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Reinsurers refute

claim of corporate
debt guarantees

By DOUGLAS McLEOD

ORLANDO, Fla-Financial guar-
antees from a small Antigua insur-
ance company may not be the most
impressive form of financial securi-
ty, but backing from some of the
world's largest reinsurers helps.

Unless, of course, the reinsurance
is an illusion.

That is the problem facing in-
vestors who bought $5 million in
promissory notes issued by a Flori-
da real estate developer and guar-
anteed by Tangent Insurance Co.
Ltd. of Antigua.

Documents for the offering of un-
registered Sweetwater Develop-
ment Corp. notes reported that
Tangent's guarantees were rein-
sured by several internationally
known reinsurers, including a Lon-
don unit of Kemper Reinsurance
Co. and Lloyd's of London under-
writers.

The reinsurers, however, say they
know nothing about any such cov-
erage. Several have demanded that
Sweetwater and Tangent stop using
the reinsurers’' names and have
complained to insurance regulators
in Florida and Delaware.

Sweetwater Vp Jeffrey L. Klein
says the developer was only passing
along reinsurance information pro-
vided by Tangent representatives.

A Tangent management official
blames the insurer's agents for mis-
takenly providing incorrect infor-
mation and says the agents have

been told to stop.

Other aspects of the note offering,
though, might also have given in-
vestors pause, documents show.

Tangent's U.S. claims representa-
tive, for example, is a disbarred
lawyer who served a jail term in the
19:]0s for embezzling client funds.

Officials of Tangent's manage-
ment company also have been tar-
gets of previous regulatory action or
have operated other insurance com-
panies that failed, including the de-
funct Victoria Insurance Co. of
Georgia and Regency Insurance Co.
Ltd. of the Turks & Caicos Islands,

The Sweetwater offering also was
not Tangent's first foray into finan-
cial guarantees: The insurer last
year guaranteed millions of dollars
of similar unregistered promissory
notes sold by Legend Sports Ine.,
another Orlando-area company.
Florida securities regulators hare
since charged that the Legend notes
and a subsequent stock offering
should have been registered and
that Legend has defrauded in-
vestors in an illegal Ponzi scheme.

Legend Sports denies the charge
and is suing Florida State Comp-
troller Robert F. Milligan to enjoin
regulatory action.

Mr. Klein, who acted as a consul-
tant and corporate agent for Leg-
end Sports before joining Sweetwa-
ter. said state regulators have not
challenged the legality of Sweetwa-
ters note sales.

See Tangent on page 21

Controversial debt offering
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Updates

Clinton endorses prohibition

of managed care gag clauses

WASHINGTON-President Clinton wants
Congress to pass legislation banning so-called
"gag rules" in managed care plans.

Meanwhile, Sen. Edward Kennedy, D-
Mass., and Rep. John Dingell, D-Mich., plan
to unveil this week legislation designed to
regulate managed care plans. Spokesmen for
both lawmakers said details of the legislation
would not be available until then.

The president urged Congress to pass the
law as he announced he had ordered the De-
partment of Health and Human Services

See Updates on nezt page

Asbestos exposure case
may increase liability risks

By MARK A. HOFMANN

WASHINGTON-Business fear a

groups
Supreme Court case involving a railroad pipe fit-
ter exposed to pipe insulation dust could open the

floodgates of liability for all sorts of exposures to

toxic substances.

At issue in Metro-North Commuter Railroad Co.
us. Michael Buckley is whether the railroad has to
pay for medical monitoring for Mr. Buckley, a so-

called "snowman" who worked as a pipe fitter in
Metro-North's Grand Central

Qhx, Terminal in the late 1980s,
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would emerge from rail-
road tunnels at the end

bestos-related disease.

of the day covered in

white pipe insulation dust, according to Mr. Buck-
ley's attorney.

Mr. Buckley, who admitted during lower court
testimony that he was "mad," "scared," "upset"
and "angry" at his employer for being exposed to
asbestos, sued New York-based Metro-North un-
der the Federal Employers Liability Act for $1
million, claiming emotional distress.

Mr. Buckley first saw a doctor concerning the
exposure in 1990. He has shown no symptoms of
any disease associated with asbestos and did not
consult any mental health professionals about his
fears before filing suit in 1994, according to court
papers.

The U.S, Supreme Court heard oral arguments
in the case last week. A U.S. District Court ruled
in favor of Metro-North in 1995, but the 2nd U.S.
Circuit Court of Appeals in New York reversed the orig-
inal ruling last year and ordered the case back to the

lower court for a jury trial.
See Asbestos on page 22

Ruling protects ex=employees

from retaliation

By JUDY GREENWALD

WASHINGTON-Employers' potential liability
is expanded by a U.S. Supreme Court ruling last
week that it is unlawful for companies to retaliate
against former employees who have filed discrim-
ination charges.

The decision, which centered on a case in which
an employer allegedly wrote a retaliatory job ref-
erence for a former employee who had filed a dis-
crimination claim against the company, is expect-
ed to generate relatively few claims and therefore
not lead to higher premiums for employment prac-
tices liability coverage, insurers, attorneys and
consultants say.

These experts say most large employers already
minimize their potential risks by refraining from
supplying anything other than basic information
in job references.

The Supreme Court found in Robinson vs. Shell

for bias claims

Oit Co. that Section VIl of the 1964 Civil Rights
Act, which makes it unlawful to discriminate
against any employee or applicant who has filed
discrimination charges, extends to former employ-
ees as well, even though they are not explicitly cit-
ed in the section.

The case involved Charles T. Robinson Sr., an
African-American whom Houston-based Shell Oil
Co. dismissed as a sales representative in 1991.

Mr. Robinson filed a complaint with the Equal
Employment Opportunity Commission, charging
racial discrimination prompted his dismissal.

Subsequently, Shell provided a negative refer-
ence when Mr. Robinson applied for a job with the
Metropolitan Life Insurance Co.

After that, he filed a second complaint with the
EEOC, charging Shell had violated the civil rights
law's anti-retaliatory provision.

Mr. Robinson then sued Shell in federal court in

See Retaliate on page 22

Druggists still seeking discounts

as settlement goes to appeal

By ROBERT KAZEL

A huge court settlement last summer
that appeared to give retail pharma-
cists the chance to compete for em-
p] oyers' prescription dollars is stalled,
but many druggists still are preparing
to vie against pharmacy benefit man-
agers and HMOs for drug contracts.

Some pharmacists felt vindicated
last June when 11 large drug manufac-
turers agreed to pay about 32,000
pharmacies $351 million in connection
with alleged past antitrust, price-fix-
ing behavior (Bl, June 17, 1996; May
11 1996). U.S. District Court Judge
C harles P. Kocoras in Chicago gave fi-
nal approval June 21 to the settlement,
which basically mirrored recommen-

dations he made after rejecting an
earlier proposal.

After the lengthy district court
hearing, the manufacturers also con-
sented to afford the pharmacists
equal opportunity to compete for
drug discounts that purchasers that
use formularies to move drug market
share-PBMs, health maintenance
organizations, hospitals and nursing
homes-commonly receive. At the
time, some on the pharmacists' side
had said changes in the U.S. drug
market could happen in as little as
three months as retailers finally en-
tered the scene.

That turned out to be wishful, how-
ever, as legal complications have

See Drugs on page 4
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Clinton wants to end 'gag rules

Contznued from prev:ous page
to send letters to state Medicaid directors warning them it was 11-
legal for Medicaid HMOs to invoke gag rules, which forbid HMO
physicians from telling patients about treatments the plan does
not cover

President Clinton endorsed H R 586, sponsored by Reps Greg
Ganske, R-lowa, and Edward Markey, D-Mass, which would pro-
hibit any managed care plan from imposing a gag rule

Rep Ganske, himself a physician, sponsored similar legislation
last year The bill won the approval of the House Commerce Com-
mittee, but it never came to a vote by the full House

Although the details of the Kennedy-Dingell measure are not
known, it is not the first time lawmakers have attempted to im-
pose federal regulation on managed care plans For example,
Congress passed legislation curbing some managed care practices,
such as "drive through" maternity stays last year, by requiring
plans to pay for at least 48 hours of hospital care following a nor-
mal birth and 96 hours following Caesarean section births Legis-
lation mandating that insurers cover inpatient care for mastec-

tomies also has been introduced

New policy on workplace safety

WASHINGTON-The Clinton administration is expected to is-
sue new rules restricting the ability of companies that violate
workplace safety rules to enter into federal contracts

Vice President Albert Gore Jr unveiled the new policy last week
during the AFL-CIO's winter meeting in Los Angeles Details of
the policy will be in regulations expected to be issued in the next
few weeks Companies, unions and other interested parties will
have 60 days to comment before the regulations become effective

"We're going to send a message to companies that want to do
business with the federal government How you treat employees
and how you treat unions counts with us If you want to do busi-
ness with the federal government, yot'd better maintain a safe

workplace and respect civil, human and union rights,"” said Mr
Gore

While labor cheered the proposals, business groups criticized
the proposed restrictions

"The union-friendly proposals are a cheap political payoff to
the AFL-CIO for the $35 million in union dues they spent attack-
ing congressional Republicans in the last elections,” said Jeffrey
H Joseph, vp-domestic policy for the U S Chamber of Commerce
in Washington "This is a crystal-clear case of changing policy to
reward" past political support, he said

Lloyd's wins ruling on R&R dues

LONDON-LIloyd's of London has claimed another victory
against its dissenting members after a court decision last week
that allows the market to force those names to pay their dues

In a High Court test case involving two members who refused to
sign up for Lloyd's reconstruction and renewal plan, Justice Col-
man ruled that "the defendants have failed to establish that any
of the grounds which have been argued before me represent ar-
guable defenses or, if these actions v/ere permitted to go to trial,
would have any realistic prospect of success "

Dennis Leighs and David Wilkinson had argued that because
they had not signed up, they were not hable to pay the reinsurance
premium to close their Lloyd's liabilities into Equitas Ltd, the
runoff reinsurer of all Lloyd's pre-1993 liabilities About 1,300
members relected Lloyd's R&R proposals

In addition, Messrs Leighs and Wilkinson argued that Lloyd's
had acted fraudulently by concealing information about the scale
of losses while encouraging members to underwrite in the market
This issue will be judged separately in a High Court hearing next
rmonth

London-based lawyer Michael Freeman, who represented the
two members, said the Judge had made his decision based on the
"pay now, sue later" principle "He has said that even iff (Lloyd's)
is fraudulent, (members) must pay their premiums now and claim
them back later,” Mr Freeman said The members have until
March 10 to produce evidence supporting their fraud allegations

But Philip Holden, head of Lloyd's financial recovery depart-
ment, called the decision a victory and warned members, "Our
pursuit (of outstanding debts) will be vigorous and, by virtue of

this ludgment, will be effective

Most of tobacco suit dismissed

CHARLESTON, W Va -West Virginia will appeal the disrmssal
of most of its suit against the tobacco industry

The decision handed down earlier this month dismissed 11
counts of the complaint the state filed in 1994 West Virginia's suit
seeks reimbursement for health care costs incurred by the state's
employees medical plan and Medicare to treat smoking-related
illness

The two remaining counts are for breach of West Virginia's con-
sumer protection and antitrust laws A motion to dismiss these
counts is pending

In a six-page decision, state Circuit Court Judge Irene Berger
said the two state agencies bringing the suit, West Virginia's Pub-
lie Employees Insurance Agency and the Department of Health
and Human Resources, lacked the statutory authority to maintain
the action

Because the ruling is based on a reading of specific language in
West Virginia's laws, and not on the merits of the case, it should
not hurt tobacco litigation filed in other states, according to

See Updates on page 22

Law makes job bias criminal

By MICHAEL PRINCE The measure, which became ef- "l don't know why anybod>
fective in December, is designed wants to criminalize business ac-
CLEVELAND-The city of to prevent discrimination by mak- tivity," said James Rydzel, an em-
Cleveland has made employment ing people pay for their actions, ployment law attorney with Jones,
discrimination a criminal act, and said Councilman William Patmon, Day, Reavis & Pogue in Cleve-
lawyers say the ordinance could the law's author land
be an unnecessary source of "l believe there should be indi- Attorneys said existing federal,
headaches and higher legal costs vidual responsibility for your ac- state and local laws that outlaw
for employers tions,"” he said "A person who discrimination already deter com-
The ordinance makes it a misde- commits the act becomes respon- panies and Individuals from dis-
meanor to fire, decline to hire or sible for their actions,” instead of cnnunating
demote someone because of "race, the corporation Without the "l don't think it will significant-
religion, color, sex, sexual orien- criminal penalty, the Democratic ly deter discrimination,” said
tation, national origin, age, dis- councilman added, only the com- John B Lewis, head of the em-
ability, ethnic group or Vietnam- pany faces penalties, and individ- ployment and labor practice

era or disabled veteran status " uals are not deterred from dis- group for the law firm of Arter &

Violators can be prosecuted with Criminating Hadden in Cleveland "It will be
a minimum penalty of a $1,000 Lawyers that represent employ- one more thing companies have to

fine or three months in jail ers criticized the ordinance See Cleveland on page 1 1

Sedgwick seeks profitable partner

By EDWIN UNSWORTH
and SARAH GODDARD

Chief Executive Sax Riley added, derive revenues equally from
"We still believe in consolidation, these three categories
but it has to meet our strategy " For Sedgwick to considei a

LONDON-Sedgwick Group This strategy involves equaliz- merger, "the culture has to fit,"”
PLC still is looking for a merger ing the group's revenues between Mr Riley said To align with an-
partner, if the partner can meet insurance brokering and consult- other company, "they have to be
the broker's goals of expansion ing Five years ago, the split was able to grow, increase their divi-
into emerging markets and in- 82% brokering and 18% consult- dend and bring shareholder val-
creasing consulting revenues ing, while at the end of 1996 it ue "

But Willis Corroon Group was 62% and 38%, respectively Sedgwick continues to look for
PLC, which some analysts con- The other main element of the consolidation opportunities, he
sider a suitable match for Sedg- strategy is to diversify revenues said
wick, continues to dismiss a geographically, particularly on Mr Riley was speaking as the
megamerger for itself non-U S and non-U K business group unveiled a 5% rise in pretax

Saying that a "second round" of Last year, 40% of Sedgwick's rev- profits for 1996 to £95 5 million
consolidation was abou: to begin enues came from the United ($163 5 million) Gross revenues
in the international brokerage States, 34% from the United rose 3% to £960 3 million ($1 51
sector after the merger activity of Kingdom and 26% from the rest billion) after improved results

the past few months, Sedgwick of the world Sedgwick aims to See Sedgwick on page 11

Pension bill _ _
Deadline set to avoid
introduced

higher surcharges

WASHINGTON-Employers
would be barred as of 2004 from

integrating or reducing retirees’ ALBANY, N Y -Employers ditional assessment ranging from
pensions by the Social Security nationwide have another chance $4 69 per employee to $385 29 per
benefits they receive, according to to avoid higher surcharges on employee (Bl, Nov 25, 1996)

legislation introduced this month hospital tabs and other medical But an unknown number of
by Sen Carol Moseley-Braun and bills in New York
other Democratic senators

employers missed the first dead-
Those that missed a Dec 2, line Since Jan 1, they have been
Eliminating integration, which 1996, deadhne to file an applica- liable for surcharges that can be
employers say they now use so tion agreeing to pay New York as much as 5727% of hospital
lower-wage employees' combined surcharges on hospital and other and laboratory bills their em-
Social Security and pension bene- medical bills directly to a state ployees incur in New York
fits do not exceed their pre-retire- health care pool administrator Employers that missed the Dec
ment income, is necessary to pre- now have until March 3 to make 2 deadline and want to qualify
serve the size of pension benefits, that election for the lower surcharge rates
said Sen Moseley-Braun, D-IllI More than 25,000 employers have until March 3 to file the
Another provision would amend and other health care plan payers necessary application agreeing to
certain Internal Revenue Service sent in the needed paperwork by pay the lower surcharges directly
pension non-discrimination tests the Dec 2 deadline, in which to the pool administrator That
that affect employers that operate they agreed to pay the surcharges election, though, only would ap-
separate lines of business Under directly to Blue Cross & Blue ply to medical bills on or after
those tests, the percentage of non- Shield of Central New York April 1 The higher surcharges
highly compensated employees These surcharges, set under a would apply to health care ser-
covered by a pension plan in a di-
vision has to be at least 70% of the help offset the cost of graduate through March 31
percentage of the division's highly medical education as well as in- Applications are available
compensated employees covered digent care provided by hospitals through the BC/BS of Central
by the plan Sen Moseley-Braun's m the state

1996 New York law, are used to vices delivered from Jan 1

New York, e-mail requests to
The basic surcharge IS 8 18%, bluebs9@vcomm net or fax re-
all employees within a difision to employers with employees living guests to 315-448-6786

be covered by a pension plan Ell in New York are liable for an ad- -By Jerry Geisel

measure, though, would require
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Child care

tax breaks

proposed

By MEG FLETCHER

WASHINGTON-A surge of legislative
proposals would offer employers tax cuts
for helping their workers obtain good child
care services.

The U.S. Senate and three state legisla-
tures are considering bills offering employ-
ers tax credit incentives to establish child
care facilities or to provide related services,
such as referrals.

"Unequivocally,
this country needs
more and better
child care,” said

Marguerite VW.
Sallee, president
and chief executive
officer of Corpo-
rateFamily Solu-
tions in Nashville.
"Higher
care is employer-
sponsored care."

However, federal
and state lawmak-

quality

ers must weigh the
Image Bank merits of the fami-
ly-friendly proposals against the value of
tax revenue lost through such credits. And
the bill must compete against other tax-re-
lief proposals, a consultant noted.

In Congress, Sen. Herbert Kohl, D-Wis.,
re-introduced his bill last month after an
initial introduction in September.

S. 82, "The Child Care Infrastructure
Act,”

Code to provide a financial incentive to pri-
vate businesses that:

would amend the Internal Revenue

= Acquire, expand or repair an onsite or
near-site day care center, after-hours care
facility or sick-child facility.

+ Subsidize the operating costs of a child
care facility.

* Fund an employer's contract with a
child care resource and referral service.

- Reserve child care slots in a licensed

See Child care on page 21

Additional

pension
simplification
APPWP suggests

further reforms
By JERRY GEISEL

WASHINGTON-A benefits lobbying
group is beginning a new effort to per-
suade Congress to further simplify pen-
sion laws and regulations.

Last week, the Washington-based
Assn. of Private Pension & Welfare
Plans unveiled a 26-page proposal de-
tailing changes it thinks should be made
to the nation's employer-sponsored pen-
sion plan system.

Those changes would be in addition to
a pension simplification package the
APPWP first advanced in 1989 and that
Congress enacted last year.

"Last year's measure was only a first
installment. There truly is a long way to
truly simplify the retirement system and
to encourage its expansion," said APP-
WP President James Klein.

Mr. Klein thinks there is a good
chance Congress will enact at least some
of the group's recommendations. "Pen-
sion simplification is one of a few areas
that enjoy bipartisan support in an oth-
erwise partisan environment," he said.

APPWP's recommendations include:

See Pension on page 21
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Controversy won't halt benefit

Report questions need for some mammograms, but cover will remain

By DEBORAH
SHALOWITZ COWANS

Although controversy has erupted again
over whether women should begin to have
routine mammograms at age 40, most em-
ployers that provide this benefit likely will
continue to offer coverage beginning at that
age.

Employers and benefit consultants agree
that the financial and medical advantages of
conducting mammograms on women in their
40s to screen for breast cancer far outweigh
the costs of the procedure.

However, quantifying the money saved
through health screenings remains difficult,
experts agree.

State laws require group health insurers in

most states to cover screening mammo-
grams, often beginning at age 40. Self-in-
sured employers are exempt from state ben-

efit mandates.

Federal legislation that was introduced
earlier this month in the House would re-
quire all group health plans and health in-
surers that provide coverage for diagnostic
mammography to cover annual mammo-
grams for women ages 40 and older. The bill,
H.R. 617, was introduced by Rep. Jerrold
Nadler, D-N.Y.

Under the federal legislation, self-insured
employers, group health insurers and public
health care plans such as Medicare and
Medicaid would not be able to impose de-
ductibles, copayments or other cost-sharing
measures for mammography screening that

mography.

perts on breast cancer and mammography.
The panel of independent experts, many of

the views of the federal government.

Employers with onsite screening
finding programs successful

By DEBORAH
SHALOWITZ COWANS

Some employers believe in screening
mammography so strongly they have in-
stituted onsite programs to facilitate par-
ticipation.

According to a survey conducted last
year by Hewitt Associates L.L.C., 36% of
935 large employers that had some type of
health prevention, promotion or early in-
tervention initiative offered onsite mam-
mography screenings.

"There's a consistent level of interest”
in onsite mammography, said Camille
Haltom, a consultant with Hewitt Associ-
ates. "It's a wonderful convenience bene-
fit.”

Onsite screening is "a terrific idea-it's
clearly the way to go," commented 3erry
Lanoux, a principal in the Boston office of
Buck Consultants Inc. "It really heightens
employees' awareness."

Robert L. Bonin, manager of benefits
administration for First Chicago NBD
Corp. in Chicago, said that the bank's on-
site mammography screening initiative
"has been a phenomenally successful pro-

gram.

"It's been perceived (by employees) as
the bank doing something for me," he
added.

"By making the service convenient to
people, we've made it easier to get the
care, and more people get it," he said.

First Chicago has conducted onsite
mammography screenings since 1991;
since then some 5,000 mammograms have
been done for the compa-
ny's employees, dependents
and retirees covered under
the health plan, according
to Mr. Bonin.

The bank, which has
spent approximately
$100,000 annually on the
program, offered free mam-
mograms for women cov-
ered by any First Chicago
health plan. The First
Chicago plan also covers
routine mammograms tak-
en elsewhere.

First Chicago for the past
five years has brought in
mobile mammography
units to most large loca-
tions at least once a year,

Mr. Bonin said.

But, the program is on hold for now be-
cause the radiology group that First
Chicago had contracted with in Chicago
no longer performs mobile mammogra-
phy, according to Mr. Bonin. The bank is
considering how to continue the onsite
mammography program as well as

See Onsite on page 10

¥ve*kplace Screening

Firsi Chicago NBD Corp. tracks the costs and benefits
of the onsite mammography program it launched in 1991.

Annual cost: $100,000

600-700 routine mammograms performed annually

Average of one cancer detection per 500

mammograms

Treatment cost of cancer detected through
workplace screening: $18,500, 34 disability days

Treatment cost of cancer detected outside

workplace program: $35,000,75 disability days

Source: First Chicago NBD Corp.
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MTA steps up safety inspections
as criticism of subway continues

By JOANNE WOJCIK

LOS ANGELES-The Los Angeles sub-
way project will conduct a wall-to-wall
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The death of a construction worker has

prompted a full safety review of the subway.

safety inspection after the Feb. 15 death of
a construction worker.

Meanwhile, liability insurers for the
Metropolitan Transportation Authority
have agreed to pay $12.3 million to three
men injured in a July 1994 subway tunnel
explosion, settling a lawsuit that had gone
to trial earlier this month.

The subway project's safety record is
once again under fire, with critics accusing
subway contractors of underreporting
workplace injuries to state and federal au-
thorities.

The latest developments come less than
two weeks after former MTA Risk Manager
Abdoul Sesay was sentenced to 14 months
in federal prison for accepting more than
$140,000 in bribes.

MTA Chairman Larry Zarian ordered the
subway tunnel inspection after Jaime Pasil-
las, 562, died when one of two chains holding
a half-ton refuse bin broke, sending it
crashing onto his head.

A four-man team of inspectors, led by
MTA Construction Safety Director Dan
Jackson, "will walk every inch" of the tun-
nel segment being dug just east of the inter-
section of Hollywood and Vine, according
to Mr. Zarian.

"Every piece of equipment, including
chains, will be checked," he said at a news
conference last week.

"MTA safety inspectors also will meet
with the contractors to review how the
equipment is maintained as well as conduct
a thorough review of all onsite safety poli-
cies, procedures and programs," Mr. Jack-
son said.

MTA officials also are cooperating with
the California Occupational Safety and
Health Administration, the Los Angeles
County District Attorney's Office and other
authorities investigating the fatal accident,

Mr. Zarian said.

The accident occurred less than a week
after attorneys representing the MTA set-
tled a lawsuit filed by three construction
workers injured in a July 1994 tunnel ex-
plosion.

The MTA carries a $500,000 deductible.
Beyond that, the first $2.5 million of the
$12.3 million settlement will be paid by
Argonaut Insurance Co., an MTA spokes-
man said.

Argonaut served as the primary liability
insurer on the project until last year, when
American International Group Inc. took
over (BI, July 8, 1996)

The remaining portion of the settlement
will come from excess coverage underwrit-
ten by syndicates at Lloyd's of London, the
MTA spokesman said.

Although the employees received workers

See MTA on page 11
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Drugs

Continued *om page 1

landed the case before the 7th U.S.
Circuit Court of Appeals in Chicago.
There it has languished, attorneys
for the phannacists complain.

"The case has sat and sat and sat,"”
said David Melnick, a lead attorney
in the pharmacists' class-action suit.
"We're the proverbial ship dead in
the water.”

Since it was appealed, the appeals
court has not scheduled briefings or
oral arguments, and a silence has
settled over the whole case, Mr. Mel-
nick said. In the meantime, the drug-
gists' newly won ability to compete
for rebates from manufacturers hov-
ers in limbo, and the cash settlement
still is in a bank, undisbursed to the
approximately 35,000 pharmacies in
the class, he said.

The settlement was frozen solid

due to complex legal appeals that

came from pharmacists and manu-
facturers. The lack of action at the
appeals level so far apparently has
ereated an impasse between manu-
facturers and retail pharmacists.

"The manufacturers at this point
may be as troubled as to what diree-
tion to go in as not,” Mr. Melnick
said.

The leading lobbying group for in-
dependent druggists, the Washing-
ton-based National Community
Pharmacist Assn. (formerly the Na-
tional Assn. of Retail Druggists) also
has become impatient over the case,
said John Rector, general counsel
and senior vp of governmental af-
fairs.

"A lot of folks are eager to go
ahead and get a decision one way or
another,” Mr. Rector said. "It's cer-
tainly very frustrating to the typical
pharmacist who is running the phar-
macy."

Although the settlement is in a
logjam, a group of pharmacists is or-

ganizing a recruiting effort to band
pharmacists together in preparation
to compete for drug manufacturers'
discounts.

The Fort Worth, Texas-based
Pharmacy Freedom Fund, which led

'In this business, volume
and national scopeare
exheme advantages,'
says John Voris of PCS
Health Systems.

the initial charge to sue drug compa-
nies three years ago, recently set up
a subgroup, the Coalition of Ameri-
can Phamracies. CAP is a non-profit
corporation open to any pharmacy,
said Bob Gude, president of the
Pharmacy Freedom Fund and inter-
im president of CAP.

RNALJY,
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ny dedicated to helping our clients do just that.
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giants; government agencies and claims orga-
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And like any successful business, we've wit-
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Mr. Gude, a retired Fort Worth
pharmacist, is attempting to sign up
pharmacies independently or
through affiliated pharmacy net-
works and wholesale buying groups
and already has recruited about half
the buying groups in the nation to
affiliate with CAP, he said.

"With this, we'11 be able to pool all
our negotiating power together," he
said. Mr. Gude said that next month
he plans to mail out 28,000 invita-
tions to both small independent and
chain drugstores to join CAP.

In Mr. Gude's view, CAP will em-
power any drugstore to compete for
a buyer's prescription drug business
by giving them two things every
PBM or HMO has: a drug formulary
and detailed market information on
drug sales.

CAP will develop its own drug
formulary, supported by a pharma-
cy and therapeutics committee.
Pharmacies then can attempt to get
rebates from drug manufacturers for
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Using state-of-the-art technology, we

analyze them and benchmark them

against other top-performing companies.
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expense dollars, sign up for managed care

from Legalgard. Call us today: (800) 525-3426
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drugs listed on the CAP formulary.

In addition, the group plans to ad-
vise pharmacists how to modify
their store computer software to
keep track of market share and
transmit the data to CAP's comput-
er regularly. The information would
be critical in negotiating rebates
from drug manufacturers. Last year,
Judge Kocoras, who presided over
the pharmacists' hearing, ruled that
pharmacies are entitled to the dis-
counts for-profit managed care ven-
dors get so long as the pharmacies
can affect market share similarly.

According to literature the CAP is
mailing the pharmacists, pharma-
cies can expect to start earning re-
bates six months after the end of the
settlement.

But obstacles may stand in the
way of the independent pharmacists
David defeat of the PBM Goliaths. A
chief problem for the independents
is that the size of leading PBMs gives
employers wide access to a large ar-
ray of retail locations, said Larry
Boress, vp of the Chicago-based
Midwest Business Group on Health.

"Any group of retail pharmacists
is going to have to create a very large
network, depending on the size of
the community they live in," he said:
A national employer wants a nation-
al PBM with extensive coverage in
all regions, he said,

"The last thing an employer wants
is to have to deal with more frag-
mentation in their health benefits,"
he said.

An executive of the nation's lead-
ing PBM agreed.

"In this business, volume and na-
tional scope are extreme advan-
tages," said John Voris, vp of strate-
gic alliances for Scottsdale, Ariz.-
based PCS Health Systems. "They
(the employer) want to deal with one
vendor.”

As for the pharmacists' agenda,
Mr. Voris said, "We don't really see
it as a significant threat,"” and he
said PCS has not noticed any inter-
est among employers in hiring phar-
macists to replace PBMs. PCS has 56
million members and processes
nearly a million claims a day.

Employers also are looking to
PBMs to fill an emerging role as a
data manager, Mr. Boress said. A
good disease management program
can research what types of drugs
employees are using and why, he
said, while a coalition of pharmacy
buying groups-being quite new to
the game-might be unable to move
beyond drug market data.

But it may be the PBMs' size that
gives them the decisive advantage
over any newcomer to the market,
no matter how well-intentioned, ac-
cording to John Fortin, principal
with A. Foster Higgins & Co. Inc. in
Atlanta.

"These days, bigger is bigger and
biggest is best," he said. "People who
aren't aligning themselves with the
big players are going to find them-
selves disadvantaged strategically. If
there is still a mom-and-pop phar-
macy out there, they're really trying
to defy gravity."

Some druggists are willing to try
to walk on walls. "I'll compete with
anyone as long as the playing field is
even," said Tony Welder, a pharma-
cist who owns three drug stores in
the Bismarck, N.D., area. A pharma-
cist for 36 years, he is now secretary-
treasurer of the National Communi-
ty Pharmacist Assn. and dislikes
mail-order PBM programs the most.

"I've seen a lot of pharmacists that
are good, good-thinking, hard-
working professionals (lose busi-
ness)," he said. "I've seen some phar-
macists work for 30 or 40 years and
because of these programs in mail
order, they can't sell their pharma-
Cy..

Can those same pharmacists take
on the PBMs?

"No doubt about it," Mr. Welder
said. Ell
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Opinions

Fix Medicare
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In all honesty, we can't tell for sure, but there are some
worrisome signs.

As we reported earlier this month, budget documents the
Clinton administration released say legislation is being
drafted that would require a "beneficiary's other insurance
plan to tell Medicare when that beneficiary is covered.”

When we called the Health Care Financing Administra-
tion for clarification, we received conflicting reports.

One HCFA staffer said insurers and plan administra-
tors-though not employers-would be required to provide
the agency with enroliment information on all employees
and dependents enrolled in their group health care plans.

A second HCFA staffer said coverage information, such
as names and dates of birth, would be sought only for em-
ployees and dependents eligible for Medicare, chiefly those
at least 65 years old.

Yet another HCFA staffer, while not offering any details,
said any new health care plan coverage or enrollment re-
quirement would not impose any significant new adminis-
trative burdens on employers or insurers.

It isn't surprising, we suppose. that conflicting informa-
tion can emerge from government officials when a propos-
al is being drafted. It is possible. for example, that the offi-
cials interviewed had different versions of the proposals.

But what is disturbing is that the administration is con-
sidering imposing new health care coverage enroliment re-
quirements on insurers and plan administrators, if not on
employers.

Before proposing such a new requirement, administra-
tion officials should look at the brief history of the propos-
al's predecessor, the Medicare Data Bank, and why the
Data Bank ultimately was repealed.

The Data Bank originally was tucked into a 1993 budget
law. It was supposed to save Medicare billions of dollars.
Unfortunately, the way it was put together, we doubt if it
would have saved the government anything.

Under the Data Bank, employers were required to file
with HCFA health care coverage information for all their
employees and dependents.

The idea was that having access to this information
would enable government regulators to spot certain situa-
tions when a group plan should be the primary payer of
hospital and physician bills, rather than Medicare-for in-
stance, when employees are still working after turning 65.

The only problem with this requirement is that it would
have flooded the government with health care coverage en-
rollment information for the roughly 160 million people in
group plans. There is no way-not even with the fastest
computers-that so much information could have been
used for its intended purpose of reducing incorrect Medi-

illing up front

MED/CA

SANK
«'".

CCINTIL/9™115 'NSUMNCE-
"ME.PRESIDENT... TRIS MAS NOT IMPROVED \dITA ABEI\\"

care payments.

Employers got that message home, and Congress, after
years of delaying the implementation of the Data Bank, re-
pealed it last year.

As to the new proposals-take your pick as to which one
the administration will advance-they also are flawed, just
like the Data Bank was.

If a reporting requirement covering all employees and
dependents is imposed, this time on insurers and plan ad-
ministrators rather than employers, the government still
will end up with tens of millions of useless forms.

Even if the reporting requirement is limited to those em-
ployees and dependents eligible for Medicare, we still see
problems.

No doubt insurers or plan administrators know when
employees turn 65 and are eligible for Medicare. But what
would happen if an older worker changed jobs during the
year? Would each plan administrator have to file a report?
What would happen in a situation where a worker retired
at 65 and then changed his mind and returned to work?
Would a report also be required? No doubt reporting prob-
lems would develop in many other situations.

Certainly, the more sensible approach is vigorous gov-
ernment enforcement of rules that require hospitals to ver-
ify group health insurance coverage of a patient, particu-
larly someone over 65, before billing Medicare.

Billing the right parties at the start seems a lot more log-
ical than collecting a mass of forms, many of them useless
and all of them expensive to prepare and analyze.

We hope the Clinton administration rethinks this pro-

posal.
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Letters

Customers not responsible for product's flaws

To the editor: Once again we see Chris
Campos of Campos & Stratis broadcasting
his plea that he and his insurance company
colleagues don't have to pay all business in-
terruption claims.

Mr. Campos' letter to the editor in your
Jan. 27 issue states there is "needless confu-
sion among insureds and others regarding
business interruption insurance.”

In simpler terms, business interruption
insurance is a defective product. If an auto-

Letters to the editor
Business Insurance wetc6,nes letters to the editor. The section
is intended to be a formm for readers' opinions and comments.
We reserve the right to edit tetters forclarity or space. We wilt
not publish unsigned letters. Please send your letters to Letters
to the Editor, Business Insurance, 740 N. Rush St., Chicago, m.
60611; fax: 312-280-3174; e-mail- peinston@crain.com

mobile manufacturer sold an automobile
that did not work, that product would be
withdrawn from the market. Business inter-
ruption insurance, as Mr. Campos illus-
trates, does not work. He blames the cus-
tomer instead of the manufacturer of The in-
surance product.

Worst of all, Mr. Campos states, "The in-
dustry-and that includes not just insurers

but brokers, agents, risk managers, consul-
tants and insureds"-needs to take action.

Policyholders are not part of the insur-
ance industry. Policyholders buy products
from the insurance industry. It is sad but
true that the insurance industry has man-
aged to convince so many risk managers
that they are part of "the industry.” This is
a terrible misperception of the role of a risk
manager.

Eugene R. Anderson
Anderson Kill & Olick P.C.

New York

Business insurance 5 Online Forum
Business Insurance's World Wide Web site provides a forum for
readeys and othen interested in risk management, employee ben-
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http.//www. businessinsumnce. com/forums/.
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Includes pass-alone readership

Since 1995, Bl's expanded
news coverage of the Risk
and Insurance Manage-
ment Society's Annual
Conference & Exhibition

has included televised

conference reporting.

Now, Bl's RIMSTV wiill
be produced in Atlanta
and shown on exclusive
channels in official
conference hotels and
on monitors around the

exhibit hall.

Three original programs,
shown 24 hours daily,
Monday, Tuesday and
Wednesday, will include
news stories, coverage

of major conference
sessions, interviews with
association leaders,
industry leaders,
conference speakers,

attendees and exhibitors,

and more.

Executives attending the

conference will tune in to

Business Insurance's

RIMSTYV for the same

timely, accurate news
reporting that nearly
156,000* readers rely on
each week in print. Book
your commercial time
now on the conference's
official daily television

program.
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Tests

Continued from page 3

whether to undergo mammogra-

phy.
However, "for women in their

40s who choose to have mammog-
raphy performed, costs of the
mammograms should be reim-
bursed by third-party payers or
covered by health maintenance or-
ganizations."

The report said that though "the
potential benefits of mammogra-
phy for women in their 40s include
earlier diagnosis and breast-con-
serving therapy. . .these benefits
must be weighed against the risks
or potential risks, including dis-
comfort and inconvenience as well
as potential risk from mammo-
graphic radiation. In addition, the
impact of false reassurance given
to women with false-negative
screens must be considered, given
the lower sensitivity of mammog-

raphy in women in their 40s com-

pared with women in their 50s."
Most breast cancer organiza-

tions and many breast cancer ex-

perts disagree with the panel's
conclusions.

The New York-based American
Cancer Society said the panel's
conclusions "did not go far enough
in support of mammography" for
women age 40 and older. "In addi-
tion, the report places undue em-
phasis on issues such as radiation
risk, anxiety caused by false posi-
tive findings and the fact that
mammography will not detect
100% of cancers," according to an
ACS statement.

Even Dr. Richard D. Klausner,
director of the NCI, testified be-
fore Congress recently that "the
draft report of the panel overly
minimizes the benefits and overly
emphasizes the risks" of mammog-

raphy for women in their 40s.

The ACS recommends that

women begin at age 40 a regular
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program of mammography screen-
ing, including mammograms every
one to two years until age 50- An-

nual mammograms are recom-
mended thereafter.

The National Alliance of Breast

Cancer Organizations has support-
ed the ACS' recommendations

continue to cover them” for wom-
en ages 40 to 49, she predicted.

Self-insured employers, though
they are not required to, typically
follow state benefit mandates,
most of which adhere to the ACS
guidelines, Ms. Calder added.

Most employers that cover mam-

'Employers that are proactive enough

to cover (screening mammograms) will
continue to cover them' for women 40

to 49, Camille Haltom predicts.

since 1993 and continues to do so,
according to Kimberly Calder, as-
sociate executive director of the
New York-based information and
resource center.

A majority of large employers do
pay for screening mammograms,
according to a survey of 935 large

employers conducted last year by
Hewitt Associates L.L.C.

Hewitt found that 79% of em-
ployers that offer some type of
health prevention, promotion or
early intervention initiative cover
screening mammograms through
their medical plans.

Most large employers that cover
screening mammograms follow the
ACS' guidelines and are unlikely
to alter their benefits based on the
independent panel's report, ex-
perts agree.

"Most employers, if they are go-
ing to cover (screening) mammo-
grams, will cover every other year
between 40 and 49," stated Ca-
mille Haltom, a consultant at He-
witt's Lincolnshire, lll. headquar-

ters.

Employers are unlikely to cut
back the benefit because it would
be perceived negatively by em-
ployees, she said, "Employers that
are proactive enough to cover
(screening mammograms) will
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mography screening are "comfort-
able in following the ACS guide-
lines," agreed Larry Boress, vp at
the Midwest Business Group on
Health in Chicago. "No one's tak-
ing any action regarding this task
force report.”

First Chicago NBD Corp. offers
screening mammograms through
its medical plan-onsite in many
locations-for women beginning at
age 40, noted Dr. Wayne Burton,
the bank's Chicago-based medical
director. "I believe that the ACS is
correct in their recommendations,”
he stated. "We're going to contin-
ue to follow" their guidelines.

First Chicago spends about
$100,000 annually, including staff
time, to do some 600 to 700 screen-
ing mammograms a year, Dr. Bur-
ton noted. One case of breast can-
cer is detected for every 500 mam-
mograms, on average, Dr. Burton
said.

The financial cost of treating
breast cancer that is detected ear-
ly can be dramatically less than
the cost of treating more advanced
breast cancer, he said. "Non-
workplace detected breast cancer
unfortunately tends to be more ad-
vanced" than cancers detected by
the workplace program, he said.

For example, in the first four

Onsite

Continued from page 3

several alternatives to onsite mam-
mography, such as giving women
covered by a bank health plan a
voucher for a mammogram at differ-
ent locations.

Champion International Corp. be-
gan offering onsite mammography
screenings in 1993, said Howard
Kraft, manager of corporate health
services for the Stamford, Conn.-
based forest products company.

Champion contracts with pre-
ferred providers to perform onsite
mammograms at many of its mills for
covered employees, dependents and
retirees, Mr. Kraft noted. In some re-
mote locations, women must go to a
medical office for the mammogram.

"Overall, doing sereenings and im-

years of its mammography screen-
ing program, breast cancers de-
tected through the program cost
an average of $18,500 to treat and
employees took an average of 34
disability days. Breast cancers de-
tected outside the bank's screening
programs cost an average of
$35,000 to treat and involved
about 75 disability days.

Stamford, Conn.-based Champi-
on International Corp. covers
mammography screening based on
guidelines issued by the U.S. Pre-
ventive Services Task Force.

These guidelines suggest a base-
line mammogram one time for
women age 35 to 39, if recom-
mended by a physician; screening
mammograms once every two
years, beginning at age 40; and an-
nual mammograms for women age
50 and older, according to Howard
Kraft, manager of corporate health
services for the forest products
company.

"l do not think we will change
our guidelines based on the infor-
mation now presented,” Mr. Kraft
stated. "We feel that our recom-
mendation is one that makes sense
economically and from a health
and productivity perspective.”

Mr. Kraft did not have informa-
tion on how much Champion has
spent on its screening mammogra-
phy program, which includes on-
site mammography at some loca-
tions, or how much the company
has saved by detecting breast can-
cers earlier than they might other-
wise have been detected.

Conducting a cost/benefit analy-
sis of screening mammography
generally is difficult for employers
to do,

"It's very difficult to do cost,/
benefit analyses around preventive
screenings," said NABCO's Ms.
Calder.

Expenses that are associated
with screening mammography can
be "difficult to justify” because

Vit's difficult to measure claim

avoidance," agreed Hewitt's Ms.
Haltom. Ell

munizations on site for employees in-
creases participation, and we want a
high participation rate,” he said.

"It's not just the nice thing to dc.;
it's a good business decision and it's
good risk management," he added.

Zeneca Inc., a pharmaceutical
manufacturer and health care ser-
vices supplier based in Wilmington,
Del., has offered onsite screening for
more than seven years. During that
time, the company has performed
more than 2,500 mammograms and
detected breast cancer in 12 women.
As of late last year, Zeneca had spent
about $400,000 on the program.

Zeneca owns mammography
equipment and performs mammc-
grams free of charge for employees.
Zeneca produces worksite breast
cancer education programs for other
employers. igll

Risk increases with age

Breast cancer is the leading
cause of cancer death for U.S.
women between 35 and 54, ac-
cording to the National Alliance
of Breast Cancer Organizations.

= Breast cancer risk increases
as a woman ages, if she has a
family history of breast cancer,
has never had children or had her
first child after age 30. However,
more than 70% of eases occur in
women who have no identifiable
risk factors, according to the al-
liance.

= A woman in her 40s has a one
in 66 chance of being diagnosed

with breast cancer and about a

one in 190 chance of dying from

breast cancer that develops in
that decade, according to data
from the National Cancer Insti-
tute.

Regular mammograms starting
at age 40 would lower the odds of
dying to about one in 220.

« This year, more than 30,000
women in their 40s will be diag-
nosed with breast cancer, and
a 15% reduction in mortality
would mean more than 1,600
lives saved, the NCI says.

* Regular screening mammo-
grams can reveal breast cancer at
its earliest stage, up to two years
before it can be felt, according to
the alliance.



Sedgwick

Continued from page 2
from each operating unit. The im-
provement is attributed to several
factors: a 16% rise in trading prof-
its. a 4% increase in brokerage rev-
enue and fee income, acquisitions or
expansion in a number of countries,
and a reduction in interest payable.

However, commenting on the
market, Mi-. Riley said Sedgwick ac-
cepted that "excess capacity has be-
come the norm”™ and that it must
manage its business accordingly.

He added that the group's strate-
gy "is not based on false hopes for
an improvement in the rating envi-
ronment but on developing and
changing our business to meet, and
profit from, prevailing and future
market conditions.”

U.S. pretax profits were little
changed at £38.5 million ($60.4 mil-
lion) from £38.9 million ($61.4 mil-
lion) in 1995. with higher earnings
from all units partly offset by a
£1.25 million ($2 million) provision
related to litigation from an asset
sale in the 1980%. U.S. revenues im-
proved 2% to £387.4 million ($608.2
million).

In contrast, Willis Cori-oon Exec-
Chairman John

utive Reeve s

"group vision" program has paid off
handsomely. The program aims to
change the organization's direction
from traditional insurance bro ker-
age to a greater emphasis on profes-
sional services, such as risk man-
agement. Willis Corroon reported a
pretax profit of £91.6 million
($143.8 miillion), including profits of
£2.5 million ($4.3 million) on the
sales of' three companies: Manage-
ment Science Associates Inc. and
Consumer Benefit Life Insurance
Co. Inc. in the United States and
Personal Performance Consultants

Ltd in the United Kingdom, This

MTA

Continued from page 3
compensation benefits from their
employer, they also were able to
seek damages from the MTA as the
project's owner, explained Robert
Cardwell, a partner with Tharp &
Howell in Los Angeles who defend-
ed the case at trial.

"It's illogical. but it's still possible
for them to do that," he said.

The workers were employed by
contractor Shea-Kiewit-Kenny,
which the MTA hired to help build
the subway, he explained.

Meanwhile, critics again are
charging that more injuries may be
occurring during subway construe-
tion than the MTA is reporting to
state and federal workplace safety
authorities.

The MTA reports only lost-time
cases, not less severe injuries that
require only first aid.

But Mr. Zarian insists the MTA's
safety record compares favorably
with other major transit projects in
the United States.

For example, the incidence of
lost-time cases for contractor Tu-
tor-Saliba/Perini in the section of
tunnel where the worker died was
2.2 per 200,()00 man-hours, com-
pared with the national average of
4.9 in 1996.

However, the incidence rate of
recordable injuries for that section
was 15.5, compared with a 1996 na-
tional average of 11.8, MTA critics
point out.

The MTA's safety record has re-
peatedly come under fire since the
subway prc,ject began in September
1986.

A 1992 engineering report and a
congressional analysis found that
the project safety incentive pi-ogram
may lead to underreporting of acci-
dents (BIl, June 17, 1996). g,

profit was up 83% from the previ-
ous year. which had shouldered ex-
ceptional charges of £30 million
($47.4 million) for future runoff
costs and other items. Continuing
operations recorded an £89.1 mil-
lion ($139.9 million) profit. up 13%
frorn 1995.

Revenue increase was not so
striking, up 3% to £725 million
($1.14 billion). Nevertheless. profits
have been used to strike out long-
term bank loans.

Three key areas affected the re-
sults: a £14.5 million (S22.7 million)
profit commission from the group's
Lloyd's of London members agency,
Willis Faber & Dumas (Agencies)
Ltd.; exchange rate movements
erasing £3.1 million ($4.9 million)
from the results; and £11.3 million
($17.7 million) in severance costs as
a result of' implementing the group's
change program.

Exchange rate changes could be a
continuing problem. "The recent

rise in the value of the sterling
against major currencies, pal'ticu-
larly the U.S. dollar, will, if sus-
tained, affect gl-oup results adverse-
ly,
time, he warned of the "continuing,

"

said Mr. Reeve. At the same

frequently severe, falls in premium
rates for most classes of risk.”
Severance costs applied to about
1.100 people, more than half leaving
as a result of non-continuing opera-
lions, and the balance under the
"group vision" program. Mr. Reeve
sees severance costs yielding opera-
tional cost savings for this year and
beyond. During 1996, the broker re-
duced staf'f numbers in continuing
operations by 11% to 9.116.
Commenting on the continuing
consolidation in the brokerage com-
munity, Mr. Reeve said he saw no
reason for Willis Corroon to merge
with another broker and that it had
been successful in implementing
"the measures designed to restore
the group s financial health.” 51
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Cleveland

Continued from page 2

worry about and one more weapon
in the hands of an employee to
achieve what they want in an em-
ployment dispute.”

"Many ways to remedy these is-
sues exist without trying to crimi-
nalize it. Mr. Lewis said.

Mr. Lewis added that contrary to
Councilman Patmon's assertion,
people are frequently individually
liable for their discriminatory acts.

One large question about the or-
dinance is who will serve the prison
sentence. In many employment dis-
crimination cases, no single pemon
is at fault and the company as a
whole is punished.

Under this ordinance, prosecu-
tion will require singling out incli-
viduals for punishment. Other
questions are: Would a supervisor
be held responsible for the acts of

NE DION'T GET TO BE THIS BIG 1IN MACHINERY

BREAKDOVVN

THE IMPACT OF SOMETHING THIS SNVMAL L.

subordinates or should the subordi-

nates be prosecuted? Also. would
all people be prosecuted who knew
of the actions that create a hostile
work environment or just one?
These questions will take years of
litigation to answer, the attorneys
said.

Although no one has been prose-
cuted under the law yet, Mr. Rydzel
predicts the ordinance will drive up
the cost of litigating employment
disputes. "It will make routine em-
ployment disputes a lot more ex-
pensive," he said. Before the ordi-
nance, a company could end the
dispute by settling with the plain-
tiff. But now the case could contin-
ue if prosecutors become involved.
As a result, he added, business will
leave Cleveland.

Councilman Patmon disagrees.
"The business that leaves Cleveland
because it wants to discriminate we
don't want in Cleveland anyway,"
he said. Eli

INSURANCE WITHOUT UNDERSTANDING

A cracked nut. A sheared bolt. A short circuit. One small problem can bring your

entire operation to a grinding halt. The financial impact of a few hours of downtime

can be huge.

At Chubb, we've become the second largest U.S. insurer for machinery breakdown

because we don't lose sight of the details. We not only provide broad coverage and

prompt claim service, we also can recommend preventative maintenance programs

to assist in your loss control efforts. In fact, we have a staff of more than 75 National

Board certified risk consultants trained and experienced in the use of the latest tech-

nology, such as infra-red thermography, to help identify potential problems before

they occur.

So whether you're running a foundry or operating a brewery, rolling the presses

or extruding plastic, we can cover the "nuts and bolts" of your business operations

anywhere in the world. Call your independent agent or broker, or call Chubb at

1-800-36 CHUBB.

INSURE

YOUR WORLD

VVITH CHUSS

cHUS

For promotional purposes, Chubb refers to member insurers of the Chubb Group of Insurance Companies underwriting coverage. The precise
coverage afforded is subject to the terms, conditions and exclusions of the policies as issued. Not all insurers do business in all jurisdictions.
Chubb Group of Insurance Companies, Box 1615, Warren, NJ 07061-1615.
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\ OF INNOVATION COMING FROM?

The leading companies of tomorrow will be those generating new ideas today. At Americen Re, we have a
long history of innovation. We were the first reinsurer to structure itself around clients rather thaa products
so we could anticipate change and respond with new ideas to Felp you grow and keep your business safe.

3

' WHERE IS THE NEXT GENERATION

American Re. The right partner for the future.
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MARCH

iIMARCH 34. Eastern Claims Conference in
New York, sponsored by Eastern Claims Con-
ference; $195. Eastern Claims Conference,

P.O. Box 1266, Denville, N.J. 07834-1266;
508-751-7440.

MARCH 3-20. Agency Development Program
in Wethersfield, Conn., sponsored by Indepen-
dent Insurance Agent; $950 for members,
$1,250 for non-members. IIAC, 30 Jordan
Lane, Wethersfield, Conn. 06109; 860-563-1950.

MARCH 5. Solving the Additional insured Is-
sues workshop in Malvern, Pa., sponsored by
The CPCU Society; $95. CPCU, 720 Provi-

dence Road, P.O. Box 3009, Malvern, Pa.; 610-
251-CPCU.

MARCH 5-6. Administering an Employer's
Workers' Compensation Program seminar in
Atlanta, sponsored by Michigan State Univer-
sity; $695. Also March 19-20 in Philadelphia,
April 23-24 in Lansing, Mich, April 30-May 1
in Dearborn, Mich. Human Resources Educa-
tion and Training Center, Michigan State
University, 422 S. Kedzie Hall, East Lansing,
Mich. 48824-1023; 517-355-9591.

MARCH 5-6. WCRI Annual issues & Research

Conference in Cambridge, Mass., sponsored
by Workers Compensation Research Institute;
$445 for WCRI members, $595 for non-mem-
bers. WCRI, 101 Main St., Cambridge, Mass.
02142; 617-494-1240.

MARCH 5-7. Sixth Annual Workers' Com-
pensation and Occupational Medicine Semi-
narin San Francisco, sponsored by The Occu-
pational Medical Digest and Workers' Com-

pensation Monthly; $525. Seak Inc., P.O. Box
729, Falmouth, Mass. 02541; 508-548-7023.

MARCH 5-7. California Self-Insurers Assn.
67th Annual Meeting in San Diego, sponsored
by California Self-Insurers Assn.., $455 for
members; $505 for non-members. CSIA, 921
Ele,-enth St., Suite 619, Sacramento, Calif.
95814; 916-442-4576.

MARCH 5-7. Financial Analysis: Life/Health
Insurance seminar in Philadelphia, sponsored
by Fells Road Group Inc./Michael Conn Asso-
ciates Inc., $1,250. Also May 12-14, Sept. 10-
12, and Oct. 15-17. Fells Road Group
Inc./Michael Conn Associates Inc., 271 Route

46 West, Suite D-207, Fairfield, N.J. 07004;
201-227-5955.

MARCH 6. How to Reach the Self-Insurance

Market workshop in Newport Beach, Calif.,
sponsored by Self-Insurance Marketing Ser-
vice and Self-Insurance Exchange Inc.; $475.
Andrew J. Cmiel, Self-Insurance Marketing
Service, 25251 Paseo de Alicia #200, Laguna
Hills, Calif. 92653; 714-699-3434.

lik

MARCH 6-7. Pricing and Rate Making in
Plain English seminar in Atlanta, sponsored
by Dorman Consulting Associates; $895. Also
April 14-15 in Chicago and May 1-2 in Boston.
Dorman Consulting Associates, 1 Haverhill
Court, Beachwood, Ohio 44122; 216-464-5678.

MARCH 6-7. Benchmarking: Making Bench-
marking Work for Your Organization confer-
encein Los Angeles, sponsored by The Society
of Insurance Research; $295 for members,
$395 for non-members. SIR, 691 Crossfire
Ridge, Marietta, Ga. 30064; 770-426-9270.

MARCH 6-8. Fourth Annual Behavioral In-
formatics Tomorrow conference in Tampa,
Fla., sponsored by the Partnership for Deliv-
ery System Integration, CentraLink and the
Institute for Behavioral Healthcare; $995.
CentraLink-BIT, 4370 Alpine Road, Suite 108,
Portola Valley, Calif. 94028-7927; 415-851-
8411.

MARCH 9-11. Brokerage: Mile High Expecta-
tions conference in Denver, sponsored by
LIMRA International Inc., $595 for members,
$1,195 for non-members. Patricia A. Kavals-
ki, LIMRA, Meetings Registration Manager,
P.O. Box 208, Hartford, Conn. 06141-0208;
860-298-3959.

MARCH 9-12.3rd International Congress on
Medical-Legal Aspects of Work Injuries in
Munich, Germany, sponsored by Hauptver-
band der gewerblichen Berufsgenossen-
schaften; $400. Secretariat of the 3rd Interna-

tional Congress on Medical-Legal Aspects of
Occupational Accidents (HVBG), Alte Heer-

strasse 111, D-53754 Sankt Augustin; 49-
2241-231-434.

MARCH 10-12. Property Insurance Confer-
ence and Expo '97 in New Orleans, sponsored
by LRP Publications; $575 for government
and non-profit, $675 for others. LRP Publica-
tions, 1555 King St., Suite 200, Alexandria,
Va. 22314; 800-727-1227.

MARCH 10-12. Product Management Skills
and Techniques seminar in Atlanta, sponsored
by Dorman Consulting Associates; $995. Also
April 9-11 in Chicago and May 5-7 in Boston.
Dorman Consulting Associates, 1 Haverhill
Court, Beachwood, Ohio 44122; 216-464-5678.

MARCH 10-14. Comprehensive industrial
Hygiene Review course in Boston, sponsored
by Harvard School of Public Health; $995.
Harvard School of Public Health, 677 Hunt-

ington Ave. LL-23, Boston, Mass. 02115-6096;
617-432-1171.

MARCH 11. 32nd Annual All Industry Day
Conference in Seattle, sponsored by the
Washington Chapter of Risk and Insurance
Management Society Inc.; $95 for members,
$115 for non-members. Michael Smith,
SAFECO Corp., Corporate Risk Management,
SAFECO Plaza, Floor T-1, Seattle, Wash.
98185-0001; 206-545-5418.

MARCH 11-13. Comp Camp in Glastonbury,

Some companies have a way Ofdisappearing
when the market changes.

When business is on the rise, new companies seem tomaterializeovernight.But will they still be

there when the tide turns? With Vesta, you don't have to worry We've committed our resources

Rwed A t Excement)

cosixoyatsest  @XClusively to the property/casualty business. And we back that commitment with proven expe-

rience and financial strength. Soifyou're looking foracompany thatwon'tlosesightofits respon-

sibility toyou and your customers, look into Vesta.

VESTA INSURANCE COMPANIES

3760 River Run Drive Birmingham, Alabama 35243

Conn., sponsored by Aon Management Insti-
tute; $1,900. Aon Management Institute, Cor-
porate Center H, 628 Hebron Ave., Glaston-
bury, Conn. 06033; 860-659-6780.

MARCH 12-14. Strategic Risk Financing and
Alternative Risk Management Methods con-
ference in New York, sponsored by Interna-
tional Business Communications; $1,295. IBC
USA Conferences Inc, 225 Turnpike Road,

Southborough, Mass. 01772-1749; 508-481-
6400.

MARCH 12-14. Promoting Performance-
Driven Health Care Systems and Competitive
Markets conference in Washington, sponsored
by Washington Business Group on Health,
Attn: Health Agenda '97,777 N. Capitol St.,

NE, Suite 800, Washington, D.C. 20002; 202-
408-9320.

MARCH 13-14. Strategic Risk Financing for
Hospitals and Health Systems conference in
Scottsdale, Ariz., $1,295. IBC USA Confer-
ences Inc., 225 Turnpike Road, Southborough,
Mass. 01772-1749; 508-481-6400.

MARCH 13-14. Defending Industrywide
Complex Liability Claims Seminar in Tampa,
Fla., sponsored by Defense Research Institute
Inc.; $485 for members, $535 for non-mem-
bers. DRI, 750 N. Lake Shore Drive, Suite 500,
Chicago, Ill. 60611; 312-944-0575.

MARCH 16-18. Intro to Financial Analysis-
Life/Health Insurance seminar in New York,
sponsored by A.M. Best Co. and The College of
Insurance; $950. Also April 13-15 in Chicago
and April 13-15 in San Francisco. The College
of Insurance, 101 Murray St., New York, N.Y
10007-2132,212-962-4111.

MARCH 16-18. Insurance Ratings seminar in
Indian Wells, Calif., sponsored by Standard &
Poor's Corp.; $730. Donna DiGrandi, Seminar
Programs, 25 Broadway, New York, N.Y.
10004; 212-208-1999.

MARCH 16-19. Captives: "And They Said We
Wouldn't Last.” 24th Annual CICA Confer-
ence in Tucson, Ariz., sponsored by Captive
Insurance Cos. Assn. Inc., $525 for members,
$650 for non-members. CICA Conference,
4248 Park Glen Road, Minneapolis, Minn.
55416; 612-928-4655.

MARCH 16-19. LOMA's System Forum and
Exhibit in Orlando, Fla., sponsored by LOMA;
$795 for members, $1,590 for non-members.
LOMA, 2300 Windy Ridge Pkwy., Suite 600,
Atlanta, Ga. 30339-8443; 770-951-1770.

MARCH 17-18. Workers' Compensation: Cur-
rent Issues conference in Chicago, sponsored
by UBA Inc., $450. UBA Inc., 1331 Pennsylva-
nia Ave., N.W., 1500 North Tower, Washing-
ton, D.C. 20004-1703; 202-662-1515.

MARCH 17-18. Health Care Purchasers
Unite!: The MBGH 17th Annual Conference
in Rosemont, Ill, sponsored by Midwest Busi-
ness Group on Health; $550 for members,
$630 for non-members. MBGH, 8303 W. Hig-

gins. Suite 200, Chicago, lll. 60631; 773-38C-
92090.

MARCH 17-18. The Impact of Climate
Change on Business & Industry in Brussels,
Belgium, sponsored by IPC U.K. Conferences
Ltd.,£1,028.50. Tiffany Goubard, IBC U.K
Conferences Ltd., 57-61 Mortimer St,, London
WIN 8JX, U.K; 171-637-4383.

MARCH 18-21. Analyzing Risk: Science, As-
sessment and Management course in Boston,
sponsored by Harvard School of Public
Health; $995. Harvard School of Public
Health, 677 Huntington Ave. LL-23, Boston,
Mass. 02115-6096; 617-432-1171.

MARCH 19. Twelfth Annual Commitment to
Wellness Conference in Canton, Ohio, spon-
sored by the Commitment to Wellness Com-
mittee; $75. Virginia R. Neutzling, Steering
Committee Chair, Commitment to Wellness
Conference, 2223 45th St. N.E., Canton, Ohio
44705; 330-492-6739.

MARCH 19. The New England Employee
Benefits Council Winter Conference and
Trade Show in Boston, sponsored by NEEBC;
$195 for members, $250 for non-members.
NEEBC, 62 Walnut St,, Wellesley, Mass.
02181; 617-239-1767.

MARCH 19. Pension Simplification and DC
Plan Workshop in Kansas City, Mo., spon-
sored by Corbel,$305. Also March 20 in Clay-
ton, Mo., March 25 in Baltimore, Md., March
27 in Pittsburgh, April 21 in Indianapolis,
May 6 in Phoenix and May 8 in Bellevue,
Wash. Attn.: Client Service Center, Corbel,
P.O. Box 47720, Jacksonville, Fla. 32247,800-
326-7235.

MARCH 20-21. Financial Analysis: Proper-
ty/Casualty Insurance in Philadelphia, spon-
sored by Fells Road Group Inc./Michael Conn
Associates Inc., $1,050 Also June 5-6, Sept.
25-26, and Oct. 30-31. Fells Road Group
Inc./Michael Conn Associates Inc., 271 Route
46 West, Suite D-207, Fairfield, N.J. 07004;
201-227-5955.

MARCH 23. International Insurance Insolven-
cy Workshop in New Orleans, sponsored by
International Assn. of Insurance Receivers;
$1,150 for members, $1,250 for non-members.
INSOL '97, Dept. 3282, Washington, D.C.
20042-3282; 171-583-5000.

The Datebook is compiled from notices sent so
Business Insurance. Notices should be sent at
least eight weeks in aduance to Datebook,
Business Insurance, 740 N. Rush St, Chicago,
1ll. 60611-2590. Please include the cost, if any,
to attend the meeting and information on reg-
istration for interested readers. Business In-
surance reserves the right to select meetings of
most interest to its readers and cannot guar-
antee that notices will be printed.
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ASK A CASUALTY ACTUARY

We have consistently had 20%

e e

claims audit showed that our case

reserves were 10% redundant, but
an actuarial study indicated that
there was a 20% deficiency in our reserves. How can |

decide who is right?

Each of these indications may
be correct. The problem is that
each one is answering a different
question !

Consider the savings on closure
statistics. These provide an
accurate indication of how strong

case reserves are immediately prior

to closure. The problem is that the total claims reserve
contains only a relatively small proportion of claims
that are very close to settlement. The reserve also
contains a significant percentage of claims that are
one or more years away from settlement, and much
can, and often does, happen in the interim.

Typically, savings on closure statistics will indicate
that final reserves are, on the average, redundant.
This does not tell us anything, however, about how

adequate initial or interim case reserves are. Nor does

Figure 1: Type of claim

Year of Length of time to settle

injury 1/2 year 1 1/2 years 2 1/2 years
1994 Tough
1995 Medium

1996 Easy HEF illf:ji

it include a provision for incurred-but-not-reported

claims.
INn most cases, the claim will settle for an amount

close to the final reserve. On a certain percentage of

claims, the settlement amount will be zero or some

Fioure 2: Savinos on closure from calendar vear data

Savings on
Closure

Type of claim:

Easy Medium Tough All Percentage

(A) Number of claims 75 =0 =

(B) Average final reserve 1,000 5,000 10,000

(C) Average settlement 500 4,500 15,000

‘(D) Total final reserves ((A) X (8)) 75,000 100.000 50,000 225,000

(E) Total final settlements ((A) X (C)) 37,500 90,000 75,000 202,500

amount much less than the final reserve. This usually
accounts for most of the savings on closure.

Most adverse development in the case reserves will
occur at interim points in the life of a claim, rather
than just prior to settlement.

Another serious problem with savings on closure
statistics is that they represent a cross-section
of claims that is quite different from that of all
currently open claims. Consider a simple
example (see Figure 1) in which 75% of the
claims settle within the year they are reported.
These are usually small, easy claims with little
potential for adverse development. The average
final reserve is $1,000 and the average 1
settlement is $500. On these claims, the average
savings on closure is 50%.

(A) Number of claims °

(B) Average final reserve

development. The average final reserve is $10,000, the
average settlement is $15,000 and the average savings
on closure is -50%.

The blue area represents all claims that would be
included in the average savings on closure statistics
for calendar year 1996. Note that there is one
block each of easy, medium and tough claims in
the blue area.

The red area represents all claims that are
unsettled as of year-end 1996. This area
represents the total claim reserve. Note that the
red area does not include any easy claims, one
block of medium claims and two blocks of
tough claims.

In the above example, the average savings on
closure for calendar year 1996 is 10%.
However, it is negative 20% for the claim

10%

reserve. The savings on closure percentage is
misleading because it represents a very biased
sampling of claims (if your purpose is to draw a
sample that is similar to the mix of claims in the total
case reserve).
Assume that there are exactly 100 claims per year
(of injury). Figure 2 details the calculation of the
savings on closure for each calendar year. Similarly

Fioure 3: Savinos on closure for all currentlv ooen claims

Savings on
Type of claim: Closure

Easy Medium Tough All Percentage
Z0 10

1,000 5,000 10,000

(C) Average settlement 500 4,500 15,000
Another 20% of the claims are medium in size
and medium in difficulty and settle within the (D) Total tinal reserves 100,000 100,000 200,000
first year after they are reported. The average (E) Total final settlements o 96,000 150,000 240,000 -20%

final reserve is $5,000, the average settlement is
$4,500 and average savings on closure is 10%.

The remaining 5% of all claims are large, difficult
claims that will take two or more years to settle and

that have significant potential for adverse

Figerera docamens e celeuiionaf e savngs o

See Actuary on nekt page

Pollution exclusion invoked in product claims

Discuss coverage changes,

premiums with insurers

By Philip H. Hecht

rT,he insurance industry's expansive interpretation of

1 the absolute pollution exclusion threatens to eliminate
products-completed operations coverage for products w=>ith
potentially hazardous or toxic characteristics.

Since at least 1986, virtually all standard form
commercial general liability policies have been written
with the absolute pollution exclusion. This exclusion was
developed by the insurance industry as a forceful response
to the pro-policyholder judicial interpretations of the
"sudden and accidental" pollution exclusion that was
common in comprehensive general liability policies from
the early 1970s.

The absolute pollution exclusion has been invoked by
the insurance industry to bar coverage for claims
involving both gradual and abrupt environmental
contamination.

Policyholders can protect themselves by being aware
that some insurers are trying to use the absolute pollution
exclusion to eliminate products-completed operations
coverage under standard form CGL policies for products
that have potentially hazardous or toxic characteristics.

Standard form CGL policies generally have a products-
completed operations coverage part separate from other

coverage parts in the policy and for which a separate
premium is charged. The typical definition of the
products-completed operations hazard includes all bodily
injury and property damage occurring away from
premises you own or rent and arising out of "your
product.”

The typical definition of your product reads: any goods
or products, other than real property, that are
manufactured, sold, handled, distributed or disposed of by
you.

However, the typical preprinted absolute pollution
exclusion states: This insurance does not apply to bodily
injury or property damage arising out of the actual,
alleged or threatened discharge, dispersal, seepage,
migration, release or escape of pollutants.

The exclusion defines a pollutant as: any solid, liquid,
gaseous or thermal irritant or contaminant, including
smoke, vapor, soot, fumes, acids, alkalis, chemicals and
waste. Waste includes materials to be recycled,
reconditioned or reclaimed.

How can the products-completed operations coverage
part and the absolute pollution exclusion be reconciled in
the case of policyholders that manufacture, distribute or
sell products with potentially hazardous or toxic
characteristics?

It could be argued that a product with such
characteristics by definition is an

contaminant.”

"irritant or

Indeed, as some courts have observed, virtually every

product could be characterized as an irritant or
contaminant in some form or fashion, especially if used or
handled improperly. It also could be argued that when a
product with potentially hazardous characteristics causes
bodily injury or property damage, it most likely is the
result of a "discharge, dispersal, seepage, migration,
release or escape."

The fact that products with potentially hazardous or
toxic characteristics can be construed to fall within the
language of the absolute pollution exclusion has
emboldened the insurance industry to argue that the
exclusion bars coverage for all such products.

Thus, insurers have persuaded courts to bar coverage
for liability arising from such widely used items as
cleaning agents, aerosol sprays, and construction
adhesives and glues. As a result, policyholders have little
assurance that their insurers will agree to cover a liability-
producing event involving any of these products, at least
not without significant resistance.

Some insurers have gone a step further in attempting to
eradicate coverage for products with potentially
hazardous or toxic characteristics. Recently, an insurer
refused to defend its policyholder in an underlying lawsuit
in which it was alleged that the policyholder's products
are among the possible causes of Gulf War Syndrome. The
insurer took the position that coverage was barred
because the policyholder's products fell within the terms
of the absolute pollution exclusion in its CGL policy.

See Pollution on next page
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Let's compare the relative proportion of types of claims in
the savings statistics and in the current year's total case
reserves (in terms of number of claims). While easy claims
comprise 75% of all claims closed in any given year, they
account for two-thirds of all currently open claims. Finally,

7/ while tough claims account for only 5% of all claims closed,
they represent one-third of all currently open claims.

If savings statistics are to be used at all in estimating the

. degree of redundancy or deficiency in the case reserves, they

| should represent a cross-section of claims that is similar in

mix to the lypes of claims that comprise the current case

reserves. Savings on closure statistics seldom, if ever, satisfy

this criterion. One exception to this rule is the runoff
situation where all claims are at least three years old.

" A professional claims audit will provide you with critical
information in terms of whether or not case reserves are
being properly set in relation to the facts that are evident in
each claim file. It is important to know this and take

%

{ Pollution

Continued.fromprevious page
4 The basis for the insurer's denial was clause (e) of the

exclusion, which is not usually found in the standard
absolute pollution exclusion: Coverage is excluded to the
extent that any such bodily injury or property damage is
included in the products-completed operations hazard.

It is clear that clause (e) is intended to take away the
coverage provided by the products-completed operations
coverage part, at least for products with potentially
hazardous or tox:ic characteristics.

There were two problems, however, with the insurer's
position in the Gulf War Syndrome case, leading to its early
resolution.

First, the policyholder had an uninterrupted history of
purchasing products-completed operations coverage for
which it had paid substantial separate annual premiums.
Second, the insurer's internal documents demonstrated it
had failed to explain to the policyholderthat coverage for
liability arising out of its products henceforth would be
barred by clause (e) of the exclusion.

If the policyholder paid a separate premium for products-
completed operations coverage, it should not have been

s denied coverage for liability arising out of its products on
Z the basis ofthe absolute pollution exclusion.
i* If the insurer intended the language of clause (e) of the

* absolute pollution exclusion to override-and in fact

corrective action if unreasonable case reserves are being
established. Otherwise, it may, at a minimum, create
problems with your excess insurer or reinsurer. However, it
should be recognized that even the best claims auditor can
only be expected to develop a reserve estimate based on
what can reasonably be anticipated based on the known
facts at the time. When there are few facts in the file, such
as might likely occur for claims that have only recently been
reported, then it is quite possible that even the best claims
audit willleave case reserve inadequacies undetected. And,
of course, a claims audit will not provide an estimate of the
reserve or IBNR claims.

An actuarial study is the only one of the three approaches
that you mentioned which, if properly performed, is

designed to answer the questions of how adequate or
deficient the total claim reserves are. ikl

Would you like advice from an experienced colleague on a
risk management, benejit management or actuarial problem?
Four gllarterty features in the Peispective section Of Business

Insurance can give you some answers.

eliminate-products-completed operations coverage for
products with potentially hazardous or toxic
characteristics, the insurer had the obligation to inform the
policyholder, in advance, of the effect on its coverage and
should not have charged a premium for that coverage.

Most insurers do not want to draw their policyholders'
attention to significant gaps in coverage, particularly if no
products claims have been presented that conceivably could
be denied on the basis of the absolute pollution exclusion.
For the same reason, it is doubtful that many insurens
would choose to face the issue head-on by inserting a
provision like the clause quoted above in their policies and
ris][ing questions from their policyholders about whether
products coverage has been eliminated.

But policyholders should not conclude that their products
coverage is safe as long as their policies do not contain a
provision like clause (e) in the Gulf War Syndrome case.
Recent cases demonstrate that insurers will continue to
argue that, even without such a clause, the absolute
pollution exclusion bars coverage for products with
potentially hazardous or toxic characteristics.

There are practical steps, however, that corporate
policyholders can take to ensure they are not unwittingly
left without coverage for their products:

+ Review your CGL policy to determine whether it
contains both products-completed operations coverage and
the absolute pollution exclusion.

« If the policy contains an absolute pollution exclusion,
determine whether the exclusion contradicts the products-

Ask A Casualty Actua,y, Ask A Benefit Actuary, Ask A
Benefit Manager and Ask A Risk Manager answer written
questions from readers on risk and benefit management issues
and actuarial probtems.

This month's column on actuarial issues in the casualty field is
written by Richaid E Sherman, president of Richard E,
Sherman & Associates Inc. in Ashland, Ore. William J. Miner,
an actualy with Watson Wyatt Worldwide in Chicago, answers
actuariat questions in the benefits field. Christopher E. Mandel,

director of risk numagement at KFC

Co,p. in Louisville, Ky, answers nisk

management questions. And Dennis

I Nirtaut, managing director of

_n Andec?gé?‘?sation and benefits for

1 a.... . Chicago, answers employee benefit
ptan questions. Address your

WWorldwide S.C in

I —— g— @ Jquestions to ASK, Business
1 7/ 1 Insurance, 740 N. Rush St; Chicago,
m. 60611. Ptease give us your name,
Mr. Sherman title and employer,- however, we will

consider unsigned Zettem.

completed operations coverage by including a provision
similar to clause (e) quoted above.

«Ifthe absolute pollution exclusion in your policy does
contradict the products-completed operations coverage,
check to see whether you are paying premiums for that
coverage. The premium should be less than before the
exclusion became effective.

« If your insurer proposes any changes in an existing
absolute pollution exclusion at a future renewal, clarify the
effect the changes will have on your products-completed
operations coverage, and negotiate an appropriate premium
for the reduced coverage.

By following these steps, you will be in a better position
to deal with future liability arising out of products with
potentially hazardous or toxic characteristics. You also will
be able, if your insurer denies coverage, to insist upon
getting the coverage you thought you purchased. Il

Philip H Hecht is a partner
in the Washington, D.C., law
firm Of Howrey & Simon. He
represents poticyhotders in

environmentat and toxic tort

insurance coverage disputes.

Property damage must include 6tangible' losses

The Supreme Court of Alabama has ruled that lost
investments are not "property damage" as defined either
by a comprehensive general liability or business owner's
insurance policy.

This suit arose from the financial collapse of Donald M.
Martin and the real estate businesses he controlled. Murray
and Roberta Berger began investing money in Mr. Martin's
businesses in the late 1970s. American States Insurance Co.
provided business owner's CGL insurance to Mr. Martin

1 and his businesses. The policies defined "property damage"

| as physical injuy to "tangible" property. Also, the policies

h defined "occurrence" as an accident.

j The Bergers sued Mr. Martin and his businesses,
claiming their security instruments and "properties" were
exposed over a long period of time to unsafe financial

2 conditions and that that fact caused the ultimate loss of
jj their investments.

American brought this action in federal court, seeking a

Gt o e ey A

»11 whether, under Alabama law, the insurer had a duty to

§] defend and indemnify Mr. Martin and his businesses.

5 The Supreme Court of Alabama said tangible property is
0 that that can be felt, touched, seen, weighed, measured and
5 estimated by the physical senses. Purely economic losses

legal Briefs

are not included in this definition of tangible property,
according to the court. The clear basis of the Berger suit,
the court noted, was that money was invested with Mr.
Martin and lost in those investments.

The court concluded that strictly economic losses such as
lost profits, loss of an anticipated benefit of a bargain and
loss of an investment, do not constitute damage or injuly to
"tangible property.”

The court ruled in favor of the insurer under both
policies.

American States Insurance Co. us. Martin, Supreme
Court of Alabama, May 19, 1995 (BI/01/M.-$10).

Comp covers illegal aliens in Louisiana

The Louisiana Workers' Compensation Act does not
exclude illegal aliens from securing workers compensation
benefits when justified, according to the Court of Appeal of
Louisiana.

Pablo Artiga was hired by M.A. Patout & Son as a
mechanic's helper in 1994 after he presented a "resident
alien card" and signed an employment eligibility

verification. In July 1994, Mr. Artiga fell about 15 feet on
the job, seriously injuring his back. The employer paid
workers comp benefits until November 1994, when
payment was stopped after the employer was informed by
the U.S. Immigration and Naturalization Service that Mr.
Artiga was an illegal alien. Mr. Artiga filed a disputed
claim for compensation with the Office of Workers
Compensation. A hearing officer held that an illegal alien
could be denied the right to pursue benefits.

The appellate court could find no clear indication that
the Louisiana Legislature intended to exempt illegal aliens
from recovering under the compensation act. The court
said that entitlement to benefits under Louisiana law "is
dependent upon the employee status of the claimant.”
Thus, the court said it was clear that Mr. Artiga could not
be denied compensation because of his status as illegal
alien.

Artiga us. MA Patout & Son, Court of Appeal of
Louisiana, April 3, 1996 (BI/03/D.-$10). [al

These abstracts were prepared by Mayo H. Stiegler.
Copies Of these decisions are available by sending a
$10 check payable to Mayo H. Stiegler, to Business In-
surance, 740 N. Rush St., Chicago, Illl. 60611-2590.

List the number for each opinion.
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Sedgwick Group P.L.C. is ac-
quiring the 50% of River Thames
Insurance Co. Ltd. owned by
Transamerica Corp., taking to
99% its shareholding in the rein-
surer, which has been in runoff
since November 1996. Sedgwick
is paying £12 million ($19.4 mil-
lion), plus up to £2 million ($3.2
million) based on RTI's prof-
itability for the five years to the
end of 2001. Sedgwick's reinsur-
ance recovery subsidiary, ReSo-
lutions International Ltd., will
handle the runoff of RTI, which
has a book value of £28 million
($45 miillion)....The Channel Is-
land of Guernsey registered a net
increase of 28 captive insurance
companies in 1996, taking its to-
tal to 335... .Denis Kessler,
chairman of the Federation
Francaise des Societes d'Assur-
ance, is taking over the role of se-
nior executive vp of AXA-UAP
Group from Dominique Bazy,
who resigned suddenly this
month... .Lloyd's managing
agency Wellington Underwriting
P.L.C. is taking over corporate
capital provider Premium Un-
derwriting PLC. The deal, valu-
ing Premium at £34.9 million
($56.4 million), will take the form
of exchanging Premium shares
for new Wellington shares.
Wellington has £602 million
($972.4 million) capacity for the
1997 underwriting year spread
across five syndicates. Premium
is currently providing £76.6 mil-
lion ($123.7 million) capacity to
39 syndicates....New York-
based insurer Reliance National,
part of Reliance Group Holdings
Inc., has set up an alliance with
Jakarta, Indonesia-based insurer
PT Lippo General Insurance to
distribute its products across In-
donesia. . . .Pollution liability
limits for shipowners belonging
to protection and indemnity
clubs should remain at $20 bil-
lion, according to a report pub-
lished by The Standard Steam-
ship Owners' Protection & In-
demnity Assn. (Bermuda) Ltd.
The report, commissioned by The
Maritime Economics Research
Center in the Netherlands, says a
claim at the top end of the limit
would be collectible and would
not seriously disrupt the ship-
ping industry. Last year is the
first time the liability has had a
limit put on it... .London-based
msurance services provider The
Eastgate Group has taken full
control of Allied Eastgate Claims
Management Ltd. after the clo-
sure of loss adjuster Allied
Claims Services Ltd., which had
held a 20% share in the compa-
ny. . . .Jonathan Kennett has
joined Zurich International (UK)
Ltd. as senior underwriter-glob-
al specialties, to develop a crime
and liability book of business. He
joined Zurich from AIG Europe
(UK) Ltd., where he was assis-
tant vp... .Ratings agency Stan-
dard & Poor's Corp. has raised
the claims-paying ability of X.L.
Insurance Group to AA from
AA-....Electricity transmission
supplier National Grid Co. has
been ordered by the Pensions
Ombudsman, which adjudicates
pension member complaints, to
repay £46.3 million ($74.1 mil-
lion) into its pension plan. Na-
tional Grid had transferred a
surplus out of the plan to fund a
redundancy program and has
said it will appeal the Ombuds-
man's decision in the High Court.

Business Insurance, February 24, 1997 / 17

INTERNATIONAL

Poland prepares to open market

By MARIA KIELMAS

WARSAW-Poland is fine-tun-

ing its insurance legislation in
preparation for opening its mar-
ket to foreign investors in 1999
and a possible entry into the Eu-
ropean Union sometime in the
next century.

This revision has run parallel
with the creation of the country's
first-ever exclusively reinsurance
company and the preparation of
legislation to permit creation of
private pension funds.

Revision of existing insurance
legislation involves a long consul-
tative process with all sides of the
industry, including the Polish in-
surers' association, Polska Izba
Ubezpieczenia, and the Polish
brokers association, Stowarzysze-

nie Polskich Brokerow i Agentow.
The revision is not drastic, but is

just a fine-tuning of existing 1995

insurance  |aw, Anatol

says
Adamski, director of the Insur-
ance Department at the Ministry
of Finance, which regulates the
industry.

According to Mr. Adamski, the
government is analyzing four as-
pects of the insurance industry:
commercial business practices,
regulatory matters, the role of
agents and brokers, and additions
to bring Poland's insurance mar-
ket in line with those in Europe.
Mr. Adamski declined to provide
specifics.

Foreign investors may own a

maximum of 49% of a Polish in-

surer or broker. Initially, this re-

striction was to be removed this

vear.
But the Polish government ex-
tended it by two years to protect

the nascent domestic insurance
sector.

Minimum capital requirements
for life and non-life insurers are
low, ranging from $4 million to $5
million.

Mr. Adamski says that the 1999
date for full market opening is
firm. "We are planning to have
the new insurance codes ready by
the end of 1998 to prepare for the
market opening the following
year," he said.

The Polish insurance market
generates an annual gross premi-
um volume of about $2.5 billion,
says Domynyk Szymanek, manag-

ing director of Warsaw-based
broker GPH International S.A.

But, just two
Powszechny Zaklad Ubezpieczen,

companies-

Poland's largest insurer, and the

Warta Insurance & Reinsurance
Co.-control 80% of this market.
Another 23 insurance companies,
most of which are poorly capital-
ized, control the remaining 20%.
Brokers only handle about 10% to
12% of insurance premiums.

As a result, broker involvement
"can only go up,” Mr. Szymanek
said. Insurers and bankers remain
confident of growth in the Polish
insurance market, given that last
year gross domestic product grew

by 5.5%.
The problems faced by medi-
um-sized and small insur-

ers in obtaining reinsurance
triggered the creation of

See Poland on page 19

Australia may strip captive owners' tax break

Treasurer wants to remove Singapore from 'white list'

By KATE TILLEY
BRISBANE, Australia-Aus-
tralian-owned captive insurers in
Singapore are likely to lose the
tax-related benefits of the domi-
cile.

Australia may remove Singa-
pore from its "white list,"” which

allows a captive insurer to pay
taxes to the domicile rather than

Australia. Countries that are
deemed to have a tax rate compa-
rable to Australia's are placed on

the white list. Singapore's re-
moval from the list would trans-
late to an additional 10% tax for
Australian captives domiciled
there.

Australian Treasurer Peter
Costello has proposed that the
change take effect July 1 and has
given parent companies and cap-
tive managers until March 1 to
comment. The proposal is likely to
be included in the May budget
package and is expected to be

passed by Parliament.

European Commission

By DON LEWIS KIRK

The European Commission has
been asked to draft regulations
that would govern environmental
impairment liability in the Euro-
pean Union.

Encouraged by the European
Parliament, the initiative is seen
by supporters as a key to enforce-
ment of E.U. pollution control
laws. Opponents fear that sub-
stantial financial and administra-
tive burdens will be imposed on
European industry.

"Any solution must bring strict
liability to all E.U. member coun-

tries,"” said E.U. Environment
Commissioner Ritt Bjerregaard,
who regards the E.U. mandate as
an "efficient and flexible instru-

ment to enforce E.U. pollution
laws."”

Ms. Bjerregaard said regula-
tions would apply only to future
claims and not be retroactive.

One advantage to harmoniza-
tion is improved competition, Ms.
Bjerregaard said. "Diverse liabili-
ty regulation in Europe brings

Tax experts say the proposal
would encourage captive owners
to reconsider the viability of Sin-
gapore as a domicile, because cap-
tives would have to make up the
difference between the Singapore
tax rate of 26% and the Aus-
tralian rate of 36%.

Already, one Australian captive
owner says the parent company
"could consider" shifting the Sin-

gapore captive to Bermuda, which
is not on the white list either but

offers direct access to reinsurers.

Bill Kable, group risk manager
and legal counsel for Sydney,
Australia-based Metal Manufac-
tures Ltd., said the proposal, if it
went ahead, could create adminis-
trative problems because its Sin-
gapore captive, Castle Pacific Ins.

Pte. Ltd. writes New Zealand and
Asian business as well as Aus-
tralian. "Singapore's advantage is
it is close in time and travel, but
Bermuda has a highly developed

insurance market,” he said.
However. Mr. Kable added he
had "not yet delved into" the
See Captives on page 20

urged to draft EIL rules

different cost burdens to different

economies," she said. In the long
term, such burdens could be the
determining factors in where
companies set up operations.

Some E.U. members, including
Germany, France and Great
Britain, have voiced opposition to
the new initiative.

Edwin Frietsch, head of the De-
partment of Environmental Lia-
bility Compensatory Damages
Law, warned of cost burdens on
industry, which are already great.
Germany he said, preferred to

"regulate itself."

Fears of unfair competition are
unfounded, said Mr. Frietsch. "In
most E.U. countries, environment
liability legislation is still young
and has little effect on competi-
tion," he says.

Mr. Frietsch fears environment
impairment could be defined very
broadly. He also said the Euro-
pean Union is considering intro-
ducing a provision for class-ac-
tion suits in its European solution.

"While consumer groups should

See EIL on page 20

Companies held liable for contractors

By EDWIN UNSWORTH

LONDON-U.K. companies face greater
legal responsibility if their contractors' neg-
ligence injures employees or the public after
a jury verdict last week in the U.K. Central
Criminal Court in London.

Three companies were found guilty of
breaching the Health and Safety at Work Act
1974 after six people were killed and seven
others were injured in September 1994 when
a pedestrian walkway collapsed as they
boarded a ferry.

Port Ramsgate Ltd. and two Uddevalla,
Sweden-based companies, Fartygsentrepre-
nader A.B. and Fartygskonstruktioner A.B.,
which designed, manufactured and installed
the walkway (BI, Sept. 26, 1994), were found
guilty.

Lloyd's Register of Shipping, one of the
world's major maritime classification soci-
eties, which certified the walkway as safe,
had pleaded guilty to a similar offense before
the trial started. Its spokesman, Michael
Franklin, said this was the first time Lloyd's
Register had ever been found guilty of negli-

gence.

The Health and Safety Executive, an agen-
cy that oversees workplace health and safety
in the United Kingdom, brought the prose-
cution.

After the verdicts, the agency's deputy di-
rector general, David Eves, emphasized his
determination to ensure companies do not
disregard health and safety rules: "As regu-
lators we take breaches of these duties very
seriously and will not hesitate to prosecute
wherever appropriate.”

He added: "In bringing this matter to the
court, HSE sought to send an important re-
minder to all employers that their legal re-
sponsibilities extend to the protection of the
public from workplace activities. . . .The case
also emphasizes the need for companies to
ensure effective management of such pro-
jects at every stage."

The case highlights not only the direct re-
sponsibilities of companies for the safety of
their employees and the public but also their
responsibility for the contractors they use.

Port Ramsgate Ltd. would not comment on

See Ferry on page 19
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A criminal court found three companies guilty
in the 1994 collapse of this ferry walkway.
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Special interest risks surveyed Japanese oil spill claims expected
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Prossure groups already influence investment logde," according to Conitrol Risks some compensation Mr. Jacobsson said the participating countnes' oilimporters, of which
decisions | . 5 we bell ) level of payments relatmg to Nakhodka claims Japan accounts for about one-fourth
ecisions in some companies, and we belleve Outlook 9713 available *om Control Rtsks for would be reviewed Apnl 14 or 15 at the next -By Edwin Unsworth

that more companies wlll be affected m the fu- £140 ($225) by cattmg 44-171-222-1552
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RATES AND CLOSING TIME:

Rates Drsplay] c/assrfredrs $16300 percclumn inch, minimumof one inch Straight class*ed Closing: Published every Monday Copy]mus t be m typewritten form by 5 00 Tuesday, 6 days
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p” ° atich as a character) Additional 5.2 00 charge farallblmdbox ads O gseresponses Mailads to, Cheryl Adeszko, CIassrfred Advertising, 740 N Rush St, Chicago, IL 60611

which,fit mto a business size envelope will be fonvarded Responses are onvarde For more information call 312-649-5340. FAX 312-649-7799, or e-mail cadeszko@crain com

HELP WANTED HELP WANTED HELP WANTED REQUEST FOR OFFERS LEGAL NOTICE LEGAL NOTICE
DIRECTOR OF RISK MANAGEMENT our e MA:’:;EERF, ., MARKETING REPRESENTATIVES REQUEST FOR OFFERS IN THE CIRCUIT COURT OF COOK COUNTY, ILLINOIS
ur rapi rowin Irm locate: i :
The City of Pensacola seeks Director of near Chgttarltogoga ha. an immediate need  National Insurance Company is seeking experi- \;\ngfor:e':ﬂo';ﬂ;:;cc% f'c’:rcgzl‘;;axgéf:ﬁg COUNTY DEPARTMENT, CHANCERY DIVISION
Rrsk Mana ement to administer City's for a risk marager to run our captive and  enced, energetic, self-disciplined mad eling stall ransit 1ot re es |n o Ied Oﬁz IN THE MAnER OF THE LIQUIDATION OF )
losurange & Loss Gontrol and Employee in house irsurance program W require 2 to 111 reglonal positons In Calfoma, Colorado, oM qualied i of aitiais ier- FIRST OAK BROOK CORP, SYNDICATE ) NO 96 CH 10138
’ progre degree as well as CPCU and RIMS llinois, Pennsylvania, South Camlina, Texas ested in providing Life and Accidental NOTICE OF CLAIM FILING DEADLINE AND PROCEDURES

Must have experience in HMO/managed experlerce and Utah Representatives will be responsible Death and Dismemberment Coverage o
care con ra%trn% Florida seft nsured WG If Jou have a desre to Jon a fast paged for markefing a unique army of wholesalg insur -~ Copies of the soliitation documents (in- PLEASE TAKE NOTICE, that on Novembef 12,1996, the Circuit Court of Cook Coun-
-insured general automo ile, con- envirormerit where you can uding E 12l Surely Bond ems,\,e of the specifications) may be ob- 1Y, llmols entered an Order of Liquidation With A Finding ol Insolvency against First Oak Bfook
ance including Environmental Surely Bonds, Corp Syndicale fFirst Oak Brook") Mark Boozell, Director of Insurance of the State of llinois, is

tract review, munrcrpal exposures (Airport ference, please send your resume which RA fter Feb ? errom Wrg
Port, Gas Ultility, Police, Fire, Re<reation), must Indude sa,ary history and  Product and General Liability Irsurance, Em t\f ercer, Inc ki ila Manning, the statutory and cold affirmed Liquidator ol First Oak Brook fLiquidator|

subrogation programs, self-insured claim Professional Feferenceto ployment Pradices Liability Insurance, and in- Texas Commerce Tower, 2200 Ross Av- TAKE FURTHER NOTICE, that on Jammty 2,197, the Circuit Gaurt of Cook Count
litigation Experience preferred m special Miller Industries Inc sufance products specitically fela ed to the min- enue, Dallas, Texas, 75201, or by phoning llimols, entered an Order Fixing Rights and Liabilties artryd Providing for the Filmgof Clalms an)rl!
t risks, Florida OSHA & safety, cl y %’ g g Rigr g g

st 11 ooty Trability, auto. 8503 Hilltop Drive ing industry Please send resume to Vice Presi-  Villiam M Mercer, inc at 5214 ) 220 - Claim FrIrng Deadlines ("Fixing Order") Pursuant lothe Fixing Order, allrights andliabilities of
Weomp. employes bencits, civi rghts. P © Box 120 dentiMarketing, 167 East Main Steel, Suite 3500 Offers received after the deadines First Oak Bmok and ts policyholders, cred forsandstockholders, andallotherpersons Interested in

aviation, maring and utilities ’ ©Ooltewah. TN 373630120 210, lexington, Keniucky 40507 specified will be retumed to the sender Its properly o ajslset'?‘ﬂare fired as of November 12,1996, unless otherwise provided in prior of fur-

Attn Director of Human Resources et ordels of tile Court

Qualifications Bachelor's d in risk

mg:a:g;g?ngg,s ins?lcra:c?; 2af:g/r§?rlenlart|:d ~_TAKE FURTHER NOTICE, that all Bemons and entities who have, of my have, claims
field, and five (5) years of progressively - . BUSINESS OPPORTUNITY against First Oak Brook, Its property or assets, of against a First Oak Bmok Insured or pollcyholder,

responsible experlence in managing rrsk 1 GROUP SALES 1 For a 1997 %t(rfrll1h2a\/19 gtge a%hi g% grre}segtsand file with the Liquidator proper pmols of claim on or before Novem-

management programs, at least two (2) at

th I | | | T ) Fickewirlhy & A 126 Id BUSINESS OPPORTUNITY

y@a?%pﬁfv Sk Management eexpve° eNce May bendls BT Jerage and consuling fim Weare A unique consuling oppotunty vith a5 Rt Cad ek Brooshalar henght AT e et proor et
e substituted for each year of college looking for o sales p ofesional with experrence in g{reat potential Team with medical d ;lrs nvolvmg Ca” (32) 649 5340 loith a contingent clim oll of belofe November 12,1997 21430 p m (C ST ) Nocon{Ingent elam’

Salary negotiable based upon experience the,Jver 200 | fe group trorket Area of work would  £OFS 1OUSE xour COﬂSUltme% sk shall be allowed for Jurposes oé réaft}cipatin)g( ir; any dismbution of estate assets that may be made at
the jourth Monty level, 215 ILCS 5/205(1)(d), unless such claim has been liquidated and the Itt-

Submit resume, salary history and salary be Southern Oilfomia (Sinto Borboro South 10 Son - corporate weliness prograns 1

Eegérrremeqts to L g\/ ayne Ethe %&? Fprego ) bel ent pc(kale of bose pay, mientive sured datmant has presented and filed evidence of payment of such claim to the Liquidator on M
I Cltor ;03 o“é“a” > 9%"335 la p andkeneits Intented candidates should fonward before November 12,1998 at 430pm (CST) An% contingentclaim for which aproper pmofol
Seonr o ensaceia. a civer letterond resume to John M Fickewirth, LEGAL NOTICE LEGAL NOTICE claim s filed on of before November 12,1997 al 4 30 p m (C S T), bul which is not liquidated on
THE CITY OF PENSACOLA IS AN EQUAL  hikevim & Associates, 5851 Ihill Street, Suite orbefore November 12,1998 at 430 p m (CST ), maybe estrmated pursuant 10 215 ILCS
102, Vertura, (A 93003 5422 or fox 5/209(4)(b) lorpurposes of panicialing m any dismbution of estate assets that may be made at the

?giI?EJQUNTATFTVEEM:CL_ﬁZ)EIRAﬁggIzigﬁ_Tle\( (051 o4 8316 LOE ENGLISH & AMERICAN lilth Friority level, 215 ILCS 5/205(1)(e), unless othemise directed by the court
INSURANCE COMPANY LIMITED TAKE FURTHER NOTICE, thal the form and required contents of all proofs ot claim

EMPLOYMENT

ace described in 215 ILCS 5/209 Proofs of daim, along with suppoMrn? documents, If any, am to bE
. English & American Insurance Company Limited (the "Company') Is hled with, and may be obtained from, the Liquidator of First 8)ak Brook, af 222 Merchandise Mart
K 60%54 A proof ol claim shall be deemed liled" with the Lig.

CHIEF FINANCIAL OFFICER sublect to a scheme of arrangement dated 28 October 1994, which became Plaza, Suite 1450, Chicago, llinois
effective on 8 February 1995 (the "Scheme”) uidator upon the Liquidatofs receipt thefeol The Liquidator reserves the fight to requiresuch addi

COMPANY Notice m hereby given that meetings of Scheme Cred,tors have been honal Information mthresped to any claim hled withhimashemay deemnecessaly Theliquidato

Excellent rated mutual commemal gro erty and casualt in urance coniany Strong liquidity, level- convened gy the Scheme Administrators in accordance with section 81 of  ludher resetves any andalldefenses available to Fits! Oak Brookuponall filed claims All prools of
ggr: ralng anefsgt;njen:ﬂpgzt;ons with assets of $1 2 billion loca:ed n ad str.ble Midwest community ad the Scheme for th & purposes of receiving a report (th.e "Report”) on the claim must be duly sworn to before an offlcer authorized to lake oaths

conduct of the affairs of the Company and the operation of the Scheme THE LAST DATE FOR THE FILING OF PROOFS OF CLAIM WITH THE LIQUIDATOR

CREOENTIALS since 8 February 1995 IS SET FORTH ABOVE NO PERSONS OR ENTITIES HAVING OA CLAIMING TO HAVE ANY CLAIMS

GAINST FIRST O#K BROOK CORP SYNDICATE, OR ITS POLICYHOLDERS, SHALL PARTICIPATE

CPA, degreed in financial arena w,th advanced degrees in finance ac,«ourting and/or actuarial a definite
plus Knowledge and experience with cost accounting methods and implEn-entton also a plus Strong  The meetings of Scheme Creditors of the Company will be held as follows IN ANY DISTRIBUTION OF THE ASSETS OF THE COMPANY UNLESS SUCH CLAIMS ARE PROP-
ERLY FILED WITH -HE UOUIDATOR ON OR BEFORE NOVEMBER 12,1997 AT 430PM (CST)

personal traits Exhibits role model type behawor, excellent Eresertton sblls effective communicator Date: Thursday 20 M 1997
wth staff kind senior management team, developer of staff develops ntemal cistomer focus within own T,a e 4 Ousr(s) ay arci Wednesday 2 Apnl 1997 Peter G Gall
staff coaching yet accountable management style innovatg and mirkettnl onented Known for strong me: am 1000 am eter G Galanis ;
agency relationship skills Responsive tointellectual ch311ences ard has #e abilty to develop concepts Place. Winter Garden Room The Great Hall Chartered Special Defuly Rec:iver
REPORTING AND RESPONSIBILITIES Rthga Royal Hotel Insurance Institute
Will report to the President and CEO with responsibil ties ot treasurer and sipervision of financial de 151 West 54th Street 20 Aldermanbury
partments of the company (between 7th and 6th Avenues) London EC2V 7HY
EXPERIENCE ANO ABILITIES New York, New York 10019, USA UNITED KINGDOM
The ideal candidate is currently working in a numbEr one or two financial position at an Insurance ) . . .
company, but desirous to move to the next level Ailich BresBrts the opponunity to assist in the Each Scheme Cred,to- will be required to complete a registration form to
planning, budgeting, and direction of the company Also is comfortable w th technical innovations and reg ster his/her attendance at the meetrng prior to its commencement
willing to implement advances m electronic functions that wil improje service while increasing one ho believes tha /she ma entitled to atte the eetings
(bl copy o grgh on fomm and the Reportwithout cha
Qualities would include the ability to work with othe exeitives in formulating short andron from dmrnrstrators ress grven
strategies and recommendations for business direction Cand date shJild fave the leadership skills DATED. 24 February 1 997

to coordinate actmties with other departments and more importantly possess the ability to assist In
the company's overall oblective to conttnue m grow rofitably Shiuld be able to identify and be willing
to make recommended changes that Mil continue to improie the compaiys prfit picture Imagination Scheme Administrator
problem solving ability, and a desire to join an aggressrte maragement team are qualities for the

A J McMahon

right indMdual KPMG . .
COMPENSATION P O Box 730 Business Insurance Onlinel
Attractive salary structure, 401 k Program Defined Benefit Pension Plai extremely competitive ken- 20 Farringdon Street www.businessinsurance.com
tive Compensation and Benefit Programs aswelles an Executive Conip:ny Ca Program London
ECA4A 4PP

If you meet the above listed requirements, please suomit your ysume. college transmpts and salary
requirements to Business Insurance, Box 3030 740 North Aush Street Chicago IL 60611 2590 UNITED KINGDOM N )
To place your classified ad online call 312-649-5340
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business to other central European under study is a system of so-called
reinsurers Details of this plan were voluntary-sponsored pension funds I: e rry
unavailable that employers may create for their
Meanwhile government autho- employees Contributions to these Cont:nued from page 17 Kingdom

the country's first reinsurance-only rization for the creation of private funds w11 be paid by the employers the cost implications of the ver- However, the trial will not have
company, Polskie Towarzystwo pension funds, known in Poland as only However, employees of priva- diet, although earlier a spokesman helped their reputations, as the
Reasekuracy]ne, or PTR The gov- open pension funds, could become a tized companies will be able to said it was a matter for its insur- prosecution convinced the jury
ernment and legislators also hope reality before scheduled general make an initial contribution to the ers and lawyers However, insur- the unsafe design and construe-
that a domestic reinsurer will stem elections this fall Prime Minister voluntary funds, Mr Krol ex- ance normally does not cover neg- tion of the walkway caused the
the outflow of funds overseas in the Wlodimierz Cimosiewicz said early plained
form of remsurance premiums

fine is imposed on them could

only be enforced if they attempted
to do more business in the United

Poland

Continued from page 17

accident
this month that he expects the
Created m October 1996, PTR has Council of Ministers to approve on fund contributions, have yet to
assets of $23 1 milhon, less than half draft legislation for the funds by the be worked out
the $50 milhon the government had end of March The legislation Polish government officials and test of the Health and
hoped for when the company was in should be presented to the country's their advisers have studied other Safety at Work Act's because of commercial pressures
the planning stage The shortfall is parhament, the Selm, in Apnl private pension systems for ideas to install the walkway as quickly
due to the last minute withdrawal "This is the first concrete an- Chile's experience over the last 16 appliCatiOn tO fOreign as possible to meet competition
of some prospective shareholders, nouncement of a timetable," says years was particularly useful "We
Mr Adamski said The government Jacek Krol, legal counsel at the learned by then' mistakes," said Mr
ts planning to issue an additional Warsaw office of U K law firm Krol
$30 miillion of shares in PTR later MeKenna & Co, which has been The most important lesson has
this year, perhaps as early as next advising the Polish government on been that private pension plans m ligence fines
month This share issue mil be open pension reform

Other details, such as tax breaks FKAB and FEAB declined to
comment on the verdict

The HSE alleged these defects
went unnoticed or uncorrected

The trial was the first

companles. from the Channel Tunnel, which
was then about to open
The walkway collapsed only
four months after it was installed
The Port of Ramsgate failed in
emerging economies must exist Those found guilty face the pos- its defense :hat it thought It had
to all investors, foreigners included, Discussions on a complete over- alongside a state-sponsored system, sibility of unlimited fines The discharged all its obligations by
Mr Adamski says haul of the social security system which can continue to cater to low- highest; penalty so far for a con- instructing a reputable company
The state also retains a 37% stake have been under way since the col- er-paid workers In Chile, as a result viction under the Health and to install the walkway and a rep-
in PZU, which alone controls 64% lapse of communism in 1990, Mr of the privatization of the social se- Safety at Work Act IS £750,000 utable institute, Lloyd's Register,
of the domestic insurance market Krol explamed curity system, only 52% of the ($1 2 million), imposed on British to check it
and was partly privatized in 1995 The only social security-related workforce has a pension Petroleum PLC in 1988 after the The prosecution claimed the
Nearly 20% of PZU shares are ex- matters that are likely to be ap- Administrative costs of the pri- death of three men in explosions port had fa-led to stipulate design
pected to be offered to pnvate in- proved before the coming elections vate pension system in Chile also at a refinery specifications and had encour-
vestors and employees this year are pnvate pension fund authonza- are high "In Chile it is very easy to The case also has implications aged the walkway to be construct-
PTR's current shareholders are tion and an authorization for the shift between funds Under our law, for foreign companies operating ed too fast so it would be ready in
the Polish government, through the government to use privatization this will be restricted because it in Britain
Ministry of Finance, with 19 19%, revenues to meet existing habilities makes the administration much While the case is by no means gin
state-owned bank Bank Handlowy of the social security system, such as more expensive," according to Mr the first time the HSE has prose- The court will convene on Feb
w Warszawie, 19 19%, the state payment of outstanding pensions Krol cuted U K companies under the 26 for Lloyd's Register to present
copper company, KGHM Polska Membership of the planned open Another problem that makes the Act, It IS the first time it has test- any mitigating circumstances rel-
Miedz, 19 19%, PZU and PZU Life, pension funds we be mandatory for Chilean system more expensive has ed in court the application of the evant to its case, while sentencing
each with 19 19%, power utility all individuals entering the labor been the creation of specialized Act to foreign companies
Elektrim, 1 91%, Warta Insurance market, though Poland will main- pension fund administrators, Ad- FKAB and FEAB chose not to for Feb 28
& Reinsurance Co, 1 91 %, insurer tam its state-run social security sys- ministradoras de Fondos de Pen- attend the trial and were found No one will be imprisoned as a
Energo Asekuracia, 0 19%, and tem, Mr Krol said Employees in siones, or AFPs The Polish idea, guilty in their absence Whatever result of the verdict
Pollsa Insurance & Reinsurance Co, open pension funds will be obliged based on current recommendations
© 04% to pay an as yet undecided propor- for amending the Chilean system, is
There w111 be no obhgation for di- tion of salary into the fund Em- to allow all existing financial insti-
rect insurers to reinsure through ployers will not contribute to the tutions, such as banks and insur-
PTR, says the company's marketing fund but will continue to pay into ance companies, to manage these
manager, Malgorzata Stobienia the government's social security funds, Mr Krol said
PTR also will develop specialized system, though at a lower rate than Once the funds are up and run-
niches m industnal insurance and at present ning, Poland will need to establish
credit risks as well as risks that may Individuals older than a certain investment rules because the small
be difficult to place on the interna- age-between 45 and 50 years, size of the Polish capital markets
tional market When Poland opens though the precise age is still unde- may be too small to absorb the
tls insurance market in 1999, for- cided-will stay in the government- funds
eign investors can view PTR like sponsored pension system Those Mr Krol said he thinks the
any other company, Ms Stobienia below this age will be obliged to best idea would be to start with
said Join the new funds, while mdividu- the voluntary-sponsored funds and
PTR also will be used to create a als at that transition age may see how the market reacts before
retrocessional market through a choose between the two moving into compulsory open
plan to retrocede a portion of its Another pnvate pension option funds

time for a new ferry service to be-

of all four defendants is scheduled
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P&1 clubs help fund anti-piracy effort

By EDWIN UNSWORTH butions from the shipping industry cern to shipping and seamen "

and related organizations fund the Of the 175 attacks last year, 160
LONDON-Marine mutual pro- piracy center involved board.ngs or attempted

teetion and indemnity insurers The IMB also is looking for sup- boardings of vessels The remain- RisWEmployee Benefits:

have stepped in to help fund an port from marine underwriters at der involved thefts in port, hijack-
anti-piracy center that has saved Lloyd's of London and the Insti- ings or vessels being fired upon
them possibly millions of dollars tute of London Underwriters, al- Indonesia is by far the most likely
in theft claims since 1991 though Mr Mukundan acknowl- country for a piracy attack, ac-
Five P&l clubs have agreed to edges they are less likely to help counting for 53 of last year's re-
Day $10,000 each over the next because piracy generally is cov- ported Incidents Southeast Asia
three years to help fund the ered by P&l clubs and not under and the Far East in total account-
$100,000 annual running costs of the hull and cargo policies written ed for 100 attacks Brazil was the
the Regional Piracy Center in by Lloyd's and the ILU second most dangerous country,
Kuala Lumpur, Malaysia The The RPC is a 24-hour informa- with 16 reported attacks
RPC was set up by the London- tion center that keeps track of acts Mr Mukundan says the success
oased International Maritime Bu- of piracy around the world Using of the RPC can be seen in the
reau, a unit of the Paris-based In- reports from a number of sources, marked decrease in the number of
ternational Chamber of Com- such as ships, ports and local attacks in the Malacca Straits In
merce policing authorities, it makes reg- 1991, 32 vessels there were at-
The five clubs are the United ular satellite broadcasts to warn tacked-which was one of the
Kingdom Mutual Steam Assur- ships and local law enforcement main reasons the RPC was
ance Assn (Bermuda) Ltd, Assur- agencies of suspicious craft move- formed-whereas in the past three
anceforeningen Skuld P&l Club of ments, boardings and armed rob- years there have been only two or
Norway, The Swedish Club, The bery from vessels three attacks there per year
Standard Steamship Owners Pro- In its report for 1996 issued last A typical piracy attack is the one
tection & Indemnity Assn month, the IMB recorded 175 pira- last November in Galasa Straits,
TBermuda) Ltd, and The Britannia cy attacks around the world, up Indonesia, on the tanker OM Sun-
Steam Ship Insurance Assn Ltd from 170 in 1995 and the highest shine Seven pirates boarded It,
IMB Director "Muku" Mukun- number since the RPC was opened and $10,000 was stolen
dan said other members of the In- in 1991 However, the IMB at- Two days later, the bulk carrier
ternational Group of P&l Clubs, tributes the increase largely to MV Olga was attacked in the same
which has 14 member clubs, are better reporting of attacks Never- area by what IS believed to have
considering contributing to the theless, it warns "There is no been the same gang, this time six
piracy center He is hopeful some doubt that attacks on vessels have armed pirates who stole $17,000

will make commitments within the become more audacious, more vio- These are the types cf claims cov-
next few weeks VVoluntarv contri- lent and an iiffile of feriniic enn- prpri hv PibT rliih: [ =1
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C a pt i VeS Australlan-owned, foreign-based cable, but he expects captive owners tives, of which 18 have Australian
corporations always have had the op- and managers may again lobby the parents =
bon to pay full corporate tax m Aus- Singapore government for change, if George Tarabaras, director and P ension
Contmued./Aum page 17 5 aha instead, and some pubhcly hst- the CFC tax law is changed general manager, said the proposed
proposal Metal Manufactures' cap- ed companies do so because they can Captive owners may now serious- change meant the ATO would not trustees
tive underwent a four-year audn by then obtam tax credits for sharehold- ly consider the future of their cap- distingzush between Singapore and

the Australia Tax Office, or ATO, but ers, said Peter Kennedy, taxation tives," Mr Kennedy said "With so tax havens, which may encourage
last year was found m full comphance partner with the Melbourne office of many other countries off the white some captives to move to tax havens wanrn ed tO
W“C*:‘ th: tax laws . ot of He said that is "not the way to treat
aptives are "an integral part o a major trading partner,"” and he has
our Insurance program," not a vehide askech the MASg th’y negotiate on a gov- CO m p I y
for tax advantages, said lan Wilaish,  "\\/jth so many other countries off the ernment-to-government basis
general manager of global risks with . ] . . . i "No doubt the MAS is concerned as By SARAH GODDARD
Melbourne, Australla-based Mayne ~ White list, if an owner is going to shift a this iS a challenge to Singapore as a

Nickless Ltd, which has health care, R ' domicile and could impair Smga- LONDON-Trustees of U K
:fsf:::::ﬂation and security-related ~ C8 ptive's base, they may as well come pore's ability to attract new captives," employer-provided pension plans
Mr Wildish. who Joined Mayne to Australia,’' says Peter Kennedy. he noted o could find themselves in hot wa-
, But Mr Tarabaras said it is "Just ter if they don'tstep up theirim-
Nickless late 'a§t year, is reviewing another headache" for parent compa- plementation of the requirements
the company's insurance programs mes and, because tax advantages under the Pensions Act 1995, a
and captwes ill Singapore and were not the motivating factor m es- pension speciallst warned
Bermuda He said the proposed tax accounting firm Deloitte Touche list, if an owner is going to shift a cap- tablishing their captives, it is simply With less than two months to go
changes would be considered as part Tohmatsu tive's base, they may as well come to a bonus they would no longer enjoy before the law's April 6 comph-
of the review Under Australia’s tax laws share- Australia” He noted, however, that issues such ance deadhne, implementation of
Under Austi alia’s Controlled Fo: - holdet s receive credit for meeme tax But caftive owners and managers as the way IBNR reserves were to be those rules is "patchy," said Peter

elgn Corpotaton tax rules, tr_tro- paid by companies in the form of say Australia's regulatory authority, calculated in assessing profit levels Rowley, pensions partner at ac-
duced m 1990, income earned by ' frankec dividends " Shareholders the Insurance & Superannuation were not clear "Will the ATO accept counting firm Grant Thornton in
Australian-owned compames operat- ai e not taxed on franked dividends, Commission, wall not make sufficient calculations according to the current London

ing m "white list" countnes is exempt as the company already has paid tax, concessions to attract onshore cap- principles, or expect recalculations "It is clear that some schemes
from tax in Australia, providing tax is thus ensurlng corporate profits are tives-they must be capitahzed to the according to Australian principles 7 have a lot to do in the remaining
paid at the full corporate rate {0 the not double-taxed same minimum levels as all non-life The current method, which is accept- time if they are to be sure of com-

white hst country The 60 white hst Mr Kennedy said the Singapore insurers, even if they write no third- able to the Slngapore government, phance," Mr Rowley said last
countries, including Singaﬁore and government lequires captives to pay party business-and many owners may not be acceptable to the Aus- week as he unveiled a survey
Malaysia, are deemed by the ATO to on-y 10% tax, but when Australia therefore are reluctant to move their trallan authontles" showmg that more"than a third of
have tax rates comparable to Aus- first began taxing income from for- captives to Australia spite potential temoval of the employer-sponsored pension
tralla Singapore isn't the only white eign-based subsidianes in 1987, the And Mr Kennedy added that the tax benefit in Singapore, Mr ' plans have not put new proce-
list country that is likely to lose its Smgapore government, after lobby- tax change alone would be unhkely to Tarabaras said Australlan captives dures mto place m at least one key
status The Austrahan government is ing from captive owners and man- make a captive owner shift domiclle, are unlikely to go onshore because of area

Amming the list m order to increase agers, introduced a program by as most had chosen Singapore for the tegulatory disadvantages The Grant Thornton survey of
tax revenue and reduce administra- which Australian-owned captives other reasons, mcluding the fact that Mr Tarabaras said he is talking to 101 plans, each with more than
tion associated with the hst could elect to pay the full corporate there are experienced captive man- tax and legal advisers and has not yet £30 milhon ($48 milhon) in assets,
r ate m Singapore agers based there decided whether to put a submission showed that 38% had not consult-

Sydney-based construction compa- While some Singapore captive in by the March | deadlme ed their participants about

ADVERTISER ny CSR Ltd has a Singapore captive, managers were unaware of the Aus- George McGhie, manager, global changes undel the Act's member-

out it is one of the few that wlll be un- trahan government's proposals, or risk management with Johnson & nominated trustees provisions
affected by the proposed changes be- had not yet studied them, Sedgwick Higgins Risk Management Services These provisions state that at least
INND E>X cause it continues to pay only 10% Management Services (Singapore) (S) Pte Ltd, said tax is a secondary one-third of a plan's trustees must
tar in Singapore and 26% in Aus- Pte Ltd, already has approached the issue m the establishment of captives, come from the plan membership,
tralia, thus allowing shareholders ac- Singapore government's Monetary so he did not expect many parent though the majority of employer-

Issue of February 24 cess to more franked dividends Authority, or MAS, which regulates companies to be concerned J&H provided pension programs al-
Mr Kennedy said the decision to captives Sedgwick is the largest manages two Austrahan-owned cap- ready meet that standard
ADVERTISER PAGE# pay 26% tax m Singapore was irrevo- manager m Singapore, with 21 cap- tives Another major provision of the
AIG Corporate 24 Act requires programs to Intro-
duce internal dispute resolution
Amenean Re-Insuiance Co 1213 EIlL Advantages of uniting E U EIL they will place undue burdens on in- procedures between plan mem-
Bell Atlantic o9R still outweigh disadvantages, said dustry in their countries Instead bers and trustees Mr Rowley's
Bui nham Sybtems 1y COntznued Ms B]erregaard, who points out they are waiting for E U guidel_ines survey showed that 36% of plans
from page 17 that set rules for all E U countries have not yet agreed on proce-
Business Insurance ° biab('f_ to :i'_‘e aTtiot”’ ":’e're ag?inst "A solution will be found," says dures, though this will be one of
ertendin IS rule 1o class-actions i H
gapive insurance Go Assoe ’ in generagi," he said 'We all have different Mis’ftﬁ;ﬁ;g are under review -twheivnj‘zgl.:lthiarlstﬁl;sg)tl::T:a?iint’lhj
Carvill America, Inc 10 The U K Department of the Envi- problems, so we all need One is an E U guideline, which Pensions Regulatory Auth6nty,
Chubb Group of Insurance Co 1 ronment has yet to formulate a view would set the framewoik for nation- | which also W111 go into dffect
Ceomonrg on the proposed initiative since it different solutions,' a U.K. al legislation in E U member coun- ' Apill 6
9219 4 has not yet seen the dlaft regula- Environment Department tries . Pension plans "w111 have to
Outdoorsman Agency "o tions Nevertheless, it feels that each The other would be for the Euro- ' demonstrate a very clear com-
United Capitol Insurance Co - country should set up its own legis- ~SPOkeswoman says. pean Union to Join the so-called plaints procedure," said a
lation, a spokeswoman said Lugano Convention, a Council of | spokesman for the pension au-
United Healthcare/Optum "We all have different problems, Europe 1993 convention that sets , thority
Vesta Insurance 14 SO we all need diffel ent solutions," that several E U countr_es, such as ?eneral guidelines for environmen- i Fewer than half of the plans ,
she saic "It would be almost impos- Austiia, Greece, the Netherlands t impalrment habillty surveyed had issued a statement ,

Wausau Insuiance Company

sible to embody this in pan-Euro- and Sweden, have yet to implement The Lugano Convention would of investment principles, and,
pean legislation any strict EIL laws, fealing that implement liability foi dangerous most had made no changes to <
activities and for damage to the en- their pension advisers, though the ,

vironment beyond pei sonal or prop- new regulations shif the respon-

erty darnage sibihty for selection of the advis-

Five E U member countries have ers to the trustees from the em-

- already joined the convention Fin- ployer

66Be sure that you return it. o, Grasce ety Liormiour " Gpra i aking a "pragmatic

and the Netherlands Others, includ- view toward plans having all the

1ng Germany, Great Britain, Den- necessary changes in place by

' i i Busi 1
If you're racing through this Issue of Business Insurance pecause you mark and Flance, oppose the con- April, said the spokesman, though

"borrowed" it from a colleague, you should have your own subscrip- vention and will not ratify it plans that do not fulfill all the cn-

tion Then you'll be first on the list. You can take as much time as you The convention would not succeed tena at that pomt will have to
like with all of Busmess Insurance's exclusive worldwide news of loss if Germany, Great Britain and prove they are aiming to do so ,

. . . . . France continue to Oppose It "We want to see determination on

prevention, risk financing and benefit management every week. Great Britain is not signed up to their part,” the spokesman said

. . . . the convention, and there are no in- Opia was established after the

To subscribe, use the card in this issue dications it will Maxwell pension scandal m

or Call 1 (800) 678-9595 Toll-Free. ' German Insurers al e veiy con-  which late media tycoon Robeit

cerned about Lugano,” said Alexan- Maxwell raided his companies'

Ask about our o . der Mack, head of the casualty pension funds (BI, Oct 11,1993)
special 20%-off Subscription Rates in U.S. Dollars I I claims division at Cologne-based The regulator will be able to im- ,
oroup SLf’,bSC”"m” for 1 year, 52 Issues. Nnsince Gerling-Konzern Allgemeine Ver- pose penalties for non-compl[-
rate forfive or more usa $87 _— sicherungs AG 'If Lugano wele to ance, ranging from fines of up to,
subscriptions A Subscription Dept heru - :
A . Canada/Mexico $105* 965 E Jefferson be iatified, It would make compa- £50,000 ($80,000) to removing In- i
great way to saV§ All other countrief Detroit. Ml 48207 nies liable foi any activity dividuals as plan trustees In ser.- ,
money And avoid . ) ’ The E U Commission studied the ous cases, such as tiustees block- i
pass-along problems bv expedited di $205 Outside the USA . . . . . . .
+ Pnce includes Canadian GST possible financial effects ot new reg- ing Opra mvestigations, the au- i

| Call (313) 446-0450 ulation on industry and concluded thority will bring criminal

that the extent of the financial bur- charges

den is impossible to estimate Ell a -
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C h i I d Ca re alone, 67% of women with children mum credit IS $2 400 for the first for the past six years services, but it can serve as a cata-
under six years old are m the work- child and $4,800 for two or more For example, the bill pending m lyst for more and better child care,
force, yet there is only one accredit- children Ohio provides a 50% credit on state Ms Sallee continued Any carrol

Continued *om page 3 ed child care center for every 2,800 In addition, an employee typical- income or corporate franchise taxes the government IS willing to give

child care facility for employees' of these children, Sen Kohl said in ly can fund up to $5,000 of expens- to employers for establishing or op- will help This bill "is a wonderful

children a statement "Further, it is estimat- es through pretax contributions to eratmg an offsite center as well as a carrot "

*Train and provide continuing ed that 70,000 children will need flexible spending accounts, but 50% tax credit to employers that di- "This could make a big difference,
education programs for child care child care as a result of the work re- those contributions would be used rectly reimburse employees for especially for small employers,’
workers quirements created by Wisconsin's to offset the amount of the tax cred- child day care costs However, a said Ms Reisman of the New York

The bill offers employers a 50% W-2 welfare reform plan,” he It that would be available 100% credit applies to employers child care group
credit on federal taxes for all eligi- added Proposals now being considered that estabhsh an onsite facility "A positive feature of (Sen
ble activities, capped at $150,000 Nationally, the need for child care would create a financial incentive Sen Kohl's bill is prompting the Kohl's) legislation is it seems to b€
annually Most provisions would slots also is expected to swell as ad- most comment from employers and pretty flexible in terms of the ser-
have three-year sunset clauses ditional aid programs require able- consultants vices it would allow the credit to be

"The legislation gives flexibility bodied recipients to get Jobs Sen. Kohl's bill 'could "My impression is (S 82) would used for," said Frank McArdle, a
to businesses that want to get in- Even when good child care is be a boon to midsized and smaller Washington-based consultant with
volved in providing child care for available, it is often expensive and make a big difference, companies that are unsure of how to Hewitt Associates
their employees' dependents,” Sen creates a financial burden on work- especially for small handle their employee needs bal- However, "there are a lot of tax
Kohl said last month when he intro- ing parents anced against their profit and loss credit proposals out there now," Mr
duced the bill Parents now pay an average of employers,' says margins,” said a spokesman for McArdle said Sen Kohl's bill,

Businesses have a very personal $75 per week for child care, though Barbara Reisman. AT&T Corp in Baskmg Ridge, N J "while appealing, hasn't gotten
stake in helping employees obtain good-quality care costs $100 to A $150,000 cap, while helpful, IS first-tier attention because it 15
good child care, he said $150, depending on the age of the not as beneficial for larger employ- competing with other, more popular

"Employees who are happy with child, said Ms Reisman of the New ers like AT&T whose cost for proposals,”" he said Those other
their child care situations are better York child care group for businesses to help by reducing work/family benefits runs into the proposals include a $500 per child
employees They are more produc- Many large employers realize the state tax liability milhons of dollars, he said family tax credit and tax credit for
tive, have less absenteeism and are situation and are helping workers State legislatures in Indiana, Ohio The blll would provide some help providing health insurance to chil-
more loyal to their company," Sen with the cost of child care and Missouri also are considering for companies such as International dren needing medical care, he said
Kohl said when he introduced his Most major employers provide similar tax credit programs, said Business Machines Corp, Xerox "This (proposal) is interesting and
il employees with some type of child Scott Greginski of the National Corp and AT&T, "but for smaller should get an interestmg debate un-

"Good child care is clearly very care benefit, primarily through a Conference of State Legislators in companies, it could be what tips the der way," said Gwen Morgan, a
important for two reasons It helps dependent care spending account, Denver balance in favor of offenng a pro- consultant with WFD, a Boston-
parents to work and concentrate on according to a 1996 survey by He- Eighteen states have passed a gram for their people,” the AT&T based consulting firm focusing on
their Jobs It also helps children witt Associates LLC in Lin- wide variety of such laws, according spokesman said work and family issues However,
grow and develop mto healthy, hap- colnshire, Il to a recent NCSL survey "This bill wlll motivate employers "it may be a httle more generous to
py adults," said Barbara Reisman, Under federal tax law, an em- The proposals vary in scope and to create child care facilities, great- employers than most of the

executive director of the non-profit ployee may be able to obtain tax typically go beyond merely provid- ly expanding the supply of child Congress would want "

Child Care Action Campaign in credits of 20% to 30% of child care ing tax credits for building facili- care,” said Ms Sallee of Corporate- -

New York City expenses, depending upon his or her ties, according to Mr Greginski, Family Solutions Government can Satty Roberts contnbuted to this
The need is great In Wisconsin income and tax hability The man- who has been tracking the measures no longer be expected to fund these story

T t of insurance um, sources fam]liar with the place- stock, mcludmg offering the stock m ance Ltd and QBE International In-
a n g e n Mr Gordon-Seymour said In an in- ment say Mr Pigot said Tangent dis- exchange for its outstandmg promis- surance Ltd

terview that Regency surrendered its agreed with remsurers over the de- sory notes Kemper Re and GIO soon found

Contlnued frompagel hcense because of the "negativeness positpremium duein thepollcyperi- Legend quickly filed suit against out about the offenng and in late Oc-

Kevm D Rosen, assistant general of its domicile"” and complained that od's first quarter the state comptroller m federal court tober and early November wrote to

counsel with the Flonda Department Regency was the victim of a "witch- Even the reinsurers actually in- in Orlando, argumg that the notes John Staples, Mr Klein and Mr

of Bankmg and Finance, declined to hunt" by Turks & Caicos regulators volved with Tangent were apparently and stock are exempt from reglstra- Clarkson-Tangent's claims repre-
comment on Legend Sports or Sweet- After the Regency shutdown, Sus- surprised, though, to ftnd themselves tion requirements and seeking to en- sentative-demanding that they stop
water sex moved its busmess mto Tangent, identified last fall as backers of Tan- join the regulatory action using the reinsurers' names
Tangent has a short but complex management company documents gent's financial guarantee business, In court filings last month, the de- Responding to GIO, John Staples
history and untillast year was in fact show documents show partment said Legend had sold near- said Sweetwater had mistakenly used
covered under a property treaty by Tangent appears to have grown The guarantee business, only a ly 350 notes m 1995 and 1996 for a to- an "outdated" reinsurer hst and that
some of the relnsurers now complain- quickly Whlle it had only $267,900 m small part of Tangent's book, is un- tal of more than $16 milhon A de- the problem would be corrected
mg about the Sweetwater offenng total assets at year-end 1994, assets derwntten for the msurer by Beta partment analysis of one Legend Sweetwater then issued a supple-
Incorporated m Antigua in 1992 as had grown to $54 3 milhon by mid- Management Ltd, a Bahamas com- checklng account showed that $5 5 ment to the note offermg dated Oct
World Wide Insurance Co , Tangent 1995, after Sussex assumed control, pany that John K MeGamty heads, milhon from the note sales was de- 29, with a new hst of Tangent rein-

changed its name in May 1995 when the insurer's financial statements Mr Plgot confirmed posited but that $14 milhon was then surers that included Lloyd's, Aetna
it came under the management of show Mr MeGamty, a former president paid out to mdlviduals-mcluding Re-Insurance Co (UK) Ltd, Skan(lia
Sussex Insurance Group In a June 30, 1996, statement, Tan- of Bermuda-based Amberco Brokers Legend officers-and that almost International Insurance Corp , AXA
The London office of Sussex is gent reported writing net premiums Ltd, did not return phone calls 75% of the money went for purposes Reassurance and EXKO Excess
headed by Charles Gordon-Seymour, of $97 milhon and showed total as- Tangent's U S claim representative other than acquiring assets for the The response to this 11st wasn't
former president of Atlanta-based sets of $54 8 mllhon, meludmg $467 on the guarantee business is Francis company much better Officials of Lloyd's com-
Victoria Insurance Co, which col- milhon in bonds and $6 1 milhon in O Clarkson Jr,a Charlotte, NC, Legend has said in its own court plaints department demanded m De-
lapsed in 1988 "marketable securities" that are not busmessman Mr Clarkson, a former fllings that it cannot pay its debts and cember that Sweetwater and Tangent
Mr Gordon-Seymour allegedly descnbed further president of the Mecklenburg Coun- expenses if it is not allowed to sell stop using the market's name, and a

helped to bankrupt Victoria after Sussex documents obtamed by ty, NC, bar association, was dis- stock, meanmg that the company is law firm representmg Skandia made
takmg control of the msurer from Business Insurance say Tangent barred m 1984 and later served a lall operating as an illegal Ponzi scheme, a similar demand, documents show
comncted swmdler Alan Teale, ac- holds sizable stakes in Fortune 500 term for embezzling more than regulators charge Mr Clarkson rephed to Lloyd's last
cordmg to testimony at a 1991 U S companies, such as Lockheed Martin $460,000 in client funds, state bar as- A lawyer representing Legend month, explaining that "agents work-
Senate hearing on the failure (Bl, Corp, Raytheon Co, Tenneco Inc sociation officials confirmed could not be reached for comment 1ng for (Sweetwater) may have m-
Apnl 29, 1991) and Bank of New York The docu- Mr Clarkson did not return several Mr Staples declined to answer ques- advertently used the name of
Sussex's Bndgetown, Barbados, of- ments describe the bonds only as phone calls seeking comment tions about the company in a phone Lloyd's"
fice, which Mr Gordon-Seymour treasury secunities "m a spread of During 1996, Tangent initially mterview The protests apparently came too
said handles day-to-day management currencies, all of which are rated wrote financial guarantees on Legend's motion for an mlunction late to make a difference m the offer-
of Tangent, was headed until last BBB or better’ promissory notes issued by Legend and the department's motion to dis- mg Mr Klein said the $5 milhon note
summer by Eamon Baird In 1994, the Mr Pigot said the bonds are U S Sports, a company that develops and miss the company's lawsuit are pend- sale has been completed
U S Department of Labor sued Mr government secunties, but he and Mr operates golf dnving ranges in Flon- mg He also said that Sweetwater was
Baird over his role m placing reinsur- Gordon-Seymour both dechned to da Meanwhile, Tangent last year also only using relnsurance Information
ance for a fraudulent umon health provide further details, refemng The Legend notes had at first been guaranteed another unreglstered note Mr Clarkson and Beta Manage-
benefit trust with two offshore rnsur- questions to Tangent's auditor, Merle guaranteed by Westwood Insurance offermg by Sweetwater Develop- ment's Mr MeGamty provided
ers that later failed topayclaims (Bl, S Ankel Co Ltd, another Antigua insurer, but ment, a Delaware corporation based | only operate on the mformation
May 18, 1992) Mr Baird also previ- Mr Finkel said he could only re- Tangent later was substituted, ac- m Orlando and headed by President I'm given, and have no basis to ques-
ously worked as a producer for Inter- spond to questions submitted m wnt- cording to James T Staples, Legend's John W Staples tion it,"” Mr Klein said
national Casualty & Surety Co Ltd mg and approved by Tangent's man- chairman Mr Klem, the Sweetwater vp, said Tangent's Mr Pigot also said the
of New Zealand (Bl, March 7, 1994) agement Westwood, capitahzed almost en- John and James Staples are brothers hsts were simply mistakes, conceding
Mr Baird, who could not be Tangent has in fact enioyed sup- tirely with worthless World War Il- John Staples could not be reached, that even companies like Kemper Re
reached for comment, left Sussex last port from mternational remsurers era Phihpplne government notes, James Staples would not comment that actually reinsured Tangent prop-

luly, and Gary Pigot now heads the Kemper Re and GIO Insurance Ltd closed its Charlottesville, Va, man- directly on any relationship erty risks would not have covered fi-
Barbados office of Sydney, Austraha, confirmed that agement offtce late last year (Bl, Aug Mr Klein emphasized that Legend nancial guarantee nsks Tangent has

In the early 1990s, Sussex managed they participated on a property ex- 12, 1996) and Sweetwater are unrelated com- told its producers to stop providing
Regency Insurance Co , whose direc- cess-of-loss reinsurance program that Legend's efforts to raise capital panies any information on the company's

tors included Mr Gordon-Seymour Initially covered Regency and was soon ran into trouble, though The In offenng documents dated last reinsurance, he added
and Simon J Samuels, now a Tan- shifted to cover Tangent m 1995 The state banking and finance depart- Sept 5, Sweetwater said it was seek- "Anything we do should not be
Rent director program expired last July ment last November issued a cease ing to raise $5 million to buy a 215- marketed on the back of our reinsur-
Insurance regulators m the Turks & In addition, London broker Alwen and desist order bamng further sales acre site in Kissimmee, Fla, and ance," Mr Pigot said "I've gone to
Caicos revoked Regency's hcense m Hough Johnson Ltd last year placed of the promissory notes, finding that build a "manufactured home com- great lengths to mp this m thebud"
1995 for various reasons, mcludmg marme excess-of-loss coverage for they should have been registered with munity"” for retirees Tangent has new remsurance
questions about its audited financial Tangent with Lloyd's underwriters the state Repayment on the promissory treaties covenng its property, mar-
statements and Regency's failure to and Cornhdl Insurance, documents Three weeks later, regulators is- notes, the documents said, was guar- ine and financial guarantee busi-
pay reinsurance claims from show sued a new cease and desist order af- anteed by Tangent and reinsured by ness, accordng to Mr Pigot He de-
Caribbean hurncane losses, accord- This cover was later canceled from ter finding that Legend also was try- Kemper Remsurance London Ltd, clined to name any of the current
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tutes binding precedent on all non- heal d immediately before the Am-
FELA state and federal tort :ases, chem asbestos class-action case,

Asbestos

and that the type of massive exposure addmg the perception that the COUrtS
Continued from pagel to enormous amounts of asbestos are cluttered with asbestos-related
Immediately after hearmg argu- fibeis over a three-yeat period lesult- htigation
ments m the Metro-North case, the mi m a significant Increased rtsk of In Amchem, the appellate court
justices confronted the issue of as- death from cancer suffered by the held that the settlement between the
bestos yet again as they heard argu- snowmen of Grand Central Terninal asbestos makers and the current and
ments in Amchem Ploducts Inc et al is a common, everyday occuri ence future claimants violated Federal
vs George Wmdsor et al throighout the nation,"” wrote Rule of Civil Procedure 23 because
The case Involved the question of Charles C Goetsch of the New Haven, disparity among the claimants' 111-
whether a court can certify a class foi Conn, law firm Cahdl, Goetsch & nesses was greater than commonaltty
settlement purposes only The case DiPersia in his bnef to the court
went to the Supreme Court aftet the "The facts of this case are unique formed only for settlement purposes
3rd U S Circult Court of Appeals m and win never recur as long as em- must meet the same standards as
Philadelphia rejected a class-action ployers comply with (the Occupation- those formed for htigation And the
settlement reached between 20 for- al Safety and Health Admimstra- court found that members of the class,
mer asbestos producers, mcluding tion's) mandatory regulations for con- which induded people exposed to as-
Amchem, that belong to the Center trolLng asbestos in the workplace," he bestos but who have no Iniurles now,
for Claims Resolution, and potential- added could not be adequately represented
ly hundreds of thousands of claimants

In addition, the court said classes

by the counsel for the class
suffel ing trom asbestos-related dis- "What the 3rd Circuit ruled is that,
eases (Bl, May 20, 1996)

The CCR is a Prmeeton, N J -based
facility that provided a framework for
member Insurers and pollcyholders to
settle coverage disputes and settle
bodily inlury claims under FELA,' says 3rd Circuit is upheld, then class-ac-

Busmesses are watching both cases lawyer Ronald Simon. tion settlements m virtually all areas
closely of the law w111 be edremely more dif-

In regard to Metro-North, Craig A
Berrington, semor vp and general
counsel of the Amencan Insurance

for purposes of determining whether
a class can be maintained a court

'The actual issue is

whether medical must ignore the fact that the parties

have settled and act as if the case

monitoring is a remedy
weie actually going to be tned If the

ficult to do, would lead to more indi-
vidual litigation and needless wastes
Mr Goetsch's assertion before the of resources,” said Lawrence Fitz-
Assn in Washington, said that even if Supreme Court that the fact that the patnck, president and chief executive
the court were to decide in Mr Buck- "sncwmen" were covered with fibers officer of the Center for Claims Reso-
ley's favor simply in the context of was in and of itself sigmficant did not lution
FELA, the ruling could have "dra- sit well with at least one Justice "The Amchem settlement is a set-
matic ramifications™ Anyone who takes a swim m a pool tlement of all future asbestos claims
The legal system historlcally has emerges "covered from head to toe against the members of the Center for
followed the "irreducible require- wlth chlorine," said Justice Stephen Claims Resolution The settlement it-
ment" that individuals have to com- Breyer, who added there was nothmg self sets up objective medical enteria
pensate those whom they have physi- m the high court's courtroom itself to weed out mentless claims and
cally harmed or subjected to a "near that did not contain a caremogen promptly compensates asbestos
miss" that caused other harm, he said Justice Antonin Scalla also seemed claimants who actually have as-
Not requiring the proof of harm dubious of Mr Goetsch's reasomng bestos-related disease”
would "basically transform the legal He asked what would happen if a Mr Fitzpatnek added that, dunng
system mto a system to compensate subway rlder sneezes on another rld- the first 10 years of the settlement, it
people for the normal exposures in er, tnerefore increasmg the odds that is anticipated that about $1 3 bilhon
hfe," he said the second person would contract a w111 be paid to clainiants if the settle-
"The impact on societal costs is ht- cold, the flu or even pneumonia He ment is upheld
erally mcalculable," said Mr Bemng- wondered whethel the sneezer should "The sole issue before the court is
ton be responsible for the medical mom- whether a court considermg a class-
"The medical monitoring tort, if toring costs "Every time someone action settlement can take Into ac-
widely accepted, would have stagger- causes me some inconvenience, am | count that the settlement has actually
ing imphcations for the administra- entitled to a cause of action?" he been reached," he said
tion of the civil justice system This asked
new tort opens the courthouse doors "You can never say how important with the case agreed Amchem could
to hterally milhons of would-be a case is before It'S done The actual have a considerable Impact
clarmants who have no demonstrable 1SSUe is whether medical monitoring "l think it's a significant case, cer-
illness but who can allege some type IS a remedy under FELA," said tainly m the context of attempts by
of exposure to some substance that Ronald Simon of the law firm Simon the judiciary to manage mass torts m
may create a risk of future illness & Associates in Washington Air Si- general and on asbestos cases m par-
And, once Inside the courthouse, these mon Med a bnef supporting Mr ticular The asbestos htigation has be-
claims are not easily screened out be- Buckley on behalf of the Assn of Tn- denied the courts for the past two
cause the medical monitoring tort, as al Lawyers of Amenca and Medical & decades m terms of sheer numbers,
courts have so far defined it, sets the Scientific Professionals, a group of and the cases Just don't seen. to be go-
threshold of a triable claim extlemely mecical experts unafflliated Lvith ing away," said John Kazanlian, a
low and tolerates-mdeed invites- Washmgton-based ATLA partner with Anderson, 1*11 & Ohck
highly speculative proof," the Cheml- 'If the Supreme Court were to be P C m New York
cal Manufacturers Assn and the Na- negative m this case, it wouldn't nec- "l guess the real issue is whether the
tional Chamber Litigation Centel Inc essarily affect other cases,” he said, settlement itself is sufficient to permit
wrote m a brief supportmg Metro- because medical momtoring require- those with future claims to have ac-
North ments usually are set by state rather cess to adequate compensation It's
Other business groups shared that than federal law

An attorney not directly involved

really a balancing between trymg to
assessment, but Mr Buckley's lawyer "Medical monitonng for asbestos is piotect their legitimate concerns and
done all the time It's certainly legiti- the concerns of the judiciary in pro-

"This aigument has no foundation mate," he said
in reality and is based on two false He added that he thought Metro- sue is whether Rule 23 will permit thts

premises that the FELA case consti- North had been fortunate its case was type of settlement,” he added /0/

disagreed
tecting the civil justice system The is-

that accordng to the EEOC, exclud- pal with Towers Perrin m Valhalla,

Retaliate

Contmued from page 1

mg former employees would"undet- NY
mine the effectiveness of Tltle VII by "It's another small notch in the en-
a_lowing the threat of post-employ- tire trend of broadering the employ-
Baltimore, which dismissed his com- ment letahation to deter victims of er's liabillty," agreed Philhp N Nor-
plaint In 1995, in a decision that con- discrunination from complaining to ton, managing director with Sedg-
fheted with otha appellate court rul- the EEOC, and would piovide per- wick Financial Risk Speciallsts in
mgs, the 4th U S Circuit Court of Ap- verse incentive for employers to fire Chicago

peals in Richmond, Va, upheld the employees who might bnng Title VII
lower court, rullng that the term "em- claims"

ployees" m the section referred only to

Howevet, Allen Lenchek, the
Rocklle, Md -based attorney who

The EEOC filed an amicus brief represented Mr Robinson, said that
supporting Mr Robinson

'Those arguments carry persuasive like this have an impact on employ-
ten by Justice Clarence Thomas, who force," Justice Thomas wrote, ieveis- ers it is an impact which all of us
formelly headed the EEOC, says that Ing the 4th Circuit decision and per- should be willing to bear in order to
the term employee in the anti-retalla- mit-ing Mi Robmson's suit to pro- hve m a just society "
tory section is ambiguous However, ceed

several othei sections of the statute

current employees while "There's no question that laws

The Supreme Court opinion, wnt-

An attorney for Shell could not be
The rulmg expands employers' po- reached for comment

"plamly contemplate that formei em- tential hability just by potentially Observers do not expect the deci-
ployees will make use of the lemedial bi oadenrng "the group of pldintiffs mon to raise msulance rates, however
mechanisms of Trtle VII," Justice that employers may face in employ- "l don't see this as having much of a

Thomas wrote " said material impact on the rates for

ment discnmmation lawsuits,

In addition, Justice Thomas noted Rich Gissony, an attorney and innci- Cont,nued on next page

Updates

Most of tobacco suit dismissed

Cont:nued from page 2

Deborah McHenry, West Virginia's managing deputy attorney
general She expressed confidence the decision will be overturned
on appeal as it "has no basis in the facts or the law "

Gregory Little, senior assistant general counsel for one of the
defendants, New York-based Philip Morris Cos Inc, expressed
support for the decision "We are delighted with Judge Berger's
opinion, and we look forward to seeing a wave of similar dis-
missals of these baseless claims throughout the country in the
coming months,"” he said in a written statement

Meanwhile, speculation continues about a possible settlement
for all tobacco litigation Tobacco companies have denied these
rumors A spokeswoman for Philip Morr'is said "There are no ne-
gotiations going on regarding a comprehensive solution of tobac-
co issues But we will be willing to consider any reasonable ideas
that are presented to us that are in the best interest of our share-

holders ”

IBM wins keyboard case

NEWPORT, R | -International Business Machines Corp won
its seventh keyboard injury case earlier this month when a federal
court Jury in Rhode Island unanimously reaffirmed a 1995 verdict
in favor of the company

A second trial had been ordered by Judge Raymond J Pettine
because he determined that evidentiary rulings on the admissibil-
ity of expert witness testimony and certain IBM internal docu-
ments had unfairly preludiced the plaintiff, Patricia H Piester

Ms Piester, a data-entry clerk, developed carpal tunnel syn-
drome that she attributed to her IBM keyboard In her suit, she al-
leged that the keyboard was dangerous in its design and that she
should have been warned about potential injuries

The IBM case brings to 24 the number of trial court decisions fa-
voring keyboard makers Plaintiffs have won only one keyboard
product liability case so far, and the defendant in that case, Digi-
tal Equipment Corp , is asking a New York Superior Court judge
to reverse a $5 3 million jury verdict for failure to provide ade-
quate warnings (BIl, Dec 16, 1996)

N.C. court OKs negligence suit

RALEIGH, N C -Survivors and families of deceased victims of
a 1991 fire at a chicken processing plant can proceed with their
suit charging the North Carolina Department of Labor with neg-
ligence, the state court of appeals ruled earlier this month

The Sept 3, 1991, fire killed 25 workers and inlured more than
50 others at the Imperial Food Products processing plant in Ham-
let, N C Investigations after the fire revealed that the plant never
was inspected in its 11 years of operation by the state Department
of Labor, which is responsible for enforcing North Carolina's
workplace safety laws

A group of survivors of the fire and the estates of those killed
sued the department for negligence, a suit the state Industrial
Commission refused to dismiss The Labor Department sought to
have the suit dismissed by the appeals court, holding that North
Carolina law charges employers, not the Labor Department, with
guaranteeing workplace safety But a three-ludge panel disagreed

The law "clearly imposes specific duties upon the commissioner
of labor to enforce inspection laws, to inspect the workplaces of
North Carolina and to prosecute violations One obvious purpose
of this statute is to provide for the safety of people who work m
commercial establishments and to protect them from injuries in
the workplace arising from unsafe conditions Therefore, we hold

that a violation of these duties to inspect and enforce can give rise

to an action for negligence," wrote Judge John B Lewis

North Carolina law limits the state's liability to $100,000 per
plaintiff, or a total of $8 1 million in this case

The state intends to ask the North Carolina Supreme Court to
review the decision, said a spokeswoman for the state attorney
general

Briefly noted

Two African-American employees are suing their employer,
Citibank NA, alleging they were sublected to racist iokes that
several bank supervisors sent via electronic mail The allegations
are similar to a race discrimination suit filed by two employees of
Morgan Stanley & Co last month The Senate Environment
and Public Works Committee is scheduled to hold its first hearing
on the Republican leadership's Superfund reform bill, S 8, on
March 5 . The president of the Board of Trade in the United
Kingdom, lan Lang, last week issued a consultation paper on lim-
ited liability partnerships, which are not permitted in the United
Kingdom Interested parties, such as the Big Six accountants and
law firms, have until May 16 to comment on the paper, which is
the first step in the United Kingdom toward introducing legisla-
tion to limit the liability of partnerships The 8th U S Circuit
Court of Appeals further reduced to $350,000 a $50 million lury
award given in 1995 to a Missouri woman who said she was sexu-
ally harassed while working for Wal-Mart Stores Inc. (Bl, Aug 7,
1995) A federal judge cut the award to $5 million in 1995 Cy-
press, Calif - based PacifiCare Health System's acquisition of
Fountain Valley, Calif -based FHP International Calif has re-
ceived final regulatory approval (Bl, Aug 12,1996) The city
of Chicago IS pi otected under the state's sovereign immunity law
from compensating businesses for damages they suffered as a re-
sult of the 1992 Chicago flood, the lllinois Supreme Court ruled
last week The flood caused an estimated $300 miillion in insured
dannage
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P e n S i O n S « Taking advantage of technological in- employers' ability to fund their pension Bi Insurance Index
novations Employers should be allowed to plans Under current rules, employers can-
distribute certain pension plan documents, not make contributions to their defined 1,320
Cont:nued hom page 3 such as summary plan descriptions, elec- benefit plans once the plans are 150% fund-
« Allowing employees at least 50 years old tronically when there is ready access to ed for current liabilities Current liabilities 1,300
to make an additional $5,000 in annual con- those technological tools are benefit obligations that would be due If
tributions above the current $9,500 limit to "For companies where many employees a plan were terminated 1,280
401(k) or other salary reduction plans have desktop computers, the use of in- This limitation, in effect, disrupts the 1,260
Such a change, the APPWP ntes, is espe- tranets and the Internet for employee com- even accumulation of funds needed to pay
2ially important to members of the Baby munication can provide more timely and for retirement benefits, the group says 1,240
Boom generation, whose oldest members immediate information and, again, can gen- The 150% limitation restrains companies
now are turning 50 erate significant savings," the benefits lob- with younger workforces from funding the 1,220
"This opportunity (to contribute more) bying group said plan to be able to meet future benefit
would be available at a point in their lives » Encourage more small employers to of- promises as their workers become older and v
when they are more likely to have the assets fer retirement plans become entitled to greater benefits, the AP- 118
and the commitment to retirement sav- Last year, as part of the pension simplifi- PWP says ]
ings," the group says in its paper cation package, Congress gave employers Mr Klein says Congress imposed the lim- 1,160

» Reduce reliance on rigid mechanical with fewer than 100 employees a new pen- itation to raise revenues, not for public pol-
tests to prove to government regulators that sion plan option Dubbed the SIMPLE plan, icy reasons

1/3 1nO IN7 1/24 1/31 2/7 2/14 2/21

Base=100 on Dec 29,1978

Dension plans-especially those sponsored this pension plan offers significantly re- - Ensure a fairer system of enforcement Source Nordby International inc
oy companies with different or separate duced reporting requirements Although rarely enforced, the Internal Rev-
Lines of business-do not discriminate in fa- But SIMPLE plans, unlike more complex enue Service has the authority to revoke the
vor of highly paid employees but highly popular 401 (k) plans, limit an- tax-favored status of a pension plan f
Non-discrimination tests for employers nual salary reduction contributions to The potential for inadvertent errors in PCS catastrophe options
iperating on a separate lines of business $6,000 administering pension plans is significant e o1 Fob 21
oasis are excessively complicated and im- This lower contribution limit to SIMPLE For example, a programming error can re-
Dose what the APPWP describes as "oner- plans should be eliminated with contribu- sult in the wrong notices being sent to em- :Z“read bic‘;r::k ‘;:“read bi;’::k
jus” recordkeeping tions allowed on the same basis as other ployees
A better approach than rigid, complicat- plans, the APPWP says Disqualification should not be a weapon Eastern September 1997 Calitornia Annual 1997
ed mechanical tests, the benefits lobbying "Limits on SIMPLE retirement plans that for the IRS to use in situations where an BN o

group says, would be to substitute a more make them substantially less attractive employer corrects inadvertent mistakes in a
general facts and circumstances test "Me- than other qualified plans are unjustified timely fashion after they are uncovered, the

80/100 2 1/2 5

:hanical tests can play an important role in and only act to reduce overall plan coverage group says APPWP defines timely as cor- National Annual 1997 Western Annual 1997
ensuring non-discrimination, but they can- and retirement security,” the APPWP says rection of mistakes before the IRS audits a 80/100 5 5/8 O 40/60 2 2/3 ©
iot be the only answer," the group says - Eliminate the current rules that restrict plan 120/140 3 0/4 7 80/100 1 4/2 0

June Midwestern 1997
10/20 1 1/1 4

ally puts a premium on compames having a Washington who represents employers An em-

Reta I I ate good pollcy in the manner m which they willl re- ployer may say instead, for instance, that it does Total volume 242 Total open Interest 10,751
' spond to reference requests because there is now not respond to these quenes as a general policy, For information on PGS cat options, call the Ghicago Board of
Contmued *om previous page an additional form of hability that didn't exist he advised Trade at 312 435 3674
employment practices hablhty insurance," said pnor to this decision," said Gerald L Maatman Observers note most employers already give Source Chicago Board of Trade
Nick Conca, vp and claims counsel for Rehance Jr, an attorney with Baker & Mckenzie m out httle beyond the bare facts when they pro-
National Insurance Co in NeYV York While it Chicago videlob references "Most employers these days British Issues
does Increase employers' potential exposure, "I are very careful about giving any kind of re- 7 7 7
simply don't see this type of claim as being sponse to a reference request” other than basic Feb 21 Frice P/E Div ¥ield 1 week
l}||ng that is frequenﬂy asserted agamst " S|mp|y don't see this type of  information, said Steve Adelman, an attorney Companies pence  pence % high-low
'r ins with Lord, Bissell & Brook rn Chicago CommiUnien 713 12 0 29 0 51 759-550
However, nsk nlanagers should be aware mat claim as being Something that Mr Gray agreed "l thmk clearly that cornpa- Seni Accident 818 93 31 7 46 876-612
Gdn Royal Exch 293 48 930 39 301-218
their general hability insurance polices, which ig frequently asserted against mes are extraordinarily careful dgenerally about Independent 695 124 120 22 07373
mght normally cover defamation, may not re- negative job references and would, infact, nor- Royal & Sun 483 90 190 48 515-349
:pond to a retahation claim, said James Gray, our insureds,’ says Nick mally say nothing rather than say something rorore
,he New York-based underwnter for Zurich- Conca of Reliance National. negative" I o 120 57 o7 s1ea
Arner'lean Insurance Co 's employment practices "l think it's a ruling that most employers will Fenchurch 63 NA 55 109 142--a6
orogram not have any trouble complying with because CE Heath 103 126 45 54 11574
"Companies that don't have employment they are already not discriminating on the basis JIB Group 1ST NA 98 63 159-98
oractices coverage have now probably a non- The decision illustrates the advice that, when ofrace,"said Pamela Scott, an attorney with the Clova Thmpson 202 MA 190 08 200107
:overed nsk relating to their former employees" giving Job references, employers should not ad- Kwasha Lipton Group of Coopers & Lybrand Nelson Hurst A o5 B4 71 OG- 1am
n cases where charges of cllscrvmation have mit to another potential employer that a com- Sedgwick Grp 131 10 9 98 79 52-115
Deen filed, warned Mr Gray plaint has been filed against them, even when Charles T Robinson Sr vs Shett Od Co, Steel Brl Jones 31 75 38 146 as--28
This decision shows the Importance of pohcy asked point blank, said Gerald Panaro, an attor- Supreme Court of the Untted States, No 95- Willis Gorreen 145 109 66 63 69-117
n providinglob references, attorneys say It "re- ney with Wilkes, Artis, Hedrick & Lane in 1376 Source Nordby International In-

B Industry Stock Report FEB. 18,1997, THROUGH FEB. 21, 1997

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

BROKERS Price % change % change High Low Vol (000) Price % change % change High Low Vol (000) Pnce % change %cunle High Low Vol (000)
Acordia Inc NYS 30.38 —0a1 474 33.75 27.25 112 Everest Reinsurance NYS s0 3 388 478 s0.88 21.38 sos St Paul Companies NYS 70.50 053 z20:e 71 75 50.13 1337
Alexander & Alexander NYS 1738 0.00 0.00 2163 1363 e Executive Risk Inc NYS 45.50 111 2207 46 25 28.13 137 SAFECO Corp noo az.25 242 713 4238 s0.88 1554
E W Blanch Holdings Inc NYS 23.13 -0.54 1491 25.50 1775 54 EXEL Itd NYs 44.50 111 1749 4513 3178 ses Selbels Bruce Group NDO 2.00 147 152 azs 1.88 102
Gallagher Arthur J & Co NYS s0.75 os1 oa1 39.50 20.13 186 Fremont General Corp NYS 2063 0.8 .44 3163 21.50 2as Selective Ins Group Noo 42.00 0.0 o.53 a3so 3100 sa
Hilb Rogal & Hamilton NYS 1263 381 4.72 1400 1138 o2 Frontier Insurance Group NYS 4238 399 1078 4288 3013 265 Sphere Drake Holdings NYS o.63 253 Eas 1200 813 74
Kaye Group Inc NDO s38 1026 238 7.63 .63 2 Gainsco Inc NYS o.50 2.70 130 11.75 8.75 270 TIG Holdings NYS 37.00 as7 °z3 3800 2700 1412
Marsh & McLennan NYS 11763 319 13.10 123.00 8800 719 GCR Holding Ltd NDO 23.13 o.54 3.93 2725  21.50 276 Tilan Holdings Inc NYS 16.75 “0.74 152 1788 1250 40
Poe & Brown NDO 2688 1.38 142 2750 2275 20 General RE Corp NYS 17168 157 895  177.75 138.75 700 Tokto Marine & Fire nNDo s0.75 1534 Ees 69.00  42.00 101
BROKERS AVERAGE ooz s.88 Gryphon Holdings NDO 14.58 ooo 177 1988 1200 107 Torchmark Corp NYS s6 75 2.05 1238 s57.50 ao02s5 993
Guaranty National Corp NYS 17.63 a4 s5.22 18.13 1338 27 Transatlantic Holdings NYS a83.25 1.22 az Ba13 6238 a8
INSURERS/REINSURERS Harleysville Group ~NDO 30 -8 122 041 3150  2a.50 184 Travelers Aetna Property NYS 3838 3.02 Eas 3963 2aa azo0
ACE Ltd NYS e4.63 s1e 7 a8 6463 4050 1353 Hartford Steam Boiler NYS 45.75 240 135 s1.50 4275 157 Travelers Corp NYS s4.75 135 scee se.38 28.38 6663
Acceptance Insurance Cos NYS 2088 1.83 s.70 2250 1413 119 HCC Insurance Holdings NYS 26.28 —a21 o.90 32.75 1788 131 Trenwick Group Inc NDO 5150 oso 9.19 5425  46.00 340
AEGON N v/ NYS 6575 354 395 6625  a1.2s az IPC Holdings Ltd NDO 22.63 6.22 112 2513 1900 280 Unico American Corp NDO 150 ooo 3.45 1100 6.50 82
Aetna Life & Casualty NYS ss00 173 625 89.00 55 38 2200 ITT Hartford Group NYS 7525 681 11.a8 8100 aas0 1366 Untonamerica Holdings NYS 1375 870 1127 20.75 1475 "7
AFLAC Inc NYS 41.13 -o90 3.80 44.00 28.25 1100 Lasalle Re Ltd NDO 28 co 132 .27 2050 10.75 77 United Fire & Casualty ~NDo 3300 3.04 -e30 40.00 28.50 10
Allied Group Inc NYS 3263 261 0.00 34.25 2238 a7 Lincoln National NYS 57.38 192 o.20 so88 40.75 550 Unitrin NDO 53.75 3.37 -3.53 se38 aa.2s5 ae7
Allmerica Prop 8 Casualty NYS 3188 o7e .94 3225 2500 1211 MAIC Holdings k NYS s4.63 147 221 36.00 2825 76 UNUM Corp NYS 7788 1.42 7.73 7963 s5.38 e78
Allstate Corp NYS 66.13 222 14.25 68.00 37.38 2911 Markel Corp NDO 108.00 2.86 2000 111.75 78.00 53 US Facilities Corp NYS 1925 2.53 1.91 2038 1488 29
AMBAC Indemnity Corp NYS 6925 221 .33 6950 46.38 248 MBIA Insurance Group NYS o7 75 139 3.46 104.63 70.13 450 USF&G Corp NYS 22.75 2.25 s93 23.13 14.25 1458
American Bankers Ins NDO 58 a4 2.30 14.30 s9.25 3250 189 Meadowbrook Insur Group NYS 2163 o.s7 2.98 3413 1525 75 USLIFE Corp NYS 47.88 o.52 43.93 48 38 26 88 2553
American Financial Group NYS 37 co 1.33 199 ss.88 2850 393 Md Ocean Ltd NYS a90.63 203 sas ss38 3550 348 Vesta Insurance Co NYS 40.25 3.87 2323 a100 2450 302
American General NYS 43.50 175 6.a2 44.00 32 88 27as MMI Cos Inc NYS 2863 a.58 11.24 3338 23.88 143 Washington National NYS 2875 o.s8 ass 30.75 25.13 o1
American Heritage Life Ins NYS 2588 1a7 143 27.75 1900 28 Mutual Risk Mgmt Ltd NYS 36.03 213 2.70 37.25 26.88 175 Zenith National Ins NYS 2663 274 274 2888  23CO a6
American Indemnity/Fin | NDO 1325 291 2027 1400 o.38 ' NAC Re Corp NYS 3850 oes 1365 40.63 2850 228 Zurich Reinsurance Centr NYS 3825 0.33 22 40 38.75 28.38 132
American International NYs 12s.00 1.86 1547 129063  88.13 3178 Navigators Group NP 19.13 o.99 sS4 2025 1575 ° INSURERS/REINSURERS AVERAGE -017 5to
Aon Corp NYS 6400 210 3.02 66.00  a7.50 se6 Nobel Insurance Ltd ~NDo 1213 3.96 s.48 1288 1088 se
Argonaut Group NoO 29.25 oss ass 34.75 27.25 s8 NYMagic Inc NYS 1975 395 .72 22.00 1700 6 HEALTH MAINTENANCE ORGANIZATIONS
AVEMCO Corp NYS 24.63 101 57.60 27.38 11.75 148 Ohio Casualty Corp NDO 072 ae 14.79 4175 30.00 257 Healthsource Inc NYS 1650 1282 2371 aoss 9.75 2912
Baldwin & Lyons Inc NDO 1775 139 340 2075 14.25 2 Old Republic Int | NYS 27.13 o.ae 1.40 27.75 2013 ao2 Humana Inc NYS 2000 0.00 oze 27.00 1500 2190

Berkiey W R Corp NPo 51.25 2.50 o099 5350 a0.25 450 Orion Capital Corp NYS 63.00 6.15 3.07 67.75 4263 150 Oxford Health Plans Noo 59.13 3.86 o.96 62.38 27.63 6703
Berkshire Hathaway Inc NYS 36000.00 110 5.57 38000.00 30000 00 1 Partner Re Lid NYS 3350 2.90 147 3625 25.63 259 Pacificare Health Sys NOoO 79.00 0.00 27; 79.00 ooo o
Capital RE Corporation NYS a1.25 571 1153 a6.88 3250 189 Penn America Group Inc ~NDo 1775 a7o 1008 1950 1150 1z Safeguard Health Enter Noo 16 00 3.03 8.5 22.50 11.50 32
CapMac Holdings Ltd NYS 33.38 o0.00 075 s6.88 2300 207 Philadelphia Cons Holding NDO 29.00 4.0a 2473 29.50 16.75 19 Sierra Health Services NYS 2688 ass °1. 36.00 22.33 s60
Capsure Holdings Corp NYS 1113 114 3.26 1888 soo 386 PXRE Corp NYS 26.13 188 5.56 27.00 2225 64 United Healthcare Corp NYS 5125 5.75 1389 6900 3003 5577
Chartwell Re NYS 27.75 1.83 3.74 28.38 1988 32 Reliance Group Holdings NYS 1038 0.00 1370 1075 650 1277 Wellpoint Health Networks NYS 3E 88 8.74 13.00 39.50 2333 761
Chubb Corp NYS s8.00 140 7.01 se50 a0.88 2204 Reliaslar Financial Corp NYS 5925 021 260 s0.00 4000 407 HMOs AVERAGE 173 709

CIGNA Corp NYs 15913 139 16 47 161 63 100 75 588 RenalssanceRe Holdings Ltd NYS 37.00 2.31 1212 40 25 26.75 113 Note FHP Intemational was acquired and remoied from our lit

CNA Financial Corp NYS 11025 161 304 11750 95.75 79 Risk Capital Holdings NDO 1700 D oo 1226 20.75 1588 12 ALL COMPANIES AVERAGE o.52 5.55

EMC Insurance Group Inc NDO 1150 a17 a17 1450 10.13 166 RLI Corp NYS 35.38 - 70 5.99 3663 22.38 64

Top advancing issues Tok,0 Marine & Fire, Healthsource Inc, Kaye Group Inc, Wellpomt Health Networks, ACE Ltd Leading dechners Unionamerica Holdings, ITT Hartford Group, IPC Holdings Ltd, Orion Capital Corp, United Healthcare Corp Most
active issue Oxford Health Plans The Bl index fell 1 5%, the Dow Jones 30 Industrials decreased 0 8%, the S&P 500 decreased 0 890 and the NYSE Composite decreased 06% Average P/E Brokers, 16 9, Insurers/reinsurers, 33 5, HMOs, 40 0

System design Nordby international Inc



SOME SEE SENIOR CITIZENS. WE SEE A BOOM IN CONDO CONSTRUCTION,
NEW BUSINESS START-UPS AND INCREASED DEMAND FOR THE GOLF CHANNEL®.

The demographics in many parts of the world are changing aging baby boemersor isa business 11 kely to be affected by shifts
rapidly. And along with those changes come unexpected risks and in population, AIG has the insurance and financial services you'll
opportunities for all kinds of industries. need. Services like contractors' liability insurance, asset manage-

Fortunately, AIG is a business partner with expertise in ment and even satellite interruption coverage. And we've got the
managing total marketplace risk. We specialize in designing the top financial ratings to back us up. So when you're
kinds of custom coverages that corporations must have to cope ready to deal with change, we'll be willing and able. AlIG
successfully with emerging conditions. WORLD LEADERS IN INSURANCE AND FINANCIAL SERVICES

Whether your company is actively meeting the demands of AmMican Inteinational Group, nc.,Dept. A, 70 Pine Street, New York, NY 10270



