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House panel approves
Superfund tax package

By MARK A. HOFMANN - - -

WASHINGTON-The House
Ways and Means Committee late
Friday approved an $8.1 billion
Superfund tax package despite
some members' lingering doubts
about the proposal.

The vote came only two days af-
ter the legislative package had
been crafted at an invitation-only
White House meeting and only 24
hours after dissension on the panel
threatened to delay approval of
the measure.

The package, which is part of
H.R. 3800, the Clinton administra-
tion's Superfund reauthorization
bill, would hold reinsurers liable
for nearly a quarter of the tax bill.
In addition, the owners of captive
insurers could be hit with taxes

4 - Continued on page 30

Superfunding =
How the administration proposes raising $8.1 billioni
from insurers over 10 years, rilllk

70% Retroactive

premium tax
45.3% from primary

insurers
24.7% from
reinsurers - (
30% Prospective
premium tax

for pollution cleanups. *

65.3% Prospective premium tax
24.7% Retroactive premium tax

all from reinsurers

10% Fees on individual

insurers based on cases
resolved by the fund

GRAPHIC BY KIM ROME

Confed paying claims

Seized Canadian insurer's operations

long-term outlook in U.S. still unclear

By MICHAEL SCHACHNER

TORONTO-Confederation Life
Insurance Co. and its sizable U.S.
operations, which write life,
health and stop-loss coverages,
are paying all claims but are not
accepting new business or policy
surrenders under government su-
pervision in Canada and the
United States.

In Canada, benefits are being
paid out under a schedule set by
the national life and health insur-

ance guaranty fund and the oper-

ations of the nation's fifth-largest
insurer are being sold off piece by
piece.

In Michigan, Confed's entry-
point into the U.S. market, an In-
surance Department spokes-
woman said, "For now the com-
pany is paying all death, medical
disability and health benefits, as
well as making all scheduled an-
nuity payments. We are not ac-
cepting any new business and no
cash surrenders are being hon-

ored.”

Confed's U.S. assets totaled $9.4

AP/Wide World photo

Firefighters have been kept busy for more than a month by a smoldering pile
of tires in East Chicago, Ind., that caught fire July 16.

billion at year-end 1993.
Michigan has hired Victor

= Palmieri to oversee the rehabilita-

already being sold otf piece by piece,

tion of Confed's U.S. operations.
Mr. Palmieri directed the three-
year rehabilitation of Mutual
Benefit Life Insurance Co.

Confederation Life & Annuity
Co., based in Georgia, which had
more than $380 million in assets
last year and liabilities of $370
million, is operating under Insur-
ance Department supervision. A
spokesman for the Georgia de-
partment said the state would not
have intervened had Canada not
taken over the parent.

Regulators in all three jurisdic-
tions were eager to avoid the runs
on the bank that had character-

Continued on page 7
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Head of governors' group says

it may withdraw NAIC support

BURLINGTON, Vt.-Vermont Gov.
Howard Dean, new chairman of the Na-
tional Governors' Assn., said that the group

will withdraw its support for the National

meeting.

Assn. of Insurance Commissioners if prob-
lems with the NAIC's accreditation process
aren't resolved before the NGA's January

Each year, the NGA formally adopts a
policy indicating its support of and willing-

ness to work with the NAIC.

Vermont was not accredited in 1993 be-
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Bipartisan group
trying to kee p

Senate bill alive

By JERRY GEISEL

WASHINGTON-A determined
bipartisan group is feverishly
working to prevent slow strangu-
lation of health care reform in the
Senate, while progress in the
House is stalled until at least next
month.

Barring a last-minute break-
through, Democratic leaders last
week said the House would not
begin consideration of a sweeping
reform package until Sept. 8.

But in the Senate, a group of
moderate Republicans and Demo-
crats-known as the "main-
stream" coalition-was nearing
an agreement last week on a com-
promise package that could break

the Senate deadlock.

While details of the group's pro-

posal still were being worked out,
they included: a much lower level
of health insurance subsidies for
the uninsured than those pro-
posed by Senate
Majority Leader
George Mitch-

16,1m ell, D-Maine; a
revamping of a

011 proposed 25%
[150© tax on health

insurance plans

with costs that
exceed certain targets; and a re-
duction in a proposed prescription
drug benefit for the elderly.

The mainstream coalition,
whose membership has fluctuated
between 15 and 20 Republicans
and Democrats, also had tenta-
tively agreed to revamp the em-

Continued on page 29

Burning questions

Fire at subleased site sparks confusion over liability

By SALLY ROBERTS
and CHRISTINE WOOLSEY

EAST CHICAGO, Ind.-Some
50,000 tons of shredded tires have
been burning here for more than a
month, though questions about
who is responsible for damages
and cleanup could take even
longer to extinguish.

The property on which the fire
occurred is subleased, opening the
possibility that two other parties
could have a contractual obliga-
tion to provide compensation for
third-party damage.

Area residents forced from their

homes by the smoke and toxic
fumes are suing Rubber Material
Handling Inc., the tire-shredding
business where the fire occurred,
and the site's leasing agent, The

Prime Group Real Estate Invest-
ment Trust.

The owner of the site is a lim-
ited partnership that has not been
named in the lawsuit. Prime
Group manages the partnership.

Also named in the complaint,
which seeks unspecified damages,
were Dan McArdle, who owns
Rubber Material and Clark Mate-
rial Handling Inc., a landfill man-
agement firm. Clark leased the

property from Prime Group and
sublet it to Rubber Material, ac-
cording to David Ranich, Rubber
Material's attorney.

There is insurance to cover
third-party losses from the fire,
which started July 16 at a ware-
house, he said.

At issue is whether liability in-
surance policies covering Clark
Material can be tapped to pay for
damage resulting from the fire at
Rubber Material and if Prime
Group could be liable.

Attorneys say subleasing ar-
rangements often require the sub-

Continued on page 4
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Updates

Governor blasts the NAIC

Continued from previous page

cause its laws did not conform to the NAIC model law on risk reten-
tion groups (BI, Sept. 27, 1993). Recent changes in the state's law may
help assuage difficulties with the regulators (B, July 1).

Speaking to the Vermont Captive Insurance Assn. annual meeting,
Gov. Dean said, "The NAIC doesn't 1mow much about the captive in-
dustry and thinks they should be regulated the same way as insurance
companies," he said. "We've done our best to educate them."

Right now, the regulators are rponsible to nobody, and "that's go-
ing to change very quickly," he said. "And the reason it's going to
change very quickly is that when the governors withdraw their support
for the NAIC, John Dingell is waiting in the wings."

Continental looks for capital

NEW YORK-Continental Corp. is eliminating its quarterly divi-
dend, seamhing for outside investors and further reducing its work-
force to strengthen its capital.

Those moves squelched rumors, which had driven Continental's
stock price up about 20% in recent weeks, that it is up for sale.

Analysts estimate that eliminating the 25-cent quarterly dividend
will save $55 million a year.

To attract investors, Continental will have to define its liabilities for
pollution and similar problems, said David Seifer, vp with Donaldson,
Lufkin & Jenrette Securities Corp. in New York.

Continental's search for capital comes less than two months after the
company increased the capital of its domestic insurance operations by
$40 million (BI, July 4).

Continental also will reduce its worlcforce of 12,255 by 2,000, or
16%, instead of the 1,580 cuts announced earlier.

Losses forecast in The Big One

PALO ALTO, Calif.-Total economic losses from a major earth-
quake in Los Angeles, San Francisco or Tokyo could be double previ-
ous estimates, Stanford University msearchers |IEently concluded in a
study that took into account business inteiruption.

For example, a quake measuiing 7.0 on the Richter scale along the
Newport-Inglewood fault, which runs through downtown Los Angeles,
would cause up to $145 billion in damage, the study says. Much would
be uninsured

Including business interruption losses, damage from the Jan. 17 los
Angeles quake were about $20 billion, the researchers found. An esti-
mated $7.2 billion of the damage was insured.

Proponents of a state-run earthquake pool say the study shows such
a program is needed. Opponents counter that the study is irrelevant
because a pool would not cover business interruption losses in any

The study also factored in costs such as workers compensation, med-
ical liability and employees' inability to get to work.

Separately, the Personal Insurance Federation of California said that
insured losses from the Los Angeles earthquake are double all the
earthquake insurance premiums collected in California for the past 25
years. From 1968 through 1993, insurers collected $3.4 billion in premi-
ums and paid out $8 billion, the insurer group said.

Fraud award in insurer failure

BATON ROUGE, La.-Dimctors and officers of failed North Ameri-
can Indemnity Co. have to pay state regulators $24.7 million for fraud
and gross negligence related to lavish corporate spending and self-deal-
ing, a state court judge ruled last week

Judge Paul B. Landry found that prior to the insurer's 1992 insol-
vency, its president, Robert Holberg, converted "millions of dollars" in
company assets for his own use and spent large sums of its funds.

In its lawsuit, the Louisiana Department of Insurance alleged that
Mr. Holberg's spending-of which other company officials were
aware-included buying a small plane for himself with company
money and then leasing it back to the company. He also allegedly had
the company pay personal loans and other obligations that weren't its
responsibility, said Allan Pursnell, assistant insurance commissioner.

More than $14 million was funneled out, leading to the failure, Mr.
Pursnell said. North American, which wrote primarily personal auto
and workers comp insurance, remains in liquidation. The state guar-
anty fund has paid all outstanding claims.

Attorneys for the defendants did not return calls.

Employees bid for comp fund

LANSING, Mich.-Employees of the Accident Fund of Michigan are
hoping to trump a $291 million bid by Blue Cross & Blue Shield of
Michigan to buy out the state-owned workers compensation fund.

BC/BS of Michigan on June 16 topped two other bidders to win a
conditional right to purchase the competitive fund, which is the state's
largest provider of workers comp insurance (BI, June 20). The state's
acceptance of the BCBS offer was conditioned on the fund's employ-
ees' failure to match it within 60 days.

The civil service employees submitted their bid on Aug. 15, and an
advisory committee of the State Administrative Board, which previ-
ously had awarded the bid to the Blues, will determine whether it
matches or exceeds the Blues' offer.

An employee buyout was encouraged by the kgislature and Gov.
John Engler. A 1993 law set up a bidding process to privatize the fund
and gave the employees the chance to match any bid.

The financing arrangement and other details of the Blues plan's buy-
out proposal won't be released until the final decision is made next

month.

Updates continued on page 30

Proposition 103 upheld

High court's decision clears way for premium refunds

By JOANNE WOJCIK

LOS ANGELES-Polieyholders
may soon get premium refunds of
more than $1 billion under Propo-
sition 103 following a California
Supreme Court ruling last Thurs-
day.

In a unanimous decision, the
court upheld the right of the Cali-

fornia Insurance Department to

enforce the rollback on insurers
that earned more than a 10% rate
of return on equity in 1988.

"The rate regulations are valid
on their face and necessary and
proper for the implementation of
Proposition 103," Justice Stanley

Mosk wrote for the court in 20th

Century Insurance Co. vs, Gara-

mendi. The 10% average was
based on the actual returns insur-
ers achieved between 1980 and
1989, he pointed out.

The court also said a uniform
set of future rate-setting regula-
tions that prevent all property/
casualty insurance companies
from earning more than a 10%

Continued on page 31

Reforms pay dividends

Managing comp benefits
produces big savings in Florida
By CHRISTINE WOOLSEY

Applying managed care techniques to workers com-
pensation is creating increasingly bigger savings for par-
ticipants in the second year of a pilot program in Flor-

ida.

An analysis of the second and final year of the pilot
program shows it has cut workers comp medical costs by
more than 50% in the second year, compared with
nearly 40% savings in the first year of the program.

Also, managed care has lowered utilization of hospital
services, resulted in lower and less costly usage of physi-
cians' services and reduced indemnity claims.

"The project analysis clearly demonstrates that man-
aged care can provide an effective medical deliv-

Work comp claims, premiums
dropping in California
By ROBERTO CENICEROS
Workers compensation claims and related employer

premiums have dropped in California thanks to three
years of mforms, according to a IEent progress report is-

sued by the governor's office.

1994.

Continued on page 21

Worker stress often leads to litigation

Employers

By JOANNE WOJCIK

NEVW ORLEANS-Consider this
scenario: Your computer systems
manager has just been admitted
into a mental hospital after run-
ning out of the office in a panic.

She had been put on probation
for poor performance and was
about to be fired, and her co-
workers recently began to notice
she was muttering to herself and
exhibiting bizarre behavior while
working overtime trying to debug

The number of indemnity claims per $1 million of pay-
roll plummeted by more than 24% between 1991 and
1993, according to preliminaly data cited in the report.
The report, prepared by the Department of Industrial
Relations, said the downward trend is continuing for

The minimum workers comp premium paid by Cali-
fornia employers has dropped by more than 19%, the re-
port shows. For example, in the iron and steel industry,

Continued on page 22

navigate liability maze

a new software program.

What you, as her employer,
didn't know was that she had
been taking tranquiilizers pre-

scribed by a
psychiatrist
/ I A who was treat-
ing her for de-
pression and
anxiety related to a bitter divorce
proceeding. She is fighting for
custody of her children, but her

husband is alleging that she is an
unfit mother because she under-

went treatment for depression
several years ago, long before she
came to work for you.

And she has just been notified
by your third-party administra-tgr
that your self-insured health plan
will not cover her hospitalization
because she failed to obtain pre-
certification.

Now which of the following
workplace laws apply:

= The Americans with Disabili-

ties Act?

Continued on page 10

Physician-hospital organization
a hybrid of provider and insurer

By JOANNE WOJCIK
and LOUISE KERTESZ

Health care providers that have
been complaining about the con-
straints imposed on them by in-
surers under managed care may
have found a solution: If you can't
beat 'em, join 'em.

As they assume more financial
risk in the form of capitation
agreements for delivering man-
aged care, providers are getting
into the insurance business,

The *iN,
#ed eue Val
11¢Ad¢e

whether they realize it or not.

In fact, some provider-led deliv-
ery systems-particularly provid-
er-hospital organizations, or
PHOs-are bearing a significant

amount of risk and keeping more
of the premium dollar than the
health insurers and health main-
tenance organizations with which
they contract.

That has some state insurance
regulators and health care indus-
try experts worried about the ex-
posure of these largely unregu-
lated provider networks.

For example, under "global
capitation," in which PHOs ac-
cept capitated fees for both physi-

Continued on page 18
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- A Flor:da pilot program shows managed care lowers
employers' workers comp costs while keeping employees
satisfied, one of this week's editorials says. PAGE 8

= A new European broker network has been established
to offer trokerage and risk management services to mid-
sized multinational European companies. PAGE 23

« Econonic recovery is helping Hungary's insurance in-
dustry position itself for growth. PAGE 23

= The NAIC has made its draft on insurer investment

guidelines simpler and more flexible. PAGE 31
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Alfa Insurance group
Allendale Mutual Group
ALLIED Mutual Insurance Group

American International Group

American Re-Insurance Co.
Amica Mutual Insurance Co.
Auto-Owners Insurance Group
AVEMCO Insurance Co.
California State Auto Assn.
Canal Insurance Group
Chrysler Insurance Co.

Chubb Insurance Group
Cincinnati Insurance Group

Doctors Co., an Interinsurance
Exchange

Dorinco Reinsurance Co.
Empire Fire & Marine Group
Employers Reinsurance Group

Erie Insurance Group

Frankenmuth Mutual Insurance Co.
GEICO
General Reinsurance Group

Georgia Farm Bureau Mutual
Insurance Co.

GRE Insurance Group

Guaranty National Insurance Co.
Gulf Insurance Group

Horace Mann Insurance Group
Integon Indemnity Group

Interinsurance Exchange, Automobile
Club of Southern California

Medical Protective Co.

Mercury Casualty Group

National Indemnity Co.

National Re Corp.

New York Central Mutual Insurance Co.
New York Marine & General Group
NORCAL Mutual Insurance Co.

North Carolina Farm Bureau

Mutual Insurance Co.
Northland Insurance Group
Ohio Casualty Insurance Co.
Quincy Mutual Insurance Co.
RLI Insurance Group

SAFECO Insurance Group

St. Paul Cos. Inc.

Tennessee Farmers Mutual

Insurance Co.
Underwriters Reinsurance Group

United_Fire & Csual-Group_

United National Insurance Group
Universal Underwriters Insurance Group
USU Group

W.R. Berkley Corp

Zenith National Insurance,Group
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Ward's Top 50 offers

versatile benchmark

By DAVE LENCKUS

Uncomfortable with the little-known sur-
plus lines insurer your broker found to
write a hard-to-place risk, especially be-
cause insurer rating agencies have not eval-
uated the company?

Wondering about the risk-based capital
ratio of your pension annuity underwriter?

To help insurance buyers analyze their
markets more thoroughly, management
consulting firm Ward Financial Group since
1991 has offered a number-cruncher's
candy store of financial performance infor-
mation on all licensed U.S. insurers and re-
insurers. More importantly, the firm offers
a benchmarking system to determine how
palatable those numbers are.

In separate annual reports on property/
casualty and life/health insurers, Ward Fi-
nancial has exhaustively benchmarked how
each company performs against the 50
property/casualty and 50 life/health insur-
ers that it says have been both the safest
and most profitable in the country over the
past five years.

The firm identifies its so-called Ward's 50

based on numerous solvency and income

Ward's Total
50 Industry

Combined ratio 100.4% 108.4%
Return on average
equity 18.2 10.6
Risk-based capital
ratio 301.2 233.7
Surplus/assets 31.7 24.9
Loss ratio 64.2 69.8
LAE ratio 12.7 12.9
Underwriting expense
ratio 24.3 25.8
Commercial multiple
peril loss and LAE ratio 67.3 72.9

GRAPHIC BY MIKE GARVEY

criteria (see story, page 20).

"A lot of people say you can't have your
cake and eat it too--that you can't have
profitability and be safe at the same time.
This analysis proves that's just not true,”
said John L. Ward, chief executive officer of
the Cincinnati-based firm.

But, the names on the lists in the just-re-
leased 1994 Ward's Results reports, which
slice and dice insurers' financial results
from 1989 through 1993, aren't as impor-
tant as why the companies are on the lists,
Mr. Ward points out.

Insurance buyers can use the numerous
Ward's 50 benchmarks to etch a clearer pic-
ture of the financial wherewithal of the
companies they plan to entrust with their
Insurance programs.

Indeed, Ward Financial does not rank the
50 insurers. Mr. Ward at one time even con-
sidered not revealing which insurers com-
prise the lists.

"We wanted the industry to focus on the
benchmarking of the 50, not the ranking of
the top 50," Mr. Ward said. "The whole in-
tent is that the averages of that group of
companies is a benchmark."

So insurance buyers concerned about a
company's risk-based capital ratio can
compare it against the 286.9% ratio for the
Ward's 50 life/health insurers and the
301.2% ratio for the Ward's 50 property/ca-
sualty insurers over the past five years.

Or, risk managers can quickly find how a
liability insurer's surplus as a percentage of

assets compares with the Ward's 50 proper-
ty/casualty insurers' 31.7% over the past
five years. Benefit managers can compare
an underwriter's ratio of mortgage loans
and real estate investments to total invested
assets with the Ward's 50 life/health insur-
ers' 14.2% mark.

Various ratios and other financial mea-

surements, though, should be analyzed to-
gether rather, than on their own to better
understand an insurer's overall strength,
performance and stability, Mr. Ward em-
phasized.

In addition to benchmarking against the
Ward's 50 insurers, insurance buyers also
can use Ward's Results to measure their in-
surers' solvency and performance against
peer group and industry averages.

The reports also are designed to help bro-
kers identify safe markets and to assist in-
surers in mapping out their long-term busi-
ness strategies.

Mr. Ward and various members of his
firm's property/casualty and life/health ad-
visory councils concur that the reports com-
plement-not replace-rating services.

But, the reports fill a big information
chasm that rating agencies don't fill, said
the 38-year-old Mr. Ward, who detected
this need while he was a partner and the na-
tional practice director of insurance and
bank consulting for Deloitte & Touche.

For example, A.M. Best Co. of Oldwick,
N.J., the agency that rates the greatest num-
ber of insurers, issues letter ratings for
1,814 property/casualty and 881 life/health
insurers. It also assigns numerical financial
performance ratings to 475 insurers that are
ineligible for a letter rating.

In contrast, via computer tape, Ward Fi-
nancial obtains from the National Assn. of
Insurance Commissioners the financial re-
ports that all 2,921 licensed property/casu-
alty insurers and 1,722 licensed life/health
insurers must file annually with regulators.

Ward Financial cross checks the numbers
for sample insurers against their annual re-
ports, and it compares its various industry
totals with insurer trade groups' figures.

Then, for the 1,499 property/casualty in-
surers with more than $10 million in net
earned premiums and the 1,195 life/health
insurers with more than $5 million in assets,
the reports crank out numerous ratios and
other financial measurements.

The reports highlight, among other
things, the insurers' premiums, surplus, net
income, combined ratio, risk-based capital,
asset quality and mix, liabilities mix, capi-
tal adequacy, expense management, loss re-

serves and performance in various product
lines.

Summaries of insurers' income state-

Continued on page 20

Ward's Total
50 industry

Return on average equity 16.9% 13.6%

Return on average assets 2.0 1.3

Risk-based capital ratio 286.9 198.2
Mortage loans and real estate
as a % ot invested assets 14.2 22.0

Non-investment grade bonds
as a % of invested assets 3.1 4.7

Total high-risk assets as a

% of invested assets 5.0 7.8

Net interest spread on

life interest 5.5 5.1

Group annuity premiums as
a % oflotal premium income 15.2 25.2

-€He.3 "
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AFLAC
Alfa Life Insurance Co.
All American Life Insurance Co.

American Family Insurance Co.

American General Life & Accident

Insurance Co.

American Heritage Life Insurance Co.
American Life Insurance Co.
American National Insurance Co.
Ameritas Life Insurance Corp.

AMEX Life Assurance Co.

Central National Life Insurance Co.
Cincinnati Life Insurance Co.

Country Life Insurance Co.

Equitable Life insurance Co. of lowa

Farm Bureau Life Insurance Co. of

Michigan

Farmers New World Life Insurance Co.
Federated Life Insurance Co.

First Colony Life Insurance Co.
Franklin Life Insurance Co.

General American Life Insurance Co.
Great Southern Life Insurance Co.
Guarantee Mutual Life Insurance Co.
Guardian Life Insurance Co. of America
Home Beneficial Life Insurance Co.
Horace Mann Life Insurance Co.
Indianapolis Life Insurance Co.
Jefferson-Pilot Life Insurance Co.
Kansas City Life Insurance Co.
Lamar Life Insurance Co.

Liberty Life Insurance Co.

Life Insurance Co. of Georgia

Life Insurance Co. of Virginia

Life Reassurance Corp. of America
Midland National Life Insurance Co.
Mutual of America Life Insurance Co.
Mutual of Omaha Insurance Co.

New York Life Insurance Co.
Northwestern Mutual Insurance Co.
Physicians Mutual Insurance Co.
Primerica Life Insurance Co.

Sentry Life Insurance Co.

Southern Farm Bureau Life

Insurance Co.

Transamerica Life & Annuity Co.
Trustmark Insurance Co.

United Insurance Co. of America
United Investors Life Insurance Co.
UNUM Life Insurance Co. of America
USAA Life Insurance Co.

Western & Southern Life Insurance Co.

Western National Life Insurance Co.

GRAPHIC BY JERRY PARKS



4 / August 22, 1994, Bustness Insurance

Ti re fi re resents Pnme Group He added duced emissions greater than the the fire-fighting efforts next door federal Bureau of Alcohol, To-
that he had no knowledge of any safety standards set by the Fed- General American has not filed bacco & Firearms are trying to de-
sublease between Clark Material eral Agency for Toxic Substances any claims with its insurer to re- termine the cause of the fire,
Continued from page 1 and Rubber Matenal & Disease Registry in Atlanta coup the costs of its cleanup, the which could determine what cov-
lessor to indemnify the sublessee Theodore Stacy, the lawyer for A spokesman for East Chicago spokeswoman said "We are in- erage would be triggered to pay
Rubber Matenal has not had 11- the residents, also said he knew of said that only one remaining "hot vestigating all our options, and we for damages and evacuation costs,
ability insurance since August no relationship between the two spot” is occupying firefighters' at- are talking to our insurers " as well as cleanup costs
1993 when a $1 million general 11- firms, but said that if Clark Mate- tention now, and that the emis- The city itself may seek com- Clark Material has a $1 million
ability policy issued to both Rub- rial did sublet the property to sions are down to about zero pensation for its firefighting ex- commercial general liability pol-
ber Matenal and Clark Material Rubber Material, "we willl plead According to their complaint, penses, said Jim Fife, special icy with United National Group
by Classic Syndicate Inc of the It- Clark in (the suit) later " which was filed Aug 9 in the counsel "We hope to have the fire in Bala Cynwyd, Pa, which re-
linois Insurance Exchange was re- Mr Ramch, an attorney with Lake County Circuit Court in officially out by Saturday Once placed Classic Syndicate in April
newed only for Clark Matenal Burke, Murphy, Costanz a & Crown Point, Ind, the residents that's completed, we'll focus on 1994 as the primary liability in-

Prime Group is the managing Cuppy in East Chicago, acknowl- suffered a host of ailments and what our costs were over and surer
agent for a limited partnership edged Clark Material will "proba- were deprived of the use of their above normal firefighting ef- Ken Garcia, vp of claims for
that leased the East Chicago bly" get involved due to its leas- homes forts ™ United National, said that the
property to Clark Material, which ing arrangement One area business also had to be The fire did "take its toll on CGL policy does not cover Rubber
then sublet the property to Rub- Residents driven from their evacuated General American some of the city's equipment,” Mr Material "The location of the
ber Material with Prime Group's homes by thick smoke and toxic Transportation Corp of Chicago, Fife said But, the city plans first (fire) does not appear on our dec-
acknowledgement, Mr Ranich fumes are now busy cleamng up which operates a facility next to collect whatever funds are laration page,” he said
said During the month-long fire, the door to Rubber Matenal, was available from the EPA and the The policy has an absolute pol-
Prime Group does have a lease Environmental Protection Agency forced to shut down for two Federal Emergency Management lutton exclusion attached, he said
with Clark Material, but not with was called in to monitor dust, fi- weeks, a spokeswoman said The Agency, both of which compen- But Mr Garcia could not say
Rubber Ma terial, said Wayne ber and soot emissions to deter- company did not incur any direct sate efforts to put out hazardous whether any hability from the fire
Boberg, an attorney with Winston mine whether they posed a health property damage, but did have to materials fires could fall under that exclusion
& Strawn in Chicago, which rep- hazard At ItS worst, the fire pro- clean up the dust and debris from Indiana fire officials and the Umted National sent a reserva-
tion of rights letter to Clark Mate-
rial explaining that the location of
the fire did not appear as covered
under the policy, and also alerting
it to the pollution exclusion
To date, the insurer has not re-

ceived enough information to
- deny or provide coverage "No
third-party claims have been filed
yet, and we don't have enough

facts to ascertain any exposure,”
Mr Garcia said

'17 Because Clark Matenal is not

e e named in the complaint, "we have
- no exposure in the true sense of
1" the word," he added However, he

*9,4/3 + noted, "If contractual issues arise,
it would become part of our con-

- * Clark Material and Rubber Ma-
- e r terial are named insureds under a
- I X $1 million first-layer excess policy
I with Homestead Insurance Co,
t I | said Frank Pei'l, director of un-
derwriting for the Secaucus, NJ,
The leasing agent, Prime Group,
has premises liability coverage
with Aetna Life & Casualty Co
Until authorities determine the
cause of the fire, it remains un-
clear what entity 8 responsible
for the third-party claims arising

from the blaze

"That's the $64,000 question,”
said Mr Ramch

Not only is general liability in-
surance at issue, but also property

Rubber Material and Clark Ma-
terial insured three pieces of tire
shredding equipment valued at
$100,000, $125,000 and $250,000
with Classic Fire & Marine Insur-
ance Co of Crown Point, Ind

In April, Rubber Material asked
its agent to eliminate coverage for
two of the least expensive pieces
of equipment because "it was no
longer subject to any financial ob-
ligations,” Mr Ranich said De-
spite follow-up calls by the agent
to the insurer, it wasn't until three
days after the company notified
Classic Fire & Marine of the tire
fire that it proceeded with the en-

Since 1900, Skandia America Re has been doing business in the U.S. In fact, with 93 years of dorsement, he alleges

experience, we are the country's oldest continuing domestic reinsurer. Our core values are A spokesman at Classic Fire &
straightforward-to provide our customers with underwriting excellence and superior customer ga””e’ a “_:_‘t Zf Concord General
. . roup, verified coverage on one
SGI’YIF:G, ;upported by state-of-thg-art technology. And with total assets of more than $1.4 piece of equipment and said cov-
billion, it's no wonder so many insurance professionals count on Skandia America Re erage for the remaining pieces had

for financial protection in the twentieth century and in the decades to come. been discontinued effective April

27 at the pollcyholder's request
# h S That "will be a sublect of litiga-
anmn | ia . tion," Mr Ranich said
( Branch Offices Two other small construction

vehicles owned by Clark Material

New York Atlanta San Francisco i
Skandia America Tel (212) 978-4925 Tel (404) 393-4300 Tel (415) 398-1700 |a_|lso ;Ne;eldestroyed t(’;’ theffl::‘e
artfor nsurance o of the
. . Far (212) 385-8660 F.x (404) 393-9639 Far (415) 398-1544
Reinsurance Corporation . (800) 2427044 _ Mdwest, a unit of ITT Hartford
Rated "A Excellent” by A.M. Best Company Chicago Skandia/Faeman Insurance Group in Hartford,
Tel (312) 236-7833 Norwalk Tel (203) 854-9966 ) .
One Liberty Plaza, New York, NY 10006 Fax (312) 236-3826 Tel (203) 854-9966 Fax (203) 853-4005 Cenn, insured the vehicles and
Tel: (212) 9784700 Fax: (212) 385-2169 (800) 621-9260 Fax (203) 8534005 most hkely will pay the claim

Prime Group owns the damaged
100,000 square foot warehouse
Details of any property insurance
were not available



Alaterial-handling injuries are the leading cause of workers compensation losses. To manage costs, back injuries
must be avoided. Wausau's National Satellite Conference is an important step in doing that. Our seminar will cover
topics ranging from the use of back belts and proper lifting techniques to a review of material-handling equipment.

You'll hear material-handling success stories, and you'll actually see solutions put into the workplace.
On October 5, more than 50 sites across the country will host this satellite conference. Businesses and organiza-

tions with satellite access can also receive the conference at their locations.
Join us. Together, we canhelp prevent material-handling injuries from hurting your workers and your business.

National Satellite Conference

«Material Handling: Your Questions Answered”
October 5
For registration information, calll-800-434-3434 from7:30 a.m. t04 p.m. CDT

NWAUSAU

Wausau Insurance Companies, 2000 Westwood Dr., Wausau, WI 54401 A+ AM. Best Rating
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Ameritech calls on HMO network manager

CHICAGO--Ameritech Inc. is en-
listing the help of a national health
care network manager to simplify
the administration of its contracts
with approximately 40 health main-
tenance organizations.

UltraT.ink Inc., a subsidiary of
Fountain Valley, Calif.-based FHP
International, is acting as an inter-
mediary between Ameritech and its
HMOs, explained Alan Peres, Amer-
itech's manager of benefit planning,
UltraLink will conduct premium
and benefit renewal negotiations and
work with the HMOs on resolving
problems. The firm will serve as a
point of contact for all of the HMOs.

"It takes a lot of work to take care
of 40 HMOs," Mr. Peres commented.
Since Ameritech has been centraliz-
ing its benefit functions, it does not
have the resources to adequately
manage the networks, he said.

"UltrAT.ink can help organizations
such as Ameritech identify and ad-
rninister the best local health care,”
said Armando Baez, president of
Costa Mesa, Calif.-based Ultralink.

Ameritech has 66,500 active em-
ployees and nearly 54,000 retirees.
App=imately 10% of the employ-
ees are enrolled in HMOs; a smaller
percentage of retirees are HMO en-
rollees. Ameritech's employees am
spread over five states.

Xerox Corp. has been successful in

using network managers to alleviate
the administrative burden of con-

tracts with 204 EMOs around the

country (Bl, June 20).

-By Deborah
Shatowitz Cowans

Benefit communications

COLUMBUS, Ind.-A year-long
communications effort has helped
Cummins Engine Co. introduce
changes to its retiree medical benefit
program and move more employees
into a managed care plan.

The plan changes went into effect
early this year at the Columbus,
Ind.-based company and involved
about 5,000 retirees and 3,000 cur-
rent employees.

For about 3,000 Cummins retirees
still living in southern Indiana, it
meant changes in their health care
benefits as well as the introduction
of managed care. The 2,000 retirees
in other parts of the country will
face the same medical plan changes,
but no managed care. The plan
changes include raising deductibles
to $150 for single coverage and $300
for families, up from $50 and $150
respectively, and the introduction of
a 20% copayment, said Deborah
Jones, health care communications

dimetor at Cummins.

About 72 meetings were held for
rEtirees at various sites in the coun-
try, Ms. Jones said.

This was preceded by a letter from
the company president explaining
that spiraling medical costs had
forced the company to make the
changes. At the meetings, a video-
taped message from the president
was presented and senior managers
explained the new changes in a busi-
ness case context-how medical
costs and inflation had added to
Cummins' business costs.

A plan highlights booklet and a
toll-free number that served as a
benefits hotline were also made
available.

Another communications strategy
was used by the company to switch
about 3,000 union workers to a man-
aged care plan from a traditional in-
demnity plan. The workers, who
were affiliated with the Diesel Work-
ers Union, received an information-
packed "pizza" box that included a
videotaped message from the com-
pany pmsident and union leadership
endorsing the new plan.

Benefit Bea#

In addition, special training was
provided to union shop stewards to
better disperse the message.

As a result, by the time the 10-
week telephone enrollment program
of people into the managed care plan
was closed, 98% of union employees
and 96% of retirees had signed on.

The greatest challenge was putting
the "change into a context that
would be meaningful to people on a
personal level," Ms. Jones said.

-By Sameera Khan

Washington state reform

OLYMPIA, Wash.-The Washing-
ton Health Service Commission has

selected on a uniform package of
benefits that employers in the state
will be required to offer full-time
employees.

The proposed package is the latest
step in implementing the state's 1993
health care reform law, which will
require employers to provide a "cer-
tified health plan" offeing a uni-
form package of benefits to full-time
employees and their dependents (BI,
April 12, 1993). Employers are re-
quired to pay at least half the cost of
the plan.

The benefits package is expected
to cost an average of $148 per em-

ployee per month, said a spokes-
woman for the commission. The

package includes specially and pri-
mary care, inpatient and outpatient
hospital care and prescription drugs.

It calls for copayments ranging
from $15 per office visit to $150 per
day for a mamum of five days of
inpatient hospital services. There is
no copayment for preventive care.

The mandatory package will be
phased in for employers with more
than 500 employees beginning in
July 1995.

"It's too expensive," said Julia Por-
ten governmental AffA irs manager
for the Assn. of Washington Busi-
ness, which replesents 3,200 mostly
small and medium-sized employers.
"Many employers am 1001cing at it

and saying, 'l already provide that
for much less." "

However, the commission main-
tains that the basic package's price

would be consistent with what em-

ployers currently pay for similar em-
ployee health plans.

The six-member commission was
created by the Health Service Act of
1993. The panel will hold several
public hearings over the next few
months on the health reform plan
before making final mcommenda-
tions to the Ikgislature in December.

Separately, several health cam or-
ganizations in the state have formed
the Washington Health Care EDI
Group to link their information sys-
terns to operate more efficiently once
reforms take effect. Among partici-
pants in the project are Blue Cross
of Washington & Alaska and Gwup
Health Cooperative of Puget Sound,
a health maintenance organization in

Seattle.

-BY Roberto Ceniceros

How can you get customized solutions

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

At American Re, we have a different way of

approaching risk. We start by assigning a
multidisciplined team of specialists to analyze

a client's business from the inside out. We'll call

on experts in treaty, facultative, actuarial, claims
or finite risk. Whatever the mix, they'll work

together to build and deliver a customized
reinsurance program that works for our clients,

not just for us.

Our goal is to serve our clients as a consistent,

strategic partner. To start at the conceptual phase



Confed

Continued from page 1

ized the 1991 failures of Mutual
Benefit and Executive Life Insur-
ance Co.

What prompted the U.S. actions
was the Canadian government's
Aug. 12 takeover of Confed Life.
Regulators said that the Toronto-
based company's real estate losses
and slumping mortgage portfolio
were compromising its liquidity (Bl,
Aug. 15). Confederation Trust Co., a
banking unit, was also seized.

Action in all three jurisdictions in-
cludes suspending policy surrenders
until further notice.

Immediately after takeover, the
state of Washington independently
issued a cease and desist order
against Confed on Aug. 12.

In the United States, Confed
wrote group and individual life and
health insurance, and stop-loss in-

surance for self-insurers. Total U.S.
net premiums written last year were
$1.05 billion Canadian ($793 mil-
lion).

Confed's 1993 group life and
health net premiums written world-
wide totaled $194 million Canadian
($146.5 million). Group pension and
annuity business amounted to
$924.9 million Canadian ($698.7
million) last year. Individual insur-
ance and annuities amounted to
$1.08 billion Canadian ($815.8 mil-
lion).

The regulatory measures insulate
Confed from a policyholder run and
preserve its $19.2 billion Canadian
($14.5 billion) in worldwide assets.
The company also has $33 billion
Canadian ($24.93 billion) in assets
under management.

Confed's Canadian liquidator,
Peat Marwick Thorne Inc., said reg-
ulators in Canada have three goals:

* To ensure that Canadian group
membens are paid in full.

- To see that individual Canadian
policyholders get paid the full value
of current benefits from Canada's
life and health guaranty fund.

A Peat Marwick Thorne spokes-
man said Canada's guaranty fund
payment limits for individual inves-
tors are: $200,000 Canadian
($145,120) for death benefits,
$60,000 Canadian ($43,536) for
health benefits and $2,000 Canadian
($1,451) per month on annuities.

« To preserve the company's as-
sets so that Canadian operations are
more attractive to sell in pieces, as is
maquired under Canadian law once
an insurer is seized, or to make it
possible to rehabilitate, as will likely
happen in the United States.

"This could go on for a number of
months. With surrenders suspended,
we can move forwiard selling pieces
of the company to the appropriate
buyers for appropriate prices," said
the Peat Marwick spokesman.

INn the cases of Mutual Benefit
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Life and Executive Life, policyhold-
ers had depleted millions of dollars
of assets by the time regulators
stepped in. Following the takeovers,
payments to policyholders and
creditors were delayed or cut
under complicated rehabilitation
plans.

Canadian law leaves regulators no
choice but to liquidate a seized in-
surance company.

Sun Life Assurance Co. of Canada
last week acquimd Confederation
UK. Holdings P.L.C. in its entirety.
Terms of the deal were not dis-
closed. Confed's UK operations
had assets valued at $1.9 billion as
of year-end 1993 and profits of
$54.2 million Canadian ($40.9 mil-
lion).

Next on the block is Confed's
group life and health unit-which
covers more than 2,000 groups en-
compassing more than 1 million

people--and then the company's in-
dividual life and health business.

ghen you're given fossilized answers?

and work together to actualize their vision. To give
them well-conceived products and services
that provide stability regardless of fluctuations in

the market cycle.

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

you're history.

TAMERICAN

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

Atlanta, Bermuda, Bogota, Boston, Brussels, Cairo, Chicago, Columbus, Dallas, Hartford, Kansas City, London,
Los Angeles, Melbourne, Mexico City, Minneapolis, Montreal, New York, Philadelphia, Princeton, San Francisco, Santiago, Singapore, Sydney, Tokyo, Toronto, Vienna

Great-West Life Assurance Co., a
unit of Montreal-based Power
Corp., is likely to be among many
bidders for the commercial business
in Canada. Great-VWest had all but
agreed to inject $225 million into
Confederation Life earlier this year,
a move that probably would have
staved off regulatory intervention.

That deal ultimately fell through,
as did a later planned investment of
$600 million from a consortium of
U.S. and Canadian insurers. That's
when the government intervened.

Great-West is also likely to as-
sume control over much of Confed's
U.S. group life and health opera-
tions, and already has in some cases,
said a source familiar with Confed's
U.S. business. Officials at Confed's
U.S. office in Atlanta declined to
cornrnent.

In the aftermath of the takeovers,
analysts insist that Confederation
Life technically was not insolvent.
Instead, Confederation Life was fae-
ing a liquidity problem and was

very susceptible to a run by policy-
holders.

"Confederation Life's assets are
not sufficient to give adequate pro-
tection to policyholders and Credi-

tors," said Doug Peters, secretary of
state for international financial in-

der.

Confederation Life reported 1993
assets of $9.4 billion Canadian
($7.10 billion) in the United States,
$7.9 billion Canadian ($5.97 billion)
in Canada and $1.9 billion Cana-
dian ($1.43 billion) in the United
Kingdom. The insurer reported lia-
bilities of $8.6 billion Canadian
($6.49 billion) in the United States,
$7.8 billion Canadian ($5.89 billion)
in Canada and $1.8 billion ($1.36
-blion) in the United Kingdom.

Confed's year-end statutory capi-
tal was $1.2 billion Canadian
($906.5 million).

Generally, life and health insurers
try to have capital equal to 7% to

10% of liabilities. bn Confederation

Life's case, capital was roughly
6.6% of liabilities.

The insurer posted a consolidated
net operating loss of $29 million Ca-
nadian ($21.9 million) for 1993.

"We see this action as forward
planning," said Larry Mayewski, a
senior vp with A.M. Best & Co. In
the weeks before the takeover, Best
cut Confed's rating to B++ from A-.
Standard & Poor's Corp. also down-
graded Confed to BBB+ from A+.

"The rating downgrades, the pull-
outs by Great-West and the consor-
tiums, and growing policyholder
concern created a very tenuous situ-

pany's position was weakening.
Regulators knew there was interest
for pieces of Confed, and they be-
lieved they could ultimately sell it in
pieces if it was stable in structure,"”
Mr. Mayewski said.

He said Confed was fast ap-
proaching a level of assets relative
to liabilities where "even a small
run would cause the selling off of its
liquid assets, leaving it only with
holdings in real estate. And, a full
run would have seriously disadvan-
taged any policyholders left over."

"The vibes we were getting were
that with industry intervention, they
could make it through. However, it

terbacking by potential investors
showed them that they could do
better by taking a piece of Confed
during a wind down rather than
putting money into the company,”
added Mr. Mayewski.

Shelly Harris, an analyst with
Standard & Poor's Corp., said that
when industry financing for Con:fed
evaporated, the company was
"clearly damaged and susceptible to
a run by policyhol(lens." Further-
more, she noted, that much of
Confed's bank financing commit-
ments are close to expiring.
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No longer an
Florida, centinugs. foJeporf tramendous success

aged care to workers compensation.

However, rather than declare victory and widen the
program for potentially greater savings, the state con-
tinues to move slowly and cautions that those savings
might not be replicated with other programs.

Why not? While it's true that the same degree of
savings might not be realized in another plan, this
program and countless others illustrate that managed
care can lower employers' workers comp costs while
maintaining employee satisfaction.

As we report on page 2, Florida's pilot managed
care program has saved the state 50% in workers
comp costs in its second year, compared with a con-
trol group in a traditional fee-for-service arrange-
ment. That's on top of 38.5% savings in the program'’s
first year. Not only has the cost containment trend
been sustained, it's grown!

When this experiment was launched in 1991, it was
among the pioneering efforts to introduce managed
care to workers comp. Since then, the trend has snow-
balled, spreading to other states and proliferating
among private workers compensation insurers and
payers.

Research from the Workers Compensation Research
Institute shows what managed care can do. A report
released earlier this year shows that preferred pro-
vider networks can cut employers' workers comp
medical costs by 14% to 50%, health maintenance or-
ganizations and capitation can cut costs 10% to 60%
and utilization management can trim 5% to 15% off

experiment

*AGED L
CARE]

"fF YOU CM'T TOb TI\Kt,
1*RE YOU DO NEEb GLASSESN\!"

costs (BI, March 14).

Although some aspects of managed care are not
readily applicable to the complex workers comp envi-
ronment because of political and legal considerations,
the results indicate that savings can be achieved with
measures available to employers-measures already
in place in many areas of the country.

It is time Florida and others that have been slow to
embrace managed care for workers compensation rec-
ognize that it is no longer an experiment-it works.

Close pension loopholes

e're glad to see that after months of ignoring the

issue, congressional leaders are making a new
push to pass legislation that would improve pension
funding and shore up the financial base of the Pension
Benefit Guaranty Corp.

Two House committees with jurisdiction over the
PBGC have recently approved reform legislation, while
Senate Finance Committee Chairman Daniel Patrick
Moynihan, D-N.Y., also has pledged action.

Congress last passed legislation that was supposed to
cure the PBGC's financial ills in 1987. Nearly seven
years later, the shortcomings of the last legislative ef-
fort-and the need for greater reforms-are apparent.

The 1987 law had so many loopholes that some com-
panies don't even have to come close to funding prom-
ised benefits. When those companies fail, the PBGC has
to take over enormously underfunded pension plans.
Over the long run, that increases the premiums employ-
ers pay to support the agency.

The new pension reform legislation would close many

of those loopholes.

One loophole, for example, now allows employers too
much latitude in estimating the ages at which pension
plan participants will die. To address this problem-re-
ally a gaming of the system-the new legislation would
require greater uniformity in mortality assumptions.

The new legislation also would require more employ-
ers with underfunded plans to speed up contributions.
Employers with plans that are less than 60% funded
would have to fdnd any benefit increases within five
years. That special funding standard now only applies
to plans that are less than 35% funded.

Accelerating funding is common sense. If comi;anies
had to fund benefits more quickly, they would be more
realistic in what they promise.

With the 20th anniversary of the Employee Retire-
ment Income Security Act just around the corner, a fit-
ting recognition would be enactment of legislation to
ensure the financial viability of the federal insurance
program that is one of ERISA's bedrocks.
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Letters

Thinking outside the

To the editor: | read with interest your
Aug. 1 article on outsourcing, "Out-
sourcing Regarded as a Necessary Evil
by Some Risk Managers."

It is interesting to note that most of

Business Insurance welcomes Zet-
ters from its readers. Please keep
your comments as brief as possible.
We reserve the right to edit letters for
darity or space. We wilt not publish
unsigned letters. Send your com-
ments to Letters to the Editor, Busi-
ness Insurance, 740 N. Rush St., Chi-
cago, IU. 60611-2590.

the comments indicated that outsoure-

ing all of the risk management functions
to a broker doesn't make sense. | would
agree.

| disagree, however, with the thought
that "outsourcing risk management is a
short-term, ineffective solution. .”
Why? Because since 1986 my firm has
successfully served as a full-service risk
management and claims department to
several well-known Fortune 250 compa-
nies-and we are not a broker. Just re-
cently we added another Fortune 250
firm to our fold.

The concept works, but it is highly de-
pendent upon the commitment and com-
petence of the service provider. Our eli-

box' on outsourcing

ents would attest that we are far more
involved and informed about them than
their former risk management groups.

Thinking outside the typical box
about outsourcing presents interesting
opportunities for companies and their
risk managers.

Both parties can win when risk man-
agers are willing to outsource them-
selves, and then provide full services to
their former employers and to others. To
do so, however, does take someone who
is willing to risk.

David C. Hatch
President
Risk International

Akron, Ohio
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partnership is powered by the esteem tliat is gener-
ated when companies endeavor to understand each other s
business, corporate culture and needs. * By aclnowledging
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Stress

Continued from page 2

« The Family and Medical Leave
Act?

« Workers compensation?

- The Employee Retirement In-
come Security Act of 19747

+ The health care reform legisla-
tion now being debated in Wash-
ington?

= All of the above?

If you chose "all of the above,"
then you came to the same conclu-
sion as a panel of employment law-
vers who spoke on "Stress and
other Workplace lliness" at the re-
cent American Bar Assn. annual
meeting in New Orleans.

"With the advent of the passage
of the Americans with Disabilities
Act in 1990, and more recently
with the Family and Medical Leave
Act, and of course with the new
health care legislation by the
Clinton administration on the way,
we have found that there are a
number of laws that interrelate on
the issue of workplace stress," ob-
served Marc L. Zaken, an attorney
with Cummings & Lockwood in
Stamford, Conn., who moderated
the session.

Employers are caught between a
rock and a hard place when it
comes to defending lawsuits alleg-

NEwW

ing discrimination related to stress
and other workplace illness, said
John B. Lashbrook, a partner with
Conklin & Roadhouse _in Chicago,
during an interview that followed
the panel discussion.

Employers are barred by law
from making inquiries about an
employee's medical history if they
suspect a disability that would
come under the ADA, he ex-
plained.

And the employer could face
medical malpractice liability if a
disabled employee receives inade-
quate treatment for stress-related
condition from the employer's in-
house employee assistance pro-
gram, he added.

It's like walking a tightrope, ac-
knowledged Kerry E. Notestine, a
partner with Bracewell & Patter-
son in Houston, who also partici-
pated on the panel.

Fortunately, he said, employers
win about 90% of such cases,
though that doesn't stop employees
who believe they have been dis-
criminated against because of
stress-related illnesses from filing
suit

In fact, plaintiff's attorney Mari-
lyn D. Barringer of Oklahoma City
recommended that lawyers seek
every possible avenue for obtaining
coverage on a disabled employee's
behalf, whether through the work-

POLICE

ers comp system or under the ADA.

"There is potential in any state
for liability on the part of the em-
ployer for this lady's medical care,"
she said of the aforementioned hy-
pothetical situation.

Ms. Baninger said that if she
were this woman's lawyer, she
would also sue the employer and
the TPA for working together to
develop a benefit structure that
discriminates against individuals
with mental problems that require
emergency hospitalization.

"Would the precertification re-
quirement be the same if the em-
ployee were in an auto accident?"
she queried.

While the employer could not in-
quire about the employee's medical
treatment in connection with her
deteriorating job performance, the
employer could ask if the overtime
was a problem and offer to give her
some time off without revealing
any of her personal or medical
problems, Ms. Barringer suggested.

"If she's exhibiting irrational be-
havior, the work management team
should make an inquiry," she said.

While "most of us think of peo-
ple in wheelchairs when we think
of the ADA," mental disabilities
like the hypothetical case de-
scribed above "represent the sec-
ond-highest number of claims un-
der the ADA\," Mr. Notestine said.

NEW
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The most frequent type of disabil-
ity claim filed under the ADA is
for back impairment, he noted.

But rnental disabilities are corn-
plicated, requiring employers to
consider numerous factors before
determining an employee's eligibil-
ity for accommodation under the
1992 federal law.

"You need to look at the nature,
the severity and the duration of the
disability," he said. As in the above
example, the person may have a
history of mental disability that
could continue, "but a doctor may
or may not say this is of long dura-
tion.”

A broken leg is not a disability
under the ADA. Similarly, this
mental problem may not be a dis-
ability"” if it can be treated and
cured, Mr. Notestine said.

"To determine if someone is cov-
ered (by the ADA) they have to
have a mental impairment that
substantially limits one or more
major life activities," he said, add-
ing, "Interestingly enough, the
ADA has defined 'ability to work’
as a major life activity. If it's bad
enough that she leaves work, then
that would be the basis for finding
coverage" under the act.

But "it's not sufficient that she
be unable to work at a particular
job. If her stress level is too high
for her to do that job (debugging
the software), and she can do an-
other job, she wouldn't have limi-
tation of a major life activity," he
explained.

Even though the employer is pro-
hibited from calling the employee's
physician to inquire about her
medical state, the employer can
send a letter to her doctor asking if
she can continue to perform the
functions of her job with reason-
able accommodation, according to

Mr. Notestine.

And if the employee says she
needs some accommodation, the
employer can ask her doctor what
accommodations are necessary, he
said.

Fortunately, employers have
more rights under the Family and
Medical Leave Act, which permits
employers to ask for a diagnosis
before granting leave.

And, most state workers com-
pensation laws have been tight-
ened in recent years to make it
more difficult for employees to
seek benefits if their job is not the
predominant cause of a stress-in-
duced illness, said Conklin &
Roadhouse's Mr. Lashbrook.

Self-insured employers that re-
strict health benefits for certain ill-
nesses still are protected for such
actions under ERISA, but only if
they do so indiscriminately, ac-
cording to Roxella T. Cavazos, an
attorney with Chamberlain,
Hrdlicka, White, Williams & Mar-

tin in Houston.

But changes proposed under
both the Clinton and Mitchell
health reform plans would require
self-insured employers to state spe-
cific reasons for denial of coverage
and provide information on how to
appeal the denial, reported Robert
Fitzpatrick, a senior partner with
Fitzpatrick & Verstegen in Wash-
ington.

Failure to do either would result
in approval of the claim for cover-
age, he said.

While it's tricky to determine
which law will apply in situations
like the hypothetical example,
there's one thing employers can al-
ways count on, said Vickie
Vreeland, a lawyer with Gordon
Thomas Honeywell in Seattle: The
state or federal law that gives em-
ployees the greatest benefits will
certainly be invoked. 1=

Advance planning
for disasters crucial

L.A. officials review disaster response

By JOANNE WOJCIK

NEW ORLEANS-Los Angeles
County's civil authorities have

had a lot of ex-

man-made.

perience pre-
paring for di-
sasters, whether

Nnatural or

"We've handled just about ev-
erything but the killer bee, and
it's at our border,” quipped
Patrick 0. Devaney, commander
of the Los Angeles County Sher-
iff's Department.

But nearly 30 years of continu-
ous debacles-from the 1965
Watts riots to this year's earth-
quake, brushfires and floods-
haven't made authorities compla-
cent in volatile Southern Califor-
nia.

"The importance of having a
plan in effect at all levels of gov-
ernment cannot be overempha-
sized," stressed Los Angeles Mu-
nicipal Judge Francis A. Gately
Jr.

While few parts of the country
experience disasters with the
same frequency and magnitude as
Southern California. "I'm not
aware of any place on Planet
Earth where you can say for sure
that you'll never have to face an
emergency situation,” he said.

"l think it behooves everyone in
government to prepare for and to
anticipate the type of emergency
that might arise” in their commu-
nity, Judge Gately said.

Both city officials spoke during
a panel discussion at the recent
American Bar Assn. annual meet-

ing.

Mr. Devaney credited the 20-
year-old Countywide Civil Justice
Coordinating Council with en-
abling the region to survive the
recent spate of disasters.

The council is composed of the
L.A. County Sheriff's Depart-
ment; the county Board of Super-
visors; the county's chief adminis-
trative officer; the district attor-
ney and public defender; the pre-
siding judges of the county and
municipal courts; the chairmen of
the judges' associations; and the
head of the county probation de-
partment.

Meeting monthly, the has devel-
oped a 30-page plan that must be
updated continuously "because
one of the things in it is every-
body's name and phone number,”
said Judge Gately. "Think about
that. In an emergency, how are
you going to get hold of every-
body?"

So far one of the most signifi-
cant lessons the various disasters
have taught county authorities is
that information must be coordi-
nated whether it is going to
county personnel or to the general

public, according to Mr. Devaney.
Governmental authorities also

must have immediate access to
additional resources and person-
nel from other communities to ef-
fectively mobilize against a

threat, he added.
"Communication is extremely
important," agreed Judge Gately.
"You almost have to look at it as a
military operation. It is really im-
portant to establish lines of com-
Continued on page 14
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AlIDS In the workplace

By JOANNE WOJCIK

NEW ORLEANS-A one-size-
fits-all policy won't adequately
protect employers from liabilities
associated with employees who
have tested positive for the virus
that causes AIDS, employment
lawyers say.

"It's a disease that's unique to
each patient,” explained Daniel
Emerson of Bose, McKinney &
Evans in Indianapolis.

Rather than implementing a
uniform policy for employees who
test positive for the human immu-
nodeficiency virus or suffer from
AIDS, Mr. Emerson advises em-
ployers to meet with the employee
as soon as they learn of the infec-

tion and ask that employee what
he or she wants to do.

Employers advised to have flexible policy

"Fashion an individually mod-
eled AIDS plan for this person,”
Mr. Emerson told a group of law-
yers at the recent American Bar
Assn. annual meeting.

"It takes some

/H
some good will
on both sides," he said. But an in-

dividualized approach will mini-

mize exposure to liability under
the Americans with Disabilities

time, it takes

some compas-
sion and it takes

Act, which requires employers to
make reasonable accommodations
for employees with AIDS.

The ADA guidelines require em-
ployers to give employees with
AIDS extra time for treatment,

such as prophylactic infusion
thei-apy, according to Bless Stritar
Young, a partner with Fulbright
& Jaworski in Los Angeles, who
moderated the session. Those
guidelines also prohibit employers
from discriminating against em-
ployees with HIV or AIDS in em-
ployee benefits, such as health in-

The session opened with the
screening of a segment of "Phila-
delphia," the 1993 film in which a
lawyer with AIDS successfully
sues his firm for wrongful termi-
nation.

The law firm in the film did ev-
erything wrong, Ms. Young said.

But even employers that do ev-
erything right can be sued for the

way they handle AIDS exposure
in the workplace.

Even though workers compen-
sation applies to most employees'’
exposure to AIDS in the work-
place, employees will sue if they
think their employers were negli-
gent, said Mr. Emerson.

As the rate of HIV infection in-
creases among the general popu-
lation, so does a company's

Disaster

Continued from page 10
munication to maintain decision-
making."

Coordinating how information
is provided to the public will pre-
vent the spread of rumors and
might quell fears, Mr. Devanev
said.

"There are too many people
with some information willing to

chances of having an employee
who is HIVV-positive or has
AIDS.

According to the U.S. Centers
for Disease Control in Atlanta,
about one in 250 Americans is in-
fected with HIVV, and the over-
whelming majority are people of
working age who may be unaware

of their infection.

Continued on page 16

talk to the media,” he said. Dur-
ing the 1992 riots, early television
reports estimated as many as
12,500 arrests, double the actual
total of 6,000.

"What we found through our
analysis was that the media would
call the West Covina Police De-
partment and ask, 'How many ar-
rests?' And the clerk who got the
phone call would answer, '500,™
he recounted.

But "what the clerk was actu-
ally giving to the media was the
number of booking numbers
drawn from the automated system

we use in accounting," and not the
actual number of arrests, he ex-
plained.

"So some reporter with a sharp
pencil added up all these booking
numbers, and that's how that
12,500 figure came up."

Inadequate damage assessments

'The riots were a

media frenzy,' as were
the brushfires and the

earthquake, says
Patrick Devaney.

that followed January's earth-
quake also led to the spread of ru-
mors, according to Judge Gately.
To stop the spread of potentially
dangerous rumors, Mr. Devaney
recommends that organizations
designate a single spokesman to
disseminate informatiod to all
media, regardless of whether that
person is communicating with the
print or electronic media, or the
domestic or international press.
T he riots were a miedia

frenzy," as were the brushfires
and the earthquake, he said.

ANd "the situation we're deal-
ing with in a domestic violence
case involving a very notable fig-
ure," he said, referring to O.J.
Simpson, "is the most graphic ex-
ample of media frenzy that I've
ever witnessed.”

Civil authorities faced with di-
sasters also must be able to gear
up for transporting large numbers
of people, whether they are going
to jail or being evacuated from a
disaster site, said Mr. Devaney.

"Going back to our 1992 riots,
in nine days, our transportation
bureau transported 67,000 bodies
from a jail cell someplace to a
courtroom," he said. "The coun-
ty's normal daily passenger load is
around 3,000. Our transportation
bureau has 75 56-passenger
buses.”

"Within the first three hours of
the riot, we had an estimated
7,000 police officers on the street.
Ultimately, we deployed 10,000,
as well as 9,000 military and an-
other 1,000 federal agents."

The riots, which were dispersed
in pockets throughout the county,
"certainly were beyond the capac
ity of the LAPD and the sheriff's

and fire departments,” said Judge
Gately. "The legal system, of
course, was greatly stressed."

But with the massive number of
arrests, it was necessary for civil
authorities in Los Angeles County
to restore order "because people

still have rights.” 111



THE SPIRIT OF AMERICA IS IN OUR SENSITIVITY AND
SINCERITY. OUR CARING AND CONCERN. THE SPIRIT
OF AMERICA. YOU’LL FIND IT IN OUR PEOPLE—MEN

OUR DEDICATION

YOU. THE SPIRIT OF AMERICA. YOU’LL ALSO FIND IT

IN OUR POLICIES—IN THE DIVERSITY OF OUR PENSION
@Nﬁ RETIREMENT PROGRAMS BASED ALWAYS ON
“SOUND GROWTH, NEVER ON UNDUE RISK. AND NOW,
OUR DEDICATION HAS HELPED PLACE US ON THE
WARD FINANCIAL GROUP’S “TOP 50” LIST—FOR THREE
YEARS IN A ROW. THE SPIRIT OF AMERICA. THAT’S
WHAT IT MEANS TO US— AND CAN MEAN TO YOU.

MUTUAL OF AMERICA
666 Fifth Ave., New York, NY 10103




16 / August 22, 1994, Business Insurance

AIDS

Continued from page 14

In addition, the CDC estimates
that more than two-thirds of large
workplaces-defined as those with
2,500 or more employees-and
nearly one in 10 small employ-
ers-those with fewer than 500 em-
ployees-already have an employee
who has AIDS or is HIV-positive.

And despite overwhelming medi-
cal evidence that AIDS cannot be
spread by casual contact, the pub-
lie remains fearful. In some cases,
this fear has developed into hostil-
ity and discrimination toward sus-
pected HIV carriers.

What happens if an employee
suspects he or she has been ex-
posed to the AIDS virus at work by
another employee who has nnade
his or her infection known?

"Everybody is going to blame ev-
eryone else,” responded James
Melancon, a plaintiff's attorney in
New Orleans.

And the employer could be cited
under the general duty clause of
the Occupational Safety and
Health Act, which requires em-
ployers to provide a safe working
environment, added Mr. Emerson.

State workers comp laws will
probably protect employers in such

cases, though an employee who
fears he or she has been infected

with the ALDS virus may still sue
outside of workers comp, alleging

intentional infliction of emotional

distress, he said.

Workers comp laws
may protect
employers in some
AIDS cases, says

Bless Young.

Ms. Young cited as an example a
1993 Montana case in which health

care workers were splashed with

ONLY ONE

D&O0 PROVIDER HAS

AIDS-infected blood while using a
medical device that a hospital had
purchased secondhand to save
money.

"The employer claimed work
comp pre-emption and won," she
said.

In another case, a hospital was
sued by the wife of a hospital secu-
rity guard who had engaged in un-
protected sex with his spouse after
he had been splashed with the
blood of an AIDS patient.

The guard never became HIV-
positive, yet he and his wife sued
for emotional distress and loss of
consortium, Ms. Young recounted.

Fortunately for the employer, the
court found that workers comp
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pre-empted the tort suit, she said.

"But people have recovered on
fear of AIDS," she said.

Recently, for instance, a federal
appeals court allowed a suit under
the Federal Employers Liability
Act for stress related to the fear of
AIDS if workers came within a
"zone of danger" of contracting the
disease at work (Bl, Aug. 8).

But such cases are rare. For the
most part, employers today are
more concerned with accommodat-
ing employees with AIDS under
the ADA.

Plaintiff's attorney Mr. Melancon
advises employees with AIDS to
take legal action early because they
don't know when they could de-
velop a debilitating infection from
the disease.

In addition to seeking time off
for treatment, he said, most em-
ployees with AIDS are concerned
about continued insurance cover-
age, usually beyond the 36 months
prescribed under the Consolidated
Omnibus Budget Reconciliation
Act of 1985.

While self-funded employers are
permitted to cut off coverage for
AIDS patients under the Employee
Retiree Income Security Act of
1974, most employers settle dis-
crimination suits by continuing
coverage, Mr. Melancon said.

"Go to any insurance company
and they'll tell you they'd rather
treat HIVV than neonates because
it's less costly," he said.

While the subject of discrimina-
tory insurance policies hasn't been
tested in court since implementa-
tion of the ADA, employers may be
protected from liability if they
have general limitations on certain
categories of life-threatening ill-
ness, Mr. Emerson said. inl

INnsurers

derailing
reform:

Jackson

NEW ORLEANS-ANy health
care reform measure that CongESS
passes will be but a "shell" of Presi-
dent Clinton's original proposal to

provide universal

coverage, thanks

to the successful
industry, contends Rev. Jesse Jack-
son.

lobbying efforts

of the insurance

"The captains of the insurance in-
dustry show a greater interest in
profits first and people second,”
Rev. Jackson said during a news

conference that followed a speech at
the American Bar Assn.'s annual

meting here.

'With each passing day, lawmak-
ers are taking health care farther
away fmm the people who really
need it," he said. "l think President
Clinton is determined to get some-
thing, but that something may be a
shell.”

Rev. Jackson also said the empha-
sis of U.S. health care delivery must
shift from treating illness to preven-
tion for the system to be cost-effec-

tive.

"Preventive care is a much
cheaper care than desperation care
when a patient is gasping for
breath,” he said, pointing out that
most poor Americans only seek
emergency medical treatment. "l am
convinced that our very attitude
about health care has to change.”

Rev. Jackson's Rainbow Coalition
supports a Canadian-style single-
payer health care system.

-By Joanne Wojcik



Clergy sex abuse suits

Churches taking risk management steps

By JOANNE WOJCIK

NEVVW ORLEANS-Churches of
all denominations are developing
strategies for handling allegations

of sexual abuse

) by clergy mem-
/ WA bers and to pre-
vent future inci-

dents of miscon-

duet.

Defense experts say that
churches that take an active ap-
proach to resolving claims not
only are acting consistently with
the values they espouse but also
are taking the most cost-effective
approach possible.

In most cases of allegations of
sexual abuse by clergy, the plain-
tiffs' motivation is not financial
compensation but rather the ac-
knowledgement that the abuse oc-
curred and the church's willing-
ness to accept responsibility for it,
said Michael P. Flammia, a plain-
tiffs attorney with the firm of
Eckert, Seamans, Cherin & Mel-
lott in Boston.

Unfortunately, responses to
such cases so far have been incon-
sistent, as various churches-even
those in the same denomina-
tion-act differently toward alle-
gations of sexual misconduct.

"Even within the same church,
you get widely different reac-
tions,” Mr. Flammia told a group
attending a session on clergy sex-
ual abuse at the recent American
Bar Assn. annual meeting.

For example, some churches of-
fer to provide immediate relief in
the form of counseling, while oth-
ers deny such misconduct could
ever have occurred on their watch,
he explained.

Indeed, such was the response
by the Catholic Diocese of Colum-
bus, Ohio, when it was approached
by the family of a retarded boy
who had contracted AIDS, alleg-
edly from repeated sexual abuse
while attending a facility for de-
velopmentally disabled boys for-
merly sponsored by Brothers of
Good Shepherd, a church-affili-
ated organization. The facility has
since been taken over by the state.

The case, which was filed last
year, is still pending in Ohio.

Religious organizations are not
like most institutional defendants,
which accept the possibility of be-
ing sued as a cost of doing busi-
ness and usually conduct a cost/
benefit analysis to determine
whether to settle or to go to trial,
Mr. Flammia said.

"I'm not saying that churches, as
soon as they get a claim, should
write a check and fire the cleric-
obviously, that's not realistic,"” he
said. "But when you have a case
where there's six, seven, eight, 50
people-all abused by the same
cleric in the same church-in those
cases it's clear that the plaintiffs
will be able to prove what hap-
pened. The church failed to prop-
erly supervise that cleric. This is
not a case of false memory.

"In those cases, there has to be a
better response from the church,
because if there is no resolution,
there is going to be a law-
suit."Although these cases are dif-
ficult to handle, all of the attor-
neys on the panel agreed that par-
ties involved should attempt to
mediate their dispute rather than
litigate.

"If there is a lawsuit, then the
plaintiff and his church are going
to be on opposite sides of a civil
action,” Mr. Flammia said. Such
situations, regardless of the out-
come, could result in the plaintiffs

losing their religion.

When sexual misconduct occurs,
"the victim, the family, the reli-
gious organization and the com-
munity all are forced to reflect on
a highly emotional problem," ob-
served Robert M. Weber, an attor-
ney with Wilson, Elser, Moskow-
itz, Edelman & Dicker in New
York who defends religious insti-
tutions.

"Certainly no one wants the vic-
tims or the community to lose
faith in their religious beliefs or
their church because of one person
who has acted improperly, wrong-
fully and in some instances crimi-
nally,"” he said.

Realizing that an ounce of pre-

vention is worth a pound of cure,
churches increasingly are taking
seriously the need for greater pre-
ventive health and wellness among
employees. reported Rev. David
M. Rider, director of clergy well-
ness for the Episcopal Church
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Pension Fund in New York.

He said a group of legal, clinical
and insurance experts sponsored
by the Church Insurance Co., a
captive that underwrites 85% of
the liability coverage for the Epis-
copal Church, has identified five
target areas for reducing the inci-

dence of sexual misconduct:
- Prevention. Measures could

include administrative safeguards

How one insurer lays down the law

Every institution insured by Church Insurance Co. must take steps to
prevent clergy sexual misconduct, including:

« Policy and procedure manual that proscribes abuse, harassment

and exploitation.

4,, - Background checks of clergy and volunteers who work with kids.
88 1 » Child abuse and harassment/exploitation prevention training.

*» Churchwide guidelines for pastoral counseling.

= Accountability guidelines for redeployment of clergy who have

been accused of abuse.

-By Joanne Wojcik

The compafifas

that need

like screening and supervision of
individuals working with youths
and creative mental health bene-
fits to steer troubled clergy into
counseling and treatment.

- Early pre-claim management.
The group suggested that churches
work toward settling complaints
early, before a suit is filed.

= Careful handling of adult
counseling relationships.

= Understanding the dynamics
of extrafamilial sexual abuse of

the possibility that the abuse oc-
curred in other, secular settings.

ployment.
"Once an evaluation of evidence

indicates that sexual misconduct
has occurred, institutions must
follow careful quality control mea-
sures before even considering the
possibility that an offender might
return to work among vulnerable

1>

people,"” Mr. Rider said.
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Nowhere in the world can you

find more information on....

SELF-FUNDED
HEALTH CARE BENEFITS

Only SELF-FUNDING ENTERPRISES can offer you the following:

* Texts (Self-Funded Text; Underwriting Guide; Training Guide;

Practitioner Guide; Claims Examiner Guides)

* Subscription Services (Claims/Administration Guide; Legal
Guide; Document/Booklet Guide; Newsletters)

« Actuarial, Consulting and Educational Services
* Access to the Self-Funding Academy

For information, catalogs or brochures, contact Carlton Harker or

Vana Bris-Bois, SELF-FUNDING ENTERPRISES, 8025 North Point BW, Ste. 255W,

Winston-Salem. NC, 27106 orcall 910-896-0144 Wax: 910-759-0404).

PHOs

Continued from page 2

cian and hospital services, provid-
er-hospital organizations' share of
the risk and the premium can be
as high as 85%. The HMOs with
which they contract take only
15% for plan administration and
marketing.

The percentage of premium that
flows to PHOs can be even higher
if they accept more risk, such as
out-of-area care. A recent study
of seven major HMOs by Health-
care DataBank, a managed care
research firm in Santa, Rosa, Ca-
lif., showed that provider organi-
zations are assuming up to 92% of
the HMOs' premium dollar.

"The issue is when do you cross
the line from being a health care
provider to being an insurer?"”
asked Dr. Peter Kongstvedt, a
partner and health care consult-

ant in the Washing':on office of
Ernst & Young.

"They don't call it risk for noth-
ing. There will be some failures,"”
he predicted.

While little data is available on

also publish a regulatory outlook
for PHOs this fall, based on inter-
views with officials in all 50
states.

Meanwhile, since only a few
states have established solvency

"The issue (of PHOs assuming risk) is when do you f
cross the line from being a health care provider to

being an insurer?' asks Dr. Peter Kongstvedt, a
partner and health care consultant in the

Washihgton office of Ernst & Young.

the number of PHOSs currently in
operation, Ernst & Young has
identified more than 250 inte-
grated delivery systems and is be-
ginning a study of their financial
status, said Fred Abbey, national
director for legislative and regula-
tory affairs. Ernst & Young wiill

HOWTO STOP RUNOFF COSTS FROM
WALKING AWAY WITH YOUR PROFITS

IRISC stops runoff costs in their tracks.

Through superior loss control. Meticulous

" administration. And the experience to resolve

common runoff issues before they become

runawayproblems. All at less than the cost of

managing your runoff in-house. Guaranteed.

' So you can redirect time and resources to

more productive opportunities. Don't let run-

off costs run up your operating expenses.

IRISC

RUNOFF MANAGEMENT FOR THE LONG RUN

< Insurance,reinsurapge,.intermedimy

For further information or a brochure, please contact

In the United States
Peter Johnson
Tel : 609-655-8383
Fax: 609-655-0503

In the United Kingdom
Jerry McArthur
Tel: 071-816-0000
Fax: 071-816-0010

Los Angeles « Miami « Jamesburg, N.J. « London

requirements for PHOs, the Na-
tional Assn. of Insurance Commis-
sioners is beginning to develop a
model law for regulating these en-
tities, which some regulators have
characterized as "stealth HMOs."

PHOs combine physicians, hos-
pitals and other medical services
into a single organization that
contracts with insurers and/or
HMOs to provide a full spectrum
of health care services for a capi-
tated fee.

While most PHOs assume a por-
tion of the risk for providing the
services, some PHOs have reached
the nirvana of "global capita-
tion," in which they are at risk for
both physician and hospital ser-
vices.

However, for now, most PHOs
depend on insurers and HMOs for
access to enrollees and for admin-
istration services.

A PHO is nothing more than "an
umbrella company" for a hospital
and an independent practice asso-
ciation of physicians, explained
Dr. Thomas Mayer, president and
chief executive officer of Strategic
Healthcare Management Inc. in
Brea, Calif., which helps organi-
zations develop integration strat-
egies.

Strategic is a unit of Friendly
Hills HealthCare Network, a pro-
vider organization that has 27
contracts with insurance compa-
nies and HMOs covering 100,000
lives, takes all hospital and physi-
cian risk but does not conduct
marketing or administration ac-
tivities.

Other examples of fully inte-
grated systems abound.

Sharp HealthCare in San Diego
contracts with more than 45
HMOSs or insurers on a capitated
basis, covering about 280,000
lives.

"We're taking all the risk," said
Marc Sandstrom, senior vp of le-
gal and administrative systems.
"The only thing the carriers do is
the administration and the mar-
keting."”

A new PHO formed by Lutheran
General Health System of Park
Ridge, lll., also will bear virtually
all physician and hospital risk
while contracting with HMOs, in-
cluding Humana Health Plan of
lllinois in Chicago.

"They take responsibility for
paying all claims and for any
emergencies in the metropolitan
Chicago area. We continue to pro-
vi(ie coverage for emergencies out
of Chicago and for transplant and
infertility claims,” said Barry
Averill, a vp at Humana of llli-
nois.

Lutheran General also pur-
chases its own reinsurance and
does its own quality reviews and
utilization management, he said.

The ancestor of fully integrated
provider systems is Oakland, Ca-
lif.-based Kaiser Permanente,
which is viewed as a cost-effec-
tive, competitive model for pro-
vider systems of the future. Kaiser
is a staff-model HMO that owns
the hospitals and employs the
physicians in its network. It has

Continued on net page
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P H OS While so far no provider groups bers, Sharp and four other hospi-
are saying they intend to take on tal-based managed care delivery
the administration and marketing systems, or PHOs, in May formed PHOS help Iower Coalltion's COStS
Continued from previous page as well, thereby eliminating HMOs Cahfornia Health Network "to al-
6 6 milhon enrollees in 12 regions and insurers, Mr Avenll said, in low us to lointly contract with As new players in the managed health care market, physician-
nationwide the same breath they say that other health systems to provide hospital organizations are puttmg competitive pressure on prices.

Countless PHOs "are trying to they're gomg to contract directly services on a statewide basis," Mr The Bay Area Business Group on Health, a San Francisco coah-
become Kaiser," said David Lang- with the state for Medicaid, as Sandstrom said (Bl, May 23). tion of large employers, says that the growth of PHOs helped
ness, vp at the Hospital Council of though they were an HMO And "Our goal is not to cut out the BBGH negotiate lower premiums with 17 HMOs earher this sum-
Southern Callforma what's to prevent them from doing insurance compames; we're pre- mer (BIl, June 27)

Despite Kaiser's 50-year head that with Medicare, and what's to pared to take the members on "Down the road, if (PHOs) have high-quality providers and per-
start, PHOs eventually "could be- prevent them from domg pure however they come to us," he said form the same functions as an HMO and do it more cheaply, Ithink
come competitors to Kaiser" as commercial business in the fu- "As 'super PHOs' move toward definitely employers will look at them" for the possibdity of direct
health care reform "plays right ture?” the development of regional pro- contracting, said Patricia Powers, BBGH executive director
into their hands,"” Mr Langness The reason provider groups are grams, they have access to greater "The prohferation of PHOs has definitely had downward pres-
said keeping thew intentions qulet, ac- resources and typically as part of sure on pncing,” agreed Steven T. Plochocki, chief operating offi-

"The dynamic that is changing cording to Mr Avenll, is so they their development conmder be- cer of Abbey Home Healthcare in Costa Mesa, Calif.
to (PHOSs') benefit is the growth of don't scare off the health insurers coming insurers," noted Michael "You'll always flnd an organization that wnll do business at a
intermediaries like (health insur- with which they now contract Anthony, a partner and chairman loss. Everybody tests the limits. If everyone comes in at five bucks
ance purchasing cooperatives) and "There is certainly a section of of the health law department at and one guy comes in at four, that's the new threshold."”
purchasing alliances," agreed ana- the commercial market that the MeDermott, Will & Emery in Chi- -By Joanne Wojcik and Louise Kertesz
lyst Doug Sherlock, owner of Phil- employer is not going to parcel out cago
adelphia-based Sherlock Co, an to individual systems, and (PHOs) "All of the super PHOs we've
analyst and HMO consultant want access to that business, and worked with have considered the For example, Prudential ad- mto full-nsk contracts without En-

With group health care purchas- so | don't think they want to bite possibility. Some are definitely vances some capitation payments surer hnks In 1987, the depart-
ing alliances becoming a direct the hand that feeds them right moving in that direction, but some to providers should they come up ment adopted a pohcy prohibiting

market for PHOSs, the logical con- now," he said have decided it's too capital-inten- short some months, she explained. health care service plans from en-

clusion of providers talang on "But who knows-flve or 10 sive," he said "There is a risk they w111 blow tenng into contracts transfemng

more risk is ellmination of the years from now, with health care Strategic Healthcare's Dr through the capitated payments," the full financial nsk associated

middleman-the insurer or the reform, with various alliances be- Mayer agreed- "The strategy of re- she acknowledged with patient care to a contracttng

HMO-that currently provides ac- ing discussed? Indeed, they have placing insurance companies is a Insurance regulators are also provider entity

cess to markets the capability of quickly becommg very market-specific strategy. I'm wary of the migration of financial Meanwhile, health insurance
That would also ellminate sig- HMOs, if that became the right not sure it fits in Southern Callfor- risk from insurance companies to compames are scrambhng to com-

nihcant administrative costs strategy at the nght time,"” Mr nia, where there are many well- PHOs pete with the new entry in the
"Eventually, some mechamsm Avemll said entrenched insurance compames " "These docs don't have a clue health care marketplace

has to be found to take the exorbi- It's also possible that PHOs willl "We don't envision being able to what kind of risk they're taking Some, hke Prudential, are build-

tant administrative costs (borne by follow the path trod by HMOs and get those 100,000 members on our on," said Dixon Larkin, Utah's ing their own medical groups,
HMOs and insurers) and do away form marketing alliances with own," he added "The difficulty in deputy insurance commissioner while others, like Aetna Healtirp-
with them," said Mr Langness managed care organizations in becoming an insurance company is "They say, 'People self-fund all the lans, are hiring providers to create
"Administrative costs represent other states to expand their geo- that you enter into competition time We're just self-funding Kaiser-like staff-model HMOs,
23% of health care costs in the graphic reach wlth those who were once your "But when providers take on which have proved to be more
US vs 8% in Canada-almost all "Let's say you have 15 PHOs in partners that kind of risk for a capitation cost-effective than Independent
of this in the administration and Chicago, well-organized and suc- However, there is ample oppor- fee, they're selling insurance to practice association and network
marketing of insurance plans,"” he cessful What's to prevent them tumty for PHOs to operate more third parties," he said models
said from organizing together in a net- hke insurers in the Southeastern Realizing this, Utah regulators Kevin Hickey, vp at Aetna
A single-payer system hke Can- work to form an HMO?" Mr Aver- United States, and m other areas plan to recast their insurance laws Healthplans in Chicago, concedes
ada's would eliminate those costs, ill queried where HMO penetration is less to hnk licensure and reserve re- that provider groups that can get
"but there is another way," Indeed, Lutheran General than 15% quirements to the type of risk as- the capital and operational sys-
namely to rely on fully integrated Health System and EHS Health What will slow the process is sumed by a health care provider tems together could compete with
PHOs, he said Care of Oak Brook, lll, recently "where you have a market that IS rather than to what an organiza- Aetna
Are HMOs frightened by this announced a proposed merger that npe you rarely have a (provider) tion is called "Then they'11 be what we a re,
scenario? would create a $12 bilhon organi- system that 15 as Integrated as Meanwhile, the NAIC's Health They might as well be us, or we
The Group Health Assn of zation "capable of offenng a full Fnendly Ells" in Southern Call- Organization Risk-Based Capital might as well work with them and
Amenca has no position on PHOs, continuum of health care services forma, Dr Mayer said. Working Group is developing sol- do what each party does best," he
but the HMO trade association be- to the entire Chicago region, from In fact, some PHOs are eager to vency standards for PHOs said
lieves all health plans should com- the Wisconsin to the Indiana bor- become insurers before they are Some states already have estab- In Minnesota, for example, "We
ply with umform standards re- ders," according to Richard well-integrated as provider enti- 11shed minimum capitalization re- provide the backroom services-
garding solvency and quahty is- Risk, EHS president and CEO ties, Dr. Mayer said "What we quirements for PHOs enroliment, eligibility, billing and
sues, a spokesman said Sharp HealthCare also has the usually do is say, 'That's an option The MinnesotaCare bill signed claims payment” for the free-
When a GHAA committee dellb- mfrastructure in place to become a if it fits your market, but first you by Gov Arne Carlson on May 10 standing provider networks cre-
erated whether to allow PHOs into health insurance company, says must make sure you have your requires Community Integrated ated by the reform law, Mr
the organization, members were Mr Sandstrom own house in order. Sernce Networks that provide Hickey said
stumped by the endless permuta- "What we don't have nght now "Another consideration is that prepaid health services to 50,000 Other insurers, like CIGNA
tions of integrated systems "When IS the marketing capability to at- m many markets insurers are not or fewer enrollees to maintain a Corp, have been buying up pro-
you've seen one PHO, you've seen tract membership But if the gov- wilhng to glve more risk away," he minimum net worth of at least $1 vider groups to own the delivery

one PHO They're all a little differ- ernment takes on that role through said million. systems and stave off potential
ent,” said Humana's Mr Avenll, a single-payer system or through Indeed, "when we capitate, we Under Washington state's competition from them
who was on the committee alliances and says, 'Here are don't walk away from the risk We Health Services Act, PHOs must Some observers suggest that
The GHAA now permits inte- 70,000 members, can you take care have had to support many health have at least $1 5 milhon in capi- group health care purchasers 8111
grated delivery systems hke PHOs, of them?' we don't need an insur- care organizations," said Cheryl tal view these insurer-owned systems
"operating in a significantly sunl- ance company to do that," said Pope, vp of Western Group Opera- California's Department of Cor- as more stable because their par-
lar fashion to an HMO," to obtain Mr Sandstrom tions for The Prudential Insurance porations is considering whether it ent company is already being reg-
affiliate memberships In a move to attract more mem- Co of America in Los Angeles should permit providers to enter ulated
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Top 10: Net premiums written
1. State Farm

. Allstate

AIG

Farmers

Nationwide

Continental Casualty

. Liberty Mutual
. Hartford Fire

Aetna

S0 eNO O MO N

-

. United Services Auto Assn.

Top 10: Surplus
1. State Farm
. National Indemnity
AIG
. Allstate
Travelers Indemnity
Nationwide
General Re
. Continental Casualty

. United Services Auto Assn.

OO ® N O W A ON

-

. Hartford Fire

Top 10: Assets

1. State Farm
. Travelers Indemnity
AIG
. Allstate
Continental Casualty
. Liberty Mutual

Nationwide
Aetna

. National Indemnity
. Hartford Fire

0© ® NO O A ON

-

ource- Ward Financia. Group

Top 10: Group life in force
. Metropolitan Life

Prudential

. Connecticut General

Aetna

John Hancock

Travelers

. Principal Mutual

New York Life

UNUM Lile

O.LOpO\J_m'm:pu.NA

-

. Hartford Life

Top 10: Surplus

. Prudential Life

-

. Metropolitan Life

New York Life

. Teachers Insurance & Annuity
Connecticut General
Northwestern Mutual

. State Farm Life

. Equitable

. Massachusetts Mutual

O ©® N O Od WN

-

. John Hancock

Top 10: Assets
1. Prudential
. Metropolitan Life

. Teachers Insurance & Annuity

New York Life
. Aetna Life
. Connecticut General

. Equitable

® N O a0 NN

. Northwestern Mutual
9. John Hancock

- 1EPrincipal Mutual

1993 total
(in billions)
$30.34
16.07

9.98
8.33
7.29
6.06
5.86
5.36
4.52 _j
4.18

As of year-end 1993
(in billions)
$21.29

11.53
7.16
7.15
4.11
3.99
3.84

3.59

3.31

As of year-end 1993
(in billions)
$57.10
47.72
30.63
28.40
23.85
20.57
17.46
16.73
15.56

15.02

GRAPHIC BY JERRY PAF KS

As of year-end 1993
(in billions)

$827.70
513.66
455.52
288.94
170.72
128.56
98.08
97.59
95.16
90.93

As 01 year-end 1993
(in billions)
$8.00
6.41
3.45
3.17
2.03
2.03
1.87
1.83
1.82
1.81

As of year-end 1993
(in billions)
$165.74

128.23
67.48
53.57
51.54
48.37
47.31
44.06
43.69
40.67

GRAPHIC BY JERRY PAFKS

Ward's 50

Continued from page 3

ments and balance sheets also are
included.

In addition to comparing the in-
surers with the Ward's 50 insurers,
the reports rank the companies as
an industry and in 40 property/casu-
alty insurer peer groups and 27
life/health insurer peer groups,
which are categorized by premium
volume or asset size, geography,
product mix and type of ownership.

The smaller insurers not included
in the numerous rankings through-
out the mports are listed in back of
each report with several, though
fewer, financial measurements.

The reports also include several
Top 50 ranl(ings of insurers by, for
example, assets, surplus, combined
ratio, various investments, net pre-
miums written in various lines and
various performance measurements.

Larry Mayewski, senior vp of
A.M. Best's life/health division, said
the reports do provide users with fi-
nancial ratio analysis but that those
numbers "only get you so far" and
could be misleading.

For example, he said, a measure
that shows an insurer has a high
concentration of mortgage and mal
estate investments would not reflect
if those investments are in relatively
safe home mortgages, or if that com-
pany had been divesting those in-
vestments.

But Mr. Ward says the report's
five-year trending of company re-
sults would give users a clear pic-
ture of whether an insurer's mort-
gage investment portfolio was
shdnking

Mr. Ward illustrated how the re-
ports can be used in tandem with a
rating agency.

For example, Casualty Indemnity
Exchange of Jefferson City, Mo.,
had an A rating from Best when it
became insolvent in April 1993 (B,
April 12, 1993). The rating is not
Best's highest but is still considered
an excellent rating.

At year-end 1992, months before
it entered voluntary rehabilitation,
the company-which wrote multi-
peril coverage for public entities
and some small businesses-re-
ported a $17.3 million surplus defi-
cit. The deficit was caused by a 1992
year-end loss reserve correction of
$26.9 million, particularly for in-
curred-but-not-reported losses.

"Because of the suddenness and
the magnitude of events, that's why
there was such a discmpancy in the
ratings. Usually you see a pattern
developing" that gives the agency

time to respond and adjust the rat-
ing, said William Matthews, a senior
financial analyst in Best's property/
casualty division.

Despite the A rating, a risk man-
ager first should have questioned
why CIE did not earn Best's highest
rating, Mr. Ward said. Then, a check
of the company's risk-based capital
and surplus-to-assets ratios in the
1992 Ward's Results report, which is
based on financial information from
1987 through 1991, would have re-
vealed that CIE's ratios were some-
what, though not significantly,
lower than its peer group and indus-
try averages.

More telling was its net written
premiums-to-surplus ratio of 2.1 in
1991 and 2.6 for a five-year period.
A 3.0 ratio generally triggers regula-
tory action.

By contrast, its peer group had 0.9
ratio in 1991 and a 1.1 five-year av-
erage, and the property/casualty in-
dustiry had a 1.2 ratio in 1991 and a
1.5 five-year average.

"It wouldn't be fair to say the
1992 edition made it obvious that
this company was heading for trou-
ble,” Mr. Ward said. However,
"there were a handful of red flags
that might have gotten an analyst or
someone to look at it" more closely.

Several current and former mem-
bers of Ward Financial's advisory
councils agree that Ward's Results
complement the information that
rating agencies provide.

The information that insurance
buyers can glean from both tools
probably should account for 90% of
the insurer-selection process, said
William D. Warren, chairman and
president of National Reinsurance
Corp. of Stamford, Conn., a Ward's
50 company. The remaining 10% of
the decision should be based on
price and service, he said.

He added that if insurance buyers
work at understanding insurance
accounting and risk and look care-
fully at the Ward's Results reports,
they will see "some interesting
things in loss development.”

Insurance buyers first may want
to evaluate potential markets using
rating agencies' reports, suggested
Thomas 0. Toale, a senior consult-
ant with Alexander Consulting In-
vestment Services Inc. in Lyndhurst,
N.J., and a member of the life/
health advisory council. Then, buy-
ers can evaluate each insurer on
their lists of likely markets with the
Ward's Results benchmarks.

Insumnce buyers also can use the
Ward's Results and rating agency
reports in tandem to evaluate the
strength of a company's reinsurers,
said Peter R. Kensicki, a professor

of insurance and chairholder of in-
surance studies at Eastern Kentucky
University in Richmond.

Buyers can use a rating agency
like Best to identify a market's rein-
surers, then analyze them based on
the benchmarks that the Ward's Re-
sults have identified.

"If anyone relies on just one tool,
they're not doing their job," said
Marge Layne, insurance manager
for the San Francisco International
Airport.

Ms. Layne is using the Ward's Re-
sults report on property/casualty in-
surers as well as rating agency in-
formation as she pulls together both
an insurance program to cover a
$2.4 billion construction project at
the airport and a report to senior
airport management on how she
will select the insurers.

The analysis will make her and
senior management feel more secure
that the insurers they choose will be
around for the duration of the five-
year project, she said.

Ms. Layne, who assumed the risk
management duties at the airport
within the past year, also believes
that this additional analysis will
strengthen management's faith in
her. "The more you communicate
with management, the better you
are. I'm in the financial department,
so the more tools | use reflects bet-
ter on me and the job I'm doing."
Ms. Layne took a one-year leave
from Ward Financial's property/ca-
sualty advisory council this year be-
cause of the attention she had to
pay to the construction project.

For midsized insurance agents
that do not have the financial re-
sources that alphabet brokers can
commit to developing their own in-
surer financial measures, the reports
are "excellent, cost-effective" tools,
said Thomas E. Vanneman, vp and
treasurer with Indianapolis-based
Acordia Inc. Mr. Vanneman is a
member of Ward's property/casualty
advisory council.

Insurers use the reports to get a
fix on where they fit in with their
competition and to map out their
long-term business strategies.

Insurers not only can compare
themselves to peer companies, they
also can evaluate the companies
with the financial results they want
to emulate-no matter how different
a product mix those companies offer

or locations they serve, Professor
Kensicki said.

The property/casuatty and tifel
health Ward's Results reports are
available for $495 each by contact-

ing Ward Financial Group at 513-
791-0303.

Making the list requires
high performance, security

By DAVE LENCKUS

Property/casualty and life/health insurers that
land on the Ward's 50 list of the safest and best-
performing insurers have to fly a steady financial
course over what can be a turbulent five-year pe-

riod.

Just one navigational error in the several areas
by which Cincinnati-based Ward Financial Group
measures insurers' solvency and business perfor-
mance willlikely be one too many for an insurer to

make the list.

of the industry.

period that sets a Ward's 50 insurer above the rest

The makeup of the lists has changed signifi-
cantly in two of the four years that Ward Finan-
cial has published them, but that is largely due to
changes in the firm's methodology in determining

which insurers make the lists.

Ward Financial uses much the same methodol-

ogy in determining its lists of the 50 strongest

property/casualty and life/health insurers, but
there are some differences.

The process is purely quantitative. Only insur-

Ward Financial develops the lists annually as
benchmarks by which risk and employee benefit
managers can measure their insurers against the
industry's safest and best-performing companies.

When either the solvency measure or the busi-
ness performance measures of a Ward's 50 insurer
is analyzed independently, a company may not
rank at the top of the industry, though it still will
compare favorably with most other insurers. It is
the combination of the financial safety and busi-
ness performance of a company over a five-year

ers' statutory financial results filed with state in-
surance regulators are considered.

Ward Financial obtains information on 2,921
property/casualty insurers and 1,722 life/health
insurers licensed in the United States from the
National Assn. of Insurance Commissioners. The
data is obtained on a computer tape, which is
loaded into Ward Financial's computers.

With the aid of computer programs developed
by Ward Financial Chief Executive Officer John

Continued on next page
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L. Ward, a former partner with Big
Six accounting firm Deloitte &
rouche, the firm analyzes the infor-
mation and subjects each compa-
ny's financial results to a battery of
safety and consistency tests.

Failing one of the safety and con-
sistency tests eliminates the com-
pany from further analysis.

To pass this initial phase, insurers
must:

« Have been in operation for at
Least the past five years, and their
financial data must be complete.

- Write at least $50 million of net
premiums annually on average over
a five-year period and have at least
$50 million of surplus.

The surplus requirement was
added in 1992, the second year of
the reports, based on a recommen-
dation by the firm's property/casu-
alty and life/health advisory coun-
cils. While the firrh does not want
to be biased against smaller compa-
nies, "minimum surplus is a part of
a safety test,” Mr. Ward explained.

- Report net income in four of
the past five years. And, the lone
permissible annual loss may not ex-
ceed 10% of surplus.

"This test will eliminate any com-
pany that has not been consistently
profitable for the past five years,"
Mr. Ward asserted.

But, the income figures that
Ward Financial uses in this part of
its analysis are adjusted from insur-
ers' statutory net income to reflect
some operational items that nor-
mally are recorded directly to sur-
plus.

"It's definitely a judgment call,”
Mr. Ward explained. "In our view,
some of those items really reflect

the operating performance of the
company."

For example, for both property/
casualty and life/health insurers,
Ward Financial figures into net in-
come unrealized capital gains or
losses, changes in non-admitted as-
sets and changes in provisions or li-
abilities for reinsurance they have
purchased.

In addition, for mutual life/health
insurers, Ward Financial figures
that up to 1% of surplus reflects
that portion of a policyholder divi-
dend that represents a return of
capital, much like a stockholder
dividend at a stock company.

So, beginning in the 1994 report
on mutual life/health insurers, the
firm adds up to 1% of a life/health
mutual's surplus, not exceeding the
actual policyholder dividend, to net
income in determining its adjusted
net income.

The firm does not add any sur-
plus to net income for mutual prop-
erty/casualty insurers because those
companies rarely pay policyholder
dividends. Policyholder dividends
over the most recent five-year pe-
riod totaled 5.5% of net premiums
earned for life/health insurers com-
pared with 1.4% for property/casu-
alty insurers, Mr. Ward noted.

In addition, a Ward Financial
analysis shows that its policy has
not hurt the few property/casualty
mutuals that do pay policyholder
dividends, he said.

= Achieve a minimum risk-based
capital ratio. The minimum is 100%
for property/casualty insurers and
150% for life/health insurers.

Ward Financial established dif-
ferent risk-based capital ratio
guidelines for property/casualty in-
surers and life/health insurers so a
comparable number of companies
from each group become eligible for

the business performance portion of
the analyses.

Mr. Ward also pointed out that,
in accordance with regulatory re-
quirements, the NAIC's risk-based
capital ratios are not revealed in
the Ward's Results. The firm pub-
lishes insurers’ risk-based ratios
based on its own formula, which; in
most cases, is slightly more advan-
tageous for insurers than the NA-
IC's formula, he said.

= Not have a fluctuation in net
written premiums that exceeds a
40% compound annual growth or a
10% annual compound decrease.

The net income test trips up
property/casualty insurers more
than any other test, according to
Mr. Ward. "A lot of companies have
been through catastrophes and nat-
ural disasters" in the past five
years. Often the one loss an insurer
suffers one year is enough to elimi-
nate them, he said.

The risk-based capital test most
often snares life/health insurers, he
said.

The remainder of the tests snag
about 10% to 15% of the insurers
that do not make the Ward's 50
lists, Mr. Ward estimates.

Insurers that pass the safety and
consistency tests then are analyzed
for their returns on average equity,
average assets and total revenue.

The 50 highest-ranking proper-

ty/casualty msurers and life/health
insurers constitute the Ward's 50

lists.
There have been some significant
changes in the Ward's 50 lists.

The minimum surplus require-
ment knocked out between 25%

and 33% of the insurers on both
1992 lists, which were based on fi-
nancial information for insurers
from 1987 through 1991, he said.
And, the new way that Ward FI-
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nancial accounts for policyholder
dividends in determining mutual
life/health insurers' net adjusted in-
come was largely responsible for a
15-company-or 30%-turnover in
the Ward's 50 list of life/health in-
surers for 1994 compared with
1993, Mr. Ward said.

He also pointed out that the list
of property/casualty insurers is
churning at a rate of about four or
five companies annually because of
the catastrophic losses that insurers

Florida

Continued from page 2

ery system which results in cost con-
tainment,"” said Robbie J. Simpson,
risk services specialist with the Flor-
ida Insurance Department and coor-
dinator of the project. "However, it
cannot be emphasized enough that
the components of the managed care
program selected have a great deal
to do with the outcome.”

A poorly constructed or badly run
managed care organization could
cause workers comp costs to in-
crease, she noted.

Despite the caveat, Florida regula-
tors are pleased with the pilot pro-
gram's results and earlie this year
expanded the number of state em-
ployees covered by the program.

The two-part pilot program was
mandated by a 1990 state workers
comp reform law that called for an
evaluation of whether managed care
could contain workers comp costs.

The first part of the project began
in June 1991 with 17,000 state em-
ployees in Dade and Broward coun-
ties. Half of those workers were re-
quired to receive treatment for
work-related injuries through a
managed workers comp network op-
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have suffered in recent years.

INn some cases, losses have
amounted to 10% or more of sur-
plus, which automatically knocks a
company from consideration.

In other cases, the losses cut the
insurers’' five-year average of ad-
justed net income enough to drop
them from the list. Those insurers
typically already ranked near the
bottom of the list, so even a slight
drop in net income imperiled their
position. le’

erated by CAC-Ramsay Inc., a Coral
Gables, Fla.-based health mainte-
nance organization; the other half
served as a cont:rol group, receiving
care through a traditional fee-for-
service arrangement.

The second part of the project be-
gan in October 1991 with more than
7,500 private-sector employees in the
Tampa Bay area receiving workers
comp care through a preferred pro-
vide network sponsored by Travel-
ers Corp.

A study of the first year of the
program showed a 38.5% decrease in
workers comp medical costs as a re-
sult of these managed care programs
(Bl, Oct. 18, 1993).

After reviewing the findings, the
l,egislature in November 1993 man-
dated that all employers in the state
implement a managed cam program
for injured workers beginning in
1997 (BI, Nov. 15, 1993).

The second year of the pilot pro-
gram produced even greater savings.
A comparison of the Ramsay pro-
gram participants with the control
group revealed an average overall
savings of 50% to 55%.

Specifically, total direct claims
costs for the participants in the
Ramsay managed care prograrn av-

Continued on next page
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Florida

Continued from previous page
eraged almost 60% less than the av-
erage costs in the control group. Ac-
counting for the managed care pro-
gram administrative fees, average
costs for the Ramsay group were
54% below the control group.

Most of the diffemnce in direct
claims costs is attributable to the ef-
fectiveness of the Rarnsay program
components, which resulted in:

» Less frequent use of hospital ser-
vices.

- Fewer treatment sessions and
fewer physicians treating injured
workers.

= Lower incidence and shorter du-
ration of indemnity benefits.

Savings also were produced by
"other considerations"” in Rarnsafs
managed care program, including a

California

Continued from page 2

which pays one of the highest premi-
ums, rates dropped to $27.20 from
$34.09 per $100 of payroll. For the
computer programming industry,
which pays one of the lowest premi-
ums, rates fell this year to 45 cents
from 55 cents per $100 of payroll.

Gov. Pete Wilson deserves much
cmdit for aggressively pursuing re-
forms, said William P. Molmen, gen-
eral counsel for the California Work-
ers Compensation Institute, a San
Franci5co-based industry Isearch
organization. It is still too early to
separate the reforms' impact from
other factors, however.

One factor is the economy. Be-
cause the economy appears to have
bottomed out, the pool of workers
who file claims when facing layoffs
has diminished, Mr. Molmen said.

"There have been positive changes,
and California as a result is more at-
tractive," Mr. Molmen said.

The report recognizes that it is still
too early to quantify the exact im-
pact of reforms. But the 25-page
document also states that as a result
of 1993 reforms, employers are al-
ready realizing savings.

Rates will decline stl fiuther this
year, projects the Workers Con*en-
sation Insurance Rating Bureau.

Workers comp loss ratios fell to

15% discount off the Florida fee
schedule and the fact that Ramsay
participants were treated with a less
costly mix of services.

Savings also were reflected in the
analysis of the Travelers managed
care program's second year. Total di-
rect claims costs for Travelers PPO
participants averaged almost 34%
less than the average costs in the
control group. After adjusting for
differences in utilization and medical
treatment between the control group
in South Florida and the Tampa/St.
Petersburg area, direct claims costs
averaged 28% less in the PPO.

After factoring in managed care
administration fees, average total

claims costs for workers using the
Travelers PPO were 29% less than

the control group.

The analysis of the project also
found employee satisfaction with the
managed cam program was high.

51% in 1993-the lowest level in

more than 20 years-from 83% in
1991, the bureau points out.

The 1993 reforms included limits
on fees paid for medical-legal evalu-
ations. They now are capped at $500,
compared with $1,000 to $1,500 un-
der the old schedule.

The 1993 law also limited psychi-
atric injury and post termination
claims. In the past, claimants only
had to show that 10% of their stress
was job-related. Now employment
must account for more than 50% of
stress for a claim to be compensable.

Last year's legislation also made
$25 million a year available to the
Department of Insurance's Bureau of
Fraudulent Claims and district attor-
ney offices (BI, July 26, 1993).

"These provisions all became effec-
tive on or before July 16, 1993, and
undoubtedly led to the demise of
major workers compensation fraud
mills in Southern California," the re-
port says. "These mills spent millions
of dollars in the erpensive Southern
California media market, commonly
advertising for disgruntled or laid-

off workers to file retaliatory stress
claims.”

FPee copies of '1Meaningful Reform Of
Worken' Compensation in Califor-
nia" are available *om the Depart-
ment Of Industrial Relations, 455
Golden Gate Ave., San Phincisco,
Calif- 94102, 415-703-4590.
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In general, workers who used the
HMO or PPO were satisfied with the
overall quality of care and satisfied
that the treatment was appropriate.
They also expressed satisfaction with
the ecplanations given by health
care providers and were pleased
with the level of control they had
over their treatment decisions.

In February, Florida erpanded the
number of employees in Broward
and Dade counties covered by Ram-
say to 20,000 from 17,000.

It is significant that the first year's
savings were replicated during the
second year of the study, said Philip
S. Borba, a senior consultant in the
New York office of Milliman & Rob-

ertson Inc., a consulting firm that

conducted the analysis. Many critics
of managed can! say that savings, es-
pecially those based on discounts,
cannot be sustained over time.

"This study showed that a man-
aged care program doesn't have to
be in place for a while in order to
achieve savings," Mr. Borba said.

Tom Gallagher, Florida's insur-
ance commissioner, called the con-
clusions "positive proof of the poten-
tial that managed care has for piv-
viding long-term solutions to rising
workers compensation costs."

Workers comp reforms are starting
to have an impact on costs in Flor-
ida, according to Jim Nau, senior vp
of government affairs for the Na-
tional Council on Compensation In-

surance in Boca Raton, Fla.

To battle rising costs, the |,egisla-
ture in 1990 mandated a 25% rate
decrease, but the following year
rates increased 24.9%, he said. In
1993, however, workers comp rates
rose only 8.9% and a special legisla-
tive session in November 1993 man-
dated a 10% decrease for 1994. "Our
analysis for 1995 shows no rate
change is needed," Mr. Nazi said.

One free copy of the Workers Com-
pensation Managed Care Pilot Pro-
jed per individual is available by
contacting the Florida Department
of Insuronce, 200 E. Gaines St,, Tai-
lahassee, Fla. 32399-0337; 904-922-
3121, ext. 4780.
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Brokers

By DON LEWIS KIRK

LUXEMBOURG-A new Euro-
pean brokerage network with
German, Austrian and French
parents is betting on the whole
proving to be greater than its
parts.

The new network will concen-
trate on offering more complete
service to midsize multinational
European companies.

Earlier this summer, leading
German broker Funk Group
GmbH merged its foreign broker-
age operations with those of Diot
S.A of Paris and GrECo Interna-
tional A.G. of Vienna, Austria.
The resulting joint venture, called
FDG, is located in Luxembourg,
though it draws on the services of

the three brokers in their respec-
tive countries.
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INTERNATIONAL

link up for new European

In addition to commercial retail

brokerage, FDG provides central-
ized risk management consulting
services to corporate clients, said
Leberecht Funk, chief executive
officer of Hamburg-based Funk
Group.

Diot, Funk and GrECo are com-
bining only their foreign broker-
age interests; they are not fully
merging, he explained. The move
is designed to strengthen the in-

ternational business of each part-
ner and benefit multinational eli-

ents.

Jean-Paul Chapellier, Diot's di-
rector, said he would not rule out
an eventual complete merger of
the three brokers. "But at this
stage the important thing is in-
vesting in European expansion

and maintaining independence in
our home markets.”

INnsured losses

still undetermined

after coal mine

explosion Kkills 11

By KATE TILLEY

BRISBANE, Australia-It may
take months to determine the in-
sured losses from an Aug. 7 fire in
an underground coal mine in
Queensland that killed 11 work-

The men were trapped when a
fire followed an explosion in one
of four shafts at the Moura mine,

280 miles northwest of Brisbane.

Rescue attempts were abandoned

after a second fire occurred on
Aug. 9 and the mine shaft is now
being sealed. A buildup of meth-
ane gas is believed to have caused
the fire.

The mine is majority owned by
Australia's largest corporation,
the Broken Hill Proprietary Co.
Ltd.

Material damage and business
interruption coverage was written
by Broken Hill's captive, Mel-
bourne-based BHP Marine &
General Pty. Ltd., confirmed Alan
Reynolds, the captive's managing
director. No claim has yet been
filed and it is too early to assess
the damage, he said.

The captive has retained ad-
juster Murray L. Rowley, a mining
specialist with Robins MBS Ltd.,
a loss adjusting firm owned by
Switzerland-based Societe Gen-
erale de Surveillance. Mr. Rowley
also is adjusting losses from the

explosion and fire

Moura has left 11

recent Porgera gold mine explo-
sion in Papua New Guinea (BI,
Aug. 15).

The Moura mine is 80% owned
by Broken Hill and 20% by the
Japanese company Mitsui through
a joint venture company, BHP
Mitsui Pty. Ltd, Mr. Reynolds
said. It is managed by Broken
Hill's wholly owned, Brisbane-
based unit, BHP Australia Coal

Pty. Ltd.

It is the second major loss at the
Moura
mine-in
1986, 12 men

An Aug. 7

died there in

an under-

at a coal mine in

ground
fire-and the

4 third loss in
20 years at a

mine in that

men dead.

region. In
1975, 13 men
were killed
in an under-
ground fire
at the nearby
Kianga mine.

Mr. Rey-
Nnolds said he had "no idea"” how

GRAPHIC BY JOHN HALL

long it would take for the claim to
be adjusted. "It will take months
for the material damage and po-
tentially longer for the business
interruption.”

He would not disclose the policy
limits but said Broken Hill has
substantial retentions and noted
that its captive has excess-of-loss
reinsurance placed in the interna-
tional markets, mainly with
Lloyd's of London.

"We hold a fair bit ourselves,"
he said, declining to be more spe-
cific about Broken Hill's reten-
tion. The captive has operated
since 1973 and its excess-of-loss
reinsurance, which Mr. Reynolds
said was "a fairly large package,”
is due for renewal next March.

The workers killed in the blaze
were insured under the state-run
workers compensation system. In

Continued on page 26

From its parents, FDG can draw
on more than 900 brokers and 41

offices in 11 countries. It is man-

aged by a board of directors made
up of representatives from each
brokerage partner.

"We see ourselves as the first
transnational European broking
association," said Mr. Funk.

"We are trying to build a net-
work. . .that is stronger than a
standard correspondence broker-
age," Mr. Chapellier said. "It con-
solidates alll foreign operations. It
gives us more room for invest-
ment.”

Each firm eventually will divert
25% of its capital into FDG, Mr.
Funk said.

"All revenues earned through
future companies outside our na-
tional markets will go into the
FDG," Mr. Chapellier added.

Friedrich Neubrandt, GrECo's
director, said the move made
sense for several reasons. "Austria
is moving toward becoming a
member of the European Union.
We needed a solution, which gave
us a perspective for expansion.
Also we may be the smallest, but
we believe we have the potential
for greatest growth of all three

brokers.”

Since its formation, FDG has
launched a new operation in War-
saw called FDG-Polska Sp.zo.0.
and plans to expand its base in
Spain and in the Czech Republic,
where it hopes to become a lead-
ing broker.

Adding to the breadth of inter-
national services FDG offers cli-
ents are ties its parent companies

have with brokers in other coun-

tries, particularly in North Amer-

network

ica and Asia. Combined, the FDG
partners have correspondent rela-

tionships with brokers in 72 na-
tions.

"The new venture also offers its
services to other qualified bro-
kers," said Mr. Funk.

Funk Group entered into the
joint venture as the most cost ef-
fective means of expanding its
European operations, Mr. Funk
explained.

"We'd rather have 250 people
directly in France and 180 in Aus-
tria, Hungary and the Eastern Eu-
ropean countries and 450 in Ger-
many," he said. "We wish to be-
come really European.”

Among the options Funk Group
considered was merging with an-
other German brokerage or trying
to sell itself to a global brokerage.

Continued on next page

Profits come to Hungary

Fledgling insurance industry is now poised for growth

By DON LEWIS KIRK

BUDAPEST, Hungary-As Hun-
gary pulls up from an economic
nose-dive, the nation's insurance
industry is positioning itself for
new growth.

Until very recently, even the na-
tion's liberal regulatory policies
did not foster growth in the indus-
try. Total premium volume fell
steadily from 1988 through 1992,
falling 4% to 59.7 billion forints
($723.5 million) in 1992 from 62.2
billion forints ($828.2 million) in
1991.

Only in 1993, two years after the
onset of a harsh recession that
dashed hopes for an economic turn-
around, did the nation’'s liberal
economic policies begin to trans-
late into growth in the insurance
market: Premium volume jumped
25% to 73.3 billion forints ($674.4
million) over 1992 levels.

That growth, though, comes against a backdrop
of instability. As Eastern Europe moved into the
post-Soviet era, this small country with a popula-
tion of 10.4 million gained multiparty democracy
and free markets, but also rampant crime, rising
unemployment and 20% inflation.

It was 1986 when Hungarian state insurance
monopoly Allami Biztosité was split in two and
later sold separately to Allianz A.G. Holding of
Germany and Dutch insurer Aegon N.V.

In the last five years, the number of insurers has
more than doubled-to 13 from six-and between
1991 and 1992 the number of brokers swelled to

135 from 107, according to the Hungarian State
Insurance Supervisory Authority.

The largest brokers are GrECo International
Kft. of Austria, Sedgwick Group P.L.C., Marsh &
McLennan Cos. Inc. and Jauch & Huebener KGaA,
according to the state agency.

The largest insurer is the Allianz subsidiary,
Hungaria Biztosité Rt, which controls 38.3% of
the market. It emphasizes automobile, reinsurance
and export credit insurance business, according to
Tamas Uzoonyi, director of the Allianz subsidiary.

AB-Aegon Altalanos Biztosit6 Rt. is the largest
underwriter of household and life insurance, and
has a 30% share of the overall market.

"Falling prosperity, high inflation, unclear own-
ership conditions and an end to certain forms of
compulsory insurance hurt the market” in the late
1980s and early '90s, said Brigitte Bovermann, di-
rector of Allianz's East European division.

During 1991 and 1992, several foreign compa-
nies entered the market, including Providencia Bi-
ztosit6, which is 75% owned by Erste Allge-
meine-Generali Vienna; NBB, wholly owned by
Nationale-Nederlanden N.V.; and life insurer
Budapest-Generali Biztosit6, which is 80% owned
by EA-Generali Vienna and 20% owned by Assi-

Photo by Hans Wolf/Image Bank

Like other Hungarian businesses, the insurance industry had to overcome
the aftermath of communism, including inflation and a long recession.

curazioni Generali S.p.A.

The only purely Hungarian company, OPT-Ga-
rancia, a subsidiary of Hungarian savings and
loan bank association OTP, has increased its mar-
ket share to 2.7% from 1.3% since 1991.

Initially an underwriter of foreign trade risk, it
plans to soon expand into both life and non-life
coverages. Its prospects are good as the entire
market is showing signs of revi,11. In addition to
the Hungarian market's 25% premium volume in-
crease, losses fell 17.4% to 42.1 billion forints
($510.2 million) in 1993.

Hungary's ecor.omy is hardly flourishing. GDP
is expected to remain flat this year or grow only
1%. Nevertheless, that represents a dramatic turn
around from 1991 when GDP fell 11.9%.

"With the recession tapering off, we expect to be
making our first profits next year,"” said Ms.
Bovermann. "Commercial lines will see stronger
growth than private lines."

The insurance market is still vastly underdevel-
oped compared with other European markets.
Hungary's gross premium volume is currently
2.07% of GDP, compared to 8.2% in Switzerland,
5.7% in Germany and 5% in Austria.

That disparity is especially pronounced in life
insurance. Life sales are 3.5% of GDP in Ger-
many, compared with only 0.27% in Hungary. Ac-
cording to a Hungarian National Bank report,
non-life insurance volume is now six times that of
life insurance.

Next year, Hungarian insurers expect to profit
from an economic upturn as increased net con-
sumer income makes personal lines more attrac-
tive. And commercial lines should also improve,
said Rolf Aldar, insurance broker for German in-
surer Gerling Konzern A.G.

"The money problem still exists," Mr. Aldar
Continued on page 25
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Continued from previous page

But instead of being acquired by
one of the leading U.S. or British
brokers, the German brokerage
decided "we should extend our
scope throughout Europe di-
rectly,” said Mr. Funk. "That
meant merging.”

Austrian broker GrECo will be
the key to FDG's operations in
Eastern Europe.

"It's the reason they're a part-
ner,” Mr. Funk said. "The GrECo
people already had offices in Pra-
gue (Czech Republic), Bratislava
(Slovakia) and Lubiana (Slove-
nia). They cover the Eastern Euro-
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pean countries fairly well."

GrECo is the leading broker in
Austria, Hungary, and the Czech
Republic. "The largest brokers
have become lax and slow,” Mr.
Neubrandt said. "We have a dy-
namic that they lack. Our cooper-
ation allows us to expand and
pool resources in property
loss control and casualty loss
control, in captive administration
and reinsurance brokerage busi-
ness."”

Through Diot, the partnership
gains operations in Spain. Diot
also has locations in Indonesia,
Singapore and Saudi Arabia,
though Mr. Funk said the primary
focus of FDG's operations ini-
tially will be Europe.

INTERNATIONAL

FDG's brokerage operations
will center on the larger middle-
sized corporate clients, said Mr.
Funk. "It is the most interesting
and profitable sector. Ideally we
want the client with $1 million to
$5 million in premium that does
not have an in-house brokerage,”
he said/

"We have been very successful
in acquiring new business in the
mid-size sector,” he said of the
Funk Group. "It's tremendous. We
had 15% growth last year. It
started with German reunifica-
tion but it's been similar in Aus-
tria and France. They all are prog-
ressively and dynamically grow-
ing."

Having giant global clients can
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The largest brokers

have become lax and

slow,' says Friedrich

Neubrandt 'We have a

dynamic that they lacie'

enhance a brokerage's image, but
are difficult to manage from a Eu-
ropean base, said Mr. Funk. While
Diot, for example, has several
large multinational accounts, the
main focus of FDG is the mid-size
independent client looking to do
business in Germany, France and
Eastern Europe.

Merging the three brokers' for-
eign operations will allow the
brokerages to better coordinate
their foreign strategies, said Mr.
Funk. "With Europe integrating,
this is essential.”

Accounts will be administered
by the FDG partner that focuses
on the region in which a client is
located.

"(Diot) is looking after Spain.
We look for Poland, the Nether-
lands and Scandinavia and
GrECo will look for some Eastern
European countries. It's one for
all,” Mr. Funk explained.

Christian Dahms, a Jauch &
Huebener partner and prime-
force in promoting the UNISON
brokerage network, said, "It's
very similar to UNISON. We also
pool resources in property loss
control, casualty loss control and
building in the environmental

Mr. Dahms sees the move as a

safeguard for independence. "It

Columbus

could become a model for other
medium and small brokers that
find themselves in the same strug-
gle as to what to do strategically,”
he said.

Mr. Neubrandt insists FDG is
different than UNISON, however.
"There is no dominance of players
in our effort," he said.

About 95% of FDG's business
will be commercial retail broker-
age, said Mr. Funk. "Initially we
plan little wholesale and reinsur-
ance brokerage business. That
could change if we see the London
market is not operating at best."

In addition to brokerage ser-
vices, FDG is interested in provid-
ing risk management services and
helping clients set up alternative
risk funding mechanisms, like
captives

"We are doing it already," said
Mr. Funk, referring to Funk
Group. "We have risk manage-
ment services and they are offer-
ing alternatives to clients. Much
has gone sour with traditional in-
surance.”

In addition to risk management
services, Mr. Funk said FDG is
also considering expanding its op-
erations to include claims admin-
istration.

"We have a liaison with Arthur
J. Gallagher & Co. Inc. that could
lead to something and gradually
build up.”

The initial alliance might be-
come a springboard for sharing
revenues in the future, he said.
"One idea could be that the hold-
ing company owns a 25% share in
the partners. But initially the plan
is to remain independent with
people who know their local mar-
kets best." inml

Dallas



Hungary

Continued from page 23

said. "Companies still tell us
they'd rather invest in machinery
than insurance. But it's happening
less often.”

"The commercial sector is also
more aware of insurance solu-
tions,” he said. "Large interna-
tional brokers and insurers in
Hungary have helped raise the
level of knowledge about risk," he
said.

For instance, since the end of
Communist rule, Hungarian com-

'Companies still tell us
they'd rather invest in
machinery than

insurance. But...less

oneni' says Rolf Aldar.

panies have become increasingly
aware of insurance concepts like
business interruption, product lia-
bility and environmental liability,
as well as alternative risk financ-
ing methods.

"The situation is much like Aus-
tria. Commercial fire insurance is
most in demand, but so is liabili-
ty-including product liability-
and marine and technical insur-
ance," he said. -

Hungarian companies still balk
at buying insurance to cover busi-
ness interruption losses, Mr. Aldar
added. Most of the companies
only produce for domestic con-
sumption, and they do not con-

sider interruption-of that business
a threat.

At least six insurers have devel-
oped group accident policies with
a wide variety of rates and bene-
fits for companies.

Insurance companies are writ-
ing more product liability cover-
age after new product liability re-
form laws took effect on Jan. 1,
increasing consumer protection,
said Mr. Aldar.

The product liability laws are
meant to prepare Hungary for Eu-
ropean Union integration and are
based on E.U. directives. Hunga-
ry's reforms impose strict liability
on manufacturers, although Hun-
gary allows more defenses than
the E.U. recommends, according
to Tomislav Boric, an assistant
professor at the Graz Law Insti-
tute in Graz, Austria.

"Industry has relatively limited
coverage compared to agriculture
in Hungary," according to market
analyst .Eva EDbli, a professor at
the University of Belgrade and a
former member of Hungary's
State Insurance Supervisory Au-
thority.

. This is particularly the case
when it comes to technical and
business interruption. Areas 6f
product liability and workers
compensation have also been ne-
glected," he said. "Personal lines
and accident insurance were not
substantial, and health insurance
has existed only within the frame-
work of social security."

As the situation improves, in-
surers are expected to boost rates,
Ms. Ebli said. The market will
also profit from factors like the
predominance of one-year poli-

cies.

INTERNATIONAL

"As a result (of one-year poli-
cies), insurers can make rapid
adjustment to claims,"” Ms. Ebli
said.

However', premium increases of
60% to 70% per year will also di-
minish insurance volume,'predicts
Swiss Reinsurance Co. in a recent
report on Eastern Europe.

While insurers expect a profit in
1995, nothing is certain.

"The high trade deficit, unem-
ployment and a recent change in
government are instability fae-
tors,"” Ms. Bovermann said.

"Butt we are confident when the
restructuring phase ends, that
companies will be able to pay for
the insurance ' they need," she
added. iMI
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Willis must pay for wrongful dismissal

LONDON-Willis Corroon
P.L.C. will have to pay 18,000
pounds ($27,774) in damages after
an industrial tribunal recently
found that the London brokerage
had wrongfully dismissed a for-
mer aviation broker.

The tribunal found,that Saman-
tha Phillips, who was fired in
1992 allegedly for lying to a
Lloyd's of London underwrriter,
would have been treated. differ-
ently had she been a man in the
male-dominated insurance indus-
try.

But the tribunal denied her re-

quest for damages for alleged sex-
ual harassment.

Ms. Phillips had claimed that
Giles Wilkinson, head of Willis
Corroon' aviation brokerage de-
partment, persecuted her and en-
gineered her removal after she.
spurned his amorous advances in -
a Copenhagen hotel nightclub
during a business trip to the Dan-
ish capital.

A spokesman for Willis Corroon
said the company is pleased that
Mr. Wilkinson had been cleared of
the harassment charges but de-
scribed the 18,000 pound award
as "unfortunate.”

Ms. Phillips is now working as
an insurance journalist.

-By Adrian Ladbury
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Chubb unit disputing
D&O liability claim

NEVWW YORK-Federal Insurance

Co. is trying to rescind the directors
and officers liability coverage it
wrote for two former directors of
Leslie Fay Cos., a New York dress-
maker that filed for bankruptcy last
year amid a scandal over false fi-
nancial reporting.

INn a suit filed in U.S. District
Court in Manhattan, the Chubb
Corp. unit contends that the $25
million per-occurrence policy should
not apply to Donald F. Kenia and
Paul F. Polishan because it excludes
claims from "any deliberately fraud-
ulent act or omission or any willful
violation of any statute.”

Another exclusion bars payments
under the policy if directors gain
personal profit to which they are
not legally entitled.

The two directors made claims
under the policy after being named
m a 1993 securities lawsuit that al-
leged they fraudulently overstated
the company's finances.

Andersen covered
for S&L settlement

SACRAMENTO, Calif.-Arthur
Andersen & Co. says it has insur-
ance for at least part of the $1.7 mil-
Lion it paid to settle a dispute with
California's Board of Accountancy,
which alleged the firm was negli-
gent in its audits of failed Lincoln
Savings & Loan Assn and other
companies.

The board charged that Andersen
was grossly negligent in auditing
Lincoln, its parent, American Conti-
nental Corp., and A&B Loan Co.

Initially, the board had sought to
remove or suspend the Big Six
firm's license. "This settlement reaf-
Einns that our license to practice in
California was not and is not at
risk," the firm said in a statement.

Andersen last year settled with
the Resolution Trust Corp., paying
$82 miillion for two claims that its
negligent audits led to the collapse
of several thrifts, including Lincoln
(Bl, Aug. 9, 1993).

In settling with the Board of Ac-
countancy, the firm also agreed to:

» Decline any finance company as
a new audit client for 60 days. The
agreement is limited to Andersen's
California practice.

+ Perform 10,000 hours of pubhc
service.

+ Conduct seminars for partners,
managers and staff of the firm's au-
diting and accounting department.

* Require 300 hours of audit ex-
perience for certain partners, man-
agers and staff assigned to audit a
depository institution.

Inflation index could

trim 401 (k) benefits

WASHINGTON-A new inflation
mdexing formula approved by the
Senate Finance Committee would
reduce benefits that can be funded
through defined benefit plans, con-
tributions made to defined contribu-
tion plans and salaiy deferrals to
401(k) plans.

Under current law, the defined
benefit p|an
$118,800-is tied to the Consumer
Price Index. The $30,000 per partici-
pant limit for defined contribution
plans has been frozen for several

years. But it will rise in step with
the CPA once the maximum fund-

limit-mnow

ing limit for defined benefit plans
hits $120,000, as expected next year.

By contrast, under the provision
approved by the Finance Committee
as part of trade legislation, the

funding and contribution limits
would be mcreased m $5,000 mere-
ments by rounding down to the
nearest multiple of $5,000. For ex-
ample, if the cost of living increase
produced a $12,000 increase before
rounding, the actual increase per-
mitted would be $10,000.

In the case of salary deferrals to
401(k) plans, munding of annual de-
ferral increases would occur in $500
increments, rounding down to the
nearest multiple of $500.

As part of the transition to the
new rounding procedure, only the
first nine months of inflation this
year would be considered in com-
puting the new limits for 1995.

In future years, the cost-of-living
increase would be measured over a
12-month period ending Sept. 30.

A similar formula is in a pension
funding bill approved last month by
the House Ways and Means Com-
mittee (BI, July 25).

Fewer hurricanes

predicted for 1994

FORT COLLINS, Colo.-There
will be one severe hurricane in 1994,
according to a professor who has
predicted hurricane activity success-
fully in the past.

William Gray, a professor of at-
mospheric science at Colorado State
University in Fort Collins, forecasts
a total of four hurricanes this year
and seven named storms.

Those figures and other factors in-
dicate that hurricane activity in
1994 will be only about 55% of an
average year. This is the fourth con-
secutive year of below-average ac-
tivity, he said.

His 1992 prediction of four hurri-
canes, including one severe storm,
was fulfilled. The one severe storm
was Hurricane Andrew, the costliest
natural disaster in U.S. history.

In June, he predicted five wind-
storms and hurricane activity of
70% of average. Changes in the
forecast factors led to the revision.

The predictions are based on the
strength of El Nino, a recurring
weather current that flows along the
western coast of South America; the
direction of winds in certain levels
of the atmosphere; rainfall, tempera-
ture and pressure readings in West
Africa and Atlantic and Caribbean
pressure readings.

There is no way to predict

whether the storms will hit the U.S.

coastline, Mr. Gray said.

Nintendo to fight award
in patent infringement

NEW YORK-Nintendo of Amer-
ica Inc. is asking a federal judge to
throw out a jury verdict and award
of $208.2 million in damages in a
patent infringement suit by a now-
defunct rival gamemaker.

Nintendo does not purchase spe-
cialty patent-infringement coverage,
said Thomas G. Gallatin, partner at
Mudge Rose Guthrie Alexander &
Fer(ion in New York, which repre-
sented Nintendo.

Earlier this month, a jury in U.S.
District Court in New York
awarded the damages to Alpex
Computer Corp., a Colorado corn-
pany now being liquidated in U.S.
Bankruptcy Court in Denver. Two
months earlier, the jury had found
Nintendo guilty of charges of "will-
ful" infringement of an Alpex home
video game patent.

The jury concluded Nintendo had
copied Alpex technology in its Nin-
tendo Entertainment System, which
hit the market about 1985, as well

as in the 118 game cartridges used
in the NES until 1992.

Garamendi awards funds

for fraud fighting

LOS ANGELES-California In-
surance Commissioner John Gara-
mendi has awarded $11.9 million to
20 district attorneys offices state-
wide to investigate and prosecute
workers compensation fraud.

"If we want to put the brakes to
the staggering rise in workers' com-
pensation fraud, we have to put
money and resources in the hands of
prosecutors,"” Mr. Garamendi said.
.These funds will go directly toward
putting crooked doctors, lawyers
and claimants out of business and
behind bars."”

The funds include a $5 million
grant to Los Angeles County, a
$1.17 million grant to Orange
County and a $1.2 million to San
Diego County.

Los Angeles County District At-
torney Gil Garcetti will receive the
largest of the 28 grants because of

the county's high concentration of
fraud scams.

Uranium plant workers

settle with government

CINCINNATI-The U.S. Depart-
ment of Energy recently reached a
$20 million settlement of a class ac-
tion lawsuit filed by uranium work-
ers alleging they wele unknowingly
exposed to radiation for 30 years.

The government late last month
agreed to pay $5 million in lifetime
medical monitoring costs and $15
million in damages.

The settlement would effectively
end a 1990 class action lawsuit filed
by the employees of the Fernald
uranium plant, near Cincinnati, who
sought $500 million in damages.
However, the settlement is subject
to a fairness hearing later this year
by the U.S. District Court in Cincin-
nati.

More than 6,000 former workers,
subcontractors and families of
workers who are dead would be
covered in the settlement.

The suit accused Femald's previ-
ous operator, NLO Inc. and its par-
ent company, National Lead Indus-
tries Inc., of intentionally subjecting
workers to radiation hazards and
hiding the dangers. The workers
claimed they suffered emotional dis-
tress from the fear of getting cancer
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or leukernia. The $15 million in the
settlement will cover emotional dis-
tress claims and legal fees.

NLO operated the plant from
1951 to 1985, after which it was op-
erated by a subsidiary of Westing-
house Electric Corp. However, the
Energy Department is liable for the

claims under contracts with the

plants' operators.

EEOC complaint names
Del Laboratories exec

NEW YORK-The U.S. Equal
Employment Opportunity Commis-
sion is suing Del Laboratories Inc.,
claiming the cosmetic company's
chief executive omcer sexually ha-
rassed numerous female employees
over a four-year period.

In bringing the suit against Farm-
ingdale, N.Y.-based Del on behalf of
three named plaintiEs and other fe-
male employees, the EEOC is seek-
ing up to $300,000 for each named
plaintiff.

James Lee, the EEOC regional
lawyer on the case, said the suit
against Del differs from most ha-
rassment suits the agency has pur-
sued because it involves the alleged
actions of a top executive, thus elim-
inating the most common defense in
sexual harassment cases--that the
company was unaware of the im-
proper conduct.

The suit alleges that since 1990,
Chairman and CEO Dan K. Was-
song continuously engaged in a pat-
tem and practice of both physical
and verbal sexual harassment of fe-
male employees, who were then dis-
charged for resisting his advances or
resigned due to intolerable working
conditions.

In a statement, Del said the alle-
gations are "completely without
merit and the claims have no basis
in fact. We deny these baseless alle-

gations and will refute them in
court.”

Information in brief

Five new rates proposed by the
California Assigned Risk Auto Plan
for commercial policies for trucks,
buses, taxis, limos and van pools
will be the subject of an upcoming
rate hearing. The hearing will be
held at 9:30 a.m. on Oct. 7 in the In-

surance Department's 22nd floor

hearing room at 45 Fremont St. in
San Francisco....Utah Insurance
Commissioner Robert E. Wilcox has
approved an immediate 4.24% in-
crease in prospective loss costs used
by insurers to develop workers
comp rates....Centre Reinsurance
(Bermuda) Ltd. completed the ac-
quisition of Anglo American Insur-
ance Co. of London and is preparing
it for runoff (Bl, June 6)....Eli Lilly
& Co. says that when it completes
its $4 billion purchase of PCS
Health Systems Inc. it will consider
arrangements that would give other
drug companies a stake in PCS (B,
July 18). .. .Golden Rule Insurance
Co. of Lawrenceville, lll., is suing
the state of Kentucky, claiming the
state's new health care law is un-
constitutional. The insurer says the
law effectively bars any health in-
surance contracts that renew after
its July 15 effective date because it
mandates that insurers offer one of
five standard benefit plans that
have not yet been developed....At-
lantic Mutual Insurance Co. has
raised $40 million in a private place-
ment. The money will be used to in-
crease the paid-in capital of subsid-
iary Centennial Insurance Co. .. .The
Defense Department is expected to
announce by Sept. 30 which of four
health insurance companies will
provide medical benefits for 840,000

military beneficiaries m California
and Hawaii. . . . The Reinsurance
Assn. of America and the Assn. of
California Insurance Cos. have sued
the California Insurance Depart-
ment, charging that the department
improperly limits insurers' and rein-
sumrs' right of setoff of mutual
credits and debts within a single re-
insurance contract....The Delaware
Insurance Department has formed
an insurance fraud investigation
unit to handle suspected life/health,
workers compensation and automo-
bile insurance claims fraud....A
federal court judge in Atlanta has
dismissed all but one count con-
tained in a lawsuit filed earlier this
year by dozens of famous old-time
musicians who sued record compa-
nies as well as their union for $750
million in overdue pension and
health benefits (Bl, Feb. 28). U.S.
District Judge Clarence Cooper
ruled that the musicians can pursue
their case against record companies

only for violating federal racketeer-
ing laws. 12"
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No end in sight

to soft market

Alternative market, crowded field
keeping prices down, Swiss Re says

By ADRIAN LADBURY

U.S. insurance buyers may
never face another rapid harden-
ing of property/casualty insur-
ance rates, a Swiss Reinsurance
Co. report suggests.

AN overcrowded U.S. market
and competitive pressure from al-
ternative facilities will keep in-
surance rates from hardening in
the United States as they have in
London and elsewhere, according
to a recent report by the world's
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second-largest reinsurer.

Absent massive natural catas-
trophes and extraordinary market
shocks, buyers can expect
smoother price cycles, the Swiss
Re report says.

"With the exception of catastro-
phe reinsurance, the main fea-
tures of the P/C market are still
oversupply, bad profitability, fall-
ing prices in casualty business
and stagnating to slightly rising
prices in property business. More-
over, competition from the alter-
native markets is stifling the lee-
way for price rises in traditional
insurance," the report states.

Supply continues to outstrip de-
mand for insurance despite recent
catastrophic losses and poor prof-
its. In 1993, supply increased
"substantially faster" than de-
mand and has done so since 1988,
especially in casualty business,
the report says.

But, capital seems to have
stopped flowing into the market,
which could help restrict further
growth in supply and facilitate
gradual rate increases, Swiss Re
predicts in the report.

Smoother price cycles could re-
move a major incentive for good
U.S. risks to flee the market in fa-
vor of alternative vehicles. The al-
ternative insurance market ac-
counted for $62 billion, or 31%, of
total premiums in 1993, compared
with $138 billion, or 69%, for the
traditional market, according to
Swiss Re.

In addition, alternative market
premiums grew twice as fast as
traditional market premiums-in-
creasing 30% compared with
15%-between 1988 and 1992,
Swiss Re said.

Swiss Re noted that differences
in the regulatory cultures in Eu-
rope and the United States are in-
creasing. As Europe deregulates,
the U.S. regulatory system seems
to become more complicated. The
report points to the "frosty" rela-
tions between U.S. insurers and
regulators compared with Eu-
rope's "insurer, or even cartel-
friendly" control boards.

The role that politics play in the
U.S. market makes it unfriendly
for foreign companies, according
to the report.

"It is a rule of thumb in Europe
that the more heavily an insur-
ance market is regulated, the less
competitive it will be. In the
U.S.A., on the contrary, an at-
tempt is being made to utilize reg-
ulation in order to intensify com-
petition.

"From the industry's perspec-
tive, regulators are too consum-
er-oriented and too often allow
themselves to be swayed by
short-term political consider-
ations," the report says.

"Whoever desires to offer insur-
ance in the U.S.A. must acclimate
themselves to a politicized envi-
ronment and view the heavy regu-
lation as an incentive and oppor-
tunity to launch products," the re-
port states.

Copies of "The U.S. Property/Ca-
sualty Market from a European
Perspective" are available by
writing to Thomas Hess, Eco-
nomic Studies Section, Swiss Re-
insurance Co., 50/60 Mythenquai,

Postfach 8022, Zurich, Switzer-
land.
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hold public meetings

Senate But those amendments, which House, Senate health reform approaches differ

consumed hours of floor debate

Cont:nued from page 1 before passage, are lust the tip of WASHINGTON-The health care reform proposals age The mandate would apply to employers with
ployer mandate provision in the the iceberg Senate Republicans developed by Rep Richard Gephardt, D-Mo, and more than 25 workers and would require them to pay
Mitchell bill last week said they had at the Sen George Mitchell, D-Maine, take very different half of the premium

Sen Mitchell had proposed a ready roughly 150 amendments approaches to expanding cover- Instead of expanding Medicare to cover the unin-
90-called hard trigger that set a That could mean hundreds of age. sured, the Mitchell bill envisions health care purchas-
health insurance coverage target hours of debate and casts doubt The Gephardt bill would require Ing alhances to provide subsidized coverage
of 95% of the population by the on whether the Senate would even all employers to offer health insur- Other differences mclude
year 2000. If that target were not be able to schedule a flnal vote on ance and pay 80% of premiums * Health plans offered The Gephardt bill requires
reached and Congress took no health legislation this session. CARE The non-worlang uninsured and employers to offer an Indemnity plan and a managed
other action, an employer man- Senate Repubhcans made no se- RERRN individuals employed at small care plan, while the Mitchell bill mandates that hrms
date would start in 2002 in states cret of the fact that they will con- firms could obtain coverage provide an mdemruty plan, a health maintenance or-
where less than 95% of the popu- tinue their slowing tactics through an expanded Medicare ganizabon and a pomt-of-service plan
lation had health insurance The Minority Leader Robert Dole, program known as Medicam Part C The government « Health Insurance premium taxes The Gephardt
mandate would require employers R-Kan, said "We are not going to would submdize premiums for the poor bill would impose a 2% tax on health Insurance pre-
to pay 50% of premiums Employ- be rushed We're not going to The Mitchell bill also would require employers to miums and self-insurance expenses, while the Mitch-
ers with fewer than 25 employees, be stampeded by the Democrats. pay for coverage but only if certam condtons were ell bill sets the premium tax at 1 75%
though, would be exempt Sen Gramm promised a "tor- not met A mandate would be thggered if 95% of a Both bllls, though, would ellminate the use of flen-

By contrast, the mainstream rent" of amendments over the state's population was not msured by 2002 and Con- ble beneht plans to fund health care benefits
group is tentatively recommend- next week gress had not agreed to another way to expand cover- -BY Jerry Gasel
ing a softer trigger with no auto- But even the Republicans’

matic employer mandate Instead, pledge to offer a barrage of

if the 95% target were not met by amendments was progress of a After Repubhcans agreed to be- what we recommend insurers do, cannot read it," the Indiana Re-

2002, a federal commission would sort and represented a minor gin to present amendments, Sen this is what we recommend busi- publican said

recommend ways to meet that truce between Senate Republican Mitchell withdrew his threat The nesses do It says this is what Republicans complained that

goal Congress would have to ap- and Democratic leaders. mood on the Senate floor was de- 'shall' take place," complained the public and employers have lit-

prove those recommendations Earlier, Sen Mitchell threat- cidedly partisan. Republicans re- Sen Dan Coats, R-Ind tle idea of how the Mitchell bill
The mainstream group also is ened to keep the Senate in session peatedly cnticized the Mitchell A pnmer developed by Sen. would work because of the size of

leaning toward more far-reaching around the clock after a number bill as overly bureaucratic. Coats on the new mandates and the proposal

medical malpractice reforms- of Republicans, in what many saw "We have counted the number bureaucracies established by the Millions of employers, for ex-

most likely a $250,000 cap on as a quasi-filibuster, prepared to of 'shalls' in this legislation- Mitchell bill compnsed 81 pages ample, may not be aware that the

non-economic damage awards- make lengthy opemng speeches 2,681 times. It does not say this is of print "so small that my eyes Mitchell bill would wipe out flexi-

and allowing employers with ble spending accounts, a tax-fa-

more than 100 employees toself-  |BM urges workers to voice opposition to reform bills  [Sred way for smployees w0 pay

insure their health benefit pro- for uncovered health care ex-

grams The Mitchell bill would ARMONK, N.Y.-Highlighting and state the following. "While | A spokesman for the Armonk, penses, said Sen Nickles

bar employers with fewer than how important an issue health care support health care reform, the N Y -based computer giant stressed However, Sen John D Rock-

500 employees from self-insuring reform has become for major U S. (bllls), as currently wntten, impede that IBM views health care reform efeller IV, D-W Va, argued that
The mainstream group's drive to corporations, top executives at In- my company's ability to continue as a bumness issue, not a polltical passing the Mitchell bill or similar

reach an agreement came amid ternational Business Machines Corp. providing me with the health bene- one legislation would be far better
growing recognition that the ma- are urging employees to speak out flts | now receive | want to con- "This is our first national commu- than doing nothing

lor health care reform proposal against the Mitchell and Gephardt tinue to receive these benehts. They nication IBM does support health "We have to weigh and measure
pending before the Senate-Sen. health care reform bins. are comprehenmve and reasonably care reform, umversal coverage, na- and contrast the Mitchell plan or

Mitchell's 1,435-page proposal- All 11,000 domestic employees at priced The Mitchell and Gephardt tional rules and a broad-based reve- any other plan with the costs and
must be scaled back considerably IBM last week received an elec- bllls pose a senous threat to my nue system, but not a system of consequences of doing absolutely
if it is to have a chance at passage tronie memo-wntten by Paul J company's ability to manage and overt and hidden taxes " He said nothing," he said "It just becomes

"l can only hope that we will Rizzo, IBM's vice chairman and act- control the cost and quality of these IBM has been m contact with the numbing- to consider the millions
somehow come to our senses, take mg head of employee benefits and benefits. States should not be glven Clinton admmistration to express its of children without health insur-
a reality check. . .pare down this human msources, and approved by the authonty to terminate my IBM concerns, and recently, Mr Gerst- ance in the United States, a situa-
bill (and) salvage the essential re- Chief Executive Officer Louis V benefits and force me mto a govern- ner, along with CEOs from other tion that does not exist in any
form elements in it," said Sen Gerstner-that said both bills would ment-run system A set of national major corporations, signed a Joint other industriahzed country, he

Robert Byrd, D-W Va increase IBM's health cam costs vla rules should govern the health bene- letter to the White House that m- added
Sen Phil Gramm, R-Texas, the "several new taxes " fits of multt-state companies like cluded similar concerns contamed m
most outspoken critic of the The memo urged employees in all mine | urge you to oppose these the Rizzo memo
Mitchell bill, said it was "deader states to contact their legislators bdis untll these issues are resolved." -By Mzchael Schachner O' Bl"len reSIg ns

than Elvis," adding that It would

be lucky to win the votes of 35 | grge St. Louis employers form health care coalition from CEO post

senators
It is too soon to say whether the ST LOUIS-Fifteen large com- ery systems and products in St employees and dependents H
mainstream coalition's effort will panies in St Louis are embarking Louis James C Stutz, executive direc- at Emplre BC/BS
be the breakthrough needed to on a group health care purchasing The St Louis Area Business tor of the BHC, said the purchas- NEW YORK-Managed care pi-
put health care reform legislation project designed to increase com- Health Coalition is not the first ing program should be completed oneer G Robert O'Bnen, who was
on a faster track petition among area health insur- employer coalition in the area, but by January 1995, with implemen- brought in as chief executive offi-
Last month, though, a group of ers and health care providers it 15 the largest The 15 employers tation targeted for January 1996 cer to help turn around strugglmg
moderate Republicans and Demo- The compames, working with include McDonnell Douglas "The model will provide a blue- Empire Blue Cross & Blue Shield,
crats-a number of whom are in health care providers, want to es- Corp, Monsanto Inc., Ralston Pu- print for implementing group pur- is leaving next week to head a
the latest coalition-teamed up tablish purchasing criteria based rina Co. and Union Electric Co chasing that can be used by any home health care firm.
and put together a reform pack- onquality and cost and design in- Combined, the 15 companies group of employers, private as Empire Chairman Phihp Bnggs,

age that the Senate Finance Com- centives for the more rapid devel- spent $210 million last year to well as public," he said who we assume Mr. O'Brien's du-
mittee approved in just three opment of new health care deliv- provide health care to 140,000 -By Chns Woolsey ties until a successor is named, la-
days mented the departure. "We are

Without such progress, health H HIH H H H to | Bob's talent and -
core rerorm oot e e Abeille Re gets $75 million injection from Suez ooz Beos eentand expe-

certain to die on the Senate floor nihcant contribution he was able

due to the tortoise-hke pace PARIS-French holding com- Suez said it relected a separate property investment company and to make during the past year"

In the first eight days of debate pany Compagnie de Suez w111 in- offer by SCOR S A of Paris to buy a number of smaller financial ser- Mr. O'Brien, a CIGNA Corp.
on Sen Mitchell's bill, the Senate Ject 400 m11110on French francs Abeille Re because the pnce was vices companies veteran, helped Empire make
had agreed to only a handful of ($75 1 milhon) into its Abeille Re- too low Suez Chairman Gerard C U 's acquisition wlll be fl- some progress against the severe
amendments assurances unit, which was not Worms said the company intends nanced primarily with bank debt, problems that had threatened its

One, proposed by Sen Don part of Suez's pendmg sale of most to keep and develop Abeille Re. anng with internal resources and solvency m recent years For ex-
Nickles, R-Okla , and passed of its insurance operations to Under the terms of the C U new equity C U has reached a ample, the Blues plan streamlined
unanimously, struck a provision Commercial Union P.L.C deal, the U K. insurer w11 acquire- conditional agreement with a syn- its operations and split into five
in the Mitchell bill that would C.U will pay 12.5 billion French Abeille Vie, France's sixth-largest dicate of banks for up to 765 bil- separate business units, each re-
have allowed the Labor Depart- francs ($2 35 bilhon) for the core life Insurer; Abeille Assurances, hon French francs ($1 44 bilhon) sponsible for a specific sector of
ment to impose civil fines of tie and non-life operabons of Su- France's 11th-largest non-life in- And 322 million pounds ($496 7 the health insurance market (Bl,
$10,000 per health plan partial- ez's subsidiary, Compagnle Finan- surer, and a number of its umts, million) is to be raised through a Nov. 15, 1993).
pant against employers that vio- ciere du Groupe Victoire and Societe Fonciere Lyonnaise, a one-for-eight rights issue But, Empire, which covers more

lated the rules for offenng a stan- . . . Societe Generale, a French than 6 million people, stlll faces
dard health benefits package Law firm to appeal malpractice verdict bank|]p %oup that already holds the possibillty of its reserves fall-
0

The Senate also approved on a _ _ _ , 3% 's ordinary shares, has ing below $160 million by year
55-42 vote an amendment by Sen HOUSTON-Law firm Vinson the law firm cost them milhons b)é ag?ee to buy ar}u%erafgg/o for endgnblt l|s not ermljljte rgt an-
Christopher Dodd, D-Conn, that & Elkins will appeal a legal mal- botching investments and faillng 112,2 milhon pounds ($173 1 mil- creases. Below that level, the Chi-

would require all health insurance practice verdict of more than $20 to meet fihng deadlines, charging lion) cago-based Blue Cross & Blue

plans to offer certain preventive- million unnecessary fees and handling the The equivalent of about 70 mil-  ghjeld Assn. would not permit
care benefits to pregnant women A Houston Jury last week estate ina grossly neghgent way. hon pounds' ($108 milhon) worth Empiretousethe BC/BSname.
and children by next July awarded the estate of oil magnate Vinson & Elkins is insured by of new ordinary shares in C U unll Mr. O'Brien will become CEO of

The Senate later unanimously WT Moran $17 7 million in com- AtthneP/'s Liability Assurance be issued to Suez and about 200 U.S. HomeCare Corp. in Harts-
approved ' an amendment by a pensatory damages and $3 million Society Inc,, an llhnois-based risk milhon pounds ($308 5 milhon) dale, N.Y. which specializes in in-
group of Republicans that would under Texas's deceptive trade retention group ALAS writes per wall be paid from the U K insur- tegrated home services, including

require the myriad national practices statute. occurrence limits of $75 milhon er's internal resources
health boards and commissions One of three executors for the for professional liability -BY Adnan Ladbury
established by the Mitchell bill to $80 million estate charged that -By Sara Marley and Mana Kietmas

nursing care and therapy.
-By Michael Schachner
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be levied on past premiums, future EIRF tax is expected to contmue

premiums, some combination The EIRF tax would cost all in-

Superfund

Continued from page 1

thereof or none at all (Bl, Aug 15) surers and reinsurers $81 bilhon
Repeated attempts to vote on the over 10 years
under the measure

tax proposal were canceled The proposal would combine ret-

The committee approved the When the Ways and Means Com- rospective and prospective taxa-
plan on a voice vote Friday after- mittee met late Thursday after- tion, with a special tax on insurers
noon, with only a few nays cast noon, it became evident that deep that settle claims through the EIRF
The measure could now go to the divisions remained Adding to the to be introduced in the fifth year of
House floor as early as this week fractiousness was the fact that the the fund's operation Reinsurers
However, the Senate Finance Com- lawmakers had no legislative lan- would be .vt proportionally harder
mittee has yet to schedule a hear- guage for the bill, only a 10-page than pnmary insurers
ing, let alone a vote, on the matter document spelling out the legisla- Dunng the first four years of ItS
and is not expected to do so until tive history of the current Super- existence, 70% of the fund would
after Labor Day fund reauthorization effort and be financed through retroactive
Reinsurers, which found they some details of the most recent ad- taxes levied on most commercial 11-
would face about $200 million in ministration EIRF proposal
In addition, committee members 1968 and 1985 Early versions of

abillty premiums written between
new retroactive taxes per year un-
der the package, are crpng taxa- of both parties questioned whether the tax had set 1971 as the begin-
tion without representation Those a small group of Insurer represen- ning of the taxable penod The re-
taxes are part of $810 milhon that tatives could speak for the whole maining 30% of the fund's revenue
would be raised annually for 10 Industry Rep BIll Thomas, R-Ca- would be raised through a prospec-
years from property/casualty in- lif, was incensed that Assistant tive tax

surers to pay for the proposed En- Treasury Secretary Leshe Samuels
vironmental Insurance Resolution would not answer directly who had tax, more than a third-and 24 7%
Fund been at the White House meeting

However, of that 70% retroactive

of the total tax-would be raised

Remsurers were not Invited to Fmally, after several mmutes of through levies on reinsurance com-

the White House talks that allo- questioning, Mr Samuels said that panies Reinsurers accounted for
cated the EIRF's taxes, despite attendees at most sessions were the only 66% of the apphcable pre-
having requested the nght to at- American Insurance Assn, Amen- mium from 1971 to 1985, the pe-
tend, complained Frank Nutter, can International Group Inc , riod originally covered by the
president of the Reinsurance Assn Chubb Corp and the National EIRF, according to the RAA Pn-
of America in Washington Assn of Independent Insurers mary insurers would pay the rest
Reinsurers may not be the only Alone among those attending the of the retrospective tax

ones caught off guard Tax and in- White House meetings, the NAII In the fifth year of the EIRF's
has de- projected 10-year life, the bulk of

noun ced the taxes would be levied prospec-

AMERICAN IN-£INIT 0,1 GROUP INC the EIRF tively on primary insurers, which

tax Rep- would pay 65 3% of the EIRF's bill
resenta- Reinsurers would have to continue
H#-RLS AL O"JINSEK tives of paying 247 % of the EIRF's cost
Auguar 9, 994 Lloyd's of through the retrospective tax

London, The remanung 10% would be

= Ccs, /1 = & . .
18 Pacs.mile 4 202/627-2599 which raised through a levy on insurers

The Honorable Lloyd aertser
Secretary of the T.reasur
1:00 Pennsylvania Avenue, N .
Washington, D C 20220

supports based on resolutions made by the
the EIRF EIRF on their behalf dunng the ,

concept, previous year

sat in on According to the Treasury De-

Dear L-oyd
. . at least partment, the retroactive tax
I callea your office tn.s nornirg zo talk w.th ycu

about the Superfund financ-ng provisions pending
before the House Ways . Mears Co-anittee

one ses- would be 0 22% of insurers' apph-
sion as cable premiums and O 83 % of rein-
well,

added Mr years of the prospective tax would
Samuels

Yiu w-11 recall the: .ten c.r groun -- re.resen-=--g
75 of the properzy/ci.dalty 4-5-rance industrv -
nat olth you July 6, *ou indicated rhai, 1-ile .he
Treasury cosition on the 70/30 f.ndinc prcoosal Tor
-na EIRF As flexible 10 was arrived ac arter

surers' premiums The fimt four

be O 33% of insurers' apphcable
conslderaocle aebau anc compromise Rep Th- premiums and the final six years'

omas then tax would be 0 63% of their premi-
asked Mr

We have recabtly laarnec ria: =he Treasury may no'-
support a 100% prospectively-basea funaing --lacianle
This 15 hard for me to ocoe-1lve, if it is =rue

ums

Samuels In addition, msurers would re-

As vou may know, AIG bas acreec W support the
overall Superfund reform b'11 if ena Congress

what per- ceive a one-time $50 milhon ex-

approves a funding mechanism zor the EIRY that centage of emption from the retroactive tax
reflects the Treasury's original 70/30 split
Moreover | believe that rhe maicr_ty of tbe
property/casualty inausrry .111 also support this
objective, and I will. Incourage tnem u do so

the total and a $5 milhon annual exemption
liability from the prospective tax The ex-
premiums emptions would also be granted to
be Lloyd's of London, but the $5 mil-

hon and $50 milhon would be

I urge you zo hold flr. c. th. original Treasury to
position and reject ary f Lrtter ccmpromise whice
would inevitably lead to nelgnenea disunlty wit'-In

the insurance ndu-zry

taxed

were writ- granted to the market as whole, not
51.cerel> 30-trs, ten by on a per-syndicate basis It is not
those at clear rf reinsurers would receive an
the meet- exemption

1ngs, a But traditional underwriters
question probably won't be the only entities

i X for which required to pay an.EIRF tax, noted

AIG's Maurice Greenberg wrote Treasury Secretary Bentsen urging a 70/30 Mr Sam- Ken Kies, an insurance law spe-

tax, reversing a position in which he opposed any prospective taxes uels had cialist with Baker & Hostetler in

no an- Washington
surance experts say that the own- swer Captives "would be treated the
ers of some captive insurers would

have to pay EIRF taxes as well

"When they entered the room same as anybody else,” if the Inter-
what percentage of the habihty did nal Revenue Service considered

Other groups complaining of be- they have and when they left the them insurance companies for tax
ing taxed without being asked for room what percentage of the habil- purposes, said Mr Kies If there IS
input are the Alhance of American ity did they have?" asked Rep Tho- a transfer of risk involved, the IRS
Insurers and the National Assn of mas That question drew angry re- views captives as msurance compa-
Mutual Insurance Cos sponses from some lawmakers, but mes, he added

The EIRF tax deal was designed no firm answer from Mr Samuels
to speed approval of the Chnton "It would be very foohsh" to ap- captives w11 be subject to the tax,
adrmmstration’'s Superfund reau- prove the EIRF without much more agreed Les Cheek, director-domes-
thonzation bil by the House Ways examination, said Rep Clay Shaw, tic external affairs for Xerox Corp
and Means Committee, which had R-Fla in Washington Xerox is the parent
been delaying a vote for weeks Rep Robert Matsul, D-Calif, of insurer Talegen

The EIRF component of the re- urged that a vote on the matter be
form bill seeks to reduce coverage postponed until committee mem- how the compromise was handled
disputes by paymg a portion of bers' concerns could be addressed
pollcyholders' cleanup costs in re- If the committee passed the bill to be meetings and | called the
turn for an agreement from pohcy- without adequate oversight, and White House and specifically asked
holders not to sue their insurers for the measure "gets torpedoed” on to be included | did not get a re-
more money The EIRF, funded by the House or Senate floor, "you're turn call until the meetings were
a pool of money raised through finished," he warned concluded on Aug 12 We were '
new taxes on Insurers, would be- Although some lawmakers on told by White House staff that they
come operative if 85% of poten- Fnday continued to grumble they had been told by unidentified peo-
tially responsible parties agreed to had not been given enough time to ple that reinsurers were not to be
the fund's terms look over the bill, it was approved InC1Uded," said Mr Nutter "l can

But committee members spent on a voice vote after a few hours of only speculate that the parties at
weeks disagreeing behind closed discussion the table made it a condition that
doors over whether the tax should But the controversy over the remsurers not be involved e

"If they sell to a third party,”

Reinsurers remain angered at

"We had heard there were golng

Updates

Recycling triggers Superfund

SAN FRANCISCO-A company that sells spent automotive batter-
.es to a lead reclamation plant may be hable for cleanup costs at the
pmperty where tojac battery remnants are dumped, a court has ruled

The Superfund law permits recovery for cleanup costs from "any
person who by contract, agreement or otherwise arranged for disposal
or treatment of hazardous substances owned or possessed by such
person,” the 9th U S Circult Court of Appeals ruled earlier thls month

Catellus Development Corp sought cleanup costs from General Au-
tomotlve Inc, a Seattle company that operates auto part stores and
sold used battenes to a battery craclang plant

After extractng and smelbng the lead m the spent batteries, the
craclang plant, operated by Moms P Kirk & Sons Inc, washed and
crushed the casings, loaded them Into a truck and dumped them on the
Catellus property, where residual lead leached into the soil

Catellus alleged that General was hable for cleanup costs under the
Comprehenmve Environmental Response, Compensabon and Liability

Act of 1980 General countered that the spent batteries were not waste
because they wem being recycled and the extracted lead was bemg put
to use

Inreversing a tnal court, the 9th Circuit cited CERCLA defimbons
of "waste"-"any garbage, mfuse, sludge and other discarded
matenal'Land "treatment"-"any method, technique or process de-
sgned to change the character or composition of any hazardous
waste so as to neutralize such waste or so as to render such waste

non-hazardous”

The case has been remanded for tnal to determine damages

$58 million award overturned

SANTA ANA, Cahf-A California appeals court overturned a 1991
bad faith judgment of $58 milhon agamst Farmers Insurance Group
and its Truck Insurance Exchange unit

The insurers wen not obbgated to cover Cypress, Callf, engineering
flrm Marmac, its founder, James R Waller Jr, and four stockholders m
a tknrd-party hability suit, the court ruled on Aug 11 A lawyer for Mr
Waller said he MAIl seek a reheanng and if necessary appeal to the
state Supreme Court

In 1986, a Marmac stockholder sued Mr Waller and four individuals

to whom he sold his Maimac stock, allegmg that they conspired to se11
the hrrn to oust him and that he suEered emottonal distress Asubse-

quent tnal exonerated Mr Waller.

ance

Farmers refused to prowde a defense, citing an exclusion in its pack-
age pollcy for "suits against named insureds by named msureds "

In the 1991 bad faith case, a Supenor Court Judge ruled that th€
stockholder was not a named msured and awarded $63 million, mostl>
m punitive damages, to the defendants in the onginal htigation (Bl
July 15, 1991) That was later Ammed to $58 rmllion

On appeal, though, the 4th Distnct Court of Appeal concluded that
the plaintlff m the underlymg littgation was a Marmac owner anc
themfore was an "msured" and that coverage was demed properly

Briefly noted

Edward F. Kosnik has been named execubvevp and chieffmancial
officer of Alexander & Alexander Services Inc. in New York, replacing
Paul E. Rohner, who has not announced his future plans Mr Kosmk,
a former Penn Central Corp executlve, was most recently chairman,
premdent and CEO of JWP Inc, a service company with operations in-
cluding constructton and computer systems Premdent Clinton last
week mgned S. 1458, which limits the product liability ecposures of
general aviation aircraft manufacturers U S Distnet Judge Lowell
Reed last week approved the landmark asbestos personal injury settle-
ment between the Center for Claims Resolutlon and an estimated
100,000 future claimants The settlement fund, which wll be hnanced
by the 20 former asbestos companies that compnse the CCR and their
insumrs, w11 pay out about $1 bilhon over 10 years (Bl, Jan 25,
1993) A bill that Premdent Clinton mgned last week making the So-
cial Seclinty Admmistration an independent agency willl Increase
long-term disability costs for a small pementage of employers by irr-
pomng a 36-month hmit on substance abusers' ellgibility for Social Se-
cunty disabihty benefits (Bl, Aug 1) The state of Minnesota and
Blue Cross & Blue Shield of Mmnesota are jointly suing six tobacco
manufacturers to recover costs stemming from smolcing-related ill-
nesses. The lawsuit, filed m state court m St Paul last week, accuses
the companies of conspiracy, fraud and antitrust violations Lloyd's
of Imdon's managing agents are seeking 115 bilhon pounds ($17 7
bilhon) in capacity thls year, but members agents and hcensed corpo-
rate advisers say only 10 3 bilhon pounds ($15 9 bilhon) 15 available
This year, only 75% of Lloyd's 10 9 bilhon pounds ($16 1 bilhon) of ca-
pacity is expected to be used Sedgwick Group P.L.C.'s six-mon:h
pmtax profits memased 13% to 634 milhon pounds ($97.8 milhoni
from 55 8 milhon pounds ($82 6 milhon) m 1993 Brokerage revenues
Increased 20% to 457 1 milhon pounds ($705 1 milhon) from 379 6 mil-
hon pounds ($561.6 million), but the underlying increase was only 2%,
excluding the acqwsibon of benefit consultant Noble Lowndes & Part-
ners Ltd Standard & Poor's Corp last week lowemd the claims-
paying ability rattng of The Prudential Insurance Co. of America :o
AA from AA+, citing "disappomting earnings" and mcreased contnbi-
bons to reserves for losses m its secuntles unit Investment partner-
ship PRAC Ltd w}11 invest $20 milhon m Pac Rim Holding Corp., par-
ent of Woodland Ells, Callf, workers comp insuier Pacihc Rim Assur-
Co Harvard Community Health Plan and Pilgnm Health Cam,
two of New England's largest HMOs, say they w111 proceed with the
merger they had been discussing Ngnmprovides coverage for 330,0)0
members and Harvard willl cover 675,000 after completing a merger
with a Rhode Island HMO .Tornadoes spawned by Tropical Storm
Beryl caused an estimated $17 million m insured proper* damage in
central South Carolina last week
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NAIC's latest investment draft more flexible 8, Insurance Index

''1 990
By MEG FLETCHER Inc in New York « Idberahze "baskets'La catch-all category 1,

"The insurance mdustry Mll be much hap- of investments-to allow strong insurers , 4
State insurance regulators' most recent draft pierwith this draft," Mr Lipponen said It re- greater fleabihty outside of specific investment 970

of proposed insurer mvestment guidellnes is laxes some proposed rules and moves away bmits However, Insurers would not be able to ]
simpler and more flemble than an earher ver- from "micromanagement” of insurers' portfo- use this flexibility to invest m prohibited denv- e AA 1 1
non, yet remains more stnct than current state hos Insurers don't want investment rules that atives or other prohibited mvestments 950
rules would place them at a competttive disadvan- « Give insurance commissioners greater dis-

The draft, which was three years m the mak- tage with banks, Mr l.apponen added cretionto challenge the prudence of Insurers''

ing, was released last week for public review The new guidelmes would H
pngor to a public heanng next mznth It marks . Createga smgle "rated credit instruments” prlU¥Q§LWnlt§/gﬁd19Mtth§quen on msurers to I _293Q_”
the first time that the National Assn of Insur- investment category to replace the earher « Require msurance company boards of di- 1
ance Commissioners has tried to devise unifonn draft's many specific sections that dealt with rectors to monitor comphance with the mvest-
investment guidellnes for all insurers vanous forms of bonds, fixed-income secunties, ment plans they approve
"Regulators are concerned with the Invest- preferred stock and loan-backed securttles The draft does not address investments m 1 1
ment practices of ue/health and property/casu- « ModlIty the property/casualty reserve re- subsidiaries, which has been referred to an-
alty companies, though this model was dnven quirement to allow discounting of reserves and other NAIC working group
by hfe companies' failures," said Jukka Lip- a somewhat broader range of quallfied assets -
ponen, director of research for Townsend & ¢ Simphfy the derivatives section to allow Comes of the dmit are avattable *om the NA- Base..100 on_Dec 29.1978

Schupp, an insurance research and mvestment only those used for hedgmg IC's Pubacatton Department at 120 W 12th St., _source Nor*y Intemational Inc

banlang 5rm in Hartford, Conn » Liberalize foreign investment hmits to a to- Swte 1100, Kansas Clty, Mo 64105, 816-374- Insurance stocks rose last week. as the
The standards strlve to promote a "reason- tal of 20% and to only 3% for any one country 7259 A public heanng on the dmft ts sched- Business /nsurance Index gained 16 7 points

able balance" m insurer investments, the 51- - Estabhsh specrfic Ioan—to.—value standards uted for Sept 21 m aneapolls,.dunng the to 984.8 Aug. 19 from 968.1 on Aug. 12. Ad-

page proposal states for mortgages For example, insurers would be NAIC's fall meetmg. Those wtshing to test*

K i vancing issues for the week were led by: US-
"ltis clearly a lot simpler and less complex," able to loan up to 75%-rather than 60%-of should mat a request along wtth an outhne of | |co corp., up 8.8%; SCOR U.S. Corp., up

than last fall's discussion draft, said Arthur the value of the property covered by a non-am- thar test:mony to Joseph Steverang at the 7.79,; and zenith National Insurance, up 7.3%.

Fliegelman, an analyst with Salomon Brothers ortized mortgage, such as a balloon mortgage NAIC m Kansas City, Mo Declining issues followed: Safeguard Health

Enterprises, down 14.0%; Continential Corp.,

down 11.2%; and Home Holdings Inc, down

must refund the money to consumers " If anappeal is filed, it wall be based on the 9.3%. The most active issue was U.S. Health-

P ro p . 1 O 3 In contrast, 20th Century officials, who did U S Constitution's ban on confiscation, he said care, 4.7 million shares traded. The B/ Index
not appear at the press conference, were "sur- "This isa d,rect assault on the 14th amend- rose 1.7%; the Dow Jones 30 Industrials lost

Continued from page 2 pnsed and disappomted" by the rullng, a com- ment, and m that respect a direct challenge to 0.4%; the NYSE Composite rose 0.4%; and the
rate of return on equity are not talangs of pany statement said the entire system of a competitive market," Mr Standard & Poor's 500 rose 0.4%.
property without due process of law, which "The real losers today are the people of Call- Fontana said
would violate the Constitution forma in need of affordable, available insur- Insurance Department attorney Michael British Issues
"It is well estabbshed that government pnce ance," said Neil H Ashley, chief executive offl- Woocher said he doubts the Supreme Court Aug. 18 e B/ Div - vield 1 wook
regulatlon does not constitute a talang of prop- cer of Woodland Hdls, Callf -based 20th Cen- wall take up the case, because the decision m- Companies pence pence % high-low
erly where the regulated group 1.s not required tury Industnes, the insurer's parent company vokes numerous related }ugh court ruimgs Commt Union 544 17 3 31 O 57 544-536
-8 participate in the regulated mdustry," wrote "20th Century's challenge to ItS rollback or- baclang up the Callfornia court's posttton. Genl Accident 570 11 4 34 4 6 O 57)-553
Justice Mosk in a separate concumng opinion der was based upon the economics and (the) 20th Century, already cnppled by ItS $600 Gdn Royal Exch 190 123 95 50 19)-150
on the Constituttonal questions formula method We believed the company milhon earthquake loss, may not be forced to Independent zzz ?Z; Z: ‘;2 zzzzf;
The ruling "afftrmed democracy in the state should be rewarded for low premiums and lean pay all of the $119 milhon m rebates at stake Zzimance 321 144 18 4 57 321-314
of Cahfornia," said Insurance Commissioner operattons rather than penallzed for profitabll- in the court case, according to Mr Garamendi Brokere
John Garamendi Consumer advocates were ity," he said "We take account of (20th Century's fmancial Bradetook o6 108 co 7= os.oe
equally pleased with the decision. Proposition 20th Century, a highly emcient company problems)in the regulations The question is Fenchurch 154 120 920 58 154-154a
103 author Harvey Rosenfield gave much of the with oneofthe lowest expense ratios m the in- open as to how and when they'll be able to CE Heath 295 104 200 68 29-2-35
credit to Mr Garamendl, pralsing him for tak- dustry, yielded a 32% return on equity in 1988, pay " However, he said "The policyholders wall JIB Group 180 182 94 63 150-146
mg on special Interest groups the year to which Proposition 103 apphes get their money before the shareholders do " Lloyd Thmpson 166 112 84 51 169-166
. Lowndes Lmbrt 389 123 188 48 389-389
In a release distnbuted by Mr Rosenfield's The insurer has not yet decided whether to The insurer has estabhshed a reserve of ap- Noleon Huret 154 151 70 45 154-154
Proposition 103 Enforcement Project, consumer appeal the mling to the US Supreme Court, pronmately $50 milhon to pay its Proposition PWS Holdings 45 14/M 25 55 45-43
advocate Ralph Nader IS quoted as saying the accoding to Gary Fontana, a partner with 103 habilities, according to Mr Fontana Sedgwick Grp 173 192 75 43 173-163
court's decision "vmdicates the verdict reached Thelen, Mamn, Johnson & Bnclges m San The ruling becomes final withm 30 days. Steel BrlJones 116 N/M 113 97 116-1 5
by Callforma voters m 1988-that the msur- Francisco who argued the case before Cahfor- 20th Century has 90 days after that seek U S Willis Gorreon 183 140 83 54 156-153
ance industry had overcharged the pubhe and ma'shlith court m June (Bl, June 13). Supreme Court review i _Source Phmp Olsen, London " Actual 1993 ligures_
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Weekly Year to date Annual Mkt./El Weekly Year to date Annual Mht./Ek
BROKERS P,ice % change % change High low Vol (000) $ Ow % Yield P/E Book value vallie Pie % change % change High low Vol (000) $ [Av % Yield RE Book value valle
Acordia Inc NYS 2600 1 96 558 28 75 21.00 5 oso =31 13 10.22 254 NAC Re Corp Noa 2588 7.17 11.16 3700 2400 316 o.16 o062 14 1T . =2a =
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E W Blanch Holdings Inc NYS 21 00 3 70 2086 2350 1575 25 o322 152 19 4.10 512 Navigators Group NDQ 1800 ss8s8 -a857 3900 1600 74 600 3333 7 1699 cE
Gallagher Arthur J & Co NYS 3238 078 244 37.13 28.13 102 o888 272 16 7.52 4.31 Nobel Insurance Ltd NDO 8.13 4 41 6.56 863 663 88 O=20 =246 4 684 118
H.Ib Rogat & Hamilton NYS 1188 206 o952 15.13 1113 77 oas aoa 16 451 265 NWNLCompanies NYS 31 63 080 269 3875 2700 252 o090 =285 11 2397 132
Marsh & McLennan NYS a8500 o087 aas o1.88 7700 67 290 341 17 1676 5.07 Ohio Casualty Corp NDQ 31.25 234 1.96 3600 26 50 215 1.46 4a.67 13 2384 131
Poe & Brown ~NDO 21.50 5a9 19.44 22.75 1688 4 oao 1sec 16 302 7 12 Old Republic Int | NYS 21.63 1.70 -3s9 27 63 21 50 218  oas 222 8 2357 coz
BROKERS AVERAGE -oo as 23 a Orion Capital Corp NYS 32 75 155 607 3750 2863 70 o7z =220 ) 2743 113
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CNA Financial Corp Nvs ©100 -0a1 2254 8950 6000 135 000 ooo 18 7792 078 UNUM Corp Nvs a7.76 -0.62 s0s  so38 4300 501 o6 201 12 2755 4=
Continental Corp NYS 1688.11.18 3891 3300 14.13 2156 1.00 s93 73 3890 043 ¢ rociities Gorp NDQ 1250 338 o6 1463 ao5 183 600 OO0 - 1048 ‘o
EMC Insurance Group Inc Noa 863 417 °21 1025 8so <+ o5= so= ° NA NA - UsFaG corp NYS 1300 631 1405 1sss 1i1es 1163 020 154 ° 1060 123
Emphesys Financial Gr Inc NYsS 28.38 1.30 NA 33.13 21 25 186 060 2.11 v NA N A USUCO Com NYS 21.63 8 81 3106 21.63 15 75 84 oz24a 1.11 8 2522 0.86
EXEL Ltd NYS 4013 223 1083 ao3s8 3600 300 1.20 =2 99 B 3381 19 USLIFE Corp NYS mooe _oss o5 srs  sass s o4 s> o P, o84
Fremont General Corp NYS 24.88 0.51 311 28.38 21 50 et ©76 306 v 2340 06 Washington National NYS 21.25 000 12.37 26.13 2063 156 1os sos 8 2840 ors
Frontier Insurance Group NYS =388 074 2279 3750 2541 o1 o4as 1a= "7 1633 2 07 Zenith Natmnal ins NYS 2563 733 1582 2875 2063 2= 100 @250 R 17.71 1as
ca 3 ASE 200 435 ooo 1216 784 104 ©oo4a oaa 13 349 258 Zunch Rensurance Centr NYS 2738 092 3.10 3388 2425 32 o000 ococo 57 24 41 1z
General Re Corp NYS 10963 000 3.8 13338 101.75 aze 192 17s s 5554 197 | NSURERS/REINSURERS AVERAGE os as s 101
Guaranty National Corp NYS 1763 1a4a o071 24 75 1375 =5 os0 =sa 1 1181 149
Harley.vtlle Group NDO 2050 465 2807 3025 19.75 21 o6a 312 14 1835 1 R HEALTH MAINTENANCE ORGANIZATIONS
Hartford Steam Boiler NYS 4463 000 o.28 53.38 az.38 49 2124 75 56 1580 Z 82 FHP International NDQ 24.25 3 47 a73 29 75 18 25 560 000 00O 15 11.43 212
HCC Insurance Holdings NDO 21.50 1.15 661 23.84 1500 84 o.00 ocoo 16 1075 2.00 Humana Inc NYS 1938 265 544 22 38 11.88 3496 00O coOo 23 571 aze
Home Holdings Inc NYS o975 930 4348 1850 975 oz 0.00 coo 3 1996 C 49 Paciticare Health Sys Noo 6500 6.12 72.19 6500 3050 506 00O 0OoO 23 1115 s a3
ITT (Hartford Group) NYS 8300 264 o54 o597 7863 1841 198 239 11 57.11 145 Safeguard Health Enter Noa 1075.1400 1400 15 50 925 70 ooo o.00 14 5.71 188
Kemper Corp NYS 60 750 41 69.34 6500 33.13 630 092 1 51 145 3898 1.56 Sierra Health Services NYS 2675 -047 2022 3075 1550 212  ooo ooo 17 460 582
Lawrence Insurance Group ASE =250 coo 3103 6s0 1.50 o ocoo ocoo 6 aze 059 TakeCare Inc NDQ 7775 000 4266 7825 3800 © ocoo coo 24 1869 ais
| Lincoln Natmnal NYS 36 63 1.74 1483 as>s 3550 833 1 64 aas ) 3253 113 United Healthcare Corp NYS a963 730 3278 50 75 27.19 3081 ooz ocos 36 1064 ae6
Markel Corp NDQ azso0 1.19 1039 aaso0 3675 21 ooo ocoo " 2468 172 U S Healthcare NDQ 4z00 307 o057 4750 2666 4753 o84 2.00 19 621 =7
Mid Ocean Ud NDO 2525 000 1062 34 75 25.00 38 00O coOO 13 2024 1 25 Nellpoint Health Networks NYS 24.75 100 1984 3700 2a63 521 o000 ooco 12 1094 226
Mutual Risk Mgmt Ltd NYS 2600 3a8 1333 32 75 21.13 101 o.28 1.08 15 571 455 HMOS AVEAAGE os 158 o= 20
ALL COMPANIES AVERAGE o3 54 29 12

55lem ®slgo N-ordby'llt«*9991 inc T



©1994 Reliance National Insurance Comoany

Reliance National talks to you
In ways you understand.

Anticipating Tomorrows e
Needs... Today ¢
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