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Updates-
Marsh & McLennan, EEOC settle

suit over J&H retirement practices
NEW YORK-Marsh & McLennan Cos.

Inc. has settled a suit for $28 million with the
Equal Employment Opportunities Commis-
sion over the retirement practices of the for-
mer Johnson & Higgins brokerage.

The money will be divided among 13 for-
mer J&H directors, 11 of whom separately
are suing J&H directors who were active in
1997, when the brokerage was sold to Marsh
& McLennan. The former directors allege
they were defrauded in the sale.

The largest portion of the money will go
See Updates on nezt page

OK sought for benefits in captive
By JERRY GEISEL

WASHINGTON-Union Car-

bide Corp. is asking the Labor De-
partment for approval to use its
offshore captive to reinsure em-
ployees' supplemental life insur-
ance policies.

Danbury, Conn.-based Union
Carbide wants to use a new U.S.

Virgin Islands branch of its
Bermuda-domiciled insurance

subsidiary, Westbridge Insurance
Ltd., to reinsure a portion of life

insurance policies written by
Metropolitan Life Insurance Co.
MetLife has written the policies
for about 10 years.

Under a 1983 ruling, the Labor
Department defined the Virgin Is-
lands as a "state" under the Em-

ployee Retirement Income Securi-
ty Act. One of the Labor Depart-
ment's requirements for funding
employee benefits through a cap-
tive is that the captive be licensed
in a domestic state or territory.

Union Carbide Assistant Trea-

surer Richard Inserra says the ar- reinsurance arrangement comes
rangement will broaden West- more than five years after the de-
bridge's book of business, ensur- partment rejected the request by
ing a more stable base. The another major employer-
life insurance policies --- transportation giant
now generate several CSX Corp.-to use itsmillion dollars in pre- fRI![RIEE] 1 vermont captive to
miums, which partici- rfES[iIDIB]2 1 reinsure group basic
pants pay. Last year, < x and optional term life
Westbridge reported net - written by Aetna Life In-
written premiums of $16.4 mil- surance Co. and Prudential In-

lion. surance Co. of America.

Union Carbide's request for La- The CSX filing attracted large-
bor Department approval of its scale interest in risk management

Groups set February summit

Industry voices unite
By MARK A. HOFMANN

WASHINGTON-All for

one and one for all is better
than a free-for-all when *Ii,i-#,ii

lobbying Capitol Hill. C rirl'
That's the thinking be-

hind the decision made by
three major commercial in-
surance trade groups, who
will gather together at the
first Commercial Insurance Leg
islative Summit next Feb. 7-8.

The three Washington-based
groups-the American Insur
ance Assn., the Council of In-

surance Agents & Brokers
and the Reinsurance Assn. of

America-last Friday an-
nounced their plans to hold

0

the summit. The idea

arose during the past year,
as the leaders of the three

groups agreed that they
share many common con-

4: - cerns and very few con-
flicts, said Ken Crerar,
president of the CIAB.

Mr. Crerar said the

groups see the summit,
which will be an annual

event, as representing "sort of the
vertical commercial market." The

CIAB's member brokerages and
agencies place about 80% of
the U.S. commercial insurance

premium, the AIA's member
insurance companies write
about 75% of the primary

See Summit on page 42
From left: Robert Vagley of the AIA, Ken Crerar
of the CIAB and Frank Nutter of the RAA.

New DES lawsuits seen
Research indicates danger to grandchildren

By JOANNE WOJCIK

Another wave of product liability claims is likely
following the release of new research that suggests
apther generation may be at increased risk of devel-
sping cancer and reproductive disorders because of

ian antimiscarriage drug.
Those claims by the grandchildren of women who

took DES, or diethylstilbestrol, would come on top of
the enormous number of lawsuits already brought
against pharmaceutical manufacturers by people
who allege health problems from their mothers' use
of the drug during pregnancy.

If the new DES findings trigger a new wave of
claims, there also will likely be another wave of cov-
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erage litigation, predicts Kevin Quinley, senior vp of
MEDMARC, a medical products liability underwrit-
er in Fairfax, Va.

"If there are no specific DES exclusions, there
could be a whole new spate of coverage litigation
over when did the event take place," Mr. Quiriley
said.

Some of the companies that made the drug may be
covered for such claims, based on a 1997 federal
court decision involving E.R. Squibb & Sons Inc., ac-
cording to an attorney who represented Squibb in
coverage litigation.

"We asked the court to make some (coverage) deci-
sions on third-generation injuries that we believe

See DES on page 41

and captive circles. That interest
was triggered because experts saw
new opportunities for employers
to take tax deductions for proper-
ty/casualty premiums paid to
their captives by using the cap-
tives to insure or reinsure employ-
ee benefit coverages.

The deductions, experts rea-
soned, would have been possible
in the wake of appellate court rul-
ings that parents can deduct pre-
miums paid to a captive as long as

See Captive on page 43

HMO quality up,
NCQA data finds

By MICHAEL PRINCE

WASHINGTON-Health maintenance organizations that re-
peatedly report quality data provide higher-quality care, a
health care standards organization says.

But even beyond this group, quality of care measures have im-
proved for HMOs nationwide, according to a report released last
week by the National Committee for Quality Assurance.

The study shows that "consistence and commitment deliver
better quality," NCQA President Margaret O'Kane said at a press
conference announcing the Washington-based organization's
third annual "State of Managed Care Quality" report.

The overall increase in HMOs' scores also demonstrates that

publicizing performance has led to better quality, Ms. O'Kane
said.

The report is based on performance data submitted by health
plans for the NCQA's Quality Compass 1999 database, which
contains data on more than 50 quality measures. Almost 250 or-
ganizations, representing 410 HMOs and point-of-service plans
that cover nearly 70 million people, submitted data. Another 112
managed care organizations contributed data for calculating av-

See NCQA on page 42

Data disclosure, quality linked
Percentage of patients getting specific care higherwilh repeat repollers

1996 1997 1998 3-year
Measure national national national public

average average average reporters

Beta blocker

treatment

Breast cancer

screening

Prenatal care

in first trimester

62.5% 74.0% 79.9% 85.0%

70.3% 71.3% 72.2% 76.1%

83.4% 83.1% 83.6% 87.7%

Source: National Committee for Quality Assurance
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Updates
Marsh settles with EEOC
Continued from previous page
to Kenneth A. Hecken, who is to get $3.5 million. Mr. Hecken retired as
vice chairman of J&H in 1991. Former J&HChairman Robert V Hatcher

Jr. will receive $1.8 million, said James Lee, New York regional attorney
for the EEOC. Each director's share of the money was determined by his
retirement date and compensation at the time of retirement, he said.

The case began in 1993, when the EEOC alleged that J&H violated the
federal Age Discrimination in Employment Act by requiring its directors
to retire at age 62, or at age 60 if they had been directors for 15 years or
more (BI, Aug. 9, 1993).

At first, the retired directors did not endorse the EEOC's action. In a let-
ter to BI, Mr. Hatcher stated that the retired directors had approved the
retirement policy in 1983 and did not need the protection of the EEOC.
"Far from representing our interests, the suit threatens those interests by
involving the firm in potentially costly litigation... -What a sad waste of
taxpayer dollars!" he wrote (BI, Sept. 6,1993).

Many of the retired directors changed their stance, however, when
Marsh & McLennan bought J&H for $1.8 billion, with most of the money
going to then-current dimctors.

The EEOC won a 1995 court: ruling that the mandatory retimment pol-
icy violated the ADEA. An appeals court upheld the ruling in 1996. The
case was due to go to trial to determine damages, but mediation efforts
began in March this year, Mr. Lee said.

It would have been very difficult fortheEEOC to extract such a signif-
icant settlement without the cooperation of the retired directors, he said.

An M&M spokeswoman said funds for the settlement were taken from
reserves made at the time Marsh & MeLennan bought Johnson & Higgins.

Insurer wins pollution ruling
HARRISBURG, Pa.-In a defeat for policyholders, the Pennsylvania

Supreme Court has ruled that the absolute pollution exclusion unam-
biguously bars coverage in a 1991 construction site accident.

The court ruled last week in Madison Construction Co. vs. Harteysvitte
Mutual Insurance Co. that coverage was barred for injuries to a worker
who fellinto an excavation site afterbeing overcome by fumes from a cur-
ing agent.

When the worker sued Madison, a subcontractor at the site, the com-
pany demanded coverage from Harleysville. The insurer denied coverage
based on the pollution exclusion.

In the coverage suit, a trial court and appeals court granted summaty
judgment in favor of Madison, but those rulings were overturned by a see-
ond appeals court ruling and, finally, the state Supreme Court decision.

In its first opinion on an environmental coverage provision in an insur-
ance case, the state Supreme Court ruled that the curing agent constitut-
ed a pollutant within the meaning of the exclusion and rejected policy-
holder aIguments that, because the fumes did not leave the enclosed area
where the work was being performed, no release within the meaning of
the exclusion took place.

The court ruled that "by its very terms, the exclusion encompasses dis-
charges that do not leave the work site. Therefore, the exclusion is unam-
biguous and it encompasses the discharge or dispersal" of the curing
agent.

Health cover denials high: Study
Nearly 90% of physicians in a recent survey say health plans have de-

nied their patients coverage for services in the past two years, a new sur-
vey reports.

The most common type of denial concerns prescription drugs, accord-
ing to the survey conducted by the Henry J. Kaiser Family Foundation,
which is based in Menlo Park, Calif. The foundation is not associated with
Kaiser Permanente. Findings were based on a survey of 1,053 doctors and
768 nurses.

Also, one-third to two-thirds of doctors say that, in their judgment, the
denials of treatment had adverse health consequences for the patients.

"There is a great deal of inappropriate care in the health care system,
and it is the managed care indutly that has taken on the unpopular job
of controlling costs, but this level of conflict and admjnistrative haggling
between doctors and plans can't be good for our health care system or for
patients," Drew Altman, president of the Kaiser Family Foundation, said
in a written statement.

Doctors and nurses surveyed gave managed health care mixed Ieviews
They say managed care has driven up paperwork, hurt the quality of care
and decreased the amount of time spent with patients. But they praised
managed care for preventive care, practice guidelines and disease man-
agement programs.

Two-thirds of physicians surveyed say they intervene with health plans
on patients' behalf, and almost half of them report they have exaggerated
the seveity of a patient's condition to get coverage for medical care.

Karen Ignagni, president and chief executive officer of the American
Assn. of Health Plans, criticized the survey, saying it conflicts with previ-
ous research. She pointed out that the survey did not note what percent-
age of treatment decisions health plans denied coverage for, or whether
the treatment requested was consistent with the latest medical evidence.

Anthem to fund foundations
HARTFORD, Conn-Anthem Inc. agreed last week to fund a charita-

blehealth care foundation in Connecticut with $40.8 million to settle law-
suits filed against it over its 1997 merger with Connecticut Blue Cross &
Blue Shield.

The lawsuits had been filed by Connecticut Attorney General Richard
Blumenthal, State Comptroller Nancy Wyman and the Citizens for Eco-
nomic Opportunity.

Indianapolis-based Anthem, which is seeking state regulatory approval
to acquire Blue Cross plans in Maine and New Hampshire, also has
agreed to fund foundations in those states with $100 million and $80 mil-

See Updates onpage 42

Who should get data?
Employers want proof-of-coverage information confidential

By MEG FLETCHER

Concern is rising among some
employers, state administrators,
insurers and agents about a grow-
ing number of states releasing em-
ployers' workers compensation
insurance information to a private
company, which in turn sells it to
prospecting agents.

Nearly all states require insur-
ers to file such information to ver-

ify that employers have state-
mandated coverage to protect
workers in the event of a job-re-
lated injury. Other employers,
such as contractors, also can ac-
cess the information in most

states; they use it on a case-by-
case basis to verify that potential
business partners have coverage.

Many states previously had con-
sidered such employer-specific in-
formation on insurance coverage

confidential, though ,
Florida makes such in- /.-'

formation readily avail- SMA
able to encourage mar-
ket competition.Recent requests to state officials from ,« t

Lakeland, Fla.-based

DataLister Inc. seeking ,
employers' proof-of- :
coverage information •,· c. · · ·:· · ,A.·":4- 4. 4,rj<
have cited freedom of

information laws in

support of its requests.
DataLister's requests Policyholders' workers compensation informa-
have caused many tion can be bought on DataUster Inc.'s Web site.
states to re-examine pursue the remaining states, a
their position, sparking this con- DataLister spokesman said in a
troversy. written reply to questions.

"To date, DataLister has re- DataLister currently is selling
ceived 26 state declarations that to agents information on employ-
the workers compensation policy ers in about 22 states, which it ex-
compliance data is public record," pects to expand, he said.
and the company is continuing to See Data on page 32

Wrap-ups gaining popularity,
evolving for more varied use
By ROBERTO CENICEROS

SAN DIEGO-The use of insur-

ance wrap-up programs for con-
struction projects continues to
gain popularity, while at the same
time evolving to meet the needs of
a wider variety of projects.

Wrap-ups are also referred to as
owner-controlled insurance pro-
grams because such programs en-
able the party sponsoring the con-
struction to purchase workers
compensation and general liabili-
ty insurance policies for all the
contractors and subcontractors

C INSURANCE
AJ¥RAP-UP

ROGRAMS*
participating in their building
project.

Owners can profit from making
insurance coverage centrally
available for their contractors,

rather than having to indirectly
pay for it when built into the cost

of contracts. Companies are moti-
vated to offer wrap-ups by other
factors, too, such as the ability to
centralize claims handling and
centrally manage safety pro-
grams. Public entities in particu-
lar often implement wrap-ups to
further minority contractor hiring
goals by eliminating the cost of
insurance as a factor in bidding
on construction work.

The use of wrap-ups for some of
the risks in smaller construction

projects is a growing trend, ac-
cording to George D. Dale, presi-
dent of DBH Resources

See Wrap-ups on page 39

House, Senate differ on benefit provisions

Conferees to tackle tax bills
WASHINGTON-A House-

Senate conference committee
could meet as soon as this

week to resolve differences in
two tax bills.

The Senate approved the
Republican tax bill last Fri-
day afternoon by a 57-43 vote
along largely party lines.

The bill that passed the
House includes many provi-
sions not in the Senate-passed
bill, including:

• The House bill would raise

to $40,000 from $30,000 the
maximum annual contribu-
tion that could be made to a

defined contribution plan and

inside

would raise to $160,000 from
$130,000 the maximum annu-
al benefit that could be fund-

ed through a qualified defined
benefit plan.

• The House bill would raise

to $200,000 from $160,000 the
amount of compensation that
could be considered in com-

puting pension benefits.
• Employers could receive a

tax credit equal to 25% of ex-
penses for building or running
a child care facility. The max-
imum annual credit, though,
could not exceed $150,000.

• The House bill would

See Tax bills on page 43

• Next year's joint legisjative affairs conference among
three insurance industry trade associations will better co-
ordinate lobbying efforts. PAGE 8

• The deregulation of electrical utilities on both sides of
the Atlantic has created a large number of new companies
that are embracing new approaches to measuring and
managing risk on an enterprise-wide basis. PAGE 35
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Solvency requirements portend higher premiums
By JOANNE WOJCIK

mployers should be on the
lookout for higher health care
premiums as states begin to
implement more-rigorous sol-
vency requirements for man-
aged care firms.

So far only three states-Arkansas, Ne-
braska and Washington-have passed leg-
islation adopting the Risk-Based Capital
for Health Organizations Model Act pro-
mulgated by the National Assn. of Insur-
ance Commissioners last year. Eventually,
all states are predicted to follow suit,
though one HMO official sa id they are ex-
pected to do so gradually enough to give
plans time to prepare.

When states do adopt the standards, the
new formula will apply not only to health
maintenance organizations but also to all
types of risk-bearing managed care plans,
including independent physician associa-
tions that receive capitated payments from
insurers, HMOs and direct-contracting em-

Employe

ployers. During the past decade, it has be-
come more common for EMOs to transfer

their risk by contracting with IPAs and
paying them a per-memoer fee for provid-
ing all the medical services.

Employers should ques.ion their health
plans if they use the new NAIC regulations
as an excuse to raise rates. as doing so may
not be necessary, at least one health care
consultant says.

"I don't doubt that they may attempt to
use it as an excuse for raising premiums,"
said Rich Ostuw, global prance director
for group benefits and health care at Wat-
son Wyatt Worldwide's Stamford, Conn.,
office.

But Gary Hagen, senior vp of Yountville,
Calif.-based Managed Care Resources, said:
"If you raise the bar, there are only a cou-
ple of ways you can generate the capital. If
you're publicly traded, you can do a public
offering. But this is not an attractive alter-
native at this time. Or, you can raise premi-
ums."

"There will be pressure on the premium,"

agreed Carl Gerlich, chief executive officer
of East Bay Medical Network in Oakland,
Calif. East Bay provides services to IPAs
that assume risk.

The NAIC decided to create a risk-based

capital model for health care after regula-
tors realized that many such organizations
were not subject to the same rigorous sol-
vency tests as life/health and property/ca-
sualty insurers, explained Lou Felice, su-
pervising insurance examiner in the New
York Insurance Department. Mr. Felice is
chairman of the NAIC working group that
developed the model act.

"Interest developed back in the early '9Os
when risk-based capital was incepted for
life and property/casualty companies," he
recounted. "As health reform came to the

forefront, there was a recognition by the
NAIC that these groups were left behind."

The NAIC got an even bigger push when
news began to circulate throughout the
health care industry that a few firms-such
as Norwalk, Conn.-based Oxford Health

See Solvency on net page

rs scrutinize prescription drug costs

.

.

.

By ROBERTO CENICEROS

ecent steep price increases

-for prescription drugs aredriving employers to seek
new approaches to rein in
these escalating costs.

Some employers, in con-
junction with their heal:h plans and pre-
scription benefit managers, have intro-
duced copayment structures designed to
encourage employees to use less-expensive
drug therapies. Others have opted to take a
careful look at their P3Ms to see whether

they really are effective in lowering drug
costs.

And certain employers are looking be-
yond costs and exploring how prescription
practices affect worker productivity and
how they might best work with other medi-
cal treatments to improve employee health
quality. While some P3Ms are working to
meet that challenge, a lack of information-
sharing between health plans and PBMs re-
mains a hindrance.

Prescription costs are expected to contin-
ue to increase at about 15% to 16% annual-

ly, according to PBM and consultant re-

Inside

PPOs gaining 
ground in

dental care page I O

Directory of Prescription

Benefit Managers page 17

 Spotlight editor: Todd J. Behme

ports.
So far, most of the price increases have

been borne by employers and health plans,
whose drug spending grew 123% between
1992 and 1997, according to the Washing-
ton-based National Institute for Health

Care Management Research and Education
Foundation. Meanwhile, consumer out-of-
pocket spending grew only 13% over the
same period, according to the foundation.

In an effort to control their spending,
more employers are introducing tiered co-
payment structures, in which employees
pay additional amounts for more-expensive
drugs. Under such plan designs, employees
typically pay the smallest copayment for
generic drugs, an additional amount for
brand products and still more for non-for-
mulary prescriptions.

Managed care organizations offering
three-tiered plan structures grew to more
than 50% by the fall of last year, from 36%
early in 1998, according to Scott Levin, a
pharmaceutical consulting company in
Newtown, Pa.

During the first quarter of 1999, 30
clients of Scottsdale, Ariz.-based PCS
Health Systems Inc. adopted three-tiered

copayment structures, said jeff Sanders,
senior vp of value development. Before
then, only 21 of the PBM's clients had a
similarly tiered structure.

"It is looking like next year there are go-
ing to be a lot of implementations of three-
tier copayments," Mr. Sanders said.

The market is definitely moving to tiered
copayments, said Eileen Settineri, a health
care consultant for Watson Wyatt World-
wide in New York. Because the market is

still evolving, however, businesses with em-
ployees in many states may have trouble
finding health plans that provide the pro-
grams in all states, she said.

In addition, improperly structured three-
tiered systems may not produce the desired
affect for employers, consultants said.

Pharmaceutical researcher Scott Levin

found that the average copayment for
generics is $6.50, while it is $12.04 for
brand drugs and $24.50 for non-formulary
drugs, according to a drug trend report pro-
dueed by Maryland Heights, Mo.-based Ex-
press Scripts.

But consumers are willing to pay more
for preferred prescriptions, said Leslie

See PBMs on page 6

Employers have various options
in covering catastrophic care

By DEBORAH
SHALOWITZ COWANS

ome of the new tools employers and
health plans are using to control the
costs of catastrophic health care
claims include intense case manage-
ment, negotiated discounts with
providers and contracting with ven-

dors to assume all claims costs in exchange for a
set fee.

For the most part, however, self-insured em-
ployers still rely on stop-loss insurers to fund and
manage catastrophic health care claims.

Experts offered a wide range of numbers for
what constitutes a catastrophic health care claim.

Ned Goodhue, president and chief executive of-
ficer of Avandel Inc., a catastrophic care manage-
ment company based in Lynnwood, Wash., said
treatment for a specific episode of care that ex-
ceeded $50,000 could be considered a catastroph-

ic claim.

Gail Nowacky, president of Triage Alliance
Inc., a managed care organization in Salem,
Mass., which specializes in catastrophic health
care claims, said that often claims exceeding
$100,000 are considered catastrophic.

Paradigm Health Corp., a catastrophic health
care claims management company in Concord,
Calif., handles cases with an average cost of
$150,000 to $250,000, according to Paul LaPine,
senior vp.

And at Merck & Co. Inc. in Whitehouse Station,

N.J., claims costing in excess of $200,000 are con-
sidered catastrophic, according to Wendy Miller,
senior director of benefits planning and research.

Given the wide range, some experts say that
catastrophic claims are determined more by diag-
nosis than cost.

"It's the diagnosis that triggers whether (a
claim is) catastrophic or not, not the dollar

See Catastrophes on page 14
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Continued from previous page
Plans Inc.-were having financial
problems, Mr. Felice said.

Oxford, which had been a long-
time favorite of Wall Street, report-
ed a $284.7 million loss for the Plans
Inc.-were having financial fourth
quarter of 1998.

In October 1997, the managed care
company's stock fell by two-thirds
after it reported difficulties in col-
lecting accounts receivable because
of computer problems, and the com-
pany reported a $78.2 million third-
quarter 1997 net loss, citing prob-
lems with its management informa-
tion systems.

By December 1997, regulators or-
dered Oxford to add $164 million to
its New York subsidiaries' medical

reserves (BI, Dec. 15, 1997)
Besides establishing standards for

measuring whether a managed care
organization's reserves are adequate
to meet the risk it is assuming, the
NAIC model act also lays out a legal
framework for regulators to use
when plans are heading toward in-
solvency.

"In most cases, (the model law)
raises the capital benchmark a bit,
but more importantly, it sets up a
formalized structure for regulatory
action," Mr. Felice said.

Before this model act was devel-

oped, "there was nothing that for-
mally spelled out what legally needs
to be done when an organization
gets in financial trouble," he ex-
plained.

In some states, managed care

firms are licensed as life insurers,

but that's not always the case, Mr.
Felice explained.

Recognizing this, the NAIC de-
signed its model act to apply to all
health care organizations that bear
risk-not just those that are licensed
as insurers or HMOs. This includes

IPAs that accept capitated payments
for their services, because they are,
in effect, actir_g like insurance com-
oanies. A capitation is tantamount
to a premium, and providing ser-
vices is essentially paying claims,
Mr. Felice explained.

Fortunately, the model act dc es
allow plans to buy stop-1oss insu·-
ance to transier some of this new

risk off of their balance sheets, he
said.

And "there are other tools carriers
can use if their reserves are inade-

quate," said a spokeswoman for the
Washington state Insurance Depart-
ment, which applied the new model
act this year t) some 90 companies
licensed as health care organiza-
tions.

For example, they could be ac-
quired by or merge with a more fi-
nancially healthy firm, or they could
issue additional stock if they are
publicly traded, she said.

"Since they would not be raising
capital for operating expenses, they
-would be more likely to attract in-
vestors," she suggested.

But "investors won't just throw
money at you to increase your re-
serves," countered David Erickson,
director of investor relations at Paci-

fiCare Health Systems Inc., a large
HMC) based in Santa Ana, Calif.

"To get investors to invest, there
t.as to be a compelling reason," he

said.

As a result, "increasing the reserve
requirements could pose problems
for some plans," Mr. Erickson said.

And while going to the ca pital
markets maybe an option in E.c·me
cases ' non-publicly traded HMOs
must seek other ways to get m 3 ney
for reserves," he said.

Pointing out that, so far, only
three states have adopted the NaIC
model act, Mr. Erickson predicts the
new solvency requirements will be

'Investors won't just throw
money at you to increase
your reserves,' says David
Erickson of PacifiCare

Health Systems Inc.

implemented gradually so as not to
disrir t the price and availability of
health care coverage.

"Tne states aren't rushing to im-
plement this in any great fashion,"
he said. "I don't think any state
woild cause undue financial strain

on (managed care plans). Th«re
more interested in preserving stabil-

"rhat's why they willlikely phase
in (ike new requirements) over
time," he said. "It will be done v_th
encugh lead time so plans can pre-
para '

And. because the managed care
ind.istry is aware that the new 501-
vencr mquirements are com-ng,
"sIr-ar. plans should be prepared"
for when they take effect, Mr. Er.ck-

son said.

But Watson Wyatt's Mr. Ostuw
said the new solvency requirements
could act as a deterrent to physician
groups considering providing ser-
vices in a managed care environ-
nnent.

"It may well be somewhat of a
barrier:o entry," he said.

For example, provider groups that
view the HMOs primarily as market-
ing tools "can't do that anymore.
They'll have to think of themselves
as risk-bearing entities" and estab-
lish their own reserves, Mr. Ostuw
said.

Indeed, establishing reserves
could be especially difficult in places
such as California, where the com-
petitive health care market is al-
ready putting the screws to some
plans.

For example, Birmingham, Ala.-
based MedPartners, one of the na-
tion's most-profitable physician
practice management firms, began
selling off its assets last year in an
attempt to turn around huge deficits
in its California operations. The Cal-
ifornia Department of Corporations,
which regulates health plans and
contracting entities, seized Med-
Partners Provider Network in

March, saying it didn't lacked the
money and the means to pay claims.

MedPartners entered the Califor-

nia market in 1996, when it pur-
chased Friendly Hills Health Care
Network, a La Habra-based inte-
grated medical delivery system.

"The difficulty is, where will the
money come from?" queried Dr. Al-
bert Barnett, chairman of the Insti-
tute for Health Care Advancement

in Whittier, Calif. IHCA is a non-

profit medical research and educa-
tion foundation.

Because capitation payments to
doctors have pretty much held
steady for the past several years,
"every single IPA I know of in
Northern California needs to beef up
its balance sheet," said East Bay
Medical Network's Mr. Gerlich.

Most medical groups that contract
with HMOs accept a capitation pay-
ment for each enrollee and then pro-
vide care as needed. There is no sub-

sequent risk transfer, except when
the groups purchase stop-loss cover-
age. But while the medical groups
often buy specific stop-loss insur-
ance to pay for catastrophic cases,
few buy aggregate stop-loss, which
would cap their risk should the cost
of providing care to an entire group
exceed a certain threshold, Dr. Bar-
nett explained.

Besides aggregate stop-loss, other
provider excess insurance products
are available that will allow medical

groups to cap their exposure and
transfer the excess capitation risk
off of their balance sheets.

For example, medical groups can
buy aggregate reinsurance to pay
administrative costs and medical

claims that exceed their capitation
payments, according to Mr. Hagen.

The product, which Mr. Hagen is
developing for Managed Care Re-
sources, "is an option to help the
plans meet solvency requirements
that doesn't require raising premi-
ums," he said.

Unlike stop-loss coverage, which
limits reimbursements by paying only
on a pro-rata basis, this new reinsur-
ance will pay losses on a dollar-for-
dollar basis, he explained. m
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Do yok taKE the Rocdol Less Traveleol
With your Healthcare client5?
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PBMS
Continued from page 3
Weitzman, a partner in Chicago
for Deloitte & Touche L.L.P.'s In-

tegrated Health Group. A $15 dif-
ference in tiers. for example, will
not affect utilization, she said.

Ms. Weitzman advises that

when a three-ziered system in-
cludes non-essential drugs, such
as Viagra, a specific dollar copay-
ment should not be used for that

tier. Instead, plan participants
should pay a sizable percentage,
such as 50%, of the cost of a drug
within that tier, she said.

PBM representatives say the
three-tiered structures can save

their clients money, and they are
eager to demcnstrate how. But
Ms. Weitzman said it is still too

early to determine the Trograms'
impact on employer Costs.

As employers ques:.or the gen-
eral effectiveness e Z PBMs at

holding down their drug co:ts,
they are turning to consu.tants to

'Employers are starting 10
wonder"what am I

paying for?" So (audiling)
is a growing trend:' says
Leslie Weilzman.

audit PBM vendors.

"PBMs have certainly not lied
up to their promise of managing
the cost," said Deloitte &
Iouche's Ms. Weitzimn. '"Not all

of that is their fault. But, at any
rate, employers are starting to
wonder, 'What am I paying for?'
So (auditing) is a growing trend."

Some PBMs do provide more so-
phisticated services, but others do
little more than string together a
pharmacy network, said Edward
A. Kaplan, vp in New York for
The Segal Co.'s National Health
Care Practice.

Out of nine PBMs that Segal has
audited for emfloyers, three con-
si:tently made errors, ranging
from incorrectly coding 10% of
claims to, generating unwarranted
dispensazion and administrative
fees charged to plan sponsors. Mr.
Kaplan did not identify the PBMs
that were examined.

On the clinical side, Segal's au-
dits found Eroblems such as pock-
ets of plan particifants using un-

Frontier does. Seeking business which is perceived as difficult 
or unattractive, Frontier HealthCare looks for experienced j[
producers and provides them with the tools they need to penetrate f
the HealthCare market. Frontier HealthCare is designed to meet
the needs of the evolving marketplace through the enhancement
of existing products and the development of new ones, while
providing you the strength and stability of an *A-' rated carrier
with over 82.5 billion in assets.

To navigate your HealthCare business
down the road to success,

call 800-836-2100, ext. 5334.

Ileatthrare

tontier HealthCa e

our proyams Are Gles*eol to *fely -1,0 a Afferent road tb saccess
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usually high quantities of pain
killers, with the abnormal use es-
caping the PBM's notice.

The sophisticated electronic
systems used by PBMs that auto-
matically adjudicate claims pay-
ments and review drug utilization
do not catch all problems, Segal
found. System shortfalls can re-
sult in increased costs for employ-
ers and employee harm or dissat-
isfaction.

"There are some really good
PBMs," that caught spurious
claims submitted by auditors, Mr.
Kaplan said. "And there are oth-
ers where we had these significant
problems, and they were not just
1% of the claims. Upwards of 10%
of the transactions had prob-
lems."

The number of PBM audits con-

ducted by Deloitte & Touche has
doubled from a year ago, Ms.
Weitzman said. Most PBMs fail to

report to employers the ultimate
implications of prescription plan
design changes made to control
costs, she said.

"In general, the PBMs have not
been good at taking their reports
and turning them into useful in-
formation that employers can take
action with," she said. "Some are
better than others. But most of

them in general are not very good
at it."

The quality of its reporting is
one of the key reasons employers
contract with Systemed L.L.C., a
PBM unit of Merck-Medco Man-

aged Care L.L.C. in Franklin
Lake, N.J., according to Stefan
Linn, Systemed vp of marketing.

Reports on financial outlays and
service quality are valued more by
employers as costs rise, he said.
Numerous factors drive prescrip-
tion plan costs, and adequate re-
porting and analysis of prescrip-
tion use and service quality is
needed to control those costs.

Many employers, however, are
too focused on controlling costs,
said R6n Goetzel, vp of consulting
and national practice for The
MEDSTAT Group in Washington.
Forward-thinking employers, he
said, are looking beyond costs to
the overall employee health and
productivity impact of formula-
ries.

Those employers are saying " 'I
would be willing to spend money
on medical treatment and phar-
maceutical costs if it is going to
have a positive impact on produc-
tivity-if people are going to be
less absent, less disabled and be
more attentive and productive at
work, '" Mr. Goetzel said.

The quality of its
reporling is one of the
key reasons employers
contract with Systemed
L.L.C., says Stefan Linn.

Employers would like to have
more data on the positive impact
of new formularies, new medical
procedures and the money they
invest in their employees' health,
agreed David Scherb, chairman of
the Washington Business Group
on Health and vp of compensation
and benefits for Purchase, N.Y.-
based PepsiCo Inc.

Mr. Scherb said he would like to

know how many days employees
are at work, rather than out ill,
because of medications and treat-
ments that were not available 10

years ago. That sort of informa-
tion could help explain rising
health care expenditures, he said.

"If I knew that, I might feel dif-

ferently about my drug costs," he
said. "You are always going to
want your costs to be lower. But I
think there is another side to the

story. There is something coming
out of that that is positive," Mr.
Scherb said.

Employers are just beginning to
ask for information on the quality
of health care and prescription
drugs, he added.

With more employers looking
beyond cost cutting, leading-edge
PBMs are evaluating medical
provider practices and the out-
comes doctors obtain from various

combinations of prescriptions and
other treatments, said Michael
Meredith, senior vp Southeast At-
lantic Region employee benefits
group for Willis Corroon Corp. of
Georgia in Atlanta.

Express Scripts, for example,
has a unit that merges and evalu-
ates data on plan participants'
prescription practices and their

When PBM officials know

their companies are
going to be sold they
'get as lean as they can,'
says Michael Meredith.

medical treatment. Participating
employers must provide data from
their employees' health plan,
which more employers are begin-
ning to do, remarked Stuart Bas-
comb, executive vp for Express
Scripts.

Such an approach shows that
"the PBM and the managed care
HMO are concerned about the

quality of care," rather than just
the costs involved, Mr. Bascomb
said.

PCS is also focusing on quality
of care by working closely with
patient management company
Health International. in Scotts-

dale, Ariz., Mr. Sanders said. With
the consent of employers, PCS in-
tegrates its pharmacy information
for a plan participant with other
health information to guide the
patient through treatment.

Systemed has worked with some
employers and health plans on
data integration programs and
outcomes management, but the
practice is not yet widespread in
the industry, Mr. Linn said.

A lack of information sharing
between health plans and PBMs
continues to hinder efforts to inte-

grate such data, consultants and
PBM officials said.

PBMs also are facing the same
problems that plague other health
care industries caught in a rapid-
ly changing environment, consul-
tants say. Mergers and acquisi-
tions have hampered the ability of
some PBMs to process claims and
produce reports, consultants say.

When PBM officials know their

companies are going to be sold
they "get as lean as they can be-
cause that generally affects the
sale price," Willis' Mr. Meredith
said. "It does take its toll on the

end user-the employer," he said.
In the long run, mergers could

improve their service, Mr. Mered-
ith said. But in the short run, the
service-especially the service of
PBMs being acquired-can suffer.

PBM officials emphatically as-
sert that mergers have not hurt
their customer service.

But after every merger or acqui-
sition, PBMs are left with new data
warehouse systems, new reports
and claim systems and they often
do not merge those systems to meet
employers' expectations for good
service, consultants said. [al
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Opinions

A step in right direction
APPLAUD THE VISION of three industry

 trade associations for taking an important steptoward boosting their clout and efficacy when
lobbying on behalf of commercialinsurance interests.

The move by the groups-the American Insurance Assn.,
the Council of Insurance Agents & Brokers and the Rein-
surance Assm. of America-to join in a single legislative af-
fairs conference next year isa welcome initiative that will
mean better coordination of insurance industry lobbying
efforts.

By getting together first to discuss issues and then to lob-
by Capitol Hill on issues of common interest, the three
groups will be speaking with one voice.

In the past, there all too often has been a cacophony of
voices from the insurance industry. As a result, efforts to
win important legislative reforms have been hampered in
Congress by a multitude of organizations all pressing their
own agendas. Lawmakers were unable to sort through the
noise and mixed signals to discern the true extent of indus-
try support for certain measures. As a result, many legisla-
tive reforms fizzled for lack of broader and more-focused

support.

These stymied efforts include early efforts to pass finan-
cial services modernization legislation, which today is clos-
er to becoming a reality in spite of the industry's tradition-
al divisiveness. Other proposals that lacked uniform sup-
port include Superfund liability reform, uniform federal
product liability reform legislation, and the creation of
some sort of federally guaranteed reinsurance facility that
would help cover losses caused by a truly catastrophic nat-
ural disaster.

This alignment of the commercial insurance groups is
bound to pay more dividends when lobbying for financial
services reform, Superfund reform and reasonable legisla-
tive responses to emerging questions caused by the growth
of e-commerce.

The partnership behind the legislative conference makes
perfect sense to us and represents a vertical alignment of
most of the key stakeholders in the commerciallines arena:
agents and brokers, insurers and reinsurers. Each of the
three groups represents by far the largest proportion of
commercial lines activity within its respective market.

In fact, the only segment missing from this partnership
is the commercial insurance buyer.

We hope that in future efforts to present a unified voice
for the commercialinsurance industry, the Risk & Insur-

COMMERCIAL
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ance Management Society will be invited to join-and will
accept the invitation.

To be sure, the buyers and sellers of insurance will not
always have common goals. Nevertheless, at the congres-
sional level, they do have many shared interests. The par-
ticipation of buyers in a commerciallines alliance can only
help boost such a group's influence when lobbying law-
makers on those issues.

RIMS in the past year also has significantly boosted its
involvement in legislative affairs. In March, for example,
the society brought risk managers to Washington for the
first time ever to meet with lawmakers.

The society's legislative momentum has been stalled
since then, however, as RIMS seeks a replacement for Anne
B. Allen, who directed governmental affairs for the society
and had great success in raising RIMS' profile on Capitol
Hill.

When RIMS gets its legislative affairs back on track, we
hope it will reach out to the CIAB, AIA and RAA to explore
whether the buyers' group has areas of common interest
with the other commercial lines groups.

This joint conference may be one small step for the trade
groups, but has the potential to be a giant leap for commer-
cial lines interests.

Le#erc

Punitive damages opinion is 6immoral'
To the editor: This is in response to the

July 19 editorial, "Put Brake on Puni-
tive Awards," regarding the huge jury
award against General Motors Corp. Be-
cause the article is listed under "Opin-
ion" I respect the author's right to his or
her opinion, but I do want to rebut por-
tions of the justifications used to sup-
port that opinion.

Referring to GM's money being spent
by the jury indicates the deep prejudice
contained in the article. The jury made a
punitive damage decision. Punitive
damages are the one way a jury can fine
a defendant a sum significant enough to
compel the tortfeasor to change its
ways. GM is a huge worldwide corpora-
tion. Its assets would make it a world

power if GM were a country. How does
a court bring a stop to their wrongdoing
if a huge award is disallowed?

GM decided not to make their vehicles

as safe as they could. The punitive dam-
ages are not determined simply as a
multiple of the compensatory damages.
They are also determined in a manner to
punish a wrongdoer and discourage a
repetition of the wrongful conduct.

If GM does not answer to the court,

then I guess they answer to no one and
can continue to make vehicles less safe

than they otherwise could. Making un-
safe vehicles and paying the claims that
result adds to the profits of the compa-
ny.

I am indeed sorry for anyone who can
support this idea as just or proper. To do

so is simply wrong and immoral. We do
not need legislation allowing and en-
couraging this behavior. We need an end
to the behavior by GM and any other
wrongdoer. Wrong is wrong regardless
of the size of the party doing it.

Bill Ford

Pell City, Ala.

Assurex not only network
To the editor: We are surprised by the

statement by Graham Puttergill in the July
26 article, "Assurex Broadens Network,"
that the expansion of Assurex forms "the
only real global alliance" in the insurance
brokerage industry.

Presumably, none of the existing global
networks of independent insurance brokers
would consider themselves as being less than
real. The global reach of these networks is
quite similar to that of Assurex and contin-
ues to expand strongly.

In our experience, while global coverage is
indeed essential, the mal test for a network is
the commitment of the network partners to
outstanding service for all clients, including

even the smallest incoming account, to each
other and to the strategy of the network.

Professional independent brokers, be they
national or regional, have much to offer to
clients. Their international effectiveness,
however, depends almost exclusively on the
quality of their international partners and
their common ability to harness their joint
talent and potential into a coherent and re-
sponsive network. This is what adds value
for the client and what makes for a "real" al-
lianee.

Mareen A Hueffmeier

Director of Operations
International Insurance Brokers Assn.

Brussels, Belgium

.
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U Every year, 3.5 million people are

injured at work. That's where my job

starts, making all the calls I can to get

patients into the most appropriate

doctors, or just helping them find

alternate jobs they can perform while

in recovery. I worked in a hospital for

27 years, so I know what it's like to need

the help of anotherperson. That's why

I'll be there, on the other end of the

phone, coordinating care, so these people

can get their lives back on track. ##
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PPOs taking bigger bite of dental managed care
But indemnity plans still have almost two-thirds of enrollees

By MICHAEL PRINCE

 mployers ar€ continuing tte move to
managed care to pro-
vide dental benefits,
and enrollment in

dental preferred
provider organizations is growing
much faster than ttat of dental

health maintenance organizations.
Although final figures for 1998

have not yet been CE.lculated, an
estimate from the National Assn.

of Dental Plans puts dental PPO
growth for the year at 30% to

'./

lei D

26 1

35%, to more than 31 million
members. That level Jf enrollment

outstrips dental HMOs for the
first time: the NADP estimates

that dental HMOs grew 5% to 8%,
to about 28 million members in
1998.

In 1997, PPOs grew by 32.63%,
the NADP calculates. compared to
8.61% growth for HMCs. And
PPOs achieved that level of

growth even though HMOs gener-
ally have lower premiums than do
PPOs.

But indemnity plans still repre-
sented, by far, the largest share of

the dental care market in 1997.

Such plans covered 90.6 million

people and had almost 62% of the
market that year, according to
NADP data. Combined, dental
HMOs and PPOs had 34.6% of the
market,

Indemnity plans, however, grew
only 2.62% in 1997 and are esti-
mated to have decreased between
18% and 23% in 1998.

Costs for dental services and

dental insurance premiums have
risen faster than those of medical

plans over the past few years.
NADP statistics show that premi-

.0

ums for dental indemnity plans
rose 12% in 1997, and another

12% increase may be seen when
final figures for 1998 are tallied.

In response, employers are
switching to PPO plans to control
costs, said Bruce Skeggs, vp and
general manager of Delta Dental
Plans Assn. in Oak Brook, Ill.
Delta Dental offers indemnity,
HMO and PPO plans.

The surge in PPO growth comes
primarily from employers switch-
ing out of their indemnity plans or
adding a PPO to the traditional
plan, consultants and insurers
said.

Employer demands for a lower-
cost option forced indemnity in-
surers to respond by offering pre-
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ferred provider organizations.
"The dental PPO is the indemni-

ty market reaction to the move to
dental HMOs," said Evelyn Ire-
land, executive director of the
NADP.

Many employers, however, have
remained with their indemnity
plans to avoid the administrative
difficulties of switching to man-
aged care, said Bruce Caccia-
paglia, director of marketing for
PacifiCare Dental & Vision in

Anaheim, Calif., which offers both
HMO, PPO and traditional indem-
nity products.

"The cost of converting to a PPO
or HMO exceeds" the benefits

gained, he said, because dental
premiums are much lower than
those of medical plans.

Employee dissatisfaction with
HMOs also has played a part in
some employers' decision to
switch to PPOs to provide dental
care.

But the rapid growth of the den-
tal PPO may not be permanent.
Even though PPO enrollment is
growing faster than HMO enroll-
ment, employers ideally would
like employees to opt for and be
satisfied with lower-cost dental

'The dental PPO is the

indemnity market
reaction to the move to

dental HMOs,' says the
NADP's Evelyn Ireland.

HMOs, consultants said.

Employers often attempt to en-
tice employees into dental HMOs
by structuring the HMOs and
PPOs so that the HMOs cost mem-

bers less in premiums and have
lower copayments.

And employers may attempt to
save money by shifting employees
into HMOs as they become com-
fortable with managed dental
care. Also, if the economy cools
and employers look for ways to
cut costs, "HMOs will become
more attractive for their cost-con-

tainment ability," said Mr. Cac-
ciapaglia.

A dental HMO, like a medical
HMO, has a panel of providers.
Such a plan generally has no de-
ductible and a small copayment-
or, in some cases, no copayment-
for each visit.

Dental PPOs work like medical

PPOs, in that members can go out
of the network for services but

generally face higher copayments
and a deductible when doing so.

In general, PPO premiums range

an indemnity plan. HMO premi-
ums are even less, often 40% to
50% below the premium for an in-
demnity plan. These figures can
vary, however, by plan and geo-
graphic area.

But, cost issues aside, employers
frequently have faced employee
dissatisfaction with dental HMOs.

Employees often object to the
limited panels of dentists in HMOs
and sometimes have trouble get-
ting appointments with nearby
providers, consultants and insur-
ers said.

"The biggest problem, from an
employee perspective, is access,"
said Gerard Vyskocil, principal
with American Dental Consul-
tants in New York.

Mr. Cacciapaglia of PacifiCare
Dental & Vision said, "Access is

See Dental on page 12
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Dental PPOs have reason to smile
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Dental
Continued from page 10
the key to satisfaction."

So, rather than push employees
into HMOs and risk upsetting them,
the PPO has become the managed
care option of choice for employers,
despite its higher costs.

Employers are "tired of the grief"
with HMOs, said Mark Agnew,
practice leader-group and health
care for Watson Wyatt Worldwide
in San Francisco. An HMO saves an

employer money but "costs them in
terms of hand-holding and problem
resolution," and many employers
simply think it's not worth it.

Most HMO growth is among em-
ployers starting dental plans for the
first time, consultants and insurers

said. Also, there has been strong

Watch your step-don't be caught off guard by neW drugs that can quickly become
cost drivers in your prescription benefit plan.

As your PBM, Eckerd Health Services willlet you know in advance about new drug
introductions to help you manage their impact on your bottom line and manage their

utilization for positive outcomes in patient care. Plus, EHS members have access to over
51,000 pharmacies where they can have their prescriptions filled-including Eckerd stores.

For the right pharmacy-based prescription benefit plan for your organization,
ask your consultant or contact EHS today.

ECKEQD
HEALTH SERVICES
THE•RIGHT•SOLUTION

A JCPenney Healthcare Business

Eckerd Health Services • 620 Epsilon Drive • Pittsburgh, PA 15238 • 800-814-6600, Ext. 5015 • www.ehs.com

growth in voluntary HMO pro-
grams, where the employee pays all
or most of the premium. NADP fig-
ures show that in 1997, 28% of
HMO enrollees were in voluntary
programs. This compares with 17%
for PPO enrollees.

Mr. Agnew also noted that some
employers retain their HMOs but
don't recruit new employees into
them. This allows an HMO's mem-

bers to remain in the plan, while
limiting participation by new em-
ployees who might not want to en-
roll in an HMO.

But managing costs is not the
only way to save money, noted Dr.
Alan Vogel, vp and national dental
director for Metropolitan Life In-
surance Co. dental and vision prod-
uct management in Bridgewater,
N.J. MetLife offers both PPO and

traditional indemnity plans. Anoth-
er money-saving strategy is to use
technology to improve claims han-
dling and information exchange be-
tween plans and individual den-
tists.

"You have to work with them in a

way so that the dentist is more effi-
cient," Dr. Vogel said. To help cre-
ate this relationship, he said, plans
can help train dental office staff on
how to use the electronic equip-
ment or help defray some of the as-
sociated costs.

A movement to manage
care is in its early stages,
but 'lhis is the direction

we're going in,' says Dr.
Alan Vogel of MetUfe.

Another development in dental
care is the mobile unit run by Red-
wood City, Calif.-based On-Site
Dental Care, said Mr. Agnew of
Watson Wyatt. The mobile unit, a
converted recreational vehicle, vis-

its a client company, parks in its
parking lot and treats patients all
day. Although it's not a big cost
saver, it's a benefit that saves em-
ployees time, thereby increasing
productivity. Rather than having
employees spend lots of time away
from the office for dental visits, the
dentist visits the office.

The mobile unit "is a lower-cost

alternative but also has the produc-
tivity advantage of bringing the
dentist to the employee," Mr. Ag-
new said.

Dr. Vogel also noted that there is
some concern within the industry
about reduced availability of dental
services. Dental schools are closing,
fewer dentists are entering the
field, and the average age of den-
tists is rising, he said. The reduced
availability of services has been a
factor in the price increases, he not-
ed.

Also in its early stages is a move-
ment to manage care, as opposed to
simply managing costs, said Dr. Vo-
gel. This approach requires the de-
velopment of standards of care for
dentists and dental plans. For ex-
ample, he said, most plans provide
coverage for two exams and two
cleanings per year. Some studies,
however, have found that biannual

visits may be excessive. As a result,
more research is needed to deter-
mine how often exams should be

conducted and whether plans
should be adjusted, he said. A plan
that provides true managed care
should have the flexibility to ac-
commodate all types of patients, he
explained.

This approach is still in its infan-
cy and won't have much impact for
a few years, but "this is the direc-
tion the industry has to go in," Dr.
Vogel said. la,



V 6 YolirIL

Eye on
PHICO

Group

In todays marlzetplace, a successful
insurance organization must constantly seek new ways
to meet the needs of its customers.

At the PHICO Group, we're doing that by combining

superior customer service with innovative insurance

coverages. In fact, we're building a diverse group of

companies designed to make PHICO Group a preferred,

one-stop resource for our clients' insurance needs.

Best of all, the group shares the capabilities, resources

and financial strength of PHICO, one of the nation's

leading healthcare insurance specialists for more than

20 years.

We're making all these changes without losing sight of

what has always made us successful-listening to your

needs and providing customized insurance solutions.

Competitive Rates. Flexible Coverages. Innovative

Pro-gfams. Outstanding Service. It all adds up to a

commitment to reducing your insurance costs.

D) -1_1- 15 ,<F==:> /= SM
l«

_·26,1 /:9 =A \4„i$ \4,h.4-:

visit us on the web at www.phico.com • 800-382-1378

Building a Group of
Performance-Oriented
Insurance Companies

PHICO Insurance

Company

 Serving Healthcare Institutionsand Health Systems

-    Independence
Indemnity Insurance
Company

PHICO Cap tai
Markets

 Serving Physicians and otherAllied Medical Professionals

Excess and Surplus Lines
Insurer Serving

Specialized and
Unique Risks

PHICO Re Ltd.

' 1 Bermuda-based Reinsurer
.

- Specializing in Loss
Portfolio Transfers

Pennsylvania
Casualty Company

 Serving General Casualty, WorkersCompensation and Excess Casualty Risks

Mechanicsburg, PA • Boston • Atlanta • Indianapolis • Dallas • Minneapolis • San Diego



14 / Business Insurance, August 2, 1999

Sponight report

Catastrophes
Continued from page 3
amount," said Dr. Eric Book,

group vp-health management and
chief medical officer for Wellinark

Blue Cross & 31ue Shield of Iowa
in Des Moines. Wellmark covers

approximately 1.5 million geople
in five Midwestern states.

"The sickest 1% of our members

consume approximately 3( % Df
the health care dollars," Dr. Boek
noted.

Typically, catastrophic heal:h
care cases include organ trans-
plants, severe burns, head traima
and spinal cord injuries, severe
neonatal cases and the final stages
of some terminal diseases.

Only a small percentage of car-

diology cases reach a catastrcphic
level, Ms. Nowacky said. Typical-
ly, simple heart attacks and angi-
na are nct catastrophic, but car-
ciomyop:thy and congestive heart
failure are, she said.

Similarly, most cancer cases do
not become catastrophic, she con-
tinued. The most expensive cancer
cases to treat involve bone mar-

row transplants and rare blood
cisorders and lymphomas such as
r on-Hodgkin's lymphoma, Fa-
coni's anemia and multiple myelo-
ma

Experts expect the cost and fre-
cuency ol catastrophic health care
claims to increase in some areas

End decrease in others in the fu-
ture.

For example, while single-organ
transplants are becoming more
routine and thus less costly, mul-
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tiple-organ transplants are on the
rise.

Furthermore, medical re-

searchers are exploring numerous
new ways of using bone marrow
transplants to cure a variety of ill-

'As technology has
made medicine more

successful, it has made
it more expensive,'
says Michael Lichman.

nesses, which eould increase the

frequency of :hese expensive
treatments in the future, Dr. Book
pointed out.

"As technology has made

i

medicine more successful, it has
made it more expensive," stated
Michael Lichman, senior vp that
the most appropriate care is of-
fered; that the patient's family of
Willis Corroon of New York Inc.

in New York. "People are surviv-
ing things that used to kill them."

For example, new technology
involving the use of collagen-
based coverings for burn victims
is helping reduce infection and fa-
cilitate skin grafting, but the cost
is three to four times higher than
the cost of the more-traditional

treatment using pig or cadaver
coverings, pointed out Paradigm's
Dr. Alvin McLean, senior vp-
product development.

And while the frequency of
spinal cord injuries from swim-
ming pool diving accicenss has
gone down slightly because of
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care. It isn't enough to simply keep

pace. To reduce cost and increase
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HEALTH
INITIATIVES

successful public health cam-
paigns, the accidents that still oc-
eur tend to be severe, he noted.

Some employers and health
plans are using very tight case
management to control the costs
of catastrophic health care claims.

"We make sure there's aetive

case management" on all catas-
trophic claims, Merck's Ms. Miller
said. Usually a catastrophic case
requires inpatient hospitalization,
so when the company's utilization
review firm is called for precerti-
fication, the case is referred to a
ease manager, she said.

Wellmark recently instituted a
new case management program
for individuals in the final stages
of terminal diseases, according to
Dr. Book. The Personal Pass Pro-

gram is designed to make sure
See Catastrophes on page 16
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Catastrophes
Continued from page 14
that the most appropriate care is
offered; that the patient's family
is aware of community resources,
such as hospice care; and that in-
formation is properly disseminat-
ed to the patient, the patient's
family and all health care
providers involved in the case.

The voluntary program is of-
fered to patients within certain
diagnostic parameters. If a patient
decides to participate in the pro-
gram, he or she is referred to a
case manager who is responsible
for an average of 10 cases, far
fewer than the 60 to 90 cases a

case manager typically handles.
Although the program eventually
may save the insurer money, ini-
tially it will increase costs, Dr.
Book said.

Of eight patients who have been
offered participation in the Per-
sonal Pass Program, seven have
accepted, Dr. Book said.

Another option for an employer
looking to cut catastrophic health
care c6sts is to work with a com-

pany that has negotiated dis-
counts for this kind of care.

Triage Alliance has negotiated
discounts with health care

providers "that tend to be deeper
than (a company) would normally
get" through a managed care
group such as a health mainte-
nance organization or a preferred
provider organization, asserted
Ms. Nowacky.

Triage's clients, which include
employers, reinsurers and stop-

loss insurers, total approximately
1.5 million covered lives.

Triage sends patients requiring
catastrophic care to hospitals that
specialize in the particular prob-
lems the patients face. Because
Triage sends these facilities a sub-
stantial number of high-cost cas-
es, the company is able to receive
significant discounts on the care
of those cases, she explained.

Furthermore, "the more volume
a hospital sees, the greater the
chance of a more-successful out-

come," she added. Hospitals that
specialize in complex catastroph-
ic cases can prevent and are more
prepared to handle medical com-
plications, she added.

The fees that Triage clients pay
the company are determined on a
case-by-case basis.

A health plan sponsor can con-
trol catastrophic health care
claims costs by contracting with a
vendor that agrees to assume all
medical costs associated with a

particular case for a set fee.
After a catastrophic case comes

to its attention, Avandel offers
clients the option of paying a pre-
determined amount for all medi-

cally related costs up to one year
after the catastrophic event.

Medical costs covered include

inpatient and outpatient hospital-
izations; skilled nursing and reha-
bilitation facilities; surgery; fol-
low-up and home care; durable
medical equipment; pharmacy ex-
penses; diagnostic X-ray and lab-
oratory fees; and physical, occu-
pational and speech therapy

The employer is protected
against runaway costs, Mr. Good-

hue pointed out.
Avandel works with employers,

insurers and third-party adminis-
trators and currently covers ap-
proximately 7 million lives in 47
states.

Paradigm offers a similar ser-
vice. But instead of covering all
costs up to 365 days after a catas-
trophic event, Paradigm agrees, in
exchange for a set fee, to assume
all costs associated with a claim

up to a certain, defined, outcome.
Paradigm assigns all aspects

that could affect a case certain

weights that are factored into a
multiple regression analysis, Dr.
MeLean explained. Physical, psy-
chological, social and emotional
issues are considered in determin-

ing the fee.
Then, Paradigm works with its

client to select a defined outcome

for that individual, ranging from
the ability to be discharged from
the hospital to the ability to re-
turn to work.

Paradigm has managed approx-
imately 3,000 catastrophic cases,
according to Mr. LaP.ne. The
company covers approximately
1.5 million people.

Although these catastrophic
claims management companies
say their businesses are growing,
most companies continue to rely
on either their insured health plan
or stop-loss insurance to fund
catastrophic health care claims,
experts agreed.
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"We're not seeing a lot of
change" in how employers fund
catastrophic health care claims,
reported Mr. Lichman of Willis
Corroon of New York. "We're not

seeing a lot of movement in fund-
ing the claim."

Most self-insured employers
buy specific and aggregate stop-
loss insurance, said Barry Barnett,
a principal at PwC Kwasha in
Teaneck, N.J. Large employers
with more than 5,000 employees
typically will not buy stop-loss
coverage, he said.

Merck's Ms. Miller noted that

the pharmaceutical manufacturer
self-insures health care for its

18,000 active employees and does
not buy stop-loss insurance. Ell

28TH Annual

Agent/Broker
geographical index online
The 28th Annual

Agent/Broker geo-
graphical index of re-
tail brokerage office
locations is available

at the Business Insur-

ance World Wide Web site at

www.businessinsurance.corrVrnagazine/
di/ectoties. h#n/ forthe first time.

The geographical index lists organi-
zations appearing in the directory and

their commercial retail brokerage
branch offices by city and state, or by
country if located outside the United
States. Branch offices operating under
names similar to that of their parent
company are indexed under the parent
company's name. If the name of a
branch office is significantly different
from that of its parent, the office name
will be followed by that of the parent
company in parentheses.
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8/ directory of prescription benefit managers
e

Albertson's Better

Care Solutions

250 Parkcenter Blvd.,

Boise, Idaho 83706;

208-395-5920; fax: 208-395-6103

1998 revenues

Total gross revenues. $224,000

PBM gross revenues. . $224,000
PBM unbundled revenues . $224,000
PBM clients

Total....... .... ... 12

Employee/group plans
with direct service.... .12

Lives covered

Total..... . 120,000

Retail network

Phamiacy locations . . 40,000

Mail-order services

Percent of prescription volume. . 5%

Generic usage
Percent of prescription volume. ... 42%

Staff

Total.. .. ... .14

Professionals . ... ... .5

Registered pharmacists . .3

Parent: Albertson's Food & Drug; primary
business: retail phannacy.

Services: mail-order drug distribution,
claims processing, concurrent utilization
review, disease management, retrospec-
tive utilization review, benefit design con-
sulting, formulary management/review,
physician prescribing practices monitor-
ing and management, patient education.

Subcontracted services: online claim ad-

judication; retail pharmacy network.
Reports provided: physician prescribing

patterns, percent of generic vs. name-
brand prescriptions dispensed analysis,
prescription by age.

Service area: Westem states, Arkansas,

Florida, Louisiana, Missoud, Tennessee

and Texas.

Billing method: fee per claim.

Ameriscript inc.
4301 Darrow Road,

Stow, Ohio 44224;

330-686-7010:fax: 330-686-7011

www.chandler-group.com

1998 revenues

Total gross revenues...... . $736,682

PBM gross revenues.......... $736,682
PBM unbundled revenues . . $736,682

PBM clients

Total .... .... ........ 926

Employee/group
plans with direct sel'vice. .926

Lives covered

Total.. ....................250,000

Active group health plan . . 135,000

Workers compensation. ... 12,000

Retail network

Pharmacy locations. ....... 42,000
Mail-order services

Percent of prescliption volume..... 95%

Generic usage
Percent of prescription volume ..... 42%
Staff

Total ......... .40

Professionals ......................38

Registered pham'tacists .............2
PBM services since: 1986.

Parent: The Chandler Group of Cos, pri-
mary business: managed health care or-
ganization.

Services: retail pharmacy network, benefit
consulting, patient education.

Subcontracted Services: mall-order drug
distribution, claims processing, online

claims adjudication, concurrent utilization
review, disease management, benefit de-

sign consulting, formulary management/
review, physician prescribing practices
monitoring and management.

Reports provided: physician prescribing
patterns, employee utilization, percent of

generic vs. name brand prescriptions dis-
pensed analysis, ingredients billed vs. in-
gredients paid.

Dispute resolution: PBM staff.
Service area: nationwide.

Billing method: fee per claim.
Officers: Arthur W. Chandler, chairman;

Burton Margolis, CFO; Jim Piper, presi-
dent.

Contact: miches@chandler-group.com.

Caremark

2211 Sanders Road,

Northbrook, 111. 60062;
847-559-4671; fax: 847-559-4832
www.caremark.com

1998 revenues

Total gross revenues . $1,117,800,000
PBM gross revenues . $1,097,100,000

PBM clients

Total. ... .1,045

Employee/group
plans with direct se,vice .660

Lives covered

Total. . 9,900,000
Retail network

Pham',acy locations 53,000 (est)
Generic usage
Percent of prescription volume . 88.8%

Statf

Total .1,968

Professionals 350

Registered pharmacists .125

Parent: MedPartners; primary business:
specialty pharmaceutical, specialty health
care.

Services: retail phannacy network, mail-or-
der drug distribution, claims processing,
online claims adjudication, concurrent uti-
lization review, disease management, ret-
respective utilization review, benefit de-
sign consulting, formulary management/
review, physician prescribing pradices
monitoring and management, patient ed-
ucation.

Reports provided: physician prescribing
patterns, employee utilization, percent of
generic vs, name-brand prescriptions dis-
pensed analysis, drug utilization, top drug
comparisons, executive summary.

Dispute resolution: PBM staff.
Service area: nationwide.

Billing method: capitated rate, fee per

claim.

Officers: Richard P. Scardina, president
David W. Golding, vp; Sara J. Finley,
vp/secretary.

Contact: Steve Skarzynski, manager-fi-
nancial reporting.

CLAIMSPRO Health Claims

Services Inc.

24370 Northwestern Highway,
Suite 200,

Southfield, Mich. 48075;
800-837-9600, fax: 248-352-3714

www.claimspro.com

1998 revenues

Total gross revenues . . $11,039,923
PBM gross revenues. $10,500,000
PBM unbundled revenues. . $8,925,000
PBM clients

TMa............... . 1,200(est)

Employee/group plans
with direct service. . .1,080

Lives covered

Total. . 1,300,000

Active group health plan . . 1,300,000
Retail network

Pharmacy locations... . 48,000
Mail-order services

Percent 01 prescription volume . . 6%

Generic usage
Percent 01 prescription volume 40%

Staff

Total .62

Professionals ... 36

Registered pharmacists ... .. .1
PBM services since: 1989.

Services retail pharmacy network, claims
processing online claims adjudication,
concurrent utilization review, disease

management, retrospective utilization re-
view, benefit design consulting, physician
prescribing practices monitoring and
management, high potential medical

Continued on page 26
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Continued from page 17

daimants reporting.

Subcontracted services: mail-order drug
distribution, formulary management/re-
view, patient/physician education.

Reports provided: physician prescribing
patterns, employee utilization, percent of
generic vs. name-brand presetipbons dis-
pensed analysis, standard reporting
package that indudes 12 reports.

Dispute resolution: PBM staff.
Service area: naonwide

Billing method: capitated rate, fee per
claim.

Officers: Bruce Uebowitz, president; Ron
Klein, execuve vp

Contact: support@daimspro.com.

0
Express Scripts

13900 Riverport Drive,
Maryland Heights, Mo. 63043;
800-332-5455; fax: 314-702-7059

www.express-scnpts.com
1998 revenues

PBM gross revenues..... $2,824,872,000
PBM clients

Lives covered

Total .,............. . 23,000,000
Workers compensation .. 607,800
Retail network

Pharmacy locations.......   53,000
Generic usage
Percent of prescription volume ... 40.9%
Staff

Total ........ .... .......... 3,236
Professionals .......... ...... ... 628

PBM services since: 1986.

Services: retail pharmacy network, mail-or-
der drug distribution, claims processing,
online claims adjudication, concument uti-
lization review, disease management, ret-
rospective utilization review, benefit de-
sign consulting, formulary managemenV
review, physician prescribing practices
monitoring and management, patient ed-
ucation.

Reports provided: physician prescribing
patterns, employee utilization, percent of
genetic vs name-brand presctiptions dis-
pensed analysis, therapy class analysis,
detailed cost analysis.

Dispute resolution: PBM staff.
Service area: nationwide, Canada.
Billing method: fee per claim.
Officers: Barrett A. Toan, presidenV

CEO; Thomas M. Boudreau, senior vp-
administration/general counsel/secre-
tary; George M. Paz, senior vp/CFO.

0
First Health Services Corp.

4300 Cox Road,
Glen Allen, Va. 23060;

804-965-7567; fax: 804-527-6849
www.fhsc.com

1998 revenues

PBM gross revenues. ..... $30,000,000
Lives covered

Total.               8,000,000
Retail network

Phalmacy locations.,.......... 46,000
Mail-order services

Pement of prescription volume ..... 20%
Staff

Total . 780

Registered pharmacists ........ ....40

PBM services since: 1972.

Parent: First Health Group Corp.; prima-
ry business: managed care organization.

Services: retail pharmacy network,
claims processing, online claims adjudica-
tion, concurrent utilization review, disease
management, retrospective utilization re-
view, benefit design consulting, fonnulary
management/review, physician prescribing
practices monitoring and management, pa-
tient education, decision support, drug re-
bate administetion, pdor authorization.

Subcontracted services: mail-order

drug distribution.
Reports provided: physician prescribing

patterns, member/plan recipients utilization.

Dispute resolution: PBM staff, indepen-
dent panel.

Service area: nationwide.

Billing method: fee perdaim.

Officers: Teresa DiMarco, president;
James Council, legal counsel: Donald
Spatig, vp-phamiacy division.

Contact: Steve Duvall, vp-pharmacy
sales, 800-88+2822; srduvall@fhsc.com.

Filst Health provides PBM serkes to 20 states
and the District of Columba

0
The INTEQ Group

5445 La Sierra, Suite 400,
Dallas, Texas 75231;
800-324-7799; fax: 214-739-7979
www. inteqrx.com

1998 revenues

PBM gross revenues.........$4,500,000
PBM clients

Total............................ 2,500

Employee/group plans
with directservice................ 750

Lives covered

Total 1,700,000

Active group health plan ....... 1,400,000

81%

Workers compensation...    10,000
Retail network

Phamacy locations ........  46,000
Maikorder services

Percent of prescription volume ..... 50%
Generic usage
Percent of prescription volume ..... 44%
Staff

Total ...

Professionals .55

Registered phannacists ...............6

PBM services since: 1993.

Services: retail pharmacy network, maile
der drug distribution, claims processing,
online daims adjudication, concurrent uti-
lization review, disease management, ret-
rospective utilization review, benefit de-
sign consulting, formulary managemenV
review, physician prescribing practices
monitoring and management, patient ed-
ucation.

Reports provided: physician prescribing
patterns, employee utilization, percent of
generic vs. name-brand prescriptions dis-
persed analysis, custom reports.

Service area: nationwide.

Billing method: capitated, fee perdaim

mi

No one gets to the top
ofthe world unthout them.

Officers: Andrew Fisk, president; Jerry
Hosier: vp-finance/administration; John
Teichg-aeber, vp-sales/marketing; Patti
Carr, vp-phatmaey operations.

Contact: sales@keqrxcom.

International Pharmacy
Management Inc.
11012th St. A.,
Birmingham, Ala. 35203;
800-276-378* fax: 205-250-8037
wwwJpmdrug com

1998 revenues

Total gross revenues......... $1,956,115
PBM gross revenues ......... $1,956,115
PBM clients

Total............ .................110

Employee/group plans
with direct service. .......... ...,110

Lives covered

Total .........          57,000
Active group heamplan . . . .        57,000
Workers compensation............ 7,000
Retail network

Phamiacy locations ............. 43,000
Mai«order services

Percent cf prescription volume ..... 12%

I.

Generic usage
Percent of prescripulon volume ..... 39%
Staff

Total .,............................30

Professionals ......................30

Registered pharmacists ...... ........3
PBM services since: 1995.

Services: retail pharmacy network, mail-or-
der drug distribution, daims processing,
online daims adjudication, concurrent uli-
lization review, retrospective utilization re-
view, benefit design consulting, physician
prescribing practices monitoring and
management, patient education.

Subcontracted services: disease man-

agement, fonnulary managemenfreview.
Reports provided: physician prescribing

patterns, employee utilization, percent of
generic vs. name-brand prescriptions dis-
pensed analysis, high-dollar claim retail
and mail, top 50 prescribed by number
and dollar amounts, utilization by thera-
peutic class.

Dispute resolution: independent panel.
Service area: Mid-Atlantic, Southeast,

Texas.

These rugged, practical people are the ultimate guides.
They are trusted by the world's most skilled climbeTS
and renowned for their skills in planning the ascent,
anticipating *apid tleather changes and navigating
hazards in ay. ever-shifting landscape.

Continued on next page
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Billing method: capitated rate, fee per
daim, insured, standalone.

Officers: Mac Jones, chairman; David

Beauchaine, vp-finance; Greg Stein, vp-
sales/marketing; Nick Black, vp-opera-
tions

Contact: Greg Stein; gstein @ ipmdrug
.com.

Merck-Medco Managed
Care L.L.C.

100 Summit Ave.,

Montvale, N.J. 07645;

201-358-5400; fax: 201-358-5783
www.merck-medco.com

1998 revenues

PBM gross revenues.
Lives covered

Total ......

$14,000,000,000

... 51,000,000

all

Retail network

Pharmacy locations .......   55,000

Staff

Total ..........................11000

Registered phamacists ...........1,700
Parent: Merck & Co. Inc.; primary busi-

ness: drug manufacturer.

Services: retail pharmacy network, mail-or-
der drug distribution, claims processing,
concurrent utilization review, disease
management, retrospective utilization re-

view, benefit design consulting, formulary
managemenVreview, physician prescrib-
ing practices monitoring and manage-
ment, patient education, claims process-
ing, online claims processing, demand
management.

Reports provided: physician prescribing
patterns, employee utilization, percent of

generic vs. name-brand prescriptions dis-
pensed analysis, custom reports, pro-
gram reporting.

Service area: nationwide, Puerto Rico and

certain international regions.
Billing method: capitated rate, fee per

daim.

Officers: Per Lofberg, president.

MIM Health Plans

100 Clearbrook Road,
Elmsford, N.Y. 10523;
888-818-3939; fax: 914-460-1660
www. mimhp.com

1998 revenues

Total gross revenues....... $451,000,000

PBM gross revenues........ $29,600,000
PBM clients

Total..............................353

EmployeWgroup plans
with directservice................109

Lives covered

Total...            3,000,000

Active group health plan .......1900000
Workers compensation... .. 11,000

Retail network

Pharmacy locations ............. 45,000
Mail-order services

Percent of prescription volume ..... 12%

Generic usage
Percent of prescription volume ..... 66%

Staff

Total ..........................279

Professionals .....................225

Registered pharmacists .............39

0 1 11

Nothing in the pharmaceutical landscape
looks like it did two years ago. Including
Express Scripts.

Our acquisitions of ValueRx and Diversified
Pharmaceutical Services solidify our
position as the largest PBM independent of
pharmaceutical manufacturer or pharmacy
chain ownership.

By managing more than 36 million lives
and processing hundreds of millions of
claims annually, we understand how to

balance your sensitive quality-of-care and
cost-control issues.

DU6676665 1766-UM'nCe, AUgUSL Z, lt,Z,Zl / 41

PBM services since: 1993.

Parent: MIM Corp.; primary business: mail
order phannacy

Services: retail pharmacy network,
mail-order drug distribuiion, claims
processing, online claims adjudica-
tion, concurrent utilization review,

disease management, retrospective
utilization review, benefit,design con-
sulting, formulary managemenV
review, physician prescribing prac-
tices monitoring and management,
patient education.

Reports provided: physician prescribing
patterns, employee utilization, percent of
genetic vs. name-brand prescriptions dis-
pensed analysis.

Dispute resolution: PBM staff.

Service area: nationwide.

Billing method: capitated rate, fee per
claim.

Officers: Richard H. Friedman, chair-
man/CEO; Scott R. Yablon, president/
COO.

Contact: Recie B. Bomar, vp-sales/
marketing.

We have the experience and insight to
provide in depth analysis, comprehensive
trend forecasting, and intelligent,
customized solutions the tools you need to
navigate a sure course through all the
issues hurtling toward you:

• An aging population

• Direct-to-consumer advertising
• Rising consumer demand

• Faster FDA approvals

• New quality-of-life drugs
• Biotech medicine breakthroughs

Ifyou're looking for a trusted guide, call us.
We understand the changing currents.

Contact Larry P. Zarin,
1.800.281.0712, Fax: 314.702.7059,
1zarin@6xpress-scripts.com

Express Scripts®
.'

13900{R*erporESZ*f*93*Ni*Heights':.MO 68043. *-toumxe*resscripts.com:

@
National Medical Health

Card Systems Inc.
26 Harbor Park Drive,

Port Washington, N.Y. 11050;
800-251-3883; fax: 516-621-4793
www. nmhc.com

1998 revenues

Total gross revenues....... $123,000,000
PBM gross revenues....... $103,000,000
PBM clients

Total.............................. 350

Employee/group
plans with direct service........... 300

Lives covered

Total .........................750,000

Active group health plan.    700,000
Retail network

Pharmacy locations 44,000
Mail-order services

Percent of presctiption volume ..... 20%

Continued on next page

Directory terms
explained

The fifth annual Business /nsurance

directory of prescription benefit
managers lists organizations that pro-
vide general prescription benefit man-
agement services in an integrated
package to control the types and dis-
tribution methods of prescriptions
used by plan participants.

The package of services must in-
clude several of the following ele-
ments: pharmaceutical benefit design
consulting, disease management of
participants, prescription educational
services for users or physicians, uti-
lization review and claims processing.
The PBM services must be provided
on an unbundled basis and must be

available to corporate and institutional
employer clients other than third-party
vendors.

Listings begin with the company
name, address, phone number, fax
number and Web site address. The

category 1998 revenues includes to-
tai gross revenues, gross revenues
generated from all PBM services and
gross revenues from unbundled PBM
services. The PBM clients section

specifies the total number of clients,
as well as the number of

employer/group plans that contracted
directly with the PBM in 1998.

Lives covered includes total group
health plan lives, both eligible and ac-
tive. Active enrollees are those partic-
ipants who received prescriptions
through the plan.

Active group health enrollees and
active workers compensation en-
rollees in 1998 are also provided.

Retail network information lists the

number of pharmacies that participate
in the PBM's network. The percent-
age of prescriptions filled through
mail-order services and the percent-
age of prescriptions filled with gener-
ic equivalents are listed next.

Staff information, given in full-time
equivalents for 1998, details the total
number of staff members assigned to
PBM services. The total number of

professional staff members is also
provided, including the number of reg-
istered pharmacists on staff.

PBM services and subcontracted

services offered by the company are
listed next. The reports provided to
the client along with the service area

are followed by the billing methods 
and the dispute resolutions offered.

Principal officers and a contact
person for readers seeking more in-
formation complete the listings.

Listings are generated through re-
sponses to a Business /nsurance
questionnaire. The directory is pub-
lished as an editorial service; there is

no charge to be included. Although
every effort is made to publish com-
plete and accurate listings, 8/ is un-
able to verify all information.
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Generic usage
Pement of prescription volume . 40%
Staff

Total .............................45
Professionals .31

Registered pharmacists ... .........11
PBM services since: 1981.

Services: retail pharmacy network, claims
processing, online claims adjudication,
concurrent utilization review, disease
management, retrospective utilization re-
view, benefit design consulting, fomiulary
management/review, physician prescrib-
ing practices monitoring and manage-
ment, patient education.

Subcontracted services: mail order dr-ig
distribution.

Reports provided: physician prescribing
patterns, employee utilization, percent of
generic vs. name-brand prescriptions dis-
pertsed analysis.

Dispute resolution: PBM staff.
Service area: mid-Atlantic, midwest, north-

east, southeast, west.

Billing method: capitated rate, fee per
daim.

Officers: Bert Brodsky, chairman; Ma4orie
O'Malley, president/CEO; Mary Casale,
executive vp.

National Pharmaceutical

14301 First National Pall<way,
Suite 200,Omaha, Neb. 68144;
402-964-9030; fax: 402-964-9004

1998 revenues

PBM gross revenues......... $3,500,COO
PBM unbundled revenues..... $3,500,(,00
PBM clients

Total.             .900 (est)
Employee/group

plans with direct service....... 900 (est)
Uves covered

Total ......................... 500,000

Adve group health plan ........ 178,000
Workers compensation....... 13,000
Retail network

Pharmacy locations......    49,000
Mail-order services

Percent of prescription volume...... 5%

Generic usage
Percent of prescription volume ..... 53%
Staff

Total .............. ..............20

4

4

Professicnals ............... .......8

Registered pharmacists ..............5
PBM services since: 1994.

Parent: Pharmaceutical Technologies Inc.;
primary business: health care repoling
software.

Services: retail phannacy netwo*, maN-or-
derdrig distribution, claims processing,
online claims adjudication, concurent uti-
lization, review, disease management, ret-
rospedive utilization review, benefit de-
sign consulting, t,mulary managemenV
review, physician prescribing practices
monitoring and management, patient ed-
ucation, demographic trend analysis,
group modeling.

Reports provided: physician Fresctibing
patterrs, employee utilization, percent of
gene,ic vs. name-brand prescrptons dis-
pensed analysis, explanation of berefits
to household, group analysis.

Dispute resolution: PBM staff.
Service area: nationwide, primarily mid-

west and west.

Billing method: capitated rate, fee per
claim, percent of savings.

Officers: Douglas M. Pick, president/CEO;

Seme TP As
just den

get

T Cambridge
-A Integrated Services Group, Inc.
We've revolutionized our business to serve yours better.

8 Centre Drive, Jamesburg, New Jersey )8831 • 800/662-1170 • Fax: 609/655-0503

Angella Piepen, CFO; Dr. Bill Fleming,
medical directo:

Contact: Douglas M.  ck, pti-dpick@ccc-
corp.com.

Pharmacy Advantage
System (PAS)
50 Lenox Pcinte,

Atlanta, Ga. 30324;
888-727-5560; fax: 404-262-6681

www.paso<.com

1998 revenues

Total gross revenues.     $1,749,010

PBM gross revenues......... $1,580,760
PBM unbundled revenues.    $68,250

PBM clients

Total....... ....... ,. ...761

Employee/group
plans with direct ser*e ...... ... 574

Uves covered

Total ............      489,205

Active group health plen... ,... 127,980

0 1999 Cambricse Inces ·ated Services ( roupi Inc.

412:

Workers compensation ............ 362
Retail network

Pharmacy locations .     46,000
Mail-order services

Percent of prescription volume ..... 3.9%
Generic usage
Percent of prescripdon volume ..... 43%
Staff

Total ..................... .....28

Plofessionals ................ .....12

Registered pharmacists ........ .....9

PBM services since: 1986.

Parent: Georgia Phatrnacy Assn.; primary
business: state pharmacy association.

Services: retail pharmacy network, mail-or-
der drug distribution, claims processing,
online daims adjudication, concurrent uti-
lization review, disease management, ret-
rospective utilization review, benefit de-
sign consulting, formulary management/
review, physician presctibing practices
monitoting and management, patient ed-
ucation.

Reports provided: physician prescribing
patterns, employee utilization, percent of
genetic vs. name-brand prescriptions dis-
pensed analysis, member interventions.

Dispute resolution: PBM staff.
Service area: nationwide; with concentra-

tion in the mid-Atlantic and southeastern

states.

Billing method: fee per daim, per employ-
ee per month.

Officers: Oren H. Harden, CEO; Charles P.
Callihan, COO.

Contact: sales@pasrx.corn.

Pharmacy Services Group
110ON.E.51*St.,
Oakland Park, Fla. 33334;
954-938-9980; fax: 954-938-7984
www.rxuniverse.com

1998 revenues

Total gross revenues.    $23,000,000
PBM gross revenues.     $4,000,000
PBM unbundled revenues.  $2,300,000
PBM clients

Total.............................. 362

Employee/group plans
with direct service....... ...... 164

Lives covered

Total .. 683,000

Active group health plan......... 532,000
Workers compensation....   338,000
Retail network

Pharmacy locations 43,847
Mail-order services

Pement of prescription volume ..... 40%
Generic usage
Percent of prescription volume ..... 61%
Staff

Total................ .............41
Professionals .11

Registered pharmacists ...............5

PBM services since: 1983.

Parent: Managed Healthcare Systems Inc.;
primary business: mail order pharmacy.

Services: retail pharmacy network, mail-or-
der drug distribution, claims processing,
online daims adjudication, concurTent uti-
Iii!ation review, disease management, ret-
rospective utilization review, benefit de-
sign consulting, formulary management/
review, physician prescnbing practices
monitoting and management, patient ed-
ucation, unit dosing of liquids and cap-
sules.

Reports provided: physician prescnbing
patterns, employee utilization, percent
of generic vs. name-brand prescriptions
dispensed analysis, as required by
client.

Dispute resolution: PBM staff.
Service area: nationwide.

Billing method: fee per daim.
Officers: Ken Sack, CEO; Mike Marine,

CFO; Stan Freedman, pharmacy direc-
tor.

Rx Direct Inc.

1445 Clarksville,
Paris, Texas 75460;
903-785-4197; fax: 903-785-3218
www.rx-direct. net

1998 revenues

Total gross revenues.    $25,000,000
PBM gross revenues.    $25,000,000
PBM unbundled revenues... $25,000,000
PBM clients

Total... ............... .....4,100

Continued on page 26
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Agent/Broker Topics

Reform
Continued from page 228

The National Assn. of Profes-

sional Insurance Agents also sup-
ports H.R. 10 and remains neutral
on S. 900.

sales activities-including those of
national banks and their affili-

ates-H.R. 10 also establishes 13

"safe harbor" provisions that pro-
tect certain existing state insur-
ance laws from pre-emption by
the OCC.

The National Assn. of Life Un-

'We believe (H.R. 10) is a modest
improvement over the status quo.
The safe harbor and functional state

regulation provisions are an
improvement over current law.'

- Dean Sackett

"We believe (H.R. 10) is a mod-

est improvement over the status
quo for agents," said Dean Sackett,
vp-government affairs for the PIA
in Alexandria, Va. "The safe har-
bor and functional state regulation
provisions are an improvement
over current law."

In addition to containing vari-
ous legislative declarations assur-
ing that states will remain the pri-
mary regulator of all insurance

U

derwriters, which has strategic ties
to both the IIAA and PIA, neither
supports nor opposes the House
and Senate modernization mea-

sures. The underwriters' associa-

tion, however, will be encouraging
members of the conference com-

mittee to improve insurance sales
provisions found in the bills.

Specifically, the NALU would
like to see legislation grant equal
consideration to state insurance

JOWV CONNELLY, +
PRESIDENT OF

CONNELLY INSURANCE

GROUP IN CLEARWATER, FLORIDA

The Connelly Insurance Group, a long-

time Marsh•Berry client, is one of the most

profitable and productive agencies in the
United States because of its dedication to

the business principles at the heait of APPEX

and embodied in Marsh•Berry's PHP

(Perspectives for High Performance) reports.

commissioners in the event there

is a pre-emption challenge by a
federal bank regulator, said
Michael L. Kerley, senior vp-gov-
emment affairs for the NALU in

Washington.
"The sad fact" is that, in cases

where there is a dispute between
banking and insurance laws,
courts most of the time give
greater consideration to the feder-
al comptroller of the currency, Mr.
Kerley said.

Provisions in H.R. 10 give state
regulators equal deference on state
laws enacted after Sept. 3, 1998.
"We'd like to see some considera-

tion given to commissione prior
to Sept. 3," he said.

"We're still working with the
powers that be on the House
Banking Committee and tt e Sen-
ate Banking Committee and the
leaders of the House and Senate to

see if it is possible to create a little
more equality with insurance
commissioners and the

comptroller of the currenc>," Mr.
Kerley said.

.

Mark A. Ho#Mann contributed to
this report.

NARAB aims to make

history of interstate
licensing hassles

By MARK A. HORMANN

congressional ef
fort to break down

the barriers among
insurance, bank-

ing and securities
could also break

down a barrier that's been ham-

pering agents' and brokers' ef-
forts to do business in more than

one state.

That's the barrier presented by
various and complicated state li-
censing laws with wide-ranging
requirements, some of which-
such as countersignatue and
residency requirements-critics
see as nothing more than protec-
tionist measures that serve only
the interests of in-state agents.

But H.R. 10, the financial mod-

"Our agency has tmnsitioned·»om survival to success using the services ofMarsh•Berry.
We'vefollowed their advicefor years, learnedfron their appraisals and used PHP
religiously. Now we belong to APPEX, one of the niost poweditl and productive tools
in the Marsh•Berry arsenal. If your vision is to develop a jinancially strong agency
that is respected by peers and insurance companies. then APPEX is the best place to
learn how to do it right. In a highly structured enrironment, you work closely with
and learn from the leaders of the highest quality agencies in the country. APPEX is
rigorous but worth it - my agency has benejited tremendously."

- -I ... .' ........

Ljm

- j -5 40*#in

1 11%' manijil

MARSH I BERRY'S AREAS OF EXPERTISE:

• Merger and Acquisition facilitation services

• Appraisals and valuation enhancement consulting
• Perpetuation and operational consulting

• APPEX - An organization dedicated to helping agencies reach their
highest business potential

• PHP - New perspectives of industry high performance standards

MARSH ·BERRY 833
A SPECIALIZED CONSULTING SERVICE

To INSURANCE AGENTS AND BROKERS

7466 AUBURN ROAD • CONCORD, OHIO 44077

TEL: 440-354-3230 • 800426-2774 • FAX: 440-354·0371

E-MAIL: marshberry@marshberry.com

WEB SlTE: http://www.marshberry.com

MARSH.BERRY DATABASE

15.0%

 10.096
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0.0%

-5.096

Total Commissions and Fees

Growth Rate and impact on Vaue

1.00 1.50 2.00

ernization bill recently passed by
the House of Representatives,
calls for the creation of a new

entity, the National Assn. of Reg-
istered Agents and Brokers, or
NARAB, that could help remedy
that situation.

NARAB, while stopping short
of creating a single federal li-
cense, would act as a clearing-
house for multistate licenses,

making it much easier for agents
to conduct business in more

than one state. Members of

NARAB would have to meet pro-
fessional standards higher than
any state now requires to partici-
pate, and states would continue
to collect licensing fees and en-
force consumer protection laws.

The Senate version of financial

services reform, S. 900, doesn't
contain the NARAB provision,
but NARAB supporters-notably
the Washington-based Council
of Insurance Agents & Brokers-
hope it will be part of the final
bill when it emerges from a con-
ference committee in the next

year.
The CIAB has advocated the

NARAB concept for years, and it
is easy to see why. Even though
it represents fewer than 300
member firms, those firms sell
more than 80% of the nation's

commercial insurance, pointed
out Joel Wood, senior vp-gov-
ernment affairs for the CIAB.

"A typical broker in a typical
member firm of ours may have
to hold over 100 licenses to be

able to conduct business. Those

burdens, if anything, have got-
ten worse, not better. The reality
is, of all the reforms that have
taken place, the pace of consoli-
dation, the pace of financial ser-
vices convergence and the pace
of globalization have far out-
stripped the pace of the reforms
that have occurred thus far,"
said Mr. Wood.

He praised the National Assn.
of Insurance Commissioners for

adopting the "uniform treat-
ment model" in 1998. "Ther*

been more progress made in the
last two years" toward easing the
interstate licensing hassles at the
NAIC level than has taken place
over the prior 10 years, he said.

Mr. Wood said the NAIC's uni-

form treatment model sets forth

a framework for "reciprocity,
which we think is the ultimate

solution that preserves state in-
surance regulation in a competi-
tive and efficient way. We're still
a long way away from pure re-
ciprocity. That's why we strong-
ly believe that the incentive of
NARAB needs to remain in place
to strongly drive the states on
that path toward reciprocity."

Mr. Wood explained that the
See NARAB on page 22E
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Continued Bom previous page
uniform treatment model holds

that states that agree to it will
treat resident and non-resident

agents equally, which at least
theoretically would allow each
state to set its own unique stan-
dards, provided that they
applied to both resident and
non-resident agents. Reciprocity
would mean that states would

accept and enforce the licensing
laws of other states without bur-

dening non-resident agents with
any additional requirements.

Mr. Wood stressed that re-

forms have occurred in many
states, including the repeal of
costly countersignature laws.

Such reforms are starting to
bear fruit, he said. He predicted
that by end of year, the NAIC
will have developed a model
producer licensing application.
"We can whittle away at the re-
maining barrier," he said. But
the CIAB thinks there must be a

"strong incentive" for the states
to continue making this progress
because those other forces-con-

solidation, convergence, global-
ization-may even pick up
speed, Mr. Wood added.

"Those reforms that have oc-

curred simply haven't translated
yet in the average member firm
of ours. I have yet to have a
member of our association say,
'You know, this has gotten easier
for me, '" he said.

Mr. Wood said the "most im-

portant fact" about NARAB is
that it provides incentives for
states to move forward on multi-

state licensing, while "the
biggest misconception" is that it
would create a federal license. He

added that some CIAB members

certainly would prefer a single li-
cense to the current regime.

Mr. Wood pointed out that the
NARAB provision allows states to
create a reciprocity regime. If
any 26 states enact full reciproci-
ty or uniformity within three
years of the enactment of a bill
containing the NARAB provi-
sion, NARAB would not be creat-

ed. But if those three years pass
and 26 states have not enacted

reciprocity, the NAIC would be
authorized to set up NARAB
within itself and would be grant-
ed peremptory authority over
residency barriers, he said.
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Agents and brokers meeting | pay the licensing fees and re-
NARAB's criteria-which would main fully subject to state laws
involve higher professional stan- I governing such issues as unfair

The 'most important fact' about

NARAB is it provides incentives for

multistate licensing, while 'the

biggest misconception' is that it
would create a federal license.

- Joel Wood

dards than exist in any of the
states today-would be able to
gather licenses in other jurisdic-
tions, provided they continue to

trade practices and market con-
duct.

"It's one-stop shopping, but
still subject to state enforcement

D-Ual7666-6- 176YUTUT#Ce, AUgUAL L, -LUOU / DDIL

with regard to regulatory activi-
ty," he said.

If the NAIC does not create

NARAB, and if within another

two years 26 states representing

a "majority of commercial pre-
mium in the U.S." have failed to

enact reciprocity, then NARAB
will be established as an inde-

pendent agency. The president
would appoint the agency's gov-
ernors from among state insur-
ance commissioners.

"We've done everything we
could possibly think of to make
this a comfortable fit with state

insurance regulation," said Mr.
Wood.

Mr. Wood said the CIAB has

been "garnering support from
groups ranging from the Ameri-
can Bankers Assn. to the Risk &

Insurance Management Society"
in its efforts.

"RIMS' support has been very

important to us because, frankly,
people on Capitol Hill ask on
every provision, 'Where are the
major industry groups and
where are the consumer groups?'
To the extent that this is going
to impact consumers, the biggest
beneficiaries are going to be the
corporate consumers of insurers,
rather than more localized life

insurance and property/casualty
insurance products," Mr. Wood
said. ial
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Industry seeks to shape health care bills
By RODD ZOLKOS

s patient protec-
tion legislation re-
mains a conten-

tious issue in

Congress, those

representing vari-
ous insurance industry interests
continue their efforts to influ-

ence any final measure.
Their approaches are generally

very similar, though they vary
occasionally with the specific
segment of the industry being
represented.

The Health Insurer Assn. of

America, for example, is fairly
outspoken in its contention that
the best possible outcome would
be no new legislation.

"We ultimately think the con-
sumers and the employers would
be better served if no legislation
were to pass," said Richard
Coorsh, a spokesman for the
HIAA in Washington.

The group opposes the bill that
has passed in the Senate, "be-
cause we feel that it has several

mandates in there that will raise

the cost of insurance to employ-
ers," Mr. Coorsh said.

And in the House, "it's quite
likely that what is proposed will
contain some type of liability

I provision, which we do not care
for at all," he said.

Other groups are more open to
legislation that aims to correct
problems they acknowledge
exist in the country's health care
system, even while they lobby to
ensure that any changes don't
dismantle the many positive ele-
ments they see in the present
system.

The Independent Insurance
Agents of America, for example,

has worked with the HIAA in its

lobbying effort, but it also has
worked closely with congres-
sional leaders to implement
some changes it sees as neces-
sary.

The IIAA came out in support
of a bill shepherded through the
Employer-Employee Relations

Subcommittee of the House Edu-

cation and the Workforce Com-

mittee in June by Rep. John
Boehner, R-Ohio. That bill com-
bined several reform proposals
into a single measure.

In particular, the IIAA, whose
members chiefly are small busi-
nesses, favors a provision that
would allow small employers to
pool together in association
health plans in order to purchase
coverage for employees.

"We think what the Republi-
cans have done is reasonable,"

said Maria L. Berthoud, vp-feder-
al government affairs at the
Alexandria, Va.-based IIAA. Be-

cause the IIAA represents the in-
terests of small businesses, it

"recognizes the problem a lot
more acutely," she said.

/
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1cok at what's the best way to
get people insured while not
damaging the level of insured we
already have."

The IIAA has been working
closely with the Nashville,
Tenn.-based National Federation

of Independent Business in pro-

does the BC/BS lobbying effort.
"We have, all along, been lob-

bying both the House and the
Senate, and we'll continue to do

both," Mr. Pierce said.
The Blues' efforts have includ-

ed running policy advocacy ad-
vertisements in Washington, as

Even without legislative mandates,
health insurance plans have been

moving toward such measures as
external review provisions and in-

creased access to providers.
- Bill Pierce

moting the association health
plan concept.

Bill Pierce, director of public
affairs for the Blue Cross & Blue

Shield Assn. in Washington, sug-
gested that patient protection
legislation passed by the Senate
wasn't as bad for business as it

might have been, though he
questioned its necessity.

"Clearly, what the Senate

Because many 11AA members are
small businesses, 'we need to look

at what's the best way to get people
insured while not damaging the

level of insured we already have.'
- Maria L. Berthoud

"Not only do we sell health in-
surance, but we also want to pro-
vide it," Ms. Berthoud said. "We
are small-business people, and a
lot of our clients are small-busi-

ness people. And so we need to
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passed could have been much
worse," Mr. Pierce said. "But
when you look at what the pri-
vate sector is doing, clearly, we
are addressing the issues with
which they are concerned."

Even without legislative man-
dates, health insurance plans
have been moving toward such
measures as external review pro-
visions and increased access to

health care providers in response
to marketplace demand, Mr.
Pierce said.

But, as the debate on the legis-
lation continues in the House, so

well as targeted lobbying.
"We have, obviously, been tar-

geting very much," Mr. Pierce
said. That has involved both the

traditional approach of talking
to key congressional members
and staff. as well as "using grass-
roots efforts a lot," he said. Mr.
Pierce said BC/BS has also used

what he calls a "grasstops" ap-
proach, which involves targeting
opinion leaders within key legis-
lators' districts.

With Congress set to take its
summer recess Aug. 6, Mr. Pierce
said BC/BS continues to lobby as
though there will be a House
vote before that break.

"We're continuing to do what
we do," he said. "No matter
what, you've always got to do
that. You can never let your
guard down."

One of the most visible lobby-
ing efforts on patient protection
legislation has been that of the
American Assn. of Health Plans.

"For almost two years now,
we've really been fighting a two-
pronged fight here, one on pa-
tients' bill of rights and one on
Medicare," said John Murray, di-
rector of public affairs for the
AAHP in Washington.

Two years ago, the group rec-
ognized that "the prism through
which this was going to be fo-
cused was one of politics and
one of election cycles," Mr.

Government

Relations

Pierce said. That convinced the

AAHP it had to be prepared to
deal with the issue from both a

policy standpoint and a political
standpoint.

Part of the group's approach
has been to conduct campaigns
in Iowa and New Hampshire.
These campaigns seek to educate
the public and focus debate
on the issues in the states where

the initial stages of the 2000
presidential campaign will take
place.

Although the AAHP is also
working within the Beltway, its
national lobbying effort is key,
Mr. Murray said.

"The politics inside Washing-
ton has been so poisoned that,
while you have to work inside
the Beltway, we thought it was
essential to take our message
outside the Beltway as well," he
said.

Like many of the other associa-
tions, individual insurers and
employers, the AAHP also has
been active in the Health Bene-

fits Coalition in its lobbying ef-
forts on the patient protection
issue.

The coalition can press the
lobbying effort on a broad front,
said the Blues' Mr. Pierce, while
its member organizations can di-
rect their efforts to the specific
issues that apply to them.

"The coalition is, basically,
carrying forward the broad 'no
mandates' issue," Mr. Pierce
said. "We're carrying forward
the other specific issues. , Ell
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Hs efforts earn Michigan agency
white=glove treabnent from insurer

Head of Michigan Millers honors agency with service-his!
By ELIZABETH LINDSEY

hen Bruce

W. Herrick,

the presi-
dent and

chief exec-

utive offi-

cer of Michigan Millers Mutual In-
surance Co. in Lansing, Mich.,
donned his tuxedo and gloves
June 11, he wasn't headed to a

black-tie party. He was going to
spend the afternoon working at
an insurance agency.

The Fred C. Haight Insurance
Agency of Muir, Mich., won
Michigan Millers' first-ever Most
Valued Agent award, which enti-
tled them not only to a plague but
also an afternoon's labor by Mr.
Herrick.

Mr. Herrick said there are people
who believe he shouldn't dress up
and play servant because a CEO
should have a more-dignified
image-an opinion he considers
"baloney."

The award originated because
the insurer, which writes both per-
sonal and commercial lines, want-

ed to demonstrate it was truly of-
fering good customer service.

So executives decided to estab-

lish a quarterly award that would
include a visit from a company ex-
ecutive who would provide some
special service to the winning
agency. Mr. Herrick said the ser-
vice won't always be a tuxedo-clad
free employee, but it will always

To win, agencies must demon-
strate loyalty to, generate business
for and maintain good communi-
cation with Michigan Millers. In
addition, an agency must have a
work atmosphere that would
allow employees to enjoy the ex-
ecutive's visit.

The Haight agency met all of
the award's requirements. There
was no application process; Michi-
gan Millers simply called the
agency after selecting it as the
winner.

According to a press release
from Michigan Millers, the Haight
agency has worked with the insur-
er since 1985. One indication of

the good relationship between the
agency and the insurer is the fact

that the agency has generated
about $60,000 in premiums for
Michigan Millers since January,
according to R. Alan Crooke, a
Haight co-owner and agent. Mr.
Crooke also serves on Michigan
Millers' Presidents Council, which

offers suggestions from the agents'
perspective on how the insurer
can improve its performance.

When he arrived at the agency,
Mr. Herrick discovered it indeed

had the proper atmosphere for his
visit. He spent the day weeding
flowers, washing windows, vacu-
uming, filing and even making an

ice cream run.

"It was quite an honor to, A, be
chosen as the first one and, B,
have him come out," Mr. Crooke
said.

The honor aside, agents weren't
above teasing their guest a little.
While Mr. Herrick was working as
a receptionist, a woman came in

to the office to register a com-
plaint. She then announced that
her problems were due to Michi-
gan Millers.

When Mr. Herrick told her he

was the president of Michigan
Millers, she began to harangue
him, his employees and his com-

largest business centers-from the
list of states it served, the compa-
ny began to struggle financially.
When Mr. Herrick arrived, the

company was in the midst of
downsizing. In addition, many
agents were looking to other com-
panies to provide coverage for
their clients.

"During this period of time,
both the employees and the
agents became unexcited and
docile," Mr. Herrick said.

So Mr. Herrick, who describes
himself as a hands-on executive,

decided to speak with a large
number of agents, both individu-

PHOTO. COURTESY OF MILLERS MUTUAL INSURANCE CO.

Michigan Millers Mutual CEO Bruce W. Herrick donned a tuxedo to perform
tasks for the Fred C. Haight Insurance Agency as servant for a day.

pany in general. Eventually, after
employees behind the counter
began giggling, they explained to
Mr. Herrick that the woman was

related to one of the agency's
owners and had no real com-

plaint.

In spite of being teased, Mr. Her-
rick said, "I had a ball doing this."

His good sportsmanship paid
off. Mr. Crooke said everyone in
the office-which employs 11
agents in addition to Mr.

Crooke-enjoyed the day.
The Most Valued Agent award is

not the only effort Mr. Herrick
and the other executives at Michi-

gan Millers have made to improve
service to agents. When Mr. Her-
rick joined the company in late
1997, it was struggling to find its
niche, and the executives decided

to focus on customer service.

The company's problems began
in 1992, when Hurricane Andrew

hit Florida, and worsened when
the Northridge earthquake struck
California two years later. Al-
though the company remained fi-
nancially sound, the two catastro-
phes did persuade it to stop
writing coverage in those states.

After cutting California and
Florida-its second- and third-

ally and in groups, to determine
how the company could revitalize
itself. They told him that service
was really lacking in the industry.

In response to the company's
difficulties and the input he re-
ceived from agents, Mr. Herrick
developed three goals for the com-
pany: stop the downturn in pre-
miums, improve profitability and
raise the morale of employees and
agents.

Because he believed the compa-
ny couldn't improve service or
agents' morale without support
from Michigan Millers' employ-
ees, he began a program to raise
morale internally. The program
was called the Great Michigan
Millers Mutual Comeback.

The comeback campaign kicked
off at one of the monthly meet-
ings Mr. Herrick had instituted to
discuss company goals. Before
that meeting, the senior managers
arrived at the office at 6 a.m. and

plastered "Great Michigan Millers
Mutual Comeback" stickers all

over what Mr. Herrick described as

a typical, conservative insurance
office and had a balloon placed
over the building.

When that morning's meeting
See Award on next page
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Award
Continued from previous page
started, employees encountered
senior management wearing
company windbreakers. Employ-
ees were given pompoms, and
an office pep rally began.

"As much as they say they
don't, people love that

schmaltzy stuff," Mr. Herrick
said.

In addition to providing some
well-timed schmaltz, another big
change Mr. Herrick made was to
have employees ask agents when
they need quotes and provide
them by that time. Like many
companies, Michigan Millers
used to attempt to meet only in-
ternal standards and deadlines

when agents asked for quotes.
That meant agents sometimes
didn't receive their quotes until
after their own deadlines.

Mr. Herrick said that agents
occasionally request a deadline
that the insurer can't meet. In

such cases, employees of Michi-
gan Millers tell the agents up
front that the insurer can't pro-

vide the quote by that time. He
added that the insurery does
meet agents' deadline expecta-
tions 99% of the time.

Mr. Crooke said that under Mr.

Herrick's leadership, Michigan
Millers has become much more

focused on its agents. "It's like,
'How can I help you today?' in-
stead of 'Why are you bothering
me today?' " Mr. Crooke said.

The morale-boosting program
has improved both customer sat-
isfaction and the company's fi-
nancial health. Mr. Herrick said

that in 1997 the company lost
$3.6 million, but last year it
turned a $6.6 million profit. In
addition, premium volume is up
3% from 1998.

Mr. Herrick said the internal .
campaign has been key to the
company's turnaround. Agents
used to tell Mr. Herrick they did-
n't want to do business with

Michigan Millers because the
company acted as though it did-
n't want to write insurance. Now

agents are eager to deal with the
company.

"There's a whole new atti-

tude," Mr. Herrick said. Eli
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Good storytelling effective
in marketing, consultant says
Structuring the story after getting information also called important

By SALLY ROBERTS "when" ques-

hether used

W to sell prod-
ucts, build a
corporate
culture or

polish an
executive's leadership image, story-
telling can improve marketing com-
munications, a consultant contends.

"As communicators, our job is to
capture the hearts and minds of our
customers," said Ann Wylie, presi-
dent of Wylie Communications, a
Kansas City, Mo.-based consulting
firm. "Whoever tells the best story
will win."

During a session at the recent In-
surance Marketing & Communica-
tions Assn.'s annual conference in

Keystone, Colo., Ms. Wylie ex-
plained that storytelling sells be-
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cause it gets the audience's attention
and keeps that attention longer than
any other means of communica-
tion.

This is important, she said, consid-
ering that most Americans are bom-
barded with roughly 1 million bids
for their attention each year through
various advertisements.

Marketers, she said, need to use
creativity in their writing "to cut

IMCA
through the dutter."

In addition to getting an audi-
ence's attention, storytelling also is
more memorable than dry abstract
material lacking a creative hook It
can enhance credibility, it lingers
longer in peoples' minds and gets
passed along further and faster, she
added.

Storytelling can be used, for exam-
ple, to develop a compan* corpo-
rate culture, said Ms. Wylie. She sug-
gests that during orientation for new
hires, employers tell them the story
of how the company began.

"When you want to nurture a cul-
ture, it is almost impossible to tell
them what the culture is," she said.
Thus, "you need to show them what
the culture is."

Storytelling also can be used to
polish a company leader's image,
Ms. Wylie said. By becoming better
storytellers, corporate executives will
seem more personal and more
human to others, who, in turn, will
be more apt to buy in or follow the
leader, Ms. Wylie said.

Storytelling also is a great way to
sell ideas and products and services,
she said.

In describing ways to develop
good anecdotes, Ms. Wylie suggests
r.hat marketers take existing stories-
from both within and outside the

company-and adapt them to the
spedfic need.

Other means indude mining the
organization for news stories, she
said. In particular, people who have
resolved a crisis within the company
often can provide good stories, she
said.

When encountering difficulty
finding stories from people within
the company, Ms. Wylie suggests

that marketers ask

tions.

Anecdotes, she said, often emerge
out of a spedfic period of time, she
said. 'Whendid you know youwere
going to be in finandal trouble?"
she asked rhetorically.

Ms. Wylie also suggests asking spe-
dfic questions when fishing for
anecdotes. For example: 'What's
one thing you've done in your ca-
reer that you wish you hadn't
done?"

If that approach doesn't work, try
"writing by hanging around," Ms.
Wylie suggests. She suggests, for ex-
ample, following an agent around
for the day or going to the claims of-
fice to observe.

"Some stories you won't get any
other way," she added.

Once the information to craft a

story has been obtained, it is impor-
tant to know how to structure an

anecdote.

Every anecdote needs a characters,
a plot, action, a pivotal moment and
a punch line, she said.

The pivotal moment is the aisis,
change or decision made; it is essen-
tial to the success of an anecdote,
Ms. Wylie said, adding that the piv-
otal moment needs to be one mo-
ment in time.

The anecdote needs to have only
one prindpal character, she said.
This will make it easier for the audi-
ence to care about that character.

Other less-important characters
need to be induded as well to devel-

op the story and help readers care
about the main character, she said.

The plot also is important to the
anecdote. Ms. Wylie said that in cor-
porate communications, the plot
should be simple.

The anecdote also needs action,
and "the most powerful form of ac-
tion is suspense," Ms. Wylie said.

At the end of the anecdote, there
needs to be a "punch line," she said.
Like all comedians telling jokes,
marketers need to pause before giv-
ing the punch line. "This builds ten-
sion and gives a better reaction," she
said.

Marketers can pause and build
tension through phrasing punctua-
tion and paragraphing, she added.

Overall, Ms. Wylie urged mar-
keters to not embellish stories, as-

serting that stories are more effective
if they're real. ial

28m Annual AgenVBroker geographical index online
The 28th Annual Agent/Broker geo-

graphical index of retail brokerage of-
fice locations is available at the Busi-
ness insurance World Wide Web site

at www. businessinsurancecom/mag-
azine/ditecton'es.h#n/forthe first time.

The geographical index lists or-
ganizations appearing in the direc-
tory and their commercial retail bro-
kerage branch offices by city and

state, or by country if located out-
side the United States. Branch of-

fices operating under names similar
to that of their parent company are
indexed under the parent compa-
ny's name. If the name of a branch
office is significantly different from
that of its parent, the office name
will be followed by that of the parent
company in parentheses.

www.businessinsurance.com/magazine/directories.html



Sometimes the people who sell you on the big insurance brokers seem to disappear

as soon as you sign the dotted line. At Hobbs Group, we put a premium on two

things: creative solutions and client satisfaction. So the folks who won your

business are the same ones wholl service your business. Which could have

something to do with the fact that we have 96% customer retention.
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Continued from page 22

Employee/group olans
with direct service............... 4,000

Lives covered
Total 850,000

Active group health plan......... 211,200
Mail-order services

Percent of prescription volume ....100%
Generic usage
Percent of prescription volume ..... 40%
Staff

Total ....53

Professionals .22

Registered pharmacists ..............3
PBM services since: 1994.

Services: mail-orderdrug distribution, con-
current utilization review, benefit design
consulting, patient education.

Reports provided: physician prescribing
patterns, employee utilization, percent of
generic vs. name-brand prescriptions dis-
pensed analysis.

Dispute resolution: independent panel.
Service area: nationwide.

Billing method: discounted percentage of
average wholesale price.

Officers: Gerry Teague, president; Jim Sla-
ton, secretary/treasurer Bob Coopman,

director.

Contact: Jim Slaton.

United Drugs
7227 N. 16th St., Suite 160,
Phoenix, Ariz. 85020;
602-628-1179; fax: 602-678-0772

www.corp.uniteddrugs.com
1998 revenues

Total gross revenues $1,000,000,000 (est.)
PBM gross revenues...... $600,000 (est.)
Lives covered

Total . 200,000
Retail network

Pharmacy locations 25,000
Mail-order services

Percent of prescription volume ...... 5%
Generic usage
Percent of prescription volume ..... 60%
Staff

Total .40

Professionals 10

Registered oharmacists ..............2
PBM services since: 1989.

Parent: American Associated Druggist Inc.;
primary business: cooperative of inde-
pendent pharmacies.

Services: retail pharmacy network, mail-or-
der drug distribution, claims orocessing,
online daims adjudication, concurrent uti-
lization review, disease management, ret-
rospedive utilization review, benefit de-
sign consulting, formulary management/
review, Ehysician prescribing practices
monito,ing and management patient ed-
ucation.

Reports provided: physician prescribing
patterns, employee utilization, percent of
generic vs. name-brand prescriptions dis-
pensed analysis.

Dispute resolution: PBM staff.
Service area: southwestern and western

states.

Billing method: fee per claim.

The directory of prescription benefit
managers begins on page 17; directory
terms are explained on page 21

Contact: B.A. Semingson, vp-managed
care sales.

Walgreens Health
Initiatives (WHI)
520 Lake Cook Road, Suite 400,
Deerfield, 111. 60015;
847-374-2640; fax: 847-374-2645

www. walgreens. com
1998 revenues

Total gross revenues....... $609,256,428
PBM gross revenues...,..,.. $6,052,216
PBM clients

Total.............,,....,-,...,-, 763

Employee/group plans
with direct service.........,.......740

Lives covered

Total 1,900,000
Retail network

Pharmacy locations..... ........ 44,646
*Mail-order services....

#1

PBM

0 4

0 - 0. a

CAREOATA*
CAREDATA REPORTS. INC.

MEMBER

SATISFACT[ON

 AWARD

0

0

. 0-

For more information on how Merck-Medco can work with
you, contact us at 1 -800-248-2268 or on the world wide web at
http:#www. merck-medco.com.

Merck-Medco

Managed Care, L.L.C.
©1999 Merck-Medco Managed Care, LLC, is a subsidiary of Merck & Co., Inc

* Based on an independent survey of national PBMs (including Aetna/US Healthcare, Caremark, CIGNA, DPS,
Express Scripts, Merck-Medco, PacifiCare/Prescription Solutions, PCS, Prudential, and Rite-Aid) conducted by
CareData Repor8, Inc., White Plains, NY, from May 1998 through August 1998.

Generic usage
Percent of prescription volume ..... 51%
Staff

Total .222

Professionals .31

Registered pharmacists ........... 9,000
PBM services since: 1995.

Parent: Walgreen Co.; primary business
retail pharmacy.

Services: retail pharmacy network, mail-or-
der drug distribution, claims processing
online daims adjudication, concurrent uti-
lization review, disease management, ret-
rospective utilization review, benefit de-
sign consulting, formulary management'
review, physician prescribing practices
monitoring and management, patient ed-
ucation, community health initiatives.
home care pharmacy, specialty pharma-
Cy

Reports provided: physician prescribing
patterns, employee utilization, percent of
genetic vs. name-brand prescriptions dis-
pensed analysis, standard financial anc
management reports depending on plans
requirements.

Dispute resolution: PBM staff.
Service area: 37 states, Puerto Rico and

Virgin Islands.
Billing method: fee per claim, fee for ser-

vice.

Officers: Robert H. Halaska, president; Ju-
lian A. Oettinger, Allan M. Resnick, Ed-
ward H. King, vps.

*Mail o,der services percentage varies by plar

e
York Prescription Benefits

1 Church St., Fifth Floor,
New Haven, Conn. 06510;
203-781-0649; fax: 203-781-4896
www.yorkpbm.com

1998 revenues

PBM gross revenues........ $4,000,000
Lives covered
Total 100,000
Workers compensation............ 5,000
Retail network

Pharmacy locations     ..... 45,000
Mail-order services

Percent of prescription volume ...... 5%
Generic usage
Percent of prescription vdume ..... 45%
Staff

Total ...27

Registered pharmacists ...8

PBM services since: 1995

Parent: USIA Administrators; plimary busi-
ness: insulance services.

Services: retail pharmacy network, mail-or-
der drug distribution, claims processing,
online daims adjudication, concurrent uti-
lization review, disease management, ret-
rospective utilization review, benefit de-
sign consulting, formulary managemenV
review, physician prescribing practices
monitoting and management, patient ed-
ucation, demand management, vision,
life, dental, accidental death.

Reports provided: physician prescribing
patterns, employee utilization, percent of
generic vs. name-brand presctiptions dis-
pensed analysis, PBM trend analysis.

Service area: nationwide.

Billing method: capitated rate, fee per
daim, per employee per month.

Officers: Jim Pennington, chairman; Jim
Bigl, president/CEO; Lily Khodadoost-
Kamvar, vp-clinical services/network de-
livery

Contact: info@yorkpbm.corn. Ell

.

Insurance®
• SERVICES •

REPRINT SERVICES

8/9 Reprint Department can pro-
vide reprints, in quantities of 100 or
more, of any atticle appearing in the
weekly newsmagazine. Legal per-
mission, complying with U.S.
copyright laws, also can be provid-
ed to companies wishing to reprint
on their own, material appearing in
the newsmagazine. For informa-
tion, call or fax:

312/ 649-5319
Fax: 312/ 280-3174
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Business
Insurance®

Information

Resource

NOTE: THIS COUPON WILL NOT BE PROCESSED

AFTER September 27, 1999.

All questions must be answered in order to have your
inquiry processed.
Please check one item for each category:
1. My organization is best described as:
A O Mfg/Svcs F O Ins Agent K I Adj/Apprs
8 0 Association G O Ins Broker L O TPA
C O Union H O Ins/Reins Co M O Health Care
D 0 Government 1 0 Consultant Inst

E j Educational Inst J £ Actry/Attorney N 13 Other

2. Number of employees:
1 0 150 or fewer 3 0 500-999 5 0 5,000 or more

2 0 151-499 4 0 1,000-4,999 6 ¤ Unknown

3. My title is best defined as:
A 0 Administrative Mgt D El Benefits Mgt
B O Financial Mgt E O Loss Prevention Mgt
CORisk Mgt F O Other

4. My purchasing involvement for the requested products is to:
1 0 recommend only 2 0 specify 3 m approve

5. Do you now receive a personally addressed copy of
Business Insurance?

A j Yes 8 0 No, please send subscription information

To obtain copies of literature and information about products and
services listed in the August 2 info section, simply indicate the
key numbers for the items you want and mail the coupon to.

Business Insurance Reader Service Center

650 S. Clark St; 6th Floor

Chicago, IL 60605-1702

Please print clearly

Name

Title

Company

Address

City State

Phone ( )

Fax ( )

<AFROM THE CEBS® PROGRAM

Earn Recognition

inGroup Benefits
andRetirement Plans

Zip

Business Insurance Ust

of employee benefit
information resources
EMPLOYEE BENEFITS

• A booklet available from Aon

Consulting Worldwide reviews
the Medicare+Choice program, its
plan design, administration and
communication implications for
employers with retiree medical
plans, as well as Medicare's eur-
rent features and evolution. Re-

quest item 501.

I Aon Consulting Worldwide of-
fers a booklet on the trend mea-
surement of the workforce com-

mitment index and the key orga-

F<f

mpl n fi
andJ ealth Car er*its 4 /.

• CEBS Cburse 2- i.,.A
, Employee Benefits: Demgn,

Administration and 61*81:'
,: Welfare Benefits *
• CEBS Course 9-

Health Economics

Now it's possible to earn recognition in two specialty 1 CEBS COURSES 

areas while pursuing the Certified Employee
Benefit Specialist (CEBS) designation. By passing three

LEARN MOREexams in group benefits or retirement plans, you can receive
Recognition of Academic Achievement. This new approach SO YOU CAN

allows you to specialize in an area that relates to yourjob EARN MORE!
responsibilities, validate your knowledge and enhance
your professional credentials.

Completing a specialty track puts you on the road
to finishing all ten courses and attaining the CEBS

designation, the standard of excellence in employee
benefits. The program is cosponsored by the

International Foundation of Employee Benefit , 0 I I
Plans, the largest educational organization in

the field, and the Wharton School of the University , Complete all Ten Courses 
of Pennsylvania, one of the country's leading 
business schools. CESS DESIGNATION AAA

So if you're looking for career advancement

and peer recognition, now is the perfect time to participate A moom
in CEBS.

A 0 A ENT
IN Em p

FIND OUT HOW CEBS CAN HELP YOU!

Ca#: (800) 449-CEBS (2327) Email: cebs@ifebp.org
Fax: (414) 786-8650 Web site: www. ifebp.org

1 ® Certified Employee Benefit Specialist® Progrom8BS)3 International Foundation of Employee Benefit Plans
18700 W Bluemound Rood • RO. Box 1270 • Brookfield, WI 53008-1270

• CEBS Course 3-

Retirement Plans: Basic

Features and Defined

Contribution Approaches
• CEBS Course 4-

Retirement Plans:

Defined Benefit Approaches
and Plan Administration

• CEBS Course 7-

Asset Management

nizational and individual factors
that drive this commitment. Re-

quest item 502.

I A booklet covering general pro-
visions of the Health Insurance

Portability and Accountability
Act, summary plan description
regulations under HIPAA, sample
SPD language and forms, and a
checklist of requirements is avail-
able from Aon Consulting World-
wide. Request item 503.

I Aon Consulting Worldwide of-
fers a booklet on the employee
benefits due diligence process,
which covers the M&A process,
key benefits issues and alternative
benefits strategies; and provides a
checklist for collecting and re-
viewing benefits information. Re-
quest item 504.

• The defined behavior of a com-

mitted worker and descriptions of
which benefit programs help drive
worker commitment are offered in
a booklet available from Aon

Consulting Worldwide. Request
item 506.

I ARAG Group offers software
for people seeking answers about
benefits, which offers easy con-
nections to benefits-related Web

sites. Request item 508.

i The third edition of the ARAG

Group's facts guide explains what
a group legal benefit plan is, its
popularity, comments about it
and- many more facts. Request
item 509.

I BNA Books offers a pamphlet
that briefly summarizes benefits
under the Social Security and
Medicare programs, which in-
clude hospital and medical insur-
ance as well as retirement, dis-
ability, and survivors' benefits.
Request item 510.

I Buck Consultants Inc. offers a

bulletin describing statements is-
sued by the Financial Accounting
Standards Board that change the
disclosure requirements of FASB
statements. Request item 511.

Continued on page 30

The Employee Benefits In-
I formation Resource section is

an editorial compilation of cur-
rent informational and educa-

tional materials on topics of in-
 terest to risk management, fi-
j nancial and insurance execu-
1 tives.

The listings are published as
an editorial service by Business
Insurance; there is no charge to
list materials in the section.

The materials, all of which may
be obtained free of charge to BI
readers. To receive any of the
free materials listed in this spe-
cial section, please write the
key numbers of those items on
the reader service coupons that
are printed throughout the sec-
tion. Fill out the remainder of

the coupon and mailit to:

Business Insurance

Reader Service Center

650 S. Clark St., Sixth Floor,
Chicago, nl. 60605-1702

All requests must be received
before Sept. 27 to be processed.
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Insurgan€ee
information
Resource

NOTE: THIS COUPON WILL NOT BE PROCESSED

AFrER September 27, 1999.

All questions must be answered in order to have your
inquiry processed.

Please check one item for each category:

1. My organization is best described as:

A m Mig/Svcs F O Ins Agent K O Adj/Apprs
8 C Association G O Ins Broker L OTPA
C m Union H O ins/Reins Co M O Health Care

0 0 Government 1 0 Consultant Inst

E ¤ Educational Inst J O Actry/Attorney N O Other

2. Number of employees:

1 0 150 or fewer 3 0 500-999 5 05,000 or more
2 E] 151-499 4 01,000-4,999 6 0 Unknown

3. My title is best defined as:

A O Administrative Mgt D O Benefits Mgt
8 0 Financial Mgt E O Loss Prevention Mgt
C j Risk Mgt F E] Other

4. My purchasing involvement for the requested products is to:

1 0 recommend only 2 0 specify 3 0 approve

5. Do you now receive a personally addressed copy of
Business InsuranceY

A O Yes 8 0 No, please send subscription information

To obtain copies of literature and information about procucts and
services listed in the August 2 info section, simply indicate the
key numbers for the items you want and mail the coupon to:

Business Insurance Reader Service Center

650 S. Clark St.,6th Floor

Chicago, IL 60605-1702

Please print clearly

Name

Title

Company

Address

City State

Phone ( )

Fax ( )

A company that manages every medical aspect of catastrophic

injury from any point in the life of the claim, anywhere in the

country. That actually manages cost by ensuring high-quality

treatment and uncompromising medical management,

Zip

Continued *om page 28

• A bulletin from Buck Consultants

Inc. discusses the automatic election

concept in response to a recent rul-
ing by the IRS to find automatic or
negative elections under a qualified
401(k) plan permissible. Request
item 512.

• Employee benefit provisions of
the IRS Restructuring and Reform
Act of 1998 are covered in a bulletin

by Buck Consultants Inc. Request
item 513.

• Buck Consultants Inc. offers a

guidance bulletin issued on the
Newborn's and Mother's Health

Protection Act of 1996. Request item
514.

• An analysis discussing the Medi-
care program and the latest changes
to the program as enacted in the
Balanced Budget Act of 1997 are

working to bring injured workers to higher levels of recovery.

That actually defines outcomes and guarantees medical cost.

A company, and a way, that puts the lives of everyone touched

by catastrophic injury back together.

Now there is a company
that specializes in the recovery

of your catastrophically
injured workers.

DEFINED OUTCOMES

GUARANTEED MEDICAL COSTS

WORKERS'COMPENSATION CASES

for catastrophic injury.

for life.

1.800.676.6777

WWW.PARADIGMH EALTH .COM

COPYRIGHT O ,998 PARADIGM HEA.1'H CORPORAIHON

covered in a bulletin by Buck Con-
sultants Inc. Request item 515.

• Insights into the decisions faced
by employers that consider offering
domestic partner benefit coverage
can be found in a bulletin by Buck
Consultants Inc. Request item 516.

•The Certified Employee Benefit

Specialist Program offers a descrip-
tive catalog containing information
and forms for enrolling in the CEBS
program, a 10-course program in
employee benefits. Request item
517.

• Child & Elder Care Insights Inc.
offers a collection of statistics, cor-
porate report summaries, and other
documentation supporting the basis
of why work/life programs are sue-
cessful and growing in corporate
America. Request item 518.

• Deloitte & Touche L.L.P. offers a

pamphlet on how to succeed in inte-
grated health disability, and work-
ers compensation benefits. Request
item 519.

• Hewitt Associates L.L.C. offers a

booklet highlighting current re-
search, business successes and inno-
vative thinking on people-related
topics with the intent to help em-
ployers maximize their own
HR/workforce capabilities and
overall business results. Request
item 522.

• Research about companies that
are successfully creating an owner-
ship culture through employee own-
ership is available through Hewitt
Associates L.L.C. Request item 523.

• The International Foundation of

Employee Benefit Plans offers a cat-
alog of employee benefit books the
IFEBP has to offer for 1999. Request
item 524.

• An International Foundation of

Employee Benefit Plans catalog de-
tails all the employee benefits edu-
cational opportunities the IFEBP
has to offer for 1999. Request item
525.

• A survey of multi-employer
health fund administrators provid-
ing information about the types of
health plans currently offered by
multi-employer funds can be ob-
tained from the International Foun-

dation of Employee Benefit Plans.
Request item 526.

• The International Foundation of

Employee Benefit Plans offers a sur-
vey of Internet and intranet use by
employee benefit professionals con-
centrating on communicating em-
ployee benefit plan information.
Also included are cost issues and

concerns. Request item 527.

• The International Society of Cer-
tified Employee Benefit Specialists
offers a quarterly magazine provid-
ing a comprehensive over-view and
detailed analysis of the major trends
and issues in the employee benefits
industry. Request item 528.

• Martin-Dennison Press offers a

pamphlet describing how employers
can solve their workforce absen-

teeism problems by using self-scor-
ing self-assessment questions. Re-
quest item 530.

• Meridian Resource Corp. offers a
description of diagnostic-related
group reimbursement methodolo-
gies and why a DRG validation pro-
gram is essential for cost contain-
ment. Examples of diagnostic-relat-
ed group validation audits are in-
cluded. Request item 531.

I Prosource Financial LLC, offers

Continued on page 32
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OUR MOTTO: CLAIMS MANAGEMENT IS
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Each business day brings risks enough

without having td factor in inexperience. So,

before a Crawford claims adjuster or case

manager ever touches a client's business, they

have to prove themselves worthy.We.even let 19
clients ivatch. Or better yet, take part.

To give our employees the closest thing

to on-the-job experience without incurring

on-the-job risks, Crawford has a unique

approach. We bring the real world·into

the classroom, immersing our people in

NO PLACE FOR AMATEURS.

problems from actual cases. We include real

clients to assure that our people cultivate a
,

true client perspective.

Class curriculum is divided by lines of .

business, such as Risk Management Services,

so employees focus on the issues they'll face

in the day-to-day execution of your business.

And, our faculty are acknowledged experts

in their specialties.

This year alone, we've invested over $7

million in Crawford Unirersity. The payoff:

people who not only have a degree, but an

education. For more on'how Crawford

Univer'sity bdnefits you, 0111-888-213-2533.

Or visit www. crawfordandcompany. com.
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changes in the structure and admin- term care msurance, discussing top- tions Request item 802 and benefit programs Request item
Continued from page 30 istration of health, disability and ics such as underwriting claim ad- 909
a newsletter on current trends and workers compensation benefits is ministration, pohcy design and mar- I Hershey Fmancial Group offers
legislative action for employee ben- available from Tillinghast-Towers keting Request item 546 a commentary on trends m insur- I Duncanson & Holt Group pffers
ehts Request item 532 Pemn Request item 536 ance and financial planning as m- an overview of long-term care insur-

EMPLOYEE BENEFIT surers and financial services firms ance. It Includes discussions of de-

I The Segal Co offers a 1999 cal- INFORMATION SYSTEMS compete for business Request item mographics, government programs
I A survey by Watson Wyatt World- 803 and pnvate insurance Request itemendar indicating general reporting wide addresses how employee bene- I Information Products Inc offers 910

and disclosure requirements appli- fit programs can be used strategical- a booklet givmg an overview of in- I Structured Financial Associates
cable to employee pension and wel- ly to align workforce behaviors to teractive voice response technology, Inc offers software that present the SELF-INSURANCE SERVICES

fare benefit plans on an annual ba- employers' business goals Industry_ with descriptions of IVR computer- basic deftnition and technical func-
sis Request item 533 specific leports are also available ized systems and a glossary Request tions of structured settlements in an I Corbel offers a newsletter de-

Request item 537
item 601 individual claim Request item 805 signed for health plan third-party

I A report of changing trends in administrators that provides the lat-
benefit costs, including employer I A Watson Wyatt Worldwide INTERNATIONAL est news, updates on regulations as• Westport Benefits LLC offers a survey on virtual human resources well as common questions and an-
health care, defmed benefit pension pamphlet containmg information technology highlights trends report- I Aetna Global Benefits offers a swers for self-funded health planand retiree health care plan expens- about serious-illness insurance and ed by more than 460 companies in 11st of usual and customary benefits professionals Request item 1601es, is available from T E Brennan descriptions of sample policies Re- seven countries The report discuss- for more than 50 countries Request
Co Request item 534 quest item 542 es how companies and their employ- item 901 I InPhoto Surveillance offers an

ees utilize the World Wice Web to
analysis of the court decisions relat-I A newsletter by T E Brennan Co . A booklet offenng suggestions for conduct human resources transac- I A Baker & MeKenzie newsletter
ing to disability surveillance Re-

explores the pros and cons of the the effective implementation of an tions online Request item 602 discusses worldwide developments quest item 1602
consulting business, explaining mtegrated approach to workplace on labor, employment and employee

FINANCIAL SERVICES benefit issues Request item 902methods of choosing a consultant disability and workers compensa- I Prime Insulance Syndicate Inc
and ways to work with that consul- tion is available from Willis Corroon I Watson Wyatt Worldwide offers I Globex International Inc offers offers a manual to help self-insuredtant for optimum success Request Corp Request item 543 a study that can help employee ben- a newsletter on laws and trends fae_ companies manage bodily injury
item 535

efit managers evaluate the advan- ing employers with international claims in the early stages after an
I Duncanson & Holt Group offers tages and drawbacks of granting operations Request item 903 accident Request item 1604 Ell

I A booklet describing the effects of a comprehensive overview of long- large amounts of employee stock op-
I Hevntt Associates LLC pro-

vides an executive summary on how The Information Resource

global companies can use employee section is a list of free prod-
benefits, among othei tools, to at- uets and informational mate-

tract, develop and retain the best rials available to Business In-

1 .11 Cobra Regulations have changed...again managers Request item 904 surance readers The sections

are published four times an-
• Watson Wyatt Worldwide fea- nually as an editorial seivice,

tures a quarteily magazine that dis- there is no charge to be in-
cusses benefits management Issues, cluded
global research conducted by Wat-

Organizations wishing toson Wyatt, Web sites as well as oth-
- (I)[!]17 [R[]mil (go)] :31 NE¥4 8 6 0 1']J-LAS 67iII[ er resoul ces Request item 908

submit materials for Informa-
tion Resource sections should

'11 I

I Employers Reinsurance Corp contact Directory Editor
• Flex/Cafeteria Software • They Al] Talk to Each Other offers a brochure on the different Kevin Edison at 312-649-5279

approaches of the 11 European or Assistant Directory Editor
• Retiree Billing System • They're ALL YZK Compliant Union countries adopting the euro John Keagy at 312-649-5313

• NEW Group Billing System • Windows based and Well Supported.
and its implications for insurance

For a FREE Demonstration System
visit us at www.travisoft.com or Call 1-800-521-5409 Data spokesman stated

An agent may be able to seaich
by a vanety of categories, includ-

See what over 4,000 employer and administrator users have already seen. Continued from pcge 2 ing key policy date, 1ndustiy

2/6 Similar lequests, however, have codes, geographic location, insur-
been denied for a vanety of Iea- ers and number of employees, ac--4,1*P

=m 1

sons-at least foi the short term- colding to the company's Web
by Arkansas, Georgia and Wis- site "This enhanced competition
consin, according to the Ameiican loweis prices and delivers greater1 _f\

<TravisFIex 3 93* Travis Insurance Assn value to employers," the
In the 22 states where the Na- spokesman said

r-laAVIr! 40 0/Ad//A UALU tional Council on Compensation The DataLister product has

Synn Software Insurance serves as insureis' been available since 1995, though
agent for pr oof-of-coverage re- the company was not incorporat

© 1999 Travis Software Corp putting, 'the information report- ed until Januaiy 1998, according
ed for each employer always in- to Information based on a Dun &
cludes the name of the carr_er and Bradstreet Corp background re-
the policy expiration date, and of- port The company, which has
ten includes additional iniorma- about $300,000 in annual sales,
tion like the employer's total pay- employs eight people and has 250
roll and number of employees," to 300 accounts, the spokesman
accoiding to a statement by Bill said in an interviewTHE GREATEST ADVANCE IN
Schrempf, president and chief ex- Opponents of releasing such in-

DENTAL CARE SINCE FLUORIDE ecutive officer of the NCCI in foimation say itt intringes on sev-
Boca Raton, Fla etal fundamental concepts, in-

The DataLister spokesman said cluding employers' pilvacy, insur-
that somewhat similar infolma- eis' trade secret PIotections and
tion fi om seven states with inde- independent agents' legal rights to

Tbe mission of Dental Health Allta,tee u to www.dha.com pendent rating 0Iganizations al- future renewals
be tbe premier, independent dental PPO In tbe You're Just i eady is being sold through the In- Two workers comp obseiveis

Untted States DHA Lont:nues to aggresswely expand its a few Jnks surance Bureau Bulletin Board said they initially see more harm
Seiviee Network, an electronic re- than good fiom the availability ofDENTAL HECD4 .... ' 2nationwide network of ded:Lated professionals - now witb away from soulce for information and statis- such employer-specific infolma-

more tban 19,000 iredentialed denmts across tbe conntry our dazzling u,ebsite, u,here you tical data on workers comp insul- tien

We are tommitted to delivering outstanding service and Lan learn about managed dental ance Revealing even such minimal
The information that IBBSnet lS infoimation could give an indus-

Lustomer Satiffaction to our dzenh and tbe more tban care that leaver everyone smiling selling includes the Workers' try competitor an edge, said Eric
3/4 million covered lives tbey represent Compensation Insurance Rating J Oxfeld, president of UWC Inc ,

Bureau of Califoinia's summaiy a Washington-based business ad-
of employers' experience rating visory and reseatch oiganization
modification factors The othei Even the most basic 1nforma-"P 5*noven,Satisfaction -3 six states are Delaware, Mas- tion, such as the timing of cover-
sachusetts, Minnesota, New Jel- age renewal, could be significant,
sey, New York, Pennsylvania for example, if it revealed that the

Proponents of releasing compli- employer was having to shop for
ance information for commercial coverage duIing a hardened mar-
use emphasize the advantages of ket, Mr Oxfeld said In addition,

DENTAL HEALTH ALLIANCE, L.L.C. encouraging increased competi- an employer's class code could be
-

lion in the marketplace significant if it revealed overhead
The DataLister product, which costs, he said

consists of cleaned-up and en- "While the business community
462 Seventh Awnite, Suite 1000 New York, New York 10018 hanced data and "a lobust" is geneIally a strong advocate of

800-522-1313 212-279-4550 Fai 212-279-4063 www dba,om search engine,
0

heats up competi- competition, there lS fair and un-
tion in states between insurance fair competition," he said "Any-
companies and insurance agents thing that would move away from
for employer workers compensa- the confidentiality of proprietary
tion accounts," the DataLister- Continued on next page



Continued *om previous page
information in the name of compe-
tition is something that needs to be
examined closely," he added. Mr.
Oxfeld said his comments reflect

his own opinion and not those of
his members, because he has not
surveyed them on the topic, he

"From a risk manager's stand-
point, I'm not sure that I would
want unsolicited bids coming in
during my renewal period based on
information from proof-of-cover-
age filings," said Lance Ewing, di-
rector of insurance and loss pre-
vention for GES Exposition Ser-
vices in Las Vegas and chair of the
Risk & Insurance Management So-
ciety Inc.'s external affairs conn-
mittee.

"There is plenty of competition
in the soft market without adding
another tool to the box that agents
and brokers have," he said. "I want

to be able to pick and choose who
brings proposals to me without get-
ting spammed by unsolicited bids,"
he said.

Most of his risk manager ac-
quaintances will think that way,
too, he predicted. The issue, how-
ever, is new to him and the RIMS
committee. He plans to place it on
the committee's fall agenda.

Workers comp insurers are

among thS most vocal opponents of
releasing employers' proof-of-cov-
erage information to a private com-
pany for other commercial purpos-
es.

"The scope of the information
available and the openly commer-
cial purpose for which it is ob-
tained raises a question as to
whether competitively sensitive in-
formation submitted to a public
agency for statutory compliance
purposes is automatically trans-
formed into public information,
thereby effectively nullifying a
state's trade secrets protections,"

Business
Insurance ®
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said Bruce C. Wood, assistant gen-
eral counsel with the American In-

surance Assn. in Washington.
"Carriers have expressed the

view that disclosure of the contents

of the proof-of-coverage database
for commercial purposes would re-
sult in unfair competitive injury to
the insurers submitting the infor-
mation," according to the NCCI's
Mr. Schrempf. "We have requested
state agencies to classify the proof-
of-coverage database as confiden-
tial commercial information not

subject to public disclosure, unless
clearly required by law," he said.
In addition, the NCCI has begun
adding a note to all submissions to
state agencies stating that "This
material contains trade secret, con-

fidential and proprietary informa-
tion and may not be transmitted to
a third party or publicly disclosed."

The controversy already has
sparked a court case in Arizona.

"We historically considered that

1 1

information to be confidential, but
after careful scrutiny of Arizona
law, we could not find any state
basis for that policy of confiden-
tiality," said Larry Etchechury, di-
rector of the Arizona Industrial

Commission in Phoenix. However,
"I don't feel comfortable with be-

ing the vehicle for that release of
the information. I just don't think
it is right."

The National Assn. of Indepen-
dent Insurers objected to the re-
lease of the information, and a
Maricopa Country (Ariz.) Superior
Court issued a temporary restrain-
ing order in June preventing the
Industrial Commission from re-

leasing insurers' proof-of-coverage
information to private organiza-
tions for a commercial purpose. A
trial is scheduled to begin next
month.

Utah's labor commissioner is ex-

pected to decide in mid-August
whether to release similar informa-

III
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tion that DataLister has requested.
The issue is a particularly tough

one for agents' groups to resolve.
"There is no question about it

that agent groups are torn between
wanting to protect their clients and
their own asset and wanting to
compete," said Patricia A. Borows-
ki, division vp with Alexandria,
Va.-based National Assn. of Pro-

fessional Insurance Agents.
Given an independent agent's le-

gal right to a policy's subsequent
renewals, the national Independent
Insurance Agents of America Inc. is
"upset and distraught and feels it is
a violation of the property of inde-
pendent agents and insurers cur-
rently writing the coverage," said
Todd Muller, assistant vp of con-
sumer and technical affairs. He

may ask the board to take an offi-
cial position on it.

However, at least one indepen-
dent state affiliate of the IIAA has

accepted as an associate member

1 Lf

IBBSnet's vendor. This permits
IIBSnet to use the IIAA's logo on
its literature, said Tim Tucker, the

IIAA's senior state government af-
fairs representative.

"This kind of issue has been

evolving steadily" during the past
10 years as computer search capa-
bilities have expanded and now "is
a burgeoning problem," Ms. Bor-
owski said.

"The fundamental question is:
When does something stop being
public record because you have
changed the character and purpose
of it?"

The International Assn. of Indus-

trial Accident Boards & Commis-

sions "certainly has had a lot of in-
quiries from administrators about
how other states have handled such

requests," said Jamie Beletz, exec-
utive director in Lawrence, Kan.

He plans to discuss the issue with
the National Assn. of Insurance

Commissioners soon. Eli

1 1
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i LUNCHEON*

 BUILDING A WINNING TEAM

I COMBATING FRAUD
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STRESS AND SHIFIWORK SCHEDULES

 TABLE-TOP EXHIBITS & REFRESHMENTS*

h HOW TO MEASURE PERFORMANCE OF EMPLOYER
PROGRAMS

I COCKTAIL RECEMION - Hosted by: GENEX Servicrs Inc.

Wednesday, October 20, 1999
I CONTINENTAL BREAKFAST - Hosted by: Intraoorp

I CASE STUDY: TEXTRON AUTOMOTIVE COMPANY
WORKERS COMP'BOOT CAMP'

I ERGONOMICS: EFFECTIVE WORKPLACE PROGRAMS

 TABLE-TOP EXHIBITS & REFRESHMENTS*

i LUNCHEON*

4 RETURNING INJURED WORKERS TO MEANINGFUL JOBS

I HIGH-TECH SOLUTIONS TO WORKERS COMP PROBLEMS

OCTOBER 18-20, 1999
Tlie Ritz-Carlton Hotel • Marina del Rey, California

CONFERENCE

CO-CHAIRS:

Kathryn J. Mcintyre
Vice President, Publisher

ana Editorial Director

Business Insurance

Meg Fletcher
Senior Editor

Business Insurance

ADVISORY BOARD

CHAIRMAN:

Jeffrey W. Pettegrew
V.P. Ins. & Risk Management
Westaff

ADVISORY BOARD:

Anshell Boggs
WoTkers Compensation Manager

Pep Boys

CommonwealthRiski

Maddy E. Bowling
Independent Consultant

Kim Chandler

Safety & Ergonomic Manager
E&.1 Gallo Winery

Leo Constantino

Workers Compensation Manager
UCLA

Dominic Dugo
Deputy District Attorney
Assistant Chief,Insurance Fraud

County of San Diego

Jill A. Dulich

Reiional Director
Marriott Claims Services

John R. Keenan

Chairman

Innovative Care Systems

SPONSORS:

SPECIAlirYS
RISA SI·:R\NCES
ITT Spedelly R# ServtcM. tr,c.

 INTRACORP
A Company & Th,Ha/lord

Deloitte &
Touchellp

8

Peter C. Madeja
President & CEO

Genex Services, Inc.

Bernadette Melchionne

Sr. insurance Administrator

Mattel, Inc.

Susan K. Moreland

Risk Manaiement Director
San Frandsco

Newspaper Agency

Greg Owen
Claims Manaler
Sears Roebuck & Co.

Peter Rousmaniere

President

Rousmaniere Designs

Marshall Sherman

Director, Risk Managment
Aramark Corp.

GEEX
Soluing ilk O.tiCm Eqwlion

*aWAUSAU

For sponsorship information contact:
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REGISTRATION:

"The conference gave tls new ideas for addressing the challenges of handling workers
compensation.

Candice Falk, Risk Manager, Sony Pictures Entertainment Inc.
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IBF•International Business Forum

100 Merrick Road, Suite 500, West Bldg., Rockville Centre, NY 11570

TEL: (516) 594-3000 FAX: (516) 594-5979 E-MAIL: CathyF@ibforum.com
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NAME

NAME ON BADGE

TITLE

COMPANY

ADDRESS

CITY/STATE/ZIP

TELEPHONE NO.

FAX NO.

E-MAIL

0 Check enclosed (Payable to International Business Forum. Write WC '99 on the check.)
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(516) 594-3000 ext. 17 • Email: CraigS@ibforum.com 81 #5
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Global Briefs Record fine for U.K. train crash
Hartford, Conn -based The Hartford signals get-tough stance: HSE

Financial Services Group lS expanding
its reinsurance operations in Europe
HartRe Co LLC, Hartford's reinsur- By CAROLYN ALDRED

- 1

ance arm, is opening a new Paris-based
subsidiary under the management of LONDON-Great Western Trains Co Ltd must pay a record fme of First v, >95&5

pointed Marco Ghio as general manager

Francois Lanoote to write reinsurance £1 5 million ($2 4 milhon) for a 1997 railway accident that lalled seven
for companies in France, Luxembourg people and Injured 147 others, an Old Bailey Judge ruled last week
and Belgium HartRe also is starting a The fine exceeds the previous record for health and safety violations

Of Great Western 13%
Milan, Italy-based operation and has ap- of £1 2 milhon ($1 9 milhon), which was imposed at the Old Bailey earh- A406

*41 2 1.
A1

er this year on construction company Balfour Beatty for the collapse of A40

of that operation The moves in France tunnels at Heathrow A,rport (BI, April 12)
Great Westem RR Paddington Woents

and Italy will increase The Hartford's "Thisprosecution and recordfinesendsavital message totherailway #,,.„Ii. 1,p,I„,4flp„„,t,t„.,11.,ff)414,9,,ifl,lit,4 94.„,Ii,fi,l
number of European operations to five mdustry Safety must come first," said Jenny Bacon, director general of
In addition, HartRe is planning to ex- the Health and Safety Executive, a government agency responsiblefor : .r.· , r, ' °, . r

pand its London marine reinsurance momtonng health and safety at work Southall .Aparkf
business, and John A Miklus, senior vp- "The case is a warnmg to railway compames and Industry generally Kensington

marme, unll be loming the London oper- Lip service and token gestures are not enough Safety, hke any other as- 34 - Chei *. 4

ation this fall London-based broker pect of a successful busmess, must be properly managed," Ms Bacon *Heathrow am ver  a,E3,ki..,:
RK Harrison Insurance Brokers Ltd., re- said Airport

M25!
cently the subiect of a management buy- A charge of corporate manslaughter against the rail company was - -

-r,-

out from Hiscox Harnson Group, has dropped m early July, when the prosecution was unable to prove gross
been registered as a Lloyd's broker RK negllgenceby one person in a position of responsibility, as required un- GRAPHIC BY JOHN HALL

Harnson Chairman Richard Corfield der eastmg corporate manslaughter law The dropped charge led to calls Separately last week, London Underground Ltd was fmed £300,000
said the Lloyd's broker status "will en- for a change in the law (BI, July 12) ($479,100) at Isleworth Crown Court following the death of a passenger
able us to expand our interest into new Richard George, head of the rail division of FirstGroup PLC, GWT's who fell between two cars of a subway train from a station platform Dec
lines of business, including international parent company, and former director of health and safety for the com- 30, 1996 The bhnd spot on the platform had not been identified and cor-
areas " Richard Harris has been ap- pany, responded to cnticism over his failure to attend the heanng by ex- rected by LUL, and the tram dnver did not see the passenger
pointed senior vp and head of risk fi- plaining that his absence was due to legal advice and not "a lack of re- Vic Coleman, Her Malesty's inspector of railways for the HSE, wel-
nance at AIG Europe (U.K.) Ltd., based morse for the appallmg loss of life" comed both verdicts "Safety is vital-it s too Important to be ignored
in London He most recently was chief No other comment was available from the company or margmahzed," he said
operating officer for AIG Credit U K
London-based ratmg agency Standard &
Poor's has revised its outlook on Union-

america Insurance Co Ltd to stable Enterprise risk management utililizedfrom negative and has affirmed the in-
surer's "A" financial strength rating
S&P's decision was based on London- Competitive market means power companies must consider new exposures
based Unlonamenca's strong position m
the U S professional Indemnity insur- By MARIA KIELMAS nsks is changtng dramatically consultants discussed the measurement and

ance and reinsurance markets, its very The enterprise approach to rlsk manage- management of these risks at a conference ti-
strong operating performance and ltS LONDON-The deregulation of electricity ment mvolves loolang beyond hazard nsks to tled "Enterprise Risk Management in Energy
strong and improving capitalization, ac- companies m Europe and the United States also consider other exposures, such as opera- and Power," held last month m London
cording to the rating agency The has created new compames that are embrae- tional, legal or market nsks This approach "The transition from regulation to competl-
scheme administrators for OIC Run-Off mg new approaches to measunng and manag- typically reviews how this wider range of risks tion is a maior shit which is changmg the
Ltd , formerly The Orion Insurance Co mg nsks on an enterpnse-wide basis affects a company's earmngs and how nsks ways electne utihty compames create share-
PLC, and The London and Overseas In- As power utihties move from operating as can be better managed to increase sharehold- holder value," said Remy Schosmann, prmci-
surance Co Ltd have increased the monopolles that earn low but stable mcomes, er value and achieve the company's strategic pal at London-based Strategic Decisions
scheme of arrangement payments to mto a market where they must compete for objectives Group, a consultmg finn speciallzmg In enter-
25%, up 5% on the previous level At the customers and capital, both the nature of the Power utihty risk managers from the Umt- pnse nsk management
end of last year, the two defunct insurers risks they face and how they manage those ed States and Europe, bankers, insurers and See Enterprise on nert page
had estimated total assets of $1 6 billion
and estimated habihties of $2 3 bilhon

Risk management consultant Liz Taylor
has been appointed the first full-time Credit risk growing for utilities
chief executive officer of the Assn. of Lo-

cal Authority Risk Managers in the Unit- Deregulation leading companies to plug into risk management
ed Kingdom Before becommg a consul-
tant, Ms Taylor was group risk manage- By MARIA KIELMAS tomers and many unknown risks and number of customers in a captive market,
ment and operations director for Equifax exposures for buyers and sellers in Mr Hunter explained A power utility
PLC,and she isa former chairman of LONDON-Deregulation of the privatized electrical industry could always simply cut off service to
the Assn of Insurance & Risk Managers electrical utilities on both sides  In Europe, the management those non-payers and not worry about

London-based Catlin Underwriting of the Atlantic has created a of credit risks will be a major the small loss of revenue

Agencies Ltd is to open a Singapore of- large number of new compa- undertaking for the industry, Robert Heller, chief risk officer of
fice by the end of the summer This will nies that have little or no  said Richard Hunter, senior Chicago-based Commonwealth Edison
be the Lloyd's of London underwriting credit hstory themselves, and  director at the London office Co, a division of Chicago-based Unicom
agency's first overseas office and will little or no experience man- I-Ii,i.- of credit rating agency Fitch Corp, said that attitude used to be evi-
write a mixed book of busmess similar to aging customer credit risk IBCA dent at his company

that of the agency's Lloyd's syndicates In particular, the growth of  In the old system of state- Mr Heller recalled that one senior exec-

1003 and 2003 Both the Monetary Au- entirely new types of electrical  run power utilities, a utility's utive at Commonwealth Edison's first risk
thority of Singapore and Lloyd's regula- companies, such as wholesale „, credit risk was restricted to the management committee meeting said
tors have approved in principle the oper- power marketers, creates new cus- risk of non-payment by a small See Credit on page 37
ation, to be known as Catlin Asia Pte 1

Ltd Richard Carver, former director

of non-manne reinsurance at Odyssey Re
(London), is to join St Paul Syndicate
Management Ltd in London as under- New Cap Re liquidation recommended
writer for syndicate 314 Liberty Syn-
dicate Management Ltd, the Lloyd's SYDNEY, Australia-Facing estimated In a report to New Cap Re creditors last company
managmg agency arm of Liberty Mutual losses of $200 million, Australia's New Cap week, Mr Gibbons recommended liquida- New Cap Re's losses stem from a string of
Group of Boston, has announced John Reinsurance Corp Ltd should be hquidat- tion as the "most appropriate course of ac- 1998 disasters, including humcanes, airline
Dunn will join the agency as finance di- ed, the reinsurer's administrator recom- tion" for the reinsurer's Australian under- crashes and satellite failures
rector at the beginning of next month mends writing business Mr Gibbons said hquidating New Cap Re

QBE Underwriting Agency Ltd. is re- John Gibbons of the Sydney-based ac- He said the recommendation is based on lS more advantageous than a scheme of ar-
structumng its Lloyd's operations from counting firm of Ernst & Young Australia, the size of New Cap Re's losses and the po- rangement, which would see the company
the begmmng of next year Instead of op- was appointed by New Cap Re in April to tential for creditors to achieve returns and wound down and placed in runoff, as liqui-
erating separate syndicates, the Aus- administer the company's underwriting pursue recovery actions dation allows more rights for recovery ac-
trahan-backed organization will run the business, which had estimated 1998 losses of New Cap Re creditors, which are mainly tions through the courts in the United States
business under a new umbrella syndi- $140 million (BI, May 3) foreign insurers that are cedents of the rein- and the United Kingdom

.

cate, with the current two syndicates, New Cap Re, established m December surer, are expected to vote on Mr Gibbons' A hquidator is likely to have greater
1223 and 2724, operating as subsyndi- 1996 with $200 million in capital, under- recommendation at a meeting m Sydney this recognition to recover assets than an admin-
cates In addition, QBE will start a new writes from Bermuda and Sydney The rein- week istrator m these jurisdictions," he said
subsyndicate underwriting non-marine surer's holding company, New Cap Reinsur- Mr Gibbons estimates New Cap Re's Aus- Mr Gibbons estimates liquidating New
reinsurance, underwritten by Mark Har- ance Corp Holdings Ltd, is based in Hamil- tralian losses are now "in the vicinity of Cap Re could give creditors a potential re-
rington, at the begnnmg of 2000 ton, Bermuda, and is being hquidated by the $200 million " That figure does not include turn of 15 to 50 cents on the dollar

Bermuda Registrar of Companies the losses of the reinsurer's Bermuda parent -By Matthew MacDermott
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In the past, utilities were answer-
able mainly to a government regula-
tor that determined the rates they
could charge. Their markets were like
fortresses and returns were dull tut

reliable, noted Mr. Schosmann.
In deregulated markets, competing

power companies have or soon will
have access to power transmission
networks, giving them access to a util-
ity's formerly captive market, Mr.
Schosmann said. The unregulated po-
tential for big returns is exciting but
also more risky, he added.

In the United States, the 1992 Ener-
gy Policy Act established the princi-
ple of deregulation and open access to
electricity transmission networks.
This initiated new competition in the
wholesale marketing of electricity.

In the European Union, a deregula-
tion directive called for open access to
E.U. electricity transmission net-
works beginning in February of this

year.

The pace of deregulation varies by
country, however. The United King-
dom liberalized its electricity market

completely in the late 1980s, when the
former state-owned monopoly was
privatized, while France, whose mar-
ket still is served by a state-owned
monopoly, has yet to pass legislation
implementing the E.U.'s directive.

The electricity companies in the
United States and the European
Union are facing very special chal-
lenges right now because these new
deregulated markets are immasure,
the risks they face are complex and
they have a price volatility unheaxi of
in other asset classes, said Chris Har-
ris, risk manager at London-based
National Power.

"The fact that there is a market

means that there is volatility, and the
fact that it is immature means that it

is difficult to get a hold of any hedge
product, let alone the right one:" he
added.

Risk managers, though, have a
growing number of enterprise risk
management solutions available, in-
cluding insurance and other risk fi-
nancing tools, he noted.

"These must be reinterpreted as
traded products, couched in the lan-
guage of derivatives," Mr. Harris said
of such solutions. Whether a market

risk can be traded or securitized de-
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pe*is on the amount of price infor-
mation that is available, he added.

"If it moves, price it," suggested
Martyn Turner, director-energy
derivatives at the London office of

Frankfur; Germany-based Deutsche
Bank.

In the kind of complex environment
faced by the electricity utilities in a
deregulated market, it is important
for risk managers to be able to model
future risk scenarios and re-create

past ones to gain an understanding of
risks, Mr. Turner said.

Adopting a comprehensive enter-
prise risk management approach can

The unregulated potential
for big returns is exciting
but also more risky for
power companies, says
Remy Schosmann.

be a powerful tool for lowering a util-
ity's risks and creating value, accord-
ing to Mr. Schosmann. Such an ap-
proach lowers the cost of risk through
the identification of things driving
risk and focuses on risk mitigation,
making for easier risk transfer so.u-
tions, he explained. "This is not rock-
et science. It is a discipline."

Companies must be able to measure
their operational risks properly and
have an understanding of those criti-
cal risks they face, said John Park,
group insurance manager and risk
adviser at Cardiff, Wales-based elec-
tricity and water utility Hyder P.L.C.
"There is a need to win the hearts and

minds of all managers, not just senior
management, so that unnecessary
risks are not taken," he says.

Mr. Park explained that for his
company, which employs 9,000 peo-
ple, it was necessary to infuse an en-
terprise-wide culture of understand-
ing risk encountered daily. He cited,
for example, an employee who mis-
takenly grabbed a live power cable
with both hands and lost his arms.

Hyder's system is to identify opera-
tional risks in a number of different

categories, such as people risk, tech-
nological risk, regulatory risk, physi-
cal risk and liability risk, and subdi-
vide each risk further, he said.

Under technological risk, the com-
pany must ask itself if it is moving too
fast with technology and if is it -00
dependent on technology, Mr. Park
explained. Regulatory risks are subdi-
vided into utility price reviews, in-
creasingly harsh regulatcry or envi-
ronmental standards, new legislation,
and competition.

The deregulated marketplace has
created plenty of new risks for exist-
ing utilities, as experienced by Com-

monwealth Edison Co. in the summer

of 1998, explained Robert Heller,
chief risk officer of the Chicago-based
utlity, a division of Unicom Corp.

ComEd serves about 3.5 million

customers in the Chicago metropoli-
tan area and owns the largest amount
of nuclear power generating capacity
of any US. utility, he said.

Mr. Heller described how in June

1998 three of its 10 nuclear plants
were out of service for planned main-
tenance when unseasonably high
temperatures led to an unexpected
surge in power consumption, driven
largely by air conditioning machines
(BI, July 6, 1998).

The company's power supply was
further constrained when tornadoes

hit transmission lines and power
plants in the Midwest, leading to
power shortages.

ComEd and other utilities were

forced to buy additional power on the
wholesale market; their cost for this

emergency supply skyrocketed, in
some cases more than 1,000%, com-

pared with normal costs.
ComEd incurred losses equivalent

to $1 to $1.50 per share because of its
expenses in buying additional power
supply to meet the demand crunch.

Coincidentally, at the same time
ComEd was facing this serious short-
age risk. the company was busy set-
ting up a risk management commit-
tee. Mr. Heller said the losses it in-

curred from the shortages prompted
an executive on the committee to re-

mark about risk management: "It
seems like we're swattin' at flies while

the elephants run by."
For utilities whose production de-

pends on weather conditions, the
modeling and forecasting of such
risks is a major undertaking.

Thorstein Jenssen, director of Hy-
dro Energy, the energy subsidiary of
Oslo, Norway-based Norsk Hydro
A/S, said fluctuations in electricity
production are due almost 100% to
the weather.

Hydro Energy tries to model its
worst expected profit shortfall due to
the weather through adapting the
value-at-risk statistical analysis
methods, Mr. .Tenssen explained.

VAR was developed initially by an-
alyzing a corporation's physical assets
at risk, but the utility has adapted it
to also take into account profits and
cash flow at risk. For example, Hydro
Energy could try to balance a likely
weather pattern with the company's
profits and energy output as well as
its cost of purchasing hedges against
a hot summer.

Hydro Energy also relies on exten-
sive computer modeling to look at
possible loss scenarios.

It is important that risk managers
also realize that the risks they are try-
ing to manage could have a natural
hedge, according to Mr. Schosmann

of Strategic Decisions Group.
He cited a telecommunications

company that for years had bought an
insurance policy covering it against
property damage and loss of profits
due to extreme weather conditions.

After years of paying insurance pre-
miums with no losses, eventually ex-
treme weather arrived, downing
phone lines and interrupting service.

After the catastrophe, however,
"people were calling each other like
crazy," Mr, Schosmann said. As a re-
sult, the company made more money
because of the inclement weather.

There was a natural hedge in the
company's business, and the insur-
ance was never really necessary, he
explained. He suggested that there
are also natural hedges for power util-
ities, but they have to find them.

The emergence of electricity trad-
ing companies also has redefined the
concept of utility risk management,
said Thain Grant, senior vp-risk man»
agement of Boston-based Citizen's
Power. In the late 1980s, this compa-
ny pioneered the business of buying
and selling electricity it did not gener-
ate.

"Basically we are a trading compa-
ny, we don't own any assets," he said.

The old model of risk management
was seen as too pessimistic. "The idea
was, we'll employ someone who will
worly about the downside all the time
and tell people about it," he said.

Instead, the risk management strat-
egy that Citizen's Power employs ad-
dresses the objectives of the company,
considers why and what is traded, its
capital at risk, how this risk capital is
measured and allocated, and the rela-

tionship between risk and reward.
In a commodity business such as

electricity trading you cannot trade
without taking risk, and you should
not trade without understanding how
much risk you are taking, he said.

William Baker, senior consultant-

energy for London-based consultants
Infinity, gave a list of financial disas-
ters that occurred when traders of

various types did not heed of their ex-
posure limits:

• Misunderstanding market risk in
1993, German trading company Met-
algesellschaft lost $1.3 billion when
oil prices fell. It had built a large post-
tion in oil futures and hedged with
forward contracts it had sold.

• The London-based Barings Bank
was bankrupted in 1995 through
unauthorized trading in Singapore,
because inadequate operational risk
controls were in place.

•In 1998, European banks especial-
ly lost hundreds of millions of dollars
in the wake of the Russian devalua-

tion crisis, a misunderstanding of

country risk.
"It's only a matter of time before an

energy-specific (disaster) happens."
Mr. Baker said. [al
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Credit
Continued f-om page 35
"W€'re a S7 billion corporation: do
we really care if we have to charge
oE half a million dollars in credit

losses""

That stance may have worked
wEien customers had no other alter-

natives, but with deregulation come
mulsiple power company choices, as
well as more opportunities for these
ut:litias to be burned for non-pay-
ment as their margins shrink. For
wholesalers the client now may be a
re:ail electricity distributor, many
orders of size larger than a mere
homeowr.er not paying his bills.

U:ility investors and risk man-
agers no longer can believe in the
myth =f a regular income stream, as
waspreviously the caseformonopo-

listic utilities, Fitch IBCA's Mr.
Hunter said.

He predicted that complacency
about customer credit risk amang
privatized utdities in Europe w111
cont,nue until a company experi-

INTERNATIONAL

Fitch IBCA, do not provide the kind
of information that utility risk man-
agens need in the new power markets
to assess the creditworthiness of

clients. Bond rating agencies instead
rank a company's ability to meet its

Complacency about customer credit risk
among privatized utilities in Europe will
continue until a company experiences a

major loss, predicts Richard Hunter.

ences a major loss, perhaps even
causing the utility to default on bcnd
payments.

Bcnd rating agencies, such as

Practical advice

for changing culture
By MARIA KIELMAS

Risk management concepts need
to be introduced in practical, un-
destandable ways if they are to
be embraied, says a utility execu-
tire

Paddy Purcall is the group in-
ternal auditor at the Electricity
Supp:y Board, a state-
ovnled company in
Dublin, Ireland. Mr. ..'
Purcell, speaking at last
month's Enterprise 
Risk Management in
Energy and Power 'f Y
conference in London,
described an innovative

y€1 down-to-earth way
that his department de-
veloped a new culture of
risk management at his com-
pany.

Mr. Purcall explained that new
concepts of risk have been hard :o
introduce into utilities, where risk
management traditionally has
been based on the analyses of en-
gineering events or financial mod-
els. For example, when ESB's
greup internal audit department

took on the job of corporate r.sk
analysis in 1992, its findings were
not implemented by any of EBS'
business units.

The problem, Mr. Purcall said,
was that line managers in the
units had nct provided input for
the report. Furthermore, the :n-

ternal audit department report
did not address business

planning.
"So, it di(in't make

any difference. It just
' sat there for two

- years," Mr. Purcall
said.

f Then in 1994, the in-

ternal audit depart-
ment decided the ESB

needed a formal frame-

work to incorporate risk
analysis into corporate plan-

ning. The department's staff
wanted the framework to be fol-

lowed up by management, in :he
form of a written statement by :he
board accepting their responsibil-
ity for the process.

The first step was to develop a
technical knowledge of risk with

See Culture on next page

AIS

obligations to the capital markets.
"Companies will always meet those
obligations first rather than trade
obligations," he said.

Some rating companies, such as
Dun & Bradstreet Corp., do provide
credit information on private com-
panies that could help a company as-
sess creditworthiness, he noted.

Another risk facing these compa-
nies is regulatory risk, especially as
governments come to terms with
how to regulate the evolving new
power markets.

The European Union, for example,
has left much of the regulation to be
developed by member nations, some
of which have been slow to adopt the
E.U. deregulation directive and
break up their national power com-
panies.

"The E.U. directive is a framework

of the bare minimum acceptable,
and national governments can
choose how it is implemented," Mr.
Hunter said.

In the United States, each state

power markets.

short notice.

your exposure," Mr. Hunter said.

chickens and steel girders.
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Culture direct input into the reports, only Identify weakness and corrective call said The results have been for- of monthly and ad hoc reports The
providing advice to the business actions," Mr Pureall said In addi- mal governance statements written managing directors then report to
unlts when it was requested tion, they commented on current by line managers the CEO, who, in turn, writes to

Continued *om premous page The business units' line man- risk controls The audit depart- To promote financial reviews, a the board of directors The board
in the company Each of the man- agers, Mr Purcall said, "were the ment then took the managers' in- one-day workshop was conducted then creates its own corporate gov-
aging directors of the business people who know their business, put directly to the company board in each of the business units Mr ernance statement based on these
units was asked to produce a risk whether lt'S fuel supply or finan- The ESB then produced its first Purcall sat in on the meetings but efforts
report that would identify possible cial penalties " Corporate manage- board-approved corporate gover- didn't say much, he recalled After Mr Pureall said risk analysis
risks in his unit, calculate risks' ment also produced a similar risk nance statement, in keeping with the assessments were complete, the will not succeed if the line man-
probability and impact, draw up report the Cadbury report financial controller of each bum- agers' responsibihties are not clear
contingency plans and name an in- ESB repeated the exercise in Smee 1997 and _998, the mternal ness unit signed a statement ad- Furthermore, the analyses must
dividual to be responsible for each 1995, but the internal audit de- audit department has stressed the dressed to the group financial di- cover the range of business risks,
risk partment gave more advice to the integration of ri:k analysis and rectortestifying that financial con- technical risks and political risks

"Different units used different busmess units, and the reports im- risk management into running trols were operating effectively in m each manager's unit
approaches," Mr Purcall said, but proved, he said EBS his or her unit The group accoun- The new concepts of risk have to
the common factor was that the In 1996, the issue of corporate The ousiness units have the same tant and the internal audit depart- be explained in terms line manage-
managing directors brainstormed governance came to the fore at responsibility to produce the risk ment formally signed off on the ment can understand
with groups unthin their units and ESB following the publication in analysis reports as before, but their overall process to the group fi- "If you speak to a line manager
used this input when producing the United Kmgdom of the Cad- approach has imE roved Now line nance director below the level of financial con-

their reports The final risk reports, bury Code on Best Practice, which managers use more-sophisticated In the area of corporate gover- troller about value at risk, you
of varying quality, were delivered required boards to ensure that statistical analysis techniques "It nance, the CEO requests state- have every chance of losing him
first to the chief executive officer, their companies had internal fi- was not forced on them by top ments from the business units' But if you tell him about engines
and only then to internal audit nancial management controls management They were doing lt managing directors, who use input breaking down, you start to make
The department did not have any "Managers were encouraged to on their own initiative," Mr Pur- from the business units in the form sense to him," Mr Pureall said 1
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.trong analytical skills and ability to legislature, ins companies, employee
3rloritize multiple tasks and projects with groups Position located in Raleigh • Business Opportunities

minimum supervision Will work directly MIN REQUIREMENTS 4-yr degree, plus 8 •Internet DirectoryNOTICE IS HEREBY GIVEN THAT, IN CONNECTION WITH THE PETITION FILED ON JULY 27,1999 PURSUANT TO SECTION 304 OF Nith Executive Director and assume
years of exp as ben mgr, mgnTHE BANKRUPTCY CODE FOR THE CHARTER REINSURANCE COMPANY LIMITED (THE "COMPANY'), PURSUANT TO AN ORDER OF THE UNITED -esponsibilities commensurate with experience with health ins co, regulatory • Legal Notices

STATES BANKRUPTCY COURT FOR THE SOUTHERN DISTRICT OF NEW YORK (THE 'BANKRUPTCY COURT) DATED JULY 28,1999, A HEARING sbilities and experience Successful
WILL BE HELD ON AUGUST 6, 1999 AT ZOO O'CLOCK P.M BEFORE THE HONORABLE CORNELIUS BLACKSHEAR IN ROOM 601 OF THE :andidate will direct and coordinate all mgr exp Applicants should have exp

BANKRUPTCY COURT, ONE BOWLING GREEN, NEW YORK, NEW YORK (THE 'HEARING'), TO CONSIDER THE PETITIONERS RE]UEST FOR A -,sk management activities through with health insurance delivery systems for 'Whatever your Advertising needs in the
groups of 10,000+ Prior exp with cost

PRELIMINARY INJUNCTION zontracted service providers including containment Medicare, and geographically Corporate Risk, Employee Benefit and
.afety, claims, actuarial, and finance1 ENJOINING AND RESTRAINING ALL PERSONS AND ENTITIES FROM (Al TRANSFERRING, RELINQUISHING OR dispersed employees a plus Prefer Managed Health Core may be we re

DISPOSING OF ANY PROPERTY OF THE COMPANY IN THE UNITED STATES, OR THE PROCEEDS OF SUCH PROPERTY, TO THIRD PARTIES, (B) -amillarity with budget preparation, cost master's degree m related field and/or job
allocation, and coordinating preparation here to ass,st you

COMMENCING OR CONTINUING ANY ACTION OR OTHER LEGAL PROCEEDING (INCLUDING, WITHOUT LIMITATION, ARBITRATION, OR ANY related certifications
if financial statemeits a must Must be

JUDICIAL, QUASI-JUDICIAL, ADMINISTRATIVE OR REGULATORY ACTION, PROCEEDING OR PROCESS WHATSOEVER), INCLUDING BY WAY OF iroficientin Excel and MS Word Send resume BY AUGUST 16 to R

COUNTERCLAIM, AGAINST THE COMPANY, OR ANY PROPERTY IN THE UNITED STATES THAT IS INVOLVED IN THE FOREIGN PROCEEDING, OR Condrey, Personnel Officer, NC Dept of .

ANY PROCEEDS THEREOF, AND SEEKING DISCOVERY OF ANY NATURE AGAINST THE COMPANY, (C) ENFORCING ANY JUDICIAL, This is a growth position for the right Insurance, P 0 Box 26387, Raleigh, NC
QUASI-JUDICIAL, ADMINISTRATIVE OR REGULATORY JUDGMENT, ASSESSMENT OR ORDER OR ARBITRATION AWARD AGAINST THE COMPANY, andidate willing to Drove he/she has the 27611 An EEO Employer
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COUNTERCLAIM TO CREATE, PERFECT OR ENFORCE ANY LIEN, SETOFF, ATTACHMENT, GARNISHMENT, OR OTHER CLAIM AGAINST THE equirements in confidence to FOR RATES AND Call Irais Amleshi
COMPANY, OR ANY OF ITS PROPERTY IN THE UNITED STATES, OR ANY PROCEEDS THEREOF, INCLUDING, WITHOUT LIMITATION, RIGHTS UNDER Cashan & Company ot 312-649-5340
REINSURANCE AND RETROCESSION CONTRACTS, (D) DRAWING DOWN ANY LETTER OF CREDIT ESTABLISHED BY OR AT THE REQUEST OF THE P 0 Box 436 EDITORIAL CALENDAR
COMPANY IN EXCESS OF AMOUNTS EXPRESSLY AUTHORIZED BY THE TERMS OF THE CONTRACT OR OTHER AGREEMENT PURSUANT TO WHICH Hammonton, N J 08037 or E-Mail: iamleshi@crain.com

SUCH LETTER OF CREDIT HAS BEEN ESTABLISHED, AND (E) WITHDRAWING FROM, SETTING OFF AGAINST, OR OTHERWISE APPLYING PROPERTY ATTN Annette Reap CALL 312-649-5340
Fax: 312-649-7937THAT IS THE SUBJECT OF ANY TRUST OR ESCROW AGREEMENT OR SIMILAR ARRANGEMENT IN WHICH THE COMPANY HAS AN INTEREST IN FAX (609)567 3576

EXCESS OF AMOUNTS EXPRESSLY AUTHORIZED BY THE TERMS OF THE TRUST, ESCROW OR SIMILAR ARRANGEMENT, CASHAN:ORP@AOLCOM

2 REQUIRING ALL PERSONS AND ENTITIES IN POSSESSION, CUSTODY OR CONTROL OF PROPERTY OF THE
COMPANY IN THE UNITED STATES, OR THE PROCEEDS THEREOF, TO TURN OVER AND ACCOUNT FOR SUCH PROPERTY OR ITS PROCEEDS TO -
THE PETITIONERS, ., 5. : el.. 17rirr> flarrE:A . '.'I:

3 REQUIRING ALL PERSONS AND ENTITIES THAT ARE BENEFICIARIES OF LETTERS OF CREDIT ESTABLISHED BY, ON
BEHALF OR AT THE REQUEST OF THE COMPANY, OR PARTIES TO ANY TRUST, ESCROW OR AT THE REQUEST OF THE COMPANY, OR PARTIES TO '.
ANY TRUST, ESCROW OR SIMILAR ARRANGEMENT IN WHICH THE COMPANY HAS AN INTEREST, TO (A) PROVIDE NOTICE TO THE °ETITIONERS ' -'1  '' ' ' ul*£13 00 9/129£/0&1/2/3211/'33 8
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Louisiana city will appeal verdict there are more growth opportunities in Massachusetts and New York are the only two states with
various market places Internationally" laws requinng hospital bill surcharges to be directly paid by

HOUMA, La -The City of Thibodaux, La, unll appeal a than there are domestically, he said buyers of health care services
$9 5 milhon award that a jury says must be paid to the victims

health insurance policyholders in
For instance, he noted the number of

of a 1996 rampage by a shenff's deputy Comings & Goings: Industry
The state court ]ury earher thls month ruled that the city, its Brazil has increased to 40 milhon from

pollce department and former pollce chief were negllgent m 30 milhon over the past three years Atlanta-based Crawford & Co has named Grover L. Davis

hiring Chad Louviere and later recommending him for the The unit, which wnll be based in New I president and chief operatmg officer He succeeds Archie
deputy's job with the Terrebone Parish Shenff's Office The York and headed by Joel Thompson, 1 /4 Meyers Jr., who now is chairman and chief executive offi-
sheriff's office was assigned 10% of the blame for the St Paul Re's vp-treaty underwriting,
incident, but had settled before the trial for $1 5 mil- does not expect to wnte a significant 1/ it cer Donald Waardenburg has been named president and

CEO of Hamsburg, Pa -based Merchants & Business Men's
hon amount of business this year, said the Mutual Insurance Co, an afhliate of Liberty Mutual InsuranceMr. ThompsonMr Louviere is serving two consecutive spokesman Co Mr Waardenburg previously was underwritmg vp
Life terms in prison for raping a St Paul Re President James Duffy said in a statement, "As
woman he pulled over in a trafhe we evaluate these opportunities, we expect to grow ma mea- Infonnation in brief
stop and then murdenng a bank -r sured, dehberate fashion over the next several years, addmg to
teller and rapmg three others dur- the diversity of our product mlx " Hartford, Conn -based Hartford Steam Boiler Inspection &
mg a 25-hour standoff at a bank The spokesman said St Paul's primary competitors in the Insurance Co. recently acquired Structural Integrity Associ-

Liability insurance that covers the city, international health reinsurance market mclude Swiss Re ates, a San Jose, Calif -based engineering consulting and in-
the pollce department and former chief has hmits inadequate Group, Munich Re Group, Hannover Re Group, Berkshire spection services firm Terms of the acqulsition were not chs-
to cover the award, according to defense attorney Dennis Hathaway/General Re/Cologne Re, ESG Re, Employers Re closed Capital District Physicians' Health Plan Inc has an-
Phayer of the Law Offices of Alan A Zaunbrecher m Metairle, Group and Lloyd's of London syndicates nounced it unll buy Kaiser Permanente's New York busmess
La Kaiser recently announced it planned to pull out of the North-

The coverage "may end up being an issue between the com- Su,charge going down in Massachusetts east Terms were not disclosed Polltical risk insurer

pany and the insured," he said The case vall be appealed to Sovereign Risk Insurance Ltd. has increased its limits and ex-
the 1st Circuit Court of Louisiana in Baton Rouge, accordlng BOSTON-Massachusetts regulators are lowering a sur- tended its terms of coverage Sovereign w111 now offer cover-
to Mr Phayer charge Imposed on payments made to hospitals and ambula- age up to $125 milhon for a smgle project-up from $100 mil-

The city's coverage was wntten by Coregis Insurance Co in tory centers m the state hon-and its maximum coverage term is now 15 years, instead
Chicago, according to Bill Dodd, an attorney with the Houma, Effective for bins paid on or after Oct 1, the surcharge wlll of 10 Sovereign was formed in 1997 to underwrite political
La, firm Weigand & Dodd, which represented the shenff's of- be 3%, down from the current 5 06% The surcharge is im- risks an behalf of ACE Bermuda Insurance Ltd and XL Insur-
fice posed on third-party claims admlmstrators, Insurers, health ance Ltd New York Gov George Patala has re-mtroduced

Mr Dodd said the shenff's office's $1 5 million settlement maintenance organizations, preferred provider organizations a bill that would allow New York-based mutual life insurers
was funded by a self-lnsured retention, a self-msurance fund and employers nationwide that administer their own health to form mutual holding companies. The state's General Assem-
run by the Louisiana Sheriff's Assn, and an excess insurer he care plans bly failed to pass a similar bill last year The Centns Group,
was unable to identify Revenues generated by the surcharge are used to fund a pool based in Costa Mesa, Calif has completed the sale of its USF

St. Paul Re ente,ing health reinsurance
to reimburse hospitals for care provided to the umnsured (BI, Re Insurance Co unit to Folksamerica Holding Co. Inc., a
Dec 22, 1997) wholly owned umt of Hanover, N H -based Fund Amencan

The surcharge decrease was expected State regulators said Enterprises Holding Inc, m a transaction valued at $92 5 mil-
NEW YORK-St Paul Re, a unit of The St Paul Cos Inc, is the surcharge was set higher initially because it was put in hon Separately, Centris is continuing discussions with mter-

making its first entry mto the health reinsurance market with place later than expected As a result, it had to be set initially ested parties regarding its potential sale, but the company
a new International health care unit at a higher level, as more revenue had to be collected over a would not release additional details Chubb Corp. has com-

The health care unit w11 focus on reinsurmg health plans, shorter period of bme Once reduced, the amount of the sur- pleted ltS acquisition of Simsbury, Conn -based Executive
health insurers, managed care organizations and other health charge should stay at about the 3% level for the next three Risk Inc in a deal valued at about $850 milhon The House
care financing orgamzations outside the United States Al- years, said Katharme London, pollcy development manager at of Representatives has approved the Regulatory Right-to-
though the unit w11 consider business from U S -based com- the Massachusetts Division of Health Care Fmance and Policy Know Act The act would require the Office of Management
panies, its pnmary focus wlll be on mdigenous business m oth- in Boston and Budget to conduct cost-benefit analyses of federal regula-
er countries, said a St Paul spokesman "Our market research "The surcharge collection process has gone well, and payers tions that have an economic impact of more than $100 milhon
and the research of other companies certainly is showmg that have been cooperative," she said annually

milhon to $50 milhon, Mr Dale said programs, rtsk managers say trend, conference attendees and programs m which the owner and the
The contractors and subcontractors "What I have found m loolang speakers said That trend is fueled by contractor share m the wrap-up's
m such projects sttll must buy their throughout the Umted States 15 a underwriters who have found that profits and losses, Mr Rochette said

Cont:nued from page 2 own workers comp coverage shortage of construction safety pro- wrap-ups can be very profitable for He referred to such programs as
Inc, a Los Angeles-based nsk man- Wider use of "rolling" wrap-ups fessionals, specifically owner-con- the underwriter and the owner, said "PartnerCIPs "
agement consultant also is gaining steam A rollmg wrap- trolled Insurance program construe- Mark E McGmms, vp of construe- The greatest growth m wrap-ups is

Generally, it is thought that con- up is an insurance program that en- tion safety professionals," said Marge tion practice for Marsh USA Risk & occumng in the private sector, while
struction projects need to be valued compasses construction projects at P Layne, insurance manager for the Insurance Services m Los Angeles their use remams steady among pub-
at $100 milhon or more in construe- several sites San Francisco International Airport, Despite the growth of guaranteed- hc agencies, Mr Dale said
tion costs to justify the administra- School districts, with construction which has a wrap up for its current cost program offerings, owners who "There is a gold-rush stampede to
tive expense of using a typical wrap- projects dispersed among hundreds construction plan (see related story) pay close attention to safety can still get mto this business," and more bro-
up program A wrap-up, meludmg of sites, and residential home To meet the airport's need for a see profits under loss-sensitive wrap- kers and insurers are getting into it,
coverage for workers compensation builders are fuehng this trend, Mr safety construction professional, Ms up Insurance programs, Mr McGm- he added
and general habihty insurance, for a Dale said The approach of combm- Layne promoted and tramed an air- rns said But Mr Dale said he fears that

construction project valued at less Ing of several smaller sites 5 generat- port maintenance englneer for thls The implementation of contractor- such growth, combined with the
than $100 milhon remams uncom- ing broker and insurer Interest m role controlled msurance programs, as growmg incidence of smaller project
mon, Mr Dale said dunng an Insur- wnting wrap-up coverage for small- Training current employees m con- opposed to owner-controlled pro- wrap-ups, could lead to wrap-ups
ance Wrap-up Programs conference erprolects, he said struction safely management respon- grams, also continues to grow becoming less financially successful
held last month m San Diego and But the practice also is adding to sibilities is probably the best way to That trend has led to more risk than their owners had hoped
sponsored by the New York-based the complexity of wrap-up adminis- overcome the shortage, said Craig managers worlang for large con- With smaller and less-sophishcated
Institute for International Research tration and oversight by introducmg J T Rochette, director-insurance and struction management companies, sponsors, and vendors just learning

Detached home and high-rise con- the need to manage several locations risk management for engineering which offer CCIPs as an added ser- the practice, there is greater posmblll-
dommium builders, however, in- As the complexlty grows, there is a and construction company Fluor vice for construction sponsors in the ty that the quahty of planning and
creasmgly are implementing wrap- shortage of construction safety man- Daniel in Greenvdle, S C pnvate sector, the experts said analysis necessary to determine the
up programs for generalhability cov- agers expenenced with wrap-ups to Wntlng guaranteed-cost msurance But an even more recent develop- feasibility and profitability of a pro-
erage only on projects valued at $10 keep pace with the growth of these for wrap-ups lS another continuing ment is the growth of partnership ject wall diminish, Mr Dde said m

Airport prog ram gets off the ground w.1 Aili,T-BYYAWI'Al
/Il/ 110*20JJijrlg1:ORS.li:al

By ROBERTO CENICEROS talang on the nsk of every contractor Insurance Co, while Lloyd's of Lon- owned businesses to afford to bid on
and subcontractor who wlll come to don underwnters provide general ha- agport prolects, Ms Layne said In

SAN DIEGO-A wrap-up insur- work at your site," she said durmg a bility coverage and Factory Mutual fact, of the 605 contractors worlang
ance program is not for the faint- sesmon at an Inslirance Wrap-Up Pro- Insurance Co wntes builders' nsk m- on vanous projects, 219 are either mi-
hearted, but a well-run program can grams conference last month m San Sullance nor*y- or women-owned The de-
be an exciting challenge and can Diego, sponsored by the New York- The airport's OCIP provides $100 ductible structure helps meet that meetings with insurer representatives
broaden the pool of contractors avail- based Institute for International Re- null.on of general hability coverage end contractors, brokers and staff Each
able for a project, a nsk manager says search for every contractor and subcontrac- Ms Layne also worked on a wrap- contnbuted a diferent piece of wrap-

"Risk managers, as a rule, love to Ms Layne is overseemg the OCIP tor up project for the San Francisco Bay up expenence to help solve the speaf-
transfer risk," said Marge P Layne, for a $24 bilhon master construction While the program provides flrst- area Rapid Transit Distnct But no ic problems facmg the airport
insurance manager for the San Fran- plan that is currently at its peak, with dollar coverage for workers comp two programs are ahke, and OCIPs "So you had a piece from a wrap-up
cisco International Airport 45 major construction projects under losses, deductibles forgeneralhability take a long time to implement, she ad- here and another wrap-up there, and

"Every time you look at anything, way at the airport These projects in- and builders nsk coverage are lay- nsed we created my wrap-up," she said
you hgure, 'Who can I lay this on so volve some 13 construction manage- ered. There is no deductible for claims When she first began work on the "Now we meet once a month, and it's
we don't have to suffer any kind of ment teams overseeing 605 contrac- below $100,000 For losses between airport OCIP m 1994, she assumed her for a half hour It took us a year to put
loss, she said tors and subcontractors with 4,000 $100,000 and $5 milhon, the per-oc- earher wrap-up expenence could be this program together "

But a wrap-up, more formally workers The projects Include build- currence deductible lS $2,500 The transferred easily to the new project Safety is a key element for a suc-
known as an owner-controlled insur- ing a hght rail, an mtemattonal termi- per-occurrence deductible is $10,000 But lt wasn't as easy as she had cessful OCIP, Ms Layne said.
ance program, requires a diferent nal and other airport facibbes for any loss above $5 mIllion thought, as there lS no boilerplate "Contractors are responsible for the
mind-set, she said. Workers compensation coverage for One of the airport's mam goals by wrap-up plan that can be easily used safety of their prolects," she ex-

"You are takmg on a tremendous the airport OCIP is underwntten by offermg the OCIP is to make it easier for diverse projects, she explained plained And "we are responsible for
amount of risk," she said "You are Menlo Park, Caltf -based Argonaut for small, minonty- and women- To create the OCIP, Ms Layne held See Akport on neoct page
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Airport
Continued *om previous page

the safety oversight. It is amazing
how much oversight you have to do
on some contractors."

A general contractor's safety phi-
losophy flows down through all of its
subcontractors. For example, two
different contractors are building
identical airline boarding areas using
the same subcontractors. Yet one

contractor's loss experience is 10
times worse than the other's, she
said.

If she were overseeing a project for
a privately owned organization,
rather than a public agency, Ms.
Layne said she would more thor-
oughly scrutinize contractors' loss
histories and also would implement a
substance-abuse policy.

But she is not able to do those

things because the airport's public
agency status requires that it hire the
lowest bidder, and San Francisco
policies preclude her from imple-
menting a substance-abuse policy.

But the airport's wrap-up still has
a good track record, she said. Addi-
tionally, airport officials have said
they would expand the OCIP to in-
clude potential future projects, such
as a planned ferry tenninal

As part of the focus on safety, Ms.
Layne's staff members and her bro-
ker's personnel regularly walk
through construction sites with the
contractors' safety professionals and
point out potential problems.

The airport's contract documents

require all contractors to comply
with any state, city, airport and fed-
eral requirements, Ms. Layne said.
Each contractor must submit a job-
specific safety program, which is re-
viewed by her safety personnel, who
can accept or reject the program.

Some contractors assume her staff

does not read the proposed safety
programs, she said, and some have
even submitted standardized safety
program forms bearing the name of
an entirely different contractor.

"We read every one of them," she
said.

The eight employees in her depart-
ment work as a team, crossing re-
sponsibility lines to help one another.
If her department is having trouble
obtaining payroll information neces-
sary to track a contractor's workers
comp activity, then her safety admin-
istrator may stop by the contractor's
office during an inspection.

The airport also has a safety incen-
tive program for contractors' em-
ployees. Based on the number of
hours worked without a lost-time in-

jury, the employees can earn belt
buckles, caps, sweatshirts and a
leather jacket with airport logos.

These incentives also can be used

to prod contractors to provide their
payroll data. When employees come
looking for their belt buckies or caps,
they might be told that they can't re-
ceive them until their boss supplies
the necessary payroll data, she said.

"We have 4,000 contractors' em-
ployees running back to their shop,
saying, 'Get that stuff in,' " Ms.
Layne said. "It works." Ell

Planning important
to wrap-up success
By ROBERTO CENICEROS

SAN DIEGO-Failing to plan
and implement a wrap-up insur-
ance program early, before a con-
struction project begins, can hinder
the success of the coverage pro-
gram, several experts say.

With early planning, the owner,
contractors, broker and insurer can

accurately evaluate a proposed pro-
ject to ensure a wrap-up is finan-
cially advantageous. They can clari-
fy the project's main goals and em-
phasize a safe workplace culture,
the experts said during a panel dis-
cussion at an Insurance Wrap-up
Programs conference in San Diego
last month, sponsored by the New
York-based Institute for Interna-
tional Research.

Yet sponsors of wrap-ups, also
called owner-controlled insurance

programs, sometimes wait until just
days before scheduled ground-
breaking to notify insurers that they
are seeking coverage, said Bob
Haskell, vp of underwriting for
Argonaut Insurance Co. in Menlo
Park, Calif. As a result, coverage
details sometimes still are being
worked out six months or a year af-
ter a project begins.

Much is lost in those situations, he

said. The participants must play
catch-up, leaving little time to out-
line all the benefits participants ex-
pect to glean from the wrap-up pro-
gram. As a result, benefits such as
cost savings, minority participation
and public safety all will be dimin-
ished, Mr. Haskell said.

Rather than assuring safety pro-
grams are running smoothly, pro-
ject managers instead will be at-
tending to paperwork, enrollment
procedures and other administra-
tive details. The crucial early days
of a project, when all the parties
should be moving up a learning
curve for safety lessons, will be lost.

"A couple of good pops early on in

the wrap-up and you could spoil the
results," Mr. Haskell said.

It is common for a sponsor to tell
the general contractor after con-
struction has begun that the owner
wants to implement a wrap-up pro-
gram, said Craig J.T. Rochette, di-

 INSURANCE

Ll WRAP,Up
ROGRAMS

rector of insurance and risk man-

agement for engineering and con-
struction company Fluor Daniel in
Greenville, S.C.

But Mr. Rochette advised listen-

ers to remember that the contrac-

tor's main goal at that point is to
complete the construction project
according to specifications, on time
and under budget.

"Anything that interferes with
that is a problem for us," he said.
"So if a wrap-up is brought in after
we have an executed contract, after
we have started work, and we are
trying to back into that to capture
payroll and get people enrolled, it
injects a lot of confusion. It certain-
ly upsets our subcontractors."

Contractor and subcontractor

payroll information is needed for
tracking workers compensation re-
sults.

Project sponsors also should de-
termine in advance if there will be

enough money savings to warrant a
wrap-up program, Mr. Rochette
said. There is no golden rule that a
certain monetary value of a con-
struction project automatically
warrants implementation of a
wrap-up program, he explained.

"The reality of the situation is you
have to know what the job is, where

See Prepare on next page
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Commentary
Prepare Marsh Mac has done and the ones I in New York He addressed the

have been mvolved m, the ones that group but was not part of the pan-

The real reason are successful are the ones in which el

Continued from previous page the general contractor completely A broker with construction-spe-
itt is, and how you are going to exe- buys into the concept of the wrap- cific experience and an account ex-
cute it before you start making a up," he said ecutive that has worked on building

benefits work decision to go with a wrap-up," he Contractors ultimately are re- projects is crucial, he advised
said sponsible for site safety, their coop- Whether the broker is a large na-

Aside from getting an early start, eration exponentially helps assure tional organization or a smaller re-
panehsts advised that project spon- loss contamment goals are met gional one is not as important as

It's a fact that most employees today fail to appreciate the bene- sors work only with general con- Yet it is common for contractors their construction experience
ht plans Bat ther companies make available to them Theytake tractors or construction managers to be at odds with the wrap-up con- "I don't want an account execu-

them for granted or, worse, complain that they aren't enough; they with a reputation for good employ- cept, conference speakers said tive who speciallzes in retail stores
want more. ee safety programs Sometimes winning their support or even real estate," he said The

It's like giving a chlld an ice cream cone, only to have the gesture "If you are not working with a requires sharing potential savings broker's loss control personnel and

re]ected for bemg the wrong flavor. general contractor or a construe- with them, Mr McGmnis said claims personnel also need to know
tion manager who has a rep for A contractor's rush to complete a the construction industry

Thls no doubt vexes most top executives, who probably thmk it's safety and taking care of business project on time and under budget "I don't want someone who goes
pretty grand that they offer health and retirement benefits at all. with that being job one, a wrap-up also can detract from their atten- from store to store lookmg for shps
It's downnght alarmmg to profesmonal benefit managens whose is probably not going to work," said tion to safety measures called for in and falls," Mr Motherway said "I
jobs, after all, depend on managing these underappreclated pro- Mark E MeGinnis, vp of construe- their contracts, said Marge P need a guy who knows what con-
grams hon practice for Marsh USA Risk & Layne, insurance manager for the struction is all about How steel is

To their credit, some compames are trymg to religger these plans Insurance Services m Los Angeles San Francisco International Air- erected, concrete, curtain walls,
to make them more beneficial and, therefore, chenshed by em- Running a profitable program port They also have varying safety electrical, mechanical They need to
ployees also depends on working with a philosophies and degrees of con- know what they are domg "

contractor, insurer, risk manager cern Therefore, overseeing a pro- Insurers chosen for a wrap-upMany other employers, however, stubbornly resist the thought of
thmwing good money after bad, as far as mvestmg m employee and other parties who truly believe gram requires the owner's risk also must understand construction,

in the wrap-up concept and sup- manager to constantly ride herd to he said
appreciation is concerned. They are skepttcal that paying to re- port its goals mlnlmlze losses, she said "I want somebody who can work
des@ plans or boost health and penmon benefits wul pay the divi- "It's not a matter of rammlng the Choosing appropriate brokers with my supervisor, work with the
dends they seek. ideas and goals down the throats of and insurers for a wrap-up also is broker, work with my safety peo-

As a result, a growing number of companies are embracmg oth- the insurer or the general contrac- crucial, said William D Mother- ple," he said "Once again, they
er, cheaper"benefits" to wm employee loyalty and respect. These tor," Mr MaGInnis said way, vp and rlsk manager for Tish- have to have specific Industry
otherplans have the dual advantage of costmg virtually nothmg "Through all the wrap-ups that man Realty & Construction Co Inc knowledge " Ell

and also assuring that workers spend more time being productive
And, m a perverse twist, employees thmk of
them as real benefits and are overloyed to DES of claims," he said "The volume of calls is up this year

Furthermore, "the past cases with the increased awareness of thehavethem, even though insome developed

.um.inj"

couldn't have addressed extmguish- third-generation findings," said Pat
nations they might be conmdered inalienable Cont:nued from page 1 mg the legal rights of subsequent Cody, program director
nghts. were the consequences of inlunes to generations," he said DES daughters-women whose

Yes, I am refemng to so-called work/hfe second-generation claimants," said Jim Otto, a partner in the Los An- mothers took the drug-are calling
benefits Louis Solomon, a partner at geles office of Kroll, Rubin & Florel- for increased research in response to

Let's examine some of these popular new Solomon, Zauderer, Ellenhorn, la, agrees that a spate of new litiga- these findings, she said

programs, especially those that stretch the Frischer & Sharp m New York who tion is likely "These studies raise some very

label benefits" too far has been representmg the company He said "The compames still face alarmmg questions for DES daugh-

Take, for example, flee:ble scheduhng in its DES coverage htigation potential liability unless they dis- tem and their children," she said
Underwnters at Lloyd's of Lon- charge all of the DES claims in So far, while there have been

Thisls where companies offer workers the
... don are appealmg the rulmg grant- bankruptcy," as Dow Cormng Corp thousands of individual claims

option to work twice as hard to get their Job ing coverage of third-generation did when if filed for protection un- agamst drugmakers, there has been
done m a fraction of the time. No matter that risks and other parts of Squibb's der Chapter 11 of the U S no class-action htigation in connec-

these workers probably are domg somethmg other than learning coverage case, which contmues to Bankruptcy Code when faced with tion with the anti-rmscamage drug,
tai chiwiththeir newfound leisure time. Before employens repack- wend its way through the courts af- tens of thousands of product hablh- despite a landmark 1980 ruling in
aged this as a benefit, it was vanously referred to as "the night ter 17 years ty claims over silicone breast lm- Sindell us Abbott Labs by the Cah-

shift," "a part-time job" or "slave labor." DES is a synthetic form of estro- plants forma Supreme Court that allowed
One of the more popular of ths new bmed of benehts is casual gen introduced in 1941 to prevent More DES htigation also is proba- plaintiffs to sue usmg a market share

dress This is where the company gives generously of itself to allow miscamage It was used by an esti- ble because "most states have passed hability theory That theory, later
mated 2 4 milhon U S women until laws that make the date of discovery upheld by the U S Supreme Court,workers to dress as they would if they were not workmg. It's a
it was banned in 1971 for use during the tngger for running the statute," holds that when a specific manufac-

state-of-mind thing that evokes the Joze de uture of worlang on the
pregnancy said Mr Otto While these laws were turer of a harmful product cannot be

weekends Many employees love it more than health Insurance Earher scientific research had passed mamly to provide an oppor- estabhshed, all manufacturers must
Spealang of health msurance, some consultants surpnsingly shown that the drug appears to tunlty for victims of asbestos-related divide the hability based on their

count it among potential work/1fe benefits. I guess they are think- cause structural changes in the re- ailments to recover damages, they market share
mg that health insurance may come m handy for sustainmg hfe, productive organs of both female could apply to DES cases as well, he Some drug compames-such as
enabling an employee to work Makes sense. and male children exposed to DES said Squibb-still are htigating with

Child care is a huge focal point of work/hfe benehts Most of before birth A spokesman for Bnstol Myers their Insurers over product habillty

these center on counselmg on where to fmd caregivers so parents But a new study suggests the ef- Squibb, one of the companies that coverage for these claims

can work, creatlng onsite daycare so parents can work, hostmg fects may be more far-reachmg made and marketed DES, said, Squibb's case is on appeal to the
Revealed at a DES Research Up- "Most states don't recognize a cause 2nd U S Circuit Court of Appeals insummer camps so parents can work and providing onsite school- date Conference held earher this of action for third-generation New York after a federal district

mg so parents can work. Enablmg the worker bees to be so pro- month in Washington, the study claims " court ruled m June that a single un-
ductive is a valued beneht Scandinavians-who offersomethmg found that 11% of third-generation In particular, he referred to a 1991 derwnter at Lloyd's could be sued by
like three years of paid matermty leave--are no doubt laughmg at mice bred from DES-exposed decision m Ennght us Squibb, m the company as a representative of
US grandmothers developed mallgnant which the New York Court of Ap- all of the underwnters on the rtsk

Several companies offer quiet places for workers to relax or nap, reproductwe tract tumors peals, New York's highest court, up- The case had originally been re-
and at least one company has pitched pup tents in its ofhces to al- While so far no third-generation held a tnal court's dismissal of a case manded to the district court late last

low workers to enjoy the beneht of snonng in the ofhce I guess research has been conducted on hu- brought by the granddaughter of a year after the appellate court ruled
mans, the "mouse model has been woman who took DES, finding she that, to sue Lloyd's maUS courtworkers no longer appreciate the old-fashioned"beneht" of gomg
predictive in other cases, and there is had no cause of action rather than an Enghsh court, a poh-down to the company cafetena, laying one's head on a Formica
enough evidence that granddaugh- "We've also had a few other types cyholder must first identify every

tabletop and nodding off. Ingrates ters and grandsons should be (mom- of unrelated third-generation cases name backing an underwriter on a
We might soon see companies take this trend even furtherman tored) as well as the daughters and dismissed," the spokesman said pohcy in dispute and meet a diversi-

effort to ratchet up employee devotion, grabtude and, yes, produc- sons of women who took DES," ac- Some attorneys who have defend- ty threshold by showmg that each
tivity. cordmg to Retha Newbold, a re- ed companies in medical products 11- name resides outside the pollcyhold-

Conmder, for example, calling heating and air condihoning a searcher at the National Institute of ability cases said they did not expect er's own state and is individually re-
benefit (many workers don't have these conveniences, after all). Environmental Health Sciences who the new study to trigger any new ht- sponsible for at least $75,000 m cov-

Or maybe electncallightng? For the company that really wants conducted the study igation erage (BI, Dec 21, 1998)
Besides cancer, Ms Newbold's . I have not heard of any precedent Fortunately, Squibb already wona benefit that caters to workers' mdividual expression, the beneht

could be structured to allow workers to bnng their own lanterns, study found that the third-genera- for claims to be filed by people who coverage for third-generation

flashhghts and candles to work. tion mice also were more likely to were not even conceived at the time claims, accordlng to Mr Solomon
develop fertillty problems and repro- of the Incident," said Bud London, a "We argued-and the court

Eventually, this strategy of repackagmg routine expectabons ductive tract abnormalities partner in the New York law firm of agreed-that these types of conse-
and marketmg them to employees as new work/life benefits could Attorneys and product hability London Fmcher LLP quential damages should be covered
yield greater appreciation of health andpenmon benehts experts expect the new research wlll "It would create a class of on the same trigger points as for sec-

That's because just as employees start to wonder if they are be- trigger another wave of DES htiga- claimants that would go on m perpe- ond-generation claims," he said
ing hoodwinked, and begm to grumble and grouse for a real em- tion tuity," he suggested "That would Lloyd's lS appeallng that portion

ployee benefit program, mstead of one that merely accommodates "To quote Yogi Berra, it could be make lt impossible for the compa- of the case, however, as well as the

a pressmg hfe need, employerscan dust off theirmanaged care 'de]a vu all over again; ' said MED- mes (that made DES) to stay m bum- jurisdictional issue, he said
MARC's Mr Qumley nessplans and defined benefit penmons Squibb marketed DES between

"I think that the plaintiffs attor- But calls are increasing to DES 1947 and 1969 Other compames that
neys, especially those who have m- Action, a consumer group formed m also made and sold the drug were Ell

Editor Paul D Winston's column appean fortn,ghtly. Contact vested heavily in prepanng for DES Oakland, Callf,to handle inquiries Lilly & Co and Abbott Laboratones
hun atpwmston@cram.com. htigation, unll perpetuate a second about DES exposure and to make le- Neither Lilly nor Abbott Labs

and maybe even a third generation gal referrals spokesmen returned calls
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NCQA Updates -year and fine-tune those plans in measures, "driving home the mes-
subsequent years, the report states sage that 'what gets measured gets

Beyond the repeat reporters, the done, the report states For exam- Anthem to fund foundations
Continued from page 1 average quahty of plans has im- ple, the rate of chicken pox vaccina-
erages and benchmarks but would proved at least slightly for most tions rose from 40% of children in Contmued hom page 2
not allow their names to be re- measures in 1998 compared to 1997 1997, the first year it was measured, hon, respectively
leased For example, overall, the number of to 51 9% m 1998 And the rate was Other Blue Cross & Blue Shield plans have used similar strategies as

Rather than provide detailed in- people receiving beta blocker treat- even higher for plans that reported they merge or set up for-profit subsidianes For example, when Blue
formation on all 50 quality mea- ment after heart attacks improved vaccination rates for both years, Cross of California merged with its for-proht subsidiary, WellPomt
sures, the report focuses on the 12 to 79 9% in 1998 from 74% in 1997 standing at 52 6% of children for Health Networks Inc, Blue Cross, as part of the conversion, transferred
the NCQA determined are most im- Also, breast cancer screening in- 1998 more than $3 bilhon to chantable foundations m 1996 (BI, June 3, 1996)
portant creased to 72 2% of women in 1998 •Plans with high quality scores In Missouri, Blue Cross & Blue Shield of Missouri has been awaiting

The 12 quality measures are ado- from 71 3% in 1997 also scored high on member satis- court approval smce March for a settlement agreement over creation of
lescent immunizations, advising Of the 12 measures the NCQA faction, the first time this link has its for-profit subsidiary, RightCHOICE Managed Care Inc (BI, March
smokers to quit, antidepressant deemed the most important, overall been estabhshed The report states 22) The agreement reached with state officials calls for creation of a foun-
medication management, beta scores declmed slightly in three that those plans with the highest dalton More recently, Milwaukee-based Blue Cross & Blue Shield of Wis-
blocker treatment after heart at- measures For example, overall, quality scores have the most satis- consm, which is seelang to convert to a stockholder-owned company, said
tacks, breast cancer screening, cer- 62 5% of smokers in 1998 were ad- fled members as measured by a it plans to donate the full equity value of the new entity, estimated to be
neal cancer screening, chicken pox vised by plan providers to quit, member satisfaction survey $250 milhon, to a pubhc health care foundabon (BI, July 5)
vaccination, childhood immuniza- while a shghtly higher 64% got that Specifically, those plans m the
tions, cholesterol screening after advicein 1997 Also, thepercentage top quarter for quality performance Oregon cleanup reform now lawheart attacks, eye exams for diabet- received high satisfaction marks
ics, follow-up after hospitallzations from 62 6% of members, while the SALEM, Ore -Oregon Gov John Kitzhaber has signed mto law the

for mental Illness, and prenatal care The average quality of rest of the plans got high satisfac- Oregon Environmental Cleanup Assistance Act, which wtll make it easier
in the first tnmester tion rating from only 553% of for Oregon pollcyholders to recover costs for environmental cleanups un-

Consistent with last year's results, planS haS improved for members der pre-1986 general hability insurance pohcles
"plans that have pubhcly reported most measures over • The quahty of health plans John DiLorenzo, an Oregon pollcyholder attorney and lobbyist, draft-
data to NCQA for two or three years varies by geographic region As in ed the bill, which was introduced earher this year (BI, April 5) Major
outperformed the national average The past year, the the past, New England plans per- components of the ongmal proposal were passed by the state Senate and
on every single measure of clinical NCQA study says. formed better than did plans from House of Representatives m early July The governor signed the bill July
quality and member satisfaction," other regions of the United States 19

the report states New England plans scored the Under the new law, which took effect immediately, the following rules
For example, on average for 1998, highest on nine out of the 12 quahty of construction wlll apply m the interpretabon of generalliability pohcies

40 9% of diabetics received eye ex- of children who got all the recom- measures the report examined In involving Oregon environmental claims when pollcy language is not clear
ams, compared to 49 4% of diabet- mended vaccinations by age 2 de- contrast, plans m the South Central • Any action or agreement, meludmg voluntary agreements,by the Ore-
ics in plans reporting data for the chned to 64 8% m 1998, from 65 4% region scored lowest in nine out of gon Department of Environmental Quahty or the U.S Environmental
third year In contrast, for those in 1997 12 measures Protection Agency against or with a pohcyholder regarding contamina-
plans reporting data for the first Other findings from the report m- Some of the regional disparities tion cleanup is equivalent to a "suit" or a "lawsuit," which are terms used
time, 38% of diabetics received such clude were quite dramatic For example, in general hability pollcies
exams • Plans with NCQA accreditation in New England, 73 7% of adoles- • An insurermust cover the costs for any reasonable and necessary fees,

And while 625% of members have higher quality than non-ac- cents received thelr Immunizations costs and expenses by a pollcyholder pursuant to a wntten voluntary
who smoke received advice to quit credited plans, and plans that pub- by therr 13th birthday, compared to agreement, consent decree or consent order between the msured and ei-
smoking, 66 1% of those in repeat- hcly report performance have high- 40 4% in the South Central region thertheDEQorEPA
reporting plans received the advice er quality than those that submit The national average 5 52 3% • Oregon law shall be apphed in all cases where the contaminated prop-
Only 59 9% of smokers in plans re- data but not for public release The A spokeswoman for the American erty is in the state
portmg for the first bme got this ad- accredited plans scored between 3% Assn of Health Plans, a leading The Legislature said that, due to the number of environmental cover-
vice and 16% higher on the 12 quality HMO orgamzation, praised the re- age disputes m Oregon, the state"has a substanbal public mterest in pro-

This is good news for the future, measures and scored higher on ev- port's conclusion that HMOs re- mottng the fair and efftclent resolutton of environmental claims while en-
the report states, as this finding ery core measure of quallty This peatedly reportmg quality data irn- couragmg voluntary compliance and regulatory cooperatlon"
suggests that plans that have Just leads the NCQA to conclude "that proved most On the other hand, she In a statement, Peter Gorman, associate vp of the Western region for
started submitting data wlll see im- accountability drives quallty," the noted that an ideal comparison of the Alhance of Amencan Insurers, said, "The bill is a blatant attempt to
provements m quality m the coming report states health Insurers also would Include get msurers to pay for voluntary cleanup costs of landowners who 1cnow-
years One explanation for the differ- fee-for-service plans and preferred mgly or unknowlngly pollute "

"If so, we can collectively look ence, the report suggests, lS that provider organizations
forward to a steady, meaningful ad- while accredited plans have im- Limit rejects hostile bidvance in performance across all proved quahty, the non-accredited A copy of the study ts available
measures of care and service," the plans "are essentially treading wa- from the NCQA World Wide Web LONDON-Limit PLC, the largest msurance group tradmg at
report states ter, or even sliding in terms of per- site at www ncqa org A CD-ROM Lloyd's of London, last week staved off a hostile bid for its business, but

Improvements m quallty over the formance on some measures " version of Quality Compass '99 can analysts say it shll could be an acqulmtlon target
years come as HMOs begin the pro- • Newly added measures saw be purchased for $2,500 from the In a statement issued Wednesday, Limit announced it had received an
cess of improving quality m one larger improvement than did older NCQA by catting 800-839-6487 "unsollcited and prehminary approach" from an unnamed suitor at a

price that was "clearly unacceptable "
Limit Chaiiman Jonathan Agnew said the approach was from an"in-

Summit Robert E Vagley, president of the coverage on the Hill and the more surance group whose mam activities are outside the London market,
AIA we speak with a single voice, the though it does have a small Lloyd's presence " Mr Agnew characterized

In addition to financial services better it is for all of us and our is- the approach as "opportunistic-the pnce was clearly unacceptable "
Continued from page 1 modernization, issues of common sues," he said Also, the bidder was "not somebody the (L=t) underwnters would wish
commercial insurance premiums, interest include Superfund reform The summit will be limited to the to work for," he said
and the RAA's members write and e-commerce, said Mr Crerar three initial associations for the At the same tune, Limit continues to attract good underwnters because
about 80% of reinsurance coverage "I think there's also going to be an time being, said its organizers, but of its Independent status,said Mr Agnew Last week, it announced it had
wntten by U S reinsurers or affill- that doesn't mean the three groups acquired an onshore energy team from CIGNA International, part of
ates, according to the groups won't cooperate with other orgam- CIGNA Insurance Co of Europe SA NV CIGNA's property/casualty op-

"It was Just time" to hold such a 'It goes back to zations on matters of common in- eratlons are currently bemg merged mto the operations of ACE Ltd
common forum, said Mr Crerar terest Although few detmls of the bid are available, Mr Agnew and analysts

"It goes back to strengthemng strengthening our VOiCe „No other group was asked to agree that Limit shares have been undervalued-along with the whole
our voice even more as we work is- even more as we work participate," said Mr Crerar But Lloyd's mvestment sector "We have been pretty uncomfortable about the
sues on the Ihll We're all lobbying he added that the summit.ls not to share pnce for the last few months," said Mr Agnew The pnce rose to
similar issues," even though the Issues on the Hill,' says be an exclusionarything, but an in- 1465 pence($237) from about 129 pence ($2 09) after the announcement
emphasis given those issues by in- Ken Crerar of the CIAB. elusive effort " Nicholas Johnson, analyst with London-based securities investment
dividual groups differs, he said "The RAA is receptive to extend- house Raphael Zorn Hemsley Ltd, said he thinks Limit's independent

"We're trying to look at this as a ing our working relationship to status could be compromised if another bidder were to come in with a
marketplace effort," Mr Crerar other groups withm and outside the hfher offer "I think we are going to see some action at Limit soon," Mr
said emerging debate on regulatory is- insurance industry if that would Zom said "I think there are a number of people mterested," mamly over-

Franklin W Nutter, president of sues," he predicted improve achieving our objectives," seas Insurers

the RAA, said "Our sense is the Mr Crerar said the format will said the RAA's Mr Nutter

convergence of so much of the com- follow that of the legislative con- "I would think, as our broader Briefly notedmercial insurance, reinsurance and ferences the CIAB has held every Industry evolves, I think we would
brokerage sector has caused us to February for nearly two decades, be open to accommodating other XL Capital Ltd. in Bermuda and Les Mutuelles du Mans Assurances
look at building alhances with oth- with addresses by members of Interests if they shared our com- Group have set up a French remsurer wlth 1 bilhon French francs ($163 5
ers to deal with common issues Congress and others, followed by mon vision," said the AIA's Mr Va- milhon) m capital that wlll be called Le Mans Re XL wall contibute 600

"On the federal level, examples visits to Capitol Hill by members gley milhon francs ($98 1 milhon) to Le Mans Re and MMA wlll contnbute its
would Include financial services re- Neither the AIA nor the RAA holds He emphasized that collabora- existing reinsurance operations The company wall be 51% owned by
form legislation At the state level, legislative conferences tion among the three groups will MMA and 49% by XL The House Judiciary Committee will continue
it would be commercial lines dereg- "It really made a lot of sense to not end with the summit, but will its markup of the Interstate Class Action Jurisdiction Act this week The
ulation legislation This summit is follow what was an already-sue- extend to joint lobbying efforts measure, which would make it eamer for parties involved in certain class
really iust an event in the scheme of cessful format," said AIA's Mr Va- that could move beyond the three actions to have the suits heard in federal rather than state court, enjoys
a bigger effort to try and find com- gley associations widespread employer backing but is opposed by the Clmton administra-
mon ground wlth natural allies and Mr Crerar said that bringing to- "Our focus is on the property/ca- tion (BI, July 26) The Senate Environment and Pubhc Works Commit-
work more closely together on gether chief executive officers rep- sualty industry, but our vision goes tee has rescheduled its vote on a Repubhcan-drafted Superfund reform
common challenges resenting producers, insurers and beyond that to recognize the role of bill for Aug 3 Action on the measure, which provides some hability re-

"With pressure on expenses and reinsurers will "help pump up the the property/casualty industry as a hef for small potentially responsible parties but not the type of broad re-
trying to do more with less, it numbers More people wlll come in member of the broader financial hef from retroactave habihty sought by many busmesses, was delayed last
seemed to serve our interest to because more people are here services community," Mr Vagley week at the request of Sen Max Baucus, D-Mont
combine our resources," said That's a positive The broader the said
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Captive But captive experts say there are good sidiaries and to the future provision of Bi Insurance Index
reasons-beyond tax considerations-for wages and benefits derived from that em-
funding benefits in a captive Those include ployment," according to the fihng 2,200

Continued from page 1 letting a captive share in the profits that If the application is denied, "Westbridge 2,150
the captive writes a significant amount of otherwise would go to a commercial insurer would be deprived of a legitimate business
unrelated business and diversifying a captive's book of busi- opportunity to reinsure risks on an arm's- 2,100

Those court rulings preceded an Internal ness length basis to the detriment of West-
Revenue Service ruling that employers can Indeed, with more than 60% of West- bndge," the filing said
deduct group term life premiums paid to the bridge's premiums unrelated to Union Car- The proposed transaction, according to 2,000 
captives because the premiums represent bide risks, tax considerations are not an is- the filing, will not in any way adversely af-
unrelated business sue in using Westbridge to fund the life in- feet the cost of hfe insurance to participants

According to the reasoning, if the parent surance polices, Mr Inserra said "Plan participants will be afforded insur-
f

Funds enough employee benefits through the Instead, the proposed transaction is being ance protection by MetLife at competitive + 1,850 
captive, the captive could be considered as driven by the desire to broaden the captive's rates arrived through arm's-length negotia-

1,800 wnting a significant amount of outside bum- tions "

ness That would increase the likelihood that While Westbndge's percentage of unrelat-
the parent would be able to deduct proper- The proposed transaction is ed business exceeds the Labor Department's '1,700 
ty/casualty premiums paid to the captive 50% test, department approval still is re- i i

But that theory never got a chance to be being driven by Union 6nl 6n8 6/25 7/2 7/9 7116 7* 780quired, under a 1979 department rule, rein-
tested In April 1994, the Labor Department Carbide's desire to broaden its surance arrangernents involving the use of Base=100 on Dec 29,1978
reiected CSX's filing, saying that too much

Source Nordbv /nternationa//nc (nordbv coml Boulder Colo
captives to fund benefits are reviewed on a

of the captive's business was related to CSX captive's risks, among other case-by-case basis

About 90% of CSX Insurance Co 's cap- things, says Richard Inserra. Mr Inserra said the CSX case should not

tive premiums were derived from CSX-re- PCS catastrophe optionsbe viewed as an indication that the Labor
[ated risks That exceeded a 1979 Labor De- Department will never approve the use of 1 As 01 July 30

v 1 Car| Pnce Call Pncepartment rule that no more than 50% of a captive to fund a parent's employee benefits spread bid/ask spread bid/ask

captive's gross premiums be generated by rlsks, keep the cost of the policies down and nsks National Annual 1999 California Annual 1999

the parent in order for the captive to be used share m the policy profits with Met:Life, Mr "It became apparent that the factors that  , 40/60 150/195 60/80 07/18

by the parent to fund employee benefit risks Inserra said worked against them (CSX) were in in our 60/80 80/160 80/100 0 5/1 6

1 80/100 40/- 150C 08/12The Labor Department has long felt that a In its filing with the Labor Department, favor," he said, contrasting the CSX cap-
significant amount of outside business helps prepared by the law firm of Kelley, Drye & live's percentage of outside business-about

1 15(C 351-

200/250 2 5/6 0 Western Annual 1999

safeguard an employee benefit plan against Warren LLP in New York, Union Carbide 10%-with Westbridge's more than 60% 80/100 0 6/1 9

Less-than-arm's-length transactions said approval of its application will permit Still, Mr Inserra says that most captives i Southeastern Seplember 1999
With few captives having at least 50% of generated funds to be remvested m its msur- would not have the same opportunity as ' 40/60 2 0/- Midwest June 1999

premiums generated by unrelated business, ance subsidiary, Westbridge, rather than Westbridge to fund employee benefits be- 60/80 -/23 10/20 87/97

the Labor Department ruling in the CSX MetLife, an unaffiliated company And that cause most do not insure or relnsure enough
' 80/100 16/19

case was a crushing blow to employers and will ultimately benefit Union Carbide and outside busmess
Florida Sept /Dec 1999

Eastern September 1999 100/150 0 7/-

their advisers, who saw funding benefits as its employees, accordmg to the filing Union Carbide would like to put the new i 40/60 13/-

a way to increase the likelihood of tax-de- "An economically strong employer is im- life insurance funding program in place by
Total volume 80 Total open interest 10,150

ductibility of property/casualty premiums portant to the continued employment of the Oct 1 It is seeking expedited Labor Depart-
paid to their captives employees of Union Carbide and its sub- ment review of its application 1 , For information on PCS cat options, call the Chicago Board of

f i Trade at 312-435 3674

Tax bills Source Chicago Board of Traderaise to $15,000 from $10,000 the maximum pension plan does not favor highly-paid em- . _
annual salary deferral In addition, employees ployees
age 50 and older could make special "catch- Both bills also contain provisions of inter- British Issues

Contznued from page 2 up" contributions of up to $5,000 a year est to the property/casualty rndustry
remove one cap that bmits the number of tax- Whlle the House bill would make such contri- The most notable would extend the so- Price P/E Div Yield 52-week

favored medical savmgs accounts to 750,000 butions subject to non-discrimination testmg, called Subpart F tax provision for five years
Companies pence pence % high-low

and a second cap that bars employers with the Senate blll would not That provision of the Internal Revenue Code

more than 50 employees from offenng MSAs • Benefit portability Employees moving allows US -based insurers, brokerages and Gdn Royal Exch 360 56 43 12 423-227
MSAs also could be part of a flexible benefit between tax-exempt and private sectors other financial services entities to defer U S Legal & Gen 150 18 5 36 31 237-147

plan could move funds between 401(k), 403(b) and taxes on their active earnings overseas until Royal & Sun 521 18 2 23 0 55 633-455

• The House bill would partially repeal the 457 plans the income is returned to the U S parent
IRS "use it or lose it" rule for flexible spend- • Vestmg Employers that match employees' This means that financial services would be Brokers

ing accounts by allowmg up to $500 m unused savings plan contnbutions would have to vest governed by the same rule as non-financial
balances to be carried over to the next year those contributions under at least a three- entities when doing business abroad Lmbrt Fenchurch 83 81 42 63 94 58

Alternatively, FSA balances unused at year- year chff or six-year graded schedule The measures also would provide for a lim- JLT 234 105 120 64 253166

end could be rolled over into a 401(k) plan • Non-discnmination tests The Treasury ited federal tax exemption for certain state
i Note Pnces are July 30 dosings, other numbers from July 29

Provisions that are the same, or nearly so, Department would have authority to modify residual property insurance markets
m both the House and Senate bills mclude current mechanical tests in favor of a "facts -By Jerry Gemel

• 401(k) plans The bills would gradually and circumstances" test to determine that a and Mark A Hofmann Sourse Nordby_/ntemahona(15_(095ipy 99FV)_ORMIder, Cdo _]
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Bi Industry Stock Report JULY 26, 1999, THROUGH JULY 30, 1999

Weekly Year to date Yeartodate Weekly Year to date Yeartodate Weekly Year to date Year to date

BROKERS Pdce % change % change High Low Vol (000) Price % change % change High Low VoHOOO) Price % change %change High Low VoHOOO)

i Aon Corp NYS 3744 385 0.17 4669 3219 2102 CNA Financial Corp NYS 3594 -0.17 -859 4531 33.00 452 SAFECO Corp NDO 3806 440 1044 47 50 36 69 1987

Clark Bardes Holdings NDO 22.25 17.11 31.75 23.12 18.62 0 CNA Surety NYS 1500 0.00 0.42 1600 10.19 54 SCPIE Holdings inc NYS 31.13 1.43 3.53 3300 2369 NA

E W Blanch Holdings Inc NYS 65.50 7.42 4029 71.75 34.88 432 EMC Insurance Group Inc NDO 1269 5.14 449 14.13 9.00 37 Se,bels Bruce Group NDO 488 488 3929 725 2.69 21

Gallagher Arthur J & Co NYS 52.13 0.83 19.14 56.00 34.88 173 ESG Re Limited NDO 1538 1.65 22.40 23.00 12.75 537 Selective Ins Group NDQ 1975 0.64 2.47 23.00 1669 178

Hilb Rogal & Hamilton NYS 22.38 4.99 20.13 22.50 1556 63 Enhance Financial Services NYS 2075 349 31 40 3400 1731 420 Terra Nova Ins Co Ltd NYS 23.88 450 205 3256 21.25 150

x Kaye Group Inc NDO 856 224 18.10 913 500 10 Everest Reinsurance NYS 31.25 458 14 82 4350 2875 937 Tok,0 Marine & Fire NDO 5850 000 -064 6288 3900 67

1 Marsh & McLennan NYS 76.00 082 28.54 81.50 43.38 3423 Fremont General Corp NYS 1700 355 2953 28.88 1650 492 Torchmark Corp NYS 3288 419 5.40 4550 3069 1116

 Brown & Brown NYS 36.00 3 52 304 4188 2931 30 Frontier Insurance 3roup NYS 1469 307 17.50 1950 1088 660 Transatlantic Holdings NYS 74.19 1.54 1.90 94.50 72.50 306

BROKERS AVERAGE 0.89 2154 Gainsco Inc NYS 5.63 426 1089 806 394 154 Travelers Property Casualty NYS 3950 2.17 2898 45 38 24.13 1130

Harleysville Group NDO 1950 127 2353 27.25 1700 104 Trenwick Group Inc NDO 24.13 -0.52 23.72 3588 24.13 65

INSURERS/REINSURERS HSB Group Inc NYS 40 69 093 1.24 54.13 3475 266 Unico American Corp NDO 10.19 000 11.65 1513 8.63 29

, ACE Ltd NYS 2325 8.37 28.87 3806 22.88 8594 HCC Insurance Ho dings NYS 2269 5 47 33 95 25.13 1600 274 United Fire & Casualty NDQ 2525 000 24.13 3938 22.25 32

4ccel International Corp NDO 144 417 5208 338 125 112 ING Groep N V NYS 5088 4.24 16 60 76 38 3606 269 Unitrin NDO 39.19 354 1058 4238 2788 310

 Acceptance Insurance Cos NYS 1531 ·041 22.96 23.06 1206 118 IPC Holdings Ltd NDO 20.00 1.27 1209 27.88 1738 138 UNUM Corp NYS 51.75 5.48 1366 6250 4175 1911

 AEGON N V NYS 76.13 0.58 37.57 130.13 6925 4260 Hartford Financial Services NYS 5400 710 3.25 66.44 37.63 2764 Vesta Insurance Co NYS 4.63 1045 1957 1838 338 320

Aetna Lite & Casualty NYS 8200 402 2 74 9988 60.19 1918 laSalle Re Holdings Ltd NYS 1631 -404 2091 36.25 1163 100 XL Capital Ltd NYS 5250 899 2664 8325 5200 1755

AFLAC Inc NYS 46.38 4.07 5.40 5675 25.13 3017 Lincoln National NYS 5000 588 2066 5750 33 50 1708 Zenith National Ins NYS 2363 526 2.16 28.19 20.31 38

 ' Allmenca Financial Corp NYS 59 19 166 4 53 75 25 38 38 1031 MAIC Holdings Inc NYS 30.00 3.67 6.25 33.13 2325 63 INSURERS/REINSURERS AVERAGE 161 633

Allstate Corp NYS 3563 4.78 7.47 4838 34 00 14777 Mime! Corp NYS 191.50 079 624 19300 13200 72

AMBAC Indemnity Corp NYS 5563 1.55 719 6238 4088 770 MBIA Insurance Group NYS 57 38 4.77 1348 7294 4606 1228 HEALTH MAINTENANCE ORGANIZATIONS
1 American Bankers Ins NDO 54.69 0.00 1453 60.63 30.13 718 Meadowbrook Insur Group NYS 1288 1.90 21 07 2944 1231 31 Foundation Health Systems Inc NYS 15.19 1.62 38.07 21.75 5.88 997

American Financial Group NYS 32.75 3.50 2049 43 88 30.50 255 MMI Cos Inc NYS 1631 235 2.25 21 75 1375 117 Humana Inc NYS 1088 11.22 -42.57 2800 10 06 4369

 American General NYS 77.38 0 72 112 81 38 5238 2418 Mutual Risk Mgmt Ltd NYS 29 81 1.45 21 42 4325 2538 935 Oxford Health Plans NDO 1788 18.18 27 68 2425 581 12046

 American Heritage Life Ins NYS 31.06 0 61 2909 31.25 1863 1146 Navigators Group NDO 1563 081 2.46 1850 1325 18 Pacificare Health Sys N[)0 6819 561 463 10038 55.63 2593

American Indemnity/Fin I NDO 1450 0.43 36.47 1538 1025 10

1 American Intl Group NYS 11613 2.11 1926 13400 64 88 8260 Oh Ca»Zy corT
NYS 1425 5.79 31.74 2825 1200 25 Safeguard Health Enter NDO 4.00 000 12.28 6.38 234 19

NDQ 1794 630 12 77 2181 1675 1588 Sierra Health Services NYS 1294 4.17 3802 2494 1044 173

' American Safety Insurance NYS 7.75 3.88 18 42 11 38 6.63 102 Old Republic Int I NYS 1681 427 21.57 28.63 16.38 1688 United HealthGroup NYS 61 00 2.01 36.89 70.00 2956 2928

1 Argonaut Group NDO 25.13 0.50 4.69 31.75 21.25 142 Orion Capital Corp NYS 47.56 0.00 21 37 51 00 27.56 831 Wellpoint Health Networks NYS 82.13 1.39 -4.37 97.00 50.50 1278

AJGA UAP Group NYS 59.06 474 17.47 80.25 38.25 264 Partner Re Ltd NYS 3800 303 1591 5000 33 63 388 HMOs AVERAGE 0.77 316

Baldwin & Lyons Inc NDO 2038 523 1283 2600 1850 83 Penn America Group Inc NYS 10.13 1.25 9.46 13.25 8.13 12 ALL COMPANIES AVERAGE 458 613

Berkley W R Corp NDO 24.13 350 28 52 3700 23.50 225 PMA Capital Corpo ation NDO 2038 5.16 4.15 2113 1663 66

Berkshire Hathaway Inc NYS 67805 00 072 -0 72 81100 00 57000 00 1 Philadelphia Cons Holding NDO 2150 086 118 2550 1863 53

Capital RE Corporation NYS 1338 10.83 31.63 35.38 11.94 198 PXRE Corp NYS 16.13 078 36.14 29.88 15 63 113

]Capitol Transamerica Corp NAS 1406 -088 2049 2200 1250 31 Reliance Group Holdings NYS 5.88 2.08 54.59 1794 575 1848

Centris Group Inc NYS 9.38 683 000 1406 794 51 ReliaStar Financial Corp NYS 45 38 333 1.40 5025 2900 867

 Chartwell Re NYS 1838 265 2097 29.63 1325 75 RenaissanceRe Holdings Ltd NYS 3706 459 2.60 4831 3000 91

Chubb Corp NYS 59.81 -807 789 7681 5400 4446 Risk Capital Holdings NDO 1400 488 33.73 25.13 1200 70

 CIGNA Corp NYS 88.19 079 1342 9863 57.19 2684 RLI Corp NYS 37.00 -0.67 1086 44.19 27.88 57

i Cincinnati Financial Corp NYS 37.63 000 543 41 88 3050 1510 St Paul Companies NYS 3113 586 11.07 3750 28 06 3354

Citigroup NYS 44.56 594 32.20 5175 19.00 39204 SCOR NYS 49.06 1.01 24.52 72.75 4800 15

f

Top advancing issues Oxford Health Plans, Clark Bardes Holdings, Vesta Insurance Co. Leading decliners Humanainc Capital RE Corp, XL Capital Ltd. Mostactivelssue Cittgroup The B/Index decreased 1 7%, the Dow Jones 30 Industrials fell 2 3%;
the SaP 500 decllned 21% and the NYSE Composite fell 2 0% Average P/E Brokers, 19 0, Insurers/reinsurers, 17 7; HMOs,177.

Source Nordby intemahonal /nc (nordby com), Boulder, CO
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