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THERE ARE ALWAYS QUESTIONS ABOUT MERGERS.
WE'LL START WITH THE MOST IMPORTANT ONE.

WHAT'S IN IT FOR YOU 

f

We're FM Global, the merged company of Allendale, Arkwright, Protection Mutual and Factory Mutual. How are we

different? For starters, we have stronger global resources and unmatched flexibility to solve your particular insurance

issues. Capacity has been expanded and our loss control engineering expertise remains second to none. Communications have

been simplified and innovative new products will impact your bottom line. In short, four organizations Fyff1have converged to form one truly remarkable insurance company. Securing the future ofyour business. 1 1/

www.fmglobal. com or 800-343-7722.
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Cost of risk up 8.8%
as survey base differs

By MICHAEL BRADFORD

Risk managers are finding that
a competitive insurance market-
place doesn't always add up to a
lower cost of risk.

The 1999 RIMS Benchmark

Survey found that, while many in-
surers continued to cut rates last

year or kept increases slight, any
savings were more than offset by
respondents' higher retained lia-
bility losses.

Those losses helped drive a
year-to-year increase in the aver-
age cost of risk for U.S. non-bank
companies, the first such increase
in six years. Their average cost of
risk rose to $5.71 per $1,000 of
revenue in 1998, an increase from
$5.25 per $1,000 in 1997.

The increase follows a steady
annual decline in the average cost
of risk since 1992, when it was

Rk and

$8.30 per $1,000 of revenue. The
average cost in 1998 was nearly
identical to the 1996 figure of
$5.70.

"It's very interesting that the
cost of risk actually rose this year,
given the soft market," said Sue
Anne Mitro, vice chairwoman of
the Risk & Insurance Management
Society Inc. research committee.
"I would not have anticipated
those results."

The survey acknowledges that
the results appear to have been
"skewed upward" by higher costs
incurred by a group of new partic-

ipants in the study.
"Some very large companies

with very low costs of risk" par-
ticipated in the previous survey
but not in the 1999 survey, the re-
port notes.

James Gamble, senior manager
with Ernst & Young L.L.P.'s Busi-
ness Risk Solutions practice in
New York, said that "it's some-

what in the nature of a survey of
this type that changes in respon-
dents from year to year can have
an impact." Ernst & Young and
RIMS conduct the survey jointly.

He pointed out that, in the cur-

rent survey, a "large portion of
this respondent base takes large
retentions," and some were hit
with big losses.

"Retained losses have more

volatility than premiums and

other types of costs," said Mr.
see Costs on page 42

Xerox not altering benefits
but report sparks scruti ny

By JOANNE WOJCIK KOCHANIEC

STAMFORD, Conn.-Published reports that Xerox
Corp. may switch to a defined contribu-
tion approach for funding employee
health care benefits are not really "news"
to the benefits community.

In fact, many employers are considering such
an approach, given the increasing cost of health
care and growing employee dissatisfaction with
the choices available to them, industry surveys
show.

Abandoning the group health benefit
model and forcing employees to buy cov-
erage on an individual basis, however, could signifi-
cantly raise costs for employees and increase the
ranks of the uninsured population, some industry
studies have found.

And, as Xerox found this month, employees may
strongly oppose such a radical change in benefits .

Two days after newspapers nationwide reported
that Stamford, Conn.-based Xerox wanted to "aban-

don its longstanding approach to health benefits and

pay workers to buy the insurance of their choice," the
company's benefits department was bombarded with
calls from irate employees worried that they were los-

ing their health benefits, a company
_J spokeswoman said.

I The article, which the spokeswoman said
I was based on a "theoretical discussion" with

a Los Angeles Times reporter, reported that
Xerox would like to give each of its 50,000 em-

ployees between $5,000 and $6,000 a year to
buy their own health insurance. The article

noted, however, that such a system could
not be implemented for at least five to
seven years "in the absence of deep and

fundamental changes in the insurance market."
The proposal is similar to a model implemented this

year for retiree healthcare benefits by Armonk, N.Y.-
based International Business Machines Corp.

The IBM plan operates much like a cash balance
pension plan, with the company crediting each em-
ployee's accoun: with a specific dollar amount each
year. The account earns interest while the employee

See Xerox on page 40

Updates-

U.S. workplace injury rate
falls to all-time low: BLS

WASHINGTON-Workplace injuries and
illness rates fell to an all-time low last year,
according to a report released last week by
the federal Bureau of Labor Statistics.

The BLS found that about 5.9 million cases

of private-sector workplace injury and ill-
ness were reported in 1998, or the equivalent
of 6.7 cases per 100 full-time workers.

That represented a 5.6% drop from the 7.1
cases per 100 full-time workers in 1997, set-
ting a record low for injury and illness rates
since the BLS began keeping records more

See Updates on nezt page

ERC chief eyes future

Bringing good
things to light

By JUDY GREENWALD

OVERLAND PARK, Kan.-
The new head of Employers
Reinsurance Corp. says there
are distinct advantages to be-
ing an outsider in the reinsur-

Mr. Calhoun

ance industry and he intends to
take full advantage of them.

As an outsider, "you are not
afraid to ask simple ques-
.tions," says David L. Calhoun,
42, who was named chairman,
president and CEO of ERC in
July, replacing Kaj Ahlmann.

"I think that's an outsider's

greatest strength. You don't
know enough to discount the
client's point of view, so you
try to listen. I try to take ad-
vantage of that," said Mr. Cal-
houn. "In a year, I'11 probably
be one of those insiders and I'll

be looking for an outside per-
spective," he quipped.

There are two questions to
which Mr. Calhoun said he al-

ready knows the answers:
The first is whether ERC is

up for sale, which has been the

subject of a market rumor. It is
not, he-said. "It's a funny thing
how this rumor persists. It's
been around for 100 years, it
seems," he said.

A second, related rumor is
whether he was brought in to
get ERC ready for sale. He de-
nies that as well. "I'm here to

run the company and I'm mov-
ing a big family to this city to
do it, so I don't take the move
lightly," said the father of four.

Meanwhile, despite his new-
ness to both the reinsurance

industry and the job, Mr. Cal-
houn has already developed
strong ideas on the need for
higher rates, the future of e-
commerce, the desirability of a
Bermuda operation, merger
and acquisition activity, and
the capital market's involve-
ment in the reinsurance indus-

try, among other issues.
Mr. Calhoun, who has spent

his entire career at General

Electric Co., was most recently
president and CEO of GE
Lighting, based in Cleveland.
The son of a cement company
executive, Mr. Calhoun was

born in Philadelphia and
raised there and in surround-

ing towns. He graduated in
1979 from Virginia Polytechnic
Institute in Blacksburg with an
accounting degree and then
rose through the ranks of GE
before eventually being
plucked to head ERC.

"I really had no idea what I
wanted to do with my career or

, how high I wanted to go, or
anything of that sort, but for
20 years, GE has sort of
reached out and grabbed me
and asked me to do new and

different and better things ev-
See Calhoun on page 41

HHS extends deadline for privacy rule comment
By MARK A. HOFMANN

WASHINGTON-Employers and health
insurers will have more time to make their

thoughts known on the Clinton administra-
tion's proposed medical records privacy
regulations.

The proposals, which appeared in the
Nov. 3 Federal Register, would regulate ac-
cess to electronic medical records. In gener-
al, the rules would limit the release of elec-
tronic medical data to private parties with-
out a patient's consent and would subject
violators to a variety of new-and often
harsh-ivil and criminal penalties.

The U.S. Department of Health and Hu-
man Services published the proposed rules
after Congress failed to meet a self-imposed
deadline under the 1996 Health Insurance

Portability and Accountability Act-
HIPAA-to approve its own privacy rules
by Aug. 21.

HIPAA directed the HHS, in the absence
of congressional action, to issue final regu-
lations within six months, or by Feb. 21,
2000. HHS initially set a Jan. 3,2000, dead-
line for comments on its proposals.

But opponents of the proposals won a vic-
tory last week, when the department an-
nounced that it was extending the comment

period by 45 days-until Feb. 17-after re-
ceiving requests to do so from both business
and Capitol Hill. HHS has not said when a
final regulation will be promulgated.

Rep. Bill Thomas, R-Calif.-chairman of
the House Ways & Means Committee's
Health Subcommittee-was among those
requesting that HHS grant an extension, as
was a group consisting of the Blue Cross &
Blue Shield Assn., the American Assn. of
Health Plans, the American Hospital Assn.,
the American Medical Assn., the Assn. of
Electronic Health Care Transactions and
the Health Insurance Assn. of America.

"We applaud HHS for extending the con-

fidentiality comment period by 45 days. We
believe that this extension is a reflection of

an acknowledgment by the administration
of our deep concerns regarding the poten-
tial impact that this rule will have. We also
appreciate Chairman Thomas' efforts in
this, because he sent a letter to HHS and we
think that that was also very instrumental
in getting an extension," said a spokesman
for the Blues in Washington.

Technically, Congress could still jump on
the issue, pass its own regulations and ren-
der the HHS rules moot. But that is not

likely to happen before HHS promulgates a
See Privacy on page 39
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Updates
NAIC to adopt modelJob injury rate at record low

Conttnued from previous page
than 20 years ago agent licensing actThe bulk of the reported cases-55 million-involved work-
place injuries, with fewer than 400,000 workplace illnesses report- By MEG FLETCHER prevent establishment of the Na- more efficiently provided to poli-
ed Disorders associated with repeated trauma, such as carpal tional Assn of Registered Agents cyholders," according to an anal-
tunnel syndrome and noise-induced hearing loss, accounted for SAN FRANCISCO-The Na- & Brokers by, over the next three ysis by the Council of Insurance
about 65% of the illnesses tional Assn of Insurance Commis- years, encouraging greater re- Agents & Brokers in Washington

sioners plans to adopt amend- mprocity among states in the 11- NARAB would be charged with
Miami gun suit dismissed ments to its proposed agent 11- imposing licensing and profes-

censing model act later this

A&tIC
sional qualification requirements

MIAMI-Miami-Dade County officials plan to appeal a Florida month, as one of its first respons- that exceed the standards of any
circuit Judge's ruling dismissing the local government's lawsuit es to the new federal financial current law, and it would have the
against handgun manufacturers modernization law authority to reduce duplicative

Judge Amy Dean ruled last week that, under Florida law, mu- The amendments are needed to regulatory requirements on agents
mcipalities are not appropriate plaintiffs in lawsuits such as Mia- further the NAIC's strategy of censing of non-resident agents and brokers whose clients require
mi-Dade's, which sought to recover costs the local government has preserving existing sta:e regulato- How ever, NAIC leaders and them to do multistate businesses,
incurred as a result of gun violence Instead, such suits should be ry authority through timely com- other observers differ over according to the CIAB (BI, Oct
brought by the actual victims of gun violence, the judge indicat- pliance with provisions of the fed- whether NAIC will be able to 18)
ed eral Gramm-Leach-Bliley Act (S meet -ts goal by the three-year Under the new federal law,

The Florida Judge's ruling follows a similar decision earlier in 900), new NAIC Presicent George deadline states and U S territories can
the month by Connecticut Superior Court Judge Robert MeWee- Nichols III of Kentucky said at the If regulators fail, the federal prevent the creation of NARAB 1f
ny, who had dismissed a gun industry suit filed by Bridgeport, NAIC's winter meeting, held Dec law will establish NARAB "as a a majority of them-at least 29-
Conn 4-8 in San Francisco clearinghouse for multistate li- achieve either reciprocity or uni-

Along with an October ruling dismissing Cincinnati's suit Specifically, the NAIC seeks to censing so that service may be See NAIC on page 44
against the gun industry (BI, Oct 11), three of the 19 suits brought
against the gun industry have now been dismissed, though all the
dismissals are being appealed Employer group urges OSHA
Victim's liability claim denied

SAN FRANCISCO-A woman who was raped in a commercial to extend ergo comment period
parking garage where no other assaults occurred during the pre-
vious 10 years cannot hold the garage owners and operators hable, WASHINGTON-Congress is likely to begin hold- that not enough scientific evidence exists to Justify
California's Supreme Court ruled last week ing hearings on the Occupational Safety and Health imposition of what they regard as an overly vague

The case, Sharon P us Arman Ltd et at, was closely watched Administration's proposed ergonomics standard ear- and expensive standard (BI, Nov 23)
by business and tort reform supporters They filed amicus briefs ly next year, according to an employer group that Ms Krese said that hearings are likely to focus on
arguing in favor of the garage owners, Arman Ltd, and the park- opposes the regulation several aspects of the proposal, notably creation of a
ing services company, Apcoa Inc No dates have been set for the hearings, but they compensation system that would pay larger benefits

The court found that garages are not inherently dangerous and, could begin as early as January, according to Jen- to workers suffering from ergonomic-related injuries
because the garage had been crime-free for 10 years, the assault nifer Saunders Krese Ms Krese, director of employ- than workers suffering from other employment-re-
was not foreseeable Therefore, the defendants did not have a duty ment policy at the Washington-based National Assn lated ailments could collect under state workers
to provide a certain level of security of Manufacturers, spoke during a press briefing last compensation laws

The 6-1 decision overturned a state appeals court ruling that fa- week The Occupational Safety and Health Administra-
vored the plaintiff She was attacked in 1993 at gunpoint when Ms Krese said that members of the NAM are push- tion's proposal would create a "most-favored-injury
she arrived for work in the office building, where she operated an ing OSHA to extend the comment period on its pro- status" for ergonomic-related ailments, said Patrick
accounting business She sought compensatory damages for pain posal, which is currently slated to end on Feb 1, Cleary, NAM's vp-human resources, during the
and suffering, emotional distress, loss of income and medical ex- 2000 briefing
penses Employers groups oppose the proposal, claiming -By Mark A Hofmann

The dissenting Supreme Court justice argued that the court es-
sentially is saying that business owners are entitled to one free as-

1sault before they can be held liable for failing to take sufficient
security measures NBA star's contract
Aon challenges A&A verdict

NEWARK, N J -Aon Corp lS contesting a jury ruling that it uninsured, team says
must pay a former Alexander & Alexander Services Inc employee
$10 million for alleged deceptions made by A&A's former chair- -- r 191 : By SALLY ROBERTS group administrator for Trust-
man and chief executive officer

mark in Lake Forest, Ill Trust-
Philip J McConkey, a former New York Giants football player

and director of insurance services for the greater New York area
HOUSTON-The Houston mark reimburses the team for

Rockets have no insurance to 80% of a player's salary con-
at A&A, sued A&A and Frank G Zarb, alleging he was fraudu- cover the loss of NBA star for- tract, up to various limits, after
lently misled by the CEO into believing that the brokerage was /

ward Charles Barkley, who sus- the player misses a total of 41not for sale

Mr McConkey later dropped Mr Zarb from the suit
tained a career-ending knee in- games in a season due to an in-
iury earlier this month jury or illness, Mr Meyer ex-

Soon after those discussions took place in 1996, Aon acquired
A&A for $1 23 billion, and Mr McConkey subsequently lost his

A Houston Rockets spokes- plained
X man said that the team did not But when a player has only a

lob insure Mr Barkley, who signed one-year contract or only one
A six-person jury in the Superior Court of New Jersey last week 4 a one-year contract with the year remaining in a contract,

unanimously ruled to award Mr McConkey $5 million in compen- :

satory damages and $5 million in punitive damages fr Lf Rockets earlier this year for a the NBA allows the team to opt
reported $3 million in guaran- not to insure that player's con-

Aon immediately filed a motion with the judge to override the teed pay tract, Mr Meyer said
lury's decision, an Aon spokesman said If the judge does not rule 1

Under a mandatory NBA in- Mr Barkley, who will be 37
in Aon's favor, the broker will appeal the verdict, the spokesman surance program underwritten in February, tore his leftsaid

by Trustmark Insurance Co, quadriceps tendon away from
AP/ WIDE WORLD PHOTOS

LTD cap doesn't violate ADA: Court The Houston Rockets opted not to in- each team is required to insure his kneecap in the first quarter
1:s six highest-paid players in of a game against the Philadel-sure the multimillion-dollar contract of
the program against the risk of phia 76ers on Dec 8 The injury

NEW YORK-A long-term disability insurer that caps LTD injured star forward Charles Barkley. injury, explained Dave Meyer, See Barkley on page 41
payments on mental disabilities but not on physical disabilities
does not violate the Americans with Disabilities Act, an appeals Inside
court has ruled

In upholding a lower court decision, the 2nd U S Circuit Court
of Appeals in New York ruled in Leonard F us Israel D:scount • Four of the five Lloyd's of London syndicates forced to Commentary .41
Bank of New York and The Metropohtan Life Insurance Co that stop underwnting last month when UNUMProvident decid- For the Recorrl 44

MetLife is protected by the safe harbor provision of the ADA, be- ed to exit Lloyd's likely will go into runoff PAGE 37 Global Briefe 37

cause its LTD policy is consistent with state law and does not con- Insurance Services Guide .36
stitute a subterfuge to evade the purposes of the ADA • Editor Paul D Winston explains what happened to that Internationpl 37

The appeals court ruled that the district court correctly inter- captive domicile he set up In his garage and takes anoth- Ticker 43
preted the term "subterfuge" as inapplicable to insurance policies er look at some of the other topics he's written about in
adopted prior to the enactment of the ADA in 1990 1999 PAGE 41

The appellate court, however, remanded to the trial court the
Bumness/nsurance (ISSN 0007 6864) Vol 33, No 51, ts published weeklyissue of whether MetLife had adopted ltS LTD policy prior to • Almost Donothing gets a visit and a lecture from Santa, by Crain Communications inc , 740 N Rush St, Chicago, Ill 60611 25901990

who gives new meaning to "dressing down " PAGE 43 Periodicals postage is paid at Chicago and at addmorlai mailing offices
At issue is MetLife's LTD policy, which limits benefits to em- POSTMASTER Send address changes to Business insurance, Circulation

Department, 965 E Jefferson Ave , Detroit, Mich 48207 $4 a copy and $89ployees with psychiatric disabilities to two years, while employ-
Departments ayear In US $108 in Canada and Mexico (includes GST) All other coun

ees with physical illness receive LTD benefits without an aggre- tries $209 a year (includes expedited air delivery) Canadian Post Inter-
gate limit until the age of 65 Advertiser Index .. 36 national Publications Mall Product (Canadian Distribution) Sales Agreement

No 0293512, GST No 136760444 Printed in USA Copyright 1999 bySee Updates on page 42 Classifieds 1R Crain Communications Inc
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1. Year 2000,isk and coverage concerns

2. Bermuda's ACE and XL expand via U.S. acquisitions

3. Financial services modernization law enacted 4440*(
4 U* captive called a sham, lawsuits follow
5. UOver workers comp pool disintegrates

/R»llisbanded; Quality scorecard survives
·f**;softness in P/C market starting to evaporate

8. RIMS, brokers reach accord on contingent commissions
9. Government entities file class-action lawsuits

10. Heavy catastrophe toll worldwide

Contingency planning
for Y2K bug dominated
1999's risk landscape

By JOANNE WOJCIK KOCHANIEC
and MICHAEL BRADFORD

oncern over Year 2000 expo
sures, the demise of the Quality
Insurance Congress and the
continued consolidation of the

property/casualty insurance in-
dustry were the most signifi-

cant developments of the year, according
to several risk managers.

While industry consolidation is likely
to remain in the news, new issues-in-

cluding the proposed ergonomics stan-
dard issued by the Occupational Safety
and Health Administration and financial

services deregulation-are likely to move
onto risk managers' radar screens in the
new millennium.

Risk managers also will need to stay
on their toes professionally as organiza-
tions and government alter the defini-
tion of "risk management."

"Preparation for the Y2K rollover, not
so much from an insurance perspective
as much as from a contingency planning
perspective," was the most significant
issue of 1999 for James J. Jacobs, risk
manager for Arlington County, Va.

Mr. Jacobs said the preparations re-
quired so much effort that other duties,
such as insurance renewals, were accom-

plished practically on "autopilot. We
figured our focus should be on the con-
tingency planning."

"The big story of the year has to be

Y2K," agreed Lou Drapeau, manager of
risk management at ThyssenKrupp S.A.
Inc. in Troy, Mich. "It's certainly had an
impact on the things I'm doing," he
added, referring to compliance prepara-
tions for his organization's systems.

"It will be interesting to see who's
right" with regard to predictions of the
date change's impact on computer sys-
tems, Mr. Drapeau said. "I think there
will be some minor glitches," but noth-
ing like the major problems predicted by
some doomsayers, he said.

Walter Pizzano, risk manager-Fidelity
Insurance and risk management at FMR
Corp. in Boston, said that, although Y2K
was "a huge story for the general public,
within corporations, it's proving to be
nothing more than a manageable project
that had to get done, a lot like imple-
menting a tremendous (management in-
formation systems) project."

While Y2K was a big issue for many
risk managers, others felt the demise of
the Quality Insurance Congress was the
bigger story.

"From my perspective, the most signif-
icant issue is the demise of the QIC,"

said Mark A. DeLillo, vp of risk manage-
ment at Celotex Corp. in Tampa, Fla. "It
tells a very sad tale. . .that an organiza-
tion created t6 enhance and improve
quality received less-than-adequate sup-
port to remain alive."

The QIC's board voted to dissolve the
organization in the fall, after the QIC

See Risks on net page
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TOP EMPLOYEE BENEFITS STORIES

1. Tough patient protection legislation debated in Congress
2. Health care plan cost increases accelerate

3. Furor erupts ove, cash balance pension plan conversions

4. United Healthcare drops prior app,oval of physicians

5. Funding benefits through captives grows more popula,
6. States take lead on mental health ca,e benefits parity

7. IRS issues new COBRA regulations

8. Doctors plan labor union, seek bargaining rights

9. Clinton administration p,oposes new Medicare drug plan

10. IBM adopts new approach to ,etiree health care cover

Benefit managers cringe
as drug costs fuel hikes

in health care costs
By MICHAEL PRINCE

and AMANDA MILLIGAN

T he increase in health care costs,particularly the sharp rise in
prescription drug costs, along
with patients rights bills pend-
ing in Congress, are benefit
managers choices for top events

of the year.
Rising health care costs received a lot

of attention this year, said Kathy Egger-
ing, director of employee services for
Clark Refining & Marketing in St. Louis.
Several factors, including health care
network mergers and direct marketing
of brand name prescription drugs to
consumers, helped drive up health care
costs, she said.

In fact, several benefit managers cited
the dramatic rise in prescription drug
costs as a prime factor behind the in-
crease in health care costs.

Pharmacy costs rose between 15%-
30% in 1999 for Minneapolis-based
Dayton-Hudson Corp., said Director of
Benefits Caroline Carlin, which she at-

tributes largely to direct-to-consumer
advertising.

For example, ads for the drug Claritin
encourage patients to ask their doctors
for prescriptions for the popular allergy
medication drug, she noted.

"To the doctor, the patient is the cus-
tomer," she said, so the doctor will "give
the customer what the customer wants,"

PAGE 14 B/'s PEOPLE OF THE CENTURY

PAGE 24 TIMELINE OF 1999 RISK MANAGEMENT EVENTS
PAGE 32 TIMELINE OF 1999 EMPLOYEE BENEFIT EVENTS

as long as it's safe and effective, even
though it may be far more costly than a
similar medication.

Ms. Carlin estimates that between one-

quarter and one-third of overall health
care cost increases stem from the rise in

drug costs.
In addition, she noted that premiums

for health maintenance organizations in-
creased because in previous years many
HMOs suffered losses and now they need
to raise rates to rebuild reserves.

New advancements in technology also
are a factor in rising medical costs, Ms.
Eggering said.

"If plans are forced to cover more high
cost things, our quality of life will im-
prove, the diseases we can prevent or al-
leviate will increase, (and) our costs will
increase, too," she said.

To combat the rise in drug costs, New
York-based Amerada Hess put in place a
three-tiered drug plan, said Elaine Mor-
row, director of corporate benefits. The
first tier is for generic drugs and em-
ployees pay a $10 co-payment. The mid-
dle tier is for drugs on a formulary and
employees pdy a $20 co-payment per
prescription and the top tier is for non-
formulary drugs with employees paying
a $30 co-payment.

She said that pharmaceutical manu-
facturers have become so aggressive in
marketing their drugs that some have
even called her to push their products.

While the three-tiered plan may stabi-
See Benefits on page 6
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Risks
.However, RIMS w11 continue to Despi:e continued industry consoh- coming year said Mr Ewing of GES, despite the

make quahty a driving force in 20CO dation, most rlsk managers predict "What really concerns me gcing fact that "many corporations have al-
and beyond," he said that tne soft pricing environment wlll forward are OSHA's ergonomle regu- ready established ergonomics pro-

Continued,fromprevwwpage Consolidation of the insurance m- contar.ue in thenewyear lations and what will develop from grams Instead of becoming a partner,
failed to generate strong support from dustry, also a top story for risk man- Mr. DeL111O, for example, said his that," said Mr DeLillo "There'. no OSHA is becoming a pohceman"
its members The dissolution ended agers in 1999, wil likely contlnue to talks wi:h insurers thathave complet- question that we w111 have somerules Recognizing the widespread impact
the sometimes-controversial history make headhnes in 2000, preciets ed rens-rrance renewals revealed that implemented, there's ust the questior the new regulations MIl have, the
of the organization, which was creat- Lance Davis, riSK manager for Xerox there were no pnce hikes that would of how broad they w111 be" Risk & Insurance Management Soci-
ed to improve insurance Industry Corp m Stamforc, Conn be Fassed along to pohcyholders Until OSHA issues ergonomics ety Inc is considenng pubhshing a
quality through greater cooperation The fact tha: ACE Ltd is commg "Tt ere's still an excess of capacity standards, there's no way for compa- positaon paper and may even Join with
among risk managers, Insurers, bro- ashore through "their strategic acqui- in the market, and reinsurance is still nies to completely prepare for the inl- other employer coalltions, such as the
kers and other Insurance service sition of CIGNA's property and casu- plentfful," said FMR's Mr Pizzano pact cf those regulations, he said. National Assn of Manufacturets, said
providers In particular, insurers alty business could potentially make A faw risk managers, though, said .That concerns me " Mr Ewing, who chairs RIMS' exter-
balked at workmg together on quahty them very sigmficant long-term play- they saw some indications of a turn Mr Jacobs said he sees the OSHA nal affairs team

issues for fear of glvlng up propnetary ers m the property/casualty market," "It's starting to look like there will regulation as "potentially the moss FlVIR's Mr Pizzano said, "I try not
information he said be some firming," said Mr Drapeau sigmhrant issuewe face" m thecom- to be too pessimistic about it, but m

"The fact that the industry refuses "I was impressed by it They w111 be "I heard a horror story the other day ing year He said he worries that general, new OSHA standards have
to recognize that they have to improve formidable competition for some of abou' property Insurance mereases," OSHA's ergonomic oversight wlll had a senous impact on organizations
quallty is kind of sad," Mr DeLillo the other large property/casualty in- and workers compensation coverage "seek -0 regulate where my pnorties m the first years after being released "
said surers," Mr Davis said costs appear to be levellng or rising shoulc be on my loss control efforts, The potential impact that financial

The QIC's demise is a "sad situa- Golng forward, "we'11 continie to some he said which could be contrary to my own services deregulation will have on the
tion," agreed Lance Ewong, director of see consolidatiin (like the ACE/ The i elease of a new ergonomics internal trending" practice of Insk management also is a
msurance and loss prevention at GES CIGNA acquisition) in the insurance standard by OSHA wlll likely be abig "OSHA is trying tc dnve this down signihcant concernfornsk managers
Exposition Services m Las Vegas Industry " he said iSSLe fer many rlsk managers in the the throats of corporate America, ' "I'm wondenng where that w111 go,"

said Mr Jacobs of Arhngton County,
referring to how rlsk management
wlll be handled as barriers between

financial services companies come
down

While deregulation continues, new
methods of enterpnse rlsk manage-
ment are expected to take hold as

HAT WE DO companies begin to view all their
rlsks-financial, operational and tra-
ditionally insured hazards-as man-
ageable in a single portfoho New

ONLY SEEMS LIKE MAGIC. methods of funding involving capital
markets are becoming increasingly
common

"There's been so much press about
enterprise risk management, but it is
almost as if that piece of legislation

Lo some. it seems almost mystical shpped by without anyone tying the
two together," Mr Jacobs remarked

the way St Paul Re goes about IL u, With "the financial services indus-

try getting into the risk managementfinding solutions to even the most
4 business with securitization or hohs-

Ir

challenging reinsurance problems tic-type risk management practices"
I the nsk manager's Job "is evolving

l into some larger CFO/treasury-type
The formula fo, our particular funchon," said FMR's Mr Pizzano

t, To survive thls transition, "nsk
brand of "magic" is actually quite

managers must be fluent and talented
simple Using teams of underwriters in skills beyond the procurement of

.

insurance," he said
and actuaries, we look at every Furthermore, "the globallzation of

the economy means you have to con-
situation from a variety of angles - sider nsks sigmficantly outside of

your home temtory and normal oper-simultaneously evaluating business Br ational risks," he said, pointing to for-
needs, assessing risk and reward eign currency risk and Interest rate

fluctuations as examples of "new" ex-
scenarios, and identifying posures of which tisk managers must

be aware
reinsurance solutions

Mr Pizzano also predicted that rtsk
managers wlll become more involved

A combination of experience.
1 m thelr organizations' employee

7 l

health risk financmg, because "risk
imagination, insight and world-class managers have the knowledge and

25 9 skills"

resources, backed by our $5 bIlion "The demonstrated expertise rlsk
managers have m constructing effec-surplus, enables St Paul Re to «3
tive property/casualty insul ance pro-

make the ideal reinsurance grams w111 drive CFOs to get more in-
volved in negotiating and managing

solution matenalize health care nsk," he said

GES Exposition's Mr Ewing pomt

That may seem a little out of the ed out that nsk managers also will
need to keep abreast of changes in

ordinary to some people But to us, state regulations that redefine the risk
L manager's role

it's all in a day's work - 954. For example, in some states, "a per-
son with five years' experience in any

f # facet of the insurance mdustry who
To find out more about what

holds a professional designation can
11,

St Paul Re can do for vou, be a rlsk manager," he said Having a
rlsk manager exempts organizations

visit us on the internet at from rate and form filing require-
ments m most states, he explained

www. stpaulre.com Other states, such as Pennsylvania,

r
require insurers to give 5% premium

 _ , 24  discounts to commercial pohcyhold-
..

Z,S ers with nsk and safety managers, he
Mplained

5=.- 8 > 33.> "I beheve there's room at the table
& 38/--f. -4 .. sS --u- . 1 .

.-7 for everybody, but a company with
500 employees that has been buying

/*-; 3 2
#-: -*. fp *- 0. * insurance from a brother-m4aw

StPhul Re ---. should not be able to get discounts on
its premiums simply by naming that
brother-m-law the company's nsk
manager," Mr Ewing said
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Benefits
Continued from page 3
lize a company's swelling drug Costs,
it is not always a popular move, as
Clark found out.

In January of 1999, at the same
time Clark moved some of its employ-
ees to managed care plans, -.he com-
pany also adopted an open formulary
and a three-tiered copayment struc-
ture for prescription drugs.

"Of all the changes for 1999, the
three-tiered copayment received the
most criticism and comment," said

Ms. Eggering, noting that every time
employees have prescriptions filled,
they are reminded of the policy
change, making it an extremely emo-
tional issue. She said the company
"knew it would be the sore thumb' of

the plan.

Other employers used :lifferent

U

Z

D

e

methods.

After examining prescription drug
costs and retiree medical costs over

th€ past year and observing the de-
creased effectiveness of managed care
in holding down costs, spice manc-
facturer McCormick & Co. Inc,. based
in Loveton, Md., has decided to focus
on promoting employee wellness.

Although some companies push
wellness programs, Barbara Zavod-
ny McConnick's benefit manager,
said this is not the norm at mcst em-

plc·yers. And as managed care orgam-
zations fight to remain profitable and
avoid bad publicity, wellness has
gone by the wayside.

'Some managed care organizations
are not spending the time (on) Erever.-
tion and wellness that was so impor-
tant to us ir- the beginning," she said

But Ms. Zavodny is convinced that
the repercussions from neglected
wellness programs will be felt later at

many corporations. "Many of our em-
ployees today will be our retirees of
tomorrow," she said.

McCormick, which has a medical
director and four nurses on staff, has

held programs on smoking cessation,
grieving, weight management and
various medical screenings, Ms. Za-
vodny said. Baby wellness is also cov-
ered under the company's health
plan.

Another big issue in 1999 cited by
benefit managers was the patients
rights legislation pending in
Congress.

Legislation that would expose em-
ployers to damages under state law
for coverage decisions-a key provi-
sion in the House-passed patient
rights bill-worries benefit managers.

"It's not based on health policy, but
politics, and that's always a concern,"
said Sne Nelson, co-leader of total

compensation and benefits for Texas

.

We know the U7*70/Yarlce
of FOLLOW-THROUGH.

That's why at Union Bank of California, we provide you with a dedicated Relationship
Manager: someone who no-. only understands your accouning and reporting needs,
but actually knows how to make your job a little easier. Because we understand the
value of your time, our services are designed to make your portfolio administration and
reporting as simple as possible. At Union Bank of California, we provide a complete
range of banking and custody services for insurance companies to support your unique
needs. You can count on us to follow through every step of the way.

j

Instruments Inc. in Dallas.

"It will be costly, bureaucratic and
time-intensive. It really may impact
the effectiveness of managing the
health plan for employees," Ms. Nel-
son said.

Ms. Carlin said that if patient rights
legislation becomes law, it will dtive
up the costs of health care even more,
forcing some employers to drop cov-
erage.

"The issue is complex, and the issue
is so emotional it's very hard for legis-
lators to bring facts to the debate,"
she said.

The patients rights debate in
Congress will have long-lasting im-
pact, said Richard Quinn, director-
performance and rewards for Public
Service Enterprise Group in Newark,
N.J.

"It drew some battle lines," he said.
Also, he said, the potential that the

legislation would create liability for

Dominick Alfano
Vice Predi3ent

SectiritieJ Service.,

Divi.#ion

(415) 291-7687

(800) 255-0654

UNION

BANK OF

CALIFORNIA

It's

different

here.

health plans that make coverage and
treatment decisions led HMO United-
Healthcare to leave those decisions to

the physicians.

The public push for patients rights
laws "has put pressure on managed
care companies to back away from
their principles," Mr. Quinn said.

In the future, he expects some form
of patient protection law to emerge.
"Something will happen definitely
next year," he said.

Charlene Edwards, vp-employee
benefits for Lend Lease Real Estate

Investments Inc. in Atlanta, said she

expects more health plans next year
will follow UnitedHealthcare and

eliminate most prior-approval review
of physician treatment decisions.

"It makes employees very happy,
and if United can manage the costs, it
gives them an advantage," she said, so
that its competitors will have to fol-
low them.

Ms. Morrow also said that she ex-

pects more health plans to emulate
UnitedHealtheare.

"It will be interesting to see how
many companies will follow them,"
she said.

Many benefit managers cited the
controversy over cash balance pen-
sion plans as a majorissue.

The negative publicity of the plans
was misplaced as cash balance plans
"area much better deal on average"
for today's work force, said Dayton
Hudson's Ms. Carlin.

Congress will "overreact" to the
problem, added Mr. Quinn, if it pass-
es some of the Current bills.

"Whateveritiswillbemore restric-

tive and limiting than what currently
exists," he said.

Ms. Morrow said the controversy
over cash balance plans was so big
that "we felt it was our responsibility
to explain the issue," to the compa-
ny's senior management and board of
directors, even though Amerada Hess
has no plans to convert its current
pension plans to cash balance plans.

She said that the bills in Congress
addressing cash balance plans are too
radical, and she is working with trade
groups to provide more accurate in-
formation to federal legislators on the
issue. She said a concern is that

Congress will pass legislation impos-
ing so many restrictions on pension
plans that companies might terminate
them.

Consolidation also registered as an
issue with benefit managers. Health
plan consolidation could be a good
thing, said Ms. Zavodny, whose corn-
pany uses Aetna U.S. Healthcare as
one of its major providers.

"You would hope the strength of
the merger would make a better com-
pany," she said, noting the streamlin-
ing of administration and improved
networks. "That's what I look for-
ward to."

Looking to the future, Mr. Quinn
said a possible new issue will be an
increase in retirees lacking health
care coverage as more and more em-
ployers eliminate retiree health plans.

As a result, he said, older workers
may be forced to delay retirement to
keep their company-provided health
benefits until they are eligible for
Medicare.

Ms. Carlin predicts that the issue of
health care quality will emerge as a
big topic next year. She said that
many industries have implemented
procedures for improving quality and
lowering the rate of errors, and the
medical profession needs to do the
same.

In particular, she cited a recent an-
nouncement by President Clinton
that the federall government will
move to reduce the number of errors

committed by medical providers that
are under federal control.

"There will be lots of discus-

sion, lots of initiatives," and
hopefully some action will take
place, she said. Ell
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Happy
Holidays
from Bi

/iff

I'm hoping for a white Christmas,
my snowblower is ready to go.

A blanket of white would cover the gray
and make for a more festive day.

I'm hoping for a calm New Year
with Y2K glitches far and few.

May the planes stay up, the power grid flow
and business continue to grow.

E.2:-5.j,.I

ri

-

1

I'm hoping for a bank teller
who will know how to open accounts

and won't try to sell insurance or stocks
or plague me with 'adviser' talks.

I'm hoping for intelligence,
for Medicare's unfocused and broke.

Reform's used as election-year bunting
while Congress shuffles the funding.

I'm hoping for some sane health care. I'm hoping for a white Christmas,
Savings and profits are fine and, yet, with temperatures plunging to zero.

must Congress mandate by the written word Since, while those at home will shiver and swear,
for a patient's rights to be heard? I'll be sunning in warm tropic air!

I'm hoping for a good snowfall,
all of the sleds are primed for the slopes.

The boots are now laced and lined up at the door,
a shoe mat is gracing our floor.

Happy Holidays
and a wonderful New Year!

1
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U Every year, 3.5 million people are

injured at work. That's where my job

starts, making all the calls I can to get

patients into the most appropriate

doctors, or just helping them find

alternate jobs they can perform while

in recovery. I worked in a hospital for

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

the help of another person. That's why

I'11 be there, on the other end of the

phone, coordinating care, so these people

can get their lives back on track. //

1
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069§®mao[1@[I & MED@69 Report claims os early as possible;

after two weeks, incidents can become upto 27% more expensive. Also,

track reporting practices to identify areas in need of improvement.
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1. Auto and Homeowner's Insurance underwritten by Metropolitan Fropert) and Casualty Insurance Co. and Affiliates Warwick, Rt. In Texas, homeowner's insurance is provided by Metropolitan Lloyds Insurance Company
of Texas. 2. Hyatt Legal Plans, Inc., Cleveland, OH. Subject to aopoval in some states. In certain states provided through asuraice coverage underwritten by Metropolitan Property and Casualty Insurance Co, and Affiliates,
Warwick, RI. 3. Available through Metropolitan Life Insurance Com Eany group annuity contracts. 4. Mu'Jal funds are offered by Metlife Securities. ]nc., NY, NY. ©1999 Metropolitan Life Insurance Co., NY, NY. PEANUTS
©United Feature Syndicate, Inc. E99086GCK(exp0801)MLIC-LD
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MetLife's award-winning Life Advice® series-
a unique online resource about specific life events
-helps your employees deal more effectively
with life's surprises, improve their quality of life,
and enhance their financial picture.

As the leader in Group Life Insurance in-force
(offering Term Life, AD&D, VAD&D, Group Universal
Life and Group Variable Universal Life), we're
dedicated to helping you help your employees
navigate life's opportunities.

Call your MetLife representative or broker
for details.

MetLifd Group Life
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YEAR IN REVIEW

Assault on Y2K bug takes many forms
isk manageK insurance in
dustiy executives and law-
makers around the globe
attacked the millennium

bug threat in 1999 with a
multi-repellent effort that

consisted of computer compliance ef-
forts, litigation, insurance and legisla-
tion.

Many large corporations individu-
ally have poured hundreds of millions
of dollars into efforts to ensure that

their computer systems do not inter-
pret the year represented by "00" in
two-digit date fields as 1900 instead
of 2000.

Worldwide, organizations will
spend up to $600 billion on Y2K re-
mediation efforts, according to an es-
timate by The Gartner Group, a

Stamford, Conn.-based consulting
company that specializes in Y2K is-
sues.

YEAR IN REVIEW

RISK MANAGEMENT
But this summer, several large com-

panies made it clear that they do not
want to shoulder their costs alone.

GTE Corp., Xerox Corp. and Unisys
Corp. filed claims against their prop-
erty insurers under the sue-and-labor
clauses of their policies. The plaintiffs

argue that the clause obliges a policy-
holder to prevent potentiallosses and
compels its insurer to cover any costs
incurred in doing so. GTE alone seeks
$400 million in coverage for its Y2K
remediation efforts.

Insurers responded that the sue-
and-labor clause does not cover Y2K

remediation costs, because the clause
applies only to imminent losses that
policyholders have not expected for
years.

With almost no time left to remedi-

ate Y2K problems, policyholders, in-
surers and the rest of the world wait

to see how badly the millennium bug
will infest our lives. Predictions varied

widely throughout the year.
In September, both the chairman

and vice chairman of the Senate Spe-

cial Committee on the Year 2000

Technology Problem stated that U.S.
businesses are in farbetter shape than
anyone a year ago imagined they
would be at this time.

In June, an American International
Group Inc. survey of 2,000 major
clients concluded that the millennium

bug would not cause major disrup-
tions.Around the world, business and ITIVIVIM
government reports maintained that
private industry and public-sector ' 1
computer systems in Australia, Cana-
da and the United Kingdom largely
were Y2K ready. 1)

In addition, a successful effort in
August by the European Space Agen- ---.1
cy to reset the clock of the Global Po-
sitioning System, a network of navi-

. A

1

OUR APPROACH TO NEW BUSINESS

IS CHANGING THE FACE OF OUR WHOLESALE BROKERS.

At Admiral, we're seeing quite a big reaction to our way of dc ing business, and
the excitement is spreading.

When you combine the skills of our veteran underwriters with the knowledge
and insight provided by the best wholesalers in the business, you get an AA
unbeatable combination.

Together, we push our creativity to the limit to get the deal done.

Our new spirit within will give you every reason to smile.
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W.R. Berkley Corporation THE NEW SPIRIT WITHIN.

1955 Caldwell Road RO Box 5795, Cherry Hill, NJ 08034-3920 • (856) 499-9900 • Fax (856) 499-8611 · www.admiralins.com

gational satellites, gave European or-
ganizations confidence that they are
prepared to handle Year 2000-related
trouble.

But various reports, including the
Senate Special Committee's, warned
that significant Y2K computer prob-
lems were likely for some major U.S.
trade partners around the world. A
science officer for the Central Intelli-

gence Agency told the committee in
October that "Russia, Ukraine, China
and Indonesia are among the coun-
tries most likely to experience signifi-
cant Y2K-related failures."

Experts in August warned that mil-
lennium bug problems will plague
many small and midsize companies in
Latin America, which has raised con-
cerns for larger companies in the area.

That state of unreadiness poses
business interruption risks even for
Y2K-ready businesses if some aspect
of their operations depend on unpre-
pared companies.

Even in the United States, only
48% of major companies and govern-
ment agencies expect that all of their
critical systems will be Y2K-compli-
ant by Jan. 1, reported a study by Ru-
bin Systems Inc. of Pound Ridge, N,Y.
The study, sponsored by Cap Gemini
America of New York, was released in
August.

The millennium bug easily could
become the single greatest loss ever
for the insurance industry, according
to a controversial projection that Mil-
liman & Robertson Inc. released in

June. U.S. insurers face $15 billion to
$35 billion in liabilities from Year
2000 exposures, Milliman estimated.

The estimate is based on the as-

sumption that insurers will not have
to cover their policyholders' Y2K
readiness preparation costs but that
property, errors and omissions liabili-
ty and directors and officers liability
policies likely will have to respond to
Y2K-related claims.

President Clinton, though, in July
signed a law that will limit YZK bug-
related liabilities. Among other
things, the law gives defendants a
chance to fix defects in plaintiffs'
computer systems. If defendants do
not respond, plaintiffs then can pro-
ceed with litigation.

But the law creates hurdles for

plaintiffs that seek punitive damages
from private industry and exempts
public entities from such damages.

In addition, defendants largely
would not be subject to joint-and-sev-
eral liability for compensatory dam-
ages.

Efforts by states this spring to limit
Y2K liability ranged from broad to
narrow protections. In some states,
even modest reform measures failed.

Despite those protections, "the po-
tential exists for certain countries to

utilize their laws to unfairly recoup
the costs of Y2K remediation by hold-
ing U.S. firms liable for Y2K-related
disruptions," the Senate Special Com-
rnittee reported in September.

-BY Dave Lendcus
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Buying spree sets up ACE, XL showdown were lust glimpses of things to
er)me

In Januair 1999 ACE announced

115 intention to pul chase CIGNA foi

A
flor devouring manv of Re Corp and ECS Inc ofiei ed largely complgmentary cov- lion $345 billion, which in Ono stroke
theii compotitois in Both insui er 4 thon becanio adver- 01 age to commei cial policpholdeis Aftei the diuification, ill the would convotthe compan 1 i om a
Beimuda ovei the past Salles in d takrover battle 101 Capl- for excess liability and directois mid-19906 the two companies set mainly Brimuda-based spocialiht
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islands two in,>ulance gi- The move on- YEAR IN REVIEW ity i isks Both ly successful property cata,·,ti ophe morcial pl c)1eity/ca',ually in,,uter
ant ACE Ltd and XL shcne bw ACE and companies built i emsiziels that were e,stabli,>hed in The pulchase was not without

Capital Ltd, turned theii attention XL 1% the culmi-
to the formidable task of directly nation of yeais of base, launched and XL also became sitinificant 17- trized its long-tail liabilities and
taking on the U S maiket expansion b'> the successful public Lestol + in Llord s of London shifted them to Biand¥wine Hold-

Both insuirls had preplously set infuleh and -
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up large capital Bermuda in 1992 and 199,1 ACE 11%ks In 1993, CIGNA had lestiuc-

oflmings and, Still awah in capital and facing
--iii) beachhead•, in the United States, stands in shaip with the exce])- dim giowth pi opect in the sc it

but this veai thev pushed on into conliast to then RISK MANAGEMENT tion ot bieast im- maiket, both conipanie announcrd
the heai t of the domestic insili ance oi igins dmmg the plant lilig: tion inodest p_ans to move onshoie in
and ieinfulance mai ket liability ciifis of the mid--19805, settlements, made s_gnificant un- 1997 ACE bought Westchestel Spe-

ACE led the way with its pui- when they became an offshore derwriting iroills cialti Grr,up Inc 101 $338 niillion,
chase ok the domeftic propoity/ reluce foi polickholders who couldb BuL with the reemeigence off renaming it ACE USA XLbought d
casualty units and the inteinational not find covei age in the United conifetitive domeftic U S erce:h li- •,hell company Folkfament,1 Gon-
bugnes of CIGNA Coip XL 101- States abilitvmdixets inthelate 198(h and cial Infurance Co
lowed with the moie rn()dest, but Estailished with the capital fioni early 19906, the Bermuda giants For both insui ers, however, i le
still signiticant, purchases of NAC their polievholdels the twoinsulers sought to g.ow throu-fh diveisihca- minoi Lentures into the U S maiket
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ings, a hepal alely capitalized com-
h 4.
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In an attempt to cap it,% 0\posuir
to the liabilities, ACE es,tablished a
51.23 billion leinsuianie contiact

with National Indemnitv Co, d unit

* I J . 5- 4
01 Boik,hire Hathdwab Inc

In Februaiy, XL followed ACE's
', „ f.', move into thr United Stdtos with its4

Pk $1 2 billion puichase of NAC Re
4 -dr--Ir The puichase Rave XL a 5011(1

book of US ieinsurance bugness
/ and a platfoi m hom which to ex-

54'
„4

i pinsurance business Previously,

pand into the United States The
,4

move also helped XL difeisify its

XL had wlitten mainlv pioperly
4

1
. Latastrophe i einsul ance but with

NAC Re it picked up a significant
amount of casualty buslnehs

1, The deal also enhanced XL'%
n 'i

Llovd f opeiations, as NAC Re
-*rmam, r)wned Denham Syndicate Mdnage-

ment Ltd

rr 6 XL luithei expanded its US op-9 I
74 'A,B 1,1, t

. et ations in June, when it announced
the ac quisition ol environmental
pi opelly/cafualty undelu liting
managet ECSta A =

<
1, The teims weie not diclosed, but

the pui chase added moie than %200
million in annual gl ofs premiums to
XI_,

During the second half ot 1999,
ACE and XL became involved in a

bidding wai for Capital Re Corp, a
New Ymk-b.ihed financial guaran-
ter i elnfulel

In May ACE originally an-
nounced its intention to pUIchase
Capital Re for $605 9 million in an
all-stock deal

But ACE', stock price slumped
over the summel as stock market

Inve5tol  appeared to take await-
and-ser dttitude toward the CIGNA

dedl Bv the time the Capital Re
deal was due to close in Octobei,
ACE's offei was woith $375 3 mil-
11()n

One day before the deal wah due
to close, XI. Jumped in with d
$456 3 million cash offei

Opet the noft sevcial weeks, both

im,ureis incieased then bids, and
ACE went to couil in an attempt to
block the XL offei

.

Finally at the end of Oct(,bei
.-0- . : ACE and Capital Re agreed to neu

a
.. I .. terms, with ACE pdving $511,3 mil-

lion in ( ash and g.ock Capital Re
. D »D . .. shaIeholdeis dre het to vote on the

mattel Dec 30

-131»j G(tum Soute)



Financial servi ces integration gets green light 0 '.0
0

ith President

WClinton's sign-
ing of landmark
financial ser-

vices modern-

ization legisla-
tion in November, Washington gave
formal approval to a process of fi-
nancial industries integration al-
ready well under way.

The Gramm-Leach-Bliley Finan-
cial Services Modernization Act re-

pealed the Depression-era Glass-
Steagall Act, removing many of the
barriers the 1933 act had erected to

block insurance companies, banks
and securities dealers from affiliating
with one another and engaging in
each other's business.

Financial services integration,
however, has been accepted as a fact
of life among U.S. companies in those
industries for the past several years.
The 1998 $70 billion megamerger of
Citicorp and Travelers Group into
Citigroup might have been the most
dramatic manifestation of the trend
to date.

Across the country in 1999, that
trend was being played out with in-
creasing frequency in other ways as
well, whether in the form of banks

acquiring insurance agencies, insur-
ance companies forming banks, or
Insurance buyers looking at financial
alternatives to transferring risks.

Although the move toward finan-
cial services integration was well un-
der way before the passage of S. 900,
the law's enactment was efpected to
speed the pace of such activity.

Industry observers anticipate that
S. 900 will prompt new merger and
acquisition and alliance activity
among banks and insurers, as those
companies seek competitive advan-
tages in the marketplace of the next
century.

Many industry observers also see
insurance buyers as the beneficiaries
of that activity, with the elimination
of barriers to bank/insurer affiliation

providing increased insurance capac-
ity, a more-efficient marketplace and
greater buyer choice.

The new law also should promote
increased development of financial
risk transfer products. And the link-
ing of banking and insurance activi-
ties also could make enterprise risk
management more commonplace,
some have suggested. They contend
that a unified marketplace for finan-
cial and risk transfer products could
bring the financial and property/ca-
sualty risk management sides of
companies' houses closer together.

From an insurance industry per-
spective, one key benefit of the new
law is that it keeps functional regula-
tion of insurance at the state level.

In cases of conflicts between state

insurance regulators and federal reg-
ulators, the state or federal regulator
can seek expedited review by the
US. Court of Appeals.

The new law also stipulates that
any bank engaging in insurance un-
derwriting can do so only through a
holding company, rather than within
the bank itself.

And the law includes a provision,
sought by mutualinsurance compa-
nies, that permits mutuals to redo-
mesticate from states that don't al-

low the formation of mutual holding
companies to those states that do, in

order to take advantage of the new

The financial modernization law

also promotes uniformity in insur-
ance agent and broker state licens-
ing. If a majority of states fail to
achieve such uniformity on their own
within three years, the law calls for
the creation of the National Assn. of

Registered Agents and Brokers.
NARAB's seven board members

would be state insurance regulators
chosen by the National Assn. of In-
surance Commissioners.

Proponents of
financial modern- r "
ization have been *, f ' · "

iying in vain to -
repeal Glass-Stea- ' . . ·-
gall's restrictions
for the past 25
years. For a time
during the 105th
Congress, it looked
as though they might finally be sue-
cessful, though their hopes were
again dashed when that Congress
closed its regular session late in 1998
without the passage of such a bill.

But financial modernization made

rapid progress in this year's 106th

Congress. The Senate passed a ver-
sion of the law in May and the House
passed its own version in July, mark-

ing the first time

1 YEAR IN REVIEVI both chambers ofa Congress had

cial services re-

form.

In October, a
| House-Senate

RISK-MANAGEMENT conference conn-

mittee succeeded

in crafting a compromise version of
the legislation, S. 900, that won ap-
proval from both the Senate-by a
90-8 vote-and the House-by a 362-
57 vote--on Nov. 4.

Finally, President Clinton signed
the measure into law Nov. 12, calling

the legislation "truly historic."
During the negotiations over the

compromise bill, the privacy of con-
sumers ' financial information

emerged as a hot topic.
Although S. 900 contains privacy

requirements for all financial ser-
vices entities, the president indicated
that his administration would for-

ward a legislative proposal to
Congress in 2000 intended to expand
on those provisions.

The law also allows individual

states to enact more-restrictive pri-
vacy laws, and consumer groups in
some states are expected to seek such
measures in 2000. Meanwhile, the

NAIC has established a working
group to study privacy concerns.

-B Rodd Zot/cos

The world leader in fine art insurance.

A global financial powerhouse.

Bo

As the leading authority in the protection, preservation and insurance of

fine art and collectibles, AXA Nordstern Art Insurance Corporation insures the world's

finest collections. And as a member of the global AXA Group, with $650 billion* in

assets under management, we offer the clout of one of the world's largest financial services

companies. The AXA Group includes AXA Financial and it's companies: AXA Advisors,
Equitable Life, Alliance Capital and DLJ. Please call 1-877-AXA-4-ART.

NEW YORK CHICAGO

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

Nordstern
ART

DALLAS BEVERLY HILLS

*As of 12/31/93
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UPS facing tax troubles over captive larges: initial oublic offering ever
rnade

Soon afterwards, though, more le-
gal troubles apoeayed Lawyers for

M
ost companies can't and penalnes for negllgence or.n- appeal, UPS tonkits charge against tive arrangements, where a main UPS cistomersin four states filed a
afford to take a $1 44 tentional disregard of tax rules, earnings and placed $1 34 billion in concern of captive owners is proposed class action complaint in a
billion charge against along with underpayments stem- escrow to cover taxes for the 15 whether captive premiums are de- Dayton, Ohio, state court, charging
earnings and still com- ming from tax- vears since OPL's ductible that the company defrauded ship-
plete a successful motivated trans- YEAR IREVIfiu icrmator The case offers lessons for captive pers by selltng insurance illegally.
multibilhon dollar lin- actions The shipping gi- o aners, though, the most important The suit alleges that UPS acted 11-

tial public offenng But most com- UPS hotl> dis-

4
ant also dropped being that a captive owner needs to legally as an insirer without holdng

panles aren't Unlted Parcel Service putes most of the , the National dicument its business reasons for a state insurer or agent license anc
of Amenca Inc ludge's conclu- Union/OPL pro- forming a captive m case it must lat- that it falsely deseribed Nationa_

UPS took the charge to cover 15 sions, but has not 1512- c.,4, *,., gram and is now er defend those decisions Union as the insurer when, in fact
years of back taxes followmg one of yet cecided IP providing shippers "Most of CUPS') arguments center the AIG umt was only a conduit for
the most punishing captive insur- whether f o ap- ' RISK MANAGEMENT risk ecverage on trying to Justify, long after the funds to OPL Tne complaint de-
ance company tax judgments on peal
record

through an At- fac:, plausible business reasons for mands $14 billion 17 compensator
And. while the tax ruling covers lanta-oased subsidiary forming OPL," wrote Tom Jones, a damages, which it seeks to treble ul-

A U S Tax Court iudge ruled m only the 1984 tax year, the Internal Even if upheld on a possible ap- partner with McDermott, Will & der an Ohio coralpt activity statule
August that UPS owed taxes for Revenue Service had alleged similar peal, the UPS rul-ng wlll not have Enery in Chicago, m a memo about Responding to the suit, a UPS
1984 for faillng to report as Income underpayments for":he 1985 through much mpac: on captve owners gen- theruling spokesman said "we beheve it is -0-
millions of dollars of fees it collected 1990 tax years erally, tax experts saw Despite its potentially massive tax tally without ment, and we Intend to
for package insurance placed with a To stop interest and penalties Tne pecuhar structure of the UPS liability, UPS had no trouble last fight it wlth everythrng we have"
fronting insurer and remsured by from accumulating while it mulls an program is unlike that of most cap- month raising $55 billion m the -By Douglas McLeodBermuda-based Overseas Partners

Ltd UPS formed Overseas Partners

in 1983 and later spun the remsurer
off to UPS employee shareholders

While UPS argued that it was
merely forwarding premium to an b dkAB milaR#Rf mb BREL.*imin& 4

.
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American International Group Inc .

umt for shippers risk insurance on 4

4

packages valued at more than $100,
Judge Robert P Ruwe labeled the t:

transactions a "sham" with "no eco- . 4,7

nomic substance or business pur-
pose" other than tax avoidance

Among other things, the Judge
found that

• Before ltS formation of OPL,
UPS collected the same fees, which r

1

it reported as income, and bore the 1

nsk of damage to customer packages
itself

• UPS officials frequently dis- i ,/1:
cussed the tax benefits of forming

t
-22

I.

OPL with adviser Frank B Hall &

Co Inc but during tnal could pro- famp
"

Y, 5 E
.duce no other credible business rea- it

.

.t
./ 9 -

sons for forming the captive ·A
t.

• After setting up OPL and its
4 - 1 "1 le P r .

fronting arrangement with AIG's
.,National Union Fire Insurance Co

'

of Pittsburgh, Pa, UPS continued to
Icollect shipper's risk fees and earned 'r <w

on several functions of an insurer,
including adjusting and paying

4 4. P. Z

claims After deducting claims pay-
ments, UPS sent the net proceeds
each month to National Union,
which deducted ltS own fees and

taxes and forwarded the money to
OPL

UPS did not report the money as
Income

• The shippers risk fees that UPS
7,charged were "far in excess" of what ..el

it could have negotiated m an arm's- f

length deal with a commercial insur-
1 ».%
/. le

er Between 1984 and 1989, the bum-
i f *4

ness produced a 33% loss ratio 'di aar 415,
"This is another indication to us f. t. slualk/0 i't 4

that (UPS') arrangement with (Na-
.

. Y.

tional Union) and OPL was a sham," .3 'te *mi* (•Ki.* f..
Judge Ruwe concluded

Along with the back taxes, he ...:, 4 Ll

found UPS liable for extra interest .
01: ··Ao'. I



Unicover losses roil workers comp market
kc

W

„L

hock waves went through
the workers compensation
market earlier this year af-
ter the specter of massive
underwriting losses led
reinsurers to withdraw from

a Unicover Managers Inc. reinsur-
ance pool.

The exodus, which started last Jan-

uary, became public the next month,
when Cologne Reinsurance Co., a unit
of Berkshire Hathaway Inc.'s Gener-
al Re Corp., disclosed a $275 million
pretax loss, most of it related to its
U.S. life insurance unit's participa-
tion in the Unicover facilities.

Since then, workers comp reinsur-
ance capacity has eroded, rates and
terms have firmed, lawsuits have
been filed, and company credit rat-

ings have been put under review. Reinsurance officials confirmed

Created in 1994, Unicover, a Lisle, that Unicover's initial premium vol-
Ill.-based managing general under- ume estimate for 1998 was much less

writer, operated three insurance fa- than the estimated $2.5 billion in
cilities through which life insurers as- multiyear premiums it wrote by the
sumed low-layer end of the year for
carve-out risks, YEAR IN REVIEW six life insurer pool
comprising the ac- participants. This
cident and health 5 lonumeiraportion of workers to about $1.2 bil-

comp policies.

Unicover typically  reinsurance pre-wrote first-dollar miums. Analysts
and low-layer cov- RISK MANAGEMENT estimate that the

ers, effectively al- facilities' gross

lowing workers comp insurers to losses will top $1 billion and could hit
"buy down" retentions to as little as more than $2 billion.
$10,000 per loss from previous reten- Between January and March of

tions that had been as high as $1 mil- 1999, all of the facilities' reinsurers
lion. suspended or tenninated their partic-

ipation in Unicover.

The workers comp market has not
been the same since.

Based on Unicover's premium vol-
ume, analysts estimate that about
10% of the U.S. workers comp mar-
ketplace ceded business to the facili-
ties and that ceded losses and ceding
commission expenses related to Uni-
cover will boost the entire industry's
workers comp combined ratio by five
percentage points.

Some industry analysts predict that
members' retrocessionaires may see

their combined ratios surpass 200%.
Not only has Unicover caused a

withdrawal of reinsurance capacity,
which may push a number of pool
managers out of the workers comp
business, but it also has made life
more complicated for those pool
managers that remain. Reinsurers are
adding restrictions to their pool
agreements and increasing their
scrutiny of underwriting managers as
a result.

State regulators also are focusing
their attention on the workers comp
"carve-out" market that Unicover

dominated. The Connecticut Insur-

ance Department, for one, is barring
Connecticut-domiciled life insurers

from writing workers comp carve-out
business in the future.

All of this, in turn, means that some

workers comp insurers likely will
pass on their own higher costs to pol-
icyholders in the form of higher rates.

Not surprisingly, Unicover's

demise has sparked a spate of litiga-
tion.

Sun Life Assurance Co. of Canada

made an arbitration demand earlier

this year to void all of its Unicover
contracts. Phoenix Home Life Mutu-

al Insurance Co. followed suit in

September.
Units of American International

Group Inc., which planned to cede
roughly $400 million in annual pre-
mium with a Unicover pool, sued
Unicover and ReliaStar Life Insur-

ance Co., claiming that the under-
writing manager bound ReliaStar
alone on the business. A New York

State Supreme Court judge later dis-
missed Unicover as a defendant, but

the suit against ReliaStar is still
pending.

Odyssey Re (London) Ltd. filed a
racketeering lawsuit against Bermu-
da broker Stirling Cooke Brown
Holdings Ltd, alleging that the bro-
ker and others conspired to use it as a
dumping ground for underpriced
workers comp business, including
contracts reinsuring Lincoln Nation-
al's Unicover risks. Stirling Cooke
later filed a motion to dismiss the suit,
arguing that it is not subject to the ju-
risdiction of the New York federal

court where the suit was filed.

Chicago-based reinsurance broker
Aon Re Worldwide was named in a

suit brought by Allianz Life Insur-
ance Co. of North America Inc. that

alleges fraudulent, negligent and in-
nocent misrepresentations regarding
Unicover.

Phoenix Home Life and Sun Life

also filed suit against Aon Re, seeking
access to Aon's records regarding
Unicover. Aon Re provided some
back-office support for the workers
comp pool.

Reliance Group Holdings Inc.,
whose ratings were placed under re-
view by Standard & Poor's Corp. in
October due to potential Unicover
losses, is in settlement discussions
with Phoenix Home and Sun Life to

resolve liability connected with its
role as a fronting insurer and pool
participant.

Lincoln National Corp.'s ratings

also were placed under review by
S&P due to potential losses associat-
ed with Unicover. El]



As one of the largest insurers in the world, CGU operates a national
Surety Department through its regional offices. With our group treasury limit
exceeding $170 million, we have the financial capacity to write bonds of virtually
any size and complexity. And with an average of over 20

years of Surety experience, our underwriters have the

Each and every person in the new CGU is dedicated to continuing our · 300 year history cf keeping the company's promises to our clients.
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expertise to meet your unique bond needs. We've also doubled the number of CGU

regional bond offices to help us continue to deliver the most timely and responsive

service in the field. It's our way of sustaining CGU's record of having kept our
commitments in each

of four centuries. CGU IT'S NOT A PROMISE UNTIL YOU KEEP IT.SM
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House approves tough bill on patients' rights 0
ne of the worst night- ried plan sponsors and plans alice. found in the same corner as the bill and a much narrower measure X
mare> envisioned by em
ployers and health insur-
ers threatened to become

reality in October when
the House of Representa-

tives overwhelmingly approved a
tough patient» bill of rights.

The measure, sponsored by
Reps. Charis Norwood, R-Ga.,
and John Dingell, D-Mich., would
subject managed care plans to a
number of significant new restric-
tions and liabilities. Some provi-
sions, like providing for indepen-
dent outside review of denied cov-

erage, proved to be relatively non-
controversial. But the Consensus

Managed Care Act contained one
provision in oarticular that wor-

It would have g..nted en. ille€s generally conserva ive lawmaker,
the right to su€ plans-and in but that support is far from
some cases emplcyers-over decl- enough to assur€ Rep. Norwood's
sions that deny vic.orv.

health b€nefits. ARIINTREVIE# In fact, chances

The House's '.,·'541 of the consensus
275-151 vote in *> ..9,:,·t-'·,'2lI J bill ever becom-
favor of the con- E· ·- ·-- -· ·u·· --- -- ing law fadedn •' 26*
sensus act t.zeilli:+PSIL.Milillpllp' Il considerably in
maiked a person- I early November
al victory for P: ---.""-  when the House
Rep. Norwood, a L__EMPLOYEE BENEFITS GOP leadership
Georgia dentist- named 12 law-

turned-lawmaker who hac repeal- makers who opposed the consen-
edly bucked his own party's lead- sus bill-and only one who sup-
ership to push for tight-r rEgul: - ported it-as their representatives
tion of managed care plans. His ef- on a conference committee named

forts won him support from Pres.- to work out the considerable dif-

dent Clinton, someone not uually ferences between the consensus

Today's reinsurance market is ever-changing and iways chal·enging. To navigate your business quickly

and successfully, you need the focused expertise of exoerienced professionals. Signet Star's senior

management averages over 20 years of successfully navigsting business to profitable destinations.

Move your business in the right direction Contact Signet Star today.

9 *>1999*g•e: Star Remurance Company

passed by the Senate las. summer.
And that's just as well, as far as

employers and health insurers are
concerned. Both groups had re-
peatedly warned that Fassage of
the Norwood-Dingell bill's ex-
panded liability could have effects
exactly the opposite of those
sought by its backers.

Instead of enhancing the quality
of heal-h care under managed
care, opponents of broad patient
protecticn legislation said enact-
ment wculd mean fewer employers
offering health benefits out of fear
of litigaticn, with a commensurate
increase in the number of unin-

sured Americans. Despite assur-
ances by Rep Norwood that his

SiSS,
A MEWBEF COMPANY OF

W.R. BEFKLEY CORPORATION

NAVIGA* By THE STAR.

• Property & Casualty Treat> Divisix Florham Park, Vew Jersey • acultitive ReSources, Inc., Stamford Connectjcut; Atlanta, Georgia: Sclial,mb.irl, Illinois
• Attemative Markets Divisionl, Fbrham Park, New Jersey • Fidelit> & S.rety Division, Schaumburg. Illinois • Latin Arrerican & Caribbean Divisicn, Coral Cables. Flotidz

• Professional Liability Division, Florham Park, Nan Jersey • Reverse Flow Business Diusion, Florham Park, New Jersey •

measure did not target employers
except under very rare circum-
stances, employers held that the
bill would indeed subject them to
new and potentially disastrous li-
ability.

Republican leaders of both
houses of Congress agreed with
critics of broad patient protection
legislation.

The bill passed by the Senate in
July contained politically popular
provisions such as guaranteed ex-
ternal review of denied coverage,
direct access to specified medical
specialists and easier coverage cri-
teria for emergency room services.
But the bill provided no new
grounds for participants in man-
aged care plans to sue over cover-
age decisions. In addition, many of
the measure's provisions would
apply only to employer-funded
self-insured plans.

But as the summer progressed,
House Republicans in addition to
Rep. Norwood grew increasingly
vocal in calling for greater control
over the operations of managed
care plans. Reps. Tom Coburn, R-
Okla., and John Shadegg, R-Ariz.,
also offered legislation that would
amend the Employee Retirement
Income Security Act to allow suits
against managed care plans over
coverage decisions. Rep. Coburn, a
practicing obstetrician generally
counted among the most conserva-
tive members of the House,
warned that if his measure did not

pass the House, the more stringent
Norwood-Dingell consensus bill
would.

House Speaker Dennis Hastert,
R-Ill., who had earlier promised to
bring some form of managed care
reform legislation to the House
floor by the end of September, did
not endorse the Coburn-Shadegg
bill. Instead, he presided over the
introduction and debate of four

bills, including Coburn-Shadegg
and Norwood-Dingell.

And just as Rep. Coburn had
predicted, the Norwood-Dingell
bill carried the day. The House re-
jected the other three bills, none of
which would have subjected man-
aged care plans to restrictions as
stringent as those in the consensus
bill, before voting by a nearly two-
to-one margin for the Norwood-
Dingell bill. Sixty-eight House Re-
publicans went against their lead-
ership's wishes and supported the
consensus bill.

Rep. Norwood's victory, howev-
er, could well prove to be short-
lived. Given the composition of
the committee, the fact that it has
not met and is not expected to
meet until after the new year and
the considerable differences be-

tween the scope of the two bills,
the nightmare envisioned by em-
ployers and insurers will probably
not materialize.

-By Mark A. Hofmann

0



I.

; - *ant

m

0

.

It takes a high level of expertise
to negotiate the maze of today's
alternative insurance market.

For more than 40 years, Old

Republic Risk Management has
focused solely on the alternative
market and has developed an

enviable expertise in helping
clients structure responsive

insurance programs.
To learn more about how you

might benefit from our expertise,
see us at www.orrm.com or

call 262/797-3400.
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* * Risk Management, Inc.
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Specialists in the alternative risk market.
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Cash balance outcry comes as a shock

 he fur or triggered by cashbalance pension plan con-
versions in 1999 could re-

sult in congressional ac-
tion next year.

Legislation backed by
the Clinton administration has

beer_ intrcduced in Congress which
would recuire an employer to give
its employees greater notice of a
cash balance plan ccnversion and
to disclose more information about

the potential financial impact of
the conve=sion of employees' bone-
fits.

That cash balance plan conver
sions could trigger controversy and
possible congressional intervention
was inccneeivable until recently.

Employers adopting cash bal-

ance plans and the benefit ccnsul- Bus with increased ob mobility,
fants thft designed the plans said the appeal of final average pay
fhe plans were a response to em- plens began to dim. Fcr an employ-
ployee complaints about the short- ee leaving a company with a final
conings of traditional final aver- aver; ge pay plan aftc i five, or even
age Lay pension 10, years, the re-
plans. YEAR lN REVIEW sult was a

5[hose plans f skimpy benefit.
were set up so Out of that dis-
that Employees »  satisfaotion. cashearned most of balance plans
their benefits Lf- were born. They
ter inany years of weie designed so
service a design EMPLOYEE BENEFITS tha. benefits ae-
:hal was appro- cruel more even-

priate when there was a greater ex- 11 ihan with traditional plans. That
pectalion on the par. of the average meant that an employee leaving a f-
employee that he or she would- t21 only a few years of service got a
spend much of his cr her wcrking Inzich-richer benefit, compared
career with one company. with what he or she would have re-

111

ceived from a traditional plan.
Cash balance plan formulas aIso

wEre designed to be more easily
uriderstood by employees.

As with 401(k) plans. benefits are
typically expressed as a lump-sum
cash value that is payable to an
employee when ho or she leaves
employment. By contrast, tradi-
tienal plans often use formulas in
which the benefits are expressed as
: monthly annuity payable to an
employee at age 65. Not surprising-
ly, such plans meant little to
yo_inger employees, employers
SaId

:nitially, there was a cautious re-
sp)nse to cash balance plans. But
the plans caught on, and hundI·ods
01 employers. including such well-

* CASH BALANCE

TRANTIONAL*

known corporations as CBS Inc.,
Georgia-Pacific Corp. and Interna-
tional Business Machines Corp.,
have, in recent years. converted
their traditional plans to cash bal-
ance plans.

The cash balance plan honey-
moon ended abruptly this year,
though. A series of stories in the
Wall Street Journal and other me-

dia cast the plans in an unfavor-
able light. Those articles said that
older, longer-service employees
were losing out in such conver-
sions, and that employers weren't
disclosing that fact to their em-
ployees.

Such a situation could exist, said
both the articles and critics of cash

balance plans, because, at the time
of a conversion, an older employee
could be just shy of earning rich
benefits under the old plan but,
would not be in the new plan long
enough to earn significant benefits.

Critics also maintained that,

rather than seeking to provide bet-
ter benefits to shorter-service em-

ployees and to make benefits infor-
mation more accessible to employ-
ees. employers primarily wanted to
cut pension costs.

Employers and consultants said
the criticism was unfair. To pre-
vent older employees from being
hurt by conversions. employers
typically offered transition benefits
in which older employees were giv-
en the option to stay in the tradi-
tional plan, supporters off the plans
said.

Nevertheless, the criticism was

embraced by some members of
Congress, especially after IBM
adopted a cash balance plan and
gave the option of staying in the
old plan only to those employees
within five years of retirement, a
move that prompted an employee
protest,

IBM later relented and doubled

the number of employees that
could stay in the old plan, a move
that appeared to ease the sentiment
against cash balance plans that
was growing in Congress.

Congressional support for pro-
posals that would mandate that an
employer converting to a cash bal-
ance plan give all its employees a
choice of either the old or the new

plan largely dried up in favor of a
loss far-reaching requirement that
an employer give its employees
greater advance notice of a conver-
sion and notify them of the poten-
tial effect on their benefits of such
a conversion.

That proposal is expected to re-
ceive serious consideration when

federal legislators return next year.
The Internal Revenue Service also

could weigh in with new rules gov-
erning the plans af'ter it reviews the
public comments it eailier solicit-
ed.

-By Jerry Geisel
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UnitedHealthcare takes bold step for HMOs <Elinmr.L \ I

1\

L
ike an outclassed boxer, wave of change," said a in this direction, anc many ex- In addition, UnitedHealthcare -*Si,F

the managed care industry spokeswoman for the Washing- perts say that UnitedHealthcare, said it was spending more money
staggered from one body ton-based American Assn of because of its Size, is one of the on treatment reviews than it was
blow to another this year Health Plans few HMOs that could make such a saving in reducing treatment, as
Plan members voiced dis- Many health care experts say move nearly all treatment decisions

pleasure about restric- that UnitedHealthcare's move ac- In a news release announcing were approved
tions Members of Congress intro- knowledges the success of the the move, the company said it will The move also creates other ad-

duced bill after bill to regulate the drive to reduce unnecessary medi- use "its database of more than 14 vantages for UnitedHealthcare,
industry and increase its liability cal treatments For more than two million patients to provide its the HMO said It will improve the

«1
for coverage decisions And em- decades, the

r'r:prs-.Y-*. doctors with relationship between doctors and

ployers beefed when plans hit practice of re- EVIE* data and infor- the HMO as well as that betweenthem with rate increases Even viewing treat- mation that com- doctors and patients In addition,
fWall Street joined in the action, ment decisions ; pare the treat- by no longer making coverage de-

knocking down the stock prices of with an eye to
most health maintenance organi- eliminating un- - recommending potential liability that could re-
zations like they were huts in a necessary proce-
hurricane dures has been a 

ments they are cisions, the company reduces the

for their patients sult if Congress passes patient
against national protection legislation

But one HMO, UnitedHealth- maior compo- ; EMPLOYEE BENEFITS treatment But the move was not met with-
--care, bucked this trend and won nent of managed norms " out some skepticism Eliminating

applause when it announced in care By eliminating that review, United is, in essence, saying prior approval is untested ternto-
November that it was ending its UnitedHealthcare says it is mov- that the best way to change physi- ry, and some say that without a care reviewed their decisions This
longstanding prior-approval re- ing to the next level of managed cian behavior is not to monitor ev- managed care company looking Influence will disappear, possibly
quirement for treatment deci- care using data to promote evi- ery move a doctor makes, but over their shoulders, doctors leading to higher medical costs
sions, leaving final say to the dence-based health care rather to conduct a yearly review could start performing more un- Despite the positive feelings
provider This step gave the in- Rather than conducting treat- of treatment decisions and work necessary medical treatments, UnitedHealthcare's move has gen-
dustry and UnitedHealthcare a ment reviews, the company will with physicians, as necessary, on eventually increasing medical erated, lt'S unclear whether any
much-needed public relations now focus on educating physi- improving those decisions Physi- costs To date, prior approval of other HMOs will follow suit
boost cians to help them practice evi- cians that ultimately fail to stay medical procedures has succeeded Some say that lt'S inevitable that

The decision was hailed by some dence-based medicine This ap- within the company's standards in controlling costs, and eliminat- other HMOs will make a similar
industry experts as bold, revolu- proach involves using outcomes will be eliminated from the net- ing it could return health care to move, as both employers and
tionary and a milestone Some data from millions of patients to work, the company said the pre-managed care days, say physicians will push for the
even said it will usher in a new era determine the best and most cost- The move came after pilot pro- those who view the move with change But for the moment at
of managed care effective treatment for a patient Jects over three years suggested skepticism Even though nearly least, the rest of the HMO indus-

UnitedHealthcare's decision UnitedHealthcare has been one of that the company could eliminate all treatments received approval, try lS watching and waiting
puts it "at the forefront of a new the companies leading the charge the reviews without costs rising doctors still knew UmtedHealth- -By M:chaet Pnnce

Captives make headway in funding benefits
ne of the top issues of Risk Solutions in Waltham, Mass insurance premiums paid to cap- tive's business was related to / BENEFBk0 1999, the possibility of For many years, employers have tives because the premiums repre- CSX, which violated a 1979 Labor
funding of employee been interested in expanding their sent unrelated business Department rule Known as a /
benefit nsks through property/casualty captives to So, according to reasoning, if class exemption, the rule said a
captive insurers, could fund benefit risks as a means of the parent funds enough employ- domestic captive could be used to lt,  ,
become an even bigger broadening captives' risks, cut- ee benefit business through the fund parents' employee benefit

story in the years ahead ting costs and, most recently, as captive, the captive would be plans only if at least 50% of the *'10 2 :5 4: 4/Next year, the U S Department an approach viewed as writing captive's business was not related k IA i
of Labor will rule on a pending that would allow significant to its parent

17 VlliMjmnapplication by Herndon, Va - a parent compa- r: . ·» . *. .,Zi ': -4 amount of out- Employeis regarded that 50%
based Columbia Energy Group to ny to deduct ,f ''i - . ,

use a Vermont branch of its property/casual- i
 side business

 That would in- funding ., 1 1"1/
Bermuda-domiciled insurance ty premiums i

lbGiliimsubsidiary, Columbia Insurance paid to its cap- - i hood the parent want their captives to write that
Corp Ltd, to reinsure long-term tive  would be able to much third-party business
disability policies The policies Discussion of EMPLOYEE BENEFITS deduct proper- But ]ust as Columbia Energy
are written by Liberty Mutual In- the tax advan- --- ty/casualty pre- filed ltS application, the Labor
surance Co unit Employers Insur- tage was triggered both by court miums paid to the captive Department announced it was re-
ance of Wausau decisions and an Internal Revenue A 1993 filing with the Laoor viewing the 50% test

If DOL regulators approve the Service ruling Several appellate Department by transportation gi- In an interview in August, Ivan
application, many other employ- courts ruled that a parent can ant CSX Corp requesting permis- Strasfeld, director of the Labor
ers likely will follow Columbia deduct premiums paid to its cap- sion to reinsure group term life in- Department's Office of Exemp- captives
Energy's lead, say risk manage- tive as long as the captive writes a surance benefits through its Ver- tion Determinations, said that Columbia Energy does not meet
ment and employee benefit ex- significant amount of unrelated mont captive sought to take ad- passing the 50% test no longer the 50% test Virtually all the
perts business vantage of this reasoning was an absolute prerequisite for risks funded through Columbia's

"If this gets DOL approval, we Those court rulings preceded an The Labor Department in 1994 emplobers to obtain DOL ap- captive relate to Columbia Energy
expect a long queue," said Brady IRS ruling in 1992 that said em- rejected the CSX application, proval to fund benefits through and affiliated companies
Young, president of Alternative ployers can deduct group term life however, because 90% of the cap- their captives But employees would benefit

The department, Mr Strasfeld from the transaction, according to
said, would consider alternatives Columbia Energy's filing with the

66Be sure that you return it.
to the 50% test, if the alternatives DOL
are in the best interest of partici- In anticipation of using the cap-
pants tive to reinsure the LTD program,

"There could be other ap- benetits were sweetened, effective
proaches We are flexible if there Jan 1,1999, so that disabled em-If you're racing through this issue of Business Insurance because you are safeguaids," he said ployees receive 60% of their

'*borrowed" it from a colleague, you should have your own subscrip- Among other things, the depart- salary Pi eviously, the plan of-
ment would want to see that pri- fered an LTD benefit of 30% oftion. Then you'll be first on the list. You can take as much time as you
mary insurers used by the captive salary up to the Social Security

like with all of Business Insurance's exclusive worldwide news of loss to write the policies are top-qual- wage base and 60% of salaiy over
ity anc top-rated, Mr Strasfeld the wage base This year, the wageprevention, risk financing and benefit management every week.
said base is $72,600, in 2000, it will be

"The plan should be getting $76,200To subscribe, use the card in this issue good-quality insurance at a fair A DOL decision on the

or Call 1 (888) 446-1422 Toll-Free. price, taking into account reinsur- Columbia Energy filing is expect-
ance ari angements,

. he said ed early in 2000
In addition, he said the trans- The DOL earlier this year ap-

Ask about our

special 20%-off
Subscription Rates in US. Dollars Business action must benefit participants proved a request by Union Car-

"We want to see something con- bide Corp to use aUS Virgin Is-
group subscription for 1 year, 52 Issues. Snsuronce

crete that this lS good for partici- lands branch of its Bermuda cap-
rate tor five or more USA $89 Subscription Dept pants," Mr Strasfeld said tive to reinsure supplemental life
iubscnptions A Canada/Mexico $108* 965 E Jefferson The Columbia Energy filing insurance policies That approval,
great way to save All other countnes Detroit, MI 48207 could be a key test of whether the however, lacked the potential sig-
money And avoid by expedited an· $209

Outside the USA DOL has, in fact, moved beyond nificance of the Columbia Energy
pass-along problems * Price includes Canadian GST Call (313) 446-0450 using the 50% test as the sole cri- case, as Union Carbide met the

teria for ruling on requests to DOL's 50% test
fund benefits through domestic -By Jerry Geisel
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YEAR IN REVIEW

10 who made news throughout '99 unfair, but behind the 8

scenes, he worked with
company officials to
see whether a compro-.- 1

the Ilsk management- and benefits-related ac- surers, he spent four months on the run before mise could be reached
tions the president undertook m 1999 He came being arrested in Germany in September He is That effort-
out strongly rn favor of a strmgent patient pro- awaiting extradition with employee pressure

along 
I tection bill that was *** on IBM-bore fruit, as 2

drafted by Reps I/--P.<24/.v After three years of headmg Marsh & MeLen- IBM agreed to more
Charles Norwood, R- 1 0£-*¥ nan Capital Inc, which origmates, structures than double the num-
Ga and John Drngell, y '- and manages Insurance Industry mvestments ber of employees ellgi-

NEWSMAKERS D-Mich, which em- W Jeffrey W. Greenberg made headhnes early this ble to stay 111 115 old
Sen. Jeffordsployers strongly op- r 14 .- 7 year when parent company Marsh & MeLennan pension plan

Louisiana Insurance Commissioner Jim posed The president . , Cos Inc announced Sen Jeffords, ever
Brown won re-election to a third term despite a also proposed addmg a that he would replace mmdful of bemg m the rmddle, praised IBM'sfederal indictment on conspiracy and other prescription drug ben- Al  I rettivng AJ C Smith as Vermont employees for belng "ground zero" on
charges eht to Medicare, which Illtc/ chairman and chief ex-

The commissioner and five others, including could reduce some em- I ecutive officer of the  responsiveness to employees' concernsformer Louisiana Gov Edwin Edwards, were ployers' benefit costs, world's largest broker

pension issues But he also saluted IBM for its

***

charged with helping and he suggested al- The announcement
the owner of failed lowing states to tap President Clinton

was not as stunning to
Just when it seemed as though the managed

-y, f
care industry would become a permanent

Shreveport, La, msur- their unemployment the mcustry, however, punching bag for the public and government
er Cascade Insurance -7 Insurance funds to provide paid family leave for aswas his 1995 depar- .I officials, one move by a managed care plan

Cos avoid a $27 mil- 1 -1 new parents ture from Amencan In- . /  scored some points
hon lawsuit by the «  0% i*i¥ And, as 1999 wound to a close, President Clm- ternational Group Inc, k * In November, UnitedHealthcare, part of
state    ton announced his support of a possible federal where he had been seen UnitedHealth Group, which iS led by Chair-

Mr Brown faces 56 - . class-action suit agamst gunmakers, thus pres- as heir apparent to his Mr. Greenberg man and CEO Dr. William McGuire, an-
charges, including con- sunng the weapons makers to settle suits al- father, AIG Chairman nounced that it would end ltS longstanding
spiracy, insurance R ready filed by more than two dozen cities and CEO Maunce R Greenberg practice of pnor approval of physicians' treat-

***

With Jeffrey's brother, Evan, now in the role ment decisions, thus leaving those decisions in
ing and making false ACE Ltd Chief Executive Officer Brian of Maurice Greenberg's nght-hand man, the the hands of
statements to federal Duperreault secured his place among the top prospect of havmg two siblings at the helm of providers That move
officials Mr. Brown

2
.newsmakers not long after the 1999 New Year two of the most influential companies in the eliminates for the 1.After the indict- revelIy had ended commercial insurance mdustry made for great health maintenance

ments were announced, the commissioner said The Bermuda Insur- cocktail party gossip thls year orgamzation a major 41 "*'**
that he felt like a "victim m a drive-by shoot- ance Institute in March 1 Cl 1 Jeffrey Greenberg was named president of element of managed 4,-7 L
ing," because "I was in the wrong place at the honored Mr Duper- MMC in January and was named CEO m care-and a practice 4 -4
wrong time " reault with the mar- November, he wlll assume the role of chairman that often angered

Hehas proclaimed his innocence in the case, ket's frrst Leader of the 74,1.p#-7 , when Mr Smith retires afterMarsh's2000 an- providers
which is expected to go to trial sometime in Year award The Bn ,/ nual meetmg Some industry ex-

2(T: Brown became the third consecutive reault for propellmgrecognized Mr Duper- 1 *** perts hailed the deci-
Swiss Re North America Corp 's Chairman, sion as revolutionary,

Louisiana insurance commissioner to be mdict- Bermuda, as well as 1
ed Preceding commissioners Doug Green and ACE, mto a stronger

President and CEO Heidi Hutter, who had spent and some even said lt
almost her entire career with the company, re- could start a new era Dr. McGuire

Sherman Bernard both drew pnson sentences worldwide insurance signed in November following a reorganization of managed care
on com.ptlon convictions earher m the decade market leadership po- by parent company Swiss Reinsurance Co With the move, UnitedHealtheaie is getting

*** sitlon Mr. Duperreault 1VIs Hutter, who has had a reputation for be- away from the constant review of lt S physi-
The problems of Unicover Managers Inc ACE's most impor- ing bnght and hard-dnv,ng and was one of the cians' treatment decisions Instead, the com-

might have gone unnoticed even longer by the tant move this year was its $345 bilhon pur- most prominent women in the reinsurance in- pany will focus on annual reviews of doctors
reinsurance market if not for Warren Buffett's chase of CIGNA Corp 's domestic and mterna- dustry, said the reorga- and the education of physicians about how to
disclosure in January that aUS life remsurance tional property/casualty operations The deal, nization had ehminat- give patients the best and most cost-effective
subsidiary of Berkshire announced in January, immediately estabhshed ed the position she had treatment

Hathaway Inc would L,# -lf ACE as a major U S insurer ACE completed held smce 1996 But the tide of public opinion flows back
take a $275 milhon the purchase before CIGNA's 1996 reorganiza- The North American and forth In entering uncharted territory, it's
pretax charge related 0 bon survived a lengthy court challenge division w111 now be not clear whether UnitedHealthcare will nowlto Unlcover losses In May, ACE USA Inc, Aon Corp and Royal merged with the Latin see its health care costs lump, thus promptmg

The announcement & SunAlhance USA Inc formed a $300 milhon American division and higher rates and a new round of enticism of
of the huge charge by insurance and reinsurance facility that Mll pro- headed by Andreas HMOs
Cologne Life Reinsur- - vide custom-made alternative Insk transfer Beerh managmg dime- ***

ance Co and its interl- products tor of Swiss Re Italla Rep. Charles Norwood, R-Ga, will remem-
tion to withdraw from ACE also made a bid for financial guarantee SpA m Rome ber 1999 as the year he won a key battle m his
the workers comp rein- -7 - reinsurer Capital Re Corp But when ACE's Although the divi- crusade for a patients' bill of rights
surance pool quickly   stock price fell, ACE found itself m a biddmg mon reported a nine- Ms. Hutter But it is far from certain that he w111 win the
resulted m the unravel- war with XL Capital Ltd ACE ultimately pre- month combmed ratio war next year
ing of the Unicover fa- Mr. Buffett

valled in late October and agreed to a $511 3 of 113 7%, according to Rep Norwood, who has long advocated
cility, as other reinsur- milhon cash-and-stock deal for Capital Re the Washington-based Reinsurance Assn of greater regulation of managed care plans,
ers and retrocessionaires woke up to their expo- ***

Amenca, Ms Hutter said it had achieved its lomed forces with Rep John Dmgell, D-Mich,
sures and sought to pull out No one this year made news in quite the way nine-month financial target to craft a patients' bill of nghts that went far

In the wake of Mr Buffett's move to cover Martin R. Frankel did The debarred stockbro- Ms Hutter Joined Swiss Re as an actuanal as- beyond a measure
Cologne's exposure, many other reinsurers ker earned international headllnes while on the sistant m New York after graduating from col- passed by the Senate '* * -*Eh 4swiftly discovered their exposure to Umcover lam fromchargesthathelootedagroupof US lege m 1979 In 1993, she left the company to m midsummer Unlike * *
losses, sparking negotiations, commutatlons and life insurers from his Greenwich, Conn, man- create the remsurer that is now known as Equi- the Senate bill, the I 4
httgatton that likely wall take years to sort out m mon tas, whose purpose was to take on the pre-1993 Norwood/Dingell bill K
the courts Using various aliases, Mr Frankel controlled habilities of Lloyd's of London She stayed at -known as the Con- *,Mr Buffett's Berkshire Hathaway became Franklin Amencan Corp of Franklm, Tenn, Equitas until she was recruited by then-Swiss sensus Managed Care
majority owner of Cologne Life following Berk- and a sister company, which together owned Re CEO Lukas Muhlemann to head Swiss Re's Act-would allow 
s}lire Hathaway's 1998 acquisition of General seven life insurance units m four states In North American operations Mr Muhlemann managed care plan
Re Corp March, Mississippi reg- later left Swiss Re at the end of 1996 participants to sue

The Unicover losses also caught Berkshire ulators became 5 Upon her departure from Swiss Re, Ms Hut- plans-and, possibly,
Hathaway shareholders by surprise, prompting alarmed when they cim- j tersaid she now plans "to travel and explore their employers-over
Mr Buffett to address the issue dunng the com- covered that ownership m new opportunities " coverage decisions
pany's annual meeting m Omaha of the Insurers had ***

While he acknowledged that the Un¤ver ex- been shited to a k  As a Repubhcan senator from a Democratic cans, backed by em-
posure was an unwelcome development, Mr Bntish Virgin Islands  state,Vermont's James Jeffords often has had to ployers, health Insurers and managed careBuffett noted that "these thtngs happen in in- entity, the St Francis & 9 do a Juggllng act providers, scrambled to block the measure by
surance The nature of Insurance is that there of Agqiqi Foundation A

Top House Republi- Rep. Norwood

8 In 1993, for example, he was the sole Repubh- offering three managed care reform bills that
may be unpleasant surprises" Franklin Amencan of- can to endorse President Clnton's health care granted far fewer rights to sue But on Oct 7,***

flcial later reported reform package, a polltically astute move, given the House relected the three milder reform
Some trial attorneys may be forglven if they that he was not able to Vermont's strong Interest at the time m compre. acts m favor of the Consensus Managed Care

looked at President Bill Clinton after he signed find any of the insurers' hensive reform Act by a vote of 275-151, with 68 Repubhcans
the Y2K Act and asked themselves, "With assets or the stockbro- Mr. Frankel

Sen Jeffords' juggllng continued this year buckng the GOP by supportmg the bill
fnends hke this, who needs enermes?" ker that had Invested (FBI photo) He was caught in the middle when Interna- The House GOP leadership may have the

The president, who had threatened to veto them, Liberty National tional Business Machines Corp, Vermont's last laugh, though When the time came to ap-
earher versions of the Y2K hability relief legis- Secunties Inc largest private employer, announced it was con- point a conference committee to iron out dlf-
lation, signed without fanfare the bipartisan Liberty National, it turned out, was an unreg- vertlng its traditional defined benefit pension ferences between the radically different House
measure in July, after it won overwhelming sup- istered flrm that Mr Frankel ran from his home plan to a cash balance plan and Senate reform bills, House GOP leaders
port m both the House and Senate The plam- with help from several women he had met The conversion triggered a revolt among chose as their negotiators 12 opponents and
tiffs bar-which has traditionally been one of through personal ads When regulators started many older, longer-service IBM employees, who only one supporter of the Consensus Managed
President Clinton's most faithful constituen- asking questions, Mr Frankel-who had also set said they would receive 20% to 50% less under Care Act, thus greatly reducing the chances
cies-had made no secret of its opposition to the up the St Francis foundation-disappeared In- the new plan than the amount they proJected that the core elements of the bill would find
bill dicted on fraud and money laundering charges they would get under the old plan their way into any fmal managed care reform

But signing the YeK measure was only one of for allegedly siphonmg $200 milhon from the in- Pubhcly, Sen Jeffords said IBM's move was legtslation Ell
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Business /nsurance presents People of the Century

The 20th centuly has been a time ofenonnous
change and innovation. During the past 100
Years, many have hetped shape insurance, risk
management and employee benefits. Th€follow-
ing are those whom our editors have selected as
Business Insurance's People of the Centzoy.

Mr. Benna

As Ted Benna tells the story, Section 401(k)
was not buried in the tax code.

In fact, says Mr. Benna, benefit experts had
known about Section 401(k), which permits cash
or deferred pension plan arrangements, since it
was added to the tax code as part of a broader
tax billin 1978.

"Many people, including myself, knew about
it and said, 'Gee, that's nice. But I don't know
what will ever be done with it,"' he said in an in-
terview several years ago.

But one Saturday afternoon, while working on
a project for a client that was considering mov-
ing from a cash bonus plan to a deferred profit-
sharing plan, Mr. Benna, then a consultant with
The Johnson Cos., had what he described as an
idea revealed through prayer.

That idea consisted of the concept of combin-
ing pretax employee salary deferrais with
matching employer contributions, an approach
that wasn't spelled out in the tax code or regula-
tions.

Mr. Benna says his attitude was, if IRS rules
don't explicitly say something is not permitted,
then it can be done.

After being rebuffed by two major insurers he
sought as marketing partners, Mr. Benna set up
the first 401(k) plan on Jan. 1, 1981, for The
Johnson Cos. Johnson later was acquired by No-
ble Lowndes, which subsequently became part
of William M Mercer Inc.

From that humble start in 1981, 401(k) plans
have exploded. Today, there are close to 300,000
such plans-far and away the largest number of
any type of pension plan-and they hold more
than $1 tillion in assets.

But the impact of 401(k) plans goes far beyond
numbers, says Mr. Benna, who now is president
of the Bellefonte, Pa.-based The 401(k) Assn.,
which he founded in 1993 to promote the plans.

By requiring workers to contribute to the
plans in order to receive matching employer con-
tributions, "employees are getting into retire-
ment planning a lot sooner than before," he says.

This approach, Mr. Benna says, has converted
spenders into savers.

While Mr. Benna says he believed from the
very beginning that 401(k) plans would have a
huge impact, the plans' growth has surprised
even him. "I stopped projecting after a few bil-
lion dollars," he says, referring to assets held by
the plans.

-BY Jerru Geisel
***

During the hard market of the mid-1980s,
when finding coverage for excess liability risks
was difficult, Robert Clements had an idea that
created more than just a home for these hard-to-
place risks.

At the same time, Mr. Clements fostered two
powerhouse insurers that would jump-start the
Bermuda insurance and reinsurance market,

and he introduced buyers to this alternative risk
financing option.

Longtime colleagues credit Mr. Clements with
being a great innovator whe is capable of turn-
ing ideas into reality. He has also been called a
finder of solutions and a fierce competitor.

Mr. Clements

Mr. Clements began his career at Royal Insur-
ance Co. in 1957. Two years later, he joined
Marsh & McLennan's Toronto office, where he

worked for 16 years. He later moved to the bro-
ker's New York headquarters.

Before retiring from M&M in 1995, Mr.
Clements served in several djstinguished capaci-
ties, including chairman of the insurance broker-
age subsidiary and presidentof the parent hold-
ing company, Marsh & McLennan Cos. Inc. He
cui'rently serves as chairman of Greenwich,
Cc,nn.-based Risk Capital Rensurance.

While working at M&M, Mr. Clements had the
idea of creating a large, heavily capitalized in-
surer, for which policyholders, in exchange for
large capacity, would provide the capital to keep
the insurer solvent. This insurer was Hamilton,
Bermuda-based ACE Ltd, which reported
statutory capital and surplus of $2.79 billion in
1998, up from $260 million in 1985.

Mr. Clements also played a role in the genesis
of XL Capital Ltd., also based in Hamilton. XL,
which began in 1986 with initial capital totaling
$395 million, has grown its capital and surplus
to$1.26 billion as of 1998.

In 1992, he also helped establish Mid Ocean
Reinsurance in Hamilton.

Last month, Mr. Clements was named Insur-
ance Leader of the Year by Tne College of Insur-
ance, of which he is chairman. In addition, Mr.

Clements is a director of XL. Danish Re, Stock-
ton Holdings and Annuity & Life Re. Previously,
he was a director of Mid Ocean Reinsurance and

Hiseox P.L.C.

-By Amanda Mittigan

Mr. Greenberg

Maurice R. Greenberg, the demanding chair-
man and chief executive officer of American In-

ternational Group Inc., had already made a
name for himself in the insurance industry by
1960.

But during the next 40 years, not only would
Mr. Greenberg continue building one of the
world's pre-eminent insurance organizations as
the hand-picked successor to its founder, but he
would also be instrumental in shaping risk man-
agement.

As the architect of Continental Casualty Co.'s
accident and health insurance business, Mr.
Greenberg so impressed insurer entrepreneur
C.V. Starr that Mr. Starr wooed away Mr.

Greenberg. Mr. Starr asked Mr. Greenberg to
build the business on an international scale for

the American International companies.
Within two years, though, Mr. Starr appoint-

ed Mr. Greenberg president of American Home
Assurance Co. and charged him with taking the
company in a new direction.

What followed helped change an industry.
Under Mr. Greenberg, American Home sold

its expensive and unwieldy agency business and
concentrated on underwriting large commercial
and industrial risks and selling through brokers
to retain risk selection and underwriting control.

And while other insurers and brokers tried to

deter policyholders from keeping large reten-
tions for fear of losing premium income, Mr.
Greenberg encouraged the practice of retaining
predictable levels of risk.

Product innovation has been an AIG hallmark

under Mr. Greenberg as well. An early specialty
was difference-in-conditions coverage. In addi-
tion, AIG has led the market in directors and of-

ficers liability insurance policy developments,
such as entity coverage.

AIG also has developed reinsurance facilities
to write large blocks of major risks.

Mr. Greenberg continued to expand the reach
of AIG's business as well as its geographic pres-
ence throughout the 1980s and 1990s.

AIG dramatically expanded its financial ser-
vices operations through acquisitions and new
company launches. With its $18 billion purchase
of SunAmerica Inc. in 1998, AIG entered the re-

tirement savings arena-one of the world's
fastest-growing businesses.

AIG earlier this decade was the first foreign
insurance organization to enter the Russian and
Vietnamese markets, and it was the first to re-
enter the Chinese and Pakistani markets in

decades.

The indelible stamp that Mr. Greenberg has
made on his company and the insurance indus-
try earned him the 1998 Insurance Leader of the
Year award from The College of Insurance.

-By Dave Lenckus

Mr. Heath

¥
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Many insurance executives have made their
mark on the industry by leading successful corn-
panies, but few have provided a legacy of inno-
vation as broad and lasting as the man consid-
ered to be the father of the modern Lloyd's of
London.

Cuthbert Heath's resume includes achieve-

ments for which he long will be remembered.
Not only did he found one of the world's

largest insurance brokerages in the early 1880s
but he also was instrumental in developing non-
marine insurance at Lloyd's.

Mr. Heath went to work at a Lloyd's broker-
age at the age of 17, after a hearing impairment
barred his joining the navy. In 1880, at the age of
21, Mr. Heath borrowed money from his father
to become a name at I.loyd's.

As a pioneering underwriter in North Ameri-
ca, Mr. Heath helped Lloyd's increase its busi-
ness there. The United States today is Lloyd's
largest foreign market, accounting for nearly
one-third of I,loyd's total premium.

Among Mr. Heath's underwriting innovations
were loss-of-profits coverage in fire policies,
jewelers' block insurance and bankers' blanket
bonds. He also was a leading earthquake under-
writer in his day.

His role in handling claims from the San Fran-
cisco earthquake of 1906 bolstered Lloyd's repu-
tation and led him to develop a novel form of
reinsurance.

Rather than quibble over the fractious cover-

age that insurers had instituted at that time on
earthquake losses, Mr. Heath instructed his
agent in San Francisco to pay policyholders'
claims in full. That action cemented a longstand-
ing relationship between Lloyd's and its U.S.
clients.

Shortly after the San Francisco quake, a U.S.
insurer sought Mr. Heath's advice on how to pro- -
tect against similar catastrophic losses. His an-
swer: excess-of-loss reinsurance, which would

cover cedents for losses beyond a predetermined
amount.

More than a century ago, Mr. Heath founded
the brokerage that today stin bears his name and
is among the world's largest. Earlier this year,
London-based Heath Group Ltd. announced
plans to merge with broker Lambert Fenchurch
Group to form HLF urance Holdings Ltd.

In 1911, Mr. Heath helped convince Parlia-
ment to pass a momentous new Lloyd's Act. The
legislation expanded the scope of the market
from marine insurance to "insurance business of

every description." He died in 1939.
-BY Regis Coccia

Sen. Javits

S /111

Roth has his IRA, and Glass and Steagall had
their runs as legal headliners for more than half
a century. So one might imagine that one of the
key architects of the Employee Retirement In-
come Security Act, the law that has occupied a
prominent place in the minds of benefit profes-
sionals for more than 25 years, would also merit
the same recognition. Instead, Sen. Jacob Javits
had a convention center in New York named in

his honor.

If any one person is most responsible for
ERISA, it is the longtime Republican senator
from New York.

Sen. Javits introduced comprehensive pension
legislation in 1967. Although that bill fizzled,
Sen. Javits carried the issue forward.

A big impetus came in 1971, when a congres-
sional study Sen. Javits sponsored showed that
few people ever received their pension benefits.
The subsequent public outcry pushed the issue
into thenews, and that publicity helped to over-
come the objections to pension legislation by
both business groups and organized labor. Fur-
ther opposition came from the Nixon adminis-
tration, which introduced its own watered-down
pension bill.

Sen. Javits helped turn up the heat the next
year, holding hearings around the country that
allowed people to speak out about the pensions
they never received. Despite the growing sup-
port, political opponents of the bill managed to
kill the legislation in the Senate.

But in 1973, there was a groundswell of sup-
port. Versions of the original bill passed in both
the Senate and the House, and a conference
committee hammered out the differences for

months in 1974. The final bill passed both hous-
es just days after President Nixon's resignation,
and the measure became one of the first signed
into law by President Gerald Ford. At the White
House Rose Garden ceremony, Sen. Javits
smiled as he stood behind President Ford,
watching as his years of effort became a reality.

But that success didn't end his work on

ERISA. Like a proud father, Sen. Javits kept an
eye on his baby, proposing numerous amend-
ments to help ensure that workers received their
pensions.

And his efforts continued after he left office in

1981. As a pnvate citizen, Sen. Javits continued
to make recommendations about how to shore

up some of the law's deficiencies. He died in
1986.

-By Michael Prince
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YEAR IN REVIEW-

A look at the year in risk management news
JANUARY:

• ACE Ltd. agrees to pay $3.5
billion to buy CIGNA's Corp. do-
mestic property/casualty opera-
tions. The deal will give ACE a
large U.S. and international plat-
form to build on, while CIGNA
sheds problems with its property/
casualty operations to focus on its
large and profitable health insur-
ance business.

• Marsh & McLennan Cos. Inc.

announces that Jeffrey Greenberg
will become chief executive officer

at the end of the year and chair-
man of M&M, when A.J.C. Smith

retires. Mr. Greenberg, who cur-
rently is chairman and CEO of
Marsh & McLennan Capital Inc.,
came to M&M in 1995 after 17

years with American International
Group Inc., where he had long
been seen as heir apparent to his
father, AIG Chairman and CEO
Maurice R. Greenberg.

• J&H Marsh & MeLennan Inc.

reaches an agreement with the
Risk & Insurance Management So-
ciety Inc. to disclose, when asked
by risk managers, the fees it re-
ceives from insurance companies.

The move helps end the controver-
sy over contingent commissions
that had seized the market in 1998.

FEBRUARY:

I XL Capital Ltd. merges with
NAC Re Corp. for $1.2 billion,
leaving the Bermuda company well
positioned to expand its U.S. in-
surance and reinsurance business-

es. NAC Re obtains the financial

backing of the highly capitalized
XL, allowing it to take on bigger
risks and to retain more of those
risks.

• Chubb Corp. offers to buy Ex-
ecutive Risk Inc. for $850 million.
The deal, completed in August,
gives Executive Risk access to
Chubb's extensive distribution sys-
tem and broader range of proper-
ty/casualty insurance products,
and allows Chubb to strengthen its
position in the directors and offi-
cers liability and executive protec-
tion insurance markets.

I AXA Group will buy Guardian
Royal Exchange P.L.C. for £3.45
billion ($5.66 billion), making the
French company one of the largest
multiline insurers in the United

Kingdom and boosting its stature

in the German property/casualty
market.

I Risk managers enjoyed a
steadily falling cost of risk in 1997,
made lower, in part, by a signifi-
cant drop in liability costs, accord-
ing to the RIMS Benchmark Sur-
vey. The survey finds that the cost
of risk averaged $5.25 for every
$1,000 of revenue in 1997, an 8%
drop from $5.70 the year before
and a 37% decline from $8.30 in
1992.

MARCH:

I The workers compensation
market faces tightening and the
potential for changing the way the
market buys reinsurance after the
unraveling of a huge workers comp
reinsurance pool. Reinsurance fa-
cilities operated by Unicover Man-
agers Inc., a managing general un-
derwriter, stop accepting business
this year after an explosion of pre-
mium volume triggered with-
drawals from the pool and several
lawsuits.

• A lawsuit is filed against Am-
trak, Illinois Central Railroad Co.
and truckdriver John Stokes after

11 people were killed and more
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than 100 injured when an Amtrak
train struck a flatbed tractor trail-

er loaded with steel about 50 miles

south of Chicago. Amtrak has sev-
eral hundred million dollars in ex-

cess liability coverage over a $10
million per-occurrence attach-
rnent.

APRIL:

• A shooting at Columbine High
School, near Littleton, Colo.,
leaves 15 people dead and 22
wounded. This is the latest and

most deadly in a string of U.S.
school shootings since 1997, which
have put a spotlight on school safe-
ty and crisis management.

• A continued softening in the
U.S. directors and officers liability
insurance market means lower

rates for most buyers for the fourth
consecutive year, a survey by Till-
inghast-Towers Perrin finds. D&0
premiums fell 13% in 1998, the re-
port says.

• Odyssey Re (London) Ltd. files
a civil racketeering lawsuit in a
U.S. Court, charging that one of its
managing general agents and
Bermuda-based broker Stirling
Cooke Brown Holdings L:d. vic-

timized it in a series of reinsurance

placements, including deals that
originated with the Unicover Man-
agers Inc. reinsurance pool.

MAY:

I Tornadoes tear through Okla-
homa and Kansas, destroying
thousands of homes and businesses

and creating the worst insured
catastrophe in Oklahoma history.
Estimates for total insured losses

could reach $1 billion for both
states.

I The House approves H.R. 775,
the Year 2000 Readiness & Re-

sponsibility Act, by a vote of 236 to
190. Among other things, the bill
would provide some protection
from Y2K-related disputes in most
cases and would encourage dis-
putants to use alternative dispute
resolution before taking Y2K cases
to court. The Senate follows with

similar legislation, and President
Clinton signs the bill into law in
3uly.

• The creation of a new $300
million insurance and reinsurance

facility by Aon Corp., ACE USA
Inc. and Royal & Sun Alliance
USA Inc. reflects changes both in
the insurance market and in de-

sired coverages. The new facility,
called Custom Risk Solutions

LLC., is a managing general un-
derwriter jointly owned by all
three that will provide alternative
risk transfer.

I ACE Ltd. announces plans to
buy Capital RE Corp. for about
$606 million in stock. XL Capital
Ltd. in October steps in with a ri-
val bid, however, that ultimately
forces ACE to sweeten its offer, as
the value of its original bid de-
clines by almost $300 million due
to a drop in ACE's stock price.
ACE eventually wins the bidding
for Capital RE.

JUNE:

I XL Capital Ltd. plans to ex-
pand its North American under-
writing operations by more than
$200 million in annual gross pre-
miums with its acquisition of prop-
erty/casualty underwriting manag-
er ECS Inc., an Exton, Pa.-based
underwriting manager specializing
in integrated environmental risks.

I CNA Financial Corp.'s deal to
sell its personal lines business to
Allstate Corp. will permit CNA's
management to focus more in-
tensely on its financially pressured
property/casualty operations.

• GTE Corp. sues five insurers,
seeking coverage for the cost of its
Y2K remediation efforts. Accord-

ing to the suit, the policies con-
tained "sue and labor" clauses that

require GTE to expend money to
safeguard its computer data and
software and that say such expens-
es would be covered.

JULY:

• The Wisconsin Supreme Court
rules that lead paint becomes both
an irritant and a contaminant

when it breaks down and, there-

fore, is excluded from coverage un-
der those policies that contain the
so-called absolute pollution exclu-
sion.

• Xerox Corp. files a lawsuit
seeking coverage for Year 2000 me-
diation Costs under the sue-and-la-

bor clause in property insurance
policies. Some risk managers say
the cost of litigating for possible
coverage will be seen by some com-
panies as a small price to pay when
stacked alongside the millions of
dollars spent to eliminate potential
losses from the millennium bug.

AUGUST:

I The U.S. Tax Court holds that

United Parcel Service of America

See News on page 36
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A look at the year in employee benefits news
JANUARY:

• Health care costs are climbing,
with even bigger increases expected
to come. Group health care costs in
1998 rose 6.1%, to an average of
$4,164 per employee, according to a
survey by William M. Mercer Inc. The
increases are fueled by soaring pre-
scription drug costs and stiff rate
hikes by HMOs trying to improve
their financial results after years of
fierce price competition.

FEBRUARY:

• Long-awaited Internal Revenue
Service regulations on the Consoli-
dated Omnibus Budget Reconcilia-
tion Act provide much of the guid-
ance employers have been looking for
since Congress passed the health care
continuation statute in 1986. But

benefit experts say the IRS went be-
yond its authority in allowing benefi-
ciaries an additional grace period
when their COBRA premium pay-
ment checks are off by small
announts.

MARCH:

• Watson Wyatt Worldwide is
pulling out of defined contribution
plan recordkeeping, transferring
those services to First Data Investor

Services Group. Wyatt says the move
is part of its strategic plan to concen-
trate on pure benefit consulting. It
had earlier pulled out of a joint bene-
fit outsourcing venture and also exit-
ed risk management consulting.

I Aided by a booming economy
and the lack of any terminations of
big underfunded pension plans, the
Pension Benefit Guaranty Corp. re-
ports that its surplus hit a record $5
billion in 1998. That's up 43% over
the 1997 surplus and a sea change
from the early 1990s, when its deficit
hit nearly $3 billion.

• Bipartisan legislation introduced
in the U.S. House of Representatives
this month would allow employees to
contribute more to their pension
plans and cut the red tape associated
with administering the plans. Among
other things, the bill introduced by
Reps. Rob Portman, R-Ohio, and Ben
Cardin, D-Ohio, would allow an em-
ployeetodeferupto$15,000 ayearto
his or her 401(k) plan-an increase
from the current $10,000 annual
maximum-and would raise to

$235,000 from $160,000 the employ-
ee compensation that could be in-
cluded in calculating pension bene-
fits. The measure also would ease

pension non-discrimination testing
procedures. Some 6f the bill's provi-
sions are part of a minimum wage bill
that is pending in the House and Sen-
ate.

i An employer, not plan partici-
pants, is entitled to any surplus re-
maining when an overfunded pen-
sion plan is terminated, the 2nd U.S.
Circuit Court of Appeals ruled. The
decision overturns a district court

ruling that granted a nearly $14 mil-
lion surplus to participants in a pen-
sion plan sponsored by Coleman Co.
Inc., which had terminated its plan a
decade ago.

I Legislation introduced in the
House and Senate this month would

require employers to offer the same
coverage for mental disorders in their
health plans as they do for physical
illnesses. The Senate bill would re-

quire full benefit parity for severe bi-
ologically based mental illness, while
the House measure would mandate

parity for all mental disorders. No ac-
tion has been taken on the measures.

MAY:

• International Business Machines

Corp.'s new retiree health care plan
could be a model for other employers
that want to limit their liabilities

while making the benefit more visi-
ble. IBM will provide, for up to 10
years, a $2,500 annual credit, plus in-
terest, to special accounts for em-
ployees age 40 and older. When em-
ployees leave-starting at age 55-
they can draw on the accounts to pay
premiums for IBM-provided retiree
health care coverage.

JUNE:

• A New York Insurance Depart-
ment requirement will bar point-of-
service plans from using experience
rating on the out-of-network por-
tions of their coverage. HMOs in the
state are required to use community

rating, which establishes premiums
based on every employer for a plan in
a geographic region. Previously,
however, HMOs with POS options
had been using community rating
only for the in-network portion of the
plan. Benefit experts say that, as a re-
sult of the ruling, employers with
good experience may shift to pre-
ferred provider organizations, where
experience rating is permitted.

I Participation in smoking cessa-
tion programs and the purchase of
prescription drugs to treat nicotine
withdrawal are tax-deductible medi-

cal expenses and can be funded
through flexible spending accounts,
the Internal Revenue Service deter-

mines. IRS Revenue Ruling 99-28 re-
vokes a 20-year-old IRS ruling that

the cost of smoking cessation pro-
grams was a tax-deductible medical
expense only for those employees
with specific ailments or diseases.

JULY:

I The Clinton administration pro-
poses to expand the federal Medicare
program to offer retirees a new pre-
scription drug benefit. Under the
plan, which would be phased in
gradually, retirees and Medicare
would equally share in the first
$5,000 of prescription drug expenses.
The monthly premium, by the time
the program goes fully in effect,
would be $44. Those employers that
agree to provide prescription drug
coverage that is at least as good as the
coverage offered by Medicare would

be eligible for financial subsidies per
individual of roughly $190 a year for
individual coverage and $350 for
family coverage.

I Premiums will increase 10%

next year for members of the Pacific
Business Group on Health, under an
agreement reached with 11 Califor-
nia health maintenance organiza-
tions under contract with the pur-
chasing group. That rate increase is
double the aggregate increase PBGH
members have experienced over the
last five years.

I A new law in Washington state
will requjre insured plans to provide
access to alternative health care

providers. The law, among other
things, will require access to a wide
range of therapies, including natur-
opathy, massage therapy and
acupuncture, as long as they are ad-
ministered by licensed practitioners.

See Events on next page
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Events
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AUGUST:

I United Airlines will offer its U.S. em-

ployees domestic partner benefits, ending a
two-year refusal to comply with a San Fran-
cisco ordinance requiring the benefits.
American Airlines and US Airways Inc. soon
after follow United's lead.

I Columbia Energy Group is asking the
U.S. Labor Department for permission to
use a new Vermont branch of its Bermuda-

domiciled insurance subsidiary to reinsure
its long-term disability benefits program. If
the DOL approves the filing, a wave of other
employers could follow suit.

SEPTEMBER:

i Maryland insurance regulators can en-
force a new law that bars health insurers

from offering stop-loss policies with attach-
ment points of less than $10,000 for expect-
ed specific claims and an aggregate attach-
ment point of less than 115% of expeeted
claims, a federal judge rules.

• Under fire from thousands of employees
and from members of Congress, Internaton-
al Business Machines Corp. more than cou-
bles the number of employees eligible to
choose to remain in its traditional pension
plan rather than move to its new cash bal-
ance plan.

OCTOBER:

• An unusual case before the U.S.

Supreme Court, Lorii Pegram, M.D., et ai vs.
Cynthia Herdrich, could redefine who.s a
fiduciary under the federal Employee Re-
tirement Income Security Act. The plaintiff
in the underlying case alleged that a doctor
had delayed medical treatment because she
was participating in an incentive plan that
rewarded doctors who held down costs. The

plaintiff alleged the HMO's incentive plan
represented a breach of fiduciary duty under
ERISA. Employers fear that if this is upheld,
health plan costs will increase.

I A conference committee will meet to tly
to iron out differences in patient rights bills
passed by the House and Senate. The House
this month passed-over the objections of
the Republican leadership-legislation that
would allow patients with coverage disputes
to sue health plans and, in certain cases, em-
ployers, for damages allowed under state
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YEAR IN REVIEW-

laws. An earlier Senate-passed bill would
give patients the right to appeal coverage de-
cisions to independent external review pan-
els comprised of physicians but would not
expand patients' right to recover damages.

I Bipartisan legislation introduced in
Congress and backed by the Clinton admin-
istration would require an employer to give
employees much more advance notice and
provide more information when the employ-
er changes its pension plan design and re-
cuees future benefits. Among other things,
tne employer would have to give 45 days no-
tice prior to design changes that could re-
duce benefits and would have to give exam-
Eles of how the design change would affect
any group of employees, such as workers
cver 50, whose future benefits are expected
t 1 be reduced.

NOVEMBER:

• Los Angeles and Seattle both enact or-
dinances patterned on a San Francisco law
that requires city contractors to provide ben-
eZits to the domestic partners of employees.

I Watson Wyatt Worldwide unveils plans
for an initial publicaffeling of stock, the first
such moveby a major benefit consultant.

• UnitedHealthcare, the HMO subsidiary
of UnitedHealth Group Inc., drops its long-
s-anding prior-approval requirement for
physician treatment decisions. finding the
requirement costly and generally unneces-
sary. The move eliminates a key feature of
managed care plans, as well as a key source
of friction among HMOs, physicians and pa-
tients.

DECEMBER:

I New York lawmakers are expected to
h·jld a special session to consider legislation
that would extend or revise a controversial

1996 surcharge on hospital bills and an as-
s€ssment on employers based on the number
ol covered lives in their health plans.

I Group health care cost increases are ac-
c€lerating for employers, according to asur-
vey by William M. Mercer Inc. Employers'
tctal health care costs for active employees
climbed 7.3% to an average of $4,097 per
employee in 1999, compared with 1998 costs
reported in January.

• BP Amoco P.L.C. hires a start-up com-
pany, Exult Inc., to create and operate an ex-
ternal human resources services function for

the global energy giant. The move marks one
of the largest and most sweeping outsourc-
ing contracts to date. m

News
Continued from page 34
Inc. improperly shifted nearly S100 million in in-
come in 1984 to a Bermuda reinsurer it created to

cover damage claims by its shipper customers. If
the Internal Revenue Service prevails in its claim
for taxes in succeeding years, this could mean
more than a billion dollars in additional tax lia-

bilities for UPS. To stop interest and penalties
while it considers an appeal, the shipping compa-
ny takes a $1.44 billion charge against earnings.

I Afreak tornado hits Salt Lake City, causing
more than $150 million in property damage.

• Signs of a market turn in the property/casu-
alty market appear premature. Although the soft
pricing cycle may be bottoming out, most insur-
ens have attained only modest price increases.

I An earthquake ravages Turkey, causing in-
sured losses between $900 million and $2.75 bil-
lion, according to consultants at Risk Manage-
ment Solutions.

I Superior National Insurance Group Inc. files
a $200 million fraud lawsuit against American
Re-Insurance Co. and an affiliate over reinsur-

ance contracts related to Superior's 1998 acqui-
sition of Business Insurance Group Inc. The Los
Angeles-based workers compensation insurer
charges in its suit that American Re and Bermu-
da-based Inter-Ocean Reinsurance Co. Ltd. have

wrongly refused to honor a $175 million reinsur-
ance contract covering adverse loss development
at BIG.

I Insured damages resulting from Hurricane
Floyd are far lower than risk managers original-
ly predicted, even though uninsured flood losses
are among the worst ever to hit North Carolina.
Projected potential insured losses from the hurri-
cane are in the $1.5 billion to $2.5 billion range
for private-sector property damage, according to
EQECAT Inc.

I A massive earthquake strikes Taiwan, and
damages could reach several billion dollars. Al-
though the quake's epicenter was in a sparsely
populated region some distance from the capital
city of Taipei, disruptions to utilities in Taipei
and other industrial centers likely will mean
large business interruption claims, particularly
from the highly profitable semiconductor indus-
try.

i Gunmaker Beretta U.S.A. Corp. files a law-
suit in federal court, seeking coverage for suits
brought against it by municipalities. The suit
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SEPTEMBER:

seeks a declaratory judgment requiring insurers
Federal Insurance Co. and Great Northern Insur-

ance Co. to cover the $150,000 Beretta already
spent in defense costs, all future defense costs
and indemnification for any future damage
awards.

OCTOBER:

I Louisiana Insurance Commissioner Jim

Brown denies conspiracy and other charges con-
tained in a federal indictment against him. The
indictment charges Mr. Brown and others with
helping the owner of a failed insurer avoid a law-
suit by the state. In spite of the charge, Mr.
Brown wins re-election to a third term in
November.

NOVEMBER:

• Passage of financial services reform legisla-
tion could usher in a brave new world for risk

managers. The Financial Services Act, S. 900,
will remove many of the barriers that have pre-
vented banks, insurers and securities firms from
being involved in each other's business.

i The Quality Insurance Congress dissolves af-
ter failing to generate continued strong support
from its members. The QIC's controversial Qual-
ity Scorecard, however, will be taken over by its
co-sponsor, the Risk & Insurance Management
Society Inc.

I Following an August U.S. Tax Court ruling
against United Parcel Service of America Inc.,
customers of UPS charge in a lawsuit that the
shipping giant defrauded them by selling insur-
ance illegally. The complaint demands $14 billion
in compensatory damages, which it seeks to tre-
ble under an Ohio corrupt activity statute.

• Hurricane Lenny's powerful sweep through
the Caribbean causes widespread damage to re-
sorts and commercial residential property in the
islands and prompts initial claims in the tens of
millions of dollars.

I Insurance buyers and underwriters alike
welcome the proposed merger that will create
HLF Insurance Holdings Ltd. The partners,
Lambert Fenchurch Group P.L.C. and Heath
Group P.L.C., are the world's 10th- and 12th-
largest brokers, respectively. The merged firm,
according to estimates, will be the world's fifth-
largest broker.

DECEMBER:

I Swiss Reinsurance Co. announces plans to
purchase Underwriters Re Group Inc. for $725
million. Observers see the merger as a good move
that will enhance Swiss Re's U.S. operations.
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Global Briefs

Italian insurer Assicurazioni Generali

S.p.A. last week won control of Institute
Nazionale delle Assicurazioni, having
gained control of just over 80% of its
smaller rival's shares in a bid launched in

September (BI, Sept. 20). A decision by
the European Union's competition com-
missioner, Mario Monti, as to whether the

takeover will be investigated as anti-
competitive is expected this week....The
International Group of Protection & In-
demnity Clubs will, for the first time, of-
fer reinsurance contracts on a two-year
basis. The group, whose members are the
leading mutuals for ship liability cover-
age, also is offering premium reductions
at its Feb. 20,2000 renewals to reflect a

reduction in major claims.... A.M. Best
Co. has assigned its A+ (superior) finan-
cial strength rating to Overseas Partners
Cat Ltd., a start-up catastrophe reinsur-

ance subsidiary of Overseas Partners Ltd.
Best said the rating is based on an agree-
ment whereby Renaissance Re will pro-
duce and underwrite an assumed portfo-
lio of international property catastrophe
business on behalf of OPCat, that OP-
Cat's risk profile will essentially be simi-
lar to Renaissance Re's catastrophe book
of business, and that OPCat will have

"superior capitalization and operating
leverage in comparison to its peers"....
Moody's Investors Service Inc. has low-
ered to Aa3 from Aa2 the insurance fi-

nancial strength rating of Winterthur
Swiss Insurance Co. The downgrade re-
flects uncertainty about the company's
future competitiveness resulting from its
ownership by Credit Suisse Group and its
revised strategy of concentrating on Eu-
ropean-rather than global-property
and casualty business.... Meanwhile,
Winterthur Swiss Insurance Co. has an-

nounced the acquisition of National In-
surance & Guarantee Corp. P.L.C., a
London-based non-life subsidiary of the
Swedish Skandia Group. Winterthur said
the acquisition will substantially
strengthen its position in the U.K. market
and underscores its aim to further ex-

pand as a leading insurer and provider of
financial services.  Moody's Investors
Service expects to assign an Al insurance
and financial strength rating to Property
& Casualty Insurance Co. P.L.C., the
Nordie insurer to be created by the com-
bination of the non-life insurance busi-

nesses of three leading companies in
Sweden, Norway and Finland (BI, Oct.
25). Moody's has also upgraded to Al its
insurance financial strength ratings of
the three companies involved: Skandia
Property & Casualty Insurance Co. Ltd.,
Pohjola Non-Life Insurance Co. Ltd. and
Storebrand Skadeforsikring A/S. The up-
grade reflects "the strong strategic ratio-
nale for the cross-border consolidation of

companies operating in small domestic
markets".... The Yasuda Mutual Life In-

surance Co. and Fukoku Mutual Life In-

surance Co., Japan's sixth- and 11th-
largest life insurers, are discussing an
agreement that could result in a business
alliance. Moody's Investors Service has
changed the outlook for the respective A2
and A3 insurance financial strength rat-
ings of Yasuda and Fukoku to "stable"
from "negative," following the announce-
ment of the anticipated arrangement.
Moody's said it views the affiliation as
positive and in line with its view that life
insurance companies are increasingly be-
ing required to operate more efficiently
due to tougher competition and poor in-
vestment returns.... The supervisory
board of Allianz Versicherungs A.G. has
appointed Karl-Herman Loewe to its
board of management in Munich, effec-
tive Jan. 1, 2000. Mr. Loewe will head the

finance and accounting division, replac-
ing Joachim Faber, who will head Al-
lianz's asset management and financial
services division. Formerly, Mr. Loewe
was chief financial officer of Allianz's life

insurance unit in Stuttgart.
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Many names staying put
Shift to limited-liability status seen as indication of resolve to remain

By EDWIN UNSWORTH

Many individual names at Lloyd's of Lon-
don not only appear to be committing to stay
in the market, a new study suggests, but they
also are outperforming the suppliers of cor-
porate capital.

Figures published early this month by the
Assn. of Lloyd's Members show that private
investors increasingly are converting to lim-
ited-liability membership from the tradi-
tional unlimited-liability status they have
had throughout most of Lloyd's 311-year
history.

In 1999, about 22% of individual names

provided underwriting capacity on a limit-
ed-liability basis, amounting to £722 million
($1.20 billion). For 2000, however, the per-
centage of limited-liability names is expect-
ed to rise to nearly 49%, or about £1.12 bil-
lion ($1.80 billion).

This year, of Lloyd's 5,500 individual
names, about 4,500 wrote on an unlimited-
liability basis. Next year, about 3,500 are ex-
pected to do so.

Michael Deeny, chairman of the ALM,

Corporate members facing tough times
1997

year of account
Number of Profit (loss)

corporate investors in millions

Members making profits 109 $105.7

Members making losses 93 (169.8)
Total 202 ($64.1)
Source: Llovd's of London forecast

said this shift is significant, as "it strongly
suggests that large number of names are
planning to remain underwriting at Lloyd's
for the long term."

Although corporate investors provided
more than 70% of Lloyd's capacity this year,
some are beginning to withdraw as their
syndicates post substantial losses. Since the
market opened to corporate capital in 1993,
the number of names has dwindled. A

decade ago, Lloyd's reached a high of 34,000
individual names. For the 2000 year of ac-
count, around 5,200 names are expected.

Prospects dim
for 4 syndicates
after capital exit
By CAROLYN ALDRED

LLOYD'S

LONDON-Four of the five

Lloyd's of London syndicates
forced to stop.underwriting last
month when UNUMProvident

decided to exit Lloyd's likely

will go into runoff, despite last-
minute negotiations to rescue
them, accord-
ing to a

Lloyd's offi-
cial.

As the year
draws to a

close, time is running out for
the syndicates, all of which
were forced to stop underwrit-
ing just as the busy year-end
renewal season was getting un-
der way.

Although one syndicate may
well continue to operate if ne-
gotiations succeed, hope for the
others was fading fast last

week, as another proposed deal
fell through.

"I think expectations of a
market rescue have gone," said
David Gittings, director of reg-
ulation at Lloyd's.

Duncanson & Holt Syndicate
Management Ltd. ceased un-
derwriting on non-marine syn-

dicates 55 and

1101, marine
syndicate
1308, aviation

syndicate 957
and space

syndicate 1999 after Portland,
Maine-based UNUMProvident

decided to pull out of the
Lloyd's market and concentrate
on its core disability business in
North America, the United
Kingdom and Japan. The com-
pany provided approximately
75% of the capital to the five

See Syndicates on page 39

Increased risk mana
By EDWIN UNSWORTH

LONDON-U.K. companies and local
governments must improve their risk man-
agement practices as they head into the 21st
century, an insurance executive warns.

Jonathan Bloomer, deputy group chief
executive of London-based Prudential

Corp. P.L.C., said in a speech at the recent
annual dinner of the Assn. of Insurance &

Risk Managers in London that "poor risk
management will destroy shareholder value
and inevitably lead to the withdrawal of
capital from companies with a consistently
poor track record."

He told an audience of more than 800 risk

managers that risk management should be
moved up on the corporate agenda and
should become part of board members' de-
cision-making.

"Risk management awareness needs to be
embedded within the organization as a cul-
ture, with commitment from the most se-
nior levels being channeled to all employ-
ees," said Mr. Bloomer.

1998
year of account

Number of Profit (loss)
corporate investors in millions

43 $61.4
393 (433.4)
436 ($231.0)

With the expected improvement in rates
and market conditions in 2000, the ALM
says members' agents are planning to recruit
new names to start underwriting in 2001.

Capacity supplied by individual names is
forecast to stabilize at about £3.2 billion

($5.16 billion) in 2000, against this year's
level of £3.4 billion ($5.48 billion). The ALM
calls this a "very modest decline" compared
with the £600 million ($994.2 million) fall
from 1998 to 1999.

Mr. Deeny said the ALM's findings negate
See Names on next page

ffERIKA
VALLETTA

PHOTO: AFP

Oil tanker insured for loss
Losses from an oil tanker accident off northwest France

Dec. 12 were unknown as of last week. Coverage on the
Italian tanker Erika was placed in the Italian market, with
protection and indemnity coverage written by The
Steamship Mutual, according to insurance industry
sources. All 26 crew members were rescued when the

tanker broke apart and sank in rough seas. Erika, carrying
about 25,000 tons of fuel oil, was en route from Dunkirk,
France, to Livorno, Italy.

gement focus urged
Risk management practices also must be

developed for new areas of business, such
as e-commerce, he added.

"There is an array of dangers in electron-
ie trading-failurd of (information technol-
ogy) equipment, viruses, hackers, slander-
but the greatest risk is in losing ground to
competitors through delay in capitalizing
on e-commerce opportunities," Mr.

Bloomer explained.
Separately, risk managers in local gov-

ernment offices were urged recently ·to
adopt a new means of measuring the cost of
risk, dubbed the Corporate Health Indica-
tor.

David Fleetwood, chairman of the Assn.
of Local Authority Risk Managers, said this
indicator would assesses not only evident
costs of risks-including insurance premi-
ums, claims, uninsured losses and adminis-
tration-but also the "vast hidden costs" in

areas such as disruptions in services, em-
ployee absence, employment of temporary
staff, replacements for damaged equipment
and unreported damage to town property.

ALARM estimates that the total cost of risk

to a typical local authority could be as high
as 5% of gross revenues.

The indicator also would establish certain

best-practices guidelines for the risk man-
agement process.

In a report to a joint commission of the
Department of Environment, Transport and
the Regions and the Audit Commission on
Best Value Performance Indicators for

2000/2001, ALARM said the cost of risk to
local governments would be better con-
trolled if the indicator were introduced as a

Best Value standard. These standards are a

part of the U.K. government-led initiative
for better corporate governance.

The only way to control the expected rise
in the cost of risk within local governments
is "through quality management with an
embedded risk management culture," said
Mr. Fleetwood.

Risk management should be incorporated
into corporate culture "in a manner which
is measurable and accepted by all," he
added. Eli



38 / Bustness Insurance, December 20, 1999

DWYEENIAFD@ZAL

Names for 88% of the capacity an the 10 worst-per-
formmg syndicates, according to the ALM
"There is no reason to beheve that this posi- Australia evades cyclone losses

Cont:nued frompremouspage tion is any different today," the ALM study
predictions by "many commentators and says PERTH, Australia-011 and Ltd, BP Austrajia Ltd, barrels of oil daily, is typical-
market professionals" that names eventually For 1998, ALM projects that 96% of indi- gas operations on Western Chevron, Shell Australian ly unmoored between five and
would disappear from Lloyd's "The evi- vidual names w111 make a profit or a small Australia's offshore oil Ltd, and the Japanese con- 10 times a year, when (3 -
dence is now that thls is not going to happen loss drilling area, the North-West sortium MIMI, which consists clones pass through the area
As the trading conditions improve, names- Citing Lloyd's figures, the ALM forecasts Shelf, reported no maior of Mitsubishi anc Mitsui Bruce Larson, Perth-based
old and new-will be mcreasing their capac- that individual names wlll earn an aggregate damage after the category-5 Woodside continued operat- external affairs manager for
ity to replacesome ofthecorporate capacity profit of £212 milhon ($34 2 milhon) for 1997 Cyclone John hit the Indian ing its two offshore platforms giant mining company Rio
that is now withdrawing after significant but have a £69 6 rmlhon ($112 2 milhon)loss Ocean coastline last Wednes- and one onshore gas plant Tinto Ltd, said that Rio Tin-
losses," he said for 1998 Corporate members, meanwhile, day throughout the cyclone to's six iron mines in the re-

Lloyd's lS expecting to post marketwide wdl lose a total of £39 8 milhon ($64 1 mil- The most powerful cyclone High seas did, however, gion were kept on "red-alert
underwntlng losses forboth 1998 and 1999 lion) m 1997 and £231 0 milhon($372 3 mil- ever to hit Australia, John force Woodside to disconnect standby " Mr Larson said the

According to the ALM, the malone of hon) m 1998 passed between the populated its moored oil tanker, the railway line and port, owned
those losses wlll fall on corporate members, Evidence that corporate mvestors are wor- areas of Karratha and Port Cossack Pioneer, from a float- by Rio Tinto, had to close due
because Individual names have been selhng ned by the loss trend comes from the decision Headland, leaving little prop- ing production, storage and to heavy rains but that there
capacity on the worst-perforniing syndicates last month of Portland, Maine-based erty damage in its wake de- offloading facility perma- had been no property damage
while retaining capacity on the best-per- UnumProvident Corp to withdrawits £174 spite winds gusting up to 62 nently situated over an oil As Business Insurance went
forming ones milhon ($280 4 milhon) of capacity at mph inland and 180 mph off- and gas field, said Rob Mill- to press, the North-West

From 1989 to 1995, Individual names sup- I+loyd's, the ALM says (see story, page 37) shore house, Woodside's public af- Shelf was bracing itself for
phed 53% of the capacity on Lloyd's 10 best- The association claims this "is likely to be Woodside Energy Ltd op- fairs manager Mr Millhouse the category-1 Cyclone Ilsa,
performing syndicates By comparison, cor- the first of a number of departures as a result erates North-West Shelf ven- said the Cossack Pioneer, which was traveling m John s
porate members since 1993 have accounted of these losses "  tures on behalf of BHP Pty which collects an average 130 wake El
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EXECUTIVE RECRUITERS NATIONWIDE I  NEW YORK CITY HOUSING AUTHORITf INSURANCE AUDITOR
MANAGEMENT OPPORTUNITIES

 Warrantech Corporation has been an in Our clients, leaders in the insurance/Rein-
REOUEST FOR PROPOSAL (RFP) a dustry leader in service contract adminis- surance market, have exciting opportun -

0 Risk Management 0 Insurance Brokerage
FOR BROKERS/CONSULTANTS TO PROVIDE tration for over 15 years Narrantech pro- ties for highly accomplished

vides business services wt ich include war-
GENERALLIAHIL ITY AND/OR \VORKERS' insurance/reinsurance professionals These

ranty management, TPA for Insurance growth positions are conveniently located
O Safety & Loss Control O Risk Management V ' CO\IPENSAIION IN*RANCE SE.RUCES companies, marketing aid training, m in several major market cities

bound and outbound call center teleser-
0 Claims Management Consulting  3 The Authority invites insurance Brokers/Consultants to submit propos- vices, direct mail and help-desk support to Treaty mktg opportunities are available

 ,: als to provide consulting services for the purpose of enhancing the the automotive, consumer products, com- within the Specialty and Regional ses-
Also Ask About Our Temporary Opportunities » Authority's casualty insurance program puter, home and financtz 1 services indus- mer'Its of the P & C sector The successfil '

tries candidates will need 10 yrs + mktg exE
15 James Street, Main Level, Florham Park, NJ 07932 Proposals shall be made in the format outlined m the Request For with respective segment customers andCall 973-765-9000 • Fax 973-765-9009 Proposal packet and shall contain full submission requirements

Packets may be obtained from the New York City Housing Authority,
We are seeking an Insur:nce Auditor for proven track record in writing significant
our Euless, TX office The Auditor will be volumes of profitable treaty businessI1U RK]IARD MEYERS  .,' Risk Finance Division, 90 Church Street, 6th FI New York New  challenged with develooing, executing1,1 'll at ASSOCIATES. IMC York 10007. Completed proposal must be received by 4 30 RM 1 and maintaining insurance risk assess Opportunities are also available for Ac-

www.rmaine.com- « on January 10, 2000. ments and creating effecive solutions to count Executives within the MGA seg- business issues and risks Ensure control ment The successful candidates will need

A proposers conference will be held on December 21,1999 at 10:30 ' measures are in place and insurer require 10 yrs + mktg exp in primary/remsurance
initfPelill[Ii]) Rlm[P'Mdim11121) A M at the Authority's central office, located at 250 Broadway, New i ments are ful filled Communicate with Industry Key components will be develop

York, New York 10007 All inquires for additional information employees at all levels, a, well as outside ment of profitable relationships with Pro
regarding the Request For Proposal may be directed, in writing,  representatives Schedule, direct and man gram Managers, outstanding prospecting,

4 . to Augusto Montan, New York City Housing Authority, 90  age all aspects of audits performed on the sales skills, and a history of successfull',
Church Street, 6th Fl, New York, New York 10007.  company's business by its Insurance carri closing large programs ($5MM +)

Rudolph W. Giultant, Mayor, New York City ers and act as -he company's primary hai- Industry leading compensation program,
3 son 20% Travel Reloc:tion assistance can include base, bonus, options and offer

John G. Martinez, Chairman, NYCHA56/ mort *001 *s **54 available progressive cultures Relocation pkgs are.

Ideal candidates possess strong analytical available For immediate consideration,

al:WLQIm@FB miinrl,QIE skills,ability to multitask detail onented apply in strict confidence toand work with minimal suoervision Quall The Fieldstone Group/Dept· AEM
fications include Bad* or's degree in Fax. (203) 325-1678
business management (preferred) or

T MORE IN THE HIGH COURT OF JUSTICE CHANCERY DIVISION COMPANIES COURT
Email Intlsrch@erols.com

equivalent experience, minimum 7 years
IN THE MATTER OF Audit experience In insurence/reinsurance

THE CHARTER REINSURANCE COMPANY LIMITED Industry, proficient in PC applications -"
FROM YOUR CAREER. AND IN THE MATTER OF THE COMPANIES ACT 1985 (Word, Excel, E-mall and audit software RS Check Us Out

packages)
A€Ve**StreamWiretess Corporation, we're setting the pace m NOTIFICATION TO SCHEME CREDITORS
*14 *Ird,#1ndut«,Thra,Rh Apid growth *nd intelligent acquisition Warrantech offers a conpetitive salary
*4****merted 4 gne of uit nhtlmi'z leading providers ot GSM digital NOTICE IS HEREBY GIVEN that by an order dated 11 October 1999 made In the above and benefits package For immediate con-
·WIN!94 -dommlinlt*von products ard services if mu're looking tora matter, the Court sanctioned a Scheme of Arrangement ("the Scheme") between The sideration app y in confidence by sending
*411*ny ded[dated rt Innowarlon and Luttess, look to VolceStrum Charter Reinsurance Company Limited ("the Company") and its Scheme Creditors (as a cover letter and resume with salary re- We're on the Web

quirements via email to

RISK MANAGER defined in the Scheme) following a meeting of its creditors held on 22 September 1999 On recruit_wcorp@warrantedi com (MS Business Insurance Online!
Ybt: *III n#nage the insuraned, loss control and safely programr and 12 October 1999 ("the Effective Date"), an office copy of that Order was filed with the Word) orviafax (203)406-1641
*madmint#ngon proci:.ident* ind re,pond to lon trend.,select Registrarof Companies and on thatdate the Scheme became effective Please visit Warrantech's web site to view
atld Mati#Zo underwriter and bmher, ensure OSHA complonce and Pursuant to the Scheme, Scheme Creditors have been sent Provision of Information Forms full details about this position at www.busmessinsurmce.com
trnet*ent, retponse and claims fling A Bachelor's degree m Business

or, where appropriate, Broker Statements It is a Provision of the Scheme that tf a Scheme www.warrantech com
ot *quiv and h fean e,pirlence managing i n,4 program required
Stmng nqotlation and decision mal• ng skill= along with demonstrated Creditor wishes to amend any of the Information contained within a Provisioi of
leadership abilte, e,52ntial Computer proficlenc, (Excel. Internet and Information Form or a Broker Statement, he must amend his form and return It to the Joint Publishing Janu.4 10 in
Outlook) dei:red APM and CPCU background preferred Some travel Scheme Administrators within 91 days of the Effective Date Therefore, all amended
requlid Provision of Information Forms or Broker Statements together with all relevant supporting Business
Vokeftream offer: a highly competitive salary and benefits program documentation must be sent to the Joint Scheme Administrators by 11 January 2000.
Forward re:ume to VoiceStream Wireless Corporation,
Attn, Recruiting (ACWDCLT), 3650 13 Ist Avenue SE, Scheme Creditors should note that if their amended forms are not received by the Insurance.
Suite 200, Bellevue, WA 98006 Fax. 425-653-5060. E-mail. Joint Scheme Administrators at the address below by 11 January 2000. they shall be
Memiters@voicestream com bound by the information contained in their forms (with the exception of any

Properly/Casualty Market Repor*information listed under the heading "Provisional Valuation"). This may affect the
--

value (tf any) of Scheme Creditors' claims.

Micefueam
Distribution:

Amended forms must be returned to the following address

The Charter Reinsurance Company Limited Properly/Casualty Insurance
*/WIRELESS c/o PricewaterhouseCoopers Joint industry Forum

St. Philips House
www.voicestream.com

3 St. Philips Central Closing: January 4
We are an equal opportunity employer committed to workforce diversity Bristol 852 OXJ United Kingdom
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Syndicates that the agency was working hard cepted Accounting Principles used Stephen Catlin, chairman of leave it," Mr Fleming-Williams
to find alternative capacity or in the Umted States Catlin Underwriting Agencies noted
homes for the syndicates He also "To find that capital is taking Ltd, also is not fretting Reg Brown, Lloyd's underwriter

Continued from page 37 pointed out that Lloyd's had been flight so easily is worrying," said "Capital providers always have and president of the Chartered In-
DHSM-managed syndicates (BI, working closely with the agency to Mr Weatherstone, who predicted the ability to pull out of the mar- surance Institute in London,
Nov 29),which had a total capaci- find a solution that the "market is ripe for anoth- ket, whether they are corporate in- agreed that feelings in the market
ty of £240 million ($387 million) In the now-likely event that er round of consolidation " vestors or individual names I are mixed

"Recent deterioration in pro- most of the syndicates close, Michael Deeny, chairman of the don't think it's necessarily un- There is a need for excess capac-
lected results of the syndicates has Lloyd's would continue to work Msn of Lloyd's Members, pre- healthy," Mr Catlin said ity to leave the market, but syndi-
led the company to this action, with DHSM to ensure the proper dicted that other corporate m- Syndicates have always come cate closures "are not the right
which will allow (UNUM) to mmi- management of any runoff, Mr vestors will pull out of the market and gone It is part of the market- message for Lloyd's customers,"
mize and manage further costs Gittings noted during the next year place, he said, adding that mem- he said
and losses," an UNUM statement The situation at DHSM, where Corporate investors "may see bers' agencies have always taken Market forces and changing
said several syndicates are likely to be this is turning into an expensive names off syndicates that the conditions have always led to the

Although Marlborough Under- forced to close because one corpo- agencies feel are not performing closing of syndicates, capacity
wnting Agency Ltd had looked at rate investor changed its business well withdrawal just happens a bit
taking on some of the business and strategy, has received mixed opin- Syndicate closures 'are Seven to eight years ago, several faster when a corporate investor
underwnters from syndicates ions in the Lloyd's community dozen syndicates ceased under- pulls out, noted Mr Brown, un-
1308, 55 and 1999, its majority "The Duncanson & Holt situa- not the right message writing in the space of two to three derwriter for syndicate 702, which
shareholder and main syndicate tion is very dangerous potentially for Lloyd's customers,' months because they lost the sup- is managed by Octavian Syndicate
investor, CGU PLC, decided for Lloyd's It is one of the most port of names, Mr Catlin noted Management Ltdagainst the deal, according to An- significant developments facing says Lloyd's underwriter "Lloyd's is a market, and there Lloyd's regulator Mr Gittings is
gus Sladen, Marlborough's man- the market, as it creates a credibil- Reg Brown. will always be syndicates with- not concerned about the "future of
aging director ity issue," said James Weather- drawing and those starting up," the market because of one corpo-

Nevertheless, negotiations were stone, deputy underwriter for syn- agreed Andrew Fleming-Williams, rate investor deciding not to con-
continuing last week with Rich- dicate 861, managed by Brock- a director of managing agent R J tinue " But "what raises concerns
mond Underwriting Ltd, said bank Syndicate Management Ltd experience," and "we believe that Kiln & Co Ltd is the lateness in which lt is being
Andy Ripley, acting managing di- While corporate and individual there will be others" pulling out of The central fund and the chain done," he said, pointing out that a
rector of DHSM investors "both have the right to the market, said Mr. Deeny, at a of security that stands behind major investor pulling out so late

Paul Sandilands, Richmond's make money on syndicates" and recent press briefing (see story, Lloyd's lS the same for all syndi- in the year leaves very little time
managing director, confirmed that are at liberty to pull out, corporate page 37) cates, so a closure does not hinder to find alternative capacity for the
Richmond and the management investors sometimes take a more Others, however, are not so wor- claims payments to policyholders, business before Jan 1
team of syndicate 1101 were dis- short-term view than do individu- ned he pointed out Meanwhile, "the chain of securi-
cussing Jointly taking over the al investors, as they are under Insurance analyst Rob Jones, a In addition, "one can't complain ty that supports the policyholders
management of the syndicate If pressure to produce regular divi- director of Standard & Poor's In- of excess capacity m the market is not affected" by the syndicate
discussions are successful, syndi- dends to shareholders, said Mr surance Ratings in London, said and then complain when some closures, Mr Gittlngs said 
cate 1101 would continue in 2000 Weatherstone that UNUMProvident's departure
with its existing underwriting Names-the individual investors from Lloyd's is not a matter of
staff and without prior-year ac- at Lloyd's who formerly took un- great concern for the market
counts going into runoff, Mr limited liability in the market- "We think that there's a strong Industry networksSandilands said are far more resilient than corpo- possibility that some of the capac-

DHSM also is negotiating with rate investors, he noted ity will find a new home I believe
three runoff agents to ensure a It is vital that corporate in- there lS plenty of corporate capi-
smooth and orderly runoff if any vestors understand the Lloyd's tal" still wanting to back Lloyd's

to form EDI standards
or all of the syndicates are perma- market, according to Mr Weather- syndicates, Mr Jones said
nently closed, Mr Ripley said stone, who pointed out, for exam- "If there was a flood of exiting Exchanging insurance and available in XML format, in ad-

However, itt is in everyone's in- ple, that Lloyd's three-year ac- capital, I would be seriously con- reinsurance data electronically dition to (those of) EDIFACT,"
terest to keep the syndicates oper- counting system is quite different cerned," but that is not the case, around the world could get eas- according to the statement ED-
ational, Mr Ripley said, adding from the annual Generally Ac- he said ier as the result of an interna- IFACT 15 the United Nations

tional Joint venture to create body set up to create standards

Dinosaur model designer wins suit new messaging standards for for the electronic data inter-
data exchange using XML, or change for administration, com-
extensible markup language merce and transport

Partners in the joint venture ACORD, aUS standard-set-
By PAULA WESTON lion Australian ($2 09 million) to sured the society and handled its are the Brokers & Reinsurance ting body for the insurance in-
and KATE TILLEY rebuild the creature, $20 million defense The society will appeal Markets Assn, based in New dustry, and IVANS will be Joint

Australian ($13 million) for lost the award, she said, but would not York, the Reinsurance Assn of contractors for the XML pro-
ADELAIDE, Australia-The potential earnings and $8 million say on what grounds it would base America, based in Washington, lect, both have worked on the

Royal Agricultural & Horticultur- Australian ($5 million) In interest its appeal IVANS Inc of Greenwich, creation of XML standards for
al Society plans to appeal its por- "I suggest that T-rex would The other defendants could not Conn, and Worldwide Insur- U S personal and small-risk
tion of a $31 25 million Australian have been a success on the state be reached ance E-Commerce, or WISe, commercial insurance Mean-
($20 08 million) liability award fair circuit m the U S It had the Judge Millhouse found the scrap which has offices in Chicago, while, WISe will continue to ad-
related to losses from a model di- potential to make millions for its merchant and rigger liable for London and Brussels, Belgium minister the Joint venture and
nosaur that was destroyed by fire owner," Judge Millhouse said 10% of the damages for not fore- XML is a syntax standard, will create a full data dictio-
at a society-sponsored exhibition The Judge ruled that the fire seeing the fire risk The two de- similar to hypertext markup nary

A South Australian Supreme was caused by workers using a molishers, who hired the rigger, language, or HTML, which is Large and small organiza-
Court ludge late last month found welder to dismantle a protective were found to be "vicariously 11- widely used on Web sites XML, tions are seeing XML as a Web-
the society to be among the par- steel tent surrounding the di- able" for his negligence, and the however, allows for the transfer friendly approach that will al-
ties responsible for losses stem- nosaur He found liable the Royal judge held the two jointly respon- of structured data as well as low them to share structured

ming from a fire that destroyed a Agricultural & Horticultural So- sible for 50% of the damages text The XML standards should data with their business part-
40-foot-high, 18-ton model ciety, responsible for 30% of the The judge noted that Mr Limb be ready by the end of the first ners cheaply," said Kevin Ash-
Tyrannosaurus rex in September award, an uninsured scrap collec- faced financial difficulties after quarter of 2000, according to a by, chief executive officer of
1985 tor, 10%, two demolishers who the loss that prevented him from statement from WISe WISe

.Much of the award comprises worked with the scrap collector, filing suit until 1991, list before Until now, the insurance net- Combining the business ex-
loss of potential earnings from ex- 50%, and an uninsured rigger em- the statute of limitations expired works have focused on creating penence gained in initiatives
hibiting the dinosaur in the Unit- ployed by the demolishers, 10% Pretrial procedures further de- electronic data interchange such as (the Joint venture) with
ed States and in films The demolishers had a public lia- layed hearing of the case by eight standards to transact reinsur- new technologies such as XML

The Royal Agricultural & Horti- bility policy, but it excluded their years, Judge Millhouse said ance and large-risk commercial provides a powerful formula for
cultural Society of South Aus- use of a crane Judge Millhouse described the insurance realizing true electronic com-
kaila leased the Royal Adelaide The Supreme Court Judge found dinosaur as "a marvelous con- "However, with advances m merce within the insurance and
Showground where the dinosaur the society negligent for not im- traption" that Mr Limb had built Web technology and an increas- reinsurance industries," said
was destroyed The model's actual mediately calling for firefighters using a small model from the ing emphasis on XML as an al- Jorgen Flemmer, global e-com-
value was estimated at only $2 8 or using water from an onsite hy- British Museum It was activated ternative for sharing structured merce business leader of ERC
million Australian ($1 8 million) drant to extinguish the fire by hydraulics and controlled by data, the (joint venture) part- Frankona located in Munich,

In a Nov 25 ruling, Judge Robin A spokeswoman for CIC Insur- many minicomputers The di- ners decided it was essential Germany
Millhouse awarded the dinosaur's ance Ltd, now part of Sydney- nosaur took Mr Limb four years that their standards be made -By Carotyn Atdred
designer, Allan Limb, $325 mil- based HIH Insurance Ltd, in- to build

Privacy Employers and health insurers had given tarian think-tank in Washington, under- as the ACLU is concerned, law enforcement
the proposals a mixed review at best (BI, scored that employers are not the only ones agencies' access to the data would be too
Nov 8, Nov 1) They fear that complying worried about what the regulations might easy, he said Other concerns cited by Mr

Continued from page 1 with the rules would be extremely expen- do The concerns expressed at the Cato fo- Weich Included the possibility of data being
rule, say some observers sive and would make measuring health plan rum focused on the possibility of govern- gathered from government data banks and

"I don't think Congress has time to move" performance more difficult Employers ment abuse of the information omission of patient consent requirements
within the HHS timeframe, said Neil have also expressed concern about what The proposal has several shortcomings, for release of information under certain clr-
Trautwein, director-employment policy for impact the proposals could have on their said Ronald Welch, a partner in the Wash- cumstances
the National Assn of Manufacturers in ability to manage workers compensation ington law firm Zuckermar., Spaeder, Nevertheless, the ACLU has decided to
Washington But the "convoluted way" that medical treatment Goldstein, Taylor & Kolker LLP and leg- back the HHS plan because "these regula-
HHS has moved on the regulations could The tone of a panel discussion of the pro- islative consultant to the American Civil tions, on balance despite these limitations,"
"light a fire" under Congress to act later posals a few days before HHS announced Liberties Union represent an improvement over the current
next year, he said the extension at the Cato Institute, a liber- Chief among these is the fact that, as far See Privacy on nezt page
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Xerox
Continued from page 1

is working. After retiring, the em-
ployee taps into the account to buy
health insurance and to pay for oth-
er health care-related expenses. But
when the account is exhausted, the
retiree must pay these expenses out
of his or her own resources (BI, May
24).

The Xerox benefits department
declined to be interviewed by Buai
ness Insurance after the article was

published, because "they just want it
to go away," the company spokes-
woman explained.

But benefits experts say the issue
is not going to go away soon. It al-
ready has been a topic of discussion
for several years.

In May, for example, the Employ-
ee Benefits Research Institute in

Washington published a conference
report titled "Severing the Link Be-

Privacy
Continued from previous page
system of protecting the privacy of
medical information.

"We think the status quo is com-
pletely unacceptable," he said. The
proposals would provide a federal
"floor" regarding medical records
confidentiality, allowing states to
adopt more-stringent rules if they
so desire, he said.

Two other speakers at the Cato
forum said that they believe the
proposals would be worse than the
problem they seek to remedy.

The government, rather than in-
dividuals, would decide who
would have access to individual

records under the regulations,
warned Sue Blevins, president of
the Washington-based Institute
for Health Freedom, a market-ori-

ented non-profit research group.
In fact, she said, the proposals
would prohibit health care
providers, health plans and so-

tween Employment and Health
Care."

According to a survey conducted
in November by benefit consultant
PricewaterhouseCoopers L.L.C.,

more than 60% of employers expect
to move to a defined contribution

system for financing health care by
the year 2010.

And the Harvard Business Schoc,1

last month hosted a private meeting
with 100 industry experts to "hash
over the consumer-driven health

care model, which is not the eco-
nomic model we have right now,"
said John Erb, area vp for Gallagher
Benefit Services in Boca Raton. Fla.
Mr. Erb attended the Harvard event

in Cambridge, Mass.
During the meeting, one benefit

manager for a large company assert-
ed that "his CEO wants out of the

health care business," Mr. Erb re-
counted.

"If I'm an employer thinking
about this for the future, I've got to

called health care clearinghouses
from seeking patient authorization
to disclose information under

some circumstances.

The regulations also fail to pro-
vide a private course of action if
medical confidentiality is
breached, she said. Instead of the
wronged individual recovering
damages, the government would
be the beneficiary of any penalties
levied.

Solveig Singleton, Cato's direc-
tor-information studies, also ques-
tioned whether the rules would ac-

tually benefit the people they were
designed to protect. Like Mr. We-
ich, she expressed concern over the
expansive access to records that
would be enjoyed by government
agencies under the HHS proposal.

The "ultimate result" would be

to be "least protective of privacy
where the government is most
heavily involved," such as law en-
forcement, she said.

Ms. Singleton also questioned
the bias against private access to

arvi
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be very sensitive about communicat-
ing it to employees," observed Barry
Barnett, a principal at Pricewater-
houseCoopers in Teaneck, N.J.
"Since time immemorial, health care
has been viewed as an entitlement."

Employers want to get
out of the health care

business, says Ralph
Kimmich of Southwest

Airlines Co.

Employers, though, understand-
ably want to get out of the health
care business, said Ralph Kimmich,
director of benefits and compensa-
tion for Southwest Airlines Co. in
Dallas.

Federal mandates requiring more-
expansive coverage and eroding em-

information contained in the pro-
posals. Consumers can benefit
from some marketing efforts based
on medical information, she said.
"The business side of medicine ac-

tually translates into treatment,"
she said, and she insisted that citi-
zens should be "primarily" con-
cerned about privacy risks posed
by government access to informa-
tion.

Speaking for the government,
Gary Claxton-an HHS deputy as-
sistant secretary--said that

HIPAA did not allow HHS :o draw

broad-enough privacy rules be-
cause it limited HHS' task to over-

seeing electronic data. He pointed
out that electronic data covered by
the proposal includes computer
printouts.

"We still strongly support
Congress enacting" more-compre-
hensive legislation, said Mr. Clax-
ton.

Ed Hudgins, Cato's director-reg-
ulatory studies, moderated the dis-
cussion. Ell
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ployers' protection from liability un-
der the Employee Retirement In-
come Security Act of 1974 are mak-
ing employee benefits an increasing-
ly risky business, Mr. Kimmich said.

"If more oppressive government
regulation is enacted, more employ-
ers will move toward a defined con-

tribution health and welfare ap-
proach," he predicted.

Under such an arrangement, "em-
ployees would get an MSA-type of
program and take responsibility for
buying their own health care," ex-
plained Mr. Kimmich, referring to
medical savings accounts. "There
would be less employer involve-
ment."

MSAs cuTently are available only
to companies with 50 or fewer em-
ployees, though the U.S. House has
passed a bill, H.R. 2990, that would
make the tax-favored accounts

available to all employers (BI, Oct.
11). With such accounts, employers
give employees a fixed sum to pay
for health care expenses on a pay-as-
you-go basis and to purchase catas-
trophic health insurance. The funds
are not taxable income for employ-
ees as long as the MSA is used for
those purposes.

"In the future, employers will give
employees a dollar amount, and then
they would buy from a menu of ben-
efits available in the marketplace,"
predicted Suzanne Mercure, a prin-
cipal at health care consultant Bar-

rington & Chappell in Falls Church,
Va. Ms. Mercure also is the former

health programs manager for Edison
International in Rosemead, Calif.

The plans will "not necessarily be
company-sponsored. They could be
individual plans," she said.

Ms. Mercure said she also envi-

sions the creation of health care pur-
chasing cooperatives, or "mega-ben-
efits firms," that will make such a
menu of health plans available to
employers via the Internet.

But before such a system can be
jmplemented, there would have to be
significant changes in tax law to as-
sure such contributions would not be
taxable income for workers, and
changes in the way health insurance
is underwritten, benefit experts say.

"Tax law is a deterrent," ex-
plained Tom Wildsmith, a policy re-
search actuary at the Health Insur-
ance Assn. of America in Washing-
ton. "Employer-provided health in-
surance is not taxed as income. If

you get rid of that tax break. . .there
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would be a net decrease in the num-

ber of people who buy insurance"
because aftertax dollars would not

go as far in purchasing coverage for
individuals, he explained.

In its May conference report, titled
"Individual Choice Initiatives: Anal-

ysis of a Hypothetical Model Act,"
EBRI concluded that if tax breaks

were eliminated for coverage bought
by employees and the self-employed,
"the number of individuals covered

by employment-based insurance will
decline from about 152 million to be-

tween 68.9 million and 78.1 million."

Employers currently deduct 100%
of their health insurance premiums,
while the self-employed can deduct
45%.

That tax break "reduces the cost

of insurance to employees by up-
ward of 40% to 50%," EBRI estimat-
ed.

Fundamental changes in the way
health insurance is underwritten

also would be necessary if the nation
were to switch to an individual mar-

ket from a predominantly group
market, experts said.

"The market's not ready," asserted
Mr. Barnett of PwC. For individual

coverage, "insurance companies rate
people by health status, so older,
less-healthy workers would have to
pay significantly more than younger
workers."

An individual market approach
also could be financially detrimental
to managed care plans, suggested
Mr. Erb of Gallagher. Less-healthy
people would gravitate toward the
plans considered the most generous,
he explained.

"You could retrospectively adjust
the premiums so plans experiencing
adverse selection would be subsi-

dized by those with more money," he
said. "It's a concept that obviously
needs a lot of work."

In addition, individually rated
health insurance is more expensive
than group health coverage, noted
Mr. Wildsmith of the HIAA.

"For the majority of working
Americans, the group-based system
works pretty well," he said. "Admin-
istrative costs are lower; premium
collection is easier. It also cuts mar-

keting and distribution costs."
By switching to an individual

market, "you would lose the
economies of scale and the ability to
piggyback on the administrative sys-
tems of employers" that, for exam-
ple, allow automatic premium de-
ductions from payroll, he explained.

"If, in fact, the whole country went
to an individual market approach,
the industry would have to be reor-
ganized," said Helen Darling, a sen-
ior consultant at Watson Wyatt
Worldwide in Stamford, Conn., and
a former Xerox benefit manager.

For example, "in most states, an
individual can't even buy health in-
surance," she said.

She also suggested that people
who are less healthy and require a
lot of health care likely would end
up in "pools" similar to high-risk
pools for auto insurance.

But Mr. Barnett of PwC said that

while the concept may need work, it
should not be ruled out.

"Ten years ago, it would have been
hard. But now, with the World Wide
Web and e-commerce, it can be
done. Employees can educate them-
selves and buy through the Web. It
removes the administrative burden

on employers. They're out of the risk.
They just have to figure out how
much to fund."

While the transition may be diffi-
cult for some employees, Ms. Darling
predicted that a consumer-driven
approach to financing health care
ultimately "could be a positive de-
velopment."

"If you hold the contribution to a
fixed amount, the employee will feel
it more and they'll start to pay atten-
tion," she said. "They'll certainly be
more cost-conscious consumers." Eli
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Commentary Calhoun ties as possible-as well as the peo- Today's soft rate environment
ple to lead these efforts-and to try "forces you to make some of those

Achieving closure to support them decisions, and this is what I did,"

Contznued hom page l "I think that the e-commerce said Mr Calhoun "I don't think in

ery couple of years," said Mr Cal- world is going to ignite and acceler- either one of these cases it really was
houn ate at a rate most of us probably central to our sort of game It was-

on issues of 1999 Heading a hghting company is not can't imagine," said Mr Calhoun "I n't, frankly, that tough a decision,
really all that diferent from leadmg think that's the most unportant though we're sensitive to supporting
one of the world s largest reinsurers, thmg for a lot of us, whether pnma- our chents "

These early days of winter are a time for many people to look back at said Mr Calhoun "I think there's a ry or reinsurer I think it's just gomg There are no plans to withdraw

the year and reflect on accomphshments, missed opportunities, change milhon skills that you can transfer" to become a very important distri- from other lines, said Mr Calhoun
Thls mtrospection could result from a sense of time running out as the from one mdustry to the next, he bution game" "I think we're done with that"

calendar runs its course, especially at the end of a century Or, it could said Mr Calhoun said he has seen oth- Right now, ERC is "just trying to

have somethmgto do with seasonal affective disorder "I don't care who you are, when er industries where e-commerce is make sure we get the rates we need"

So amicted, I decided to examme some of the issues and events ex- you run a company as big as these looked at and considered as some- in its casting books of business
drfferent businesses," you rely on thing forwhichthe"goodoldstrate- Employers Re does have its eye on

plored in this column over the past year and to update what has come others' technical and financial slalls gic approach" can be used, with the Bermuda, said Mr Calhoun, refer-
to pass smce I brst wrote about them. rather than domg everything your- company considering where it needs nng to the recent moves there by

self It is the leader s job to encour- to be over a flve-year period several remsurers There are "some

In March, I apparently struck a nerve with my account of the tra- age and coordinate teamwork and But, "I think this is one change in senous compel:tve games out there,
valls of airline travel It soon became apparent that I could wnte about create a vision, he said thls world that none of us can plan " and I think the environment out
this topic on a weekly bams and would not soon run out of matenal Mr Calhoun added that he can E-commerce is gomg to take off, there is npe, certamly, for the catas-

In spite of my acerbic commentary on the dismal state of airhne ser- call on his knowledgebaseaswellas "and we re all going to have to pre- trophe folks," while Bermuda also
people he knows from his long ca- pare to deal with it" offers tax and regulatory advan-vices, I did not discern any nobceable improvement m airline amval

times, space m overhead compartments, quantity of miniature pretzels reer at GE to help "along the way" Mr Calhoun lS less sangume tages "We view that as a real seri-

or ticket pnces In fact, my fortunes actually deteriorated later m the
But Mr Calhoun is not entirely about the opportumties presented ous competitive threat "

new to ERC "Fifteen years ago, I by the frnancial services moderniza- "We have to also look at what we

year when, on two successive tnps in October, two diferent airlines had the opportunity to participate tionlegislation just signed into law can do in Bermuda, and we may
saw fit to detaln my luggage in the acquisition of ERC, and so I Other than raising the stock prices have to partner wlth somebody, we

Clearly, more airhne managements need to be readmg Busmess In- got to know the team of people then of primary insurers that may be ac- may have to do something there, but
surance to learn of ways to make the customer happy Ill get our circu- at ERC, and frankly I was very qulsition targets, "I don't see a big I don't want anybody to be able to
lation department on that nght away much m favor of the acquisition and impact," he said one-up us "

very impressed with the people," he Discussing the mdustry's merger Meanwhile, Mr Calhoun noted

In Apnl, I hit upon what I felt was a bnlliant scheme-er, plan-to said and acquisition activity, Mr Cal- that the capital markets' relation-

create my own captive domiclle in my garage ERC has had a "wonderful track houn said, "I think most of the con- ship with the reinsurance industry

My idea was inspired by the rush of junschctions record since then " he said "T sohdation has occurred, though has been slow to develop, "and
jumped in bhndly and willingly" clearly there's some left " He said there's an awful lot of maturmg" to

around the world eager to get mto the captive At the same time, the CEO ac- big remsurers wall contmue to make do Nevertheless, the opportunities
r game I felt my clean, dry garage compared quite knowledges he still has a lot to learn opportunistic acquisitions m spe- there are very real, he said "I think

favorably with such domiciles as Montenegro, "There's a milhon insights I still cialty areas, but they w11 not be of it'S a game that GE and GE Capital
New York and South Dakota have to gain I know that" the same magmtude that has been and our ERC business ought to be

Unfortunately, I was soon visited by Treasury But he has already reached some seen the past five or six years "We verygoodat "

Department ofhcials who advsed me that they conclusions about the remsurance look everyday," he mud Although ERC has not done much

do not take kindly to the estabhshment of tax busmess, including the need for One area ERC has recently con- in this area to date, it is "clearly a

havens within U.S borders What a relief that no higher rates "It's not hard to know . centrated on expanding iS highly priority of mine to be able to say
what's gomg on m our mdustry protected nsks It bought renewal we're as good as anybody else onone had yet sent me their $10,000 application fee,

despite assurances from a certam New Jersey
There's an enormous need to move mghts to Kemper's HPR busmess in that game " But for now, there is
rates up," Mr Calhoun said "I don't October, and in 1997 acquired the still time as the market doesn't ap-

reinsurance broker that he would do so
thlnk lt takes a rocket scientist to Industnal Risk Insurers pool (BI, pear to be taking off, he said

So I dropped the captive domicile plan and am figure out the state that we're in" Oct 18, Dec 22,1997) But no big changes m ERC are
now conmdenng creatmg an Internet-based keno gambling empire m and the need for a better return on Mr Calhoun said the hospital planned, said Mr Calhoun "I think
my spare time I'm not tellmg where the server wlll be located so those capital business acquired with those deals we have a frrst-class busmess and

Treasury guys don't come back Listenmg to the underwnters' particularly complements ERC's ex- first-class team " While Mr Cal-
views on pncing is important, said istlng book of health care business houn said he is "sure to make a few

June brought news of the frrst long-term medical research into the Mr Calhoun "I thmk the under- "It blends very nicely with our busi- changes here and there they're not

health nsks of cigar smoking A team of lolljoys from Kaiser Perma- writers know what we can expect ness, and it also, I think, has some dramatic, and I expect us to just

nente found that cigar smokers are at h*er nsk of developmg vanous out there by way of long-term prof- synergles with our overall health move forward"

lethal health problems than non-smokers itability, and nght now, they're feel- care busrness That's just a game we Mr Calhoun declmed to comment

I wrote how disappointmg it was that such a trendy pastime, already
mg under water relative to risks hke, and we think we can do it pru- on the competition represented by
we've been writing, and now we've dently " Berkshire Hathaway's General Re

so welcome at restaurants, sporting events and government buildings, got to do somethmg about that " ERC has recently announced ltS Corp acqwsition General Electnc
was now hkely to fall out of pubhc favor To add insultto mjury, no Mr Calhoun is particularly en- departure from facultative property does "hke to be No 1 or No 2 in our
doubt the Umted States w111 normalize relations with Cuba Just thusiastic about e-commerce's po- reinsurance (BI, Oct 25) "We just held, but that's up to this leadership
around the time smokmg a Hoyo de Monterrey Double Corona from tential role in the industry didn't think we had the stomach to figure out how to diferentiate"

Havana becomes passa There's some ternfic opportum- to ever make a decent return, and from the compebtion, he said

So I'm stul m search of something to replace burning fragrant dned ties" m this area, he said "There's a I think we just finally admitted to .We certainly are one of the big

plant bundles m my mouth-something chic and a httle diferent I'm lot of (managmg general underrvrit- that," said Mr Calhoun, noting the global players now," said Mr Cal-

thinlong Pokamon tattoos ers) out there, I think, who w111 returns In that business have been houn "It's a question of applying
translate therr underwnting slall set very weak Continumg in that bum- creativity not to pick on the other

In September, I shared my relief at survivmg the harrowing 9-9-99, to an e-commerce-based model for ness would have "done more dam- guys"
dellvery age than good, and it was tlme to Mr Calhoun has been named as a

armed with only a Swiss Army knife and a hrmted supply of minibar
"When they do and as they devel- back off," he said possible successor to GE Chairman

hquor bottles After wntmg of my elation at avoidmg the nsk of a total op, I don't thmk there can be a more ERC had a similar attitude m and CEO John F Welch "That's a

electronic meltdown m a foreign country, I also survived 10-9-99, 11-9- efficient way to transfer nsk" than making its decision to leave the decision that's made by a bunch of
99 and 12-9-99, only I haven't had an opportumty to tell you about it usmg reinsurers, he said medical hability business, he said guys you'd have to ask," said Mr
until now I'm feellng so darned confident about besting this nullenni- E-commerce wlll change the in- (BI, Nov 15) "We just had a diffl- Calhoun "I've never once shopped
um critter, I Just might break rnto my stockpiles of bottled water, beef surance industry, as it has others, cult expenence in it We agam did- my next job They keep lust chal-

Jerky and toilet paper and spend some of that gold bulhon before Dec though it wlll take longer because of n't feel hke we were going to have lenging me with bigger thmgs "

31 rolls around regulatory constram:s and product the stomach to do what needed to be As to how long he is hkely to stay
complexities, said Mr Calhoun He done We lust coul(in't see our way in his current job, Mr Calhoun said,

In November, I noted the disturbing trend of state and local govern- said he considers it his Job to devel- tomaking a realbuckin that game, "Ateverylob, I expect tobethere for
op as many e-commerce opportum- and we decided to get out" hfe, and this one's no diferent " Mments jumping on the 11tlgatton bandwagon and hiring pnvate plam-

ttffs attorneys to flle multmilhon-dollar civillawsuits against various
product manufacturers

Smce then, however, the U S government also has decided to grab Barkley
las according to the NBA's workers

"In the NBA these days, almost comp administrator
for its share of the pie before it's divided into 50 shces-make that 51, all of the contracts, especially Mr Barkley sustained a work-
counbng the always revenue-hungry Distnct of Columbia The Umted Contmued from page 2 those for stars, are guaranteed," related injury, and "work-related

States recently announced it is plannmg to file a civlllawsuit against wlll sideline him for the rest of the Mr Diamond said "Because they injuries are covered by workers

tobacco compames and gun makers season, which he had previously are guaranteed, the team is going compensation," said Marc Blu-

Do you thmk the e-commerce industry is big and is permanently al- announced would be his last to take on the Insurance" mencranz, executive vp of BWD

tenng the economy? Wait untll the htigation juggernaut picks up Because the contract is guaran- "For the Rockets, the issue is if Group m Jencho, NY, which ad-

steam teed, Sir Charles as he lS known they want to pay the premium on ministers workers comp coverage
among basketball fans, is entitled a one-year deal, assuming they written by the NBA's Bermuda-

And, fmally, earher this month, I wrote that health Insurers should to receive his entire salary, which can even get a policy on Charles," based captive, Planet Insurers Ltd

get out of the medical decision-malong busmess and stick to fmancing
the Houston Rockets must pay Mr Diamond said Unlike other states that do not

Inlury coverage, whether "Simply because of the fact it's provide workers comp benefits to
claims Smce then, my health insurer has canceled coverage for me and bought by the team or figured mto a one-year deal and the fact that professional athletes (BI, Aug 12,
everyone else with a surname of Winston. Just kidding. the player's total compensation, is he is 36 years old, lt would be 1996), Texas regards pro athletes

Best wishes to all m Y2K part of standard contract negotia- tough to hnd an insurer to cover as Just another class of employees

Ed:tor Paut D Winston's commentaly appears fortnightly He can tions, explamed Allan Diamond, a him," he said entitled to workers comp benefits
partner in the sports and enter- In addition to his full salary, Mr for on-the-job inluries, according

be reached at pwmston*rain com
tainment practice of the law firm Barkley also is eligible to receive to the Texas Workers Compensa-
of Hughes & Luce LLP in Dal- workers compensation benefits, tion Commlttee mm
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Costs tions whose revenues exceed $1 tributed to a rise in workers comp Updates
billion, allowing users to compare insurance premiums
themselves with organizations of Those premium costs jumped to LTD cap doesn't violate ADA: CourtContinued from page 1 a similar size 48 cents per $1,000 of revenue

Gamble "With premiums, the "I find this extremely useful," from 36 cents the year before Re- Contmued from page 2
changes are usually marginal Ms Mitro said of the new section, tained workers comp losses fell to This disparity prompted the plaintiff, known as Leonard F,
from year to year, that's not nec- which she uses to determine how $152 per $1,000 of revenue in who suffers from severe depression, to sue his former employer,
essarily the case with retained costs for Hillman, a diversified 1998, from $1 57 per $1,000 in Israel Discount Bank and later MetLife, the bank's LTD insurer,
losses " holding and investment company, 1997 alleging that the policy violates the ADA (BI, Sept 4, 1995)

While U S risk managers compare with those of other firms The survey also showed a grow- Last February, Leonard F settled his claim against Israel Dis-
watched their cost of risk rise, the Survey results were based on ing concern among risk managers count Bank for an undisclosed amount As part of the settlement,
average cost in Canada fell to its questionnaire responses from 737 regarding employment practices the bank agreed to adopt an LTD policy providing equal benefits
lowest level in the last 10 years U S respondents and 79 Canadian liability risks Of the 737 U S re- for psychiatric and physical disabilities (BI, Feb 23, 1998)
Declines in property/casualty respondents spondents, 212 reported purchas-
costs led the reduction in Canada, Respondents included deputy ing separate EPL coverage, at a Award against DaimlerChrysleraccording to the survey members of RIMS, members of the total cost of $39 5 million in pre-

The survey, which lS conducted American Society for Healthcare miums CHARLESTON, S C -DaimlerChrysler Corp plans to appeal a
annually, shows that in 1998, re- Risk Management, certain Ernst Last year, 172 respondents from $259 million damages award in a product liability lawsuit related
tained liability losses for U S re- & Young clients and other compa- a pool of 876 surveyed reported to a 1994 accident in which a child died
spondents rose sharply, to $ 1 62 nies that responded to the previ- buying the coverage in 1997, for a A jury originally awarded the child's family $12 5 million in
per $1,000 of revenue from $1 17 ous year's questionnaire total of $19 1 million in premi- compensatory damages and $250 million in punitive damages
per $1,000 in 1997 Figures for US banks were ums US District Court Judge Falcon B Hawkins in Charleston, SC,

Overall, liability costs per based on deposits and therefore Property risk financing costs earlier this month upheld the punitive award but reduced the
$1,000 of revenue increased to were not included in overall ratio moved up in 1998 to $107 per compensatory damages by $3 5 million
$243 in 1998, up from $1 93 in results The bank figures are in- $1,000 of revenue from 93 cents Kenneth Gluckman, assistant general counsel for Daimler-
1997 cluded in survey data on items per $1,000 in 1997 Retained loss- Chrysler Corp in Auburn Hills, Mich, said "a large portion of the

While those costs were rising, such as limits and retentions es showed a significant Jump to 53 verdict is insured," and the automaker has adequate reserves to
average liability premium costs where deposits are considered as cents per $1,000 of revenue, from cover the uninsured balance
moved up only slightly, to 79 cents 34 cents per $1,000 in 1997 The case stemmed from a lawsuit against Chrysler following the
per $1,000 of revenue in 1998 from The survey said that, while the death of 6-year-old Sergio Jimenez II, who was thrown from his
76 cents per $1,000 in 1997 Retained liability losses increase in self-assumed losses family's 1985 Dodge Caravan when the minivan was struck by an-

Ms Mitro, who lS a member of can be attributed to changes in other car An attorney for the plaintiffs argued that the child's
RIMS' benchmark steering com- make up a'very the composition of the respondent death could have been prevented if Chrysler had replaced a faulty
mittee, pointed out that retained volatile segment of the pool, "the volatility of the results liftgate latch
liability losses make up a "very cannot be ignored "volatile segment of the cost of cost of risk,' according Judge Hawkins wrote in his decision that Chrysler's engineer-

But while some property costs ing department was ordered in 1985 to study how to strengthen
risk," and 1998 proved to be a to Sue Anne Mitro. were up, property premiums costs the rear door latch and support structure "In this case there was
year in which suivey respon- fell slightly in a continued soft evidence that Chrysler had subsequent knowledge of problemsdents-and the overall cost of market, the survey notes Those with the latch and was unwilling to correct the design defect or
risk-were particularly affected costs were down to 56 cents per notify consumers of the situation," the ludge wrote
by those losses revenue $1,000 of revenue, from 59 cents A DaimlerChrysler litigation spokesman said "the jury wasThe survey considers the cost of While U S risk managers per $1,000 in 1997 forced to reach a verdict without knowing the most cntical facts-
risk to consist of the following in- watched their cost of risk rise, U S companies saw administra- namely, that the driver caused the accident by running a red light,
surance premiums, retained loss- those in Canada enjoyed their tive expenses rise to 51 cents per and the child would have lived if he was wearing his seat belt, as
es, internal administration, out- lowest cost of risk in 10 yeais, ac- $1,000 of revenue in 1998, from 46 required by law Because of these errors, the plaintiff's lawyers
side services, including consult- cording to the survey cents per $1,000 in 1997 Those were able to present a highly misleading account of Chrysler's
ing, captive management and oth- The cost of risk in Canada fell to expenses include costs for outside conduct "

er vendor services, financial guar- $1 74 Canadian ($1 18) per $1,000 services, which partly consist of The liftgate latch, Mr Gluckman said, met all government stan-
antees, and fees, taxes and similar Canadian ($678) of revenue in consulting and TPA fees, broker dards at the time of its placement in new vehicles This latch de-
expenses 1998, down from $2.13 Canadian compensation, captive manage- sign has since been phased out as models have changed Verdicts

The results are intended to be ($1 44) per $1,000 Canadian in ment, and costs related to risk such as this send the message to manufacturers that "no matter
used by risk managers to bench- 1997 management information systems what you do, you're at risk, and that's not a useful situation," Mr
mark their risk management func- Liability costs fell to 76 cents The average risk management Gluckman said

tions The survey ean be used to Canadian (52 cents) per $1,000 department budget rose by just Reese Joye, a senior partner at Joye Law Firm LLPin North
determine, among other things, Canadian of revenue in 1998, one cent, to 25 cents per $1,000 of Charleston, SC, who represented the Jimenez family, said if
how a company's cost of risk down from 83 cents Canadian (56 revenue in 1998 That scant in- DaimlerChrysler is "putting profits before consumer safety, then
stacks up against that of others ln cents) per $1,000 Canadian the crease came even though the aver- lawsuits, hopefully, will have a way of correcting that problem "ltS Industry year before Property costs age department added 12 em- DaimlerChrysler intends to appeal the verdict and is optimistic

Ms Mitro, who is manager-risk dropped to 72 cents Canadian (49 ployees to its staff last year that lt will be overturned due to trial errors, according to Mr
and insuiance at The Hillman Co cents) per $1,000 Canadian last The survey also found that risk Gluckman

in Pittsburgh, said she uses the year, down from 94 cents Canadi- managers are more frequently ex-
annual survey for several tasks, an (64 cents) per $1,000 Canadian ploring the idea of integrated risk Briefly notedincluding sizing up her company's in 1997 programs, although the number of
cost of risk against industry aver- Administrative costs ln Canada, respondents who have actually Itasca, Ill -based broker Arthur J. Gallagher & Co. has formed
ages, preparing risk management which include costs for outside put together such programs didi an exclusive relationship with Associated Risk Managers Interna-
reports for management, and pei- services-including broker com- not increase tional, an insurance distribution network composed of more than
forming due diligence on potential pensation, consulting fees and 400 independent insurance agencies The alliance will give Gal-
acquisitions In addition, she said third-party administrator fees- Copies of the 1999 RIMS Bench- lagher and ARM access to each other's broad array of products,
Hillman uses the results to evalu- were up to 51 cents Canadian (35 mark Survey are aumtable jtom Insur- programs and services, expanding the choices available to clients,
ate whether the companies with cents) per $1,000 Canadian of rev- ance Publishing Plus Corp, Suzte 500, the companies said Shareholders of the struggling Australian
which lt lS considering doing enue, from 46 cents Canadian (31 11690 Technology Dr, Carmet, Ind multiline insurer GIO Australia Holdings Ltd. voted overwhelm-
business are carrying insurance cents) per $1,000 Canadian in 46032-9952 Telephone orders can be ingly last week to be acquired by AMP General Insurance Ltdlimits that are in line with 1ndus- 1997 placed at 800-211-3257 or 317-843- Shareholders accepted an offer for outstanding GIO stock of $2 53
try averages U S risk managers saw their 2523, and fax orders at 317-816-1001 per share, down from $3 05 last month, due to continuing losses in

The 1999 survey contains a new workers compensation costs move Orderzng mformation also m avaelable GIO's troubled reinsurance division, which has been put into
"All Respondents" report, which up slightly last year, according to at www ey com/nskmanagement/sur- runoff The Reinsurance Assn. of America has admitted six
compares costs for organizations the survey The increase to $1 96 vey The cost ts $395 for RIMS mem- reinsurance intermedlaries as its first reinsurance broker affiliate
with less than $1 billion in rev- per $1,000 of revenue from $1 93 ben, $445 for RIMS assoczates, and members A key GOP lawmaker has vowed to push legislationenue against those for organize- per $1,000 in 1997 is mainly at- $495 for others requiring parity in health insurance coverage for treatment of

mental illness Rep Marge Roukema, R-N J, cited a report re-

Breaking down the cost of risk leased last week by U S Surgeon General David Satcher showing
that many Americans suffer from diagnosable mental disorders
but do not receive treatment In a statement, Rep Roukema said1990-1998 components of the cost of risk per $1,000 of revenue she will press House Speaker Dennis Hastert, R -Ill , and the Re-
publican leadership "for immediate action on this issue when the

Costs 1998 1997 1996 1995 1994 1993 1992 1991 1990 House reconvenes in 2000 " All major health insurers in New
jersey have agreed to cover the costs for patients enrolled in can-

Liability risk financing $2.43 $1.93 $2.51 $2.50 $2.55 $3.29 $3.14 $2.20 $2.80 cer clinical trials, Gov Christine Whitman announced The move
comes after a group of health insurers, legislators and drug mak-

Workers comp risk financing 1.96 1.93 1.87 2.44 2.82 3.42 3.81 3.00 2.50 ers Joined together earlier this year to study the issue of expand-
ing cancer clinical trials It lS estimated the move will cover be-

Property risk financing 1.07 0.93 1.07 1.24 1.31 0.93 0.96 0.90 1.00 tween 150,000 and 175,000 New Jersey patients next year New
York Gov George Pataki last week signed legislation modifying

Risk management the assessment criteria for the state's workers compensation sec-
department budget 0.25 0.24 0.15 0.18 0.22 0.17 0.18 0.20 0.20 ond-injury fund Under the law, the second-injury fund assess-

ments on New York insurers, self-insurers and policyholders will
Other Costst 0.26 0.22 0.17 0.13 0.14 0.21 0.08 -- (0.10) be based on premium rather than on claim payments Mary

Hennessy, formerly president and chief operating officer of Irv-
Total cost of risk2 $5.71 $5.25 $5.70 $6.49 $7.30 $7.70 $8.30 $6.40 $6.10 ing, Texas-based TIG Insurance Co , has been named president

and COO of Overseas Partners Ltd , a Bermuda-based captive in-
1 Prior to 1994, other costs Included outside services and capave costs (proms), subsequently included m premiums 2 Because the survey used only com- surer affiliated with the United Parcel Service of America
plete responses for each category, sums for each year may not match totals Inc .New York-based Atlantic Mutual Cos lS launching a
Source Risk & Insurance Management Society Inc surety division, Atlantic Mutual Surety, in January
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f New millennium calls for change A Bi Insurance Index
2,200

By MYRON M. PICOULT "Ooh, yes By all means, take that to the bankl" 2,150

and JODI PICOULT van LEER

Special to Bugnes Insurance Donothing wmed pink "Why, this yeafs a comebackl

'Twas the mght before Chlistmas and all through the firm
You know tliat we're finishing m the black

After last yeaks clisaster, insteacl of just quitting 2,000 .............".........
Every single employee was statting to squimi

We diligently stuck to our knittingFirst ri,mors of no Chnstmas bonus cash

Then a swift cancellation of the holiday bash Now, OK, we'Ke got issues but that is nitpicking
We raised pnces, and I'll have you know that tliey're sticking"And Almost Donothing, their mvered CEO,

Was down to his very last ho-ho-ho
Then he said sotto voce, like an undetworld crook,

'11 we have to, we'll jitst reunderwnte oiu lxok "
No celebrating for himt He was focused and steady

On making si,ne that his film was Y2K ready
Clalis reached into his pocket "Please, excuse ol' Santa

GII-I
He sat at computers that stood to confound hun, But this bunk makes me crave a swift hit of Mylanta " 1,700 -

Empty cattons of Chinese food scattemd arouncl him He appeel back his head and coated his belly, 10/29 1115 11n2 11/19 11/26 12/3 12/1012/17

He'd looked at the billmg, was checking it twice
Whtch shook while he drank, hke a bowl full ofielly

To see if the millennium would be naughty or nice "Now," he said, Wiping his mouth with a shrug Source CNET /nvestor (investor cnet corn) Boulder. Colo

'You and your cohorts you k hke a am
Would power and phone hnes he, upon midnight, clear)

We both know you have to take a hit in the fourth quarter,
Would supphers and vendo be m sync

When pushed to the edge at the year's bnnk?
Or the Iating agencies will sink yoii Linclenvater " PCS catastrophe options

As of Oec 17

Donothing scrambled "I can stay afloat! Call Price Call Price
Donothlng sat alone but if he'd been asked

I've got an idea for a super lifeboat! spread bid/ask spread bid/ask

He'd have told you that he was enjoying his task National Annual 1999 California Annual 1999

After all, these womes about Y2K
I'll go to the Street," he bminstormed with glee 60/80 140/195 60/80

"Ancl hire Steele M Bhnde to inse money fbi me
Beat thinkng his company was slipptng away

80/100 04/- 80/100 -/0 4

Or l)etter yet find us a financial bi,yer " 100/120 100/150 -/0 8

In fact, truth be told, it Was downnght unnervmg 150C -420

To wonder why he even bothered preserving Eastern December 1999 Western Annual 1999

A company he was considenng selling
"Which in your case, you bonehesid, would siirely backfire " 10/20 -440 80/100 -419

(Ah' Just me thought was so very compelhng Sanm shook his head sadly, "Haven't you learned 20/30 -/20

Except for the pnces, low as he'cl feared,
Tiat when you play with niatchinakers you're sitre to get burned 40/60 -420 National Annual 2000

60/80 -/18 100/150 751-

And the buyers, who'd seemtnglv all disappeated )
And as for your lifeboat I simply urge caution

Your qulck fixes stink to Titanic proportion "
Southeast December 1999 150C 60/-

The computers blinked bnght "Thars enough if you please," 40/60 -418 190/195 03/05

60/80 -416 200/250 3 71-Said Donothing, who then settled down to catch Z's
Santa gnnned 'Investors are a savvy crew 80/100 -/14

They're more hkely to lielieve m me, than to lieheve youWhen in the back room, there arose such a datter Total volume 200 Total open interest 6,737

He swiveled Ills chair to see what was the matter
Look at how many times this year you've hed through your teeth,

Saying things were fine, when they weir mtten underneath
For information on PCS cat options, call the Chicago Board of

He expected to find an IT geek st.inchng there, Trade at 312-435-3674

First quarter you prom,sed that pnces would nse--
Demanding Donothing get out of hts chair

Biit what he saw instead Just didn't compute
Whidi aimed o,it to be Simply the filst of yo,ir hes Source Chicago Board of Trade

A Jolly old elf withoitt his red Suit
"Second quatter, you said more of the same-

"Ifs casusil ctky," Santsi said "And you know,
A ptematuie state,nent, in t17at tit'ne fmi'ne British Issues

Mis Claiis is irplacing the white kir witli fatix

Kids don't Just want a
Third quarter, those pnces finally incleased

But so did irtentions, to say the least
Price P/E Div Yield 52-week

guy tossng presents ind checks
Ancl that leacls citiectly to adveEe selection Companies pence pence % high-low

They want someone who's politically correct"
He raised one white biow «It woi,lcin t huit yoii

Wlitch completely changes a busness' complexion"
Legal & Gen 164 199 36 2 3 237-142

To try and get with the pmgtam, too"
&inw tlimed tow:uRl tlie PC he'cl earlier seen, Royal & Sun 412 230 57 633-351

Snappecl lits finge,3,.incl something appes,recl on a screen
Donotliing scowled "Weli, Ill have you know,

The Nearly Defunct FK & Casualty Co
Estiniates, dated a yead That's what Donothing was seeing Brokers

Is teadyl Send on New Year's Evel
And they were Just as high as he mnembeled them being

He'cl clone nothing about it and now, a yeal latet Lmbrt Fenchurch 140 139 42 30 14258
Just wait ttll you see what we have up our sleevel"

He sttll planned to cio nothing, though the need was greater JLT 244 111 120 49 286166

Santa shrugged, then walked to whete his nemesis sat
"So," Santa mused, 'Are you going to suggest

He leaned ovet his shoulder and said, "Look at tliatl"
That ignonng this pmblem was what you thought best?" Note Pncesare [)ec.17 closings, othernumbersfrom [)ec 16.

Donothing looked but the screen, it was blank
See Millennium on nadpage

Source CNET /nvestor (investor cnet com) Boulder, Colo

B Industry Stock Report DEC. 13, 1999, THROUGH DEC. 17,1999

Weekly Yearto date Yeartodate Weekly 'fear to date Yeartodate Weekly Year to date Yeartodate

BROKERS Pnce % change % change High Low Vol (000) Pnce % change % change High LOw Vol (000) Pnce % change %change High Low Vol (000)

Aon Corp NYS 37.94 8.39 1.51 46.69 26.06 3686 Citigroup NYS 5450 2.90 61 68 58 25 31 69 50638 RenaissanceRe Holdings Ltd NYS 3788 273 484 43.19 30.00 242

Clark Bardes Holdings NDO 13.13 4.98 22.28 21.00 11.63 164 CNA Financial Corp NYS 39.13 2.19 0.48 45 31 3300 274 Risk Capital Holdings NDO 11.63 106 44.97 22.63 1100 317

E W Blanch Holdings inc NYS 53.06 0.00 1365 71 75 40.94 460 CNA Surety NYS 1075 703 2803 1600 9.75 430 RLI Corp NYS 33.94 -0.18 169 3881 27.88 44

Gallagher Arthur J & Co NYS 59.63 966 3629 59.63 4225 252 EMC Insurance Group Inc NDQ 10.00 458 21.57 1338 925 304 St Paul Cos NYS 3306 4.96 554 37.06 25 38 3489

Hilb Rogat & Hamilton NYS 27.13 3.98 45.64 28.75 15.56 147 ESG Re Limited NDQ 581 109 7066 2225 513 235 SCOA NYS 4375 450 3269 6850 43.75 18

Kaye Group Inc NDO 8.00 1111 10.34 9.25 500 #N/A Enhance Financial Services NYS 1556 8.12 4855 3038 1550 855 SAFECO Corp NDO 22.50 4.00 4706 46 75 22 00 6686

Marsh & McLennan NYS 85.38 3.33 44.40 8963 55 00 5408 Everest Reinsurance NYS 2275 2.15 37.99 3894 2050 1470 SCPIE Holdings Inc NYS 3269 097 873 3606 2369 NA

Brown & Brown NYS 39.69 8.73 1360 40.25 2931 102 Fremont General Corp NYS 656 870 7280 2569 469 3188 Se,bels Bruce Group NDO 188 6.25 46.43 6.25 1.63 98

BROKERS AVERAGE 001 27.32 Frontier Insurance Group NYS 319 2750 7450 1725 2 38 3345 Selective Ins Group NDO 17.44 071 1389 22.50 1725 487

Gainsco Inc NYS 569 109 990 694 394 182 Terra Nova Ins Co Ltd NYS 2925 174 2000 3263 21.25 358

INSURERS/REINSURERS
Harleysville Group NDO 1394 219 45.34 26.13 1313 143 Tokto Marine & Fire NDO 58.75 000 -021 67.00 5000 112

ACE Ltd NYS 1663 112 49.14 3525 15.50 3633
HSB Group inc NYS 3300 555 1788 42.25 32.00 544 Torchmark Corp NYS 2800 7.05 19.42 38.00 24 56 2304

Accel International Corp NDO 100 857 6667 338 0.50 112
HCC Insurance Holdings NYS 1138 4.21 32.84 25.13 800 797 Transattantic Holdings NYS 7675 0.82 149 80.50 6906 50

Acceptance Insurance Cos NYS 613 1250 -6918 20.44 538 514
ING Groep N V NYS 5706 1.51 6.45 7000 2100 213 Travelers Property Casualty NYS 3100 -849 1.22 41.88 27.69 1654

AEGON N V NYS 9375 1.35 23.12 130.13 69.63 483
IPC Holdings Uci NDO 14.75 1806 3516 2363 14.25 324 Trenwick Group Inc NYS 1719 6.46 45.65 35.25 1644 201

Aetna Lili & Casualty NYS 51.50 294 -3547 9988 4650 5173 Hartford Financial Services NYS 43.25 5.08 2251 6644 36.50 4215 Untco American Corp NDQ 700 3.70 39.30 1375 638 36

AFLAC Inc NYS 4581 2.40 4.12 5675 3738 3101
LaSalle Re Holdings Ud NYS 1238 6.60 40.00 22.50 10.88 409 United Fire & Casually NOQ 1938 9.88 4178 35.50 1931 65

Allmerica Financial Corp NYS 51.94 119 8.28 64.81 46.06 637
Lincoln National NYS 3694 8.37 1086 57 50 36.00 4792 Un,trin NOO 36.00 5.73 1.59 42 38 30.50 678

Allstate Corp NYS 24.44 9.28 36.53 4100 2288 15989
MAIC Holdings Inc NYS 20.75 568 35.16 3813 19.88 426 UNUM Corp NYS 28.06 5.07 53.18 6250 2600 7361

Ambac Financial Group NYS 51.06 -851 1481 63.00 25.06 1379
Markel Corp NYS 147 50 1.67 1817 19300 14325 55 Vesta Insurance Co NYS 4.13 476 2826 838 3.38 388

American Rnancial Group NYS 25.44 0.49 38.24 4388 25.06 386
MBIA Insurance Croup NYS 4581 7.80 3091 71.88 45.00 1996 XL Capital Ltd NYS 48.50 276 32.23 77.25 41 94 2762

American General NYS 6838 387 1262 82.19 6188 3078
Meadowbrook Ins.,r Group NYS 525 2.44 67 82 17.44 475 115 Zenith Nalional Ins NYS 2050 4.46 1135 2669 1925 86

American Intl Group NYS 10350 733 3286 11288 74.38 12655 MMi Cos Inc NYS 3.94 1.56 76.40 18.13 331 276 INSUAERS/REINSURERS AVERAGE 1.78 2435

American Safety Insurance NYS 6.38 4.67 32.89 10.38 600 39
Mutual Risk Mgmt Ltd NYS 1563 4.60 5881 43.25 981 1109

Argonaut Group NOO 20.13 092 16.15 28.38 19.75 224
Navigators Group NDO 10.13 471 3361 16.13 9.75 99

HEALTH MAINTENANCE ORGANIZATIONS

AXA UAP Group NYS 6850 5.84 -4.28 80.25 5375 164
NYMagic Inc NYS 1294 0.98 38.02 2138 1200 20 Foundation Health Systems Inc NYS 906 705 1761 20.06 625 1831

Baldwin & Lyons Inc N[)0 21.50 6.83 -8.02 26.00 1963 37
Ohio Casualty Corp NDQ 1538 238 2523 2169 1488 1012

Humana Inc NYS 7.19 4.96 62.05 2075 5.88 4702

Berkley W R Corp NDO 20.88 3.47 38.15 36.25 20.63 476
Old Republic Int I NYS 13.13 145 3878 2275 12.06 2266

Oxford Health Plans N[)0 11.25 1928 1964 24.25 975 11166

Berkshire Hathaway Inc NYS 54700.00 0.73 1991 8110000 52800.00 3
Partner Re Ltd NYS 29.75 384 34.16 4650 28.56 394 Pacificare Health Sys NDO 48.13 391 32.69 100 38 31.13 2342

Capital RE Corp NYS 1388 045 29.07 20.88 9.44 754
Penn America Group Inc NYS 788 588 14.86 11.44 7.00 34 Safeguard Health Enter NDO 0.97 4090 72.83 525 0.44 234

Capitol Transamenca Corp NAS 10.25 465 42.05 1950 950 85
PMA Capital Corf:oration NDQ 1981 032 1.28 21.13 1738 237 Sierra Health Services NYS 500 36.51 7605 22.13 5 00 2408

Centris Group Inc NYS 1244 102 3267 1406 7.50 90
Philadelphia Cons Holding NDO 1556 -080 2676 2550 1081 555 United HealthGroup NYS 5075 0.37 13.88 70.00 39 38 4189

Chubb Corp NYS 54.00 0.93 1684 7638 44 00 2183
PXRE Corp NYS 1188 1585 52.97 2625 9.94 768 Wellpoint Health Networks NYS 62.69 5.36 27.00 97.00 48.25 1440

CIGNA Corp NYS 76.00 440 2.25 9863 63 44 3550
Reliance Group Holdings NYS 6.44 1075 5024 13.69 HMOs281 5687 AVERAGE 225 3675

Cincinnati Financial Corp NYS 31.56 117 11.56 4250 3063 2330
RehaSlar Financial Corp NYS 38.50 833

ALL COMPANIES
13.97 AVERAGE4981 1.34 11.263169 2308

Top advancing issues Safeguard Health Enter, Frontier insurance Group, PXRE Corp. Leading dectiners Sierra Health Services, Oxford Health Plans, IPC Holdings Ltd Most active issue Citigroup The m Index tell 3.1%, the Dow Jones 30 Industrials
declined 0 3%; the S&P 500 decreased 0 3%, and the NYSE Composite fell 12% Average P/E. Brokers, 18.3, Insurers/reinsurers, 18.5, HMOs, 12.3.

Source CNET/nvestor (investor cnet corn), Boulder, CO
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'This is girat bix shorildn't you put on yoitr pants7" Then he sciatched at his jaw, and said Und I quote)Millennium You got somaliing here that I can wegir as a coat?CV,4-1 %3
'There's a lesson, here, 13oy," said t!7e jolly old elf This past hour or mo it's gotten much colder "

Continued from previous page You could stand to ait back to btusics, youiself" Then wmpped Donothing'b 17&1:uice sheet around his shoulders
Donotliing played child) "Bitt I dictn't know tor stire "It'll do but it's awfully thin, I tear

' Not a chance," said Donothing 'The best CEOs Then agam, you're not using it tor anything here'That estimates would be as high as they were the yeal beforel"
Never abandon their Annant clothes"

He crossed to the window, threw open the sash,"No' Seenis easy to figire," Santa vid witli: snort
'Given the fact that irseives weir so sh0rt 'Yotir options me limited,' Santa warned, a bewair Hopped over the sill,.ind Was Out m .1 flash

"Might .5 weillay youelf metaphoncally hare Bitt Donothing heai d, ,is he flew oiit ot sightAnd teinsulance ircove,ables need to be wntten off

Or had you forgotten tliat, too)" Santt scotted No more white knights ate coming diong 'Meny Clinsmi.ki .Mici <Luimnit, fs ditlly toniglit!"
"Plus, as Y2K ISSLIes sweep the nation It you think H R 10 will save you, yoifre wiong "

LAE Irsemes miist ruse to offset litigation "Look, I know yoii've been sttinnecl by the collapse of yoiu stcck
Wliile we'tr at it, how 'bout soie poitfulto shifts I know you never expectecl Mvestors to walk

To give NTT a iiiudi-neecled Illtp Biit investors want answers! TRie ones, and tast-

Ancl :ls die yeal Wms, you Just tivglit cltscover About how you plan to m.ike slureholder value last
A nighinure that's rooted m Unicovet ' This rebellion, Donothing, I cloriht You can quell it

For goociness' sake, I'ni not even sure yoit c:in spell it" 34
With tliat, Stint.1 chcl something tot:dly sliocking

He re,Lchecl Lip :ind unapped his cisual sniocking Santa haci sitcceeded Donothing was scurd
He was 51-uvenng, lils liuu metaphoncdy barrelWliile Donotlitng stoocl witli lits ]:18 at lils knees, 1 i\Zij ,

Santa stnppal to his lons:Jolins as quick :Ls po,1 please ' Santa," he whispeird, treinbhng anew, J

Santa, God help me, what can I c!07" Y -41
Foi,ui old giy he really was fit as .1 fidille

His nowy white be.111 almost iradiecl to hiS nitclille "Son, ' Santa said with a slight hesitation,
"Neady all yotir clecisions were base1 01 self-preservation Mymn V Picollit is a di,ector and Emlorimwance andhst at

Tlits ttii,e, the only w:iy to save yoiin,elt Wasse,rtein Penella Sect,ntia Mc in New York He ts tbe past prest-Sant,1 gnnned .it Donorhtng "I know wh,it you'll say
Blit yoil're looking at Natitral Santa 2Kt May be to have someone else put you OIl the shelf' clent of tbe Assn of hAL,mrice 6 niianctal Anabsts cririd a membe, of

The new, irnproved Santil St Nick's Mtllennium L,lission' tbe Nete Yoria Soirty q/ Sectinty Analysts An arrbilr ofMr Picoult's
The Pure-Santa-Claus-Back-to-B,Isics Editiont" Donothing paleci 7 know that I :L.kecl yi, coluninsforBust,iess J,lsitm,xe w,i be viewed on the Wo,id Wide

I Ie winked, and he gmbhed at the fat at his middle BLit I nevet t|iotlght it meant Irel be ptit orit to p:u,aire ' Web at wicir bitsmessinsitrunce corn/ticker/beucilitits btml
He fell to his knees anc! cnecl, "04 help me, Lord!' Jodi Picoult wn fee,, 4 daitgbter, 8 tbe atitbor ofs,eveml novels, m-lk . ALBet you'd nevel have thought my %urplus was this little"

0/511/ citidmg ber latest, 'Keeping Faitb " Her seventb novel, Plam T,litb,"
-9 "Santa," Donothing gtoaned, looktng askance, Santa whispered, You're better off begglng the Board" tuill bepubltsbed m thespnng Qf2000

NAIC At a luncheon held in conjunction ciations in the individual states, ac- iS located within the Umted States or sualty and health
with the NAIC meeting, she said she cording to two former Insurance com- its temtones In addition, the NAIC is taking
personally prefers uniformity to re- missioners who asked not to be *len- NAIC regulators' desire to include steps to cooperate with othel federal

Contmued#om page 2 ciprocity, however titled these key components m its ProduceI authorities, including the Office of
formity withm three years of the law's "MeCarran-Ferguson left regula- Ms Scott, the NAIC general coun- Licensing Model Act led them to table Comptroller of the Currency, so that
Nov 12 signing date, according to a tion of all insurance to the states, sel, described in her memo the three final action on the model until the various financial services are
memo from Carohne Scott, NAIC where 11 should be," regardless of key components to the federal act's amendments could be added to In- overseen by the appropriate regulator
general counsel whether it impacts national or Inter- reciprocity standards, which govern clude the components Ms Scott out- Also at the meetmg, the NAIC

Because reciprocity is the easier of national business, Ms Farragher said "the hcensure of non-resident individ- lined Regulators are expected to • Gave mtenm approval to reducing
the two to achieve, NAIC leaders are Other observers, however, are less uals and entities authonzed to sell and adopt the model during a conference the trust fund for U S surplus hnes
urging members to adopt it asa short- optimisbc about the NAIC's ability to sollcit insurance within those states," call vote later this month poheyholders of Lloyd's of London to
term goal, and consider the more pop- achieve reciprocity by the deadhne including surplus hnes agents Even if regulators fall to get states 30% of gross U S habilittes from 50%
ular goal of uniformity in the future Joel Wood, CIAB senior vp-govern- •Llrnltlng administrative proce- to adopt common reciprocity require- begmnlng early next year Lloyd's,

"We are very confident that (the ment affairs, glves state regulators "at dure to a request for hcensure, an ap- ments before the deadline, they could however, must merease the funding
federal reciprocity requirement) can best a 50/50 chance" that they wall phcation that the producer submitted still ultimately wm, Mr Wood noted level of the Joint Asset Trust Fund by
be addressed m three years," Mr achieve passage m 29 junsdictions be- m his orherhome state, proof that the "Commissioners need to look at $50 milhon to $250 milhon
Nichols said at a press conference fore the deadhne producer is hcensed and m good NARAB not as a threat but as an op- • Adopted several measures in for-

"I don't thmk there lS any doubt He predicts that state regulators standing in the agent's home state, portumty," because the NARAB pro- mal voting, including a white paper
that we can get it done," said Kansas wall run into "tremendous resistance" and payment of any required fee vision provides "a tremendous em- on ERISA as well as model acts on
Insurance Commissioner Kathleen m many states and Mll have to wage • Acceptmg the producer's satisfac- powerment of the NAIC," Mr Wood protected cells, stop-loss Insurance
Sebelius, the NAIC's new vp "turf battles" over individual states' tion of his or her own home state's said and non-admitted insurance

Encouraging words also came from extra hcensing requirements, such as continwng educatlon requirements The new federal law also prompted • Awarded second-round accredita-
the new president of the National fingerprintmg and proof of high "If a home state has no continuing a second key concern among regula- tion to Insurance departments in Ida-
Conference of Insurance Legislators school graduation Also hampermg education requirements, then the tors adopting privacy requirements ho, Kentucky and Oklahoma

"I expect NCOIL will be supportive the NAIC's efforts is the legislative non-resident state cannot impose a for all financial service entities • Presented the Robert Dineen

of the NAIC's changes," said Clare M calendar m Texas, which is not in ses- greater requirement," she said To help craft those requirements, Award, the NAIC's most prestigious
Farragher, a Repubhcan from Free- mon next year, he added • Ellminatmg any requirements for Mr Nichols estabhshed a working individual honor, to Maryellen Wag-
hold, NJ, who serves as deputy The fate of the NAIC's reciprocity non-residents, such as having a local group of regulators with expertise m goner, deputy commissioner for the
speaker of the New Jersey Assembly efforts is in the hands of agents' asso- place of business, as long as the agent vanous areas, including property/ca- Colorado Division of Insurance Ell

FTRFOR THE RECORD
Fewer storms in 2000: Forecast bacle has better ways to spend their time" and wants to remove Smger, manager, data center team for Watson Wyatt m Wash-

the cloud hanging over their heads, said Wilham Wilt, a Moody's mgton
FORT COLLINS, Colo -The East Coast and Caribbean Basin vp and sentor analyst who co-authored the report, "The Unicov- If any problems do erupt, the key computer people wlll be on

should expenence fewer storms and humcanes m 2000 than m er Facihties-an The Principal Parties And A Way To Turn A hand to control the situation "U nothing happens, we w111 have a
recent years, according to Mountain Back Into A Molehil.19 "

1 *P
great party," he said

1 the Colorado State Univer- With the rapid pace of evolution in the financial services mdus-
sity hurricane forecast try, "management can 111 afford to spend too much time fixing Entity coverage tailored for banks
team's inlttal prediction past problems instead of looking ahead," the report says

Wilham Gray, a national- The report is available on Moody's web site, www ST PAUL, Minn -Entity Plus, an msurance coverage option
,&3 ly recognized humcane ex- moodys com for pnvately held depository institutions-including community

pert, and his colleagues are banks, savings and loans, and credit unions-is available from
calling for a "moderate Watson Wyatt to throw Y2K party The St Paul Cos Inc

\194..W,' V season m 2000, predicting 11 Designed for commumty institutions, Entity Plus can be used
k bv** i.- :1 named storms, seven hum- Some places are really going to party like it's 1999 for depository institutions with less than $1 bilhon in assets St

ia.."I I canes and three mtense hur- Watson Wyatt Worldwide has come up Paul expects it w111 be particularly attractive to smaller commu---

PHOTO NOAA ncanes 4with an interesting way to combine the , nlty 1nstltuttons with assets up to $300 milhon
Whlle still above average, the 2000 forecast calls for fewer two major themes of this New Year's Eve a l Entity Plus provides directors and officers coverage, entity cov-

storms than occurred in 1995, 1996, 1998 or 1999 celebratmg the start of the year 2000 and erage and other options, such as employment practices habillty
The CSU team's rrecord for 1999 was the best in the 16 years it wonylng about the Y2K computer ghtch coverage and miscellaneous services coverage

has made seasonal forecasts It predicted 14 named storms, nme Rather than force its computer systems In addition, it can be structured to separate the D&0 liability
humeanes and four major humcanes m 1999 At the end of the personnel toleave their famlhes and work . protection from the entity protection and provide separate hmlts
June 1-Nov 30 hurricane season, there had been 12 named that night, the benefit consultant wd for other coverages needed by community depository institutions
storms, eight humcanes and five ma]or humcanes have a party at the Washmgton office for Some of the other exposures covered by Entity Plus include pn-

staff and their loved ones vate placement secunty claims, lender habihty, and the sale and
Unicover settlement likely: Moody's To keep tabs on ltS computers and maintenance of credit hfe insurance

make sure the change to 2000 goes JE- !
NEW YORK-The forces pushing members of the Unlcover smoothly, the company's Computer per- # 05 69 I-0 Information in b,ief

Managers Inc workers compensation pool toward a settlement sonnel wlll need to spend New Year's Eve ***1#k•:r,i:*
are strong and may be gaining momentum, says a special report in the office But the company's creative Standard & Poor's Insurance ratings, available at no charge on
on the Unicover facilities released this month by Moody's In- approach w111 let them bnng along familles and celebrate in the the New York-based rating company's World Wide Web site, are
vestors Service Inc In New York company's boardroom with catered food The company is also now searchable The site, www standardandpoors com/

Among the reasons why the issue may be settled, rather than providing nearby hotel rooms ratmgs/insurance, contains financial mformation and strength
drag on for many years, is "virtually everyone involved in the de- "We didn't want to make it a burden for people,"said MLKe ratings formore than 4,000 insurers worldwide
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