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DESPITE MARKET CHALLENGES

INn Brief

Bills would end

antitrust exemption

Bills that would repeal the
insurance industry's limited
federal antitrust exemption were
introduced in both the House and
Senate. The bipartisan measures,
called the Insurance Industry
Competition Act in both
chambers, would retain state
regulation of insurance while
giving the federal Justice
Department and the Federal
Trade Commission the authority
to apply antitrust laws to
insurance companies. The
McCarran-Ferguson Act of 1945
granted insurers a limited
exemption from federal antitrust

- laws.

Calif. lowers standard

for smoker lawsuits

Callifornia's Supreme Court has
ruled unanimously that plaintiffs
are allowed to sue cigarette

See IN BRIEF page 23
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VOLUNTARY BENEFITS

Employer response to higher

costs reinforces consumerist
trend;
traditional

voluntary

benefits
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identity theft, but coverage
far from universal; ERISA
protection for voluntary
plans has pluses, minuses.
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Parity legislation
gains momentum

Change wouldforce
most employers
to boost coverage

By JERRY GEISEL

WASHINGTON-For the first time

since the drive to expand a federal
mental health care benefits parity
law began several years ago,
Congress is likely to pass compre-
hensive expansion legislation,
Washington observers say.

Last week, federal lawmakers took
the first step when a Senate panel
overwhelmingly approved a biparti-
san parity measure.

The bill-passed by the Senate
Health, Education, Labor and Pen-
sions Committee on an 18-3 vote-
would force most employers to
increase their coverage for treat-
ment of mental health conditions.

The measure would require
employers to provide the same
financial cost-sharing requirements
for mental health coverage as they
do for other medical conditions.

For example, if a group health
care plan covered 80% of medical
treatment expenses, it would have
to do the same for mental health
care expenses.

Additionally, discriminatory
treatment limitations would be

MENTAL HEALTH PARITY ACT OF 2007
WHAT THE ACT WOULD DO:

« Require that deductibles, copay-
ments and coinsurance be the same for
mental health care services as for other

medical services

m Ban discriminatory limits on number
of outpatient visits and days of inpa-

tient coverage for mental health care

services

« Pre-empt state laws affecting finan-
cial requirements and treatment limita-

tions for mental health care services

WHO IS EXEMPT?

< Employers with fewer than 51

employees

< Employers that can prove that com-
plying boosts health care costs by more
than 2% in the first year after enact-
ment or more than 1% in succeeding

years

banned. That would mean an end

to common plan designs in which a
maximum of 20 or 30 annual visits
to mental health care therapists are
covered, with no limits imposed on
the number of visits to physicians

See PARITY page 21

GENETIC BIAS BILL

i CE*) SPARKS LIABILITY
LAST YEAR /IPAGE 3 --33"b CONCERNS 71 PAGE 3

. B

$5

®

www.businessinsurance.com

BLUES ASS¢---uv--

BANKF' side PE

Industrl

S®

AP PHOTOS

A paramedic points to a poster detailing the medications he must take since
working at Ground Zero. New York City Mayor Michael R. Bloomberg has pro-
posed shifting funding from the WTC captive to a victims compensation fund.

NYC mayor proposes
WTC Captive shutdown

$1 billion in capiml
would be transferred
to fund for victims

By RUPAL PAREKH

NEW YORK-WTC Captive Insur-
ance Co. would be shuttered and its
$1 billion in funding for potential
claims shifted to a victim compen-
sation fund, under a proposal
unveiled last week by New York
City Mayor Michael R. Bloomberg.
The mayor's proposal to close
WTC Captive-part of a broad plan
to improve the public health
response for individuals suffering
from health problems stemming

from the Sept. 11, 2001, terrorist
attacks-further calls for blanket
immunity from current or future
liability daims against the captive's
insureds arising from the cleanup of
the World Trade Center site.

WTC Captive, which is managed
by Marsh Management Services
Inc., was created with $1 billion in
federal funding in December 2004
to provide otherwise unavailable
liability coverage-including gener-
al, environmental, professional and
marine liability-to the city of New
York and some 100 contractors who
worked to clean up the site.

The New York-domiciled captive
has been a source of controversy,

See WTC page 22

Surplus lines reform effort gets buyer backing

Risk managers welcome compromise on measure's market access restrictions

By MARK A. HOFMANN

WASHINGTON-A legislative effort

to streamline the regulation of rein-
surers and nonadmitted insurers
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has won the backing of risk man-
agers, who objected to an earlier
bill because of restrictions on who
could take advantage of the pro-
posed changes.
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The Risk & Insurance Manage-
ment Society Inc. had opposed a
version of the Nonadmitted and
Reinsurance Reform Act passed by
the House last year on a 417-to-0
vote because of its stringent defini-
tion of a "qualified risk manager," a
definition that would have to be
met before a broker representing a
policyholder could access the non-
admitted market directly without
first having to seek to place cover-
age in the admitted market. But a
revised version of the bill intro-
duced in the House of Representa-
tives on Feb. 15 by Reps. Dennis
Moore, D-Kan; and Virginia Brown-
Waite, R-Fla., contains a much

more flexible definition, flexible
enough to win RIMS support.

In a statement announcing the
introduction of the new bill, Rep.
Moore said it was designed "to elim-
inate the problem of conflicting
and inefficient state laws regarding
nonadmitted insurance and rein-
surance. Making the insurance mar-
ket fairer and simpler benefits us all.
With such broad, bipartisan support
in the past, I'm confident that this
legislation, which is long overdue,
will again receive very strong sup-
port in the House and | hope that
the Senate will join us in passing

See SURPLUS page 21
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EMERGING RISK STRATEGIES

ERM-What does it mean?

Bicolumnist John J. Hampton
says there are

r 1 problems with
A# how enterprise

{f#1//, | risk management

b ti is presented and
- ,W defined from
organization to

organization. Rethinking the
definition is part of the solution,
but there is more to do, he
writes in the "Emerging Risk
Strategies" department. See his
ideas at www.Business/nsur-

ance.com/emergingriskstrategies

ONLINE EXECUTIVE FORUM™
Is consumerism

in health care working?
Consumer-driven health plans
are a new weapon in employers'
war against health care costs.
Join B/ Senior Editor Joanne
Wojcik and a panel of experts on
March 20 for an in-depth
discussion of these plans and
what consumerism is doing for
employers. Register now to
attend this free live event at
www.Businessinsurance.com/

webinars.

B/.COM GOES MOBILE

Get B/'s breaking news
wherever you are

Get breaking news and
browse the current

issue of Business

1"li, insurance from any
1 - Web-enabled cell

1 'r phone, BlackBerry
=k...z or PDA. Bookmark
mobile.Business
@ insurance.com on
--E=f your handheld
device and start receiving
updates today.

BENEFIT MANAGER OF THE YEAR®

Award honors top
benefit managers

Business /nsurance’'s Benefit
Manager of the Years award
salutes outstanding
performance in benefits
management. The deadline for
nominations is June 1. For a
nomination form, go to www.
Businessinsurance.com/BMOY.
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Genetic bias bill sparks llaullity concerns

Employers worrying over
di#krences in enforcement

By MARK A. HOFMANN

WASHINGTON-Employers fear that a bill
designed to prevent the misuse of genetic infor-
mation for insurance and employment purpos-
es could expose them to new and unjustified
liabilities.

But a leading proponent of the Genetic Infor-
mation Nondiscrimination Act holds that such

fears are overblown.

The bipartisan measure, introduced in the
current Congress by Reps. Louise Slaughter, D-
N.Y., and Judy Biggert, R-Ill., has about 200 co-

sponsors.
The House Education and Labor Committee

gave its approval to the bill on Feb. 14. The
measure would amend several federal laws,
including the Employee Retirement Income
Security Act, to prohibit health insurance

enrollment and premium discrimination based
on genetic information and would prohibit
genetic testing as a prerequisite for insurance.
The bill would also make discriminating against
an employee on the basis of genetic informa-
tion an unlawful employment practice, and
would extend medical privacy and confiden-
tiality rules to the disdosure of genetic informa-
tion.

The bill's different enforcement mechanisms,
however, concern employers. Paul Dennett, vp-
health policy at the American Benefits Council
in Washington, pointed out that group health
plans governed by ERISA would not face the
possibility of punitive or monetary compen-
satory damages if they violated the law.

But "there is a much broader range of reme-
dies" available to those alleging unlawful
employment practices, said Mr. Dennett.

"The concern we have is there is ambiguity
about whether the remedies available," regard-

See GENETICS page 20
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2006 RESULTS OF FOUR LARGEST BROKERS

In millions of dollars

Brokerage

Brokerage revenues

Marsh & McLennan Cos. Inc. $10,290.0
Aon Corp. 6,964.0
Willis Group Holdings Ud. 2,341.0

Arthur J. Gallagher & Co. « 1,437.80

%change Net % change
from 2005 income from 2005
4.0% $990.0 145.0%
5.2 721.0 -21
6.7 449.0 59.8
6.5 128.5 317.2

* Brokemge revenues comprise commissions and feesfom insurance brokerage and consulting
services and other income but not investment or./iduciary income

Source: Company reports

2006 was a mixed bag
for world's big brokers

Ofthe topjbur, only
Aon Colp. showed
a drop in net income

By SALLY ROBERTS

While 2006 may have been a more
stable year for the world's largest
insurance brokerages from a regula-
tory standpoint, restructuring ini-
tiatives and a soft pridng environ-
ment made for another challenging
year.

The world's four largest broker-
ages, which gave up millions in
contingent commission revenues in
2005 as part of regulatory settle-
ments, all reported increases in their
2006 brokerage revenues, albeit in
the single digits.

And, with the exception of
Chicago-based Aon Corp., which
reported a 2.2% decline in profits,
the largest brokers reported
improved profits last year.

Analysts say that after the regula-
tory upheaval in late 2004 and
2005, various restructuring initia-
tives and the soft pricing environ-
ment were the main themes for the
world's largest brokers in 2006.

Overall, "it was a year of normal-

ization...where you started to see
some stabilization and refocus with-

in the brokerage market," said
David Small, an analyst with Bear
Stearns & Co. Inc. in New York.

"It was a mixed bag," said CIiff
Gallant, an analyst with Keefe,
Bruyette & Woods Inc. in New
York. "On one hand, you had a
more stable environment, but on
the other, internally there was a lot
of restructuring and a more difficult
operating environment."

London-based Willis Group
Holdings Ltd. reported the largest
brokerage revenue increase among
the four, a 6.7% rise to $2.34 bil-
lion. New York-based Marsh &
Mci£nnan Cos. Inc. reported the
smallest growth in its brokerage rev-
enues-a 4% increase.

Itasca, lll.-based Arthur J. Gal-
lagher & Co. Inc. reported the
biggest profit improvement, a more
than 300% surge to $128.5 million
vs. 2005, which was impacted by
more than $200 million in litiga-
tion and contingent commission-
related expenses.

"l generally think the results this
year were uninspiring for Marsh
and Aon specifically,” said Mark
Lane, an analyst with William Blair
& Co. in Chicago. "Organic revenue
growth was pretty sluggish and we
didn't see the margin lift that we

See BROKERS page 20

Blue Cross Blue Shield

banking on new service

Organization charters bankfor health accounts

By JOANNE WOJCIK

CHICAGO-The Blue Cross & Blue
Shield Assn. last week became the
second major health care organiza-
tion to charter its own bank, a move
its top executives believe will give
member plans an edge in selling

consumer-driven health plans.
Whether the association's move

will become a trend remains to be
seen. So far, at least one major
health plan-Indianapolis-based
WellPoint Inc., which is an inde-
pendent licensee of the BCBS
Assn.-said it has filed an applica-
tion to open an industrial bank in
Utah for its CDHP business.

But other big health plans main-

tain that the relationships they
have established with non-owned

finandal institutions can offer the
same seamless administration as the
insurer-owned banks daim they can
provide.

Sandy, Utah-based Blue Health-
care Bank will enable BCBS Assn.
plan members in all 50 states to
manage and pay for qualified medi-
cal expenses via a debit card linked
to multiple personal accounts, such
as health savings accounts, flexible
spending accounts and health reim-
bursement arrangements.

The bank will provide integrated,
one-stop service to customers while
providing a wide array of services,
including online banking, banking
by phone, debit cards, checks and
statements, all designed to help
consumers manage their health care
accounts. Brookfield, Wis.-based
Fiserv Inc. and San Francisco-based
Visa Inc. will support the bank's
claims administration, investment
and debit card services.

"It is a critical piece of our con-
sumer-directed strategy,"” Scott Sero-
ta, president and chief executive
officer of the Chicago-based BCBS
Assn., said during a conference call.

"Consumers want to be able to do
things easily, they want to be able
to track their account information,
they want to be able to manage
their health care assets, and our new
Blue Healthcare Bank offers a sim-

ple way for them to do that."”
Four Blue Cross Blue Shield Assn.

plans initially will offer Blue Health-
care Bank services: Arkansas Blue
Cross Blue Shield, Blue Cross of Ida-
ho, Blue Cross & Blue Shield of
Michigan and Blue Cross & Blue
Shield of South Carolina. An addi-
tional 12 to 15 BCBS plans will offer
the bank's services later this year.
Minnetonka, Minn.-based Unit-
edHealth Group was the first health
insurer to charter its own bank,
Exante, in 2003. The industrial
bank, based in Salt Lake City, cur-
rently has more than $300 million

on deposit in more than 250,000
HSAs. More than 80% of United-

Health CDHP members use Exante

even though they are permitted to
use whatever bank they want to
manage their HSAs.

By having its own bank, United-
Health can provide faster, easier
administration of HSAs, HRAs and
FSAs at the point of service than
would be possible if the insurer
were using another financial insti-
tution, according to John Prince,
chief executive officer of Exante
Financial Services, which is based in
Minnetonka.

"Our transactional experience is
integrated with the health plan,
and you have more options and fea-
tures than you would have with a
typical HSA in the market," he said.
For example, "we're one of the only
ones in the market that can do real-
time bill pay to your provider out of
your HSA."

By contrast, banks not owned or
affiliated with health plans usually

See BLUES page 20
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Anti-harassment regulations delayed

By JUDY GREENWALD

SAN FRANCISCO--Employers in
California, who have long waited
for regulations clarifying legislation
that. requires them to provide sexu-
al harassment prevention training,
apparently are going to have to wait
a bit longer.

The legislation, which became law
in 2004, called for businesses with 50
or more employees to provide two
hours of training and education on
preventing sexual harassment to all
supervisors by January 2006. Howev-
er, there were ambiguities concern-
ing implementation of the law.

Following a long review process,

the San Francisco-based Fair

Employment and Housing Com-

mission issued its final proposed
regulations in November.

They were sent to California's
Office of Administrative Law in
anticipation of receiving the
required approval, after which they
were to be submitted to the Secre-
tary of State, the final step.

But the OAL returned the propos-
al to the FEHC earlier this month,
saying further clarification of train-
ers' qualifications is needed.

As result, the FEHC will hold a
Feb. 27 public hearing by telephone
on additional revisions to the pro-
posal, said Ann Noel, FEHC execu-
tive and legal affairs secretary.

The modified regulations then will
have a 15-day public comment peri-
od, after which the commission will
meet March 27 to consider any fur-
ther changes. Then the plan would
return to the OAL for final approval.

"They didn't think we were spe-

cific enough in two of our defini-
tions," Ms. Noel said. "We're going
to be more clear.”

She said the commission could
have made the changes without the
public hearing, "but we decided the
public has been our partner all
along, and we're going to invite
them into this process."

Shanti Atkins, president and chief
executive officer of San Francisco-
based ELT Inc., which provides
employment law training pro-
grams, said the changes requested
by the OAL were not substantive
and focused on trainers' education-
al and practical experience.

"l really don't think it changes
much of anything, practically, for
employers" beyond that they will

have to be more aware of their train-

ers' qualifications, Ms. Atkins said.

Next B/ webinar spotlights CDHPs

Business Insurance is hosting a free
Online Executive Forunr webcast

on March 20 on "Mapping Con-
sumer-Driven Health Care: Strate-
gies to Drive Enrollment and
Employee Understanding.”
Consumer-driven health plans
are the newest weapon in employ-
ers' arsenal in the war against run-
away health care costs, and their
popularity with employees is grow-
ing. Join Business Insumnce Senior
Editor Joanne Wojcik for an in-
depth discussion of how the various
types of CDHPs operate and
whether they are helping save mon-
ey by making employees better

The Honoree is announced and profiled in the

health care consumers. Participants
will hear expert viewpoints and can

ask questions during this live event,
March 20 at 11 a.m. EDT.

Panelists will include:

» Jay Savan, a principal at Towers
Perrin in St. Louis specializing in
development of consumerism ini-
tiatives.

* Meredith Baratz, vp-market
solutions in New York for Definity
Health Inc., a pioneer in the devel-
opment of the consumer-driven
health plan and now part of United-
Health Group Inc.

« Mark Snyder, director of bene-
fits at Toledo, Ohio-based Owens

Corning Corp., which has offered a
CDHP since January 2004.

» Jim Dwyer, vp of global benefits
at New York-based American
Express Corp., which also sponsors
a type of CDHP.

Bfs Online Executive Forum™!*
webinars, developed by our editori-
al staff, are highly informative
online events where noted speakers
and respected business leaders come
together with Bl's editors to discuss
the most pressing issues in this live
interactive format.

To register for the free Bl Online
Executive ForumTM, please visit
www.Businessinsurance.com/webinars.

for Nominations

2001
lwenelit

101iIlGIT

annual Benefit Manager of the Year, feature
published by Business /nsurance on
September 17, 2007 which will be
distributed at the annual

ISCEBS Conference and BMFE Conference.
Awards will be

presented at a special luncheon

honoring this benefits executive.

DEADLINE FOR NOMINATIONS:
June 1, 2007

For nominating

forms and instructions,

call 312-649-5274

or e-mail:
rcoccia@Businesslnsurance.com

or visit

Businessinsurance.com/BMQOY

Il OFT liE YEAR®

Nominations for the Benefit Manager of the Year® Award
are now being accepted by Business Insurance.

The Benefit Manager of the Year Award® was created
in 2005 by Business /nsurance to salute outstanding
performance in the field of benefits management.

Executives anywhere in the world who are involved in
benefit management are eligible to be nominated.

The nominations will be judged by a panel of executives

representing all aspects of benefits management and the
commercial insurance industry.

Business Insurance

www.Businessinsurance.com

Benefit Manager of the Year is a Registered Trademark of Business /nsurance and Crain Communications Inc.
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Commentary

Industrys good works
outhnumber bad ones

When | wrote in my Jan. 22 col-
umn about the unheralded hero-
ics and contributions made by
the insurance industry following
loss, | invited readers to send me
stories about the good works the
industry does.

To the many who shared a tale
or two, thank you. Below are a
few examples of how the indus-
try helps communities, apart
from its daily business of provid-
ing advice and resolving claims.

« A remarkable example of
going above and beyond the call
of duty is Irma Duckworth of Aon

Risk Services in New Orleans.

During Hurricane Katrina, Ms.
Duckworth lost her home and
most of her possessions. Yet she
quickly relocated to an Aon office
in Houston so that she could con-
tinue helping clients with their
daims. Months after the storm,
she went back to New Orleans to
live out of a trailer parked next to
her devastated home.

« One reader wrote that Hous-
ton's CPCU Society chapter sup-
ports the arts at a local elemen-
tary school. Responding to the
removal of such programs from
many schools' curriculums, the
chapter provides musical instru-

ments and other material to help
kids learn music.

« Also in Houston, the
local Risk & Insurance
Management Society
chapter sponsors a holi-
day party for battered
women and children. All
the kids get gifts, and in one case,
a child was confused because she

had never received a Christmas

gift before. The reader wrote that
such acts are "done by people in
the insurance industry, many
times with their own funds, to
help others and are done with no
expectation of reward."”

« Another reader dted an orga-
nization called Kids Chance of
Pennsylvania, which raises mon-
ey to give college scholarships to
students with finandal hardship
resulting from a fatal or serious
workplace injury to their parent
or guardian. Most of this group's
leaders work in the insurance and
workers compensation industry.

The reader said similar groups are
in at least 26 other states.

= Fireman's Fund Insurance
Co. sponsors a program that has
donated more than $10 million
in equipment and training for
fire departments.

* To honor their 20th anniver-
saries, both ACE Ltd. and XL Cap-
ital Ltd. held global days of ser-
vice for all their employees to
work on projects supporting the
needy and communities.

- Even small entities can make
a difference. Insight Insurance
Services Inc. in Geneva, lll., is
supporting Nothing But Nets, a
global program that raises fund to
provide bedding nets to protect
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REGIS
COCCIA

Editor Regis Coccia's commentary

appears periodically.
He can be reached at:

rcoccia@businessinsurance.com

against mosquitoes carrying
malaria. The disease kills more
than 1 million a year. Insight, a
program administrator, is donat-
ing $10 for each policy order it
receives from agents.

* The Foundation for Agency
Management Excellence, created
by the Council of Insurance
Agents & Brokers in 1994, funds
programs promoting agency
leadership, training and research
of issues critical to the insurance

Examples abound of how the
industry gives back.

industry, induding how to insure
catastrophic events. Last year, it
created a scholarship program for
needy students who major in risk
management and insurance, a

FAME leader wrote. In September

2005, following Katrina, FAME

announced that all proceeds '’

from its annual major fund-raiser

during the Insurance Leadership
Forum at the Greenbrier would

be donated to help victims of the '

disaster. FAME collected more

than $125,000 for that effort,
most of that coming from indi-

viduals in the insurance industry.
« Collectively, the industry
responds generously to disasters.

For example, hundreds of mil-
lions of dollars were donated

through company foundations,

employee matching funds and.

other programs to aid victims of 1

the 2004 Indian Ocean earth-
quake and tsunami, not to men-

tion similar amounts for Katrina.

From disaster relief to disease
research to supporting individu-
als with disabilities, there are far
too many examples of founda-

tions, scholarships, grants and |

the personal generosity of indus-
try employees to list here, but |
hope you see my point: The
insurance industry does many
good things to enrich and even
save lives, and not just for paying

customers.

occ |, i gun paye 17
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Remove barriers

to mental health care

IF EVER THERE WERE an example of the importance of employers
getting involved in the legislative process, the drive to expand a
1996 mental health care benefits parity law is it.

While most business groups have a philosophical aversion to
benefit mandates, the more far-sighted ones recognized that parity
advocates eventually were going to succeed in expanding the act
and the groups would have to drop their opposition to have any
chance of shaping the legislation.

That is exactly what some employer lobbying groups have done,
and the result is a legislative proposal far more palatable to employ-
ers than if they stayed out of the debate.

For example, the employer groups strongly lobbied, successfully
as it turns out, to strip a provision found in earlier proposals that
would have required group health care plans to cover any mental
condition. The latest bill, assembled with input from employer
groups, leaves it to each health care sponsor to decide which men-
tal health care conditions it will cover-as is the case for other med-
ical conditions.

If an employer does provide coverage, it must be-in terms of
employee reimbursement and treatment limitations-on par with
coverage for other medical conditions. Fair is fair.

There is no question that such a change would not have been
possible had not the business groups gotten involved. Lawmakers
and their staffers would have lacked an incentive to negotiate with
employers if all they received in return was continued opposition
to parity legislation, regardless of how it was structured.

A bigger issue, though, is why most employers continue to pro-
vide less coverage for mental health than for other medical condi-
tions.

We think putting up barriers to care, such as through higher cost-
sharing arrangements, is penny-wise and pound-foolish. The sooner
employees get treatment for mental disorders the sooner they will get
better and be more productive. That is in everyone's best interest.

Surplus lines reform bill
offers more flexibility

A FAST START can be key in getting legislation enacted. That's why we
have nothing but praise for the House backers of more efficient insur-
ance regulation who wasted no time in introducing a new--and we
believe improved-version of the Nonadmitted and Reinsurance
Reform Act.

We say improved because, as we report on page 1, the new bill con-
tains a much more reasonable definition of a "qualified risk manag-
er" than the measure passed by the House last September. The previ-
ous bill defined a qualified risk manager as someone who possessed at
least two of three credentials: an undefined "advanced degree" in risk
management, five years' experience or at least one of several specific
professional designations.

A commercial policyholder would have to employ a qualified risk
manager before the policyholder could have its broker go directly to
the nonadmitted market without approaching the admitted market.
Such a restrictive definition would have defeated one of the bill's key
purposes-to ease access to the nonadmitted market.

Fortunately, the new bill allows risk managers much more flexibil-
ity in meeting the definition. Rather than a one-size-fits-all approach,
the bill provides five ways for risk managers to be considered "quali-
fied." That flexibility led the Risk & Insurance Management Society
Inc. to drop its opposition to the measure.

Given the previous bill's overwhelming support in the House, we
see no reason why the new measure shouldn't have equally easy sail-
ing. And given that this time there's interest in the Senate as well, we
hope this will culminate in swift enactment of the measure into law.
This year's bill is off to a good start, and merits an even better finish.
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Well-crafted worker discipline program diminishes risk

> P .

Joseph C. Palenno

is a technical director
for the Public Sector
Services, Oil & Gas

and Financial

and Professional Services
business units

of St. Paul Travelers

Cos. Inc.

By Joseph C. Palermo

In today's litigious environment, busi-

ness executives need to work closer

with their risk management and
human resources teams to create effec-
tive multilayered employee discipline
programs that will reduce liability,
improve morale and even save lives.

A well-designed employee discipline
program can help mitigate both minor
problems, such as an employee wear-
ing inappropriate clothing, and major
problems, such as an alcoholic
employee whose duties require driv-
ing.

The following are elements of a suc-
cessful employee discipline program:

Create an effective hiring pro-
cess. Standardize job descriptions and
applications to ensure only qualified
candidates are considered. Personnel
involved in hiring should be formally
trained on effective interviewing tech-
niques, and once candidates meet the
initial criteria, conditional offers can
be made. This allows an organization
to check references, perform drug test-
ing and check criminal or financial
records before hiring.

Secure the support of adminis-
tration. Get the buy-in of the organi-
zation's leadership. Supervisors who

refuse to terminate or otherwise disci-

pline rule violators will erode the
validity of the system. Build support
for the program by securing the input
of senior management during the
development phase.

Work with a labor attorney.
Secure the advice and ongoing counsel
of an attorney specializing in local
labor law. The attorney should review
every aspect of the proposed discipline
program, and should advise on the
wording of disciplinary documenta-
tion and the structure of an employee
grievance process.

Publish an employee manual.

This document will take time to cre-

ate-sometimes as long as eight
months in a union environment. But,
it is worth the effort. Manuals should
include policies on proper and
improper attire, offensive behaviors,
use of fleet vehicles, Internet and e-
mail usage, and tardiness and
absences. It should also outline the
counseling, discipline and grievance
processes. Once the manual is final-
ized, all employees should be required
to provide written agreement to the

terms outlined in the manual.

Train supervisors. Supervisors
must understand all of the behavioral
policies and disciplinary procedures
because they will be on the front lines
of explaining and enforcing the pro-

gram. More importantly, management
should be trained on coaching and
counseling practices that are designed
to help employees avoid running afoul
of the discipline system.

Always begin with counseling.
It may seem counterintuitive, but the
goal of an employee discipline pro-
gram should be to avoid disciplinary
action. The purpose is to correct
behaviors and fix small problems
before they escalate. Most people
respond well to an initial discussion
and a definition of the conditions that
would require further action. If the sit-
uation does progress, it should move
to written acknowledgement of the
verbal counseling.

Establish an employee evalua-
tion process. Regular performance
reviews are an important component
of an employee discipline program,
but are not the venue for bringing up
new problems. There should be no sur-
prises in an evaluation. As a rule of
thumb, positives should outweigh
negatives by 5-1.

Offer an employee assistance
program. Frequently, discipline
problems can be traced to extenuating
circumstances such as alcohol and
drug abuse, mental health issues and
family crises. Most health plans offer
EAPSs that can help employees get the

support they need and prevent person-

al issues from spilling over into the
work environment.

Standardize documentation.

Create form letters that document

when counseling has taken place and
exactly what was discussed. This both
accurately informs employees of an
official offense, and defends the orga-

nization if an employee later alleges
that he or she was unaware of their
detrimental conduct.

Establish a grievance proce-
dure. Employees may not always
agree with a supervisor's version of
events, and must be provided with a
forum for disputing disciplinary
actions. Consult with a labor attorney
about systems that comply with state
laws.

Effective employee discipline pro-
grams are often required to secure
employment practices liability insur-
ance coverage and other policies
because they significantly reduce over-
all risk exposure. Additionally, organi-
zations that correctly implement these
programs actually end up with
improved employee morale. As long as
policies are clear and rules are consis-
tently and fairly enforced, with an eye
toward helping employees succeed
within the program, companywide
acceptance is assured.

Preserve ERISA plans with proactive, voluntary changes

By Marcia S. Wagner

The Employee Retirement Income
Security Act of 1974 includes govern-
ing rules that are complex and con-
stantly changing. Plan fidudaries,
administrators and managers of a
plan face the most penalties due to
this act. These sanctions were a sig-
nificant obstacle to employers con-
templating establishing tax-qualified
plans as well as welfare benefit plans.

For this reason, the government
utilizes penalties and rewards to
ensure legal compliance for ERISA
plans. The rewards include self-cor-
rection programs that can be used if
mistakes are made, while the penal-

ties are extreme tax sanctions that

are imposed if a sponsor is caught

out of compliance.

A tax-qualified plan can become
disqualified in many ways. Regard-
less of why it was disqualified, the
plan will lose-retroactively and
prospectively-its tax advantages as
well as subject the sponsor to penal-
ties that can exceed half the value of
the plan's assets. Penalties can
include denial of corporate deduc-
tions, taxation of pension trusts and
halting the ability to roll over indi-
vidual retirement accounts.

The most common disqualifica-

tion is a form defect. This occurs
when the plan is not updated to
reflect changes in tax law, for exam-
ple GUST and the Economic

Growth and Tax Relief Reconcilia-

munity Renewal Relief Act.

require timely elective deferrals.
Two other common problems are

tion Act of 2001. If your plan has
not been updated for these laws
between 2003 and 2005, it is likely
disqualified and should be
reviewed. "GUST" refers to the fol-
lowing tax laws: the General Agree-
ment on Tariffs and Trade, the
Uruguay Round; the Uniformed
Services Employment and Reem-
ployment Rights Act of 1994; the
Small Business Job Protection Act of
1996; and the Tax Relief Act of
1997. It also includes the Internal

Revenue Service Restructuring and
Reform Act of 1998 and the Com-

Another typical disqualification
is an operational defect. This occurs
when the terms of the plan are in
compliance with the law, but the
plan is not operated in accordance
with its terms. Examples include
allowing entry into a plan after six
months of service when the plan
requires 12 consecutive months for
entry, or making late contributions
to a 401(10 plan when its terms

demographic and employer eligibili-
ty defects. A demographic defect
occurs when a plan initially satisfies
the various nondiscrimination test-
ing rules, but falls out of compliance
because of a change in the workforce.
Employer eligibility defects occur
when an employer adopts a plan that
it legally cannot adopt (e.g., a for-
profit entity adopts a 403(b) plan).
These defects may be cured under
the Employee Plans Compliance
Resolution System, which places
plan participants in the position
they would have been in had the
defect not occurred. EPCRS is condi-
tioned on correction by the plan
sponsor and provides general guide-
lines on correction principles and
some specific correction methods.
These correction programs are avail-
able only if an Internal Revenue Ser-
vice audit has not commenced.
Plan offidals and employers that
engaged in prohibited transactions
may apply to the Department of
Labor for relief under the Voluntary
Fiduciary Correction program. A
prohibited transaction is, in gener-
al, a non-arm's-length transaction
between an ERISA plan and "par-
ties-in-interest." A prohibited trans-

action will occur when a service

provider to an ERISA-covered plan

owed to eligible participants.

VFC program include:

rates.

plans.

to a sponsoring employer.

market value.

(also known as a party-in-interest)
engages in transactions with the
plan that harm the plan's economic
interests by, for example, over-
charging the plan or the plan
receiving below-market rates of
return for the risk involved and the
plan having its assets dissipated-all
as a result of its relationship with
the service provider. Applicants
must fully correct any prohibited
transactions, restore any resulting
plan losses with interest and dis-
tribute any supplemental benefits

Some of the fiduciary breaches
eligible for correction under the

* Loans to or from parties-in-
interest at below-market interest

- Late payment of participant
contributions to pension or welfare

- Sale and leaseback of property

= Purchase or sale of assets

between a plan and a party-in-inter-
est or an unrelated party at below-

Given that prohibited transac-
tions can result in up to a 100%

excise tax on the amount included

in the transaction-plus interest and

penalties in addition to significant
exposure to litigation-it is usually
prudent to consider using the VFC.

Most pension plans, and all wel-
fare benefit plans with more than
100 participants, must file Form
5500 annual with the Labor Depart-
ment. Failure to do so can result in
penalties of more than $1,100 per
day. To encourage plan sponsors to
submit Form 5500, the federal agen-
cy created the Delinquent Filer Vol-
untary Compliance program, which
reduces penalties if Form 5500 is sub-
mitted voluntarily before audit.

The government created volun-
tary compliance programs as a way
to provide an incentive to the pri-
vate sector to bring pension and
welfare plans into legal compliance.
Voluntary correction programs are
attractive because the sanctions are
so significant. However, these pro-
grams are not available if a plan is
under governmental audit. There-
fore, it would behoove most
employers to engage in a due dili-
gence check of their ERISA plans to
detennine if all is in good order.

Marcia S. Wagner is president of W*
ner Law Group, a Boston tinn special-
izing in ERISA, employee benefits and
employment law.
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VOLUNTARY BENEFITS

More employers help their Should voluntary plans seek B E N E F | I S
employees battle identity protection through ERISA?

theft, but coverage is far Approach has advantages and

from universal / Page 14 disadvantages / Page 14 MANAG E M E N T

Optional benefits
grow, but slowly

Employer response to higher costs
also reinforces consumerist trend

A By JUDY GREENWALD

Voluntary benefits are enjoying steady, if unspectacular,
growth as firms continue to introduce programs that
| g complement their employer-paid benefits packages and
strive to offset some of the ill feeling among employees
as health care cost increases continue.
At the same time, employers are moving away from a
"one-size-fits-all" approach and offering programs that
reflect their employee populations-such as concierge

services for workers in their 205 and long-term care for
those in their SOs.

The most popular voluntary benefits, though, contin-
ue to be the standard insurance coverages: auto, home-

owners, accidental death and dismemberment, disabili-
ty, life, dental and vision (see story, page 12).

11 Interest in voluntary benefits continues to grow, say

' observers. According to a 2006 MetLife Study of Employ-

1 | ee Benefit Trends, 20% of all employers are offering a
| r wider array of voluntary benefits compared with the pre-

vious year.
Employers are reviewing what
expansion of they already do offer as well as

offerings, the most looking to expand it," said Rich
a popular voluntary Fuerstenberg, a principal with Mer-
n cer Health & Benefits in Princeton,

benefits among

TRADITION: Despite

employers and NJ. "A lot of that is being fueled by

employees remain some of the cost pressures in other
3. life, disability areas of benefits," he said.

and auto insurance. Employers facing higher health

Page 12. care costs are offering voluntary

benefits to try to "offset some of the

bad taste" created by pushing more
health care costs onto employees, said Vincent Ashton,
executive director of New York-based HealthPass, a con-
sulting firm that focuses on small companies.

In addition, increased voluntary benefit offerings are
part of a growing shift toward health care consumerism,
observers say.

Employers are "moving away from a world of entitle-
ment"” to one of engagement, where employees are
being asked to make selections and pay more "and vol-
untary benefits are playing a big part in that," said Rick
Elliott, Atlanta-based chairman of Willis Benefits, a unit
of Willis Group Holdings Ltd.

As recently as six or seven years ago, an employer's
attitude towards voluntary benefits might have
been, "l don't want to be hassled" by their administra-
tion, said Robert Maloney, vp, national affinity sales,
with Boston-based Liberty Mutual Insurance Co., which
offers auto and homeowners voluntary benefits.
Now, though, "it's become a more accepted product
line.”

And insurers are offering a wider variety of programs,
said Charlotte Lazar-Morrison, director of human
resources at The Aerospace Corp., of El Segundo, Calif.

Last year, the research and development company

See CHOICES next page

Next Benefits Management Section: March 5 - Health Care Cost Control
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Traditional voluntary benefits remain on top

Employers are more
selective when adding new
volunmry benejitprograms

By JUDY GREENWALD

Although the range of voluntary benefits
includes such diverse programs as pet insurance
and legal services, observers say traditional cover-

EMPLOYEE BENEFIT STRATEGIES

Partic,pants rank the most important benefits strategies

Benefits to help work/life balance
37%
Employee decision support tools

28%

Cost shifting to employees
25%

ages, such as life, disability and auto insurance, Common platform for administration

remain among the most popular for both
employers and employees

"There's still a lot of emphasis, | think, on
some of the core benefits, where employers don't
want to provide as much life insurance, or don't
want to provide disabiltty insurance from date of

25%

Retirement planning
23%

401(k) investment education

22%

hire," said John Vollmer, a principal with Buck Wider array of voluntary benefits

Consultants L L C. in St Louis

20%

Salinas, Kan -based Sunflower Bank decided to Employee self-service on Internet/intranet

offer short-term disability coverage as a voluntary
benefit for its 460 employees in light of its bene-
ftts offerings, said Patrick Salmans, vp of human

"Some of the things that we looked at were the
shortcomings of our benefits package," which,
for instance, covers long-term disability, but not
short-term disability It "was a gap we needed to

17%

Internet access for all employees
17%

General financial planning

14%

Outsourcing benefits administration

13%

fill," said Mr Salmans. The bank offers its volun- Build or expand benefits Web site

tary benefits through American Family Life
Assurance Co of Columbus, in Columbus, Ga

12%

"We certainly see a lot more interest" in cover- Source Me,Life

ages, including vision and dental, said Jay Savan,
a St. Louis-based principal with Towers Perrin.

In addition, "l think the areas of voluntary that don't have personal life insurance We see pet insurance

BENEFITS MANAGEMENT

Choices

Benefits

because group plans typically have limits that
will not provide coverage for those above a cer-
tam salary level
Financial planning tools are also popular, say
observers "l see employers putting m more and
more voluntary benefits to assist" their employ-
ees in financial planning, such as a benefit that began offering its employees a long-
offers workers several visits Mth a financial plan- term disability policy that can be
ner, said Barry Barnett, a principal with Pncewa- converted into a long-term care
terhouseCoopers LLP m New York. policy, she said "l think insurance
But employers are selective For example, The companies are getting creative
Aerospace Corp of El Segundo, Calif, which about the products they're offenng
offers voluntary benehts including vision, life to make them interesting to
insurance and disability coverage, has considered people "
adding others, such as legal and pet insurance,
but has not done so, so far "You have to we.gh
the administration,” and conduct a cost-beneftt Employers are now offenng vol-
analysis, said Charlotte Lazar-Morrison, director untary benefits that meet their
of human resources employee population's diverse
Atlanta-based Home Depot Inc IS cautious needs, say experts.
about adding new benefits, said benefits Vp The diversity in today's work-
lleana Connally. "We're always looking at new force, with the baby boomers, fol- ;
opportunities, but we want to make sure that towed by the "X" and "Y" genera-
when we do offer something, that it's sohd m tions, "is probably greater today
terms of its sustainability, m terms of its qualq, in our workforce than ever before,
m terms of the value" it provides employees, said said Lance Osborne, vp, field
Ms Connally force development, for the Amercan
"If I'm Just going to offer an associate some- Family Life Assurance Co of
thing they can go out and get on their own, with- Columbus, in Columbus, Ga
out adding value to it, it may not make any "And that creates a need for com-
sense,"”" she said.

more diverse

CONTINUED FROM PREVIOUS PAGE

Ageappeal

panies to get creative--in fact, inno-

Home Depot's voluntary benefits, which are vative-in their plan designs and
provided by New York-based Metropolitan Ltfe their benefit offenngs, so you're see-
Insurance Co, now include long-term care, legal ing a lot of companies moving away

services, auto and homeowners insurance and from this one-size-fits all because, in

fact, it doesn't flt at all, and they're

(accidental death and dismemberment) and vol- those sales continuing to be good," said Charles Meanwhile, New York-based Innovest Strategic looking for opportunities through
untary life insurance is as robust as it's ever Baggs, executive vp and chief administrative offi- Advisors Inc offers a voluntary beneftts package voluntary products that are more
been," said Mr Savan Several companies lately cer of Jacksonville, Fla -based Amencan Heritage to its 20 U.S -based employers that includes life suited to the diverse workforce,
have either eliminated, or greatly reduced, the Life Insurance Co, a subsidiary of Allstate Corp insurance, long-term disability and AD&D cover- Mr. Osborne said

level of core life Insurance they offer and replaced Also, companies are "rethinking their core dis- age but only two employees have opted for the What appeals to those under

it Mth a voluntary program

ability offenng, and going to a much more Spar- coverage, said Chief Financial Offlcer Alex Marks the age of 30 and those over 50 "can

"l think more and more people are looking at tan core offering,"” with options for employees to The company IS considenng a subsidy to be very different," said David
life insurance as something that's an individual's buy additional coverage, said Mr Savan.
choice," rather than a benefit that should be Rick Elliott, Atlanta-based chairman of Willis benefits "It might help to have more choices and senior consultant with The
offered by employers to employees at two times Benefits, a unit of Willis Group Holdings Ltd, within the voluntary benefits," he said "Perhaps Segal Co

base salary, said Mr. Savan

said he is seeing "a greater influx of individual that's one of the reasons why there's low partici-
"There are still a lot of people in this country disability policies, particularly for executives," pation"

encourage enrollment. It may also add more Downer, a Washington-based vp

Employers are "trying to match
up to some reasonable degree what
each one of those different groups
will view as being valuable to
them," giving them choice and flex-
ibility, said Mr Downer

Limited voluntary benefit plans ease health care cost burden

A growing number of employers nonsmoker ranges from about $7 ments or outpatient surgenes, and manager for Flex Shield, = mini-
are offering voluntary benefits to $13 monthly, said FrankdJ Fim- are designed to cover the gaps left med plan, m American Interna-
that help employees cope with mano, New York-based senior vp by high deductible plans, say tional Group Inc's accident and
rising medical costs. observers
In particular, employers are Policy limits, though, can be These mini-med plans cover in many cases employers will
offering disease or critical iliness significantly higher Randall basic medical services, including make a contribution to the plan’'s
policies, which provide lump Stram, Bridgewater, N J -based vp, physician visits and prescription costs
sum payments upon the diagno- employee paid products, for drugs Mr Fimmano said these Gisele Sampson, manager, ben-
sis of a particular disease, and Metropolitan Life Insurance Co., policies have annual maximums efits and HRrisk, at Sumner,
"mini-med" policies, which are said MetLife's policy can provide of anywhere from $5,000 to Wash -based REI Inc, an outdoor
limited plans designed for part- between $10,000 and $100,000 m $50,000 and w111 include compo- gear and clothing retailer, intro-
time, seasonal or temporary coverage, with no deductible nents such as in-hospital treat- duced such a program to its 4,500
employees, or for the small "Someone diagnosed with one ment, hospital room and board, part-time, seasonal and tempo-
employers that may not offer an of those several conditions outpatient treatment and X-rays rary workers last year through an
employer-paid medical coverage receives a lump sum payment to But they have "serious limita- Aetna Inc. unit
plan use any way they choose," tions," such as, for example, a The program offers $ 10,000 in
Disease policies provide em- whether it is for a second opinion, maximum of five doctor usits per benefits, which was based on a
ployees with a lump sum pay- to make their homes wheelchair year, with a $15 co-pay. study by REI that indicated 89%
ment upon the diagnosis of a accessible, or to cover the cost for Mini-med plans have had a of the claims m its malor medical
major illness, such as life-threat- leaving the country to receive "very significant increase in activ- plan were less than $5,000, said
ening cancer, heart attack, kidney medical treatment, said Mr. ity" over the past couple of years, Ms. Sampson.
failure, stroke, organ transplant Stram. said Mr Fimmano Ms. Sampson said to encourage
or paralysis, among others He noted that MetLife requires As employers ftnd the cost of enroliment, REI subsidizes 60% of
Observers note that unlike employers that offer these plans providing health care coverage the program's cost Employee
low-deductible plans, these poll- to also have underlying compre- to their employees "becoming response to the program was
cies can be used in conjunction hensive medical coverage for their between very expensive to pro- "huge," said Ms. Sampson. It was
Mth employees' health savings employees hibitive, it's become a good "greatly appreciated,"” she said,
accounts without leopardizing A related policy is medical way" for the employer to provide noting that more than a quarter
their tax-free status. bridge or gap plans, which pro- access to affordable coverage to of eligible employees have chosen
The cost of $10,000 m disease vide lump sum benefits to its employees, said Phil Grece, to participate
coverage for a single, 35-year-old employees for hospital confine- New York-based vp and product

at Aon Consulting health division, who noted that

-By Judy Greenwald

A 25-year-old, for instance, "is
lust not interested in buying life
insurance, or long-term care," but
likes htness or vacation club dis-
counts and other concierge-type
services, while older workers are
more interested in long-tenn care
and supplemental insurance for
their post-retirement years, said Mr
Downer

"Those are the kinds of things
they ftnd important or valuable,
and that's what we're encouraging
employer groups to look at," said
Mr Downer.

Voluntary benefits at the Arling-
ton, Va -based Stanley Associates
include life insurance, accidental
death and dismemberment, vision
and a commuter benefit thaf
includes papng for parking expens-
es on a tax-free basis, said benefits
manager Kara Svehla

The firm selected ItS benefits
based on informal focus groups
formed from among its 2,300
employees, which it used to "find
out what our employees are looking
for most; said Ms. Svehla. The gov-
ernment consulting firm is also
considering adding other voluntary
beneftts, such as legal services and
car, homeowners and pet insurance,

she said
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Employers joining identity theft battle Pluses and minuses

But many unconvincedjob-related assistance outweighs the added work

By LOUISE KERTESZ

Concerned about security breaches
that expose employees' personal
data and the many ways identity
thieves steal personal information,
more major U.S. employers are
interested in making identity theft
coverage available to their employ-
ees, consultants and insurers say.

"It's something that's becoming
much more important to employers
of all sizes," so consultants are
researching the market to help
clients sort out the various identity
theft insurance products available,
said Vince Ashton, executive direc-
tor of HealthPass, a small-business
health care purchasing cooperative
based in New York.

Mr. Ashton wants to add an iden-
tity theft insurance product-which
could be offered as an employer-
paid benefit or a voluntary bene-
fit-to the suite of services Health-
Pass offers employer members.

"Employers and employees need
help in sorting through the maze of
products and what they do," said
Paul Kersting, principal in the
health and welfare practice at Buck
Consultants L.L.C. in Atlanta.

Identity theft coverage is avail-
able through numerous channels
that include employer-paid group
insurance from American Intema-
tional Group Inc. and St. Paul Trav-
elers Cos. Inc. These policies, with
$25,000 limits, cover out-of-pocket
expenses in recovering identity,
including lost wages and legal fees.
The policies include optional
restoration services, in which a case-
worker walks the policyholder
through the steps necessary to
restore identity.

AIG has 10 such programs in force
covering 10 million individuals who
are employees, customers or mem-
bers of an association. The programs
offered by employers for their
employees are increasing, said Nancy
Callahan, vp of AIG's identity theft

and fraud division in New York.

St. Paul Travelers has more than
1,000 commercial group identity
theft policies in force, a number

that's "been growing significantly
over the past several years," said
Hartford, Conn.-based Joe Lester,
identity fraud product manager for
St. Paul Travelers.

AIG recently introduced a prod-
uct for employers to offer as a vol-
untary benefit. It provides broad
coverage for financial losses due
to fraud, including identity theft

and other losses such as theft from

an escrow account. The product

'With many voluntary
plans, people tend not to
get interested until they

have a need, and then it

may be too late.'

Gail Gentile, Palm Inc.

indudes restoration services.

For Metropolitan Life Insurance
Co., identity theft restoration ser-
vices are included at no additional
charge if an employee takes auto or
home insurance products offered as
a voluntary benefit by their employ-

er, said Karen Manning, vp of group
auto and home sales for New York-
based MetLife.

"Our research shows that resolu-
tion (restoration) is the better cover-
age," minimizing the loss in work
time when an employee's identity is
stolen. "It can take up to 20 work-
ing days to restore their credit," said
Ms. Manning, who is based in War-
wick, R.I.

MetLife said 55 of the Fortune
100 companies offer the identity
theft option with their voluntary
auto or home policies in most U.S.

states.

Some employers offer identity
theft restoration services as a volun-
tary benefit through prepaid legal
assistance programs. Such programs
may outline the steps needed to
restore identity, but may not pro-

Identity losses top $56.68

Identity thieves use personal
data they have stolen to open
bank and credit card accounts,
buy cars and merchandise, rent
apartments, and obtain medical
care and employment in the
victim's name.

According to the Privacy
Rights Clearinghouse, security
breaches since February 2005
have exposed more than 100
million data records of U.S. resi-
dents, induding Social Security
numbers, credit card account
numbers and driver's license
numbers. The San Diego-based
nonprofit consumer informa-
tion and advocacy organization
maintains a chronology of
breaches that expose individu-

als to identity theft.
Although U.S. adult identity

fraud victims decreased from
9.3 miillion in 2005 to 8.9 mil-
lion in 2006, the value of the
fraud rose from $54.4 billion in
2005 to $56.6 billion in 2006,
according to a Javelin/Better

Business Bureau survey.
The total resolution time-or

the time it takes a victim of
identity theft to straighten out
his or her credit records and
restore his or her identity-was
at an all-time high of 40 hours
in 2006. That compares with 28
hours in 2005, according to the
2006 Javelin/Better Business
Bureau survey.

-By Louise Kertesz

vide a caseworker.

Most homeowner insurers offer or

are in the process of rolling out some
form of identity theft protection,
said a spokesman for the Insurance
Information Institute in New York.
Several observers said many people
don't realize they can buy identity
theft protection as part of their auto
or homeowner policies.

More states are requiring employ-
ers to notify their employees when
an incident occurs that may com-
promise their personal data, such
as the loss of a laptop containing
human resources information.

Although employers have con-
cerns about liability in these
instances, "in working with a num-
ber of companies in developing this
suite of (identity theft) products,
before the fear of lawsuits, employ-
ers have a genuine concern about
the impact of the notification letter
on the employee when they receive
it," said AIG's Ms. Callahan.

The frustration and anxiety of
having one's identity stolen , can
take its toll on performance at work.
"Employers are much more con-
cemed about maintaining the work
environment and employee loyal-
ty" by helping affected employees
restore their identity, Ms. Callahan
said.

Mixed perspectives

Should employers offer the cover-
age as a voluntary benefit?

"With all the stress just to pro-
vide health care benefits, | could
definitely see employers offering
this as a voluntary benefit," said
Buck's Mr. Kersting.

But Gail Gentile, senior director
of global compensation and bene-
fits at Palm Inc., in Sunnyvale,
Callif., said Palm decided to offer the
AIG policy as a group benefit. "I
wanted everyone to have access to
the coverage. With many voluntary
plans, people tend not to get inter-
ested until they have a need, and
then it may be too late," she said.

"ldentity theft is an emotional,
frustrating, time-consuming experi-
ence. | felt it would benefit the indi-
vidual to have professional support,
and at the same time it made sense
from a company standpoint
because it would help people be
able to concentrate on things at
work," Ms. Gentile said.

But some consultants say identity
theft coverage is not a high priority
for employers or employees.

Aon Consulting has assisted
clients in offering identity theft cow
erage for more than two years-
both as an employer-paid and a vol-
untary benefit, said Robert Moriar-
ty, assistant vp in the elective bene-
fits practice in New York.

Although numerous companies
offer identity theft coverage, "in
talking to clients, | don't think
there's a groundswell of interest out
there," Mr. Moriarty said.

The supplier of a voluntary prod-
uct once sponsored by Aon stopped
offering the coverage because "they
came to the realization that em-
ployees would not buy it," Mr.
Moriarty said. "It's a mindset: It will
never happen to me."

of ERISA protection

Business and ecpert
views often differ
on voluntary benejits

By JOANNE WOJCIK

While many consultants and insur-
ers say voluntary benefit plans
should be governed by the Employ-
ee Retirement Income Security Act
because of the liability protections it
provides to employers, not all
employers agree.

If a plan member is dissatisfied
with how a claim is handled by a
benefit plan that is governed by
ERISA, he or she can bring suit only
in federal court and damages are
limited to unpaid benefits and attor-
neys fees.

For plans not governed by ERISA,
disgruntled members can sue in
state court, which can lead to
awards of compensatory and puni-
tive damages.

Employers must file summary
plan descriptions and the Form
5500 series with the U.S. Depart-
ment of Labor to obtain ERISA pro-
tection for voluntary benefit plans.
That can be time-consuming and
add costs to administering a plan
that is not supposed to cost employ-
ers a dime.

Moreover, ERISA protection is
available only for so-called "welfare

Ways to avoid

Some employers will go to great
lengths to ensure that a new vol-
untary benefit program is not
governed by the Employee
Retirement Income Security
Act-only to have it all come
tumbling down when a high-lev-
el executive announces the pro-
gram's availability over the com-
pany intercom system.
"Someone could consider an e-
mail that lets employees know
about the availability of the bene-
fit as an endorsement, or even the
fact that an employer has negoti-
ated a group rate," said Mary Eric-
son, assistant vp of regional
accounts and consumer segment

leader at Hartford Life Insurance

Co. in Simsbury, Conn.

"It would be OK to announce
the program, but if you put
the company logo on booklets, or
tell people that the president is
very excited about the program
and they want employees to con-
sider it," it could be considered a
company endorsement, thereby
making the benefit subject to
ERISA, said Mark Holloway, a
senior vp at Aon Consulting in
Winston-Salem, N.C.

He added that voluntary bene-
fit plans may be deemed under
ERISA jurisdiction if employees
are permitted to pay premiums
for them on a pretax basis via

plans"” such as health care and pen-
sion benefits, so voluntary prograins
such as insurance for pets, automo-
biles or legal expenses would not

qualify. This could put the onus on |

employers to segregate administia-

tion of certain plans that in many

cases are underwritten by a single

insurer.

"There are good and bad things 1
about coverage under ERISA,".said i
Mark Holloway, a senior vp at Aon |
Consulting in Winston-Salem, N.C. 1

“You have to do the reporting and
disdosure.”

Employers that fail to do so faze K
financial consequences, including ;
penalties and fines that would be 1

levied by the DOL, he said.
"If you've got an ERISA plan and

treat it as such, but you don't file ,

5500, you'd go under the delin-
quent filer program,” he said.

Employers also must meet
requirements under the Consolidat-
ed Omnibus Budget Reconciliaticn
Act for voluntary benefits that are
health-related, and there are penal-
ties for failing to send COBRA
notices to employees in a timely
manner, Mr. Holloway added.

Punitive damage protection

On the plus side, however, 'if

someone sues and it's an ERISA

plan, all the state law remedies as far

Continued on next page

invoking ERISA

Section 125 of the Internal Rev-
enue Code.

"Some people believe pretax
payments can be exempt from
ERISA, but that's a controversial
position," said Henry Saveth, an
attorney at Mercer Human
Resource Consulting in New
York.

However, he said the U.S.
Labor Department has yet to rule
on such situations.

The following are so-called
"safe harbors" that employers
can use to ensure the voluntary
benefit plans they offer are
exempt from ERISA:

= No contributions are made
by an employer.

- Participation is completely
voluntary.

* The sole employer program
functions are, without endorsing
the program, to permit the insur-
er to publicize the program to
employees or members, to col-
lect premiums through payroll
deductions and to remit them to
the insurer.

« The employer receives no
consideration other than reason-
able compensation, excluding
any profit, for administrative ser-
vices actually rendered in con-
nection with payroll deductions
for the program.

-By Joanne Wojdk
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as bad faith, punitive damages, fell
under the boards," Mr. Holloway
said. "They can get benefits and
attorney fees, but that's it."

"l really can't see any good reasan
why an employer might not want
their voluntary benefit plans to be
governed by ERISA," said Mary Eric-
son, assistant vp of regional

accounts and consumer segment
leader at Hartford Life Insurance Co.

in Simsbury, Conn. "ERISA affords
the employer a lot of protections.

'So-called experts ....don't

live and breathe this stuff

day in and day out like
employers do.'

Ray Brusca, Black & Decker Co.

The only potential benefit would be
not having to do some of the report-
ing requirements and the filings like
5500 forms or SPDs," or summary
plan descriptions.

"But, in essence, if they are offer-
ing any kind of health or benefit
plan, they've got to go through an
ERISA process anyway, so the add -
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tional work to include a life or dis-
ability product is probably minimal
and, conversely, the pitfalls of trying
to structure non-ERISA can be pretty
deep," Ms. Ericson said.
Approximately 43% of Hartford
Life's book of business is voluntary
benefits and "99% of our clients
structure their voluntary benefit
plans as ERISA unless the employer
is not governed by ERISA," such as
public entities, Ms. Ericson said.
While consultants and insurers
tout the benefits of ERISA protection
for voluntary benefits, not all
employers are convinced they out-
weigh the required additional work.
"l understand the theories put
forth by these so-called experts,”
said Ray Brusca, vp-benefits at Black
& Decker Corp. in Towson, Md.

WE'RE SO OBSESSED

ABOUT OUR

BENEFITS MANAGEMENT

COVERAGE,

WE CONSIDER PUBLISHING

IT A FRINGE BENEFIT

OF THE JOB.

"However...they don't live and
breathe this stuff day in and day out
like employers do. The reality is,
there's so much extra work you have
to do in terms of (Labor Depart-
ment) filings...you've got to weigh
that vs. possibly using ERISA as a
legal shield in the eventuality that
you get sued."”

Black & Decker offers group uni-
versal life administered by Marsh &
McLennan Cos.' Marsh@WorkSolu-
tions and insured by Metropolitan
Life Insurance Co. of New York, as
well as auto and homeowner insur-
ance, also underwritten by MetLife.

"When you get down to having
to issue plan documents, having to
issue notices of material modifica-
tions, having to issue (Health Insur-
ance Portability & Accountability
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Act)-this and HIPAA-that, and all of
the other legislative requirements, |
think it would add exponentially to
not only the burden (of administer-
ing voluntary benefits) but also
reduce the likelihood of companies
even wanting to offer those bene-
fits," said Mark Kitchen, director of
benefits at Marsh Supermarkets
L.L.C. in Indianapolis, which is not
affiliated with MMC.

"Once you get outside of your
core benefit offering, | would, as a
benefit manager, look at the burden
to the department and the adminis-
trative hassle vs. the employee gain
and worth of those programs and

not want to get into that business
unless it would be a definite advan-

tage," Mr. Kitchen said.
Marsh Supermarkets offers all
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employees most of the products
underwritten by Columbus, Ga.-
based Aflac Inc. and a limited medi-
cal plan for part-time associates. The
supermarket chain also administers
via payroll deduction a handful of
legacy voluntary benefit plans that
haven't had any open enroliments
over the past several years.

"Most employers run the other
way when they hear the word
ERISA," said Henry Saveth, an attor-
ney at Mercer Human Resource
Consulting in New York. "Twenty or
30 years ago, employers used to see
it as a matter of life and death
because they hated ERISA. But now
it's not so bad, it iust requires a little
extra reporting work, and the ERISA
protections could be seen as favor-
able to the employer."
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1 Louisiana commercial property/

Market
Moves

casualty intermediaries in the ener-
gy and marine industries, and his
staff will remain in Lockport as a
Brown & Brown specialty division.
Daytona Beach, Fla.-based Brown
& Brown said Shapiro President

1 Howard Shapiro and his staff would

Gallagher & Co.
acquires Elite Benefits

ITASCA, 111.-Arthur J, Gallagher &
Co. has acquired Elite Benefits
Insurance Marketing Services Inc., a

benefits consultant and brokerage,
for an undisclosed sum.

Elite Benefits President John
Young and his staff will continue
operating in Irvine, Calif,, under the
direction of Norbert Chung, western
regional executive vp of Gallagher
Benefit Services Inc., Itasca, » lll.-
based Gallagher said in a statement.

Brown & Brown

adds Fla., La. operations
DAYTONA BEACH, Fla.-Brown &
Brown Inc. has acquired Tallahas-
see, Fla.-based Shapiro Insurance
Inc. and three Lockport, La., opera-
tions-Marcello Agency Inc., Amer-
ican Insurance Service Inc. and Bey-
er-Beeson Insurance Agency Inc.
Jerry J. Marcello, president of the

merge into Brown & Brown's exist-
ing Tallahassee office. The Shapiro
operations focus on employee bene-
fits and administration, commercial
lines and personal insurance.

The acquisitions had combined
annual revenue of about $5 million.

OBE buys P/C insurer
in Latin America expansion

NEW YORK-QBE the Americas
agreed to buy specialized Mexico-
based insurer Cumbre Seguros from
private investors-a transaction that
must receive Mexican regulatory
approval and is expected to dose
during the second quarter, QBE said.

The New York arm of Sydney,
Australia-based QBE Insurance
Group Inc. said the purchase of
Cumbre Seguros, a commercial
property/casualty insurer in Mexico
City, completes the fourth of its five
Latin American goals-to open
offices in Argentina, Brazil, Colom-
bia, Mexico and Chile.

Cumbre Seguros had 2006 gross

premiums of about $58 million.

HRH acquires Atlanta
risk consultant, investigator

ATLANTA-Hilb Rogal & Hobbs Co.
based in Glen Allen, VVa., has
acquired "substantially all" of the
assets of Investigative Solutions
Inc., an Atlanta risk management
consultant and investigative service
provider, HRH said.

Former FBI agent and ISI Presi-
dent Harold Copus and his team
will operate ISI in Atlanta as a
branch of HRH Risk Mitigation Inc.

Martin L. Vaughan Ill, HRH chair-
man and chief executive officer, said
an "increasing number of emerging
risk issues" and "elevated" client
demand prompted the purchase.

Mr. Copus said- joining HRH
would allow ISI to meet "increasing-
ly sophisticated client demands."

IS1 had about $1.5 million in
annualized revenue in 2006, the
companies said in a statement.

Chiltington sets up
office in Mexico City

MEXICO CITY-Chiltington Interna-
tional Ltd. opened a Mexico City
office Jan. 1, the London-based
insurance and reinsurance consul-

tant said. Oscar Botello Moreno is

general manager of the office.

Aon restructures
eitertainment insurer

CHICAGO--Aon Corp. has put its
Aon/Albert G. Ruben arm, which
insures entertainment and leisure
industry risks, under the direction
of Aon's Entertainment Group.

George Walden is Ruben's new
CEO. He succeeds Sam Cargill, now
glOUp chairman. Mr. Walden, now
based in Los Angeles, spent three
decades as president of Ruben's
New York office.

Ruben President Peter Robey will

continue his association with the

pzeviously independent Aon arm
and will be based in London.

Aon said the changes will help it
better serve "large conglomerates”

that dominate today's entertain-
ment and leisure industries.

AVRECO-The Park Group

launches department
CHICAGO-Wholesaler AVRECO-
Tne Park Group has set up a profes-
sional liability department and pro-
moted Peter Upiohn to manager.
Mr. Upjohn most recently was assis-
tant vp in AVRECO-The Park
Group's casualty department, a
spokeswoman said.

Starr Foundation donates

$10M to NY.'s Cooper Union

NEW YORK-The Starr Foundation,
headed by CV. Starr & Co. Chair-
man Maurice R. Greenberg, donat-
ed $10 million to support a $250
million capital campaign by The
Cooper Union for the Advance-
ment of Sciences and Art, reported
Crain's New York Business, a sister
publication of Business Insurance.
The New York arts, engineering and
science institution said the dona-
tion is the largest in its history.
Technology innovation is "the key
to American competitiveness in our
rapidly changing global economy,”
Mr. Greenbezg said.
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Anouncement or RFP O

REQUEST FOR PROPOSALS

REQUEST FOR PROPOSAL (RFP)
GROUP MEDICAL PLANS

The Board of Administration, Los Angeles City

Employees' Retirement System (LACERS) is

accepting bids for the following plans to cover

approximately 10,000 retirees of the City of

Los Angeles, effective January 1,2008:

* Insured Commercial and Medicare + Choice
HMO plans

+ Insured PPO and Medicare Supplement plans

In addition to bids covering the full scope of

services to administer these plans, LACERS

also is accepting bids for the following service

categories as potential carve-outs to the

medical plans.

- Pharmacy Benefit Management services

« Care Support Services which include disease
management, wellness and health coaching

services

An organization that wishes to submit a
proposal must submit a signed, written
request to receive the RFP together with
confirmation that it meets all applicable pre-
qualifying criteria which include having
established operations servicing existing
clients, satisfy current licensing requirements
and maintaining stipulated minimum general
liability coverage. This request and
confirmation must be received at the fax
number shown below no later than 4:00 p.m.
(PST) on Wednesday, February 21, 2007,
without exception.

Ms. Lita Payne

Chief Benefits Analyst

Los Angeles City Employees' Retirement
System

360 E. Second Street, 2nd Floor

Los Angeles, CA 90012

FAX: 213-473-7284

It is the responsibility of the organization to
confirm and document LACERS' receipt of this »
request and confirmation by the above
deadline. The deadline for the questionnaire
proposal submission is 4:00 p.m. (PST) on
Friday, March 23,2007 and the deadline for
the financial proposal is 4:00 pm (PST) on
Friday, March 30,2007. Details on proposal
submission will be in the RFP. Commission or

service fees of any kind will not be payable by
LACERS

Contact Tina Vasilakis at 312-649-5340.
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CONSULTING SERVICES

P & C Broker and Insurer
Performance Reviews & RFP's

Clients include Public Entities, Public & Private Cor-
porations, Large Non-Profits, and HC Providers. Also
expert testimony, alternative risk evals. professional
liability product development, & policy drafting for in-
surers of all sizes. Joseph M. Inwald, JD, CPCU
Jinwald@comcast.net or 248-406-5038

EDUCATION & TRAINING

® AIC, ARM, IIA,
CLU/ChFC, and
CIC candidates

cpPCuU

You'll pass. .You '11 learn more faster.
And,-you'll love The Bumhhjystem
or your money back. Guaranteed!
Call 1-888-BURNHAM Now!

, Www. Bi-hamS*Im.coV
19 Everett St., Southbridge. MA 0 ! 550

Experienced professionals read
Business Insurance

Use B/'s PROFESSIONAL MARKETPLACE to reach them.
Call 312.649.5340 for details.
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To advertise your products or

services in Bl's
BUSINESS RESOURCES,
contact Tina Vasilakis at
(312) 649-5340 or

tvasilakis@Businessinsurance.com

BULLSEYE!
Hit your target audience in Bl's

BUSINESS RESOURCES

Call 312-649-5340 for details.
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Some things just work
better in color.

Like your PROFESSIONAL MARKETPLACE ad
in Business insurance. Contact Tina

Vasilakis at 312-649-5340.
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APRA bans second exec

over reinsurance deal

By SARAH VEYSEY

SYDNEY, Australia-The Australian
Prudential Regulatory Authority has
disqualified Robert Stevenson, a for-
mer group reinsurance officer at
Zurich Re, from being or acting as
the director of senior manager of a
general insurer.

Mr. Stevenson was group reinsur-
ance officer at Zurich Re, a unit of

Zurich Financial Services Group,
from 1999 to 2001.

APRA said that Mr. Stevenson
played a role in facilitating and

structuring a reinsurance deal
between Zurich Australia Insurance

Ltd. and General & Cologne Re

Group Australia that resulted in
ZAlIL's profits for 2000 being over-

stated.

APRA determined that Mr.

Stevenson knowingly facilitated the
transaction and "in doing so
enabled ZAIL to deceive its auditors,
APRA and Standard & Poor's Corp.

as to the true nature and effect of

the transaction.”

Last year, in connection with the
same investigation, APARA disqual-
ified John Stanbridge, ZAIL's former
CFO, from acting as director or
senior manager of a general insurer,
authorized nonoperating holding

company or agent of a foreign gen-
eral insurer.

Takaful insurer, reinsurer

granted Bahrain license

By MICHAEL BRADFORD

MANAMA, Bahrain-Dubai Islamic
Insurance & Reinsurance Co. and
several investors have been granted

a license by the Bahrain Central
Bank to establish a new takaful

nsurer in Bahrain.

IRAO
IRAN

AIT

OATAR

Aman Bahrain Insurance Co. has
been formed with $20 million in
capital from Dubai Islamic Insur-
ance & Reinsurance, Al Salam Bank
and other investors.

A spokeswoman said the new
insurer has not yet announced what
coverages it will write.

Sultan Saeed Al Mansoori, chair-
man of Dubai Islamic Insurance &

Reinsurance, said in a statement that

the new insurer's formation was

prompted by feasibility studies that
"showed a high demand for Islamic
takaful insurance"” in Bahrain.

That demand was "the main rea-

son that encouraged us to establish
an Islamic insurance comp any in
Bahrain," he said.

Meanwhile, the Monetary Au-
thority of Singapore earlier this
month authorized SCOR Asia-Pacif-
ic to apply to the Labuan Offshore
Financial Services Authority for an
extension to its nonlife branch
license in Labuan, Malaysia, to
underwrite retakaful reinsurance
contracts.

SCOR Asia-Pacific, the Singapore-

based arm of French reinsurance
group SCOR S.A., opened a branch
in Labuan in 2000. The Labuan
branch will be the base for the
group's Islamic finance retakaful
activities in Asia.

SCOR said it believes that the
demand for takaful reinsurance has
"high growth potential,” particular-
ly in Asia and in the Middle East.

Adrian Ladbury contributed to this
report.
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Premium volume rises in France

Rate competition
drives decrease

for large risks
By RICK MITCHELL

PARIS-Growth in French commer-
cial insurance premiums lagged in
2006 because of tough rate compe-
tition, according to the French
insurers' association.

Premium volumes for large enter-
prise risks-particularly industrial
risks-fell 2.5% in 2006 compared
with 2005. This was primarily
caused by intense rate competition
but also stemmed from a reduction
in claims from the previous year,
according to the F6d6ration Fran-
gaise des Soci6s d'Assurances.

The federation estimated that
overall commercial premiums grew
2.8%, including 8.1% growth for
civil liability premiums. Premium
volume was flat for automobile and
rose 1.6% for property, as intense
rate competition held down rev-
enue growth in this sector.

However French insurers report-
ed growth in overall estimated
property/casualty and life premium
volume of 12.8% last year-

their best performance in a
decade-to a record €198.4 billion

($261.63 billion).

This followed an 11.0% gain in
2005 and was largely driven by a
16.1% increase in premiums for per-
sonal lines coverage, including life,
health and bodily injury, account-
ing for €155.6 billion ($205.19 bil-
lion), the FFSA said.

"It was a very positive year, but
the news wasn't all good" for insur-
ers, said FFSA President Gérard de la

Martini6re at a Jan. 30 press confer-
ence to release estimates for 2006.

Tough competition

He said tough rate competition
for automotive and business cover-
age contributed to a continued
slowdown since 2002 in premium
growth for property and liability
coverage.

Key concerns included rapidly
increasing liability claims, particu-
larly for automobile accidents, as
well as controversy over medical lia-
bility premiums. In December,
insurers opposed the government's
proposed reform of the natural
catastrophe insurance system.

Casualty premiums rose an esti-
mated 2.2% to €42.8 billion

($56.44 billion) in 2006, mainly
based on an increase in insured
assets. The growth rate was down,
however, from the 3.3% rise in
2005, 4.3% in 2004, 6.9% in 2003

and 7.4% in 2002, according to the
FFSA.

But at the same time, Mr. de la
Martinitre warned, there has been a
very significant increase in the cost
of accidents "that is difficult for the

reinsurance and insurance indus-

tries to support." He said there were
an estimated 23,000 bodily iniury
court cases, up 9.5% in 2006. "The
French market has simply gone off
the tracks," he said.

Insurance for construction risks
saw a significant upswing-14.0%
-benefiting from strong growth in
France's building industry, he said.
Mr. de la Martini6re urged the gov-
emment to be cautious in its pro-
posed overhaul of the so-called Cat-
Nat regime-France's natural disas-
ter pool-which has been delayed
until after the upcoming presiden-
tial elections, slated to begin in
April.

"We are against major changes to
this regime, which plays a stabiliz-
ing role in big disasters. Since 1982,
it has paid out some €10.8 billion
($14.26 billion) in claims," he said.
He added, however, "FFSA does
believe that Cat-Nat compensation
for drought damage needs to be re-
examined.” The reform bill was
inspired by a series of costly
droughts that imposed large pay-
ments on the pool.

LANDOV

Kyrill damage estimates in Germany skyrocket

By RICHARD MILLER

BERLIN-The German insurance

association said last week it had

more than doubled its estimate of

insured property damage losses in
Germany from windstorm Kyrill
to approximately €1.9 billion
($2.47 billion).

On Jan. 19, the Berlin-based

Gesamtverband der Deutschen
Versicherungswirtschaft e.V. esti-
mated losses at about €900 mil-
lion ($1.17 billion).

Edmund Schwake, chairman of
the GDV's nonlife committee,
said in a statement that the
preliminary estimate was based
on comparisons with previous
storms and had to be revised "sig-

nificantly upward.”
The new estimate is viewed as

more accurate because most dam-
age claims have been received by
insurers, GDV said.

Kyrill struck Europe on Jan. 18
with hurricane-force winds that
lasted two days, causing losses
across the United Kingdom and
continental Europe.

For a FREE subscripiton
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New tack to solving ERM problems

John J. Hampton is the
KPMG Professor of
Business and Dean of
the School of
Professional and
Continuing Studies and
Gmduate Business
Programs at St. Peter's
College in New Jersey.
He specializes in
business ethics, legal
liability and enterprise
risk management. He is
a former executive
director of the Risk &
Insumnce Management
Society Inc.

His columns and
interviews with risk
experts are available at
www.Business
Insurance.com/Emerging
RiskStrategies.

By John J. Hampton

When | arrived at St. Peter's College in
2004, | sought and received permis-
sion to put the words "specializing in
enterprise risk management" on my
business cards. Every time someone
sees my card, he or she says something
like "Oh, I've heard of enterprise risk
management. Exactly what is it?"

That would be a fine reaction to a
new idea. It is, however, a sad com-
mentary on a term that has been used
for 12 or so years and, in the past
seven years, promoted by risk man-
agers, auditors and others. A Google
search of "enterprise risk manage-
ment" produces 859,000 hits. At
www.amazon.com are 200 books and
articles on it. One is "COSO Enterprise
Risk Management-Integrated Frame-
work," a 230-page comprehensive
description supported by professional
associations of accountants and audi-
tors. In recent years, the Risk & Insur-
ance Management Society Inc. has cre-
ated an ERM online discussion group,
an ERM Center of Excellence and a risk
maturity tool for evaluating ERM pro-
grams. Articles in Business Insurance
and other publications suggest ERM is
getting little traction. While this situa-
tion has improved some, we need to
rethink how we present ERM and what
it means. There are three problems:

1. Definitions. Everybody has his

or her own for ERM. This includes bro-

kers, accounting firms, consultants
and professional associations. A typical
definition is: ERM is the process of
identifying major risks and business
processes with exposures, forecasting
significance of risks in business pro-
cesses, addressing the risks in a system-
atic and coordinated plan, implement-
ing the plan and holding key individ-
uals responsible.

2. Risk categories. Brokers and
others use different risk categories as
they promote ERM. Examples: In 2001
and 2002, Marsh & McLennan Cos.
Inc., Aon Corp., CFO magazine and
the Economist Intelligence Unit vari-
ously identified four categories of risk:
hazard, operational, financial and
strategic. KPMG in 2001 identified sev-
en categories of risk: strategic, opera-
tional, reputational, regulatory/con-
tractual, financial, information and
new risks. Around that year, Tilling-
hast-Towers Perrin declined to develop
risk categories because it said risk can-
not be directly managed. Instead, it
said an organization should identify
"risk factors"-such as culture, capital,
business processes and capacity for
change-and manage those. COSO,
the Council of Sponsoring Organiza-
tions, categorized eight risk processes:
internal environment, goals, risk
events, risk assessment, risk response,
control activities, information and

communication, and monitoring.

All of these offer insights on ERM,
but in terms of accountability, respon-
sibility and process, most firms are not
structured against the above risk dassi-
fications or processes. Firms do not
have separate risk managers for each. A
better categorization would be to align
the risk categories with the existing
management structure.

3. Railure to tell a good story.
The third problem is ERM's real value

EXAMPLES OF RISK SUBCATEGORIES

MARKETING RISK

Most organizations have a chief marketing
oficer who manages risk factors related to
entering markets, finding customers/clients,
and pricing and selling goods or services.
Examples of exposures include:

Needs risk. Understanding what
customers will buy.

Distribution risk. Getting the products to

market.

Volume risk. Selling sufficient units.

FINANCE RISK

Most organizations have a chiefjinancial
omcer who manages financial decisions and
controls. Underlying exposures include:
Capital budgeting risk. Investing to earn
an adequate return on assets.

Valuation risk. Protecting or increasing
the value of a firm.

Capital structure risk. Managing the
sources of funding for the firm.

Credit risk. Obtaining the value expected
from business transactions.

Financial reporting risk. Ensuring
accurate financial statements.

TECHNOLOGY RISK
Many organizations have a chief technology
oficer who identif,es risk factors and
influences others to respond to changing
telecommunications, data management,
business systems and other technological
developments Exposures include:

Business support risk. Providing
technology for production and
marketing.

Information systems risk. Responsive
information on products, markets and
finances.

Communications risk. Effective systems
for linking all parties.

Records management risk. Accurate and
timely data collection.

ADMINISTRATION RISK
A chief administrative, operating oficer or
CEO manages ordinary operations risks.

Issues include:

Efficiency. Organizing work in cost-
effective processes that achieve goals.
Performance. Ensuring achievement of
leadership, management and behavioral
objectives.

Structure. Pursuing optimal hierarchical
and other relationships.

An expanded list of risk subcategories can be
viewed at www.Businessinsurance.com/

EmergingRiskS,rategies

is lost when we focus on processes,
internal controls and details. Board
members, senior executives and even
middle managers see a cumbersome,
expensive way to handle risks they are
already managing. Many businesspeo-
pie pay lip service to Sarbanes-Oxley,
Basel Il and ERM. They believe the pro-
cesses that all three require have been
designed by bureaucrats, professors or
regulators who do not really under-

stand risk.

Here, then, are proposed solutions:

1. Definition of ERM. Let's sim-
ply say ERM is an effort to coordinate
management of the risks facing an
organization. We can skip more com-
plex definitions, which all deal with
risk coordination and mitigation.

2. Matching risk categories to
business model. A business model
states a firm's strategy for success. It
includes: the value to be created by the
entity; the network of partners for cre-
ating, marketing and delivering value;
and capital, assets and other resources
needed to generate sustainable profits.
The likelihood of success of an ERM
program rises significantly when com-
panies align risk categories with the
business model.

As an example, suppose a company
has the following risk categories as
components of its business model:
production, or creation of goods and
services; marketing, or development of
customers and markets; finance, or
management of liquidity, profitability,
the control aspects of cash flows and
investments; technology, and keeping
up with changing technology; admin-
istration, or processes for efficiency,
performance and structure; European
and Asian regions, or entities that
operate with a high level of autonomy
from the corporate headquarters; and
legal liability, or dealing with mount-
ing lawsuits from a defective and dis-
continued product.

An advantage to this categorization
is it matches risks against major expo-
sures and the C-level individuals
responsible for managing them. If we
add a high-level responsibility for
advising and consultation, we are
coordinating risk at the organizational
level. We can add other staff units,
such as logistics, human resources and
in-house legal counsel. The organiza-
tion now has risk categories matching
the senior executives who are identify-
ing and managing risks daily. Once we
have these categories, subcategories
emerge easily (see chart).

3. Telling a good story. Up to
this point, we are simply realigning
the ERM message so it makes sense to
the organizations, board members and
senior executives. Solving the third
problem, failure to tell a good story,

will be the subject of my March 19 col-
umn in Business Insumnce.

Exchange:
Weather

futures debut
CONTINUED FROM PAGE 4

market for both products may take
some time to develop, although
they anticipate it will ultimately be
successful. "It's hard to say at this
point what the takeup rate will be,"
said Steve Smith, senior vp of
Canl/ill unit ReAdvisory in Chicago.

"There's an incredible amount of
interest, but of course new deriva-
tive products do take time to start
trading," said Larry Tucker, Lon-
don-based managing partner at Gal-
lagher Re, which is a division of
Itasca, lll.-based Arthur J. Gallagher
& Co. "Ws an education process."

Observers say there will be no
shortage of buyers for catastrophe
risk futures. "We have enough of
the right counterparties that under-
stand right away how to use these'
products, and many of these com-
panies are already trading our

FUTURES FACTS

FUTURES CONTRACTS are stan-
dardized, transferable contracts that
are traded on an exchange and rep-
resent an agreement to buy or sell a
commodity or financial instrument at
a particular price on a stipulated
future date. Options let buyers
choose whether to exercise the
option to buy or sell the commodity
or instrument by the exercise date.

TRADING IN HURRICANE FUTURES

and options contracts at the Chicago

Mercantile Exchange Inc. will be
based on National Hurricane Center

data on storm wind velocity and size.

TRADING IN PROPERTY DAMAGE :
risk futures and options contracts et
the New York Mercantile Exchange
Inc. will be based on property losses
from U.S. catastrophes.

weather products,” said Felix Cara-
bello, CME director of alternative
investment products.

John L. Ward, chief executive offi-
cer of Cincinnati-based Cincinnatus
Partners L.L.C., an advisory firm
that specializes in the insurance
industry, said investors indicated
their willingness to invest in hurri-
cane risk after the 2005 hurricane
season. "l think there probably is an
investor interest in participating in
transactions like this," he said.

The capacity both the CME and
NYMEX products will provide is
welcome, say observers and partici-
pants. Estimates of the property
catastrophe's capacity shortage !
range from $40 billion to $80 bil-,
lion, despite last year's mild cat
year, said Mr. Smith.

Mr. Carabello said both reinsurers
and insurers have expressed interest
in the product because "there is a,
lack of instruments to allow for very
dynamic trading right now. You '
can transact (industry loss war-
ranties) on a bilateral basis, but that
type of trading is fairly capital

See EXCHANGE next page
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CONTINUED FROM PREVIOUS PAGE Invested in insurance-linked secun- Observers and participants say Sears Canada's revamped pensions and benefits program includes the following
. . changes
ties, catastrophe bonds, insurance the CME and NYMEX products are g
intensive."” And on the investor swaps and weather denvatives as likely to be more successful than

side, this product allows for lower well as reinsurers, said, "It's encour- comparable efforts m the past, - The company will not provide post- « After June 30,2008, future com-

bamers to entry, he said aging to see people like Gallagher including the catastrophe options retirement medical, dental and life pensation growth will be included in
"This will help to ftll a void m the and Carvill and others trying to traded on the Chicago Board of insurance benefits for employees who calculating the defined benefit compo-

supply and demand imbalance" for come up with new and mnovative Trade m the 19905 have not become eligible by Dec. 31, nent of the pension plan, although no

catastrophe risk, Mr. Ward said "l ways to trade this risk This could be Among other reasons the CBOT 2008. further service credit will be earned.

think they're unportant new devel- an interesting development.” options may have been unsuccess-

opments in the expanded role of As to "how much we would use f1 15 cat modeling did not exist * The company will amend its pension = The company will match the first

the capital markets. He Said that it, and whether we use it, we would then, said Mr Turner, who suggest. Plan efLec_tive Jdul 1 ] 209§hp Intro- 4% oftgfglglry tnat demplgyergﬁbc n-
this market has been evolving for have to see what the ultimate prod- ed CBOT may have been ahead of veing & cetined confriblfien compo- wte o the defried co ution pia

: s . . nent. New employees automatically and will match 50% of employee con-
the past several years, with cat uct format is like and what the its time. There IS a far greater begin enrollment in the defined contri- tributions from 5% to 7% of salary.

bonds and other mechanisms This mterest is," he said. amount of sophistication in the bution plan on this date.
is "one new tool available to take I think It'S something that the remsurance market today, which - The changes do not impact current
some of those capital market tools Industry ought to welcome," said has since embraced both catastro- - Employee contributions toward the retirees.
to the next level," he said Morton N Lane, president of Lane phe bonds and sidecars, he said defined benefit plan will be discontin-

Barney Schauble, a prmcipal with Financial L L.C., an independent "The market's a little better devel- ued and employees will keep all pen- | The benefit changes are expected to
Bermuda-based Nephila Capital reinsurance consultant in Wilmette, oped than the last time this was sion benefits accrued in the defined save up to $25 million Canadian
Ltd, a hedge fund manager that has Il attempted," said Mr Ward. benefit plan up to and including June ($21.25 million) per year when fully

30,2008. implemented.

Source Sears Canada Inc

4 NYBGH: Cutting risk factors impacts costs
CONTINUED FROM PAGE 4 medical plan contributions-which ROI Inc, an organization that is Sea rS: Alte rS p I a n d eSIQ n

average about $1,200 annually for developing a standard methodolo-

1 P.L.C., a specialty chemical compa- employees-for participating in a gy for measuring return on invest- CONTINUED FROM PAGE 4 ers because they start asking them-
ny, employees identifted as having health risk appraisal and disease ment that will enable employers to selves why they still have defined
more than four risk factors had management program, said Kathy enhance these programs and prove retailers have a younger, transient benefit plans when other compa-
medical expenses that were about McAlpine, associate director for they have a positive impact, she workforce, said Mazen Shakeel, a nies are switching to deftned contri-

26% higher than the rest ' of the global benefits compliance and said. pnncipal for Hewitt Associates in bution plans, Mr Vettese said.
populgtlon, said Judith Kleemeler, communication for the Northfteld, '(I':orontg: Searst C?Ianad?tr\:vas;hionlz Generous approach
the Bridgewater, NJ.-based director lll.-based company. As of July 31, anadian retatler with a detine
of health and wealth strategies. 2006, the company has given 3,712 . benefit plan, which made sense In amending its pension plan,
Pfizer Inc encountered the same credits. NYBG H meet|ng because of ItS older workforce, he Sears Canada has taken an
issue. An analysis of health nsk "The employees need to be com- said. approach atypical of Canadian
appraisal and claims data by the mitted to becoming aware, being draWS over 260 The company's decision, though, employers converting to defined
, New York-based pharmaceutical informed and taking responsibili- to shift to a defined contribution contribution plans because it will

company showed health care costs ty," she said. "This is about behav- NEW YORK-More than 260 plan reflects a general trend of allow compensation growth m
for employees with four or more toral change and getting employees people attended the New York employers moving away from future years to stlll factor m the cal-
risks factors were often substantially to change their behavior is a pro- Business Group on Health's deftned benefits, consultants say culation of deftned beneftt plan
higher than those of employees cess " conference "Trends in Health Although the malonty of employ- payouts, consultants say "This
with fewer than four nsk factors. There are a vanety of metrics & Productivity Management. ees covered by employer-sponsored approach 15 probably more gener-
J "If you can reduce risk factors, employers can use to measure the Measuring the ROI of Health pension programs remain in ous in that they are allowing people

j you can definitely impact costs," return on investment of their Programs" on Feb. 7 in New defined benefit plans, interest in to grow into bigger benefits," Mr.

A said Jody Amodeo, director and health promotion programs. In ana- York. defined contribution plans has Shakeel said
3 team leader of Pfizer's Healthy lyzing the impact of its disease man- The conference covered top- increased due to the downturn in While Quebec mandates factor-
\Directions program, which consists agement program, for example, ICl ics such as developing evalua- the equities markets and ItS Impact ing in salary growth to calculate
Yf a variety of health and wellness found that emergency room utiliza- tion standards for disease man- on pension funding levels future benefits for converted final
initiatives, including onsite medical tion declined for employees partici- agement and measuring the "There's a more pronounced average pension plans, other
and fttness centers and lifestyle pating in both the diabetes and cost impact of health promo- trend from DB to DC in Canada," provmces, including Ontario, do
management programs. coronary artery disease manage- tion programs said Fred Vettese, executive vp and not, Ms. Moriarty said. For a nation-
Driving employee participation meg programs, Ms Kleemeter said The second part of the two- chief actuary at Toronto-based wide employer such as Sears Cana-
in health promotion programs, The wide range of return on part series, "Trends in Health human resources consulting firm da, it makes sense that the employ-
though, is vital, and incentives for investment metrics, though, often & Productivity Management Morneau Sobeco. "In the last few er would not want to treat employ-
behavior modification are an leads to cynicism, making it Integrating Data and Delivery years, it's picked up steam " ees located in different provinces
important factor m the success of difficult for benefit managers to jus- of Health Programs," will The announcement of the move unequally, although it 15 not
these programs, employers say tify wellness expenditures, Ms. take place on Apnl 12 in New to a defined contnbution plan by a uncommon for employers to freeze
Kraft Foods Inc.'s Healthy Living McAlpine said. In response, Kraft York company the size and prominence both salary growth and service cred-
Rewards program introduced in Foods loined four other companies -By Gloria Gonzalez of Sears Canada would have an It considerations in the calculation
2004 a $100 credit toward annual in forming the Alliance for Wellness impact on other Canadian employ- of future benefits, she said.

. . . . counsel for the Washington-based exposure was a contnbuting factor,
Asbestos: Medical criteria requirements  amercan insurance Assn. which ne saia.
filed an amicus brief in the case, said. But the state's Legislature is work-
CONTINUED FROM PAGE 4 judge agreed and rejected Daimler- recover full compensatory damages "We hope that the reasoning m the ing on rectlfying the law so it can be
Chrysler's motion to dismiss the law- for their loss, it does not impair vest- opinion will be adopted in other applied retroactively, Mr Behrens
tial factor contributing to their 111- Suit ed nghts " The court defined a vested states where AlA is currently defend- said.
ness Claimants who smoked within Ina 3-0 ruling the appellate court right as "an immediate right of ing the constitutionality of the med- In Ohio, two separate appellate
:,15 years of becommg 111 are subject to overruled the lower court present enloyment,” not "a mere ical criteria law." courts have reached opposing dea-
.more stnngent requirements than The appellate court noted that the expectation based on an antlcipation Among the other medical critena sions on the constitutionallty of that
nonsmokers or those who quit smok- state Legislature mtended to apply of the contmuance of an existing laws, three-those in Georgia, Ohio state's law, which makes the issue
01ng more than 15 years earher. the law retroactively, which trumps law " and Texas-apply retroactively, npe for a state Supreme Court review,
Mr Hurst, who quit smoking 131/2  the general rule against retroactive Mr Ruckdeschel said the court according to AIA attorney Mark A Mr Behrens said.
years before becoming 111, filed suit applications Even so, a retroactively falled to address two challenges the Behrens, a partner with Shook, In Texas, the retroactive medical
shortly after being diagnosed with applied law may not impair vested estate raised. One argued that the Hardy & Bacon L.L.P. m Washing- cntena law has not been challenged,
I lung cancer His estate acknowledged rights, create new obligations or new law violated the state constitu- ton but a separate, similar statute that
to a trial court Judge that it could not impose new penalties on litigants tional nght of plamtlffs to access Georgia's Supreme Court struck holds successor companies liable m
imeet the new law's medical cntena whose cases were under way before state courts The other held that the down the state's retroactive law last such cases withstood a challenge that
'requirements. But the estate argued the law took effect, the appellate law violated the constitution's equal- year because it imposed a new reached the state's appellate court,
that applying the law to its litiga- court ruled. protection provision, which prevents requirement on plaintlffs to show Mr Behrens said.
'tion-filed nearly seven months Citing Flonda Supreme Court decl- the Legiature from creating arbi- that asbestos exposure was a substan-
tbefore the law was enacted-violated sions, the appellate court ruled trary classifications of plaintiffs that tial factor leading to their ilinesses, DaimlerChlyster Corp. vs. Beatrice
the estate's U.S. and state constitu- "Because the act expressly preserves discrimmate against a certam group Mr. Behrens said. Pnor to the law, Hurst et al., Florida Appellate Court, No.
tional due-process rights. The trial the nght of all injured persons to Lynda S Mounts, deputy general plaintiffs had to show that asbestos 3006-2593; Feb. 9.
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Blues: Hegglth plans' moves
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Genetics: Legislation raises questions

CONTINUED FROM PAGE 3 Mike Eastman, executive direc- information health plans say they can offer sim-
tor-labor policy for the U S Cham- “We want people to make medi- ilarly integrated services at existing
ing employment practices, also ber of Commerce in Washington, cal decisions made on medicine, issue bank statements to plan mem- fmancial institutions,
could be brought into play for also noted that employers could not on fear,"” he said bers that only show amounts with- “We feel with that approach
alleged violations by a group health face both punitive and monetary "If there must be legislation, then drawn, not the reason for payment, we're able to leverage a nationally
plan or insurer, he said. "We think damages for genetic discrimination it must be narrowly drawn to pre- which can cause confusion among known brand name with unique
that the intent of the bill is to allow if the bill becomes law vent the possibility of frivolous liti- patients, the health plan and health expertise m financial services,
health plan issues to be resolved "We're opposed to the bill," he gation and implementation prob- care providers, he said which is actually a very strong sell-
under the existing regulatory and said, but added that the Chamber lems," said Mr Eastman Both health plans believe owning ing point for our HSA accounts,
judicial scheme established by has "never said 'no way' as far as Mr Dennett said that questions their own banks will make their said a spokesman for CIGNA
ERISA " Stlll, "it's not clear that the legislation goes " He said the remain over "whether the deflm- CDHP products more attractive Healthcare, which has contracted
broader" employment practices employer group understands the tion of genetic information could "l think those providers that can with JPMorgan Chase & Co to
remedies aren't banned for health fear that some people would have overly restnct the ability of health provide a seamless experience are administer its HSAs
plan issues, he said about the misuse of their genetic plans to get routine information the ones benefit managers are going Aetna Inc also has a relationship
about plan administration There's to want to listen to,"” said Mike with JPMorgan Chase that is pro-
concern that necessary information Gantt, group president-insurance at viding seamless administration for
for plan operations is precluded Brookfield, Wis -based Fiserv Health 1tS CDHP products, a spokeswoman
The bill does not, however, Inc, a unit of Fiserv Inc said

HMO studies gene/disease link

OAKLAND, Calif.-Kaiser Perma- said

"The coordination alone would "Aetna is the custodian of the

impact workers compensation

"AlA worked several years ago to be very helpful,” said Barbara funds, JPMorgan works at our direc-
make sure language was included so Zavodny, senior manager of corpo- tion on an integrated model to do
the legislation would not affect rate beneftts strategy at McCormick some behind-the-scenes functions,"
workers comp," said a spokesman & Co Inc in Sparks, Md the spokeswoman said "So it's

nente unveiled a research pro- While scientists agree that
lect last week aimed at examin- genetics and the environment

ing the genetic and environ- influence health conditions, lit-
mental causes behind diseases tie is understood about how the
such as diabetes, asthma and two interact to impact disease,
Alzheimer's said Cathy Schaefer, the pro-
The Oakland, Calif -based ject's director
health maintenance organtzatton Researchers also said during a
said member participation MIl be press conference that they hope
critical for success of the Research that 500,000 plan participants
Program on Genes, Environment and their family members
and Health. Kaiser Permanente respond Their survey responses
said it would mail surveys to wlll stay within Kaiser's research
about 2 m11110on adult plan partic- unit and MIl not be used for
ipants in Northern Cahfomia, underwriting or premium pric-
inquiring about health history, ing decisions, Ms. Schaefer said
lifestyle and habits Ms Schaefer said that Califor-
Researchers will invite mem- nia law prohibits the use of
bers to give blood or saliva sam- genetic data for employment or
ples to obtain genetic 1nforma- insurance decisions She also
tion, probably in 2008. noted that the U S House last
Many common diseases and week introduced a bill similar to
conditions are linked to genetic California's law with "equal or
and environmental factors, and better protections that hopefully
the research could help identify will become law after being
risks a particular person might passed by the House of Repre-
face, how to reduce those risks sentatives.
and the best way to treat disease, The ethnic and socioeconom-
Kaiser said in a statement ic diversity of Kaiser's Northern
The goal of RPGEH is to dis- Cahfomia members will assure
cover which genes and environ- that research results will be

for the Washington-based Amen-
can Insurance Assn

A proponent of the bill said that
the potential misuse of genetic
information has been growing
increasingly womsome for the gen-
eral public

Since the first genetic informa-

tion nondiscrimination bill was

Introduced 12 years ago, there has

been "an increase in the fear that
individuals have" that their health
insurer or employer will receive
their genetic information, said
Sharon Terry, president and chief
executive officer of the Washing-
ton-based Genetic Alhance, a group
that backs the bill She said opinion
polls demonstrate how deeply that
fear runs in some people, with some
respondents refusing to participate
in clinical trials for fear their genet-
ics will be used against them

Ms Terry also disputed con-
tentions that the bill was too broad

"The bill was too broad from their
(employers') perspective, but in
2003 the Senate drastically altered

But at least two other major totally ..seamless to the member."

Utah popular for loan entities

Both the Blue Cross Blue Shield money and may be owned by
Assn and UnitedHealth Group nonfinancial institutions, but
Inc chose Utah as the home for opted instead to apply to the
their banks because the state, U S Treasury Department's
says a BCBS spokesman, has a Office of Thrift Supernsion to
"friendly environment" for open a federal savmgs bank
establishing banks not owned by The association did so follow-
financial institutions ing a moratonum on new ILCs
Utah is the most popular of by the Federal Deposit Insurance
seven states that charter mdus- Corp in response to a controver-
trial loan corporations The oth- sial request by Wal-Mart Stores
er states that charter ILCs are Inc to open a bank m Utah
California, Colorado, Minneso- Insurers began opening banks
ta, Indiana, Hawaii and Nevada. following passage of the
Utah has "a good, talented Gramm-Leach-Bliley Act of 1999
workforce," said John Prince, that repealed a law that had
chief executive offtcer of Exante barred insurers from banking
Financial Services, which oper- Metropolitan Life Insurance
ates UnitedHealth's bank Co. of New York, State Farm

While Exante is an industrial Group of Bloomington, lll, the ,

loan corporation, the BCBS National Assn of Mutual Insur-
Assn.'s Blue Healthcare Bank is a ance Cos m Indianapolis, and

this bill and now it's very narrow," federal savings bank A the Independent Insurance(
she said. spokesman said the association Agents and Brokers of America of 4

originally applied for an ILC, a Alexandna, Va also own banks.
financial institution that lends

mental factors-air, drinking applicable to everyone and not
water and personal lifestyles and lust certain population sub-
habits-are linked to specific groups, the researchers said

diseases and conditions, Kaiser

Similar legislation won the

approval of the Senate Health, Edu-
cation, Labor and Pensions Com-

-By Roberto Ceniceros -By joanne Wolcik

mittee on Jan 31.

Brokers: Growth challenges remain despite increased stability in 2006

include the impact of lost contin- ed in a report, however, that Willis return to pre-2004 levels" at Marsh margins "are startmg to improve " 1
gent commissions m their reported will be challenged to maintam its given the trend of buyers putting As for Gallagher, the world's 1
were expecting” organic growth numbers, while growth rate going forward due to their business to bid more frequent- fourth-largest broker reported "dis- i
"What's funny to us is that Willis and Gallagher exclude con- softening market conditions At the ly and seeking multiple brokers to appointing" fourth-quarter earn-
underwriters descnbe the market as tingent commission revenue from same time, he noted, "Marsh, in handle their accounts, he said ings, Mr Small said in a wntten 1
relatively stable and Mth modest organic growth rates particular, looks as if it is no longer Marsh's biggest competitor, Aon, report The “maJor reason for the
pricing pressure, but it's clearly had At this point in the insurance playing defense and will likely be a had "a rocky year" in 2006, but it miss was that expenses were $21 7
a lot of impact on the organic cycle, Mr Small of Bear Stearns said tougher competitor in the future." did "end well," noted Keefe, million higher than anticipated,
growth of the large brokers," Mr he 15 looking for "a broker that has In a separate report on MMC, Mr. Bruyette & Woods' Mr Gallant while top-line growth was only
Lane said. It does appear, he contin- some potential to expand margins Cohen said third- and fourth-quar- There were "lots of changes" at the marginally better than expected
ued. that Willis «is doing a better and also some potential to grow ter 2006 results "suggest a definite brokerage in 2006, the first full year He noted that higher expenses,
job in finding growth opportunities organically." Wilhs is m a good posi- change in momentum at MMC" with President and CEO Greg Case at appear to be dnven by acquisitions__
globally and maybe is seeing some tion to do that as it expands m spe- and that his confidence m MMC's the helm, Mr Gallant said Aside and staffing levels m the nsk man-
of the beneflts from the mvest- cialty niche areas, builds out its geo- earnings has “improved from selhng much of its underwnt- agement segment
ments they've made in people over graphic platform and focuses on Although Marsh reported a 1% ing busmess, Aon put $167 million Gallagher noted in its earnings
the last few years " expense reduction through its previ- drop in revenues in the fourth quar- toward its three-year restructunng release that pretax margins
ously announced "Shaping Our ter of 2006, Michael G Cherkasky, plan that 15 expected to result m a decreased in the quarter within its
Future” mittatlves, he smd MMC's president and chief execu- net reduction of about 3,600 nsk management segment "because
Compared with Marsh and Aon, Willis incurred $101 milhon in tive officer, said in a statement that employees and annuallzed savings of we maintained our staffing levels in
which reported zero and 2% organ- expenses in the second half m con- new business revenues at Marsh about $280 milhon by 2008 anticipation of higher reported,
ic growth in their risk and insurance nection with launching its cost- "were the highest they have been "But the fourth quarter shows claims-which did not occur "
brokerage units, respectively, in reduction effort, which is expected since the first half of 2004 " signs to be optimistic, I'd say," Mr On a positive note, Gallagher
2006, Willis reported 8% organic to save $65 million by 2009 and "A number of nagging concerns" Gallant said, noting that while 2% seems to have a very "robust
growth and Gallagher reported 6% result in 500 lob ehminations. remain about MMC, though, Mr. organic growth is "weak" it is OK pipeline" of acquisition candidates
The disparity may not be as great Jay Cohen, a research analyst Small said in a report. Among other "considenng the soft market " He in the $3 million to $15 million in
as it would seem MMC and Aon with Mernll Lynch & Co Inc., not- things, "retentions are unlikely to also noted that Aon's operating revenue range, Mr Small said.

CONTINUED FROM PAGE 3

Organic growth
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Parity: Senate panel passes mental health mandate

CONTINUED FROM PAGE 1

Similarly, health care plans could are supporting the bill, whose offi- Washington.

At the same time, several business el for other issues,” said Paul Den- for Senator Kennedy and it is
groups that for years fought against nett, vp-health policy with the unlikely" that he won't be able to
treating other medical conditions enactment of the legislation now American Benefits Council in reach an agreement with his son,

said James Gelfand, manager of

‘COVERAGE MANDATES -- 1

Will mental health care benejits parity
be the next employee benefit mandate

imposed by Congress? Key benefit man-
dates now on the books

not impose a limit on the number cial title is the Mental Health Panty Business involvement clearly health policy for the ERISA Industry 1978: Pregnancy Discrimination Act.
of inpatient days for treatment of Act of 2007 Recognizing that shaped the bill. For example, busi- Committee in Washington, which Requires coverage of pregnancy and
mental disorders if they did not Congress eventually was likely to ness groups successfully fought to opposes parity legislation
impose the same limit for other pass a bill, they decided to work alter a provision in earlier bills that If the panty legislation does pass, medical conditions.

medical conditions

HELP Committee Chairman
Edward Kennedy, D-Mass, ranlang
mlnonty member Sen Mike Enzi,
R-Wyo, and long-time panty advo-
cate Sen Pete Domenici, R-N M,
would be a big change from a 1996
federal law that bans discriminatory
annual and hfetune dollar limits for
coverage of mental health care
expenses, but permits other dis-
cnminatory cost designs
In the wake of the 1996 law,
i many employers scrapped those

dollar limits and imposed new dis-
crimlnatory provisions, such as cov-

with advocates to try to make the would have required group plans to most employers will have to
The legislation, sponsored by legislation more to their liking.

'We had open, candid

discussions. We are very
encouraged with the way
the bill was put together
and hope the process can

be a model for other

issues.’

I enng 50% of a claim for mental Paul Dennett,
health care services, but paying 80% American Benefits Council

i of other medical claims' costs
Before the ink was even dry on

the 1996 law, advocates said it

would be a starting pomt for a more

"We saw this coming. We recog-

cover any diagnosis listed in the improve their mental health care
psychiatnc industry's compendium beneftts to achieve parity Mth the
of mental health disorders. By con- coverage they provide for other
trast, the HELP bill leaves it to medical conditions, said Rich
employers to decide which mental Stover, a pnnopal with Buck Con-
health disorders they will cover. sultants L.L.C. in Secaucus, NJ.

“The employer purchaser of ser- Indeed, a survey of more than

childbirth to be the same as other

1986: Consolidated Omnibus Budget
Reconciliation Act. Allows employ-

ees and dependents to keep employ- 2
er-provided coverage after death,
divorce or termination of employ-
ment by paying the group rate.

1996: Health Insurance Portability

vices retains control," Mr )ennett 600 employers by Mercer Health & and Accountability Act: Curbs the

“"They have addressed the major ipeofsied bJLneht flitdatichn-s4(9 | ticenficuskstinnggrupital care

concerns we have had with panty as a capping the number of visits to plans.

legislation introduced m prior ses- mental health therapists or mpa-

sions," said Katie Mahoney, director tient days, but not imposing com- 1996: Mental Health Parity Act: Bars
of health care policy at the U S parable limitations on other medi- health care plans from offering dis-

Chamber of Commerce in Wash- cal conditions
ington.

With political roadblocks in based Aon Corp provides the same

criminatory annual and lifetime dol-

For example, while Chicago- lar limitations for mental health care

services.

Congress removed and business deductible and coinsurance for '

groups no longer unlted m opposi- mental health care ser,nces as it
tion, the likehhood of passage of a does for other medical conditions, it
parity btll is high. places a 30-day annual limit on out-

"This issue has been around for patient sessions and a 60-day hmi t

expansive parity statute. Indeed, nized that we would have to get nearly a decade and now its time on impatient days, said John

since the 1996 legislation was mvolved to seek a better outcome," has come," said Frank McArdle, a Reschke, vp-corporate employee 1998: Women's Health and Cancer'
passed, several efforts were made to said Neil Trautwein, vp and consultant with Hewitt Associates beneftts

expand the law. But those efforts employee benefits policy counsel Inc. in Washington

1 1996: Newborns' and Mothers
Health Protection Act. Requires
health plans to provide at least 48

2 hours of mpatient coverage follow-
ing childbirth.

Rights Act: Requires health plans

If employers have to improve that cover mastectomy to provide

failed amid staunch opposition Mth the National Retail Federation Still, obstacles remain The mental health care beneftts, the cost coverage for reconstructive surgery

from the House Republican leader- in Washington

full House, and by opposition from supporters of panty legislation, who support Into opposition
hstened and responded to employ-

business groups.

Many believe the wheel may ers' concerns

have turned With the Democrats

biggest obstacle, for example, is the of that upgrade might be offset by following mastectomies.
ship, who prevented Senate-passed Business groups said they found possibility that the House could greater employee productivity,
bills from being considered by the an open door at the offices of Senate pass a broader bill, turning business some say

If financial barners are removed

But many believe the House and employees receivetheappropn-
eventually will go along with the ate care, they will be more likely to

"We had open, candid discus- Senate effort, noting that one of the return to work sooner, be healthier

2007: Mental Health Parity Act of
2007: Bans discriminatory cost-

sharing and treatment limitations
for mental health care services.

*As passed by the Senate Health,

regaining control of the House, sions. We are very encouraged with leaders of the House effort, Rep. and be more productive, said Bar-
Republican opponents no longer the way the bill was put together Patrick Kennedy, D-R |, is Sen. bara McMahon, a Hewitt Associates
are ma position to block a bill. and hope the process can be a mod- Kennedy's son "It is a top pnority consultant m Norwalk, Conn.

urplus: House unanimously passes nonadmitted, reinsurance reform

CONTINUED FROM PAGE 1

Education, Labor and Pensions Committee

elle under most circumstances quahfied nsk manager meet at least "The RAA does support the pnna- vp at the Council of Insurance

A key provision of the reform bill two of three critena. holding an ples of the excess and surplus lines Agents & Brokers m Washington
this legislation."” is to allow brokers representing large undefined "advanced degree" in nsk and reinsurance bill," said Frank He noted there also is interest in the
The bill, like its predecessor, policyholders to go directly to the management, holding at least one Nutter, president of the Washing- bill m the Senate, which failed to
streamlines the regulation of nonad- nonadmitted market to seek cover- of several specified professional des- ton-based Reinsurance Assn. of take up last year's proposal
mitted msurers by sublecting them age without having to prove that ignations or having at least five Amenca "We're enthusiastic about For example, Senate Banlang,
to the premium taxes of the policy- they had first sought the coverage m years' expenence in specific areas of the willingness of the House and Housing and Urban Affairs Commit-
holder's home states. States would the admitted market. One of the Insurance hopefully the Senate to take up reg- tee Chairman Chnstopher Dodd.,
create a compact among themselves prerequisites for doing so, however, RIMS held that the requirements ulatory reform related to remsur- D-Conn, told the CIAB's legislative
to allocate taxes collected The bill is that the policyholder must were too stringent and could ban ance and look forward to workmg summit earher this month that the
also eases remsurers' regulatory bur- employ a "qualified rlsk manager " many qualified rlsk managers from with them to build upon this piece committee would "take a good

dens by sublecting them only to the Last year's version of the bill taking advantage of the liberalized of legislation as a sound basis for look" at the issue.
solvency laws of their state of domi- required, among other thmgs, that a access to the nonadmitted market movmg forward."

i RISK MANAGER STANDARDS

r" must meet allofthefollowing requirements

n employee of or third-p

sultant retamed by, the commercialpohcyholder, provide "skilled services m loss preven-
non, loss reduction or r:sk and insurance coverage analysis and purchase of,nsurance".

lind meet one ofthefollowing cntena
4 « Hold a bachelor's degree from an

"any other designation or license

accredited college or university in risk determined" by state insurance regula-
management, business admmistration, tors "to demonstrate minimum compe-
economics or "any other field" deter- tency In risk management."

mmed by state regulators "to demon- « Meet the professional designation

strate minimum competence In risk
management" and have three years'
experience in insurance.

degree plus have seven years' experi-

ence.

« Have 10 years' experience.

r -Meet the bachelor's degree require- « Hold a graduate degree in risk man-
ment plus hold at least one of several agement, business administration,

professional designations: Chartered
Property and Casualty Underwriter,
Associate in Risk Management, Certl-
fied Risk Manager, RIMS Fellow, or

finance, economics or any other field
determined by state regulators "to
demonstrate minimum competence in
risk management."

But the new version of the bill

Mr Wood noted that the tight

"We're delighted it's been mtro- coastal property market could

gives nsk managers five ways to duced," said Richard Bouhan, execu- impact the bill's fate as well. Any-
meet the definition of "qualified risk tive director of the Kansas City, Mo - thing that eases access to coverage
manager,"” said Terry Fleming, a based National Assn. of Professional "is certainly welcome," he said.

QQQQF the Nonadmmed and Reins,urancp I§§Lorm Alct. HR 1065. a ggyg}[grjged nsk man- member of RIMS' board of directors Surplus Lmes Offtces Ltd. "We are

"We were prepared to oppose this optimistic that it can find passage m
und they made the change," said both the House and Senate "
Mr. Fleming, who 15 also director- Mr Bouhan said the bill addresses
division of nsk management for "issues that we've had problems
Montgomery County, Md, in with for a long time," particularly
Rod<ville. "We're satisfied; we nego- regardmg current requirements that
tiated with staffers on the Hill. The surplus lines brokers collect and pay
language that is m the bul now is the multiple state taxes lened on
acceptable to RIMS "

mulb-state nsks. He also said that
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News
- 'di

using sham reinsurance transactions
to mask a $170 million bond loss in
1998. U.S. District Judge Louis L.
Stanton ruled that the suit is barred
by the two-year statute of limitations
in the Sarbanes-Oxley Act. Investors

were aware of possible concerns

j related to the transactions no later

CONTINUED FROM PAGE 1

companies for physical injuries
within two years of learning of an
illness. The decision in Leslie J.
Grisham et al. vs. Phillip Morris U.S.A.
Inc. et al. revives litigation that had
been halted since 2002, when the
9th U.S. Circuit Court of Appeals in
San Francisco ruled that a smoker
must sue within one year of
becoming addicted under California

law.

GE loses asbestos

coverage dispute

General Electric Co. said that it will
take a $115 million aftertax charge in
the first quarter following an
unfavorable state court decision
regarding its insurance coverage for
thousands of asbestos claims. Ruling
Thursday on Appalachian insurance
Co. vs. General Electric Co.,the New

York Court of Appeals in Albany-

I which is the state's highest court-

found that each claimant's exposure
to asbestos insulation in GE turbine .
engines is a separate occurrence for
the purposes of GE's insurance
recoveries. The decision, which
upholds lower court rulings, prevents
GE from accessing two decades
worth of excess liability insurance.

AWAC marks funds

for regulatory pact

Allied World Assurance Co. Holdings
Ltd. says it has reserved $2.1 million
for an expected settlement with
Texas regulators of an antitrust
investigation disclosed last year. The
antitrust arm of the Texas attorney
general's office served Bermuda-
based AWAC with a civil investigative
demand inquiring about whether its
relationships with shareholders
American International Group Inc.
and Chubb Corp. restrained trade.
Announcing its 2006 results last
week, AWAC said it expected the
investigation to end in a settlement.
AWAC representatives did not
respond to questions about the

reserve.

Judge tosses MBIA
shareholder suit

A federal judge has dismissed a
proposed shareholder class action
lawsuit from 2005 charging that
MBIA Inc. defrauded investors by

Atlanta Bermuda

Chicago

than December 2002, when a hedge
fund issued a report questioning the
reinsurance deals and quoting an
MBIA official comparing them to
"borrowing" money and repaying it

later, the judge wrote.

NCOA proposes change

to PPO accreditation

The National Committee for Quality
Assurance is proposing changes to
its PPO accreditation program to
require preferred provider
organizations to be evaluated on the
same set of standards, clinical
measures and patient experience
ratings on which the NCQA
measures the performance

of health maintenance
organizations and point-of-service
plans. The clinical quality measures
and patient experience ratings

also would be given more

weight in the evaluation process,
rising to 50% from approximately

one-third of the score a

health plan needs to become

accredited.

Two states change
insurance regulators
Massachusetts Gov. Deval Patrick
has named Superior Court Justice
Nonnie S. Burnes as insurance
commissioner. In addition,
Pennsylvania Insurance
Commissioner Diane Koken has
resigned to join the board of an
unnamed insurer. Ms. Koken is the
state's longest-serving commissioner
and is a former president of the
National Assn. of Insurance
Commissioners. Randolph
Rohrbaugh, deputy commissioner
of the department's Office of
Insurance Product

Regulation and Market
Enforcement, will serve as acting

commissioner.

Noted

Hub International Ltd. has agreed to
acquire substantially all of the assets
of Metairie, La.-based Hibernia
Insurance Agency L.L.C. from Capital
One Financial Corp. Hibernia, with
$18 million in annual revenues, will
do business as Hub International Gulf
South....Rep. Charles Norwood, R-Ga.,
a champion of legislation to expand
the liability of health insurers for
improper care denials, died last week
of lung cancer at age 65.

WTC: Captive

CONTINUED FROM PAGE 1

with some state officials accusing it
of systematically denying claims,
and the company's operations even
becoming the subject of a federal
investigation (see sidebar).

But the captive and its president,
Christine LaSala--a former manag-
ing director at Marsh-have argued
that the company has merely done
its job by defending its insureds
against improper claims.

"The captive is perfectly willing to
settle litigation brought against its
insureds when the relevant facts
and circumstances are fully devel-
oped," a spokesman said.

To date, WTC Captive has faced
more than 8,000 lawsuits. Only one
case has been settled so far, for an
amount of $45,000. That agreement
was reached in late 2006, the
spokesman said.

Meanwhile, he noted, the captive
has spent more than $30 million in
legal fees defending suits alleging
liability by the city or its contractors
for Sept. 11-related illnesses, includ-
ing respiratory and other problems.

Mr. Bloomberg's proposal last
week said Congress should pass leg-
islation to liquidate WTC Captive
and permit its funds to be reallocat-
ed to a victim compensation fund.

That fund, which was closed in
June 2004, acted as a litigation alter-
native for victims of the attacks,
providing more than $7 billion in
compensation to claimants through
a no-fault claims process.

As part of his proposal, Mr.
Bloomberg said any such congres-
sional action would also need to
eliminate liability for the city and its
contractors-which have previously
filed motions in federal court to dis-

closure plan

miss all claims based on state and
federal immunity laws.

The roughly $1 billion from WTC
Captive that would be funneled into
the reactivated fund would only be
a start, and additional federal fund-
ing would be needed, a spokesman
for Mr. Bloomberg said.

David Worby, an attorney with
Worby Groner Edelman L.L.P. who
represents the plaintiffs suing WTC
Captive's insureds, said he is in
favor of shutting down the captive
and reopening the compensation
fund, even if it means blanket
immunity for the dty and contrac-
tors. "Anything that puts funds into
the hands of my 9,000 clients, espe-
cially the ones who do not have
insurance coverage, is a great idea,"
Mr. Worby said. "The sooner the
better."”

In a statement, New York Gov.
Eliot Spitzer said he "wholehearted-
ly" supports Mr. Bloomberds propos-
al, while some of New York's law-
makers-induding Democrats Sen.
Hillary Rodham Clinton, Rep. Jerrold
Nadler and Rep. Carolyn B. Mal-
oney-have also expressed support.

Whether the proposal will gain a
wider backing and Congress will
ultimately pass legislation to reopen
the compensation fund remains to
be seen, but WTC Captive is pre-
pared to shut its doors.

"This is not a case where the com-
pany is trying to stay in business-it
would be more than happy to go out
of business, following the enactment
of an appropriate victims compensa-
tion fund and, related to that, the
granting of immunity to the dty and
its contractors from any current or
future civil action related to the post
9-11 recovery and debris removal,"”
the captive's spokesman said.

DHS investigation ongoing

NEW YORK-ARN investigation
into the practices of WTC Cap-
tive Insurance Co. is continu-
ing for now.

Late last year, the Department
of Homeland Security launched
a probe into the captive after
Rep. Jerrold Nadler, D-N.Y.,
charged that it was mishandling
its $1 billion in Federal Emer-
gency Management Agency
funding by fighting rather than
paying claims. The captive
indemnifies the dty and con-
tractors against liability daims

arising from cleanup efforts at
the World Trade Center site.

A spokeswoman for DHS
said, "what we will have to do
is wait to see if (legislation that
liquidates WTC Captive) is
actually implemented...until it
is implemented, we will contin-
ue to work on Mr. Nadler's
request." A report is slated for
release this summer, she said.

A spokesman for WTC Cap-
tive said that any suggestion
that the captive behaved out-
side of the mandate set for it by
the federal government at the
time of its formation is "com-
pletely without basis.”

-By Rupal Parekh
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Stock Index
[ 2/12- 2/16]

Up-to-the-minute data for all 82
companies that comprise the

Bl Stock Index can befound at
www.Businesslinsurance.com.
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B/STOCK INDEX

3239.70 0.32%

DOW JONES

1276L57 1.48%

sap 500

1455.54 1.22%
LARGEST GAINS
Meadowbrook Insurance 14.48%
Navigators Group Inc 9.50%
Aetna Inc 714(
UnitedHealth Group Inc. 6.03%
Gainsco Inc 5.70%
LARGEST LOSSES
Baldwin & Lyons -3.71%
EMC Insurance Group -3.52%
Odyssey Re Holdings -2.58%
Unitrin Inc -2.21%
Selective Insurance -2.11%

Source: Financial Content Inc.
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The red umbrella, which is said to have first appeared in an ad for
Travelers Insurance in 1870, became its official trademark in 1959.

Travelers regains
iconic umbrella

Citigroup Inc.'s decision to fold
up its red umbrella exposes a
challenge for the icon's new and
previous owner: possibly arrang-
ing travel for a nearly 3-ton, 16-
by-20 foot steel umbrella
perched in front of a Lower Man-
hattan Citigroup office tower.

St. Paul Travelers Cos. Inc. last
week said it will reacquire the red
umbrella trademark from Citi-
group as both companies rebrand.

Citigroup will operate as "Citi,"
even though it will retain its offi-
lal name, and drop the red

¥

imbrella icon. St. Paul Travelers
will pick up the umbrella and
eliminate the hometown name
from its brand to become The
Travelers Cos.

"We're pleased to be bringing
the reassuring red umbrella back
home to Travelers, as part of our
focused efforts to continue build-

ing the Travelers brand for home,

auto and business insurance cus-
tomers," said Jay Fishman, St.
Paul's chairman and chief execu-
tive officer, in a statement.

But whether the 5,300 pound

sculpture makes the 1,188-mile

trek from New York to St. Paul's

headquarters remains to be

determined. The companies were

negotiating the sculpture's fate,

spokespeople for both confirmed.
If St. Paul Travelers does

acquire it, the sculpture could

travel to either Minnesota or

Hartford, Conn., where the insur-
er also has operations, a
spokeswoman said.

Citigroup had used the umbrel-
la since its 1998 merger with

Travelers.

But now Citigroup, which said
it found that people identified the
red umbrella more with insurance

than banking, said it will use a

stylized arc over the name Citi.
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DiCaprio set

to play Enron
whistle-blower

Leonardo DiCaprio apparently can't resist a flick
about a sinking ship.

The "Titanic" star, who has since featured such
films as "The Departed" and "Blood Diamond,"
reportedly shook hands with Warner Bros. Enter-
tainment Inc. last week, agreeing to help produce
and act in a new movie chroniding the collapse
of energy giant Enron Corp.

The actor's character reportedly is a new hire to

the company who discovers-and eventu
ally blows the whistle on-the corrup-
tion and fraudulent accounting prac-
tices that drove the Houston-based
Enron to file for bankruptcy in 2001.
The movie is expected to be based on
"Conspiracy of Fools," a best-selling
book detailing the Enron scandal by The
New York Times' Kurt Eichenwald.
Houston Mayor Bill White,
reacting to media questions
about the movie and its star,
said, "Most of our guys look a
lot better than that, but other

wise it would be good casting
for the movie."
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Fight heart disease with on-the-job siestas

Employers intent on improving
their employees' health and well-
being might consider putting a few
cots in the break room, according
to researchers at the University of
Athens.

7A six-year study of nearly
24,000 Greek adults found that

those who took 30-minute

naps at least three times a
week reduced their risk of

dying from heart disease by
37%.

The study also showed that
occasional nappers were less likely
to die from heart problems than
those who did not nap at all, and
that employed men showed the
most benefit from a daily snooze.

Of those participating in the
study, 792 died, induding 133 who

succumbed to heart disease. About
half of the total subjects took naps.
None of the subjects, who ranged
in age from 20 to 86, suffered from
illness at the beginning of the
study.

An "afternoon siesta in a healthy

_Alr

individual may act as a stress-
releasing habit," researchers wrote
in a report published in the

Archives of Internal Medicine.

pervasive con
dition among U.S. workers that
researchers at Cornell University
found is costing employers $150
The study did not determine,
however, whether such catnaps
would cure sleep deprivation, a

billion a year in reduced job pro

ductivity and fatigue-related acci
dents.
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AIG ENVIRONMENTAL:
WE ARE WHERE YOU ARE

If your environmental risk is in Oakland, why is your underwriter 2,500 miles away? AIG Environmental®
works side by side with you, in your area. Our local underwriting specialists have the knowledge, relationships
and resources to address most risks. To find out about the full range of products, expert claims services and

financial strength that you can count on, make a local call.

ATLANTA (770) 671-2304  COLUMBIA (443) 259-7622 NEW YORK (212) 770-2670
BERKELEY HEIGHTS (908) 679-3276  DALLAS (214) 932-2310 PHILADELPHIA (215) 255-6170
BOSTON (617) 457-5815 DENVER (303) 382-8543 SAN FRANCISCO (415) 836-3394
CHICAGO (312) 930-5379  HOUSTON (713) 342-7512  ST. LOUIS (314) 889-7845
CLEVELAND (216) 479-8887  LOS ANGELES (213) 689-3935 TORONTO (416) 596-4104

®

THE STRENGTH TO BE THERE:

Call your insurance broker or contact us at AI G

aigenvironmental@aig.com.

AIG Environmental is a division of the property and casualey insurance company subsidiaries of American International Group, Inc. Insurance underwritten by member companies of Ametican Internaticnal Group, Ing. The description herein is a summary
only. It does not include all terms, conditions and exclusions of the policies described. Please refer to actual policies for complete details of coverage and exclusions. Coverage may not be svailadie in all states. issuance of coverage is subject to
underwriting quidefines.




