
is an issue of major public impor-
tance for all professionals, partic-
ularly at a time of economic slow-
down, when the number of corpo-
rate failures tends to rise," said

Louis Armstrong, chief executive
of the RICS.

"Over the coming months, RICS
will be looking closely at the posi-
ticn of employed chartered sur-
veyors, who have not hitherto
been required by this institution
to maintain insurance cover," he
added.

The Court of Appeal stressed
that prudent employees should
ensure that their employers' in-
surance covers them personally,
and added that employees ought
to obtain personal insurance if
their employers' insurance ceased
to cover them after their period of
employment.

But doing so might not be feasi-
ble. "While the Court of Appeal's
observations are highly germane,
such insurance cover is not, as a

practical matter, presently avail-
able to former employees," CMS
Cameron McKenna said in a writ-

ten statement.

If a company is solvent, al-
though claimants may seek to es-

traveling to Sri Lanka, the designa-
tion for war risk coverage is now
"held covered," which means that
underwriters have no fixed level of

rates; instead, they quote rates on a
day-by-day basis to reflect their
perception of the risk of terrorist
activity.

Mr. Lentaigne said that while it is
difficult to predict exactly what the
Sri Lankan attack would do to war

risk rates, it could mean the market

will make greater distinctions
among airlines, depending on their
exposure. "That's what I'd like to
see," he said.

London-based Willis Group Ltd.,
which brokered the SriLankan

Airlines coverage, has warned that
with two major claims-the Sri
Lankan aircraft and a Petrobras oil

rig that sank this spring (BI, April
2)-affecting many of the same un-
derwriters, pressure is mounting
for them to raise rates further.

Last Tuesday's edition of the
Willis Global Aviation Bulletin, a

biweekly publication put out by the
broker, says: "To a large extent,

tablish personal negligence on the
part of an employee, they gener-
ally will seek damages from the
employer, Mr. Davis explained.
But, he said, in cases where an

employer has gone into liquida-
tion, claimants might now more
often seek to recover frorn indi-

viduals.

The ruling is of particular sig-
nificance in cases where a compa-
ny has ceased trading or is in
runoff, is underinsured and un-
able to meet the full claim, is un-

able to pay the deductible, or is
unable to obtain indemnity from
its professional indemnity insur-
ers as a result of a coverage dis-
pute, CMS Cameron McKenna
noted in its statement.

"The refusal to allow the appeal
to proceed has far-reaching and
alarming implications for all pro-
fessionals and employees who
provide specialist advice on be-
half of their employers," Peter
McGuire of CMS Cameron

McKenna, who handled the ap-
peal on behalf of Mr. Babb and
the RICS, said in a statement.

"History shows that, when loss-
es are suffered, many clients will
explore all available avenues in
seeking to recover those losses
from their advisers. Corporate
failures are now at their highest
level for six years and this...only
serves to heighten the vulnerabil-
ity of such individuals. The remu-
neration which employees receive
is not commensurate with the risk

of attracting a potentially ruinous
personal liability, and such an ex-
posure is unlikely to ever have
been contemplated by them."

In light of the ruling, profes-
sionals should now consider the

extent of their liability, according
to David Gamble, chief executive
of the London-based Assn. of In-

surance & Risk Managers. "The
big question that this case throws
up is, where is the limit?" Mr.
Gamble said. "This creates huge
uncertainty."

"What is the advice that will be

held to be prosecutable?" he
asked. "How far does this go-is
it just people who are in the rec-
ognized professions (that will be
held liable)? If so, everyone in
those professions will need to
think about additional insur-

ance."

many of the same underwriters
paying for the SriLankan Airways
loss have recently paid approxi-
mately $485 million for the loss of
the Petrobras drilling platform that
sank in April." The bulletin noted
that this amounts to two major in-
sured losses totaling some $847
million within a short time.

The Willis bulletin says the im-
pact on the market of losses of this
magnitude "will be for the capital
providers and managers to exert
further heavy pressure on their un-
derwriting teams to increase rates
across most lines of business."

The bulletin says that, for the avi-
ation hull and liability insurance
markets specifically, this will accel-
erate the current market trend and

push premiums higher for the final
quarterof 2001.

Some major European airlines

Bomb
Continued from page 21
Capita McLarens, which was
formed by the June acquisition of
McLarens Toplis U.K. by Capita
Group P.L.C., has put together a
team to handle claims arising from
the incident. Roger Preedy, major
loss team leader at Capita
McLarens, said most claims would
come under commercial insurance

Esso
Continued from page 21

to the Australian High Court.
Esso contends that the dispute
should be heard by the Victoria
Supreme Court, not the Federal
Court.

that were due to renew in the final

quarter of this year have opted to
renew early; in doing so, the bul-
letin says, those airlines are accept-
ing premium increases that are av-
eraging more than 50%.

Both Mr. Lentaigne and the
Willis bulletin maintain that before

the Sri Lankan raid, aviation war

risk premiums were far too low to
cover claims.

This year, gross hull war risk pre-
miums total around $50 million;
that's only about one-tenth the cost
of the claims from the Sri Lankan

loss.

"The war market currently is in
an extremely unsustainable posi-
tion. If it doesn't turn around, it
will go out of existence. You need to
look for a market premium of well
over $100 million to at least cover a

hull value," Mr. Lentaigne said.

policies. He noted that the govern-
ment-backed terrorist coverage
fund, Pool Re, would be tapped only
in cases in which an individual

claim exceeded the £100,000

($142,840) limit found in most com-
mercial property policies.

Loss adjuster GAB Robins U.K.
Ltd., a unit of Parsippany, N.J.-
based GAB Robins Inc., said

Wednesday it was working on more
than 30 claims from the bombing.
"Substantial damage has been

The class claims that Esso

breached its contract with gas
buyers by failing to maintain sup-
ply and that Esso should have
known that interruptions to its
services would cause financial

losses for customers.

More than 1.2 million people,
who lost an estimated $1 billion
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Similarly, the Willis bulletin says,
"This one loss is estimated to have

taken out of the market the majori-
ty of war premiums generated since
the Gulf (War) crisis."

The bulletin adds: "War rates

will rise substantially now. Some
underwriters are suggesting that a
gross premium of approximately
$200 million will be required from
the (global war risk) account in the
future."

The Willis bulletin also states

that underwritens likely will seek to
reduce their individual shares of

war risk placements; their efforts,
the bulletin says, will focus on re-
ducing aggregate limits and elimi-
nating loss-of-use coverage.

The Willis bulletin also notes that

normal aviation insurance rates

were already rising by around 30%
this year. m

caused to property either by the fail-
ure of the water main or structural

damage following (the) explosion,"
GAB Robins said in a statement.

In a statement, the Ealing Bor-
ough Council said the blast had also
disrupted utilities. "Water mains
ruptured, causing flooding, power
cables were damaged and will re-
quire lengthy assessment before re-
connection, and the danger of gas
leaks delayed forensic ecamination
of the bomb site itself."

Australian ($517.3 million), are
involved in the class action.

The lawsuit includes a $350

million Australian ($181.1 mil-
lion) subrogation claim by 22 in-
surers seeking to recover claims
paid for business interruption

and loss of profits (BI, June 
1999; Sept. 27, 1999).
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Hospitals publicly admit to fatal errors
By CINDA BECKER
Crain News Service

In what is perhaps an indication
of a change in the cultural climate
surrounding medical errors, two
hospitals recently took full blame
for mistakes that led to tragic con-
sequences.

The hospitals' candid disclosures
came less than one month after the
Joint Commission on Accreditation
of Healthcare Organizat:ions put in
place a new policy that requires
hospitals to tell patients when their
care has not measured up to stan-
dards. The disclosures also follow
two highly publicized Institute of
Medicine reports that raised con-

cern about patient safety and qual-
ity of care in hospitals and a third
recent study that attempted to
downplay the severity of the prob-
lem.

In Valhalla, N.Y., at 996-bed
Westchester Medical Center, a
metal oxygen caniste that should-
n't have been in the room when the

10-ton electromagnet of the mag-
netic resonance imaging machine
was turned on became airborne
and killed a 6-year-old boy under-
going a scan. Struck in the head on
July 27, the boy died two days lat-
er.

On July 30, the hospital released
a statement to newspapers describ-
ing the "unspeakable tragedy" and
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reinsurance and service needs
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AR Re and AXA Cessions to offer

COR

SOL

Your world

taking full responsibility for the ac-
cident. The one-page statement
was attributed to Edward Stolzen-

berg, Wes:chester's president and
chief executive officer.

"Our sorrow is immeasurable,
and our prayers and thoughts are
with the child's family. The medi-
cal center will do anything it can to
ease the family's grief," Mr.
Stolzenberg said in the written
statement.

Meanwhile, on July 31 in
Philadelphia, officials at 172-bed
St. Agnes Medical Center released
a statement to the news media to
report that two patients may have
died because of a miscalculation in

coagulation studies related to the

administration of the blood-thin-

ning drug Coumadin. Hospital offi-
cials said the error affected 932 pa-
tients who had the lab tests per-
formed at St. Agnes from June 4 to
July 25, and all the patients had
been notified.

"Members of the St. Agnes Medi-
cal Center hospital family are
deeply troubled and saddened,"
the statement said.

That same afternoon, the hospi-
tal held a press conference with
President and CEO Sister Marge
Sullivan.

Both hospitals notified their re-
spective state health departments,
as required by law, and both said
they also are conducting their own
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investigations. A JCAHO

spokeswoman said the two hospi-
tals are also in touch with the com-
mission and working on root-cause
analyses, as required under the JC-
AHO's sentinel event policy.

Just a few years ago, such candor
was almost unheard of in the pub-
lie relations offices of most hospi-
tals. But as much as the JCAHO
would like to take credit for the
change of heart, the prominent
place that medical errors have tak-
en in the nation's newspapers
probably played a larger role, said
Joe Cappiello, vp of accreditation
field operations for the JCAHO.

"I think it's IniRing awareness of
the public that hospitals do commit
errors and people are injured in our
health care facilities, and that has
put pressure on medical centers to
be more forthcoming when errors
occur," Mr. Cappiello said.

Still, Mr. Cappiello noted, the
hospitals went the extra mile by
notifying the news media, not just
the patients and their families.

The JCAHO standard "would
never require them to do this, be-
cause it's such a complicated thing
to stand up in front of the press,"
Mr. Cappiello said. "They really
did the right thing and stepped for-
ward and got ahead of the curve."

In the case of Westchester Medi-

cal Center, Mr. Stolzenberg went
even further, sitting down for an
interview on Aug. 1 with reporters
from the local newspaper for a sto-
ry published the next day. ".We
failed miserably with regard to this
child," he said.

Westchester's public airing is
hardly the norm in New York. Last
February, State Health Commis-
sioner Dr. Antonia Novello took
hospitals to task for failing to re-
port adverse events, as required by
state law. Compliance was dismal,
she said. In one category-report-
ing patient deaths within 48 hours
of surgery-the rate of hospital
compliance statewide in 1999 was
only 16%.

Dr. Novello vowed that the state
health department would work
with hospitals that promptly report
their errors. But for those that did
not, she said, "we will idenuy you,
single you out and sanction you in
a public forum."

Still, public disclosure is "cer-
tainly not a requirement for us," a
health department spokesman not-
ed. "We are pleased, and (Westch-
ester) has been very cooperative
with us," the spokesman said.

Both hospitals declined to com-
ment beyond the facts.

"We're so in it, we don't have the
time to reflect on it," said a
spokeswoman for Westchester.

Mr. Cappiello predicted the hos-
pitals would be rewarded for their
forthrightness. Published studies
indicate that when hospitals admit
to their errors, such disclosures dif-
fuse anger and frustration and even
legal claims, he said.

"I think only time will tell as to
whether this brings the proverbial
swarm of trial attorneys down on"
St. Agnes, said Andrew Wig-
glesworth, president of the
Delaware Valley Healthcare Coun-
cil of the Hospital & Healthsystem
Assn. of Pennsylvania. "At least
from some comments I heard from

the trial bar, they have begrudging
respect for the fact that St. Agnes
has come out and said this and
been so open and forthright."

Cinda Becker is areporter for Mod-
ern Healthcare, a sister publication
ofBwiness Insurance.
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Plenty of claims,
but no acclaim

I tell ya, insurance companies just don't get any respect, no
mspect at all.

Insurers finally have brought about the one thing-a hardening
market-for whichtheyhavehopedandprayed thepast 15 years.
And unlike some previous hard markets, this one was pulled off
without dramatic disappearances of capacity, painful dislocations
in the marketplace or the alienation of most insluance customers.
So far, at least.

Yet, despite this long-awaited turnaround in pricing, are
insurens greeted with acclaim forgetting their businesses back on
track and restoring underwriting discipline? Are investors sending
the shares of insurance companies sharply higher in anticipation
of improved and sustained profitability?The short answer: No.

Instead, insurers encounter lingering skepticism--even from
within their own ranks-that this good fortune is real or lasting.
These skeptics question the industry's resolve to stand firm on
higher rates in the face of underwriters' desire to cut deals or win
market share.

They suggest that a recent spate of decent quarterly results is not
the result of better performance; instead, they say, it is due to such

trickery as not owning up to deteriorating
reserves or adverse loss development. For
example, after the shock wore off, a chorus of
"I told you so" followed CNA Financial
Corp.'s rent decision to boost its long-tail
reserves by nearly $1 billion. And many now
are waiting for the other shoe to drop on the
reserving issue.

Nor do insurers get any respect from their
customers.

In the commercial lines amna, these
customers are the so-called sophisticated
insureds that say they don't require

regulation but then need to have simple economic concepts
explained. Insurers are aslong only to make a buck every once in a
while. If these customers want their claims paid years down the
road, then they shouldn't begrudge insurers a double-digit rate
hike now and then. It would be especially nice, insurens say, if
policyholders would allow them several years of such price
firming, but even the most optimistic insurers 1mow that's
probably too much to ask of customers.

For begrudge they do! Buyers complain about higher rates and
threaten to gototheguy downthe street or back to their captive
insurers. You'd think they'd understand that, as insurens argue, it's
not a big dealin the long run. Even a 50% rate hike, insurers have
patiently tried to explain, is really not that bad when one
remembers that rates 10 years ago were higher by 250% or more.

I guess one too many risk managers has been laughed out of the
CR)'s office--or worse-after trying to use that same rationale to
explain why the company's insurance costs are going up so
sharply this year.

And perhaps above all, insurers get no respect when it comes to
claims. After years and years of paying less and less, policyholders
seem only to want more and more, insurers complain.

Take asbestos-please! Policyholders keep filing claims related
to this toxic crud. Insurers, naturally, are amazed at this trend,
because they thought they'd made it painfully clear years earlier
that they didn't intend to cover asbestos claims.

Indeed, insurers recently have had to put their collective foot
down and declare they won't pay asbestos claims for those who
can't prove they're sick. Sounds reasonable and long overdue.

Then there's mold, that innocuous fuzzy stuff that grows in
showers and on sandwich bread.

Policyholders now want coverage for the cost of cleaning it up to
prevent it from spreading and potentially making people sick. But
just as insurers did not intend to cover asbestos, they complain
thatpolicyholders surely don't think their coverage was forevety
unexpected hazard and peril to come down the pike.

So even though insurers have finally achieved their most
heartfelt wish and are finally getting their financial houses in
order, having adopted a more professional and disciplined
underwriting approach that is msulting in improved profitability,
they still don't get any respect.

As they ponder this untoward turn of events, they might do well
to remember the oft-quoted wisdom of an ancient sage: Be careful
what you wish for.

Editor Paul D. Winston's commentam appears fortnighdy and
on www.businessinsumnce.com. He can be reached at

pwinston@crain.com.

Continued from page 1
with rates for 2002 projected to
rise even faster.

In the past, managed care or-
ganizations used whatever tools
they had available to control
costs, but in recent years those
tools have either been taken

away through legislative or reg-
ulatory action or employers and
employees have switched to
plans with fewer controls.

While traditional managed
care plans don't appear to be
going away any time soon, em-
ployers are struggling to find an
alternative approach to contain
health care expenses.

'Now we have

these vast networks

with few controls.

...It's managed care

in name onlr.'

- Dr. David Nash

Jefferson Medical College

Carmine Morano, president of
Anthem Health & Life Insur-

ance Co. of New York, a pre-
ferred provider organization,
said that PPOs no longer have a
"way of controlling" rising
costs.

"If managed care can't control
costs, then why would employ-
ers want to keep them?" asked
Mr. Thompson.

Still, determining the extent
to which managed care is in de-
cline-if at all-depends on how
one interprets recent trends.

For example, membership in
managed care plans is at an all-
time high. A December 2000
study by William M. Mercer Inc.
found that 92% of members in

employer-sponsored health

plans were in managed care
plans, up from 89% in 1999 (BI,
Dec. 11,2000).

But other developments tell a
different story.

Over time, tensions have de-

veloped among doctors, health
plans, employers and employ-
ees.

Now, with patient protection
legislation working its way
through Congress, state and fed-
eral coverage mandates, class-
action suits challenging man-
aged care practices, ennployee
demand for plans with fewer
controls and harder bargaining
by doctors in setting rates, man-
aged care plans have seen their
controls significantly eroded,
said Ken Jacobsen, national
health practice leader at The
Segal Co. in Atlanta.

Fewer controls mean in-

creased use, and stronger bar-
gaining by providers translates
into higher prices for medical
services, Mr. Jacobsen said.

This has, in many respects, re-
turned the system to where it
was before the spread of man-
aged care, he said.

"Now we have these vast net-

works with few controls," Dr.
Mahoney said. "It's managed
care in name only."

In response to its declining

power, the managed care indus-
try has developed new tools to
control costs, said a spokes-
woman for the American Assn.

of Health Plans in Washington.
Such efforts, the spokeswoman
said, include customized disease

management and programs to
improve clinical quality.

In addition, she noted that

when employers and employees
focus more on the costs of their

coverage, they will move back to
more controlled plans that have
lower costs.

Still, managed care has creat-
ed some significant problems.
The low copayments of the
plans attracted consumers, but
this led to a belief among pa-
tients that, in essence, health

care was free once the premium
was paid.

Those low copayments and the
elimination of deductibles also

turned what had previously
been an insurance program de-
signed to protect against large
losses into a financing program,
Mr. Tooke said.

As a result, he said, consumers

no longer have a reason to think
about the actual cost of their

health care.

So if managed care is disap-
pearing, what will replace it?
When the era of fee-for-service

health care was coming to an
end in the late 1980s and early
1990s, it was clear that it would

be succeeded by managed care.
But employers today don't have
such a clear alternative avail-

able.

For example, American Ex-
press Co. has deployed the latest
measures this year to control
health care costs, said Arleane

Soto Baltrusitis, the company's
vp for benefits in New York.
Those measures include a tiered

copayment system for prescrip-
tion drugs and the consolidation
of health plan choices.

But now that American Ex-

press has implemented those
changes, Ms. Baltrusitis said she
will have to look for options
outside of managed care to con-
trol costs next year.

Other employers face the same
dilemma. "I don't think anyone
is looking at managed care as
the next step," Mr. Thompson
said.

Perhaps the most promising-
and the most talked about-op-
tion is a consumer-driven sys-
tenn.

Such a system requires the
consumer to buy health care
based on his or her evaluation of

its quality and cost, in much the
same way that an individual de-
termines which computers or
cellular phone service to buy.

"Consumers will really drive
the agenda moving forward,"
Dr. Nash said.

While managed care models
aim to restrict the supply of
health care, the consumer-driv-
en model seeks to lower the de-

mand for health care, Ms. Case
said.

To succeed, the model has to

give the consumer "an economic
stake in the game," Mr. Tooke
said.

This means giving employees
money and a menu of health
care options, along with the in-
formation they need about qual-
ity and cost to make an in-
formed decision, said Regina
Herzlinger, a professor of busi-
ness at the Harvard Business
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School in Boston and the author

of two books on consumer-driv-

en health care.

An example of how this works
can be seen in the way that pa-
tients currently shop around for
noncovered health care services,

such as laser eye surgery.
For these services, consumers

are motivated to find the best

combination of quality and
price, because they are spending
their own money. For a con-
sumer-driven system to operate,
consumers must develop a simi-
lar attitude by spending their
own money, experts say.

Lumenos offers such a model,

Mr. Tooke said. The company's
plan offers a vast network of
discounted providers, teamed
with medical savings accounts
to cover its high deductibles and
noncovered services.

This network is combined

with a price list for many
providers, data on the quality of
physicians and hospitals and
consumer satisfaction survey re-
sults, all made available on the

Internet. Any money remaining
in a medical savings account at
the end of the year rolls over
into the following year's ac-
count, he said.

Even traditional managed
care plans are jumping on the
consumer-driven bandwagon.

"It's not a passing fad. It's a
permanent feature of the health
care system," the AAHP spokes-
woman said. "Plans are working
very hard to address the rise of
consumerism in health care."

But not everyone is certain
that engaging the consumer is
the answer.

Mr. Jacobsen said he's not

convinced that consumers are

sophisticated enough to make
their own health care decisions.

Furthermore, he said, a medi-
cal savings account probably
doesn't provide enough incen-
tive for a consumer to become a

'I don't see a hope
that consumer

spending will save
the day in the near

/itture.

Ken Jacobsen
The Segal Co.

value buyer.
"I don't see a hope that con-

sumer spending will save the
day in the near future," he said.

Others see another challenge
in educating employees about
the real cost of health care after

years of paying low copayments.
"They have lost all concept of

what the true cost of an office

visit," Ms. Baltrusitis said.

But Dr. Mahoney said the
biggest hurdle is "the accep-
tance of this concept within the
provider community."

rently keep their contracted
rates a secret, and posting these
rates would represent a signifi-
cant step for them.

And without this open-pricing
system, Dr. Mahoney said, it's
impossible to turn people into
value buyers. m
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Tracing nearly 150 years of change at Aetna
1853 - Eliphalet A Bulkeley forms to sell group hfe insurance ket segments New York Life Insurance Co

petitions the Connecticut Legisla- 1917- Company changes names | 1985 - As nation's largest 1999 - Acquires Prudential
ture to incorporate Aetna Life In- to Aetna Casualty & Surety Co 41 health insurer, forms Partners Na- HealthCare
surance Co 1919 - Begins offering group lk?. -  tional Health Plans, an alternatwe 2000 - Separates global health

1899 - Aetna enters the field of disability pollcies dellvery health care lomt venture and global financial services bum-
health insurance 1930 - Becomes the first multi- 1991 - Sells individual health nesses into publicly traded compa-1902 - Begins offenng accident line insurer m America to pay out  business to Mutual of Omaha nies Board rejects unsohcited in-
and hability coverages and soon $1 bilhon m claims Aetna enters m- 1996 - Merges with U S vitation from WellPomt Health
after expands into other proper- pension business , Healthcare Sells property/casual- Networks Inc and ING America
ty/casualty lines 1934 - Safety Education de- 4% ty operations to Travelers Inc Insurance Holdings to discuss a

1906 - Pays out nearly $3 mil- partment forms Combines financial services units purchase of Aetna Announces
hon m claims from the San Fran- 1936 - Offers first group hospi- .-I into Aetna Retirement Services $77 billion deal to sell financial
cisco earthquake

1 1944 - Prowdes insurance for
talization policy Aetna Lrfe & Casualty is renamed services and international opera-

-1 Aetna Inc tions to ING Groep N V Spins off
 3 te Manhattan Project, which pro- PHOTO THE NUCLEAR FILES new health insurance business,

= duced the world's first atomic Aetna provided insurance for Ilili,lf Jilpallllfri Aetna Inc

the Manhattan Project.1 3170  bomb 2001 - Reporting for the first
I 1947-Offersgroup coverages the first time time as an mdependent health care

7:: & *1_.. ulj · t ' 9 to United Nations 1966 - Pays the first Medicare
o m 1951 - Group department in- claim Aetna partners with Italy's

and related benefits company,
Aetna posts operating earnmgs of

.0

·*· "d  troduces major medical coverages Assicuraziom Gererah to service 03 7 ' $193 6 milhon for 2000, excluding
1960 - Enters international multinational clients around the certain items, down 40 9%

>*f· # arena by acquir-* *lt 715_- world Blames $48 2 milhon flrst-quarter
ing Canada's 1967 - Aetna Life & Casualty ff< • net loss on higher-than-expected
ExcelsiorThe 1906 San Francisco quake  Life Insur- Inc, a holding company, is medical costs Announces shift

r- «.\ N 1 formed 1997 - Aetna Retirement Ser- from fully insured HMOs towardcost Aetna nearly $3 million.  ance Co
1911 - Bond department forms 1965 -

1968 - Begins trading on New vices purchases Financial Net- self-Insured HMO products as part
York Stock Exchange work Investment Co , a leading L- of an effort to boost profits

to sell fidehty and surety cover- Aetna Life 1973 - Creates health mainte- nancial planmng company
ages & Casualty 52%3;- nance organization subsidlary 1998 - Announces plans to pur- Source Aetna Inc, Business In-

1913 Group department name is used for 1981 - Reorganlzes along mar- chase NYLCare Health Plans from surance

Aetna But Mr Reichman said he has months," recounted Helen Dar- bution-style health plan does its HMO network, he said
faith in the company's future ling, senior benefit consultant at "We're working with several In addition, Aetna will try to

"I have a high regard for Ron Watson Wyatt Worldwide in large customers that are mterest- get a handle on health care cost
Continued from page 1 Williams," he said, referring to Hartford, Conn As an Aetna en- ed in exploring how that might Inflation through increased use

Aetna's health care operations, the new chief of health opera- rollee, Ms Darling experienced work," said Russ Fisher, senior of disease management and pre-
which include both insured and tions who left Thousand Oaks, the disruption firsthand vp in charge of national accounts scription drug formularies It
self-insured health management Calif -based WellPoint Health She said, "My own Thysician and Aetna Global Benefits, in an will also be putting more health
organizations, preferred Plans Inc to Join Aetna in wrote all of his patients and said interview following Wednesday's care information in the hands of
provider organizations, indemm- March "He's as good as they he wouldn't accept certain ones," conference call providers and enrollees, via "The
ty, and dental products and ser- come in this business A lot of those insured by Aetna And while the percentage of Navigator," Aetna's Internet
vices, lost $2235 million in the Aetna's problems stemmed from 'Aetna has slid for a long premium hikes may be larger in portal that carries content pro-
first six months of 2001, com- not having someone like Ron time," said Sean Smith, the pres- markets where Aetna previously vided by the Harvard Medical
pared with an operating gain of Wilhams at the helm " ident and CEO of broker Keenan had underpriced its business, School
$64 milhon in the same period of Mr Williams worked under & Associates of Los Angeles premiums will still be competi- Aetna executives say they are
2000 The Hartford, Conn -based WellPoint President Leonard "They really had a cookie-cutter tive, Mr Williams said, because convinced that offering more
insurer posted a $116 5 million Schaeffer, whom many consider approach to dealing with mid- to other plans have been raising choice to employers, enrollees
loss for its health care operations the most forward-thinking and large-size companies " their rates significantly as well and providers will make the
in the first quarter of this year successful executive in managed In fact, Mr Smith said, "we Despite analysts' pressure for company more attractive, and,

Aetna executives attribute the care today Mr Schaeffer trans- have very little business with more details about pricing, Mr therefore, more profitable
loss trend, which they said would formed Blue Cross of California Aetna, because they're so hard to Williams declined to specify, "We're shifting from a bias on
continue through the end of this into a national player in recent deal with " "for competitive reasons," the size to a bias on profitability,"
year, to higher-than-expected years Part of Aetna's problems can level of increases employers can Dr Rowe said
medical costs in its commercial Mr Reichman said he also has be attributed to tee evolution of expect
HMO business even after 2001 a good opinion of Dr John Rowe, managed care, said Scott Wayne, For the most part, though, the
premium increases the former head of New York's the health care practice leader at rate hikes will hkely be on a par

By comparison, the nation's Mount Sinai Hospital System, William M Mercer Inc in Chica- with competitors, Mr Fisher ADV ERTISE R
HMO industry turned a profit who took over as Aetna's presi- go "What worked when man- said
last year for the first time since dent, chairman and chief execu- aged care was new wasn't ex- That's probably why Dr Rowe
1996, according to a study of 492 tive officer last September portable to markets with mature forecasts future premium in- INDEX
companies by HMO analyst "He has an excellent grasp of managed care," he said referring creases "I don't see medical cost
Weiss Ratings Inc of Palm Beach insurance," Mr Reichman said in particular to closed provider inflation losing any steam," he Issue ofAugust 13
Gardens, Fla The 492 HMOs "He's not just a figurehead ' networks and capitation said

ADVERTISER PAGE #earned a total of $990 million Analysts and others also hope Furthermore, Mr Wayne said, Industry observers say that
last year, compared with a eu- the fact that Dr Rowe is a physi- because Aetna's size enhanced employers, many of which are Acordia Inc 14

mulative loss of $1 8 billion in cian will help the company re- ltS visibility, when the national negotiating next year's health
American Assoc of Orthodontia 20

the three years from 1997 to build ltS once-strong provider managed care backlash hit, care contracts, will definitely
1999, Weiss reported last week networks Those networks suf- "they were out from leading feel the impact of the changes at ARAG Group 18

"The story this year on Wall fered significant setbacks in with their chins ' Aetna.
Arthur J Gallagher & Co 18

Street is that health care is 1999, after doctors walked out in Aetna also was too aggressive Dr Rowe said the company
good-with the exception of Aet- protest of the company's "all- on pricing in markets in which it will increase its use of experl- Atlantic Mutual 6

na," said Paul Ginsberg, the products" pollcy and mandatory sought to capture greater market ence rating, so that rate increases
AXA Corporate Solutions 24

president of the Center for capitation reimbursement share, he said This hurt them will be highest among those
Studying Health System Change, "Aetna has had the reputation when claims started rolling in groups with the worst experi- Carvill America Inc 23

a health care think tank in of being the nastiest insurer for In fact, Aetna executives said ence Aetna also plans to reduce Chubb Group Of Insurance Cos 15

Washington doctors to deal with," Mr Gins- during the conference call that ltS share of fully insured HMO
CNA RSKCo 28But even as Aetna's top execu- berg said they attribute most of its recent business, which now makes up

tives were outlining their re- Since 1999, Aetna has dropped profit slide to poor underwriting about half of irs total HMO book, First State Management Group 4
structuring plan for analysts last its requirement that doctors par- and underpricing a substantially higher proportion
Wednesday, the financial experts ticipate in all of its products, Now, the question 13 whether than that of ltS competitors, he FM Global 16,17

pressed for details about precise- and, as part of its turnaround the new Aetna will be able to said GeneralCologne Re 7

ly when and how the managed plan, itt iS allowing providers in compete on price, given that lt In the markets where Aetna lS
Liberty Mutual 11care company would stop its certain markets to choose be- needs to increase its premiums dropping its insured HMO prod-

bleeding tween capitation and fee-for- proportionately more than do uct, employers wlll be offered al- Metropolitan Life Ins Co 12,13

"Aetna's gone through a service reimbursement other health insurers just to play ternatives, such as point-of-ser-
Partner Reinsurance 9tremendous amount of change," The doctor crisis, exacerbated catch-up vice or preferred provider orga-

said Jack Reichman, a director of by Aetna's unwieldy size after its Dr Rowe said the company nization options, Mr Fisher said PMA Group Inc 19

Standard & Poor's Corp m New numerous acquisitions, also put plans to cus}lion the bifow to em- Some alternatives may even be
WLT Software of FL, Inc 20

York "There's no question this is a strain on Aetna's relationships ployers somewhat by offering a more attractive, such as the PPO,
going to be a tough year for with employers vnder range of produc:s and ser- whose provider network reaches Zunch NA 5

them " "It was a mess for about six vices, including a defined contri- a wider geographic region than
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Aon will benefit from the deal be-

cause "it greatly strengthens our ca-
pabilities in continental Europe."
Among the new captive manage-
ment locations Aon will acquire as
part of the deal are offices in Swe-

Captive owners whose companies
were managed by SINSER are wait-
ing to see what changes might be in
store.

"The only thing that I would want
to see is whether Aon will bring
something to the plate in terms of
the availability of reinsurance. Par-
ticularly in our business, that mar-
ket is almost nonexistent," said

Captive combination
Based on captives managed worldwide in 2000

AON
S 1 IlSE R

Source: B/survey

den and Norway.
No administrative changes have

been announced for the Bermuda

operation, where Aon had 250 cap-
tives under management last year,
Mr. Cossar said. "We're just in the
early days" and will first concen-
trate on making sure client service
remains high during the transition.

In a statement, Aon said, "The in-

tention is to maintain existing mla-
tionships with clients both in terms
of personnel and services contract-

Philip Stamp, chairman and chief
executive officer of AIRMG, said in
the statement that Aon looks for-

ward "to working with our new col-
leagues from SINSER to continue to
provide excellent service to our
combined client base."

Settle
Continued from page 3
ing insurers that they had
moved their business to Lock-

ton.

Executives at Lockton denied

the allegations. In addition, the
broker alleges that the restric-
tive employment covenants are
not enforceable under state law

in Connecticut and New York.

The brokers settled the dispute
earlier this month.

"We're pleased with the set-

Collapse
Continued from page 3
damages.

Three of Mitsubishi's insurers

already had paid the ironwork-
ers' families a total of $27 mil-

lion, according to the families'
attorney, Robert Habush, a
partner with Habush Habush &
Rottier S.C. of Milwaukee.

Those insurers are: Travelers In-

demnity Co. of Illinois, which
wrote the first $2 million of cov-
erage for Mitsubishi; Royal In-
surance Co. of America, which
wrote the next $5 million layer;
and Indemnity Insurance Co. of
North America, now an ACE
USA subsidiary, which wrote
the next $20 million layer.

But another group of insurers
refused to cover the loss. A key

Aon Corp. 719

SINSER

Holding A.B

Combined

211

930

Janet Evans, corporate risk manager
at Snow Summit Mountain Resort

in Big Bear Lake, Cnlif
Mr. Cossar pointed out that "Aon

is the largest reinsurance broker in
the world and has significant re-
sources that we can bring to our
clients." It is possible, he added, that
there could be access to reinsurance

markets through the brokerage's
connections.

Bill MeMahon, risk manager at
Fleetwood Enterprises Inc. in River-
side, Calif., said it will take time to
see what changes the deal might
bring. SINSER managed Fleet-
wood's Bermuda-based captive,
Gibraltar Insurance Co.

"With Aon taking over, it's really
up to them as to what changes they
want to make on the administrative

tlement, and particularly proud
to be in business with our new

partners in Farmington," said
Michael C. Frost, chief operat-
ing officer of Lockton, which
opened an office in Farmington
after the former Willis employ-
ees joined the broker.

A spokesman for London-
based Willis said, "we filed the
lawsuit because we will not tol-

erate this kind of activity, and
we are pleased to have won."

This is not the first time Willis

has gone to court over the loss of
a construction team to a rival

coverage defense was that Mit-
subishi's policy did not cover in-
tentional acts, Mr. Habush said.
Insurers' other defenses were

that the incident was not an oc-

currence under policy terms,
that the policy's professional-
services exclusion barred cover-

age for the award, and that an-
other policy provision barred
coverage because the ironwork-
ers were leased employees and
not directly employed by Mit-
subishi.

The insurers that fought cov-
ering the award were Chubb
Corp. unit Federal Insurance
Co., which wrote $50 million of
coverage excess of $52 million,
and Tokio Marine & Fire Insur-

ance Co., which wrote the next
and final $2 million of coverage.

In his ruling; Judge Amato
said the jury did not find that

side," said Mr. MeMahon. That is

the biggest differentiating factor
among Bermuda managers, he not-
ed, as fee differences are not signifi-
cant enough to influence captive
owners to sign with one manager or
another.

"Are they going to change the pro-
cess?" he asked. "Are they bringing
in new accountants? Will the

SINSER team be left alone? How is

the process going to change for me?
That is the fundamental question."

Mr. Cossar said he thinks that

"the broader base that a captive
manager has and the depth of expe-
rience in the management team are
valuable to our client. I do view that

the SINSER people will add to that
depth."

Ms. Evans worried that "bigger is
not always better," referring to
Aon's size. "Sometimes you can get
lost in a huge shuffle. We'11 see,
though. I'm not saying that it won't
be beneficial. The people who man-
age our account would stay, I hope."

The SINSER deal also marks the

continued acquisition of large cap-
tive managers by brokerages, and
not everyone sees that trend as en-
tirely healthy.

"I understand that them's going to
be more before the year's out," said
Leonard D. Crouse, Vermont dire-

tor of captive insurance. "Do I like it
as a captive guy, as a mgulator? No. I
like the competition between man-
agers."

"We may end up with three or
fourmajorplayersandtherestsmall
independents," the Vermont captive
director said.

Mr. Crouse added, however, that
such a scenario is not all bad. Aon's

acquisition of IE%MG and Marsh's
acquisition of Johnson & Higgins
both have worked out well. "The

work will still be good in any in-
stance," he said.

Rodd Zot/cos contributed to this

report.

broker. In 1994, Willis sued

Rollins Hudig Hall Group Inc.
over the defection of about 50

employees, including four top
executives, from Willis' con-
struction division to the Aon

Corp. retail brokerage unit. The
brokers later settled the matter

out of court.

Lockton remains involved in

similar litigation with Chicago-
based Aon, which sued Lockton
earlier this year over the March
defection of a team of employees
in Houston and Dallas (BI, April
30). m

Mitsubishi had intended to

harm the workers. Instead, the
jury ruled that Mitsubishi inten-
tionally disregarded the work-
ers' right to expect a safe work-
place-an action that does not
jeopardize Mitsubishi's cover-
age.

Judge Amato also rejected all
of the other coverage defenses.

The judge had ruled earlier
that Travelers, which also had
written $25 million excess of
$27 million, was barred from
raising the coverage defense ar-
guments.

The case already is on its way
to an appellate court for review.
A few weeks ago, the appeals
court refused to hear any of the
several other rulings in the case
until the lower court had re-

solved the issue of the punitive
damages insurance. 
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Top advancing issues: Siena Health Se,vices, Vesta Insurance Co., Aon Corp., AEGON N.V, HCC Insurance
Holdings. Leading decliners: Harleyville Group. PXRE Corp. Mutual Risk Management Ltd.. Seibels Bruce Group,
Selective Insurance Group. Most active issues: Citigroup, American International Group, Arnerican General, AB
state Corp., Mettife. The 8/Index fea 0.3196; the Dow Jones 30 Industrials fell 0.92%; the S&P 500 fel! 1.71%, and
the NYSE Composite dropped 129%. Average P/E : Brokers, 25.48% Insurers/rensurers, 2758%; and managed
care companies, 15.6696.
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