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UPDATS
CalPERS rejects HMO bids,
deeming increases too high
SACRAMENTO, Calif.-Saying it must

draw a line on "unjustified" price increas-
es, the California Public Employees' Re-
tirement System late last week rejected
price bids from 10 health maintenance or-
ganizations for its 2002 health plan con-
tracts.

Price increases submitted by the HMOs
ranged from 5.5% to 41% and included
plans with a wide variety of designs and
copayments, CalPERS reported.

See Updates on nezt page

Quackenbush probe to look at Lloyd k ties
Questions raised over reimbursement

By ROBERTO CENICEROS

SACRAMENTO, Calif.-Law-
makers auditing the California
Department of Insurance's activi-
ties under former Commissioner

Chuck Quackenbush also plan to
investigate new allegations that
his staff concealed money re-
ceived from Lloyd's of London to
defend the insurer from lawsuits

brought by investors and other
regulators.

A hearing by the Joint Legisla-
tive Audit Committee is scheduled

to begin today in Sacramento. The

hearing is part of an audit process
that, among other things, will
look into the allegation that
monies from the state's Conserva-

tion and Liquidation Office were
used to fund activities undertaken

on behalf of Lloyd's, said Richard
Steffen, staff director for the state
Senate Insurance Committee.

Mr. Steffen said the Senate In-

surance Committee first learned

of such alleged irregularities last
year, at about the time it was con-
ductir_g hearings on other matters
related to the tenure of Mr.

Quackenbush, who resigned from
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The recent death of NASCAR champion Dale Earnhardt, in car No.
3, leaves many business entities facing potential financial losses.

Insurance likely
to cover losses
in racer's death
By RODD ZOLKOS

DAYTONA BEACH, Fla.-
The final-lap crash that took
the life of stock car racing leg-
end Dale Earnhardt during
this year's Daytona 500 race is
likely to trigger claims under a
variety of insurance policies.

In recent years, the populari-

d-bl

ty of the racing world governed
by NASCAR, the National
Assn for Stock Car Auto Rae-

ing Inc., has skyrocketed, with
stock car racing becoming a
multibillion-dollar business.

And within that world, Mr.
Earnhardt was known not only
as the top star but also as an

See NASCAR on page 4
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well as Lloyd's names, were suing r
Lloyd's for alleged fraud and se-
curities violations.

his post last year. In addition to The Insurance Department un-
the joint panel, the FBI and state der Mr. Quackenbush joined legal
Attorney General Bill Lockyer efforts to fight such a lawsuit that
also are now investigating Mr. was filed in 1996 by the California „
Quackenbush's administration. Department of Corporations. In

The Los Angeles Times last doing so, the department incurred

week reported that Mr. Quacken- legal bills by hiring outside law 4
bush's senior staff, against the ad- firms for the job.
vice of one of their own attorneys, The Times' report alleges that, p,»
allegedly produced a phony in- at first, money borrowed from the  ,
voice to hide $400,000 in legal fees assets of insurers in conservation

the department incurred while was used to pay the legal bills.
working on behalf of Lloyd's dur- But Insurance Department offi-
ing the mid-1990s. During that cials later turned to Lloyd's for 
period, securities regulators from payment, according to the Times' '*
California and other states, as See Quackenbush on page 21

Cashing out the CHPAs
Florida takes another turn at small-group coverage

By DAVE LENCKUS

Florida's plan to bring health
care insurance to much of the

state's uninsured population ad-
dressed many concerns of impor-
tance to the various groups that
could make or break the state's

health insurance experiment.
The program attempted to [os-

ter stable and more affordable in-

surance rates for small-employer
groups, which account for a large
portion of the state's uninsured
population. Lawmakers hoped the
program would encourage enough
small-group pooling to crease a
sufficient spread of risk to make
the business attractive to insurers.

To attract small employers, the
program created tremendous cov-

erage choices, Agents and local
communities were given a promi-
nent role in the program.

The state even tapped a big-
business health care representa-
tive to help set up local control.
because large employers bear the
burden of health care cost shifting
when the uninsured cannot pay
for the health care services they
receive.

Ultimately, though, the pro-
gram's design doomed it to fail-
ure-in large part because of the
political compromises lawmakers
made to mollify the groups that
controlled the program's fate, ob-
servers agree. Last fall, about six
years after the first small employ-
er purchased coverage through
the program and years after many

observers said its eventual demise

was evident, Florida's small-
group insurance purchasing pro-
gram folded.

"The road to hell was paved
with good intentions," observed
John Erb, who left his benefit

consulting practice in 1993 to run
a piece of the program. Mr. Erb
departed from the program after
18 months and now is a senior

manager in the integrated health
group practice at Deloitte &
Touche L.L.P. in Miami.

But this summer, under a new
Florida law, the next incarnation
of the state's effort to reduce its

uninsured population may be un-
der way.

Some observers question,
See CHPA on page 20

Employers seek reversal from Congress

Ergonomics rule targeted
By MARK A. HOFMANN that the employer group doesn':

expect overturning OSHA's er-
gonomics standard to be an easyWASHINGTON-An employer-

led drive to lobby Congress to
overturn a controversial work-

place safety regulation congres-
sional action appears to be pick-
ing up momentum.

In fact, the National Assn. of
Manufacturers expects members
of Congress within a few weeks to
begin the unprecedented process
of invoking the Congressional Re-
view Act to force the withdrawal

of the Occupational Safety and
Health Administration's er-

gonomies standard.
Patrick Cleary, NAM's vp-hu-

man resources policy, made clear
during a press briefing last week

*OSHA
task. "This is going to be a one- or
two-vote issue," he said, referring
to the margin of victory NAM pre-
diets in the Senate. "I think we're

going to win it."
So far, however, no lawmaker

has stepped forward with legisla-
tion to invoke the CRA, though

Sen. Mike Enzi, R-Wyo., said ear-
lier this month that he supported
such a move and would work with

his colleagues to apply the CRA to
the ergonomics rule. In addition,
neither Labor Secretary Elaine
Chao nor President Bush has indi-

cated whether they would support
the effort.

Under the CRA, which was en-
acted in 1996 but has never been

used, Congress may reject federal
regulations if a simple majority in
each house passes a joint resolu-
tion of disapproval. If the presi-
dent does not veto the resolution

of disapproval, the rule is nulli-
fied. Because of the time limits the

CRA places on congressional ac-
See OSHA on page 22
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U.K. ruling creates big hurdle

CalPERS rejects HMO bids
Consnued from premous page for mesothelioma claimants

The organization's Retirement System Board of Administration also
ordered its staff to sollcit new bids for retiree health benefits, with no
more than seven best offers By CAROLYN ALDRED embraced new medical theory and ages against the employers," said

"The board defined'best offers' as those that focused largely on pnce dismissed a claim by the widow of Ian MeFall, head of the national
but also considered service, care management and access to providers," LONDON-A recent decision an asbestos victim because she asbestos unit for the London-

a CalPERS statement said The action is likely to reduce the number of by the U K High Court, if not could not prove which of two de- based plaintiffs law firm of
health plan offerings available to membens, it added overturned on appeal, will make it fendants was responsible for her Thompsons While Thompsons is

"We cannot accept proposals with across-the-board increases of this almost impossible for any victim husband's fatal exposure to as- not involved in this case, the law
magnitude," said Board President Wdiam D Crist "Analysis of these of mesothelioma to obtain com- bestos, even though both defen- firm handles many asbestos eases
bids clearly indicates that many of these prices are not justified " pensation through the courts if dants had exposed him to as- The judgment is "a disaster, and

The bids also revealed a contmued desire by health plans to serve there is mere than one defendant, bestos if it'S allowed to stand will mean,

fewer nonurban areas, CalPERS reported Sacramento-based lawyers say "The decision is perverse and 15 all mesothelioma cases in England
CalPERS, the nation's largest pension fund, is viewed as a bellwether The decision last month also has an absolute absurdity It goes and Wales will fail forever," said
purchaser because it provides retirement and health benefits to more brought tc a halt all settlement against all previous judgments Spencer Wood, a partner with the
than 1 2 milhon pubhc employees and theii famihes negotiations between mesothe- and, 1f followed to its logical con- London-based plaintiffs law firm

CalPERS last year restructured its benefit program and increased lioma claimants and defendant clusion, means anyone who has of 0 H Paisons & Partners MI ,
copayments on prescrlption drugs in an attempt to hmit 2001 rate in- companies and their insurers been exposed to asbestos by two Wood, who represented the
creases m the plans it offers In a ruling that overturns exist- or more employers and, as a re- claimant, is appealing the ruling

ing U K asbestos liability prece- sult, develops mesothelioma, can- Mesothehoma is a malignant tu- 1

U.S. court rules against Lloyd's dents, High Court Judge Curtis not succeed in a claim for dam- See Asbestos on page 17

NEW YORK-In ruling m favor of E R Squibb & Sons Inc m its No letup in first half of 2001 1

DES habihty coverage case against Lloyd's of London, a federal ap-
peals court may make it easier for polleyholders to sue Lloyd's in the
United States

By holdrng that a single member of a Lloyd's syndicate can be sued Marsh sees more rate hikes
as a representative of all of the Lloyd's underwriters on a risk, the court
"provides a roadmap for how to establish federal jurisdiction over
Lloyd's," said Hal S Shaftel, a partner at Solomon, Zauderer, Ellen- By GAVIN SOUTER York-based Marsh plagued accounts will see even
horn, Frischer & Sharp in New York who represented Squibb in the Policyholders "may face dou- larger increases, according to the
case Risk managers saw increased ble-digit rate hikes despite good report

The decision also opens Insurers up to third-generation claims relat- rates for property/casualty cover- loss expenence, while 1nsureds "These general trends should
ed to DES, or diethylstilbestrol, an anti-miscamage drug marketed by age throughout 2000 and should with poor loss experience face continue well into the first half of
Squibb between 1947 and 1969 expect more of the same this year, even higher increases There lS 2001 Some expect a gradual

Upholding a district court decision, the 2nd U S Circuit Court of Ap- according to Marsh Inc 's latest less flexibility than last year, both slowing as the yeai progresses,
peals in New York found in E R Squibb & Sons Inc us Lloyd's et at market review and forecast on pi ice and coverage terms, and but this remains to be seen In any
that, as a matter of contract and according to the rules of the London In many cases, insurers will de- renewals as expiring have all but case, accounts that get their first
market, all Lloyd's members subscrlbing to the Squibb pollcies must mand double-digit increases re- disappeared," the review says increases during this period piob-
abide by a judgment against any one of them gardless of the loss history of indi- For example, favorable proper- ably still face 25% hikes," the ie-

One member, therefore, can be sued as a representative of all of the vidual accounts, according to the ty risks will likely see 25% to 30% port says
underwnters on a nsk, provided that individual meets federal diversity report released last week by New rate increases in 2001, while loss- See Forecast on page 22
requirements, which, in this case, meant that the member was not a
U S citizen and provided at least $10,000 in coverage

Previously, to brmg a suit in federal court against a group of Lloyd's
underwriters, a policyholder had to name every underwriter on the Overexertion leading cause .pohcy and estabhsh that each met the diversity threshold

The 2nd Circuit also apphed the injury-in-fact trigger of coverage to
the case and ruled that Lloyd's must piovide coveI age for the third-
generation claims filed by the grandchildren of women who ingested
DES of comp claims: Liberty

In its Feb 16 decision, the court recognized that "injury m fact can
also include the inevitable predisposition to illness or disability as a BOSTON-Overexertion heads and the National Academy of So- are talhed, total costs soar, with es-
result of cell mutations caused by DES " a list of the 10 leading causes of cial Insurance, a Washington- timates Ianging from $125 billion

Squibb has been hit with a new wave of product hability claims fol- workplace injuries and illnesses, based nonprofit and nonpartisan to $155 billion, according to the
lowing the release of research suggesting that the grandchildren of acconhng to a study released today research organization study
women who mgested the drug may have experienced genetic changes by Liberty Mutual Insurance Co "Our safety Index can help focus In descendmg order, the remain-
affectingtheirreproductive capabilities (BI, Aug 2,1999) Overexertion-defmed as exces- existing safety programs on those ing nine causes of mluries or ill-

An attorney for Lloyd's was not available for comment sive hftmg, pushmg, pulhng, hold- areas that have the greatest poten- nesses are "falls on same level",
1ng, carrying or throwing of an ob- tial negative impact on employees "bodily reaction," such as bendmg

HHS delays privacy rule ject-was responsible for about and employers," said Gary Gregg, or slipping, "falls to lower level",
one-quarter of all direct workers executive vp of the insurer's com- being struck by an object, repeti-

WASHINGTON-Cntics of a new federal medical privacy rule hope compensation costs paid in 1998, mercial markets unit tive motion, highway accidents,
that a delay in the effective date of the regulation caused by a paper- or about $9 8 billion nationwide, "Actionable information lS the "being struck against an obiect,"
work mistake Will lead to a full-scale review of the rule according to the first Liberty Mu- key value of the index," said Tom such as a carpenter walking mto a

The rule was promulgated last December by the Department of tual Workplace Safety Index Leamon, vp and director of the door trame, becoming caught or
Health and Human Services after Congress failed to craft its own rule, The mdex provides the first-ever Liberty Mutual Research Center compressed by equipment, and

as required by the Health Insurance Portability and Accountability Act ranking of the leading causes of According to the study, losses re- contact with temperature ex-
of 1996 The rule was slated to go into effect Feb 26, though covered woikplace accidents and their sulting from the top-10 injuries tremes
entities would have until late 2002 to comply with it cost, according to the Boston- and illnesses account for 86% of Liberty Mutual also offers spe-

But HHS failed to dellver the regulation to the General Accounting based insurer Researchers used the $387 bilhon in wage and medi- cific guidelines for improving
Office within the time required by the Congressional Review Act for 1998 data, the latest available, cal payments employers paid in workplace safety on its Web site,
the rule go into effect as scheduled, even though it was publlshed m the from the insurers' own claims, the 1998 When indirect costs, such as unoic libertymutual com
Federal Reglster As a result, the regulation had to be resent, and the U S Bureau of Labor Statistics, those for hinng replacements, also -By Meg Fletcher
effective date was pushed back to April 14

Insurer critics hope that Tommy Thompson, the new HHS secretary,
will use the extra tune to review and alter the regulation, which was is-
sued by his predecessor in the wanmg days of the Clinton administra- /NS/DE
tion

Insurer and employer groups have held that the regulation, which
Datebook 14

would subject health care providers to an array of penalties, including • Employers shouldn't have to bear the cost of all carpal
For the Record 23

possible prison time, for unlawfully divulglng medical information, is tunnel discrders regardless of their origin, this week's edi-
Global Briefs 15

too sweeping and could cause some employers to reconsider offering tonal says PAGE 8
Insurance Services Guide 16

benefits
International 15

"I would hope that they would use thetimeto go back and review the • In a Perspective, Corby J Pelto describes what distin- Legal Briefs 12

rule itself and address those areas where the explanatory material is guishes gcod commercial claims programs PAGE 11
Letters 8

confhcting and, at least, smooth out some of the rough edges," said Ken Opinions 8

Schloman, Washington counsel for the Alhance of American Insurers • Increased political tension and violence in the Mideast, Perspectives 11

Patient advocates and civil hberties groups, though, have hailed the along with shrinking political risk insurance capacity, have Products & Services 6

regulation as an overdue means of keeping sensitive personal medical Western companies there reviewing their nsks PAGE 15 Ticker 23

mformation out of the wrong hands Business Insurance (ISSN 0007-6864) Vol 35 No 9, is published weekly
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Deparment, 965 E Jefferson Ave, Detroit, Mich 48207 $4 a copy and $95
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Online benefits

IFEBP members with employee
benefit sites*

No /

69%

Length of time
with a benefit site

One year or less

Over one year to two years

Over two years to three years
17%

Four or more years

34./0

No response

/2%
* Including Internet, intranet and extranet.
Source: International Foundation of Employee Benetit Plans

39S/0

GRAPHICBYJOHNHALL

More plans
look to add

Web access
By LEE FLETCHER

About one-third of plan sponsors use
an Internet site for benefits communica-

tion and administration, and about as
many expect to begin providing online
benefit information within the year, ac-
cording to a recent survey.

The study, conducted by the Brook-
field, Wis.-based International Founda-
tion of Employee Benefit Plans, exam-
ined the approaches to benefits commu-
nication used by the organization's
members. The survey, conducted last
September, drew responses from 941
IFEBP members, which are corporate,
multiemployer and public entity benefit
plans.

Nearly all respondents-98%-said
they used written materials to commu-
nicate benefits. In addition, 80% hold
group meetings, and 54% discuss bene-
fits with employees individually.

The Internet-which encompasses
both Internet and intranet/extranet
tools in the survey-was the fourth most
common method, with 31% of respon-
dents indicating they use some form of
online technology to communicate bene-
fits to employees. The survey also
looked at the prevalence of online bene-
fits communication in each of the

IFEBP's membership sectors. It found
that 42% of corporate employers use In-
ternet tools to communicate employee
benefits, as do 43% of public entities. In

addition, 18% of multiemployer plans
use some form of online benefits com-
munication.

Of the respondents in the corporate
sector who reported using only one
online method of benefit communica-

tion, 79% said they used a company in-
tranet, while 21% said they used the In-
ternet.

Larry V. Aarhus, a research associate
with the IFEBP in Brookfield and an
author of the survey, said that

although corporate employers are cur-
rently more likely to use an intranet site
for benefits communication, some

corporate plan sponsors are moving to-
ward making more information avail-

See Online on page 18

Business Insurance, February 26, 2001 / 3

Protecting against violent acts
Attorneys provide words of warning, advice about workplace exposures

By ROBERTO CENICEROS

LOS ANGELES-Although workers

compensation laws may shield an employer
from liability lawsuits stemming from inci-
dents of workplace violence, some states al-
low an employer's parent company or relat-
ed business entity to be sued, accordingto a
plaintiffs attorney.

In addition, vendors that provide employ-
ers with security services and employee as-
sistance programs are sources of valuable
information to an attorney building a liabil-

ity case, said David F. Kirby, senior partner
at Kirby & Holt L.L.P. in Raleigh, N.C. And
those vendors can also be sued, with televi-

sion news footage and recordings of 911
emergency calls providing powerful evi-
dence for a plaintiff's case.

In workplace violence cases, plaintiffs
typically argue that an employer breached a
duty to provide a safe workplace and that a
violent.incident was foreseeable, said Rox-

ella T. Cavazos, an
- ·-=r=> -1 employer defense

<55 expert and a part-
ner at Thompson &

Knight L.L.P. in Houston.
An employer can best de-

fend itself against such alle-
gations by implementing a

broad program to discourage
workplace violence. To be effec-

tive, such a program must go beyond the
mere publication of a zero-tolerance policy
against violence. I. must include additional
measures, such as the creation of a company
risk-assessment team and the disciplining

Bill would create

safeguards for
457,403(b) plans

By JERRY GEISEL

WASHINGTON-Bankruptcy reform legislation rapidly moving
through Congress would protect from creditors the pension benefits
of employees who work for tax-exempt and public employers.

The legislation would extend the same protection from creditors
enjoyed by plans subject to the Employee Retirement Income Secu-
rity Act to non-ERISA pension plans, including 457 plans, that cov-

rpeepoly4ee )o]815284 atnh12ct gdoevdersnoYlnytianedmrotne
salary deferrals-which are typically offered by colleges and hospi-
tals.

An unrelated provision in the bankruptcy reform also could help
some U.S. investors in Lloyd's of London to avoid paying certain
outstanding liabilities (BI, Feb. 19).

Employers generally welcome the pension provisions in the legis-
lation, H.R. 333, which passed the House Judiciary Committee ear-
lier this month, and S. 220, which the Senate Judiciary Committee
is expected to vote on this week, as it would help to keep them out
of tussles between their employees and creditors.

"Participants in pension plans would receive some very positive
protection," said James Delaplane, vp-retirement policy with the
American Benefits Council in Washington.

"Assets in all types of pension plans should be protected," added
Angela Arnett, senior counsel with the American Council of Life
Insurers in Washington.

The legislation also would protect pension benefits, like a lump-
sum distribution, that are rolled over to an individual retirement
account. However, the legislation would impose a $1 million cap on
the amount of non-pension rollover assets in an IRA that would be
shielded from creditors. Individuals not covered by group pension
plans can contribute up to $2,000 a year to an IRA, as can lower-
and middle-income employees covered under group plans.

Some worry that the $1 million cap on assets not attributable to
pension rollovers could cause hassles f6r employees as they migh:
have problems determining which assets in an IRA were at-
tributable to their contributions and which were related to a pen-
sion rollover. One solution, assuming an employee's IRA contribu-
tions even pierced the $1 million cap, would be for the employee to
set up a second IRA for a pension rollover.

The interaction of bankruptcy reform and pension benefits goes
See Bankruptcy on page 2J

or termination of potentially violent em-
ployees, Ms. Cavazos said.

Mr. Kirby and Ms. Cavazos spoke at the
American Bar Assn.'s Tort and Insurance

Practice Section meeting, held Feb. 2-3 in
Los Angeles.

Mr. Kirby currently is representing the
plaintiffs in a case in which an employee at
a tool distribution center repeatedly at-
tacked co-workers before being fired. The
emplcyer then allegedly ignored several
warnings from employees who asked for se-
curity measures because they feared the
fired worker would return to the workplace,
seeking revenge, Mr. Kirby said. The work-
er did return with a rifle and other

weapons, killing three employees and seri-
ously injuring another individual.

See Violence on page 19
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Planning for the millennium bug helped Tuscaloosa County
in Alabama cope with a devastating tornado in December.

Y2K plan pays off
following disaster

By MICHAEL BRADFORD

TUSCALOOSA, Ala. Businesses that think the time and
money they spent preparing for Y2K computer problems was
a waste may find those precautions pay off when facing other
calamities.

That was the silver lining in the storm clouds over
Tuscaloosa County, Ala., last December, when the area was
devastated by a deadly tornado nearly a full year after Y2K
preparedness efforts were put to the test.

The powerful tornado that swept through Tuscaloosa was
one of several in a system of storms that raked Alabama,
killing 12 and injuring dozens in late December. Tuscaloosa
was hardest hit, with hundreds of homes, autos and business-
es damaged (BI, Jan. 1). Statewide, Alabama sustained $76
million in insured property damage from the storms.

Tuscaloosa County agencies found that their preparations
for the millennium bug came in handy during recovery efforts
following the storm. The West Alabama Chapter of the Amer-
ican Red Cross also said that its warnings about potential
consequences of Y2K problems were part of the reason that
some people in the affected area had stockpiles of emergency

See Prepared on page 6

Stop=loss rates continuing to climb
Self-insurers suffer as underwriters get tough

By MICHAEL PRINCE

Self-insured employers are likely to con-
tinue paying more for medical stop-loss
coverage for the foreseeable future, even af-
ter several years of steady rate increases.

Tougher underwriting, medical inflation
and consolidation are among the factors to
blame for employers' higher costs, brokers
and underwriters say.

On average, rates for the coverage
climbed between 30% to 50% at Jan. 1 re-

newals, about the same increase that many
employers saw in 2000. For employers with
poor loss experience, though, rates for 2001
were nearly double those of a year ago.

Stop-loss coverage is a form of reinsur-
ance that employers buy to cap their ulti-
mate losses on self-insured group health
care programs. Specific stop-loss coverage
insures against a single catastrophic claim
that exceeds a dollar limit the employer
chooses, while aggregate coverage insures
against all claims exceeding a total dollar
amount for a plan year.

"This is the worst this market has ever

been," said Roger Edgren, managing direc-
tor, national practice leader-employee ben-
efits services department at Marsh Inc. in
Grand Rapids, Mich.

For underwriters, however, the firmer
rates are good news and have allowed them

to make up some losses incurred in recent
years.

"It's a pretty good market for the players
that have been around a while," said Scott
Taylor, senior vp of group at SAFECO Life
Insurance Co. in Seattle.

In addition to higher rates, underwriters
of stop-loss coverage have pushed up the
attachment point of their stop-loss pro-
grams, which forces employers to retain
more risk. For example, an aggregate stop-
loss policy that has an expectation of $1
million in losses in recent years would have
had an attachment point of around $1.05
million. Now the attachment point has been
pushed up to around $1.25 million, which
results in fewer claims penetrating the cov-
erage layer, Mr. Taylor explained.

See Stop-loss on page 19
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OSHA's reach

to be decided
WASHINGTON-The Supreme

Court will decide whether the

Occupational Safety and

Health Administration's reach

extends to certain vessels, such
as barges, in addition to work-
places on dry land.

The justices agreed to hear a
case, now called Chao us. Mal-
lard Bay Drilling, last week.
The case stems from a 1997 fa-

tal blast aboard a barge that
was drilling for oil within the
territorial waters of Eouisiana.

The explosion aboard the
barge Mr. Beldon killed four
workers and seriously injured
two others.

According to court papers,
both the U.S. Coast Guard and

OSHA investigated the explo-
sion, with OSHA relying on
documents furnished by the
Coast Guard, The Coast Guard

had "no finding of violation,"
but OSHA used the results to

cite the barge's owner, New
Iberia, La.-based Mallard

Drilling, for three violations of
the Occupational Safety and
Health Act, court documents
show.

The violations were: failing
to evacuate workers on the

barge in a timely manner; fail-
ing to develop and implement
an emergency response plan;
and failing to train employees
in emergency response.

Mallard Drilling responded
that OSHA had no authority to
do so because the Coast Guard

has jurisdiction over the work-
ing conditions of seamen. It
also argued that the barge was
not a workplace within the

definition of the occupational
safety act,

But a U. S. administrative

law judge ruled in November
1998 that the Mr. Beldon was

indeed a workplace, that barge
workers were not seamen and

that OSHA's jurisdiction did
indeed extend to the drilling
barge. The judge upheld
$13,230 in penalties against
Mallard Drilling. The company
appealed.

A three-judge panel of the
5th U.S. Circuit Court of Ap-
peals ruled in Mallard's favor
on June 2,2000. In the deci-
sion, the judges noted that "the
OSH Act does not apply to
'working conditions of employ-
ees with respect to which other
federal agencies...exercise
statutory authority to pre-
scribe or enforce standards or

regulations affecting occupa-
tional safety or health: The
judges held that the Coast
Guard has "exclusive authori-

ty over the working conditions
of seamen." The judges then
vacated OSHA's citation

against Mallard.
Other federal circuit courts

have upheld OSHA's jurisdic-
tion over certain vessels not

subject to regular Coast Guard
inspection. In its appeal to the
Supreme Court, the federal
government argues that to ae-
cept the Sth Circuit's interpre-
tation of OSHA's powers
would put the lives of workers
on thousands of vessels at risk.

No date has been set for oral

arguments in the case.
-By Mark A. Hofmann
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NASCAR
Continued from page 1
astute businessman. Dale Earn-

hardt Inc., the Mooresville, N.C.-
based operation that oversees the
racer's business affairs, is a multi-
million-dollar business in its own

right, it includes three Winston
Cup racing teams, a Chevrolet
dealership and a minor league
baseball team among its holdings.

The Feb. 18 race in which Mr.

Earnhardt was killed had been,
until that point, generally consid-
ered one of the best Daytona 500s
ever, with thrilling racing and
many lead changes. It also was the
first broadcast by the Fox televi-
sion network, under a new six-
year $2.8 billion contract with
NASCAR.

"Last lap, it went from the best
Daytona 500 to the worst," said
David A. Holcombe, risk manager
for Daytona Beach-based

NASCAR and its affiliated com-

pany, International Speedway
Corp.

Mr. Earnhardt's car struck a

concrete wall head-on at approxi-
mately 180 mph, after it came into
contact with another vehicle in

the track's fourth turn and went

into a spin. On Friday, NASCAR
officials announced that the rae-

er's most serious injuries likely re-
sulted from equipment failure-a
lap belt Mr. Earnhardt was wear-
ing had come apart, which could
have allowed his head and body to
be thrown into his car's steering
wheel. The failure of the lap belt
was being investigated.

"(Mr. Earnhardt) was a very
good friend, and we're very sad-
dened by his loss," said John
Gorsline, founder and chairman
of the Gorsline Co., a Rochester,
N.Y.-based firm that specializes
in the insurance and financial ser-

vice needs of racing industry
clients.

"We worked with him for 16

years," Mr. Gorsline said. "He
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was certainly an outstanding gen-
tleman, as well as an outstanding
driver, and his wife, Teresa, is
probably one of the most astute
businesspeople in the racing com-
munity. They were an incredible
partnership."

"I can't get into the details of
what they did or didn't do, but I
will assure you they did every-
thing that should have been
done," Mr. Gorsline said in regard

places disability coverages for
nearly all NASCAR drivers and
the spectator/participant liability
policy for NASCAR and Interna-
tional Speedway Corp.

K&K's motorsports division
would not comment on any cover-
ages related to Mr. Earnhardt oth-
er than to say that the company
provides such information only to
the insured individual.

London brokers that have been

Within the NASCAR world, the Earnhardts
stood out for the extent to which they tried to
address exposures. 'They were always
seeking the best advice,' says John Gorsline.

to the driver's insurance protec-
tion.

"Dale had pretty much covered
everything. There wasn't anything
he didn't take care of. They took
care of every detail," he said.

Within the NASCAR world, the
Earnhardts stood out for the ex-

tent to which they tried to address
exposures, Mr. Gorsline said.
"They were always seeking the
best advice and seeking the best
solutions for any situation that
might arise," he said.

"I would say they were more
astute than anyone in the

NASCAR crowd. And that's not to

say anything bad about the rest of
the NASCAR crowd: that's just
how sharp they are."

The black and silver No. 3
Chevrolet Mr. Earnhardt drove is

owned by Richard Childress, and
industry insiders suggest the own-
er's Richard Childress Racing En-
terprises Inc. likely had consider-
able key man coverage on the
driver. Attempts to seek com-
ments from the Welcome, N.C.-
based company were unsuccess-
ful.

Industry sources also presume
the Fort Wayne, Ind.-based
wholesaler K&K Insurance Group
Inc. was involved in placing some
of the coverages likely to be trig-
gered by Mr. Earnhardt's death.
K&K is active in the motorsports
market; among other things, it

known to place motorsports-re-
lated coverages say they believe
that all coverages related to Mr.
Earnhardt were placed with U.S.
insurers.

ISC/NASCAR's Mr. Holcombe
said Mr. Earnhardt's death

wouldn't affect ISC/NASCAR
from an insurance standpoint. "I
don't see any impact from a public
liability perspective, he said.

Meanwhile, the business impact
on NASCAR from the death of Mr.

Earnhardt is impossible to calcu-
late at this point, Mr. Holcombe
said.

"Obviously, it's catastrophic. It
would be like Elvis dying right at
the peak or Richard Petty dying
right at his peak."

As in all NASCAR races, Mr.
Earnhardt and other drivers in

the Daytona 500 signed liability
waivers.

"They're not used just in
NASCAR; they're used in every
kind of motorsports event there
is," Mr. Holcombe said. »

But, given Mr. Earnhardt's
character and that of his family,
the ISC/NASCAR risk manager
said, he doesn't expect the waiver
Mr. Earnhardt signed to come into
play.

"In his particular case, even
without the waiver, I can't imag-
ine any litigation from his fami-
ly," Mr. Holcombe said. "That's
not an issue in this case." m

Bi makes changes
to its sales staff

Business Insurance has made

two changes to its sales staff.
Lori Lieberman has been

promoted to district manager
in Los Angeles, and Chris
Crain has joined the magazine
as a district manager in New
York.

Ms. Lieberman, 30, formerly
was a sales assistant for BI in

Los Angeles. In her new role as
district m'anager, she is respon-

sible for

advertising
.- accounts in

the West-

ern region,
except in
Colorado
and Utah.

She be-

\35_// fig Irrig
Ms. Lieberman

in 1974 as

a secretary,
later becoming assistant to the
publisher and sales assistant.
Prior to joining the magazine,
Ms. Lieberman worked for

shoe company Marx & New-
man in New York.

Ms. Lieberman can be

reached at 323-370-2456.

In his role as district manag-
er, Mr. Crain is responsible for
accounts in the Middle Atlantic

region.
Before

joining BI,
Mr. Crain, f
25, was a

rnarketing /1: i. -

coordinator 1/S
at Crain's 1-
New York

Business

and was a WIN /
Vproduction

manager at
Crain's De- Mr. Crain

troit Busi-

ness, both of which are sister
publications of BL

Previously, he worked in the
distribution and production
departments of BI's publisher,
Crain Communications Inc., in
Detroit.

He has a bachelor of science

degree in political science from
Rollins College in Winter Park,
Fla.

Mr. Crain can be reached at
212-210-0135.
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Prepared New computer hardware and placed by the storms faced prob- packed up People brought it in and Some companies now are insist-
software that was installed m 1999 lems getting food They were we passed lt around," Ms Lowery ing that their insurers pay for the
during YZK preparations was used helped by more fortunate residents said cost of prepanng for potential Y2K

Continued from page 3 to track county resources and per- who donated boxes of food and wa- She said the supplies came in problems, Mr Mandel pointed out
food and water to donate to torna- sonnel that were available during ter to the Red Cross The unusually handy particularly for residents of "There are no end to companies
do victims the aftermath of the storm For ex- large amount of donated food was three trailer parks that were de- pursuing claims" related to those

"The Y2K training and prepara- ample, sun ounding counties were largely from Y2K stockpiles that stroyed in Tuscaloosa costs, he said

tion facilitated a smoother re- donating food and supplies to the never were used Tuscaloosa's experience demon- Approximately 200 claims are
sponse," said a spokesman foi the recovery effort, "and we had to "We try hard to teach prepared- strates that mvestment m YQK pre- still pending, seeklng coverage un-
Tuscaloosa County Emergency keep track of that as well as our paredness can still pay dividends der the sue-and-labor clause in
Management Agency "It prepared personnel," the Emergency Man- for organizations, risk management some all-risk property policies (BI,
US ln several ways " agement Agency spokesman ex- 'The Y2K training and experts say Jan 15)

Shortly after the Tuscaloosa plained The value of Y2K planning and "I know for a fact that a lot of

storms passed, the county shenff's New computers allowed the preparation facilitated preparations has been difficult to our clients spent a lot of time and
office was operating from an emer- agency to do things it previously a smoother response,' measure for many compames-and effort preparing for Y2K," said
gency command center that lt had could not For example, the Y2K rarely is as clear as it was for Charles Cox, president of Aldmch
outfitted to use in case millennium upgrades provided an Internet 1mk says a spokesman for Tuscaloosa, said Chris Mandel, di- & Cox Inc, a risk management
bug problems shut down its various to the state's Emergency Opera- Tuscaloosa County. rector of risk management with consulting firm in Orchard Park,
systems tions Center so the agencies could Tricon Global Restaurants Inc in N Y

The facility is housed in a trailer exchange Information during the Louisville, Ky "I don't think any "From our client base, I'm not
that the office purchased as mili- iecovery efforts company has had a chance to mea- aware of any circumstances where
tary surplus because of downsizing The spokesman said the sheriff's ness," said Donna Lowery, director sure the impact like they did," he it has since paid off for other rea-
ataUSAir Force base in Alaba- department, firefighters and other ot emergency services and disaster said of the planning that county sons," he said
ma The trailer was outfitted with agencies worked well together after education for the West Alabama agencies undertook in advance of Even so, Mr Cox said, Y2K dis-
computers and communications the storms because of experience Chapter of the American Red Dec 31,1999 aster plans remain viable for most
equipment and was promptly set with Y2K preparations that had Cross With regard to the Y2K Most organizations knew that re- companies "I don't see why not
up after the tornado struck to be brought them together "We had so problem, she said the agency was turn on their Y2K _nvestment Essentially what they are doing lS
used as a starting point for several many face-to-face meetings with diligent in its efforts to "educate would be difficult or impossible to planning for a complete shutdown
county agencies' rehef efforts each othet" dumng the Y2K prepa- the people on what could go wrong measure, Mr Mandel said SH, he of their operations "

The command eentei provided 1 ations, he explained, "that things and how to get through it" noted, it was seen by boards of di- In Tuscaloosa, agency officials on
meeting space for law enforcement worked a lot smoother than they Part of the organization's Y2K rectors and investors as a legiti- Dec 31, 1999, could never have
agencies, the Red Cross, volunteer might have otherwise " drill, of course, was for people to mate expense of time and money foreseen how their preparations
firefighters and others-a total of The Red Cross said ltS efforts to stockpile a limited supply of food considering the potential losses would pay off On that night, the
21 agencies-to coordinate their re- get the word out about Y2K were and water in case of a loss of power that could have ansen from a lack spokesman for the emergency man-
sponse It also was used as a tempo- rewarded in a way it did not ex- or clvll unrest of preparation "It was done be- agement office recalled, "New
rary shelter for some people injured pect "They had all this food and water cause people thought lt had to be Year's Eve ended up being a party
in the storm Some residents who were dis- packed up and all these blankets done," he said instead of a response " m

AIG offers loss control program for EPL risks
mation on EPL Pak Premier is avail- $50 per calendar year per insured for and offers discounts on materials

PRODUCTS & SERVICES able from local AIG offices or at ac- covered health-screening tests purchased through Vision Care Ad-
cess azg com PS Critical Care Specified Critical vantage, another network of partici-

Illness Insurance is the newest addl- pating providers

NEW YORK-American Interna- training efforts The training pro- Underwriting text revised tion to Unum's Workplace Benefits "With the rising need for vision
tional Group Inc iS offering its poll- gram can be customized for supervi- portfoho, which is available to em- care coverage, a comprehensive
cyholders EPL Pak Premier, a spe- sors and employees, as well as for MALVERN, Pa -The Insurance ployer groups of 100 or more hves managed vision care plan is an in-
cialized loss control program that blue-collar and white-collar work Institute of America has pubhshed For more information, visit creasingly essential part of employee
complements its employment prac- environments the second edition of its "Underwnt- www unum com benefit progmms," said Gerry Wyn-
tices liability insurance EPL Pak Premier also offers a ing Pnnciples" text dorf, president of AIG Life Cos

The product features a Web-based wide Iange of other services, includ- The book is one of two that serve E-risk liability coverage (U S) "We designed these products
training program designed to help 1ng the HR Comply Employment as the basis for AU 65, a course in to meet these needs and to enable

sensitize employees to potential lia- Guide, an Internet-based human re- the institute's educational program MORRISTOWN, N J -Crum & employers to provide comprehensive
bility exposures arising from Title source comphance system, an Initial leading to the Associate m Commer- Forster is offermg coverage to pro- benefit packages to their employ-
VII of the Civil Rights Act of 1964, legal consultation with labor and cial Underwnting designation The tect businesses from hablhty risks ees"
the Americans with Disabiltties Act employment attorneys, an employ- other text lS "Commercial Under- emerging from use of the Internet AIG Life Cos (U S) consists of
and other discnmination laws ment practices self-audit guide, and writing Property " and e-commerce AIG Lie Insurance Co of Wllming-

The training program, Title VII employment practices seminars The revised text, a 167-page soft- EComLiability, an optional en- ton, Del, and American Internation-
Plus, addresses key employment The product is provided at no cost cover, covers underwriting funda- dorsement to Crum & Forster's com- al Life Assurance Co of New York
practices and provides a way to doc- to AIG pollcyholders that purchase mentals for commercial underwnt- prehensive general hability pohey, For more information, contact the
ument the effectiveness of employee certain EPL coverages More infor- ers Its five chapters cover an intro- expands the insurance to cover in- AIG Life Cos (U S ) Accident &

duction to underwriting, the organi- jury to information and to Web site Health Marketing Department at
zation of business enterprises and content as well as loss of use Web 800-416-3797
the general underwnting concerns of site information owned by others
insunng them, account decision- but in the care, custody or control of Warehouse cover broadened The Board of Directors of making, how financial statements the policyholder also iS covered,

Cunningham Lindsey U.S., Inc. are used to evaluate an account, and among other nsks NEW YORK-Atlantic Mutual

the underwriter's role in pneing EComLiability introduces new Cos has broadened its warehouse le-
is pleased to announce the "Underwriting Pnnciples" costs definitions for the terms "electronic gal hability coverage

"I appointment of Fand Nagji to $44 plus shipping The text can be commerce" and "mformation" to "Just-in-time manufactunng/in-
orderedbyphoneat 800-644-2101 or frame the expanded coverage in ventory and the ever-increasing so-

President and Chief Operating fax at 610-640-9576 Orders also can terms that relate to Internet actwity phistication of logistics has dramati-
Officer, U.S. Operations. be placed by e-mail at cserv@cpcuz- "E-commerce and the use of the cally changed the way warehouses

ta org, or from the IIA's Web site at Internet create new busrness oppor- operate," said Raymond Martino, vp
WWW aicpcu org tunities, yet, at the same time, ex- of the insurer's manne insurance di-

A graduate of New York pose busmesses to new liability vision In a statement announcing

I University, Mr. Nagji has held a Supplemental care cover risks," said John A Traynor, vp of the changes, he said that it is "essen-
##mi - marketing at Crum&Forster, in a tial that their coverage reflects these

number of senior roles at CHATI'ANOOGA, Tenn -Unum statement "These enhancements modermzed needs "

Cunningham Lindsey, most recently, Chief Corp is offerlng employer clients an were designed to fill specific cover- Among the enhancements is one
opportunity to provide employees age gaps on traditional general ha- that provides up to $10,000 m cover-

Information Officer & Senior Vice President, world- with a supplemental health plan bihty pollcy forms " age for debrls removal even when re-
that pays the direct and indirect More information about the new lated to an uninsured loss Coveragewide operations.
costs associated with serious, life- product iS available from regtonal up to $10,000 per occurrence is in-
threatening conditions offices of Crum & Forster, which is a cluded for uncollectible storage

Cunningham Lindsey B an Independent insurance The coverage pays a lump-sum unit of Fairfax Financial Holdings charges, and an additional $25,000
benefit upon diagnosis of a covered Ltd, and at www cfms com of coverage is provided for pollutant

services company, providing a wide range of inde- specified critical illness, mcluding rennoval

pendent claims adjusting, appraisal and loss man- heart attack, stroke, maior organ Vision care benefits Enhancements to coverage that
transplant, end-stage kidney failure, protects policyholders m legal pro-

agement services through a network of 3800 permanent paralysis due to accident NEW YORK-AIG Life Cos ceedlngs were added to include cov-
employees in 350 offices worldwide. and coronary artery bypass surgery (U S) has mtroduced a new vision erage for prejudgment interest

In addition, employees who pur- care insurance program that pro- awarded against the insured, de-
chase PS Critical Care Specified vides covered employees with two fense costs and other expenses Cov-
Cntical Illness Insurance may elect levels of coverage-Vision Manage- erage also is available for those poh-

Cunningham the Cancer and Carcinoma in Situ ment Service and Exam Plus cyholders with "appropriate inven-
Rider, which pays additional lump Vision Management Service pro- tory controls" to cover the unex-

OLindsey sums for diagnosis of cancer and of vides comprehensive vision care cov- plamed disappearance and shortage
carcinoma in situ Family coverage erage through a national provider of goods
options are also available, and a network Exam Plus covers one vl- More information is available *
Health Screen.ng Benefit provides mon examination every 12 months www attantlemutwal com m *;
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OPINIONS

Consider all causes of RSI
4 if any, employers are likely to follow the lead
of The Burlington Northern & Santa Fe railroad
and soon begin testing workers for a genetic pre-

disposition to carpal tunnel syndrome, but the contro-
versy over the causes and origins of this disorder is not
about to go away.

We cannot recommend the use of genetic testing by
employers and insurers for this-or any potential future
ailment-as a means of avoiding a claim. Such testing
discriminates based on a future disorder that may not
occur.

But we can sympathize with the motive behind the
testing. We believe that BNSF, like many other employ-
ers, was seeking proof that it should not be liable for the
full cost of treating and compensating this disorder
when it may bear little or none of the responsibility for
its occurrence.

That may be an unpopular inclination, because there
seems to be an assumption, not fully supported by fact,
that simply because a worker suffers from carpal tunnel
syndrome, the condition must be caused by workplace
conditions. That same thinking underlies the Occupa-
tional Safety and Health Administration's overly broad
penalties for ergonomics problems.

Such an assumption ignores the fact that many peo-
ple engage in potentially harmful repetitive motions
during recreational activities such as sports or hobbies.
It ignores the notion that such a disorder could be
caused by a previous accident or injury, or by congeni-
tal defects. It ignores findings that thyroid disease and
even pregnancy may aggravate the disorder. It ignores
studies that cast doubt on the causal link between work

activities and carpal tunnel syndrome. And, yes, it ig-
nores research that suggests there is a genetic marker in
our chromosomes for one form of carpal tunnel syn-
drome.

When the news of BNSF's tests to identify this genet-
ie marker was reported in the general media, the com-
pany was quickly attacked by some as trying to deny
benefits to workeri, who were cast as the victims of a
genetic malady that is beyond their control. But if the
condition is beyond the workers' control, does it not
stand to reason that it is also beyond an employer's con-
trol?

Critics of BNSF-and of business opposition in gen-
eral to being held liable for so-called ergonomic in-
juries-fail to recognize the stakes involved in making
the employer solely responsible for these ailments. If an
employer is presumed liable for these repetitive strain
injuries, the employer is then liable, under workers

1

111_
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compensation statutes, for 100% of the cost of treating
the worker, in addition to wage-loss benefits and, possi-
bly, permanent partial disability benefits. That hardly
seems fair if a worker's injury could just as readily have
been caused by some factor other than his or her job.

That is not to say that there are no jobs in which
repetitive tasks cause injury-or that an employer does
not have a responsibility to provide a safe workplace
and to minimize the risk of RSI to its workers. Work-re-

lated activity is, of course, a leading source of this con-
dition, but by no means is it the only source. And even a
work-related claim may result from the occupational
aggravation of an existing injury, rather than develop
as an original injury.

If the causes and incidences of carpal tunnel syn-
drome are as widespread beyond the workplace as they
appear to be, employers cannot afford to discriminate
against employees who may be at risk of this condition,
or who develop it while on the job. It would not be un-
reasonable, therefore, for employers to meet some of the
costs of treating this disorder, just as group health care
plans provide benefits for heart disease, cancers and
other ailments.

But, unlike those other ailments, employers are, in
general, bearing the full cost of carpal tunnel disorders
alone. That would seem to be as unfair as discriminat-

ing against injured workers.

LETTERS -

Federal regulation would invite hassles
To the editor: I have managed to pick

myself up from the floor. I was only
slightly injured after laughing myself out
of my chair after reading the Feb. 19 edi-
torial, "Consider Federal Regulation."

Surely, your magazine has never un-
dertaken a thorough review of the federal
regulations imposed on the securities in-
dustry in the United States, or you would
never have seriously proposed federaliza-
tion of insurance regulation.

Line up any insurance agents that read
your magazine with a copy of the Nation-

LETTERS TO THE EDITOR

Business Insurance welcomes letters to

the editor. The section is intended to be afo-
rum for readers' opinions and comments.
We reserve the right to edit lette,s for clari-
ty or space. We will not publish unsigned
letters, Please sendvour letters to Letters to
the Editor, Bwiness Instirance, 740 N. Rush
St„ Chicago, lit. 60611,·fam: 312-280-3174;
e-mail: pwinston@crain. com

al Assn. of Securities Dealers' Sanction

Guidelines. You may have to hire some-
body to read and explain it to them, be-
cause many of the concepts will be alien.
Those insurance agents who also have Se-
ries 7 licenses to sell securities will have

an inkling of to what I am referring.
You also may have to explain the regu-

latory and civil liability of a supervisory
principal.

I would like you to poll a few regional
sales managers or officers and see how
enthused they would be about being the
target of a sales practices investigation,
such as those conducted by the securities
industry. While it is not impossible for
state insurance regulators to investigate
sales practices, most would not look past
the agent allegedly involved, In the secu-
rities industry, however, it is much more
likely that local managers and regional
managers will be charged, and I do mean
"charged," along with the agent.

No doubt one set of federal regulators
will learn quickly from another in such a
related field. In the securities industry,

the self-regulatory organizations-such
as the NASD and individual securities

and commodities exchanges-=charged
with enforcing federal securities laws de-
fer to one another to avoid duplication of
investigations. It seems likely a federal-
ized regulatory scheme for insurance
would often find itself side by side with
securities regulators, and formal or infor-
mal deference would be practiced.

Standardization of the rules would

likely follow, resulting in insurance
agents forced for the first time to learn
the pleasures of New York Stock Ex-
change Rule 405, words like "suitability,"
and limitations like "investment objec-
tive." No longer would these concepts be
reserved for the securities industry. No
longer would merely allowing the pur-
chaser a few days to "examine the policy"

be any sort of defense. The agent would
have to make and be accountable for in-

surance product recommendations to
clients.

Insurance agents who already hold se-

See Letters on page 19
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Defining good insurance claim programs
Quality of claim programs can be

important part of companies' success
By Corby Pelto

y grandfather immigrated to the United

M States just before the outbreak of World
War I. Barely able to speak English, he was

drafted into the U.S. Army and was sent overseas,
where he earned his citizenship on the battlefields of
France. He knew very little about the country he
was fighting for, but he risked his life as an
investment in his future.

My grandparents raised my mother and her
siblings through two

.

world wars and the

Great Depression.
Although they never
had a lot of material

wealth, they were
experts on the topics of
human investment and

resourcefulness. I still

* remember my

grandmother in
particular responding

f to family situations
with comments such as,

"Well, you get what
you pay for" or "You only get back what you put

in." There were few excuses that would satisfy these
two survivors. The road to salvation and reward was

through hard work and investment, pure and simple.
As I apply my grandmother's words of wisdom to

my experiences in the world of insurance claim
administration, I can't help but wonder about the
potential that we would have in this industry if
clients, brokers and claims administrators were to

do a better job of working together and in making
the necessary investments to deliver quality claim
programs.

I have managed, designed, consulted, sold or
implemented claims programs for many clients over
the years. During my 14-year career in both the
insurer and third-party administrator environments,
I have seen some common threads within the fabric

of good claim programs that were not evident in
poor or underperforming claim programs. Pure and
simple, successful commercial claim programs show
signs of strong investment in critical factors that
drive operational success, whereas poor-performing
claim programs do not.

The financial impact to a business that has a good
commercial claim program vs. a poor one can be
staggering. I have witnessed swings in incurred
results that number many millions of dollars as a
result of either the positive or negative impact of a
commercial claim program. Along with the financial
impact, a company's image and reputation among
customers, government regulators and insurance
industry professionals can be affected by the quality
of these programs.

Here are some common traits that distinguish
good commercial claims programs from the poor
cp-es:

• Business relationships.
The good commercial claims programs that I have

witnessed invested in the business relationship
through a commitment to core values and teamwork
between client and vendor. These programs were
committed to values such as mutual respect, trust,
empowerment and continuous improvement. In
many examples, the client held weekly meetings
with the claims staff. One client did this every
Friday morning over doughnuts and bagels.

An of the successful claim programs that I have
seen have invested in some type of celebration and

recognition when successful results were delivered.

Indeed, the claims staff in these programs were very
dedicated to their clients. In some cases, they seemed
as dedicated to their client as to their own employer.

Building and maintaining a strong business
relationship requires mutual agreement and

commitment with respect to expectations, objectives
and core values.

Neither party wins when a relationship sours. S»

Neither party serves the best interests of their

employer when they allow a business relationship to
deteriorate.

Successful commercial claims

programs show signs of strong
investment in critical factors that drive

operational success, whereas poor-
performing claim programs do not.

• Effective model design.
I have been surprised over the years by the

occasional lack of investment in operation model

design within commercial claim programs. An
effective operational design addresses such issues as
staff levels, staff specialization, staff training,
agreed work standards, process and procedures,

span of control, quality controls, applied technology,
geographical coverage and information
management. :

Good claim programs have an agreed staffing
model in place that enables the claims unit to
operate with sufficient people and resources to do

' the job. In every poor claim program that I have ever
seen, there was a poorly defined or supported
staffing model, which created excessive workloads
and other bottlenecks within the claims model.

Good claim programs make better use of their
staff than poor programs. A good claim model
enables things like training, quality assurance, and
procedures and measurements to actually occur.

• Leadership and program execution.
The good claim programs that I've seen have been

led by empowered managers who were both skilled
: in managing the technical requirements as well as in
managing and motivating people. The good
programs have managers who are empowered to act.
These leaders were analytical, focused on results
and operated with a sense or urgency. The poor
claim programs that I have witnessed did not
provide sufficient empowerment to act, and this
created bottlenecks and morale issues with the staff.

The poor programs either did not value strong
leaders or, in some cases, had difficulty retaining
them.

Good claim programs are able to make the leap
from measurement and analysis of current results to
benchmarking and goal-setting against historical
results.

Good claim programs are effective in focusing on
the "right" measurements and benchmarks, and
they were good at eliminating barriers to goal
achievement. The poor claim programs that I have
encountered were focused on inconsequential
measurements and objectives. They were not focused
on the critical components that would lead to the
best financial outcomes and quality results.

Good claim programs execute their business
models better than poor programs because they have
the right mix of in¢redients to succeed. Good elai>n
programs have strong client partnerships, they have

sufficient staff and resources to do the job, and they
have leaders who are effective in moving people and

processes toward winning objectives.
In addition, good claim programs invest in the

design and implementation details of the claims

program. They know where they have been and have
a vision of where they should go. They know their

numbers and see the big picture of how success is
dependent upon interdependent relationships and
interrelated variables tied to model design and
program execution. I notice time and again that
good claim programs focus on the right objectives at

the right time. They do a lot of little things that poor
programs do not.

• Claims operation environment.
The good claim programs that I have witnessed 4

work in reasonably comfortable offices, and both "* Z
client and claims administrator strive to maintain a

pohitive, professional and friendly work*
environment. *Br-

Both the client and claims administrator can

influence the claims operation environment. I recall

one situation where a client was allowed to yell at
claims adjusters on the floor in front of their peers,
and other situations where clients had insisted on

cutting costs by creating work environments that

were far below industry norms. Claims adjusters
will compare their environment to other industry
environments, and this factor affects staff

recruitment and retention. The winning claim
programs that I encountered made reasonable
investments in this area as well.

• Quality people.
As with many other industries, the insurance job

market is very competitive, and it has become

increasingly difficult to both attract and retain
quality veterans. It is more important than ever that

both risk managers and claims administrators agree
on strategies for retaining quality staff in the claims
unit. Exit surveys show that employees will either
stay with a company or leave based upon job
fulfillment and how their supervisor or clients treat
the employee. -

Good claims programs invest in quality selection
processes to ensure that the right person is hired for
a job. They offer sufficient training to their staff and
they demonstrate ongoing review of employee
performance. Good programs support employee
development programs that encourage continuous
learning and internal promotion opportunity.

Clearly, there are many challenges in
administering commercial claims programs in
today's increasingly litigious and regulated
environment. Even with the best efforts of clients,

insurance brokers and claims administrators; there
are challenges that can test even the best of claim
operations.

However, the successful commercial claim

programs that I have encountered are able to sustain
maximum quality results and a proactive and
enthusiastic effort from their staff because of the

way in which they designed and supported the
claims program.

Just as some sports teams sustain winning
traditions year after year, commercial claims
operations can sustain ongoing success by
supporting the winning behaviors and critical
components that I mentioned above.

It is fun to work in winning operations, but
successful outcomes require some investment in
thought, teamwork and resources. Just as my
grandparents taught me, "you get what you pay
for," and sometimes, "you only get back what you
put in."

Corby J. Petto is vp and national liability practice
leader for Sedgwick Claims Management Int. in Eden
Prairie, Minn.
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Health care industry needs to refocus
M * By Joe Paduda %,

 f there is an industry that escapes comprehension, it isthe U.S. health care system. With the possible
exception of pharmaceutical companies, no one

involved in the health care system-whether they are
health care providers, employers, patients or suppliers-is

happy with the present system.
And they are all blaming each

 other.
1 Employees' ability to choose

, among health plans has
4' «D'* decreased while their out-of-

pocket cost for health care has
increased. Employers, faced with

ip. b 1/1 costs that are once again rising
at near double digits, are
increasingly frustrated with

0  their insurers' inability to control
health insurance premiums. Insurers are trapped between
consumers' desire for broad access to providers and
minimal intrusion into the provider/patient relationship
and employers' demand for better cost control and less
administrative work. Health care providers appear to be
winning the battle for less-intrusive medical management,
but this victory is balanced against increasing pressure on
provider prices.

Why, after 15 years of managed care, are we right back
to where we were in the mid-198Os? Premium increases are

once again four times the overall rate of inflation. Provider
directories for all but the most rest:rictive HMOs once again
resemble the Yellow Pages. Consumers face increasing
costs and less choice of health plans. What happened to the
promise of managed care?

We are in this mess again because leaders of the health
caip payer and provider industries have been trying to
solve the wrong problem. The problem is not how much we
pay, but rather what we are paying for. We have failed to
define the "product" we want to buy, and because we
haven't, all we can do is ask for the process to be done
cheaper. Moreover, this failure has caused confusion
among the parties involved. Because the participants
haven't specifically said what will be delivered, we each
have our own interpretation of what that should be-and
these interpretations all differ.

To meet our own interpretations, we have developed
unique ways of addressing health care. Payers came up
with highly effective tools to select risks, micromanage
health care providers, audit bills and mduce

reimbursement. Providers forced the adoption of new
technology and new procedures long before their efficacy
was validated, and they used their influence with
consumers to fight payers' attempts to ensure that the care
that was delivered was appropriate, necessary and cost-
effective. All parties to either increase reimbursement or
Ipduce it have spent billions of dollars.

Another area of intense interest has been process
measurement. As an industry, we now monitor hospital
bed days, types and locations of surgical procedures, per
member/per month costs for pharmaceuticals, specialty
care and therapies. We analyze patient demographics,
evaluate the type of care delivered according to the type of
physician reimbursement and study the ability of nurse
practitioners vs. physicians. We know more about what we
spend for health care and where each dollar goes than we
ever have.

Many employers can tell down to the penny what a
hospital day costs in each of their locations, what an
average prescription costs and how long the average
insured is in therapy. What they can't tell is what they get
for all their health care dollars. Employers, consultants and
regulators have become completely focused on the process
and the cost of health cam and not the result. Immersed in

the detail of the health care system, we have forgotten how
to be intelligent buyens.

We have become so caught up in the analyzing,
infighting, politicking and name calling that we have
neglected to step back and ask the real question: What do
we want to get for our investments in health cam?

Recently, some employers and regulators detided that
we need to be able to measure "quality" in health cam, The
drive for quality promised that managed care
0Iganizations would be judged based on the quality of the
care they delivered. While many large employers and their
buying coalitions demanded that health plans produce
data in a standardized form selected by the employers, few
have actually used that data to evaluate or select their
health plan. In fact, a 1997 KPMG study of 1,502
employers reported that only 10% viewed accreditation of
a health plan as important, and only 1% of employers
actually gave health plan qualitydatato employees as part
of the enmllment process. So much for quality.

If we am to bring any rationality to health care, we have
to first define what we want from the system, then figure
out how to measure that result, determine how best to
deliver it and finally come up with the best possible means
to pay for that result.

Ipropose that what people and employers all want from

their health care system is quite simplk People want to be
fully functional and able to perform the tasks that are
required of them by their families, employens and
avocations. Employers want healthy, fully functional
people that are on the job as much as possible, producing
as much as they can, for as long as they can. That's it.

The largest single problem facing most of the nation's
employers is not how much they pay for health care, but
how can they continue to increase output through
improved productivity. With the national unemployment
rate at a 30-year low and areas of the country experiencing
all-time lows in unemployment, employers just cannot find
enough quAlified candidates. Therefore, they have to
maximize the amount of return they get on their
investment in the people they have. That investment, in the
form of training, salary, benefits and other compensation,
must be examjned to determine how best to maximize the

return, in terms of productivity, from the dollars allocated
to each area.

Some larger employers have begun that analysis. A few
employers have gone beyond analysis and addlessed
components of the issue by aggressively managing all
disabilities or taking other incremental steps. But even
these leaders have yet to make the leap from efforts to
reduce absenteeism and increase workforce availability.
They now need to understand that the critical element in
their health benefit decision-making process must be the
impact on workforce productivity of the proposed benefit
plan and the providers delivering that plan.

At its core, a health benefit plan should deliver healthy,
fully functional people and enable those people who are
not healthy to mturn to and maintain the highest possible
level of health and functionality.

Until health plans and providers am made to understand
that employers and individuals am willing t:o pay for
results and not process, they will continue to quibble over
what process gets covemd at what rate for whom in what
setting. At that point, payers will be content to let the
experts handle the process, as long as they get the result
they want. We can look forward to intelligent, constructive
discussions over how to get it done, instead of today's
rancomus and unproductive screaming match among
parties who haven't even thought to ask, "What is it we are
trying to deliver?" m

Joe Paducta, a workers compensation and managed care
consultant, is a principal of Health Strategies Associates,
based in Madison, Conn.

8th Circuit interprets CGL business risk exclusion
he 8th U.S. Circuit Court of Appeals ruled that,under Michigan law, "business risk" exclusions in a

commercial general liability inslmance policy
applied to the policies'"completed operations" and
"pmducts" coverage.

Turbine Conversions Ltd., a Michigan company, sold two
turbine engines and conversion kits to Cartiar Flying
Service of Arkansas. Turbine completed the conversions
and returned the converted airplanes to Cartillar in
Arkansas. Shortly thereafter, the converted engines
suffered catastrophic failures.

Turbine was covemd under a CGL insurance policy
issued by Reliance National Insurance Co. The policy
covered property damage to which the insurance applied.
However, the policy also contained three "business risk"
exclusions:

•Property damage to Turbine's products,
•Properly damage to workperformed by Turbine.
•And damages to Turbine's products or work completed

by Turbine.

Cartillm· sued Turbine for breach of warranty and
recovered a substantial judgment for damages to the
engines. However, Turbine's inSUIEr, Reliance, brought this
action seeking a declaration from the court that its liability
policy did not cover these damages. The trial court agreed
with Reliance. Turbine and Carllar appealed.

The appellate court agreed that these exclusions applied
to each 6f the coverage parts of the policy. According to the
court, the products-hazard and completed-operation

LEGAL BRIEFS

provisions were not intended to cover damage to the
insured's products or work projects out of which an
accident arises. "The risk intended to be insumd," the court
said, "is the possibility that the goods, products or work of
the insured, once relinquished or completed, will cause
bodily injury or darnage to property other than to the
product or completed work itself, and for which the insured
may be found liable." Thus, the court agreed that
Reliance's policy did not cover Turbine's loss.

Reliance National Insurance Co. vs. Hatfield, 8th U.S.
Circuit Court of Appeals, October 10, 2000 (BI/05/M-$10).

Van not 'artificial member' under policy
The term "artificial member" in the workers

compensation law did not include the entire cost of an
injured worker's wheelchair-accessible van, according to
the Court of Appeals of New Mexico.

Bunny Fogelman was injured in 1982 in a work-related
automobile accident that paralyzed her in both legs and
both arms. Her employer furnished her with a modified
van. In August 1998, Ms. Fogelman filed a claim alleging
that she was in need of a new vehicle because her old

vehicle was breaking down. The employer denied any
responsibility for providing a mplacement vehicle. The

employer asserted that a specially equipped van was not a
"medical expense."

Ms. Fogelman responded that she was not seeking the
van as a medical expense, but rather, as an "art:ificial
member." The workers compensation judge ruled that the
employer's responsibility was limited to the modification of
the van to make the van usable by Ms. Fogelman. She
appealed.

The appellate court noted that the issue naised here was
one of first impression in New Mexico. FurthermoIe, the
court noted that a 1937 amendment to the state workers

compensation law required employers to furnish arlificial
members to injured employees. The appellate court
concluded that the legislature intended "artificial member"
to refer to prosthetic devices that are attached to, or used in
immediate proximity to, the injured worker's body.

The court said that it would distort the words employed
by Lhe Legislature to construe "artificial member" to
include the entim cost of a wheelchair-accessible vehicle.

The decision denying recovery was affirmed.
Fogelman vs. Duke City Automotive Services, Court of

Appeals of New Mexico,March 14,2000, Certiorari Denied
May 2,2000 (BI/01/M.-$10).

These abstracts were prepared by Mayo H. Stiegler.
Copies of these decisions are available, at $10 each, by
sending a check payable to Mayo H. Stiegler, to Business
Insurance 740 Rush St., Chicago, IU 60611-2590. Provide
'the listed number for each opinion ordered.
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GLOBAL BRIEFS Clashes prompt look at risks
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rating outlook for the Nordic nonlife in- er Anel Sharon visited the Temple aRK.
L -lithy. -

surance industry Despite weather-re- Increased polltical tension and Mount, a site in Jerusalem that is

r
lated losses in 1999 that also fed into escalating violence in the Middle held sacred by both Jews and Mus- -v '· r '1
losses for some insurers last year, East since September, coupled 11ms e ., .

Moody's said there were few surprises with shnnlang capacity for pohti- Protests and fighting since then
on the balance sheets of the major cal risk insurance, are forcing have resulted in hundreds of fatah- «'0
Nordic insurers for 2000 Moody's noted Western companies in the region to ties, and the election of Mr Sharon
that strong brands and high industry look more closely at the risks they as prime minister earlier this f;
concentration were barriers to foreign face month has not stopped the violence
competition in the Nordic property/ca- Insurance brokers and under- so far Mr Sharon, who defeated
sualty marketplace Standard & Poor's writers note that while pohtical Prime Minister Ehud Barak ma =, , 14{(Eip « .

Ltd in London announced a stable out- nsk coverages are available, some landshde, has been trymg to bulld a j24 1 ir
look for the Norwegian nonlife insur- insurers are wary of increasing new government and defuse ten- '--7 +41

/7 i

AG-,C  :'-vU« 4€.-5-
ance market, following rate improve- their exposure in some areas sions in the region

- n

ments But S&P said that stabihty could Flghting in the Middle East, par- The US Department of State 4 -_,<r-- - C

be threatened this year if the global ticularly between Palestuiians and has warned travelers that the West
economy continues to deteriorate and Israehs, has increased in some ar- Bank and Gaza areas are unsafe,  -
price competition re-enters the mar- eas since last year, creating uncer- but businesses such as tour orga- PHOTO NEWSCOM

ket Mark Wood has resigned as chief talnty for companies operating nlzers continue to enter Israel Israeli soldiers clash with stone-throwing Palestinians in the
executive officer of AXA S A 's U K op- there, mdustry observers point out See Mideast on next page West Bank city of Hebron earlier this month.
erations Mr Wood will Join Prudential
P L C as head of its U K and European
insurance business in June Internet

crime is a major challenge for the insur-
ance industry, said Oliver Prior, re- Industry rankings issued Markets
search and development director of
London-based Willis Group Ltd Mr Shell named most environmentally responsible company
Prior said last week at a presentation at reforming
the Insurance Institute of London that By SARAH VEYSEY tives and audit practices, among other mat-
many new Internet-based businesses ters In addition, the surzey addressed the
lack the time and resources to consider Shell Transport & Trading Co , the U K occurrence of environmental incidents at a
fully the risks they face Insurance buy- arm of Anglo-Dutch oil giant Royal Dutch company, as well as its self-measurement of in Europe
ers must now discuss with their insurers Shell, is the Uruted Kingdom's most envi- environmental performance
ways to tailor Internet insurance prod- ronmentally responsible company, accord- The top 350 FTSE companies were invit- Deregulat.on m insurance markets in
ucts to their needs, he said Standard ing to a survey published last week by the ed to take part in the benchmarking survey, Cenial and Eastern European countnes
& Poor's has downgraded ltS public m- London-based industry group Business in and several privatel held companies also ts increasing, as many of the countnes
formation-based rating of AXA Insur- the Environment participated stme to meet European Umon member-
ance Singapore Pte; the Singapore arm The Business m the Environment Index of Multiline insurer CGNU PLC, whose ship requirements according to a StLdy
of French insurance giant AXA SA,to Corporate Environmental Engagement group chief executive, Bob SCOM, 15 a board )f the regton by Swiss Reinsurance Co
BB from BBB S&P said the downgrade ranked 184 companies, based on their re- member of Business in the Environment, For example, reforms providing for she
was the result of continued poor under- sponses to questions about environmental ranked seventh among all the companies Ereedom of establishment of foreign in-
wnting and operating performance and management and performance The ques- surveyed-the first time in the index's five- surers have been passed in all 10 of the
weakened capitalization due to restruc- tions covered companies' environmental year history that a financial seruces com- Jountries that are candidates for E U

turing S&P said this was partially off- policies, training, communication, objec- See Ranking on page 17 membership And state-owned monopo-
set by the group's strong market posi- ilstic insurers have been scrapped in
tion Wellington Underwriting P.L.C many of the countries, according to the
has forecast a profit for the 1999 and Environmental report cards repart by Swiss Re's economic research
2000 years of account The Lloyd's man- -lnlt

aging agency's three syndicates recorded
.

U K. companies ranked on Business in the Environment's Index
The cornerstones of reform in the in-

a profit of 2 71% of capacity for 1998, surance sector have been the abolltion of

the most recent year to close under Overall rankings for all participants Overall rankings tor FTSE100* companies state insurance monopohes, the deregula-
Lloyd's three-year accounting system Top five' non of market entry for foreign insurersTop live.
Capacity for the 1998 year of account A

and the establlshment of an effective su-

was about £555 milhon ($916 2 nullion) A Shell Transport & Trading Co Resources
A Shell Transport & Trading Co Resources pervisory framework for the insurance

Wellington said it expected the syndi- Scottish Power PLC Utility
industry," the Swiss Re report says

Scottish Power PLC
cates to make a profit of between 1% Util,ty But cross-border marketing of msur-
and 5% of capacity for the 1999 and British Energy PLC Utility ance pollcies is still not allowed m any ofJ Sainsbury PLC Non-cyclical services
2000 years of account Capacity for :he countries, and, in many of the coun-
those two years was about £398 5 mil- Severn Trent PLC Utility CGNU PLC Life Insurance tries m the region, price controls are stlll
lion ($661 3 million) and £429 4 million

J Sainsbury PLC
in effect for automobde liabihty policies,

Non-cyclical services
($641 1 million), respectively The i Bntmh Amencan Tobacco PL C Tobacco

the report says
Lloyd's market as a whole lS predicted i Bottom tive: ' Of the first-ware candidates for E U

 to sustain a loss for the 1999 and 2000 
Bottom tive

membership. Poland and Hungary are
years of account Groupama-(DAN has Airtours PLC

Bookham Technology PLC Telecommunications
Cyclical services the countnes that have been most sue-

been granted a nonlife license to do cesstul in brmgmg their insurance legis-WPP Group PLC Media
business in Vietnam The Paris-based ITNET PLC Infomiation technology lation in line with E U standards," t he

insurer is only the second wholly for- Reiters Group Media report says
eign-owned nonlife insurer to receive COLT Telecom Group PLC Telecommunications

such a license The first was Munich- ARM Holdings Information technology Copies of the rep,Jrt, "Insurance Indus-Chrysalis Group PLC Cyclical services
based Allianz A G Holding Nicholas W

COLT Telecom Group PLC Telecommunications try in Central and Eastern Europe-Cur-
Prestige wtll join SCOR S A on March 1 Informa Group PLC Cyclical services Tent Trends and Progress of Preparatnons
as the national manager for SCOR Bum- *22 FrSE100 companies declined to take part m The survey

Source Business m the Environment for E U Membersh,p," are available at
ness Solutions in the United Kingdom www swissre com

Formerly, Mr Prestige was a member of -By Gaum Souter
the alternative risk division of Cologne
Reinsurance Co His appointment is m-
tended to reinforce the position of the Chinese Web disruption not coveredParis-based reinsurer SCOR in the Lon-

don market, the group said Georges
Valckenaere has been appointed adviser By DAMIEN TOMLINSON damage is under investigation, and repair of pursuing insurance coverage, Mr Bassett ad-
to the chief executive officer m the field the cable is expected to take several weeks vised

of insurance and bancassurance of For- SYDNEY, Austraha-Lost business result- In China, access to international Web sites "Coverage for offshore data cables would
tis AGSA of Brussels, Belgium, and Ing from the recent severmg of an undersea In- remains slow, as Internet service providers take serious negotiation, because they are an
Utrecht, Netherlands Mr Valckenaere, ternet cable off Japan is unhkely to be covered have tried to divert online traffic through unknown to underwnters," he said "Some
formerly the CEO of Fortis Internation- by Insurance satelhtes and other data cables wordmgs cover land-based utihty disruption,
al, will advise the group's CEO, Anton Even if the affected companies had insur- While no Austrahan busmesses with opera- such as electricity or water, but I haven't heard
van Rossum, on its insurance strate- ance for Interrupted Internet access, high de- tions in China have reported difficulties wlth of any cover for Internet cables, even if you
gy Detailed guidelines on the imple- ductibles and minimal indemnity periods communication hnks, Mr Bassett said it would could class that as a 'utillty
mentation of the LMP2001 London mar- would limit any such coverage, said Stuart be rare for any to have purchased coverage, If brokers were able to negotiate extensions
ket standards proposals were published Bassett, director of Sydney, Australia-based mainly because such insurance 13 not readily to existing pollcies for computers or computer
last week The proposed LMP2001 Marsh Risk Consulting Pty Ltd, an Australian available The Internet, he said, is still a "new" networks underwriters would likely make
guidelines, developed by a steering com- subsidiary of Marsh Inc nsk, and underwriters tread cautiously when it those policies difficult to trigger, Mr Bassett
mittee overseen by the Lloyd's/Interna- Milhons of people in China have been cut off comes to writing specialty coverages said ' There would probably be a lengthy time
tional Underwriting Assn mint forum, from the Internet since the cable, which hnks Risk managers whose businesses rely on In- deductible, and then the indemnity period
are available at www lmp2001 com Shanghai to the West Coast of the United temet access are better off putting their efforts mightonly be 15 to 30 days," he said

States, was severed Feb 9 The cause of the rnto finding alternate service options instead of See Cable on next page
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Mideast Still, ACE writes a considerable media "Unless you're there," he said, tect against the national government "nationalize mdustnes," he said
amount of polltical nsk coverage in "you don't have a full appreciation confiscatlng your assets What has Lloyd's of London also is a malor
the Middle East, said Mr Gressier for what it's really hke" tended to happen since the end of the market for polttical risk coverage, and

Continued from premous page "We provide cover in the Middle When sending groups, the orgam- Cold War is that polltics is less clear several Lloyd's-based businesses are
"One of the things about Israel lS East-war and terronsm coverages, zation takes safety measures such as cut, and there are gray areas So thts active m the Middle Eastern polltical

that it is quite industnallzed already, especially-for airhnes and shipping keeplng "paricipants m areas where land of cover would include things and terronsm risk marketplace
so lots of Western countries want to We have lots of exposure " secunty is good and advising against like the government revolong your 11- In 2000, Lloyd's denved about £60
export there or have assets there It is Some companies m the reglon are golng certain places," Mr Nasitir cense to build something or operate milhon ($89 6 milhon) in total prerm-
an unstable area, but lots of Western taking precautions, however Several said something," she explained um volume from Israel for all hnes,
companies want to be there-there lS large U S corporations withdrew Companies seeking insurance cov- "The second type is contract frus- meludmg polltical nsk, spht nearly
high demand but hmited capacity, so personnel from Israel after the neigh- erage for mvestments m the Middle tration If you are mvesting m con- equally between direct insurance and
it iS difficult," said Alex Gordon- borhoods m which the companies East do have options For example, tracts on foreign soil when a company reinsurance, said the market's Israel
Shute, marketing manager at Lloyd's were located became the targets of business interruption is a key cover- can't pay you, that is a credit nsk," representative, Alexandra Fans
of London-based insurance group terronst attacks, said Josh Mandel, age for those companies that have in- she said "The assumption behind But Lloyd's has restrictions on the
Hiscox PLC and a former polltical research analyst-Mlddle East and terests m Israel and surroundlng ar- contract frustration polltical risk in- polltical rlsk business it wlll assume,
rlsk underwnter "Israel is a riff,cult North Africa at Control Risks Group eas, said Damel Riordan, the Wash- surance is that a government can al- said Mr Gressier While terronsm
temtory The political situation has Ltd, an mternational polltical rtsk ways pay-they can always prmt coverage is often Included in property
pretty well always been unstable," consultant based m London more money if they want-but if they insurance proBms, coverage for war
she said In addition to safety nsks posed to &One issue in the chose not to, then that is a political risks is strictly regulated by Lloyd's

Despite the increasing violence in their employees, some other compa- decision" rules, he said
recent months, London-based pohti- nies have felt the economic effects of political risk market at But Ms Gordon-Shute warned that "Lloyd's regulation prevents you
cal and credit rlsk insurance broker grassroots boycotts of their products, the moment is capacity is shrinlang "One issue m from placing war (nsks) m a proper-
Berry, Palmer & Lyle said it has not Mr Mandel said the pohtical risk market at the mo- ty program It was onglnally exclud-
seen a big increase m demand for cov- For example, Egyptian activists la- capacity,' says Alex ment is capacity Especially smce the ed after the Spanish Civil War, when
erage in the Middle East beled several U S companies "Zionist Gordon-Shute. renewal season was so tight, capacity carpet bombing led to massive dam-

Perhaps surprisingly, there is not a supporters" of Israel and instigated for polltical risk is shrinlang," she age, and London became very wor-
great deal of demand for covei m Is- unofficial boycotts that have "gone on said "So you might find that insurers ned about its solvency," he said "So,
rael," said Anthony Palmer, market- longer than expected, affecting prof- are full m certain temtones and wall war and civil war became excluded
1ng manager for BPL "There is some 15 drastically," he said ington-based senior vp/managing di- only take on the risk if there is a from most pollcies About three years
*ohtical nsk) business being done London-based supermarket chain rector of Zunch Emergmg Market spread So, sometlmes, there might be ago, the regulation was amended to
there," but events such as the recent J Samsbury PLC has found itself Solutions, a unit of Zunch US that a question of whether you can get allow war cover, but it is still restrid-
flare-ups of violence in Israel don't the target of such an unofficial boy- underwntes pohtical risks A business coverage at all " ed War cannot be underwntten as

tend to have a significant impact on cott m recent months, as protesters Interruption pohey can also cover In general, banks and other fman- part of a property pohcy"
the polltical Ilsk marketplace, he said demonstrated outside its store in losses caused by a boycott, as well as cial institutions are more eager to Also, it has to be a cross-border
"Chents tend to look at transactions Cairo, Egypt The pIotesters claimed losses due to reduced tourism, he ex- lend to mvestors that have political nsk," Mr Gressier said For example,
and projects, they don't have a knee- that the supermarket chain had Is- plained rlsk insurance, said a spokesman for you can't Insure aUK company for
jerk reaction to, say, a bomb going raell sympathies, a charge Samsbury Zurich offers coverage that protects the Ovenseas Private Investment assets m the UK"
off," he explained vehemently denied Sainsbury has de- agamst the repercussions of pohtical Corp,aUS government agency that And war coverage must not make

Israel's geography may also play a med reports that the protests prompt- violence, such as nots, war and sabo- offers polltical risk insurance to up more than 5% of a Lloyd's syndl-
role, one underwriter noted ed it to consider pulling out of Israel, tage, for up to one year, he said American businesses cate's book of business, he said

"In Israel, lots of the violence is very but the cham has admitted it is re- Companies settlng up operatons m If you are a company looking for a "One area where more wai bum-

localized, and industry and manufac- viewing its Mlddle Eastern operations political hot spots such as thJ Middle (long-term) Investment and you're ness is wntten is m conjunction with
tunng has grown up where the trou- m the wake of the recent violence East are often advnsed, or even re- concerned about the political atmo- polltlcal rtsk pollcies-expropnation,
ble tends not to be," said Jacques Tourism, once a thrivlng mdustry quired, to purchase polltical risk In- sphere of a prospect, you're gomg to confiscation of assets, etc," Mr
Gressier, head of marine and special- in Israel, has been hit hard by the re- surance, terrorism coverage or war think twice about investing in that Gressier said "In these cases, lt lS
ty lines underwnting at ACE London, cent troubles Although tourism in Is- rlsk coverage by the banks that pro- area," he said mamly bank-dnven Banks aren't go-
a unit of ACE Ltd "Industries tend to rael was up by 31% in the flist half of vide them capital, say political risk OPIC focuses on long-term invest- Ing to direct Investments Into areas
be where the people aren't Demo- 2000, according to the Israeh Ministry experts ments, with a minimum commitment where there are bad nsks So, you'll
graphics are very important here " of Finance, the number of Incoming "Chents are tending to involve the of three years, and offers hmits of up pick up better risks and get a much

Furthermore, Mr Gressier said, the tounsts peaked m the middle of last polltical rlsk underwnters earher on to $200 milhon for any one project better spread of insk"
nature of the pohtical situation m Is- year and dropped 46% in October m the process of a project or contract The agency offers three types of pollt- Although terrorism coverage, in
rael is another reason that large cor- Despite U S government warnings because of their expertise," said Ms leal nsk coverage-pohtical violence, many cases, is written into property
porations and large areas of the coun- abozit the safety of the region, several Gordon-Shute When underwriters currency inconvertibillty and expro- programs, this nught change as the
try'S Infrastructure generally have not large U S -based organizations have are involved m the planning stages of pnation, the spokesman said The market continues to harden, Mr
been targeted by terrorists continued to run tnps there a project, chents can get more tailored first focuses on Inluiy to individuals Gressier said "In lots of cases, terror-

"It used to be a rule of thumb-and, Steven Nasitir, president of the coverage, she said Ms Gordon-Shute and damage to property due to acts of ism will be included in the property
I think, lt probably Still holds true- Jewish Federation/Jewish United noted that, because of the hmits such war, sabotage or terrorism It also in- program If you have a hard property
that if you are tlying to overthrow a Fund of Metiopolltan Chicago, trav- prolects may require, polltical risk cludes business interruption cover- market, it is more hkely that property
government, it is because you want to els to Israel several times a year and, pollcies are nearly always cus- age, where appheable The second underwnters will seek to exclude ter-
take power, so why would you want through chantable sponsorship, sends tormzed deals with losses when local currency ronsm, etc "
to destroy a country's assets? You look hundr eds of Jews to Israel He said There are several key types of pollt- cease to be convertible into U S dol- But when the market is soft, he said,
to seize power through the least dan- that the risks m Israel are nowhere leal rtsk coverage, she said "The most lars Expropriation coverage re- the underwnters might add terronsm
gerous means possible," he said near as great as depicted in the U S well known is confiscation You pro- sponds to attempts by governments to coverage to attract business m

D
ply But if it was caused by the rise

G-0 Cable and fall of the tide, it could be more
complex," he said

91k Continued from preutous page After an undersea cable hnking
1o A

Internet-based companies should Australia with Asia was damaged
have alternate service provisions in near Singapore late last year, Allan

6 0-AO A, OAO o. place as part of their daily nsk man- Horsley, managing director of Syd-

4 agement Mr Bassett said ney-based Australian Telecommuni-. 01. Be . 'e . -9 0-0, - cations Users' Group Pty Ltd, an
--

association of malor telecommumca-

Internet-based tions companies, advised risk man-
agers to implement backup plans for

Where Benefit Buyers CPCU®CICand IIA CompanieS 'mUSt loOk al Internet service provider failures
candidates Need Dental Care? their major risks...and plan Repairs on that cable took four

I guar-Nee you'||-lemowin less time with days, but the effect on Austrahan
The BurniGTYstom - oryouBney backl Check Out Our Dental Plans for when disaster st,ikes,' businesses was mmimal, said Stuart

Ray Burnham, BA CID,ac, Ale, Alm,*m Au, Aai, Are
19 Ever,4SBU*Ma*1«51550 says Stuart Bassett. Gray, a spokesman for the Sydney-

*1 1 . 1. * based telecommunications companyCall 1-888-BURNHAM Now! www.conceptdr.com
Telstra Ltd , one of 90 consortium
members that own the cable

"Companies must look at their "The most signihcant thing about
malor risks and dependencies and the event was that it highhghted theMake an Impacti plan for when disaster strikes Work need for business users, particularly
out how you would respond to dif- large Internet users, to understand
ferent scenarios," he advised the arrangement their supplier has

Advertise in B/'s "No amount of pre-planning or in place and establlsh their own
risk management wall prevent long- backup arrangements," Mr HorsleyProducts & Services Guide 312.649-5340 term loss of customer confidence said

and good w11 With a proper strate- Mr Gray said it was the individu-
gy, including communication and al users who were most affected by

Business Insurance® prompt response, much of the lin- the breakdown They experienced
pact can be absorbed more easily," slower connections, especially with
he said overseas Web sites, he said

If the coverage were available, Mr Telstra received no reports of major
, 'q Bassett said, it could take some time business losses from Nov 20 through

4 to establlsh the proximate cause "If 24,2000, the period when the cable
''. 4., «1 ..7# . i&':?4 the cable was severed by a boat, was affected, Mr Gray said, and Tel-

,,- . , · < -' -- w.91:9 claims w111 be processed more sim- stra received no claims in
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Vacation law under scruti ny Independents form
U.K. short4erm workers may become eligible for leave

By SARAH VEYSEY ments labor group that the 13-week re- :Global' network
In its law implementing this reg- quirement precluded any accrual of

LONDON-U K employers may ulation, the United Kingdom states that right in many cases
have to provide short-term employ- that workers do not acquire a The European Court of Justice Two brokers plan to enlarge alliance
ees with a paid vacation benefit or statutory right to annual paid leave will now consider the case and a
its cash equivalent if the European until they have been working for 13 Judgment is expected in about two LONDON-An international East member in the coming
Union upholds a recent legal opin- weeks rnonths network of independent bro- months
ion on U K employment law The Broadcast, Entertainment, According to an analysis pre- kerages that specialize in polit- "In our market we see being

The United Kingdom currently Cinematograph and Theatre pared by London-based law firm ical and credit risks is forming specialist, independent and
requires that to be ellgible for paid Union-a U K labor organization CMS Cameron MeKenna, the Euro- and seeking additional mem- global as the winning combi-
annual leave, or vacation benefits, that represents about 30,000 tech- pean Court is likely to concur with bers nation in terms of delivering
a person must be employed for 13 nicians mainly working on short- the advocate general's opinion London-based Berry, Palmer value to clients," said Mr
weeks term contracts in the broadcasting, "As the European Court of Jus- & Lyle Ltd and Walpole, Berry "We believe the Global

Antonio Tizzano, the E U advo- film and theater sectors-chal- tice mostly comes to the same or a Mass -based Export Insurance network will be unique in pro-
cate general, issued an opinion this lenged the regulations, claiming similar decision as the advisory Agency Inc last week in Lon- viding that combination," he
month that the U K law violates that the 13-week requirement was opinion of the advocate general, don announced their strategic added
the E U directive it is intended to unlawful BECTU said that since employers who employ workers on alliance, which forms the basis "So far, with the major mar-
implement many of its members frequently short-term contracts should be of the new network, to be kets for our business being in

The United Kingdom in 1998 could not satisfy the 13-week con- aware that holiday is likely to ac- known as Global the US, London and Europe,
adopted regulations that imple- dillon, they were not getting any crue pro rata over that period, irre- "In essence 11 is a franchising we have serviced multinational
ment the European Umon Working paid annual leave spective of the length of the con- agreement," Charles Berry, clients through a traditional
rime Regulations Regulation 13(7) The E U advocate general, tract," accordmg to CMS Cameron chairman of BPL, said of the correspondent relationship
of the 1993 E U directive states whose opinion is not legally bind- McKenna "In practice, holiday new network with BPL," said Al Gian-

that annual leave is a fundamental mg, said the 13-week rule was un- wlll not be taken dunng short-term The network's two founding domenico, the president of
social Inght and is necessary for a lawful He said that entitlement to contracts but will have to be paid members-which have had a EIA

country to be in compliance with vacation is a fundamental nght un- on the termination of that con- correspondent relationship for "However, with increased
E U health and safety require- der E U law and agreed with the tract " m years-will revise their corpo- globalization we wanted to de-

rate branding to become BPL velop this relationship and use
Global and EIA Global, and lt for a platform for further ex-

Ranking The survey revealed that 21% of building developments on at-risk will license the right to use the pansion," Mr Giandomenico
FTSE 100 companies and 33% of land, such as flood plains, and that Global name to other 1ndepen- added
all respondents do not measure "insurability" should become a dent political and trade credit Mr Berry said that the net-

Continued from page 15 emissions thought to contribute to key determinant of whether build- risk brokerages around the work would allow brokers to
pany has made the top 10 Among global warming In addition, only ing work is carried out in such ar- world, he explained A licens- maintain their identity but
FTSE 100 companies, CGNU 15% of respondents said they had eas "I would call upon the gov- ing office iS being established gain global reach "The new
ranked fourth set reduction targets of 10% or ernment to mandate this," he said in Bermuda structure and concept provides

Although Business in the Envi- more for these emissions, while Lord Sainsbury of Turville, the Prospective members of the a framework for building i(len-
ronment said it was generally 22% said that had set reduction minister for science and innova- Global network will be subject tity, coordinating services and
pleased with the level of response targets of less than 10% Sixty- tion at the Department of Trade to a rigorous vetting proce- building intellectual capital,"
to the survey and with an in- four percent said they had set no and Industry, whose family-run dure, said Mr Berry Although Mr Berry said
creased awareness of corporate reduction targets at all supermarket chain J Sainsbury BPL and EIA have no target Members of the alliance

environmental responsibility, it Mr Scott called on insurers to PLC ranked fifth on the survey, number of members in mind, would continue to be indepen-
expressed concerns about respons- help mitigate the effects of climate said that government has a key they expect to name a member dent and employee-owned,
es to questions on carbon ennis- change He said insurers should be role to play m setting envlronmen- in Continental Europe within added Mr Berry
slons involved in the planning stages of tal targets for business m the next few weeks and a Far -Bv Sarah Veysey

Asbestos Medical experts m court agreed entific means of ascertaining from caused by accumulated exposure creasing asbestos claims, he noted
that mesothelioma was the cause which source of exposure came the to asbestos to the theory that a The Health and Safety Execu-
of the 1996 death of Mr Fairchild, single asbestos fiber, or fibers, re- single fiber can cause a fatal tive, which monitors workplace

Continued from page 2 a building contractor, and that sponsible for the malignant trans- change in one cell safety in the United Kingdom, es-
mor of a type of bodily cavity lin- this condition developed as a re- formation of the (lung) cell" Mr Wood said that he had timates that there are currently
ing, usually of the lung, that is suit of his exposure to one or more As a result, Judge Curtis ruled, feared that defendants would 3,000 deaths from asbestos- relat-
most commonly caused by inhal- fibers during brief stints m 1962, "it follows that the exposure caus- adopt this argument for some time ed diseases in the United King-
mg asbestos fibers renovating swimming pools that but that they had been waiting for dom This is expected to increase

Plaintiffs lawyers say that, as a were owned by the Leeds City the "nght case " Consequently, he significantly over the next two

result of the judgment, insurers Council, and in 1968, converting a The plogress of all and other plaintiff lawyers have decades, with up to 250,000 vic-
now are refusing to settle building owned by Waddington been trying to settle as many cases tims dying from asbestos through-
mesothelioma cases into a factory The medical experts mesothelioma semements

as possible out Europe, said Thompsons' Mr
"In light of the judgment, I also agreed, though, that the rele- has been halted and the "Three days before the ludg- MeFall

would have to advise insurance vant exposure could have occurred ment, we settled a mesothelioma Mr MeFall's Newcastle uponclients to think twice before set- at either of the two premises or at psibility of any payment case for £600,000 Now, all my Tyne office currently represents
tling any mesothelioma claim if both and that it was impossible to at all is in doub. other clients with similar claims 300 mesothelioma claimants

there is more than one employer," say that the fatal exposure was must wait until the Fairchild case Overall, the firm has about 2,700
said Geoff Laker, a legal executive more likely to have occurred at is appealed," he said Mr Wood asbestos claimants, he said
with the London-based defen- one place than the other noted that if the case is appealed "There is a huge volume of as-
dants law firm of Kennedys The City Council and Wadding- ing the disease could be at either again and goes to the House of bestos litigation, and the Appeal

"We are all going to sit back and ton each denied liability, an the of the named premises or in com- Lords, many claimants will die be- Court should have a clear under-
wait for the Court of Appeal deci- grounds that lt could not be bination," and he dismissed the fore their cases can be settled standing of the implications" of
non," said Mr Laker He said he proved when Mr Fairchild suf- claim And not only has the progress of the Fairchild case, Mr McFall
expects the case to be expedited fered the exposure that proved fa- Prior to Judge Curtis' ruling, all mesothehoma settlements been said
through the appeal process be- tal, according to a statement from courts typically apportioned halted for the time being but the I have letters in my post bag
cause of its significance Halliwell Landau, the law firm blame for mesothelioma to multi- possibility of any payment at all is this morning (from insurers and

Judge Curtis' ruling stems from representing the defendants ple defendants based on how long in doubt With the changeover to their lawyers) referring to the
a lawsuit filed by the widow of Judge Curtis concluded that "no a victim worked for each defen- the new theory, future claims now Fairchild judgment These are
Arthur Eric Fairchild against both court could find on the facts of dant likely will fail unless the law is claims filed by terminally ill men
Waddington PLC,a Leeds, Eng- this case" that either the City Waddington was insured by a overturned by the Appeal Court, or wi(lows that would have been
land-based international packag- Council or Waddington was liable unit of American International Mr Wood said settled" before the judgment, he
ing and printing company, and the for Mr Fairchild's death The Group Inc, and the Leeds City Furthermore, defendants for said
Leeds City Council claiming that Judge said that all three medical Council is self-insured Neither other Industrial diseases, includ- The judgment is so unusual that
the two entities had negligently experts who gave evidence in the AIG nor Leeds would comment on ing other types of cancer, may be- even some defendants' lawyers
exposed Mr Fairchild to asbestos case agreed that there was "no sci- the case Although Halliwell Lan- gin to use similar arguments, that doubt whether it will survive ap-

dau, representing AIG, issued a medical opinion now holds that peal
statement following the judgment, disease occurs when damage lS "It's a novel judgment, and I

Business Insurance ® • SERVICES • Chris Phillips, head of litigation, caused to a single cell, Mr Wood cannot see the Court of Appeal go-
would not comment pending an said ing for it If the appeal court does

REPRINT SERVICES appeal Although he said he is hopeful allow it to stand, lt could limit the
This is the first time a defendant that the Court of Appeal will over- ruling to the particular circum-8/'s Reprint Department can provide reprints, in quantities of 100 or

has successfully used the "single turn the decision, Mr Wood said stances of the case," said Mr Lak-more, of any article appearing in the weekly newsmagazine Legal per- fiber" theory to defend a mesothe- he also knows that defendants, m- er of Kennedysmission, complying with U S copyright laws, also can be provided to lioma case, said Mr Wood, the surers and their lawyers will fight Still, until the appeal, "we can't
companies wishing to reprint on their own, material appearing in the claimant's lawyer to retam the ruling ignore" the decision, Mr Lakernewsmagazine For information, call or fax He noted that medical opinion Asbestos claims are hitting in- said "I would have to advise in-

312/ 649-5319 had changed during the last few surers hard, and "there are serious surance clients not to settle but to
Fax: 312/ 280-3174 years, moving away from the hy- concerns about the long-term liq- wait for the Court of Appeal's de-

pothesis that mesothelioma is uiditv" of some insurers due to in- cision " m
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Online "and it's much cheaper, too We're of thmgs in-house-puttmg up fre- of that was because we emphasized two-thirds of plan sponsors w111 use
lalling a lot less trees," he quipped quently asked questions, taking forms the convenience of domg it that way," online technology to communicate

Mr Nirtaut said that because a large that people have to All out and putting he added employee benefit informationContznued from page 3 proportion of his company's employ- them onhne," Mr Garner said Nearly two-thirds of those surveyed Mr Garner agreed that employers
able via the Internet "It seems back- ees work remotely when on assign- Another advantage to Web-based said the pnncipal drawback to online are making a strong move toward
ward, but it makes more sense because ment, it makes sense to connect them activity, Mr Aarhus said, is that the benefits communication was hmited Web-based communication "Eigh-
there's more accessibihty" with the In- back to the company's mtranet via e- mformation is more current and accu- participant access to computers teen months from now, we're not go-
ternet, Mr Aarhus said In addition, he mail, rather than send them lengthy e- rate when employees are responsible In fact, IFEBP's Mr Aarhus saidhe mg to be talking about these 1SSUeS,
noted that plan sponsors' wilhngness mail attachments for gwing their own data was surprised by the survey finding because usmg the Internet is going toto make mformation available on the "If I want you to learn about annual It's more accurate, and then it'S that 18% of multiemployer plans are be one of the standard ways to com-
Internet has grown as concerns over enrollment, Ill provide a link to our available 24 hours a day, seven days a uslng onlme benefits communication municate and administer employee
secunty and pnvacy have abated mtranet for an employee People don't week," Mr Aarhus said tools, because many employees m this benefits," he said

Among corporate plan sponsors that want to read big attachments--it Robert N Minton, communicabons sector, who generally are in trade Mr Aarhus emphasized that it is
reported using two onhne tools, 93% takes too long," Mr Nirtaut cautioned manager for health care initiatives at fields, are unlikely to have access to important to use other methods of
said they used an Intranet m conjunc- John C Garner, president of Garner General Motors Inc m Detroit, said computers at work communication m conjunction with
tion with the Internet Only 7% re- Consulting in Pasadena, Callf, said that GMis trylng to move away from "They seem to be commg up to the Internet
ported usmg an intranet in conjunc- that speed and consistency are the two pnnt communication to a Web-based speed m the past year We expected a "It doesn't mean that you can go
tion with an extranet, whlch is an in- main advantages of onhne benefits approach lowerpercentage m themultiemployer completely electronic and no longer
tranet that can be accessed remotely communication "We use both the intranet and the sector with the employees changing pnnt anything anymore," he said
via the Internet Garner Consultmg's NetWorlang Internet for our annual health care en- from employers to employers depend-

Dennis J Nirtaut, managing direc- Employee Benefit Solutions sub- rollment for both salaned employees mg on jobs," and because "they're al- Coptes of "Web Strategies for Com-
tor of compensation and benefits for sidiary aids employers m using onhne and r'ellrees," Mr Minton said For the ways out in the field and away from a municatzng Employee Beneflts" are
Arthur Andersen LLP in Chicago, technology to impinve employee bene- 2001 enrollment period, online enroll- klosk or a computer," he said available from the IFEBP at 262-786-
said Internet technology bnngs greater fits administration and communlca- mentincreased morethan 300% over Mr Aarhus said he expects that, 6710, ext 8240, or via e-mad at
efficiency to benefit communlcation, lion "We're seeing chents doing a lot the prior year, Mr Minton said "Part withm the next year or two, about books@ifebp org

To place yout acl, contact Irais AmleshiProfessional

Marketplace-- Phone: (312) 649-5340
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Insurance Coverage Attorneys Risk Management Consultant For Sale

Grainger, the leading distributor ofleading Chicago law firm seeks several motivated attorneys to join our nationally Maintenance, Repair and OperatingAmbition.
Small E&5/MGA Located West State

recognized and expanding insurance coverage counseling and litigation practice, which equipment, is
Excellent financials, profitable, assets

searching for a Risk
involves toxic tort, environmental, ronstruction defect, professional liability, first party Management Consultant In thus role, exceed hab good companies and Lloyds

London Confidentiality agreementproperty, and other types of commer:lai coverages Ideal candidates should have 3 20 years serve as primary functional assistant to
of insurance coverage litigation and counseling experience, possess excellent analytical and the Risk Manager Negotiate and required Inquiry must have your name,

address, etcwriting skills, be creabve, and be able to excel m a fast paced and challenging environment recommend the purchase of all liability,
property and associated Insurance please respond to Business Insurance,We offer a competitive compensation and benefit package including health, dental, LTD.

vision care, Life, 401(k), and a collegial work environment All inquiries should be made by contracts Must have strong risk Box 3155.740 North Rush Street, Chicago,
mail or e mail (no calls please) management, brokerage or underwriting ilhnois 60611-2590

experience Bachelor's required No relo-
Please send a cover letter and resume to cation assistance Resumes can be sent to

Meckler Bulger & Tilson Grainger, Inc, 100 Grainger Pkwy Lake till![Ii[*Unm=
233 South Wacker Drive · Suite 8200 · Chicago, IL 60606 Forest, IL 60045 or e-mati

vela c@grainger.comAttn Michael M Marick (michael manck@mbtlaw com)
EOE Nacora Insurance Brokers Inc., a small

Our firm is an EEO/M F Employer International Brokers, specializing tri
You have your ambitions You know Transportation, marine cargo and Logistic

1 ,f!131fEXY,ylimiHi'Iwhat you're capable of - greatness Let covers, is interested in buying an existingf
The Hartford show you where to You know broker m the New York tri-State area to
achieve it WeHe one of the nation's tilifI![Ef[Kjli.j· 1./twildq {ili[I[ijRiI[Ai take advantage of existing synergies
largest international insurance and fnan- what you're · 1 Insurance Accounting Specialist Our target firm will be predominantly
cial services organizations and we're

The National ksociation of Independent commercial lines with annual commission
opening our doors to motivated individu- capable Of I NOTICE Insurers (NAll), a leading Insurance trade income of 2 to 4 million
als like you Here's your opportunity Be rk association located int Des Plaines, IL, ts Contact
aggressive and go get it Go get tt. 4 The Kansas State Employees Health Care Commission will issue a seeking an Insurance Accounting

Managing Director
Request for Proposal (RFP) #02787 on February 22, 2001 for a Specialist Indivdual will review and draft

regulations and legislation as well as Nacora Insurance Brokers, inc
. .. J voluntary vision program Responses may be for insured or 10 Exchange Placetestify before regulatory and legislative

Jersey City, NJ 07302
The Hartford capitated arrangements bodies

1 Currently, 34,723 active employees and 9,451 retirees participate in Ideal candidate will have a degree m-Se/ect Customer /nsunonce Centers located in:
• San Antonio, TX the health plan Total covered lives are 90,000 Membership Is accounting with CPA designation I • MMi.Ilyfll

preferred Experience m the property ...LriL!1Ill• Charlotte, NC  increasing due to inclusion of unified school districts
casualty insurance industry with either an BII1

• New Hartford, NY . If interested in receiving a copy of the RFP, please contact insurer or accounting firm is desired "ORTTN"ill'll
Seeks Seasoned Commerrial Lines Undenvmen. KANSAS DEPARTMENT OF ADMINISTRATION

Health Benefits Administration - Attn: Bonnie Long organization that delivers a jl,m-l,l,lli
f These individuals will be an integral part of a geographic team 900 S.W. Jackson Street, Room 951-S comprehensive benefits package and /9/0 All/// U, Lm

5 responsible for generating revenue for small to medium Topeka, Kansas 66612-1251 flexible working conditions For
: commercial property and casualty business Requires the ability to = immediate consideration, send resume 

develop significant new business within this commercial market E-mail benefits@state ks us and salary requirements to · Announcements Y
. and the abillty to communicate effectively over the phone Phone 783-296-6280 Dori Weber, NAII, 2600 River Road,
2 protecting a positive sales attitude Requires the knowledge to .

Fax 785-368-7180 Des Plaines, IL 60018 Fax (847)297-5064, · Business Opportunities
: discuss insurance coverage, quote premiums. and process E-mall dwever@nait org EOErequests for coverage enhancements, new policies and closing · For Sale
i sales Must be able to analyze dara. draw conclusions and make
- decisions in a rapid-paced environment · Help Wanted

B1
Requirements include two years of sales experience and/or · Legal Notices
commercial multi-line insurance underwriting expenence Must
possess excellent communication skills, stivng or'ganizarional skills and NOTICE · Position Wanted

Advertise in ourworking knowledge of computers LRA or Sollator's License is a plus · Request For Proposalsand will be nequired following trnining The Kansas State Employees Health Care Commission will issue next issue!
We offer flexible schedules, compeutive compensation. excellent Request for Proposal (RFP) #02786 on March 1, 2001 for the · Situation Wanted
incentive programs, and an immediate beneft package Relocation indemnity medical and HMO components of its health plan March 5 Whatever your needs in theassistance and sign-on bonus negottable Responses may be insured, self-funded or capitated arrangements
Please send your resume to. The Hartford, Attn: Closing February 27 Corporate Risk, Employee

Currently, 34,723 active employees and 9,451 retirees participate inMichele Marcinik, 4440 Piedras Dr South, Suite 300, Benefit or Managed Health
San Antonio, TX 78228, Fax: (210) 736-0284; the health plan Total covered lives are 90,000 Membership is Call 312-649-5340

Care arenas, advertising m 8/E-mail: michele.marcinik@thehartford.com. When increasing due to inclusion of unified school districts If interested in
submitting your resume, please specify which location(s) receiving a copy of the RFP please contact can help you fulfill them
you are interested in
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Violence though they did not directly employ vised the lawyers m attendance workplace violence incidents if it • Conduct or language that is

the Individual If so, they are poten- That advice apphes to security lacks the requisite slall, training and threatening, intimidating or mjurl-
tially hable, he said evaluations conducted both by mde- education, or if it fails to fulflll its OUS

Cont:nued from page 3 A parent company can also be held pendent consultants and by the com- duty to protect the work premises, • The possession of a firearm and
Television news film of gnevmg hable if it is found to have played a pany's own mternal secunty staff In Mr Kirby said other weapon

and stunned employees recounting role In settmg secunty and human re- their evaluations, the consultants A plaintiff should seek to deter- • Domestic violence on company
how they had asked company man- source policies Depending on the may have adrnsed the company of mme whether an employer or related property or while conductng compa-
agement for protection was among state, workers compensation exclu- party contracted with an employee ny business
the evidence Mr Kirby's law firm sive remedy provisions that bar an assistance program or other mental But a complete anti-violence pro-

gathered Mr Kirby also collected po- employee from suing his or her em- 'The absolute mother health consultant to establlsh work- gram should also mclude training
hce records, including tape-recorded ployer do not always extend to a par- place violence pohcies, Mr Kirby managers how to enforce zero-toler-
911 emergency telephone calls from ent or sister corporation, Mr Kirby lode of infomlation said An EAP's advertising matenals ance pohcies, as well as how to recog-
the cnme scene said comes from security or other information might have con- nize the traits of potentially violent or

A jury in 1998 awarded $7 9 mll- When building a case against an tained a perpetrator profile that aggressive employees and how to
hon to the famihes of two men lalled employer, a plaintiffs attorney may consultants,' says plaintiffs matched the descnption of a work- defuse hostile situations
m that shooting The jury found consider whether secunty was a pn- attorney David F. Kirby. place shooter yet was ignored by the An employer should also establish
against sister companies Butterfield ority or a mere afterthought for a cor- company a threat-assessment team or desig-

Corp and Dormer Tools Inc for their poration, as well as whether an enti- If the mental health consultant of- nate a specific manager to handle vi-
failure to protect the two employees ty's secunty pollcies were enforced fered the employer advice on work- olent threats Such a team should
The two companies Jointly operated umformly throughout all ltS sub- dangers that were ignored or that place violence but lacked expertise or consist of employees from a vaI'lee of
the tool distribution center The Jury sidianes, Mr Kirby said In addition, were not dealtwith due to cost con- traming m that area, it. too, can be work areas, mcludmg the secunty,
verdict is being appealed, Mr Kirby an attorney may seek to determine mderations, Mr Kirby said held hable, Mr Kirby said human resources and legal depart-
said whether the employer has a pohcy of A plaintiff can use such informa- In suits allegmg liability for an in- ments, as well as outside consultants

Workers compensation laws may zero tolerance for violence and may tion to establish whether violent acts cident of workplace violence, an em- such as violence counselors
prevent an injured worker or survlv- examine its budgetmg and personnel were foreseeable and whether an em- ployer can defend itself by arguing The responsibilities of the threat-
mg relatives from suing an employer patterns on safety and security, he ployer took reasonable care in at- that it took steps to provide a safe assessment team should melude the
following such Incidents, Mr Kirby said temptmg to prevent such acts workplace review of secunty requirements, the

said But, he said, manufactunng Employers also should be aware The promotional and sales maten- Those steps should Include the investigation of threats and the ex-
plants and other workplaces often that attorneys w111 seek to examine als provided by secunty consultants adoption of a pollcy of zero tolerance amination of supennsor reports about
share facihty space with other entities security evaluations to employers can also be important to toward violence Such a pohcy, Ms employee behavior changes, Ms
owned by the same parent company "The absolute mother lode of mfor- a plaintif's case, Mr Kirby said, be- Cavazos urged, should be repeatedly Cavazos advised
Those entities may share the respon- mation is going to come from secunty cause such matenals often emphasize emphasized though employee com- An employer can also protect itself
sibility for security decisions about consultants," Mr Kirby said "Has how foreseeable and preventable munications matenals The pollcy by striving to identlfy potentially vio-
the property, he said, and they may anybody ever conducted a secunty some crimes are A security company should aim to deter anti-social be- lent employees and watching for the
even have information about an em- evaluation of the business? If they hired by an employer can also be sued havior by, among other measures, warning signals that often precede vi-
ployee's violent tendencies, even have, get your hands on it," he ad- for professional negllgence mlated to prohibitlng olence m

Stopiloss he said in its exposure, Mr Edgren erplained provide details about large cases to place to hold down the cost of catas-
A move to more-profitable under- Consohdation m the market has employers or to stop-loss Insurers that trophic claims, as well as a contract

wribng is more comphcated than sim- also occurred, as many insurers, rein- rely on this data to underwrite the with a transplant network that pro-
Continued from page 3 ply fhpping a switch, though surers and MGUs have left the field rtsk Without these details, many stop- vides signihcant discounts, several ex-

The situation is even worse for em- In addition to a focus on profitabill- after suffering large losses in recent loss Insurers Mll assume worse expe- perts say
ployers that have seen a high number ty over market share, stop-loss rates years, Mr Edgren said nence for an employer than actually Another option is for employers to
of catastroph medical claims in the are also movmg upward because of Many remsurers had underpnced exists and pnce the =urance accord- create a nsk-sharing pool with a
past few years For these higher-risk underlying health care inflation their stop-loss pollcies to attract bum- mgly, Mr Edgren said thlrd-party administrator or a health

companies, many insuiers are unwlll- Catastrophic health care cost trends ness and then suffered losses that led "These regulations are havmg an insurer, said Cara Jareb, a consultlng
1ng to wnte coverage except for re- are up around 18% this year, signlh- the entim market in a downward pnc- adverse impact on the pricing," Mr actuary for Watson Wyatt Worldwide
newals of east:mg chents, accordmg to cantly above the rate for overall health mg cycle, he noted Edgren said in Washington But this may not be a

Mr Edgren "To a degree, they are at care costs, said Dawd Kelley, vp at The past year has also seen a large Despite the rate Increases over the panacea for every employer, she
the mercy of the mcumbent camer," Calmstone Inc, a stop-10ss underwnt- number of MGUs that wrote stop-loss past year, a lot of renewal busmess added
he said of employers mg and medical management finn m on behalf of reinsurers go out of bus> this January stlll is pnced too low, "Sometimes, the poollng can be just

A new attitude among remsurers- Mlaml ness These underwriters were often some in the mdustry contend as expensive as buymg stop-loss," Ms

which write the malority of this cover- "So you need an 18% increase on paid for the volume of busmess they Rates vmll continue togoupthrough Jambsaid
age-underhes these rate hikes After specific stop-loss or you've lost produced, and not its profitablhly As the year, and, later this year, renewals Other options depend on the

a number of years in which losing ground," he said a result, they wrote lots of busmess, unll be pnced at more-prohtable lev- amount of nsk an employer is willmg
money on stop-loss coverage became a Because of this inflation, more but httle of it was profitable The poor els, Mr Kelley predicted to assume Those that are mclmed to

regular occurrence, reinsurers have claims penetrate into the stop-loss showing has caught up with them, as He said he expects that 2002 re- take on more rtsk can stop buymg
shifted their emphasis away from coverage, the slze of these claims many reinsurers canceled their rela- newals Mll provide a much better en- stop-loss coverage entirely and as-
building market share m this area to grows as well If the retention for the tionships with them vironment for companies selhng stop- sume the entire nsk, Ms Jamb said Or
turnmg profits stop-loss coverage remains the same, "Many of the low-ball players are loss pollcies As a result, hisfirmis they can increase the attachment

"The level of underwriting needs to any Increase in costs for a single large simply not in the market anymore," waiting a year before aggressively points, boosting their retentions but
be improved, and the reinsurers see claim falls entirely on the stop-loss in- SAFECO's Mr Taylor said pursuing new busmess, he said lowermg their premiums, she said

this," said Don Gasparro, premdent of surer, Mr EdgIEn said Cairnstone's Mr Kelley predicts Whlle proflts were rare m 2000, "a An employer also can stop self-in-

the consulting group at NIIS/Apex For example, a $110,000 claim un- that, m the next six months, more lot of reinsurers are getting closer to sunng its health plan and switch to a
Group Holdmgs Inc m Pnnceton, N.J der a specific stop-loss pohcy with an MGUs will go under, because they are prohtabihty," said Mr Gasparro of fully insured product, such as a health

Reinsurers are performmg more- attachment point of $100,000 means shllpricingtheircoverage too low NI[A/Apex maintenance organization But em-

frequent audits of their managing thestop-lossinsurerpays$10,000 As- Another potential dnver behind Therearea few strategies that em- ployees may object to some of there-
general underwriters-sometimes as suming medical inflation of 10%, that stop-loss rates is the patient privacy ployers can implement to keep price stnctions that can accompany a fully
often as every quarter-to ensure that same claim a year later would cost regulations recently Issued by the fed- hikes from splrallng out of sight insured program, particularly the re-
they are following underwritmg $121,000, translating into a $21,000 eral government Because of these, An employer should be sure to have stnctions on access to care that come
guidelines when wntmg this business, loss for the insurer, ora 110% merease many health providers may no longer a large-case management program m with some HMOs, Ms Jambsaid m

LETTERS-

Sloppy vocabulary ails new patient care bill To avoid this liability, every
TPA, in-house staffer and insur-
ance company would have to veri-

To the editor Amen to the Feb our greatest threat For example, Congress finally seems to under- else front and center to be sued fy every claim and detail every day

12 editorial, "New Patient Bill lS proponents of lawsuits talk about stand tha: employers and third- As lawyers often comment, "You with the employer so that it was
Still Flawed," about the new pa- suing "HMOs," but legislative lan- party administrators handling can sue anyone " So, you'd better clear that the employer was mak-
tient bill of rights proposal' As guage refers much more broadly to plans that pay for services after be sure that any congressional lan- ing the medical decisions directly
new ideas and proposals emerge, "plans" or "managed care " If they have been provided should guage is absolutely clear that Or, these service providers would
all of us need to realize that words Congress means "HMO," then it not be sued, because they are not "medical decision" is defined have to raise substantially the
don't necessarily mean what they should say "HMO" in the law making what common sense con- strictly as only a situation in prices they charge employers to
seern to Another dangerously sloppy siders "medical' decisions Fur- which someone is physically cover their higher costs for medi-

Sloppy vocabulary is probably term lS "medical decisions " thermore, because their involve- barred from receiving medical cal malpractice liability insurance
ment is after the fact, no medical care Otherwise, someone who gets So, as you read the words and
care was refused a cosmetic face lift and whose assurances from politicians, brain-

Continued from page 8 error of mismatching a fund with So, employers and plan service claim for coverage is denied be- storm the worst-case scenario
curities licenses and sell mutual the recorded investment objec- professionals might sit back com- cause d 15 not a covered benefit about the crazy interpretations of
funds will think my statements a tives of a customer fortably when they hear that lia- can sue you for making a "medi- each term by regulators and those
bit of an overreaction until there Federal regulatory mechanisms bility would not be applied unless cal" decision wishing to bring lawsuits

comes a market correction that cause sleeplessness in salespeople, "medical decisions" are made But Every politician wants to brag The worst case is probably reah-

affects one or more of the prod- lt is a proven fact do not relaxt Many proponents of that his or her law helps gazillions ty Be sure that your representa-
ucts they sold Oh, and you don't really believe patient protection legislation con- of people So-believe it or not- tives in Congress understand these
That's especially the case if any that the word "optional" and the sider any decision-including they came up with the idea that, concerns Let them know you will
of these salespeople sold the prod- word "federal" can be used m the whether coverage existed and/or while employers would be exempt not accept sloppy vocabulary
uct without reading the prospec- same sentence, do you? whether a service is eligible for except for "medical" decisions, Frederick D. Hunt Jr

tus completely, or failed to re- Rodney J. Heggy payment after the fact-a 'medi- TPAs, brokers, consultants and, President

viewing a client's position after an Day Edwards Propester cal" decision That kind of inter- presumably, the in-house staff of Society of Professional Benefit

announced change in fund man- & Christensen, P C pretation puts employers, TPAs, employers as individuals, still Administrators

agers, or made the simple human Oklahoma City brokers, consultants and anyone could be sued Chevy Chase, Md
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CHPA the program-and their program ning rod" for the smallest groups Workable Solutions Inc of Orlan- plan that writes statewide in Flori-
commissions-from them and, seeking health care coverage, be- do da or up to a half-dozen health
therefore, they never supported the cause it was their "path of least re- Health plans never were able to plans that write regionally

Cont:nued from page 1 program, observers say That fear sistance " Mr Fischer said And capture enough small-group mar- In either case, small employers
though, whether any effort could was fueled by the Clinton admims- that was the business that insurers ket share to write the business that sign up for the alliance would
clear all of the obstacles inherent tration's early efforts to craft a and many agents did not want, he profitably, Mr McCorvie said have only one health insurer op-
in taking a private-market ap- universal health care program, ob- said "It makes sense to glve small em- tion, though employees likely
proach to covering the uninsured servers say But D David Russell, chairman ployers a choice of plans," said Mr would be able to choose from a va-
who work for small employers Another criticism leveled against of the hea.th insurance committee Curtis of the Institute for Health nety of plans that the insurer of-

In attempting to reduce the agents is that they shunned the of the Florida Assn of Insurance & Pohcy Solutions "Choice is a good fers, officials of the three organlza-
ranks of Florida's uninsured popu- program because lt did not gener- Flnancial Advisors in Tallahassee, response to the back_ash to man- tions explained
lation, state lawmakers have tried ate sufficient revenue Agents said health insurers modified therr aged care," which was triggered The idea is to not only give small

could earn more revenue by ignor- commission structure nationwide, when employees got stuck with a groups true purchasing power but
ing the low-commission employer not Just in Florida Mr Russell is a single plan that did not perform also to guarantee the selected

CHPAs became'the groups that the program attracted regional sales manager in Tampa well, he said health plan or plans a large market
and concentrating on the high- for the general agency Rogers Ben- Privately established small- share and to avoid adverse selec-lightning rod' for the commission business that typically efit Group Inc of Minneapolis group purchasing pools in Col- tion

smallest groups seeking sought coverage outside of the pro- In addition, Mr Russell said, orado, Connecticut and New York, Mr McCorvie said he hopes the
gram Florida's health insurers did not for example, allow the employees selection process will be completedhealth care coverage, But the commission issue did not toughen any insurance eligibility of participatmg employers to select by the end of March and that the

says Wes Fischer. stop every agent from placing requirements for small groups that coverage from among three or four alliance is in operation by summer
CHPA business "Plenty of agents sought nor.-CHPA coverage plans Though Florida's new small-
didn't sell CHPA Equally as many Some observers do not blame "But in Florida, there was way group pooling law and the forming
thought it was a wonderful thing, agents and insurers at all, and even too much choice," Mr Curtis said NFIB-backed alliance are designed

to encourage small employers to and it represented a significant those who are critical of the Flori- Other problems with the CHPA to avoid the mistakes made with
sponsor group health plans, be- portion of their business," said the da industry's response to the program were that ltS 11 districts the CHPA program, any small-
cause the vast majority of the AHCA's Ms Ruggles CHPA program agree that legisla- did not overlap neatly onto the group pooling effort will face sig-
state's 2 1 million uninsured work While the commission problems tive compromise condemned the state's five medical markets, dis- nificant challenges, according to
for small companies, according to made the CHPA program unap- CHPA program trict board members could not in- observers
the state's Agency for Health Care peahng for many agents, one Florl- clude anyone with any relationship "If purchasing alliances are the
Administration da agent who said his agency to-and, therefore, any knowledge answer to cost problems, then we'd

But while the state's uninsured wrote a significant amount of 'CHPAs were so ill- of-the health insurance industry, have them" in large numbers, De-
population dropped by 700,000 as CHPA business contends that and the districts were funded at loitte's Mr Erb said He said that
its overall population grew by 2 many health Insurers manipulated conceived that they equal levels even though they were many past pooling arrangements
million from 1993 to 1999, little market conditions to discourage had no chance of not of equal size, Ms Cherney said elsewhere have suffered the same
credit goes to the 1993 Florida law agents from placing CHPA busi- Those problems hurt the program's fate as the CHPA program-ad-
that ostensibly made the small- ness surviving,' says Rick marketing efforts, said Ms Cher- verse selection
employer community a much more But why would insurers bother Curtis. ney, whom the AHCA tapped to "That will always be the prob-
attractive market for health plans to quallfy for a voluntary program help set up the district boards lem," he said Because of the cost

The law divided the state into 11 in which they did not want to par- By the late 1990s, the CHPA pro- of coverage, small groups will not
Communtty Health Purchasing Al- ticipate? gram risks were spread so thin that buy health insurance unless they
liances, which served as health in- One reason is that then-Gov "CHPAs were so 111-conceived health plans were abandomng the need coverage for employees with
surance information clearinghous- Lawton Chiles, whose administra- that they had no chance of survlv- program Gov Jeb Bush, who in- health problems, he said
es for companies with 50 or fewer tion developed the CHPA program, ing except for political clout and herited the pr'ogram in 1998 from By shying away from small-
employees An employer that en- and then-AHCA Director Douglas fiat," said Rick Curtis, president of his predecessor, did not expend group pools, insurers are "trying to
rolled in its local CHPA district M Cook pressured insurers to par- the Washington-based Institute for any significant political capital to protect themselves, and I don't
could compare the rates that each ticipate, said Wes Fischer, presi- Health Policy Solutions, a non- keep the program afloat, observers blame them," he said
participating health insurance dent of The Health Insurance Store profit organization that researches note
plan charged for standardized cov- Inc, an independent health insur- problems of health care costs and Last March, when the CHPA dis-
erages Initially, the state required ance and employee benefit agency quality The organization often trict boards voted to fold the pro- ,If purchasing alliancesparticipating health plans to offer in Kissimmee, Fla helps states establish universal gram, health insurers had aban-
two standardized coverages, but Becky Cherney, the president of health care coverage for children doned one district entirely In ad- are the answer to cost
later it added a third the Orlando-based Central Florida and develop policy for small-em- dition, no health plans were writ- problems, then we'dThe program marked the first Health Care Coalition and a con- ployer purchasing pools ing business in many counties in
time that Florida's small employ- sultant for the AHCA durmg the "There was a fatal flaw" m the several other districts have them' in large
ers could compare the prices for first year of the CHPA program, way the system was designed, the State lawmakers, though, have numbers, says John Erb.identical coverage offered by dif- agreed NFIB's Mr Herrle agreed not given up on the concept of
ferent health plans Ms Ruggles suggested that many CHPAs could not negotiate rates small-group poohng The state last

"It brought a new paradigm to health plans initially qualified to and coverage with insurers, even year enacted a law that allows
the market for the small employ- participate in CHPA only for the though that was the Legislature's small groups to form health insur- Benefit consultant Art Dickerson
ers," said Bill Herrle, the Florida chance to bid on more lucrative original mtent ance purchasing alliances that dif- of William M Mercer Inc con-
state director of the National Fed- multiyear state contracts Ms Rug- Insurers pressed lawmakers for fer from CHPAs in a few important curred that Mr McCorvie's and
eration of Independent Business in gles noted that the state required that change, because insurers respects others' challenge in Florida "is cre-
Tallahassee The Florida NFIB has health insurers to participate in feared that "CHPA would become One difference is that new al- ating a compelling reason for in-
about 15,000 employer members, the CHPA program if they sought an all-powerful gorilla m Florida, liances will have some negotiating surers to act"
each of which has, on average, six to bid on the state employee bene- and no one wanted to give them authority with health plans They Market consolidation is "making
employees fits program or the Medicaid pro- that," the AHCA's Ms Ruggles will be able to negctiate a dis- this free market less of a reality

Any number of health plans gram Those contracts came up for said count, but only on the portion of We do not see many insurance
could qualify to participate in the bid within the first two years of the Small groups "went from a pur- the rate that relates to the plans' companies, nationally, taking
program and offer coverage m any CHPA program, she said chasing pool to purchasing pud- administrative expense risk,"said Mr Dickerson, a prmci-
or all of the CHPA districts At the same time, the U S dles, which was not going to be ef- But health plans, which must pal and practice leader for Mercer

Depending on their employee Health Care Financing Adminis- fective," said Mr Erb, who for 18 underwrite each group in an al- m Houston and Mercer's former
populations, employers had to of- tration imposed some short-lived months ran CHPA District 10, m hance separately, also can cut or practice leader in Florida
fer at least two or three health rules that forced a health plan to the Fort Lauderdale area hike their community rates 10% m Consequently, Mr Dickerson
plans to their employees, and an pick up a minimum amount of On top of all that, the CHPA dis- the first year of a contract and asked, what would induce an in-
employer could offer all the health commercial business if the plan tricts could not hold master poli- 15% after that if the plans can Jus- surer to participate in even a
plans that had qualified to write sought to write Medicare or Mech- cies, whicn would have allowed tify adjusting a group's rate, ex- soundly structured small-group
coverage in its distnct caid business, Mr Fischer noted them to direct all of their partici- plained Rich Robleto, bureau chief program, if the insurer already is

To obtain coverage, the employ- Around the same time, though, pating employers into a single for the Flonda Insurance Depart- big and successful? m
ers had to work with independent insurers discouraged agents from health plan That, at least, would ment's life/health forms and rates
msurance agents placing coverage for employers have given market clout to em- division

But, at its peak enrollment in with one- to four-life groups, Mr ployers and a good spread of risk In addition to rating on age, gen-
1998, the CHPA program covered Fischer said Those groups tend to to insurers in each district, ob- der and location, health plans now ADV ERTISE R
fewer than 100,000 lives, said Con- have the poorest claims experi- servers say also have some ability to base rates
me Ruggles, a senior management ence, he said Indeed, under the CHPA pro- on a group's health status and
analyst with the AHCA in Talla- In the mid-1990s, insurers sheed gram, each employer had to spon- claims experience INDEX
hassee Her division director over- agents' commissions for those sor at least two or three health Another big change under the
saw the CHPA program groups to 1% of premium from 8 %, plans, and sponsors could sponsor new law is that an alliance can

Ms Ruggles and other observers Mr Fischer noted Such a low as many plans as they had employ- limit its members' health plan Issue of February 26
concur that the CHPA program commission made those small ees choices and can hold a master con-
could do nothmg but fail groups unprofitable for agents, he That level of choice also was a tract with a health plan ADVERTISER PAGE#

A costly early mistake was that said leading factor in sinking the pro- The new law will "empower an American Assoc of Orthodontia 16
lawmakers originally planned to Other insurer tactics forced the gram, Mr Russell and other ob- alliance for the first time with true

Business Insurance 10,13help drive down CHPA insurance smallest groups Into the CHPA servers agree purchasing power, which has been
rates by requiring the CHPA dis- program, Mr Fischer said While "That, in effect, made every a pipe dream for small business" Carvill America Inc 4

tricts to place coverage directly state law relaxed some insurance group a one-employee group for until now, said the NFIB's Mr
with insurers, many observers say eligibility requirements for small the camer who got that busmess," Herrle CNA RSKCo 24

Lawmakers then succumbed to employers that sought CHPA cov- Mr Russell said The NFIB, Workable Solutions
Cunningham Lindsey 6

agent pressure and required small erage, insurers toughened some "That really became one of the and general agency BenefitPort
employers to procure their CHPA other requirements for non-CHPA biggest negatives" of the CHPA Southeast LLC m Fort Myers are Liberty Mutual 7

coverage through Independent coverage, forcing even more small program, said Terry McCorvie, for- teaming up to create a small-em-
XL Re 9agents employers into the CHPA program, mer director of the Orlando-area ployer health insurance purchas-

But many agents stlll feared that Mr Fischer said CHPA district and now the presi- ing alliance The partners want to Zunch US 5

lawmakers later would yank away So, CHPAs became "the light- dent of third-party administrator contract with either one health



Luddites in the

stock market
For some time now, the values of technology stocks have been in the

tank, signaling little investor confidence in the profitability and staying
power of this sector.

When it comes to technology companies, it's as though Wall Street
has taken a 180-degree spin, from days of irrational exuberance to
those of irrational abhorrence.

Of course, I agree that things got a little kooky there for a while. I
acknowledge that the days of triple-digit incmases in tech stock values
are long gone; still, I'm surprised that more money isn't flowing back
into this sector. We've all grown dependent on high-tech products and
services. And unless we become Luddites, shunning technological
advances, many of these businesses should have solid future prospects
for growth and profitability. Yet the lack of investor confidence in these
companies suggests otherwise.

If tech firms fail to regain investor support, there is a real chance
they will wither and die. If that's the case, perhaps we should begin
now to prepare for a world without these tech companies. To help you
plan, consider some of the things we'11 have to learn to do without:

•E-mail. Forget e-mail and get used to writing letters, notes and
memos-on paper-again. Go buy some stamps; they're probably a lot
more expensive than you remember. If you still want to pretend that
the 20th century happened, maybe you can find a typewriter.

•Amazon.com. Sure, Amazon.com is lower

.T 9".i piced, better stocked, more interactive and more
v)Prf' convenient than most brick-and-mortar

bookstores. But, in spite of your December Visa
bill, Amazon.com will never turn a profit, so its
days are numbered. It's time to get reacquainted
with your local bookstore, if it hasn't been driven
out of business.

•Online music. Sorry, but you've got to pay for
music again, now that we're abandoning the online
way of life and now that Napster has lost its day in
court. It's back to the days of making and sharing
cassette tapes, instead of swapping files or burning
CDs for friends. And you can forget listening to

samples of new songs online, too; we're returning to those halcyon days
of buying an entire CD only to discover it has just one decent song.

• Search engines. Here are three words you haven't heard since grade
school: Dewey. Decimal. System. Yes, it's time to get a library card
again and relearn how you use a card catalog. You'11 also have to figure
out how to use the microfilm reader, all those gigantic research tomes
shelved in the back of your local library, the Encyclopaedia Britannica
and so on. Oh, and remember the Yellow Pages? Ouch.

• Cell phones. It's clear fmrn watching the stocks of companies in this
line of business that wireless telecommunications firms are going the
way of the dotcoms. Better stock up on quarteIS, as pay phones and
landlines make a comeback. At least we won't have to wonder about all

those people who now walk around seemingly talking to themselves. Or
that worrisome debate about the effects of radiation from cell phones.

•PowerPoint presentations. Remember,how crummy handmade
transparencies used to look on overhead projectors? Get used to it all
over again.

•MapQuest. It's time to buy yourself a road atlas, because MapQuest
and those other online map generators won't be in business much
longer. Personally, I don't mind, because they've been 0 for 4 when it
comes to getting me from point A to point B with any accuracy.

•Online news and information. Buy a newspaper or magazine again.
Better yet, buy several. Savor the old-fashioned feel of paper between
your fingers and the opportunity to read at your leisure, or to spend
more than a couple of minutes gleaning quick bytes of information.

• Computer solitaire. Time to get yourself a real deck of playing
cards. Don't be surprised if the designs on the cards are not animated.

•Privacy. Privacy will again become a matter of closing your door
and drawing your curtains, instead of worrying that someone will
gather your personalinformation online and sellit to every two-bit
phone company and mortgage broker in the world.

•Cyberbabble. You lmow all those funny expressions that have crept
into modern parlance? Gone, thank goodness. A period will become a
"period" once again and not a "dot." People will "talk," not
"interface." Folks will ask "questions" instead of "queries." We'll be
"writing" and not "word processing." Well celebrate Spam, the meat
byproduct, instead of cursing spam, the e-junk mail.

Such is one possible view of the future.
But there still may be time to avoid moving backwards,

technologically speaking. Quickly, before it's too late, get online and e-
mail your stockbroker with instructions to get you back into that tech
fund.

Editor Paul D. Winston's commenta77 appears fortnightly and on
www.businessinsurance.com. He can be reached at

pwinston*rain. com or by camer pigeon.

Bankruptcy
Continued from page 3
back to the last congressional session. Initially,
legislators, as part of a bankruptcy reform pack-
age, proposed giving to non-ERISA plans the
same protection from creditors that benefits pro-

'The issue is whether people
who file for bankruptcy should
be able to shield assets in

retirement accounts,' says Sen.
Charles Grassley, R-Iowa.

vided through ERISA-covered plans currently en-
joy.

Legislators later, however, floated various pro-
posals to remove the protection offers. Under one
proposal, for example, employees would have
been allowed to waive this ERISA protection.
Benefit lobbyists feared that creditors would
have exploited this by inserting "boiler plate"
language in loan agreements that would have
caused employees to unknowingly waive the
ERISA protection.

A succeeding proposal would have established
a sliding scale in which the amount of pension as-

Quackenbush
Continued from page 1
report, which was based on Insurance Depart-
ment internal memos.

An attorney representing Lloyd's was con-
cerned that an invoice to pay for the department's
efforts would arouse the suspicion of auditors.
The attorney representing Lloyd's dictated the
wording of an Insurance Department invoice that
went to Lloyd's so that it appeared as a billing for
"educational briefings," according to the Times'
report.

A spokesman for Lloyd's disputed the Times'
reporting and said a court would dismiss the in-
ternal Insurance Department correspondence on
which the newspaper's report was based as
hearsay.

In a prepared statement, Lloyd's said it did not
reimburse the Insurance Department for legal ex-
penses. Monies it paid to the department were for
reimbursement of the costs associated with the

department's monitoring of the insurer's opera-
tions, as required by law. Furthermore, any re-
classifying of monies received from Lloyd's is an
internal Insurance Department issue, the state-
ment said.

"Lloyd's reimbursed the California Department
of Insurance for expenses incurred during work
to monitor Lloyd's and gain a greater under-
standing of its complex financial structure," the
statement said. "Lloyd's, in common with all oth-

er major insurers trading in the U.S., makes simi-
lar reimbursements to regulators in other states
and continues to do so."

But one critic of Lloyd's disputes that state-
ment.

Jeffrey Peterson, executive director of the Ran-
cho Santa Fe, Calif.-based American Names Assn.
contends that as, a non-admitted insurer, Lloyd's
would have no reason to pay for Insurance De-
partment auditing and monitoring. The American
Names Assn. participated in suing Lloyd's in the
mid-1990s.

Non-admitted insurers are not directly regulat-
ed by state insurance departments. Lloyd's is a
non-admitted insurer in all states but Illinois,
Kentucky and New York, where it is licensed.

A spokesman for the Insurance Department
said the department does not conduct individual
audits of Lloyd's, but it has participated in exams
conducted by the National Assn. of Insurance
Commissioners.

He could only verify that the Insurance Depart-
ment maintained this practice for the past six
years, however. Any bills for such exams would
be submitted by the NAIC, not the Insurance De-
partment, the spokesman said.

Mr. Quackenbush during the 1990s was a mem-
ber of the NAIC's Surplus Lines Task Force. Cali-
fornia is the nation's largest surplus lines insur-
ance market, generating more than $1.52 billion
in non-admitted premiums in 1999.

Allegations that Lloyd's paid for the Insurance
Department's legal representation come as no
surprise, said Bill McDonald, enforcement direc-

sets protected from a bankrupt employee's credi-
tors would have been based on an employee's age.
The scale would have ranged from $250,000 for a
21-year-old to $1 million for a 65-year-old em-
ployee.

Congressional backers of a cap argued that in-
dividuals shouldn't be able to shield assets in re-

tirement plans while creditors were not paid.
"The issue is whether people who file for

bankruptcy should be able to shield assets in re-
tirement accounts," said Sen. Charles Grassley,
R-Iowa.

But employer benefit lobbyists questioned-
given federal restrictions on contributions to pen-
sion plans-if employees really could amass large
sums of money in employer-provided plans. For
example, the maximum annual deferral to a
401(k) plan is $10,500.

Perhaps, more significantly, benefit lobbyists
said, giving creditors the right to seize pension
benefits would be inconsistent with wanting to
encourage employees to save for retirement.

"That would be very damaging to retirement
security," said the American Benefit Council's
Mr. Delaplane.

Apparently those arguments were convincing to
legislators, because under the latest bankruptcy
reform measure "pension plans would get some
very positive protection, while the damaging pro-
visions from earlier bills are not present," Mr.
Delaplane added.

Still, benefit lobbyists are opposed to the $1
million IRA cap, warning that it could be the first
step to removing the security of retirement plan
assets from creditors.

tor for the California Department of Corpora-
tions. Mr. McDonald led his department's 1996
lawsuit against Lloyd's that charged Lloyd's
fraudulently sold securities by recruiting names
to invest in syndicates that Lloyd's knew could
expect massive pollution and asbestos losses.

The Insurance Department, in response, then
sued to block the Department of Corporations'
suit, claiming that the department did not have
jurisdiction in the matter, as Lloyd's is an insurer.
The pleadings contained in the Insurance Depart-
ment's complaint made Mr. Quackenbush's team
appear to be "carrying water for Lloyd's," Mr.
McDonald said.

"We were flabbergasted that one state agency
was suing another," he said. "It was crazy..Every
argument they made was an argument on behalf

'We were flabbergasted thal one
stdeagency wassuing another.
It was crazy. Every argument
they made was on behalf of
Uoyd's,' says Bill McDonald.

of Lloyd's. They were acting as outside counsel."
In defense of the Insurance Department, Mr.

McDonald said he thinks it genuinely believed
that allowing' securities regulators to prevail
would have a negative impact on insurance sol-
vency issues.

It was common at that time for securities regu-
lators in several states to fight with insurance
commissioners over jurisdiction in similar cases
involving Lloyd's, Mr. McDonald said. But Mr.
McDonald said that as far as he knows, no other
state insurance commissioner filed a lawsuit

against the security regulators of his or her own
state.

The Department of Corporations eventually
settled with Lloyd's after its lawsuit was dis-
missed on a technicality.

A spokeswoman for Mr. Lockyer, California's
attorney general, said law enforcement officials
will not comment on whether their ongoing inves-
tigation includes a review of monies paid to the
Insurance Department by Lloyd's.

But the Joint Legislative Audit Committee rou-
tinely works closely with the state attorney gen-
eral's office, providing it with audit findings, Mr.
Steffen said.

"They are going to look at all the money and
where it has gone," he said. "It's a huge net. They
will catch everything."

The Insurance Department declined to com-
ment on the case. But Mr. Quackenbush's succes-

sor, Insurance Commissioner Harry Low, request-
ed last fall that legislators order such an audit,
Mr. Steffen said. "He found some funny book-
keeping when he took over."
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UPDATES
OSHA gonomles rule In a statement sent to Insurers "I would think it would be a

the press Feb 13, Peg Semmario, di- dose vote "
tector of the AFL-CIO Safety and "This is the perfect land of rule that

Continued from page 1 Health Department m Washington, was envisioned by drafters of the legis ADA bars suits by state workers
tion, the Jomt resolution would have to called the standard "the most signlb- lation to be the target of the CRA," Continued from page 2
be Introduced by eally spring to over- cant job-safety measure eve issued by said John Savercool, vp-federal affairs ruled last week

turn the ergonomics rule, according to OSHA " The standard wlll prevent for the Amencan Insurance Assn m The Amencans with Disabillties Act does not pre-empt state lmmu-
the NAM hundreds ot thousands of Injuries an- Washington mty-granted under the 11th Amendment of the Constitution-agamst

If both chambers passed the joint nually, according to the statement Mr Savercool gave the reasons AIA suIts brought under federal law by its residents, the justices ruled in a
resolution of disapproval and Presi- ' For years," Ms Semlnarlo's state- holds therule should be rescinded 5-4 decision
dent Bush did not veto it, the congres- ment said, "big-business groups and "It's a rule that was promulgated Congress, under the 14th Amendment, can permit individuals to re-
sional action would mean "that this some members of Congress have late m an administration and was cer- cover monetary damages against states, but only if there is a pattern of
ergonomics rule that was issued in late waged a relentless campaign to block tainly subject to political influences discnmination, such as denial of voting rights on the basis of race But
November cannot be reissued m sub- the ergonomics standards Now that given its timing Also, the regulation the court ruled that remedy was not apphcable to the ADA
stantially the same form," said Jenny the final ergonomics standaid has really isn't based on as firm a scientific The ruling, though, does not bar the federal government from taking
Krese, NAM's director-employment been issued, opponents, including the foundation as people would want it to action against states for ADA violations, nor does it prevent individu-
policy, at the briefing She noted, be Also, simply, at least one provision, als from obtaining court injunctions to stop state violations of the
though, that rescinding this er- in our view, is Illegal-the provision ADA, the Justices wrote
gonomics rule would not stop a future 'This will give Congress mandattng that compensation levels The case, Alabama vs Garrett, involved two employees of the state of
administration flom 1SSUIng anothei, are to be set by the federal govern- Alabama
provideditwassubstantially different an opportunity to ment It goes against specific congres-

"We're not against ergonomics reg- review the regulation sional guidance about what OSHA High court may hear ADEA caseulation-we're against this er- should and shouldn't regulate," Mr
gonomics regulation," said MI Cleary and to vote to disprove Savercool said WASHINGTON-The U S Supreme Court will hkely decide next

Employers and insurers have it,' says John Savercool. "This win glve Congress an oppor- week whether to review an appellate court decision that held that fed-
fought the el gonomics rule published tunity to review the regulation and to eral age discnmination law permits older retirees to sue their former
in the Nov 14 Fedei-al Register foi sev- vote to disapprove it," he said employers if the retirees receive lesser health care benefits than
eral reasons They claim it is inflexible, "We are also optimistic that it w,11 younger retirees
is based on madequate science, is ex- new Bush administmhon, are hkely to ultimately pass, although there's a lot The 3rd U S Circuit of Appeals last year ruled that the Age Discrim-
pensive to comply with and undercuts try to overturn it The AFL-CIO and of work to do We expect a very close mahon m Employment Act, which bars employers from ascnmlnatmg
the state-based workers compensatton 115 affillate unions, together with pub- vote in the Senate, but I thmk we're against older workers in benefit offenngs, also apphes to retiree health
system by ereatrng a special category llc health groups and coahtion part- optimistic that we w111 prevail," Mi plans (BI, Aug 14, 2000)
of benefits for ergonomic Injunes ners, w11 tmequvocally defend the er- Savercool said The rulmg mvolves Ene County, Pa, which offered younger retrrees

A number of employer and insurei gonomics standard if it comes under "It's a very controvensial standard, a point-of-service health care plan that allowed them to choose their
groups, mcludlng the NAM and the attack " and CRA is Just one of the avenues to own providers on a service-by-service basis In contrast, Medicare-eh-
Risk & Insurance Management Soci- Supporters of the CRA approach challenge open And I think it's appro- gble retirees were covered through a health mamtenance organization
ety Inc, sought federal court review of readily admit they're takmg a gamble, prtate to explore all of the avenues," that required them to remain in the HMO's provider network A group
the standard, and all of those legal ac- but they hold that the rule's very na- said the Alliance's Mr Schloman In of Medicare-ellglble retirees brought suit in U S District Court, eharg-
tions have been consolidated before ture more than lustihes doing so addition to involang the CRA and pur- mg that Erie County's benefit offenngs were discriminatory
the U S Cllcult Court of Appeals for "It is uncharted temtory The sulng legal challenges, opponents of A slew of bumness groups, including the Amencan Benehts Council
the District of Columbia statute has never been used betore,' the standard may eventually ask for and the ERISA Industry Committee, have asked the Supreme Court to

Conversely, organized labor, re- said Ken Schloman, Washmgtor. reopening of the regulatoly process or review the lower court rulmg Benefit experts have warned that if the
mains outspoken in support of the er- counsel for the Alliance of American for an administrative stay, he said m decision is allowed to stand, it could lead to more terminations of re-

tiree health care plans, because employers would be unwilling-for
cost and for other reasons-to provide equal benefits for the two

Forecast al liability rates are expected to rise And as the Increases continue, poll- groups

by 10% to 20%, on average, for in- cyholders are likely to make greatei
sureds with good-to-moderate loss use of captive Insurers to reduce their Prescription standard plannedContznued from page 2 records" dependence on commercial insurance,

Those Increases follow rate hikes of, And woi kers compensation i ates according to the Marsh report The three leading U S pharmacy benefit managers are creatlng a Joint
on average, 10% to 15% experienced also will likely incIease another 10% "The casualty correction should venture to make it easier for physicians to wnte electronic prescnptions
by property accounts last year In ad- to 20%, though there w111 be marked pensist at least through 2001 and into Called RxHub LLC, the new nonprofit venture seeks to develop a
dillon, some accounts saw drastic state-to-state differences, according 2002 Some time m 2002, insurers, uniform standard for the electrome writing of prescriptions Currently,
hikes in 2000, such as the 300% in- to Marsh newly piofitable after a senes of rate several such standards exist, the RxHub partners say the existence of
creases imposed on some Caribbean Again, the 2001 Increases follow increases, may develop a renewed ap- multiple standards has prevented physicians from wnting electromc pre-
windstorm risks, the Marsh report hikes pushed through last year Work- petite for market share," the report scnpbons on a widespread basis But the single standard created by Rx-
noted ers comp rates for good accounts last says Hub wall ellminate this confusion, they say, permitting more physicians

In addition to rate increases, prop- year Increased 10% to 15% in better- Excess casualty risks without sig- to use technology that wtlllet them wnte electronic presemptions, check
erty 1nslu'ers are laislng or ellminat- performing states and lose by moze nificant losses will hkely see 10% to for potential drug interactions and research their patients' prescription
ing dollar caps on percentage de- than 25% m problem states such as 15% iate increases this year, the re- drug coverage
ductibles, examining mteidependen- California, Pennsylvama and Vir- port says That comes on top of 5% to Founded by AdvancePCS of Irvmg, Texas, Express Scnpts Inc of St
cv risks withm policyholdens' opeia- ginia, the repoit notes 10% rate increases m 2000 Louis, and Merck-Medco of Franklin Lakes, NJ, the venture wlll permit
tions more closely, and demanding Poheyholders have reacted to casu- There is stlll ample capacity for ex- physicians, pharmacies, health plans and PBMs to be linked electronical-
more information on catastiophe ex- alty rate increases by letammg more cess casualty risks, but insurers are ly much asa telephone exchange allows phone calls to be connected
posures, the report said risk oi by shiftmg to large-deductible holding the line and restncting cover- Each of the three PBMs wlll mvest $20 milhon m thelomt venture over

Pnmary casualty I ates, which last plans, the report said ages, according to the report the next five years Together, the three companies provide pharmacy ser-
yeat rose by 7% to 12% for good ac- "This shit will put a lot of pressure Marsh's "2001 Market Review and vices for more than half the individuals in the Umted States who have
counts, also will increase further in on insiu·eds to implement strong loss Forecast" is available at drug plan coverage, the companies said
2001, Marsh predicts 'In 2001, genei- control measures," the report said wzuzu marsh com The joint venture does not yet have a business plan, that task w111 fall

to senior management, which has not yet been named But RxHub's ini-

Former New Mexico tial strategy is to spread the cost of the system among those that will ben-
eht from electronic presenption writing and have them "pay some of
that cost through a transaction fee," said Davld Halpert, chairman and
CEO of AdvancePCS, durmg a press conference

regulator sues over ouster The lomt ventuie anticipates the system m11 be operational by late
2001 or early 2002

City may cover sex changesALBUQUERQUE, N M -Former dants inappropriately covered the Insurance division's payroll m an ef-
New Mexico Insurance Superinten- PRC's past budget shortfalls with fort to cut the PRC budget deficit, the SAN FRANCISCO-San Francisco is expected to become the first
dent Don Letheler is suing several $500,000 m funds that the Legislature lawsuit alleges U S city to explicitly provide health care coverage for transgendered
eunent and former state officials for had appropnated to the Insurance Di- Mr Letherer also charges w the city workers, mcluding paymg for sex-change operations
wi ongful termination, charging they visiontoestabllsha special umt to car- lawsuit that, for 18 months beginning The Health Service System Board, which administers benefits for city
ousted him m large part because his ry out the objectives of a 1998 health in early 1998, the defendants mtsap- workers, approved a plan to provide the coverage Feb 8
office uncovered evidence the officials care patient protection act propiiated $150,000 from the Insur- The Board of Supervisors, which has already unanimously passed a
had misappropnated pubhc funds The unit was supposed to be m op- ance Fraud Fund to cover a PRC bud- resolution commending the health board's action, is expected to ap-

Mr Letherer, who was fired in late eration by July 1999, but the defen- get shortfall MI Letherer alleged that prove the proposal next month and Mayor Wilhe Brown has mdicated
January for neghgence, mefficiency dants "pUIposely withheld papenvork the defendants used $50,000 of those his support, said Nathan Purkiss, a legslative aide to Supervisor Mark
and misconduct, filed suit Wednesday and delayed estabhshment" of the imit funds to remodel their offices Leno

in the U S Disttict Court m Albu- so they could use the funds, Mr A spokesman for the state's Risk Under the plan, the city would provide up to $50,000 for an indlvidu-
querque, seeking unspecified compen- Letherer's suit charges Management Division said he could al's transgendered health care, includmg sex-change surgery Currently,
satory and punitive damages The delay in estabhshtng the unit not comment on the lawsuit male-to-female procedures cost about $37,000, while female-to-male

Named in the suit are Bill Pope, created the appeatance that the unit Separately, on Tuesday, the PRC operations cost about $77,000 Mr Purklss said other services would in-
chairman ot New Mexico's Public had not needed the entire appiopma- voted 3-2 to appornt former State Cor- clude psychotherapy for those considering sex change surgery
Regulation Commission, commission- tion, Mr Letherer charges That led poration Commissioner Enc Serna as San Francisco's employee health care coverage is provided through a
ers Jerome D Block and Tony Schae- the state's Legislatui e to underfund insurance supermtendent The state combination of self-insurance and health mamtenance organizations
fer, and Jack Hiatt, the PRC's formei the unit for the next fiscal year, which merged its Corporation Commission There are only 12 workers who have identified themselves as trans-
chief of staff Mr Hiatt now is general substantially contributed to the divi- and its Pubhc Utillties Commission in gendered, Mr Purkiss said, and it is not known how many of them
counsel for the state's Taxation and sion's budget deficit The defendants 1999 to form the PRC would want the surgery "We're not talking about a huge cost to the
Revenue Department had blamed the budget deficit on Mi MI Pope and Herb Hughes, one of city," he said

Two othet PRC membens wei e not Letherer, the lawsuit states the commissioners who objected to Although San Francisco would be the first municipahty to approve
named because they objected to the The insulance division's budget Mr Letherer's ouster, opposed the ap- such legislation, the city has received inquines from other cities that are
PRC action against Mr Letherel deficit was Increased further when the porntment considering mrmlar measures, Mr Purkiss said

Mr Letherer charges that the defen- PRC transferred 12 employees to the -By Dave Lenckus
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yet suffered a failure, according to plain- Hanover, N.H. low" the $1.60 figure it previously project-
 QUERN NOMINATIONS SOUGHT The Risk & tiffs attorney Richard M. Heimann, a part- ed. For 2000 the company posted a loss
Insurance Management Society Inc. is ner with the San Francisco-based firm Li  ICAHN BOND OFFER CLOSES Carl Icahn per share of $0.74, compared to a profit of
seeking nominations for its 2001 Arthur eff, Cabraser, Heimann & Bernstein L.L.P. came up short in an effort to purchase $2.89 per share in 1999.
Quern Quality Award RIMS presents the Austin, Texas-based Sulzer Orthopedics, a enough Reliance Group Holdings Inc.
award at its annual conference to an mdi division of Winterthur, Switzerland-based bonds to block a restructuring plan  BRIEFLY NOTED Australian building mate-
vidual, risk management department, com- Sulzer Medica, announced a recall on Dec. the compa- nals manufacturer James Hardie Industries

pany or product that personi- 8,2000, of its Inter-Op acetabular shell for Reliance ny is nego- Ltd. has set up a $293 million Australian
 fies quality in risk management. hip implants The recalled implants were 0 tiating with ($154 million) foundation to pay asbestos-

The award honors the late sold primarily during 1999, with a small insurance regulators. As of the Feb related claims made against the company.
Arthur Quern, former number of lots sold before then. In addi- 20 close of his tender offer, Mr. Icahn had The foundation should have sufficient
chairman and chief ex- tion to the class action, an estimated 25 m- purchased bonds with a face value of funds meet all expected legitimate claims, a

ecutive officer of Aon Risk Ser- dividual cases have been or are in the pro- about $75 million. That is less than the company statement said.- .Christopher Z.
vices. Mr. Quern was recog- cess of being filed agamst Sulzer to obtam roughly $97 million-or one-third of a to- Marshall, chief financial officer of ACE

nized for his professionalism, vi compensatory damages for the replace- tal $291.7 million in bonds outstanding- ' Ltd., has been named assistant to the chair-
sion, ethics and determination ment of failed or recalled hip implants, Mr. he would need to guarantee an ability to man ar the Bermuda-based insurer. He will

in promoting quality minsurance and risk Heimann said. Mr. Heimann said that block Reliance's restructuring plan. Mr. Ic- work on special projects, including merg-
management The first winner, named m none of the cases have yet been settled by ' ahn had originally offered to buy $40 mil- ers and acquisitions. ACE has not yet re-
1998, was ECS Inc., an environmental risk Sulzer. According to a Sulzer Medica com- lion worth of bonds when he launched a cruited a successor to Mr. Marshall as
services company that now is part of XL pany spokesman, Sulzer has commercial tender offer last December, but when his CFO . .Royal & SunAlliance USA last
Capital Ltd. In 1999, the award was won general liability and excess coverage, but offer ended, investors had agreed to sell week said it is investigating a possible
by Insurance Management Co., a broker m declined to comment on hmits. Additional- only $20 9 million m bonds. Mr Icahn al- fraud involving the use of the name Globe
Erie, Pa. Last year's winner was the risk ly, he said that while the company does ready owned Reliance bonds worth $43.6 Indemnity Co, which is one of its insur-
management department of the city of have product liability insurance, it does million and purchased an additional $10.5 ance subsidiaries. In a statement, the Char-
Plano, Texas. The deadline for this year's not have product recall coverage. "We do million of bonds ma separate transaction. lotte, NC, insurer said its announcement
nominations is April 1. Nominees must feel that we have sufficient coverage to re- Reliance was placed under formal regula- "stems from allegations that a group of
have accomplished the following· estab- spond to the recall," the spokesman said. tory supervision earlier this month and tt 15 people and companies claiming to repre-
lished or implemented an effective cus- currently discussing a restructuring plan sent an offshore pool of underwriters are
tomer-oriented quality program, identified  CGNU BOOSTING RESERVES OF SOLD UNIT with regulators Mr. Icahn opposes the offering what purports to be insurance un-
and solved one or more specific quality CGNU Group P.L.C. will pay an extra plan. der the names 'Globe Indemnity & Casual-
problems; initiated innovative techniques $200 milhon to shore up the reserves of ty Ltd.,' 'Globe Indemnity CO.,' 'Globe In-
or policies that produced superior quality the U.S property/casualty business that it  BLANCH POSTS DECLINES E.W. Blanch demnity' and 'Globe.' Lines of coverage
in a risk management product or service; sold to White Holdings Inc. reported a net loss and lower being offered under this program include,

<lounality uptregararorrmbernatced t]mng surance Group
about the nominee. More information

Mountains revenues for 2000. The Dallas-based inter- but are not limited to, trucking, taxicabs,
mediary saw its 2000 revenues fall 14.8% 'black cars,' limousines, bars and night-

and continuous improvement. Submissions Ltd. last De- to $208.2 million compared with the year clubs."...Edward Muhl has joined Price-
must include a nomination form and essay cember. Lon- earlier. Blanch posted a net loss of $9.6 waterhouseCoopers L.L.P. as a partner in

don-based

In-

million in 2000, compared to net income its New York-based Insurance Regulatory
about the nominations and submission CGNU said in a of $39.7 million in 1999. Blanch's 2000 Solutions practice. Mr. Muhl was formerly
forms is available from Cecelia Cooper at statement that earnings included a $9.5 million restruc- insurance commissioner for New York and
212-655-6224 or at ccooper@rims org. In- the sale amend- turing charge, much of which related to Maryland....Atlanta-based loss adjusting
formation on the Quern award also is ment arisesCGNU contract termination and employee sever- company Crawford & Co. has been grant-
available at www.nmscope.orgiquern. from a reserve ance expenses connected with a corporate ed a full trading license in Japan The com-

analysts conducted prior to the sale. "As a restructuring, which involved selling non- pany's full-service branch office m Tokyo
I, SULZER INSURED FOR CLAIMS Sulzer Or- result of this analysis, the U.S. general core assets and cutting corporate overhead will be headed by Takushi Yamamoto. m

- thopedics is insured for potential claims business has strengthened its 31 December The year's earnings also included $11.0
arising from hip implants that were re- 2000 reserves and purchased reinsurance million of special pre-tax charges for cer- p To get hreaking news as R occurs, visit %
called by the company. The company 15 the to provide some protection against turther tam write-offs and reserves taken in the Business Insurance's Ipee online updates at N
target of a lawsuit filed on Feb. 13 m U.S. adverse developments," the statement said. third and fourth quarters of 2000. In a mm. husines:insupance.com. All 01 the m-ial

District Court in San Francisco seeking na- CGNU agreed to sell CGU, its Boston- statement announcing its 2000 results, the In the For The Record column. = wel = other
tionwide class-action status on behalf of based U S. property/casualty business, to company also said that while it continues , content in this melfs issue, is generated Irem
hip implant recipients The lawsuit was White Mountains for $2.53 billion last to take steps to position itself for long-term j daily news postings that a,peared on the Web
filed on behalf of an estimated 17,500 peo- year White Mountains is domiciled in growth and profitability, it expects 2001 1 s#emmeprevious week
pie who received the implants but have not Bermuda, and its principal U.S. office is in earnings per share to be "significantly be-

Find daily coverage on Corporate Risk, Employee Benefit and Managed Health Care News at www.businessinsurance.com
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Weekly Year to date Year to date Weekly Year to date Yea, to date Weekly Year to date Yearto date

BROKERS Price % change % change High Low Vol (OOO) Pnve % change % change High Low Vol (000) Pr,ce % change %change High Low Vol (000) 

Aon Corp NYS 33.14 476 -324 4231 2069 5019 HSBGroup Inc NYS 3875 000 000 40.53 21.50 0 INSURERWREINSURERS AVEFAGE 448 428

Bro./1 & Brown NYS 3855 078 1014 3992 1563 207 HCC Insurance Holdings NYS 2240 261 1684 27 19 1094 575

Clalk Bardes Holdings NDO 1175 -309 1605 1788 850 24 ING Groep N V NYS 6851 -458 1450 83 34 4681 639 HEALTH MAINTENANCE ORGANIZATIONS

E W Blanch Holdings Inc NYS 950 1681 -4552 5694 950 761 PC Holdings Ltd NEO 2338 132 11 31 24.50 975 96

Gallagher Arthur J & Co NYS 2656 412 1651 3425 1153 793 Hartford Financel Services Mrs 6375 000 973 8000 29 38 6454

Hlb Rogal & Hamlton NYS 37.40 053 -621 42.13 2563 70 John Hancock Frwicial Serv,ces IWS 3480 531 751 3825 1344 6020 Aetna Inc NYS 3562 -394 1325 4269 3294 3450

Kaye Group Inc NDQ 1275 -097 6452 1288 500 9 LaSalle Re Holdings Ud IMS 1388 000 000 1938 1088 0 HeaJth Net Inc NYS 2040 897 22.10 2694 7 63 4073

Marsh & Mcleman NYS 10534 -595 -997 13569 7050 4907 Lncoln National Mhs 4275 4 06 964 5633 2263 3994 Huriana Inc NYS 1250 423 1803 1581 4.75 3974

BROKERS AVERAGE -568 274 MAIC Holdings Inc 1+ S 1465 1217 1221 220) 1000 232 Oxford Health Plans NDC 3188 449 1930 4275 1275 24192

Markel Corp NvS 16807 079 714 18123 111 50 702 Pactficafe Heallh S¥& NDC 3688 592 14583 7231 981 4277

INSURERS/REINSURERS MBIA Insurance Group Nvs 7485 -319 098 7795 3631 1613 Sierra Health SeNces NYS 500 -385 31.58 825 244 764

Meadb,brook Insur Group Nfs 480 -680 -4092 E 39 394 13 United HeallhGroup 14YS 5433 -453 1148 6436 23.19 7722

ACE Ltd NYS 3660 -3 Gs 1376 4394 14 06 6379 Metute M¢S 3034 563 1331 36 63 1425 7610 Wellpoint Health Notroks NYS 9179 970 2036 121 50 5694 3542 

Acce! Intemaonal Corp NDC) 020 000 -3264 1.13 0.10 5 Mutud Flisk Mgmt Ltd Nfs 165 139 2329 Z 75 1110 1314 HMOs AVERAGEE 455 1231

Acceptance Insurance Cos NYS 448 -857 1467 694 275 90 Navlgators Group NDQ 363 -091 235 14.13 863 #NA

AEGON N V NYS 32.15 4 66 2241 4300 31 50 638 NYMagic Inc 1*S 835 4 54 278 19 ZS 1225 3 ALL COMPANIES -457 110

AFLAC Inc NYS 57.71 5.16 2006 7494 3356 4288 Ohio Casualty Corp NJO 888 216 1125 17 ES 6.13 654

Allmenca Fnancial Corp NYS 5252 786 2756 7425 3506 1665 Old Repubk intl 1*S 2634 -4.57 1769 3206 1063 3516

NYS 3975 -458 -875 4475 1719 10725 Parner Re Ud NYS 5002 -381 1800 6250 2925 1222

6 Ambac Financial Group

Allstate Corp

1>rfs 5700 246 225 6125 2591 2627 Penn-America Group Inc NYS 920 222 2066 9 15 688 10

Amencan F.laric,al Group NYS 2400 260 965 2900 1838 802 PMA Capital Corp NDO 1775 143 290 19,3 15.19 35

American Generaj NYS 7557 421 728 8344 4563 3896 Ph,ladelpheCons Holding ADO 2900 087 -607 31.25 14.13 320

Amencan Int] Group NYS 8085 -666 1797 10375 5238 19014 PXRE Corp AYS 1790 229 607 3) 10 1188

Amencan Sajety Insurance NYS 740 207 2082 740 325 8 RellaStar F nancial Corp NYS 5394 000 000 5394 23.75  0/ Insurance Index
Argonaut Group N[)0 1631 1122 2232 21 25 1444 116 RenalssanceRe Holdings Ud NYS 7615 781 276 81 19 3588 602

AXA UAP Group NYS 5905 4.12 1777 81 50 5800 852 RLI Corp NYS 4224 -3.74 548 45.16 2625 36 2,850
Bakiwin & Lyom Inc NDO 2400 6 80 323 2875 1525 5 St Paul COS MYS 4554 -632 1615 57 jo 2131 3517

Berkley WRCorp N[)0 4256 104 -980 4763 14 00 1056 SCOR HYS 4870 122 JOB 575 3838 11 1 2,800
BerksNre Hathaway Inc NYS *0000 201 -366 7460000 66800 1 SAFECO Corp MDO 2300 730 4004 3588 1800 4882 1 2,750

Capitol Transamenca Corp NAS 1250 338 050 1325 1000 11 SCPIE Holcings Inc NYS 2680 759 1344 3694 1831 NA

Chubb Corp NYS 6969 581 1943 9025 43 25 4652 Sebeis Bruce Group NDC) 099 000 7600 225 053 14 2,700 6
CIGNA Corp NYS 10220 -592 2275 13675 6075 4104 Selective Ins Group N[)0 2181 792 1005 2694 14 75 491 2.650

Cincirymb Anancial Corp NYS 3566 -444 987 4331 2619 1015 Tokio Manne & Fire NDO 5344 227 425 6100 4500 59 2,600

C,/group NYS 4820 10 74 -561 59 13 3534 71468 Torchmark Corp NYS 3365 -386 1246 4119 1875 1811
2.550

CNA 5.anci Corp NYS 3635 -314 419 4194 24 56 248 Transattant,c Holcbngs NYS 9680 -410 4357 10706 6875 40

CNA Surety NYS 1330 -067 667 1494 1038 261 Tren·,ck Group Inc NYS 2151 768 1331 27.13 1200 192 2.500

EMC Insurance Group Inc: NDO 1050 233 1064 13.13 681 2 Unico Amencan Corp NDO 600 204 213 775 450 4 2.450

1

Enhance Financial Sen,lces

ESG Re Lrntted N[)0 231 278 2542 650 1.72 41 Unted Are & Casualty \IDO 2050 296 380 300 1550 21
2.400

NYS 1360 -300 1190 1700 863 724 Unmn \too 3700 231 492 4194 27.19 221

Everest Reirsurance NYS 5978 262 1654 7475 21 25 2074 UNUM Corp \IYS 2503 261 -687 f 44 1194 4569 2.350

Fremont General Corp NYS 284 2000 098 825 150 959 Vesta Insurance Co NYS 628 2101 2405 E 39 4.13 484 1/5 ln2 1/19 1/26 22 2/9 2/16 223
Gansco Inc NYS 350 937 3333 638 2.19 122 XL Capital Ltd NYS 7600 219 1302 3925 3900 2815

Harleys,Ile Group N[)0 27.53 692 688 3063 1163 568 Zenith National Iris NYS 2845 240 415 3070 1875 24 1 Base=100 on Dec 29,1978

Top advanang issues Gainsco Inc , Harleysville Group, Pac,fiCare Health System Leading ded,ners Vesta Insurance Co., Fremont Genera! Corp,EW Blanch Holdings Most acmve Bfue Cltlgroup. The 8/ Index decreased 6 0%, the Dow Jones 30 Int*,stnals went down 3 396, the S&P 500 dropped
45%, and the NYSE Composrte sank 38% Average P/E Brokers. 21 8, Insurers#ensurers, 348, and HM.Os, 173.

Source CNET /nvestor (Investor cnet com) Boulder, Colo
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Wonder whyyour Risk Service Provider hasn't
mentioned their 30 ton driver simulator?

1 11

4

1

p Because only RSKCo has one.

11

II

NI,t every Risk Senice Pty,vide'I can acuially

drive up to vour compan> and give your

employees a ky,Non in safety. Only RSK(:o has

a (triver simulator that lets up to eight pe()pie

who drive fi,r you sirmilt.ineously get KafE·tv

training. And the more the, learn. the more

you gain. We havi· a lot of imique fohilions

that can help yourcompany minimize your

risk#. And if a solution fOr your problem

doesn't currently exist. we'll create one. Thic

continued quest 18 just One moir way H e Ke[

ourselves apart.To find out nlore about }low· ive

can help your company, call 1.877.222.2165.

DIFFERENT. For E»xi reason.

' 1 jill
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