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UPDATES
Insurers can seek to rescind

film financing contracts: Court
LONDON-Insurer participants in a

film financing program may rescind their
contracts if they can show that policy-
holder Chase Manhattan Bank or its bro-

ker misrepresented facts about the pro-
gram before its placement, an English
court has decided.

In a preliminary ruling in one of several
film finance disputes, a judge in London's
High Court of Justice this week allowed
insurers to pursue claims that Chase and

See Updates on nezt page

IRS offers new 401(k) loan guidance
By JERRY GEISEL

WASHINGTON-The Internal
Revenue Service has finalized

some rules and proposed others
designed to help employers ad-
minister 401 (k) and other defined
contribution plan loan programs.

In particular, the rules, which
will apply to loans made after Jan.
1,2002, detail when a loan is con-
sidered in default and the tax con-

sequences of a default. Published
in the July 31 edition of the Fed-
eral Register, the rules also ex-
plain how certain situations-
such as plan participants tem-

porarily leaving a company for
military service-affect the

amount of time they have to repay
a loan.

For employers, the rules provide
welcome government guidance.
benefit experts say.

"This takes care of a lot of is-

sues," said Kyle Brown, an attor-
ney with Watson Wyatt World-
wide's Research and Information

Center in Bethesda, Md.

"The IRS has clarified and pro-
vided welcome guidance on a lot
of issues," Mr. Brown added.

Under federal law, employers
can allow employees to borrow

Bush's record

may attract
businesses

By MARK A. HOFMANN

WASHINGTON-Although he
didn't spend much time dis-
cussing issues of interest 50
risk and benefit managers as
he accepted the Republican
presidential nomination last
Thursday night, Texas Gov.

George W. Bush has accumu-
lated a considerable record on

such issues during his five and
one-half years in office.

Employers find the gover-
nor's record on business is-

sues-particularly tort re-
form-encouraging. In fact,
Gov. Bush chose tort reform as

03

one of his major campaign is-
sues when he first sought his
state's highest office in 1994.
He proceeded to deliver on his
promises shortly after being
sworn in, despite the fact that
he faced a Legislature domi-
nated by Democrats.

"In terms of a theme, he has

been favorably disposed to-
ward supporting civil justice
reform. From the perspective
of the business community in
Texas, that would be viewed

as very positive," said David
M. Farmer, senior vp-federal
affairs in the Washington of-
fice of the Alliance of Ameri-
can Insurers.

"It's obvious that Gov. Bush

was able to work with the

Legislature in a bipartisan
fashion," Mr. Farrner said. As
a result, Gov. Bush was prob-
ably able to accomplish more
of his agenda than might have
been expected, he said.

"Given his popularity even
before he announced for the

presidency, we've been able to
See Bush on page 21
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from their 401(k) and other de-

fined contribution plan account
baladces. According to Hewitt As-
sociates LLC; more than 80% of

401(k) plans have loan provisions.
Generally, the law allows em-

ployeei to borrow up to half of
their vested account balances, or
$50,000, whichever is less.

First in 1995 and later in 1998,

the IRS published rules on a vari-
ety of loan administration issues,
such as when a loan is considered
to be in default and the tax conse-

quences of making certain admin-
istrative mistakes.

The rules published this year, in

several areas, finalize the earlier
proposed rules and also propose
guidance in other areas.

Under the final rules, employers
are allowed to give their employ-
ees a grace period, beyond which
the outstanding loan would be
considered a "deemed distribu-

tion" and thus taxable income to

the employee.
This grace period, which the fi-

nal regulations term a "cure peri-
od," cannot extend beyond the
last day of the calendar quarter
following the calendar quarter in
which the required installment is
due. For example, if a loan pay-

Higher reti ree costs to hit employers

ment was due on Jan. 31, the pay-
ment would have to be made no

later than June 30 to prevent the
outstanding balance from being
considered a deemed distribution.

The final rules also explain how
much of a loan is considered tax-
able when more than the maxi-

mum amount is borrowed. For ex-

ample, if an employee with an ac-
count balance of $200,000 bor-
rowed $70,000, he or she would be
considered to have received a

deemed distribution of $20,000-
the excess over the $50,000 limit-
and would be taxed on that

See Loans on page 22

HMOs dump Medicare
By MICHAEL PRINCE

The withdrawal by many health
maintenance organizations from
the Medicare+Choice program
will hit employers in a familiar
place-the wallet.

Health care experts say that
employers can expect to pay more
for their retiree health care plans
because fewer individuals will be

enrolled in low-cost Medicare

HMOs next year, when the pull-
outs take effect.

Despite the pullouts, experts
agree that, in markets where
Medicare+Choice HMOs remain

available, they are still a good
way for employers to reduce re-
tiree health care costs.

According to the Health Care
Financing Administration, the
federal agency that administers
the Medicare program, of the 6.2
million people enrolled in Medi-
care HMOs, about 934,000 are af-

Medicare+Choice fallout

Enrollees affected by HMO withdrawals in 2000: 934,000
Enrollees with other HMO option: 775,000

Enrollees with no other HMO option: 159,000

Enrollees affected by HMO withdrawals in 1999: 327,000
Enrollees affected by HMO withdrawals in 1998: 407,000
Source: William M. Mercer, Health Care Financing Administration

fected by the pullouts announced
in 2000. Of those, about 83%, or
775,000, are in areas where other
Medicare HMOs will continue to

operate. The remainder will have
to return to traditional Medicare.

The two biggest health insurers
withdrawing from the Medi-
care+Choice program are CIGNA
Corp. and Aetna U.S. Healthcare
Inc. Together, those two insurers

cover almost half of the affected

beneficiaries, HCFA said.
Aetna said its move affects

355,000 members, or 54% of its
total Medicare+Choice members.

CIGNA said that about 109,000
beneficiaries are affected by its
withdrawals, representing about
two-thirds of the beneficiaries in
its Medicare HMOs.

See Medicare on page 22

Oil giant merges captives
ExxonMobil to combine two Vermont facilities

By RODD ZOLKOS

MONTPELIER, Vt.-Resolving
a key issue arising from last year's
Exxon Corp.-Mobil Corp.
megamerger, Exxon Mobil Corp.
has combined its two Vermont-

domiciled captives into a single
multibillion-dollar entity.

The captive merger, approved
last month by Vermont regulators,
sees the coverages previously
written by Mobil's Bluefield In-
ternational Insurance Inc. and

Exxon's Ancon Insurance Co. Inc.

combined within the Ancon cap-
tive.

Exxon formed the Ancon cap-
tive in 1989. Mobil formed Blue-
field in 1986.

E-£9_nMOi 1.
"Essentially, it's a result of the

extension of the Exxon-Mobil

merger," said Rich Filippi, man-
ager of finance and compliance
for Irving, Texas-based Exxon-
Mobil. "Both Exxon and Mobil

had Vermont captives."
Because the two captives cov-

ered very similar sets of risks, the
efficiencies that could result from

a merger of the two captives were
readily apparent to the company,
Mr. Filippi said.

"From an administrative point
of view, it made sense to merge
the two companies as quickly as
we could," he said.

"With the merger, Ancon essen-
tially increased its capital and
surplus to about $2 billion," Mr.
Filippi said. "Nothing else is
changing. Ancon will assum,-1
the liabilities of the formeS''
field company effective J,-

Ancon will write/-

coverage for its co"
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UPDATES Bakery plans to appeal
Film contracts rescindable: Court big racial bias award
Continued from previous page
broker Heath Group PLC fraudulently or negligently misrepre- By SALLY ROBERTS of $120 million could be granted " The company
sented film finance risks Judge Stuart Pollack of the San also said that lt believes the ver-

Under the deals covering such box office flops as Barbra SAN FRANCISCO-Interstate Francisco Superior Court cut the diet "was not supported by the
Streisand's "The Mirror Has Two Faces," the insurers agreed to Brands Corp has no employment original $11 million compensatory company's record and that the al-
repay movie industry borrowers' bank loans if the movies failed practices liability insurance to award to $5 8 million last Wed- legations are unsubstantiated "
to recoup their costs cover the nearly $130 million in nesday but denied a stay of the IBC "has a strong record of en-

Chase has filed a $21 9 million claim for losses on "The Mirror damages that the wholesale bak- judgments, IBC said suring that every employee works
Has Two Faces" and lS seeking millions more for several other ery was ordered to pay last week Of the 21 African-American in an environment free from dis-

films produced by Phoemx Pictures Inc and others (BI, June 5) to 21 employees who brought plaintiffs at three IBC operations crimination," according to the
HIH Casualty & General Insurance Ltd, AXA Colonia Ver- racial discrimination charges in California, the ]ury found that statement "We aI e committed to

sicherung A G and other insurers charged that Chase and Heath against the company IBC had acted with malice and equal opportunity and diversity
misled them about the terms of the program and the loss experi- Kansas City, Mo -based IBC, a oppression toward 17 of them, and, therefore, we cannot and will
ence of previous deals wholly owned subsidiary of Inter- who will subsequently share the not tolerate discrimination under

While Chase maintained that it is not responsible for any non- state Bakeries Corp and the pro- punitive award All 21 will share any circumstances IBC takes all
disclosures, the London court ruled that insurers can rescind their ducer of Wonder and Home Prlde the compensatory award allegations of discrimination serl-
coverage for fraudulent or negligent misrepresentations The breads and Twinkie snack cakes, In a statement, IBC said, "We ously, and we have policies and
court also ruled that the insurers may seek damages from Heath denied all the allegations and said believe that plaintiff's counsel procedures in place to address
for intentional misrepresentation, but may not seek damages from it would appeal the verdict- failed to produce any evidence workplace allegations quickly
Chase for breach of duty of utmost good faith which included a punitive award upon which punitive damages See Damages on page 6

The London action is one of several lawsuits-many pitting
Chase against AXA Group units-arising from film financing Former judqe replaces Quackenbush
losses that may reach $1 5 billion industrywide

Aetna's first-half profits lower New regulator in California
HARTFORD, Conn -Despite rising revenue, Aetna Inc 's first-

half net income fell, largely due to higher-than-expected medical By JUDY GREENWALD can Gov Ronald Reagan during
costs his career

Gross revenues rose 37 9% to $16 0 billion during the first half SACRAMENTO, Calif -The His experience includes a brief
of this year The increase reflects Aetna's acquisition of Pruden- appointment of a highly regarded stint in 1966 as commissioner of
tial HealthCare during the second half of 1999 Net income retired ]udge to replace former In- California's Workers Compensa-
dropped 81%to $355 8 million from the same period a year earli- surance Commissioner Chuck tion Appeals Board Most recent-
er Quackenbush, who left his post ly, he was an arbitrator and medi-

Aetna attributed the decline to higher-than-expected medical last month amid mounting allega- ator with the San Francisco-based
costs for its commercial and Medicare health maintenance orga- tions of corruption, is expected to Judicial AI bitration & Mediation
nization business The company last month announced it was go a long way toward restoring Services
withdrawing from numerous Medicare HMO markets to help stem both the reputation and efficacy Mr Low would Ieplace Clark
these losses of the California department Kelso, a professor at the Universi-

For its commercial business, Aetna lS looking to raise rates to Gov Gray Davis' appointment ty of the Pacific MeGeorge School
offset the higher medical costs, and rates will increase on average of Harry W Low, 69, to the of Law in Sacramento, whom Mr
13% for fourth-quarter renewals compared with the same period $132,000-a-year post of insurance Quackenbush named interim
of 1999, an Aetna spokeswoman said commissioner is expected to be commissioner shortly before he

Total membership in Aetna's managed care plans dropped 3 % confirmed by the Legislature left office (BI, July 10)
for the first six months of this year to 17,212 Mr Low, who retired from the A spokeswoman for Mr Low

Meanwhile, Aetna said it is pushing ahead with its plan to make 1st Appellate District in San said that he preferred not to be in-
the insurance company more friendly to both plan members and Francisco in 1992, has received terviewed, pending his apprcval PHOTOS AP/ WIDE WORLD

health care providers As part of this initiative, Aetna is investing judicial appointments by both by the Legislature It could no- be Gov. Gray Davis (left) named
its regional heads with more authority as well as making them re- Democratic Govs Pat Brown and immediately learned whether he Harry W. Low California's new
sponsible for their territory's results The move reflects its philos- 3 erry Brown as well as Republi- See Low on page 20 insurance commissioner
ophy that a decentralized approach can better respond to local
health care trends, the spokeswoman said

Also, the company is introducing more open-access plans for
2001, responding to the demand by members for a less restrictive Directory of surplus lines insurers
approach

CNA to retain life businesses and wholesalers approaching
Business Insurance will pub- ume or $10 million of gross pre- If your company meets the re-

CHICAGO-CNA Financial Corp has decided to retain the in- lish its annual directories of miums, from policies issued on quirements for one of these di-
dividual life insurance, long-term care and retirement services surplus lines insurers and a direct, non-admitted basis rectories and has not received a
businesses, after conducting an exploration of a possible sale of wholesalers in the Sept 11 15- covering commercial risks questionnaire, please request
the businesses sue, which will also include a To be listed in the directory of one immediately by calling Di-

The Chicago-based insurance company said it will continue to Spotlight report on the suiplus wholesalers, a company must rectory Editor Kevin Edison at
explore the separate sale of its viatical settlements and life rein- lines maiketplace serve retail brokers as a whole- 312-649-5279

surance businesses The directories are published sale broker, managing general Copies of the questionnaire
"Having completed a comprehensive evaluation, we maintained as an editorial service, and agent or underwriting mar.agei also can be printed from the di-

our basic business discipline and decided not to sell these bum- there is no charge to be includ- regardless of whether it pr_mar- rectories area of the BI Web
nesses for less than they are worth to CNA," CNA Chairman and ed To be listed in the directory ily uses admitted or non-admit- site, unme businessmsurance com
Chief Executive Officer Bernard L Hengesbaugh said in a state- of surplus lines insuIers, insur- ted markets A wholesaler must Completed questionnaires

1
nnent ance companies must receive at report premium volume and to- must be submitted by the ex-

CNA announced in March that lt was studying the sale of the least 50% of their premium vol- tal gross revenues to be listed tended deadline of Aug 16
life insurance businesses, a move the company said at the time fit
with others it has made toward focusing on commercial property/
casualty lines NS/DE
Health spending on rise: EBRI

• Employers must reconsider how employee benefits fit Commentary 21

Into a recruitment and retention role, a new survey sug- Datebook 14
WASHINGTON-Health care spending is on the rise and that

gests PAGE 4 For the Record 23
trend is likely to continue, according to a report by the Employee

Global Briefs 15
Benefit Research Institute

• Bus nesses should begin now to explore and manage Insurance Services Guide 16
The Washington-based EBRI reported that national health care the potential risks that will emerge for them as the human International 15

expenditures in the United States increased 5 6% between 1997 genome is uncoded, this week's editorial says PAGE 8 Letters 8
and 1998-up from 4 7% between 1996 and 1997-reaching a Opinions 8

record high of $1 1 trillion in 1998 • In Perspectives, Anna M Rappaport of William M Mer- Perspectives 13

The July issue of EBRI Notes cites data from the Health Care Fi- cer Inc offers suggestions for how employers can tap the Products & Services 10

nancing Administration indicating that the private sector ac- talents of employees nearing retirement age PAGE 13
counted for 54 5% of national health care spending, while the Business Insuran.e OSSN 0007 6864) Vol 34, No 32, Is published weekly

public sector accounted for 45 5% in 1998 • Risk managers see a greater role for themselves in by Crain Commur,Ications Inc , 740 N Rush St , Chicago, 8 60611 2590
 , Periodicals posta ge is paid at Chicago and at additional mailing offices"  The EBRI report noted that the public sector data may signifi- managing intellectual property, corporate brands, reputa- POSTMASTER Send address changes to BUSiness Insurance, Circulation

mtly understate the real amount that the public sector actually tions and other non-traditional risks PAGE 15 Department, 565 E Jefferson Ave Detroit, Mich 48207 $4 a copy and $89

ds on health care For example, EBRI stated, 11 has been esti- a year in U S $1 CS m Canada and Mexico (includes GST) All other coun

Departments tries $209 a vear (includes ekpedited air delivery) Canadian Post Inter at public-sector employees contributed $63 2 billion to-
national Publicaticns Mail Product (Canadian Distribution) Sales Agreement

Durchase of employment-based health insurance, Advertiser Index 20 No 0293512, GST No 136760444 Printed m USA Copyright 2000 by

See Updates on page 22 Class/fleds 18 Crain Communica lots Inc
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Insurer ordered to defend
BORR

trade group in gun suits <

2»31. I -

/2 :i#39:
By MICHAEL BRADFORD cause the cities are suing to recov- the insurer responsible for paying

er costs that include the market- defense costs in the gun suits The J VI
AUSTIN, Texas-Scottsdale In- ing and promotion of firearms suit was filed in New- Orleans be-

surance Co has a duty to defend a Among the charges in the com- cause the NSSF is named as a de- 4*
.

trade association named as a de- plaint are those that the NSSF fendant in a suit the city filed
fendant in lawsuits against gun and other defendants were negh- against the gun industry % .0

manufacturers, a federal appeals gent because they did not warn The court denied Scottsdale's
gr

court has ruled about the "risks of guns and the motion, and while lt did not rule
Without ruling on proper storage" of on whether the insurer would ac-

whether coverage the firearms, failed to tually have to pay any damages
insurer wrote for the

'601
develop safety fea- that might be awarded in the

National Shooting tures, including one suits, it agreed with the NSSF :"*42«hall>4

Sports Foundation that would prevent that the insurer was liable for de- ,Eerf'41:Gn.

PHOTO NOAAInc would apply to guns from being fense costs63any claims that arise fired by unautho- The court ruled that "since

from the suits, the rized users and dis- there is a potential for coverage,"
5th U S Circuit couraged others there is a duty for the insurer to Storm tracking
Court of Appeals from developing provide a defense, according to
ruled July 11 that such features Jerold Oshinsky, an attorney for ISO compiles 50 years of hurricane dataScottsdale must de- The coverage case the NSSF and a member of the
fend its policyholder began in September Washington firm Dickstein, NEW YORK-A compilation of U S hurricane loss information

The NSSF, a Newton, Conn - 1999 when Scottsdale filed a re- Shapiro, Morin & Oshinsky LLC for the past 50 years was issued by Insurance Services Office Inc
based non-profit trade group for quest for summary Judgment in Scottsdale appealed the deci- on July 24
the firearms and recreational U S District Court in New Or- sion, and a three-judge panel of The 32-page booklet, "A Half-Century of Hurricane Experi-
shooting industry, is named in leans, arguing that general liabili- the 5th U S Circuit Court of Ap- ence," contains historic information on the cumulative effect of

about a dozen suits that seek to ty policies it wrote for the NSSF peals unanimously upheld the Atlantic and Pacific hurricanes that made

recover the costs that municipal contained exclusions that pre- lower court's ruling The panel landfall m the United States, as well as infor-
government plaintiffs allege stem vented coverage for any claims ruled on the appeal in a hearing mation on individual humcanes

from the unauthorized use of that might arise from the gun held in Austin, Texas For example, from 1949 to 1999, catas-
handguns suits In response, the NSSF filed The insurer has filed a motion trophic hurricanes caused insured property

The association is named be- a motion asking the court to find See Defense on page 20 losses of $37 9 billion in the United States, the booklet states And
three of the five most costly hurricanes of the past 50 years-An-
drew, Hugo and Georges-occurred between 1989 and 1999

Shake-up at SAFECO Despite the large losses in the 1990s, the 1950s produced the
largest number-nine-of intense hurricanes in the Atlantic that
made landfall in the United States Intense hurricanes are defined

as storms carrying sustained winds of 111 mph or more

Management focusing on improving performance The booklet also contains detailed information on the 30 largest
hurricanes of the past 50 years in terms of insured losses

By MEG FLETCHER the Seattle-based insurer's The insurer reported that in- The information is derived from ISO's own statistics as well as

largest business unit creased property/casualty un- information from the National Hurricane Center and other

SEATTLE-A management "We believe that a different derwriting losses, particularly sources

shake-up at SAFECO Corp lS style of leadership and execu- in the Midwest, offset Improved Also contained in the booklet is information on mitigating hur-
expected to help the insurer re- tive involvement is required to results by subsidiary American ricane losses, catastrophe modeling and insurance
focus its efforts to improve the restore SAFECO to its historic States Financial Corp, which Single copies of the booklet are available for free by calling ISO
profitability of its property/ca- levels of profitability," accord- SAFECO acquired in 1997 at 800-888-4476

sualty business, which includes ing to a statement by William While SAFECO is implement- -By Gann Souter
commercial insurance G Reed Jr , who was appointed ing rate increases across most

Chairman and Chief Execu- in May to serve as lead 1nde- of its lines of business, the com-
tive Officer Roger Eigsti an- pendent director for the insur- pany expects the rate hikes will
nounced last week that he in- er's board of directors take time before they are re-
tends to retire effective Dec 31 "The directors have been dis- flected in the company's finan- Specia =lists gathering
In addition, Randy Stoddard, appointed with SAFECO's fi- cial results
president of SAFECO's proper- nancial performance for several The insurer lS looking both
ty and casualty companies, quarters We expect SAFECO Inside and outside the company
"submitted his resignation ef- to be among the Industry lead- to replace Mr Eigsti, and Mr at comp conference
fective immediately," according ers in terms of financial perfor- Dickey is a candidate, said Mr
to a SAFECO statement Addi- mance," Mr Reed said Reed MARINA DEL RAY, Calif -A management at Westaff in Walnut
tional details about Mr Stod- For the first six months of As one securities analyst de- diverse group of more than 30 risk Creek, Calif
dard's plans were not immedi- this year, SAFECO's gross rev- scribed lt, the board's action managers, ergonomists, loss con- The formal conference will be

ately available enues grew 6 1% to $3 64 bil- was "a wake-up call" that it trol specialists and attorneys will preceded by the annual Employ-
SAFECO President and Chief lion from the same period in wants leaders with "a more ag- share their insights about the lat- ers' Private Roundtable, a popular

Operating Officer Boh Dickey 1999 Net income, however, gressive posture to turn around event at which employer repre-
will assume Mr Stoddard's re- dropped 69 3% to $58 9 million the company's underwriting THE EIGHTH ANNUAL sentatives can candidly discuss
sponsibilities as president of from a year earlier dynamics " . pressing problems and seek advice

from their colleagues

Child care center grows 1,mnnee®
That session will be moderated

by Kathryn J Mcintyre, publisher

WORKERS COMPENSATION
and editorial director of Buszness

AND
Insurance She co-chairs the con-

DISABILITY MANAGEMENT ference along with Meg Fletcher,

Amgen builds new onsite center to handle employee needs CONFERENCE
a BI senior editor, with assistance
from IBF President and CEO

By CLEO BURTLEY cal company generated gross revenues of $1 09 Alexandra Scott, and IBF Vp Jen-
"We had several expansions" billion By the end of 1999, the est strategies for preventing and nifer Fauci

Once upon a time, fathers prior to the new center, he said company's workforce swelled to managing workers compensation The interactive spirit of the
brought home the bacon, mothers The company decided to take ad- 6,400 and Amgen's gross revenues risks during the upcoming Busz- roundtable lS encouraged
stayed at home with the kids, and vantage of advances in computer topped $3 34 billion ness Insurance Workers Compen- throughout the conference, and
employers didn't worry about of- technologies and "build a state- For employees in Southern Cal- sation and Disability Manage- attendees are invited to ask ques-
fering child care benefits to em- of-the-art facility," he said ifornia, many of whom face long ment Conference tions and seek advice from the

ployees Called "Camp Amgen," the new commutes by car, the child care The eighth-annual event, which event's more than 30 individual
But today, low unemployment child care center can handle far center is a time-saver is co-sponsored by International speakers or panelists

and a strong economy-with an more children than Amgen's pre- "We draw employees from 50 Business Forum of Rockville Cen- The conference will begin with
intense demand for employees vious center of the same name, miles north to 50 miles south," tre, NY, will be held Oct 16-18 a keynote speech by Dan Kugler,

m with technical skills-are prompt- which it opened in 1992 The and when an employee's child lS at the Ritz-Carlton Hotel in Mari- director of risk management for
1 ing employers like Amgen Inc to 44,856-square-foot new center sick, the parent need not go far to na del Rey, Calif Snap-On Inc of Pleasant Prairie,
enhance their work/life benefit opened in June Roughly 300 chil- be assured the child is receiving The conference will focus on the Wis In a presentation titled "Se-
packages dren, ranging in age from 6 weeks proper attention, the spokesman best practices of companies in curity on the Road to Recovery,"

For Amgen, the drive for "a real to 5 years, currently use the facil- noted preventing and managing the hu- Mr Kugler will discuss his com-
recruitment and retention tool" 1ty full-time, up from 70 in 1992 The Amgen spokesman would man and economic impact of job- pany's management approach to
led the company to expand its Amgen's growth as an employer not comment on costs related to related in]Unes Conference topics helping workers following their
child care facilities recently by played a large role in its need to construction and maintenance of were chosen and developed with lob-related injuries
opening an enlarged center onsite, expand ltS child care offerings to the Camp Amgen the help of nearly two dozen In addition, developments in ef-
according to a spokesman for the employees In 1992, when its first Bright Horizons Fam.ly Solu- members of an advisory board, fective ergonomics programs will
Thousand Oaks, Calif -based Camp Amgen opened, Amgen em- tions Inc , a child care manage- which is chaired by Jeffrey W be discussed by two winners of
biotechnology and pharmaceuti- ployed about 1,250 workers and See Amgen on next page Pettegrew, vp-insurance and risk See Conference on page 21
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Amgen
Continued *om previous page
ment and consulting firm, manages
Amgen's child care facilities. Based
in Cambridge, Mass., Bright Hori-
zons services an estimated 250
clients, 75 of which are Fortune 500
companies, according to a spokes-
woman.

"If you think about it statistically,
you can almost count on three hands
the people who build" onsite child
care facilities, said Helen Darling,
senior work/life consultant at Wat-
son Wyatt Worldwide in Stamford,
Conn. "Usually, someone gets revved
up (in a company) once a year" and
proposes an onsite or near-site child
care program, she said.

While Ms. Darling foresees benefit
and human resource managers "pay-
ing more attention to back-up care"
programs for employees with no al-
ternative means of temporary or

emergency child care, she cites a hi-
erarchy of solutions for companies
interested in making an addition to
their work/life benefit plans.

As in the case of Amgen, large em-
ployers can see significant increases
in productivity and loyalty by bring-

'You can almost count

on three hands the

people who build onsite'
child care facilities, says
Helen Darling.

ing a child care facility to the work-
place, benefit consultants say. De-
pending on cost, employers may
choose to manage the facility in-
house or outsource it to a child care

management firm. And some em-
ployers use near-site care cen: ers

and reterral services, with employees
receiv-ng discounts on enrollment,
ccmsultants note.

Befcre a company decides to jump
or, the child care bandwagon, how-
er er, a number of factors should be
ccnsidered, said Rich Federico, vp
and work/life practice leader at The
Segal 20. in New York.

While there are "community pres-
sures' and' CEOs who brag about"
their work,life benefit programs,
benett managers "have to have a
baseline before there can be are-

turn," he sa-d. Corporate data, such
as esrimatcs of employee absen-
teeism, "wculd be nice to know up
tont. '

"Isit aligned with business issues?
Is there a vocal outcry of the work-
force who say, 'We badly need this?'
It.'s no different than establishing a
need for ary other work/life bene-
tt," said Mr. Federico. "You don't
want to haKe to justify an expensive,
unutilized" benefit.

Do you, taKe the Ro01 Less faveled
With your alte<native fis K Oppoff#\Ifies?

44

Frontier does. A long time player in specialty markets,
Frontier is uniquely able to provide you with the expertise
and insurance services vital to successful onshore/offshore
risk-sharing vehicles such as: Captives • Rent a Captives •
Risk Retention Groups and Other forms of Alternative Risk
Transfer Options.

We work, with you to cust6mize coverag-es and services,
including feasibility studies', ' fronting, reinsurance

, support, *oss control, claims handling, and legal services
that will give you the direction needed to safely navigate
your alternative risk opportunities.

' To»take the road to success,
call Dick Marshall at 800-836-2100, ext. 5341.
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Captive
Continued from page 1
company, including property, casual-
ty, marine and directors and officers
liability insurance.

'We're assessing all the
lines that we write to

bring them in line with
the Exxon-Mobil merger,'
says Rich Filippi.

"Right now, we're assessing all the
lines that we write to bring them in
line with the Exxon-Mobil merger,"
Mr. Filippi said.

Conducting business in more than
200 countries, ExxonMobil is en-

gaged in the exploration and produc-
tion of oil and gas, the manufactur-
ing and marketing of fuels, lubri-
cants and chemicals, electric power
generation and coal and minerals op-
erations.

The Ancon captive is managed by
ExxonMobil Risk Management,
while Bluefield International Insur-

ance Inc. had been managed by
Marsh Inc. in Bermuda. Marsh Man-

agement Services Inc. in Burlington,
Vt., was resident agent for both cap-
tives in Vermont and will continue in

that role for the Ancon captive.
According to Derick A. White, as-

sistant director of captive insurance
in the Vermont Department of Bank-
ing, Insurance, Securities and Health
Care Administration in Montpelier,
captive mergers like the Ancon-Blue-
field consolidation have occurred

fairly frequently over the past year.
The captive merger activity reflects
the merger and acquisition trend
prevalent in the broader business
world, he said.

"We've had a lot of parent compa-
nies merge in the past 12 months and
they both had Vermont captives, and
they combined the captives into one,"
Mr. White said. "Some of them, when
the policies come up for renewal,
they write twice as much premium."

The captive merger, which was ap-
proved July 1, was done "very
smoothly," according to Mr. White.
"Rich Filippi came up here and ex-
plained it to us, and we have a lot of
faith in them," he said.

"The Insurance Department in
Vermont was very receptive to it,"
Mr. Filippi said. El

Job seekers looking
at more than salary

By LEE FLETCHER

For employers attempting to re-
cruit talent in a tight labor market,
selling job candidates on the advan-
tages of the company is increasingly
important, a new survey shows.

A key way to do that, the survey' s
authors contend, is promoting the
employer's traditional and work,/life
benefit offerings.

The survey, which was developed
by Menlo Park, Calif.-based tempo-
rary staffing service Accountemps,
drew responses from 150 human re-
sources and director-level executives

from Fortune 1000 companies in the
United States. It found that 98% per-
cent of respondents believed that sell-
ing job candidates on the advantages
of the company is more important
now than it was only three years ago.

Sixty-nine percent of respondems
said that touting the advantages of
their company is "very important" in
recruiting candidates, while 29% said
it is "somewhat important," com-
pared to three years ago.

"What we're finding is that job
seekers have so many job options out
there. Although salary is one factor.
now they have more choices in front
of them. They can decide whether
they have career advancement opper-
tunities and whether or not there are

continual learning opportunities,"
said Reesa Statem, director of corpo-
rate communications and research

manager for Accountemps in Menlo
Park.

Ms. Statem said that job seekers
consider such issues in addition to

salary, so an employer must be pre-
pared to highlight them during a j ob
interview.

She pointed out that roles of job
candidates and employers have re-
versed, with companies now selling
themselves to applicants during the
interview process.

"We're seeing the unemployment
rates remaining low and companies
making efforts to recruit people," Ms.
Statem said.

"Now the tables have turned, and a
job seeker might have three or four
offers on the table, so the employer
needs to be proactive and basically
sell the candidate. It's beyond just an
interview to get to know the candi-
date, it's also a little bit of a sales
pitch to show to the potential em-

ployee that this is a place you want to
work," Ms. Statem said.

A smart company, Ms. Statem said,
will maintain a focus on traditional

benefits and then supplement them
with benefits that can create a more

inviting corporate culture, such as
flex time.

"People want to have it all right
now-they want to be able to work,
but also to have a personal life," Ms.
Statem said, and recruiting efforts
must address that desire.

According to Corey Sherman, an
Atlanta-based principal with Buck
Consultants Inc., employers need to
change their attitude in three areas.

First, he said, recruitment and re-
tention are no longer company-fo-
cused, and a candidate will not neces-
sarily seek out an employer by virtue
of its name-recognition factor. When
recruiting, companies chiefly should
"show how the company's interests
and needs align with the prospective
employees," Mr. Sherman said. "It's
all 'me' focused, and that's reality,"

Mr. Sherman also said that compa-
nies need to get beyond the idea of
employee loyalty.

"It's dead. You're not going to find
people and keep them there forever
on the basis that they love you. It's
more that they'll be in it as long as it's
good for them-as long as they're
stimulated and challenged. The
biggest workforce sin in the 2000s is
to be stuck in a boring job," Mr. Sher-
man said.

"We're now in the age of possibili-
ties, and people have more choices
than any generation has ever had," he
said.

The idea of benefits, as they are
generally understood, also is dead,
according to Mr. Sherman.

Benefits "are a maintenance item.

It's the way that you use them-it's
not whether you have them or not.
You have to think of benefits in a dif-

ferent way, as personal needs, life is-
sues and even work preferences," Mr.
Sherman said.

According to Mr. Sherman, the
presentation of a benefit is more im-
portant than the benefit itself.

"Though it sounds counterintuitive,
a benefit that's not as good, but is bet-
ter communicated and understood is

valued more highly than a great ben-
efit that is not communicated as

well," Mr. Sherman said. [al
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Damages
Continued from page 2
and fairly."

Angela Alioto, the San Francis-
co-based attorney who represent-
ed 17 of the 21 plaintiffs, de-
scribed IBC's employment prac-
tices as "insidious" and called the

punitive damage award "reason-
ably based."

"This verdict is going to deter
discrimination in the corporate
workplace," predicted Ms. Alioto,
of the law offices of Joseph L.
Alioto & Angela Alioto. "There
couldn't be a more-precise way of
deterring this type of conduct."

"Discrimination in the work-

place is totally out of control,"
Ms. Alioto added. "Human re-

source departments of huge cor-
porations are not doing what they
should be doing, and that is re-
sponding to (discrimination) com-
plaints."

The plaintiffs wrote "letter after
letter" to IBC's human resources

department and to management
complaining about the discrimi-
nation, but to no avail, Ms. Alioto
said.

Most of the plaintiffs work or
worked in IBC's San Francisco-

based Wonder Bread plant. They
allege, among other complaints,
that they were subject to ongoing
racial slurs and unfair working
conditions for more than 30 years.
They also alleged in their lawsuits
that IBC hires African-Americans

only for entry-level and low-level
positions and consistently fails
and refuses to promote them.

According to the two com-

plaints filed in 1998 and 1999 that
were later consolidated, IBC has
roughly 600 employees at its San
Francisco plant, of whom 25 are
African-American. Court papers
said that, at the San Francisco 10-
cation, only two African-Ameri-
can foremen hold positions above
entry level.

'This verdict is going to
deter discrimination' in

the workplace, says
plaintiffs attorney
Angela Alioto.

The complaints note that, of the
48 salesmen in the San Jose,
Calif., distribution plant, two are
African-American, and of the 35

salesmen operating out of the
Oakland, Calif., distribution

plant, four are African-American.
According to the court papers, no
African-American in any of the
three locations, some of whom

have been with the company more
than 20 years, holds a manage-
ment position.

Gerald L. Maatman Jr., a part-
ner at law firm Baker & McKenzie

in Chicago, stressed the impor-
tance of having a diverse work-
force, having African-Americans
in management positions and hav-
ing a workplace where everyone
has equal oppor.unity. When a
racial minority ends up on the
negative end of the equation, Mr.
Maatman said, the costs can be
catastrophic.

"Texaco proved it three years
ago," he said, referring to the
$176.1 million settlement of a race

discrimination suit agreed to by
the White Plains, N.Y.-based oil
company in late 1996. "Race dis-
crimination cases are a real dan-

ger for Fortune 500 companies."
Mr. Maatman, who serves as

chairman of Baker & McKenzie's

global labor. employment and em-
ployee benefits practice group,
called the verdict a wake-up call
for Fortune 500 risk managers
who haven't purchased employ-
ment practices liability ir.surance.
Still, he said, he does not believe
that the punitive damage award
will stand.

"The trial court judge will cut
damages by 25% to 50% before
the case ge:s up to the appellate
court," Mr. Maatman predicted.

Allegations of race discrimina-
tion against IBC are not limited to
California. Currently, the compa-
ny is defending itself against three
race discrimination suits, in Den-
ver, New York and Orlando, Fla.,
an IBC spokesman confirmed. The
spokesman also noted that a race
discrimination suit in Indianapo-
lis is on appeal after a judgment
against the plaintiffs was ren-
dered earlier this year.

Carroll et at. vs. Interstate

Brands Corp. et al.; Superior
Court Of the State of California in
and for the City and County of
San Francisco, Case No. 995728.

Bryant et al. us. Interstate
Brands Corp. et at., Superior
Court Of the State Of California in
and for the City and County of
San Francisco; Case No. 304142.

Boeing won't tap
cover for settlement

By GAVIN SOUTER

CINCINNATI-The Boeing Co.
will use corporate revenues lor
the up to $54 million it agreed to
pay to settle two lawsuits brought
by the U.S. Department of Jus-
tice, a spokesman for the aircraft
manufacturer said.

The suits allege that Seattle-
based Boeing placed defect.ve
gears in Chinook helicopters,
which caused the fatal crashes of

two U.S. Army helicopters, whch
were valued at more than S20
million in total. Five servicemen

were killed in the crashes.

Boeing, which continues to
deny the allegations, has prod.zct
liability insurance coverage, ted
by Associated Aviation Under-
writers Inc. in Short Hills, N.J.
But, according to a Boeing
spokesman, "Right now, the plan
is for the company to pay the set-
tlement."

The ultimate amount that Boe-

ing will pay in the settlement re-
mains unclear.

A Boeing statement said the
company is seeking an appellate
court ruling on whether liability
issues stipulated in defense con-
tracts are enforceable in lawnits

brought under the False Claims
Act, under which both lawsiits

were brought.
The appellate court will rule

"whether the Department of De-
fense self-insurance contract

clause, known as the High Value
Items Clause, under which the

government assumes liability for
the loss of high-value items due
to defective components, applies
to actions brought under the
False Claims Act," the Boeing
statement said.

If the court rules in Boeing's fa-
vor, at least some of the $54 mil-
lion likely will be paid by the
governnnent, the company

spokesman said.
The settlement covers alleged

defects in transmission gears in
the CH-47D helicopters, which
were manufactured by two Boe-
ing subcontractors.

One helicopter with the al-
legedly defective gears crashed in
1988 on a mission in Honduras,
killing five servicemen, according
to the Justice Department. An-
other Chinook with the gears
crashed in Saudi Arabia during
Operation Desert Shield in 1991,
injuring two people on board.

The Justice Department filed
its lawsuits in U.S. District Court

in Cincinnati, near where one of
the Boeing subcontractors is
based.
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AUDIENCE PROFILE:

Risk managers, loss prevention and safety managers,
benefit managers, workers compensation and disability managers,
along with representatives from state and local governments...

plus insurers, brokers, consultants, and representatives
from HMOs and PPOs.

ADDRESSING THE LATEST DEVELOPMENTS IN

WORKERS COMPENSATION AND DISABILITY MANAGEMENT PROGRAMS

INDUSTRY EXPERTS TO ADDRESS:

, Employer successes in improving workers , Coping with federal proposals on
compensation programs ergonomics and privacy

, Using medical networks to save health
care costs

# Enhancing worker safety through
behavior modification

EMPLOYERS' PRIVATE ROUNDTABLE:

Monday, October 16th
Employen Only - This roundtable session provides an opportunity for participants to voice
concerns about their workers compensation programs and share information to find solutions
to common problems.
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Please register me to attend the The Eighth Annual Business insurance Workers Compensation and Disability Management
Conference, October 16-18, 2000.

0 lam asemice provider -$1,095 0 lam a risk, employee benefitor safety mmager - $795

Name:

Title:

Company:

Address:

City: State: Zip:

E-Mail:

Telephone No.: C ) Fax No.: C )

REDUCED RATE ACCOMMODATIONS: Pleasf makeyourreservation directly with The F,ili-Carlton Hotel at (310) 823·1700. There isa special ·oom tate
of $210 Single/Double, if you mention the onterence. (Specia/ rate cut-o#dateis September 15,2000.)

Please photocopy for additional registrants. Send registration form (or a photocopy) and payment to:

7 IBF 100 Merrick Road, Suite 500, West Bldg • Ro, kville Centre, NY 11570

IBF • Intemational Business Forum

international Business Forum Telephone: (516) 594-3000 • Fax: (516) 594-5479 • Email: cathyf@ibforum.com • Website: www.ibforum.com

O Please invoice me. O Check enclosed (Please make check payable to Irtemauotal Business Fomm and write WC'(10 on tile check.)
PLEASE CHARGE rO: O American Express O MasterCard/Visa

Camholder name:

Card No. Exp. Date:

Signature:

0 Please lorward information abouttable-top exhibits. Contact Julie Tarsi at BF (516j 594-3000 ext. 14
0 Please forwardinformition on sponsorship oppomunities. Contact Jannite Caratu at IBF (516)594-3000 ext 15

GROUP DISCOUNT: Register two or more people from your firm and receive a - 0% discount off each registration fee
(All pafties must register at the sametime and must attend to obtain the group discoum offered. Cannot be combined with other discount ofters)
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Beware new genetics risks
T

HE RECENT ANNOUNCEMENT that re-

searchers have mapped most of the human ge-
netic code opens up nearly limitless opportuni-

ties for a better quality of life for billions of people. It
raises the hope that someday, genetically linked ill-
nesses will join smallpox as plagues of the past, ban-
ished forever by skillful manipulation of human ge-
netic material. It could be the scientific equivalent of
the Holy Grail.

But-welcome as that possibility of a healthier
world is-for risk and benefit managers, this scientif-
ic milestone also marks the beginning of a journey
into a wilderness of unknown perils.

Even though it will take decades for all of the ma-
jor implications of this breakthrough to become evi-
dent, Congress has already begun considering the po-
tential risks it presents. As we reported recently, bills
that would ban "genetic discrimination" in the work-
place have already been introduced in the House and
the Senate (BI, July 24). Even though these Demo-
crat-sponsored measures have next to no chance of
winning passage this year, the issue isn't going to go
away.

And that's very understandable. The question of
how genetic information will be treated is a nexus
among issues involving employee benefits, employ-
ment practices liability, privacy and business ethics.

Consider just a handful of the specific questions
raised by the general issue of genetic discrimination:
How should an employer respond if it learns that a
job applicant's genetic makeup predisposes that oth-
erwise excellent candidate to a fatal disease that

could significantly increase the employer's benefits
cost? How should an insurance company underwrite
an individual who has a genetic predisposition to a
costly illness that may not manifest itself for decades?

Who should have access to genetic information?
What safeguards need to be put in place to prevent
the unauthorized dissemination of genetic informa-
tion, and what penalties should be exacted from those
who violate privacy rules? Who is liable, and to what
extent?

These and other questions ultimately will be an-
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swered legislatively and judicially, but those answers
won't come soon.

Thus, it is imperative that employers become en-
gaged as soon as possible in the debate that will pro-
vide the answers. The debate will not be over whether

safeguards should be created, but rather, what those
safeguards should be.

Employers have a lot at stake in that debate. The
complexity of the issue guarantees that there will be
wide variations in interpretations of their right to
have access to such information and their liability for
how it is used.

Employers have the luxury, though, of enough time
to get their concerns out in front of lawmakers and
the general public. They better take advantage of that
opportunity, too, for to get involved in the debate
now can help assure that the great scientific quest to
unlock the genetic code doesn't end with employers
holding a grail that holds nothing but a bitter swal-
low of limitless liability.

Treat employees like consumers
To the editor: I am writing regarding the

July 24 article "Health Care Plan Gives Con-
sumers More Choices." The subhead for the

article, "Strategy Treats Employees Like
Adults," misstates the entire challenge we
face in the improvement of the delivery and
financing of health care. We need to treat

I adults like consumers.
Our current health care delivery and fi-

nancing techniques are heavily skewed to-
ward systems that have caused two genera-
tions of Americans to view government and
the employer as "parents" who provide for
the needs and wants of their"children" with

no regard to the costs involved in providing
these benefits. Defined contribution health

plans will not reduce the costs of health in-
surance for employers, nor will they increase
the attraction and retention of employees.

There was a similar debate in the 1980s,
when employers saw health insurance cover-
age costs rising at double-digit rates with no

end in sight.
In that debate, escalating hospital and

physician service costs were the poisons.
Managed care was the elixir. "Flexible cred-
its," or a defined contribution health plan,
was the spoon offering up the medicine. Pre-
scription drugs and aging baby boomers are
the current to)dns causing health care cost
increases.

Many companies in the late 1980s em-
braced the technique of defined contribution
health plans only to find that the definition
of "contribution" was "continued yearly in-
creases" in health care premiums. We also
saw a large number of employees who previ-
ously did not participate in employee bene-
fits taking advantage of the credits employ-
ers were providing just because they were
available. Many employees signed up for
their companies' health insurance or other
"flex-eligible" coverages even though they
had coverage through spouses or other

LETTERS TO THE EDITOR

, Business Insurance welcomes letters to the editor, This
section is intended to be a forum for readers' opinions and
comments. We reserve the right to edit tetters for clarity or
space. We will not publish unsigned letters. Ptease send
your letters to Letters to the Editor, Business Insurance,
740 N. Rush St., Chicago, Itt. 60611; far. 312-280-3174; e-
mail: pwinston@crain.com

sources. These employees had no sense that
they had been granted benefits, and employ-
ers' benefit costs went up with the increased
participation. Many flexible benefit plans
were replaced by the traditional defined ben-
efit approach.

We are now realizing that managed care
has squeezed much of the excess out of the
health care system. Physicians and other
providers are resisting further cost contain-
ment by the insurance companies. Insured
patients believe that managed care is depriv-
ing them of freedom and ease of access to
health care. Have your employees heard the
term "formulary?" If so, I bet they think this
idea is as much fun as a barrel of monkeys.
This perception of managed care is perpetu-
ated by the interest groups that have a stake
in the failure of managed care arrangements.

There is no argument that health care de-
livery and financing needs improvement.

See Letters on page 11

Bl'S ONLINE FORUM

Visit BI's Online Forum, which offers unmoderated dis-

cussion areas for readers to exchange ideas or information
on risk management, employee benefits insurance and
miscellaneous other topics.

The Online Forum is located at: http://www.businessin-
surance. com/forum/index. htmt/
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Legislative battles loom on the horizon
By MICHAEL PRINCE

gents, brokers and

A
insurers will find

themselves address-

ing a host of legisla-
tive concerns this

year and next.

From privacy protection to agency
licensing to the reform of tort, pen-
sion and workers compensation
laws, intermediaries and insurers are

gearing up for what many believe
will be a busy state and federal leg-
islative session next year. And the

outcome of some of these federal ef-

forts, lobbyists note, willlikely be af-
fected by the results of November's
presidential election.

Although 2000 has been a relative-
ly quiet year for insurance-related
concerns, activity at both the state
and federal levels is expected to
greatly increase next year, said Bob
Zeman, vp of state legislative affairs
for the National Assn. of Indepen-
dent Insurers in Des Plaines, Ill.

Many state legislatures were not in
session in 2000, and, for those that

were, this year's elections often pre-

duded getting much work done.
"They held off acting on some is-

sues this year," Mr. Zemar. said.
Perhaps the biggest issue the states

will be addressing is privacy. In the
wake of the Graham-Leach-Bliley
Act that modernized the financial

services industry, states will be re-
quired to pass legislation addressing
the privacy of personal information,
such as health care information (see

story, page 12D).

Another significant issue that will
be addressed at the state level is

agent licensing. Currently, many

luu,Lu.peace-of-mind-for-your-colector- c lients.c om

states have barriers to the licensing
of non-resident agents, hindering
the ability of individual agents to op-
erate in multiple states.

"Agent licensing is an area that
needs modernization," the NAWs

Mr. Zeman said.

But many insurers, agents and
brokers are concerned about a

change from the current, state-based
licensing system to a federal aF-
proach. Under the financial mod-
emization law, unless at least 29

states pass laws by November 2002
to bring uniformity or reciprocity to

111 uu uu.expeditious-and-knowl edgeable-claims-handling.com

www.houu-to-protect-and-preserue-a-collection.com

uu unu.couerage-tailored-to-meet-your-client's-needs.com

LULL,LU.all-brokers-luelcome.com

11;Lulu.axa-art.cn
(or click bere)

Nordstern
ART

collectors preserve culture. we insure it.

The AXA Nordstern Art Insurance Corporation is solely responsible for its own obligations.

1

their licensing laws, Congress has
the power to create a federal agency,
the National Assn. of Registered
Agents and Brokers, which would
serve as a dearinghouse for multi-
state licensing.

"It's a threat to the states," Mr.
Zeman said.

If fewer than 29 states have passed
such laws by the deadline, NARAB
will be able to issue to agents licenses
that every state will be required to
recognize.

"It will be a passport for them to
sell insurance in every jurisdiction,"
said Joel Wood, senior vp, govern-
ment affairs, for the Council of In-

surance Agents & Brokers in Wash-
ington.

And time is running out for the
passage of state licensing laws.
Adding to the pressure is the fact
that six are not in session in 2002

and must pass the laws next year,
lobbyists explained.

The individual states can either

pass laws that are based on the
model legislation drafted by the Na-
tional Assn. of Insurance Commis-

sioners or that extend licensing to
any agent who is licensed in any
other state. So far, two states-Ken-

tucky and New Hampshire-have
passed the NAIC model law, while
Missouri and North Carolina have

passed reciprocity laws.
"A lot more states are looking at

legislation," said Nicole Allen, direc-
tor of state affairs for the CIAB.

Insurers are pressing for passage of
these laws to avoid a federal takeover

of agent licensing. "We want to pre-
serve state regulation for the busi-
ness of insurance," Mr. Zeman said.

Several insurer and agent trade
groups-induding the Alliance, the
CIAB and the National Assn. of Pro-

fessional Insurance Agents-have
banded together to promote passage
of the state laws. As part of this joint
strategy, each state has been as-
signed to a particular group that will
spearhead the lobbying efforts there,
explained John Inbert, senior vp,
state government affairs for the Al-
liance of American Insurers in

Downers Grove, Ill.

As part of the coalition's strategy,
members of the various groups will
meet with insurance regulators in
the states and enlist their help in
passing the bills.

"We plan to turn up the volume
and get on with it," Mr. Lobert said.

One impediment, though, is op-
position by agents who want to
change the model law so that insur-

See 'Laws on page 12D
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Continued from page 12B

ers' customer service representatives
will have to become licensed, Mr.
Lobert said.

Furthermore, the CIAB prefers
state passage of the NAIC modellaw
over that of a reciprocity law.

Failing the passage of state uni-
form licensing laws, "at this point,
we would much prefer to see
NARAB," rather than a patchvork
of redprocity laws, Ms. Allen said.
Such a patchwork would not ease
the licensing burdens of national
brokers, she noted.

Also in the wake of the finandal

modernization law lies the issue of

federal chartering of insurers.
The state licensing system now in

place creates "barriers to interstate
coverage," said Mr. Wood of the
CIAB, whose members generally
have a national presence and look
favorably on federal licensing. State
licensing means an insurer must file
rate and policy changes with 50 dif-
ferent departments and await ap-
proval from each.

The issue is currently on the agen-

da in Congress, although it proba-
bly won't become law this year, Mr.
Wood said. In the past, the forces
that favored state regulation have
been very strong. Now, though,
with new entrants into the insur-

ance field-primarily banks and
other finandal institutions-the

pro-federal option is gaining more
support.

"The political dynamic is shift-
ing," Mr. Wood said.

"Next year, will probably see
some proposals before Congress
that will make (a shift to federal reg-
ulation) a more prominent issue,"
said Robert Dibblee, senior vp for
government relations for the NAII
in Washington.

Looking ahead, Mr. Wood said
that if the Democrats take over the

House, he expects that Rep. John
Dingell, D-Mich., will become head
of the Commerce Committee. Rep.
Dingell, who has championed the
issue in the past, would "very ag-
gressively challenge the state regula-
tory system," he predicted.

Even if such a development does
not result in the passage of any fed-
eral laws with regard to licensing, it
could scare the states into harmo-
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nizing their own licensing proce-
dures, Mr. Wood said.

Without this federal action, Mr.
Wood said, he's not sure the states
will be moved to act. "Pressure

needs to be applied by Congress to
create the political dynamic that
leads to national treatment," he
said.

But not everyone prefers national
licensing of insurers. The NAII, for
one, favors a state-based approach,
Mr. Dibblee said.

The dass-action legal mechanism
is another issue ripe for reform on
the federal level, lobbyists said.

Class-action lawsuits can be quite
costly to insurers, said Ann Spra-
gens, senior vp for public policy de-
velopment and general counsel for
the Alliance. Possible federal legisla-
tion, if passed, could limit the
venues in which attorneys for dass
actions could file their suits or de-

crease attorneys' incentives for
bringing such suits, Ms. Spragens
explained.

Two types of laws could serve as
models for states to follow, she said.
One would reduce the amount of

money that a defendant would
have to post to appeal a verdict.
Such a measure was passed in Flori-
da this year and was used by tobac-
co companies after they were re-
cently hit with a $145 billion verdict
in the state.

Furthermore, some states have

passed laws requiring the disclosure
of fee arrangements between a state
attorney general and the private at-
tomeys hired to prosecute dass-ac-
tion suits on behalf of the state, Ms.
Spragens said.

Insurers also advocate passage of

Tls

reform that "would allow dass ac-

tions to be referred to federal courts

from state courts," Mr. Dibblee said.

Such a measure would prevent so-
called forum shopping, in which at-
tomeys seek to file suits in states
most favorable to their clients.

A bill with such a provision has
passed the House and the Senate JU-
didary Committee and is awaiting
action before the full Senate, al-

though President Clinton opposes
the bill. This is the furthest this pro-
vision has progressed in Congress in
recent years, he said.

Because the two major presiden-
tial candidates hold opposing views
about tort reform, the bill's future

may be tied to the results of this
fall's presidential election, Mr. Dib-
blee said. Texas Gov. George W.
Bush supports tort reform, while
Vice President Al Gore opposes it.

Also at the federal level, modem-

ization of the Employee Retirement
Income Security Act is looming in
the future, said the CIAB's Mr.

Wood. It's not moving ahead this
year but could emerge next year,
particularly if Gov. Bush, who sup-
ports the idea, is elected. Specifical-
ly, the proposals seek to eliminate,
in some situations, the fiduciary lia-
bility of employers that provide in-
vestment advice about employees'
401(k) plans and to lower the num-
ber of employees required to permit
the creation of self-insured health

plans.

Agents and brokers also support
the passage of the Portman-Cardin
pension reform bill, which would
make 401(10 plans more attracti,·e
to employers by relaxing certain re-
strictions on the plans. The bill

passed the House by a large margin,
but it has yet to be approved by the
Senate. Mr. Wood said that a vote in

the Senate may take place sometime
in September, but President Clinton
has indicated he would veto the

measure.

Mr. Wood predicted that a Bush
presidency would probably aid pas-
sage of a pension reform law. That's
because, even if the legislation does-
n't reach the president's office this
year, it likely will pass both houses
of Congress next year.

"Early next year, this will be on
the first tax bill to reach the presi-
dent's desk," Mr. Wood said.

At the state level, insurers seek re-

form of workers comp laws in Cali-
fomia. The insurers favor legislation
that would reduce administrative

costs and help them return to prof-
itability, but have not yet been suc-
cessful in passing such a measure.
"But it will be back next year," the
Alliance's Mr. Lobert predicted.

Deregulation of commercial lines
is also an ongoing issue in the states.
In recent years, 25 states have
passed deregulation bills. But Mr.
Lobert said he regards many of these
as flawed, because they establish a
premium threshold for deregulation
that is too high-up to $250,000 in
some states. Insurers want to push
through deregulation bills with
lower thresholds, typically at levels
of about $25,000, he said.

Deregulation has been opposed
by agents and brokers, as well as by
consumer-advocate groups in some
places. Despite this, Mr. Lobert said,
insurers plan to make a major push
in 2001 for the passage of deregula-
Mon laws. Ell

Privacy law unlikely this year
By RODD ZOLKOS

1though little state
privacy legislation
has been enacted

this year, and

chances are slim thatAa kderal pdvag
measure will pass before year's end,
the issue remains dosely watched
throughout the insurance industry.

The issue of privacy, whether it in-
volves the Internet financial infor-
mation or health records, has be-

come a hot-button topic with the
public on many levels.

Consequently, those promoting
the insurance industry's legislative
interests antidpate further efforts to
enact privacy laws that could have a
significant impact on the way
agents, brokers and insurers do busi-
ness.

Last year's passage of the federal
Gramm-Leach-Bliley Finandal Ser-
vices Modernization Act helped add
fuel to the privacy fire.

The act, which permits previously-
barred affiliations between banks

and insurers, induded a provision
that allows the affiliated companies
within a financial industry holding
company structure to share a client's
finandal information. The client

must be notified, however, and be
given an opportunity to opt out be-
fore that information could be dis-

tributed outside the holding compa-
ny "family."

The law also permits states to set
additional requirements, prompting
industry concerns of a worst-case
scenario in which companies would
face 51 different sets of privacy laws.

For now, with the legislative ses-
sions of many states adjourned for
the year, the pace of legislative priva-
cy activity has slowed.

"We're now to the point of the
year where most state legislatures
have either adjourned or recessed,
and we've actually seen very little
with regard to enactments," said Rey
Becker, vp of property/casualty for
the Alliance of American Insurers in

Downers Grove, Ill.
And of the measures that have

been enacted, most have simply di-
rected state insurance departments
to promulgate privacy regulations or
to conduct studies of the privacy
issue, Mr. Becker said.

"It's a summer lull, but we haven't

heard the last of it," said Robyn
Rowen, senior counsel with the Na-

tional Assn. of Independent Insurers
in Washington.

The limited enactment of privacy
legislation at the state level this year
has not been for lack of trying.

"There were bills in about every
state this year," Ms. Rowen said.

And the industry expects more of
the same next year.

"I think this is an issue that is not

going to go away," said Robert A.
Rusbuldt, executive vp of the Inde-
pendent Insurance Agents of Ameri-
ca in Alexandria, Va. "I think it is an

issue that may rise to the presiden-
tial level. You might see it in the de-
bates."

"And it is not a Democrat or Re-

publican issue," Mr. Rusbuldt said.
"We're seeing some unusual al-
liances."

"I think those that stonewall this

issue do so at their own peril," he
said. "With the very invasive ability
of the Internet now to get into peo-
ple's records-either medical or fi-

SeePrivacy onnextpage



Privacy
Continued from previous page
nancial-I think people are going
to demand that that information
be protected in the future."

The medical records issue is at

the center of several proposed mea-
sures in both houses of Con-gress
that are a concern both to insurers
and producers.

Of particular concern is a House
bill sponsored by Rep. James A.
Leach, R-Iowa, that would bar the
distribution of health information

and consumer spending informa-
tion derived from health records

without the consumer's approval.
That bill has cleared the House

Banking Committee.
"Right now, the hot issue is the

medical privacy issue in Congress,
because the House Banking Com-
mittee passed the Leach bill," Mr.
Rusbuldt said.

Mr. Rusbuldt noted that the IIAA

supported the Leach bill as original-
ly submitted to committee, because
the organization felt it addressed
agent/broker concerns. But an
amendment was added to that bill
that would allow cause-of-action

suits, making it unacceptable to
most private-sector entities.

"The kach base document-the

bill he introduced that they worked
off of-was actually a good bill,"
Mr. Rusbuldt said.

The top producer concern is that
agents and brokers be allowed ac-
cess to employee health informa-
tion when employers are shopping
their health plans, he said.

"There is no health provider
that's going to bid on that without
all that information," Mr. Rusbuldt
said. "So, for the purpose of shop-
ping health insurance only the
agent/broker should have access to
that information." Otherwise, he
said, the organization agrees that
the employee should have com-
plete control over his or her medi-
cal information.

Insurer groups also are watching
the Leach bill.

"The Leach bill would affect us

and, obviously, we have concerns
about it," Ms. Rowen said.

High among insurers' concerns is
that the current draft would limit

their ability to share information
for fraud-fighting purposes or in lit-
igation situations.

With elections looming ever dos-
er and time running short on this
year's congressional session, most
believe that federal privacy law will
not be enacted this year.

"Congress only has a limited
number of session days left, and
they have to get a lot of things
done," the Alliance's Mr. Becker
said. "And this is just one of many
things they have to deal with."

"I think it's highly unlikely that
any privacy bill will be enacted this
year," Mr. Rusbuldt said. "But I've
got to tell you, when it gets near
the end of the session and you get
those big omnibus bills making
their way through Congress, it
wouldn't surprise me if someone
tried to slip a privacy bill in."

With legislative activity on priva-
cy apparently in a holding pattern,

the focus shifts to the activity of
state regulators, with the National
Assn. of Insurance Commissioners'

Privacy Working Group developing
a model privacy regulation.

"Probably the major venue for
privacy regulation right now is the
NAIC," Mr. Becker said.

The NAIC's working group on
privacy is considering model regu-
lations related to both finandal

and health information. "Those,
for us, are both a cause for con-
cern," the Alliance vp said. Both
proposals, as currently written, are
"overly broad," he said.

There's also concern about the

NAIC's decision to apply the priva-
cy regulations to information in-

K

volving workers compensation
claimants.

The NA[I's Ms. Rowen said that

her organization believes that if
workers comp is included in the
privacy regulations-as is the case
in the cugent draft-it should be

on only a very limited basis, Iequir-
ing daimant approval before infor-
mat:ion is shared with non-affiliat-
ed third parties.

With insurance companies re-
quired to comply with Gramm-
Leach-Bliley's privacy regulations
by July 1, 2001, the industry is
looking for the NAIC to promote a
uniform approach to privacy
among the states.

"We need direction from state
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regulators," the NAII's Ms. Rowen
said. "And many of those regula-
tors don't have autherity in their

: states to implement" privacy regu-
lations, as doing so would require

1 legislative action, she said.
"This is such a tremendous test of

state regulation. This is one issue
where we really need uniformity,"
the group's senior counsel said. "If
there are 40 sets of regulations
floating around out there, I can
guarantee you there's going to be a
backlash. Companies are going to
go to the federal government and
say, 'One regulation, please. '"

Mr. Becker said the Alliance be-

lieves legislatures and the NAIC
should get together and promote a

4-af«-
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privacy approach that is consistent
with the language in the Gramm-
Leach-Bliley Act, giving those pro-
visions a chance to work before in-

terfering with them. He remains
wary of the potential for the vari-
ous state efforts to take a different

turn in next year's [egislative ses-
sions, recaNing shat, though little
was enacted this year. numerous
bills were introduced.

"We dodged a burlet this year,
but next year, we may not be so
luck>.," Mr. Bedker said. "We're
probably going to see a replay of
what we saw this sessiom, and that's
a concern for us. because you can
have a hodgepodge of 50 different
state privacy regulations." 111
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1 Agent/Broker Topics

Insurers should seek out agencies with survival skills
By SALLY ROBERTS Uibution system mole pm,htable, I the insurer's system, she said. In- ion, what we're not doing well" sess those higher standaids of cus-

To survive, the distnbutor of stead of three io six data entry ses- i "The typical CSR takes phone , tomer service and productivity In

T
o profit more flom I today must do seveial things bet-  sions pei dient-which is average calls all day long," Ms. Bates said. some cases .nsuless can aid agen-
ff.ge agency distrnbu- tej, Ms Bates said for agencies today-all the steps "They are lucky to get one task cies by assisting them with needed
tion system, jinsureis should be ted into one single i fiom one phone call done before, resources. financial incentives and
only should work entry, Ms. Bates said.

and support agencies Atiothei survival skill is that While thete aie exceptions to this, mance standaids, she said
that have the drive

 the next pnone call comes in ' edtication to raise these oeifoi

 I agencies need to dvesi» info "thais preuy sad,"she said Insuiers should "give agencies

and attnbutes to be SUIVIVOrs, an mole products of related value to Surviving agencies also view undefwnling authonty and pay
agency consultant contends clients, she said. theli databases as sacred, Ms Bates thein " she said, predicting that,

"Do not enable the weak and A key one 85 that agences Ovelall, Ms Bates said, agencies said Such agencies, she said, de- , within 10 yeals, manyietail agen-
confused," said Vi,gima M Bates, should handje tiansactions seam- that aie survivois are increasing , mand enor-free data from Lheir cies MIl be managing geneta}
co-foundei of Melrose Mass - lessly The typical customet service their pjoductlvlty by iliring cus- , staff, their vendors and their insur- agencies
based VMB Associates Inc representative processes numerous , tomeI services representatives who ers. In addition, insurers should re- 1

Speaking to an audience of m.- policy changes, provides many are opportunity seekers, as op- These agencies also are willing spect agency requii ements foi 4

suref maiketing professionals at documents, such as certificates of posed to oidei takers. to invest m a good Web ite, she electronic data bansmission, she 1

the recent Insurance Maiketing insurance, and answers countless I "Weve lined people thal rake said noted

Communications Assn 's annual  bi]Ifijng questions, Ms. Bates said orders really wel]1, but we haven't I Such agencies do not view flie 1 Insurance companies also
confejence, held June 25-28 m These inquities come hom multi- hiyed people Lhat take on account- I phone as the only access to should jequire agencies to develop
Hilton Head Island. S.C, Ms Bates pie channels--including e-mall abijity," she said chents, and they realize thal who- marketing and sales plans, she

discussed what agencies need to messages, telephone calls and cus- In a typical agency. revenue per ever owns the online portal, owns said Iii addition, insurers should
do to sufV][Ve, what suiwping torner wajlk-ins-and }[litfoimation f -- --- c Fs only about $75,000, the cheof, Ms Bates said. develop profit-based agency corn-
agents are doing and what insw- then must be liansmitted mto the she said "We've been told by I Most chents, slle said, have two pensation structures. for example,
eis (an do to make the agency dis- agenc management system and some foi years diat IR should be flo three underwiriters forthe][1 in- , agencies couki be paid different

more ]Uke ,%100,000. I don't thjnk surance plogram "They don't pficentages of commission i pased
3100,000 25 enough . We need want ic go to <ill thiee Web sites to on five-year average {Loss ratios.6

5125,000." Ms Bates said. If agen- ' see w]hat their entile insuiance Finally insurers also should use

Need a purchasing aes ate able to boost ievenues, program looks hke. They want to e-commerce approaches {to make
'hey will have enough money to go to one system and find out ev- lisurance a simple process. and

group formed?
Fast & accu rate setu p

pay people fhat can produce birw- erything," she said. they sliould achew propnetary

ness, iather than simply piocess The survivor agencies also aie approaches, Ms Bates sajd.
oidets, she said.  cieallng a sefvlce plan foi every "][ pity the poor CSR thal hac to

The rde of an agency is to  chent and are twng by it, Ms know five to six agency manage-
midge the customer into buying Bates said ''Every chent has partic- ment systenks jin ordeT to woik."
something that they»'H be happy , ulai needs " she said.6

she said "We have to get nd of

with laier, Ms. Bates said. "Thal. 15 Insufers. Ms Bates said, should tlie proprietary ikay of lookuig at

on a fixed quote basi5' the value and that ls, in my opin- seek out those agencies that pos-  things'
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Online sureties

SAN FRANCISCO-Agents and
brokers can now access the surety
marketplace via a new Web site
launched by San Francisco-based 6
urety.com. By visiting the site,
www. esurety.com, agents and brokers
can procure surety bonds and re-
ceive commissions on their sales.

In addition, agency customers can
access eSurety.com directly by pro-
viding an agent's "referral code" or
using a link on an agency's Web site.
This allows agents to better service
both the occasional bond require-
ment or the large account, while still
receiving commissions and full re-
porting on all transactions, accord-
ing to the company.

In a statement, eSurety President
Ted Hertz said that the company's
goal is "to enable insurance agents
and surety insurers to sell products
over the Internet. We do not com-

pete with agents; we give them tools
to be mom competidve," he said.
eSurety.com is currently registering
agents in California and will begin a
national rollout soon.

New Synaxis member
ATLANTA-Westcott & Associates

Inc. has joined Synaxis Group Inc., a
Nashville, Tenn.-based brokerage
network. The Atlanta-based proper-
ty/casualty agency will combine its
operations with Merritt & Mci<enzie
Inc., an Atlanta-based brokerage,
which operates Synaxis' hub in
Georgia.

Synaxis links major regional bro-
kers with strong community-based
agendes in a "hub and spoke" net-
work, which promotes cross-selling
of products and services and stream-
lines administrative functions, ac-

cording to Synaxis.
Through the anangement, West-

cott & Associates' dients will have

access to a broader array of proper-
ty/casualty and surety products and
to comprehensive benefit programs,
induding group health, life and dis-
ability coverage, retirement plans,
key-person protection and deferred
compensation plans, according to
the agency.

Synaxis' eight offices, which are
located in Georgia, Kentucky and
Tennessee, produce more than $33
million in total annual revenues, ac-

cording to the company.

Broker deals

The consolidation trend within

the insurance intermediary industry
has been hot this summer.

Chicago-based Acordia Inc. re-
cently completed the acquisition of
W.H. Plott Agency Inc., an insur-
ance broker based in Tuscaloosa,

Ala., that has expertise in the con-
struction, real estate and public-enti-
ty industries. Terms of the deal were
not disclosed. W.H. Plott's opera-
tions will be integrated with Acor-
dia/Duckworth Morris operations in
the existing Tuscaloosa office.

Glen Allen, Va.-based Hilb Rogal
& Hamilton Co. recently acquired
almost all of the operating assets of

Red Hawk Insurance Services Inc., a
San Diego-based agency. The trans-
action terms were not disdosed.

In a statement, HRH said that the
addition of Red Hawk is part of its
goal to attract companies that
strengthen its specialty lines of busi-
ness and expand its range of services.
In addition to offering traditional in-
surance and risk management prod-
ucts and services, Red Hawk operates
a managing general agency specializ-
ing in coverage for such industries as
towing services and used car dealers.

Daytona Beach, Ra.-based Brown
& Brown Inc. recently completed
the acquisitions of Corporate Risk
Management Services Inc. of Talia-
hassee, Fla., and Cunningham Insur-

ance Agency of Naples Inc. in
Naples, Fla. Terms of the transac-
lions, which were completed July 1,
were not disdosed.

Also effective July 1, R&F of New
York Inc. and Barrett, Richards &

Fenniman Inc. of Bronxville, N.Y.,
became part of Short Hills, NJ·-
based broker Bollinger Inc. With the
additions of the two agendes, Bol-
linger's commission revenues will
exceed $37.5 million, according to
Bollinger. Based on its 1999 broker-
age revenues of $33.2 million, Bol-
linger was the 36th4argest broker of
US. business, according to Business
Insurance's rankings

Hennitage, Pa.-based F.N.B. Corp.
recently acquired Altamura, Marsh
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& Associates, a full-line insurance
agency with offices in Clearwater
and Fort Myers, Fla. Altamura
Marsh, which recorded roughly $3
million in 1999 gross revenues, will
retain its name and operate as a divi-
sion of Roger Bouchard Insurance,
F.N.B.'s edsting agency in Clearwa-
ter, Fla.

Joint convention

ALEXANDRIA, Va.-The Inde-
pendent Insurance Agents of Ameri-
ca Inc.'s upcoming annual conven-
tion will be held jointly with the
National African-American Insur-

ance Assn. and the Latin American

Assn. of Insurance Agendes.

The event is an extension of the

IIAA's commitment to the creation

of market opportunities for multi-
cultural agents, according to the as-
sodation. IIAA's 105th Annual Con-

vention & InfoXchange will be held
Oct. 29-Nov. 1 at the Orlando World

Center Marriott in Orlando, Fla.
Among other educational work-

shops, the convention will feature
sessions on professional training for
urban agents, induding leadership
skills, technology and personal de-
velopment. A panel discussion titled
"Winning Strategies for the Multi-
cultural Agent" also will be held.
More information and online regis-
tration is available via the Web at,
Wwwlindependentagents.com.
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PERSPECTIVE

Retirement now a series of changes
&0either to encourage people to stay longer or to leave retirement and full-time employment with another *By Anna M. Rappaport earlier Formal phased retirement programs are company until age 65

common in academia, but they focus on encouraging So how can we tailor pensions to fit the needs of

B
USINESS TODAY IS FACED with a great people to leave earlier, effectively a tenure buyout these programs? There is no problem with an
challenge Finding needed talent The war In business, the concern today is usually with account-based program-whether it is defined
for talent is everywhere, and the situation keeping people longer, and that is our focus here contribution or cash balance That's why if phased *>

is likely to worsen as baby boomers retire and there If a phased retirement program is to be successful, retirement is a key objective and if such a plan
are fewer workers to replace them each new job must fit well with the organization's meets other business needs, the best choice is to

The traditional definition of retirement has needs and each participating employee's needs The move to an account-based design and to reduce the *P
assumed it is a one-time event an employee works following four factors are needed for an effective normal ret:irement age Such a plan will be age-
full time for many years before retiring from the prograrn neutral with regard to retirement incentives and can
workforce But for many Americans, retirement is a • First, as is true for all malor human resource be designed to allow in-service withdrawals and
different story-a time of options, when full-time, initiatives, a phased retirement program needs distributions along with continued work after
year-round employment is replaced by more leisure support from management normal retirement age
time, some work, and new careers To many • Second, the basic pension and compensation If that is not an option, then traditional plans can *
individuals, retirement has become a process or systems need to be compatible with the program and be patched-even though there are severe limits on B
series of changes over several years and most both sides need to think they are fair Pension issues what is feasible Although these plans work best
businesses have not formally recognized this change may be the most difficult and are discussed below with full-time work until retirement, it is possible to S'

Until recently, most businesses were happy to see • Third, health benefits must be available to the allow pro-rated service and annualized pay when an
older workers retire early, without any provisions phased retiree and need to link well to any post- employee works less than full time
for gradual phase out Often employees were retirement health benefit program It also may be useful to consider a pension
encouraged to leave early and were rewarded with • Fourth, both the employer and employee need purchase option if the organization sponsors a
extra benefits during early retirement window to be able to assess whether the employee is defined contribution plan If so, the defined benefit
periods, or given special severance benefits during performing well in the Job In most cases, the normal plan can be amended to allow retirees to transfer all
business transitions When jobs had to be performance evaluation systems should suffice, but or a portion of the defined contribution account
eliminated, it was considered better to encourage in some restructured jobs, these systems may need to balance to the pension plan Retirees who return to
those who were eligible to retire rather than to be refined work can use the annuitized value of the account t

terminate younger employees The incentive to retire balance to supplement their income under the
was extra benefits and severance pay reduced work schedule This works best if the

Employees are often pleased with the extra The labor shortage is expected retiree is over normal retirement age and the plan
benefits, but sometimes they leave feeling the allows for in-service distributions
buyout is the best of imperfect choices As the recent to get worse and the federal The labor shortage is expected to get worse and
labor shortage emerged, many of them have chosen even the federal government is enacting policies to
to move on to new Jobs elsewhere These new Jobs, government is enacting policies promote phased retirement Why then are there still
called bridge jobs, have become much more so few programs? Employers have been reluctant to
common Many Americans are building their own to promote phased retirement. implement such programs They see individual
personal "phased retrrement programs, usually arrangements as offering more flexibility With such
without the support of a formal employer program arrangements, each operating umt makes its own

Looking at these patterns, business is seeing an decision and meets its own needs Traditionally,
opportunity to support their firms from both a The discussion above focuses on phasing out work there has been a fear of malang programs available
cultural and productivity perspective Some before retirement benefits are collected There is to the entire workforce, because of a concern that
organizations, like utilities and communications another alternative-letting employees retire and some older workers are not productive and
companies, often have many employees nearing collect benefits and then return to work later adaptable to change Old stereotypes about aging
retirement age In many such organizations, phased Some businesses have quietly been rehiring workers are still an influence, but individual
retirement options would help improve productivity retirees, often as consultants, or temporary, or part- arrangements enable companies to choose people
and support a culture that gives employees options time employees A company wishing to consider with specific skills without making changes in
Unfortunately, most of the employees who want to rehirmg retirees as a method of phased retirement policy
keep working, but at a reduced rate, go elsewhere needs to be sure that a bona fide employment In summary How can a company capitalize on the S
because the their current benefit plans do not termination took place, that the arrangement iS not talents of employees neanng retirement age?
support phased retirement, the employer has not simply a continuation of the prior Job Otherwise, • Evaluate whether this is a worthwhile

the program management issues Discomfort with distributions from qualified plans pool of retirees, and do their skill sets match open
the current situation is now motivating these One successful model for such programs is a positions?
employers to consider phased retirement retiree temporary pool, where retirees fill in when • Focus on the reasons for the program and set

Meanwhile, public policy is sending messages that employees are out sick or on vacation, when there goals for it This will help you establish a return on
are distinctly in favor of phased retirement Social are peak workloads, or under other circumstances investment so you can build a business case for
Security amendments enacted earlier this year allow A company may wish to impose a time limit before having a program
employees over age 65 to retire for purposes of rehire and/or to limit the amount of work that a • Identify the organizational and benefit plan
Social Security but continue to work at the same or rehired employee can perform An example of such a bamers to making the program work and develop
a new Job while collecting full Social Security limit would be to limit work to under 1,000 hours in strategies to ellminate them If this step is skipped,
benefits Workers aged 65-69 had been losing a a year you may spend more time and money later trying to
percentage of their Social Security benefits for A key question in the event of rehire is what to do overcome the bamers

earnings over a specified amount about pension benefits The benefits of former • Build a program that will address the goals
The purpose of this article is to encourage employees rehired as regular employees prior to Make sure to look at the effect on all benefit and

discussion of formal phased retirement programs normal retirement must be suspended But after compensation plans, and the imphcations for human
and to provide ideas to encourage their normal retirement, should the benefits be suspended resources policy
development What is a phased retirement program? or should payment continue? Repeal of the Social • Try a pilot program and work out any problems
A program that allows an employee to gradually Security earnings hmit provides a strong example Because the program will probably run counter to a
reduce his or her work schedule (and possibly duties promoting continued payment lot of traditional thinking and behavior, change will
as well) so that there is a gradual transition between Pensions are a big-ticket item in decisions about need to be managed carefully
a full-time job and retirement. Strategies can whether to leave an employer and seek other work • Fine-tune the program as needed, and retest
include delayed retirement with a redefined work once the individual becomes eligible for retirement using the pilot group
schedule, rehire of retirees, or hiring other Traditional pension plans, based on final average • Implement the program throughout the
companies' retirees earnings, are a bamer to continued part-time work orgamzation.

A formal program would include a method of in the same company prior to retirement Further,
redefining Job duties and/or schedule, criteria for the prohibition on in-service distributions in
program participation, eligibility requirements and, dehned beneht plans prior to normal retirement age Anna M Rappaport ts a principal with William M
potentially, time limits for eligibility, approval takes partial pensions off the table, but proposed Mercer Inc.'s Chmago ofice She spectahzes in
processes, and adlustments in pay and benefit plan legislation could change that The economic strategy for retirement programs. She was also f
provisions The goal of such a program is generally incentives in many of these plans encourage early president Of the Somety of Actuanes in 1997-98.
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GLOBAL BRIEFS

Intangibles a growing concern
Sterling Underwriting Agencies

Ltd has ceased underwriting on its Risk management needed for intellectual property, brand image, reputationLloyd's non-marine syndicate 529 af-
ter Lloyd's regulatory board revoked By CAROLYN ALDRED Mr Fleming took up the post of chair- substance is known to others," he point-
syndicate 529's license The revoca- man of London-based AIRMIC in late ed out
tion prohibits Sterling from under- LONDON-Intellectual property, brand July "Equally, where business innovation
writing or renewing business at image and reputation represent the most- "Traditional risk managers definitely occurs, such as we are seeing presently in
Lloyd's Sterling suspended under- valuable assets of many companies, and have an opportunity to be movers and the e-commerce and (information tech-
writing pending a written explana- the successful management of such risks shakers in the area of intangible risks," nology) fields, the opportunities for com-
tion from Lloyd's and lS reported to is becoming recognized as crucial to a said Mark Butterworth, group risk insur- mercial growth are increased And this
be considering an appeal Syndicate company's future ance manager of Prudential Corp PLC heightens concern about the management
529 was one of 19 ordered to increase These and other operational and intan- in London and past chairman of AIRMIC of such risks," Mr Fleming said
its capital for the 2001 underwriting gible risks are of growing concern in cor- "Risk doesn't have to have a traditional Mr Butterworth said, "Risk managers'
year CGNU P.L.C. was hit by £90 porate boardrooms, said Alan Fleming, insurance response" to be the risk man- role is to protect the balance sheet, and if
million ($136 3 million) in claims the new chairman of the Assn of Insur- ager's responsibility, he added there's a balance-sheet value to an intan-
from the December windstorms in ance & Risk Managers Mr Fleming said "It is indicative that, in recent Surveys gible risk, they would be neglecting their
Northern Europe, the insurer report- that risk managers should be acting as fa- by AIRMIC and other orgamzations with- duty to ignore it "
ed last week in announcing its first- cilitators to manage these risks, as well as in the risk management sector, the loss of "Corporate risk management has been
half results CGNU's non-life operat- the more-traditional exposures that com- intellectual property, brand image and raised to board level, and the role of risk
ing profit fell 11 6%, to £327 million panies face reputation are highlighted as among the management is changing," said Charles
($495 0 million), for the first six "As we enter the 2 lst century, the na- most important threats to U K business," Johnson, director in the London-based
months of this year, compared with ture of risk management lS becoming Mr Fleming said operational risk services practice of
the first six months of 1999 On the more complex, more interconnected with "When incurred, such loss can damage PricewaterhouseCoopers Global risk
life side, CGNU fared better, with corporate objectives and bottom-line per- overall performance results and blunt an management consulting is one of PwC's
operatmg profit rising 24%, to £754 formance figures," Mr Fleming said organization's competitive edge Al- growth areas, according to a PwC
million ($1 14 bilhon) British Avi- "Risk management needs to be instilled though the intellectual property may still spokesman
ation Insurance Group Ltd. lS to buy as a culture within organizations from be held by an organization, its commer- "Risk management is expanding be-
U S aviation and satellite insurance board level downwards " cial value is significantly reduced once its See Intangibles on next Page
specialist Associated Aviation Un-
derwriters Inc for an undisclosed

sum The trading names of both
groups wtll be retained, but the hold- Government e-monitoring criticizeding company for the two will be re-
named Global Aerospace Underwrit-
ing Managers Ltd BAIG will assume By CAROLYN ALDRED company or individual to decode data when tion of all serious crime committed through
management control of Short Hills, requested to do so by a law enforcer could the use of telecommunications," said the al-

Yill-]be iltefltd ittohea Ylglerouuni g{Lm{ ptpossJscC]nammese authlY- ptsol Yente;K- The - liance's statement

"However," the statement continued,
starting Jan 1, 2001 "This deal ties' powers to surveil e-mail and e-com- United Kingdom lS / " the Alliance for Electronic Business fears
means there unll be a truly global in- merce transactions will expose industry to one of the first West- that high cost, undue restriction on legiti-
surer to support an increasingly glob- high costs and potentially huge liability ern countries to in- mate business activities, security of 1nfor-
al aviation industry," said Tony Med- claims troduce such strict mation and compliance in handing over
niuk, chief executive officer of BAIG Several industry groups are lobbying the legislation keys could be detrimental to businesses"

U K broker Jardine Lloyd U K government as it nears final passage of A statement issued i under the proposals in the RIP Bill
Thompson Group Ltd has reported a the Regulation of Investigatory Powers Bill by the Alliance for The Alliance for Electronic Business in-
7% Increase in pretax profits, to 2000, which proposes tighter and closer Electronic Business cludes the Confederation of British Indus-
£34 4 million ($52 1 million) for the surveillance and permitting the intercep- endorses the policing try, the Federation of the Electronics In-
first six months of this year, com- tion of communications by law enforcement of crime committed  dustry, and the Computer Software & Ser-
pared with the first six months of and security agencies with the use of vices Assn

1999 Brokerage revenues Increased Under the bill, Internet service providers telecommunications but takes issue with Meanwhile, the British Chambers of
9% over the same period, to £137 9 would be required to install equipment that the bill's approach Commerce warned that the proposals could
million ($208 8 million) Assicu- would allow the British government to "With the extraordinary development of expose companies to liability claims Law
razioni Generali SPA has an- monitor electronic communication to pro- technology in recent years, sophisticated firms, financial companies and other busi-
nounced that lt has set aside $100 tect the national security and to prevent or criminals and terrorists have taken advan- nesses that hand over encryption keys used
million to pay Holocaust-era life in- detect crime If requested, companies or in- tage of telecommunications to commit seri- to decode the private documents of clients
surance claims and to make dona- dividuals would have to decode data for au- ous offenses There iS an overall need, could be at risk from damage suits for
tions to humanitarian funds Trieste, thorities and, in some cases, supply encryp- therefore, to revise the law, enabling en- breaches of confidentiality, the British
Italy-based Generali also said it tion keys to allow the authorities to decode forcement agencies and intelligence ser- Chambers warned early in July The British
would make public ltS archives and a any electronic communication Failure by a vices to continue the detection and preven- See Monitoring on next page
hst of Holocaust-era policyholders
Paris-based Assurances Generales de

France, a subsidiary of Munich-based
Allianz A G Holding, saw first-half

Canadians labor
gross revenues rise by 13 6%, to 7 75

Anaconda settles
billion euros ($7 43 billion), com-
pared with the first half of 1999
AGF's non-life revenues grew 5 5%, over RSI strategies
to 3.89 billion euros ($3 73 billion), with Lloyd'c
while life revenues grew 268%, to By MEG FLETCHER
3.09 billion euros ($2 96 billion)
Royal & SunAlliance Group P.L.C TORONTO-There is growmg concern m Canada about upper»extrerrn- starts Fluor talks
saw a 17% increase in global non-life ty repetitive stram injunes, despite diferences of opinion about the sen-
net premiums for the first half of ousness of the problem and how best to resolve it
2000, compared with the first half of Although Canada has a umversal health care system, work-related m- By DAMIEN TOMLINSON
1999 The London-based insurer said lunes are paid for by separate provincial and federal compensation funds
non-life premiums rose to £43 billion In addition, some work-related rlmms maybe ehgtble formore than health PERTH, Australia-Australian mining company Anaconda
($6 51 billion), but property/casualty care, mcluding wage loss, return to work, vocational rehabilitation and Nickel Ltd has tapped insurance to cover production delays
insurance premiums in the United perhaps even comp-related pension benefits stemming from problems with a newly built mine, and now is
Kingdom fell 6% "The double-digit Most provlnces treat work-related RSI injunes as compensable, although seeking additional compensation from the mine's contractor
rate increases we have been ImpOS- the provinces and temtones have varymg definitions of what is regarded ANL is seeking as much as $1 billion Australian ($588 9 mil-
ing, particularly in the motor and as an RSI For example, severallump together upper- and lower-extremity lion) from prolect contractor Fluor Australia Pty Ltd. for de-
risk managed accounts, resulted in a ailments, along with back miunes lays and problems associated with Fluor's construction of part
loss of some business," said Bob RSIs of the upper extrenaties "are an mereaslng problem as we move of the nickel and cobalt mine in Western Australia ANL al-
Mendelsohn, RSA's chief executive from a manufactunng economy to an information-based economy," con- ready has drawn down a $45 milhon Australian ($26 5 million)
officer A group of 26 U K cus- tends Jeff Caldwell, a consultant with Caldwell O'Hearn Inc, a disability letter of credit issued by Fluor to cover some of its costs
tomers plans to sue fast-food chain and vocabonal rehabilltatton provider m Kanata, Ontano Fluor Australia, formerly named Fluor Daniel Pty Ltd,
McDonald's Corp. because they al- Workers see the growth of upper-extremity RSIs as "an alarming aue," contends that it met the terms of its contract and that the de-
lege they were scalded by drinks said Karl Crevar, president of the Ontario Network of Injured Workers lays encountered are little more than "teething pains" associ-
served at excessively high tempera- Groups, a worker-support and lobbying organization ated with making the new mine operational
tures Some of the 26 allege that they Mr Crevar contends that RSIs taken as a group-including upper- and Under the terms of their contract, the two parties must sub-
suffered third-degree burns In the lower-extremity RSIs and some back inlunes caused by repetitive mo- mit their dispute to arbitration, which could begin as soon as
United States in 1994, a woman was bon-are a leadmg cause of workers compensation claims m Canada next month

awarded punitive damages of $2 7 To address the problem, the orgamzation, which represents more than Perth-based ANL last month settled a claim with under-
million for burns she received when a 20,000 workers, is lobbying for wider recognition of RSIs as a compensable writers at Lloyd's of London for some of the cost of fixing
cup of McDonald's coffee fell into her inlury by Canadian administrators of both provmcial and national work- problems on the proiect and losses from lack of production
lap The award was later reduced by ers compensation systems The settlement, which followed lengthy arbitration proceed-
aludge The injured workers also want employers and provmcial system admm- See Mine on next page

See RSI on page 18
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Monitoring more widespread, there is an in-
creased need for open standards, Intangibles of Occupational Safety & Heal-h independently," he said
Mr Drummond said and the Institute of Chartered Ac- "The positive strengths and tal-

Continued from preutous page Some large companies, especial- countants m England and Wales ents within a company's key func-
Chambeis of Commerce repre- ly those with large IT structures Continued from previous page "Risk is everyone's problem and tions need to be focused, perhaps
sents businesses throughous the and information-based businesses yond behef, and rlsk managers are opportunity, but a partnership ap- through such means as a risk com-
United Kingdom such as accountants, also use en- findlng that the risk management proach with other professional dis- mittee, to combat and control nsks

The future of e-commerce de- cryption internally, said Charles function is being taken on by the Ciplines can tesult in a solution which have been identified as key
pends on having a means of .rad- Johnson, director in operational chief executive and fmancial dllec- that is greater than the sum of the threats to future success," Mr
ing that ensures confident_ality risk services for the London office tor," said Lloyd's of London un- parts when each area is operating Fleming said
and piotection of information of PricewaterhouseCoopers PwC derwnter Robert Chase

Businesses, ISPs and software already has irnplemented encryp- But, Mr Chase said, "there are

makers have been devising teet- tion techniques for internal com- opportunities for really good risk Policies address
niques to ensure that confidential munication, he said managers to take their expertise
business information is safe when Mr Johnson said he under- and help change corporate culture
being stored and transmitted elec- stands "why business is concerned and reach really senior levels " market changetronically about the RIP Bill " The whole "We have an opportunity to

system of security is breached by grasp rlsk management issues and
being obliged to hand over the en- embed risk management culture In 1975, a survey of Fortune 500 heity that damages the poheyhold-

'Encryption is already cryption keys, he said Into companies," said Stuart Mar- companies showed that tangible er's abllity to exploit its Intellectual
The extent to which government tin, chairman of AIRMIC's special- assets represented 60% of the com- pi operty rights and associated

used extensively in the should have access to confidentia interest group on e-commerce In- panies' total market capitalization brands
financial sector and business information has been creasingly, companies will Incor- By 1995, this had dIopped to less "Intellectual property is increas

causing concern in Europe for porate risk management in every than 25%, according to Lloyd's of ingly recognized by compames as
over the Internet,' says some time Worries heightened af- management decision, Mr Martin London underwnter Robert Chase their most-valuable revenue-gener-
John Drummond. ter the European Parliament's predicted In response to this change in the ating corporate asset," according to

Justice Committee putlished a re- Meanwhile, "more and more market, Mr Chase, underwriter of the prospectus, which pomts out
port earlier this year about the these days, risk managers are be- the specialty rlsk division of syndi- that "intellectual property will ap-
United States' satellite listening coming facilitators rather than cate 510, managed by R J Kiln & pear on more company balance

Many businesses are adcpting network, code named Echelon speciallsts, pulhng together the Co Ltd, developed a series of bLSi- sheets as new accounting stan-
data encryption approaches for Echelon, run by the U S National specialist departments" to look at ness continuity pollcies dards in the U K begin to bite "
their confidential information Security Agency, is linked to se- nsk, Mr Martin said Kiln created the pohcies because • 4Sight, a trade-disruption pol-
Data is encrypted thi ough the use curity networks in Great Britain, There exists a need for greater "risk managers increasingly were icy that provides contingency in-
of an algorithm, encryptec data Canada, Australia and New coordination of all the risks com- talking about concerns which we surance to protect a company's m-
can be unsciambled easily only by Zealand The 100-page report panies face, said Mr Johnson of were not famihar with, such as rep- come stream The coverage takes
a holdei of an encryption key To claimed that Echelon, which can PwC "One of the main reasons utation, brand value and all sorts of into account risks such as the intro-
someone without the key, an en- intercept telephone calls, fax companies (fail) is lack of coordi- intangible risks," Mr Chase said duction of a "just in time" opera-
crypted file is gibberish transmissions and e-mails, may nation " Kiln calls the series of pollcies m tion, dependence on a single or sen-

Encryption is becoming tne have been intercepting sensitive Companies "need a coordinated its business continuity line The 4 sitive line of supply, and manufac-
standard tool for transmitting and Europewide commercial commu- plan and response" to critical situ- Portfoho The coverages include turing in an undeveloped or pollti-
storing sensitive informaticn, ac- nications and using tne informa- ations, he said They also need "one • 4Thought, which "provides a cally unstable location
cording to those in the computer tion to help U S companies to win particular individual that has new kind of msurance specifically • 4Close, which provides short-
secunty industry contracts that had been destined overall responsibillty for risk man- designed to protect the value of in- term insurance coverage duI ing a

"Encryption already lS used ex- for European firms agement," Mr Johnson said He tellectual property to a company or penod of fundamental change,
tensively in the financial sector Last montn, the European Par- noted that some companies are set- an individual " The types of intel- such as a merger
and over the Internet, said Jonn liament voted to start in Septem- ting up risk management commit- lectual property covered include • 4Cast, which protects a bum-
Drummond, group information ber an eight-month investigation tees with representatives from sev- patents, trademarks and copyright, ness against financial loss from ex-
technology manager for the phar- into the alleged Eehelon electron- eral ddferent departments rights in protectable databases, treme weather conditions
maceutical company Glaxo Well- ic espionage Mr Flemmg sad he beheves that regulatory approvals and autho- In the "new, knowledge-based
come PLC in London Meanwhile, the French govern- risk professionals mereasmgly nzations, and trade secrets and economy, rlsk managers and finan-

Glaxo Wellcome uses encryp- ment confirmed that legal action should work together to manage know-how Coverage is granted cial directors are spending more
tion when corresponding elec- has been brought in the Tribunal the broadening corporate nsks In- against governmental action that time worrying about intangible
tronically with suppliers or w.th D'Instance at the Paris Parquet deed, AIRMIC itself is improving prevents or prohibits an pokey- risks Traditional risk management
the U S Food and Drug Admims- court by Airbus Industrie SAof its hnks with other professional or- holder's exploitation of its mtellee- (of tangible assets) is becoming a
tration Toulouse, France, alleging unfair ganizations through seminars and tual property rights, legal chal- less-important part of the action,"

Initially, many of the encryption use of Echelon to monitor the joint initiatives with the Assn of lenges to the pollcyholder's intel- Mr Chase said
systems were proprietary, but as company's business Airbus would Corporate Treasurers, the Institute lectual property, and adverse pub- -By Carolyn Aldred
the use of e-commerce becomes not commen:

Products & Services Guide Mine failures of the system for moving secretary of Perth-based Fluor
metals from the autoclaves, Australia, said the terms of its
which is central to the acid pres- contract were fully completed

Continued>om previous page sure leaching process and that ANL should have ex-

To place your ad, contact Trais Amleshi mgsm London, was for $113 mll- Fixing the problems caused pected there to be "teething
hon Austrahan ($66 5 milhon) on production delays of up to 12 problems" at the completion of

Phone: (312) 649-5340 Fax: (312) 649-7937 an "extended liquidated dam- months and "unlimited" rectifi- the project
ages" policy with limits of $150 cation costs, he said "As far as we are concerned, weE-Mail: iamleshi@crain.com million Australian ($883 mil- "Fluor Daniel was hired to met our contractual obligations
hon) The coverage was designed complete a task, for which we with ANL The startup problems
to pay $10 million Australian paid a huge amount of money, are issues for ANL to take up,

CPCU® lIA and CIC WELLER • Autos ($5 9 milhon) for each month the and the result was extremely dis- Mr McDonald said
candidates • RVs pro]ect's completion was late, up appointing," Mr Dennis said "You can't expect a billion-dol-

SALVAGE
Youill.leT more faster with The Burnham • Heavy Trucks to $150 million Australian Mr "The facility was delayed for lar plant to start perfectly at the

System for CPCOINS,wAIS,AP,VAIC AN, ARM Dennis declined to name the syn- about 12 months The costs of the flick of a switch There are al-
AU ALCM• AA,ARP*X•YXIA*'}MIM• A IT  • Heavy Equipment

dicates that wrote the coverage losses from that, together with ways teething problems to over-Allf AFS,8*i*8;5nteed 4 1-877-725-8243 The mine, named the Murrin come," he saidCall 1-888-BURNITAWNow!
www wellersalvage com Murrin Nickel Cobalt Project, is Mr McDonald said Fluor is

located about 450 miles northeast 'you can't expect a prepared to take its argument

Make Publishing August 14
of Perth in Western Australia through the arbitration process, ,
AN'Lisa specialized producer of billion-dollar plant to where it also hopes to reclaim the

. mckel and cobalt uslng a technol- start perfectly at the $45 milhon Austrahan ($26 5 mil-
an ogy called acid pressure leaching hon) letter of credit

Insurance The metals are refined through flick Of (] SWitch,' Sy Australia's High Court last De-

Impact! the acid leaching of mixed metals Richard McDonald. cember declined to hear an ap-

www.businessinsurance.com in large, pressurized autoclaves peal of a Victoria State Court of
Construction of the Murrin Appeal decision that upheld

Advertise in B/'s Murrin project began in May ANL's Inght to draw down the

Property Loss Control 1997, with the signing of a $1 2 other extensive rectification funds

Products & billion Australian ($7066 mil- costs, make up the bulk of our Mr McDonald said he "com- 1

Directory: lion) contract with Fluor Daniel claim agamst (Fluor Daniel) ' pletely relected" the likelihood of
Services Guide Property Loss Pty Ltd for engineering, pro- To date, ANL has lodged a $1 billion claim against Fluor

curement and construction of claims of more than $300 million Australia by ANL being success- 
312·649·5340 Control Consultants stage one of the new mine The Australian ($176 7 million} ful

company is a unit of Irvine, against Fluor, but Mr Dennis Stage two of the Mumn Mumn
Closing: August 8 Cahf -based Fluor Corp said total claims of up to $1 bil- project is now in progress, with

Stephen Denms, ANL's general lion Australian are "not unrea- an additional capital cost of $1
manager, said that after Fluor sonable " bilhon Australlan

.

Business Call now to reserve completed the project, it became Fluor Australla executives sug- When the project is completed,

your ad space i apparent that part of the process- gest that such a claim is unlikely 11; W111 be the third-largest nickel
Ins , 1 &·i ice ing plant was not operating, in- to succeed producer and the largest cobalt

(312)649-5340 clucling more than 40 separate Richard McDonald, company producer in the world
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RSI were tendinitis, sprains and strains, guage earher this year that requires few workers under its jurisdiction Af- permitted to self-insure their cover-
carpal tunnel syndrome, epicondylltis, workers comp administrators to con- fected would be those workers that age, thus reducing their awareness of
and tenosynovitis sider more-obiective measurements are employed oy a few national mdus- claims And most nsk managers are

Continued from page 15 Repetitive bodily motion "acci- for adludtcating a broad range of tnes, such as arhnes and railroads not much involved, because workers

istrators to provide workers with dents" m Ontano dunng 1997 result- workers' RSI claims, said Jay Row- Canada, however, is not expected:o comp claims typically go through
greater access to compensation bene- ed in 4,261 compensated lost-time in- land, chent services manager m the develop any klnd of broad, federally companies' human resources depart-
fits by lowenng the thresholds for juries with an average cumulative cost Occupational Disease Services unlt of mandated program for compensating ments, said Claude Boudreault, direc-
compensable injuries In addition, of $9,630 Canadian ($6,500) and an the Vancouver-based Workers' Com- and pi eventlng RSIs and other mus- tor of Ilsk management and insurance
they want to encourage the wide- average of 69 lost-workdays each, ac- pensation Board of Brttlsh Columbia cwoskeletal disorders, sirrular to tie for SNC Lavalin Group Inc, a Mon-
spread adoption of injury prevention cording to the institute's data The While the previous language "was pendmg ergonomics standard pro- treal-based engineering and construe-
and safety programs lost-workdays figure Is skewed, how- vague," the pollcy now spells out four posed by the U S Occupational Safe- tion firm

An Independent research orgamza- ever, by a few extreme cases, as about prmcipal r.sk factors for compensat- ty and Health Administration, sald "For us m Canada, workers corn-
tion disputes the assertion that the half of all RSI claims resulted in 26 or ing most soft-tissue disorders of the Mr Caldwell, the rehabilitation con- pensation has not been a concern," he
number of RSI claims is quickly esca- fewer lost days limbs Those risk factors, Mr Row- sultant "It's not on the polltical agm- said, though it could become one rf an
latmg, though Canada's province-based workers land explained, are repetition, force, da here," given Canada's long tradl- employer has a lot of claims and its

"There has been no dramatic over- compensation and health systems posture and nbration If a worker ch- tion of province-based workers conp premium costs rose
all increase in the number of upper- generally accept workers' claims of agnosed with hand-wnst tenhtis/ and health care systems, he said Also, workers compensation ad-
extremity RSIs m Canada," accordlng job-related RSIs, though workers tenosynovitis had occupational expo- Meanwhile, Mr Crevar sad, work- ministrators "have created a system

to Terry Sullivan, president of the complain that compensability re- sure to two of the described risk fae- ers would like to see more provmeal that is extremely hard to fool," so few
Toronto-based Institute for Work & quirements have been raised m some tors while perfornung particular tasks leglslation encouraging prevention of frivolous claims aremade m Canada,
Health, an independent, non-profit provinces, including Ontano immediately before berng disabled by RSIs by requinng employers to assess accordmg to Mr Boudreault
research organization afhliated with However, there is general support that condition, that worker is entitled the RSI nsks to workers, eliminatmg Other employers, however, are
three universities for efforts to prevent losses and sup- to the pres=ption that the allment is or reducing RSI nsks, providing ecu- more concerned about RSIs

In addition, he said, the RSI cases port research projects to help defme, work-related, Mr Rowland said This cation and training and evaluating --he "Employers m Canada are as con-
that do occur have been "fairly re- treat and prevent such mlunes clanfication should provide "greater outcome of those efforts cerned about preventing injunes as
stncted" to certain business sectors, Canada's decentralized approach to assurances that appropnate claimants Workers are not alone m wantmg to those based anywhere else," said
such as auto manufacturing handlmg upper-extremity RSIs sus- are being handled properly, ' he said improve the situation Robert Patzelt, general counsel and

Overall, upper extremity RSIs "are tains controversies about how such According to the Institute for Work "Employers are generally frustrat- group nsk manager for Scotta Invest-
less of a problem In Canada than m claims are defined and counted & Health's Mr Sulhvan, "Bntish ec by this (upper-extremity RSIs is- ments Ltd m Hahfax, Nova Scotia
the United States," Mr Sulhvan said Few of Canada's 10 provmces and Columbia is stall the most advanced m sue)," said Mr Caldwell Claims can His holding company operates 22 op-

According to the most recent fig- two temtories have written pohcy terms of having ergonomic policy be erpensive, treatment results car be erations, most m manufactunng, 1
ures available from the Workplace guidelines that clearly defme upper- guidelines " unsatisfactory, and research stucies seven provinces
Safety and Insurance Board of On- extremity RSIs for purposes of com- Most provinces, though, are like have focused more on back injuries "We care about repettlve stram In-
tailo, the five occupations expenenc- pensation The guidelines that do ex- Saskatchewan, where the workers than on these types of Injunes, he said juries because they are cornmon, reoc-
mg the highest number of "repetitive ist sometimes create confusion, ob- comp administration has no specdic However, some employers feel re- curring and very preventable," he
bodily motion" claims m 1997 were servers say, because they usedifferent pollcy to address compensation of movedfrom the issue, m part because said
product fabncating assembhng and definitions of RSIs which can hmit RSIs, according to an admmistraton of the way Canada's workers ccmp "Employers take an Interest in their
repairing, clencal occupations, ma- researchers' ability to analyze data spokeswornan system operates Although a compa- employees' health and well-being, re-
chining and related occupations, ser- There are signs, however, that some At the federal level, the Canadian ny's workers comp premium typically gardless of the workers comp system,
vice occupatons, and manufacturing officials are increasingly mterested m national government voted 111 late 15 based on the type of work it does., as because absenteeism or inlury creates
and processing occupations determining how best to handle RSIs June to revlse its labor code to recog- well as its own loss experience, ofher hidden costs for employers, who must

The flve leading types of RSIs that The provrnce of British Columbia, nize ergonomic hazards and to devel- factors limit employer mvolvemen: replace the lost productivity," Mr
workers in those industries sustained for example, adopted new pollcy lan- op standards to protect the relatively For example, companies are not Patzelt said
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THE CIRCUIT COURT OF COOK COUNTY, ILLINOIS -*k Claims Vice President
COUNTY DEPARTMENT, CHANCERY DIVISION

<1EArulnli* Berkshire Hathaway
IN THE MATTER OF THE LIQUIDATION Homestate Companies

OF AMERICAN HEALTH CARE PROVIDERS, INC. We have an excellent oppertunitv for an expenenced claims officer or attorney to manage
NOTICE OF CLAIM FILING DEADLINE AND PROCEDURES The Insurance and Reinsurance our Claims Operation m Omana, Nebraska Our business ts regional m nature and today

we actively wnte commen ial nsurance business in 15 states
PLEASE TAKE NOTICE, that on May, 11, 2000, the Circuit Court of Cook COUnly, Practice Group The position will involp managing the claims operation The individual will have

Illinols, entered an Agmed Order of Liquidation With a Finding of Insolvency and Injunctive Relief responsibility for a few significant claims, will be involved m determming settlement
against Amencan Health Cae Providets, Inc ("AHCP') Nathan® S Shapo, Director of Insufance Of value on all significant clams and will approve all coverage demals The position reports
of the State of Illmois, is the statutory and couttallirmed Liquidator of AHCP ("Liquidator) to the President and will be an integral member of the management team

EDWARDS & ANGELL, LLP
TAKE FURTHER NOTICE, that on July 12,2000, the ClfCUlt Court of Cook County, Solid academiccredential with a mmimum of 10 years expenence m claims management,

Ihnols, entered an Ofdef Fixing Rights and Liabilities and Providing for me Filing of Claims and the is pleased to announce that litigation practice with a liw finn and/or insurance company is strongly preterred

Settlng of Claim Filing Deadlines (Fixing Order) Pursuant to the Fixing Order, all rights and JOHN R DEARIE, JR. Subm 1 resume and salary history in confidence to

liabilmes of AHCP and Its pollcyholders/enfollees, creditors and stockholders, and all other Debi Niess, Human Resources
persons interested in its properly of assets, are fixed as of May 11,2000, unless othetwise provided practicing in corpo,ate, commercial and regulatory matters Berxshire Hathaway Homestate Companies
m prior or subsequent orders of the Court for the insurance andjinancial services industry 9290 West Dodge Rd., Ste 300

TAKE FURTHER NOTICE, that all persons, companies of entitios who have, of may
Omaha, NE 68114

has Joined the Firm as Counsel
have claims against AHCP, its propedy or assets, or against an enrollee or policyholder, shall have m its New York, New York 0#ce A member of the Birkshire Hathaway group of msurance compames

the nght to pmsent and hle with the Liquidator proper proofs of daim on 09 before May 11, 2001 at (212) 756-0255
4 30 pm or e-mail at Jdeane@ealaw com

TAKE FURTHER NOTICE, that thelonn and required contents of all proofs of claim

aredescnbed m 215 ILCS 5/209 Proofs of claim, along with suting documents, if any, areto For Classified Advertising
be filed with, and may be obtamed from, the Liquidator of AHCP, clo the Office of the Speclal Deputy information e-mail
Receiver, located at 222 Memhandise Marl Plaza, Suite 1450, Chicago, Illinois 60654 A proof 01 FOR SALE

claim shall be deemed 'hled" with the Liquidator upon the Liquidator's fecmpt thereof The 2 Grandfathered Texas MGA License Clean

Liquidator reserves the nght to require such additional mformation with resped to any claim filed Har#ord New York Boston Providen-e Palm Beach Short Hills iamleshi@crain.com history, no business written under license

with himas he may deemnecessary The Liquidator lurther reserves anyandall defenses available
in last eight years No habitity tails Call

-- --- - ------ ------- 1 Jim Golden (915)335-3410
to AHCP upon all filed claims All proofs 01 claim must be duly sworn to before an officer
authorized to lake oaths

r 19

THE LAST DATE FOR THE FILING OF PROOFS OF CLAIM WITH THE LIQUIDATOR

IS SET FORTH ABOVE NO PERSONS, COMPANIES OR ENTITIES HAVING OR CLAIMING TO HAVE www.businessinsurance.com
ANY CLAIM AGAINST AHCP, ITS PROPERTY OR ASSETS, OR AGAINST AN AHCP

POLICYHOLDER, SHALL PARTICIPATE IN ANY DISTRIBUTION OF THE ASSETS OF THE For all the latest In Corporate Risk, Employee Benefit and Managed Health Care News Visit

COMPANY UNLESS SUCH CLAIMS ARE PROPERLY FILED WITH THE LIQUIDATION ON OR 8/online for a host of in-depth news and services that include Updates, Datebook,

BEFORE MAY 11,2001 AT 4 30 P M
Classifieds, Article Archive and more.

Cathleen M Tfavis New York: Tel 212-210-0134 • Fax 212-210-0704 • Chicago: Tel 312-649-5276 • Fax 312-649-7937
Special Deputy Receiver Los Angeles: Tel 323-370-2456 • Fax 323-655-8157
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Defense "It's an appellate court decision the summary judgment, but the The court wrote, however, that service "

by one of the most prominent appeals court decision states that nothing in the suit or the policies The papers also refer to Scotts-
courts m the country," Mr Oshin- the insurer argued that a profes- Scottsdale wrote specifies what dale's argument that the suit filed

Contlnued from page 3 sky said "It's good as gold sional services exclusion in the professional services NSSF Fer- by New Orleans, which is similar
asking the court to reconsider the whether it's published or not," he NSSF's liability coverage meant formed, if any," and the complaint to the suits filed by other munici-
case, according to Albert Giratd, said, adding that attorneys are still there is no coverage in the gun "does not clearly allege that palities, does not allege damages as
Scottsdale's attorney, who is with trying to determine the full impact suits NSSF's purported bad acts oc- defined in the coverage The judges
the Metairie, La, firm of Ungarino that the decision not to publish the curred in relation to NSSF's ren- mlected the insurer's contention
& Eckert LLC case could have for other cases dering of professional services - that policy provisions require the

"It's not final yet," Mr Chra Jd Other insurers also face litiga- It's good as gold, In its petition for rehearing, at- party seeking damages to be the
said tion over coverage in gun cases torneys for Scottsdale are asking one that suffered bodily injury

The implications of the appeals Beretta USA Corp is seeking whether it's published the court to consider that as a "The complaint alleges that be-
court's decision on other gun cases coverage from its insurers for suits or not,' Jerold Oshinsky trade organization, NSSF's only cause of the bodily in]uries to its
is not clear, according to Mr Os- brought by municipalities The gun purpose is to provide professional citizens, the city of New Orleans
hinsky maker filed suit last year in feder- says of the Sth Circuit's services to its members "Thus, any had to incur additional costs," the

The appeals court decided not to al court in Maryland seeking to re- recent ruling. activities for which it would ba 11- court ruled "This allegation ar-
publish the opinion, which means cover defense costs and indemnifi- able would of necessity have to guably is covered by the policies
that while it is binding, attorneys cation for any damage awards arise from the provision of profes- A spokeswoman for Scottsdale
in other cases who use the ruling from Federal Insurance Co and sional services or failure" to pro- said the insurer would not com-
will have to find lt and provide a Great Northern Insurance Co (BI, The professional services exclu- vide them, the petition argues ment on the litigation
copy of the decision to the court, Sept 27, 1999) mon, according to court papers, ex- "Likewise, a trade organization .

he said He explained that the The insurers, both units of cludes coverage for property dam- promoting the use of firearms, Scottsdale Insurance Co vs Na-

court chose not to publish the Chubb Corp, have filed a motion age, personal injury or advertising which allegedly failed to warn of tional Shooting Sports Foundation
opinion because it merely dupli- to have the case dismissed injury "due to the rendering or the danger of firearms, can of ne- Inc, 5th U S Circuit Court of Ap-
cates what already are "well-set- Mr Giraud would not discuss failure to render any professional cessity only have allegedly been peals, Case No 99-31046 99-CV-

tled principles" of law Scottsdale's reasons for seeking service guilty of a breach of a professi)nal 90-J

Low ner," rather than politically, said in the department-making sure
Mr Sorich The insurance market- they're operating properly and
place needs "a nice political cool- restoring some of the trust that is Jury pins liability

Continued from page 2 ing-off period," he said essential between the Department
has any plans to run for the com- The Sacramento-based Assn of of Insurance and the insurance

missioner's post when the term he California Insurance Cos , whose companies "
is completing expires in two years members Include workers com- Mr Sonch noted that portions on bowling alley

There also is a move afoot to re- pensation and personal lines in- of the exams of Allstate Insurance
turn the post to an appointed one, surers, said m a statement that Co, Farmers Home Mutual Insur-
though the Legislature, which ance Co , State Farm General In- By TERRY KOSDROSKY 1996 to let juries award percent-
must approve such a measure be- surance Co and 20th Century In- Crain News Serkice ages of liability Usually, the
fore it is presented to voters, is not The insurance surance Co are now posted on the drunken driver pays most of the
expected to act on legislation that Web site of the Senate Judiciary DETROIT-In a case tha: may liability and liquor liability insur-
would make this change during marketplace needs 'a Subcommittee on Bad Faith Lia- be the last of its kind in Mich gan, ance companies aren't paying the
the current session nice political cooling- bility and Consumer Rights Mr the insurance company and own- million-dollar awards they used

In nominating Mr Low, Gov Sorich said that this information ers of a defunct Canton Township, to
Davis said, "At the end of the day, off period,' says Sam was improperly leaked from the Mich, bowling alley could ge: Before 1996, all defendants
I believe that if anyone can restore Sorich of the NAll. department Included are evalua- stuck for a nearly $2 million jury were held liable under "loint and
our trust and confidence in the tions of the insurers' claims han- award several" language That meant the
Department of Insurance, JusTice dling procedures in connection A Wayne County Circuit C ourt hquor license holder or its insur-
Harry Low can " with the 1994 Northridge earth- july awarded the damages June ance company would be responsi-

Mr Low's experience lS impres- "we are pleased the governor has quake 27 to the estate of Judy Rosin, ble for any amount the co-defen-
sive, said Sam Sorich, vp and acted promptly in appointing an The third important area is who died at age 17 after a No wem- dant driver couldn't pay
western regional manager for the insurance commissioner, hopeful- workers comp, Mr Sorich said ber 1995 auto accident in Canton But plaintiff's attorney Lee
National Assn of Independent In- ly the first major step in restoring The commissioner "really has to Township Jerome Larent.= of Turner, a partner in the South-
surers, who is based in Sacramen- the department to an effective and review what lS being done to reg- Redford Township, who police say field, Mich, law firm of Turner &
to credible regulator of California's ulate that market," said Mr caused the accident and had a Turner PC, argues that Redford

"We're impressed by his expen- insurance industry " Sorich blood alcohol level of 0 17, p ead- Lanes or its insurance company
ence and by his integrity, and Thomas C Vance, risk manager Mr Quackenbush has been ed guilty to negligent homicide should pay any amount Mr Lar-
we're pleased that Gov Davis ap- for the city of Anaheim, Calif, charged with permitting insurers and is serving a prison senterce ente can't pay because the lawsuit
pointed somebody of such high said he hopes the new commis- to pay $12 8 million into a non- Ms Rosin's family sued Mr was filed before the law changed
qualifications, and also the fact sioner "puts his efforts into doing profit foundation Instead of per- Larente and the two bars that Mr Larente was driving without a
that Justice Low has spent most of the right thing, even if doing the haps billions in fines in connec- served him that night One settled license and didn't have insurance
his professional life making tough right thing isn't the same set of ac- tion with mishandled claims stem- out of court but the other, Redford "In this case, the award should

calls," which he will also be called tions which might necessarily get ming from the Northridge quake Lanes in Canton Township, be Joint and several because it was
upon to make as commissioner, you re-elected I know that's very Substantial amounts from that fought the case Redford Lanes filed before they changed the
Mr Sorich said optimistic, because the nature of foundation were used to pay for has since closed and the owners law," said Mr Turner "It defi-

Furthermore, he said, the NAII politics is re-election, but that's political consultants and public- have sold the liquor license nitely could be the last one like
is pleased that some of the politi- what I would hope for to see out of service television advertisements Redford Lanes' attorney, Dou- this "
cal controversy that has surround- a change " featuring the commissioner, ac- glas Moseley, argued that Mr Mr Moseley, partner in the
ed the department lS likely to be Mr Low clearly faces some ma- cording to testimony at legislative Larente was an admitted alco- Birmingham law firm of Kallas &
quelled with Mr Low at its helm lor challenges The most obvious hearings holic and didn't appear to be in- Hank PC, said the award should
Mr Low would approach 1SSUeS, of those is improving the morale Federal prosecutors from the toxicated at the bar But the Jury follow the lury's assignment of li-
in a "professional, judicial man- and operation of the department, U S Attorney's office and the FBI found Mr Larente and the tar 1.- ability The Jury found Redford

said NALI's Mr Sonch have ]oined California Attorney able Lanes 9% liable and Mr Larente

A second issue, Mr Sorich said, General Bill Lockyer in his inves- But how liable is the quest.or- to 88% liable Ms Rosin was found
is getting market conduct exami- tigation of the department under be answered next Michigan's 3% liable because she wasn't

ADVERTISER nations of insurers "back on track Mr Quackenbush  dram shop law was changed in wearing a seat belt
"Under my interpretation, Red-

INDEX ford Lanes is responsible for 9%

De sure that you return it.
of the amount Mr Larente is not

able to pay," Moseley said "We're
going to be in court arguing that "
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COMMENTARY

Is there a doctor

in the playhouse?
A Michigan hospital reportedly has come up with a novel idea

for improving customer satisfaction with emergency room care
that could solve disgruntlement with the whole health care
mess if it is adopted and expanded on by more parties in the
systern.

According to USA Today, a hospital in Dearborn, Mich., is
making a pledge to provide medical care to emergency room
customers in 30 minutes or less. If the Oakwood Hospital and
Medical Center fails to keep that promise, patients kept waiting
will receive an apology anda couple of free passes to the
movies!

It's not clear whether these films are short public health care
features created by the U.S. government in the 1950s to be
shown in the hospital's auditorium, or real first-run movies out
at the local gigaplex. But who cares? Entertainment is enter-
tainment, no matter one's physical condition. And a free ticket
to the show sure beats watching the soaps, talk shows, multilin-
gual insurance form battles or whatever else might pass for en-
tertainment after spending hours in a hospital's waiting room.

I know that given a choice between receiving urgent care for,
say, a sucking chest wound and going out to see a movie (after
I'm stabilized, of course), I would jump at a free trip to the
movies. Probably only a sharp stick in the eye would make me

think twice about whether the value of

- 9... those tickets exceeded seeing a doctor-no
pr pun intended.

According to the USA Today report, the
Oakwood hospital assures the public that
people most urgently in need of care will
still be seen immediately, as one might ex-
pect in an emergency room. But this ticket
offer might be so attractive to some people
that they might actually reject quick efforts
to treat them if it means forfeiting their
prize. ("Get your hands off me, nurse! I'm
gonna see 'Coyote Ugly' if it ldlls me. Come
back when 31 minutes have passed.")

Some might even reject medical attention as long as possible
to finagle extra passes, much like people waiting to see how
high an airline will up the ante when trying to bump passengers
off a plane. Indeed, I know people who have waited many hours
to receive care in an emergency room and would not have felt
their time was wasted if they had come out of it with a dozen
free movie passes.

Of course, the hospital would have to weed out the many ma-
lingerers who simply come to the emergency room for mild
complaints, in the hopes of securing free tickets, when seeing a
doctor during visiting hours would suffice. Thank goodness
that sort of thing doesn't happen now, preventing people who
truly need emergency care from receiving it!

Once other hospitals in the area see Oakwood drawing in all
the patients, they'll have to start competing or watch their rev-
enues dwindle.

One way to vie for patients could be to cut the time threshold,
lowering the bar to 20 minutes, 15 minutes, 10 minutes-until
ultimately if an injured person isn't tackled by a doctor the mo-
ment they walk in the door, he or she would be showered with
free movie passes. Heck, maybe movie theater chains can sim-
ply start partnering with hospitals, creating onsite urgent care
clinics, and elirninate the need for movie passes entirely.

Another way to compete might be to offer free medical ser-
vices for people kept waiting. Over 30 minutes? Get free treat-
ment for those ingrown toenails. Over 60 minutes? Appendec-
tomies R Us. Ninety minutes or more? How about a free arterial
plague-scraping session?

This apology-and-gift concept will go a long way toward
solving other thorny and contentious issues in health care, as
well.

Some other examples where such an approach could smooth
over ruffled feathers might include:

• Free pizza coupons to HMO executives who agree to take in
Medicare patients.

• Colorful sports bottles to physicians who agree to partici-
pate in managed care networks.

• Bumper stickers to patients who agree to accept generic
equivalents of their prescribed medications.

• Souvenir key chains to patients who agree to go to an in-
network gatekeeper or receive a second surgical opinion.

• And free video rentals and microwave popcorn for patients
whose claims are denied and who don't retain an attorney.

Editor Paut D. Winston's commentary appears fortnightly
and at www.businessinsurance.com. He can be reached at

pwinston@crain. com.

Bush
Continued from page 1
hold him out as a model to the

leaders of other states, and other
governors have taken notice of
that," said Sherman Joyce, presi-
dent of the American Tort Reform

Assn. in Washington.
Gov. Bush managed to win tort-

related victories in both of his

terms of office, Mr. Joyce pointed
out.

Among the more-significant re-
forms pushed by Gov. Bush and
approved by the Texas Legisla-
ture were:

• A cap on punitive damages to
$200,000 or twice the amount of
economic damages, plus an
amount equal to any non-econom-
ie damages up to $750,000.

• The elimination of joint lia-
bility for defendants found to be
less than 51 % at fault.

• Restrictions on so-called "fo-

rum shopping" by out-of-state
plaintiffs who sought to file suits
in what had been considered

plaintiff-friendly Texas courts.
• New penalties for frivolous

lawsuits.

• And a limit on the liability
faced by businesses and munici-
palities that made good-faith ef-
forts to identify and mitigate po-
tential problems stemming from
the Year 2000 computer problem.

agement Honor Roll in 1998.
"At the urging of business, he

opted not to create a new tort that
would have allowed employers to
be sued for voluntarily providing
a health care plan. Gov. Bush was
responsive to the employer com-
munity," said Mr. Green. He
pointed out that Gov. Bush faced
considerable criticism for his ini-

Ual veto.
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On another benefits-related is-

sue, Gov. Bush has drawn consid-
erable attention for his proposal
to partially privatize Social Secu-
rity accounts.

"In terms of moving the discus-
sion onto the political agenda,
that is a step forward," said
Sylvester Schieber, director of re-
search and information for Wat-

son Wyatt Worldwide in Bethes-

'1'd rather have more detail than less, and,
so far, he has not put much detail on the
table. So far, it is a little hard to figure out
what this means,' says Sylvester Schieber.

After the veto, the governor
"came up with a package that was
not as dangerous, from a risk
management standpoint, as the
bill he vetoed," Mr. Green said.
The new measure-which allows

managed care plans to be sued for
coverage denial-does not expose
employers to new liability, he
said.

Mr. Green pointed out that,
constitutionally, the Texas gover-
nor's office is one of the weakest

among the states. Despite the con-
stitutional limits of his power,
Gov. Bush was able to get ap-

'We've been able to hold him out as a

model to the leaders of other states, and

other governors have taken notice of that,'
says Sherman Joyce of ATRA.

Gov. Bush's commitment to lim-

iting liability extended to health
care as well, said Jim Green, risk
manager for Fort Worth-based
Justin Industries and chairman of

the External Affairs Team of the

Risk & Insurance Management
Society Inc.

Although Texas was the first
state to enact a "patients' bill of
rights," Gov. Bush vetoed an ear-
lier version of the measure at the

behest of employers, said Mr.
Green, who was also named to
Business Insurance's Risk Man-

Conference

proval for legislation he favored,
he said.

But Gov. Bush did not veto a

1999 measure that allows physi-
cians to collectively negotiate
with health plans on contract
measures. Texas was the first

state to enact such a measure, and
similar federal legislation has
drawn considerable criticism

from employers and insurers, who
fear that it will unnecessarily in-
crease benefit costs without pro-
ducing a corresponding increase
in the quality of medical care.

Continued from page 3

the 2000 Outstanding Office Ergonomics Award, which is
presented by the Alexandria, Va.-based Center for Office
Technology. This year's winners are Seattle City Lights,
the municipality's electrical utility, and the Prudential In-
surance Co. of America, based in Parsippany, N.J.

Several other sessions will discuss various ways to man-
age workers comp and related disability, including strate-
gies for reducing health care costs and fighting fraud in a
changing regulatory environment that is increasingly con-
cerned about protecting the right to privacy.

Eric J. Oxfeld, president of Washington-based UWC
Inc., will discuss the latest developments on Capitol Hill
with regard to proposed privacy regulations and other is-
sues employers face. UWC is a national business associa-
tion that lobbies on workers comp and unemployment is-
sues.

Terrence Delehanty, general counsel'of the National
Council on Compensation Insurance in Boca Raton, Fla.,
also will discuss other privacy challenges employers are
facing.

Panelists also will address the new challenges stemrning
from changing employment relationships, specifically the
emergence of professional employer organizations, or
PEOs, which are an outgrowth of employee leasing ar-
rangements.

In addition, a new panel featuring several attorneys will
offer advice on how employers can avoid problems with
claims. That panel will be moderated by Paul F. Buckley,
treasury director-risk management for Lucent Technolo-
gies Inc. in Murray Hill, N.J., who is the 2000 Business In-
surance Risk Manager of the Year.

As some workers comp claims cannot be avoided, a pan-

da, Md., and a member of the fed-
erally created Social Security Ad-
visory Board.

"In that regard, I think he's
done us all a great service," Mr.
Schieber said. But he also noted

the sketchy nature of the GOP
nominee's plan.

"I'd rather have more detail

than less, and, so far, he hasn't
put much detail on the table. So
far, it's a little hard to figure out
what this means." Mr. Schieber

added, that he found Gov. Bush's
support for funding individual ac-
counts "encouraging."

The governor's record on insur-
ance regulation has been rather
low profile, noted the Alliance's
Mr. Farmer.

"The governor made appoint-
ments not just in insurance but in
other areas that impacted on the
insurance community that would
be characterized as fair-minded

individuals," and the governor al-
lowed them to "exercise their in-

dependent judgment," he said.
"From the perspective of a reg-

ulated industry and companies
that do business in the state,
that's all you can really expect,"
Mr. Farmer said.

But, despite his support for re-
form, Gov. Bush did veto a mea-
sure that would have liberalized

Texas laws for licensing insurance
agents. The governor cited as the
reason for his veto of the bill a

last-minute, unrelated amend-
ment that would have significant-
ly limited the liability of bail
bondsmen. Ell

el of consultants and risk managers will discuss best prac-
tices with regard to measuring the performance of their
disability management programs. The discussion will fo-
cus on ways to determine whether the programs are effec-
tively meeting the needs of employers and workers alike.

In addition, a luncheon workshop will feature a discus-
sion of innovative technologies that aim to save money and
empower workers to help prevent and manage workers
comp and disability claims.

Experts generally agree, though, that the best workers
comp claim is the one that doesn't happen. John Leonard,
president of the Maine Employers Mutual Insurance Co.,
will be among the panelists discussing ways to implement
safety and loss prevention strategies.

The conference registration fee for a risk manager, em-
ployeebenefit managerorsafety manager is $795 and $675
for IBF conference alumni. The fee for a service provider
is $1,095 and $930 for IBF alumni. Group discounts also
are available.

The registration fee entitles an attendee to two lunches,
two cocktail receptions, two continental breakfasts as well
as refreshment breaks throughout the conference. An at-
tendee may also be able to participate in the pre-confer-
ence golf outing, though space is limited and is available
on a first-come, first-served basis.

In addition, conference participants can earn 12 contin-
uing education credits from the California Insurance
Board.

Registration deadlines are Sept. 15 for a special $210
room rate at the Ritz-Carlton Hotel and Sept. 29 for golf,
unless capacity has already been reached. Registrants can
reserve a room by calling the hotel at 310-823-1700.

For additional details on the program and registration
details, contact Ms. Fauci at IBF, 516-594-3000, ext. 19, or
jennifed@ibforum.com.

-Bv Meg Fletcher
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UPDATES
when the employee returns so the "The clock is essentially ignoredLoans loan could be repaid by June 30, during the period of military ser-
2007 vice," Mr Brown said

Alternatively, the employee- Under another example provid- Health spending on rise: EBRIContinued from page l after returning to work-could ed by the IRS, an employee
amount continue to make the original on July 1,2001, borrows $40,000 Cont:nued from page 2

In addition, the final rules pro- $825 monthly payments and then from his employer's defined con- out HCFA assigns this expenditure to the private sectorvide guidance on repayment of make a balloon payment on June tribution plan He agrees to make Private-sector health spending in 1998 was reported as $626 4loans that are taken out by em- 30,2007 so the loan was repaid by monthly payments of $825 over billion, an increase of $40 4 billion, or 6 9%, from the prior yearployees who later go on a leave ot -  five years Of this amount, direct consumer spending accounted for 31 8%,absence
After making nine payments, ·while private health insurance accounted for 60% and the remain-Employers can change the re- 'The clock is essentially the employee, on April 1, 2002, der was from other private expenditures By contrast, EBRI noted,quired installments when an em- begins military service and re- in 1970 the amount of total health expenditures generated by di-ployee returns so that the the ac- ignored during the mains in the military until April 2, rect payments was 54 7%, while private health insurance account-count balance will be paid off in period of military 2004 ed for only 35 8%, with the rest from other sources

accordance with the original The employee resumes active According to EBRI, HCFA is projecting that national healthschedule service,' says Kyle Brown employment on April 19,2004 and spending will amount to $1 23 killion in 1999 and $2 18 trillion byUnder an IRS-provided exam- of the repayment rules. continues the monthly S825 in- 2008
ple, an employee with an account stallments On June 30,2008, the "Future national health expenditures are difficult to estimatebalance of $80,000, takes out, on employee repays the full balance precisely," EBRI President Dallas Salisbury said in a statementJuly 1, 2002, a $40,000 loan from due-$10,527-with a balloon "For instance, these projections assume that current laws will re-his defined contribution plan and the due date payment main in effect "
agrees to make monthly payments The IRS has proposed, though, To avoid making a balloon pay- Mr Salisbury said future expenditures could be affected by fu-of $825 over five years After that in the case of a leave of ab- ment, the employee, upon resum- ture legislation as well as technological innovation or changes inmaking nine monthly payments, sence due to military service, the ing active employment on April the economy
the employee goes on a one-year period of time in which the loan 19, 2004, could increase the
leave of absence would have to be repaid would be monthly payment to $983 in or-

The new monthly payments extended by the length of military der to repay the loan by June 30, Aon sees revenue, profit gainswould be increased to $1,130 service 2008 .:1.

CHICAGO-Strong organic growth and firming insurance prices
contributed to Aon Corp 's 7% rise in brokerage revenues to $2 50Medicare care plans they offered retirees Medicare HMOs and the premium billion for the first six months of 2000 Corporatewide revenues,

But, with the pullout of so many hikes the remaining HMOs are im- which include Aon's underwriting operations, increased 6% to
Medicare HMOs, this lower-cost posing, Rich Sinni, group and $3 63 billion

Continued from page 1 option will be available to fewer health care practice leader for The Chicago-based brokerage giant reported a 25% increase inThe HMOs are pulling out of the retirees and their former employ- Watson Wyatt Worldwiae in New net income, to $252 million, over the comparable six-month periodprogram because government pay- ers York, said he does not believe in 1999
ment rates are too low, said Ken- In addition, many Medicare+ those developments will cause In a statement, Chairman and Chief Executive Officer Patrick G
neth Abramowitz, health care an- Choice HMOs next year will be more employers to stop offering Ryan noted that, in addition to organic growth and firmer pricing,alyst for Sanford C Bernstein & sharply raising the premiums they retiree health care plans These results from Aon's European insurance services segment "were es-Co Inc in New York If HCFA charge As many employers pay developments will, however, give pecially strong" and that demand for Aon's employee benefit andpayments increase, "the turn- some or most of the premium, the them more to think about when human resource consulting services "has been robust "
around will be very quick," he premium hikes will mean higher looking at the plans, Mr Sinni Broken out into segments, revenues from Aon's insurance bro-said costs for employers said

kerage operations-which includes its retail and reinsurance bro-Currently, the American Assn Because many HMOs have been Indeed, due to the uncertainty kerage units-were up 6% to $2 14 billion for the first sl.x monthsof Health Plans, a Washington- charging retirees very little above now surrounding Medicare+ Pretax income declined 3% to $362 million, due in part to thebased managed care trade group, what they had been receiving from Choice plans, few health insurers rollout of Aon's new retail brokerage computer system and the pri-is lobbying Congress and the Clin- the government, next year's pre- are pushing ahead to add them or year's benefit of reinsurance revenues from Unicover Managerston administration to increase I don't see many people that Inc,the company said Taking Into account Aon's $119 millionpayment rates  are going forward to add Medi- special charge taken in the first quarter of 1999, pretax income forThe problem stems from the States hit hardest care+Choice HMOs," Mercer's Mr the six months increased 43% for the segmentBalanced Budget Act of 1997, Wagoner said In the statement, Mr Ryan noted that the rollout of Aon's retailwhich created the

Top five states affected Mr Martingale of Tow ers Perrin brokerage system in the United States "has progressed well, andMedicare+Choice program Before
by Medicare HMO withdrawals still recommends that employers we anticipate improved margins from increased productivity in thethat, Medicare HMOs existed and
by total enrollees affected consider Medicare HMOs for their future"

were growing in popularity be- retirees, but he advises them to Consulting revenues from Aon Consulting Worldwide increasedcause federal funding was gener- Texas 180,749 study the plans and the premiums 12% to $356 million for the first half of 2000 Pretax income in-ous, said Joe Martingale, a princi- they charge carefully before sign- creased 17% to $42 million Taking into account the $44 millionpal with Towers Perrin in New Pennsylvania 89,641 Ing Up special charge taken in the first quarter of 1999, the percentage in-York
Beyond higher premiums, em- crease for the first half of 2000 is even higherMedicare+Choice was an at- Florida 87,727 ployers also should expect addi-

tempt by Congress to experiment tional administrative costs from
with the pnvate health care sector Ohio 65,617 handling the return cf retirees, Briefly notedas an alternative to the public

New York 64,329 formerly covered by the HMOs, to
Medicare system Its goal was to their own supplemental benefit Mia Shernoff, managing director of AonLine, Aon Corp 's riskcreate options for retirees by Source Hea/th Camananctng,467191*anon plans, Mr Sinni said management extranet service, left the brokerage late last month toopening up the Medicare market In addition, employers are become chief executive officer of a new dotcom company calledto more HMOs and other types of bound to face a rash of questions Freeup LLC The company, which is a $20 million joint venturemanaged health care plans, such mlum increase, though not large from retirees who are confused between Houston-based Compaq Computer Corp and Andover,as preferred provider organiza- in terms of total dollars, will be about the termination of their Mass -based CMGI Inc , offers a business-to-employee Web site,tions dramatically higher in percentage HMOs, said Sibyl Bogardus, vp WWW freeup com, aimed at boosting productivity among employ-For employers, it was seen as a terms and director of national benefit ees by helping them share knowledge and more easily collaborategood opportunity to get more re- "Many premiums will increase resource for Willis North America on projects William Gray, a nationally recognized hurricanetirees covered by managed care 100%," Mr Martingale said in St Lotus She recommends that expert from Colorado State University in Fort Collins, has againplans, rather than through their And, for those people who have employers refer I et_rees with changed his hurricane predictions for the season Mr Gray and hisown retiree health care plans that no other Medicare HMO option, questions to the HCFA's help line, team are forecasting 11 named storms, seven hurncanes and threesupplemented traditional Medi- they will be forced back onto tra- at 1-800-Medicare, or to www ma]or humcanes this year, which was the original prediction theycare benefits Because some of the ditional Medicare with supple- medicare gov made last December In June, Mr Gray had raised the number inMedicare HMOs offered such rich mental plans offered by employ- "There is a lot of confusion each category of storm by one Jack Ehnes, Colorado's directorbenefits, employers were able to ers This lS, of course, only for the when lt comes to retirees and of risk management and employee benefits, lS leaving his postcut back on benefits to the retirees dwindling number of employers health care," Mr Sinni agreed Sept 1 to become vp-government relations for Great-West Life &who enrolled in the HMOs, lower- that have agreed to provide retiree One long-term effect of the pull- Annuity Insurance Co in Denver Mr Ehnes served as Colorado'sing corporate retiree health care health plans out is that overall health care Insurance Commissioner from 1994 to 1999 The New York In-costs "So, either way, the employer is costs for employers will go up, Ms surance Department has fined HealthNow New York Inc. $500,000Despite its promise, the Medi- going to pay more in 2001 than in Bogardus said Rising Medicare for violating state law governing health plans The plan, which op-care+Choice program has been 2000," Mr Martingale said costs, combined with pressures by erates under the names Blue Cross Blue Shield of New York indisappointing No PPOs were In order for an employer to keep the federal government to control Western New York and Blue Shield of Northeastern New York in
started, and the Medicare HMOs its costs steady, lt W111 have to these costs, means the government the Capital District, violated the law between Jan 1, 1995, andthat formed are now pulling out of charge retirees a greater percent- will try to shift more costs to the Feb 1, 2000, the Insurance Department states Specifically,the program in droves, Mr Mar- age of the cost of the plan's premi- private health insurance system, HealthNow underpaid for psychiatric services, failed to pay inter-tingale said urn, said George Wagoner, a prin- she said est on late payments to proviaers and deleted thousands of claims"The law has not fulfilled ltS cipal in the Richmond, Va, office This could be accomplished by from its computer system without processing them, according topromise," Mr Martingale said of William M Mercer Inc Or the charging a retiree's pilvate insur- the Insurance Department Standard & Poor's Corp has low-"What we have today lS fewer al- employer could ultimately termi- ance a greater percentage of the ered its rating of Fremont General Corp to BB+ from BBB Theternatives for Medicare than when nate the retiree health plan for fu- cost for treatment when that per- downgrade reflects likely adverse loss development on prior-yearthe law was adopted " ture retirees, a move that lS being son has both Medicare and private business at the workers compensation insurer, S&P said MarkelFor employers, the moves by the made by more and more compa- insurance coverage, Ms Bogardus Corp. reported gross revenues of $464 6 million for the first half ofHMOs will hurt their bottom lines nies said 2000, a 71 4% increase over the same period in 1999 But the Rich-Employers favored Medicare According to a Mercer survey, To prevent this and other cost- mond, Va -based insurer made a loss of $3 7 million in the first halfHMOs because the premiums the only 28% of employers in 1999 of- shifting efforts, employers "have compared with a $26 6 million profit in the first half of 1999 TheHMOs charged, if they charged fered retiree health benefits to to stand up and be counted" and results were affected by the acquisition of Terra Nova PLC inany, typically were substantially those eligible for Medicare, down fight the government's attempt to March, which boosted revenues but dragged down profits due tolower than those charged to em- from 40% Just five years earlier underfund Medicare, Mr underwriting losses
ployers by the supplemental Medi- Despite the withdrawal of Abramowitz said
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Excerpts from B/'s Daily Online Updates, July 31 - Aug. 4, 2000

I OIL SPILL INSURED Pembina Pipeline of 2000, a 67% increase from the first six In a section on reinsurance coverage issues, not part of the sale, includmg global accident,
Corp. has nearly $70 million of pollution ha- months of 1999. Net earnings for the Swiss Re presents information on the fre- domestic health and non-U.S. hfe and health
bility coverage to respond to claims from an year's first six months were $344 million, quency and severity of tornadoes, the rem- remsurance, was placed in runoff The $127

011 pipeline a 28.8% m- surer's Frequency Protection Cover and million charge primarily reflects reserve
that rup- UnitedHealtheare® crease from other tOplCS, including the effects of cli- strengthening for certain lines of business.

- - -=--1=2--,_,r_ tured m 1999, includ- mate change and how occurrences are de- Last year's first-half results also exclude a
-- British Col- ing a net permanent tax benefit related to fined. An appendix outlines methods such $43 milhon gam assoctated with the sale of a

n -- umbia last the contribution of Healtheon Corp com- as building codes and shelters that are used partial interest in a business. In its employee
-f<-C-------*--i week. Al. mon stock to the UnitedHealth Founda- to help increase the survival rate in torna- health care, life and disabllity segment, which

---- r Y
-

-* though oil tion. Excluding that benefit, net earnings does. Copies of the publication can be mcludes CIGNA's health maintenance orga-from the 13- were $330 million for the first half of the downloaded from www swissre.com. nization and indemnity operations, the com-
 mile slick on year, a 23 6% increase from 1999's first pany reported $356 million m first-half oper-

'* S E#ir*#8 the Pme Riv- six months. The company's achieved rev-  ACE QUADRUPLES PREMIUMS ACE Ltd ating income, a 10 9% increase from the
 4ir¢ASE2¢5*DE er started enue of more than $5.2 billion for the reported gross written premiums of $3.95 $321 million posted for the comparable pen-

t seeping past quarter ending June 30, a 7.4% increase billion for the first six months of 2000- od a year ago.
containment from the company's second-quarter 1999 more than four times the pre-

PHOTOS AP/ WIDE WORLD Luooms last revenue. miums reported for the same I JLT REVENUES RISE Jardine Lloyd
Oil from a ruptured pipeline Wednesday,
breached booms placed on claims re- I NACRENAMES PRESIDENT C Fred Mad-

period in 1999 The huge leap Thompson Group P.L.C. has reported bro-
was largely due to Hamilton, kerage revenue of £137 9 million ($205.7

British Columbia's Pine River sulting from sen has been named president of NAC Bermuda-based ACE's acquist- million) for the first six months of 2000, a
in an attempt to contain the the rupture Reinsurance Corp., the Stamford, Conn.- tion of CIGNA Corp 's proper- 9 4% mcrease over the same

massive oil spill. will likely based reinsurance unit of XL Capital Ltd. t>/casualty and international business m period last year Pretax prof-
fall well un- The promotion became effective immedi- July 1999, which created ACE INA Hold- its, excluding exceptional

der the limits of Pembma's coverage, said Jim ately following its announcement last ings Inc. Profits for the first half Increased
A

items, increased 7.0% to
Watkinson, general counsel at the Calgary, week. His appointment comes after the 43.6% to $288.4 million "As we celebrate , £35.4 milhon ($52.8 mil-
Alberta-based pipeline operator. "I don't prior week's promotion of the former pres- the first anniversary of the ACE INA ac- hon). Overall operating rev-
think this will get over $5 million Canadian Ident of NAC Re, Nicholas M. Brown, to quisition, the evidence is clear that the enue for London-based JLT, which in-
($3.4 milhon)," he said. The $1 million chief executive officer of all the insurance transaction and subsequent restructuring cludes investment income, grew 8.9% dur-
Canadian ($675,000) primary coverage and operations of XL Mr. Madsen Joined efforts have firmly established ACE as a ing the first half of this year to £1474 mil-
$100 million Canadian ($67.5 million) excess NAC Re in 1985; most recently, he served truly global enterprise and significantly en- lion ($219 9 million). Each of the compa-
coverage is placed at Lloyd's of London. Mr. as executive vp and chief underwriting of- hanced the profit potential of the group," ny's two main operating divisions in-
Watkmson would not disclose the lead syndi- ficer ACE Chairman and Chief Executive Offi- creased its brokerage revenue over the
cates. The rupture occurred 62 miles up- cer Brian Duperreault said in a statement comparable period last year. JLT Risk So-
stream from the town of Chetwynd, British I WEATHER REPORT Swiss Reinsurance lutions generated £67 3 million ($100.4
Columbia, whose population of around Co discusses the impact of tornadoes and I CIONASEES INCOME GAIN CIGNA Corp. million) during the six months ending June
3,000 draws its water supply from the nver. other violent weather on property, people reported $544 million in operatmg income 30, a 12.0% increase. Meanwhile, JLT
Pembina estimates that about 6,300 barrels and the insurance industry from continuing operations for the first half Corporate Risks & Services reported a
of crude oil escaped into the river. Soon after in a new publication titled, of the year, compared with $480 million for 7.0% increase in brokerage revenue to
the spill, Pembina, which only finalized the

"Twister! The Dimensions the comparable period m £70.6 milhon ($105.3 milhon). "The
purchase of the pipeline last Monday. began
vacuuming 011 from the river and se- up con-
tainment booms 12, 24 and 28 miles from
the rupture. But by Wednesday some oil had

III page report points out that The $544 million in oper- first half reflects a good stream of new
for many insurers "the an- ating income excludes business wins and the continued focus of
nual net aggregated losses $127 million in non-recur- the group on sustainable growth opportu-

started to seep through the booms, said a caused by tornadoes could

of Devastation." The 35- e 1999, a 13.3% increase. strong brokerage increase achieved in the

ring charges associated nities," JLT Chairman John Barton said in
spokesman for the British Columbia Depart- possibly exceed those caused by a major with the runoff of its re- a statement.

ment for the Environment. As a precaution, a hurricane or earthquake in any given CIGNA tained reinsurance busl-

four- to six-week supply of fresh water has year." With so much at stake, Swiss Re is ness. During the second
been pumped into Chetwynd's reservoir, he offering mformation on tornadoes, thun- quarter, CIGNA sold its life reinsurance bust- h Te/tl'008*001*00#0504., wl,/20#0/·
said. The cause of the rupture is not yet derstorms, hail, supercells, microbursts ness to Life Reassurance Corp., a Staniford, Ress insurance': free online #pilates at www.
known. and other weather phenomena. With text, Conn.-based unit of Swiss Remsurance Co., .com. 8110! the materialln the

maps and graphs, the report covers the im- for about $170 million in cash. The sale re- Rip The Record column, as mil as emer content

I UNITEDHEALTH POSTS GAINS United- pact of past storms in the United States suited in an aftertax gam of about $85 mil- /0 I week': issue, is generated from daily

Health Group has reported total revenues and Canada, then moves on to subjects in- lion that will be recognized over the next 10 nom postings mataleared on the Web site in

of more than $10.3 billion for the first half cludmg tornado forecasting and tracking. to 15 years. Reinsurance business that was N.*m-*·

Find daily coverage on Corporate Risk, Employee Benefit and Managed Health Care News at www.buslnessinsurance.com

B/Industry Stock Report JULY 31, 2000, THROUGH AUG. 4,2000

1 1
Weekly Year to date Year to date

BROKERS
Weekly Year to date Year to date Weekly Year to date Yeartodate

Pnce % change % change High Low VoHOOO) Price % change % change High Low Vol (000) Pnce % change %change High Low Vol (000)

1 Aon Corp NYS 390C 1183 2.50 42 75 2069 7297 Harleysville Group NDO 1875 4.53 31.58 2025 11.63 169 XL Capital Ltd NYS 6888 586 32.77 6888 39.00 4228

Brown & Brown NYS 49.75 481 2985 52 50 3075 80 HSB Group Inc NYS 36.06 453 6.65 4063 21.50 918 Zen,lh National Ins NYS 2344 054 1364 24.94 18.75 37 1

Clark Bardes Holdings NDO 988 125 3130 21.00 8.50 343 HCC Insurance Holdings NYS 22.81 11.28 72 99 2294 8.00 838 INSURERS/AEINSURERS AVERAGE 3.79 3.59

E W Blanch Ho dings Inc NYS 28.75 5.50 53.06 70.75 1656 593 ING Groep N V NYS 6556 141 7.48 6900 46.81 476

Gallagher Arthur J & Co NYS 49.63 1.40 5328 49.94 2306 869 IPC Holdings Ltd NDO 1625 3.17 924 2250 975 104 HEALTH MAINTENANCE ORGANIZATIONS
Hilb Rogal & Hamilton NYS 40 88 8.28 44.69 40.88 22.38 253 Hartford Financial Services NYS 6719 5.50 41.82 67.19 2938 4038 Foundation Health Systems Inc NYS 14.50 -043 4591 1619 6.25 1934

Kaye Group Inc NDO 6.75 909 1940 11.88 500 0 John Hancock Financial Service NYS 2275 162 3382 2475 1344 5801 H/mana Inc NYS 713 088 1298 1106 4.75 3288

Marsh & McLennan NYS 12294 479 28.48 127.38 61.75 7619 LaSalle Re Holdings Ltd NYS 17.25 2.22 4 55 1750 1088 399 Oxford Health Plans NDO 27.25 15 96 11478 27.38 9.75 10545

BROKERS AVERAGE 5 GE 1397 Lincoln National NYS 4575 2.23 1438 52.00 22 63 2555 Pacificare Health Sys NOO 5981 440 1285 72 31 3113 2245

MAIC Holdings Inc NYS 1200 2.54 4336 2905 1000 109 Sierra Health Services NYS 306 392 54.21 13.25 2.75 298

INSURERS/REINSURERS Markel Corp NYS 14938 108 3.63 191.88 111.50 66 United HealthGroup NYS 87.69 8.01 6506 91.94 39 38 5069

ACE Ltd NYS 3388 458 103.00 37.25 14.06 7921 MBIA Insurance Group NYS 62.06 10.95 1751 62.06 36 31 1548 Wellpoint Health Networks NYS 88.56 2.31 3431 9100 4825 2409

Accel International Corp NDO 063 000 37 50 1.50 0.50 2 Meadowbrook Insur Group NYS 5.00 0.00 23 81 1300 4.50 27 HMOs AVERAGE 2.63 2939

Acceptance Insurance Cos NYS 4.56 3.95 20.65 1531 2.75 105 MelL,te NYS 2031 000 42 54 22.06 14.25 13280 ALL COMPANIES AVERAGE 403 1565

AEGON N V NYS 38.56 115 1924 49.13 31 50 551 Mutual Risk Mgmt Ltd NYS 1806 1333 7.43 30.75 9.81 840

Aerna Ide & Casualty NYS 59.50 7.33 661 84 31 3850 3718 Navigators Group NDO 9 88 1.25 1.28 1600 8.63 62

AFLAC Inc NYS 55.56 3.98 1775 55.75 33.56 3983 NYMagic Inc NYS 1463 2.50 1090 15.75 1225 33

Almerica Financ al Corp NYS 57.81 2.94 3.93 62.00 35.06 1089 Ohio Casualty Corp NDO 9.63 1241 40.08 18.50 8.50 1030

Allstate Corp NYS 29.50 7.03 22.60 3669 17.19 13531 Old Republic Int I NYS 23 06 3.65 69.27 23.06 1063 5169

Ambac Financial Group NYS 6650 577 27.43 67.38 38 88 1555 Partner Re Ltd NYS 3900 2.04 20.23 4031 28.38 496

American Financ al Group NYS 25.06 308 4.98 33.63 1838 288 Penn America Group Inc NYS 7.88 500 1.61 10.38 663 10

American General NYS 69.00 -0.18 9.06 82.19 45.63 4724 PMA Capital Corporation NDO 1800 1077 9.43 21.00 1550 36

American Intl Grcup NYS 8863 3.60 22.95 8863 5238 19346 Philadelphia Cons Holding NDO 1650 0.57 13.79 21.63 1081 173

American Safety Insurance NYS 4.38 411 32.69 819 3.75 7 PXRE Corp NYS 1325 1.92 1.92 17.75 9.94 113 B/Insurance Index
Argonaut Group NDO 1544 1.65 22.33 2663 14.44 331 Reliance Group Holdings NYS 031 66.67 95.28 7.75 0.13 3984

AXA UAP Group NYS 77.69 5.88 942 81.50 5375 238 RellaStar Financial Corp NYS 5331 0.47 36.04 53.38 2375 1726

Baldwin & Lyons Inc NDO 16 06 3.63 27.40 2394 1525 165 RenaissanceRe Holdings Ltd NYS 47.38 0.40 1590 4800 33.19 339

Berkley W R Corp NDO 24.75 3.66 1856 2625 14.00 1264 ALI Corp NYS 36.94 8.04 8.64 37.75 2625 46 2,500
Berkshire Hathaway Inc NYS 62700.00 1000 11.76 67500 00 40800 00 5 St Paul Cos NYS 4725 559 40 26 47.25 21.31 6421 2,450 2,451.64 -
Capitol Transamerica Corp NAS 1131 1.63 12.42 14.75 9.38 24 SCOR NYS 40.25 571 9.04 53.63 38.38 42

2,400Chubb Corp NYS 7900 6.76 4029 7900 4325 5054 SAFECO Corp NDO 25.56 1205 2 76 3850 1800 7975

CIGNA Corp NYS 10031 2.10 24.52 10306 6075 5556 SCPIE Holdings Inc NYS 2131 6.56 33.66 36.94 1900 NA 2,350
Cincinnati Financial Corp NYS 40.00 7.38 25.49 4331 26.19 2687 Seibels Bruce Group NDO 125 1765 28.57 4.94 075 23 2.300
Cittgroup NYS 7350 7.59 31.99 7350 4119 38192 Selective Ins Group NDO 1806 1.37 5.09 20.38 14.63 222

CNA Financial Corp NYS 37.94 0.17 2.57 42.13 24.56 533 Tokto Marine & Fire 1.100 50.50 2.42 1459 67.00 45.00 119
2.250

CNA Surety NYS 1100 2.33 1538 1525 975 493 Torchmark Corp NYS 26.63 6.23 839 3600 1875 2113 2.200
EMC Insurance Group Inc NDO 9.38 0.00 2.74 1300 6.81 4 Transalantic Holdings NYS 8456 -0.59 833 91.56 68.75 50 2.150
ESG Re Limited N[)0 3.31 364 52.25 16.75 3.19 176 Trenwick Group Inc NYS 1800 3.60 6.27 24.28 1200 372

Enhance Financial Services NYS 1575 -0.40 3.08 2263 863 371 Unico American Corp NOO 6.50 4.00 714 1025 450 36 2,100
Everest Reinsurance NYS 42.25 7.30 89.36 42.25 20 50 1430 United Fire & Casualty NDO 1825 000 1934 25.25 1550 16 2,050
Fremont General Corp NYS 413 0.00 -44.07 1750 388 1338 Unitrin NDO 2931 0.43 22.09 39.75 27.19 530

2,000
Frontier Insurance Group NYS 0.47 0.00 4636 14.75 0.44 480 UNUM Corp NYS 23.50 0.00 2671 5250 1194 4267

..1111
Gainsco Inc NYS 425 0.00 20.93 6.94 413 72 Vesta Insurance Cp NYS 519 460 33 87 788 3 44 152 6n6 6/23 6/30 7/7 7n4 7/21 7/28 8/4

Base=100 on Dec 29,1978
-- --

Top advancing issues Reliance Group Holdings, Se,bels Bruce Group, Oxford Health Plans Leading dectiners SCOR, Vesta Insurance Co, ACE Ltd Most active issue Cltigroup The 8/Indenncreased 4 3%, the Dow Jones 30 Industrials rose 24%, the
S&P 500 went up 3 0%, and the NYSE Composite Increased 2 9% Average P/E Brokers, 21 6, Insurers/reinsurers, 20 8, HMOs, 14 6

Source CNET investor (investor cnet corn) Boulder, Colo
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What does it take to break through a foundation of thinking that's been accepted for years? A bold stroke. But, it joesn't mean
turning things on their heads without understanding all the possible consequences. It takes a complete understanding of
what lies on the otier side. No one is in a better position to help guide clients than AIG. With operations in 130 countries and
jurisdictions throughout the world, we have an unmatched knowledge of local conditions and regulations to help manage risks.
So, when you're ready to take on a risky venture, contact AIG. We'll help knockdown the barriers that may be holding you back.

13@Rte LIEADIERS OX OLUS@RAPJ@IE AMI[ FOLVANOOAL SERVDCIES
Insurance and services provided by members c f American International
Group, Inc., 70 Pine Street, Department A, Ne'v York, New York 10270.

AIG
WWW.AIG.COM


