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D&0 allocation upheld
6th Circuit ruling boosts protection for execs

By DAVE LENCKUS

CINCINNATI-In a ruling could maximize di-
rectors and officers liability coverage for corpo-
rate executives, a federal appellate court has reaf-
firmed a pro-policyholder method of allocating li-
ability between insured individuals and uninsured
corporate entities.

The 3-0 ruling last month by a panel of the 6th
U.S. Circuit Court of Appeals in Cincinnati also
sanctions a common corporate practice
of indemnifying officers and then re-
covering from their D&0 insurers.

Attorneys disagree, though, over
whether the ruling will benefit poli-
cyholders or insurers in the long run.

The 1991 D&0 liability policy in the case
involves coverage that is narrower than that pro-
vided under policies written since 1995. Before
1995, when D&0 insurers lost a string of high-
profile coverage disputes, directors and officers li-
ability policies did not cover corporate entities for
their D&0 liabilities. As a result, insurers at-
tempted to reduce executives' indemnification by
a portion of the loss for which the executives' cor-
porate entities were liable.

The underlying loss in the 6th Circuit case also

was not subject to a 1995 federal law that elimi-
nated joint and several liability in many types of
securities lawsuits unless the defendants know-

ingly violated securities laws.
The case centers on a one-year D&0 policy that

Toledo, Ohio-based Owens Corning purchased in
March 1991 from National Union Fire Insurance

Co. of Pittsburgh, Pa., a subsidiary
of New York-based American Inter-

national Group Inc.
In October 1991, some Owens

Corning shareholders charged in a
class-action lawsuit that the compa-
ny and six directors and officers had
misled investors since 1988 about

the company's future financial expo-
sure to asbestos claims.

National Union refused to defend and indemnify
the executives, who settled the shareholders' suit
in 1995 for nearly $10 million.

A few months later, Owens Corning, which in-
demnified the executives, sued National Union in
federal court in Toledo. The case has since moved

between a district court and the 6th Circuit.

On July 5, the 6th Circuit panel upheld the dis-
trict court's 1999 ruling that Owens Corning,

See 0&0 on page 11

Bill would expand, extend '96 law

Mental health parity mandate
By JERRY GEISEL

WASHINGTON-Legislation
that would require most em-
ployers to offer the same cover-
age in their health care plans for
mental disorders as they provide
for other physical ailments is
headed to the Senate floor.

Last week, the Senate Health,
Education and Pensions Com-

mittee, on a 21-0 vote, approved
the mental health care benefits

parity measure, which would
expand a soon-to-expire 1996
federal law. Washington ob-
servers say the overwhelming
vote virtually assures the mea-
sure's ultimate passage in

Con*ess.
Tne measure "really ends the

discrimination. We should treat

this illness as any other illness,"
said Sen. Paul Wellstone, D-
Minn. Sen. Wellstone and Sen.

Pete Domenici, R-N.M., along

03

with another six Republicans
and five Democrats, were origi-
nal co-sponsors of the bill; as of
late last week, more than 50
senators had become co-spon-
sors.

The 1996 law, which expires
on Sept. 30, already bars em-
ployers from imposing discrimi-
natory annual and lifetime dol-
lar limits for mental disorders.

But the law still permits em-
ployers to provide less generous
benefits for mental health care

services than for other physical
illnesses by such practices as
capping the number of visits to
therapists and clinics or requir-
ing higher deductibles or copay-
ments for mental health care.

For example, the 1996 law
permits an employer to cap the
number of annual visits to a

psychiatrist at 20 per year and
to require a beneficiary to pay
50% of a therapist's charges for
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a session, while imposing no
such comparable limits for visits
to doctors for the treatment of

other physical problems.
"We very much need a full-

parity law," said Russ Newman,
the executive director of the

professional practice directorate
of the American Psychological
Assn. in Washington.

The Domenici-Wellstone leg-
islation, S. 543, would do just
that. Under the legislation,
know>n as the Mental Health Eq-
uitable Treatment Act of 2001,
the coverage provided by a
group health care plan for men-
tal health benefits and for medi-

cal and surgical benefits would
have to be equal. Similarly, an
employer could not limit the
number of inpatient days or
outpatient visits for the treat-
ment of mental disorders if it

did not impose the same limits
See Parity on page 22
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UPDATES-
Insurers' asbestos exposure

may be overstated: S&P
NEW YORK-The recent surge of new as-

bestos claims may hurt insurers less than
some analysts have predicted, though the
losses will amount to $20 billion or more

and will lead to some insurer rating down-
grades, says Standard & Poor's Corp.

The study was released one day before in-
surers CNA Financial Corp. and American
Financial Group Inc. revealed expanded as-

See Updates on nezt page
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Rep. Charles Nonwood, R-Ga., and President Bush announce a corn-
promise on liability provisions inthe House patient protection bill.

Compromise
on liability

advances bill
By MARK A. HOFMANN

WASHINGTON-Although
a patient protection bill
passed last week by the
House of Representatives
would not expand liability
for health care coverage deci-
sions as much as its Senate

counterpart would, the mea-
sure still goes too far for the
liking of many employers.

The vote came Thursday
night after President Bush
and Rep. Charles Norwood,
R-Ga. a retired dentist who

has been pushing a patients'
bill of rights for six years
announced that they had
reached agreement on how
far to expand the liability of
health care plans and, in
some cases, the employers
that sponsor them for cov-
erage decisions. That com-
promise was offered as an

New coverage for
teachers killed on

the job page 3

amendment to H.R. 2563, the
Bipartisan Patient Protection
Act, and the final version of
the bill won House approval
by a 226-203 vote.

But the patient protection
controversy does not end
with the House vote. House

and Senate leaders must ap-
point a conference committee
to work out differences be-

tween each chamber's mea-

sure. The result could be an

inversion of what happened
in 1999, when the Senate ap-
proved a measure that did
not expand plan or employer
liability and the House ap-
proved a much broader bill.
Conferees could not agree on
a compromise, and the mea-
sure died.

The Senate and House mea-

sures do have some elements

in common. For example,
See Rights on page 21
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tomized benefits information, provider di- agement practices by failing to properly• Workers compensation insurers could Continued fromprevious page

face greater liability for bad faith bestos liabilities, which prompted SMP to rectories, health plan accreditation statis- oversee its activities," auditors found In
place its ratings for both companies under ties and tips for self-care on specific illness- one instance, the CLO spent at least $6following a California court decision

es and conditions million of insurer money on a claims pro
involving an insurer's reserving review The rating agency's report stated
practices PAGE 4 that property/casualty insurers' exposure Quality Compass cessing system that does not meet the

to new asbestos liabilities has been overes- NCQA was developed to CLO's needs, the report says. Aud
timated, in part because of the nature of provide comprehen- also criticized the CLO's investment dicr
the new claims, Many of the new cla,mants sive information about health plan quality sions and its procedure for awarding con
rnay have been exposed to asbestos but and performance. For example, this year's tracts to outside service providers. In 075;• A new bill in the House of « edition-the sixth produced by the case, it overpaid a contractor by $43,000,have not yet become ill, and since the va-

Representatives would make clear that lidity of these claims has yet to be estab- NCQA-features perforrnance data such the report notes The report also points out
federal age discrimination law does not lished, (S&P) believes the current loss esti as immunization and mammography rates that other audits in 1994 and 1996 camr
bar employers from offering less- mates might be overstated," the New and satisfaction survey results from 273 to Similar conclusions, but steps were not
generous health care benefits to York-based rating agency said Although health plans that collectively cover about taken to make improvements The audit
Medicare-eligible retirees than they give industry analysts-including A.M. Best 63 3 million people It also Includes plan- report can be found at www bsa.gov.ca.
to younger retirees. PAGE 6 Co -have estimated that insurers are un- specific data on health plan performance in

derreserved by $20 billion to $40 billion controlling high blood pressure, chlamydia  CLEANUP COST CAP Chubb Corp has m
for asbestos losses, SdiP predicts the short. screening, and the use of appropriate medi- troduced an environmental remediation
fall will likely be at the lower end of that cations for people with asthma For more cost-cap coverage that offers up to $100

• The Equal Employment Opportunity range. The industry will probably boost its information or to view a derno of Health- million in lirnits The policy Will COVe
Commission has wisely stopped asbestos reserves by $5 billion to $10 bil_ Choices HP, visit www.ncqa.org cleanup costs that ex

ceed a self-insured reZNg tellinro;ial Ere County lion this year and will still maintain strong

permanent its moratorium on that policy,

levels of capital and financial flexibility, h CAT RISK SECURITIZATION Zurich Finan-
S&P said. Some insurers will hape to make cial Services Group Inc has completed a is set at 10% above esti

employers. The agency now must make large reserve additions, and their exposure nearly $161 9 million risk-linked securities

tention, which typically

mated cleanup costs

could result in rating downgrades S&P deal, providing the company with protec- The coverage is aimed
this week's editorial says. PAGE 8.

said, though, that it expects the number of tion against U S hurricane and earthquake CHUBB at potentially responsi
exposures and European ble parties of Superfundsuch insurers to be small and that they will

likely be able to handle the losses Chica-
go-based CNA last week boosted its re-

@ windstorm losses The sites, as well as owners of sites that are not
private placement went known to be contaminated, said Michael J
through Switzerland- Murphy, president of the New York-basedserves by $778 million for asbestos, envi-ronmental and mass tort claims, which ZURICH based Zurich Financial Environmental Solutions division 01

 South -\- contributed to a first-half loss of $1.47 bib Services' Zurich Re unit Chubb Financial Solutions Inc. The cover

\ America / lion Cincinnati-based American Financial Trinom Ltd., a Bermuda-based special- age could be used to help settle cleanup

J Group said it was reviewing the adequacy purpose company, issued the securities, disputes and to facilitate mergers and ac
of its reserves for asbestos liabilities after which include both notes and preference quisitions involving environmental cleanup
seeing a surge in claims shares and which have an initial maturity liabilities, Mr. Murphy said

Chile I . of three years The coverage backed by the
V r------------=ZZ7",v securities is based on modeled losses on a 4 BRIEFLY NOTED Teresa L. Pahl has beenl4 3Bf#untl' 'il#*,f . notional Zurich Re portfolio, structured to named chief executive officer of e-Nable

match a specific book of the company's Corp, a Westwood, Mass -based Internet-
& iii„: 1 East Coast hurricane, California earth- based insurance solutions provider Previ-2,#s:ss•. 4-3:-- If /7- ut,1, quake and European Wtndstorm expo- ously, Ms. Pahl was president and CEO of

9 / 1 -<FI 1.'11, -re. sures Zurich Re was responsible for struc- Incent Inc , a technology provider to the fi
., turing the deal and managing the project, nancial services industry Prior to joining In

• Risk managers in Chile have launched
1

,4 with Morgan Stanley and Aon Capital cent in 2000, Ms Pahl was an executive vp
a new professional organization, the 1' - Markets serving as lead underwriters Ap- for Aon Corp in Chicago....The Senate
Asociacion Chilena de Administradores phed Insurance Research Inc. provided the Commerce Committee Thursday relected
de Riesgos y Seguros. PAGE 17 r&945*L_2 1 14 risk modeling and risk analysis on the deal. Mary Gall, President Bush's nominee tc

PHOTO AP/WIDE WORLD head the Consumer Product Safety Com-

General Electric Co. will spend hundreds of I'CATCH-UP' GUIDANCE The Treasury De- mission, on a party-line vote. Ms Gall, a
millions of dollars to dredge part of the Hud- partment expects to publish guidance next current CPSC member, had come under fire

• A plan to overhaul U.K. company law son River under an EPA cleanup order. month to help employers comply with a from consumer groups for allegedly follow-
that would increase public scrutiny of key but loosely written provision in the ing an overly pro-business regulatory phi-
companies Is raising some concerns for new tax law that will allow older employ- losophy. . John Barton, chairman of the
risk managers. PAGE 17 4 HUBSON RIVER CLEANUP The Environmen. ees to make "catch-up" contributions to London-based broker Jardine Lloyd

tal Protection Agency will order General their 401(k) plans, the department's top Thompson Group P.L.C., will retire at the
Electric Co to spend hundreds of millions benefit official said last week. That is wei- end of the year Mr Barton will be replaced
of dollars to dredge a portion of the Hud- come news for employers, which have been by Chief Executive Ken Carter Steve

• A U.K. law firm is preparing five cases son River to clean up polychlorinated anxiously awatting word from federal reg- McG,11, currently JLT's deputy chief execu-
against airlines on behalf of individuals biphenyls, or PCBs, legally dumped in the ulators on when guidance on catch-up con- tive, will succeed Mr Carter as chief execu
who claim to have suffered a circulatory nver during a 30-year period that ended,n tributions would be coming and how ex- tive ..The Parts-based Organization for
condition stemming from long-distance 1977 The EPA began circulating a draft tensive that guidance would be Under the Economic Cooperation and Development
flights. PAGE 17 proposal for the dredging, which could in- new tax law, employees age 50 and older did not publish on July 31 its hst of uncoop

volve digging up as many as 2.65 million will be able, starting next year, to make an erative tax havens, as was planned. The
cubic yards of material. Ever. before the additional $1,000 in catch-up contribu- OECD said the publication date has been

BEPARTMENTS - EPA made the decision official, GE said in tions to 401(k) plans That amount will pushed back because negotiations are con
a statement it was "disappointed' in the rise in annual $1,000 increments until the tinuing with some of the 35 jurisdictions it
decision to dredge, which it predicted maximum annual catch-up contribution identified last June as having "harmful" tax

Advertiser Index.. 22 would "cause more harm than good." GE reaches $5,000 in 2006 But employers practices The report will likely be published
Ask a Casualty Actuary 12 has already spent about $200 million in and plan administrators have raised nu- on Nov 30, according to the OECD. .Act
Class,fieds 18 "research and restoration" of the river merous questions about the provision's im- ing New Jersey Gov Donald Difrancesco
Commentary 21 over the past 20 years, which has led to plementation. Guidance, for example, is signed a bill Monday giving state residents
Global Briefs 17 what it called a "remarkable improve- needed on whether an employee can make the right to sue health maintenance organt-
Insurance Services Guide 16 ment" to the waterway GE sued the EPA the catch-up contribution at any time dur- zations for medical malpractice New Jersey
International 17 last November over the constitutionality of ing the plan year in which he or she turns is the 10th state to enact such a law, and
Legal Briefs 14 a portion of the law that establishea the SO or only after the employee turns 50. several dozen more are considering similar
Letters 8 Superfund program (BI, Dec. 18, 2000). legislation Carol Barton has been prmor
Opinions 8 That lawsuit was filed only days before the h LIOUIDATION AGENCY REPORT Poor man- ed to senior vp of commercial lines at Facto-
Ticker

I . 23 EPA announced preliminary plans to force agement and inadequate oversight plague ry Mutual Insurance Co. Previously, Ms
GE to pay for the dredging California's Conservation and Liquidation Barton was vp of commercial property at

Otfice, according to a report by the state's the Johnston, R I -based highly protected
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Teacher's murder a catalyst for coverage

.

PHOTO: GETTY

Nathaniel Brazill demonstrates during his murder trial how he held
the gun used to fatally shoot his teacher, Barry Grunow, in 2000.

By SALLY ROBERTS

Following several school

shootings around the country,
the National Education Assn.,

the nation's largest teacher
union, and the state of Florida

are offering insurance benefits
to the survivors of teachers who

are killed on the job.
The Washington-based NEA

announced in July that it added
a special "unlawful homicide"
provision to the existing acci-
dental death and dismember-

ment benefit that it has offered

NEA members since the 1980s.

Under the new provision, if an
eligible member becomes a vic-
tim of homicide in the course of

his or her employment, the poli-
cy payout increases to $150,000

Chapter 11 hits risk exec
Owens Corning manager describes increased challenges

By RODD ZOLKOS

CHICAGO-Managing a com-
pany's risks is challenging in the
best of times. When that,compa-
ny :s in financial distress, the
task becomes even more daunt-

ing for its risk manager, who as-
sumes additional roles.

D.scussing his experiences
with his company's reorganiza-
tior under Chapter 11 federal

bankruptcy protection, Ray-
mond Bennett of Toledc,, Ohio-

based Owens Corning noted that
the Dompany's financial position
affected its risk management
program in several ways

Mr. Bennett, global risk man-
age at Owens Corning, dis-
cussed "Managing Risk in the
Context of Distress" lass month

at the Third Annual Global Risk

Management Summit in Chica-

go.

Faced with an overwhelming
volume of asbestos-related lia-

bilizy claims, Owens Corning

filed for Chapter 11 protection
last October.

Mr. Bennett said that among
the consequences of the filing
was an audit of Owens Carn-

ing s risk management program.
The bankruptcy filing also af-
fected claims filings and pay-
ment obligations, as well as the
continuity of the overall pro-
gram, he said.

"The auditing of the risk man-
agement program was actually a
pretty enlightening exercise,"
Mr. Bennett said.

That audit included an exami-

nation of complete copies of all
current Owens Coming insur·-
ance policies and of summaries
of all policies for the prior 10
years. Ultimately, Mr. Bennets
said, the audit concluded that

the company's program Fas
"world class."

The Chapter 11 filing also ere-
ated additional administrative

chores for the risk management
department. Owens Corning had

to send notices about the filing
to all of its claimants, including
those with workers compensa-
tion, automobile liability and
general liability claims, Mr.
Bennett noted.

Mr. Bennett said that main-

taining ongoing risk manage-
ment efforts during this time
also is important for the compa-
ny. "One of the things we didn't
want to do was stop work and

just work on Chapter 11." In-
stead, the risk management de-
partment continued to stress the
maintenance of its existing rela-
tionships and to set new goals
for itself.

One key goal this year has
been to prevent incurring any
additional costs of risk. Mr.

Bennett noted that there are

several big barriers to achieving
that goal.

One obstacle is that the Chap-
ter 11 filing eliminated the com-
pany's access to some insurance

See DiStreSS on page 19

40 speakers slated for B/ event

Forum to tackle work comp topics
By MEG FLETCHER create new liabilities for employers.

Conference topics were chosen and developed
SAN DIEGO-Sharing innovative ideas to bet- with the help of nearly two dozen members of an

ter zontrol workers compensation and disability advisory board, which is chaired by Jeffrey W.
management costs is all the more important to Pettegrew, vp-insurance and risk management at
employers as market conditions harden, according Westaff in Walnut Creek, Calif.

to presenters of the upcoming Business Preceding the formal conference is an
Insurance Workers Compensation & ¥'',,1 annual Employers' Private

Disability Management Conference. , A Roundtable, a popular event at
The 40 conference speakers-a 1 4 which employer representatives

diverse group of leading risk and - THE \INTH ANNUAL - can candidly discuss pressing
disability benefits managers,    . --- 4 problems and seek advice from
loss control specialists, actuar- ,"im./.-RE their colleagues. Moderating
ies, attorneys and consultants the roundtable will be Kathryn* insurance

J. Mcintyre, vp/publishing di-from private industry :s well
as the Occupational Saf€ty and WORKERS COMPENSATION rector of Business Insurance.

Health Administration-will  AND ' She co-chairs the conference
share their insights and sugges- DISABILITY MANAGEMENT

along with Martin J. Ross III,
tions about how employers can p

CONFERENCE
k Brs vp/publisher, and Meg

better survive this challenging ' A * Fletcher, a senior editor.
time. * 6 The conference is presented with

The ninth annual event, which is pre- assistance from IBF President and Chief

sen:ed in conjunction with International Executive Officer Alexandra Scott and IBF

Business Forum of Rockville Centre, N.Y., will be Vp Jennifer Fauci.
held Oct. 22-24 at the Coronado Island Marriott The interactive spirit of the roundtable is en-
Resirt in San Diego. couraged thrcughout the conference, as attendees

The conference also will present an extensive are invitec to ask questions and seek advice on
update on legislative and legal trends that may See ConferenCe on page 23

from $50,000.

Also in July, the Florida Leg-
islature enacted a law that will

provide, among other benefits,
$75,000 to the beneficiary or
heirs of a teacher or administra-

tor who is killed while on the

job. Although the law says the
program will be funded from
the state's general revenue fund,
there is some uncertainty as to
how the money would be paid
out.

That law is memorialized as

the "Barry Grunow Act." Mr.
Grunow, a teacher at Lake
Worth Middle School in Lake

Worth, Fla., was shot and killed

by 13-year-old student

Nathaniel Brazill on the last day
of classes in 2000. Mr. Brazill

was sentenced late last month to

28 years in prison for the mur-
der.

Industry executives familiar
with "homicide insurance" say
that the recent actions taken by
the NEA and the state of Florida

are positive in light of all-too-
familiar incidents of school vio-

lence around the country. They
point out, though, that while the
possibility of a teacher or ad-
ministrator being shot and
killed at school is real, it re-

mains highly unlikely.
But individual school districts

are beginning to look into the
purchase of homicide insurance
for teachers and administrators

as an additional benefit on top
of those offered by the union
and, in the case of Florida, the

See Homicide on page 23

Great expectations
Lincoln Re is expected to boost Swiss Re's already
growing life/health reinsurance premiums
(in billions of Swiss francs)

..
1995 1996 1997

'Pro forma
Source: Swiss Relnsurance Co.

1998 1999 2000 2000 with

Lincoln Re*
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Lincoln Re buy
would boost scale
of Swiss Re book
By EDWIN UNSWORTH

and RODD ZOLKOS

ZURICH, Switzerland-

Swiss Reinsurance Co. stands

to strengthen its position in
the U.S. life/health reinsur-
ance sector and to further di-

versify its portfolio with its
proposed acquisition of Lin-
coin Re.

Zurich, Switzerland-based

Swiss Re is paying Lincoln
National Corp. $2 billion for
its Fort Wayne, Ind.-based
Lincoln Re unit. Lincoln Re,

which had a premium volume
of $1.45 billion in 2000, is the
second-largest U.S. life rein-
surer, with an 11 % market

share. The merger, expected
to close by the fourth quar-
ter, will boost Swiss Re's lead
in the U.S. life sector by in-
creasing its share of the mar-
ket to 29% from 18%, Swiss
Re said.

Jacques E. Dubois, deputy
chief executive officer of

Swiss Re's life and health di-

vision and chairman of Stam-

ford, Conn.-based Swiss Re

Life & Health America Inc.,
with which Lincoln Re will

be merged, said clients will
benefit from the increased

"capital and knowledge" in
the enlarged unit.

Lincoln Re, Mr. Dubois ex-

plained, will lend its exper-
tise with regard to factors
crucial to life and health

business, such as mortality
and longevity.

In addition, he pointed out,
there is little overlap in the
connpanies' major client
bases. And Swiss Re, he not-

ed, is underrepresented in the
U.S. life market, which the

purchase of Lincoln Re will
correct.

Steven Bolland, senior vp
at reinsurance intermediary
Gill & Roeser Inc. in New

York, said the obvious ratio-
nale behind the takeover is to

enable Swiss Re to diversify
its reinsurance book.

"There's only so much
property and casualty you
can write before you start
getting into conflicts with

See Swiss Re on page 22



4/August £2001.Business /nsurance .

Court upholds bad faith claim over reserving
By ROBERTO CENICEROS

LOS ANGELES-Workers

compensation insurers could
face expanded liability for bad
faith following a recent Califor-
nia appeals court decision that
upheld the damages awarded to
a policyholder that challenged
its insurer's reserving practices.

The dispute arises from a law-
suit alleging that, in the late
1980s, Republic Indemnity Co.
of America improperly set
claims reserves for the plaintiff
policyholder and mishandled its
claims to avoid paying divi-
dends to the policyholder.

Republic, which plans to ap-

peal the decision to the state
Supreme Court, contends that
not only did it do nothing wrong
but also that juries need more
guidance when deciding cases
involving complex issues such
as reserving.

The California Workers Com-

pensation Institute, an insurer-
supported research organization
that filed an amicus brief in

support of Republic, agrees. The
institute warns that allowing
policyholders to bring such dis-
putes in court, rather than re-
solving them through regulatory
channels, could drive up work-
ers comp premiums.

The July 23 decision by the

Second Appellate District of the
California Court of Appeal up-
holds a 1999 jury award to
Lance Camper Manufacturing
Corp. The jury awarded $6.3
million-including $4.6 million
in punitive damages-for bad
faith and breach of contract by
Republic.

The Lancaster, Calif.-based
manufacturer of camper tops for
pickup trucks purchased work-
ers comp coverage from Repub-
lie for three and one-half years,
beginning Sept. 5, 1986. In its
lawsuit, Lance Camper charged
that Republic improperly over-
reserved for Lance Camper's
claims, which drove up its pre-

Responsive service. Regional expertise.
National resources. Pick any three.

Lincoln

Financial Group
has formed one talented

employer stop-loss affiliate.

What does a championship driver
need in a pit crew? Resourcefulness.
Experience. Responsiveness. In
other words, the same qualities
you would love to have in a
stop-loss insurance providen
The resources of a national

company. The experience of
being an early entrant to the
employer stop-loss market.
And the responsiveness
that can only come from
a thorough understanding
of the regulations and local
needs of your region.

In Abraham

Lincoln's day,

stovepipe hats

were worn not

just on special

occasions but

for everyday use.

Introducing Lincoln Re Risk

Management Services, Inc.
(Lincoln Re Risk Management).

We created Lincoln Re Risk

Management by combining the
resources of a steadfast

carrier with vast

underwriting experience
- and advanced industry
, technology. This powerful

combination has united

financial strength,
employer stop-loss
insurance expertise and
regional focus in one
convenient source.

Lincoln Financial Group is the marketing name of Lincoln National Corporation
and its affiliates.

The excess loss insurance policy is issued by Lincoln National Reassurance
Company in Washington and Lincoln National Health and Casualty Insurance
Company (LNH&C) in all other states upon approval. LNH&C is a separate
entity and js responsible for its financial condition and contractual obligations.

Lincoln Re Risk Management Services, Inc. does business as Underwriters &
Management Services, Inc. in AR; as Underwriters & Management Insirance
SerVices, Inc. in CA; and as UMS in NV
Form # RACEAD 7/01

miums and reduced its divi-

dends.

The policyholder charged that
claims reserve changes often
were made just before dividend
calculation dates to preclude the
payment of dividends. In other
instances, they charge, the
changes took place weeks or
months after the scheduled divi-

dend calculation date.

According to the appellate de-
cision, in one such instance a

Republic claims manager in-
creased reserves to $104,000
from $33,000 for a claim. The
increase not only exceeded the
manager's authority to increase
case reserves but also occurred

That's a tall order.

As employees of the Lincoln
family, our marketing managers
and underwriters are empowered
to quickly make underwriting
decisions on behalf of the carrier.

And because our carriers are sister

Lincoln companies, our regional
offices have direct access to

resources that can help your
clients make the best product
and medical insurance decisions.

Giving self insurers
the power to succeed.

Sel f insurance can be risky business.
Working with an inexperienced
underwriter and an uncommitted

carrier can be detrimental. Lincoln

Re Risk Management offers the
stability and products your clients
want and the service you both deserve.

THE POWER TO PROSPER:

Lincoln Re

RiskA/Ianagement
A member of Lincoln Financial Group•

www.LincolnRe.com

© 2001 Lincoln National Reassurance Co. All rights reserved.

just days after a scheduled divi-
dend calculation date. That re-

serve increase resulted in the

cancellation of a "substantial"

dividend check, Lance Camper
charged. The cancellation can*L
after Republic had already au-
thorized a broker to notify
Lance Camper that the cheA
would be available, and Repub-
lie had to void a check that had

already been prepared.
The decision also said that re-

serves for settled claims often

"were not promptly addressed
and conveniently lingered until
after the dividend calculation

date." Republic's overreserving
cost Lance Camper $636,000 in
lost dividends and $51,000 in in-

creased premiums, according to
the policyholder's lawsuit.

Lance Camper also charged
that Republic improperly
charged hidden fees for some
claims. The court found that Re-

public had a practice, undis-
closed to policyholders, of
adding a $2,500 expense charge
for each claim that remained

open after a policy period ex-
pired. The amount was then
multiplied by a "loss conversion
factor."

According to the decision of
the appeals court, the insurer
had no written procedure or
"set policy" for setting reserve
amounts.

While Republic's board of di.
rectors had responsibility for
making decisions regarding pol-
icyholder dividend paymentsi
the minutes of the board's meetu

ings revealed that it never dis4
cussed the issue; instead, ac-

cording to court papers, senior
staff made the dividend deci-

sions.

"Basically, they ignored their
corporate bylaws," said Howard
M. Jaffe, a partner at Mahoney<
Coppenrath & Jaffe in Los An-
geles who represented Lance
Camper.

Encino, Calif.-based Republic
Indemnity, a unit of American
Financial Group Inc., disputes
many of the court's findings,
The appeals court uncritically
accepted the plaintiff's allega-
tions but did not fully appreci-
ate the insurer's arguments, said

Laurel Thurston, Republic's ses
nior counsel.

Republic plans to appeal the
ruling to the California

Supreme Court, Ms. Thurston
said.

In doing so, she said, Republic
also will ask the Supreme Court
to establish a standard for juries

See Bad faith on page 15

ERRORS & OMISSIONS
• Due to an editing error, a

story in the July 30 issue at4
tributed information on the sur:.

vival ratio of Equitas Ltd. to a
statement from Lloyd's of Lon-
don. The information came from

Equitas.
• Due to an editing error, the

directory listing for BB&T In-
surance Services Inc. in the July

16 issue misspelled the names 01
Walter S. Robertson III, BB&T's
chief insurance sales and mar-

keting executive officer; and
David M. Pruett, chief adminis-
trative officer.
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Bill targets Erie County case
Bill would limit employer liability for reti ree benefit variances

By JERRY GEISEL

WASHINGTON-Employers
could provide less-generous health
care benefits to Medicare-eligible
retirees than they give younger re-
tirees without running afoul of fed-
eral age discrimination law, under
newly introduced federal legislation.

The measure, H.R. 2558, intro-

duced byRep. Thomas Petri, R-Wis.,
would make clear that employers
would not violate the Age Discrimi-
nation in Employment Act if they
were to reduce or eliminate health

care coverage for retired workers
when those individuals become eli-

gible for Medicare at age 65. Em-
players would be safe cutting those
benefits even if they continued to
provide coverage to younger re-
tires.

The Pet'i bill effectively would
overturn the August 2000 federal
appeals court decision in Erie Coun-
ty Retirees Asm. et al. us. County of
Erie, Pa, et al.-a decision that sent

shock waves through the employer
community by expanding the
ADEA to cover retirees as well as

active employees. In the Erie County
decision, the 3rd U.S. Circuit Court

of Appeals ruled that the ADEA re-
quires employers to compare health
care benefits provided to retirees
under the age 65 to those afforded
Medicare-eligible retirees.

As a result of the 3rd Circuit rul-

ing, to prove that its health care pro-
gram is not discriminatory, an em-
ployer would have to show either
that the benefits provided to older
and younger retirees were equal or
that the costs to provide the benefits
are equal (BI, Aug. 14, 2000).

Many employers' plans currently
do not meet either test. Some em-

ployers, because of the availability
of Medicare, drop coverage when re-
tirees turn 65, while others offer
lesser benefits to older retirees.

After the ruling, the Equal Em-
ployment Opportunity Commission,
the federal agency that enforces
ADEA, incorporated the decision in
its compliance manual. The EEOC

then filed discrimination charges
against several employers, mainly
school districts in Wisconsin.

But in the wake of pressure from
employers and organized labor, the
EEOC has dropped those charges
and is reviewing its enforcement
policy on retiree health care plans
(BI, July 30). The EEOC says it will
not file any more charges against
employers while it conducts its poli-
cy review.

Although the EEOC's decision to
review its policy is welcome, it does
not resolve the problem created
by the appeals court ruling, a
spokesman for Rep. Petri said.

Employers still could be exposed

to suits filed by individual retirees,
the spokesman said.

A legislative solution still is need-
ed, the spokesman said. Wisconsin
school boards sought Rep. Petri's as-
sistance, the spokesman noted.

Othens concur that federal legisla-
tion may be needed to address the
issue.

Referring to the EEOC's authority
in working with the ADEA, employ-
er attorney Nancy Ross, a partner
with MeDermott, Will & Emery in

Chicago, said, "Regulators are not
empowered to make law, only to ex-
ecute and implement it."

Some benefit experts concede that
while Congress may not have in-
tended for ADEA to apply to retiree
health care plans, the statute may do
just that because of imprecise lan-
guage.

Other benefit experts, however,
hope the matter can be resolved
without legislation. "We would pre-
fer to deal with this as a regulatory
issue," said Mark Ugoretz, president
of the ERISA Industry Committee, a
Washington-based benefits lobby-
ing group representing large em-
ployers.

In alllikelihood, Congress will not
act on the Petri measure while the

EEOC is reviewing its policy, said
Frank McArdle, a consultant with
Hewitt Associates L.L.C. in Wash-

ington.
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Cou rt questions
racial assumptions

By JUDY GREENWALD

SAN FRANCISCO-An

Arizona police department
may have been guilty of dis-
crimination when it incor-

rectly assumed a missing auto
accident victim was a Native

American and then allegedly
launched an ineffectual

search for him.

A 9th U.S. Circuit Court of

Appeals panel ruled 3-0 on
July 26 that while the victim

was Caucasian, the city of
Page and its police depart-
ment may have violated his

constitutional equal protec-
tion rights after he apparent-
ly stumbled away from the
scene of an auto accident and

perished in the desert.
The victim, Burton Walter

Amos, was driving from
Glendale, Ariz., near Phoenix
to visit his father in Salt Lake

City in October 1996 when his
car crossed the center line of

a highway near Page in
northern Arizona. The car

collided with an oncoming
vehicle.

Police officers found blood

in Mr. Amos' car and a set of

tracks leading into the desert.
The tracks indicated that the

person who made them was
"running or jogging, stum-
bling and kneeling, and going
in circles," according to the
decision.

Mr. Amos may have fallen

asleep while driving and then
left the car in confusion after

the accident to seek help, said
Jamie McAlister, the Phoenix
attorney who represents Mr.
Amos' estate.

The police cut short their
search, though, when their
flashlights lost power and a
police helicopter pilot became
concerned about flying
around nearby power lines.

The search resumed more

than a month later and only
after Mr. Amos' father con-

taeted Page police about his
son's whereabouts.

European tourists visiting
the area found the victim's

remains three years later.
Page's city attorney later

told an attorney for the elder
Mr. Amos that Page police

See Court on page 21

Wozil (*ti,4 992Wn
9109*mba.72 10 14.2001

9¢19 91,tioadl %3022 5 3>4. Odiat *deA ¢Qdia. 96*1444

PRELIMINARY SCHEDULE SUMMARY

Monday, November 12

Golf Tournament and Golfer's Luncheon

Conference Registration

The Benchmark Course/Captive Developments
ot New Ideas Roundtable

Welcome Reception with Exhibitors

Tuesday, November 13

Continental Breakfast

Keynote Address: Betting on the Future
with David Hale, Chief Global Economisl,

Zurich Financial Services, Inc., Chicago

Employee Benefits 01 Investments

Buffet Luncheon

Healthcare ot E-Commerce

Rent-a-Captives ot Capital (In)Adequacy
Dinner and Entertainment

Wednesday, November 14

Continental Breakfast

Captive Case Studies

Reinsurance oiFinancing Business Risks

Buffet luncheon

2001 WORLD CAPTIVE FORUM FEES

$2,750.00

$750.00

$975.00

$1.250.00

$150.00

$200.00

Exhibit Booth (Includes Booth
Space and lst Exhibitor Registration)

2nd and 3rd Exhibitor Regisfration

Risk Manager Registration

Non-Risk Manager Registration

Spouse/Guest Registration

Golf Tournament Fee

INTERESTED IN SPONSORSHIP

AND EXHIBIT OPPORTUNITIES?

Contact the World Captive Forum office:

4248 Park Glen Road, Minneapolis, MN 55416
Phone: 952.928.4659 Fax: 952.929.1318

For a complete brochure and registration materials,

please visit:

- captive.com/Captiveforum

Spe* Cimaut to 66 9iat 300 92418ttants



•-1

i2

Carry all

Most health plans are made up of disparate pieces from multiple vendors. And that not only makes things

more complicated, it makes things more expensive. But there is a more effective option. A health plan

offering with one national network, one integrated system and services that deliver savings, efficiencies and

choice. First Health. If your company is looking to carve out unnecessary costs, it's the only tool you need.

0 First Health®
v Making health care as simple as 1 7 0SM



8 /August 6.2001. Business insurance

OPINIONS

Keep bad policy on hold
S

HOULD FEDERAL REGULATORS set nation-

al enforcement policy that affects all retiree

health care plans on the basis of a federal appeals
court decision that flies in the face of congressional in-
tent?

Common sense would dictate no, but that is exactly
what the Equal Employment Opportunity Commission,
the federal agency charged with enforcing the Age Dis-
crimination in Employment Act, did last year. Fortu-
nately for employers, though, the EEOC is reconsider-
ing its move and has put its policy on hold and dropped
enforcement actions begun against several employers.

We hope that the EEOC, after a careful review, will

make permanent its suspension of enforcement of the
new policy, to the relief of employers that commonly of-
fer benefit levels to retirees that differ in accordance

with an individual retiree's eligibility for Medicare ben-
efits. If the EEOC does not, then Congress must step in
with legislation that explicitly permits employers to
take Medicare into account when providing benefits to
older retirees.

This problem has its origins in a controversial ruling
last year by the 3rd U.S. Circuit Court of Appeals in
Erie County Retirees Assn. et at. us. County of Ene, Pa.,
which held that the ADEA permits lawsuits against
employers for alleged age discrimination in connection
with retiree health care plans. That ruling stunned the
benefits community, which had been operating under
the assumption that while the equity requirements of
the ADEA must be met when providing benefits to
younger and older active employees, they do not apply

to the benefits offered under retiree health care plans.
Even more stunning, though, is that federal regula-

tons promptly incorporated this decision into their en-
forcernent policy.

Two months after the Erie County decision, the
EEOC revised its compliance manual to say that it

would consider it an ADEA violation for an employer
either to spend amounts for the health care coverage for
a Medicare-eligible retiree and a younger retiree that
are not equal or to provide the two with unequal bene-
fits.

Putting the new language in its compliance manual
was more than an academic exercise, though. The
EEOC soon began to investigate and charge employ-
ers--initially several Wisconsin public school districts

whose health care plans offered lesser benefits to Medi-
care-eligible retirees-with age discrimination.

But now the EEOC has backed off, much to the relief

of employers across the country. As we recently report-
ed, the EEOC will drop its charges against employers

whose health care plans ran afoul of the appeals court
ruling in the Erie County case. Perhaps more signifi-
cantly, the EEOC said it would review the enforcement

guidance it adopted in the wake of the court decision.
We commend the EEOC for halting its misguided ac-

ti(ms and hope that its moratorium on the enforcement

of the revised policy is made permanent. We don't know
whether the agency instituted its review because it be-

gan to question the soundness of its policy or because it

started to heed warnings that Congress might get in-
volved. Whatever the reason, the EEOC's action is ap-
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Union plans an honest alternative
To the editor: Ever since the Clinton administration told us

we could find other jobs, the attack on health insurance agents
has been relentless.

Although the great health insurance"reform" the Clintons
threatened never came to pass, state and federal mandates
have forced many health insurance companies out of the mar-

ket. Market conditions in the health insurance industry have
deteriorated to the point where choices are severely limited for
agents as well as for the American worker.
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Many health insurance agents have been forced to seek oth-
er sources of revenue. Some have gone as far as to get involved

with multilevel discount health programs and/or legal ser-
vices.

With all of this in mind, I anticipated a good response when I
e-mailed a number of health insurance agents invitations to

represent our union and present our unique and innovative
benefits to employees of businesses of all sizes.
While I received an overall favorable response, there were a
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propriate. One incongruous court decision shouldn't be

the basis of a federal agency's nationwide policy, espe-
cially when, as many benefit experts contend, congres-
sional intent dictated a diEferent interpretation.

We hope that the EEOC, during its review process,
will develop new guidance that allows an employer to
factor in Medicare coverage when meeting ADEA equi-
ty requirements in the provision of benefits to younger
and older retirees. i

The EEOC has a chance to correct its rnistaken policy
and provide common-sense guidance to employers. If it
does not, Congress should make clear that reducing ,
health care benefits for Medicare-eligible retirees is

perfectly legal.

few agents who immediately started yelling "MEWA" or
"scam" as soon astheysaw the word "union."

There have been some unions in the past that were estab-

lished for the purpose of circumventing state laws and offering
cheap health plans. Many agents gathered their sick and unin-
surable clients and put them into those plans. When those
plans failed, everybody got hurt.

Historically, though, union health and welfare plans have
provided benefits to more than one-third of America's workers
at times. In fact, there would be no health insurance industry if
labor unions had not negotiated with employers to offer such

See Letters on page 22
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Study contradicts medical mistakes death figure
By MICHAEL ROMANO

Crain News Service

A new study is touching off
renewed debate about a vexing
issue that has preoccupied the
health care community for the
past two years: the annual death
toll from medical errors in U.S.

hospitals.
But instead of continued

hand-wringing over "body
counts" from medical mistakes,

the provider community should
instead focus squarely on main-
taining its momentum in pa-
tient-safety initiatives, health
care safety experts contend.

The new study, which exam-
ined patient deaths at seven
Veterans' Affairs hospitals, sug-
gests the oft-cited medical-error
statistics in a landmark 1999 In-

stitute of Medicine Report are
"probably unreliable" and

"misleading."
The new report implies that

the number of preventable
deaths attributable to medical

errors is anywhere from 5,000 to
15,000-far below the widely
publicized 44,000 to 98,000 fig-
ures in the IOM's 1999 report
"To Err is Human," which re-
ceived so much national atten-

tion.

"The hospital field's focus all
along has been working to im-
prove patient safety," said
Carmela Coyle, senior vp for
policy at the American Hospital
Msn. "There may have been
questions about the numbers,
but the issue and the need to fo-

cus on improved patient safety
remains."

The study, which appeared in
the July 25 issue of the Journal
of the American Medical Associ-

ation, contends that medical er-

rors are to blame for only two to
three patient deaths per 10,000
hospital admissions. That's well
below previous estimates that
placed the number of patient
deaths related to medical errors

at about 15 or more per 10,000
admissions, said Dr. Rodney A.
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Hayward, director for outcomes
research at the Ann Arbor VA

Health Care System in Ann Ar-
bor, Mich., and co-author of the

JAMA study.
"We're not contradicting (re-

ports) that errors are common-
the study confirms that," Dr.
Hayward said. "(But) it suggests
that the number of deaths due to

errors, at least (those identified
through chart review) have been
overestimated."

Dr. Lucian Leape, an adjunct
professor at the Harvard School
of Public Health in Cambridge,
Mass., who helped write the
217-page IOM report, criticized
the JAMA survey, saying it was

based on an uncharacteristic

group and a tiny sample-just
111 patient deaths between
1995 and 1996.

"Most of us have stopped try-
ing to count bodies," Dr. Leape
said. <'The (IOM) report has gal-
vanized a growing effort in the
health care system to reduce
medical errors. And that job
seems to be flourishing. The an-
swer to this problem is not to
know exact numbers-it's to

know what the problems are
and how to solve them."

Dr. Richard Cook, a member
of the board of directors for the

Chicago-based National Patient
Safety Foundation, said the

commitment of his group and
others to patient safety "is not
going to be changed because of
one article or another."

"The foundation has never

been focused on trying to estab-
lish numbers-we've never

thought that was a particularly
productive way to address the
issue," he said.

Dr. Hayward's study con-
cludes that 6% of the patients
would have lived if they had re-
ceived optimal care, but that
only about one-half of one per-
cent would have lived another

three months or more in good
health.

"As a consumer, I would be
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interested in knowing what the
hospital's safety record is, and
what is the likelihood that a se-

rious error will occur," said

Janet Corrigan, director of the
board on health care services for

the IOM, "regardless whether
the life expectancy was three
months, six months or six

Copies of the July 25 report,
"Estimating Hospital Deaths
Due to Medical Errors-Pre-

ventability is in the Eye of the
Reviewer," can be ordered from
the JAMA Web site at:

http://jama. ama-aim.org/is-
sues/v286n4/toc.htmt
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which filed for reorganization under
bankruptcy law last year, did not
have to allocate any portion of its
settlement and defense costs to the

uninsured corporate entity.
The appeals court applied the so-

called "larger settlement" rule in de-
termining how to allocate liability
for the $10 million settlement. Un-

der that rule, insurers may allocate a
portion of a settlement or judgment
to uninsured defendants only if their
misdeeds inflated the settlement or

judgment.
National Union asked the court to

apply the so-called "relative expo-
sure" rule, which would have re-

quired the court to apportion a cer-
tain percentage of liability to each

iM·
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insured and uninsured defendant.

The 6th Circuit cited various court

decisions and "ambiguous" wording
in the Owens Corning policy as sup-
port for its ruling. The policy did not
state which rule would apply and
required only that the insurer and
policyholder use their "best efforts"
to reach a fair allocation.

The appeals court rejected Na-
tional Union's argument that Owens
Corning drove up the costs of the
shareholders' case by settling to
avoid bad publicity and low em-
ployee morale.

The court ruled that the motives of

the company and its executives were
identical, which means their liabili-

ties were concurrent. Other courts,

including the 9th Circuit, also have
ruled previously that insurers must
pass the "larger settlement" test and
show that defendant:s' liabilities are

not concurrent before insurers may
allocate a portion of a covered D&0
loss to uninsured parties.

In another setback for National

Union, the 6th Circuit determined

that Owens Corning complied with
Delaware statutes that govern how
a company may indemnih its exec-
utives for their D&0 liability losses
and then recove the losses from the

executives' D&0 insurer. Owens

Corning, like many other compa-
nies, is incorporated in Delaware.

National Union argued that
Owens Coming violated state
statute by presuming, without in-
vestigating, that its executives had
acted in good faith.

The court ruled that Delaware

statutes allow companies to make
such presumptions. National Union
still could have challenged whether
the executives acted in good faith

-

'. --5-2351''·955·C'-·-5-:4;Ril
: 1249229*0%/1/EY

-

TOU> Jj;v; 1

fOUR COMMI
--

TO

but did not make any specific alle-
gallon on appeal, the court noted.

Owens Corning attorney Mitchell
F. Dolin, a partner with Covington
& Burling in Washington, said the
6th Circuit "applied well-settled le-
gal principles and held the nation's
most prominent D&0 carrier to its
contractual obligations."

National Union attorney H. Fred-
erick Humbracht Jn of Boult, Cum-

mings, Conners & Berry of
Nashville, Tenn., could not be
reached.

Attorneys say that a few coverage
disputes involving pre-1995 D&0
policies are wending their way
through the courts but that the in-
fluence of the 6th Circuit's ruling
likely will not be limited to those
cases.

Insurer attorney Dan A Bailey, a
partner with Arter & Hadden L.L.P

-. . 5, -Li-L,E . ' <--,--14452--awa#&3*/J£ZE:AJP
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At PHCS, we've always been proud of the quality of our medical management services. And now we're

being recognized for it. With our recent certification from NCQA, we're the first PPO to have earned both

NCQA certification and URAC accreditation for medical management. This accomplishment underscores

our commitment to setting the quality standards for PPOs nationwide. As accreditation becomes a more critical

element in the PPO evaluation process, our high quality standards will allow you to choose PHCS with

confidence. So cal11-866-750-7427 or visit www.phcs.com todaM and
PRIVATEHEALR

see how we can put the proven quality of PHCS to work for you.
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of Columbus, Ohio, said the ruling
would be beneficial to insurers in

the long run.
In niling that the "best effort" al-

location provision in National
Union's D&0 policy was unclear,
the court suggested it would have
applied the "relative exposure" allo-
cation rule had the policy clearly im-
posed the rule, he said. For coverage
claims unrelated to underlying secu-
rities litigation, most D&0 policies
require allocations based on the
"relative exposure" test, he said.

In addition, the Private Securities

Litigation Reform Act of 1995,

in the 6th Circuit case, "eviscerates

the larger settlement rule" by re-
quiring each defendant to bear its
share of liability for a loss, Mr. Bai-
ley said.

Mr. Bailey noted that the three
federal appellate court decisions in
1995 that led the market to develop
coverage for corporate entities did
not address the ambiguous policy
language issue or the 1995 reform
act.

The 6th Circuit

Court of Appeals
'applied well-settled

legal principles and
held the nation's

mostprominent
D&0 carrier to its

contmctual obliga-
tions.'

Mitchell F. Dolin

Covington & Burling

Butpolicyholderattorney Canlyn
Rosenberg, a partne with Sachnoff
& Weaver Ltd. of Chicago, called the
decision "a very positive ruling" for
policyholders. It affirms the use of
the "larger settlement" rule for de-
termining allocations absent explicit
policy language to the contrary.

Although most D&0 policies now
provide entity coverage for securi-
ties claims, the 6th Circuit's ruling is
"still helpful, because there stll are
a variety of other claims" for which
insurers may attempt to allocate lia-
bility, Ms. Rosenberg said.

According to the "2000 D&O Lia-
bility Survey" by Tillinghast-Tow-
ers Pei'rin in Chicago, at least 24%
of D&0 rlAims last year would have
been subject to allocation.

Policies treat allocation for those

liabilitias in a variety of ways, some

berg said.
Regarding how the ruling may af-

feet cases involving policies gov-
emed by the 1995 securities reform
act, Ms. Rosenberg said that courts

policy language and other case-spe-
cific facts in each dispute. She noted
that no court "has made a hard and
fast determjnation" of how the 1995

act would affect coverage.
Another wild card for policyhold-

to reintroduce at least predeter-
mined allocations for securities-re-

lated losses (BI, July 2).

Owens Coming us. National
Union Fire Insurance Co. of Pitts-
burgh, Pa; Gth U.S. Circuit Court oj
Appeals; No. 99-4275, July 5,2001.
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Actuarial projections take long=term view
 I Why do actuades always come up with
 I such high numbers?

I am personally aware of many  situations where different consulting
 I actuaries, including myself, have

provided estimates that later proved to
be too low. This awareness makes me
less inclined to think all actuarial

projections of reserves and rates are biased on the
high side.

On the other hand, as in any profession, there is
a wide variation among actuaries in terms of the
degree of conservatism (or absence thereof) in the
projections they provide. Some have a tendency
generally to take a pessimistic view of how things
may turn out.

Your opinion could be due to a difference in
perspective between clients and consultants. A
consultant's experience is with a broad range of
clients, including those for which the ultimate
losses have turned out both higher and lower than
their projections. Clients' experiences, either good
or bad, are with their own programs.

Those with only good experience usually wonder
how the consultant could justify putting in a
provision for the possibility of bad experience,
since they haven't seen that in their own data.

 Those with bad experience are less inclined to
criticize actuaries for high projections, though they
might if they believe that one bad year of
experience was a fluke.

Many factors influence an actuary's selection of
ultimate loss numbers, and most of these tend to
push the numbers higher.

Although claims history may nor show any large
f losses in recent years, the actuary generally puts in
I a provision for a large loss or bad overall year once
' every five, 10 or 20 years or so, depending on the
I chances of a large loss occurring. Obviously, it is
, not humanly possible to pinpoint in advance which
1 year is going to develop into a particularly bad one.

Therefore, the actuary's goal is one of being correct
B over the longer term, rather than trying to pinpoint
i exact losses in advance each year. This also has the

beneficial result of smooth loss projections, rather
I than ones that bounce around substantially each
I year.

For instance, suppose claims history reflects
losses of around $2 million for each of the last five

years, with the exception of one year that had
losses of $3.5 million. For the next few years, it
would be perfectly reasonable for the actuary to
include a provision of a portion of that $1.5 million
in extra losses Isay one-fifth, or $300.000). If the
pattern stays the same, the actuarial pr(jiection
would develop downward by $300,000 for four
out of five years. However. for one out of those five
years, the projection would develop upwards by
$1.2 million. By including a provision for large
losses each year, total reserves include a cushion to

! provide for the year that develops adversely.
As touched on earlier, there is an understandable

i tendency of clients to view a large loss as a tluke. In
contrast, actuaries are likely to see that large loss as
something mole likely to happen sooner or later.
From a client perspective, future large losses may

' be viewed as being controllable-maybe there are
i plans to implement a loss control program or to

defend claims more aggressively. Thus, the chances
of large losses in the future are often viewed in an
optimistic light.

An actuary, who deals with a much larger
current database of claims, has heard these positive
forecasts repeatedly. Yet, as time goes by, the
actuary will often see large losses or adverse overall
years continue to emerge, regardless of the best
efforts of management. An actuary must use a
certain level of skepticism in evaluating
management projections, until data emerges to
support them. For this reason, an actuary will
generally be more cautious about how favorable
future loss levels might be than a claims manager or
administrator.

Until a su#icient database of
claims has built up in the claims
historr, an actuary will be reluc-
tant to give 11111 weight to the orga-
nization's data, considering it too

sparse to be an accumte predictor
Of costs.

A claims manager may be thinking, "We won't
have any claims larger than $150,000, because
that's the largest one we had in the past." One
problem with this assumption is that it ignores the
effectS of inflation. Even with the current low level

of interest and inflation rates, loss cost trends play
a major factor in the projection of future claims
severities. Beyond simple Consumer Price Index
comparisons, loss cost trends are affected by
medical inflation, changes in litigiousness, changes
in claims handling and a host of other factors.
Anytime past claims costs are analyzed in relation
to current costs, the effects of loss cost trends must
be factored in. If that $150,000 loss occurred 10
years ago, today it might be a $300,000 loss-given
7% inflation in claims costs per year.

The other problem with this thinking is that the
size of the largest claim of the recent past is subject
to tremendous variation-so that using it as a basis
for a forecast of the size of future large losses is
highly unreliable.

An organization may see a favorable trend in loss
rates emerging and want this emphasized in future
funding rate selections. The actuary, however, is
concerned that this recent trend could be merely the
result of good luck in the most recent years or
could be caused by decreases in case reserve
adequacy, more slowly emerging losses, or other
complex factors.

in addition, the provision for incurred but not
reported losses-[BNR-for the most current years
must be much larger than that for earlier years. The
observed favorable trend could be caused by
nothing more than inadequate IBNR provision for
the most recent past years. For these reasons, the
actuary generally is cautious about using newly
emerging trends heavily in the projections and may ,,
tend to take a longer term average.

Several components go into an actuary's
projections of reserves:

• Case reserves, or the total of claim-specific
reserves.

• Adverse development on case reserves.
Although most cases develop downward, a few
large claims generally turn out to be much worse
than expected. In fact, the adverse development on
these few claims often outweighs the positive
development on the rest.

• True IBNR. These are reserves for claims for

which the loss has been experienced but for one
reason or another the claim hasn't been reported
yet.

• Reopened claims. Often, an actuary will
include IBNR reserves for an older year for which
all claims have been closed. This is because for

certain lines of business, most commonly workers
compensation, it is common for claims to reopen-
sometimes years after they were originally settled.

• Unallocated loss adjustment expenses. Reserves
for the general expenses incurred during settlement
of claims, such as claims adjuster salaries, office
rent, overhead and so forth.

A risk manager's opinion regarding adequate
reserve levels or ultimate losses may have been
formed with consideration of only some of these
components, rather than of all five.

For some previous years, the client may assume
that no more loss development is possible-and
therefore that no more reserves are necessary.
However, the actuary may turn to evidence from
outside sources regarding the length of time during
which claims may continue to develop. Ignoring the
potential of old claims to develop could lead not
only to inadequate reserves but to future
inadequacy in funding rates. Assumptions
regarding additional development beyond what is
included in current data are incorporated into what
is known as a tail factor. It is not a popular concept
but one that is often appropriate.

Credibility may be a problem for organizations
with a small claims database. Until a sufficient

database of claims has built up in the claims
history, an actuary will be reluctant to give full
weight to the organization's data, considering it too
sparse to be an accurate predictor of future costs.
This is another case where the actuary will turn to
outside sources or industry data. Often, using
industry data will result in higher projected losses
than using the organization's past data. However,
this may be because the organization's losses are
simply too immature to have experienced that
inevitable large loss yet. Industry data will have the
average large loss for that type of business factored
in.

Actuarial estimates may be stated at a confidence
level well above expected. If reserves are stated at a
75% confidence level, they were provided with the
explicit goal of being high enough that they will
develop downward three times out of four. Higher
confidence levels are especially important when
evaluating self-insurance funds or loss sharing
pools, which may not have significant surplus set
aside to absorb adverse deviations from expected. If
such a pool is funded based on expected loss
estimates rather than estimates at a hi.gher
confidence level, its current-year funding would be
short approximately half the time.

Another potential. source of difference in
perspective is the "savings on closure" fallacy. An

' organization may have an average savings on
closure of 20%-in other words, cases are settled
for an average of 20% percent less than their final
reserve. Yet, the actuary may·indicate·thar those
reserves are deficient. The·problem,is that the 20%
statistic doesn't look at reserves over the life of the

claim. Those redundant reserves are often set up
just before settlement. If one compares initial
reserve to final cost, or average reserve over the life
of the claim to final cost, the answer is often that
the reserves were deficient much of the time that

the claim was open.
An actuary is in the difficult position of having to

prepare unbiased estimates without being

 influenced by the many conflicting priorities with
which he or she is surrounded. I am reminded of an

See Actuarial on page 14
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Debate over federal chartering continues >G ,

Each side says any change to the current system is still a few years away

By MARK A. HOFMANN too late" describes the efforts of only regulation of insurance say role freely admit that change won't
state Insurance regulators to mod- that the response to rhe AIA pro- come overnight AIA President Wilmi-

W
hen it comes to m- emize the system of state oversight. posal is "too much. too soon." Robert E. Vagley said at a press -01

surance regulatory Advocates of an expanded federal While they acknowledge that state briefing late last month that he ex- 5,/*-71-...#rep'F #2.- BE'kimd
reform, it's all a insurance regulatory role maintam regulation has its shortcomings, pected the process to take at least 5#E.-s#*afelE-ESE&
matter of timing. that the states have had more than they say that regulators have made three to five years. ---ZE=Er*fFEEtn/4= .

For supporters of enough time to standardize the of- great strides in improving the pro- But the House Financial Services _«:---»1=-....-:-=-=-
---1- -- -F*-2_3!ZI3*Ezr-n

the American In- ten patchwork system of state regu- cess and Congress must provide suf- Committee has already commenced
surance Assn.'s recent proposal for lations, now, they say, it's up to ficient time for them to finish the hearings on various aspects of in-
optional federal chartering of prop- Congress to act. job. surance regulation. In fact, the -=*5--4

erty/casualty insurers, "too httle, But supporters of continued state- Supporters of an enhanced federal chairman of the committee's sub-
committee on capital markets, in-
sl-rance and government-sponsored
enterprises said months ago that he

A would like to start discussing op-
. 39,·· :u tional federal insurer chartering as4 .

.'-/ early as this fall The chairman,
r' ...4., I

Rep. Richard Baker, R-La, also

- Mt

made clear that he has drafted no
1 r.

i. I , "  ir' - Y,-,3, 1,1,_r,:-it,i,-8-i:lr*2::i,'4,91,'.t. 2,4·6l legislation and wants only to talk

,/
about the issue, at least tor the time

bemg.
2<-FV' SI'f T 'tft : / 0 ':4,9-4 But the AIA proposal is the third

-'42% 4; 1.0
i.ri,,/ such proposal to emerge in recent

months, both the American1 : 'S ''',''i './:.<1·4--.y,>/.
Bankers Insurance Assn and the

r

'kh-,<-Y,J'* ,.., American Council of Life Insurers
have released proposals that apply
to their segments of the insurance

* 1 1 I '4*1 industry The AIA proposal is the1
r

-T first aimed specifically at the regula-

4
li

L
-1 -4 I tion of property/casualt) underwrit-

fr /5.„4 ,  J /
4... .p ers.

fl 1 1. J

t«. - 1 b' YIi'LF,*,.i·,·
The AIA proposal would create a

system of optional federal charter-1+ « ' fz r, t.1' ' ;f E1l

..J 1 ing for property/casualty insurers,
*4 1,

4%
. ./tly -Fl, -- . I overseen by a federal insurance

1- I I .ist4:f.':'4595€-f.,S';s':.'..:.&
. chartering director based in the

tlY .

4
Treasury Department That director
would serve a six-year term and

..-

4 :'3:.TE):rk#.9,P.1/<ATI.-C.f/5.<].f.: would have the power to establish
chartertng standards, mcludmg cap-

1 1 it 1 -, r¥e·i/: fc,arr.fll:(2,1Rlitlin/)'75/56«fAf' elt',r.'=5935.. ital and surplus requirements based
''. C:  -K:/ &':..' 1i.j]4,52 - , "31'L'....t.""' 6:P.:,

on a risk-based capital tormula. He
: f:$.1,.&6''i. , -1 , r "41 , or she would have financial exami-

a

44
r  ,-·:54934#83&·

4 / 1-'4 -j 1

;:· f,'fi,.A:5:Z'' 'il "9,0- '8 . ' 51 ',4<7 Arv- nation authority and could establtsh
. ). ts'Li/2>,Y:t,*'. s.$4.,Y-,1 *.*/·*l, C,** 4 0 :8:. 0*„ Can3,16... Investment linitations and holding'A' 4+

r,
1, '

,e company requirements The direc-
1·

r lal . #1?. It
» 544> Lk 1 -0 #Mihig.4 ip -' '4, tor also could promulgate rules on

li- L Ill . unfair claims and marketing prac-

ts£< 1,1, S.,r>Y.P,Ye.,",'f„2,):9/6:-1'··*,·B ,*'Vip' \S,601X,YA-* C liQ,-{i'% 4 .4 -I' ,
I 1 tices consistent with Internet devel-

- Y 'J

«tr 111, * ,
opments, conduct market examma-
tions and levy fines

An insurer that operates under a
federal charter could rite all lines

of property/casualty business m any
state without state rate and form

AU regulation, and it would not have to
'V file rates and forms with the federal

+1 rl k
r'i L 1 I" . regulator to get prior approval.

, lili
- Such insurers would not enjoy an-

1 -r

IL
titrust protection for rates, though,
except for those set for participation

4,mi'i,u,
'

-0. m residual markets Antitrust pro-

*glia': , rection would remain m place for 1
the development, dissemination and 4
use of standard pohcy forms In ad- 1
dition, not all insurers within a sin-
gle holding company would have to 
choose the same type of chartermg

B[ICCBsure® States would not be allowed to

discnminate against federally char-
THE TECHNOLOGY INSURANCE EXPERTS Tered insurers. The proposal would 

pre-empt state laws that pertam to
rate and form regulation, insurer h-

.

=ensing, solvency and market con-
duet State law would also be pre-
empted to the extent that it permit-

See Charter on page 12D
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Charter
Continued from page 128
ted a private right of action based on
marketing activities regulated by the
federal government.

State laws regarding residual mar-
ket participation, mandatory repara-
tion requirements, fees, taxes and
guaranty funds would otherwise re-
main intact. State law would also re-

main unchanged with respect to
agent licensing and the National
Assn. of Registered Agents and Bro-
kers provision of the Gramm-Leach-
Bliley Act. Finally, state law would re-
main unchanged with respect to an
insurer's state of incorporation-
which would be considered the state

of domicile for premium tax and re-
taliatory tax purposes.

Insurers that chose to remain state-

chartered would retain all current

protections under the McCarran-Fer-
guson Act of 1945.

The Kansas City, Mo.-based Na-
tional Assn. of Insurance Commis-

sioners responded calmly but firmly
to the AIA proposal. "NAIC mem-

bers recognize that change is needed
and have embarked on a national

drive to bring greater uniformity, uni-
form application, efficiency and effec-
tiveness to state insurance regulation.
This is the process we began in
March 2000, following unanimous
NAIC adoption of the Statement of
Intent" on complying with the finan-
cial modernization law, the NAIC
said in a statement last month.

"Despite the AIA's actions, our fo-
cus will not change, nor will we yield
our mission of safeguarding con-
sumers across the country, knowing
that they are and will continue to be
well served by the states. Our goal is
creating a 21st-century regulatory
system that not only makes it easier
for companies to get products to mar-
ket and gives consumers more choic-
es but also enhances the protection of
the very policyholders we are charged
with looking out for," said the NAIC.

Nor does the Alexandria, Va.-
based Independent Insurance Agents
of America Inc. support the AIA's
federal charter proposal.

"While we recognize that there are
legitimate (insurance) company con-
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cerns that need to be addressed, we
strongly believe that those concerns
can be fixed through the state-based
regulatory system," said Maria
Berthoud, senior vp-federal affairs for
the IIAA in Washington. The I[AA
wants to "find a middle ground to
help fix the state-based system, not
dismantle it," she said.

'The NAIC set out

in their /irst year
that uniformity and
reciprocity are im-
portant issues. How
long has that orga-
nization been

around7 About 130

years.'

Ken Cremr
CIAB

Jack Ramirez, the president of the
Des Plaines, Ill.-based National Assn.
of Independent Insurers, said his
group remains committed to state
regulation-which he believes is best
for consumers and for a competitive
marketplace--and opposes "federal
encroachment." The NAI[ also be-

lieves that state regulation need to be
modernized, he said. The fact that
state regulators have admitted that
regulation needs to be improved is
significant, he said.

"We think Congress needs to give
ample time for the states to do that.
What is ample time? That's debat-
able. It's a matter of years, not

months," Mr. Ramirez said. "We
think the emphasis should be to give
them adequate time."

Mr. Ramirez noted that the

Gramm-Leach-Bliley Act gave the
states three years to adopt producer
licensing reciprocity laws to avoid the
imposition of a federally mandated
National Assn. of Registered Agents
and Brokers.

As far as Ken Crerar, the president
of the Council of Insurance Agents &
Brokers is concerned, states have had
ample time. "Let's look at our best
example of regulatory reform, which
we know well, which is licensing. The
NAIC set out in their first year that
uniformity and reciprocity are impor-
tant issues. How long has that orga-
nization been around? About 130

years," he said.
"They don't have the power or

control to change it. The control and
power rests with the legislatures, and
there's no reason for state legislatures
to respond. Why did they respond on
NARAB? Because there was a

threat-the federal government had a
huge club over their head," Mr. Cr-
erar said.

The executive director of the Al-

bany, N.Y.-based National Confer-
ence of Insurance Legislators dis-
agrees. In fact, Bob Mackin pointed
to the states' quick response in pass-
ing reciprocity legislation as proof
that the states can do the job.

"I think the states did one hell of a

job to get that done-that speaks for
itself. We won that one-NARAB

was an outstanding success for the
states. It will continue to be," Mr.
Mackin said.

He noted that the group passed a
resolution at its July 13 Chicago
meeting that read, in part, "NCOIL
will oppose any proposal to establish
either a federal or bifurcated system

of insurance regulation, cede any au-
thority to federal agencies to regulate
financial institutions involved in the

business of insurance or congression-
al ratification of trade agreements
that pre-empt state insurance regula-
don."

"NCOIL adopted a commercial
line deregulation bill three years ago;
it has been passed by 21 states. The
idea that states don't do the job is
simply not accurate," Mr. Mackin
said.

An AlA spokeswoman said that no
one expects the issue to be resolved
overnight. "We have said all along
that optional federal chartering is a
multiyear effort. And in that time pe-
riod, we will continue to work active-
ly at the state level. The states control
their own destiny with respect to
what their system willlook like in the
future. They have all the time in the
world. Having said that, we would
like to see meaningful progress at the
state level soon," she said.

Meanwhile, a senior CIAB official
said that NARAB can serve as a mod-
el for reform.

"Broader insurance regulatory re-
form is No. 1 in the context of

NARAB" on the CIAB's list of leg-
islative issues, said Joel Wood,
CIAB's senior vp-government affairs.
"We believe that NARAB provides a
good model for an achievable politi-
cal solution to improved insurance
regulation without necessarily having
to go the full distance of the federal
charter. I say that as a supporter of a
federal charter."

NARAB is "neither fully federal
nor fully state but is having a galva-
nizing impact on moving toward a
more uniform regulatory environ-
ment," Mr. Wood said.

Sally Roberts contributed to tbis ar-
tide.

Privacy a top legislative priority
Gramm-Leach-Bliley requirements worry agent, broker groups
By SALLY ROBERTS and
MARK A. HOFMANN

 hile debate over
the future of insur-

ance regulation has
once again made
its way into the
forefront of vari-

ous insurance associations' legisla-
tive agendas, it is not the only issue
bringing agent and broker groups to
Capitol Hill this year.

Privacy issues, especially those per-
taining to financial and medical in-
formation and patient protection
legislation, also remain key concerns
for the leading associations repre-

senting agents' and brokers' interests
in Washington.

The Alexandria, Va.-based Inde-
pendent Insurance Agents of Ameri-
ca Inc. is keeping a close eye on the
privacy regulations required under
the 1999 federal Gramm-Leach-

Bliley Financial Services Moderniza-
tion Act, and it also is watching leg-
islative action involving privacy
rules that go beyond that law's man-
date.

Under GLB, affiliated financial
services companies may share
clients' financial information, but
clients must be notified and be given
an opportunity to opt out of any
sharing of information. The privacy
regulations, which took effect July 1,
also require all financial institutions,
including insurance intermediaries,
to have privacy policies in place.

In addition, GLB allows states to
establish privacy requirements that
go beyond those established under
the modernization law. To date,
about 40 states have considered pri-
vacy legislation.

"Without a doubt, this year's im-
plementation of the Gramm-Leach-
Bliley privacy regulation has proved
to be onerous for many of our mem-
bers across the country," said Maria
Berthoud, senior vp-federal affairs
for the IIAA in Washington. «The
privacy debate in Washington now
is more focused on expanding priva-
cy requirements than on lessening
them,» she said. "This is another
battle the IIAA will be engaged in
for the coming years."

Privacy regulations also are a con-

cern for the Council of Insurance

Agents & Brokers.
The CIAB is particularly con-

cerned about the Department of
Health and Human Services' imple-
mentation of medical records priva-
cy rules, said Joel Wood, senior vp-
government affairs for the Washing-
ton-based organization. C6ngress
failed to meet its own deadline for

implementing such rules under the
Health Insurance Portability and
Accountability Act of 1996, and the

See Privacy on page 12F
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Privacy
Continued from page 12D
task fell to HHS (BI, July 16).

"We are very concerned that, un-
less changes are made, the HIPAA
guidelines on privacy could under-
mine the ability for intermediaries
to adequately shop plans among in-
surers. Fortunately, we don't be-
lieve that the purpose of the HIPAA
privacy regulations is to punitively
impact the brokerage relations," he
said.

Under the HHS privacy rules,
covered entities-including insur-
ers, providers and health care data
clearinghouses-must take certain
steps to protect the privacy of indi-
vidual medical records. Those that

fail to do so could be subject to
criminal penalties, including im-

prisonment, under some circum-
stances.

Also front and center on the

minds of agent and broker groups
is patient protection legislation that
would, among other things, allow
individuals to sue health plans over
coverage decisions.

The Senate passed the Bipartisan
Patient Protection Act of 2001 in

June, after amending the original
version to give employers greater
protection against liability arising
out of coverage disputes involving
the health care plans they sponsor.
A similar bill is one of two mea-

sures that could be considered by
the House.

"We don't support either bill,"
IIAA's Ms. Berthoud said. She not-

ed, however, that the association
welcomed decisions by the Senate
and House to include provisions in

their respective bills that would
shield agents and brokers from lia-

The CIAB is con-

cerned that

Congress could 'un-
dermine the employ-
er-sponsored health
insurance system.'

- Joel Wood
Council ofInsumnce Agen8

& Brokers

bility associated with medical deci-
sions.

The association, however, re-
mains concerned about potential

premium rate increases and the ef-
feet that expanding liability for
coverage decisions will have on the
insurance market in general, Ms.
Berthoud said.

Another worry for the IIAA, she
said, is the effect an expansion of li-
ability would have on small, inde-
pendent producers' ability to offer
health care coverage to employees.

No matter what happens with
patient protection legislation, the
CIAB is "deeply concerned about
activity in Congress that could dra-
matically undermine the employer-
sponsored health insurance sys-
tem," Mr. Wood said.

"Commensurate with our start-

ing up the Council of Employee
Benefits Executives, the health-re-
lated issues are clearly moving to
the top of our agenda," he said, re-
ferring to the CIAB's new benefits

initiative (see related story).
In addition to privacy regulations

and patient protection legislation,
several other legislative issues are
currently of interest to the IIAA
and CAB.

"There is a myriad of other issues
we're working on this year," Ms.
Berthoud said. "We will, for exam-
ple, continue to help try to find a
solution for market availability
problems in disaster-prone areas."

The IIAA also is keeping its eye
on crop insurance, flood insurance
and various tax issues related to

small businesses, she said.
Other issues of concern to the

CIAB include class-action reform

and asbestos liability, which Mr.
Wood called "a situation that,
amazingly, is getting worse rather
than better after decades of litiga-
tion." m

CIAB creates organization for benefits producers
By MARK A. HOFMANN

e Council of Insurance

Agents & Brokers wants
to tap into an underserved
market. That market con-

sists, though, not of con-
sumers but of insurance

producers: namely, benefits produc-
ers.

The CIAB plans to reach this mar-
ket through the creation of the
Council of Employee Benefits Exec-
utives, which was chartered early
last month. The CEBE seeks to pro-
vide employee benefits producers
with many of the same services that
the CIAB furnishes to agencies and
brokerages engaged in property/ca-
sualty insurance business. This in-
cludes advocacy on Capitol Hill,
continuing education, networking
opportunities and a national indus-

try forum.
In fact, the CEBE plans to hold its

first Employee Benefits Leadership
Forum at the Greenbrier resort in

White Sulphur Springs, W.Va., on
May 29-31, 2002. The CIAB has
held its annual Insurance Leadership
Forum-which brings together
property/casualty producers and un-
derwriters-at the Greenbrier every
fall for nearly 90 years.

Robert Munao, who is the CEBE's
chairman, said the creation of the
group acknowledges the importance
that employee benefits-related rev-
enues have assumed for insurance

agencies and brokerages that tradi-
tionally have focused on the proper-
ty/casualty side of the business.

"Benefit operations as part of P/C
shops have always been the stepchil-
dren of that agency," said Mr. Mu-
nao, who is president of Kaye Bene-
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fits Consulting, a HUB International
Ltd. company in Woodbury, N.Y.
But in recent years, he said, as prop-
erty/casualty earnings have flattened,
there's been a "spike-up" in the im-
portance of benefits business. And in
the last three or four years, "P/C
shops have realized if they don't
have a strong benefits shop, there's
money being left on the table, be-
cause it's a very critical part to round
out a client's relationship," he said.

In some cases, Mr. Munao said,
clients have moved property/casual-
ty accounts but kept their benefits
programs with incumbent produc-
ers; that's because "we're dealing
with something much more personal
than a P/C policy," he said.

CIAB Chairman Tom Rodell,
managing director of Aon Risk Con-
sultants in Chicago, said that after it
merged with the National Assn. of
Insurance Brokers in 1998, the
CIAB began assessing how it could
"move forward into the new decade

with a recommitted focus." Mr.

Rodell said the CIAB found that,
"while there were numerous organi-
zations representing consumers and
underwriters," none represented em-
ployee benefits producers. The CIAB
then held meetings across the coun-
try to determine how to reach this
constituency, and, in March, its
board decided to form the CEBE.

Mr. Rodell noted that benefits

business already generates a signifi-
cant portion of the revenues of many
CIAB members, reaching, in some
cases. as high as 50%.

Mr. Rodell said there would be no

change in the criteria for member-
ship: CEBE members, like CIAB
members, must have at least $2.5
million in annual revenues, which
could come from combined benefits

and property/casualty business. The
short-term focus will be to identify
all current CIAB members that

could participate and then reach out
to non-CIAB members, he said.

CIAB members produce more
than 80% of all commercial domes-

tic property/casualty premiums, said
CIAB President Ken Crerar. As the

CIAB builds the CEBE, "we also

will reach out to those firms that are

not council members but are domi-

nant firms," Mr. Crerar said. Con-
tinuing the premium requirement
provides «a delineator of who the
players are," he said.

The concerns of larger intermedi-
aries differ from those of smaller

producers, Mr. Crerar noted. Fur-
thermore, he explained, the lines be-
tween commercial propertykasualty
and benefits and life business are

blurring, as producers seek to meet
all of the needs of their commercial

customers.

"I would like to encourage bene-
fit-only organizations to join the
council, since they are an important
group of companies that we need in-
put from," Mr. Munao said.

"The main goal is to create the
professional networking for employ-
ee benefits executives, like there is on
the commercial side," said Kathi
Tripoli, director-employee benefits
for Pasadena, Calif.-based Bolton &
Co. Insurance Brokers and the vice
chair of the CEBE.

"Another main focus is to offer

top-quality education and a training
program for employee benefits
agents-producers and account
managers. There really is nothing
out in the industry that formalizes
your continuing-education credits,"
Ms. Tripoli said. The CEBE will be
putting together a program-"like a
benefits university"-to provide the
continuing-education opportunities,
she said.

Both Ms. Tripoli and Mr. Munao
stressed the importance of the
CEBE's role in voicing the concerns
of benefits producers.

"We want to have an advocate on

Capitol Hill that will streamline the
information," Ms. Tripoli said.

"We don't have a real lobbying
source in Washington to hear our
concerns," Mr. Munao said. He cit-
ed privacy legislation as one of the
most pressing of those concerns,
particularly the privacy provisions of
the 1999 Gramm-Leach-Bliley Fi-
nancial Services Modernization Act.

Mr. Crerar said the CEBE will

choose carefully the issues it targets,

seeking to concentrate "we were can
truly have an impact, instead of be-
ing a 'me-too player.'"

The CEBE has not yet determined
whether to form a parallel organiza-
tion to the Council of Insurance

Company Executives, an underwrit-
er organization that meets with the
CIAB at the Greenbrier gathering,
Mr. Rodell said. "We would clearly
give that some serious considera-
tion," he said.

"Whether we need to do this, I'm
not sure," Mr. Crerar said. "We
want to maintain and develop
strong relations with the markets
that provide benefits products."

Mr. Crerar noted, though, that re-
gional players tend to have a larger
role in the benefits marketplace than
they do in the property/casualty are-
na. Furthermore, he said, the bene-
fits market has three distinct seg-
ments: pensions, health care and
group life/disability.

"Each one of those markets is dif-

ferent," Mr. Crerar said. Conse-
quently, he said, the CEBE would
continue to have regional meetings,
as a well as a national meeting, he
said.

Mr. Munao said that the CEBE's

Greenbrier meeting likely would fol-
low the same format as that of the

CIAB gathering.
"We will invite the major national

carriers, as well as the major region-
al carriers, to a national meeting to
accomplish the same thing as Green-
brier," he said. It will provide a
chance for top people to discuss is-
sues and products, he said.

"There's a reluctance among carri-
ers," Mr. Munao said, "to talk to
each other about how to make the

health care delivery business, for ex-
ample, more efficient" with regard
to such issues as handling claims and
delivering data to employers in a
common format. He described the

current system as "totally archaic."
The ClAB held a series of regional

meetings over the past year to ascer-
tain the needs and concerns of bene-

fits executives. Two more meetings
are scheduled to take place in Miami
and Los Angeles in November. IN
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Politics, insurance not strange bedfellows for lawmaker
By CURTIS M. WONG

hen he began work

Wat age 22 as an ad-
juster for Provi-
dence, R.I.-based
Liberty Mutual In-
surance in the winter

of 1963, David Bates had no idea how
committed he would eventually be-
come both to the insurance industry
and to his home state.

He has been president of the A.N.
Nunes Agency of Barrington, R.I.,
which specializes in property/casualty
insurance, since 1982 and has been a
Republican member of the Rhode Is-
land Senate since 1993. And Sen.
Bates' hard work and dedication on

the political scene have recently gar-
nered him national recognition.

"Being an insurance agent, you get
into a specific rhythm that can trans-
late well into the political arena," said
Sen. Bates. "You're definitely going to
be criticized a lot. Ws certainly a lot of
work, and it's not something you can
do without a thick skin. But it has very
many rewards that make it all worth
it."

At the 2000 convention of the Inde-

pendent Insurance Agents of America,
Sen. Bates was honored with the Sid-

ney 0. Smith Award for advancing
the 1997 passage in Rhode Island of a
groundbreaking law. Although state-
regulated banks and insurers were tra-
ditionally barred from forming busi-
ness alliances in Rhode Island, the law
permitted state-regulated banks to sell
insurance in towns with fewer than

5,000 residents. Furthermore, Sen.
Bates said, the law established the au-
thority of the state's Insurance Depart-
ment to oversee the business activities

of all providers of insurance, including
banks.

Since its passage, 28 other states
have used the Rhode Island law as a

prototype in crafting similar laws, Sen.
Bates said.

"It was really a blending of two dis-
tinct businesses," he said. "At the
time, it was very important for the
state to set up a system with banks'
agencies and how they were involved
with insurance. It's a really compre-
hensive bill."

Although politics and insurance
may seem to be twO distinct fields,
Sen. Bates said his insurance back-

ground has served him well in the Sen-
ate. As a small-business owner, he un-
derstands the everyday needs of citi-
zens and he makes himself accessible,
he said.

"You already get so involved in 10-
cal and national issues by just being an
insurance agent anyway," Sen. Bates
said. "I think it provides a perspective
that's useful in debates that many oth-
er senators can lack. People feel com-
fortable approaching someone that
they already know with their issues."

Wesley Bissett, vp of state relations
and state government affairs at the
I[AA in Alexandria, Va., noted that
the combination of insurance and pol-
itics is hardly a new one.

"We actually have a long history of
insurance agents running-and win-

ning--elected positions," Sen. Bissett
said. "The fact that they are natural
leaders and trusted advisors makes

them a shoo-in when it comes to run-

ning for an elected office."
Like many of his colleagues, Sen.

Bates entered politics gradually and
experienced some setbacks along the
way. He began his career with the
A.N. Nunes Agency in 1966. By
1972, he had joined Barrington's
planning and zoning committee.
Twelve years later, a town council seat

opened up, and he decided to run for
the council.

"Up until that point, I'd swore I'd
never run for an elected office," he
said. "It was really a last-minute type
of thing."

Despite what he describes as an "in-
teresting" door-to-door campaign,
Sen. Bates lost the 1980 election. In

1982-the same year he purchased
the AN. Nunes Agency from founder
Al Nunes-Sen. Bates ran again and
won. Just one year later, Sen. Bates

was elected vp of the Barrington town
council; four years after that, he was
elected president of the council, a posi-
tion he held until 1988.

But Sen. Bates didn't consider ex-

panding his political role until Ann
Hanson, a decade-long veteran of the
state Senate, decided not to run again.
When Ms. Hanson suggested that he
take her place on the ticket in the 1992
race, Sen. Bates jumped at the chance,
he said. "I guess it seemed like the next
logical step in my career."

Mr. Bissett said Sen. Bates' decision

is not unusual.

«Once people get involved with the
political process, they realize that they
can take that next step and be elected
themselves," Mr. Bissett said. "It's a
lot of work to convince 25 colleagues
that a specific issue is prevalent. But
most state legislators don't have expe-
rience when it comes to selling
things«hings that an insurance agent
does all of the time. The world of poli-
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Continued from page 126
tics really takes advantage of their as-
sets as agents."

When Sen. Bates first came to office,
he said that he and many of his col-
leagues found the state's prohibition of
cooperation between banks and insur-
ers to be outdated. The legal bar to co-
ordination between the two financial

services, he said, failed to take into
consideration the problems inherent in

providing quality insurance coverage
to the residents of towns with popula-
tions of fewer than 5,000 people, he
said.

After the U.S. Supreme Court's
1996 ruling in Barnett Bank ofMari-
on County, NA. vs. Nelson, Florida
Insurance Commissioner, which al-
lowed federally regulated banks to sell
insurance policies in towns with 5,000
or fewer residents, Sen. Bates began a
focused campaign to grant state-regu-
lated banks in Rhode Island the same

privilege, he said. Although the mea-

sure had its critics, Sen. Bates said that
the entire business world "saw the bill

coming."
"The fact that so many states used

Rhode Island as a model for their own

laws pretty much speaks for itself,"
Sen. Bates said.

Sen. Bates offers advice for other

agents seeking to get involved it poli-
tics. Being a state senator, he said, has
both allowed him to contribute to his

community and helped his business.
As for his future political goals, Sen.

Bates said that he'd like to work to

preserve state regulation of the insur-
ance industry.

Sen. Bates said he has been surprised
by the way that his political status has
advanced his career as an independent
insurance agent. "Not only does it
help the I.egislature, but it also helps
the agency," he said. "If an agent has
the extra time, energy and ability to
devote themselves to politics, I would
definitely encourage it."

Sen. Bates said he advises indepen-
dent agents looking for a political
break to start small and gradually take

on larger issues. An individual can't
get to the state level, he said, without
first getting his or her feet wet in local
politics. Furthermore, he said, political
activity isn't for everyone; an agent
must be sure he or she has sufficient

time to devote to campaigning and to
the responsibilities political work en-
tails, he said.

"Obviously, the business has to
come first. You really have to weigh
your time commitments carefully and
weigh the situation in the job you al-
ready have," he said.

Internship helps prepare heir to family business
BY JOANNE WOJCIK

eather Scobie Lessard al-

Hways knew what she
would do when she grew
UP.

Every Saturday morning,
Ms. Scobie Lessard's fa-

ther, Robert Scobie, who is chairman
of R.W. Scobie Inc./Midwest General

Agency in Eau Claire, Wis., would go
into the office early-usually between
5 a.m. and 6 a.m.-and then take a

break around 7 a.m. or 8 a.m. to bring
doughnuts home to the family.

"Then we'd go to work with him,"
she recalled, leaving her mother time
to do some weekend housework.

Although Ms. Scobie I,essard's older
siblings, David and Stephanie, also
would visit the agency with their fa-
ther, it was Ms. Scobie Lnssard who
took the most interest in the business.

"It was always a part of our family.
Something I always knew I would
do," Ms. Scobie I.£ssard says today.

Her background, as well as an in-
ternship program sponsored by the
American Assn. of Managing General

Agents, helped Ms. Scobie Lessard 
achieve that goal.

During high school, Ms. Scobie
Lessard worked part time in the com-
pam/s file room and also typed, and
during a summer in college, she
worked as a marketing representative
for Premium Finance Corp., a unit of
Scobie in Eau Claire.

While attending the University of
Wisconsin-Stout in Menomonie, Ms.

Scobie Lessard completed a marketing
internship by working at the agency
three days a week. In 1999, she gradu-
ated with a degree in business admin-
istration with an emphasis in public
relations.

After college, Ms. Scobie Lessard
took some time off, married George
Lessard, and traveled to Europe before
returning to the family business.

Today, at age 28, Ms. Scobie
I.essard is being groomed to take over
that business, which was started in
1932 by her great-grandfather, R.W.
Scobie.

If Mr. Scobie names Ms. Scobie

Lessard his successor six years from
now, as is expected, she'll be the first

woman in her family to run the busi-
ness.

"It had been passed from father to
son, and this is the first time it's being
passed from father to daughter," she
said.

Such notions, though, have never
dissuaded Ms. Scobie Lessard from

entering a traditionally male-dominat-
ed field.

"I guess I have always grown up
feeling it doesn't matter if you're a
male or a female. You can do what

you want. I have played ice hockey
since I was 4 years old. So, I have al-
ways done what I wanted," she said.

And Ms. Scobie Lessard will be well

prepared for her new role. In addition
to her prior experience, she is getting a
thorough education thanks to an in-
ternship program sponsored by the
AAMGA. Ms. tobie Isard is only
the second intern to complete the
AAMGA Internship Program.

The AAMGA internship program
was launched in 1998 to provide prac-
tical experience at rhe company level,
the general agency level and in the
London market. Only family mem-

bers or employees of active AAMGA
members may apply.

During a speech at the AAMGA's
75th anniversary meeting, held in
May in Palm Springs, Calif.,Ms. Sco-
bie Ltssard described her internship.

She worked as an assistant to the

underwriters in Markel Corp.'s South-
west property/casualty department for
six months and then spent a month in
London working for Lloyd's of Lon-
don broker Miller North America,
which she said was the highlight of the
internship. The work was interesting,
and included helping to underwrite a
jeweler's block line slip, she said.

Before her AAMGA internship, Ms.
Scobie Lessard worked for Scottsdale

Insurance Co. for a year.
Unfortunately, the final portion of

her AAMGA internship-working
for managing general agency First
Western Insurance Co. Special Risk
Facilities Ltd.- was interrupted when
the operations manager of the compa-
ny retired, and the owner, who was to
be her mentor, died.

Dick Watt sold Des Moines, Iowa-
based First: Western to R.W. Scobie in

January, and plans called for him to
stay on for three years and teach Ms.
Scobie Isard the business.

But because of Mr. Watt's sudden

death, two other insurance industry
veterans have taken over the role of

Ms. Scobie Lessard's mentor: her fa-

ther, Robert Scobie; and Robert Giles,
president and chief operating officer of
the agency and the 2001-2002 presi-
dent·elect of AAMGA.

Ms. Scobie Lessard also is receiving
assistance from Ray Spies, an outside
business consultant from Develop-
ment Associates in Eau Claire.

Financial assistance will be available

to future AAMGA interns as a result

of a $25,000 grant from Jefferson In-
surance Co. of Jersey City, N.J., a unit 
of Interstate Insurance Group. Previ-
ously, interns paid their own expenses.
All interns, though, are paid by the i
companies that host them.

For more information about the in-

ternship program, contact Chris
Behmyer, director of education at
AAMGA University in Scottsdale,
Ariz.,480-905-5059 or e-mail univer-

sio@aanigao,g.

Insurance angle key to big=dollar fishing contest
By CURTIS M. WONG

I lthough it's known as one
j of New York state's most
 I polluted lakes, Syracuse's
ILJI Lake Onondaga will have

reeled in scores of eager
 lishermen-with a little

help from a Texas-based insurance
broker.

Beginning Aug. 3, the lake's first-
ever "Ultimate Fishing Challenge" of-
fered some lucky anglers a chance at a
$5 million grand prize, simply by
casting their lines into the lake in
downtown Syracuse.

The three-day derby, sponsored by
local CBS affiliate WTVH-TV,
promised to be Syracuse's largest
fund-raiser. Proceeds will go to lake
cleanup efforts and a proposed Civil
War monument. Dallas-based broker

SCA Promotions coordinated the re-

lease of 50 tagged bass into the lake,
which is five miles long, one mile wide
and 60 feet deep. The $5 million fish
was by far the largest prize, but the
five other fish with money tags were
no small fry, either. One fish was
worth $500,000, while four others
were worth $50,000 each.

Other Esh bore tags for other prizes,

including four years of paid tuition to
a local college, a $250,000 house, a
motor home worth $200,000 and
several cars.

While the contest may have driven
local fisherman to near hysteria, it
was business as usual at SCA Promo-

tions, which works with various in-
surance companies in providing cash
awards for 600 to 1,000 fishing der-
bies each year, said Max Rhodes, di-
rector of SCA's tournament fishing
division. Recently the company has
also backed the Lake Ontario Salmon

Derby in Toronto and the Crap-
pieFest 2001 in Lake Eufaula in east-
em Oklahoma.

The "Ultimate Fishing Challenge"
was not the largest contest in the com-
pany's repertoire this summer: A pro-
motion in Florida offered a whopping
$8 million for a record largemouth
bass, Mr. Rhodes said. Nevertheless,
he added: "The contest is definitely a
large situation and could get quite ex-
pensive. But these fish do get caught,
and we pay all the time."

According to SCA, the broker has
placed more than $10 billion of cov-
erage for promotional evena-result-
ing in $60 million in claims-since
the company was founded in 1986.

Although he would not comment
on the exact structure of the insurance

coverage, Mr. Rhodes said that SCA
Promotions traditionally places prize
indemnifcation programs with several
excess insurers. Those insurers in-

clude New York-based American In-

ternational Group Inc.; Berkshire
Hathaway Inc. in Omaha, Neb.; and
Zurich, Switzerland-based Swiss
Reinsurance Co.

Mr. Rhodes also said that the televi-

sion station would pay a fee "in ex-
cess of $50,000" for SCA's coordina-
tion of the event and to ensure that

rhe winning anglers get their prizes,
the top of which would be paid out as
a annuity of $125,000 a year for 40
years. SCA does not recommend a
cash payoff, as the potential for fraud-
ulent entries-a prize underwriter's
biggest concern-tends to increase in
such scenarios, he said.

While brokers tend to view such

prize indemnification policies as limit-
ed to "hole-in-one" style contests,
many brokers forget their value for
advertising and for local promotions,
said LeConte Moore, managing di-
rector of New York-based Marsh Inc.

Although a $50,000 premium for a
multimillion-dollar fishing derby

seems paltry, the policies are like a
form of intelligent gambling that
takes the mathematical chances of ac-

tually winning the contest into ac-
count, he said.

"There's a need for a certain level of

sophistication in these types of poli-
des," Mr. Moore said. "Many com-
panies like to rubber stamp insurance
policies, but as far as prize indemnifi-
cation goes, none are identical.
They're all similar games of chance."

While insurance capacity for special
events such as the fishing derby ran in
the range of $25 million to $50 mil-
lion just five years ago, capacity has
dropped to about $10 million, Mr.
Moore said. "Surprisingly, the loss ra-
tio on these contests can be quite
large," he said. "Obviously, many
companies are less willing to take a
bet that's not in their favor" in an ecu-
nomic downturn.

The Syracuse event was the brain-
child of Gary Wordlaw, general man-
ager of local CBS affiliate WVIH-TV
and a fishing enthusiast. He first envi-
sioned the derby more than two years
ago as a way to ignite Syracuse's
dwindling tourist trade and raise
funds to clean up the lake's polluted
water. He expected 70,000 to

150,000 people to attend the event,
which had the potential to generate
approximately $10 million to $30
million for the town. 1

Although his idea generated

"tremendous excitement" in the city 
almost immediately, Mr. Wordlaw
said it took him two years to finalize
the derby's legal and political details
including the prize insurance. 
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Actuarial
Continued from page 12
old metaphor: An insurance company is like a car
on a treacherous mountain road. The vp of
marketing has his foot on the gas. The vp of
underwriting has his foot on the brakes. And the
president has his hands on the wheel as he takes
directions from the actuary in the back seat who
has just made a map by looking out the back
window.

The problems caused by slightly high projections
are generally easier to deal with than those caused
by projections on the low side. Low ultimate loss
projections normally result in low rate projections,
which eventually can cause erosion of a program's
fund balance.

After considering all these factors, you may
change your opinion regarding whether the actuary
is providing high estimates.

But given all the factors above, it is difficult to

ascertain at first glance whether a set of projections
are too high-a substantial amount of analysis is
generally required.

Loss estimates perceived as being on the high side
are usually unpopular. However, it is an actuary's
task to make sure that a reasoned provision for
both good years and bad is included in projections.
The future financial health of your program may EN
depend on it.

Would you like advice from an experienced
colleague on a risk management, benefits management
or actuarial problem? Pour quarterly features in tbe
Perspective section of Business Insurance can give you
some answers.

Ask A Benefit Manager, Ask A Risk Manager, Ask
A Benefit Actuary and Ask A Casualty Actuary
answer written questions from readers on risk and
benefits management issues and actuarial problems.

This month's column on actuarial issues in tbe

casualty field is written by Richard E. Sherman,

president of Ricbard E.
Sherman 6 Associates Inc.

in Asbland, Ore. Dennis J.
Nirtaut, managing director
of compensation and
benefits for Arthur Andersen
L.L.P. in Chicago, answers
questions for benefit
managers. Christopher E.
Mandel.director of risk
management at Tricon
Global Restaurants Inc. in

Louisville, Ky., answers

questions on riskMr. Sherman
management issues. William

J. Miner, an actuary witb Watson Wyatt Worldwide
in Chicago, answers actuarial questions on benefits
issues.

Address your questions to ASK, Business Insurance,
740 N. Rusb St., Chicago, Ill. 60611. Please give us
your name, title and employer; however, Business
Insurance wiU consider unsigned letters.

Injury compensation relies on inherent work hazard
r-ro be compensable under workers compensation,

I an injury must stem from a hazard inherent to the
1 nature of an employee's work or workplace

conditions, according to the Court of Appeals ofVirginia.
Frederick W. Ellis worked as a truck driver at Southside

Virginia Training Center. His job required him to travel to
various buildings on the center's campus and take carts
filled with empty food trays to a central location.

Occasionally, he had to remove empty trays from the
dining tables and put them on the cart. In April 1997, Mr.
Ellis sustained a back injury when he bent to lift one of the
empty trays to move it from a cart to a nearby cabinet.
This injury was found to be compensable. He was off
work briefly and was then assigned to lighter duties.

In May 1998, Mr. Ellis returned to full-duty work. On
May 26, 1998, he again injured his back in lifting an
empty tray from a dining table and placing it in the cart.
He filed for workers comp benefits, but his claim was
initially denied. The full compensation commission,
however, found that his injury was compensable. The
employer appealed.

The appellate court said that an injury is not
compensable merely because it occurred during the
performance of some employment duty if the act
performed by the employee is not a causative hazard of
the job. "Simple acts of walking bending or turning," the
court said, "without any other environmental factors, are
notrisksofemployment."

The court found that Mr. Ellis' action of bending was
neither unusual nor awkward, nor was it something he
was required to do repetitively. The court found that
merely bencling over is a risk to which the public is equally
exposed. The court reversed the award of compensation.

Soutbside Virginia Training Center vs. Ellis, Court of
Appeals of Viinia, Nov. 21, 2000. (BI/05/Au.-$10)

Disease not an 'accident' under AD&9 policy

An Employee Retirement Income Security Act plan
administrator did not abuse its discretion in finding that
the injury of a plan participant was attributable to disease,
rather than an accident under accidental death policies,
according to the Sth U.S. Circuit Court of Appeals.

Tibby Thomas' husband held, through his employer,
two accidental death policies written by AIG Life
Insurance Co. Under the ADMI) policies, Ms. Thomas
was entitled to benefits if Mr. Thomas suffered a "loss

resulting from injury," defined as "bodily injury caused by
an accident" The policies excluded coverage for diseases
of any kind.

Mr. Thomas suffered from morbid obesity, and he
underwent two stomach-stapling surgeries as treatment.
Following the second surgery, his sutures broke, and he
died from resulting complications. Ms. Thomas then filed
for benefits under the policies. The insurer's ERISA
appeals committee rejected her daim, and Ms. Thomas

LEGAL BRIEFS

sued, contesting the denial of benefits. The trial court ruled
against her.

On appeal, Ms. Thomas argued that she was entitled to
benefits because Mr. Thomas' death was caused by an
accident that occurred during his operation. The court
said that it could find no basis for disassociating Mr.
Thomas' injury from the disease complications of his
obesity. In addition, the court emphasized that Mr.
Thomas' death was a foreseeable result of treatment for

his disease. Thus, the court ruled, the ERISA plan
administrator had not abused its discretion in denying the
claim. The trial court decision was affirmed.

Thomas vs. AIG Life Inswance Co., Stb US. Court of
Appeals, March 7,2001. mi/01/Au.-$10)

Cap on home care benefits upheld

A statutory cap on workers compensation domiciliary
care benefits for an employee who received care from his
wife did not violate the employee's equal protection rights,
according to the Supreme Court of Montana.

Michael Powell suffered severe head and facial injuries
in a motor vehicle accident that occurred in the course and

scope of his employment with Security Armored Express.
After the Oct. 7,1995, accident, Mr. Powell remained in
the hospital until Oct. 20, when he was transferred to a
comprehensive inpatient rehab facility. He was discharged
from the facility on Nov. 10,1995, with a physician
recommendation that he have daily supervision.

In late 1995, Mr. Powell began having seizures and
experienced difficulty with attention, concentration and
memory. Mr. Powell's condition left him virtually
bedridden on certain days. Even on good days, his wife
must fix many of his meals, wash his dothes and make
sure he takes his medicine.

The state insurance fund accepted liability for his
injuries and paid medical and wage-loss benefits. Mr.
Powell filed a petition seeking domiciliary care benefits at
a rate of compensation greater than allowed by state law.
For a condition requiring 24-hour care, reimbursement to
a family member providing care was limited to no more
than the daily statewide average Medicaid reimbursement
rate for the current fiscal year for care in a nursing home.
Although Mr. Powell accepted a settlement equal to the
state limits, he reserved the right to challenge the
constitutionality of the limit.

On appeal, Mr. Powell argued that the cap on
reimbursement was unconstitutional because it violated

his right to equal protection under the laws. He
maintained that, because of his choice to live at home
rather than a skilled nursing facility, his wife was
significantly undercompensated for providing his care.

But, the court concluded that the state where Mr.

Powell brought his case had not adopted a classification
that affected two or more similarly situated groups in an
unequal manner. According to the court, care provided by
a family member differs in some important aspects from
that provided by a nonfamily member. Thus, the court
found that there was no violation of Mr. Powell's equal
protection rights.

Powell vs. State Compensation Insurance fund,
Supreme Court of Montana, Dec. 12,2000. (BI/02/Au:
$10)

No comp benefits in workplace murder

The workplace murder of an employee by her co-
employee did not arise from her employment and thus did
not entitle the employee's widower and minor children to
workers compensation benefits, according to the Supreme
Court of Kentucky.

Betty Carnes and Delmar Partin were co-workers, and
it was undisputed that they had engaged in an
extramarital relationship that Ms. Carnes eventually
ended. About two to three months later, Mr. Partin
murdered Ms. Carnes while in the workplace.

Although Ms. Carnes had ended the relationship, she
did not request disciplinary action against Mr. Partin. In
addition, she made no request for protection and was seen
talking to him on breaks. In the weeks immediately
preceding her death Ms. Carnes was reported to have
seemed nervous in Mr. Partin's presence, and she
expressed to co-workers fear of Mr. Partin because she
was ending their relationship.

Phillip Carnes, Ms. Carnes' widower, filed a claim for
workers comp benefits on his own behalf and that of their
minor children. The compensation board denied his
claims, and an appeals court affirmed the decision to deny
benefits. Mr. Carnes then appealed to the state Supreme
Court.

On appeal, Mr. Carnes argued that the conditions of
his wife's employment contributed to her death, because
Mr. Partin was an employee who was permitted to enter
the plant while off duty and because the lab where Ms.
Carnes worked was in a secluded area, which facilitated
the murder. However, the court was not persuaded that
Ms. Carnes' employment had facilitated her death. Thus,
the court said, her death did not arise from her
employment for purposes of workers compensation
benefits.

Carnes vs. Tremco Manufacturing Co., Supreme Court
ofKentucky, Od. 26,2000. BI/03#u.-$10) 5

Tbese asbstracts were prepared by Mayo H. Stiegler.
Copies of these decisions are available, at $10 eacb, by
sending a cbeck payable to Mayo H. Stiegler, to Business
Inswance, 360 N. Micbigan Ave., Chicago, Ill. 60601-
3806. Please provide the listed number for eacb opinion.
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First-half profits increase for many insurers
The following roundup of

first-half results reports was
compiled from items that were
originally daily news postings at
www.businessinsurance.com.

ACE Ltd.

HAMILTON, Bermuda-

Gross premiums at ACE Ltd.
showed significant growth in
first-half 2001 as the insurer

pushed up rates in most lines of
business.

ACE recorded $4.96 billion in

gross premiums for the first
half, up 25.7% from the year-
earlier period. Profits, however,
fell 13.4% to $249.9 million,
which was largely the result of
net realized capital losses and a
one-time charge in the first
quarter related to accounting
changes.

Second-quarter profits in-
creased 15.4%, to $131.5 mil-

lion, despite $55 million in
catastrophe reinsurance losses
above what would normally be
expected, ACE said. The higher-
than-expected losses stemmed
from Tropical Storm Allison.

Hamilton, Bermuda-based

ACE has benefited from rate in-

creases in all geographic mar-
kets except Japan and across all
lines, said Brian Duperreault,
chairman and chief executive

officer. "This market turn is

very broad based," he said.

American International

Group Inc.
NEW YORK-American In-

ternational Group Inc. reported
double-digit revenue and profit
increases for the first six

months of the year.
New York-based AIG posted

six-month revenues of $24.73
billion, a 10.8% increase over
the prior-year period. Net in-
come rose 14.7%, to $3.16 bil-

lion. Excluding a first-quarter
2001 accounting change and re-
alized capital losses, net income
rose to $3.23 billion for the six-
month period, an increase of
15.5%.

Net written premiums for
AIG's general insurance opera-
tions rose 13.6%, to $9.92 bil-

TRAVELERS MORTGAGE

IMPAIRMENT PROG. (B&0)

Travelers provides
broader domestic

Mortgage Impairment
Program Liberal

commission.

Program Manager
DAVIS AGENCY

Westfield, NJ
1-800-752-0150

Beth Carroll-Rob Davis

lion. In addition, AIG's com-
bined ratio improved slightly, to
95.71%.

In a statement, AIG Chairman

and CEO Maurice R. Greenberg
noted that AIG's strong premi-
um growth reflects the im-
proved pricing environment in
the property/casualty market.
AIG reported $30 million in net
catastrophe losses for the see-
ond quarter, a majority of which
came from Tropical Storm Alli-
son, he said.

Chubh Corp.

WARREN, N.J.-Catastrophe
losses hit the first-half results of

Chubb Corp, which posted a
4.7% drop in operating income,
to $315.1 million.

Net income for the period,
which includes realized invest-

ment gains, was $321.8 million,
a decline of about 4.9% from the

year-earlier period.
Chubb said income was

"heavily affected" by catastro-
phe losses in the second quarter,
with Tropical Storm Allison ac-

counting for about two-thirds of
the company's $80.3 million in
second-quarter catastrophe los-
ses.

Chubb's second-quarter ca-
tastrophe losses were up more
than 230.4% from the compara-
ble period last year. Chubb's to-
tal catastrophe losses for the
first six months of this year
were $91.8 million, an increase
of more than 68.1% from the

first half of 2000.

The company wrote more than
$3.37 billion in net property/ca-
sualty premiums in the first
half, an increase of more than
8.0%.

Hartford Financial Services

Group Inc.
HARTFORD, Conn.-The

Hartford Financial Services

Group Inc. posted a 3% increase
in first-half net income to $466

million, while recording larger
gains in operating income and
revenues.

Operating income rose 11% to
$515 million, and revenues grew
8% to $7.6 billion.

Results were boosted by

10

growth in group benefits and
life business, a strong perfor-
mance in commercial prop-
erty/casualty business and The
Hartford's acquisition of Fortis
Financial Group in April, The
Hartford said in a statement.

Humana Inc.

LOUISVILLE, Ky.-Although
revenues slipped, Humana Inc.'s
profits surged 30.0% in the first
half, to $52.0 million.

First-half revenue fell 7.8% to

$4.82 billion, compared with the
same period a year ago, accord-
ing to the Louisville, Ky.-based
managed care company.

Humana attributed the drop
in revenues to exiting numerous
"non-core" markets and prod-
ucts in the latter part of 2000. It
defined "non-core" as those that

lacked the potential for prof-
itability or did not fit into the
company's strategic focus, or
both.

Humana also raised rates,
which it said contributed to a

1.9% decline in membership for
its fully insured medical insur-
ance products to 2,343,300 at
June 30.

In addition to exiting markets
it found to be unprofitable, the
company lost some of its small-
group business because of the
rate hikes.

"Our operational improve-
ments continue to be reflected

in our financial results," said
Michael B. McCallister, Hu-

mana's president and CEO, in a
statement.

Oxford Health Plans Inc.

TRUMBULL, Conn.-Oxford

Health Plans Inc. posted big
gains in profits for the first six
months of this year on the
strength of steady premium
growth and a reduction in ex-
penses.

First-half net income rose

$142.3 million, up 116.4% from
the year-earlier period. Premi-
ums rose 7.1% to S2.13 billion in

the first half, while total ex-

penses rose only 4.5%.
Also helping the managed care

company boost profits was a re-
duetion in its medical loss ra-
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tio-the percentage of premi-
ums used to pay medical ser-
vices-to 80.6% this year from
81.3% in 2000, the company re-
ported. In addition, Oxford's
administrative loss ratio-

the amount of premium allocat-
ed to administrative expenses-
dropped to 11.0% from 12.1%
last year.

Oxford has added 33,900 new
members this year, which brings
its total commercial enrollment

to 1.4 million as of June 30.

UnitedHealth Group
MINNEAPOLIS-Profits at

UnitedHealth Group increased
26.5%, to $435 million, in the
first six months of 2001.

The Minneapolis-based man-
aged care company also report-
ed gross premiums of $10.19 bil-
lion in the first half, a 10.2% in-
crease from the year-earlier pe-
riod.

" Strong growth across the
portfolio of business and prod-
ucts, coupled with ongoing op-
erating cost controls in the face
of a slowdown in the U.S. econ-

omy," were major factors in the
company's strong results, Chair-
man and CEO Dr. William

McGuire said in a statement.

The company's main managed
care unit, UnitedHealthcare, in-
creased its commercial enroll-

ment by 380,000 people in the
past 12 months to 7.6 million.

WelIPoint Health Networks

Inc.

THOUSAND OAKS, Calif.--

Both profits and enrollment for
WellPoint Health Networks Inc.

surged in the first half of 2001,
the Thousand Oaks, Calif.-

based managed care company
reported.

Net income for the first half

climbed 20.3%, to $196.4 mil-

lion. Second-quarter net income
rose 19.4%, to $99.9 million.

Total enrollment in Well-

Point's health plans reached 9.8
million by the end of the second
quarter, up nearly 29% from the
year before.

The company attributed the
growth to the addition of
343,000 new members in Cali-

fornia and the March 15 acqui-
sition of Blue Cross & Blue

Shield of Georgia, which added
about 1.9 million members.

Excluding the impact of the
Georgia Blues transaction,
WellPoint's medical loss ratio of

80.6% showed a marginal im-
provement from the prior quar-
ter, David C. Colby, WellPoint's
chief financial officer, said in a
statement.

Willis Group Holdings Ltd.
LONDON-Willis Group

Holdings Ltd. reported large
profit growth in the first results
statement it has issued since its

June initial public offering.
First-half profits at the Lon-

don-based brokerage increased
more than 350%, to $56 million,
over the first half of 2000. Gross

revenues increased 7.4% to $712
million.

Willis has benefited from ris-

ing insurance rates in most mar-
kets, Willis Chairman and CEO

Joseph J. Plumeri said in a
statement. "The rating environ-
ment for the next couple of
years seems to be hardening,"
he added.

After being privately held for
three years, Willis earlier this
year redomiciled its holding
company to Bermuda and

launched an IPO.

W.R. Berkley Corp.
GREENWICH, Conn.-W.R.

Berkley Corp. recorded an
80.9% increase in profits to
$19.9 million for the first half of
2001.

Gross premiums at the Green-
wich, Conn.-based insurer in-
creased 17.6% to $1.05 billion.

The increases were achieved

despite catastrophe losses in the
second quarter of 2001, William
R. Berkley, chairman and CEO,
said in a statement.

In particular, the insurer saw
significant growth in its special-
ty and alternative market busi-
ness.

Premium growth should con-
tinue over the next year as the
insurer cuts the amount of rein-

surance it buys and increases its
rates, Mr. Berkley said. 5
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Composite Lloyd's of London syndi-
cates that write multiple lines of cov-
erage are, on average, outperforming
their monoline counterparts, accord-
ing to rating agency Standard &
Poor's Corp. in London. In its Lloyd's
Syndicate Performance Measures for
2001, S&P found that composite syn-
dicates account for 38% of the mar-

ket's capacity. The average size of syn-
dicates has increased to an average of
£102 million ($146.1 million) in capac-
ity for 2001, up 24.3% compared with
2000 and 155% greater than 1996. The
number of syndicates operating at
Lloyd's has declined to 83, down 13%
from 2000 the report noted....Lorenz
Stampfli has been named secretary
general of the Federation of European
Risk Management Associations. Mr.
Stampfli is legal adviser and director
of risk management for Geneva,
Switzerland-based CERN, the Euro-
pean Organization for Nuclear Re-
search. He also is vp of SIRM, the
Swiss Assn. of Insurance & Risk Man-

agers. As secretary general of Brus-
sels-based FERMA, he will be respon-
sible for the organization's legal duties
and will become part of the group's
board....Lloyd's of London has opened
a representative office in Spain. The
office is situated in the Madrid office

of U.K. law firm Davies Arnold Coop-
er and is headed by Pablo Wesolowski,
managing partner of DAC, and
Lloyd's first general representative in
Spain. Lloyd's said the move was part
of its drive to expand its network of
international licenses....London-based

insurer CGNU P.L.C. has agreed the
sale of its Brazilian nonlife insurance

subsidiary to the Brazilian subsidiary
of rival U.K. multiline insurer Royal &
SunAlliance Insurance Group P.L.C.
CGNU has agreed to sell CGU Seguros
to RSA for 51 million reals ($20.5 mil-
lion) in cash. In 2000, CGU Seguros
recorded gross written premiums of
£48 million ($68.7 million)....Lloyd's
managing agency R.J. Kiln & Co., a
subsidiary of Kiln P.L.C., is to assume
the management of medical malprac-
tice liability syndicate 1204 from
Crowe Syndicate Management. Under.
the proposed agreement, which is sub-
ject to Lloyd's approval, Kiln would
take over the management of both the
2000 and 2001 years of account and all
the syndicate's staff would transfer to
Kiln. The transaction is expected to
take place in October....In a report
published last week, U.K. labor orga-
nization the Trades Union Congress
said that more than 150,000 people in
the United Kingdom each year suffer
from some kind of repetitive strain in-
jury. The TUC, which also said that
the vast majority of RSI victims are
unsuccessful in their efforts to obtain

compensation from employers, esti-
mates that lost production from RSI
costs U.K. business about £1 billion

($1.43 billion) per year. The TUC said
it would call on employers to work
with labor unions to set up prevention
programs and to improve rehabilita-
tion for RSI victims....E-commerce

standards body ACORD has opened a
new London office. The office, which

will be managed by Phil Brown, stan-
dards manager for ACORD, is in the
London Underwriting Centre....Peter
Sengupta has been named branch
manger and senior casualty under-
writer in the Zurich office of Zurich

Global Energy SM, a division of
Zurich North America. Mr. Sengupta
was formerly senior casualty under-
writer at Swiss Reinsurance Co.
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Corporate governance redux
Report recommends reforms that raise worries for U.K. risk managers

By SARAH VEYSEY

LONDON-A plan to over-
haul U.K. company law that
would increase public scrutiny
of companies is raising some
concerns for risk managers.

The Company Law Review
plan was presented last week
to Secretary of State for Trade
and Industry Patricia Hewitt
in London. A nine-person
steering group of industrial-
ists, legal experts, economists
and accounting professionals
worked for three years to com-
pile the list of recommenda-
tions, which will be consid-
ered by the government and
could be passed into law by

the end of this year.
"Years of neglect have left

us with an archaic, Victorian

system that is holding British
business back," Ms. Hewitt
said. "This review reflects the

changes that are needed to get
rid of unnecessary burdens
and to meet modern expecta-
tions about corporate ac-
countability and transparen-
cy. A more user-friendly sys-
tem will boost productivity
and make this country a better
place to do business."

David Gamble, chief execu-
tive of the London-based

Assn. of Insurance & Risk

Managers, said the Company
Law Review report raised

Chile forms association

Risk management
awareness grows
in Latin Ameri ca

SANTIAGO, Chile-Risk managers in Chile recently
launched a new professional organization, the Asocia-
cion Chilena de Administradores de Riesgos y Seguros.

The creation of ACHARYS shows that awareness of

risk management principles is grow-
ing in Latin America, said Maria

-» Beatriz C. Schiesari, who is in-
surance officer in Wash-

ington for the Insur-
ance Unit Technical

& Environment De-

partment of the Inter-
national Finance

Corp. International Fi-
nance is a private-sec-

tor affiliate of the World

Chile Bank. She noted, however,
that the number of risk man-

agers in the region is not increas-
ingly as rapidly.
Ms. Schiesari also is executive vp of

the Asociacion Latinoamericana de Ad-

ministracion de Riesgos y Seguros, an
\ organization made up of risk manage-

ment associations from Argentina,
Brazil, Mexico, Panama, Spain and Venezuela.

ACHARYS is expected to become the seventh member
of ALARYS, said ACHARYS President Jorge Ferrada
Gallardo, who is an industrial risk management analyst
in Santiago for ING Groep N.V. ACHARYS so far has 15
members, including risk managers, insurance industry
vendors and safety managers, he said.

-By Roberto Ceniceros

some considerations for the

corporate governance and risk
management profession.

"One of the things that does
concern me is that (these rec-

ommendations) are starting to
make (corporate governance)
very prescriptive. And that
certainly wasn't the idea be-
hind Turnbull," he said. The

1999 Turnbull report, whose
recommendations later be-

came law, introduced a series

of guidelines for the reporting
of risk and mandated compa-
nies to outline their risks in

their reports and accounts.
Among the main tenets of

the steering group's recent re-
port was a proposal for a new

statement of directors' duties.

The group said it advocated
the idea of a statement of di-

rectors' duties that, among
other things, would "encour-
age responsible behavior by
making clear that, in promot-
ing the success of the company
for its members as a whole, di-
rectors must take account of

long-term as well as short-
term consequences; and that
they must recognize, where
relevant, the importance of re-
lations with employees, sup-
pliers, customers and others,
the need to maintain a reputa-
tion for high standards of
business conduct, and the im-

See Report on page 19

St. Paul to acquire
London Guarantee
Greater Canadian surety presence seen

By JUDY GREENWALD Northern Indemnity, which re-
ported about $13.1 million

TORONTO-The St. Paul Canadian ($8.6 million) in net
Cos. Inc. has agreed to buy premiums last year, will be
Toronto-based surety insurer merged with London Guaran-
London Guarantee Insurance tee, Mr. Lamendola said in a
Co. for $125 million Canadian, statement. The deal is expected
or $80 million. to close within three to five

The move will significantly months.

expand St. Paul's surety oper- Mr. Lamendola said London

ations in Canada and broaden Guarantee's operations com-
its range of clients, said Robert plement Northern Indemnity's.
J. Lamendola, president-global "London Guarantee targets
surety and construction at the small to midsized accounts,
St. Paul, Minn.-based insurer. whereas The St. Paul's surety

London Guarantee, which business in Canada consists

has 200 employees, is a special- mainly of large accounts. Our
ty property/liability insurer product offerings also comple-
that offers surety products and ment one another."

management liability, bond St. Paul Chairman and Chief

and professional indemnity Executive Officer Douglas W.
products, according to St. Leatherdale said in a state-

Paul. ment, "This acquisition imme-
The surety company reported diately increases our presence

about $65 million Canadian and expands our market in two
($42.5 million) in net premiums of our more-profitable special-
last year, mostly in surety. It is ty businesses, at a fair price."
a majority-owned subsidiary of The deal marks St. Paul's

the London Insurance Group, second surety acquisition in
which is owned by Winnipeg, 2001. Earlier this year, St. Paul
Manitoba-based Great West bought Australian Pacific
Lifeco Inc., a financial services Surety Corp. Ltd., a Sydney,
holding company. Australia-based underwriting

St. Paul's Canadian surety agency, for an undisclosed
operation, Toronto-based amount.

Airlines facing suits over blood clot risks
By SARAH VEYSEY

LONDON-A U.K. law firm

is preparing five test cases
against airlines on behalf of in-
dividuals who claim to have

suffered deep-vein thrombosis
stemming from long-distance
flights.

Watford, England-based
Collins Solicitors said it was

acting on behalf of a group of
plaintiffs who had suffered, or
whose family members had
suffered, from DVT, or so-
called "economy-class syn-

drome." DVT, a circulatory
condition in which blood clots

develop in the legs and travel
to the heart or brain, is thought
to be related to sitting for long
periods of time in cramped
conditions.

The plaintiffs include the
family of 28-year-old Emma
Christofferson, who died after
developing DVT during a 20-
hour Qantas Airways Ltd.
flight from Australia to Lon-
don last October.

Collins said it had sent "let-

ters of claim" to five airlines,

including Sydney-based Qan-
tas; London-based British Air-
ways P.L.C.; and American
Airlines of Fort Worth, Texas.
Collins declined to name the
other two airlines it had con-

tacted.

A spokesman for British Air-
ways said the company would
make no comments on the case

until it had received the writ.

Collins said it represents
about 30 DVT claimants.

In addition, the Melbourne,
Australia-based law firm of

Slater & Gordon is launching

about 20 test cases against air-
lines on behalf of hundreds of

DVT victims and their families.
Slater & Gordon last month

served papers to Australia's
Civil Aviation Safety Authori-
ty. British Airways, Qantas
and KLM Royal Dutch Air-
lines.

The law firm is charging that
the airlines and CASA

breached their duty of care by
failing to warn passengers
about the possible link be-
tween long-distance air travel
and DVT.
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RFP FOR PROPERTY INSURANCE WANTED INSURANCE UNITED STATES BANKRUFCY COURT

Experieneed Commercial Underwriter SOUTHER ¢DISTRICT OF NEW YORK
Commercial insurance brokerage firm to

The Town of Hempstead, Long island, New York seeks a three year all penl policy for joint venture or subcontract for Insurance General Agent in W Suffolk seeks md
IN RE PETrrON OF DAN YORAM SC'!WARZMANN AND MARKCHARLES BATTENAS JOINT

property and contents coverage for all Town facilittes The latest appraisal value fo[ Brokerage and Risk Management Services w/ heavy Comm'l Lines & supervisory
PROVIS ONAL UQUIDATORS OF

the propeny to be insuredis $180 million + for Sacramento Munlapal Utility Distnct expenence Hands-on dutles include
INDEPENDENT INSURANCE COMPANY LIMITED, CASE NO 01-8-13899 (SMB)

RFP packages will only be sent to insurance compames licensed m New York with a Minimum experience requirements of Froductioi, managing an existing book, NOTICE IS HEREBY GIVEN THAT 11 CONNECTION WITH THE PETITION FILED ON

Best rating of A+ and a financial size category of 10 two (2) years servicing electrical utilities
or complex to commercial accounts The

Froducer relations & assist,ng m JULY 10,2001 PURSUANT TO SESTICN 304 F THE BANKRUPTCY CODE (THE 'PETITION')
exianstor Exclt communicanon skills WITH RESPECT TO INDEPENDENCE INSURANCE COMPANY LIMITED (ThE 'COMPANY'), THEWritten request only for an RFP package should be addressed no later than August due date -or the response to the Request

170,2001 to For Proposal (RFP) is August 16,2001 rq Knowl of Penonal Lines a + Exclt UNITED STATES BANKRUPTCY COURT FOR THE SOUTHERN DISTRICT OF NEW YORK (THE
Contact Brian Cooney w,th Marsh R,sk & careeropp Send resume PO Box 1509, 'BANKRUPTC f COURT") HAS ENTERE[ A PRE! MINAFY INJUNCTION ORDER DATED JLLY 31,

Property Insurance RFP Insurance Services at (415) 743-8172, Melville, NY 11747 Attn CU 2001 (THE ORDER')

Attn Norman Murray between 8 30 am 4 15 pm PST 1 ENJOINI\G ALL PERSONS AND EN- TIES FROM (A)

Town's Attorney's Office TRANSFERRING, RELINQUISHING OR D SPOS NG OF ANY PROPERTY OF THE COMPANY lN THE

1 Washington Street UNITED STATES, OR THE PROCEE)S OF SUCH PROPERTY, TO -HIRD PARTIES, (B)

Hemsptead, New Y)rk 11550 ImMEmciD COMMENCING OR CONTINUING ANY ACTION OR OTHER LEGAL PROCEEDING (INCLUDING,O/lip(EgGiI/D WITHOUT UMITATIO\1, ARBITRAT ON, OR ANY JUDIC AL QUASI-JJDICIAL, ADMINISHATIVE
OR REGULATORY ACTION, PROCEEDI\G OR FR]CESSWHATSOEVER), INCLUDING BY WAY OF

11]ERNE[liD O///PolloiliD Assistant Risk Manager SALES/MARKETING COUNTERCUIM, AGAINST THE COMP NY, OR ANY PFOPERTY IN THE UNITED STATES THAT IS
INVOL\,ED & THE FOREIGN PROCEEDING CR ANY PROCEEDS THEREOF, AND SEEKING

Mari service 04 seeks notivated ind. to sell DISCOVERY OF ANY NATURE AGA NST THE OMPANY, (C) ENFORCINC ANY JUDICIAL, QUASI-
1 Ban<Atlantic, located in sunny Ft

Lauderdale, 15 one of the largest and adjusting. aopraisal, salbage, recovery. fleet JUDICKL AOMINISTRATIVE OR RECULAT)RY JUDGMENT, ASSESSMENT OR ORDER OR
oldest financial institutions based m rrgmt & medical mgmt svcs to Insurance ARBITRATION AWARD AGAINST THE COMPARY AND COMMENCING OR C ]NTINUING AVY ACT

WAUSAU
os, corp mk mgrs & endmq mstitutions.

Account Florida With almost 50 years of OR ACTION 03 OTHER LEGAL PACCEDING (INCLUDING, WITHOUT LIMITATION, ARBITRATION,
The suaessful cancidate should be

Representative (6if) experience, BankAtlantic has become a OR ANk JUDDIAL QUASI-JUDICIAL AJMINISTRATIVE OR REGUIATORY ACTION, PROCEEDING
community and civic leader in the South boardroon ready This ipportunity involves OR PROCESS WHATSOEVER) OR ANY COUNTEFCLAIM TO CREATE, PERFEST OR ENFORSE ANY
Florida rrarket, prov dirg a full range of high level contact wkustomers Exclt LIEN, SETOFF, ATTACHMENT, GARNIMMENT, JR OTHER CLAIM AGAINST THE COMPANY, OR
commercial and individual banking comp. & benefit pkjq Please send resume &

Wausau Insurance & Companies Agency, [ne. has continually ANY OF ITS mOPERITY IN THE UNITED STATES, OR ANY PROCEEDS ThEREOF, INCLUDING,
products and services comp. requirements to· P 0 Box 1509,

tailored our services to meet the evolving needs of our clients As the Assistant Risk Manager for Melville, NY 11747. Attn MKTG
WITHOJT UMITATICN, RIGHTS UNDER REINSURANCE AND RETROCESSION CONTRACTS, (D)
DRAWNG DOWN ANY LETTER OF CREDIT ESTABLISHED BY, ON BEHALF OR AT THE REQUEST

Through change and growth, we have achieved our vision to be BankAtlantic, you will possess a 4-year
college cegree, with five to seven years OF THE COMPANY IN EXCESS OF AM }UNTS E<PRESSLY AUTHORIZED BY THE TERMS OF THE

the very best m commercial insurance insurance experierce An advanced CONTRACT CR OTHER AGREEMENT PURSUANT TO WHICH SUCH LETTEF JF CREDIT HAS BEEN

designation of a CPU and/or ARM is pqiq ESTABLISHED, AND (E) WITHDRA¥ING FROM, SETTING OFF AGAINST, OR OTH)WISE
We are currently looking for motivated Account Representatives preferred Additional4, you will have :1 APPLYING PROPERTY THAT IS THE SUBJECT OF ANY TRUST OR ESCROW AGREEMENT OR

to be responsible for the direct solicitation and sales of Property and Casualty experience, SIMILAR APRANGEMENT IN W-11CH THE COMPANY HAS AN IN-EREST IN EXCESS OF
coverage knowledge and claims ' I - I I ' ¥

commercial insurance products and services m the following AMOUNTS EXPRESSLY AUTHORIZE[ BY THE TEAMS OF THE TRUST, ESCROW OR SIMILAR
management experience PC proficiency ls-I< /

areas metropolitan New York/Northern New Jersey, Syracuse & m Word and Excel is essential
ARRANGEMENT,

2 REQUIRING A.L PERSONS AND ENTITIES IN POSSESSION,
Rochester, Detroit, Dallas & Houston, Atlanta, and Charlotte The We offer a compe-,tive salary and a t- p % CUSTODY Oil CONTROL OF PROPEFTY OF THE COMPANY IN THE UNITED STATES, OR THE

ideal individual must possess a college degree, 3 years of
comprehensive benefits package,
including medical/dental/vision and 401(k)

' -'' U' PROCEEDS THEREOC, TO TURN OVERAND ASCOl*IT FOR SUCH PROPEqTY OR ITS PR)CEEDS

insurance sales experience and a take charge attitude We offer a plan, paid hol,days, vacation and tuition (312) 649-7937
TO THE PETIrIONERS,

reimbursement For consideration, please 3 RECUIRNG .

competitive salary and comprehensive benefits plan
AL_ PEBSONS AN) ENTITIES THAT ARE

apply to BankAtlan-ic, Human Resources BENEFICIARES OF LETTERS OF CRE]T ESTAEL SHED BY, ON BEHALF CR AT THE REQUEST OF

Please submit your resumeto Diane Pike, 1.6OD Pittsford-Victor Department. 1750 E Sunrise Blvd, Ft THE COMPANY, OR PARTIES TO ANY TRUST, ESCRON OR SIMILAR ARRANGEMENT B WHICH
Lauderdale, FL 33304 Fax (954) 760-5489

Road, Pittsford, NY 14534 Fax 716-381-9815
THE COMPANY HAS AN INTEREST FO CA) PROVIDE NOTICE TO THE PETITIONERS' UNITED

or email to STATES CO JNSEL OF ANY DRAWD@WN C\1 ANY LETTER OF CRED T ESTABLISHEC BY, ON
,- careeropportumt,es@bankatiant,ccom "0'73,i' ' 1 5 "- ' BEHALF OR AT THE REQUEST OF, -HE COMFANY OR ANY WITHDRAWAL FROM, SETOFF

EEO/AA Drug-free wcrkplace It is the AGAIAST, 01 OTHER APPLICATION OF PRCPERTY THAT IS THE SUBJECT OF ANY TRUST OR
For Bl Rates & Editorial Calendar Policy Of BankAtlartic to conduct credit ESCROW AGREEMENT OR SIMILAR ARRANGEMENT IN WHICH THE COMPANY HAS AN

Call 312-649-5340 reference, background checks and drug iamleshi@crain.com INTEREST, -OGETHER WITH INzOR VIATION SUFFICIENT TO PERMIT THE PETITIONERS TO
screening as a condrior of employment ASSESS THE PRCPRIETY OF SECH DFAWDOWN, WITHDRAWAL, SETOFF, OR OTHER

APPLICATION, INCLUDING, W THCUT LIMITATION, THE DATE AND AMOUNT OF SUCH
DRAWDOWN, WITHDRAWAL, SETOFF, OR OTHEF APPLICATION, AND A COPY OF ANY

R ECRUIT THE INDUSTRY S
CONTRACT RELATED TRUST OR (THER AGREEMENT PURSUANT -J WHICH ANY SUCH
DRAWDOWN, WITHDRAWAL, SETOFF OR J-HER APPLICATION, WAS MADE AND PROVIDE
SUCH NOTI JE AND OTHER INFORMATION COVTEMFORANEOUSLY THEREWITH, AND B) TURN
OVER AND ACCOUNT TO THE PEITIONEFS FOR ALL FUNDS RESJLTING FROM SUCH

MOST QUALIFIED CANDIDATES!
DRAWDOWN, WITHDRAWAL, SETOAF OR OTHER APPLICATION, IN EXCESS OF AMOUNTS
EXPRESSLY AUTHORIZED BY THE BMS C r ANY CONTRACT, ANY RELATED TRUST CR OTHER
AGREEMENT PURSUANT TO WHCH SUCH LETTER OF CREDIT, TRUST ESCROW, OR SIMILAR
ARRANGEMENT HAS BEEN ESTABLISHED, ANJ

4 PROVI[ING, WITH RESPECT TO ANY CLAIM, ACTION,
 ARBITRATION OR CTHER PROCEED NG WHICH MAY BE COMMENCED 08 BECOME KNOWN TO

THE PETITIONERS N THE FUTURE, OR THE E CITLEMENT OR ALLEGED ENTITLEMENT OF ANY

When the most talented men and women in the BENEFICIARY OF ANY LETTER OF CREDIT 35[ABLISHED BY, ON BEFALF OR AT THE REQUEST
OF, THE C{MPANY, OR OF ANY PAFTY TO ANY TRUST OR ESCROW AGREEMENT OR SIMILAR
ARRANGEMENT IN WHICH THE CIMPAN HAS AN INTEREST THAT S IDENTIFIED BY THEinsurance industry want to make a move, they turn to... PETITIONERS IN THE FUTURE (EAC'-' A 'SUBEEJUENT CLAIM'), THAT

(A) WHEN INFORMED 0: A SUBSECUENT CLAIM, COUNSEL FOR THE PETITIONERS
SHALL SERVE UPON THE Ill-DER OF SUCH CLAIM A COPY OF THE SUMMONS, THE

Business Insurance PHI-ION AAD THE MOST REOENT 11UUNCTICN ORDER ENTERED BY THE COUFT,
(B) THE HOLDER OF AS JBSEC'JEAT CLAM WILL HAVE TW-NTY (20) DAYS FROM
SER\ICE OF THE SUMMONS N WHI> TO FILE AN ANSWER OR MOTION WITH RESPECT
TO TlE PETITION

THE ORDER SHALL R.MAIN IN EFFECT PENDING A HEARING SCHEDULED TO BE

HELD ON FEBRUARY 5,2002 AT 1[00 AM (-HE "RETURN DATE") BFORE THE HONORABLE
Reserve your space now for these upcoming issues STUART M BERNSTEIN, UNITED STATES BANKRUPTCY JUDGE, IN ROOM 723 OF THE ,

ALEXANDER HAMILTON CUSTOM HOUSE, ONE BOWLING GREEN, NEW YORK, NEW YORK,
August 13 August 20 August 27 100[4 ALL PAPERS SUBMITTED FOR THE PLRPOSE OF OBJECTING TO CONTINUATION OF THE 

ORDER AFTER THE RETURN DATE ;HALL BE -ILED WITH THE BANKRUPTCY COURT, WITH A
Property Loss Control Ward Results Closing: August 21 COPY TO THE CHAMBERS OF THE HONORABLE STUART M BERNSTEIN AND SERVED ON '

Directory: Propeny Loss Closing August 14 CHADBOURNE & PARKE LLP (ATTN HOWAR) SEIFE, ESQ ), SO AS TC BE RECEIVED AT LEAST
Control Consultants FOURTEE (14) DAYS PRIOR TO THI RETURN JATE

ANY PARTY-IN-INTEREST THAT HAS NOT R-CEIVED A COPY OF THE PETITION, SUPPORTING
Closing August 7 PAPERS MVD/OR THE ORDER SHCULD COiTACT COUNSEL FOR THE PETITIONERS AT THE

ADDRESS BELOW

Advertise in the PROFESSIONAL MARKETPLACE
CHA)BOURNE & PARKE LLP

ATTORNEYS FOR THEPETI-IONERS

Call 312-649-5340 or e-mail lamleshi@crain.com
30 ROCKEFEL.ER PLAZA

NEW YORK, NEW YORK 10112
(212) 418-5100
ATTN HOWARD SEIFE, ESO

And visit Bl at www.businessinsurance.com
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Report
Continued from page 17
oact of their actions on the com-

nunity and the environment."
Mr. Gamble said that while the

oroposed statement of directors'
duties would be useful from a

risk management point of view,
its implementation would re-
sluire particular care.

"If it ends up with people just
going through the motions be-
cause the law demands it, then

will this actually produce better
Dorporate governance?" he

asked. "My concern is that it is
very tight. (Some) people seem to
think that you can squeeze risk
ut of a situation by having rules
and regulations," Mr. Gamble
said. Instead, he said, a better

understanding of upside risk and
risk management is needed.

Mr. Gamble said that while he

welcomed the streamlining ef-

Bad faith
Continued from page 4
to use when deciding whether
insurers have acted in bad faith

in their setting of claim reserves.
That way, Ms. Thurston said,

in future disputes insurers
would not need to second-guess
what juries, which are not famil-
Lar with the complexities of
workers comp reserving, might
Find punishable.

Republic made a similar re-
quest of the Second Appellate
District Court, but that court re-

ected the request. In its deci-
sion, the unanimous three-judge
panel said there is no merit "to
iudiciously legislate a new theo-
ry limiting the tortuous breach
of the implied covenant of good
faith and fair dealing." Instead,
the panel found the jury award
was proper and supported by
"clear and convincing evi-
dence."

The finding is one of several
California appeals court deci-
sions in recent years arising
from lawsuits over the reserving
practices of California workers
compensation insurers. These
suits alleged that the insurers'
practices harmed policyholders,
raising premiums and lowering
dividends.

Most California insurers

stopped paying dividends when

Distress
Continued from page 3
markets.

And the company's demand for
reduced deductibles while the

property/casualty insurance

market is firming poses still
more challenges.

"I knew I wasn't going to get
my reductions from premium
Dosts,." Mr. Bennett said

But he noted that among the
positive developments that re-
suited from the Chapter 11 filing
were the company's audits of its
ilaims and its renewed attention

:o safety and loss protection.
As part of the latter effort, Mr.

Bennett said, every lost-time ac-
lident is now reported to Owens
lorning's chief executive officer
:o increase the awareness of

feet that the statutory statement
of directors' duties could have, a
careful balance is needed to

avoid increasing companies'
costs. "It comes back to whether

the directors' duties will add to

the constraints and costs (of a

company). That is the risk man-
agement role the steering group
has-to find a balance between

protection and the enterprise
side of risk," he said.

Another major recommenda-
tion by the steering group is the
proposal for an operating and fi-
nancial review designed to im-
prove reporting by larger com-
panies. "The OFR will cover fu-
ture plans, opportunities, risks
and business strategies, and will
include qualitative aspects of
business such as the skills and

knowledge of employees, busi-
ness relationships and corporate
reputation," the steering group
said in a written statement.

Mr. Gamble said that it would

the state ended its minimum rat-

ing law in the mid-1990s, said
Guy Avagliano, principal and
workers compensation actuary
in San Francisco for Milliman

USA. According to Mr.
Avagliano, in 1994 California

'The impact of first-

party bad faith in
the work cornp in-

dustry can be a big
one. We have ar-

gued in cases before

that it corrupts the

fundamental ele-

ments ofworkers

compensation.'

- Mike McClain

Calitomia Workers
Compensation Institute

workers compensation insurers
paid out more than $1 billion in
policyholder dividends; by 2000,
insurers paid out just $233 mil-
lion, with almost half that

amount paid by the State Com-

safety and loss prevention
throughout the company.

And Mr. Bennett said he now

attends all of Owens Corning's
meetings with its underwriters.
Previously, he participated in
about half of such meetings, he
said. He added: "In the ones I've

attended, I do 95% of the talk-

ing."
But Mr. Bennett stressed that

he leaves the "wheeling and
dealing" to his brokers, while he
talks about the company and
what it is doing.

Selling the financial health of
the company has become crucial
when dealing with insurance
markets, Mr. Bennett said. He
added that it takes considerable

convincing to get underwriters to
believe the message that "we're
in Chapter 11, but we're
healthy." m

be interesting to have greater
clarification of what these future

risks might be. "We strongly
support the view that business

'We strongly support
the view that busi-

ness and risk man-

agement have a
tremendous interest

in upside risk.'

David Gamble

AIRMIC

and risk management have a
tremendous interest in upside
risk," he said. He added that

AIRMIC was pleased that the is-

pensation Insurance Fund.
But employers today continue

to file bad-faith lawsuits against
workers comp insurers, charging
negligent or fraudulent reserv-
ing practices that resulted in the
employers being given unfavor-
able experience modification
factors, said Mike McClain, gen-
eral counsel for the California

Workers Compensation Institute
in Oakland. Overreserving can
adversely affect an experience
modification, which is used to

calculate a policyholder's premi-
um.

The CWCI filed an amicus

brief supporting Republic. The
research organization argued
that employer complaints re-
garding workers comp payments
and experience modification
calculations should be handled

administratively and not by the
courts, Mr. McClain said. He

said, for example, that employ-
ers currently can take com-
plaints to the Department of In-
surance or to the Workers Com-

pensation Rating Bureau of Cal-
ifornia.

"The impact of first-party bad
faith in the work comp industry
can be a big one," Mr. McClain
said. "We have argued in cases
before that it corrupts the fun-

sue of upside risk was being con-
sidered in the Company Law Re-
view.

The United Kingdom's Lon-
don-based Trades Union

Congress, which represents la-
bor unions, welcomed the report.
"These proposals are a direct re-
sponse to public concern about
how companies make decisions
and will create an opportunity
for unions, pension funds and
others to scrutinize corporate
behavior and challenge bad
practice," said John Monks, the
general secretary of the TUC, in
a statement.

"In particular, we welcome the
proposal for a more-inclusive
statement of directors' duties,"

Mr. Monks said. "This is a sig-
nificant step forward and will
require companies to have re-
gard to the interests of employ-
ees, customers, suppliers and the
wider community."

Mr. Monks added that the TUC

damental elements of workers

compensation." He acknowl-
edged, though, that several
courts have upheld an employ-
er's right to sue its workers com-
pensation insurer.

The CWCI also supports Re-
public's contention that juries
need a clear "business judg-
ment" standard to help them de-
termine at what point insurers'
behavior indicates that they
have acted in bad faith.

The judges in the Lance
Camper case acknowledged that
setting reserves is not an exact
science and requires the exercise
of judgment. "Insurers have dis-
cretion in setting reserves, and
there is an acceptable range of
reserves a carrier could set with-

out incurring liability," the pan-
el said in its decision.

Nevertheless, the appellate
court rejected Republic's argu-
ment that Lance Camper should
be required to establish that the
reserves set by the insurer "were
outside the range of permissible
decisions that other carriers

have made."

Such a requirement would

eventually allow insurers to set
an artificially high standard for
reserves, the court decision said.
The standard for reserves is that

Business/#surance, August 6,2001 /19

welcomed the proposal for an
operating and financial review
for large companies. He said it
result in publicly listed compa-
nies being required to publish
more details about their plan-
ning and its impact on workers.

Ms. Hewitt said the proposals
had been designed in accordance
with the concept of "think small
first." She pointed out that the
vast majority of companies in
the United Kingdom are small,
with fewer than 50 employees
each, and she said that these

companies were finding them-
selves "caught up in a jungle of
company law that is designed for
large companies."

Ms. Hewitt added that com-

plying with company law was
often costly for smaller compa-
nies. "At the moment, small

companies are having to bear
unnecessary costs in order to
comply with company law," she

they be set at the reasonable ex-
pectation of the claims value, the
court concluded.

In defense of Republic, Ms.
Thurston said the insurer did not

set Lance Camper's reserves to
meet a "maximum probable po-
tential." Instead, she said, Re-

public used a reasonable range.
In responding to the claim that

Republic's dividend policy was
set not by its board of directors
but by its upper management,
Ms. Thurston said that the insur-

er is small, that its board and its

upper management consist basi-
cally of the same individuals,

most daily. As for the $2,500 fee
charged for each claim that re-
mains open at the end of a policy
period, Ms. Thurston noted that
such a fee is not illegal. Further-
more, she said, the existence of
the fee had been disclosed to

policyholders, though in retro-
spect, she said, the insurer wish-
es it had made greater efforts to
point out the fee.

Lance Camper Manufacturing
Corp. us. Republic Indemnity Co.
of America, Second Appettate
District Of the California Court
of Appeal, July 23, 2001, No.
8121976.
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COMMENTARY -

Rising rates lift
all ships' costs
I too often look at insurance and risk management issues from

40,000 feet. A friend of mine who owns a boatyard brought me
down to sea levellast week.

I seldom think about how small businesses cope with their
insurance and risk management issues, since our readership tends
toward larger corporations. When insurance prices are rising, as
they are now forhealth insurance as well as properly/casualty
insurance, I tend to focus on globalissues: How will professional
benefit managers andrisk managers cope with higher pricing?
What new financing pmgrams will they implement? Will they
keep their jobs or be fired when insurance costs go through the
roof?Which insurers and brokers will benefit the most from rising
prices, how quickly and why?

Just how expensive, and wonisome, insurance is for small
businesses was broughthome forme over dinner withmyold
friend Robert MacGregor, a Scotsman who goes by the name of
Brodie. He owns The Concordia Co. Inc., a highly regarded
boatya in Southern New England specializing in custom boat
building in addition to normal repair and maintenance of fine
yachts.

Brodie confided to me that he is "feeling
the pinch" of rising insurance costs. Indeed,
insurance costs are the most worrisome issue

for him after cash flow, which is a perennial
concern in a seasonal business like

boatyards.
Out of the $55 an hour chaged forwork at

Concordia, a whopping $6.75 goes to pay for
insurance. "That's a lot, at morethan 10%,"

Brodie says. He notes, "That's more than our
profit at the end of the day-in a goodyear."

The most expensive insurance: group
health, at $630 per month for family
coverage, a 17% increase from last year.

Concordia, which Brodie bought in 1981, once paid the whole tab
forthemostgenerous healthplan available. As costs went up,
Brodie switched his plan to a health maintenance organization
and started asking employees to chip in. Employees now pay 25%
of the cost. And still, it costs Concordia $3 of every $45 charged to
provide group health insurance to its 60 employees in South
Dartmouth, Mass.

Generalliability insurance is the next most expensive, now up to
$2.75 an hour. It could have been even more expensive this year if
Brodie hadn't increased his deductible and lowemd his limits last

fall. If he had purchased comparable coverage, costs would have
gone up 15% instead of 4%. He expects another increase this year.

And then there's workers compensation insurance. This year it's
costing $1 an hour, after a 10% increase last October. And Brodie
fears it will go up to $1.50 next year, due to rising medical costs in
general and some nasty accidents suffered by employees.

Three employees are out on disability now, which troubles
Brodie. First, he worries about them as friends. "Every accident is
a serious slap to us," he says, because the company is committed to
pmventing accidents. And second, he worries about the rising
experience modification factor that willincrease his cost of
workers comp insurance.

He has been told that it would benefit him financially to pay
injured employees to come to work and read TheBoston Globe all
day rather than to have them out on disability.

Brodie, who believes in thebenefits of light-duty work for
injured employees, would provide it if he could. But there just isn't
enough light-duty work ina boatyard for an injured mechanic, for
example. If he can't find productive work for an injured employee,
he won't have them show up to "do something stupid," he says.
"That's bad for them and bad for the rest of the employees."

How will this boatyard, founded in 1926 and world renowned
for its elegant wooden yawls, cope with continually rising
insurance costs? "We have to increase our rates to cover it," Brodie
says. The hourly rate for work done by Concordia will increase to
$60 on Sept. 1.

"One wonders how much our customers can take," Brodie says.
Many of Brodie's customers are longstanding and good friends.

At least for 2002 they will pay the price for quality work. But
Brodie, who earned an MBA from Harvard in 1967, has posed the
ultimate question for all businesses, small and large: How much
will the customer take?

Publishing Director Kath,yn J. Mcintyre's commentan appears
fortnightly and on www.businessinsumnce.com. She can be
reached at kmantyre@crain.com.

Rights
Continued from page 1
both bills would guarantee access
to specialty and emergency care,
and both provide for systems of
internal and external review to

settle coverage disputes.
The House also approved an

amendment that would expand
the availability of medical sav-
ings accounts to allow anyone to
set up MSAs, regardless of
whether the individual is self-

employed. The provision also
would allow employees and em-
ployers alike to contribute to the
accounts. The amendment, of-
fered by House Ways and Means
Chairman Bill Thomas, R-Calif.,
also lowered the minimum de-

ductible for MSAs and would

make them a permanent part of
the tax law.

While the MSA provision could
cause problems in conference
committee, the chief bone of con-
tention now, as it was two years
ago, is liability.

Under the compromise an-
nounced by the president and
Rep. Norwood, coverage disputes
would be heard in federal court,

while disputes arising from medi-
cal judgments would be heard in
state courts.

After exhausting an outside in-
dependent review process, a pa-
tient who had been wrongly de-
nied coverage could receive up to
$ 1.5 million in noneconomic

damages, in addition to unlimited
economic damages in federal
court. He or she could also be

awarded up to $1.5 million in
punitive damages if the denial of
a coverage claim were "reversed
by a written determination by an
independent medical reviewer"
and "there has been a failure to

authorize coverage in compliance
with such written determina-

tion."

In addition, the compromise
would ban almost all class ac-

tions that involved a single health
plan and a single employer. Em-
ployers could be sued only in fed-
eral court, and only when plain-
tiffs could prove that the employ-
er had indeed made a coverage
decision.

Initially, the president had sup-
ported limiting noneconomic
damages to $500,000 and banning
punitive damages altogether. The
Senate patient protection act
would allow unlimited noneco-

nomic damages, as well as up to
$5 million in civil penalties that
resemble punitive damages. Rep.
Norwood had initially co-spon-
sored a House version that closely
tracked the Senate measure.

Court
Continued from page 6
routinely do not conduct search-
es for runaway drivers, because
police suspect that most of them
are Native Americans from a 10-

cal Navajo reservation, accord-
ing to court papers. The city at-
torney explained, according to
court papers, that Native Amer-
icans in the area commonly flee
auto accident scenes and then

file stolen-vehicle reports.
In overturning a lower court

decision, the appellate panel
concluded that the city might
have discriminated against Mr.
Amos even though he was white.

President Bush had threatened

to veto the Senate bill if it came

to his desk. Not surprisingly, he
praised the House action in a
statement that called passage of
the bill "an important step closer
to ensuring that patients get the
care they need and that HMOs
are held accountable."

Democrats, however, blasted
the compromise as a sellout to
health maintenance organiza-
tions and insurers, and vowed to

fight for the Senate version in
conference.

'This particular ver-

sion does a slightly

better job of manag-

ing the floodgates of
liabilitr. It also does
provide a lot of pa-
tient protection.'

- Helen Darling
Watson Wyatt Worldwide

Many employers, which had
long criticized the notion of cre-
ating any employer liability in
the name of patient protection,
consider the House bill to be sim-

ply the slightly better of two bad
options. Of particular concern is
the shape of the version, if any,
that will emerge from conference
cornrnittee.

"This particular version does a
slightly better job of managing
the floodgates of liability. It also
does provide a lot of patient pro-
tection, even though most of
what it requires either was never
a problem or was stopped within
the past year or two," said Helen
Darling, senior health care con-
sultant with Watson Wyatt
Worldwide in Stamford, Conn.

"It will still be very expensive
and could be much worse if the

compromise with the Senate
makes it look more like the Sen-

ate version. No one should forget
that we have a health care cost

crisis, and more people will lose
their coverage because they
won't want to or be willing to pay
even their share of modest cost

sharing. I actually think that's
the bigger problem. Most em-
ployers won't drop coverage,"
but employees asked to bear the
higher costs of health care might
decide it's not worth the expense,
Ms.' Darling said.

"Certainly, what passed is bet-
ter than the underlying bill," said

"The city's alleged discrimina-
tion is no less rnalevolent be-

cause it was based upon an erro-
neous assumption," the panel's
opinion stated.

In addition, the appeals court
overturned the lower court's de-

cision to dismiss a charge that
the city's inadequate police
training deprived Mr. Amos of
his constitutional rights.

The appeals court affirmed,
however, the district court's de-
cision to dismiss a charge that
the city violated Mr. Amos' due
process rights.

The case was remanded to the

lower court for further action.

The city will seek a rehearing
before the full appeals court,
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James Klein, president of th€
American Benefits Council in

Washington. But the group re-
mains concerned that an individ-

ual could still bring a cause of ac-
tion in some cases even when the

independent reviewer deter-
mined that denial was correct. He

said he is also concerned that

while "it's clearly preferred that
there are federal causes of ac-

tion," there could be "inconsis-

tent state application of federal
law."

Mr. Klein said it's "way too
early to determine" what will
happen in conference. He pre-
dicted a "very vigorous debate
amongst the House, the Senate
and White House."

The Washington-based U.S.
Chamber of Commerce is

sion as well as provisions that
would encourage the use of asso-
ciation health plans, said Kate
Sullivan, the Chamber's director-
health policy. She expressed dis-
appointment that the House re-
jected another amendment from
Rep. Thomas that dealt with
medical malpractice reform.

"We are relieved that they did
adopt the Norwood amend-
ment-it could have been a lot

worse," said Ms. Sullivan. Look-
ing ahead to the conference, "we
hope this represents an ending
point, not a starting point to ne-
gotiations" and that the presi-
dent "will maintain his very
strong position" against further
expansion of liability, she said.

In a statement issued before the

final vote, the National Assn. of
Manufacturers in Washington
called the compromise "clearly
superior" to the underlying bill
"but still more than the NAM can

support."
Michael Baroody, the NAM's

executive vp, said in the state-
ment that while the "agreement
was making the best of a bad sit-
uation," the employer group re-
mains "greatly concerned that
the legislation will move further
to the left in the subsequent con-
ference."

Meanwhile, in an analysis re-
leased Aug. 2 before the vote,
New York-based Standard &

Poor's Corp. held that a patients'
bill of rights could have a nega-
tive impact on health care. The
patients' rights proposals "come
at a time when health care costs

and health insurance premiums
are rising and the economy is
slowing down. The adoption of (a
patients' bill of rights) is likely to
increase medical costs, thereby
exacerbating these financial
pressures on health care funding

said Page's attorney, Georgia
Staton of Phoenix-based Jones,
Skelton & Hochuli.

The decision "sends a very
strong message to police depart-
ments, particularly those that
border reservations, about what
kinds of actions are appropri-
ate," said Melissa L. Tatum, an
associate law professor and co-
director of the Native American

Law Center at the University of
Tulsa in Oklahoma.

The estate Of Burton Wattey
Amos et at. us. the City of Page,
Ariz., and the City of Page Po-
tice Department et at., 9th U.S.
Circuit Court Of Appeals; 06
CD.O.S. 6313, July 26,2001.
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Parity "This bill is going to move," said the parity mandate if upgrading upgraded m the interim to comply be the extent to which employers
Frank McArdle, a consultant with its mental health care benefits to with mandates passed by state leg- currently provide coverage
Hewitt Associates LLC in Wash- comply with the law would in- islatures through managed health care

Contlnued from page 1 mgton crease Its costs by more than 1% a Since 1996, 29 states have Mercer's Ms Podeschi said that
or the treatment of other medical year passed panty legislation These those employers that move to
allments Cost increases are likely to be state laws apply only to health managed care plans from tradi-

But equitable coverage would 'Ifyou already are along those lines, according to two plans offered by commercial in- tional indemnity plans could actu-
not be requxed for the treatment recent studies An analysis of the surers and health maintenance or- ally see cost decreases even if they

Domenict-Wellstone bill earned ganizations, and most mandate have to upgrade their mental
pendency In addition, parity out for the APA was released last parity only for severe biologically health benefit packages to provide
would not be required for mental you will not see a week The study, conducted by based mental disorders The feder- full parity
health care services dellvered out- Ron Bachman, a principal in the al legislation would be binding "There still is a big opportunity
side a network, as long as benefr- big impact.' Atlanta office of Pncewaterhouse- upon both self-funded and insured to better manage care and hold
ciaries have reasonable access to Coopers LLP, estimates the av- plans and would apply to services down costs," said Ed Kaplan, avp
in-network providers - To)/Riley erage cost increase atl%,that is for broad categories of mental with The Segal Co m New York

Like the 1996 law, the Senate Watson Wyatt Worldwide the same estimate projected by the health conditions Still, some business groups, such
bill would apply only to employers Congressional Budget Office in The actual cost of full parity for as the ERISA Industry Committee
that offer mental health coverage july any individual employer would in Washington, say that a federal
m their group benefits plans Em- "The chances of passage are By contrast, when Congress was depend, in large part, on the extent mental health care parity mandate
ployers that do not offer any cov- high," agreed James Klein, the debating full parity in 1996-be- to which it would have to upgrade would discourage companies from
erage for mental health care, and president of the American Benefits fore it decided on the scaled-back its plan, said Denise Podesehi, a offermg the coverage
those with 50 or fewer employees Council in Washington bill-PwC's Mr Bachman put the consultant in the Phoenix office of But the APA's Mr Newman dis-
would be exempt The legislation, Still, the measure may not re- cost impact at a national average Wilham M Mercer Inc agrees Employers, he said, have
Lf passed by Congress, would go main in its current form Sen Judd of 2 6% "If you already are close to full come to understand that the cost
mto effect for plan years that start Greg, R-N H, the rankmg minori- According to the APA, one rea- parity, you will not see a big im- to business of mental disorders in
on or after Jan 1, 2002 ty member of the HELP Commit- son the impact of a federal parity pact," said Joy Riley, a consultant terms of mereased absences and

The unanimous vote gives the tee, said he Intends to offer on the mandate will hkely be less now with Watson Wyatt Worldwide in reduced productivlty exceeds the
measure powerful momentum as it Senate floor an amendment that compared with that projected m Atlanta cost of providing the coverage for
moves to the Senate floor would exempt an employer from 1996 is that many plans have been Another big vartable m cost unll their treatment m

Swiss Re a good one for a direct reinsur- Re's) leading life reinsurance real terms over the next 10 rector at UBS Warburg LLCin
ance writer, Mr Bolland said position in the North American years, meaning that the North New York, said that the move
"It works well for directs be- market and globally " American market will account was a good one for Lincoln Na-

Continued from page 3 cause, historically, I would say for about 60% of new reinsur- tional because of the competi-
yourself," he said "Life tends the majority of life reinsurance ance volume over the next few tive pressures faced by smaller

not to accumulate with itself," has been done on a direct basis," 91 ny time you have years reinsurers

while property business does, he said Swiss Re Chairman and CEO Ms Smith noted that the life

Mr Bolland said Another reason for the deal more people vying Walter B Kielholz said, "Lin- reinsurance business is growing
In addition to the diversifica- was simply the availability of coln Re is an excellent strategic more competitive with the en-

tion the move provides, "you can the Lincoln Re business, Mr /01 the same fit with our plans to expand our trance of Bermuda life reinsur-
get top-hne growth," he said Bolland suggested Because of life and health reinsurance busl- ers into the market and with Eu-

Mr Dubois said Swiss Re's de- consolidation in the reinsurance business, pricing is ness globally and to further ropean reinsurers becoming
cision to spend $2 billion on a industry, there currently are impacted. strengthen our leading life and more active in that area as well
U S life and health reinsurer in fewer opportunities to grow health reinsurance business in "Any time you have more peo-
no way represents a pulling through acquisition, he said North America " ple vying for the same business,
back m other areas "We look at After the acquisition was an- - Joanne Smith S&P noted m a statement that pricing is impacted," Ms Smith
Lt as a way to balance the nonlife nounced, Standard & Poor's UBS Warburg L.L C Swiss Re will assume certain 11- said "Over the longer term, lt'S
business with a more stable sup- Corp in New York affirmed its abilities and discontinued busi- probably not the kind of busi-
ply of earnings from the life ratings on Swiss Re Group and ness from Lincoln National, in- ness that you want to be in if
reinsurance side," he said said its outlook on the ratings John Fitzpatrick, Swiss Re's cluding ltS workers compensa- you're not a big reinsurer "

Acquiring Lincoln Re Will in- remains stable S&P said the af- chief financial officer, discussed tion liabilities related to the "I think for the European
crease to 44% from 37% the life firmation "reflects principally in an analyst briefing when the failed Unicover Managers Inc property/casualty reinsurers
and health contribution to Swiss the high quality of the portfolio takeover was unveiled the im- pool, disability coverage and and some of the Bermuda rein-
Re's overall premium volume, being acquired and Swiss Re's portance the company attaches London market personal acci- surers, they're probably looking
Swiss Re said Swiss Re's life firm intention to fund the acqui- to the U S life market dent reinsurance at this as a diversification," Ms
and health business division sition cost with fresh sharehold- According to Mr Fitzpatrick, The ratings agency said that Smith said
recorded gross reinsurance pie- ers' equity " Swiss Re's Economic Research although there is some uncer- Swiss Re placed its life and
miums 01 8.33 billion Swiss In addition, the 1 atings agency & Consulting unit has deter- tainty about the adequacy of re- health business into a separate
francs ($4 82 billion) for 2000 noted that the takeover "will mined that North America ac- serves established for these ex- division in 1995, and since then

In addition, the acquisition iS substantially increase (Swiss counts for $13 1 billion of the posures, "Swiss Re's rigorous it has expanded rapidly Its oth-
$20 5 billion total global life due diligence process and a er acquisitions include Dutch

LETTERS reinsurance premium volume It runoff risk sharing arrangement insurer Alhermil, Mercantile &
calculates further that North with LNC should limit any fu- General Reinsurance Co PLC
American life reinsurance bum- ture negative impact in London, and Life Re Corp of
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Homicide our benefits to include a death reimburse school districts for

benefit if a teacher lS killed on paying out the benefits, he said 8/Stock Index - 8/3/2001
the job," the spokesman said He Furthermore, Mr Clark said, he

Contznued from page 3 noted that any enhanced policy iS a bit leery about whether the
state that would likely cover death by state fund will have enough

According to the National homicide would pay out follow- money to cover the costs if an 2,650

School Safety Center, a West- ing any incident that resulted m Incident should occur
2,600

lake Village, Calif -based non- the death of a teacher Rhile on At a recent gathering of the
2.550

profit organization that tracks the job Florida Education Risk Manage-
2,500 2,380 25
2,450

school violence, 18 schoolteach- If the policy focuses solely on ment Assn, Mr Clark said,
2,400

ers have been slain on or near homicide, "it creates the wrong members discussed how individ-
2,350

school grounds since 1992 An impression of the risks involved ual school districts were to com- 2,300
additional 11 school staffers, in- m teaching," he said "We don't ply with the new law If the state 2,250

cluding administrators, custodi- think homicide is a real threat plans to reimburse the districts, 2,200

ans, nurses, security guards and for most members, and we the question becomes whether 2,150

police officers, have been killed wouldn't emphasize that with the districts should self-insure 6/15 6/22 6/29 7/6 7/13 7/20 7/27 8/3

over the past nine years any policy " the risk or transfer lt Mr Clark
Base=100 on Dec 29,1978

"Within the past two years, said he is in favor of pooling the
two NEA members were victims school districts' risks and send- Weekly Year to date Year to date

Price % change % change High Low

of school shootings,"
Vol (000)

a While we hope it is ing a request for proposals to BROKERS
spokeswoman for the NEA in various insurers

Washington said, referring to never used, we are "The first thing we need to do, Aon Corp NYS 3580 255 453 42 31 2813 6500

Mr Grunow and Dave Sanders, however, is to get clarification
Brown & Brown NYS 4838 058 3823 5069 24.75 284

Clatic Bardes Holdings NDO 2504 1214 14731 3330 725 495

a teacher shot and killed at glad that it is in from the Department of Educa- EW Blanch Holdings Inc NYS 1350 000 2258 2950 670 0

Columbine High School in Lit- tion as to what the bill is saying Arthur J Gallagher & Co NYS 2625 591 1749 3425 21.88 1759

tleton, Colo , in 1999 "NEA place just in case.' Htlb, Rogal & Hamilton NYS 4706 298 1802 47.06 33.75 448

from a reimbursement stand- Marsh & Mclennan NYS 10048 248 1412 13569 8030 3442

leaders reached out to their wid- point," Mr Clark said Willis Group Holdings Ltd HYS 1765 262 633 1850 1550 2194

ows and famihes to help in every - Spokeswoman In addition to offering benefi-
BROKERS AVERAGE -086 2003

way we possibly could, but we National Education Assn ciaries $75,000, the new Florida INSURERS/REINSURERS

wanted to do more," she said law also provides $1,000 for fu-
ACE Ud NYS 3485 510 1788 4394 31 59 6168

The spokeswoman said that, in neral and burial expenses and Arcel Intematonal Corp NDQ 007 000 7642 064 006 0

the wake of the shootings, the "The reality is, people are tuition expense reimbursement Acceptance Insurance Cos NYS 539 -771 267 694 370 284

NEA asked its insurer, Newark, safer in schools than almost for a teacher's or administra- AEGON N V NYS 2815 426 -3207 4300 2592 616

AFLAC Inc NYS 29.09 -014 1940 3747 2338 6258

N J -based Prudential Financial anyplace else," he said tor's dependent children when Allmenca Ananaal Corp NYS 51 30 225 2924 74.25 4630 1317

Services, whether lt could in- While the risk associated with admitted to a publicly funded Allstate Corp NYS 3350 566 2310 4590 2725 22216

Ambac Financial Group NYS 5829 268 -004 6400 41 38 1727

crease the benefit payout it of- teachers being killed on the job vocational-technical school, Amencan Rnancal Group NYS 2315 21.66 1285 30.75 1869 5215

fered ltS roughly 2 6 million is small, it is a growing concern community college or university Amencan General NYS 4564 064 1200 47.44 33 31 12166

members across the United among school districts, which At least one policy that ad- Amencan Intl Group NYS 81 64 -0.10 1717 10375 72 64 23808

Amencan Safety Insurance NYS 985 150 6082 1036 325 5

States are beginmng to look into horm- dresses death benefits for teach- Argonaut Group N[)0 1900 144 952 21.25 1350 136

The spokeswoman said that cide insurance benefits ers killed on the job has been AXA UAP Group NYS 2903 461 1915 3988 24.58 1397

Baldwin & lyons Inc N[)Q 2452 012 546 28.75 1575

the union is paying no extra pre-
12

"We're beginning to hear available in the marketplace for BeAdey W R Corp NDO 41 45 007 1216 4875 2288 704

mium for the enhancement, due about lt, and I have at least one years Berkshire Hathaway Inc NYS 6820000 0.29 -3 94 7460000 5350000 1

Capitol Transamenca Corp NAS 1623 019 3049 1650 1031 98to the low level of risk associat- client that has asked us to devel- "We've actually been working
Chubb Corp NYS 6851 1.64 2080 9025 6330 3695

ed with such an incident NEA op a specific AD&D policy that with schools and have had an Ctnannati Financial Corp NYS 3901 046 140 4292 3256 1833

members are enrolled automati- will be paid for by the district," AD&D plan with a felonious as- Ckgroup HYS 51.13 216 013 5913 3900 41315

cally in the insurance program, said Louis Giallonardo, a vp sault provision since 1992, said
CNA Financial Corp NYS 3265 1469 1574 4194 3206 1534

CNA Surety NYS 1425 2.74 000 1460 1063 227

and there is no cost associated with The Segal Co in Phoenix, Steve Gedestad, executive vp for EMC Insurance Group Inc NDQ 1408 300 1983 1586 850 11

with it which works with about 50 Keenan & Associates, a Tor- ESG Re Limited NDQ 367 280 9905 400 1.72 90

Everest Reinsurance NYS 6804 165 -501 7550 3894 1528

"While we hope it is never school districts m Arizona ranee, Calif -based broker that Fremont General Corp NYS 546 000 9413 697 1.50 498

used, we are glad that it iS in "There hasn't been a hue and represents about 70% of the Gainsco Inc NYS 1.17 086 5543 4.75 110 245

Harleysville Group NDQ 2625 7.24 1026 3063 1825 362
place just in case," the cry over it, but I think this com- school districts in California

HCC Insurance Holdings NYS 2337 295 1324 2966 1763 664

spokeswoman said ing school year there will be a Keenan has an exclusive ING Groep N V NYS 3280 314 1813 41.97 27.92 571

The American Federation of greater interest for it," Mr Gial- AD&D policy for school dis- IPC Holdings Ltd NDQ 2363 1.54 1252 2505 1513 336

Hartford Financial Se,vlces
Teachers, a Washington-based lonardo said

NYS 6450 174 467 8000 5350
tricts with Transamerica Occi-

5451

John Hancock Fin Services NYS 3980 1.53 578 4200 2063 5964

union that represents more than School districts in Florida dental Life Insurance Co The Uncoin Nabonal NYS 50.76 3.23 729 5638 3800 5121

1 million teachers, iS looking may be among those interested policy pays out $450,000 should Markel Com NYS 19955 1.29 1025 20747 13350 191

MBIA Insulance Group NYS 5562 031 1255 5674 3750 1933

into offering a similar benefit to in the policy an employee become a victim Meadowbrook Insur Group NYS 315 1.56 -6123 838 245 14

its members Scott Clark, the administra- while performing his or her job Metlife NYS 2923 104 1649 3663 1938 5112

Muhz] Risk Mgmt Ltd NYS 1200 949 2099 2375 340 1298

"We have not received much tive director in the office of nsks on school premises, Mr Navigators Group NDQ 2000 4 50 5023 2086 975 12

interest Lrom our members and benefits management for Gedestad said NYMagic Inc NYS 2030 074 755 2270 1300 16

about a policy," an AFT the Miami-Dade County Public "We've had some inquiries
Oh,0 Casualty Corp NDQ 1407 555 4070 1430 613 3217

Old Republic Infl NYS 2680 368 1625 7206 21 25 4303

spokesman said "With that Schools, said the newly enacted (into the policy) in the last year Parbner Re Lid NYS 4975 168 1844 6250 3844 1587

said, we historically closely fol- Barry Grunow Act is still "a lit- after Columbine," Mr Gedestad Penn America Group tric NYS 1005 000 31 80 1060 669 26

low the NEA's insurance benefit tle nebulous " It is unclear said "I wouldn't call it an over- PMACapdal Corporation NDQ 1695 -314 174 1894 1519 35

Philadelpha Cons Holding NDQ 36.07 003 1683 37.50 1638 295

offerings" whether the state will pay out whelming trend, but we've had ProAssurance NYS 1590 -433 472 1850 1056 170

"What we'll likely do lS boost the benefits directly or if it will several calls about lt " PXRE Com NYS 1760 -330 430 2010 1256 14

RenaissanceRe Holdings Ud NYS 7041 044 1009 8419 4656 371

RLI Corp NYS 42.18 055 561 4616 3563 55

Sl Paul Cos NYS 42.59 -351 21.58 57.00 3958 7531

Conference venting workers' job-related mjunes and illnesses is
SCOR NYS 4460 162 1124 5375 3975 2

SAFECO Corp NDO 3018 003 =820 3588 21 50 5826

the ultimate goal, a separate panel will consider SCPIE Holdings Inc NYS 2033 064 1395 31 40 1778 NA

safety and suggestions to improve loss control tech- Sebets Bruce Group NDQ 260 400 36222 325 053 6

Seledve Ins Group NDQ 2741 144 1303 28.22 1525 193
Conttnued from page 3 mques Tolio Marine & Fire NDO 4675 054 1798 5825 4510 85

specific problems from the moderators and panellsts The conference registration fee for a nsk manager, Torchmark Corp NYS 41 28 183 740 41 90 2463 1649

at the end of each session and durmg social gather- employee benefits manager or safety manger is $795, Transatlantic Holdings NYS 7614 107 787 8416 5613 144

Trenwick Group Lid WYS 1768 6 51 2875 2713 14.75 1382

Ings though IBF conference alumni may pay a discounted Unico Amencan Corp NDQ 650 2.69 1064 775 527 6

The conference will begin with a keynote speech $676 fee The fee for a service provider is $ 1,095, United Fire & Casualty NDQ 3017 063 5276 3452 16.19 24

by James E Green, risk manager of Fort Worth, though IBF alumni may pay a discounted $931 fee
Unitnn NYS 3774 269 710 41 94 27.75 145

UNUM Coip NYS 2818 4 35 4.86 33.75 1925 3376

Texas-based Acme Building Brands Inc In a presen- Group discounts also are available for both cate- Vesta Insurance Co NYS 1072 463 11175 1149 413 760

tation titled "Gaimng Control of an Out-of-Control gomes of registrants XLCapital Ld NYS 7695 315 -11.93 8925 6413 2165

Zenith National Ins NYS 2930 086 026 3070 2000 70

System," Mr Green will suggest his ideas for im- The registration fee ent:itles an attendee to two INSURERS/REINSURERS AVERAGE 006 5.75

proving the workers compensation system, especial- lunches, two cocktail receptions, two continental
MANAGED CARE ORGANIZATIONS

ty how best to provide cost-effective medical care to breakfasts as well as refreshment breaks throughout
workers injured on the job the conference An attendee may also participate in Aetna Inc NYS 2648 068 -3551 4269 2302 4297

In addition, several sessions wlll discuss ways for the pre-conference golf outmg for a $100 fee, though CIGNACorp NYS 8860 1104 -3303 13675 8648 11469

Health Net Inc NYS 1747 592 -3329 2694 14.13

employers to manage workers comp and related dis- space is limited and lS available on a first-come,
5376

Humana Inc NYS 1051 1301 -3108 1581 663 5783

ability claims, including practical ergonomics, ven- first-served basis Oxford Health Plans NYS 26.80 283 -3215 3206 21 25 4303

dor benchmarking and fighting fraud Speakers also In addition, conference participants can earn 12 Pac,ficare Health Sys N[)Q 1518 2331 120 6325 981 11420

Sierra Health Sen,Ices NYS 810 1196 11316 1027 244 1294

Mll consider the promise and performance of inte- continuing education credits from the California In- United HealthGroup NYS 6429 109 475 6800 4094 10628

rated disability management, especially in a chang- surance Board Wellpant Health NeDNOrks NYS 10075 219 1258 12150 79 50 4294

MANAGED CARE

ing regulatory environment that is increasingly con- Conference attendees seelang a hotel room at the
AVERAGE 022 4 50

jerned about protecting an individual's right to pri- reduced rate of $210 single/double should call the ALL COMPANIES -019 6.42

Jacy Coronado Island Marriott Resort at 619-435-3000 by
Top advancing issues Pacificare Health Systems, Humana Inc, Mutual Risk Management Ltd, Trenwick Group Ltd, OhioA luncheon workshop w11 end the conference, fea- Oct 1 Attendees wishing to play golf should call the Casualty Corp, Leading decliners. Amencan Financial Group, CNA Financial Corp. Clark Bardes Holdings, Sierra Health

.uring a discussion of innovative technologies to IBF registrar at 516-594-3000 no later than Sept 15, Services, CIGNA Corp The B/ Index mcreased 0884 the Dow Jones 30 Industnals rose 09294 the S&P 500 was again

ielp employers prevent and manage workers comp though capacity may have been reached before then unchanged,andthe NYSE Composite rose 045% Average P/E Brokers, 24 91% Insurers/reinsurers. 2852 percent and
managed care companies, 1493%

ind disability claims while empowenng workers For additional details, contact Ms Fauci at IBF,
Because most experts generally agree that pre- 516-594-3000, ext 19, orjennzfed@:bforum m Source CNET /nvestor (investor cnet com) Boulder, Colo
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66 NIOF FAKIEl® ONIE.
It takes courage to do something that's never been done before. To attempt a feat that goes beyond conventional thinking.
But, it also takes planning and a complete understanding of all the problems that may arise. No one has better firsthand
knowledge of the inherent risks of daring enterprises than we do. In fact, we're the leading U.S.-based provider of custom-tailored
risk solutions for companies all over the world. So the next time you wake up, mind ablaze with an idea that nobody's
attempted to pursue before, contact AIG. We're the organization that helps challenging ventures get off the ground.

WORLD LEADERS ON ONSLFRANSE AND RMANOBAL SERVOCES
Insurance and services provided by members of American International
Group, Inc., 70 Pine Street, Department A, New York, New York 10270.

AIG
WWW.AIG.COM


